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SPRINGDALE: In this June 4, 2015 photo, a customer shops for home accessories at a Wal-Mart Supercenter store in Springdale, Ark. The Labor Department releases its Consumer Price Index for July. — AP

Global slowdown hammers US stocks
Biggest drop in nearly four years

NEW YORK: Growing concerns about a slowdown in China
shook markets around the world on Friday, driving the US
stock market to its biggest drop in nearly four years.

The rout started in Asia and quickly spread to Europe,
battering major markets in Germany and France. In the US,
the selling started early and never let up. Investors ditched
beaten-down oil companies, as well as Netflix, Apple and
other technology darlings. Oil plunged below $40 for the
first time since the financial crisis, and government bonds
rallied as investors raced into hiding spots.

“Investors are wondering if growth isn’t coming from the
US or China, where is it going to come from?” said Tim
Courtney, CIO of Exencial Wealth Advisors. “This is about
growth.” By the time it was over, the Standard and Poor’s 500
index had lost 5.8 percent for the week, its worst weekly
slump since 2011. That leaves the main benchmark for
U..investments 7.7 percent below its all-time high-within
shooting range of what traders call a “correction,” a 10 per-
cent drop from a peak.

Markets began falling last week after China announced a

surprise devaluation of its currency, the yuan. Investors have
interpreted China’s move as a sign that flagging growth in
world’s second-largest economy could be worse than gov-
ernment reports suggest. On Friday, they got more bad
news: A private survey showed another drop in manufactur-
ing on the mainland. The Standard & Poor’s 500 index
dropped 64.84 points, or 3.2 percent, to close at 1,970.89.
The Dow Jones industrial average fell 530.94 points, or 3.1
percent, to 16,459.75. That’s 10 percent off its high, a correc-
tion. The Nasdaq slid 171.45 points, or 3.5 percent, to
4,706.04. “Concerns about slowing growth in China are cer-
tainly valid,” said Jeremy Zirin, head of investment strategy
at UBS Wealth Management. “But there doesn’t seem to be
any signal that the weakness abroad is slipping into the US
economy.”

Jitters
Investors pointed to other reasons behind the recent sell-

off, such as falling prices for oil and other commodities as
well as the relatively high prices investors pay for US stocks

compared with corporate earnings. “All of this is coming at a
time when we haven’t had a correction since the summer of
2012,” Zirin said.

Roberto Perli, head of global monetary policy research at
Cornerstone Macro, said the market’s recent slump likely
means the Federal Reserve won’t raise its benchmark inter-
est rate at its September meeting. Fed officials gathering
next month will have to weigh the global pressures against
evidence of a solid US job market and improving US eco-
nomic growth.

“They have the luxury of being able to wait and see what
happens,” Perli said. “But if the meeting was tomorrow, it’s
probably fair to say that they wouldn’t tighten given all the
turmoil in the global markets.”

For all the markets’ jitters, many economists say they
remain confident that the US economy  is resilient enough
to withstand a slowdown in the developing world. And
Europe’s economy appears to be emerging from its long
slump. Major markets in Europe finished with deep losses on
Friday. France’s CAC-40 fell 3.2 percent while Germany’s DAX

lost 2.9 percent. In Britain, the FTSE 100 index dropped 2.8
percent.

In Asia, the Shanghai Composite index suffered another
steep drop of 4.3 percent. Japan’s Nikkei 225 lost 3 percent,
South Korea’s Kospi shed 2 percent and Hong Kong’s Hang
Seng fell 1.5 percent.

Back in the US, government bond prices rose, pushing
the yield on the 10-year Treasury note to 2.04 percent. In the
commodity markets, gold gained $6.40 to settle at $1,159.60
an ounce, while silver slipped 22 cents to $15.30 an ounce.
Copper lost 2 cents to $2.30 a pound.

The price of US oil briefly dipped below $40 a barrel for
the first time since March of 2009.  U.S. crude fell 69 cents to
close at $40.45 in New York. At one point, it fell as low as
$39.86 in midday trading. Brent crude, a benchmark for inter-
national oils used by many U.S. refineries, fell $1.16 to close at
$45.46 in London. In other trading on the NYMEX: Wholesale
gasoline rose 1 cent to close at $1.545 a gallon. Heating oil
fell 3.4 cents to close at $1.462 a gallon. Natural gas fell 7.9
cents to close at $2.676 per 1,000 cubic feet. — AP

WASHINGTON: US Treasury Secretary Jacob Lew pressed China
to continue with economic and financial reforms Friday in the
wake of Beijing’s surprise devaluation of the yuan last week.  Lew
told Chinese Vice Premier Wang Yang in a phone conversation
that Washington recognized the progress China had made on
financial reform, especially toward a more transparent, market-
determined exchange rate for the yuan, according to a Treasury
Department account of the call.  “But, Secretary Lew emphasized
that it is critical China continue with reforms which are necessary
to move towards an economy driven primarily by household con-
sumption rather than exports, which is in both China’s and
America’s best interests,” the Treasury said.

Long under US pressure to free up its controls on the yuan,
which Washington has seen as undervalued versus the dollar,
Beijing let the currency drop 2.8 percent last week in response to a
weakening economy.  The People’s Bank of China also adjusted
the way the yuan’s value is set to better reflect market trends,
although the value has moved little since the initial slide of August
10-12.

Washington remains worried that a weaker yuan policy would
aim at promoting Chinese exports at the expense of imports. Lew
was speaking with Wang ahead of the visit to Washington by
Chinese  President Xi Jinping in September, when China’s eco-
nomic policies will be one of several key topics for discussion with
US President Barack Obama. 

Meanwhile,  China’s manufacturing contracted by an unex-
pectedly large margin this month, a survey showed Friday, adding

to signs of economic weakness.  The preliminary version of the
Caixin purchasing managers’ index, formerly sponsored by HSBC
Corp., fell to a 77-month low of 47.1 in August from July’s 47.8 on a
100-point scale. Numbers below 50 indicate a contraction. That
was weaker than most analysts expected. Output, new export
orders and employment all declined at faster rates than in July.
The preliminary figure is based on responses from 85 to 90 per-
cent of companies surveyed for the index.

“There is still pressure on the front of maintaining growth
rates,” said He Fan, chief economist for Caixin Insight Group, a
Chinese financial news publisher, in a statement. “The govern-
ment needs to fine tune fiscal and monetary policies to ensure
macroeconomic stability and speed up the structural reform.”

China’s economic growth held steady at 7 percent in the latest
quarter ending in July, its weakest performance since the 2008
global crisis. Retail sales growth has weakened and July exports
fell by an unexpectedly large 8.3 percent.  “The old style policy
easing in the past three quarters haven’t been felt by the real
economy yet,” said Citigroup economists Minggao Shen and
Serena Wang in a report.  Chinese policymakers also have to con-
tend with the possibility of capital outflows caused by expecta-
tions of more devaluations of the yuan following last week’s sur-
prise change in exchange rate policy.

Shen and Wang said they expect Beijing to respond with two
interest rate cuts in the next year and a reduction in minimum
reserves banks are required to hold, a move that would free up
more money for lending. — Agencies
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ISTANBUL: In this Monday, June 8, 2015 file photo, Turkish Liras, Euros and US Dollars are stacked at a currency
exchange office in Istanbul, Turkey. In emerging markets worldwide, currencies are plunging over fears that developing
economies are on the verge of a crippling fall. — AP


