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KUWAIT: As mentioned many times in the past year,
in order not to cause a market panic and risk global
markets to a total surprise, FOMC members have been
vocal about raising interest rates in 2015. The latest
speech of Fed president Janet Yellen mentioned that
the labor market had moved demonstrably closer to a
more normal state, a reason why the central bank is
likely to raise short-term interest rates later this year.
The Fed chairwoman seemed enthusiastic to start the
tightening process, although cautiously, saying mov-
ing too soon could threaten the recovery while wait-
ing too long would risk overheating the economy and
accelerating inflation.

Having kept interest rates at zero for almost seven
years, the Fed’s main concerns this year is to keep the
US economy on track, at the same time, keep interest
rates from shooting up and avoid a damaging strong
US Dollar for US companies. While the rest of the world
remains in an easing mode, the Fed’s dilemma will be
how to attempt to calibrate a low growth and inflation
environment with a gradual stronger Dollar. 

Globally, now that world has avoided the Greek
Euro exit nightmare, the attention turns on the politi-
cal process in Athens with the negotiation of the third
ESM program.  Briefly, additional fiscal and structural
reforms commitments need to be secured for a suc-
cessful ESM program. With great local political uncer-
tainty, implementation risks remain high until bigger
political changes and economic improvements mate-
rialize in Greece. 

On the foreign exchange side, the US Dollar
regained some strength this week after strong retails
sales and employment figures. As mentioned above,
as the market attention moved away from the Greek
situation, the Euro started the week at 1.0829 to move
up to 1.1018 once the Greek parliament ratified the
first set of prior actions needed to start the negotia-
tion of the new bailout program. The currency ended
the week at 1.0984. With many investors away on holi-
days and few economic data out, we expect the cur-
rency to continue range-trading going into the month
of August. 

Market focus
In the UK, the market focus this week was on the

Bank of England minutes. Indeed, the Sterling Pound
gained some strength after the release of the Bank of
England minutes that highlighted some policy makers
assessing rising inflation risks. Following BoE Carney’s
comments that the time to increase rates was getting
closer, the minutes offered investors clearer evidence
of how broad such a shift has become amongst poli-
cymakers. After starting the week at the 1.5600 level,
the Pound rose to a high of 1.5671 on Thursday. The
disappointing retail sales figures dampened investors’

excitement and brought down the pound to a close
the week lower at 1.5508.

In Asia, the Japanese Yen continue to range trade
against the USD between a low of 123.57 and a high
of 124.48.  With lower seasonal trading volume, and
many investors on leave, it seems investors are mostly
waiting to see what would be the next US Fed course
of action, prior to embarking on the next move.

In the commodities world, oil market fundamen-
tals remain weak. In the absence of OPEC production
cuts or supply disruption, oil prices are likely to remain
under pressure especially with global growth remain-
ing weak and Asian markets under pressure. US crude
oil prices dropped again to close the week at $48.14
after reports showed total commercial crude stock-
piles increase by over 2.4 million barrels last week.

With the Greek exit avoided, gold prices continued
their descent pressured by stronger US economic
data. Investors continue to bet that the Fed would
raise interest rates in September putting enormous
pressure on Gold prices. 

Housing Market on Fire
In a very quiet week in terms of economic data,

Mortgage application volume barely moved at all,
coming out at 0.1% gain for the week ending July 17
from the previous week. Volumes remains better than
a year ago by just over 8%. Purchase applications are
also 18% higher than they were a year ago.

In parallel, Existing Home Sales jumped to the
fastest pace since February 2007. Sales rose 3.2%
month-on-month to an annualized rate of 5.49 million
versus economists’ expectations for a 5.40 million.
Moreover, housing starts rose 9.8% to an annualized
rate of 1.174 million, also the highest since mid-2007. 

As the economy created almost three million jobs

over the past year, with the unemployment rate at
5.3%, the drop in energy prices we have witnessed this
year boosted US consumers purchasing power helped
by mortgage rates still near all-time low.

Claims Dropping Suggesting Solid Growth and
Higher Consumer Spending 

Initial jobless claims fell last week to their lowest
level in more than forty-one years, suggesting job
growth remained solid going into the summer. Initial
claims benefits declined 26,000 to 255,000 for last
week, the lowest level since November 1973. 

