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NEW YORK: Trader Joseph Lawler works on the floor of the New York Stock Exchange yesterday. The stock market opened the year on a strong note, led by big gains in banks and energy companies. — AP  ( See Page 24)

LONDON: World stock markets mostly rose yesterday with
London reaching a new high early into its first session of 2017
and Wall  Street resuming its push towards the 20,000 level.
US stock indexes were jumping at the start of the first trading
day of 2017. Energy companies were climbing with the price
of oil, while banks were advancing thanks to a bump in inter-
est rates. Those two sectors were the best-performing parts of
the market in 2016.

Oil prices also powered ahead, while the dollar strength-
ened against its major peers. "The New Year has started with a
bang, at least in the case of the dollar, stocks and crude oil,"
said Fawad Razaqzada, an analyst at Forex.com. 

London's FTSE 100 reached a historic peak at 7,205.21
points in morning trade, extending a record run seen in the
final week of 2016, before easing back from its highs. "2017
has kicked off in fine style for the FTSE 100, which broke to a
new record high at the open," said Joshua Mahony, market
analyst at IG trading group.

The FTSE remained in positive territory in mid-afternoon
after a survey showed UK manufacturing hitting a 30-month
high in December. The Markit/CIPS manufacturing purchasing
managers' index (PMI) climbed to 56.1 in December after eas-
ing to 53.6 in November.

It "provides further evidence that the sector's post-referen-
dum weakness will prove short-lived", said Capital Economics
analyst Ruth Gregory. Since Britain's vote in favour of Brexit,
London's FTSE 100 blue-chip index has soared thanks in large
part to a weaker pound, even as the economy appears to have
shrugged off the impact of the country's impending divorce
from the European Union. 

One of the main reasons why the FTSE 100 has hit a series
of highs over the past few months relates to the near 20 per-
cent fall in the value of the pound across an array of currencies
since June's "Brexit" decision. On the eve of the vote, the
pound was trading as high as $1.50. Now it's around $1.23. A
weaker pound can help exporters win business abroad and
paradoxically boosts the  earnings of many companies listed
on the FTSE 100 that make the bulk of their revenue in other
currencies. They include oil giants BP and Shell, mining firms
Anglo American and BHP Billiton, and Europe's largest bank,
HSBC. U.S. manufacturing activity expanded in December at

the strongest pace of 2016, as new orders and production
jumped in a positive sign for economic growth.

The Institute for Supply Management said yesterday that
its manufacturing index came in at 54.7 last month, up from
53.2 in November and the highest reading of 2016. Any read-
ing over 50 signals growth. 

US factories are steadily rebounding from a rough patch
hit in late 2015 and early 2016. A prior decline in energy
prices caused cutbacks in orders for equipment and
pipelines, while a stronger dollar and slower economic
growth abroad hurt exports.  The ISM manufacturing index
has topped 50 for nine of the last 10 months.  New orders
registered a reading of 60.2 and production improved to 60.3,
evidence of greater demand for factory goods. The employ-
ment reading was a weaker but still expanding 53.1.  Of the
18 industries tracked by the report, 11 reported growth in
December, including machinery, primary metals and petrole-
um and coal products.

UK manufacturing 
British manufacturing growth climbed to a two-and-a-

half-year high last month, fuelled by new orders from both
home and abroad and adding to signs the economy ended
2016 strongly, a survey showed yesterday. The Markit/CIPS
UK Manufacturing Purchasing Managers Index (PMI) rose to
56.1, the strongest reading since June 2014, from 53.6 in
November. That exceeded all forecasts in a Reuters poll,
which pointed to a decline to 53.1. Britain's economy has
fared much better than many economists predicted in the
aftermath of June's vote to leave the European Union, with

consumer spending strong and companies continuing to
perform well. The manufacturing PMI showed domestic and
export order books grew, but so did cost pressures facing
factories - something that will increasingly feed into con-
sumer prices next year.

Survey compiler IHS Markit said the survey was consistent
with manufacturing output rising at a quarterly pace of
around 1.5 percent. "The boost to competitiveness from the
weak exchange rate has undoubtedly been a key driver of the
recent turnaround, while the domestic market has remained a
strong contributor to new business wins," said Rob Dobson,
senior economist at IHS Markit.

Dobson added that higher costs were the flip side of the
pound's fall since June's Brexit vote, which has left it down
around 10 percent on a trade-weighted basis. "Of the compa-
nies citing a cause of higher costs, 75 percent linked the
increase to the exchange rate," Dobson said.

A separate survey of financial officers last week showed
business morale has recovered completely its plunge after the
Brexit vote. However, companies are reluctant to spend more
because of uncertainty about the economic outlook. IHS
Markit said investment and intermediate goods manufactur-
ers performed particularly well in December, which could
augur well for investment more broadly.

Manufacturers hired staff at the fastest rate since October
2015. Britain's economy looks on track to expand by more
than 2 percent this year - faster than almost all other big
advanced economies except perhaps the United States.
Economists polled by Reuters expect Britain's growth rate to
more than halve in 2017 to 1.1 percent. — Agencies

Markets ring in 2017 with sharp gains
US, British manufacturing activities hit new high

LONDON: A trader points to a trading screen displaying
record high for the FTSE 100, at ETX Capital in central
London yesterday. — AFP

DETROIT/WASHINGTON: US President-elect Donald
Trump yesterday blasted General Motors Co and threat-
ened to impose a "big border tax" for making some
Chevrolet Cruze cars in Mexico, which the US carmaker
defended as part of a strategy to serve global cus-
tomers, not sell them in the United States. "General
Motors is sending Mexican made model of Chevy Cruze
to US car dealers-tax free across border. Make in USA or
pay big border tax!" Trump said in a post on Twitter.

