
Saudi shares rise on interest rate hike optimism
DUBAI: Saudi shares rose yesterday as opti-
mistic investors as an upbeat global backdrop
helped bolster fragile regional investor senti-
ment. Saudi bank shares rose, with the sector’s
measure up 3.5 percent on prospects of bank
lending margins increasing if the US Federal
Reserve hikes interest rates. The overall senti-
ment and performance however, is expected to
be volatile until there is clarity on government
expenditure when the kingdom announces its
2016 fiscal budget next week.

“Investors are now just waiting for the budg-
et and surprisingly, the market is holding well
given the downtrend in oil prices - this is opti-
mism for the budget to be announced next
week,” said Asim Bukhtiar, head of research and
investment advisory at Saudi Fransi Capital.
Saudi’s index rose 1.4 percent, trimming year-to-
date losses to 17.6 percent. Investors are keep-
ing an eye on next year’s government expendi-
ture plans as well as the actual spending for
2015, which will clarify the extent to which a

slump in oil prices has affected the major oil-
exporting kingdom. Oil fell yesterday on fresh
evidence of growing global oversupply with
Brent was down 75 cents at $38.45 as of 1400
GMT.

Global shares meanwhile, rallied as investors
readied for what is expected to be the first rise
in U.S. interest rates in almost a decade. Shares
in Saudi Hollandi Bank surged 7.9 percent hav-
ing slumped to a 29-month low on Sunday after
the lender said it would issue bonus shares.
Investors over-bet on an announcement that
should provide little material benefit to share-
holders. The lender’s board wants shareholders
to receive one bonus share for each held, a rec-
ommendation investors thought was more
important than Hollandi’s proposal to pay a cash
dividend of 0.25 riyals ($0.06) per share for 2015,
a quarter of what it paid for the previous year.

Egypt
Shares in Cairo rose after Saudi King

Salman pledged an investment of more 30 bil-
lion riyals ($8 billion) to help the North African
country meet petroleum needs for the next
five years. Cairo’s index gained 1.1 percent,
trimming year-to-date losses to 27.3 percent -
underperforming all Gulf markets. “The main
problem is the tourism sector, which impacts
dollar inflows due to security concerns,” said
Sherif Shebl, Cairo-based foreign equity sales
trader at Pharos Securities. Tourism in the
country has dampened since the crash of a
Russian passenger plane in Sinai that killed all
224 people on board on Oct 31. Egypt said it
had found no evidence so far of terrorism
involved in the place crash, but Russia and
Western governments have said the likely
cause was a bomb. “The focus is on the central

bank and foreign reserves, which is why the
government is trying to get support from the
GCC.”

UAE, Qatar
Elsewhere, Dubai led gains but small to

mid-sized stocks dominated trading volumes,
signaling a risk-averse stance. Any recovery
will have to be supported by strong volumes
before a sustained trend can take place. Dubai
index climbed 2.3 percent, up for a third
straight gain since Sunday’s two-year low. Abu
Dhabi’s index rose 1.3 percent in its second
gain in three days since Sunday’s 12-month
low, while Qatar’s measure gained 0.7 percent,
also up for a third day since Sunday’s two-year
low. MSCI’s emerging market index has lost
17.5 percent this year and some Gulf markets
have underperformed this measure. Some
investors have reduced their exposure to the
region’s oil-driven economies as crude prices
slumped to near 11-year lows. — Reuters

B U S I N E S S
THURSDAY, DECEMBER 17, 2015

KOKOMO: Judged by how long it has been going on, the
current US economic expansion should be on its last legs,
but the mood in this rebounding heartland auto town
would not show it. Fiat Chrysler Automobiles has doubled its
local workforce to 7,000 amid record industry sales, upscale
apartments are being built or tucked into vacant factories,
and new small businesses are opening along a quaint Main
Street. 

As the Federal Reserve meets to begin a likely turn
towards higher interest rates, the buzz in places such as
Kokomo is one reason policymakers think the US recovery
has room to run. This city of 57,000 was hit hard by the reces-
sion, but the dynamic developing here is one the Fed sees
nationally: more jobs gradually translating into higher
wages, and wage growth translating into spending.

