
US retail sales 
rise solidly; 
productivity 
accelerates
WASHINGTON: US retail sales rose more
than expected in July as households boosted
purchases of motor vehicles and clothing, sug-
gesting the economy remained strong early in
the third quarter. Other data yesterday showed
worker productivity growing at its fastest pace
in more than three years in the second quarter,
but a drop in labor costs pointed to moderate
wage inflation. Strong domestic demand sup-
ports expectations the Federal Reserve will
raise interest rates in September for the third
time this year.

The Commerce Department said retail sales
increased 0.5 percent last month. But data for
June was revised lower to show sales gaining
0.2 percent instead of the previously reported
0.5 percent rise. Economists polled by Reuters
had forecast retail sales nudging up 0.1 percent
in July. Retail sales in July increased 6.4 percent
from a year ago. Excluding automobiles, gaso-
line, building materials and food services, retail
sales advanced 0.5 percent last month after a
downwardly revised 0.1 percent dip in June.
These so-called core retail sales correspond
most closely with the consumer spending com-
ponent of gross domestic product.

Core retail sales were previously reported
to have been unchanged in June. Consumer
spending is being supported by a tightening
labor market, which is steadily pushing up
wages. Tax cuts and higher savings are also
underpinning consumption.

July’s increase in core retail sales suggested
the economy started the third quarter on solid
footing after logging its best performance in
nearly four years in the second quarter.

Gross domestic product surged at a 4.1 per-
cent annualized rate in the April-June period,
almost double the 2.2 percent pace in the first
quarter. While the economy is unlikely to
repeat the second quarter’s robust perform-
ance, growth in the July-September period is
expected to top a 3.0 percent rate.

The Fed increased borrowing costs in June
and forecast two more interest rate hikes by
December. Prices of US Treasuries fell and the
US dollar added slightly to gains immediately
after the release of the data. US stock index
futures were trading lower.

Productivity 
Last month, auto sales rose 0.2 percent after

edging up 0.1 percent in June. Sales at clothing
stores rebounded 1.3 percent after declining 1.6
percent in June. Receipts at service stations
increased 0.8 percent. Online and mail-order
retail sales increased 0.8 percent, likely boost-
ed by Amazon.com Inc’s “Prime Day” promo-
tion. That followed a 0.7 percent rise in June.
Americans spent more at restaurants and bars,
lifting sales 1.3 percent. 

But receipts at furniture stores fell 0.5 per-
cent and sales at building material stores were
unchanged last month. Spending at hobby,
musical instrument and book stores declined
further in July, falling 1.7 percent.

In a separate report yesterday, the Labor
Department said nonfarm productivity, which
measures hourly output per worker, rose at a
2.9 percent annualized rate in the April-June
quarter. That was the strongest rate since the
first quarter of 2015.

Data for the first quarter was revised lower
to show productivity increasing at a 0.3 per-
cent pace instead of the previously reported
0.4 percent rate. Economists had forecast
productivity growing at a 2.3 percent rate in
the second quarter. Compared to the second
quarter of 2017, productivity increased at a
rate of 1.3 percent. The government also
revised data going back to 1947, which did
not materially change the picture of lackluster
productivity growth, though unit labor costs
were stronger than previously estimated in
2017 because of upward revisions to hourly
compensation. — Reuters

KUWAIT: Kuwait’s current account reg-
istered its highest surplus in three years in
1Q18 at KD 1.7 billion (17 percent of quar-
terly GDP), up from KD 1.2 billion in 4Q17.
A rise in the trade surplus, supported by
higher oil  prices, more than offset a
widening services deficit, lower investment
income, and higher remittances. 

The trade surplus in 1Q18 rose to KD
3.4 billion from KD2.3 billion in 4Q17, lift-
ed primarily by higher oil receipts and
non-oil exports, while imports held steady.
The price of Kuwait Export Crude aver-
aged $63 per barrel in 1Q18, a 9 percent
q/q increase, helping oil receipts add KD
193 million during the quarter despite the
OPEC+ production cap, to reach KD 4.4
billion. Higher petrochemical prices, which
move closely with oil prices, and strong
demand from Asia also helped support
non-oil exports.

Goods imports were little changed on
the quarter, with modest growth relative to
last year (+4 percent y/y), but still hinting
at healthy domestic demand.
Implementation of government develop-
ment projects and the improving business
environment kept the import of intermedi-
ate goods robust. Meanwhile, stronger
consumer spending was reflected in higher
vehicle and food imports.

