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BRUSSELS: Greek Finance Minister Euclid Tsakalotos (sitting right) waits for the start of a round table meeting of eurozone finance ministers at the EU LEX building in Brussels yesterday.—AP

Submit new debt plan or leave: Europe tells Greece
Economy gasps for air with banks closed as system implodes

MIDEAST STOCK MARKETS

Egypt continues slide, 
Gulf hit by oil plunge

DUBAI: Egypt’s stock market continued to slide yesterday, weighed down
by foreign exchange worries, while Gulf bourses fell moderately after oil
prices plunged. The Cairo index, which has been in a downtrend for over
a month and tumbled 4.2 percent on Monday, sank a further 1.5 percent
to 7,753 points. It had broken on Monday below major technical support
between 8,125 and 8,261 points, the December and May lows. That trig-
gered a bearish right triangle formed by the highs and lows since mid-
December and pointing down to around 6,800 points in the longer term.
The market has been hit by foreign exchange and energy shortages,
bloody clashes with militants in the Sinai, and a central bank decision to
let the Egyptian pound resume depreciating last week.

Yesterday, the central bank held the pound steady at 7.73 to the US
dollar at its foreign exchange auction, in an apparent attempt to reassure
the market. But the pound continued weakening in the black market,
suggesting investors think more depreciation is only a matter of time.
Property firm Emaar Misr fell 2.8 percent to 3.45 Egyptian pounds, though
turnover shrank considerably from the past levels of the past two days.
The stock has plummeted after listing on Sunday at an initial public offer
price of 3.80 pounds, and investor willingness to bail out of Emaar Misr
even at a loss has hurt sentiment in the market. Before the listing, analysts
had estimated fair value for the stock at around 4.70 pounds. Palm Hills
Development, another major property stock, dropped 1.6 percent.
Telecom Egypt sank by the same amount.

Arab Cotton Ginning dropped 2.5 percent after the government said it
was halting all cotton imports in a bid to assist production and marketing
of the local crop. The chairman of the Egyptian Chamber of Textile
Industries said the textiles sector would be hurt by the lack of cheap cot-
ton imports.

GULF
Brent crude oil dived more than 6 percent on Monday to around $56 a

barrel, pressured by the Greek debt crisis and volatility in China’s stock
markets, before recovering slightly to around $57 yesterday. Oil’s latest
slide is so steep that it may call into question investors’ hopes for a grad-
ual recovery of crude prices later this year, and raise the possibility of Gulf
governments adopting additional spending restraints. But in contrast to
the stock price plunges triggered by oil price slides late last year and early
this year, Gulf stock markets fell only moderately on Tuesday, suggesting
retail investors have become convinced regional economies can grow
despite cheap oil. The 25-day correlation between Brent crude and
Dubai’s stock index has stayed below 0.3 for most of the time since the
start of the June. The correlation with the Saudi stock index has been
higher because of heavily weighted Saudi petrochemical shares, but it is
still only just above 0.3. The Saudi index fell 0.5 percent yesterday as
petrochemical firm Saudi Basic Industries lost 1.9 percent. Dubai’s index
dropped 0.4 percent as Emaar Properties slipped 0.9 percent and con-
struction firm Drake & Scull declined 2.3 percent. But Amlak Finance , a
favourite of local retail investors seeking short-term profits, was the most
heavily traded stock in Dubai and rose 0.8 percent. Abu Dhabi slipped 0.6
percent as telecommunications blue chip Etisalat fell 1.1 percent. Qatar
slid 0.3 percent as Barwa Real Estate dropped 0.4 percent. —Reuters

BRUSSELS: European leaders warned Greek Prime
Minister Alexis Tsipras to submit new bailout propos-
als at an emergency summit yesterday or risk leaving
the euro, after Greeks defiantly voted ‘No’ to further
austerity.

The radical leftist leader will face his 18 euro-zone
counterparts in Brussels as the country’s economy
gasps for air, with banks closed until at least Thursday
amid fears the Greek financial system is imploding.
German Chancellor Angela Merkel and French
President Francois Hollande presented a united front
when they met in Paris on the eve of the make-or-
break summit, urging Tsipras to make “precise” pro-
posals in order to restart talks.

Their tough stance was echoed by euro-zone
finance ministers and officials meeting hours before
the summit, who warned that without a “credible”
reform plan from the Greeks they could rule nothing
out. “Personally I am skeptical a deal will be found,”
Slovakian Finance Minister Peter Kazimir told
reporters.

When asked if a so-called “Grexit” from the single
currency was possible, EU Commissioner for the euro
Valdis Dombrovskis said: “If trust is not rebuilt, if there
is no credible reform package, it cannot be excluded”.
The summit comes two days after Greeks rejected
reform terms for a new EU-IMF bailout in a hastily-
arranged referendum that was a political victory for
Tsipras but infuriated Europe.

Tsipras is expected to call for debt relief to cut
Greece’s massive 320 billion euro ($350 billion) debt
mountain but that is a red line in many European
capitals, especially in Berlin and the newer eastern

members of the euro-zone.

