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NEW YORK: US crude oil futures fell yester-
day but gasoline prices surged to 2-year
highs as Tropical Storm Harvey kept ham-
mering the US Gulf Coast, knocking out
several refineries, which backed up crude
supplies and disrupted fuel production. The
US dollar dropped to its lowest in roughly
16 months against a basket of major cur-
rencies and a more than 2-1/2-year low
against the euro, following comments from
central bankers on Friday and worries over
the storm hurting the US economy.

Harvey made landfall in Texas late on
Friday as the most powerful hurricane to
hit the region in more than 50 years and
caused large-scale flooding, forcing refiner-
ies in the area to close.

US crude futures fell as the refinery
shutdowns could reduce demand for
American crude. “The reduced inputs to
those Gulf refineries will  result in an
increase in crude inventories,” said Tony
Headrick, energy market analyst at CHS
Hedging. “That outweighs the outages in
crude oil production from the storm.” US
crude settled down $1.30, or 2.7 percent, at
$46.57 a barrel. The refinery shutdowns
sent US gasoline prices soaring. Spot prices
for US gasoline futures surged 7 percent to
a peak of $1.7799 per gallon, before easing
to $1.7233.

In the US equity market, energy and
bank shares weighed on the Dow and the
S&P 500. “There tends to be initially a knee-
jerk reaction and people react to the
human side and the energy disruption but
that eases soon,” said Jim Paulsen, chief
investment strategist at The Leuthold
Group in Minneapolis.

“This is a massive human tragedy and

the worst of it may not be over yet, but as
far as stock market impact I don’t know if it
is net-net a huge negative considering the
fact it will bring in huge stimulus to the
region,” he said.

The Dow Jones Industrial Average fell
5.27 points, or 0.02 percent, to finish at
21,808.4, the S&P 500 gained 1.19 points, or
0.05 percent, to end at 2,444.24 and the
Nasdaq Composite added 17.37 points, or
0.28 percent, to close at 6,283.02. European
shares fell as the euro strengthened after
European Central Bank chief Mario Draghi
did not express concern about a strong cur-
rency in a closely watched speech.

MSCI’s world index, which tracks shares
in 46 countries, rose fractionally. The US dol-
lar extended its weakness from last week.
“The disappointment from (US Federal
Reserve Chair Janet) Yellen at Jackson Hole
on Friday has carried over to trading this
week,” said Kathy Lien, managing director at
BK Asset Management in New York.

Yellen did not address monetary policy
at a summit of central bankers in Wyoming.
The impact of Harvey was also weighing
slightly on the greenback, Lien added. The
dollar index, which tracks the greenback
against six major currencies, was down 0.52
percent at 92.261, after falling to 92.184, its
lowest since May 2016. US benchmark
Treasury yields fell to two-month lows after
strong demand for a five-year note auction
and as market participants waited on US
economic data that will culminate on
Friday with the August employment report.
Benchmark 10-year notes gained 5/32 in
price to yield 2.155 percent. The weaker
dollar helped gold rise to a more than nine-
month high. —Reuters

Oil markets hit by Storm 
Harvey; US dollar slips 

NEW YORK: The Dow fell more than 100 points
at the open yesterday as North Korea’s missile
test over Japan prompted President Donald
Trump to warn that “all options are on the table”,
triggering a flight to safety among investors. The
missile, tested early yesterday, flew over Japan
and landed in the Pacific about 735 miles off the
northern region of Hokkaido, a rare occasion
when North Korea fired projectiles over main-
land Japan.

“Threatening and destabilizing actions only
increase the North Korean regime’s isolation in
the region and among all nations of the world.
All options are on the table,” Trump said in a
statement.

Earlier this month, North Korea threatened to
fire four missiles into the sea near the US Pacific
territory of Guam after Trump warned that the
reclusive country would face “fire and fury” if it
threatened the United States. “It is a risk-off
mode and ... investors are either staying on the
sidelines for this dust to settle or booking their
gains,” said Naeem Aslam, chief market analyst at
Think Markets UK. Investors scampered to safe-
haven assets, with gold jumping to its highest
since November and the benchmark US 10-year
treasury yield dipping to its lowest since the day
after the Nov. 8 US presidential election. The
news also jolted the CBOE Volatility index, which
rose 1.95 points to 13.27.

Investors have been pouring into exchange-
traded products (ETPs) linked to Vix, particularly
and, that were up about 11 percent in heavy vol-
umes. iShares MSCI Emerging Markets ETF was
down nearly 1 percent. The S&P and the Dow
ended little changed on Monday, with energy
and bank shares lower as Tropical Storm Harvey
crippled the US energy hub in Texas.

“The effects of Hurricane Harvey are still
going to remain prominent as the flooding con-
tinues. It is going to have some serious econom-
ic impact and just how large that would be is still
unclear,” Aslam said. The Dow Jones Industrial
Average was down 100.14 points, or 0.46 per-
cent, at 21,708.26, the S&P 500 was down 11.43
points, or 0.46 percent, at 2,432.81.

