
Surging dollar
hits few
emerging 
economies
NEW YORK: The strengthening of the dollar
amid Federal Reserve interest rate hikes has
sharpened pressure on some emerging
economies as investors steer funds to the
United States. Funds dedicated to emerging
economy equity and debt saw withdrawals
of $569 million and $253 million during the
week of May 23, according to data firm
EPFR Global.

That is on top of the $1.6 billion and $2.1
billion taken from the same funds during the
week ending May 9. “The primary explanation
for these capital outflows comes from the ris-
ing dollar,” said Eric Viloria, a strategist at
Wells Fargo. Higher US interest rates have
prompted investors to rethink investments in
smaller economies.

“You do not feel the urge to invest in
emerging markets when investing in much
lower-risk US assets offers you higher
returns,” said Chris Low, chief economist at
FTN Financial. The trend marks a shift from
the period after the financial crisis when low
interest rates in the US gave incentive to
investors to seek higher yield overseas, espe-
cially in emerging economies.

Argentina, Turkey suffer 
The yield on the 10-year US Treasury is

back up at around three percent after hitting
an all-time low in July 2016 of 1.3 percent.
The biggest losers from the current dynamic
have been Argentina and Turkey, according
to the Institute of International Finance.
Those two countries have lost 22 and 19 per-

cent of the value of their currencies since the
start of April. These countries have respond-
ed by sharply increasing interest rates, a
move not without risk to their own
economies.  Argentina’s Central Bank lifted
the rate of a key lending rate to 40 percent
as it has sought loans from the International
Monetary Fund. Turkey’s Central Bank last
Wednesday boosted its lending rate from
13.5 percent to 16.5 percent despite a push
from President Recep Tayyip Erdogan, who

has sought low rates to boost growth. The
sharp fall in the currencies’ value has come
as Turkey heads to June 24 presidential and
parliamentary elections where Erdogan is
seeking a new mandate and a thumping par-
liamentary majority. 

“Turkey is burdened by a large current
account deficit, foreign currency denominated
debt more than three times larger than its for-
eign exchange reserves, and double-digit
inflation,” said Low of FTN Financial. — AFP

LONDON: Hopes that Italy might avoid a
potentially damaging general election lifted
European markets yesterday, bringing
Italian bond yields off multi-year highs and
dampening some of the recent buying inter-
est for German and US government bonds.
The backdrop for world markets remained
sombre, however, as the United States
revived trade war fears with an announce-
ment that it would press ahead with tariffs
and restrictions on Chinese investments,
and Beijing threatened to retaliate.

The prospect of acrimony between the
world’s biggest two economies added to
fears for the global economy, already feel-
ing the hit from the risk of an Italy-driven
crisis in the euro zone. However, equity
futures signaled Wall Street indexes would
open around half a percent higher, after the
previous day’s harsh session and losses
across Asia earlier yesterday, where a key
equity index shed more than 1 percent.

World stocks slipped 0.2 percent, head-
ing for their sixth day in the red, but
European shares made tentative gains after
falling almost 4 percent in the past five days.
The recovery was partly driven by news that
Italy’s two anti-establishment parties were
again renewing efforts to form a govern-
ment, rather than force the country back to
the polls for the second time this year. 

Another positive was a smooth auction
of Italian debt that raised 5.57 billion euros,
easing concerns about Rome’s ability to
finance itself. “(The auction) clearly indi-

cates that investors still have faith in the
Italian economy, if not the government,”
said Seema Shah, global investment strate-
gist at Principal Global Investors. But she
warned that political uncertainty would
remain elevated. 

Japan’s biggest private life insurance
firm, Nippon Life, which holds some 4.8
trillion yen ($44 billion) worth of euro zone

bonds, said it had no plans for now to buy
or sell its Italian debt holdings. Milan-listed
equities snapped a five-day losing streak
and bounced almost 2 percent while short-
dated Italian bond yields - a sensitive
gauge of political risk - fell more than half a
percent from half-decade highs.

They had suffered their worst day in
nearly 26 years on Tuesday. Ten-year
Italian yields slipped 18 bps. 

The risk for investors is that eurosceptic
political parties are further boosted, with any
election viewed as a de facto referendum on
Italy’s euro membership.  The events have
evoked memories of the 2011-2012 euro debt
crisis, with potentially huge implications for

the single currency. The risks had sent
investors scurrying for safer German and US
government bonds as well as currencies such
as the yen and Swiss franc, at the expense of
the euro. That safe-haven trend receded yes-
terday, with the euro bouncing almost one
percent versus the dollar and recouping all
its Tuesday losses, which had taken it down
to 10-month lows . It also rose between 0.7
percent and one percent against the Swiss
franc and yen respectively. 

“The political problems in Italy heighten
the risk of a systematic problem within the
euro zone and within the euro zone finan-
cial system, but that is still a risk rather than
a probability,” said Laith Khalaf, senior
analyst at Hargreaves Lansdown. The
improved mood encouraged investors to
sell US and German bonds, reversing some
of the 15-20 bps yield rises seen on
Tuesday. US 10-year yields jumped more
than 10 basis points to 2.87 percent while
their German counterparts were up 8.5
basis points.  

