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LONDON: Forecast-beating profits at HSBC
and strong gains for miners on the back of a
two-year high in copper prices lifted European
shares yesterday while the dollar edged up off
13-month lows against other major curren-
cies. Wall Street looked set to open higher,
according to stock index futures .

HSBC, Europe’s biggest bank, unveiled a 5-
percent rise in profits in the first six months of
this year and its third share buyback in a year,
underlining progress in its turnaround plan.

Its shares gained as much as 3 percent in
London, helping lift an index of European
banks by 0.3 percent . However, the standout
performers were mining companies, with an

index of their shares up 1.3 percent, as industri-
al metal copper hit a fresh two-year peak after
Chinese data showed that while manufacturing
growth cooled slightly this month a push on
infrastructure by the government kept con-
struction humming.

Copper on the London Metal Exchange
last traded at $6,388 a ton, up 1.0 percent on
the day, having risen as high as $6,430. The
pan-European STOXX 600 share index rose
0.4 percent, having fallen for the last two
trading days.

Shares of tobacco companies weighed on
the index, underperforming again after the US
Food and Drug Administration proposed on

Friday to cut nicotine in cigarettes to non-
addictive levels.

British American Tobacco fell 4.7 percent,
after dropping 6.8 percent on Friday, and
Imperial Brands fell 5.9 percent. Asian shares
rose as investors largely shrugged off a new
North Korean missile test, focusing instead on
a data-heavy week ahead.

MSCI’s broadest index of Asia-Pacific shares
outside Japan reversed early losses to rise 0.4
percent. Chinese shares rose, buoyed by sev-
eral leading companies’ forecasts for strong
mid-year earnings. The blue-chip index rose
0.5 percent and the Shanghai Composite both
rose 0.6 percent. North Korea conducted a

missile test late on Friday that it said
proved its ability to strike the US main-
land. The US responded by flying two
bombers over the Korean peninsula on
Sunday. But early jitters dissipated some-
what, with the Korean won reversing
losses. The dollar was down 0.3 percent
at 1,120 won, after jumping almost 0.7
percent on Friday. South Korea’s KOSPI
rose 0.1 percent. The dollar dipped
against the safe-haven yen, which traded
at 110.54 to the greenback, up 0.1 per-
cent on the day.

Core inflation
The euro fell 0.2 percent to $1.1730,

little moved by an unexpected accelera-
tion in core inflation to a four-year high
this  month.  The measure is  closely
watched by the European Central Bank,
which has said it will debate later in the
year whether to begin winding back its
bond-buying stimulus program. I ts
overall inflation target is close to but
below 2 percent.

Yields on some lower-rated bonds fell
after the data. In normal circumstances
higher inflation would push yields higher.
“It’s a step in the right direction but not
quite enough to make the market recon-
sider bond prices,” said Mizuho strategist
Antoine Bouvet.

Sterling fell 0.1 percent to $1.1316 but
stayed near a 10-month high, with
investors eyeing “Super Thursday” when
the Bank of England announces its latest
policy decision and quarterly inflation
report. “We expect elements of the rate
decision and Inflation Report to contain
hawkish tilts, thereby providing some
support to the pound,” wrote BMO cur-

rency strategists in a weekly note to
clients yesterday. The dollar index, which
measures it against a basket of major cur-
rencies rose 0.2 percent but held close to
13-month lows touched last week on
uncertainty over whether US President
Donald Trump will  be able to push
through his economic agenda and ques-
tions over the pace of US interest rate
rises. Such concerns have seen specula-
tive bets against the dollar rise to their
highest since early 2013, by one broad
measure. “Our short-term positions
indicators are flashing red in terms of
extreme bets against the dollar, espe-
cially against the euro and the Aussie
and in this kind of environment, a small
negative surprise in data elsewhere can
trigger a washout,” said Viraj Patel, an
FX strategist at ING in London.

Oil up on OPEC meeting
Oil prices hit two-month highs. An

OPEC announcement of a meeting next
week of producers from the group and
elsewhere to discuss compliance with
their oil supply reduction pact added to
upward pressure on prices from a threat
of US sanctions against Venezuela.

