
LONDON: A renewed slump in Chinese shares
and a sobering set of global factory surveys
sucked world markets lower yesterday, while the
euro and Mexican peso were both jolted by politi-
cal developments. It was the first trading day of
the new month, quarter and half-year but there
was no let up for bruised investors after the worst
start to a year for world shares since 2010.

Shanghai’s “bear” market lurch had continued
overnight, with losses of up to 3 percent as firms
await some $34 billion of US tariffs this week and
new business surveys showed some worrying signs
of deterioration. Europe suffered a thud too, with
the STOXX 600 share index dropping as much as 1
percent and the euro down 0.5 percent to $1.1630
as differences over immigration threatened Angela
Merkel’s German coalition government.

The trade strains meanwhile were compounded
by an EU threat to hit the United States with
almost $300 billion in retaliatory tariffs, lingering
concerns over President Donald Trump’s dislike
for the World Trade Organization and by data
showing the weakest euro zone manufacturing

sector growth in 18 months. “There are a lot of
uncertainties out there,” said Rabobank’s Head of
Macro Strategy Elwin de Groot. “It is pretty
unclear what is going to happen in Germany and
the trade concerns are really top of mind at the
moment, so we are seeing quite a lot of weakness
in emerging markets.” 

All the concerns meant more demand for safe-
haven bonds. US Treasuries and German Bund
both saw buying, whereas Wall Street looked set
to go lower when it reopens. Shanghai blue chips
had resumed their slide overnight with a fall of 2.9
percent. That, alongside another flop by the yuan
hot on the heels of its weakest month on record ,
soured sentiment across Asia.

MSCI’s broadest index of Asia-Pacific shares
outside Japan fell 0.6 percent, adding to a 2 per-
cent drop last week. Japan’s Nikkei shed 2.2 per-
cent to an 11-week low, with a survey of manufac-
turers showing sentiment there had also darkened
a shade in the face of trade war threats. Tension is
growing ahead of a July 6 deadline when
Washington is due to impose US$34 billion of tar-

iffs on Chinese exports. A new report from Oxford
Economics warned that tariff threats, if realised,
would extend high tariffs to over 4 percent of
world imports - a more than tenfold rise versus
the 0.3 percent of imports hit by the new tariffs
imposed so far. “The threat to world growth is sig-
nificant” it said. “In a scenario of escalating tariffs,
our modeling suggests world GDP could be cut by
up to 0.4 percentage points in 2019.”    

Two surveys of Chinese manufacturing out in
the last few days showed a softening in activity,
partly due to softness in exports. A slew of US fac-
tory readings are due on Monday, while the U.S.
ISM report is out on Tuesday. Minutes of the last
Federal Reserve policy meeting come on Thursday
and the week closes with US payrolls for June.

German angst
In currency markets, the euro was knocked

back on reports German Interior Minister Horst
Seehofer had rejected a migration deal Merkel
negotiated at an EU summit on Friday. The curren-
cy then partly bounced on news Seehofer had
offered to step down as minister and as chair of
his Christian Social Union (CSU) party, only to
slide back again after the euro zone manufacturing
data came in weak.

Seehofer’s move makes the future of Merkel’s
government even more uncertain. Her Christian
Democrats (CDU) rely on the CSU to maintain
power through a coalition formed three months ago
to end a political vacuum. The euro was 0.5 percent
lower at $1.1640, having skidded as far as $1.1628
at one stage. The US dollar gained 0.25 percent on
a basket of currencies to 94.891, but was still below
Friday’s top of 95.324. It was flat on the yen at

110.74 having been as high as 111.06 at one stage.
The Mexican peso see-sawed after leftist

Andres Manuel Lopez Obrador won a decisive
victory for president. Dealers said the clear win
might settle one source of political uncertainty,
but Obrador was also expected to sharpen
Mexican divisions with Trump. After an initial
retreat, the dollar soon rebounded to top 20
pesos, up from last  week’s trough around
19.5580 per dollar.  