The deficit in the services balance
widened to KD 1.9 billion against a back-
drop of improving economic prospects. An
expansionary fiscal plan, in addition to
higher oil prices, helped support domestic

confidence. Growth in travel services was
also robust, while the ongoing execution of
development projects (infrastructure and
administrative) fed into higher demand for
construction and governmental services.
Investment income eased for a second
consecutive quarter, weighed down by a
wobbly global equity market. 1Q18 wit-
nessed higher financial volatility that neg-

atively impacted the return on foreign
financial holdings by domestic investors. 

Remittances, on the other hand,
increased following two quarters of
declines, topping once again KD 1 billion,
as the effect of fuel subsidy cuts and vari-
ous fee increases on income seem to have
faded. Growing uncertainty over the out-
look of expat employment and living costs,

in light of intensified Kuwaitization efforts
and a proposed tax on remittance outflows,
which never materialized, may have also
contributed to the increase in outflows.

Meanwhile, the financial account deficit
eased to KD 1.4 billion in 1Q18, from KD 4
billion in 4Q17. Large net portfolio out-
flows were slightly offset by a positive FDI
balance due to divestments by residents

from controlling interests abroad. Other
investment outflows, however, were mini-
mal in 1Q18, after totaling KD 1.7 billion
the previous quarter, as a significant repa-
triation of currency and deposits by the
government (KD 1.1 billion) had offset out-
flows used for foreign asset accumulation
and the settlement of foreign debt by local
corporates. 
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RIGA: The short-term market impact
will be significant if Britain leaves the
European Union without a deal, British
Foreign Secretary Jeremy Hunt said
during a visit to Latvia yesterday.
Britain is due to quit the EU in less
than eight months, but the government
has yet to agree with Brussels the
terms of its departure. It has stepped
up planning for the possibility of leav-
ing without a formal agreement.

Sterling fell last week, in part on
concern about the state of negotia-
tions and the chance of a no-deal
Brexit. Asked about the possible mar-
ket reaction to leaving without a deal,
Hunt said at news conference: “Well,
of course, there will be significant
short-term impact, but I think in these
situations the British economy would
find a way to get through it and,
indeed, we would find a way ultimately
to thrive and be successful.”

Latvian Minister of Foreign Affairs
Edgars Rinkevics, who met with Hunt
yesterday to discuss Brexit, told the
same news conference he now esti-
mated the possibility of reaching a
deal by the March 29 exit day was 50-
50. Hunt said he did not want to put a
percentage on it.

“Of course, there is this risk of a
no-deal . But  I  think there are a
growing number of countries that

recognize that would be a very,
very big mistake not just for the
United Kingdom, but for the EU as
well,” he said.

“So rather than speculating on
exact percentages, let’s work hard to
make sure that doesn’t happen.”

During a visit to Helsinki on
Tuesday, Hunt said the risk of a no-
deal Brexit has been increasing and
everyone needed to prepare for the
possibility of a “chaotic no-deal
Brexit”.

Both London and Brussels say they
want to reach agreement at an Oct. 18
EU Council, but diplomats think that
target date is too optimistic. EU Brexit
negotiator Michel Barnier rejected key
elements of British Prime Minister
Theresa May’s new trade proposals
last month.

Economists say failure to agree the
terms of leaving would do serious
damage to the world’s fifth-largest
economy as trade with the EU,
Britain’s largest market, would become
subject to tariffs.

Supporters of Brexit say there may
be some short-term pain for the econ-
omy, but that long-term it will prosper
when cut free from the EU.
Meanwhile, some lawmakers are
pushing for a rerun of the 2016 refer-
endum. — Reuters

Significant short-term
market impact to no-deal 
Brexit: UK’s Hunt

Kuwait’s CA surplus highest in 3 
years thanks to stronger oil prices 

Trade surplus in 1Q18 rose to KD 3.4 billion

EXCHANGE RATES

BAHRAIN EXCHANGE COMPANY WLL

CURRENCY BUY SELL
Europe

British Pound 0.379539 0.393439
Czech Korune 0.005386 0.014686
Danish Krone 0.042163 0.047163
Euro 0. 337145 0.350845
Georgian Lari 0.114642 0.114642
Hungarian 0.000976 0.001166
Norwegian Krone 0.032027 0.037227
Romanian Leu 0.057052 0.073902
Russian ruble 0.004557 0.004557
Slovakia 0.009104 0.019104
Swedish Krona 0.029147 0.034147
Swiss Franc 0.298898 0.309898