Last week’s drop remains an outlier and exagger-
ates the strength of the labor market, as claims are
volatile during summer when automakers usually shut
assembly plants. However, it is interesting to notice
that the better labor numbers come in parallel to oth-
er reports showing strongest levels of home sales and
consumers stepping up their spending after a weak
winter. 

The decline in jobless claims tells us that the unem-
ployment rate, currently at 5.3%, will continue to move
lower potentially causing unemployment rate to fall
below the 5%, which would be lower than prior to the
financial crisis. 

Europe & UK
Europe, Now What?

As market attention turned away from Greece fol-
lowing Sunday’s agreement and this week’s parlia-
ment actions, the ECB became a non-event as Draghi
downplayed recent tightening in Eurozone financial
conditions but that a response would materialize on
further deterioration. 

The ECB also approved a 900 million EUR increase
in Greek bank ELA liquidity provision allowing banks

to re-open with a withdrawal limit of 420 Euros per
week and other limited services offered to the public. 

In parallel, Europe has also disbursed 7.2bn EUR
under the EFSM bridge loan financing arrangement,
of which more than 6bn has been immediately used
to pay back Greece’s July ECB bond maturity, arrears to
the IMF and a loan from the Bank of Greece. 

Germany’s Affected by the Global Slowdown
Especially from Emerging Markets 

Germany’s July PMIs showed a renewed weaken-
ing across sectors, after some improvement in June,
while economists expected a stable reading. In three
out of the last four months, services as well as manu-
facturing PMI declined. In July the composite PMI fell
to 53.4 from 53.7 in June. 

In details, the manufacturing PMI came at 51.5
compared to expectations of 51.9. the number was
especially weighed down by the export side. New
exports orders declined to 49.7 much more than total
orders and the lowest reading since January. The num-
ber remains in line with the ongoing weakening of
global trade especially of emerging markets. The posi-
tive twist to the report remains that the employment
component rose in July. Services PMI came at 53.7 ver-
sus expectations of 54, however, continues to be in an
expansionary territory.

The BoE Is Preparing the Market for a Slow
Tightening Cycle

The Bank of England dilemma continues after the
disappointing UK retail sales data for June. Sales fell by
0.2% on a monthly basis and missed market expecta-
tions of a 0.4% rise. Even with the annual growth rate
decelerating from 4.7% to 4.0%, we believe British
consumers spending remain solid thanks to weaker

food and energy prices and higher real average earn-
ings  

On a different note, this week’s release of July BoE
meeting minutes revealed a number of members felt
inflation risk is risking, and for some, the policy deci-
sion had become “more finely balanced.”  

BoE member Miles also stated that UK inflation
could pick up sharply at the turn of the year matching
the tone of his intervention at last week’s hearing
before the Treasury Select Committee, when he
backed Governor Carney’s view that the first rate hike
has come closer.  In addition, although the minutes
showed a unanimous 9-0 votes to keep rates on hold
in July, rising external fears of a Greek exit was cited as
the main reason for such a decision, while on the other
hand inflation risks were getting increasingly skewed
to the upside. 

Asia 
Japan Relying on US Consumers

The Bank of Japan’s June report of real exports rose
1.0% on a monthly basis and fell 3.6% on a quarterly
basis between April and June. Moreover, the BoJ’s
Monthly Report of Recent Economic and Financial
Developments for July noted, “exports and industrial
production have been picking up, despite some fluc-
tuations. Regarding the economic outlook, “exports
are expected to increase moderately, mainly against
the background of the recovery in overseas. 

Despite the deterioration of the Chinese market
representing a major risk for Japanese exports, it
remains that the US consumer-spending environment
remains much more important for the BoJ along lower
commodities and energy prices. 

China Confusing Data
Chinese purchasing managers index fell to its low-

est in 15 months in July, with some analysts blaming
the recent stock market crash and weak export for the
weak number. The index fell to 48.2 versus expecta-
tions of 49.7, much lower than the 50 expansion level.
The reading is likely to suggest that the improvement
of the economy we have witnesses as of late may not
have extended into the start of the third quarter and
that downside risks to growth remain high. Moreover,
the number contradicts the official figures published
last week, showing the Chinese economy growing at a
healthy 7%.  As a result, investors expect People’s Bank
of China to step up their action and continue cutting
interest rates and the reserve requirement ratio for
banks in an effort to boost the slowing economy. 

