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JOHANNESBURG: South Africa’s rand dropped to historic
lows yesterday after President Jacob Zuma sacked his
respected finance minister in a move that triggered wide-
spread fears about the country’s economic outlook. South
Africa has faced mounting financial problems in recent
years, with unemployment at over 25 percent, GDP
growth grinding almost to a halt and power cuts hobbling
industry.

Zuma removed Nhlanhla Nene late Wednesday with-
out giving any reason, and replaced him with David van
Rooyen, a little-known lawmaker from the ruling Africa
National Congress (ANC) party.

“We view this as profoundly negative,” Peter Montalto,
an analyst at Nomura, said in a scathing criticism of the
president. “The removal of a technocratically sound,
decent, hardworking, well respected, fiscally conservative

and reform-minded Finance Minister is a serious blow.”
Montalto said Nene’s surprise sacking appeared to be

because he publicly slapped down a move by state-
owned South African Airways (SAA) to renegotiate a
plane-leasing deal with Airbus. Nene, who was appointed
in 2014, also criticized the affordability of a nuclear plant-
building program.

Both projects are seen as being controlled by Zuma
loyalists, who are regularly accused of using their influ-
ence to benefit from government contracts. Nene’s sack-
ing came less than a week after South Africa was moved
closer to “junk” status by credit rating companies, which
highlighted growth predicted at a sluggish 1.4 percent
this year, and rising interest and inflation rates. Falling
commodity prices have also added pressure to the coun-
try’s key mining sector. — AFP

Sacking of finance minister shakes S African confidence

SHANGHAI: It has taken a slump in the prop-
erty market, a white-knuckle ride on local
shares and a currency devaluation, but China’s
retail investors are finally taking a serious look
at overseas stocks and bonds. That is music to
the ears of foreign brokers and wealth man-
agers and to local entrepreneurs who can
make a profit on their coat tails, for the sums
involved could be vast.

Investment bank CICC says China’s high
net-worth individuals control $4.4 trillion in
assets, but allocate only 5 percent of their
wealth overseas, compared with a global
average of 24 percent, and ordinary middle-
class savers hold further trillions on deposit in
Chinese banks.

If both groups reallocate their assets in line
with global norms, some fund managers say
as much as $6 trillion of Chinese money could
find its way into overseas stock and bonds.

Money is already leaving China, especially
after a summer stock market crash and
August’s devaluation of the yuan. In

November China’s foreign exchange reserves
drained by their third-sharpest rate ever to
their lowest level since early 2013. Official fig-
ures don’t distinguish between retail and insti-
tutional investment, but Chinese purchases of
offshore debt and equities rose a hefty 11 per-
cent in the second quarter.

And they don’t capture reallocations from
existing offshore portfolios including real
estate, home to many billions of dollars of
Chinese money. Domestic fund managers say
growing interest in a scheme that lets local
mutual funds invest in offshore assets is
revealing. The Qualified Domestic Institutional
Investor (QDII) scheme had failed for years to
attract much interest from Chinese until this
year, when institutions started bidding up the
price of the scheme’s investment quotas trad-
ed between them.

“QDII quota suddenly became very expen-
sive this year,” said Shen Weizheng, fund man-
ager at Shanghai-based Ivy Capital, who plans
to launch a Hong Kong bond fund to meet ris-

ing demand for overseas assets from main-
land clients.

“Domestic capital is rushing out as the
yuan is no longer firm,” he added. David
Friedland, manager of Asia Pacific operations
for trading platform Interactive Brokers, which
has offices in Hong Kong and China, said
increasingly sophisticated Chinese investors
were looking overseas. “We’re seeing a good
chunk of interest. People can’t just put all their
money into apartments,” he said.

BUBBLE RISK
Brian Qian, a 33-year-old risk controller at a

Chinese bank, fits the profile of this new breed
of investors. He said he had invested several
million yuan, half his investable wealth, into
overseas stocks and bonds this year.
“Investment returns in China are much lower
than previously,” he said, and he no longer
trusted the local stock markets after the sum-
mer crash, nor China’s risky high-yield wealth
management products (WMP). — Reuters

HANGSHAN CITY: Men playing cards under a bridge next to the Xin’an River on a rainy day in Huangshan city,
southern Anhui province. China’s consumer inflation rate edged up in November, official data showed on
Wednesday while factory gate price falls lingered at a six-year low as the world’s second-largest economy
grapples with slowing growth. — AFP 
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BoE points to new
oil price fall,

slower wage growth
LONDON: The Bank of England’s rate-setters focused on a
renewed fall in global oil prices and slower wage growth at home
as they voted 8-1 again to keep interest rates at their record low of
0.5 percent. The minutes of the Bank’s latest policy meeting
showed it was in no hurry to match an expected rate hike by the
US  Federal Reserve next week as there was “no mechanical link”
between the Bank’s thinking and that of other central banks.

The BoE also said it expected the softer spending cuts
announced last month by finance minister George Osborne
would give a boost to growth next year.

Britain’s economy has grown strongly for more than two years
but inflation remains below zero and the BoE has kept rates at the
level to which they were cut during the worst of the financial crisis
nearly seven years ago. Governor Mark Carney and other
Monetary Policy Committee members said the “material news” in
the month since they previously met was that the price of oil had
“fallen markedly again”, which raised the likelihood of inflation
staying subdued. They also highlighted a levelling off in wage
growth in Britain, something which is central to the Bank’s deliber-
ations on when interest rates need to rise.

“Despite lower unemployment, nominal pay growth appears
to have flattened off recently,” the minutes said. The slowdown
could be a blip in the numbers, or the result of people working
fewer hours, they said. It might also be a reflection of employers
offering lower wage deals because of low inflation, something the
Bank has said previously said could hurt Britain’s recovery.

“The Committee noted this effect was likely to reverse in due
course, however, as inflation increased,” the minutes said. The
Bank reiterated that it expected headline inflation to remain
below 1 percent until the second half of 2016.

When the Bank first made that short-term inflation forecast last
month, it prompted investors to push back into late 2016 and
2017 their expectations of when the BoE was likely to finally start
raising rates. A top BoE official then warned investors against read-
ing too much into the Bank’s projections based on market esti-
mates when it came to assessing the outlook for rates.

Economists polled by Reuters expect the Bank to start to raise
interest rates in the second quarter of 2016. As in previous meet-
ings, Ian McCafferty, one of four external members on the nine-
person MPC, voted to increase rates to 0.75 percent.

All 52 economists in a Reuters poll had predicted the Bank
would keep Bank Rate at 0.5 percent and an overwhelming major-
ity had forecast another 8-1 vote.

BoE Governor Mark Carney has previously said that the deci-
sion on when to raise rates was likely to come into “sharper relief”
around the turn of the year. But more recently, he has said the
Bank will move when the time is right. Carney has previously sent
other messages that a rate hike might be on the way, only to be
knocked off course by surprises such as the plunge in oil prices.

Another reason for the Bank to be cautious is Britain’s planned
referendum on its membership of the European Union.
Economists polled by Reuters said uncertainty over the vote’s
result, which could hurt business investment and growth, was the
biggest risk to Britain’s economy in 2016. Prime Minister David
Cameron has said he plans to hold the referendum before the end
of 2017. The BoE said yesterday that a softening of spending cuts
planned by finance minister Osborne could add 0.2 percentage
points to growth next year. — Reuters 

PRETORIA: South African president Jacob Zuma (right)
shake hands with newly appointed Minister of Finance
David Van Rooyen after a swearing  ceremony as the
new South African Minister of Finance yesterday. — AFP


