
KUWAIT: NBK’s consumer spending index is a
monthly indicator developed by the Economic
Research Department to track domestic private
consumption expenditure behavior. This is the first
broad monthly consumer spending index in Kuwait.
The May index is the first to be publicly released,
following several months of testing.

Seasonal factors weighed on consumer spend-
ing in May, with softer numbers observed across
the board. However, conditions remained strong
compared to 2017, with NBK’s consumer spending
index rising 7.5% year-on-year (y/y), supported
by firmer oil prices, improving consumer confi-
dence, and steady employment. Momentum is
expected to remain robust throughout 2018.

Spending on durables retreated by 4.2%
month-on-month (m/m), pulled down by softer
auto sales and furniture purchases ahead of the
summer season. The slowdown also coincided with
the first two weeks of the holy month of Ramadan,
during which the consumption of durables is usually

subdued. The durables index, however, maintained a
good pace of growth relative to last year, settling at
a strong 8.9% y/y in May.

Similarly, consumption of services and non-
durables slipped in May, by 0.2% m/m and 3.9%
m/m, respectively. The declines were also impacted
by the start of the holy month (mid-May), as well as
the end of the academic year. The services sector
continued to register strong growth compared to
2017, with its index up 10.6% y/y in May, while the
non-durables index eased to 0.3% y/y, its slowest
pace since December. Consumer spending is pro-
jected to remain healthy through 2018. However,
uncertainty over the future income and employment
prospects of expats - following higher expected
service and utility fees, as well as the state’s efforts
to reduce expat employment - may weigh down on
consumer spending. Meanwhile, spending by
Kuwaiti nationals is expected to remain strong,
thanks to low inflation, healthy employment, and
higher public spending.
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NBK Economic Update

Consumer spending softens 
in May but remains strong

BERLIN: The DIW economic institute has
slashed its growth forecast for Germany due to
an unexpectedly weak start to 2018 and risks
from abroad including concerns about Italy’s
new government and the escalating trade con-
flict with the United States. Italy’s coalition
government comprises anti-establishment par-
ties with a brief to shake up EU institutions
while US  President Donald Trump has threat-
ened allies with hefty tariffs on car imports in
addition to unilaterally imposed metal duties.

The Berlin-based DIW think-tank said it
cut its gross domestic product growth fore-
cast for Europe’s largest economy by 0.5 per-
centage points to 1.9 percent this year, and by
0.2 percentage points to 1.7 percent in 2019.
“Uncertainty arises mainly from growing con-
cerns about some European countries, mainly
Italy, and the possibility of an escalating trade
conflict between the United States and the
rest of the world,” DIW said.

The uncertain business outlook is causing
companies worldwide to scale back invest-
ments and this is putting the brakes on
German export growth, DIW added. “The sit-
uation in Italy is causing the fear of a resur-
gence of the euro zone debt crisis,” DIW head
Marcel Fratzscher said. “It’s a wake-up call for
politicians in Europe, especially for the
German government, to finally lean into the
reform debate for a more crisis-prone Europe.
“The proposals and options are on the table,
now it’s time for action. European nations have
to put up a united front, also against Trump
and his protectionism,” Fratzscher said.

France and Germany, the euro zone’s two
biggest economies, want to agree a roadmap
for European Union reforms by June 19 in
order to present later to EU leaders at the
June 27-28 summit. French President
Emmanuel Macron wants a fund set up that

would help countries facing an economic
shock and smooth out divergences among
members’ economies. But German Chancellor
Angela Merkel has been reluctant to commit
to anything that could see the transfer of tax-
payer funds to other countries, including in the
form of a deposit insurance scheme for banks.

Wait-and-see approach
The Economy Ministry said in its monthly

report yesterday that Germany’s economic
upswing was losing some momentum, with the
growth outlook clouded by the festering trade
dispute and risks linked to Italy’s new coalition
government. “This is expressing itself in the
real economy through a wait-and-see
approach, especially when it comes to invest-
ments,” the ministry added.