This was in response to Sunday’s elec-
tion of a constitutional super-body that
Washington has denounced as a “sham”
vote. Brent crude last traded down 5
cents at $52.47 a barrel, having risen as
high as $52.60 earlier yesterday. “The sen-
timent in the oil market became very
bullish after OPEC said it will meet with
partners in Abu Dhabi next week to dis-
cuss compliance,” said Frank
Schallenberger, head of commodity
research at LBBW. — Reuters

HSBC, miners lift European shares, Asia up

JOHANNESBURG: South Africa’s main
stock index scaled a record high yester-
day, underscoring the market’s discon-
nect from an economy mired in reces-
sion, hobbled by damaging ratings
downgrades, and still largely defined
by apartheid’s income inequalities.
Skewed ownership patterns have made
the Johannesburg Securities Exchange
(JSE), which has been mostly lifted by
the offshore earnings of a few compa-
nies, a prime target of political resent-
ment in a country where the divisions
between haves and have-nots still run
largely along racial lines.

Almost half of the market is foreign
owned, according to JSE data, and
black people who account for 80 per-
cent of the population only hold 23
percent of the top 100 companies,
much of it through the Public
Investment Corporation (PIC) which
manages the pensions of civil servants.
“There is white dominance and control
of our economy. Today when you
remove the ownership by the (PIC)
pension fund from the stock exchange,
the remaining 90 percent belongs to
white families,” the leader of the far-left
Economic Freedom Fighters party
Julius Malema said at a weekend rally.

Those who don’t hold equities
would include the vast majority of the
17 million people, a third of the popu-
lation, who reside in the former
Homelands, islands of rural poverty
where most black South Africans were
confined under white rule. South
Africa’s official unemployment rate is
around 28 percent but widely regarded
to be well over 40 percent and few of
those without a job, the vast majority
of whom are black people, would hold
any shares.

The starkness of the divide is high-
lighted by the financial district of
Sandton where the JSE is located: a
bustle of construction activity where
ornate office towers are being erected
on every block and huge cranes reach
skyward, a fitting metaphor for a mar-
ket at historic highs.

INC not behind rally
Sandton’s apparent prosperity is a

contrast to the JSE’s construction
index. Ground firmly in the wider local
economy, it is down about 20 percent
from its year highs reached in March
and is almost 80 percent off its life high
hit in 2007. The bourse’s performance -
the All-share index rose 0.85 percent in
early trade yesterday to a new peak of
55,366.74 - has been driven by foreign
flows into equities and earnings gar-
nered offshore.

“It is the case that a handful of
shares not linked to the South African
economy’s fortunes have done well,”
said Feroz Basa, head of Old Mutual’s
Global Emerging Markets Fund.

Naspers, a newspaper publisher
turned global e-commerce giant which
accounts for over 20 percent of the
JSE’s market capitalization, was largely
responsible for the JSE’s run, having
risen sharply as investors see it trading
at a large discount to its one-third
stake in China’s Tencent.

Naspers, trading close to an all-time
high and up 42 percent so far this year,
has its primary listing on the JSE, and
luxury goods group Richemont, which
has a secondary listings on the bourse,
is up 21 percent. Only about 35 percent
of the companies listed on the JSE
derive all their earnings from South
Africa, said Gryphon Asset
Management analyst Cassie Treurnicht.

“Our [locally focused companies]
have really underperformed recently
and if you look at small and medium
cap shares it is hard not to notice the
effect of the recession,” said Treurnicht.

And big companies exposed to
South Africa’s battle-bruised con-
sumers, such as retailers and banks,
have “underperformed significantly”,
Basa said. Consumer sentiment is
plumbing multi-year lows and most
retailers have flagged lower or stalling
profits, with the demise of unlisted
department store Stuttafords an omi-
nous sign for other retailers.

South Africa fell into recession in
the first quarter of 2017 for the first
time in eight years, with high unem-
ployment and stagnant wages drag-
ging down the once resilient con-
sumer sector. — Reuters

S Africa stock index 
scales record high

TOKYO: People are reflected on an electronic stock indicator of a securities firm in
Tokyo yesterday. —AP


