
B U S I N E S S
SUNDAY, AUGUST 16, 2015

BEIJING: China’s gold reserves rose by
more than 19 tonnes in July, the official
Xinhua news agency said yesterday,
after the central bank last month gave
the statistic for the first time in six years.

Bullion holdings stood at 1,677.30
tonnes at the end of July, Xinhua said
citing the People’s Bank of China (PBoC),
a 1.16 percent increase on June’s 1,658
tonnes.

The rise is worth nearly $700 million,
according to Friday’s price of $1,118.25
an ounce on the London Bullion Market.

The PBoC issued gold reserve figures
last month for the first time since April
2009, revealing a rise of 57 percent over
the past six years.

China is the world’s largest producer
of the yellow metal, but the increase
marked a slowdown in gold accumula-

tion after holdings jumped 75 percent
from 2003 to 2009.

China ranks fifth globally in gold
holdings, according to Bloomberg News.
The price of gold reached record highs
near $1,800 in 2012 at the height of the
United States’s bond-buying stimulus
programme and the eurozone debt cri-
sis, before falling significantly.

But the yellow metal is considered a

safe bet in times of turmoil and uncer-
tainty and it rose last week after China
devalued its yuan currency, raising con-
cerns over the health of the world’s sec-
ond-largest economy.

Beijing said the move was the result
of switching to a more market-oriented
method of calculating the daily refer-
ence rate which sets the value of the
yuan.

China keeps a tight grip on its cur-
rency on worries sudden fund out-
flows or inflows could cause more
financial risk and challenge its control,
but  i t  has  also pledged to move
towards more flexibility and is pushing
for the yuan to become one of the
units that make up the International
Monetar y Fund’s  “special  drawing
rights” reserve currency.—AFP

China gold reserves up more than 19 tonnes in July

ANHUI: A bank clerk counts Chinese currency notes at a bank outlet in Huaibei in central China’s Anhui province. China’s unexpected move this
week to lower the value of its tightly-leashed currency, the yuan, sent shockwaves through global financial markets. —AP

NEW YORK:  A rocky week for the stock market
ended on a bright note as investors bought
stocks across industries. Stocks wavered in the
morning before climbing steadily during the
afternoon amid a mix of earnings results. The
market also got a lift as China’s currency stead-
ied after a slump earlier in the week that shook
financial markets around the world. The gains
were modest but broad, with nine of the 10 sec-
tors of the Standard and Poor’s 500 index ending
higher.

The S&P 500 climbed 8.15 points, or 0.4 per-
cent, to 2,091.54. The Dow Jones industrial aver-
age rose 69.15 points, or 0.4 percent, to end at
17,477.40. The Nasdaq composite rose 14.68
points, or 0.3 percent, to 5,048.24.

At the close of stock trading, the dollar was
buying 6.391 Chinese yuan, little changed from
the previous day. Reassuring comments from a
Chinese central bank official on Thursday
seemed to ease concerns that China’s govern-
ment would seek to devalue its currency further.
Investors who worried that devaluation suggest-
ed the world’s second-largest economy could be
more fragile than they previously thought.

“We were in a sell-first-ask-questions-later
mode, but we’ve rallied back,” said Piers
Cornelius, a managing director at J.P. Morgan
Private Bank. He says he expects stocks to stabi-
lize over the next few weeks as companies, flush
with record cash, continue to buy back their own
shares. Stocks of retailers rallied after some solid
earnings reports. Nordstrom rose $3.21, or 4.3
percent, $78.13 after beating analysts’ expecta-

tions in results announced late Thursday. J.C.
Penney rose 45 cents, or 5.6 percent, to $8.52
after a narrower loss on stronger-than-expected
sales as the retail chain continues to turn its
business around.

Investors are hoping for good retailer news in
the current quarter, too. On Thursday, the
Commerce Department reported U.S. retail sales
climbed last month, suggesting that strong hir-
ing and lower gas prices are encouraging con-
sumers to spend more.

Sean Lynch, co-head of global equity strategy
at Wells Fargo Investment Institute, said
investors have been remarkably calm in the face
of several potentially unnerving events, includ-
ing a slowing Chinese economy, Greece’s debt
troubles, plunging oil prices and the Federal
Reserve possibly raising interest rates next
month.

