
Argentine peso 
recovering after 
record low 
against dollar
BUENOS AIRES: Argentina’s peso was
recovering on Friday after President Mauricio
Macri’s bid to secure accelerated IMF fund-
ing sparked two days of crashes that sent it
to a record low against the dollar. The peso
recovered almost five percent on Friday to
end the day at 37.98 to the dollar, as the
Central Bank sold $250 million of its reserves
to put the brakes on the peso’s plummet.

It had lost 20 percent of its value over the
previous two days. The peso was trading at
almost 40 to the dollar at the end of Thursday
after the Central Bank hiked interest rates to
60 percent-the highest in the world-in a des-
perate bid to stabilize a currency in freefall
since Macri revealed the day before he had
asked the International Monetary Fund to
advance the remainder of an agreed $50 bil-
lion loan.

An initial $15 billion tranche was released
by the IMF when the three-year stand-by
loan was agreed in June, with another $3 bil-
lion due next month.

Part of that first installment was meant to
help shore up the peso, but that backfired
after Macri’s announcement as the crisis in
investor confidence deepened.

“It is now unclear if that will be enough to
stabilize the government’s finances amid per-
sistent reserve drain,” said Europe-based
Deutsche Bank analyst Jim Reid. Argentina’s
currency has lost more than 50 percent of its
value against the dollar since the start of
2018, when the rate was 18 to one.

Inflation over the last 12 months is at
around 30 percent.

“It’s a worrying situation, our salaries have

lost 15 percent of their value,” said 46-year-
old bank employee, Monica Vaccaro.

Finance Minister Nicolas Dujovne is head-
ing to Washington next week to “continue to
progress” talks with the IMF on “additional
disbursements in 2019.”

IMF talks
The IMF released a statement saying its

“goal is to rapidly conclude these talks and
submit the revised economic plan to the
Executive Board.” Chief spokesman Gerry
Rice said the IMF was “confident that the
strong commitment and determination of the
Argentine authorities will help the country
overcome the current difficulties.”

Argentina isn’t out of the water yet,
according to independent researchers Capital
Economics, who released a report warning
that “investor confidence is fragile.”

And it said that if the “government fails to
deliver a convincing austerity plan on

Monday” that would be a “trigger for further
falls in the peso.” Macri’s request had seen the
peso lose almost 7.0 percent on Wednesday
and when it opened on Thursday down anoth-
er 4.0 percent, the Central Bank decided to
intervene, pledging to keep interest rates at 60
percent until December at least. But that
measure didn’t stop the fall as the peso ended
the day down 13.5 percent.

On Friday, the S&P ratings agency placed
Argentina’s short- and long-term credit rat-
ings under review for a possible downgrade.
Although it praised Macri’s efforts to “stabi-
lize the economy through difficult austerity
measures,” it said that “recent pressure on
the Argentine currency could jeopardize the
effective implementation of economic adjust-
ment measures.” Cabinet Chief Marcos Pena
had tried to downplay the crash, saying: “We
are not facing economic failure. “This is a
transformation, not failure. In that transforma-
tion there are difficult moments.” —AFP

MUMBAI: India’s economy grew at a stunning 8.2
percent in the first quarter of the 2018-19 financial
year, official data showed Friday, as it charts a
course to overtake Britain as the world’s fifth-
largest economy.

Central Statistics Office figures showed GDP
growth for April to June in Asia’s third-biggest econo-
my improved from 7.7 percent in the previous quarter.

The latest figures, which mark India’s highest
growth rate in eight quarters, shot up from 5.6 percent
for the same period last year and reinforces the
nation’s status as one of the world’s fastest growing
economies. “The Q1 figures were higher than we
expected. Exports, infrastructure and industry activity
have picked up pace,” Sujan Hajra, chief economist at
Anand Rathi Securities, told AFP.

India became the globe’s sixth-biggest economy in
2017, pushing France into seventh place, according to
figures released by the World Bank last month.

India’s gross domestic product (GDP) was $2.597
trillion at the end of 2017, against $2.582 trillion for
France, it said. The United States is the world’s top
economy, followed by China, Japan and Germany.

Britain is currently the world’s fifth-biggest econo-
my with a GDP of $2.622 trillion last year. “Next year
we are likely to overtake Britain,” Indian Finance
Minister Arun Jaitley said Thursday. He predicted that

the Asian giant, with its population of 1.25 billion peo-
ple, would become one of the world’s top three
economies around 2030. India’s GDP expansion is
back on track after a rocky start to economic reforms
implemented by Prime Minister Narendra Modi.
Quarterly growth fell as low as 5.6 percent in mid-
2017 as the economy reeled from a shock cash ban
that scrapped 86 percent of currency notes.