The Nasdaq Composite was down 35.69
points, or 0.57 percent, at 6,247.33. Nine of the
11 major S&P sectors were lower, with the finan-
cial index’s 1.08 percent loss leading the declin-
ers. US-listed shares of gold miners rose, with
Kinross Gold rising 2.5 percent and Harmony
Gold gaining about 5 percent. Defense stocks
rose. Northrop Grumman, Raytheon , Lockheed
Martin and General Dynamics were all up about
0.7 percent. Dow component Nike fell 2.33 per-

cent after Morgan Stanley cut its price target by
$4 to $64. Finish Line plunged about 29 percent
after the sporting goods retailer cut its full-year
profit forecast and adopted a poison pill.

Best Buy was down 6.33 percent after the No
1 US consumer electronics retailer warned that
its strong quarterly same-store sales perform-
ance should not be seen as a “new normal”. 

The price of gold climbed $11.40 to
$1,326.70, its highest price in almost a year.
Bond prices jumped and yields sank. The yield
on the 10-year Treasury note fell to 2.11 percent
from 2.16 percent.

The dollar fell, with the ICE US dollar Index
reaching to its lowest level in two-and-a-half
years. The dollar slid to 108.74 yen from 109.09
and compared to the euro $1.2023 from
$1.1979. The European currency is at its highest
level in more than two years, as European
Central Bank leaders do not seem poised to take
action about its strength.  Finish Line forecast
weak second-quarter results and the retailer cut
its forecasts for the rest of the year. It said dis-
counts on shoes are growing, which is hurting its
profit  margins. Its stock tumbled $2.68, or 25.8
percent, to $7.74. It was just the latest in a series
of  discouraging reports from sporting goods
companies this month. Under Armour lost 65

cents, or 3.8 percent, to $16.28 and Foot Locker
shed 56 cents, or 1.6 percent, to $35.14. Nike lost
$1.48, or 2.8 percent, to 52.25.

Finish Line and Foot Locker have both fallen
more than 50 percent this year and Under
Armour is down more than 40 percent.
Electronics retailer Best Buy had a solid second
quarter and raised its forecasts for the year, but it
wasn’t enough to send the stock higher. Its
shares fell $5.88, or 9.4 percent, to $56.59.
Despite that loss, the stock is up 33 percent in
2017 and it’s been setting all-time highs.

Shrinking board
Consulting company Advisory Board is climb-

ing after it confirmed recent rumors that it’s sell-
ing its health care business to UnitedHealth’s
Optum unit and its education business to Vista
Equity Partners. The company said it expects
$2.58 billion in proceeds after taxes. Advisory
Board gained $3.13, or 6.3 percent, to $52.98.
France’s CAC 40 fell 1.1 percent and Germany’s
DAX slid 1.7 percent. The FTSE 100 index in
Britain lost 1 percent. Asian indexes had a small-
er reaction. In Japan, the benchmark Nikkei 225
slid 0.5 percent and South Korea’s Kospi lost 0.2
percent. In Hong Kong, the Hang Seng shed 0.1
percent. —Agencies

Wall Street opens lower as 
missile test jolts investors
Investors pouring into exchange-traded products

TOKYO: People walk by an electronic stock board of a securities firm in Tokyo yesterday. Asian
stocks were mixed Monday after investors found no surprises from last week’s key meeting of
central bankers while gasoline futures spiked after Tropical Storm Harvey battered Texas’
refinery-rich Gulf Coast. —AP 

FRANKFURT: Damages from Hurricane
Harvey’s ravaging of Houston and the Texas
Gulf Coast are estimated to be well below
those from the major storms that hit New
Orleans and New York in recent years, insur-
ance executives have said.

Though insurers should swallow the claims
easily, given that there have been relatively
few natural disasters so far this year, the storm
will weigh on an industry struggling to con-
tain prices while sustained low interest rates
suppress returns on its investment holdings.

The early assessment of damage from
Harvey, made while rain continued to pelt the
fourth-largest city in the United States, came
as a scientist from the world’s largest reinsurer
predicted that climate change is likely to
result in more intense storms in the future.

“There are more thunder storms in parts of
Europe and the United States than in past
decades,” said Ernst Rauch, head of Munich
Re’s Corporate Climate Centre, which monitors
climate change risks.

“They are more severe. We will not necessar-
ily see an increase in frequency, but we can see
an increase in intensity. If we see this, we would
have to adjust our risk premium.” Harvey, which
has been downgraded to a tropical storm since
making landfall, has struck only days before
senior insurance executives meet in Monte
Carlo to haggle over reinsurance renewals
against the backdrop of insurance sector com-
plaints that premiums are too low.

