
US retail sales rise solidly; 
productivity accelerates

Sudanese hit by bread shortages 
as currency crunch escalates

Turkish Airlines reached highest 
load factor in July with 85.3% 1412 13
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NEW YORK: Wall Street stocks tumbled yesterday as
renewed worries about Turkey offset solid US retail sales
data. About 30 minutes into trading, the Dow Jones Industrial
Average was down 1 percent to 25,019.70. The broad-based
S&P 500 fell 1.1 percent to 2,809.07, while the tech-rich
Nasdaq Composite Index plummeted 1.4 percent to 7,763.55.

The Turkish lira continued to rally from record lows yes-
terday, but Ankara hiked tariffs on a spate of US goods in
retaliation for American sanctions on Turkey.

US retail sales rose 0.5 percent in July to $507.5 billion,
overshooting analyst forecasts, which had called for a token
0.1 percent increase. Among individual stocks, Macy’s
slumped 11.2 percent amid disappointment over the depart-
ment store chain’s forecast. The retailer projected overall
annual sales ranging from flat to a 0.7 percent increase com-
pared with fiscal 2017. Constellation Brands dropped 8.8 per-
cent after announcing a $4 billion deal to significantly boost
its stake in Canopy Growth, a Canadian cannabis company.
US-traded shares of Canopy Growth shot up 28.4 percent.
Stock markets falter; ki lira firms

European shares slipped into negative territory yesterday
after a doubling by Turkey of tariffs on some US imports
soured sentiment and weak commodity prices impacted min-
ers. Bearish Asian markets, a strengthening dollar and a sur-
prise 2 percent fall in Chinese technology giant Tencent
Holdings’ earnings also weighed. “In a market highly sensitive
to downside sentiment, today’s Tencent result could prove a

fresh catalyst for continued emerging market pressure,” said
Douglas Morton from Northern Trust Capital Markets.

At 1330 GMT, the pan-European STOXX 600 was down 1
percent with most major bourses trading lower as Wall Street
opened in the red. Auto stocks were among the worst per-
formers, pushing the DAX down to a six-week low after
Turkey doubled tariffs on US alcohol, car and tobacco
imports. The auto sector was
down 1.7 percent, near lows hit
when trade war fears gripped
markets at the start of July. “The
imposition of punitive tariffs on a
raft of US imports is hardly
indicative of the Turkish authori-
ties being ready to embark on
some sensible monetary and fiscal
measures to combat the crisis,”
said Neil Wilson of markets.com.
Miners were down 3.3 percent
and at an eight-month low as
renewed anxiety over trade piled
pressure on a sector already dented by falling copper prices.

Corporate earnings triggered some share price moves:
Danish wind turbine maker Vestas jumped 3.9 percent after
reporting better-than-expected second-quarter operating
profits and launching a 200 million-euro ($227 million) share
buy-back. Noting the “sharp margin beat along with stable

pricing,” UBS analysts maintained their “buy” rating on the
stock. Also in Denmark, audio equipment maker William
Demant fell 9 percent after it published a trading update that
Bernstein analysts said lifted its guidance “perhaps less than
consensus would have hoped for”.

In the UK, Admiral rose to the top of the FTSE 100 , gain-
ing 3.6 percent, after posting a 9 percent rise in first-half pre-

tax profit. Hikma Pharma posted
the best performance by mid-
sized listed firms, up 7.5 percent,
after raising its outlook.

Atlantia, which owns
Autostrade per l’Italia, was down
5.4 percent after Italy’s transport
minister called for senior man-
agers of the company - which
operated the bridge that col-
lapsed in Genoa on Tuesday - to
resign. Shares in Air France-KLM
were up 0.9 percent after reports
its board was likely to appoint Air

Canada’s chief operating officer, Benjamin Smith, as its new
boss. China stocks extended losses yesterday to a third
straight day of declines as worries over the country’s cooling
economy and the yuan’s descent to a 15-month low knocked
investor confidence. The blue-chip CSI300 index fell 2.4 per-
cent to 3,291.98 points, while the Shanghai Composite Index

closed down 2.1 percent at 2,723.26 points. The declines fol-
low downbeat economic data reported on Tuesday, which
comes as a trade war with the United States threatens to pile
more pressure on the world’s second-largest economy.

To support growth, China has rolled out a $14 billion
urban railway plan and pushed local governments to speed up
issuance of special bonds for funding infrastructure projects.

The yuan weakened to a 15-month low yesterday and flirt-
ed with a key support level not seen since 2008 as the dollar
extended gains and a raft of data pointed to further slowing in
China’s economy. “While the PBOC has propped up the yuan
against the US dollar by raising FX risk reserve requirements,
the recent plunge in the currencies of some emerging
economies (eg. Argentina and Turkey), triggered by debt and
geopolitical risks, have adversely affected sentiment,” Gao
Ting, Head of China Strategy at UBS Securities, wrote in note.

Sectors retreated across the board, with the CSI300 sub-
index tracking consumer firms dropping 2.8 percent and the
sub-index tracking healthcare firms plunging 3.8 percent.

