
Wednesday, August 8, 2018

12
B u s i n e s s

Turkey’s lira, bonds drop on 
US trade threat, CB worries 

ISTANBUL: Turkey’s lira slipped in and out of negative
territory yesterday, staying close to the previous day’s
record low as concerns deepened about a rift with the
United States and President Tayyip Erdogan’s influence
over the central bank.

On Monday, the currency fell as much as 5.5 percent to
5.4250 against the dollar, an all-time low and its biggest
intraday drop in nearly a decade, after Washington said it
was reviewing access to the US market for Turkey’s
exports.

It was trading at 5.3035 to the dollar at 1201 GMT and
at 6.1535 per euro. Turkey’s 10-year benchmark bond yield
hit 20.09 percent, the highest on record. The depth of the
sell-off reflects growing unease about the direction of
monetary policy under Erdogan, a self-described “enemy
of interest rates”, and the impact of worsening ties with
the United States, a NATO ally and major trading partner.

The lira’s chronic weakness-it is down 27 percent on the
dollar and 26 percent against the euro year-to-date-has
driven inflation to nearly 16 percent and fuelled expecta-
tions that an emergency rate hike may be needed to prop it
up. “The plunge in the currency over the past few weeks is
now on a scale which has, in the past, prompted the central
bank to hike interest rates aggressively,” William Jackson of
Capital Economics said in a note to clients.

“The lira’s fall is being amplified by concerns that the
central bank will not act to shore up the currency.” The
central bank raised interest rates to support the lira in an
emergency move in May, before a re-elected Erdogan
assumed new executive powers that investors fear will
compromise its independence.

The president wants lower borrowing costs to fuel
credit growth and economic expansion. Economists say
the economy is overheated and needs higher rates.

The central bank’s apparent reluctance to hike has
heightened concerns about its ability to act independently
of Erdogan, who appointed his son-in-law Berat Albayrak
as treasury and finance minister last month.

US row
The row with the United States has only served to fur-

ther undermine sentiment among foreign investors, upon
whom Turkey relies to fund its widening current account
deficit. Broadcaster CNN Turk reported overnight, citing

diplomatic sources, that a Turkish delegation will head to
Washington in two days to discuss the row between the
NATO allies.

Relations have been strained by differences over Syria,
and the trial in Turkey of US evangelical Christian pastor
Andrew Brunson for allegedly supporting the group
Ankara blames for an attempted coup in 2016. Brunson
denies the charge. Over the weekend, the US Trade
Representative said the United States was reviewing
Turkey’s duty-free access to its markets, after Ankara
imposed retaliatory tariffs on US goods in response to
American tariffs on steel and aluminum. The move could
affect $1.7 billion of Turkish exports.

The spat has further hammered the lira, which lost near-

ly a quarter of its value last year, even after a cut to the
upper limit of banks’ reserve requirements that the central
bank said on Monday would provide lenders with $2.2 bil-
lion of liquidity. “In an environment where the market
expects an interest rate hike, the central bank only
changed reserve requirements,” said economist Mahfi
Egilmez on Twitter. “The lira plunged as markets got the
impression that the central bank has problems hiking rates.
It would have been better if they did not change the
reserve requirements at all.”

No headlines 
Erdogan, who has previously cast lira selling as the

work of Western financiers attempting to bring Turkey to
its knees, has been notably quiet about the crisis this time
around. Last week, he called on Turks to convert hard cur-

rency and gold into lira and said Turkey would turn to
Chinese markets for financing. Local media made little
mention of the currency crisis yesterday, with almost none
of more than 20 mainstream newspapers mentioning the
sell-off. It made headlines of some opposition newspapers
and the main business paper.

The lira’s plunge has sharpened investor concern about
the outlook for Turkish companies. They have for years
borrowed in hard currency, drawn by lower interest rates,
but the lira crisis has made it more expensive to repay that
debt. Credit ratings agency Moody’s has predicted prob-
lem loans will rise to well above 4 percent in the next 12-18

months, from 2.9 percent from May, which would also be
costly for banks.

