
SEOUL: A man walks by an electronic screen showing the Korea Composite Stock Price Index (KOSPI) in Seoul yester-
day. Asian stock markets were lower yesterday as a persistent drop in the price of oil weighed on investor sentiment,
eroding gains sparked the day before by the Fed’s first rate hike in nearly a decade. —AP
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LONDON: Investors turned cautious yester-
day about what a stronger dollar and weak
commodity prices could mean for the world
economy, as a clutch of central banks moved
to cushion the impact of the first US rate rise
in nearly a decade.

Initial relief after the US Federal Reserve
enacted a long-expected hike earlier this
week started began to fade, as declines in
global stocks and emerging markets showed
that the move might not pass off as smoothly
as hoped. Wall Street, which has shed all gains
made just after the Fed meeting on
Wednesday, was set to open lower, following
earlier falls in European and Asian stocks.

The dollar weakened but remained on
track for its strongest week since early
November, as the price of oil hit its lowest lev-
el seen since early 2009. “I am still quite bear-
ish about the prospects for the first quarter of
next year. The oil price problems are not
going away any time soon,” said Terry
Torrison, managing director at Monaco-based
McLaren Securities.

European shares fell from a one-week high
reached in the previous session. The pan-
European FTSEurofirst 300 index , which had

risen 1.3 percent on Thursday, dropped 0.6
percent. Debt markets built on gains made on
Thursday as investors sheltered in less risky
assets. Money markets are pricing in fewer
rate rises next year than the Fed now projects,
reflecting concern about the economy and
doubts about significant inflation.

“Equities are all down and bond yields are
down  - partly because of stocks, partly
because of lower oil, so the move is global,”
said Ciaran O’Hagan, a strategist at Societe
Generale. Spanish bonds lagged in Europe as
the country braced for its most uncertain elec-
tion in decades this weekend. 

STIMULUS MOVES
The Bank of Japan on Friday bolstered its

massive stimulus program to try to counter
the impact of the Fed move, setting up a new
program to buy exchange-traded funds,
extend the maturity of bonds it owns to
around 12 years and increase purchases of
risky assets. In Taiwan, the central bank unex-
pectedly cut interest rates for the second time
this year. “The global macro dynamics from
the beginning of a Fed rate hiking cycle are
slowly playing out across the world,” Angus

Nicholson, market analyst at IG in Melbourne,
said in a note to clients.

“In the direct wake of the decision we have
seen some dramatic moves in central bank
policy with Taiwan cutting its benchmark
interest rate, Hong Kong and Mexico both hik-
ing rates, and Argentina removing currency
controls.” MSCI’s broadest index of Asia-
Pacific shares outside Japan was down 0.6
percent, but still on course to finish the week
up 1.5 percent. Emerging market stocks fell 1
percent, back at levels seen before the Fed
decision.

Against a basket of other major currencies,
the dollar was up 1.3 percent, headed for its
best week since early November, although it
slipped yesterday.

The dollar sank 1.1 percent against the
Japanese currency to 121.16 yen and
weakened against the euro. Argentina’s
peso plummeted 28 percent on Thursday
after the country’s new government lifted
long-held restrictions and floated the cur-
rency. President Mauricio Macri has prom-
ised to implement free-market reforms in
an attempt to heal the crisis-ridden econo-
my. — Reuters

Markets drop as investors 
digest US interest rate rise

Emerging markets erase post-Fed gains

Mexico raises interest 
rate after Fed move

MEXICO CITY: Mexico’s central bank raised its key interest rate
Thursday for the first time in seven years to protect the peso after the
US Federal Reserve hiked its own benchmark rates.

Banco de Mexico increased the interbanking rate by a quarter-
point to 3.25 percent, one day after the Fed hiked its key federal funds
rate for the first time since 2006. The bank said in a statement that its
first rate hike since August 2008 was “mainly in response” to the Fed’s
decision to increase the US rate from near zero to 0.25-0.50 percent.
Failing to increase Mexico’s rate “could generate an additional depre-
ciation” of the peso against the dollar and affect inflation, the state-
ment said.

“This is good news,” Finance Minister Luis Videgaray told a news
conference. “It sends a signal that the bank is attentive and acting to
protect and preserve the country’s financial stability.” While financial
volatility remains a challenge, the moves by the US and Mexican cen-
tral banks are “good for our economy,” Videgaray said.

