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Top officials of technology and business departments of over 25 banks attend a seminar on “Digital banking: an unavoidable disruption”
organised by PricewaterhouseCoopers Bangladesh at The Westin Dhaka on December 4.

US economy set fair for 2020,
provided trade truce holds

JoHN KEMP for REUTERS

Like the rest of the US economy,
the labour market is split between
sluggish manufacturing and a
much stronger services sector, but
both appear to have averted falling
into recession at the end of the
third quarter.

Nonfarm employment was up
by 1.46 percent in the three months
between September and November
compared with the same period a
year earlier, according to data from
the US Bureau of Labor Statistics
published on Friday.

Employment growth has
decelerated from a peak rate of
1.84 percent at the end of 2018 and
the start of 2019, but is no longer
slowing further, which indicates the
worst of the business cycle slump
may be over.

Manufacturing has been hit
much harder by the shock caused
by the US-China trade war, while
the larger and more domestically
focused  services sector  has
weathered the confrontation with
less impact.

Manufacturing employment was
up by just 0.6 percent in the three
months between September and
November compared with a year

earlier, while private service-sector
jobs increased by 1.7 percent.

Manufacturing jobs command
an average weekly earnings
premium of 23 percent compared
with the private service sector
(“Current employment statistics”,
BLS, Now. 6).

Nonetheless, the labour market
overall remains tight enough to
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Ship and containers are shown at the port of Los Angeles, in

California, US.

deliver
growth of almost 1.2 percent year-
on-year, after inflation, close to its
fastest for three years.

Real consumer
expenditures are both rising at
around 2.5 percent per year, down
from more than 3.0 percent a year
ago, but well below the levels that
would indicate a recession.

economy-wide earnings

incomes and

Consumer sentiment has also
improved since the end of the third
quarter, with preliminary results
from the University of Michigan’s
survey
bouncing back in December to its
highest level since May.

The
quarter-point
coupled with an escalation pause in

showing confidence

Federal Reserve’s three

interest rate cuts,

the US-China trade conflict, and a

If

renewed rise in equity prices, seem
to have steadied the economy over
the last three months.

business
manufacturing
improving, they are at least not
getting any worse, and the services
sector continues to report slow but

in
yet

conditions
are  not

steady growth.
Business investment spending
remains stalled but household

consumption spending is still rising
at a modest rate which should
ensure the economy continues
expanding.

Provided
avoid any more shocks, especially
the introduction of higher tariffs
on imports from China in mid-

the economy can

December, it looks like having
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modest momentum going into
2020.

BOJ to consider offering
bleaker view on output
as trade war bites

REUTERS, Tokyo

The Bank of Japan will consider offering a
bleaker assessment on factory output than
in October at its rate review this month,
sources said, underscoring its concern over
the broadening fallout from the US-China
trade war and slowing global demand.

A downgrade in the BOJ's view on output
- a key driver of growth - will cast doubt
on its argument that Japan's economy will
sustain a moderate expansion as robust
domestic demand make up for weak
exXpoTrts.

Factory output contracted in October in
the biggest slump in nearly two years and
manufacturers expect output to drop again
in November, government data showed.

While the government blamed the
weakness mostly on temporary shutdowns
of factories due to the typhoon, analysts
warned that weakening demand for cars
and other big-ticket items after a sales tax
hike in October was taking a toll.

“October output was quite weak. The
key worry is the impact of sluggish auto
demand,” one source with direct knowledge
of the matter said, a view echoed by two
other sources.

In its current assessment made in
October, the BOJ says factory output is
moving sideways. The nine-member board
may offer a slightly bleaker view, such as
that output is weakening, when it meets
for a rate review on Dec. 18-19, the sources
said.

Many analysts expect the BOJ to keep
monetary policy steady this month, after
Governor Haruhiko Kuroda said he saw
no need to ramp up stimulus now with the
economy sustaining a recovery.

Given its limited policy tool-kit, the BOJ
is hoping the government's fiscal spending
package will ease the hit to growth from the
global slowdown and the sales tax hike.