Goldman Sachs meanwhile warned that a further drop
in the lira could wipe out Turkish banks’ capital buffers. As
of May, Turkish companies had $222.8 billion in long-term
loans from abroad, almost all in dollars or euros, central
bank data shows.

Turkish stocks were up half a percent. The BIST index
of blue-chip stocks is down 40 percent in dollar terms this
year, according to Thomson Reuters data-second only to
Venezuela as the worst performer among some 30 emerg-
ing market stock indices. — Reuters

Lira down 
27% against 

dollar this year

NEW DELHI/MUMBAI: India dou-
bled the import tax on more than 300
textile products to 20 percent yester-
day as the world’s biggest producer of
cotton tries to curb rising imports
from China.

It was the second tax hike on tex-
tiles in as many months after an
increase on other products including
fiber and apparels last month. The
moves are expected to provide relief
to the domestic textile industry, which
has been hit by cheaper imports.
India’s total textile imports jumped by
16 percent to a record $7 billion in the
fiscal year to March 2018. Of this,
about $3 billion were from China.

The government did not disclose
details of the 328 textile products that
will be subject to the duty increase
announced yesterday.

Rising imports sent India’s trade
deficit with China in textile products
to a record high $1.54 billion in
2017/18, alarming industry officials as
India had been until recently a net
exporter of textile products to China.
Sanjay Jain, president of the
Confederation of Indian Textile
Industry, told Reuters he did not
expect China to retaliate to the Indian
duty increases as it still has a trade

surplus with India. He said India’s tex-
tile product imports could fall to $6
billion in 2018/19 as a result of the tax
hike to 20 percent.

India’s imports of textile products
from Bangladesh, Vietnam and
Cambodia also jumped in the last few
years as they are not subject to any
duty under free trade agreements
(FTA) signed by India with these
countries. The 20 percent duty will
not be applicable to products sourced
from those countries due to the FTA,
Jain said.

Industry officials say in the last few
months Chinese fiber has been
shipped to Bangladesh and processed
and exported to India with zero duty.
“Rules of origin need to be imple-
mented for textile products.
Otherwise Chinese products will land
from other countries,” said a Mumbai-
based garment exporter, who declined
to be named. Jain said India’s textile
and garment exports could rise 8 per-
cent to $40 billion in 2018/19 due to a
weak rupee and as the government is
expected to introduce incentives to
boost overseas sales.

India’s trade differences with the
United States have also been rising
since President Donald Trump took
office. India, the world’s biggest
buyer of US almonds, in June decid-
ed to  ra ise  import  dut ies  on
almonds and some other  US
imports by 20 percent, joining the
European Union and China in retal-
iating against Trump’s tariff hikes
on stee l  and a luminum. The
increased tariff on US goods will be
applicable from Sept 18. — Reuters 
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CURRENCY BUY SELL
Europe

British Pound 0.389349 0.403249
Czech Korune 0.005735 0.015035
Danish Krone 0.043226 0.048226
Euro 0. 344899 0.358599
Georgian Lari 0.137773 0.137773
Hungarian 0.001145 0.001335
Norwegian Krone 0.032912 0.038112
Romanian Leu 0.065069 0.081919
Russian ruble 0.004815 0.004815
Slovakia 0.009071 0.019071
Swedish Krona 0.030141 0.035141
Swiss Franc 0.299698 0.310698

Australasia
Australian Dollar 0.217203 0.229203
New Zealand Dollar 0.199199 0.208699

America
Canadian Dollar 0.228873 0.237873
US Dollars 0.299700 0.305000
US Dollars Mint 0.300200 0.306000

