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SHANGHIA: An investor monitors screens showing stock market movements at a brokerage house in Shanghai. A
quarter of a century after it opened for business, the Shanghai exchange as a whole has more than 1,000 listed
firms, nearly 100 million investors — more than the membership of the Communist party — and a total market
capitalization of $4.5 trillion. — AFP 

Italian minister

defends ties in

banking scandal

ROME: Italy’s reforms minister rejected calls for her resignation
yesterday over allegations of a conflict of interest in the rescue of
four banks that wiped out the savings of thousands of retail
investors.

The anti-establishment 5-Star Movement (M5S) presented a
parliamentary vote of no-confidence in Maria Elena Boschi, one of
Prime Minister Matteo Renzi’s closest allies, over the collapse and
subsequent rescue of the four small lenders. The motion will be
voted on later and Boschi looked certain to win. The debate has
kept pressure on the government over its handling of the crisis,
but there is little evidence in opinion polls that Renzi has been
damaged by the furore.

The 5-Star Movement says Boschi should step down because
her father had been on the board of one of the stricken banks,
Banca Etruria, and she had held shares in the firm, saying this
influenced government policy making. Boschi, who is responsible
for a major reform of Italy’s constitution that is battling its way
through parliament, denied the suggestion and said that if her
father had made any mistakes, then he should be held to account.

“I am proud of being part of a government that subscribes to a
very simple concept. He who makes a mistake must pay. Whoever
it is, without exception,” Boschi said.

The government salvaged Banca Marche, Banca Etruria ,
CariChieti and CariFe at the end of November, using 3.6 billion
euros ($3.9 billion) from a crisis fund that was financed by healthy
Italian banks. However, shareholders and holders of junior debt
took heavy losses, which Renzi said was inevitable due to new
European Union rules aimed at shielding taxpayers in bank res-
cues.

“Did Renzi’s government ... favour the bank interests? The
answer is evidently ‘yes’,” said M5S’s Alessandro Di Battista.
“Minister Boschi has a conflict of interests that is not as big as a
house but as big as a bank.”

Boschi, a 34-year-old lawyer who is seen as one of Renzi’s
brightest stars, said her father had been on the bank board for
barely 10 months before being forced out when the government
put the flailing firm under administration in February.

She said neither she, nor any member of her family had traded
their modest shares in Banca Etruria since she entered the cabinet
last year, meaning their holdings were now worthless. — Reuters

SHANGHAI: When Qian Qimin started invest-
ing on the Shanghai Stock Exchange-where
trading began 25 years ago today-he lined up
at a sports stadium to buy shares of a textile
machinery maker, one of just a handful of list-
ed companies.

One share in Shanghai Erfangji cost 1.87
yuan (now 29 US cents) on its first day as a
quoted company. It was later taken over in a
corporate restructuring and its successor firm
is now around 16 times higher. A quarter of a
century after it opened for business, the
Shanghai exchange as a whole has more than
1,000 listed firms, nearly 100 million investors-
more than the membership of the
Communist party-and a total market capital-
ization of $4.5 trillion. It has given companies a
key funding source outside the state-domi-
nated banking system and created new
wealth for investors. 

The benchmark Shanghai Composite
Index, which is based on a symbolic 100 point
level on December 19, 1990, closed at
3,580.00 on Thursday. But the market is still
widely described as a “casino”-an image it
cannot shake-and plagued by poor quality
companies and insider trading, analysts said.

Shanghai trading started more than a
decade after the launch of economic reforms

that transformed China, but at a time when
the Communist Party was still deeply wary of
the ultimate capitalist tool. 

“At the initial budding stage, it was self-
organised and very primitive,” said Qian, 49,
now an analyst at brokerage Shenwan
Hongyuan. “There was no technical analysis or
media coverage. It was actually primitive
growth starting from the grassroots.”

After 25 years of growth, he said: “There is
no problem calling it a success.”

Bubble burst 
But the government’s management of

the market has been brought into question
by an unprecedented bail-out earlier this
year after a bubble burst in spectacular fash-
ion, with the index plunging nearly 30 per-
cent in three weeks, having surged 150 per-
cent in the previous 12 months.

Casting market principles aside, regula-
tors barred major shareholders from selling,
allowed hundreds of companies to freeze
trading in their stock and funded a “national
team” to buy for the government.

“They destroyed the market in order to
save it,” said Fraser Howie, an independent
analyst and co-author of “Red Capitalism:
The Fragile Financial Foundation of China’s

Extraordinary Rise”. 
“They’ve set a very bad precedent by sup-

porting the stock market and giving this
impression that the government is there to
support it all the time,” he said.