But a recent string of weak data is likely
to keep the central bank under pressure
to deploy additional monetary support to
prevent another recession.

Retail sales plunged at their fastest
pace since early 2015 in October, dashing
policymakers’ hopes that the impact from
the October tax hike will be moderate.

The BOJ will scrutinize upcoming data,
such as its quarterly “tankan” business
sentiment survey, to decide whether it
needs to cut its overall assessment of the
economy, the sources said.
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People walk past the Bank of Japan building in Tokyo.

Mexico says ‘good progress’ on trade
deal although work remains

REUTERS, Washington
Negotiators working to close a new
North American trade deal have made
“good progress” but many elements
are not yet resolved, Mexico’s deputy
foreign minister said on Friday.
Mexico approved the United
States-Mexico-Canada Agreement
(USMCA) this year, but US ratification
has been held up by Democratic
lawmakers, who have voiced concerns
over the enforcement of labor and
environmental provisions.

“We're working hard on all the
issues, it's not easy,” Jesus Seade,
Mexico’s top negotiator for USMCA,
told reporters in Washington, where
he met with US counterparts.

“I'm confident this is going to be
resolved, but we're working on it to
get the best deal,” Seade said, adding
he had been in touch with Canada'’s
Deputy Prime Minister Chrystia
Freeland.

Steel has also emerged as a point of
contention.

US Trade Representative Robert
Lighthizer has made a last-minute
demand for a revised definition of
whatwould constitute North American
steel under automotive rules of origin,
calling for steel to be “melted and
poured” in North America, according
to industry sources familiar with the
demand.

USMCA’s auto rules of origin
call for 70 percent of the value of

steel and aluminum used in North
American autos to come from the
region. But the proposed version of
the rules would allow imported slabs,
for example from Brazil or China, to
meet the standard after being rolled
and processed in North America.

Thatwould benefit US and Canadian
producers that operate integrated mills
making steel from iron ore.

However, the inclusion of this
demand could slow down the
negotiations, said one person
familiar with the talks, adding:
“This is something that could prove
contentious for Mexico and Canada.”

A spokesman for the US Trade
Representative’s office could not be
reached for comment.

Banks gave $745b to groups planning

new coal power plants: NGOs

AFP, Paris

Financial institutions have channeled
$745 billion over the past three years
into companies planning new coal-
fired power plants, according to a
report by environmental groups,
who are urging global banks to stop
financing the sector.

The report’s release comes as world
leaders met this week in Madrid for
a 12-day UN climate summit, where
they are expected to hammer out
some of the details of the 2015 Paris
agreement.

They face increasing pressure to
step up their commitments on fossil
fuel reduction after a major UN report
last year warned global warming must
be capped at 1.5C and the global
economy must be “carbon neutral”
by 2050 to stay under that threshold.

But the report released by
environmental groups on Thursday
cites more than 1,000 new coal power
stations or units in the pipeline.

The amount lent to companies
planning new plants was calculated
using data covering both lending and
underwriting between January 2017
and September 2019 for all 258 coal
plant developers identified in the
Global Coal Exit List, drawn up by the
Urgewald and BankTrack groups.

“Most of the top banks providing
loans or investment banking services
to these companies acknowledge

the risks of climate change, but
their actions are a slap in the face to
the Paris Climate Agreement,” said
Greig Aitken, climate campaigner at
BankTrack.

The top three
are the Japanese banks Mizuho,
Mitsubishi UFJ Financial Group
and the Sumitomo Mitsui Banking
Corporation. These are followed by
us giant Citigroup and France’s BNP
Paribas.

lenders listed

“Japan’s top three banks are
undermining the Paris Agreement
and tarnishing their reputations as the
world’s biggest lenders to coal plant
developers,” said Shin Furuno of 350.
org.
“Global banks must align their
portfolios with the Paris climate goals
by ending finance for the coal sector
altogether and actively funding the
transition towards a zero carbon
future.”

REUTERS/FILE
A worker walks past coal piles at a coal coking plant in Yuncheng, China.
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