
B U S I N E S S
WEDNESDAY, AUGUST 19, 2015

BANGKOK: Thailand’s currency slumped
to a six-year low yesterday and shares fell
in Bangkok over concerns an unprece-
dented attack in the capital could hit the
vital tourism sector.

At least 20 people were killed and over
120 wounded when a bomb ripped
through a Bangkok religious shrine late
Monday, in what authorities said was the
worst ever attack on Thai soil and target-
ed at foreigners.

The baht fell as much as 0.8 percent to
35.648 against the dollar on Tuesday,
touching its lowest point since April 2009.

It closed at 35.556. Bangkok shares
slumped as much as 2.8 percent in open-
ing deals, their steepest decline this year.
The market ended down 2.56 percent or
36.13 points at 1,372.61. 

Tourism-linked companies led the sell-
off, with Airports of Thailand plunging
6.62 percent while Central Plaza Hotel
tumbled 10.60 percent. 

“Thailand is vulnerable right now as
economic growth and corporate earnings
are weak, while tourism is not doing
great,” Andrew Stotz, CEO of Bangkok-
based Stotz Investment Research, told

Bloomberg News. The timing of the blast
just as “we’re coming into this high
tourism season” means it could be partic-
ularly damaging to the sector, which
accounts for 8.5 percent of GDP, he added.

Chinese, Hong Kong, Singaporean,
Indonesian and Malaysian citizens were
among those killed in the attack on the
Erawan shrine in the heart of Bangkok’s
tourist and commercial centre.

Morgan Stanley said big-spending
Chinese tourists-whose numbers have
soared in recent years, bucking a general
downtrend-are particularly likely to be

put off by the unrest.
Last year around 4.6 million Chinese

nationals visited the kingdom, with the
average tourist spending 5,500 baht
($155) per day, more than the average
European visitor.

The attack comes after Thailand’s econ-
omy slowed in the second quarter, hit by
weak domestic demand and exports, with
growth expected to be hampered this
year by China’s devaluation of the yuan.

Gross domestic product grew 2.8 per-
cent between April and June compared to
a year earlier, official data showed

Monday, slowing from three percent in
the previous quarter.

Hours before the blast, Thailand’s plan-
ning board trimmed its 2015 growth fore-
cast to 2.7-3.2 percent, down from 3.0-4.0
percent.

It also warned growth faces “major
constraints” after China devalued the
yuan last week, sparking fears of a curren-
cy war in Asia. The Thai baht is among sev-
eral Asia-Pacific currencies that have
slumped since the yuan cut, suffering
their worst two-day sell-off since the
Asian financial crisis last week. — AFP

Thai baht at six-year low, shares fall after bombing

BEIJING: A Chinese investor looks at her cellphone as others monitor stock prices at a brokerage house in Beijing, yesterday. The Shanghai
Composite Index fell 6.2 percent on Tuesday as investors resumed sell-offs of Chinese stocks despite the stabilization of the Chinese yuan. —AP

HONG KONG: Asian shares fell yesterday, with
Shanghai leading the declines as investors doubt-
ed Beijing’s commitment to prop up shares while
Bangkok slumped after a bomb attack in the Thai
capital.

The dollar headed higher against the euro,
helped by improving confidence in the US housing
sector ahead of the release of US central bank min-
utes. Shanghai closed down 6.15 percent, or 245.51
points, at 3,748.16 — its biggest daily fall in three
weeks-while Hong Kong lost 1.43 percent, or
339.68 points, to end the day at 23,474.97.

Tokyo closed down 0.32 percent, or 65.79
points, at 20,554.47. Sydney fell 1.20 percent, or
64.55 points, to 5,303.10 and Seoul dipped 0.62
percent, or 12.26 points, to close at 1,956.26.

Thai shares, meanwhile, notched their steepest
decline this year of 2.56 percent and the baht slid
to its lowest level since 2009 after a bomb attack
killed at least 20 people and injured scores.

Asian shares gave up early gains driven by a
higher close on Wall Street as jitters about the
health of China’s economy spread across the
region.  Traders in China said they now doubt
Shanghai will be able to break above the key 4,000
point level soon without evidence Beijing will
unleash fresh stimulus.