Mexico’s economy is closely linked to what happens in its bigger
neighbor to the north. The peso has fallen by 20 percent against the
dollar in the past year, mostly due to the drop in global oil prices and
the strengthening of the US economy.

The Mexican currency closed at 17.35 pesos against the dollar on
Thursday, gaining 0.29 percent from the previous day, when it fin-
ished at 17.40 pesos. While the Mexican economy grew more than
expected in the third quarter and consumer spending expanded,
exports are stagnant and crude prices are still dropping, the central
bank said. Latin America’s second biggest economy grew 2.6 percent
in the third quarter compared to the same period last year. — AFP

LONDON: The richest Britons are accumu-
lating wealth three times as fast as the
poorest, according to new official data like-
ly to heighten concerns Britain is becom-
ing an increasingly unequal society.

For the richest tenth of British house-
holds, total wealth including pensions
increased by 21 percent between 2012
and 2014. For the bottom half of all house-
holds, total wealth rose by just 7 percent
during that period, the Office for National
Statistics said yesterday.

As in many other countries, inequality is
a hot political topic in Britain, which is still
feeling the effects from the 2008-09 reces-
sion, the worst in many decades. Prime
Minister David Cameron’s Conservative

Party points to record levels of employ-
ment and the fastest growth among devel-
oped economies as proof that living stan-
dards are improving across the country.

But opposition parties say the poorest
are shouldering the biggest burden from
government plans to eliminate the deficit,
largely through big cuts to welfare spend-
ing. Total household wealth rose 18 per-
cent to 11.1 trillion pounds ($16.6 trillion)
between 2012 and 2014, much of it driven
through rising private pension holdings,
the ONS said.

The figures showed the distribution of
wealth was skewed sharply towards the
richest, with the most affluent tenth of
households controlling some 45 percent of

all wealth. The bottom tenth accounted for
less than 1 percent. A separate survey from
the Chartered Institute of Personnel
Development on Friday further empha-
sized the sense of worsening inequality
among Britons.

Seven out of 10 British employees
believe the pay of company chief execu-
tives is too high, the CIPD said, with most
saying this demotivates them at work.

A concentration of wealth around
London has long been a defining feature
of Britain’s economy, and the official
wealth data showed little sign of that
changing.

Households in London enjoyed the
biggest rise in median household wealth,

increasing 14 percent between 2012 and
2014, followed closely by Scottish house-
holds where there was a big increase in
pension wealth. But it fell 7 percent in the
regions of Yorkshire and the Humber in
northern England.

Finance minister George Osborne is
seeking to boost infrastructure investment
in northern England to generate economic
growth more evenly across the country.

Underlining the scale of that challenge,
the figures showed more than one in five
households in southeast England have
wealth amounting to more than 1 million
pounds, in part thanks to rising property
prices, compared with one in 50 house-
holds in the northeast. — Reuters

Richest Britons piling up wealth 3 times faster than poorest 

Global disaster costs
fall in 2015: Swiss Re

ZURICH: The economic cost of disasters across the world dropped
in 2015 to around $85 billion (78 billion euros) from $113 million
last year, reinsurance company Swiss Re said yesterday.

Insurance companies covered $32 billion of the total, it said in
its Sigma study. The 2015 figure is much below the annual average
over the past decade of $192 billion, Swiss Re said. The cost of nat-
ural disasters alone accounted for $74 billion of this year’s total, it
said. The industrial disaster in Tianjin in northeastern China, where
massive explosions at a hazardous goods storage firm on August
12 killed 161 people, is estimated to have been the year’s costliest
catastrophe, with insurers covering more than $2 billion of the
damage, but calculations are ongoing.

Among natural catastrophes, the February winter storms in the
United States produced the biggest bill for insurers, costing them
around $2.7 billion.

The Nepal earthquake, which killed 9,000 people and destroyed
500,000 homes had an economic cost of more than $6 billion, but
insurers had to pay out just $160 million, Swiss Re said.

In this year likely to be the warmest on record, heat waves
caused over 5,000 deaths and lack of rainfall also caused consider-
able destruction by drought and fires. “The overall economic
impact of these events was devastating in the areas affected,” said
Kurt Karl, chief economist at Swiss Re. “Often these areas are the
least equipped and have a low level of insurance penetration,” he
noted. More than 3,000 people died in India and Pakistan when
temperatures soared above 48 degrees Celsius (118 F), the reinsur-
er said. — AFP