Business and customers were also wary of a new
nationwide goods and services tax, introduced last
year, which replaced a myriad of state and national
taxes.

The International Monetary Fund has forecast GDP
growth for the current fiscal year at 7.3 percent, rising
to 7.5 percent the following year. This compares to the
world’s expected average growth of 3.9 percent. India
is a massive importer of oil, however, and analysts say
high crude prices and a tumbling rupee threaten to
derail growth.

The Indian currency breached 71 against the dollar
for the first time ever Friday. It started the year at
63.67. The slump is widening India’s current account
deficit, a measure of when the value of imports exceeds
that of exports, threatening the country’s balance of
payments. Friday’s 8.2 percent figure was above the
median estimate of a survey of economists by
Bloomberg, which had predicted of 7.6 percent. — AFP
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India’s economic growth surges 
to 8.2% despite currency woes

Kenya imposes 
16% VAT on 
petroleum 
products
NAIROBI: Kenyans will pay a 16
percent value added tax on all
petroleum products, the revenue
authority said, a move that defies a
parliamentary vote to delay the tax
for two years.

Kenyan lawmakers on Thursday
voted to delay the tax, which had
already been postponed several
times, citing the high cost of living.
That was seen as a blow to govern-
ment efforts to raise revenues
through higher taxes. But the rev-
enue authority said in a statement
that it was proceeding based on pre-
viously approved budget bills.

“Kenya Revenue Authority
informs the general public, oil mar-
keters, resellers and retailers that
VAT will be charged on all petrole-
um products at a rate of 16 percent
on all transactions with effect from

Sept. 1, 2018,” it said. To become law,
the bill on delaying the tax that was
passed in parliament sti l l  needs
approval by President Uhuru
Kenyatta. Analysts had said on
Thursday that Kenya’s fiscal deficit
was likely to be higher than project-
ed after parliament rejected most of
the tax measures proposed by the
government for the 2018 budget.

Kenya’s legislature also rejected a
“Robin Hood” tax of 0.05 percent
on bank transfers of over 500,000
shillings ($5,000) and an employee
contribution scheme towards the
national housing development fund.
The rejected tax hikes were
designed to fund a range of govern-
ment development goals including
universal healthcare and affordable
housing.

KRA said it had advised
importers, depots, distributors and
retailers, including roadside fuel sta-
tions, to charge, account and submit
returns on a monthly basis.

“KRA has instituted measures to
support oil industry players in com-
plying with the law. We have also
engaged the Energy Regulatory
Commission in order to ensure coor-
dinated action by relevant govern-
ment agencies,” it said. — Reuters

India on course to overtake Britain as world’s fifth-largest economy

GUWAHATI: Indian fishermen load their boat with fish to sell at a market at the banks of the Brahmaputra River
at Ujanbazar Ghat in Guwahati. — AFP

BUENOS AIRS: Currency exchange values are displayed in the buy-sell board of a bureau de
exchange in Buenos Aires, on Friday. -— FP

Bruised bankers 
seek consolation 
prizes after shelved
Aramco IPO
DUBAI/LONDON: Investment banks which
lost out on big payouts for the work on the
shelved listing of oil giant Aramco are lining
up for a raft of other projects as Saudi Arabia
pursues reforms.

Banks including JPMorgan and Morgan
Stanley worked for months to prepare what
would have been the biggest ever stock mar-
ket debut. But the plan to sell 5 percent of the
company for a targeted $100 billion was
pulled. The bankers were paid retainer fees
but were expecting around $200 million
would be shared among all the banks involved
when the deal was done.

Now, they are pinning their hopes on other
projects from a privatization program that is
part of Riyadh’s economic reform plan to
loosen its reliance on oil. Without the funds
from the Aramco sale, the government is look-
ing to raise money in other ways, creating
new opportunities for the banks, bankers say.
Teams from JP Morgan and Morgan Stanley
that worked on the IPO, have been shifted to
advise on Aramco’ planned acquisition of up
to $70 billion in petrochemicals firm Saudi
Basic Industries (SABIC), three people famil-

iar with the details of the transaction told
Reuters. HSBC, which was also an adviser on
the Aramco IPO, is expected to play a role in
putting together the debt to fund that pur-
chase, they said. One of the sources said the
issue could exceed the 2016 sovereign bond
issue of $17.5 billion, which was a record for
the kingdom. Aramco said earlier this month it
was in “very early-stage discussions” with the
kingdom’s Public Investment Fund (PIF) to
acquire the stake in SABIC but has not said
how it will finance the deal.