“The market lacks the momentum to go up,”
Shen Zhengyang, an analyst at Northeast
Securities, told AFP. “In the short-term, the market
will fluctuate on the weak side.”

Markets have long been on edge about slowing
growth in China, but concerns reached fever pitch
last week after a shock devaluation of the yuan
sparked fears it is stalling more than previously
though. The steep fall in the yuan scared many
investors into dropping Chinese assets and last
week Shanghai and Hong Kong shares saw $531

million net outflows-the ninth week of sales out of
10.

Fed in focus 
China’s central bank on Tuesday said it pumped

120 billion yuan into the money market, which
state media said was the largest single-day cash
injection since January 2014. Even a pledge Friday
by the securities regulator, to keep supporting
equities through the state-backed China Securities
Finance Corp. for years to come, has not reassured
some dealers.

“Investors ran for the exit when the government
failed to step in to support the market,” Steve
Wang, chief China economist at Reorient Financial
Markets, told Bloomberg News.

“The CSF has become a main player in this mar-
ket so everyone is watching it. People panic when
it stops buying.” Markets are now awaiting the
release of minutes from the Federal Reserve on
Wednesday, which could shed light on the US cen-
tral bank’s timing for an interest rate rise.

Speculation the Fed will soon raise its key rate
for the first time in almost a decade has strength-
ened the dollar, while concerns the fall in the yuan
could spark a currency war has dragged on many
Asia-Pacific currencies.

In Tokyo the dollar was quoted at 124.32 yen,
down from 124.41 yen in New York late Monday.
But it strengthened against the euro, which traded
at $1.1068 and 137.60 yen from $1.1078 and 137.81
yen. The Thai baht fell to 35.556 against the dollar,
touching its lowest point since April 2009 on fears
a deadly bombing in the capital could hit the vital
tourism sector. Bangkok shares slumped 2.56 per-
cent, the most in eight months, led by a slump in
tourism stocks. Transport-related companies were
also hit. Oil prices slipped as fears of a lasting glob-

al oversupply weighed on the market.
US benchmark West Texas Intermediate for

September delivery was down 32 cents to $41.55
in afternoon trade. Brent crude for October gave
up 11 cents to $48.63. Gold was at $1,119.83 com-
pared to $1,121.23 late Monday.

In other markets:
Wellington fell 0.29 percent, or 16.66 points, to

5,710.76. Fletcher Building was 1.81 percent off at
NZ$7.58 while Contact Energy rose 0.76 percent to
NZ5.28 Taipei slid 0.44 percent, or 36.2 points, to
8,177.22.  Taiwan’s biggest bank Cathay Financial
Holding fell 3.86 percent to Tw$44.80 while Fubon
Financial Holding declined 3.38 percent to
Tw$51.40.  Manila ended flat, losing 3.39 points to
7,333.45. Top-traded Universal Robina rose 1.06
percent to 190 pesos, SM Prime Holdings was flat
at 20 pesos, while GT Capital dropped 1.22 percent
to 1,294 pesos. Mumbai eased 46.73 points, or 0.17
percent, to 27,831.54. Engineering firm Tata Elxsi
gained 19.71 percent to 2132.10 rupees, while
Indian Bank slid 4.89 percent to  153.70. Kuala
Lumpur rose 7.06 points or 0.45 percent to
1,579.60. Maybank added 2.93 percent to 8.43 ring-
git and Tenaga Nasional gained 0.58 percent to
10.46, while Public Bank lost 0.11 percent to 17.96
ringgit.

Singapore fell 0.58 percent, or 17.70 points, to
3,049.65. City Developments eased 0.56 percent to
Sg$8.95 while Singapore Airlines gained 1.5 per-
cent to Sg$10.16. Jakarta ended down 1.63 percent
or 74.91 points at 4,510.48. IT firm Multipolar
Technology gained 4.69 percent to 1,340 rupiah,
while media company Media Nusantara Citra fell
6.37 percent to 1.910 rupiah.