Both sectors have come under heavy pressure in recent
weeks amid a scandal around domestically made vaccines
that has undermined broader consumer confidence, as well
as heightened worries about the domestic economy and the
trade outlook. Leading liquor maker Jiangsu Yanghe
Brewery closed down 4.9 percent at a four-month low, while
Tonghua Dongbao Pharmaceutical plunged the maximum
allowed 10 percent. — Agencies

US stocks sink amid renewed worries
Global markets slip into negative territory again

China stocks
extend rout

ISTANBUL: Skyscrapers are pictured at the financial and business district Maslak yesterday in Istanbul. World markets fell yesterday with commodities-linked assets hit by dollar
strength, while the Turkish lira recovered further. — AFP

China vows to curb 
debt despite fresh 
stimulus for 
cooling economy
BEIJING: China’s state planner pledged yesterday to keep debt
levels under control even as Beijing rolls out fresh stimulus to
support the stumbling economy as a trade war with the US
deepens. The comments by the National Development and
Reform Commission (NDRC) came a day after China reported
surprisingly weak data that showed investment growth has
slowed to a record low.

To stabilize business conditions and weather the trade war,
Beijing is stepping up infrastructure spending and injecting
more funds into the banking system, which is lowering borrow-
ing costs. New loans by China’s largely state-backed banks
surged 75 percent in July from a year earlier. But some China
watchers fear Beijing’s shift in priorities may mark a return to
its unrestrained, credit-fuelled growth, reversing years of work
by regulators to reduce risks in the financial system and stem a
rapid build-up in debt. NDRC spokesman Cong Liang told a
media briefing that new spending on roads, railways, elderly

care and education will not be as heavy as in the past and will
aim to meet real demand, reducing the risk of over-capacity.

Authorities are also hoping to attract private investment in
such projects to reduce the government’s debt burden, he said,
noting that regulators are relaxing restrictions on local govern-
ments’ ability to sell special bonds to fund projects. Several
large rail projects have been announced in just the last few days.
Yesterday, the NDRC gave Jiangsu Communications Holdings
the green-light to sell up to 20 billion yuan ($2.90 billion) of so-
called enterprise bonds, or debt issued by state-owned firms. Of
the proceeds, 12 billion yuan will be used to finance high-speed
railway and toll road projects. The issuance was the biggest
enterprise bond approved by the NDRC since mid-June. In a
more tangible sign of pump-priming, builders and engineers
started work on a revamp of a train station in southwest Beijing
on Monday. The station is said to be the biggest in Asia by size,
and the project is budgeted to cost 7.2 billion yuan.

However, analysts such as Capital Economics have cau-
tioned that new projects are unlikely to put a floor under eco-
nomic growth until the middle of next year.

Growth target intact
Cong reiterated a pledge made by the ruling Communist

Party’s Politburo last month that China will still meet this year’s
economic growth target of around 6.5 percent, despite the
trade war. Analysts say that will surely require more spending,
but Cong maintained that the government will push ahead with
its “structural deleveraging” in a gradual and orderly way.

Highlighting the dangers policymakers face in stimulating
the slowing economy without fueling asset bubbles, data yes-
terday showed China’s new home prices accelerated at their
fastest pace in almost two years in July. Cong said China would
“resolutely curb” property price rises.

“We still have sufficient capacity to cope with impact from
escalating trade frictions, and ensure the successful completion
of the economic and social development goals set at the begin-
ning of the year,” Cong said. At the start of this year, China’s
leaders had made risk and debt reduction their top priority,
even if it led to somewhat slower growth. That scenario
appeared to be playing out roughly to plan earlier in the year,
before the trade war erupted, with growth easing only slightly
to 6.7 percent in the second quarter year-on-year.

Some economists are now cutting their second-half and
full-year growth estimates for China in the wake of Tuesday’s
weak readings. While stressing it does not see a hard landing
for the world’s second-largest economy, ING said in a note it
has trimmed its 2018 forecast to 6.6 percent from 6.7 percent.

It sees growth cooling to 6.5 percent and 6.3 percent in the
third and fourth quarters, respectively, as tougher US tariffs
start to bite. So far, official data shows trade frictions have had
limited impact on the economy, and any impact from higher
tariffs will be “controllable”, the NDRC’s Cong said.

Many local governments and state firms are still saddled
with debt following China’s massive stimulus during the global
financial crisis. Despite some progress in its risk crackdown in
the last few years, China is still among the economies most at

risk of a banking crisis, the Bank for International Settlements
(BIS) said earlier this year.

China’s overall debt level rose 2.7 percentage points in 2017
to 250.3 percent of gross domestic product, according to the
central bank. The corporate debt ratio fell 0.7 percentage
points to 159 percent of GDP - the first decline since 2011, but
the household debt ratio climbed 4 percentage points to 55.1
percent of GDP. — Reuters

JIANGSU: A vendor receives money from a customer at a
vegetable stall in Nantong in China’s eastern Jiangsu
province. — AFP