Asia
Bangladesh Taka 0.003000 0.003801

Chinese Yuan 0.043139 0.046639
Hong Kong Dollar 0.036959 0.039708
Indian Rupee 0.003856 0.004628
Indonesian Rupiah 0.000017 0.000023
Japanese Yen 0.002649 0.002829
Korean Won 0.000260 0.000275
Malaysian Ringgit 0.071398 0.077398
Nepalese Rupee 0.002627 0.002967
Pakistan Rupee 0.001897 0.002667
Philippine Peso 0.005665 0.005966
Singapore Dollar 0.217247 0.227247
Sri Lankan Rupee 0.001590 0.002170
Taiwan 0.010424 0.010604
Thai Baht 0.008792 0.009342

Arab
Bahraini Dinar 0.790733 0.807233
Egyptian Pound 0.014347 0.020065
Iranian Riyal 0.000084 0.000085
Iraqi Dinar 0.000197 0.000257
Jordanian Dinar 0.424190 0.433190
Kuwaiti Dinar 1.000000 1.000000
Lebanese Pound 0.000156 0.000256
Moroccan Dirhams 0.020591 0.044591
Omani Riyal 0.782773 0.788453
Qatar Riyal 0.079156 0.084096
Saudi Riyal 0.079927 0.081227
Syrian Pound 0.001288 0.001508
Tunisian Dinar 0.108097 0.116097

EXCHANGE RATES

Dollarco Exchange Co. Ltd

US Dollar 303.440
Canadian Dollar 234.250
Sterling Pound 396.055
Euro 352.600
Swiss Frank 304.225
Bahrain Dinar 806.960
UAE Dirhams 83.020
Qatari Riyals 84.255
Saudi Riyals 81.815
Jordanian Dinar 429.265
Egyptian Pound 16.969
Sri Lankan Rupees 1.898
Indian Rupees 4.429
Pakistani Rupees 2.447
Bangladesh Taka 3.630
Philippines Pesso 5.710
Cyprus pound 18.055
Japanese Yen 3.725
Syrian Pound 1.590
Nepalese Rupees 2.765
Malaysian Ringgit 75.275
Chinese Yuan Renminbi 44.870
Thai Bhat 10.125
Turkish Lira 60.155

India doubles 
import tax on 
textile products, 
may hit China

Sell-off raises speculation of central bank move

ISTANBUL: People change their money at a counter on the Istiklal avenue in Istanbul next to a panel indicat-
ing foreign exchange and Tukish lira rates. — AFP
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Australia marks
two years of
rates on hold by
standing pat
SYDNEY: Australia marked two years
since it last moved interest rates by keep-
ing them on hold again yesterday, with
stubborn wage growth and high household
debt acting as a drag on spending.

The Reserve Bank of Australia slashed
the cash rate from November 2011 to
August 2016 to a record low of 1.50 per-
cent to boost the economy as it transitioned
away from a mining investment boom.

Governor Philip Lowe said low rates
were providing support to the economy,
with growth forecast to average “a bit
above” three percent this year and in 2019.
“Further progress in reducing unemploy-
ment and having inflation return to target is
expected, although this progress is likely to
be gradual,” he added.

“Taking account of the available infor-
mation, the board judged that holding the
stance of monetary policy unchanged at
this meeting would be consistent with sus-
tainable growth in the economy and
achieving the inflation target over time.”

Inflation, which came in at 2.1 percent
over the past year, should push higher over
the next two years, the bank said, although
it may first slip in the September quarter.
“Once-off declines in some administered
prices in the September quarter are
expected to result in headline inflation in
2018 being a little lower than earlier
expected, at 1.75 percent,” it said. The

bank has an inflation target of 2-3 percent.
Controlling consumer prices helps pre-
serves the value of money and in turn
encourages strong and sustainable growth
in the economy.

