
SHANGHAI: China’s yuan finished yesterday afternoon
trade at a near 4-week high to the dollar after the cen-
tral bank revived a “counter-cyclical factor” in its daily
fixing to support the currency, halting a record 10-week
slide that rattled global markets and irritated
Washington.

The announcement was seen as the latest signal from
the People’s Bank of China (PBOC) that is not comfort-
able with further depreciation in the yuan which could
spark capital outflows from the cooling economy. The
move late on Friday came a day after the latest Sino-US
talks aimed at resolving the trade dispute ended with
little progress, with tougher US measures expected to
kick in next month that could add more pressure on the
Chinese currency.

President Donald Trump, in an interview with Reuters
last week, had accused China of manipulating its cur-
rency to help cushion the blow from US tariffs on
Chinese imports.

Yesterday’s domestic closing price was the strongest
since Aug. 1. Spot yuan opened onshore trade at 6.8080
per dollar and closed domestic trade, at 0830 GMT, at
6.8171, or 19 pips firmer than the previous late night
session close. “Given China has drawn the line in the
sand clearly, the outlook of the yuan may depend on
China’s economic fundamentals other than the dollar
trajectory,” Tommy Xie, economist at OCBC in
Singapore, said in a note.

“Should China’s economy decelerate more than
expected, the pressure on RMB weakness may come
back again. Otherwise, we expect the USD/CNY to stay
below 7 comfortably,” he said.

The PBOC said it was adjusting how the yuan’s offi-
cial midpoint was calculated to keep the currency more
stable amid dollar strength and trade tensions, but gave
no details as to how the new “X” factor is derived. With
little sign of compromise in the trade talks, most market

watchers had predicted it was only a matter of time
before the yuan tested the closely watched and psycho-
logically important support level of 7 to the dollar.

The PBOC’s move “validates our views that yuan
devaluation is not a weapon of the trade war,” Mizuho
Bank analysts said in a note. “It also resonates with our
‘7-3’ stability threshold hypothesis, which refers to not
breaching 7 for dollar-yuan and FX reserves not falling
below $3 trillion.”

Intraday swinging 
Prior to the market opening yesterday, the PBOC lift-

ed its official yuan midpoint more than expected to
6.8508 per dollar, 202 pips, or 0.3 percent, firmer than
the previous fix of 6.8710 on Friday.

The guidance rate was 127 pips higher than Reuters’
estimate of 6.8635 per dollar. The currency firmed ini-
tially in spot trade before swinging between gains and
losses. The offshore counterpart rose to a high of
6.7818, its strongest since July 31. It traded at 6.8047 as
of 0830 GMT.

Traders said the policy move had triggered some
dollar selling since Friday night, but gains in the Chinese
currency were capped by bargain hunting for cheaper
dollars yesterday as many saw strong resistance at 6.8
per dollar for now. The PBOC introduced the “X” factor
in May 2017 when the yuan was firming against a weak-
er dollar. But Goldman Sachs said it has been used in
both direction at various times: to slow yuan gains and
to curb yuan losses.

Testing the waters 
Traders suspect the PBOC may already have been

testing the waters in recent weeks for a re-activation of
the measure as the dollar continued to climb. It was last
believed to have been used early this year, when the
yuan was firming.

US policymakers look set to continue raising interest
rates well into next year, supporting the dollar for a while
longer, while China recently started shifting to easier
conditions to shore up slowing economic growth. “How
the factor works per se is much less important than the
clear signal sent by the PBOC that it would defend 7.0 at
least in the next couple of months,” said Larry Hu, head
of greater China economics at Macquarie in Hong Kong.

The yuan had appreciated rapidly in the six months
after the counter-cyclical factor was first introduced, Hu
said. Late gains in offshore markets after the announce-
ment on Friday spared the currency from an 11th consec-
utive weekly loss. But it had already posted the longest
such losing streak since the exchange rate was unified in
1994. As of 0830 GMT, the onshore yuan had weakened
4.6 percent against the dollar this year. — Reuters
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Ethiopia ousts 
state firm from 
Nile dam project 
ADDIS ABABA: Ethiopia has ousted state-run
Metals and Engineering Corporation (METEC)
from a $4 billion dam project on the River Nile due
to numerous delays in completing the project.

The Grand Renaissance Dam is the centerpiece
of Ethiopia’s bid to become Africa’s biggest power
exporter. Prime Minister Abiy Ahmed said at the
weekend that the government had cancelled the
contract of METEC, which is run by Ethiopia’s mil-
itary, and would award it to another company.