France will do ‘everything’ 
Paris and Berlin remain divided despite the

Merkel-Hollande display of unity, with Germany’s
Economy Minister Sigmar Gabriel insisting that talks
on reducing Greece’s debt were impossible before
Athens implements reforms.  But French Prime
Minister Manuel Valls insisted that a Greek exit from
the currency it joined in 2001 was not an option,
drawing the line much more firmly than austerity-
minded Berlin has so far. “France is convinced that we
can’t take the risk of Greece leaving the euro-zone,”
Valls told French radio, adding that France would do
“everything” to keep it in. A bridging loan is another
possibility to get Greece-which historically defaulted
on its IMF debt last week-through a huge payment of
more than 3 billion euros to the European Central
Bank on July 20, reports say.

Greece’s new Finance Minister Euclid Tsakalotos is
due to make his first appearance at Tuesday ’s
Eurogroup meeting, a day after his outspoken motor-
bike-riding predecessor Yanis Varoufakis stepped
down amid a rift with Athens’s creditors. The Oxford-
educated Tsakalotos was due to hold face-to-face
talks with Jeroen Dijsselbloem, the head of the
Eurogroup of euro-zone finance ministers, ahead of
the meeting.

“It’s going to be very difficult,” Dijsselbloem said.
“We’ll have to await new proposals from the Greek
government, hopefully they’ll have them here today
and they’ll be credible.”

Tsakalotos did not comment as he arrived in

Brussels, but said earlier that the six-month-old radi-
cal Greek government wants “to continue the discus-
sion” though how the far-leftists would use their
resounding victory in the summit talks remained
unclear.

Grim in Greece 
The situation remains grim in Greece, where liq-

uidity-starved banks are unable to open until
Thursday at the earliest.

Athenians awoke yet again yesterday to the bleak
reality of closed banks and more l ines at cash
machines to make their daily withdrawal limit of 60
euros ($67), as fears grew the ATMs could soon be
running empty. “I’m very afraid we will get no cash
anymore in the coming days. They really have to fix it,
end of this week at the latest, otherwise it (the econ-
omy) is collapsing,” said pharmacist Lambros Vritios.

The European Central Bank, which has been keep-
ing Greek lenders afloat, said Wednesday it had
decided to maintain emergency funding to Greek
banks-so-called Emergency Liquidity Assistance (ELA)
— at its current level of 89 billion euros.  But it said
Greece had to provide more collateral, a move that
will make it more difficult to access the vital funds in
the future.

The ECB’s future decisions on whether to keep
Greece afloat will depend largely on the signals from
the crunch meetings in Brussels yesterday, either that
a deal is possible or that the gulf is too wide.

In Sunday’s referendum, 61 percent voted to reject
austerity terms in exchange for releasing more funds
under an international bailout package. —AFP

US trade deficit widens 
as exports drop in May

WASHINGTON: The US trade deficit widened in
May, fueled by a drop in exports that could height-
en concerns over weak overseas demand and a
strong US dollar.

The Commerce Department reported yesterday
that the trade gap grew $1.2 billion to $41.9 bil-
lion. That was less than the $42.6 billion deficit
expected by analysts and suggests Wall Street
economists may slightly raise their forecasts for
economic growth in the second quarter.

But the drop in exports in May highlights a
change in the tenor of economic growth since the
United States exited the 2007-2009 recession. The
economy relied more on export-led industries
such as manufacturing early in the recovery, but
growth is increasingly coming from domestic driv-
ers like construction and services as the economic
cycle matures. Exports fell $1.5 billion, or 0.8 per-
cent, to $188.6 billion in May, led by a drop in

overseas sales of US-made capital goods. Imports
fell by about $300 million, or 0.1 percent, to $230.5
billion.

Prices for US Treasuries rose after the data,
while US stock index futures were unchanged. The
dollar gained against a basket of currencies. Since
the middle of last year when the Federal Reserve
made clear it was planning to raise interest rates
to keep the economy from eventually overheating,
the dollar has strengthened, making US exports
less competitive.

Since that time, Europe’s economy also has
been on shaky ground and the European Central
Bank has eased monetary policy, causing the euro
to weaken against the dollar. European policymak-
ers are currently fighting a debt crisis in Greece
that threatens to rip apart the continent’s mone-
tary union.

Exports of goods to Germany fell 6.0 percent in

May from the prior month, according to non-sea-
sonally adjusted figures. Sales fell 4.2 percent to
France, 2.1 percent to Mexico and 3.0 percent to
Japan. The US economy contracted at a 0.2 per-
cent annual rate in the first quarter, hit by bad
weather, a strong dollar, spending cuts in the ener-
gy sector and disruptions at West Coast ports.

Other economic data, including figures on hir-
ing and consumer spending, have pointed to a
rebound during the second quarter, and a firming
domestic economy could encourage the Fed to
raise rates later this year.

In May, the drop in imports came as purchases
from China rose 9.5 percent. That could fan further
criticism from US  manufacturers that Chinese
firms are using a cheap currency and unfair subsi-
dies to gain market share in America. At the same
time, US net imports of oil fell to $5.8 billion in
May, the lowest level since 2002. —Reuters


