
Wall Street drops 
on trade woes, 
retail sales data
NEW YORK: US stock index futures dropped yes-
terday as investors were worried about a lack of
progress in US-China trade talks and assessed US
retail sales data that showed moderate gains last
month. The United States and China are still “very
far apart” on resolving trade frictions, US
Ambassador to China Terry Branstad said, as a sec-
ond round of high-level talks were set to begin in
Washington.

Adding to the trade woes, Mexico’s economy
minister Ildefonso Guajardo said he does not
expect to meet a deadline tomorrow to reach a new
North American Free Trade Agreement that could
be presented to the US Congress.

US retail sales increased a moderate 0.3 per-
cent  in  Apri l , compared with an upwardly
revised 0.8 percent surge in March, as rising
gasoline prices weighed on discretionary spend-
ing, the Commerce Department said. However,
the rise in core retail sales, which excluded
automobiles, gasoline, building materials and
food services , showed consumer spending
appeared on track to accelerate after slowing
sharply in the first quarter.

Following the data, benchmark US Treasury
yields hit 3.037 percent, a key breakout level,
before gaining further to 3.043 percent, their high-
est since July 2011. “It’s a combination of less good
news from China trade situation, a bit of a seasonal
miss on Home Depot and tick up in the yield on 10-
year that conspires to be the story ... and unraveled
some of that positive feeling we had yesterday,”
said Art Hogan, chief market strategist at B. Riley
FBR in Boston.

“The (retail sales) data is impressive, the yield
on the 10-year is reflective of that, and that we get
further noise on 3 percent and that becomes an
issue.” Shares of Home Depot Inc slipped 2.5 per-
cent in premarket trading after the No 1 US home

improvement chain missed Wall Street forecasts for
sales at established stores as an unusually long
winter hit demand for typical spring products.

Smaller rival Lowe’s was down 1.7 percent. At
9:09 am ET, Dow e-minis were down 147 points, or
0.59 percent. S&P 500 e-minis were down 14.5
points, or 0.53 percent and Nasdaq 100 e-minis
were down 58 points, or 0.83 percent. Even oil
prices, which have helped boost the stock market in
recent days, touching a 3-1/2-year high, did not
offer succor on the day.

Among stocks, Agilent Technologies dropped
7.0 percent after posting a disappointing quarterly
forecast late on Monday. Ford dipped 0.9 percent
after Piper Jaffray cut its rating to “neutral” on the
automaker’s shares. Symantec rose 3.0 percent
after the anti-virus maker’s bullish 2020 forecast
eased concerns over the impact of an internal
accounting probe. 

European stocks snapped early losses, with the
benchmark Stoxx 600 rising 0.2 percent and
helped by oil stocks , that rose by nearly a percent.
The UK’s FTSE 100 and Italy’s FTSE MIB, both of

which have high weightings to energy stocks, rose
by 0.4 percent. MSCI’s broadest index of Asia-
Pacific shares outside Japan fell 1.2 percent, after
China reported weaker-than-expected investment
and retail sales in April and a drop in home sales,
clouding its economic outlook even as policymak-
ers try to navigate debt risks and defuse a heated
trade row with the United States.

Mixed messages in US-China trade talks also
weighed on sentiment for global investors.

Oil breakout
Oil prices hit a 3-1/2-year high yesterday, sup-

ported by tight supply and planned US sanctions
against Iran that are likely to restrict crude oil
exports from one of the biggest producers in the
Middle East. Brent crude futures, the international
benchmark for oil prices, rose to as much as $79.22
per barrel, its highest level since November 2014.

“Oil prices are touching fresh multi-year highs as
robust demand prospects coupled with a tense
geopolitical backdrop make for a potent bullish cock-
tail,” said Stephen Brennock, analyst at — Reuters
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Spike in US gasoline prices 
curbs retail sales in April

WASHINGTON: US retail sales increased mod-
erately in April as rising gasoline prices cut into
discretionary spending, but consumer spending
appeared on track to accelerate after slowing
sharply in the first quarter.