Bangkok closed down 2.56 percent, falling 36.13
points to 1,372.61.—AFP

China shares slump 6% 

leading losses across Asia

Market lacks momentum to go up

LONDON: The significant slowdown in
many emerging market economies is a
medium-term trend that could persist for
years, a senior Moody’s analyst said yester-
day.

Marie Diron, senior vice president at the
rating agency, said countries such as Brazil,
Turkey and South Africa were all at risk as
local political concerns added to broader
pressure on developing economies.

“Emerging markets for a range of coun-
try-specific factors are growing significantly
more slowly than before the global finan-
cial crisis. We think that this is a medium-
term trend, here to stay for some time,”
Diron said in response to questions in the
Reuters Global Markets Forum chatroom.

South Africa and Turkey were the two
most exposed to a rise in US interest rates,

expected next month or in December, due
to their high levels of dollar-denominated
debt. Brazil, which like Turkey is on the low-
est rung of the investment grade ladder at
Baa3, has political troubles and sells com-
modities to now stuttering China.

“We forecast a marked recession
(around -2 percent) this year, followed by
zero growth,” Diron said. “We have also seen
business confidence plummet as political
and policy uncertainty is high. Investment
has fallen abruptly. These factors will likely
stay in place for some time.”

She refused, however, to comment on
the prospects for either country’s rating.

She saw slower Chinese growth for the
rest of the decade.  Last week Moody’s said
Beijing’s move to loosen its reins on the
yuan was credit positive. — Reuters

Emerging markets to 

stay sluggish: Moody’s 

Big business could help Brazilian 

president survive political storm 

BRASILIA: Brazilian business leaders may
have ideological differences with struggling
leftist President Dilma Rousseff, but calls for
her impeachment make many of them nerv-
ous, effectively giving her support from an
unexpected quarter.

The business community worries that a
traumatic ouster would pile a period of deep
political uncertainty onto a downturn that
economists say could translate into a 2 per-
cent contraction of the economy this year.

That tacit support of big business and a
tentative deal with a restive Senate is helping
Rousseff survive a crisis just seven months
into her second four-year term.

“An impeachment is a traumatic affair that
affects the political and business arenas at a
time when Brazil is struggling to regain its
credibility abroad,” said Alencar Burti, presi-
dent of the Sao Paulo state Federation of
Chambers of Commerce, which represent
some 200,000 business owners.

“What matters now is saving our country.
We need to find a solution above personal
interests.” Though some businessmen have
told lawmakers that an impeachment would
help Brazil regain credibility, most see few
gains from the uncertainty it would likely
bring. Earlier this month, Brazil’s biggest
industrial groups and most powerful media
corporation, Globo Comunicacao e
Participacoes SA, called for a political deal to
secure stability.

But while they may not want her
impeached, many investors hope Rousseff’s
weakened political state will force her to
abandon her interventionist economic poli-
cies for good.

Under intense pressure from Congress,
Rousseff last week embraced a business-
friendly agenda proposed by Senate chief
Renan Calheiros. Such a plan had long been
demanded by companies struggling with the
country’s notoriously tangled red tape and
byzantine tax system.

The measures includes fast-tracking envi-
ronmental permits, simplifying taxes and bol-
stering guarantees in contracts with the state.
The plan, which is yet to be debated in the
Senate, could bring down costs for compa-
nies ranging from retailer GPA SA to miners
like Anglo American Plc and even embattled
engineering firms such as Odebrecht SA.

Although Rousseff scored political and
court victories last week that made an
impeachment vote in Congress less likely in
the short term, it still looms as a threat as her
opponents press allegations she took illegal
campaign donations and doctored public
accounts. A Datafolha poll published on Aug.
6 showed two out of three Brazilians say
Rousseff should be impeached. Her approval
rating was 8 percent, as her popularity
plunged to the lowest of any president since

Brazil returned to democracy 30 years ago.
Hundreds of thousands of Brazilians took to
the streets on Sunday to call for her ouster.

The upheaval is already hurting business-
es. In the second quarter, the number of com-
panies ruling out investments over the next
12 months surpassed those considering new
capital expenditures, the worst result since
the Getulio Vargas Foundation started the
investments survey in 2012.  The survey’s
coordinator, Aloisio Campelo, said the politi-
cal noise is making companies more wary of
new investments.

