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HONG KONG: A woman walks past a display of the Hang Seng Index that sank 442.32 points or 1.9 percent to 23,297.15 at a bank in Hong Kong, Friday. Global stock markets were sharply lower Friday as investor sen-
timent was dented by renewed worries about the financial health of Deutsche Bank following reports that some hedge funds were moving their businesses out of Germany’s biggest bank.— AP

BEIJING: China’s yuan joins the
International Monetary Fund’s basket of
reserve currencies yesterday in a milestone
for the government’s campaign for recogni-
tion as a global economic power.

The yuan joins the US dollar, the euro,
the yen and British pound in the IMF’s spe-
cial drawing rights (SDR) basket, which
determines currencies that countries can
receive as part of IMF loans. It marks the
first time a new currency has been added
since the euro was launched in 1999.

The IMF is adding the yuan, also known
as the renminbi, or “people’s money”, on
the same day that the Communist Party
celebrates the founding of the People’s
Republic of China in 1949.

“The inclusion into the SDR is a mile-
stone in the internationalisation of the ren-
minbi, and is an affirmation of the success
of China’s economic development and
results of the reform and opening up of the
financial sector,” the People’s Bank of China
said in a statement.

China will use this opportunity to fur-
ther deepen economic reforms and open
up the sector to promote global growth,
the central bank added.

The IMF announced last year that it
would add the yuan to the basket, so actual
inclusion is not expected to impact finan-
cial markets. But it puts Beijing’s often
opaque economic and foreign exchange
policy in the international spotlight as

some central banks add yuan assets to their
official reserves. Critics argue that the move
is largely symbolic and the yuan does not
fully meet IMF reserve currency criteria of
being freely usable, or widely used to settle
trade or widely traded in financial markets.
U.S. Republican presidential nominee
Donald Trump has said he will formally
label China a currency manipulator if he
wins November’s election.

China stunned investors by devaluing
the currency last year and the yuan has
since weakened to near six-year lows,
adding to worries about already feeble
global growth.

Some China watchers also fear that
Beijing’s commitment to further market
opening and financial sector reforms will
fade after its diplomatic success, despite
repeated reassurances from Beijing it will
continue with the process.

US Treasury Secretary Jack Lew said on
Thursday the yuan was “quite a ways” from
true global reserve currency status. The
new IMF status recognises the “enormous”
change in China in the last 10 years that
had made the yuan more open, but Beijing
still had work to do to make its currency
and its economy more market-driven, he
said. “Being part of the SDR basket at the
IMF is quite a ways away from being a glob-
al reserve currency,” he said.

Capital Economics said inclusion of the
currency in the IMF’s SDR basket will have

minimal impact on foreign demand for
yuan assets, so “offers little support” for the
currency.

“If anything, the risk is that official inter-
vention to keep the renminbi stable ahead
of its inclusion will subsequently be paired

back, allowing for renewed deprecation,” it
said in a research note. The IMF on Friday
fixed the relative amounts of the five cur-
rencies in the basket for five years, based
on their average exchange rates over the
past three months.  —Reuters

Yuan joins elite club of IMF currencies
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WASHINGTON: File photo, International Monetary Fund Managing Director Christine
Lagarde speaks during a news conference, in Washington. On Friday, Lagarde called
the inclusion of China’s renminbi as the fifth currency in an elite group of the world’s
reserve currencies “an important and historic milestone” for the international finan-
cial system. — AP

MEXICO CITY: Mexico’s central bank chief said
on Friday that a Donald Trump victory in the US
presidential election would hit Mexico like a hur-
ricane.

Speaking on local radio, Agustin Carstens also
said that “it was a reality” that there was a corre-
lation between the country’s weakening curren-
cy and the Trump campaign. The Mexican peso
has fallen about 11 percent against the dollar
this year.

Asked whether the Republican nominee’s vic-
tory would be like a category five storm for the
countr y,  Carstens said “yes,  i t  would be a
stronger hurricane” than if Democratic nominee
Hillary Clinton wins.

Carstens added that the scenario for Mexico
was better with a Clinton win in the Nov. 8 presi-
dential election. In a radio interview later on
Friday, Carstens said that he does not expect the
government’s currency commission to hold any
extraordinary meetings prior to the U.S. election.

The commission’s next scheduled meeting is
Nov. 17. Mexico’s central bank on Thursday hiked
its benchmark interest rate by 50 basis points, to
counter the peso’s decline, concerned it could
fan inflation.