Kuwait
Kuwaiti Dinar at 0.30285
The USD-KWD opened at 0.30285 yesterday morning.

Will the rise in interest rates lead to higher dollar?

WASHINGTON: Negotiators from the US, Japan and
10 other Pacific Rim countries could put the finishing
touches on the most ambitious trade and investment
deal in decades when they meet this week in Hawaii.

But with the details of the Trans-Pacific
Partnership, or TPP, hidden in intense secrecy, the
talks have fueled suspicion that whatever they
achieve will benefit powerful corporations but not
economies and people generally. And with China
deliberately excluded, it remains to be seen if a 12-
country deal will be enough to coax Beijing toward
further opening its economy and embracing more
international business standards.

By most accounts, TPP negotiators have narrowed
their focus to a number of key issues, and are under
pressure from Washington to finalize a deal in the
coming months.

That would advance the US agenda for a new
international framework for trade in services, invest-
ment and protection of intellectual property. 

Such a framework could also become a model for
the even larger Transatlantic Trade and Investment
Partnership (TTIP) Washington is negotiating with the
European Union.

Challenge to China 
US President Barack Obama has staked much

credibility on reaching a deal. The talks between trade
ministers beginning Tuesday on the Hawaiian island
of Maui come only after he won a bruising battle in
Congress for the power to reach a final agreement
without interference from the legislators. The deal will
help a whole range of US industries, from farms to
shoemakers to movie studios, he has argued.

“If we don’t write the rules for trade around the
world-guess what-China will. And they’ll write those
rules in a way that gives Chinese workers and Chinese
businesses the upper hand,” Obama said in May.

There are also significant stakes for the other
countries involved: Australia, Brunei, Canada, Chile,
Japan, Malaysia, Mexico, New Zealand, Peru,

Singapore and Vietnam.
Yet the secrecy of the TPP talks has also stirred sus-

picions. Negotiating documents obtained by
WikiLeaks depict a wishlist of US businesses that crit-
ics say could raise the cost of drugs, allow investors to
sue countries in extra-national tribunals, sharply
increase protections for intellectual property while
criminalizing small violators, as well as lower protec-
tions of a person’s personal information while increas-
ing data-focused companies’ rights to it.

The suspicions are strong enough that WikiLeaks is
raising $100,000 to offer to anyone that can deliver
the muckraking website the entire TPP text. 

“Very little in this agreement is about free trade...
In recent years any free trade agreement has really
been about intellectual property protections,” said
Susan Sell, a political science professor at George
Washington University.

40% of the global economy 
TPP would bring together around 40 percent of

the global economy, attempting to update and har-
monize existing bilateral trade agreements between
most of the members. According to a study by the
Peterson Institute for International Economics in
Washington, it could add $295 billion in annual global
income after the 10-year implementation period.  A
relatively small part of that would be from traditional
goods trade, where global tariffs are already low, not-
ed economist Peter Petri, one of the study’s authors.

TPP aims to open up things likes Japan’s protected
auto and farm product markets, and generally cut
barriers to Vietnam’s exports.

More important, Petri says, is setting global rules
that ensure that companies can invest in economies
and feel secure that their investments are going to be
free of excessive regulation or interference.

“This is the most important trade negotiation
we’ve had in more than 20 years,” he told AFP. 

“It will have very significant indirect benefits
in how it  wi l l  begin to reshape trade rules

across the world.”
TPP grew out of the failure of the World Trade

Organization to address advanced economy interests
like investment standards and dispute resolution, pro-
tections for copyrights and patents, and issues arising
from ecommerce and data-based industry.

TPP would be a platform to build upon. 
“The ultimate goal of the process has to be a

region-wide system. It doesn’t help either the US or
China to divide up the Asia-Pacific into two zones,”
Petri said. China has advanced its own idea for an
Asia-wide trade deal-the Regional Comprehensive
Economic Partnership, or RCEP-that would likely offer
much less than TPP for American companies.

