
HONG KONG: Major markets in Asia and
Europe rose yesterday after Donald Trump
and Kim Jong Un held a historic summit, while
investors look ahead to key policy meetings at
the Federal Reserve and European Central
Bank this week. Trump said he had formed a
“special bond” with the North Korean leader,
who reaffirmed his commitment to “complete
denuclearization of Korean Peninsula” in a
joint agreement signed by the two.

While the meeting was not expected to see
any immediate results, it has provided hope for
peace on the Korean peninsula. However,
investors remain concerned about a possible
global trade war after the weekend’s Group of
Seven summit in Canada ended with Trump
withdrawing support for a joint communique
and accusing host Prime Minister Justin
Trudeau of being dishonest.

That came just after he had hit Canada,
Mexico and the European Union with steel
and aluminum tariffs, sparking threats of retal-
iation that some fear could escalate. For most
of the day eyes were on Singapore, where
Trump and Kim became the first sitting lead-
ers of their countries to meet. The pair signed
what Trump called a “pretty comprehensive”
and “very important” document, which spoke
of “new US-DPRK relations” and committed

Washington to “security guarantees”. Kim said
the two Cold War foes had vowed to “leave
the past behind” and promised “the world will
see a major change”.

‘Air of optimism’ 
Stocks fluctuated through the day but by

the end of trade Tokyo was up 0.3 percent
and Shanghai closed 0.9 percent higher.

Hong Kong was 0.1 percent higher. However,
Seoul dipped 0.1 percent, while the Korean
won eased 0.2 percent. Singapore was
slightly lower, as were Wellington, Kuala
Lumpur and Taipei.

In early trade London and Paris each rose
0.3 percent, while Frankfurt gained 0.8 per-
cent. “After quickly shrugging off the G7 fight

club in Quebec, investors latched on to the air
of optimism circulating from the Singapore
summit,” said Stephen Innes, head of Asia-
Pacific trading at OANDA. 

“And with pro-euro signals emanating from
the newly formed Italian government placating
investors anxiety about the future of the euro-
zone, the global risk was in the happy zone
Monday.” However, Goohoon Kwon, co-head
of Korea research and senior Asia economist
at Goldman Sachs, told Bloomberg Television
ahead of the signing that markets had already
factored in a lower risk of conflict on the
Korean peninsula.

He added that the “follow through, execu-
tion, implementation” of any agreements was
most crucial. While the Trump-Kim summit
was the big news story, traders are keenly
awaiting the Fed and ECB policy meetings. The
US bank is expected to lift interest rates
Wednesday but its post-meeting statement
will be closely watched for a clue about its
plans for future hikes.

Then on Thursday, European bank officials
will likely debate for the first time cutting back
on their crisis-era stimulus program. The euro
extended gains after rallying Monday on the
back of comments from new Italian Finance
Minister Giovanni Tria ruling out Rome’s exit

from the single currency. That eased concerns
about his populist, Eurosceptic government’s
intentions regarding the currency bloc. The
pound was also under pressure as British MPs

prepare to vote on a string of amendments to
key Brexit legislation that could force Prime
Minister Theresa May’s hand in talks with the
European Union. — AFP 
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PRAGUE: The Czech central bank said yes-
terday it would cap mortgage loans at nine
times borrowers’ salaries, addressing con-
cerns a buildup of debt could destabilize the
financial system in the event of an economic
downturn. A sustained economic upswing
along with close to rock-bottom interest rates
and record low unemployment have driven
sharp gains in property prices, especially in
Prague, while supply is being throttled by
bottlenecks in construction permits.

Until now, there have been no income-
related restrictions on the amounts banks can
lend to applicants for housing credit. “We are
... interested mainly in what will happen to loan
servicing when the good times end,” central
bank Governor Jiri Rusnok said in a statement
announcing the cap.  “Although this may not
come soon, it will happen one day. As soon as
interest rates or unemployment start to rise, a
large subset of households could run into loan
service problems, which in turn would nega-
tively affect the condition of banks.”

The central bank said it estimated residen-
tial property was on average 14 percent over-
valued at the end of last year. The new nine
times debt-to-income limit for mortgages will
take effect in October. An additional debt
servicing-to-income rule says borrowers can-
not take loans if monthly repayments would
exceed 45 percent of their net income.

The new restrictions come on top of a

loan-to-value (LTV) cap of 80 percent intro-
duced last year on most mortgages. Banks
can allow LTV of up to 90 percent on 15 per-
cent of their loans. Since those regulations,
the number of provided mortgages has
dipped, but the central bank said when refi-
nancing was excluded, new housing loans still
grew by 8.8 percent in February.  House lend-
ing makes up 60 percent of all bank credit in
the EU member country. The central bank also
on Tuesday raised the capital buffer banks
must hold against economic downturns by 25
basis points to 1.5 percent of risk-weighted
assets from July 2019.