From crisis to change?
Rousseff, of the leftist Workers Party, has

struggled to control its motley alliance in
both the Senate and the Lower House, which
is led by the Brazil Democratic Movement
Party. She also needs business on her side -
throughout Brazil’s turbulent years of democ-
racy, the business elite has traditionally been
a power behind the throne.

Rousseff is organizing a meeting with the
heads of the country’s biggest companies as
early as this week, seeking support in trying
to revive the economy, government officials
told Reuters.

Finance Minister Joaquim Levy, seen by
many in financial markets as her govern-
ment’s remaining anchor of credibility,
already met with senior executives of top
lenders such as Itau Unibanco Holding SA
and Banco Bradesco SA, sources familiar with
the meeting said. Rousseff, a technocrat and
ally of former leftist president Luiz Inacio Lula
da Silva, has had rocky relations with big busi-
ness since she first took office in 2011.

Though during her first term Rousseff
bestowed dozens of billion of dollars in cheap
loans for Brazilian corporations to expand
abroad, her involvement in the contracts of
electricity producers and imposition of low
rates of return in road projects angered many
executives.

Since her re-election last October,
Rousseff has eased her intervention in the
economy and opted for more a orthodox
approach that included fiscal austerity. She is
now adopting the Senate’s pro-business
agenda to get Congress on her side.

“Her fragility could pave the way for a
modernization drive that brings forward
measures that have been dormant for a long
time,” said Leonardo Barreto, head of political
consultancy Mosaico. The measures could
also help recover some lost market confi-
dence.

“This new agenda arrived late, but at least
it puts something on the table that could
help bring back confidence,” said Paulo
Protasio, head of Rio de Janeiro’s Chamber of
Commerce. “This could change the mood, but
we need to see it materialize.”—Reuters

DYBVAD: Workers are seen at the drilling site of French gas giant Total in Dybvad,
Denmark yesterday. Locals protesting against the project turned up outsite the drilling
site to celebrate the news that Total is pulling out of its controversial shale gas explo-
ration project in northern Denmark after failing to find sufficient deposits.  — AFP 

TOKYO: Crisis-hit Toshiba said yesterday it will
book a net loss for the last fiscal year, as it scram-
bles to revise its financial records to account for
a billion dollar accounting scandal.

The company also announced that it would
appoint a host of renowned Japanese business
people as outside directors in a management
overhaul to improve its corporate culture, in
which high-handed bosses routinely pressured
their subordinates to inflate profits. Toshiba said
it expected to log a net loss for fiscal 2014, which
ended March this year, although it was not able
to provide an exact figure.

The company also said it expected to report
annual sales of 6.66 trillion yen ($54 billion) and
an operating profit of 170 billion yen for that
year. In a bid to beef up its corporate gover-
nance, the company also announced it would
expand the number of outside directors from
four to seven, including a former supreme court
justice along with a number of well-known busi-
ness leaders from other major firms.

The vast 140-year-old conglomerate has been
hammered by revelations that top executives
pressured underlings to systematically inflate
profits by about $1.2 billion since the 2008 glob-
al financial crisis.

One of the most damaging accounting scan-
dals to hit Japan in recent years, the case
prompted an incumbent president and seven
other top executives to resign last month after a
company-hired panel found top management

complicit in a years-long scheme to pad profits.
Toshiba will hold an extraordinary sharehold-

ers meeting in September to discuss the new
board members as well as its plans to improve
its corporate culture. Best known for its televi-

sions and electronics, including the world’s first
laptop personal computer and DVD player,
Toshiba has more than 200,000 employees glob-
ally and also operates in power transmission and
medical equipment. —AFP

Toshiba taps ex-top execs 

of major firms as directors

TOKYO: Japan’s troubled electronics giant Toshiba president Masashi Muromachi bows his
head as he announces the new management of the company at Toshiba’s headquarters in
Tokyo yesterday. Crisis-hit Toshiba said it will book a net loss for the last fiscal year, as it scram-
bles to revise its financial records to account for a billion dollar accounting scandal. —AFP