Most investors remain cautious though,
with Goldman Sachs cutting its forecast for
the euro’s exchange rate against the dollar
due to Italian political developments. It said
it now expected the euro to trade at $1.25
in 12 months’ time versus its previous $1.30
prediction. With brewing trade conflicts,
world growth is another concern. The
Organisation for Economic Cooperation
and Development warned in its latest report
that a trade war was threatening the growth

outlook. That is likely to weigh especially
hard on the developing world - emerging
equities were down more than one percent
to 5-1/2 month lows while Shanghai shares
dropped 1.4 percent. Emerging markets are
also suffering from the dollar’s surge since

mid-April, with Indonesia raising interest
rates for the second time in two weeks to
support the rupiah currency. “Italian poli-
tics mask the underlying growing risks of a
US-China trade war,” ING Bank analysts
told clients. — Reuters 

Thursday, May 31, 2018

12
B u s i n e s s

Established 1961 

Dollarco Exchange Co. Ltd

Rate for Transfer Selling Rate
US Dollar 302.890
Canadian Dollar 233.265
Sterling Pound 403.525
Euro 352.390
Swiss Frank 303.275
Bahrain Dinar 805.495
UAE Dirhams 82.870
Qatari Riyals 84.105
Saudi Riyals 81.665
Jordanian Dinar 428.490
Egyptian Pound 16.957
Sri Lankan Rupees 1.919
Indian Rupees 4.485
Pakistani Rupees 2.617
Bangladesh Taka 3.625
Philippines Pesso 5.752
Cyprus pound 18.020
Japanese Yen 3.780
Syrian Pound 1.590
Nepalese Rupees 2.802
Malaysian Ringgit 76.815
Chinese Yuan Renminbi 47.545
Thai Bhat 10.420
Turkish Lira 67.425

Indian Rupee 0.003765 0.004492
Indonesian Rupiah 0.000017 0.000023
Japanese Yen 0.002701 0.002881
Korean Won 0.000270 0.000285
Malaysian Ringgit 0.072209 0.078209
Nepalese Rupee 0.002735 0.003075
Pakistan Rupee 0.002005 0.002775
Philippine Peso 0.005609 0.005909
Singapore Dollar 0.220162 0.230162
Sri Lankan Rupee 0.001558 0.002138
Taiwan 0.009963 0.010143
Thai Baht 0.009115 0.009665

Arab
Bahraini Dinar 0.797488 0.805988
Egyptian Pound 0.014313 0.020031
Iranian Riyal 0.000084 0.000085
Iraqi Dinar 0.000197 0.000257
Jordanian Dinar 0.423108 0.432108
Kuwaiti Dinar 1.000000 1.000000
Lebanese Pound 0.000150 0.000250
Moroccan Dirhams 0.021247 0.045247
Omani Riyal 0.781344 0.787024
Qatar Riyal 0.079005 0.083945
Saudi Riyal 0.079780 0.081080
Syrian Pound 0.001285 0.001505
Tunisian Dinar 0.113647 0.121647
Turkish Lira 0.061771 0.072071
UAE Dirhams 0.081139 0.082839
Yemeni Riyal 0.000986 0.001066

CURRENCY BUY SELL
Europe

British Pound 0.395075 0.408975
Czech Korune 0.005513 0.014813
Danish Krone 0.043055 0.048035
Euro 0. 343141 0.356841
Georgian Lari 0.121263 0.121263
Hungarian 0.001005 0.001195
Norwegian Krone 0.032608 0.037808
Romanian Leu 0.058542 0.075392
Russian ruble 0.004826 0.004826
Slovakia 0.009046 0.019046
Swedish Krona 0.029871 0.034871
Swiss Franc 0.298744 0.309744

Australasia
Australian Dollar 0.219185 0.231185
New Zealand Dollar 0.203455 0.215955

America
Canadian Dollar 0.227427 0.236427
US Dollars 0.299150 0.303550
US Dollars Mint 0.299650 0.303550

Asia
Bangladesh Taka 0.003001 0.003783
Chinese Yuan 0.045884 0.049384
Hong Kong Dollar 0.036565 0.039315

Italy leads Europe mini-bounce 
as election risk fades slightly

World stocks hit by trade war fears 

FRANKFURT/WASHINGTON: Bayer won US
approval for its planned takeover of Monsanto
after agreeing to sell about $9 billion in assets,
clearing a major hurdle for the $62.5 billion deal
that will create by far the largest seeds and
pesticides maker. Makan Delrahim, who heads
the US Justice Department’s (DoJ) Antitrust
Division, said the asset sales agreed to by
Bayer were the “largest ever divestiture ever
required by the United States.”