In Friday morning trade, the peso was 0.96
percent stronger, at 19.335 per dollar. Trump has
vowed he would build a wall on the border with
Mexico and renegotiate or scrap the Nor th
American Free Trade Agreement if he is elected.
The United States is Mexico’s main trading part-
ner, and Wall Street analysts say concern over
any potential trade restrictions have weighed on
the peso.

The peso has become a vehicle used to cover
against the risks linked to the November elec-
tion, Carstens said. Queried about Trump, he
added that “one candidate’s” unconventional
ideas posed a risk to the economies of Mexico,
the United States and the world. When asked
what would happen if Clinton wins, Carstens said
that if the factors that cause volatility reduce, the
peso could strengthen.

“Without a doubt, I agree with the possibility
that the peso could appreciate under certain sce-
narios in the future,” he said.

Carstens added that the bank had to use its
judgment in using tools such as the sale of dol-
lar-denominated foreign reserves. Trump’s visit
to Mexico City in August to meet President
Enrique Pena Nieto sparked outrage across the
countr y,  and led to the resignation of  Luis
Videgaray as finance minister.— Reuters

Trump win would
hit Mexico like 

a ‘hurricane’

NEW YORK: Heavy market pressure on
Deutsche Bank eased Friday as a knowl-
edgeable source told AFP the US fine over
toxic debt it sold would be only $5.4 billion,
not the $14 billion originally demanded.

A person familiar with the talks between
Deutsche Bank and the Department of
Justice said an agreement could come in
the next few days to settle the US govern-
ment charges that the bank knowingly sold
high-risk mortgage securities ahead of the
2008 financial crisis.

The final amount of the settlement
could also be slightly different, said the per-
son, who spoke on condition of anonymity.

The news powered the shares of
Germany’s biggest lender dramatically
higher as worries about its financial stabili-
ty under the pressure of a potentially mas-
sive US fine ebbed.

US-traded shares of the bank finished
up 14 percent at $13.09, while in Frankfurt,
in part due to different market hours rela-

tive to the timing of the news, shares
added 6.4 percent at 11.57 euros.

Deutsche Bank and the Justice
Department declined to comment on the
news of a deal, as did the German finance
ministry. But worries about the impact of
the case on Deutsche Bank had spread
through markets and into the political
realm over the past week, unnerving
investors. Adding to the rising concerns
were conflicting reports in German media
on whether Berlin would come to the trou-
bled bank’s aid if necessary. 

‘NO BASIS FOR SPECULATION’
Then late Thursday the bank’s US-trad-

ed shares plunged on news that a number
of hedge funds that clear derivatives busi-
ness through Deutsche Bank had pulled
out money.

The shares also tumbled as the Frankfurt
stock market opened Friday, falling by
more than nine percent at one point, hit-

ting a historic low of 9.90 euros. This
sparked fears that a banking meltdown
reminiscent of the 2008 crisis was in the
making, potentially dragging other
European banks and global markets down
with it. Deutsche Bank chief executive John
Cryan managed to lift the mood with a let-
ter to staff Friday insisting the bank was not
at risk. “At no time in the last two decades
has Deutsche Bank been as safe as it is
today,” Cryan wrote.

“In a situation like this, the most impor-
tant factor is our liquidity reserves.
Currently they still amount to more than
215 billion euros ($241.7 billion),” he said.

“This is an extremely comfortable buffer.
This is clear proof of how conservatively we
have planned.” “There is therefore no basis
for this speculation,” he added. “Nor can
uncertainty about the outcome of our liti-
gation cases in the US explain this pressure
on our stock price, if we take the settle-
ments of our peers as a benchmark.”

BAILOUT LESS LIKELY 
The bank has suffered for months from

perceptions of a weak capital base. 
In June it flunked the US Federal

Reserve’s stress test. A month later
Deutsche was among the worst performers
in a European Banking Authority stress test,
although Cryan insisted the exercise had
demonstrated the institution’s resilience to
future crises. A settlement with US authori-
ties of $5.4 billion would be just shy of the
total Deutsche Bank has set aside in provi-
sions for outstanding legal actions.

CMC Markets analyst Jasper Lawler said
that improved match of figures “may make
a rights issue more palatable and makes a
government bailout much less likely.”

Still, the US toxic mortgage-securities
case is just one of 8,000 legal challenges
burdening Deutsche Bank. An investigation
by New York regulators over allegations of
money laundering at its Moscow office
looms.—AFP

Deutsche Bank market pressure 
eases as US fine looks smaller