“You’ve got recurrent issues worrying the
market ... yet it’s been pretty lethargic,” he said.
“It’s  been trading at a narrow range despite all
the noise.” The S&P 500 ended the week up 0.7
percent. The index is basically unchanged in the
last six months.

Europe had a tougher week. Germany’s DAX
fell 4.4 percent, the CAC-40 in France dropped
3.9 percent and Britain’s FTSE 100 was down 2.5
percent. All three indexes were down Friday.

In addition to worries about China, European
economic growth is weak. Figures from the
European Union’s statistics agency on Friday
showed that growth across the region was 0.3
percent, down slightly from 0.4 percent growth

in the first three months of the year.

US stocks make big moves
Applied Materials fell 41 cents, or 2.4 percent,

to $16.64 after the chip-making equipment
company said that revenue for its most recent
reporting period fell short of analysts’ expecta-
tions. The company also said sales for the cur-
rent quarter could fall as much as 7 percent.

Sysco rose $2.86, or 7.4 percent, to $41.38
after an investment firm run by activist investor
Nelson Peltz said it had acquired a 7.1 percent
stake, making it the food distributor’s largest
shareholder.

The price of US oil rose slightly, but still end-
ed the week sharply lower as rising supplies
continue to outpace global demand growth. U.S.
crude rose 27 cents Friday to close at $42.50, but
finished the week down 3 percent after hitting a
six-year low on Thursday. Brent crude, a bench-
mark for international oils used by many U.S.
refineries, fell 19 cents to close at $49.03 in
London.

In other futures trading on the NYMEX:
Wholesale gasoline fell 2.7 cents to close at

$1.687 a gallon. Heating oil fell 1.1 cents to close
at $1.558 a gallon. Natural gas rose 1.4 cents to
close at $2.801 per 1,000 cubic feet.

In metals trading, gold fell $2.90 to $1,112.70
an ounce and silver dropped 18.6 cents to
$15.21 an ounce. Copper was little changed at
$2.35 per pound. Prices of US government
bonds barely moved, keeping the 10-year
Treasury yield at 2.19 percent. — AP

Yuan and oil stabilize, 
giving US stocks a lift

Stocks of retailers recover after solid earnings

NEW DELHI: India’s Finance Minister Arun
Jaitley said his government was deter-
mined to launch a landmark national sales
tax on schedule, just hours after a chaos-hit
parliament shut down without passing the
bill.

Jaitley left open the option of reconven-
ing the just-ended session of parliament to
push through the long-awaited bill, one of
the biggest economic reforms in decades
aimed at boosting growth.

“We are determined that it be imple-
mented on April 1,” Jaitley told reporters in
New Delhi, referring to the government’s
deadline to implement the Goods and
Services Tax (GST) next year.

“We haven’t prorogued the house yet...
we haven’t yet decided on that,” Jaitley said.
Prime Minister Narendra Modi has made
the bill a key reform to revive Asia’s third
largest economy, by replacing a myriad of
complex state and national levies with a
single tax across internal borders.

But Modi failed to secure support for the
bill in parliament which was hit by days of a
bitter ruckus by the opposition demanding
the resignation of three of his colleagues
over scandals. With the bill now stuck in
parliament, the government faces running
out of time to introduce the tax by the April
deadline. The bill must also be ratified by at
least 15 states before it becomes law. 

Jaitley suggested parliament could be
reconvened before the winter session
scheduled for late this year.  He also
launched a scathing attack on the main
opposition Congress party, saying it had
deliberately hobbled parliament where the
ruling BJP lacks a majority in the upper
house.  

“It (Congress) seems to have a clear poli-
cy of hampering any government that isn’t
their own,” Jaitley said. Companies have
long complained about India’s unwieldy
levies which they say deter investment and
push up prices of locally made goods. The
government says the GST, first proposed by
Congress during its decade in power before
2014, would add two percentage points to
economic growth.

Inflation
India’s inflation rate fell lower than ana-

lysts’ expectations while factory output
inched higher, official data showed
Wednesday, adding pressure on the central
bank to further cut interest rates.