The Commerce Department said yesterday
that retail sales rose 0.3 percent last month after
surging 0.8 percent in March. Last month’s
increase in retail sales was in line with econo-
mists’ expectations. Retail sales in April increased
4.7 percent from a year ago. Excluding automo-
biles, gasoline, building materials and food serv-
ices, retail sales rose 0.4 percent last month after
increasing 0.5 percent increase in March. These
so-called core retail sales correspond most
closely with the consumer spending component
of gross domestic product.

The US dollar rose to a fresh five-day high
against a basket of currencies after the data.
Yields on US Treasuries were trading higher and
US stock index futures were trading lower.

Consumer spending braked sharply in the
first quarter, growing at its slowest pace in near-

ly five years, amid delays in processing tax
refunds. Economists also say clean-up efforts in
the wake of back-to-back hurricanes in late
2017 had pulled forward spending into the
fourth quarter.

Higher gasoline prices
While consumer spending is picking up, the

rise could be limited by gasoline prices, which
have risen about 31 cents per gallon this year.
The gasoline price rise, if sustained, could blunt
the impact of lower income taxes on consumer
spending. Gasoline prices are near $3.00 per
gallon, according to data from the US Energy
Information Administration. With crude oil
prices rising after President Donald Trump’s
decision last week to pull the United States out
of an international nuclear deal with Iran and
vow to put tough sanctions on Tehran, gasoline
prices are likely to remain elevated.

Consumer spending, which accounts for
more than two-thirds of US economic activity,
grew at a pedestrian 1.1 percent annualized rate

in the first quarter. The economy expanded at a
2.3 percent pace in the January-March period.

In April, auto sales edged up 0.1 percent
after accelerating 2.1 percent in March. Receipts
at service stations jumped 0.8 percent, reflect-
ing higher gasoline prices, following a 0.3 per-
cent gain in March.

Sales at restaurants and bars fell 0.3 percent,
the largest drop since February 2017. Americans
also cut back on spending on hobbies. Receipts
at sporting goods and hobby stores dipped 0.1
percent last month, matching March’s drop.
Consumers also pulled back spending on per-
sonal grooming, with sales at health and person-
al care stores falling 0.4 percent last month.

But sales at furniture stores rose 0.8 percent
after surging 1.4 percent in March. Receipts at
building material stores rose 0.4 percent last
month. Sales at clothing stores shot up 1.4 per-
cent, the biggest increase since March 2017,
while sales at online retailers increased 0.6 per-
cent. Receipts at electronics and appliance
stores slipped 0.1 percent. — Reuters

BURBANK: In this file photo, consumers shop Black Friday sales at the Best Buy
store in Burbank, California. — AFP

Turkey’s lira 
slides after 
Erdogan speech
ISTANBUL: Turkey’s lira slid to a record low
and bond yields briefly touched their highest
in at least eight years yesterday, after
President Tayyip Erdogan said he plans to
take greater control of the economy after
elections next month. Erdogan’s comments, in
an interview with Bloomberg Television in
London, reinforced long-standing concerns
about the president’s drive to shape monetary
policy and blunt the central bank’s ability to
rein in double-digit inflation.

He said the central bank was independent
but would not be able to ignore signals from
the head of the executive once the switch to a
presidential system was complete following
the June vote.

“I will take the responsibility as the indis-
putable head of the executive in respect of the
steps to be taken and decisions on these
issues,” he said in the interview broadcast yes-
terday. Turkey has called snap presidential and
parliamentary elections for June 24 and polls
show Erdogan as the strongest candidate to
win the presidential vote. Turks narrowly
backed a switch to an executive presidency in
a referendum last year.  That change is due to
go into effect after the vote. His comments
helped pushed the ailing lira to a fresh record
low of 4.43 against the dollar, bringing its loss-
es this year to 14 percent. Yields on 10-year
government bonds briefly touched their high-
est since at least January 2010. 

