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UK economy recovering, for now,
as public borrowing mounts

REUTERS, London

Britain’s economic recovery from the shock
of the Covid-19 pandemic has gathered pace,
data showed on Friday, but government
borrowing rose past the 2 trillion pound ($2.64
trillion) mark and fears of future job losses are
mounting.

Retail sales rose above pre-pandemic levels in
July and August’s Purchasing Managers’ Index
data showed the fastest growth in almost seven
years, beating economists’ expectations in both
cases.

But Britain’s economy still faces a long
recovery after shrinking by a record 20 per cent
in the second quarter, the largest decline of any
big country, and businesses are shedding jobs,
raising questions over how long consumers will
continue their spending spree.

“This uptick in retail consumption may
help ease concerns over the fragility of the
UK economy -- but not for long,” said Alistair
McQueen, head of savings and retirement at
insurance company Aviva.

Britain entered lockdown in late March and
shops in England only fully reopened on June
15. Bars and restaurants followed suit on July 4.

Retail sales in July were 1.4 per cent above
year-ago levels and 3.0 per cent above their level
before the pandemic, according to figures from
the Office for National Statistics.

August’s preliminary composite PMI, which
covers most of Britain's private sector other than
retail, rose to its highest level since October
2013, after striking a record low in April.

But a growing proportion of employers said
they planned to shed jobs and were making staff
redundant rather than bringing them back from
a government-subsidised furlough scheme that
expires in October. “Scarring from the pandemic
and lingering doubts about the sustainability of
recovery resulted in a need to cut overheads,”
said Tim Moore, economics director at THS
Markit, which publishes the PMI data.

PMI surveys for the euro zone -- where
countries exited lockdown earlier than Britain
-- showed the recovery stuttering, suggesting

the impact of pent-up demand that drove an
expansion in July is already fading.

Even within retail, different businesses have
had contrasting fortunes.

Grocery sales are 3 per cent up on the year and
online sales are 50 per cent higher than before
the pandemic, while sales volumes at clothing
and footwear stores are 25 per cent lower than
last year.

Stores such as Marks & Spencer, Boots, John
Lewis, Dixons Carphone and WH Smith have
announced plans for thousands of job cuts.

The government has spent more than 35
billion pounds so far on its job support scheme,
the largest single measure to tackle the economic
impact of the pandemic, but has only offered
relatively small incentives for businesses to bring
staff back.

The Bank of England forecasts unemployment
will reach 7.5 per cent by year-end, almost
double its most recent reading.

Friday’s data laid bare the impact of increased

public spending and a slide in tax revenues on
the public finances.

Government borrowing so far this financial
year is 150.5 billion pounds, almost seven
times higher than in the same period in 2019
though below the 178.8 billion pounds which
government budget forecasters predicted last
month.

Over the course of this year, the Office for
Budget Responsibility expects the budget deficit
to reach 322 billion pounds or 16 per cent of
GDP.

Public sector net debt exceeded 2 trillion
pounds in July for the first time, and is its highest
since 1961 as a share of gross domestic product.

Finance Minister Rishi Sunak has indicated
that some taxes will need to rise over the
medium term.

“Today's figures are a stark reminder that we
must return our public finances to a sustainable
footing over time, which will require taking
difficult decisions,” he said.

Eurozone business growth slows as
virus rise crimps demand

AFP, Brussels

Eurozone economic activity slowed in August as
a new rise in cases of the coronavirus in parts
of Europe blunted a recovery, IHS Markit said
Friday.

The firm’s closely-watched PMI index fell to
51.6 points from 54.9 points in July but was still
above the key 50 points level which indicates
growth. “The eurozone’s rebound lost momentum
in August, highlighting the inherent demand
weakness caused by the COVID-19 pandemic,” said

Andrew Harker, economics director at IHS Markit.

“The recovery was undermined by signs of
rising virus cases in various parts of the euro
area, with renewed restrictions impacting the
service sector in particular,” he added.

The data provider said that Germany, the
eurozone’s biggest economy, was largely
unaffected by the slowdown with business
confidence its strongest in two years.

France, however, failed to replicate the strong
rebound of the previous month with only a
modest rise in new orders for companies.

The rest of the eurozone -- which includes
Spain and Italy -- were marginally in contraction
territory, IHS Markit said, noting that staff were
being cut across the continent.

Harkersaid the eurozone was ata “crossroads”.

Growth will either “pick back up in coming
months or continue to falter following the initial
post-lockdown rebound.

“This would depend on how successfully a
second wave of the virus can be suppressed and
whether Europeans will have the confidence to
recharge the economy, he said.
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Airbnb bans parties
at rental properties
amid pandemic

AFP, New York
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Citing public health concerns amid the coronavirus,
home-sharing company Airbnb on Thursday imposed a
worldwide party ban at its rental properties and capped
occupancy at larger homes to 16.

The ban on parties and events will be
indefinitely until further notice,” the company said on its
website, adding that guests “may be legally pursued by
Airbnb if they violate our policy.”

