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LONDON: A more dovish tone from Fed Chair-
man Jerome Powell helped to revive risk appetite
yesterday, driving world stocks to their highest in
more than two weeks, as European equities joined
a global rally and core bond yields fell. European
stocks rallied, with the leading euro zone index up
0.8 percent, and tech, mining and autos sectors -
the worst hit by recent losses - scoring the
biggest gains.

Yields on German bonds fell, tracking a decline
in US Treasury yields, after Powell said on
Wednesday that US interest rates were “just
below” neutral, less than
two months after saying
rates were probably “a
long way” from that point.
“Given the volatility
you’ve seen recently, it’s
probably quite reason-
able to expect a little bit
of a bounce. That being
said, given the headwinds
out there I can’t see it
being sustained,” said Gary Waite, portfolio man-
ager at Walker Crips in London.

Powell’s comments triggered a rally in US
stocks and pushed the US Treasury 10-year bond
yield as low as 3.01 percent yesterday, its lowest
level since mid-September and down from this
month’s high of 3.25 percent. The yield on two-
year Treasury bonds fell for the third straight ses-
sion. The dollar, which has outperformed bonds
and the S&P 500 this year thanks to rising yields

and trade tariffs, fell back on Powell’s comments.
The dollar index inched down to 96.731 following
an overnight loss of 0.6 percent.

In Europe, Italy’s government bond yields also
dipped ahead of an auction of five- and 10-year
bonds. Demand is expected to much stronger than
at last week’s BTP Italia deal targeting retail in-
vestors. Italy’s five-year bond yield dipped 4 bps
to 2.36 percent and the closely-watched spread
over Germany was at 294 bps. Italian debt has ral-
lied this week as the government said it was ready
to compromise with the European Union on its

budget deficit target.
European stock gains

came on the heels of a
broadly positive session in
Asia. MSCI’s broadest
index of Asia-Pacific
shares outside Japan rose
0.6 percent, although the
Shanghai Composite
Index slipped 1 percent.
Gains were tempered by

investor jitters before trade talks between US
President Donald Trump and Chinese President Xi
Jinping on Saturday, during the G20 summit in Ar-
gentina. Analysts saw a chance of a knee-jerk rally
in markets on any signs of progress, though sub-
stantive concessions would be needed for a more
sustained recovery.

“Trade detente at the G20 is unlikely but it’s
not priced.  Even with EM recouping relative
performance since early October, a pretty severe

trade downturn still looks priced in,” said Citi an-
alysts. Key to markets will be whether Xi can
persuade Trump to postpone a sharp tariff hike
on Chinese goods due to take effect Jan 1. In
currencies, the euro edged 0.04 percent higher
at $1.1370 after advancing 0.7 percent the pre-
vious day.

Sterling lost 0.4 percent to $1.2771 against the
dollar after Bank of England Governor Mark Car-
ney warned a disorderly Brexit could trigger a
worse economic downturn for the UK than the fi-
nancial crisis. In commodities, oil prices regained

some ground from losses in the previous session,
but an increase in US crude inventories and un-
certainty in the run to an OPEC meeting next week
kept markets under pressure.

US crude futures were up 0.3 percent at
$50.41 per barrel after sliding 2.5 percent the pre-
vious day. Brent crude LCO; rose 0.2 percent to
$59.69 per barrel. It has slumped 21 percent this
month, during which it fell to a 13-month trough of
$58.41. Emerging market stocks hit a three-week
high, with the index up 0.7 percent as investors
bought back into risky assets.—Reuters
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Rio backs $2.6 bln 
iron ore mine in 
West Australia 
MELBOURNE: Global miner Rio Tinto yes-
terday formally pledged to plough billions of
dollars into a futuristic iron ore mine in the
red dirt of Western Australia, upping ex-
pected costs by nearly a fifth while lifting its
projected output. Approval for the $2.6 bil-
lion facility at Koodaideri, in the resource-
rich Pilbara area, marks the biggest
investment commitment by the world’s No. 2
iron ore miner since 2016, when it signed off
on a $5.3 billion underground expansion of
the Oyu Tolgoi copper mine in Mongolia.

Rio has previously called Koodaideri, 110
kilometers from the nearest township, its first
“intelligent” mine. It will use systems that
connect driverless trucks, trains and drills for
the first time, using data analytics to optimize
production, improve safety and cut down-
time, using just a fraction of its Pilbara work-
force. “It will be our most advanced mine,”
Chris Salisbury, Rio Tinto Iron Ore’s chief
executive told reporters on a conference call.

“There is no infrastructure at Koodaideri
whatsoever, so that means we’re having to
put in power, water, access roads, a camp, a
product stockyard, 166 kilometers of rail.”

The mine is expected to underpin Rio’s
production of its flagship Pilbara Blend iron
ore, sustaining its current output of more
than 330 million tons a year which it draws
from 16 mines in the region. Koodaideri will
employ 600 permanent workers, the miner
said. It has 12,000-strong work force in the
iron-rich Pilbara, where rivals BHP Group
and Fortescue Metals Group are also dig-
ging new mines. “It’s going to be something
out of ‘Blade Runner’,” independent Aus-
tralian mining analyst Peter Strachan told
Reuters on the phone, referring to the 1982
cult sci-fi film.

Strachan said it was difficult to quantify
exactly how automation would shape the
workforce, and the company declined to
provide further details, but added the mine
will likely require fewer unskilled workers.
“Instead of a guy with a shovel, now
you’ve got a guy with an iPad,” Strachan
said. “The cost of labor in the Pilbara com-
pared to other parts of the world is dra-
matically higher and so companies have
really been looking at any ways to do
things automatically.” —Reuters

IMF to approve 
Ukraine loan 
after Dec 10
WASHINGTON: The International Monetary
Fund board will meet to approve a new loan deal
for Ukraine “promptly” after December 10, once
the country implements key policy steps includ-
ing raising gas and heating rates, IMF chief
Christine Lagarde said Wednesday. Lagarde is-
sued a statement following a telephone call with
Ukraine President Petro Poroshenko, who earlier
in the day imposed martial law for 30 days amid
the escalating conflict with Russia.

The brief IMF statement made no mention
of the conflict, which flared after Russia seized
three Ukrainian ships on Sunday off the coast
of Crimea. “We reaffirmed the positive and co-
operative relationship between Ukraine and
the IMF,” Lagarde said following the call. The
IMF last month reached an agreement with
Kiev on economic policies that would unlock a
new loan deal that will provide nearly $4 billion
over 14 months.

“All prior actions are expected to be com-
pleted by the Ukrainian authorities by Decem-
ber 10, 2018, and a meeting of the executive
board to discuss the stand-by arrangement
would be convened promptly after that,” La-

garde said. A key step was approval of the 2019
budget last week with a deficit of about 2.3 per-
cent of GDP. A gas price hike is a sensitive issue
for the cash-strapped country as its pro-West-
ern leadership faces presidential and parlia-
mentary elections in 2019.

But the IMF has stressed the need for con-
tinuing to protect low-income households.
Ukraine has not received any money from the
IMF since April 2017, when the fund released
$1 billion for the cash-strapped country to
repay loans.  It had received less than $9 billion
of the original $17.5 billion package.—AFP

TOKYO: In this file photo International Monetary Fund (IMF)
managing director Christine Lagarde speaks during a press
conference in Tokyo. —AFP