President responsible 
A self-described “enemy of interest rates”,

Erdogan wants to see lower interest rates to
fuel credit growth, particularly to the con-
struction industry. “We are a bit concerned,”
said Dietmar Hornung, an associate managing
director and head of European Sovereigns at

ratings agency Moody’s, at a conference in
London. “Clearly some of the macro trends
that we are seeing are headwinds for Turkey,
rising interest rates, dollar strength, commodi-
ty prices going up, it’s all credit negative,”
Hornung said.

Erdogan said that citizens would ultimately
hold the president responsible for any prob-
lems generated by monetary policy. “They will
hold the president accountable. Since they
will ask the president about it, we have to give
off the image of a president who is effective in
monetary policies,” he said. “This may make
some uncomfortable. But we have to do it.
Because it’s those who rule the state who are
accountable to the citizens,” he added.

He also said that Halkbank executive
Mehmet Hakan Atilla, who was found guilty
by a US court of helping Iran evade US sanc-
tions, was innocent and Turkey wanted his
acquittal. “If Hakan Atilla is going to be
declared a criminal, that would be almost
equivalent to declaring the Turkish Republic a
criminal,” he said. — Reuters 

Consumer spending on track to pick up momentum in Q1

PARIS: A file photo taken shows a logo of the Euronext Stock Exchange building at
Paris’ financial district of La Defense. Euronext finished the first quarter of 2018 with
126.6 million euros in revenue. — AFP

German growth’s 
weak 2018 start 
‘no more than 
a black eye’
FRANKFURT: Most analysts saw a weaker
early-2018 growth reading yesterday for the
German economy as a temporary blip rather
than a warning sign, suggesting a rebound
could be on the way in coming months. “All in
all, the German economy got away with no
more than a black eye,” ING Diba bank ana-
lyst Carsten Brzeski said.

But investors did not share the confident
outlook, with the ZEW institute’s monthly
barometer of financial players’ mood stuck at
its worst level since 2012 over fears of trade
upsets between the US, China and Europe and
higher oil prices. The German economy
expanded by 0.3 percent quarter-on-quarter
between January and March, adjusting for

price, seasonal and calendar effects, federal
statistics authority Destatis said. That was half
the pace of the previous three months, and
analysts surveyed by data company Factset
had predicted growth of 0.4 percent.

Destatis noted that the 15th consecutive
quarter of growth made the present economic
upswing “the longest since 1991”. The statisti-
cians highlighted “positive impulses” at home,
as firms stepped up investments and house-
holds slightly increased consumer spending.

But government spending fell for the first
time in almost five years, weighing on growth,
while both imports and exports fell back over
the quarter. “The German economy is current-
ly suffering from the strong euro, which has
appreciated by nine percent in the past twelve
months,” Commerzbank analyst Joerg Kraemer
commented. “Based on past experience, we
expect the dip in growth to continue until the
turn of the year.” Germany’s slower first-quar-
ter growth was matched by a slip in eurozone-
wide expansion, from 0.7 percent at the end of
last year to 0.4 percent as 2018 got under way.

After a sparkling 2017, political upsets and
hard economic data have played into the
gloomier outlook for Germany. Less confident

observers point to a weak rebound in indus-
trial production in March after metalworkers’
February strikes for better conditions and
higher pay as evidence of a wider slowdown.

Others argue that the softer start to 2018
was inevitable as Germany suffered through a
cold winter and a flu outbreak, while working
days were lost to strike actions and the early
Easter holiday. In foreign trade, the euro’s
strength against the dollar could sap foreign
demand for German and other single currency
countries’ exports.

And US President Donald Trump’s calling
into question of the global trade order, threat-
ening both China and the European Union,
risks dealing a painful blow to the world econ-
omy as a whole-a particular risk for export
champion Germany.

Surveys of business, investor and consumer
confidence “have weakened lately, suggesting
that underlying activity is not as strong as it
was last year,” Capital Economics analyst
Jennifer McKeown pointed out. That point
was reinforced later yesterday, when the ZEW
institute’s monthly investor confidence reading
showed financial players’ mood stuck at its
lowest level since November 2012. — AFP