Consumer prices cooled to 3.78 percent
in July from a year earlier, according to the
statistics ministry, lower than the 4.4 per-
cent predicted by a Bloomberg survey.

According to the data, industrial pro-
duction grew 3.8 percent in June, the high-
est in four months, and higher than
Bloomberg’s prediction of 3.5 percent.

The latest inflation figure was down
from 5.40 percent recorded in June, while
factory output rose from May’s 2.7 percent-
signalling a boost in Asia’s third largest
economy. The Reserve Bank of India (RBI)
kept interest rates unchanged earlier this
month, resisting pressure for a fourth cut of
the year and saying the country’s economic
recovery was “still work in progress”. 

But Finance Minister Arun Jaitley
cheered Wednesday’s data on Twitter, say-
ing it showed “that the economy is firmly
on the growth path”.  

RBI governor Raghuram Rajan has made
keeping inflation below six percent a tar-
get, but has already cut interest rates three
times this year in a bid to inject life into the
economy, which at 7.5 percent growth out-
per formed China’s for the first three
months of 2015.

Rajan insisted that any further reduction
would have to wait until the inflationary
effect of annual monsoon rains is known in
a couple of months time. Research firm
Capital Economics voiced hope for further
rate cuts despite Rajan’s focus “on the
impact of a potentially weak monsoon on
local food prices”.

“Even with this in mind, we think that
there is scope for one more interest rate cut
in this loosening cycle,” it said in a state-
ment. Prime Minister Narendra Modi’s gov-
ernment has made reviving the economy a
priority since coming to power last May,
introducing reforms aimed at boosting
demand and increasing foreign direct
investment. —Agencies

India vows to launch major 
tax reform on schedule

WASHINGTON: The International
Monetary Fund delivered a reassuring eco-
nomic assessment of China on Friday, at
the end of a week that saw the Chinese cur-
rency plummet and global stock markets
buckle at the prospect of more bad news
from the world’s second-biggest economy.

In its annual checkup of the Chinese
economy, the IMF predicted China’s econo-
my would grow 6.8 percent this year and
6.3 percent in 2016, unchanged from previ-
ous forecasts. China last year registered 7.4
percent growth, already the slowest since
1990.

On Tuesday, China rattled global finan-
cial markets by devaluing its currency, the
yuan, by 1.9 percent, biggest one-day drop
in a decade. Beijing said the yuan was over-
valued and the devaluation was meant to
catch up to market forces, not counteract
them. The IMF praised China for giving
investors more say in its foreign-exchange
rate.

But financial markets tumbled along
with the yuan. Investors feared the devalu-
ation meant that China’s economy was
weaker than expected and that Chinese

authorities were desperately trying to
jump-start growth. A lower yuan helps
China’s exporters by making their products
cheaper around the world.

In its report, though, the IMF sounded
relatively upbeat about China’s economic
prospects. It sees the country’s economic
deceleration as part of a deliberate plan to
wean China from overdependence on
exports and often-wasteful investment in
real estate and factories, and toward slower
but steadier growth built on consumer
spending.

The fund expects investment growth to
slow to 5.8 percent this year from 7.6 per-
cent in 2014 and for consumer-spending
growth to clock in at 7.1 percent this year,
up from 6.9 percent in 2014.

Steve Barnett, the IMF’s division chief for
China, Asia and the Pacific, told reporters
that China’s “labor market is holding up
well” despite the slowdown. That’s partly
because the economy is shifting away from
manufacturing and toward services, which
employ more people.The IMF also predict-
ed that a recent sell-off in Chinese stocks
won’t damage China’s economy. — AP

China’s FX move raises question:
where’s the inflation?

LONDON: China’s currency devaluation bombshell
this week blew apart the growing consensus that
global inflation had bottomed out and was slowly
moving higher, forcing investors to reconsider their
assumptions on a wide range of financial markets.
The devaluation of the yuan makes China’s goods
cheaper on world markets, a deflationary impulse
that comes just as the Chinese and other emerging
economies were already slowing and commodity
prices falling to the lowest level in years. The 2 per-
cent one-off devaluation on Tuesday and subse-
quent 1 percent fall in the yuan weren’t big in them-
selves, but further depreciation might be.

