China, global recovery boost profit at automaker Daimler
In this file
photo the logo
of a Mercedes
car is photographed during
an annual
press conference of
Daimler AG in
Stuttgart,
Germany. (AP)

German car and truck maker
Daimler AG says net profit
rebounded strongly to 4.4 billion
euros ($5.3 billion) in the first
three months of the year, as the
global economic recovery and
demand for the company’s lineup
of luxury vehicles in China fattened the bottom line.
The company on Friday raised
its outlook for an important measure of profitability this year, saying that it now expected profit of
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10%-12% on sales of its
Mercedes-Benz cars, up from an
outlook for 8%-10% in its last estimate. Strong profits on conventional vehicles are key to funding
the huge investments in new
technologies such as electric cars
and digital services that are shaking up the auto industry.
Chief Financial Office Harald
Wilhelm said that “after this promising start, we are very confident
that we can keep up the pace to

improve our margins on a sustainable basis and at the same time
expand our electric vehicle lineup.” He said that earnings were
boosted by a product mix weighted toward more-profitable vehicles, and by favorable pricing
power. He cited tailwinds for the
company’s business in China, a
key source of sales for Mercedes.
The company is accelerating its
introduction of new electric vehicles;
on April 15 it showed off the EQS, the

battery-powered equivalent of its
flagship S-Class large sedan.
The first-quarter profit compared
to the 168 million euros scraped out
in the first quarter of 2020, when
the company shut down factories
and shifted into cash preservation
mode in the first phase of the coronavirus pandemic.
Daimler AG revenue rose 10%
to 41.0 billion euros as sales at
the Mercedes-Benz car business
jumped 15% to 538,869. (AP)
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ECB leaves pandemic stimulus unchanged
EU govt debt, deficit to GDP up due to COVID-19
FRANKFURT, Germany, April 24,
(Agencies): The European Central Bank
left its key stimulus programs unchanged
with almost 900 billion euros of support
still in the pipeline as the economy lags the
US and China in a drawn-out struggle
with the COVID-19 pandemic.
The central bank for the 19 European Union member countries that use the euro left interest rates
unchanged at record lows and made no adjustments to
its 1.85 trillion euro bond purchase stimulus it says
will run at least through March, 2022. Just under half
of that amount remains to be used in coming months.
The regular purchases using newly created money –
a key power of central banks – drive down longer-term
borrowing costs for companies, consumers and governments.
At the last meeting on March 11, ECB President
Christine Lagarde said the bank would step up the pace
of those purchases during coming months, answering
concerns that some bond-market interest rates were
creeping up.
On Thursday, Lagarde said that the economic outlook in the short term “remains clouded by uncertainty”
about the extent of the latest wave and vaccine rollout
as lockdowns “continue to constrain economic activity.”

In this file photo, European Central Bank President
Christine Lagarde addresses European lawmakers
during a plenary session at the European Parliament in
Brussels. (AP)

Although the bank eventually expects “a firm
rebound” later in the year, Lagarde underlined that for
now the bank is nowhere near withdrawing any of its
extraordinary measures, even if inflation jumps later
this year. Inflation is expected to temporarily climb
above 2% annually in the later part of the year. She said
the recent increases in inflation were due to “idiosyncratic and temporary factors” and that underlying inflationary pressures “remain subdued.”

She said the risks were “on the downside” in the
short term and that bank stood ready “to adjust all its
instruments” if the situation calls for it. Longer term,
risk are “more balanced” and progress in ramping up
vaccination was “encouraging.” Europe’s vaccine rollout has lagged that in the US and the UK.
Bank officials have stressed that any jump in inflation would be the result of one-time factors such as the
withdrawal of pandemic tax breaks and comparisons
with an earlier period of very low oil prices - and not a
reason to withdraw any of its efforts to keep credit
cheap for companies, governments and consumers.
Inflation in the eurozone was an annual 1.3% in March.
The bank’s goal is close to but below 2%.
US Federal Reserve Chair Jerome Powell has taken
a similar view, saying that price increases later this
could be due to temporary factors and that the Fed
would not begin raising rates until the recovery in jobs
in hiring was “effectively complete” and that inflation
appears “on track to run moderately above 2% for some
time.”
The eurozone economy shrank by 6.6% last year and
economists say it may have contracted in the first quarter of this year as well. Output is not expected to reach
pre-pandemic levels until mid-2022, lagging well
behind other major pillars of the global economy. The
US could reach pre-pandemic output as early as this
month, according to an April 14 forecast from the

Conference Board, while China was the only major
economy to grow for the year in 2020.
The US rebound is being propelled by massive relief
and stimulus spending by the federal government.
European governments have also spent heavily on pandemic relief but their 750-billion euro recovery fund at
the EU level will only starting paying out for digital
and green projects this year.
One ECB board member, Klaas Knot from the
Netherlands, has suggested the ECB could start scaling
back the pandemic bond purchases later this year in
time to phase them out in March 2022. For now that
position appears to be in the minority but could signal
friction between stimulus advocates and skeptics when
it the scheduled end of the bond purchase stimulus
draws nearer.
Meanwhile, in 2020, the government deficit of both
the euro area and the European Union increased significantly compared with 2019, as did the government
debt, in the context of the measures undertaken in
response to the COVID-19 pandemic.
In the euro area, the government deficit to GDP ratio
rose from 0.6% in 2019 to 7.2% in 2020, and in the EU
from 0.5% to 6.9%, the EU’s statistical agency,
Eurostat, reported Thursday.
In the euro area, the government debt to GDP ratio
increased from 83.9% at the end of 2019 to 98.0% at
the end of 2020, and in the EU from 77.5% to 90.7%.

