
HANOI: Vietnam doubled the trading
band for the dong yesterday, allowing
the currency to weaken to try to make
exports more competitive as China
devalues. Vietnam’s largest trading
partner China twice this week cut the
value of the yuan against the dollar,
sending shockwaves through financial
markets.  The new band allows the
dong to trade by up to two percent on
either side of the mid-point set daily
by the central bank. The dong weak-

ened by one percent to 22,040 a dol-
lar early yesterday. The reference rate
was unchanged at 21,673. “As China is
Vietnam’s largest trading partner, an
adjustment of Chinese currency will
have a negative impact on Vietnam’s
economy,” the central bank said in a
statement.

The move also follows two devalu-
ations of the dong, both by one per-
cent, in January and May this year. The
aim is to “help the dong be more flexi-

ble and cope with adverse impacts on
international markets, and to ensure
the competitiveness of Vietnamese
goods”, the bank added. China cut the
yuan’s reference rate on two consecu-
tive days this week-by a record 1.9
percent Tuesday and 1.62 percent yes-
terday-a decision widely seen as an
attempt to boost exports amid slow-
ing growth.  China’s  centra l  bank
described it as a one-off reform to its
exchange rate system. Vietnam is try-

ing to keep its own economy on track
to meet a government target of 6.2
percent growth this year.

The dong devaluation wil l  help
keep its thriving export trade-includ-
ing smartphones and other electron-
ics  manufactured by Korean giant
Samsung in its Vietnamese factories-
co m p e t i t i ve  w i t h  re gi o n a l  r i v a l s .
R is ing expor ts  helped Vietnam to
achieve its  highest GDP growth in
three years in 2014, with the econo-

my growing an estimated 5.98 per-
cent. Inflation slowed to 4.09 percent,
o f f i c i a l  f i g u re s  s h owe d.  B u t  t h e
exports boom has yet to spil l  over
into the domestic economy, which
remains sluggish in part due to lin-
gering problems in the banking sec-
tor and the dominance of inefficient
state-owned enterprises. Vietnam’s
central bank cut policy interest rates
last year to spur lending and help
businesses.— AFP 
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Alibaba net profits 
more than double 

NEW YORK: Chinese e-retail giant Alibaba more than dou-
bled its net profit to $4.97 billion dollars in the first quarter,
due to exceptional gains, it announced yesterday. Revenue
rose 28 percent to $3.27 billion over the same period a year
ago.  Analysts had expected a sales figure of $3.39 billion.
In pre-session electronic trading Alibaba shares fell nearly
five percent. The report is for the period ending June 30.
The company’s earnings year is staggered over calendar
years 2015 and 2016. 

Dubai’s Amlak Finance 
Q2 profit slumps 87% 

DUBAI: Dubai’s Amlak Finance reported an 87 percent
drop in second-quarter net profit yestersday as the
Islamic mortgage lender’s income from financing,
investments and deposits all declined and amortiza-
tion costs soared. Amlak, which signed a $2.7 billion
debt and financing restructuring deal with creditors
last November, made a net profit attributable to share-
holders of 7.17 million dirhams ($1.95 million) in the
three months to June 30, it said in a bourse statement.
This compares with a net profit of 55.79 million
dirhams in the prior-year period. Quarterly income
from Islamic financing and investing assets fell 30.1
percent year-on-year to 64.87 million dirhams and
deposit income roughly halved to 1.11 million dirhams
over the same timeframe. Amlak also recognized amor-
tization of initial fair gains on investment deposits of
51.43 million dirhams in the second quarter, versus
none a year earlier. 

News
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Airbus consortium to build 
a new-generation Ariane 6

PARIS: The European Space Agency has tapped Airbus
Safran Launchers to build a new-generation Ariane 6 rock-
et launcher by 2020 for 2.4 billion euros ($2.7 billion), ESA
said yesterday. Contracts signed yesterday “cover all devel-
opment work on Ariane 6 and its launch base for a maiden
flight in 2020,” ESA said in a statement. ASL noted that
Ariane 6 is slated to reach “full operational capacity” in
2023 under the deal. ESA also stated that European Launch
Vehicle would develop the Vega C launch system for its
2018 debut, at a cost of 395 million euros. The contract for
the Ariane 6 launch base totals 600 million euros, ESA said,
adding that the deals were signed by ASL, ELV and the
French space agency CNES. 

UK airport shops face 
boarding card revolt 

LONDON: Britain’s government urged shops at airports
to lower the prices of tax-free items yesterday as a cam-
paign for passengers to refuse to show their boarding
cards over the issue gathered pace. Sales tax, which cur-
rently stands at 20 percent, is not applied by the gov-
ernment to items sold in airport shops to people travel-
ling to destinations outside the European Union.
Retailers are supposed to discount goods accordingly.
But The Independent newspaper revealed this week
that some stores were failing to apply the reduction,
instead pocketing the difference. Although this practice
is not illegal, several British newspapers are now urging
passengers not to show their boarding cards, which
reveal their destination, at airport shops in symbolic
protest. Treasury Minister David Gauke said: “The VAT
relief at airports is intended to reduce prices for travel-
ers not as a windfall gain for shops. 