Australasia
Australian Dollar 0.211222 0.223222
New Zealand Dollar 0.193065 0.202565

America
Canadian Dollar 0.227263 0.236263
US Dollars 0.300400 0.305700
US Dollars Mint 0.300900 0.305700

Asia
Bangladesh Taka 0.003008 0.003809
Chinese Yuan 0.042850 0.048350
Hong Kong Dollar 0.036700 0.039450

Indian Rupee 0.003868 0.004638
Indonesian Rupiah 0.000017 0.000023
Japanese Yen 0.002650 0.002830
Korean Won 0.000258 0.000273
Malaysian Ringgit 0.070644 0.076644
Nepalese Rupee 0.002633 0.002973
Pakistan Rupee 0.001918 0.002688
Philippine Peso 0.005717 0.006017
Singapore Dollar 0.215105 0.226105
Sri Lankan Rupee 0.001567 0.002147
Taiwan 0.009738 0.009918
Thai Baht 0.008805 0.009355

Arab
Bahraini Dinar 0.792588 0.809088
Egyptian Pound 0.014390 0.020108
Iranian Riyal 0.000084 0.000086
Iraqi Dinar 0.000201 0.000261
Jordanian Dinar 0.425181 0.434181
Kuwaiti Dinar 1.000000 1.000000
Lebanese Pound 0.000151 0.000251
Moroccan Dirhams 0.022523 0.046523
Omani Riyal 0.784591 0.790271
Qatar Riyal 0.079349 0.084289
Saudi Riyal 0.080117 0.081413
Syrian Pound 0.001291 0.001511
Tunisian Dinar 0.106262 0.114282
Turkish Lira 0.044492 0.055992
UAE Dirhams 0.081479 0.083179
Yemeni Riyal 0.000990 0.001070

NEW YORK: In this file photo, a shopper looks at sneakers at Stadium Goods in New York.
US consumers dipped deeper into their pockets in July 2018, increasing spending for the
sixth month in a row and getting the third quarter off to a healthy start, the government
reported yesterday. — AFP

UK inflation rises 
for first time in 2018,
seen falling soon
LONDON: Britain’s inflation rate rose in July for the
first time in 2018, keeping the squeeze on many
households’ budgets, but there were signs that the
pick-up was a blip and inflation might fall faster than
the Bank of England thinks. 

Consumer price inflation rose at an annual rate of
2.5 percent in July after holding at 2.4 percent in the
previous three months, matching economists’ fore-
casts in a Reuters poll. It was the first time since
November that inflation gained pace, slowing the
recovery in spending power for consumers. “These
figures show that the cost of living squeeze is not yet
a thing of the past,” said Tej Parikh, an economist at
the Institute of Directors, an employers’ group. 

Average earnings, including bonuses, rose an annu-
al 2.4 percent in the three months to June, the Office
for National Statistics said on Tuesday, extending a
long run of pay rises below their pre-financial crisis
levels. But economists noted the inflation rise was
driven largely by one-off factors, such as a rise in

prices of computers games - which are often volatile -
and transport fares. The National Institute for
Economic and Social Research, a think tank, said its
measure of core inflation, stripping out extreme price
moves, fell and looked set to bring inflation down to
the Bank of England’s 2 percent target within a year. 

When the BoE raised interest rates this month, it
forecast inflation at just above 2 percent in two years’
time. But many private economists think inflation will
prove to be weaker than the BoE is predicting.
Sterling, which has fallen in recent weeks on concerns
about the lack of an agreement on Britain’s leaving the
European Union and the weak outlook for rate hikes,
fell slightly after yesterday’s data. 

The CPI hit a five-year high of 3.1 percent in
November, when the inf lat ionary effect of the
pound’s tumble after the Brexit vote reached its
peak. OIL PRESSURE Another measure of inflation,
the retail price index, rose by 3.2 percent, its weakest
rise since March 2017. For rail travellers, many annu-
al ticket price increases from January will be set by
that reading. There is some pressure in the pipeline
for consumers. The cost of raw materials for manu-
facturers was 10.9 percent higher, the biggest annual
rise in over a year, reflecting an increase of more
than 50 percent in oil prices. Manufacturers raised
the prices they charged by 3.1 percent, weaker than
June’s 3.3 percent but slightly above the forecast in
the Reuters poll.  — Reuters