What has really unnerved markets, however, is
the fear that central banks around the world could
be hamstrung by persistently weak inflation, and
unable to counter growth or financial shocks that
might be coming down the road. “As China cuts the
selling price of exports and as emerging market
countries face new perils, the failure of the world’s
central bankers to reflate their economies will be the
dominant force in markets,” said Russell Napier, an
independent investment strategist. “The investment
lessons are clear: get long cash in general and get
long dollars in particular.”

On Thursday, the breakeven rate on 10-year US
Treasury inflation-protected bonds, essentially a
measure of where investors expect inflation to be
over the next decade, fell to 1.59 percent, the lowest
since January. The euro-zone one-year inflation
swap rate, a market-based measure of inflation
expectations over the next 12 months, fell to 11
basis points on Thursday. It was around 100 basis

points in June and 25 basis points a week ago. The
scale of the decline this week is significant because
it takes the rate back below where it was on March 9
when the European Central Bank began its 1 trillion-
euro bond-buying “quantitative easing” program to
ward off deflation.

The latest US and UK inflation figures will be
released next week. They are for July, when oil prices
plunged 20 percent and Chinese stocks slumped 14
percent, powerful deflationary forces compounded
by this week’s devaluation. Even if they don’t fully
capture the latest shifts, upcoming measures will.
Economists at Barclays on Thursday lowered their
outlook for US inflation out to the end of 2016 from
their previous forecasts a month ago. “Since then,
energy futures prices have moved sharply lower as
the price of crude oil has plummeted,” they said in a
note to clients on Thursday. “The seasonally-adjust-
ed energy component of the consumer price index
will drag on monthly headline CPI readings through
the first quarter of next year.”

Dragon losing its fire
Stocks, commodities, emerging market curren-

cies and the yields on safe-haven government
bonds all fell this week, too, in some cases to levels
and by magnitudes not seen in years.  Germany’s
two-year bond yield hit a record low of -0.29 per-
cent. The solid and widely held belief only a few
months ago that the Federal Reserve would raise
U.S. interest rates in September and that the Bank of
England would follow shortly after have been
chipped away. This unexpected shift in the global

policy and inflationary landscape prompted some of
the world’s biggest currency players to change their
forecasts, mostly for key Asian exchange rates.

Bank of America Merrill Lynch was among several
investment banks to say Beijing’s move represented
a fundamental, secular shift that will prompt “regime
change” in Asian currency rates. It expects the yuan
itself to fall as much as 10 percent by the end of next
year, the Indonesian rupiah to lose 8.7 percent, the
Malaysian ringgit 6.2 percent and the Korean won 5
percent. “The unprecedented events over the past
three days ... will have far reaching consequences for
Asia,” BAML’s Asia strategists wrote in a note on
Thursday. Many analysts say China’s devaluation was
the latest salvo in the global “currency wars”, in
which competing countries explicitly or implicitly
weaken their exchange rates to boost exports, have
intensified in recent years. As interest rates have fall-
en to zero in some developed economies and mon-
ey printing has proliferated, exchange rate policy
has become one of the few remaining levers to stim-
ulate business activity and in some cases avoid
deflation. French bank Societe Generale said
Beijing’s move represented a “tectonic” shift, and
raised concerns over the outlook for European
stocks exposed to the slowing Chinese economy. Its
“Dragon basket” of European stocks with high sensi-
tivity to China, such as automobile, luxury goods
and resource sector stocks, is down 11 percent this
year relative to the broader market and vulnerable
to “further underperformance”. “The yuan is weaken-
ing, and global markets are shaking,” the bank’s
equity strategists said.—Reuters

China is managing transition 
to more stable growth: IMF

OHIO: Ford Motor Company employee assembles a chassis on a 2016 Ford F-650/F-
750 series truck at the company’s Ohio Assembly Plant Aug 12, 2015, in Avon Lake,
Ohio. Production of the medium-duty trucks, previously built in Mexico, is part of a
$168 million plant investment in the United States. —AP


