
NEW YORK: World share markets fought
to regain their footing yesterday, as Turkey’s
lira pulled out of its recent nosedive and
reassuring data from Germany helped offset
the latest wobbles in China’s giant economy.

US stock indexes rose yesterday as
upbeat quarterly reports from a clutch of
companies boosted earnings optimism and
bank stocks rebounded after Turkey’s cur-
rency snapped its three-week slide. Turkey’s
lira recovered after the country’s central
bank moved to ease pressure on the curren-
cy, triggering a surge of as much as 7 per-
cent to 6.4 per US dollar.

Shares of US lenders - Citigroup,
JPMorgan, Wells Fargo, Bank of America,
Goldman Sachs - rose between 0.2 percent
and 0.7 percent. “The Turkey currency crisis
isn’t going to grow any bigger (and) the mar-
kets are good at pricing things like this,” said
Michael Antonelli, managing director, institu-
tional sales trading at Robert W. Baird in
Milwaukee.

“The spate of earnings today has people
focusing back on what matters and that is
US economic data and earnings reports.”
Tapestry jumped 9.7 percent, the most on
the S&P index, after strong sales of its Kate
Spade handbags helped the company’s full-
year forecast top analysts’ expectations.

Advance Auto Parts rose 7.5 percent after
the company beat quarterly profit estimates
and announced a new share buyback pro-
gram. The second-quarter earnings season is

tapering down. Of the 455 companies in the
S&P 500 that have reported so far, 79 per-
cent have beaten analysts’ estimates,
according to Thomson Reuters I/B/E/S.

At 9:51 am EDT the Dow Jones Industrial
Average was up 46.60 points, or 0.19 per-
cent, at 25,234.30, the S&P 500 was up 8.22
points, or 0.29 percent, at 2,830.15 and the
Nasdaq Composite was up 11.50 points, or
0.15 percent, at 7,831.20. All 11 major S&P
sectors were trading higher. Energy shares
gained 0.61 percent and was the top gainer
among S&P sectors as oil prices rose after
Saudi Arabia cut production.

Technology sector rose, led by 1.9 per-
cent gain in shares of Nvidia after the chip-
maker rolled out its newest generation of
chip technology. The markets overlooked
comment from Turkish President Tayyip
Erdogan that his country will boycott elec-
tronic products from the United States,
including Apple’s iPhone.

After three weeks of heavy pounding,
Turkey’s lira finally got some respite as signs
the country’s authorities were trying to
address the situation triggered a 5 percent
relief rally to 6.5 per dollar.

Yet it had lost almost 10 percent on
Monday alone and nerves were briefly test-
ed again as Turkey’s President Tayyip
Erdogan urged Turks to boycott US elec-
tronic products in response to recent criti-
cism from Washington.

The rot also stopped for the South

African rand, the Russian rouble and the
Brazilian real. Argentina’s central bank unex-
pectedly raised interest rates by 5 percent-
age points on Monday. Even so, the peso hit
a record low. “These things get very volatile
in both directions once you have had a really
big move,” Saxo bank’s head of FX strategy
John Hardy said. “To suggest this thing is
over, you would have to see that Turkey is
isolated... I’m not there yet and I don’t think
the market is there yet.”

European shares also steadied after two
days of selling as anxieties over contagion
from the Turkish currency crisis eased.

After falling to a 21-month low on
Monday, eurozone bank stocks initially rose
0.8 before slipping back again, while the
cross-sector pan-European STOXX 600
benchmark and Wall Street futures both
climbed. Sentiment was helped as data
showed that Europe’s largest economy,
Germany, picked up more steam than
expected in Q2 , although the markets’
bounce might have been stronger had sur-
veys from China not proved softer than
expected.

Chinese retail sales, industrial output and
urban investment all grew by less than fore-
cast in July, a triple dose of disappointment
that underlined the argument for more policy
stimulus in China as trade risks also intensify.

The Shanghai blue-chip index closed
down 0.5 percent and weighed on MSCI’s
broadest index of Asia-Pacific shares outside

Japan, which eased 0.1 percent.
Moves elsewhere were mixed. Japan’s

Nikkei rose 2.3 percent and Australian
stocks added 0.8 percent. EMini futures for
the S&P 500 were still a fraction higher and
10-year Treasury yields held at 2.88 percent.

Emerging concerns
Investors were encouraged that US

declines had been only minor on Monday

after the losses by the lira and other emerg-
ing-market currencies. The Dow ended
Monday down 0.5 percent, the S&P 500
lost 0.4 percent and the Nasdaq fell 0.25
percent. MSCI’s benchmark emerging mar-
ket equities index touched its lowest level
since July 2017 in Asian trading though, tak-
ing losses since late January to just shy of
the 20 percent threshold generally accepted
to be a ‘bear market’. — Reuters
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World stocks regain footing 
as lira pulls out of nosedive

Wall Street rises on earnings optimism, lira rebound

S Africa’s
Ramaphosa 
proposes new 
sovereign fund 
JOHANNESBURG: South African
President Cyril Ramaphosa has proposed
setting up a sovereign wealth fund to help
boost economic growth, and his ruling
African National Congress (ANC) backs
the plan, two senior party officials said
yesterday. Ramaphosa, who replaced
scandal-plagued Jacob Zuma as ANC
leader late last year, is trying to rekindle
growth before next year’s national election.