The economic upswing is nevertheless set to
continue because private consumption remains
bullish and exports are still robust due to
Germany’s highly diversified portfolio of manu-
facturing products and export markets, the min-
istry added. Economy Minister Peter Altmaier
said on Tuesday the government was sticking to
its most recent growth forecasts of 2.3 percent
for this year and 2.1 percent for 2019 despite
increased trade tensions that surfaced at the
Group of Seven summit at weekend in Canada.
If the trade conflict between the United States
and other countries intensifies, it could nega-
tively impact the global economy and there are
indications this is already happening, the head
of the World Trade Organization said in an inter-
view. Asked if there was a risk for the global
economy, WTO Director-General Roberto
Azevedo told German business daily
Handelsblatt: “Absolutely. If the trade dispute
escalates, there’s the risk of a global downturn
and we’re already seeing signs that this down-
ward process has already started.” — AFP

Rate for Transfer Selling Rate
US Dollar 302.590
Canadian Dollar 233.615
Sterling Pound 406.055
Euro 358.270
Swiss Frank 300.630
Bahrain Dinar 804.700
UAE Dirhams 82.785
Qatari Riyals 84.020
Saudi Riyals 81.585
Jordanian Dinar 428.065
Egyptian Pound 16.968
Sri Lankan Rupees 1.902
Indian Rupees 4.488
Pakistani Rupees 2.526
Bangladesh Taka 3.622
Philippines Pesso 5.750
Cyprus pound 18.005
Japanese Yen 3.740
Syrian Pound 1.590
Nepalese Rupees 2.808
Malaysian Ringgit 76.740
Chinese Yuan Renminbi 47.720
Thai Bhat 10.420
Turkish Lira 67.210

CURRENCY BUY SELL
Europe

British Pound 0.397409 0.411309
Czech Korune 0.005808 0.015108
Danish Krone 0.043634 0.048634
Euro 0. 347959 0.361659
Georgian Lari 0.122260 0.122260
Hungarian 0.001019 0.001209
Norwegian Krone 0.033542 0.038742
Romanian Leu 0.059267 0.076117
Russian ruble 0.004790 0.004790
Slovakia 0.009037 0.019037
Swedish Krona 0.030951 0.035951
Swiss Franc 0.299991 0.310991

Australasia
Australian Dollar 0.220849 0.232849
New Zealand Dollar 0.205857 0.215357

America
Canadian Dollar 0.226961 0.2365961
US Dollars 0.298950 0.303350
US Dollars Mint 0.299450 0.303350

Asia
Bangladesh Taka 0.003142 0.003943
Chinese Yuan 0.045890 0.049390
Hong Kong Dollar 0.036522 0.039272
Indian Rupee 0.003958 0.004730

Indonesian Rupiah 0.000017 0.000023
Japanese Yen 0.002654 0.002834
Korean Won 0.000269 0.000284
Malaysian Ringgit 0.072255 0.078255
Nepalese Rupee 0.002657 0.002997
Pakistan Rupee 0.001951 0.002721
Philippine Peso 0.005590 0.005890
Singapore Dollar 0.221200 0.231200
Sri Lankan Rupee 0.001607 0.002187
Taiwan 0.010012 0.010192
Thai Baht 0.009132 0.009682

Arab
Bahraini Dinar 0.796958 0.805458
Egyptian Pound 0.014301 0.020019
Iranian Riyal 0.000084 0.000085
Iraqi Dinar 0.000196 0.000256
Jordanian Dinar 0.422825 0.431825
Kuwaiti Dinar 1.000000 1.000000
Lebanese Pound 0.000150 0.000250
Moroccan Dirhams 0.020511 0.044511
Omani Riyal 0.780825 0.786505
Qatar Riyal 0.078950 0.083890
Saudi Riyal 0.079727 0.081027
Syrian Pound 0.001284 0.001504
Tunisian Dinar 0.113337 0.121337
Turkish Lira 0.060834 0.071134
UAE Dirhams 0.081084 0.082784
Yemeni Riyal 0.000985 0.001065

Italy, trade worries bite into
German growth forecast

LONDON: Britain’s Supreme Court yesterday
ruled that a plumber employed in the so-
called gig economy had “worker” status in a
landmark case that could have major implica-
tions for the booming sector. The country’s
highest court decided unanimously that Gary
Smith was a “worker” for Pimlico Plumbers for
nearly six years from 2005, even though his
contract described him as a “self-employed
operative”.