Early estimates
German-based Munich Re and Hannover

Re, two of the world’s largest reinsurers, said
current information suggests that insured
losses from Harvey are likely to fall well short
of the $75 billion for Katrina in 2005 and $30
billion for Sandy in 2012.

Losses up to $2.3bn
Air Worldwide, a provider of catastrophe

risk modelling software and consulting servic-
es, said early on Monday that insured losses

from Harvey’s wind and storm surge were esti-
mated at between $1.2 billion and $2.3 billion.
That figure does not include flooding. “Harvey
will be way, way below Katrina,” Munich Re’s
Rauch said. The relatively low damage esti-
mates will be of little comfort to citizens
whose homes are under water or whose safety
is still threatened.

Houston is facing worsening flooding in
the coming days as the storm dumps more
rain on the city, swelling rivers to record levels
and forcing federal engineers on Monday to
release water from reservoirs in an effort to
control the rushing currents. Other major
insurers, including Swiss Re, said it is too early
to gauge the impact of the storm.

Claims to accelerate 
“There are so many areas that have been

hit by devastating winds and now the massive
flooding, and insurance adjusters are having
to wait for first responders to simply check on
the safety and welfare of citizens,” said Mark
Hanna of the Insurance Council of Texas.

Claims, however, are expected to acceler-
ate. “We have just over 2,000 claims across all
lines of business,” said Farmers’ Insurance
spokesman Trent Frager. “While that may
sound low, residents who are evacuated
haven’t (yet) been able to assess and report
damage for claims handling.”

Harvey, the most powerful hurricane to
strike Texas in more than 50 years, first hit land
on Friday and has killed at least two people. It
is forecast to remain in the Texas Gulf Coast
area for several more days. Reinsurance stocks
suffered on Monday, with shares in Hannover
Re down 1.3 percent and Munich Re off 0.9
percent while French reinsurer Scor dropped
by 1.5 percent.

Shares of US insurer Allstate lost 1.3 per-
cent while Travelers Companies lost 2.7
percent, with the S&P 500 property and
casualty insurance index down 1.8 percent
and on track for its worst day since last
October. —Reuters

SYDNEY: The 11 countries committed to the
Trans-Pacific Partnership are considering
amendments to the trade deal, three sources
said yesterday, as officials meet in Sydney for
talks to re-energize the stalled agreement.
Among the areas being discussed, Vietnam
has raised the prospect of changes to labour
rights and intellectual property (IP) provi-
sions in the original pact, one source familiar
with the talks told Reuters.

Vietnam had been one of the countries
expected to enjoy the biggest economic
benefits from TPP through greater access to
US markets. However, the original 12-mem-
ber TPP, which aims to cut trade barriers in
some of Asia’s fastest-growing economies,
was thrown into limbo in January when US
President Trump withdrew from the agree-
ment. Trump’s move fulfilled a campaign
pledge to put “America first” - a policy that
aimed to bring manufacturing jobs back to
the United States.

Although the remaining members have
publicly said they remain committed to the
deal, implementation of the agreement link-
ing 11 countries with a combined GDP of
$12.4 trillion has stalled - raising fears that
other countries will follow the US lead and
withdraw.

Eager to keep all members onboard,
representatives from the remaining coun-
tries are considering changes to the origi-
nal TPP deal, three sources familiar with
the talks said.

“We’re all open to evaluating what we can
do and what viable alternatives there may
be,” Edgar Vasquez, Peru’s deputy trade min-
ister, told Reuters. While no agreement is
expected at the end of the three-day meet-
ing, Vietnam’s desire to shelve the IP provi-
sions around pharmaceutical data is likely to
win broad support, with Japanese and New
Zealand officials also indicating their support
for the change, two other sources said.

The original TPP agreement was seen as
particularly onerous on Vietnam, which be
forced to make significant reforms, analysts
said. “There’s not much sense to agree to pro-
visions they don’t really want such as
stronger monopolies on medicines if they
are not going to get access to the US market,”
said Patricia Ranald, research associate,
University of Sydney.

The original TPP offered an eight-year
window before competitors can have access
to proprietary pharmaceutical data, which
critics said would impede development of
cheap generics.

Potential amendments, however, require
delicate positioning. While Trump has said he
will not change his mind on TPP, the remain-
ing members are hopeful a future US presi-
dent will commit to the agreement, a corner-
stone of former President Barack Obama’s
pivot to Asia. But analysts said wholesale
changes, while ensuring the support of
smaller members, would repel the United
States. “The more you change the agree-
ment, it is going to be harder to get the US to
sign on when it is ready to,” said Shiro
Armstrong, research fellow at the Crawford
School of Economics in Canberra. — Reuters

LIMOGES: Protesters sit in the offices of the French Payment and Services Agency (Agence
des services et de paiement - ASP) in Limoges, central France, yesterday during a demon-
stration by the Confederation Paysanne French farmersí union to protest delays in the pay-
ment of European Common Agricultural Policy (CAP) subsidies. —AFP
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