SHANGHAI: China cut the yuan’s value against
the dollar for the second consecutive day yester-
day, roiling global financial markets and driving
expectations the currency could be set for further
falls. The daily reference rate that sets the value of
the Chinese currency against the greenback was
cut by 1.62 percent to 6.3306 yuan, from 6.2298
on Tuesday, the People’s Bank of China (PBoC) said
in a statement on its website.

The move took the reductions to 3.5 percent
this week-the largest in more than two decades-
after a surprise devaluation on Tuesday, but the
central bank played down expectations it would
continue to depreciate the currency. The com-
bined drop is the biggest since China set up its
modern foreign exchange system in 1994, when it
devalued the yuan by 33 percent at a stroke.  It is
also a bigger change than the 2.1 percent rise
when China unpegged the yuan, also known as
the renminbi (RMB), from the dollar in 2005.  The
double move has been widely viewed as a way to
boost China’s exports by making them more com-
petitive as growth slows. 

Compounding concerns over the world’s sec-
ond-largest economy, three key indicators
released yesterday all came in below market
expectations, the latest data to show weakness.
China says it is making its exchange rate system
more market-oriented, but some analysts suspect
it could be the start of a longer slide in the yuan
and SG Global Economics predicted the unit
could depreciate by five percent over 12 months.
The cuts have already jolted global share and
commodity markets and Asia-Pacific currencies
have suffered as investors fret over the impact on
economies closely tied to the Asian giant.

Currency war
Analysts said the move could also delay an

expected US hike in interest rates and even threat-
en a currency war as other countries come under
pressure to devalue as well. Washington has long
criticized China’s rigid currency regime, with offi-
cials describing the yuan as undervalued, but the
US offered a mild response, saying it was too early
to judge the changes. “China has indicated that
the changes announced today are another step in
its move to a more market-determined exchange
rate,” the US Treasury said, adding: “Any reversal in
reforms would be a troubling development”.  

Previously, Chinese authorities based the fix-
ing on a poll of market-makers, but the PBoC said
Tuesday they will now also take into account the
previous day’s close, foreign exchange supply and
demand and the rates of major currencies.
Yestersday’s fix was even lower than Tuesday’s
close of 6.3232 yuan to the dollar. The unit closed
at 6.3870, weakening from a day before but trim-
ming losses from earlier, and Bloomberg News
reported that the central bank had intervened to
buy dollars and prop it up.

The new fixing mechanism still gives officials
some discretion in setting the rate, so that it will
not automatically follow the market. China allows
the yuan to trade only within a two percent range
on either side of the daily reference rate, although
the State Council, or cabinet, has signaled it
intends to widen the band. The central bank is
expected to defend the currency should it test the
limits.  The PBoC also dismissed expectations of
continued falls, saying in a statement the
exchange rate movements were normal and
“there is no base for continued depreciation”.

Sentiment hurt
But global markets continued their slide, with

Hong Kong stocks closing down 2.38 percent yes-
terday and Tokyo losing 1.58 percent, while oil
dropped after hitting a more than six-year low in
New York.  Shanghai shares closed down 1.06 per-
cent as worse-than-expected economic figures
also hurt sentiment. Industrial output grew 6.0
percent year-on-year in July, the government said,
slowing from a 6.8 percent increase in June and
coming in below expectations for a 6.6 percent
rise, while retail sales and fixed asset investment

also disappointed. Meanwhile, the International
Monetary Fund welcomed Beijing’s newly
announced system to value the country’s curren-
cy, saying it will allow market forces to play a
greater role in the nation. The IMF said the step
could be a boon in the long run. “The new mecha-
nism for determining the central parity of the ren-
minbi (yuan) announced by the PBC (People’s
Bank of China) appears a welcome step as  it
should allow market forces to have a greater role
in determining the exchange rate,” an IMF
spokesman said in a statement.  — Agencies  

Yuan rate slashed against 

US dollar for second day
IMF welcomes new currency valuation mechanism

HUAIBEI: Chinese women work at a garment factory in Huaibei in central China’s Anhui province. — AP 

BEIJING: A man rides his bicycle past the People’s Bank of China in Beijing
yesterday. — AFP 