Spokespeople for JP Morgan, Morgan
Stanley and HSBC declined to comment on
their role in the Sabic deal. None of those
banks have confirmed they were involved in
the Aramco IPO. Other deals are expected to
be forthcoming.

“The PIF (sovereign wealth fund) has had
to reconsider its budget in the last three
months, after finding out that they wouldn’t be
getting $100 billion from the Aramco IPO
right away,” said a banker in Saudi Arabia. “So
there’s been a flurry of activity as they look to
raise cash in other ways. A lot of these are
smaller deals, $1 billion here and there, but all
geared toward financing their commitments
for big infrastructure projects without slowing
down their timelines.”

The banker did not give details of the oth-
er deals. PIF officials did not respond to a
Reuters request for comment. After Reuters
reported last week that the Aramco deal had
been shelved, Energy Minister Khalid al-
Falih said the government was committed to
conducting the IPO at an unspecified date in
the future.

Bankers wary 
The bankers are nevertheless wary after

the Aramco experience. It highlighted the
hurdles of doing business in a country gov-
erned by an absolute monarchy where public
protest and political parties are banned. It
also added to uncertainty after scores of top
royals, ministers and businessmen were
rounded up in an anti-corruption campaign
last November.

The preparation for the listing was
launched by Crown Prince Mohammed bin
Salman two years ago and some bankers had
flown to the kingdom hundreds of times to
work in the Dhahran camp, a gated compound
for the oil group’s residents.

A different source said Aramco had
demanded it deal only with the very top
bankers. Another person familiar with the
Aramco deal said he had made more than 20
trips to Dhahran over 18 months but with little
to show for it. He said his team would “give
the same presentation each time without get-
ting much feedback.”

Bankers also say the fees are modest in
comparison to those paid by other countries.
“The deal flow is huge but there’s a worry that
the fees coming from these projects are low,”
said a Gulf-based banker who spoke on condi-
tions of anonymity. “Saudi Arabia is lower than
Hong Kong and Dubai when it comes to fees,”
he said. “It’s all substandard.” 

Typical fees for banks doing IPOs in
more developed markets are around 1 per-
cent of the overall deal while estimates from
bankers and analysts for an Aramco IPO
was 0.2 percent. — Reuters

China Party
journal warns of
trade war’s
impact on 
financial stability
SHANGHAI: A Chinese Communist
Party journal said yesterday that the
country may experience near-term pain
from trade friction with the United
States, including a negative impact on
financial stability, but China’s stable
growth trend would not change.

A commentary in the ideological
journal Qiushi, or Seeking Truth,
warned that trade and economic fric-
tion between Washington and Beijing
could undermine “China’s economic
growth, financial stability, trade and
investment, employment and people’s
livelihoods,” particularly in industries
exposed to tariff action by the United
States. “But at the same time, we must
see that the fundamentals of China’s
economic development have not
changed. In particular, China’s econom-
ic structure has been significantly
improved in recent years, which has
effectively improved its ability to with-
stand external shocks.”

The United States had “provoked”
these frictions, but China would accel-
erate research and development of core
technologies, optimize its industrial
structure, promote market diversifica-
tion, and strengthen support provided
by domestic demand to “turn bad into
good,” the commentary said.

It said that China’s macroeconomic

management had “sufficient policy
space” to counter negative impacts,
with fiscal policies potentially playing a
“greater role in expanding domestic
demand and restructuring”. “Unblocking
the transmission mechanism of mone-
tary policy and guiding funds to invest
in the real economy, particularly small
and micro-enterprises, can alleviate the
problem of difficult or expensive financ-
ing and strengthen the ability of the
financial industry and the real economy
to withstand risks,” it said.

“A just cause finds much support, an
unjust one finds little,” the commentary
said, quoting the Chinese philosopher
Mencius. “Over time, Sino-US econom-
ic and trade frictions will surely contin-
ue to develop in a direction favorable to
China.” In a separate Qiushi commen-
tary yesterday, Chinese Commerce
Minister Zhong Shan called for “proac-
tively expanding imports to promote
balanced trade”.

China must “strengthen the protec-
tion of intellectual property rights, pro-
tect the legitimate rights and interests
of foreign investors, and create a good
business environment for investing in
China,” Zhong wrote. China will “great-
ly relax market access” and “steadily
expand the opening of the financial
industry, continue to promote the
opening of the service industry and
deepen the opening up of the agricul-
tural, mining and manufacturing sec-
tors,” he said.

China has made moves to ease for-
eign investment curbs amid Beijing’s
trade dispute with the United States.
But an official said earlier this year that
China’s opening of its financial sector to
foreign banks and financial institutions
would be based on the principal of reci-
procity, and would not reward protec-
tionism by other countries. — Reuters


