
Turkish lira slides
nearly 5% again
ISTANBUL: The Turkish lira tumbled nearly 5 percent
against the dollar yesterday after a week-long holiday,
hit by persistent concern about a diplomatic rift with
Washington over a US pastor on trial in Turkey.

The slide left the lira down about 40 percent this year,
driven by worries over President Tayyip Erdogan’s grip
on monetary policy and the stand-off with the United
States over the fate of evangelical Christian Andrew
Brunson. He is being tried in Turkey on terrorism charges
that he denies. With the dollar stronger globally, the lira
weakened as far as 6.2960 from 6.00 on Friday, when a
holiday to mark the Muslim festival of Eid Al-Adha came
to an end. It stood at 6.2100 at 1156 GMT.

“The exchange rate sensitivity created by the tension
between us and the United States continues,” said Seda
Yalcinkaya Ozer, an analyst at brokerage Integral,
adding that emerging market currencies were generally
weaker against the dollar. The United States and Turkey
have exchanged tit-for-tat tariffs on each other’s

exports over the Brunson dispute. The NATO allies are
also at odds over diverging interests in Syria and US
objections to Ankara’s ambition to buy Russian defense
systems. Investors are set to turn their attention to a
meeting between Finance Minister Berat Albayrak and
his French counterpart in Paris, after which they are
scheduled to make a statement at 1330 GMT. In a con-
ference call before the holiday, Albayrak told investors
that Turkey would emerge stronger from the crisis,
insisting its banks were healthy but that the authorities
were ready to provide support to the sector if needed.
Turkey’s central bank and banking watchdog have taken
steps to underpin the lira in recent weeks, including cut-
ting limits for Turkish banks’ swap transactions.
Yesterday, the Istanbul stock exchange said it had start-
ed work on setting up a swap market as part of efforts
to make the city an international finance center.

Investors remain concerned about the lira given
Erdogan’s opposition to high interest rates and with
inflation near 16 percent in July, its highest in more than
14 years. August inflation data will be released next
today and the central bank will hold a policy-setting
meeting on Sept. 13, having left rates on hold at its last
meeting, contrary to expectations. — Reuters
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WASHINGTON: Mexico and the United States are close to
agreement on bilateral issues in the renegotiation of the
North American Free Trade Agreement (NAFTA), a top
Mexican official said yesterday, as US President Donald
Trump tweeted a “big deal” was “looking good.”

When asked by reporters if a deal had been reached,
Mexican Economy Minister Ildefonso Guajardo said an
announcement was “probably on the agenda,” but that he still
had to conclude a “very important” issue. The White House
said Trump would make an announcement on trade later.

Separately, a Mexican source familiar with the talks said it
was “almost certain” there would be an announcement yes-
terday. Guajardo was speaking on his way into the office of
US Trade Representative Robert Lighthizer for talks.

An agreement between Mexico and the United States
would open the door for Canada to return to the negotia-
tions to rework the 1994 trilateral trade deal. The NAFTA
talks have dragged on for more than a year. US, Mexican
and Canadian stocks opened higher yesterday on optimism
about a trade deal. The Mexican peso gained more than 1.2
percent against the US dollar. The Mexico-US discussions

have focused on crafting new rules for the automotive
industry, which Trump has put at the heart of his drive to
rework the pact he has repeatedly described as a “disaster”
for American workers. Still, Trump, who on Saturday had
suggested that an agreement
could be imminent, tweeted yes-
terday morning: “A big deal
looking good with Mexico!”
However, Guajardo once again
stressed that efforts to revamp
the North American Free Trade
Agreement would not be com-
plete until a final agreement is
reached with Canada.

He told reporters “we are not
going to disclose anything
because a lot of these things
imply Canada. Until we finish with the position of Canada,
we’ll not be able to disclose all the elements.” The negotia-
tions are aimed at ironing out bilateral issues and calling on
Canada, the third NAFTA partner, to rejoin the now year-old

discussions. Guajardo and Mexico’s Foreign Minister Luis
Videgaray have been shuttling back and forth to Washington
for more than a month for meetings with US Trade
Representative Robert Lighthizer to try to iron out the bilat-

eral stumbling blocks, including
rules for the auto market, before
the end of August.