“Seven years ago this was considered one of the
‘dyingest’ cities in America,” with mainstay auto companies
teetering on the brink and people leaving for Indianapolis to
the south and Chicago to the north, said Sandra Young,
owner of the Main Street Cafe. She opened three years ago,
and now sees a booming corporate catering trade as a good
omen that companies and individuals are confident.
“Budgets aren’t so tight,” she said. Compared to other recov-
eries this one is arguably past middle age, and the Fed has
been unusually patient in nurturing it with interest rates
held near zero. 

Since World War Two the average expansion has lasted
just under five years. This recovery has been going on for six
and a half, and throughout that time the economy has strug-
gled to move beyond modest 2 to 2.5 percent annual
growth. As a result, the Fed has stayed put for a full seven
years, about twice as long as the central bank usually waits
to begin tightening. Motor vehicles, with sales through
November up nearly 7 percent from a year earlier, are not
the only part of the retail business doing well. Spending at
restaurants and bars grew more than 8 percent compared to
the year before. Housing-related sectors are also doing fine,
with furniture and home furnishing stores’ sales up 5.6 per-
cent, and building materials’ sales up 3.9 percent, outpacing
overall retail growth of 2 percent.

Autos and auto parts, which account for about a fifth of
US retail sales, could prove important to the Fed’s success in
both “normalizing” rates and keeping the recovery on track.
Policymakers, analysts and people like Kokomo’s United
Autoworkers president say conditions may be aligned to
keep the expansion underway. “We’ve gone from 3,200
members to 7,000 and they are still looking for new stuff to
put in the factories,” said Carl Greenwood, president of UAW
Local 685. Chrysler makes castings and transmissions,
including new models for electric cars, in four plants around
Kokomo.

Return of the consumer
Between low unemployment, a whisper of evidence that

wages are rising, and the savings from low gas prices,
greater consumer purchasing power is finally becoming visi-
ble after a delay that had mystified the Fed. Demand for
autos has been especially eye catching, with record sales of
around 18 million this year. The gradual rate hikes the Fed
may approve this week and over the next year are not
expected to significantly crimp demand, or cool a housing
market that has also propped up recent growth. 

National new homes sales have risen more than 15 per-
cent in the first 10 months of this year from the year before,
and a government index of home prices has been rising at
an annual five percent rate for nearly two years. A recent JD
Power survey estimated that if rates rise 0.5 percentage
points next year it would curb auto sales by just 150,000
vehicles, leaving them well above the average of 15 million a
year since 1990. Not only are interest rates likely to remain
low by historic standards for perhaps another two years, but
members of one key demographic group - the millenials -
are starting to spend, said Standard & Poor’s chief economist
Beth Ann Bovino.

The 16 to 35-year-olds accounted for a fourth of new

auto sales last year and “are the general cohort for which
auto sales are growing at the fastest pace.” Homebuying
among that group is also rising. The current expansion “is
old, but economic cycles do not die of old age... there is
latent demand out there,” Bovino said. Over the last year
business investment has contributed little to economic
growth, hammered by the cutbacks in the energy sector.
Government spending has stagnated, and foreign trade act-
ed has acted as a drag given the weak state of the global
economy and strong dollar. Domestic consumption has
picked up the slack, and Fed chair Janet Yellen is confident it
will continue thanks to further job gains and accelerating
wages. That is the hope in Indiana, where the auto upswing
has pushed the unemployment rate down to 4.4 percent,
below the national average of 5 percent. “If they are doing
well everyone else is doing well,” said Amber Jordan, who left
the auto industry with her husband after more than a
decade to open a specialty toy store selling vintage action
figures. They recently converted an old downtown hotel, the
lobby now lined with Star Wars and other figures. It’s a bet
that people will, for a while, keep coming in the door. “The
jobs go up and down,” she said, but for now “to me, things
feel stable.”— Reuters

JOHANNESBURG: Thousands of protesters
marched through South African cities yesterday
demanding President Jacob Zuma’s resignation
after he triggered economic turmoil by sacking
his respected finance minister. Zuma was left
badly bruised when he fired Nhlanhla Nene last
week in favor of little-known backbencher David
van Rooyen, who was himself removed after
only four days in office. Zuma’s African National

Congress (ANC) party, which has ruled since the
end of apartheid in 1994, won a general election
easily last year but could lose power in some
major municipalities at local polls in 2016.