Italian firm Salini Impregilo remains the main
contractor building the dam, while METEC was
the contractor for the electromechanical and
hydraulic steel structure divisions of the project.

The government has touted the 6,000-
megawatt dam project, which is 60 percent fin-
ished, as a symbol of its economic reforms. “It is a
project that was supposed to be completed within
five years, but seven or eight years later not a sin-
gle turbine is operational,” Abiy said during a news
conference in Addis Ababa on Saturday.

“Salini has even demanded compensation
because of the delays. We decided to cancel a
contract with METEC and offer companies with
experience. Otherwise, it will take even longer,” he
said. Abiy has presided over a series of reforms
since coming to power in April, releasing political
prisoners, relaxing state control of the economy
and dramatically improving relations with
Ethiopia’s neighbor Eritrea. The government had
previously said the dam would be completed with-
in two years, but recently Abiy said it may face a
lengthy delay. — Reuters
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CURRENCY BUY SELL
Europe

British Pound 0.382916 0.396816
Czech Korune 0.005668 0.014968
Danish Krone 0.043199 0.048199
Euro 0. 345086 0.358786
Georgian Lari 0.116763 0.116763
Hungarian 0.000997 0.001187
Norwegian Krone 0.032327 0.037527
Romanian Leu 0.059050 0.075900
Russian ruble 0.004494 0.004494
Slovakia0.009067 0.019067
Swedish Krona 0.029219 0.034219
Swiss Franc 0.301942 0.312942

Australasia
Australian Dollar 0.214008 0.226008
New Zealand Dollar 0.196616 0.206116

America
Canadian Dollar 0.227737 0.236737
US Dollars 0.299600 0.304900
US Dollars Mint 0.300100 0.304900

Asia
Bangladesh Taka 0.003044 0.003845
Chinese Yuan 0.043124 0.046624
Hong Kong Dollar 0.036599 0.039349

Indian Rupee 0.003862 0.004634
Indonesian Rupiah 0.000017 0.000023
Japanese Yen 0.002647 0.002827
Korean Won 0.000262 0.000277
Malaysian Ringgit 0.070815 0.076815
Nepalese Rupee 0.002626 0.002966
Pakistan Rupee 0.001949 0.002719
Philippine Peso 0.005663 0.005963
Singapore Dollar 0.216946 0.226946
Sri Lankan Rupee 0.001561 0.002141
Taiwan 0.009760 0.009940
Thai Baht 0.008978 0.009528

Arab
Bahraini Dinar 0.790468 0.806968
Egyptian Pound 0.014341 0.020059
Iranian Riyal 0.000084 0.000085
Iraqi Dinar 0.000200 0.000260
Jordanian Dinar 0.424048 0.433048
Kuwaiti Dinar 1.000000 1.000000
Lebanese Pound 0.000150 0.000250
Moroccan Dirhams 0.022432 0.046432
Omani Riyal 0.782513 0.788193
Qatar Riyal 0.079129 0.084069
Saudi Riyal 0.079900 0.081200
Syrian Pound 0.001287 0.001507
Tunisian Dinar 0.106808 0.114808
Turkish Lira 0.046158 0.057658
UAE Dirhams 0.081261 0.082961
Yemeni Riyal 0.000987 0.001067

Yuan hits 4-week high as China 
CB revives X-factor for fixing 

PBOC halts a record 10-week slide that rattled global markets

FRANKFURT: Confidence among
German business leaders swelled again
in August after the European Union and
United States backed off an escalating
trade showdown, a regular survey
showed yesterday.

The Munich-based Ifo institute’s
monthly barometer based on a survey of
9,000 firms rebounded to 103.8 points
this month, its highest level since
February. In July, the Ifo index had stood
at 101.7 points.

“Confidence in German firms has
improved noticeably... in addition to a
robust domestic economic situation,
the truce in the trade conflict with the
US contributed,” Ifo president Clemens
Fuest said in a statement. Furthermore,
“the German economy is growing
robustly,” he added, with the latest
data suggesting that third-quarter
growth in the eurozone’s economic
powerhouse could match the 0.5 per-
cent quarter-on-quarter it booked
between April and June.

Companies’ assessments of both
their present economic situation and
future expectations improved, while
firms in the manufacturing, services,
trade and construction sectors were all
more confident.

A major reason for the sunnier out-
look is a deal struck between European
Commission President Jean-Claude
Juncker and US President Donald Trump
last month to back down from a mount-
ing trade confrontation, initially sparked
by Trump’s decision to impose levies on
steel and aluminium imports. 