Trump also loomed large in oil markets with
crude taking a spill after he tweeted that Saudi
Arabia had agreed to lift oil production by “maybe
up to 2,000,000 barrels”. The missive was later
played down by the White House and Saudi Press
Agency.  Brent crude lost 85 cents to $78.26 a
barrel, while US crude fell 30 cents to $73.88. The
pullback was still modest given US crude rallied
more than 8 percent last week, while Brent gained
more than 5 percent. — Reuters 
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Shares sliding on trade war, 
German coalition concerns

CURRENCY BUY SELL
Europe

British Pound 0.392403 0.406303
Czech Korune 0.005574 0.014874
Danish Krone 0.043324 0.048324
Euro 0. 345613 0.359313
Georgian Lari 0.123169 0.123169
Hungarian 0.000981 0.001171
Norwegian Krone 0.033026 0.038226
Romanian Leu 0.068785 0.075635
Russian ruble 0.004802 0.004802
Slovakia 0.009055 0.019055
Swedish Krona 0.029722 0.034722
Swiss Franc 0.299084 0.310084

Australasia
Australian Dollar 0.215430 0.227430
New Zealand Dollar 0.199128 0.208628

America
Canadian Dollar 0.224844 0.233844
US Dollars 0.299350 0.304650
US Dollars Mint 0.299850 0.304650

Asia
Bangladesh Taka 0.003124 0.003925
Chinese Yuan 0.044267 0.047767
Hong Kong Dollar 0.036587 0.039337
Indian Rupee 0.003813 0.004585
Indonesian Rupiah 0.000017 0.000023
Japanese Yen 0.002654 0.002834
Korean Won 0.000261 0.000276
Malaysian Ringgit 0.071688 0.077688
Nepalese Rupee 0.002661 0.003001
Pakistan Rupee 0.001916 0.002686
Philippine Peso 0.005492 0.005792
Singapore Dollar 0.216641 0.226641
Sri Lankan Rupee 0.001625 0.002205

Taiwan 0.009827 0.010007
Thai Baht 0.008857 0.009407

Arab
Bahraini Dinar 0.789487 0.805987
Egyptian Pound 0.014325 0.020043
Iranian Riyal 0.000084 0.000085
Iraqi Dinar 0.000197 0.000257
Jordanian Dinar 0.423694 0.432694
Kuwaiti Dinar 1.000000 1.000000
Lebanese Pound 0.000150 0.000250
Moroccan Dirhams 0.020554 0.044554
Omani Riyal 0.781864 0.787544
Qatar Riyal 0.079060 0.084000
Saudi Riyal 0.079833 0.081133
Syrian Pound 0.001286 0.001506
Tunisian Dinar 0.112345 0.120345
Turkish Lira 0.060159 0.070459
UAE Dirhams 0.081193 0.082893
Yemeni Riyal 0.000986 0.001066

Markets on edge before July 6 tariff deadline

TOKYO: A pedestrian looks at a stock indicator displaying numbers of the Tokyo
Stock Exchange. —  AFP 

Hedge funds
continue selling
oil and fuels
LONDON: Hedge funds became much more
bullish about the outlook for US crude prices
last week, following an outage on Canada’s
Syncrude system, which supplies the US
Midwest, and a drawdown in crude stocks
around Cushing. But in the rest of the petrole-
um complex, the persistent liquidation of for-
merly record bullish positions continued for
the tenth week running, according to an
analysis of exchange and regulatory data.

Hedge funds and other money managers

raised their combined net long position in the
six most important petroleum futures and
options contracts by 36 million barrels in the
week to June 26. Net long positions in
NYMEX and ICE WTI climbed by 75 million
barrels, the largest one-week increase since
OPEC decided to cut its production levels at
the end of November 2016.

Gross short positions in NYMEX WTI
were slashed by 30 million barrels to leave
just 20 million barrels remaining, the smallest
number of short contracts since Feb 2013. The
rush of short covering and the creation of
fresh long positions sent nearby futures prices
surging and has pushed the six-month WTI
calendar spread to a backwardation of more
than $6 per barrel. But bullish in WTI was
linked to specific locational factors. Elsewhere,
fund managers continued to realise profits and

liquidate long positions.
Net long positions were cut in Brent (-5

million barrels), U.S. gasoline (-8 million bar-
rels), US heating oil (-11 million barrels) and
European gasoil (-15 million barrels) in the
week to June 26. Net length in Brent has fallen
by a total of 179 million barrels since peaking
in early April while net length in refined prod-
ucts is down by 131 million barrels since peak-
ing in mid-May. Portfolio managers remain
essentially bullish about the outlook for oil
prices in the second half of 2018, with long
petroleum positions outnumbering short ones
by a margin of 9 to 1. But funds have become
more cautious since the middle of April, when
the margin was almost 14 to 1, given the signif-
icant rise in prices over the last 12 months and
potential for a slowdown in consumption
growth. — Reuters

Locals lose out
in Rwanda’s 
second-hand
clothes war
KIGALI: Across Rwanda, markets selling
piles of cast-off clothes once worn by
Americans have become the unlikely centre
of a trade war that vendors say is ruining
their livelihoods. Kigali, determined to boost
its domestic textiles industry, in 2016 raised
tariffs on the importation of secondhand
clothes, disrupting a multi-million dollar
industry and setting it on a collision course
with the United States.