“We had such hopes in 1994 because of all
the struggles to remove apartheid,” Theresa
Giorza, 55, a university teacher said at the
protest in central Johannesburg, which attracted
about 2,000 marchers. “There were good leaders

in place, and support for ANC at home and
abroad,” she said. “Over time, lots of people start-
ed to feel it was going wrong. It has gone from
bad to worse. Now it’s just rotten.” The debacle
over finance ministers triggered a market rout
and fuelled opposition to Zuma, who has been
buffeted by corruption scandals, a dire economy
and charges of tarnishing Nelson Mandela’s
legacy.

Handing Van Rooyen the key finance portfo-
lio underlined widespread fears that corrupt
Zuma loyalists were calling the shots in govern-
ment. “This was another attempt to blunt the
instruments of democracy,” said  Zwelinzima
Vavi, one of the march organizers. “They were
wanting to grab the treasury for the interests of
(those) who are eating from the carcass of our
state. “Jacob Zuma has demonstrated beyond
any reasonable doubt that he doesn’t have
what it takes to be a leader of a sophisticated
democracy and economy.”

‘Recall Zuma now’   
Placards at the march in Johannesburg

read “21 Years of Undemocratic Rule” and
“Recall Zuma Now”. Other protests were held
in Cape Town and Pretoria. Last weekend, in
one of the biggest crises of his rule, Zuma was
forced into a dramatic U-turn, sacking Van
Rooyen and re-appointing Pravin Gordhan, a
steadying hand who was finance minister
from 2009 to 2014. During the debacle, the
rand collapsed to historic lows as foreign
investors pulled out and government bond
yields jumped in a bout of pessimism over the
future of Africa’s most advanced economy.

Yesterday’s marches were held on the Day
of Reconciliation, an annual holiday on which
the president makes a speech promoting bet-
ter race relations after the era of white-minor-
ity rule. Zuma made no direct mention of the
financial downturn, saying only work was
“continuing to grow the economy so that we
can create jobs... under difficult conditions
given the global economic climate.”
Yesterday, Moody’s cut South Africa’s outlook
from stable to negative in the latest down-
grade by rating agencies. Hit by power short-
ages, falling commodities prices and rising
debt, the country’s economy is set to see
growth of 1.4 percent this year, the slowest
since 2009. The rand has tumbled 23 percent
against the dollar in 2015. — AFP 

S Africans march against 
Zuma after finance U-turn

Moody’s cut South Africa’s outlook

NEW YORK: Traders work on the floor of the New York Stock Exchange (NYSE) yesterday in
New York City. — AFP 

Troubled Rolls-Royce 
cuts top management

LONDON: British engines maker Rolls-Royce, hit by a series
of profit-warnings, announced yesterday changes to its top
management structure, resulting in the departure of its
head of aerospace. The removal of a layer of senior man-
agement represents a first step in a company-wide restruc-
turing announced last month by recently-appointed chief
executive Warren East. “The changes we are announcing
today are the first important steps in driving operational
excellence and returning Rolls-Royce to its long-term trend
of profitable growth,” East said in a statement. Rolls, which
makes engine systems for aircraft and sea vessels,
announced the departures of company veteran Tony Wood,
president of its Aerospace division, and Lawrie Haynes,
president Land & Sea.  “Both will remain with the business
into 2016 in order to assist with the transition to the new
structure,” the company said. Rolls said “the new structure
will clarify executive accountabilities, intensify leadership
focus on operational performance and allow Rolls-Royce to
build on its world class engineering capabilities”.  
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Endemic tax evasion to 
cost Italy $133 billion 