High household debt, sparked by a
booming property market that sent prices
soaring, and slow wages growth, continue
to affect consumer spending even as busi-
ness conditions and investment improve.
Lowe noted that while debt levels remained
high “the rate of wages growth appears to
have troughed”.    Westpac chief economist
Bill Evans said it was likely rates would
remain steady for at least another 12
months. “Inflation remains low, the housing
market is looking quite tenuous and we
expect there to be some dislocation in the
labor market as we move into an uncertain
period next year when we have an election,
expected to be in May,” he said. — AFP

Rosneft profit 
quadruples as 
oil prices rise
MOSCOW:  Russian oil giant Rosneft
announced yesterday its net profit almost
quadrupled in the first half of the year
thanks to rising oil prices and said it wants
to focus on organic growth. 

Between January and June, the state-
controlled group reported a net profit of
309 billion rubles (around 4.2 billion euros,
$4.9 at current exchange rates).  Operating
profit rose by nearly 50 percent to 950 bil-
lion rubles, as revenue rose by 35 percent
to 3.8 billion. 

Rosneft’s chairman Igor Sechin, a close
ally of President Vladimir Putin, said the
rosy results were due to a “significant
improvement in macro conditions” where
the global economy continues to grow even
as oil prices have risen considerably since
the start of the year, as well as “efforts to

improve the efficiency of the company”.
After starting the year at just over

$66.50 per barrel, the price of the main
international crude has risen to fluctuate
around $75 per barrel in recent weeks on
worries about supplies as the United States
moves to reimpose sanctions on Iranian oil
exports.

The average price for Urals crude in the
first six months was up by 35 percent com-
pared to the same period last year, accord-
ing the company. “The key strategic acqui-
sitions made in the period of low oil prices
have been completed. The company focus-
es on organic growth and monetization of
synergies from the acquisitions,” Sechin
said in a statement.  Targeted by Western
sanctions over the Ukraine crisis, Rosneft
recently announced measures to support to
support its share price, which has been
undervalued compared to its output and
reserves.

On Monday, the company said its board
approved a share buyback program of up
to $2 billion. 

The group’s average output in the sec-
ond quarter of this year amounted to a sta-
ble 5.7 million barrels of oil per day. — AFP

Commerzbank 
beats earnings 
expectations
BERLIN: Germany’s second biggest lender
Commerzbank yesterday posted better than expected
earnings for the second quarter, although it expects
slightly higher costs for the full year as it pushes on
with restructuring. In the three months ending June, the
bank recorded net profit reaching 272 million euros,
well above the 213 million euros forecasted by analysts.

The result was a sharp improvement from a loss of
640 million euros during the same period a year ago
when the bank was forced to book significant charges
due to a restructuring plan that included redundan-
cies for 9,600 posts. However, the bank now sees
costs rising slightly to 7.1 billion euros for the full year
from 7.0 billion forecasted previously, due mainly to
investments in its digitalization drive.

“Given the intense competition, particularly in cor-
porate clients, we have slightly adjusted our outlook.
Our growth initiatives are already working. Of course,
it will take some time for them to take full effect,” said
Commerzbank’s board chairman Martin Zielke.

The bank still believes that it can pay out a divi-
dend to shareholders for the financial year. Since the
global financial crisis in 2008, it has only paid a divi-
dend once to shareholders, for the 2015 financial year.
Commerzbank had been struggling since it had to be
bailed out by the German government, which is still a
shareholder with a stake of about 16 percent. 

Shares in Commerzbank shed 1.6 percent to 8.80
euros at 1125 GMT, underperforming the DAX blue-
chip index that was up nearly one percent.
Commerzbank’s stock has lost 30 percent of its value
since the start of the year, giving it a market capital-
ization of just over 11 billion euros-lower even than
some of the companies listed on Frankfurt’s mid-size
MDAX index. — AFP

MELBOURNE: A crane works next to an
apartment building in Melbourne yesterday.
Australia marked two years since it last
moved interest rates by keeping them on
hold again yesterday with stubborn wage
growth and high household debt continuing
to weigh on sentiment. — AFP


