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US-Mexico NAFTA deal brings relief to markets
KUWAIT: Global equities in August posted a positive
return of 0.6 percent as measured by the MSCI All
Country World Index. In the US, the Dow Jones and S&P
500 each closed in the green returning 2.2 percent and 3.0
percent, respectively. The S&P 500 in August recorded its
longest bull run ever, since bottoming out in March 2009
during the global financial crisis. 

Trade war talks continue to take center-stage although
some relief came to the market as the US and Mexico
came to an agreement with respect to revamping NAFTA.
The US and China are still unable to find common ground
with the US increasing tariffs on Chinese imports of $16
billion bringing the total to $50 billion. During the month,
the Federal Reserve left rates as is although the Fed Chair
did confirm during a month-end speech at Jackson Hole
that monetary policy would maintain its course of tighten-
ing, albeit a cautious one. Gross Domestic Product, on an
annualized and preliminary basis, came in at 4.2 percent
while the latest data for Initial Jobless Claims stands at
213,000. The Markit Manufacturing PMI came in at 54.7,
still above the 50 mark.

In Europe, markets were unable to maintain their posi-
tive run dropping 2.4 percent in August, as measured by
the Stoxx Europe 600. The German DAX Index posted a
loss of 3.5 percent reversing a majority of the gains from
the previous month while France’s CAC 40 Index dropped
2.0 percent. During the month, Greece marked a historic
day by becoming self-financing, as a nation, ending its
need for external financial assistance from European cred-
itors and the IMF. The European Central Bank remains on
track to tighten monetary policy. Consumer Confidence
within the Eurozone remains steady at -1.9 while the
Consumer Price Index dropped from 2.1 percent to 2.0
percent year on year preliminarily. The Markit
Manufacturing PMI came in at 54.6, indicating continued
growth. 

Brexit in focus
The UK’s FTSE 100 Index in August closed in the red

4.1 percent. The country remains focused on Brexit with
the March 2019 deadline approaching. Discussions with
the EU have somewhat stalled pushing the upcoming
October deadline, to finalize the divorce terms, to a later
date in November according to reports by Bloomberg.
During the month, the BOE increased rates from 0.5 per-
cent to 0.75 percent, the second time only since the finan-
cial crisis, citing both a strong labor market and credit
growth. Furthermore, the Gfk Consumer Confidence has
improved from -10 to -7 while the Markit Manufacturing
PMI is at 52.8 dropping a full point from the previous
month.

Japan’s Nikkei 225 continues to post positive returns
for the third month straight. In August, the index closed in
the green 1.4 percent. Although Japan signed a trade deal
with the EU, a trade war between itself and the US or the
US and China remains a major concern. Japan avoided an
official recession with economic data showing a rebound
for Q2 2018. The Gross Domestic Product annualized for
Q2, on a preliminary basis, was 1.9 percent while the
Nikkei Manufacturing PMI was constant at 52.5. In addi-
tion, annualized Housing Starts are up slightly in July com-
pared to June.

Emerging markets bearish
Emerging markets in August were unable to maintain a

positive run for a second month posting a loss of 2.9 per-
cent as measured by the MSCI Emerging Market Index.
China’s Shanghai Composite Index plunged 5.3 percent
while South Korea’s KOSPI 200 Index was able to climb
slightly posting a gain of 0.9 percent. Tensions rising from
potential trade wars, mainly between the US and China,
continue to put a strain on markets overall. Further weigh-
ing down on emerging markets affecting both equity mar-
kets and currencies is the turmoil in Turkey surrounding
the substantial drop in the value of the Turkish lira, the
sanctions by the US on Turkish political figures, and
geopolitical concerns. In terms of economic data, China’s
Caixin Manufacturing PMI remains just barely over 50 at

50.6 while South Korea’s Nikkei Markit Manufacturing
PMI increased to 49.9 from 48.3.

Oil gains
Brent Oil in August recovered some of the losses it sus-

tained in the previous month closing up 4.3 percent.
During the first half of August, Brent’s price was volatile
hitting a low mid-month on concerns around Turkey and
implementation of sanctions on Iran. The commodities per-
formance rebounded during the second half of the month.
Supporting the rally was US crude stockpiles coming in
significantly lower than what was expected. Unlike Brent,
Gold continues to lose value for the fifth month straight
dropping 1.9 percent in August. 

GCC equities ended the month in negative territory,

closing down 2.5 percent in August, as measured by the
S&P GCC Index. The GCC equity markets were negatively
impacted by the global sell-off amid growing trade ten-
sions despite higher oil prices supporting the markets.
During the month, markets closed for multiple days as the
region celebrated Eid Al-Adha Holdiay. The best perform-
ing index was Abu Dhabi’s ADX General Index up 2.6 per-
cent, followed by Oman up 1.9 percent and Qatar up 0.6
percent. The worst performing index was Saudi Arabia’s
Tadawul All Share Index down 4.2 percent followed by
Dubai down 3.9 percent, Bahrain down 1.5 percent and
Kuwait down 0.7 percent. MENA equities closed the
month down 2.3 percent, as measured by the S&P Pan
Arab Composite Index, while Egypt’s EGX 30 posted
gains of 2.8 percent.