GM said it makes its Cruze sedan in the United States
and that all of those sold in the United States are made
in a plant in Lordstown, Ohio. "GM builds the Chevrolet
Cruze hatchback for global markets in Mexico, with a
small number sold in the US." it said in a statement
posed on its website without giving numbers.

Shares of GM rose 1 percent to $35.19 after falling
about 1 percent following Trump's tweet before the
market opened. Last month. Trump announced the
formation of a council to advise him on job creation, a
group comprised of leaders from a variety of major US
corporations including GM Chief Executive Officer
Mary Barra. GM said in 2015 it would build its next-
generation Chevrolet Cruze compact in Mexico as
automakers look to expand in the Latin American
nation to take advantage of low labor costs and free
trade agreements.

GM said in 2015 it would invest $350 million to pro-
duce the Cruze at its plant in Coahuila as part of the $5
billion investment in its Mexican plants announced in

2014. GM said earlier this year it would import some
Cruze cars from Mexico. According to Automotive
News, GM began producing the Cruze in Mexico last
year, making 52,631 cars there. In comparison, it built
319,536 of them in the United States. Previous versions
of the Cruze sold in Mexico were made in a GM South
Korea plant, it reported.

The shift is part of a larger trend among Detroit's Big
Three automakers to produce more small cars for the
North American market in Mexico in an effort to lower
labor costs, while using higher-paid US workers to build
more profitable trucks, sport utility vehicles and luxury
cars. In November, GM said it planned in early 2017 to
lay off 2,000 employees at two US auto plants, including
the one in Lordstown. US small car sales have been hurt
by lagging consumer demand and low gas prices. GM's
US Cruze sales are down 18 percent through November.
Representatives for the United Auto Workers union
could not be reached immediately for a response to
Trump's tweet.

Trump's comments are the latest in a string of
Tweets targeted at companies over jobs, imports and
costs before he takes office on Jan. 20, including United
Technologies Corp's Carrier unit and US defense compa-
nies. The Republican, who will succeed Democratic
President Barack Obama, campaigned with tough rhet-
oric on trade and promises to protect American workers
and called out several companies by name, including
GM rival Ford Motor Co. — Reuters

DUBAI: Stock markets in the Middle East
gained yesterday, with those most exposed
to international funds outperforming as
global equities and crude oil prices firmed
on their first full-scale trading day of 2017.
Cairo's main index closed 1.1 percent high-
er with gainers outnumbering losers 25 to
two. Foreign traders were net buyers,
exchange data showed, a trend which has
been consistent since the float of the
Egyptian pound two months ago.

Telecommunications firms performed
well with Global Telecom jumping 5.8 per-
cent and Telecom Egypt adding 3.8 per-
cent. Qatar's main index climbed 1.6 per-
cent with Commercial Bank, the top per-
former, adding 3.5 percent. Some investors
tend to rotate into Qatari stocks in the ear-
ly part of the year to capture high annual
dividend yields.

Dubai's index finished 1.8 percent high-
er with most trade focused on small and
mid-sized shares. Builder Drake & Scull, the
most heavily traded stock, jumped 4.6 per-
cent. Emaar Properties, a favorite of foreign
funds, rose 2.9 percent. The positive mood

spilled into neighboring Abu Dhabi, where
the index rose 1.2 percent in modest trad-
ing volume.  Union National Bank rose 4.7
percent and Abu Dhabi Commercial Bank
climbed 4.4 percent.

"We expect to see a lot of speculative
trade around banks that may announce
merger plans in 2017," said a Dubai-based
analyst. Last November UNB and ADCB
denied media reports that they were con-
sidering a merger, but analysts continue to
believe a tie-up is possible. Earlier in 2016,
First Gulf Bank and National Bank of Abu
Dhabi said they would merge in the first
quarter of this year.

In Saudi Arabia, the index traded lower
for most of the session but closed 0.1 per-
cent higher with buying momentum build-
ing in the final hour of trade as Brent oil
climbed to an 18-month high of $58.37 a
barrel. Petrochemical shares were mixed
with Saudi Basic Industries adding 0.8 per-
cent but Yanbu National Petrochemicals
falling 0.9 percent. The insurance sector, a
favourite of local short-term speculators,
gained 1.5 percent.

BANK SECTOR
In 2016 regional banks had a tough

year as net income was hit by difficulty
obtaining deposits in an environment of
low oil prices, rising bad loan provisions
and a struggling construction sector. But
the last  quar ter  of  2016 could show
small  improvements in some banks'
earnings, especially Saudi ones.

"In the fourth quarter of 2016 declin-
ing interbank rates will stabilise funding
costs and support Saudi bank net inter-
est margins (NIM), in contrast to United
Arab Emirates banks which are likely to
witness NIM pressure on rising competi-
t ion.  We expec t  to see provis ioning
charges continue to rise for Qatari banks,
from their construction sector exposure,"
said SICO Bahrain.

Saudi heavyweight Al-Rajhi  Bank,
which closed flat yesterday, is expected
to  w i t n e s s  ye a r - o n - ye a r  e a r n i n g s
growth of 3.8 percent for the four th
quarter, said analysts at Aljazira Capital;
QNB Financial estimated a rise of 14.8
percent. — Reuters

Dubai, Qatar top two performers
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