“Although the contract did provide him
with elements of operational and financial
independence, Mr Smith’s services to the
company’s customers were marketed through
the company,” said judge Nicholas Wilson, in
rejecting the appeal by Pimlico Plumbers. The
ruling allows Smith to pursue a claim of unfair
dismissal after he suffered a heart attack, and
opens up the whole gig economy to claims by
those on flexible contracts that they should
also receive benefits afforded to those with
worker status, including annual leave.

The case follows a similar ruling in
November, when an employment tribunal said
that drivers for US ride-hailing company Uber
were workers, not self-employed. Uber is
appealing the ruling, with the case now likely to
go to the Court of Appeal. Smith argues that he
was unfairly dismissed after trying to reduce his
hours following a 2011 heart attack, but Pimlico
Plumbers responded that he was self-employed,
therefore had no right to make a claim.

A lower court earlier ruled that Smith was
a worker because he was required to use the
firm’s van and was obliged to do a minimum
number of hours a week, a decision upheld by
the Supreme Court. Pimlico Plumbers chief
executive Charlie Mullins called the decision
“terrible”. “They had an opportunity to recti-
fy our out-of-date employment rights and
they bottled it,” he said outside court. “The
case is not over. I will be talking to my
lawyers about where we go from here. It was
a terrible decision.” — AFP

UK top court makes landmark
ruling on ‘gig economy’ plumber

LONDON: Chief executive of Pimlico Plumbers, Charlie Mullins
speaks to the media outside the Supreme Court. — AFP 

LONDON: World stocks hovered near one-month
highs yesterday as an expected US interest rate rise
and risks of a fresh outbreak of trade tensions
between China and the United States overshadowed
a generally benign political and economic backdrop.
Wall Street appeared set for a modestly firmer open,
potentially building on the previous session’s gains,
which were fuelled by buoyant mergers and acquisi-
tions activity among media and telecoms firms. 

European shares rose too as global company
earnings have been revised up, according to
Thomson Reuters I/B/E/S. However, assets such as
Chinese stocks, European autos and the Mexican
peso are under pressure from the risk of protec-
tionist measures from the United States which is
preparing to unveil more tariffs on $50 billion
worth of Chinese goods.

And the US Federal Reserve, the European
Central Bank and the Bank of Japan all hold policy
meetings this week, with the Fed expected to
announce its second rate rise of 2018. Equity mar-
kets are “marking time and finding it difficult to
make upward progress despite reasonably good
economic data”, said Andrew Milligan, head of
global strategy at Aberdeen Standard Investments.

“We are entering three days of important cen-
tral bank decisions. Markets have pretty much
priced what (the banks) will do and it is clear we
are in a monetary policy tightening cycle.” These
issues eroded slim gains made around Tuesday’s
summit between US President Donald Trump and
North Korean leader Kim Jong Un. The meeting
has soothed some geo-political fears, as a joint
statement pledged to work toward the “denu-
clearization” of the Korean Peninsula.

MSCI’s all-country share index was flat,
recovering slightly from deeper losses caused by
a half percent fall in non-Japan Asian equities.
European stocks too were 0.3 percent higher
after a weak start, led by a 1.4 percent rise in the
tech index and an 80 percent leap in Dutch fin-
tech firm Adyen on its first day of trading.  An

index of auto stocks lagged, however, with gains
of 0.2 percent.

Milligan downplayed the impact of US trade
measures on global commerce but noted “the
direction of travel is not positive, which is why
equities are not making as much progress and
investor sentiment is not more positive.” Investors
see trade wars as the biggest market risk, a closely
watched survey from Bank of America Merrill
Lynch (BAML) showed. It showed investors bullish
on equities but still holding high levels of cash in
portfolios-a clear sign of wariness.  In a reminder
of the danger of trade disputes,  shares in Chinese
telecommunications giant ZTE Corp fell as much as
41.5 percent, wiping $3 billion off its market value,
as it resumed trade after agreeing to pay up to $1.4
billion in penalties to the US government.