Prague leads region 
Apartment prices in Prague, helped by

investment purchases and buying for short-
term rentals to tourists, lead central Europe.
They rose 8.1 percent year-on-year in the
first quarter to 75,600 crowns ($3,480) per
square metre, according to Deloitte’s Real
Index. Countrywide, prices are up 47 percent
since 2014 at 56,200 crowns. A survey by
developers put the year-on-year price rise of
new dwellings in Prague at 23 percent to
88,552 crowns ($4,070.23) per square metre
in the first quarter.

Comparative prices in Warsaw were
$2,221-$2,454, according to transaction data
from Cenatorium. In Budapest, the average
price per square metre was $1,523 last year,
according to Hungary’s statistics office.

The Czech central bank said less than 10
percent of loans provided last year would be
disqualified by the new measures, and some
of those could be covered by an exception
allowing banks to exceed the limits in 5 per-
cent of cases. But lender Ceska Sporitelna
said the impact could be bigger. — Reuters

MUMBAI: Many Indian farmers are openly
sowing an unapproved variety of genetically
modified (GM) cotton seeds developed by
Monsanto, as the government sits on the side-
lines for fear of antagonizing a big voting bloc
ahead of an election next year. India
approved the first GM cotton seed trait in
2002 and an upgraded variety in 2006, help-
ing transform the country into the world’s top
producer and second-largest exporter of the
fiber.  But newer traits are not available after
Monsanto in 2016 withdrew an application
seeking approval for the latest variety due to
a royalty dispute with the government.

The herbicide-tolerant variety, lab-altered
to help farmers save costs on weed manage-
ment, has, however, seeped into the country’s
farms since then. Authorities say they are still
investigating how that happened. “I will only
use these seeds or nothing at all ,” said
Rambhau Shinde, a farmer who has been cul-
tivating cotton for nearly four decades in the
western state of Maharashtra.

The federal environment ministry said last
year planting the seeds violated the
Environment Protection Act, and farmers who
did so were risking potential jail terms. But
many farmers are desperate to boost their
incomes after poor yields over the past few
years and are willing to ignore the warnings.
A government official in New Delhi, who deals
with matters related to GM crops, said it was
difficult to keep farmers away from something
that they saw benefit in.

“If you don’t allow them to plant legally,
illegal planting will happen,” the official said,

requesting anonymity, adding that Monsanto
had yet to reapply for an approval to sell its
latest variety of GM cotton in India. A
Monsanto India spokesman said the company
was confident that the government would
prosecute those involved in the illegal trade of
the unapproved seeds.

‘Fighting the enemy’
Except for GM cotton, India has not

approved any other transgenic crop on con-
cerns over their safety, and large foreign com-
panies have been increasingly unhappy at
what they say is the infringement of their
intellectual property by widespread planting
of unapproved seeds. Farmers say they prefer
Monsanto’s herbicide-tolerant Roundup
Ready Flex (RRF) strain of cotton seeds as
they can cut input costs by as much as
10,000 rupees ($150) an acre compared with
other varieties.

Cotton growers are also getting support
from farmers’ unions, who are already at log-
gerheads with Prime Minister Narendra
Modi’s government amid a fall in prices of
many agricultural commodities. Without new
varieties of seeds, they fear being outplayed
by other major cotton producers and
exporters such as the United States, Brazil
and Australia, said Anil Ghanwat, the presi-
dent of a farmers’ organisation in
Maharashtra.

“The government is asking us to carry a
sword to f ight  the enemy with AK-56
rifles,” said Ghanwat, who has urged farm-
ers to sow the unapproved GM seed. “We

will protect them if government authorities
try to destroy the crop or harass them
with legal cases.” Last year, just before
cotton harvesting, authorities found plan-
tations of unapproved seeds in key pro-
ducing states such as Maharashtra and
Gujarat in the west and Andhra Pradesh
and Telangana in the south.

In February, authorities in Telangana told
two local companies that cotton seeds they
sold to farmers may have contained traces of
Monsanto’s RRF strain, though the companies
denied that. This year various states have
formed inspection teams to curb the sale of
such seeds, though farmers have built a paral-
lel network to distribute them without getting
caught, said M.S. Gholap, director at
Maharashtra’s agriculture department.

The seeds were being produced secretly,
mainly in Gujarat and Telangana, and then
smuggled to other states, Gholap said.
Maharashtra has seized unapproved seeds
worth 12 million rupees ($178,000) in the past
two months, enough to cultivate 10,000
hectares, said Gholap. Farmers are paying as
much as a 30 percent premium for the unap-
proved seeds in Maharashtra and Gujarat
compared with seeds of older strains.

The proliferation of unapproved seeds
could force the government to grant approval
to the new seed technology, as happened in
2002 when New Delhi legalized planting of
the Bt Cotton GM strain, said C D Mayee,
head of South Asia Biotechnology Centre, a
New Delhi-based non-profit organization.
The strong demand for the illegal seeds has
alarmed some federal government officials.
“Once farmers realise laws are toothless, then
they could cultivate GM soybean, corn and
other crops,” said one official, who asked not
to be identified. “It would have serious impact
on our biodiversity.”  — AFP 
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TOKYO: A pedestrian walks past an electronics stock indicator at the window of a security
company in Tokyo, displaying the closing rate of Tokyo Stock Exchange. — AFP 
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