
CARACAS: Beleaguered Venezuelans
braced yesterday for the rollout of
President Nicolas Maduro’s radical new
plan to curb the spiraling hyperinflation that
has thrown their oil-rich, cash-poor nation
into turmoil. Caracas is issuing new ban-
knotes after lopping five zeroes off the
crippled bolivar, casting a pall of uncertain-
ty over businesses and consumers across
the country.

“There will be a lot of confusion in the
next few days, for consumers and the pri-
vate sector,” said the director of the
Ecoanalitica consultancy, Asdrubal
Oliveros. 

“It’s a chaotic scenario.” Other meas-
ures-revealed by Maduro in a speech to the
nation late Friday-include a massive mini-
mum wage hike, the fifth so far this year.

As it stands, the monthly minimum wage-
devastated by inflation and the aggressive
devaluation of the bolivar-is still not enough
to buy a kilogram (2.2 pounds) of meat.

The embattled Maduro, a former bus driv-
er and union leader, said the country needed
to show “fiscal discipline” and stop the
excessive money printing of recent years.

But economists say the radical overhaul
could only make matters worse.  In the cap-
ital Caracas, residents were skeptical about
the new measures. “Everything will stay the

same, prices will continue to rise,” 39-year-
old Bruno Choy, who runs a street food
stand, told AFP.

Angel Arias, a 67-year-old retiree,
dubbed the new currency a “pure lie!”
Three of the country’s leading opposition
groups-Primero Justicia, Voluntad Popular
and Causa R-have rejected the reform plan
and called for a day of protest today.

New currency, old woes  
The new currency, the sovereign bolivar-

to distinguish from the current, and ironical-
ly named, strong bolivar-will be anchored to
the country’s widely discredited cryptocur-
rency, the petro.

Each petro will be worth about $60,
based on the price of a barrel of Venezuelan
oil. In the new currency, that will be 3,600
sovereign bolivars-signaling a massive
devaluation. In turn, the minimum wage will
be fixed at half a petro (1,800 sovereign
bolivars). That is about $28 — more than 34
times the previous level of less than a dollar
at the prevailing black market rate. 

Fuel subsidy cuts 
The socialist president also announced a

curb on heavily subsidized fuel in a bid to
prevent oil being smuggled to other coun-
tries. Subsidies would only be available to

citizens registering their vehicles for a
“fatherland card,” which the opposition has
decried as a mechanism to exert social con-
trol over opponents.

Fuel subsidies have cost Venezuela $10
billion since 2012, according to oil analyst
Luis Oliveros, but without them, most peo-
ple would not be able to buy fuel.

Oliveros also warned that the new bank
notes will crumble “within a few months” if
hyperinflation is not brought under control.
The International Monetary Fund predicts
inflation will hit a staggering one million
percent this year in Venezuela-now in a
fourth year of recession, hamstrung by
shortages of basic goods, and paralyzed
public services.

“Don’t pay attention to naysayers,”
Information Minister Jorge Rodriguez said,
pushing back against criticism of the plan.
“With oil income, with taxes and income
from gasoline price hikes... we’ll be able to
fund our program.” Oil production accounts
for 96 percent of Venezuela’s revenue-but
that has slumped to a 30-year low of 1.4
million barrels a day, compared to its record
high of 3.2 million 10 years ago.

Maduro’s predecessor Hugo Chavez
stripped three zeroes off the bolivar in
2008, but that failed to prevent hyperin-
flation. — AFP 

With record in view, aging
US bull market may
still be frisky
NEW YORK: Why settle for nine-and-a-half years when you can do
an even 10 or better? That’s the thinking of a lot of investors measur-
ing whether a historically long run in US stocks still has legs.

This Wednesday, the S&P 500’s bull-market run will turn 3,453
days old, which in some market watchers’ eyes will make it the longest
such streak in history. The bull was born in the ashes of the financial
crisis and carried along through much of its rise by $3.5 trillion of
asset purchases by the US Federal Reserve. The debate now is over
when, not if, its run will come to an end.

“Bull markets are like incandescent light bulbs. They tend to glow
brightest just before they go out,” said Sam Stovall, chief investment
strategist at research firm CFRA. The record is of some question
because Wall Street experts define bull and bear markets differently.

The S&P 500 also would need to hit an all-time high after
Wednesday to confirm the milestone. As of Friday, the S&P 500 was
0.8 percent shy of its record high, set on Jan. 26.

If the S&P fails to eclipse that high and drops 20 percent below it,
that would signify instead that stocks have been in a bear market since
the January peak. But many investors are optimistic that the stock
market in the near term will avoid a plunge that would end the bull run,
in large part because of the US economy’s health.

“True bear markets are associated with recessions,” said Walter
Todd, chief investment officer at Greenwood Capital Associates in
Greenwood, South Carolina. “I have to ask myself, ‘When do I see a
recession?’ I don’t see one around the corner.”

To extend its run, as it has throughout the long march higher, the
market would need to shrug off a range of geopolitical concerns,
including trade tensions between the United States and its partners, an
emerging market rout set off by Turkey’s sliding currency, uncertainty
over China’s economy and upcoming midterm elections.