ROME: Endemic tax evasion will cost Italy 122 billion euros ($133
billion) in lost revenue this year, employers’ organization
Confindustria said yesterday. The bosses’ group urged the govern-
ment to initiate a clampdown, highlighting research which calcu-
lated that 99 percent of taxpayers face virtually no risk of being
subjected to spot checks. Confindustria in-house think-tank, CSC,
calculated that by halving the losses to evasion and returning the
savings to taxpayers, the government could have added 3.1 per-
cent to the country’s economic output and generated 335,0000
new jobs in this year alone. The report suggests the scale of tax
dodging in Italy is considerably larger than previously thought
with the government’s most recent estimate having put the loss-
es at 90 billion euros a year. According to the CSC, the biggest
losses, around one third of the total, are incurred because of non-
payment of value added tax (40 billion). Non-payment of payroll
taxes costs some 34 billion and and non- or under-payment of
income tax 23 billion. Confindustria’s report said the shortcom-
ings of the country’s tax administration was the main cause of the
losses. 

SAS shares take off as 
airline returns to profit

STOCKHOLM: Scandinavian airline SAS reported a return to prof-
itability yesterday, sending its shares flying on the Stockholm
stock exchange. SAS said net profit was 956 million kronor (102
million euros, $112 million) in the 12 months to October, its finan-
cial year. It had posted a net loss of 736 million kronor a year earli-
er. Lower fuel prices and a higher seat occupancy rate were the
main factors for the improved performance, SAS said. Shares in
the airline rose more than six percent in Stockholm following the
announcement, vastly outperforming a slightly firmer overall
market. Net profit for the three months to October, the airline’s
fourth quarter, came in at 517 million kronor, against a loss of 309
million a year earlier. 

Halliburton, Baker Hughes 
merger hits antitrust wall

NEW YORK: Oil-services companies Halliburton and
Baker Hughes pushed back the time frame Tuesday for
completing their proposed merger after US antitrust
officials rejected their latest divestment remedies. The
two companies, seeking to combine to take on market
leader Schlumberger, set April 30, 2016, as the dead-
line for completing the deal. In September, the com-
panies had pushed back the time frame by three
weeks to December 15. Tuesday’s deadline was
expected to pass with the Department of Justice nei-
ther accepting offers by the companies to divest
assets to win approval, nor choosing to sue to block
the transaction, Halliburton and Baker Hughes said.
“The DOJ has informed the companies that it does not
believe that the remedies offered to date are sufficient
to address the DOJ’s concerns, but acknowledged that
they would assess further proposals and look forward
to continued cooperation from the parties in their
continuing investigation,” the companies said in a joint
statement. Texas-based Halliburton and Baker Hughes
both provide well services and drilling products to
large oil companies like ExxonMobil and Total. 

Greece passes bad-loan 
bill to unlock fresh funds

ATHENS: Greece’s parliament has approved a controversial
bill allowing banks to sell non-performing loans to the pri-
vate sector, paving the way for the next payment of
bailout funds. International creditors had put pressure on
Greece to pass the bill, which is aimed at lightening the
load of bad loans on the banks’ books, making it a condi-
tion for handing over one billion euros ($1.1 billion). The
new law, adopted late Tuesday, will allow private specially-
created distressed-debt companies to create a secondary
market for non-performing loans. This will be “beneficial
both for banks and private citizens”, Economy Minister
Giorgos Stathakis told parliament. Greece in July accepted
a three-year, 86-billion-euro ($93-billion) EU bailout that
saved it from crashing out of the eurozone, but the deal
came with strict conditions. 

ATHENS: Communist-affiliated protesters shout slo-
gans while marching towards the Greek parliament in
Athens as MPs vote on a set of reforms demanded by
creditors for the release of bailout funds.  — AFP 

JOHANNESBURG: Demonstrators display placards calling for the resignation of South African president Jacob Zuma as they
cross Mandela Bridge in Johannesburg yesterday. — AFP
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As end of Fed ‘free money’ nears,
consumers still likely to spend