LONDON: German trade figures later
this week will serve as a reminder to
global economy watchers, especially the
primary occupant of 1600 Pennsylvania
Avenue NW, Washington, DC, of the
chasm between countries that run huge
current account surpluses and deficits.

US president Donald Trump last week
renewed his attack on Germany and Europe
for, in his view, manipulating the euro lower
to boost exports and trade in their favour at
the expense of US companies.

“Almost as bad as China, just smaller,”
Trump told Bloomberg News.

In fact, when it comes to trade sur-
pluses vis-a-vis the United States and
more broadly, Germany is bigger than
China. If that US-German chasm is
allowed to go unchecked and stretch fur-
ther, the snapback could trigger a surge
in currency market volatility - currently
near historic lows - and maybe even pose
a threat to global financial stability.

Euro/dollar is the world’s most liquid
and important exchange rate, accounting
for almost a quarter of all FX trades, or
around $1 trillion a day. It is so stable pre-
cisely because it is so deep and liquid.

But there’s no guarantee it will remain
an oasis of calm. Developed markets have
been largely untouched by the volatility
tearing through large parts of emerging
markets right now, but no corner of world
markets would be spared from turbulence,
stress or rapid moves in the euro/dollar
exchange rate. Germany had the largest
trade surplus with the United States than
any other country in the first half of this
year, worth some 24.4 billion euros ($28.5
billion) which contributed to a global trade
surplus of 121.5 billion euros.

Germany has run a current account
surplus every year since 2002, and in
2015 it reached 8.9 percent of GDP. It has
narrowed slightly since, but was still 8
percent last year, well above the 6 per-
cent average over three years that the
European Commission has suggested as a
general upper limit.

According to the Munich-based Ifo

institute, Germany is on track to post the
world’s largest current account surplus
for the third year in a row this year at
$299 billion. That’s 50 percent more than
the next biggest surplus from Japan,
which Ifo estimates at $200 billion.

Euro targeted
It’s no surprise, then, that Trump has

turned his attention back to Germany,
echoing comments from his trade advisor
Peter Navarro in January last year that
Berlin is using a “grossly undervalued”
euro to “exploit” the United States.

It’s questionable, to put it diplomati-
cally, that Germany is somehow manipu-
lating the euro’s exchange rate. Indeed,
out of the three biggest surplus countries
in the world, it is the one which exerts the
least influence on its exchange rate.

China may be allowing more flexibility
and two-way trading in the yuan, but it is
still a tightly managed currency in a country
with significant capital controls. The yuan
basically goes where Beijing wants it to go.

And Japan has, by a distance, inter-
vened in global FX markets over the past
20 years more than any other developed
nation, almost always to weaken the yen
or, at the very least, to prevent it from
strengthening.

The three exporting powerhouses have
posted current account surpluses every
year since 2002, China’s first year as a
World Trade Organization member and
the year Germany moved out of current
account deficit into surplus.

Their combined, cumulative surplus
since is $8.6 trillion at current exchange
rates, according to International
Monetary Fund and World Bank data.
That almost perfectly mirrors the cumula-
tive US deficit of $8.3 trillion over the
same period. Successive US administra-
tions have long accused Japan, China or
Germany of manipulating their currencies
and using other mercantile practices to
give themselves a competitive edge on
the global market stage.

Japan was president Ronald Regan’s
bete noir in the 1980s, China was George
W Bush’s in the 2000s, while Donald
Trump has turned his wrath toward Beijing
and Berlin. Since Reagan took office in
1981, the United States has posted a cur-
rent account deficit every single year bar
one. That was 1991, and it barely counts,
as the surplus was just 0.046 pct of GDP,
according to World Bank/IMF data.

Perhaps Trump’s ire at what he per-
ceives to be America’s losses and failings
on the global trade stage should be
directed closer to home. — Reuters
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CURRENCY BUY SELL
Europe

British Pound 0.383222 0.397122
Czech Korune 0.005676 0.014976
Danish Krone 0.043198 0.048198
Euro 0. 344386 0.358086
Georgian Lari 0.134689 0.134689
Hungarian 0.001145 0.001335
Norwegian Krone 0.032198 0.037398
Romanian Leu 0.065055 0.081905
Russian ruble 0.004490 0.004490
Slovakia 0.009069 0.019069
Swedish Krona 0.029436 0.034436
Swiss Franc 0.305204 0.316204

Australasia
Australian Dollar 0.209954 0.221954
New Zealand Dollar 0.192649 0.202149

America
Canadian Dollar 0.224967 0.233967
US Dollars 0.299650 0.304950
US Dollars Mint 0.300150 0.304950