There were no immediate details on
where the money for the fund would come
from. Most sovereign wealth funds utilise
revenues from oil and gas exports. South
Africa does not have significant energy
deposits but has a large, albeit struggling,
mining industry.

The idea of setting up a sovereign
wealth fund, which other emerging markets
such as Russia use to lift growth at times of
weak commodity prices, was dropped by
South African officials several years ago
when commodity prices plunged. “We
support the idea, put forward by the presi-
dent, of the creation of a sovereign wealth

fund,” ANC Deputy Secretary General
Jessie Duarte told reporters on Tuesday.

“It’s another mechanism to ignite our
economic prospects.”

South Africa’s economy has performed
poorly this year, despite a short-lived
pickup in business and consumer confer-
ence around the time that Ramaphosa
replaced Zuma as ANC leader.

Economists are skeptical that South
Africa - a major producer of commodities
such as gold and coal - could easily set up
a sovereign wealth fund given its large
budget deficit and shrinking mining sector.

Zizi Kodwa, a member of the ANC’s
National Executive Committee, told
Reuters that it would be government that
would decide which revenues to use to set
up the fund.

“South Africa has a lot of mineral
wealth, but it’s not up to the ANC to
decide where to take the money from,”
Kodwa said. “A sovereign wealth fund
could be an important source of stimulus,
that is what we are saying.” 

Rand falls
South Africa’s rand plunged more than

10 percent to a 2-year low against the dol-
lar and government bonds weakened
sharply as a renewed rout in the Turkish
lira spread to other emerging markets. The
rand, which later recovered to trade down
1.6 percent against the US unit by 1500
GMT, is one of the most deeply traded
emerging market currencies, making it sus-

ceptible to swings in sentiment on global
markets.

The magnitude of the rand’s slide came
after three days of heavy losses and
caught the South African Reserve Bank by
surprise, but a deputy governor at the
bank told Reuters that the regulator was
“nowhere near” intervening to support the
currency.

Highlighting South Africa’s narrower
current account deficit and smaller stock
of short-term external debt than Turkey,
analysts said investors should not be over-
ly concerned by recent rand weakness.

“The rand is currently telling us a lot
more about general emerging market sen-
timent than it is about South Africa in par-
ticular,” said John Ashbourne of Capital
Economics.

“The rand is likely to rebound in the
short term as the situation in Turkey sta-
bilises,” Ashbourne added.

The yield on South Africa’s benchmark
government bond maturing in 2026 rose
19.5 basis points to 9.050 percent, reflect-
ing weaker bond prices.

The average yield premium to hold
South African debt over safe haven US
Treasuries rose to 303 basis points (bps),
having added more than 30 bps in the past
week. The lira has lost more than 40 per-
cent of its value this year on worries over
Turkish President Tayyip Erdogan’s
increasing control over the economy and
deteriorating relations with the United
States. — Reuters

NEW YORK: Traders work on the floor of the New York Stock Exchange (NYSE) on
Monday in New York City. —  AFP

ROME: Italian Prime Minister Giuseppe
Conte and his top ministers discussed the
2019 budget on Monday and agreed that it
will preserve the stability of state finances
and lower the public debt, the prime minis-
ter’s office said. Conte assessed the eco-
nomic situation and the budget with
Economy Minister Giovanni Tria and the
heads of the League and the 5-Star
Movement, the two parties that make up
the ruling coalition, the statement said.

The budget, which will be drawn up in
the autumn, “twins the government’s eco-
nomic goals with the stability of public
finances, in particular the continuation of
a downward path in the ratio of debt to
GDP,” the statement said. The commitment
to debt reduction helped ease pressure on
Italian stocks and government bonds,
which have come under pressure in recent
days due to contagion from financial tur-
moil in Turkey and market concerns that
Rome’s spending plans would push up the
already-high public debt.

Yields fell for the first time in a week
yesterday, with the closely watched

spread between Italian 10-year bonds and
safer German Bunds narrowing to 272
basis points from 280 the day before.

“The fact that they (the government)
recognize that the debt-to-GDP is a
problem that needs to be dealt with is
something that the market should look at
positively,” said DZ Bank strategist Andy
Cossor.

“The Turkish lira is not looking as wob-
bly as it did yesterday morning and so
that is also putting some support under
the BTP market today.” Tria, an academic
who is not a member of either ruling party,
will head to China at the end of this month
accompanied by a Bank of Italy official for
a five-day visit to meet financial opera-
tors, a Treasury source said.

Tria, who will be in China from Aug 27
to Sept 2, will aim to convince Chinese
investors, including its central bank, to
buy Italian sovereign debt, daily Corriere
della Sera reported. Italy’s public debt, at
around 132 percent of gross domestic
product, is the highest in the euro zone
after Greece’s. — Reuters

Italy PM, ministers discuss 2019
budget, agree it must cut debt