Even so, both Washington and Beijing see the TPP
and RCEP as building blocks for a broader Pacific
trade deal, dubbed the Free Trade Area of the Asia-
Pacific. “We believe they can work in parallel as two
main routes leading to the building of the FTAAP,” for-
eign ministry spokesman Hong Lei said in April, refer-
ring to the broader trade deal.

Higher costs for consumers 
But critics say that does not make TPP any great

deal. Dean Baker of the Center for Economic and
Policy Research in Washington said TPP’s prospective
economic gains are small and offset by higher costs
to consumers from increased protections for intellec-
tual property.

“People will be paying higher prices for drugs, for
copyrighted material.  That’s the same as a tax
increase,” with the beneficiaries being US corporations
which are insiders to the negotiations.

While nothing is clear about how close negotia-
tors are to a deal, the TPP chapters revealed via
WikiLeaks showed some significant differences
between the 12 countries. But pressure is there to
reach a final deal within months. With the US facing
elections in November 2016, and voters suspicious of
trade treaties, any delay could jeopardize its ratifica-
tion in Congress.— AFP

Ambitious trade talks head 
to Hawaii for final stage

BRUSSELS: A meeting of the US Federal
Reserve and the first estimate of US second-
quarter growth are likely to be this week’s
economic centrepieces with markets able for
the first time in months to look beyond
Greece’s debt struggle.

After a series of emergency euro zone
meetings, Greece has received a bridge loan
of 7.2 billion euros ($7.9 billion) and passed a
series of measures designed to persuade
international creditors to agree a third bailout
of 86 billion euros. Those talks are likely to
come to a head in August.

In the meantime, the Fed’s rate-setting
Open Market Committee meets on Tuesday
and Wednesday. Economists do not expect a
rate rise until September when the central
bank plans a news conference, unlike July
when only a statement is planned.

Fed Chair Janet Yellen has warned, howev-
er, that “every meeting is live”, with a decision
possible at any time. The policymakers will
probably already have a steer on U.S.  gross
domestic product in the second quarter, a
first estimate of which will be published on
Thursday. The economy is seen returning to
growth, of 2.7 percent, after a contraction in a
weather-hit first three months.

Weak retail sales and a disappointing
employment report in June and May’s sharp
drop in business confidence have raised con-
cerns the world’s biggest economy is slowing.
But a fifth monthly rise in consumer prices in
June and strong housing data could support
a monetary policy tightening.

“I think GDP will be good enough not to
derail a September rate hike,” said Rob
Carnell, chief international economist at ING.
“I think you’d really need to have bad data to
affect the story even with inflation not really
evident.”

Split seen over uk rate hike
In Britain, data on Tuesday is expected to

show Europe’s second-largest economy

recovered from a surprise slowdown in early
2015 and grew by a quarterly 0.7 percent in
the April-June period, back to the kind of
pace seen at the end of last year.

Britain is on course to expand at a faster
pace than other rich economies for a second
year in a row but its recovery remains heavily
reliant on consumers, rather than manufac-
turers.

A widely watched consumer confidence
survey is predicted to show optimism dip-
ping slightly in July but remaining close to its
highest levels in more than 15 years. Data
from the Bank of England on Wednesday is
expected to show mortgage approvals hit-
ting their highest levels in more than a year.

The Bank of England meets the following
week, with no rate change expected then,
although the vote could expose the first split
this year within the Monetary Policy
Committee. New forecasts for the economy
are likely to pave the way for a rate hike in
early 2016 or possibly even late 2015.

With a pause in the Greek crisis, the stand-
out event in the euro zone will be the first
estimate of inflation, due on Friday. It is seen
steady at 0.2 percent, after early expectations
of a slight rise to 0.3 percent.

Weaker than expected euro zone purchas-
ing managers’ indexes (PMI) released on
Friday may have dampened hopes that the
European Central Bank’s bond-buying and
the tumbling euro are boosting growth and
driving inflation higher in Europe.

Finally, the overall health of the Chinese
recovery should become clearer after official
National Bureau of Statistics PMI data for
both manufacturing and services on
Saturday.