Friends Celestin Twagirayezu, 33, and
Mercelle Dusabe, 35, began selling second-
hand clothes a decade ago at adjacent stalls
in Kigali’s popular Nyabugogo market in
Kigali. It was a good business which
expanded quickly, allowing them to buy
homes and get married. Then Rwanda
slapped a 12-fold increase on import tariffs
on used clothes and a 10-fold increase on
used footwear, a price hike that amounts to a
de facto ban for cash-strapped traders. “The
decision took everyone by surprise, at first
we relied on the stocked clothes but after a
few months reality kicked in, and things went
from bad to worse,” said Twagirayezu. “I am
soon throwing in the towel”.

Second-hand economy 
East Africa imports around an eighth of

the world’s used clothing into an industry
that employs some 355,000 people who
earn $230 million a year, according to a
study by the American development agency,

USAID. The large majority of these clothes
come from the US and regional leaders,
including Rwanda’s Paul Kagame, blame the
cast-offs for stymieing development of their
own clothing industries.

While Twagirayezu has watched his
business wither, Dusabe switched to selling
Chinese imports, but is not faring much bet-
ter. “You can’t imagine how many customers
I have lost by switching to selling Chinese
clothes! Many people still come asking for
second-hand clothes, when they don’t find
them they don’t come back,” he said.

Twagirayezu agreed, saying customers
prefer second-hand clothes to Chinese
imports, citing the lower price and higher
quality. Initially, the East African
Community regional bloc was united in its
battle against used clothes. But the alliance
cracked as Kenya, Tanzania and Uganda
balked at the prospect of retaliatory loss of
access to US markets via the African
Growth and Opportunity Act (AGOA)
whereby some countries can export some
products to the US duty free.

Trade freeze 
Rwanda, alone, did not capitulate and in

2016 its imports of used clothing dropped
by a third. In late March this year the US
told Rwanda it would lose some of its
AGOA benefits within 60 days as a result.
The deadline since passed and no action
was announced, but with President Donald
Trump on the warpath over trade Rwanda is
unlikely to be forgotten.

Rwanda’s clothing industry is nascent,
with only a couple of players, which means
there are some surprising victims of the
trade spat. One of those losing out is
Chinese garment maker C&H which set up
in Kigali’s special economic zone in order to
enjoy AGOA benefits. Many of its US clients

have put orders on hold until the AGOA
issue is resolved. “We have lost market in
the US because of the AGOA situation,”
said manager Emmy Iraguha.

C&H has an annual turnover of $154 mil-
lion and has been producing exclusively for
export. It has not yet bowed to Rwandan
government pressure to produce clothes for
the local market to fill the gap left by the
dearth of second-hand clothes. Rwanda’s
other clothes producer is Uterxwa, which
specializes in industrial clothing and uni-
forms, has welcomed the “positive move” to
ban second-hand clothes.

Chinese winners 
“Once the companies making clothes

locally are many the products will be com-
petitive, not only in Rwanda but even in the
neighboring countries,” said managing direc-
tor Ritesh Patel, alluding to the difficulty of
producing clothes cheaply enough for the
domestic market. “The alternatives to sec-
ondhand clothes are very expensive,” said
Kevin Uwamahoro, a motorcycle taxi driver
who crosses into Uganda to go clothes shop-
ping at its still-thriving second-hand markets.

The big winner in this David and Goliath
trade war might well be Chinese companies
whose flood of cheap garments are set to
replace used clothing while continuing to
stifle local industrialization. “Considerable
imports of Chinese clothing, both legitimate
and undeclared, constitute the real threat to
the East African textile industry,” said the
USAID study. However, Andrew Mold of the
UN’s Economic Commission for Africa, said
high import tariffs on clothes from China
and India mean there is a “margin for
regional firms to compete”. In the meantime,
however, it is ordinary Rwandans-buyers
and sellers of second-hand clothes-who
continue to suffer. — AFP 