In the United States, while economists see strong growth for at
least the next year, investors did point to some concerning signs,
including rising corporate debt and shaky housing activity. “The reali-
ty is the economy’s going strong but there is an increasing amount of
yellow to orange flashing warning signs out there,” said Oliver
Pursche, chief market strategist of Bruderman Brothers in New York.

The market is not far removed from brutal declines stemming from
the 1999-2000 Internet bubble and 2007-2009 financial crisis, and
investors are wary of the timing and extent of the next downturn. For
example, while the US corporate tax cuts fueled equity returns in the
past year, some investors worry they eventually could result in a hard-
er landing for stocks. “Putting in a late-cycle fiscal stimulus ... that
really sets up the potential for a boom-bust type of scenario,” said

Mona Mahajan, US investment strategist at Allianz Global Investors.
The US government has less firepower in a downturn after already

cutting taxes significantly, CFRA’s Stovall said.
Meanwhile, the Fed’s extraordinary efforts to foster an economic

recovery from the financial crisis through asset purchases and rock-
bottom interest rates have provided essential support for the market
during its bull run. So the central bank’s slow removal of those planks
is now bringing uncertainty for stocks.

Of the 12 bear markets charted by CFRA since 1946, the average
drop has been 32.7 percent. But the past two, stemming from the dot-
com bubble and the financial crisis, have been more severe: declines of
49.1 percent and 56.8 percent, respectively.

Still, there is skepticism that such an extreme move will be repeat-
ed. “The last two bear markets have been two of the most extreme
bear markets we have ever seen. They can’t all be extreme,” said Paul
Hickey, co-founder of Bespoke Investment Group.

Cleansing the bull 
The current bull market is commonly thought to have started on

March 9, 2009, when the S&P 500 closed at 676.53 as the United
States grappled with the global financial crisis. Since then, the bench-
mark US stock index has more than quadrupled, closing Friday at
2850.13. That makes it the third most-rewarding bull run, trailing only
1932-1937 and 1990-2000, the latter of which the current streak is
poised to match in length on Tuesday, according to S&P Dow Jones
Indices. There have been bumps along the way. During this bull run,
the S&P has had 16 pullbacks of at least 5 percent, including four of at
least 10 percent, according to Keith Lerner, chief market strategist
with SunTrust Advisory Services in Atlanta. — Reuters
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Malaysia PM
calls for China’s
help with
fiscal problems
BEIJING: Malaysian Prime Minister
Mahathir Mohamad called on China’s
top leadership yesterday to help solve
his country’s fiscal problems, as he
tries to revise major Beijing-backed
projects signed under his scandal-
plagued predecessor.

The 93-year-old leader, who
returned for a second stint as premier
following a shock election win in May,
has railed against a series of deals
struck with Chinese state-owned
companies by the administration of
toppled leader Najib Razak. His gov-
ernment has suspended China-backed
projects worth more than $22 billion,
including a major rail l ink, and
Mahathir had pledged to raise the
issue of what he views as unfair terms
related to some of the deals on his
five-day trip.

During a press conference with
Premier Li Keqiang at Beijing’s Great
Hall of the People, Mahathir thanked
China for agreeing to increase imports
of speciality agricultural products,
such as durian. But even as he wel-
comed the agreements, Mahathir also
said he expected more from the
world’s second-largest economy.

“I believe that China will look sym-
pathetically towards the problems that
we have to resolve and perhaps help
us in resolving some of our internal
fiscal problems,” he said.

Mahathir, who is expected to meet

President Xi Jinping yesterday after-
noon, also warned that wealthy coun-
tries should not use their riches to take
advantage of less developed nations.

“There is a new version of colonial-
ism happening because poor countries
are unable to compete with rich coun-
tries just in terms of open free trade. It
must also be fair trade,” he said.

Li said that he hoped the two coun-
tries would be able to achieve “bal-
ance” in their trade relations.

Financial woes 
During his nine-year rule, Najib

was accused of cutting quick deals
with Beijing in return for help paying
off debts linked to a massive financial
scandal that ultimately helped bring
down his long-ruling coalition. Last
week, Mahathir had said he would try
to cancel or modify the previous
administration’s agreements with
China, stressing that “the most impor-
tant thing is for us to save money”.

As well as the rail link, which would
have run from the Thai border to
Kuala Lumpur, the government has
suspended a China-backed project to
build pipelines after alleging that
almost all the money for the work was
paid out but only a fraction of the
project had been completed.

Mahathir is trying to reduce
Malaysia’s national debt, which has
ballooned to some $250 billion.

Despite the threat to revise China-
linked contracts, Mahathir is seeking
to strengthen business ties with
Beijing during the trip.