But while the trade battle appears to

on ice for now, tensions could flare up
again in future if the mercurial US leader
threatens to impose duties on vital
European products like cars. 

Bond yields rise 
Germany’s benchmark 10-year bond

yield rose to its highest level in more
than two weeks yesterday, reversing
early falls after a stronger-than-expect-
ed German business sentiment survey
added to signs of an improving outlook
for the euro zone economy. The Munich-
based Ifo economic institute said its
business climate index jumped to 103.8
in August after 101.7 in July, suggesting
that concerns about a global trade war
among company executives in Europe’s
largest economy have eased.

The August reading beat a Reuters
consensus forecast of 101.9. “The Ifo
survey confirms the picture that the
slowdown in leading indicators is a tem-
porary blip,” said Commerzbank rates
strategist Michael Leister. “If we get
more evidence that the data flow is
improving, markets will have to reassess
whether an (ECB) rate hike that is
priced in for only December next year is
justified.”

Euro zone bond yields were broadly
higher in the wake of the Ifo data, having
reversed earlier falls on the back of
reassuring comments from US Federal
Reserve chief Jerome Powell at the
Jackson Hole symposium on Friday.

Germany’s benchmark 10-year bond
yield rose 2 basis points to 0.367 per-
cent, its highest level in more than two
weeks. That left the gap with US

Treasury yields at around 245 bps -
close to its narrowest since early June as
investors bet that perhaps the diver-
gence in the US and eurozone monetary
policy outlooks is not as stark as it
appeared just a few months ago. 

On Friday, Powell defended the Fed’s
push to raise rates as healthy for the
economy and signalled more hikes were
coming. “Powell’s speech was interpret-
ed as dovish, although I think there were
some hawkish elements to it,” said Jan
von Gerich, chief analyst at Nordea in
Helsinki.

Analysts said news that Finland plans
to sell a new 10-year government bond
via a syndicate of banks also came as a

surprise to markets and added to
upward pressure on bond yields.

Ten-year bond yields across the
euro area were 1-2 bps higher on the
day, although trade was subdued due to
a public holiday in Britain. Bond supply
in the euro area picks up this week
after a summer lull. An Italian bond
auction on Thursday could prove a key
barometer of sentiment given concerns
about the policies of the new anti-
establishment coalition. “The resump-
tion of BTP auctions after the summer
hiatus will serve as a key test this week
but should be cushioned by sizable
coupons,” analysts at Commerzbank
said in a note. — Agencies

SHANGHAI: A trader watches the stock market monitor in Shanghai in this file photo.

BRUSSELS: In this file photo, Germany’s Chancellor Angela Merkel (right) speaks to
Greece’s Prime Minister Alexis Tsipras as they attend a European leaders summit at
the European Council in Brussels. —AFP

Noble shareholders 
back $3.5bn deal in 
fight for survival
SINGAPORE: Commodities trader Noble Group’s
shareholders backed a $3.5 billion restructuring deal
yesterday, in a major boost for the embattled compa-
ny’s efforts to stay afloat. The deal is aimed at pulling
the company back from the abyss of a three-year
crisis sparked by a fall in commodity prices, allega-
tions of irregular accounting practices and a ratings
downgrade.

Once one of the world’s top commodity trading
houses, Noble has been reduced to a shell of its former
self as the company sold off assets while battling credi-
tors and shareholders in a bid to survive.

Shareholders overwhelmingly backed the plan, which
calls for 70 percent of the restructured company to be
held by creditors, with 20 percent going to sharehold-
ers and 10 percent to management.

The vote went ahead after key investor Goldilocks
Investment Co in June agreed to a revised restructuring
plan that raised shareholders’ equity in the company
from 15 percent.

Abu Dhabi Financial Group, with which Goldilocks is
affiliated, will also form a strategic partnership with

Noble to explore opportunities in the Middle East. “We
are now moving into the final phase of the restructur-
ing,” Noble chairman Paul Brough told investors before
the vote, according to Bloomberg News. Noble, which
is headquartered in Hong Kong and listed in Singapore,
saw its market value plunge from $6.0 billion in
February 2015 to just $114 million currently after being
accused of inflating its assets through irregular
accounting practices.

The allegations marked the start of the crisis that has
engulfed the company. Yesterday’s deal still needs a
formal endorsement by senior creditors-which it is like-
ly to get-and approval from the courts but this could
run into a roadblock as a legal challenge is planned,
according to Bloomberg. —AFP

EU-US trade truce boosts
German business confidence

HONG KONG: In this file photo, Noble Group founder
Richard Elman poses at his office in Hong Kong. —Reuters