Analysts say more reforms are needed,
including fostering institutional investors in a
market where most are individual punters
bent on short-term gains, and revamping an
initial public offerings system under which
regulators hand-pick the companies to list-
and set their flotation prices-instead of the
market.

The investor profile grew out of the
exchange’s origins, seen as an experiment
that could be shut down at any time. In the
early days, the exchange was housed in the
historic Astor House Hotel, not far from
Shanghai’s waterfront Bund.

“It was a small market for only a small
group of people who were bold and people
who were not that presentable,” said Li
Daxiao, chief economist for Yingda
Securities, who started as an investor in the
early 1990s. “No one really could take pride
or speak aloud about trading stocks.”
Communist Party members were discour-
aged by their work units from trading, he
recalled.

Crab-eaters 
It did not take long for the first trading

scandal to hit the new stock market. In
February 1995, what was then China’s
biggest brokerage Wanguo Securities
launched a flurry of sell orders for Shanghai-
listed bond futures in the final minutes of
trading to drive prices down. The firm’s presi-
dent was later jailed and the brokerage
forced to merge with another.

Over time the profit motive has drawn in
ever more traders. “The first people who ‘ate
crab’ have reaped huge gains,” said Li, using
a phrase meaning to try something for the
first time. “So that has attracted millions of
individual investors to flock to the market.”

Long ago it moved to a dedicated build-
ing in the city’s new financial district, which
authorities said housed the largest physical
stock trading floor in Asia. — AFP

Many happy returns as 

China market marks 25
Shanghai Stock Exchange still described a ‘casino’

PARIS:The French economy is forecast
to grow at a slower pace in the fourth
quarter due mainly to the impact of the
deadly Paris attacks last month, the
Insee statistics office said Thursday.

Insee revised lower its estimate of
economic expansion in the October-
through-December period to 0.2 per-
cent, down from the previous forecast of
0.4 percent, following the series of
attacks by jihadists that left 130 people
dead. It added that the revision for the
last quarter of 2015 would not change
its growth forecast for the entire year,
which remains at 1.1 percent, the same

as the government’s minimum estimate.
Looking ahead to next year, it fore-

cast 0.4 percent growth in both the first
and second quarters of 2016. The
national statistics agency also predicted
that France’s stubbornly high unem-
ployment rate will begin to come down
slightly by mid-2016. It sees a drop of
0.2 point in that period to a jobless rate
of 10 percent. Joblessness is a key issue
for the Socialist government as
President Francois Hollande has vowed
not to seek re-election in 2017 if there is
no significant decline in unemploy-
ment. — AFP

French economic growth 

to slow after Paris attacks

Telecommunications giant 

to challenge Nigerian fine

JOHANNESBURG: MTN, one of Africa’s largest telecommuni-
cations companies plans to challenge Nigerian authorities
over a hefty fine, the corporation said yesterday.

Acting on legal advice, South Africa-based MTN believes it
has “valid grounds” to challenge the Nigerian
Communications Commission’s $3.9 billion fine in the Federal
High Court in Lagos, the group said in a statement. MTN will
contest the commission’s power to impose a penalty and the
amount demanded, said MTN spokesman Chris Maroleng.
“The manner of the imposition of the fine and the quantum
thereof is not in accordance with the NCC’s powers under the
Nigerian Communications Act,” the statement said.

The Nigerian commission fined MTN for failing to deacti-
vate 5.2 million unregistered cellphone SIM cards by an
August deadline, a matter of national security in Nigeria
where law enforcement says cellphones are used in extremist
attacks and kidnappings.

“They have not written to us officially, but if they eventual-
ly do we (will) meet them in court,” the commission’s
spokesman Tony Ojobo was quoted in the Daily Trust, a
Nigerian newspaper. “They want to test our legal and regula-
tory might and we are surely going to show them.”

The fine, reduced from $5.2 billion, is more than the $2.6
billion profit MTN reported making in Nigeria last year. News
of the fine in October saw MTN’s stock price drop. The compa-
ny has also replaced several senior staff members. The CEO of
MTN Nigeria resigned along with the head of regulatory and
corporate affairs in Nigeria. In South Africa, the group’s CEO
stepped down.

Nigeria, with 62 million subscribers before the deactiva-
tion, provides about a third of the MTN Group’s profits,
according to the company website. MTN has 233 million
subscribers in Africa, Asia and the Middle East, the website
said. — AP