He met the founder of e-commerce
giant Alibaba, Jack Ma, in the eastern
city of Hangzhou on Saturday.
Mahathir also oversaw the signing of a
cooperation agreement between
Chinese auto firm Geely and troubled
Malaysian carmaker Proton. — AFP 

EXCHANGE RATES

BAHRAIN EXCHANGE COMPANY WLL

CURRENCY BUY SELL
Europe

British Pound 0.382219 0.396119
Czech Korune 0.005531 0.014831
Danish Krone 0.042568 0.047568
Euro 0. 341664 0.355364
Georgian Lari 0.137932 0.137932
Hungarian 0.001146 0.001336
Norwegian Krone 0.031950 0.037150
Romanian Leu 0.065164 0.082014
Russian ruble 0.004563 0.004563
Slovakia 0.009088 0.019088
Swedish Krona 0.029172 0.034172
Swiss Franc 0.299589 0.310589

Australasia
Australian Dollar 0.214884 0.226884
New Zealand Dollar 0.196249 0.205749

America
Canadian Dollar 0.227886 0.236886
US Dollars 0.300050 0.305350
US Dollars Mint 0.300550 0.305350

Asia
Bangladesh Taka 0.003004 0.003806
Chinese Yuan 0.042929 0.046429
Hong Kong Dollar 0.037004 0.039764

Indian Rupee 0.003884 0.004666
Indonesian Rupiah 0.000017 0.000023
Japanese Yen 0.002671 0.002851
Korean Won 0.000261 0.000276
Malaysian Ringgit 0.070834 0.076834
Nepalese Rupee 0.002630 0.002970
Pakistan Rupee 0.001915 0.002685
Philippine Peso 0.005748 0.006048
Singapore Dollar 0.216739 0.226739
Sri Lankan Rupee 0.001564 0.002144
Taiwan 0.010436 0.010616
Thai Baht 0.008840 0.009390

Arab
Bahraini Dinar 0.791661 0.808161
Egyptian Pound 0.014368 0.020086
Iranian Riyal 0.000084 0.000086
Iraqi Dinar 0.000200 0.000260
Jordanian Dinar 0.424685 0.433685
Kuwaiti Dinar 1.000000 1.000000
Lebanese Pound 0.000156 0.000256
Moroccan Dirhams 0.022483 0.046483
Omani Riyal 0.783682 0.789362
Qatar Riyal 0.079252 0.084192
Saudi Riyal 0.080020 0.081320
Syrian Pound 0.001289 0.001509
Tunisian Dinar 0.106358 0.114358
Turkish Lira 0.048173 0.059673
UAE Dirhams 0.081384 0.083084
Yemeni Riyal 0.000989 0.001069

BOGOTA: A Venezuelan man shows Venezuelan bolivar bills as he sells products in Norte
de Santander Department, Colombia, on the border with San Antonio del Tachira,
Venezuela, from where hundreds are crossing through the Simon Bolivar international
bridge on Sunday. — AFP

Investors hold 
on to German 
debt as Turkey 
questions linger
LONDON: German government bond yields hovered
near one-month lows yesterday as investors held on to
one of the safest assets in the world given the uncer-
tainty around Turkey’s currency crisis and what impli-
cations it may have for other emerging markets. Stock
markets and low-rated bonds were in demand while the
dollar fell ahead of trade talks between the United
States and China, with investors increasingly optimistic
that trade tensions between the world’s two largest
economies would recede.

But with the Turkish Lira still looking vulnerable-it
was down 1.4 percent at 6.09 per dollar-worries of
contagion to other emerging markets also kept the bid
for high-grade euro zone bonds strong.

“The question this week is whether only Turkey is
affected or central banks see any risk of the whole
emerging market sector being affected,” said DZ Bank
rates strategist Daniel Lenz.

He pointed to weakness in South Africa’s rand in
recent weeks-the currency has fallen 11.2 percent
against the dollar since the start of August-as one sign
that there could be some contagion to other emerging
markets. “With Jackson Hole coming up, investors
would be concerned about whether US rates are to
increase, this also can affect emerging markets badly,”
he added, referring to the meeting of central bankers
this Friday when US Federal Reserve chief Jerome
Powell is scheduled to speak. Any sharp rise in US rates
could affect emerging market borrowing costs as
investors looking for yield would likely switch to high-
er-yielding U.S. Treasuries, which are seen as safer
than emerging market debt.

Germany’s 10-year government bond yield, the
benchmark for the euro zone, was more or less flat at
0.31 percent, and still close to a one-month low of
0.287 percent hit late last week.

Some of the bid for this debt may also have to do
with Germany’s own exposure to the Turkish economy.
The country’s top policymaker Jens Weidmann pointed
out this weekend that Turkey was number 16 on the list
of German trading partners. Other high-grade euro
zone bond yields were also near recent lows. French
10-year borrowing costs for example, at 0.66 percent,
were only shade off a four-week low of 0.653 percent
hit on Friday. Improved risk sentiment meant that low-
rated southern European bonds outperformed, with
Spanish, Italian and Portuguese 10-year bond yields
lower 4-5 basis points across the board. — Reuters

Chaos reigns as Venezuela 
braces for new banknotes

A pall of uncertainty over businesses and consumers

NEW YORK: Traders work on the floor at the closing bell of the Dow
Industrial Average at the New York Stock Exchange in New York. —AFP