Talks ground to a halt in May,
in part due to the July 1 presiden-
tial elections in Mexico. The tri-
lateral treaty has been a key tar-
get in Trump’s aggressive trade
strategy and he has repeatedly
threatened to scrap it altogether,
branding it a “disaster.” But after
a year of intense negotiations to
salvage the 25-year-old pact, the

United States and Mexico appear close to a point where
Canada-which had been waiting for US-Mexican agreement
on auto industry rules-can rejoin the talks.

US and Mexican negotiators are keen to seal a new deal

before Mexican President Enrique Pena Nieto hands power
to president-elect Andres Manuel Lopez Obrador on
December 1.  For that to happen, the US Congress must be
notified 90 days in advance, which means the administration
must send the notice by the end of the week.

Foreign Minister Chrystia Freeland of Canada said earlier
she was encouraged by the progress and would rejoin the
talks once bilateral discussions concluded. She currently is
on a European trip, but Guajardo said last week Freeland
had indicated she would be available as soon as the United
States and Mexico were ready to move to the next phase. A
key element of the US-Mexico talks has been content
requirements for autos, which Mexico reportedly agreed to
increase to 75 percent from North America to get duty free
NAFTA treatment.

The sides also have reached agreement on the portion of
cars made at “high wage” factories that can receive duty-free
treatment, according to reports. That requirement would
deter US auto manufacturers from moving production to
Mexico, where labor costs are lower, something central to
Trump’s attacks on NAFTA. — Agencies
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WASHINGTON, DC: Mexican Foreign Minister Luis Videgaray (left) and Jared Kushner (center), senior adviser to US President Donald Trump, walk to the White House in Washington, DC, yesterday. — AFP

Dollar weakens 
after Powell speech 
suggests slower 
tightening pace
NEW YORK: The dollar fell for a second straight session
yesterday, still weighed down by comments from Federal
Reserve Chairman Jerome Powell on Friday that seemed to
suggest a slower pace of monetary tightening. 

Since hitting a more than one-year high in mid-August,
the dollar has fallen more than 2 percent amid remarks
from US President Donald Trump criticizing the Fed for
raising interest rates at a time when the government was
trying to stimulate the economy. At a symposium in
Jackson Hole, Wyoming, Powell on Friday emphasized the
central bank’s push to raise interest rates despite Trump’s
criticism of higher borrowing costs. 

But he also said the Fed sees no clear sign of inflation
accelerating above 2 percent. His comments did little to
change market expectations for rate hikes in September
and December and disappointed some dollar bulls hoping
for a more hawkish message. “The takeaway from Jackson
Hole is that the Fed may not look to tighten much more

than is currently priced into markets,” said Mark
McCormick, North American head of FX strategy at TD
Securities in Toronto. “It is clear the Fed cycle is close to
nearing the end-game,” he added. Interest rate hike
expectations have supported the dollar this year as the US
economy tracked a stable growth path. The Treasury yield
curve yesterday reached its flattest since 2007 - a factor
seen as reducing support for the dollar - in the wake of
Powell’s speech. 

In mid-morning trading, the dollar index, which meas-
ures the greenback against a basket of six major curren-
cies, was down 0.2 percent at 94.97 after slipping more
than 0.5 percent in the previous session. 

The euro rose 0.2 percent to $1.1647 after climbing as
high as $1.1654, its strongest since Aug 2. The currency
advanced more than 0.7 percent on Friday. Overall, finan-
cial markets showed a healthier appetite for risk as US
stocks rose, curbing the US currency’s safe-haven appeal.
Adding to the risk-on mood, US and Mexican trade nego-
tiators appeared close to reaching a common position on
NAFTA, with Mexico’s economy minister saying an
announcement was “probably on the agenda.” 

The Mexican peso rose 1 percent against the dollar,
which traded at 18.703 pesos. In emerging markets, the
Turkish lira weakened more than 2 percent against the
dollar yesterday after a week-long holiday, hit by persist-
ing concern about a diplomatic rift with Washington over a
detained US pastor. — Reuters