Its Shenzhen shares fell by their 10 percent lim-
it, dragging down mainland Chinese shares around
1 percent. The Mexican and Canadian currencies,
remained under pressure from trade war fears, the
former hitting 16-month lows against the US dollar. 

Policy shifts 
Investors see central bank policy mistakes as

the second-biggest risk for markets, the BAML
poll showed. Projections from the Fed’s March
meeting suggest a benchmark rate of 2.1 percent at
end of 2018. That implies a total of three rate rises
this year. But some reckon four increases are pos-
sible. “The focus is on how many times the Fed will

raise rates this year and next and how much
beyond the levels it considers as neutral to the
economy, or what they call the longer-run rates,”
said Shuji Shirota, head of macro economic strate-
gy group at HSBC Securities in Tokyo.

As the Fed meeting approached, the dollar
traded flat against a basket of currencies giving up
some earlier gains but stayed near three-week
highs versus the yen. It firmed sharply against
some emerging currencies-the Turkish lira fell one
percent towards recent record lows. The euro
eased off last week’s three-week high of $1.1840
but remained underpinned by expectations the
ECB will mention plans to wind up its stimulus and
even hint at the timing of its first interest rate rise
when it meets today.

However, Italian bond yields fell further with
two-year yields down 14 bps to below 1 percent
after EU affairs minister Paolo Savona, consid-
ered a eurosceptic, said the euro was “indispens-
able”. Such comments have soothed worries
about Italy’s euro membership, but analysts say
the government’s high-spending plans could
boost yields again once the relief rally ebbs. “In
the longer term, they need to do something dif-
ferent to bring the deficit under control, not just
pay lip service towards the euro,” Commerzbank
strategist Christoph Rieger said. Britain’s pound
and bond yields slipped as data showing sub-
dued inflation checked expectations for an inter-
est rate rise this year.  — Reuters 

World stocks
capped by trade 
war concerns,
central banks   

BRUSSELS: The Greek Government could dis-
cuss the timing of a possible new bond issue after
next week’s meeting of euro zone finance minis-
ters which is expected to decide on debt relief
measures for Athens, the economy minister said.
Heavily indebted Greece, shut out of bond mar-
kets in 2010, has gone to the markets twice over
the last 12 months in a bid to build a cash buffer
that could reassure investors after its third
bailout programme ends in August.

“All our efforts are focused on the Eurogroup
of the 21st (of June) where we expect to have an
agreement on debt relief,” Greece’s Alternate

Minister of Economy and Development, Alexis
Charitsis, told a news conference yesterday in
Brussels. Asked whether Greece could issue new
bonds before the end of its bailout programme,
he said: “Any other discussions happen after the
21st”. The Eurogroup of euro zone finance minis-
ters will discuss possible new debt relief meas-
ures for Greece the meeting in Luxembourg.  EU
officials have repeatedly said next week’s meet-
ing will be crucial to seal Greece’s financial
future, as decisions will need to be made on the
use of about 40 billion euros ($47 billion) that
are still unspent under the 86-billion-euro euro

zone-funded bailout programme which expires
on Aug. 20. Officials are considering several
options to reduce debt servicing costs for
Athens, including an extension of maturities and
grace periods of up to 15 years on some 130 bil-
lion euros of loans issued to Greece under the
second bailout. They are also considering a buy-
out of expensive loans worth more than 20 billion
euros from the International Monetary Fund and
euro zone central banks due over the next
decade. They would be replaced with cheaper
loans from the European Stability Mechanism,
the euro zone bailout fund. In exchange for
accepting strict oversight of the implementation
of structural reforms, including on tax and pen-
sions, Greece could also get next week new loans
of about 11 billion euros, a senior Eurogroup offi-
cial said yesterday. — Reuters

Greece says decisions on new 
bond issue after Eurogroup