Friday’s flash Caixin/Markit PMI showed
activity in Chinese factories contracted for a
fifth consecutive month and by the most in
15 months in July, sending gold to a five-
month low and copper to a six-month
trough. — Reuters

DUBAI: EMC Corporation yesterday reported second-
quarter 2015 financial results. Consolidated second-
quarter GAAP revenue was $6 billion, up 2% year over
year. Consolidated second-quarter non-GAAP1 rev-
enue was $6.1 billion, up 3% year over year and up
8% on a constant currency basis2. 

EMC generated $1 billion in operating cash flow
and $647 million in free cash flow3 in the second
quarter, and ended the quarter with $14.8 billion in
cash and investments. EMC repurchased approxi-
mately $2 billion worth of its common stock year-to-
date and returned $225 million to shareholders in the
second quarter via a quarterly dividend.

Joe Tucci, EMC Chairman and CEO, said, “While
pleased with many aspects of the second quarter,
especially with the market acceptance and rapid
growth of our newer products, we also saw cus-
tomers become more conservative around refreshing
their traditional infrastructures as they plan their IT
transformations. We also saw ongoing geopolitical
factors in China and Russia. To capture more opportu-
nity, we have honed our growth strategy around four
pillars: best-in class products and solutions that are, or
will be, offered as a service; an expanded focus on
cloud services; tighter coordination of our federated
go-to-market approach; and a leadership team that is
second to none. We are confident in our strategy in
becoming the most trusted partner to customers
embarking on digital transformation and hybrid

cloud journeys, and we remain laser focused on
enhancing shareholder value.”

Zane Rowe, EMC CFO, said, “My thanks to the
entire team for their hard work and execution in the
second quarter. We are seeing success in the growth
areas of our portfolio, while our traditional storage
category was impacted by customers focusing on
their short-term purchasing needs as they develop
their digital agendas. We continue to drive growth,
cost efficiency and business transformation, as well as
additional alignment across our businesses.”

David Goulden, CEO of EMC Information
Infrastructure, said, “In an IT market that is changing
rapidly, our new businesses are performing excep-
tionally well, with the Emerging Storage business
now at nearly a $3 billion revenue run-rate, which we
expect will grow more than 30% in 2015. We are
focused on evolving our storage portfolio, delivering
solutions, leading in high-growth areas and getting
more aggressive on costs and are taking additional
steps to manage the trends in our traditional storage
business. Going forward, the favorable mix toward
new applications and transformational spend will
serve us well beyond 2015.”

EMC Information Infrastructure
Second-quarter revenue was up 1% year over year

and up 6% on a constant currency basis2. Information
Storage revenue in the second quarter was up 1%

year over year and up 6% on a constant currency
basis2. Emerging Storage4 revenue was up 49% year
over year in the second quarter, led by XtremIO, Isilon
and Software-Defined Storage. Within Emerging
Storage, XtremIO revenue growth exceeded 300%
year over year, and remains the all-flash array market
segment leader. Within the Converged Infrastructure
business, Vblock and Vblock-related revenue had
greater than 30% growth year over year.

Pivotal
Second-quarter revenue was up 18% year over

year and up 19% on a constant currency basis2.
Pivotal continues its transition to a subscription busi-
ness model, more commonly measured by annual
recurring revenue (ARR)6, which in the second quar-
ter was approximately $60 million, up almost 60%
quarter over quarter. Pivotal is achieving significant
momentum as enterprise customers leverage the
Pivotal portfolio for their digital transformation jour-
ney. * VMware: Second-quarter 2015 GAAP revenue
was up 4% year over year, non-GAAP revenue was up
10% (up 13% on a constant currency basis2) year over
year. VMware continues to diversify its business by
expanding its portfolio of products to enable the soft-
ware-defined enterprise, making progress on its
strategic initiatives focused on the software-defined
data center, hybrid cloud solutions, business mobility
and end-user computing.

EMC announces Q2 financial results

US, UK growth in focus 
as Greece crisis pauses 

TANJUNG PRIOK PORT: In this photograph taken on July 2, 2015, laborers work at a
construction site at the Tanjung Priok port, north of Jakarta. New Priok will be
Indonesia’s biggest port once completed, and is one of 24 ports planned to overhaul
maritime connections in Southeast Asia’s top economy, which comprises more than
17,000 islands.  — AFP 