A Bayer spokesman said the planned sale of
businesses with 2.2 billion euros ($2.54 billion)
in sales to BASF already agreed to address
antitrust concerns, mainly in Europe, were not
materially different from the DoJ’s demands.
“Receipt of the DOJ’s approval brings us close
to our goal of creating a leading company in
agriculture,” Bayer CEO Werner Baumann said
in a statement. Shares in Bayer jumped to the
top of Germany’s DAX index in early
Wednesday trading and were trading up 2.8
percent at 101.6 euros by 0833 GMT.

Bernstein analysts said the DoJ approval
made it possible for Bayer to close the
Monsanto deal by the end of June. After
months of delays in a drawn-out review
process the ruling brings Bayer close to creat-
ing an agricultural supplies giant with sales of
about 20 billion euros, based on 2017 figures,
when taking into account the divestments.

Industry-leading seeds business
At current foreign exchange rates, that

compares to about 12.4 billion euros at
DowDuPont’s Corteva Agriscience unit, 11
billion euros at ChemChina’s Syngenta and
7.9 billion at BASF, including businesses to
be acquired. 

Bayer’s move to combine its crop chemi-
cals business, the world’s second-largest after
Syngenta AG, with Monsanto’s industry-lead-

ing seeds business, is the latest in a series of
major agrochemicals tie-ups.

US chemicals giants Dow Chemical and
DuPont merged in September 2017 and are
now in the process of splitting into three units.
In other consolidation in the sector, China’s
state-owned ChemChina purchased Syngenta
and two huge Canadian fertilizer producers
merged to form a new company, now called
Nutrien. Bayer committed to selling its entire
cotton, canola, soybean and vegetable seeds
businesses and digital farming business, as well
its Liberty herbicide, which competes with
Monsanto’s Roundup.

Under agreements with European and other
antitrust enforcers, Bayer agreed to sell assets
with revenues of 2.2 billion euros ($2.6 billion),
to rival BASF for 7.6 billion euros. Bayer said in
a statement it expected Bayer and Monsanto to
begin the integration process as soon as the
sales to BASF are complete, which it said are
expected to take two months to complete.

If Bayer does not close the deal by June 14,
Monsanto could withdraw from the takeover
agreement and seek a higher price. It has already
secured the go-ahead from key jurisdictions,
including the European Union, Brazil and Russia.
Apart from the United States, it still needs clear-
ance in Canada and Mexico. In a separate state-
ment, Bayer said on Tuesday said the European
Commission had approved BASF as a suitable
buyer of the businesses to be divested.

German seed seller KWS Saat, which had
made an eleventh-hour bid for Bayer’s veg-
etable seed business, said yesterday it
accepted the Commission’s decision. Bayer
last week said synergies from folding
Monsanto into its organization would be
about $300 million below its previous target
because it will have to sell more businesses
than initially expected. — AFP 

Greece in strike 
standstill over 
bailout reforms
ATHENS: Thousands of people protested in
Greece yesterday as a nationwide 24-hour
strike against reforms linked to a third and
final bailout got under way. Some 7,500
people were demonstrating in Athens,
police said, as the strike disrupted flights
and urban transport and knocked out train
and ferry services with the busy tourist
season in full swing.

Flight controllers staged a three-hour
stoppage, causing scores of flights to be
rescheduled and several others to be can-
celled outright. Greece’s leftist government
is concluding the final audit of its third mul-
ti-million euro bailout package from fellow
eurozone states, under the supervision of
the International Monetary Fund.

A new bill containing the latest reforms
demanded by creditors-including the
breakup of Greece’s state-dominated ener-
gy sector-is to be approved by parliament
by June 14. Athens hopes that a scheduled
June 21 meeting of eurozone finance minis-
ters will also greenlight the measures.

Nearly 50 general strikes have been

held since the start of the Greek economic
crisis in 2010. Government promises to
speed up the sale of other state assets
have also sparked the ire of unions.
Yesterday, the state privatization agency
announced the sale of an additional five
percent in Balkans telecoms giant OTE to
Germany’s Deutsche Telekom, which
already controlled a 40-percent stake in
the company. The agreed price was just

over 284 million euros ($331 million), the
agency said. The country signed up to
three bailout packages-in 2010, 2012 and
2015 but its economic recovery remains
fragile. Greece intends to return to finan-
cial markets after its third bailout officially
ends on August 20. But political turmoil in
Italy is likely to increase borrowing rates,
especially if concerns about eurozone sta-
bility persist. — AFP 

BAHRAIN EXCHANGE COMPANY WLL

BRUSSELS: EU Commissioners Valdis Dombrovskis (L) and Jyrki Katainen
address a press conference on commission proposals to strengthen the finan-
cial union with the development of the so-called sovereign bond-backed secu-
rities, sustainable finance and giving smaller businesses easier access to
financing through capital markets at the European Commission. — AFP 

Investors
have faith in

Italian 
economy

ATHENS: Hotel employees drag customers’ luggage as central Athens is paralyzed
due to a demonstration as part of a 24-hour general strike against reforms linked
to a third and final bailout got under way. — AFP 

Bayer wins US nod 
for Monsanto deal to 
create agriculture giant