Airbnb began cracking down last year as rowdy
parties were causing problems with neighbors in some
communities.

In November, the company banned

“in effect

“party houses”

after a deadly shooting at a Halloween party with more
than 100 guests at a California rental.

Airbnb said Thursday that 73 percent of its global
listings already banned parties and unauthorized festivities
were always prohibited.

The company has historically allowed hosts to
permit guests to host smaller gatherings such as
birthday parties.

After the coronavirus was declared a global pandemic,
Airbnb removed
required users to adhere to local restrictions on gatherings
in light of social distancing protocols.

But as local officials have cracked down on bars and
social clubs, some activities have migrated to Airbnb
homes, the platform said.

“We think such conduct is incredibly irresponsible -- we
do not want that type of business and anyone engaged in or
allowing that behavior does not belong on our platform,”
the company said.

Airbnb recently said it had seen bookings begin

“bounce back”
promote short-range travel amid a broad slowdown
in tourism.

Amid the signs of an uptick in demand, the company
on Wednesday said it has confidentially filed with US
regulators for an initial public stock offering.

“event-friendly” from its search and

and unveiled an initiative to

Dollar beats

euro for first

week since mid-June

REUTERS

The US dollar on Friday gained against the
euro for the first week since mid-June after
data showed a strong uptick in US, business
activity, while the single currency was held
down as an August batch of European
business surveys pointed to a stuttering
€conomic recovery.

US business activity snapped back to
the highest since early 2019 this month as
companies in both the manufacturing and
services sectors saw a resurgence in new
orders even as new COVID-19 cases remain
stubbornly high across the country.

The Markit PMI flash readings show the
US is outperforming Europe, said Edward
Moya, senior market analyst at OANDA
in New York. The data contrasted with
weakness in the euro zone, as the pent-
up demand unleashed last month by the
easing of coronavirus lockdowns dwindled.

“Clearly the PMI numbers this morning
suggest that Europe is losing a little
momentum here and that we're seeing
some turbulence in other areas of the
global economy. So that is weighing on the

performance gap between the US and its
major counterparts,” said Karl Schamotta,
chief market strategist at Cambridge Global
Payments.

The euro dipped to a one-week low of
$1.175 against the greenback earlier, before
rising back to $1.179, down 0.61 per cent
on the day. The greenback escaped a ninth
consecutive weekly decline that would
marked the longest losing streak since the
summer of 2010 and a run that has only
happened five times since 1990.

The recovery in the dollar began on
Wednesday after the Federal Open Market
Committee released minutes from its last
meeting, the tone of which was more dovish
than expected. The minutes prompted
dollar bears to buy into the heavily shorted
currency, fuelling its biggest one-day surge
in more than two months.

Bears have reaped rich returns from
shorting the greenback in recent weeks
as the United States has struggled to
tame the coronavirus pandemic and the
unprecedented policy stimulus unleashed
by the Fed had darkened the outlook for
the safe-haven dollar.

UK retail sales surge past
pre-Covid peak in July

REUTERS, London

British retail sales surged past their pre-
coronavirus level in July, the first full month
that shops selling non-essential goods were
open since the country went into lockdown
in March.

Separate government borrowing data
showed public debt rose above 2 trillion
pounds ($2.65 trillion) in July for the first
time and reached 100.5 per cent of gross
domestic product - its highest as a share of
GDP since 1961.

The unexpectedly robust
retail sales figures showed
the strength of consumer
demand even as other
parts of the economy are
struggling to recover from
recent hefty losses.

Retail sales volumes rose
by 3.6 per cent from June
- above all forecasts in a
Reuters poll of economists -
and were 1.4 per cent higher
than in July 2019, the Office
for National Statistics said.

That represented a sharp recovery from
double-digit falls in April and May.

Compared with February, before Britain
was broadly affected by the pandemic, sales
were 3.0 per cent higher.

“This uptick in retail consumption may
help ease concerns over the fragility of the
UK economy - but not for long,” Alistair
McQueen, head of savings and retirement
at Aviva, said.

Britain's retail sector has enjoyed a much
faster bounce back than almost all other
parts of the economy hit by the coronavirus
lockdown. But there have been contrasting
experiences for different types of retailer.
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Supermarkets and other food shops
have benefited as British people eat at
home more. Online sales have boomed,
and household goods stores have seen
strong demand.

Other areas have suffered, with clothing
and footwear sales still 25 per cent down
on a year ago.

Companies such as Marks & Spencer,
Boots, John Lewis, Dixons Carphone and
WH Smith have announced plans for
thousands of job cuts.
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Economists fear the broad retail recovery
could prove temporary.

“July’s retail sales likely will represent
this year’s peak,” said Samuel Tombs of
consultancy Pantheon Macroeconomics.

Restaurants and bars began to reopen in
July, giving people more options for their
spending.

Furthermore, unemployment is forecast
to rise sharply once a government job
support scheme stops at the end of October.

Emergency state spending and a shortfall
in taxrevenue look set to increase borrowing
this year to a record 322 billion pounds,
the government’s budget forecasters say.
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