HONG KONG: A pedestrian walks past Alibaba.com
advertising in Hong Kong. — AFP 

China’s Tencent posts 
25% profit surge in Q2 

HONG KONG: Chinese Internet giant Tencent saw its
net profit surge by 25 percent in the second quarter
buoyed by growth in online advertising revenue and its
popular messaging service WeChat, the company said
yesterday. Net profit for the three months to June 30
stood at 7.31 billion yuan ($1.14 billion), up 25 percent
from 5.84 billion yuan in the same period last year,
while revenue rose by 19 percent from 19.75 billion
yuan to 23.43 bill ion yuan. Analysts quoted by
Bloomberg News had forecast a revenue figure of 24
billion yuan, but earnings were seen as better than
expected. Shares in Tencent closed down 4.19 percent
at HK$134.9 ($17.39) in Hong Kong yesterday while the
overall market was down 2.38 percent. Tencent’s half-
yearly earnings measured from January to June grew
year-on-year by 15 percent to 14.20 billion yuan, while
revenue growth in the period was 20 percent.

Malaysia’s currency slumps 

to weakest level in 17 years
KUALA LUMPUR: Malaysia’s ringgit curren-
cy slid past 4.0 to the dollar yesterday for
the first time in 17 years, pounded by con-
cerns over economic growth and political
uncertainty stemming from a government
financial scandal. Analysts said China’s sur-
prise devaluation of the yuan also pressured
the ringgit, the worst-performing currency
in Asia over the past year. Malaysia’s econo-
my has been dogged for months by con-
cerns that slumping oil prices will harm
growth in the oil-exporting country. 

Prime Minister Najib Razak also is strug-
gling to fend off corruption allegations
related to his links with debt-ridden state
investment firm 1Malaysia Development
Berhad (1MDB). “Malaysia’s vulnerability is
heightened by deteriorating terms of trade,
high debt, and a fragile fiscal position highly
dependent on oil-related revenue,” said
Chua Hak Bin, an economist with Bank of
America Merrill Lynch.  “Political uncertainty
and 1MDB are also hurting consumer and
business confidence.” The ringgit closed
near 4.03 on Wednesday, down 1.36 percent
on the day and more than 20 percent over
the past year, according to Bloomberg
News. Najib has faced mounting pressure in
the past year over allegations that hundreds
of millions of dollars disappeared from deals
involving 1MDB, which he launched in
2009. The Wall Street Journal last month

reported that Malaysian government inves-
tigators had found nearly $700 million was
routed to Najib’s personal bank accounts.
Najib and 1MDB have denied wrongdoing,
and Malaysia’s anti-graft agency has
claimed the deposits were “donations” from
unidentified parties, a contention that has
been questioned by critics.

Global funds have pulled about $3 bil-
lion from the country’s stock market this
year, Bloomberg said. Malaysia’s main stock

index has lost more than 13 percent since
April. The ringgit’s level yesterday was the
lowest since then-leader Mahathir
Mohamad imposed capital controls and a
peg of 3.8 ringgit per dollar in 1998 to
shield the economy amid a regional finan-
cial crisis. The government will today
unveil the figure for second-quarter eco-
nomic growth, which analysts expect to
have slowed from the previous quarter’s
5.6 percent. — AFP 

KUALA LUMPUR: Construction workers walk across a platform at a building
site in Kuala Lumpur yesterday. — AFP 

UAE’s TAQA close to 

signing $3.1 b loan 

DUBAI: Abu Dhabi National Energy Company (TAQA) is close to
sealing a $3.1 billion five-year loan which will consolidate exist-
ing debts into a new, lower-cost facility, three sources familiar
with the matter said yesterday. The transaction has been final-
ized by the banks backing the loan, but the firm is still waiting
for the assent of the emirate’s Debt Management Office (DMO)
before it can formally sign the deal, the sources said, speaking
on condition of anonymity as the information is not public. 

TAQA, which is 74.1 percent owned by the Abu Dhabi gov-
ernment and which reports second-quarter earnings on
Thursday, declined to comment. The DMO needs to approve
fundraising by Abu Dhabi government-related entities under
rules introduced to prevent excessive borrowing by state com-
panies in the wake of Dubai’s debt problems at the turn of the
decade. This had applied to bond issues but is now being
applied to loans too, according to one of the sources-an Abu
Dhabi-based banker-who said the lack of precedent meant it
was taking longer than expected. 

“There isn’t a template to follow as it’s not been done before
so they (the DMO) are having to put one together,” he said, fore-
casting assent should arrive by the end of August. Despite this
delay, the loan is being regarded as a strong result for the com-
pany, which sought an interest rate that bankers said was diffi-
cult to justify in an environment where lower oil revenues were
squeezing liquidity in the local banking system.

Pricing on the loan starts at 50 basis points over the London
interbank offered rate, although it increases once certain fees
have been added. A number of banks joined the eight lenders
that initially backed the loan during a marketing phase which
began in June.  This allowed the size of the facility to increase
from the $3 billion identified at the start of marketing, though
not as far as the $3.5 billion the company was said to be seek-
ing in May, when the process first started. — Reuters