Asia
Bangladesh Taka 0.002992 0.003793
Chinese Yuan 0.043001 0.046501
Hong Kong Dollar 0.036952 0.039702
Indian Rupee 0.003772 0.004544
Indonesian Rupiah 0.000016 0.000022
Japanese Yen 0.002641 0.002821
Korean Won 0.000261 0.000276
Malaysian Ringgit 0.070277 0.076277
Nepalese Rupee 0.002626 0.002966
Pakistan Rupee 0.001957 0.002727
Philippine Peso 0.005588 0.005888
Singapore Dollar 0.215528 0.225528
Sri Lankan Rupee 0.001520 0.002100

Taiwan 0.010423 0.010603
Thai Baht 0.008949 0.009499

Arab
Bahraini Dinar 0.790601 0.807101
Egyptian Pound 0.014344 0.020062
Iranian Riyal 0.000084 0.000085
Iraqi Dinar 0.000200 0.000260
Jordanian Dinar 0.424119 0.433119
Kuwaiti Dinar 1.000000 1.000000
Lebanese Pound 0.000156 0.000256
Moroccan Dirhams 0.022438 0.046438
Omani Riyal 0.782643 0.788323
Qatar Riyal 0.079143 0.084083
Saudi Riyal 0.079913 0.081213
Syrian Pound 0.001288 0.001508
Tunisian Dinar 0.105401 0.113401
Turkish Lira 0.040500 0.052000
UAE Dirhams 0.081275 0.082975
Yemeni Riyal 0.000987 0.001067
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Huge surplus
draws Germany
back into 
Trump’s trade 
war line of fire
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Global equities remain positive
despite lingering trade war fears

CBK refurbishes
customer hall at
Jabriya branch
KUWAIT: Commercial Bank of Kuwait
refurbished the customers’ hall at its Jabriya
branch in order to provide more comfortable
banking services to its clients.

CBK GM Retail Banking Division Hameed
Salman said, “CBK is always keen on boosting

the flow of work
at its branches
and providing
maximum com-
fort to its clients
when they visit
our branches to
do banking.
Keeping this in
mind, we carried
out a compre-
hensive over-
haul of the cus-

tomers’ hall in order to offer the best banking
services possible,” he said.

Australia’s economy 
powers ahead as 
consumers 
keep spending
SYDNEY: Australia’s buoyant economy posted
strong growth in the second quarter of the year on
the back of increasing exports, consumer and gov-
ernment spending, official data showed yesterday.

The economy expanded by 0.9 percent in the
March-June quarter, following 0.7 percent
growth in the first three months of the year, to
take the annual rate of growth to 3.4 percent-the
fastest pace since September 2012. The quarterly
reading was far above market expectations of
2.8 percent, and comes after the previous quar-
ter’s year-on-year reading of 3.1 percent.

The increase sent the Australian dollar jump-
ing almost half a cent to 72.17 US cents.

“The national accounts for the June quarter
highlight the strength and the resilience of the
Australian economy, which is in its 27th year of
consecutive economic growth,” Treasurer Josh
Frydenberg told reporters. “The economy is
strong, the fundamentals are good and momen-
tum has continued and these are an encouraging
set of numbers.” The economy has recorded
uneven expansion in recent years as an
unprecedented period of mining investment
reaches its end, with the Reserve Bank of
Australia cutting interest rates to a record-low
of 1.5 percent to support growth. Household
spending jumped 0.7 percent during the quarter
to contribute 0.4 percentage points to growth,
while net exports added 0.1 percent.

Government expenditure rose 1.0 percent in
the period to continue its stellar growth through
the year.  “(Household) consumption continues
to hold up pretty well, facilitated by the savings
ratio continuing to fall,” JP Morgan economist
Henry St John told AFP. The savings ratio, which
measures how much households save in propor-
tion to their disposable income, was at 1.0 per-
cent for the quarter, the lowest since December
2007.  It had soared to almost 10 percent in
2012 after the global financial crisis.

Slowdown ahead?
The stronger data reinforced expectations

that the next move of the Reserve Bank would
be to lift rather than cut interest rates.

But analysts said any hike was not likely in
the near-term, with wages growth and inflation
remaining soft. “Despite solid growth, the econ-
omy is not generating much in the way of wage
or price pressures,” Commonwealth Bank of
Australia senior economist Gareth Aird said in a
note. “There is still plenty of slack in the labour
market to chew through.” 

St John cautioned that exports growth was

expected to level out in the second half of the
year, while the low savings ratio meant con-
sumers would be unable to further draw down
on their reserves. House prices-particularly in
the larger cities like Sydney and Melbourne-
were also falling this year as tighter lending
standards discourage local and international
investors, while turbulence in the global econo-
my was a downside risk. “— AFP

SYDNEY: A pedestrian, reflected in a window of the Australian Securities Exchange (ASX),
looks at a screen showing financial data in Sydney yesterday. — AFP

Hameed Salman

Climate action 
could add $26tn
to world 
economy: Study
PARIS: Ambitious action on climate change could
contribute an extra $26 trillion to the world econ-
omy by 2030, international experts said yester-
day, urging nations and businesses to step up
their engagement.  The economic benefits offered
by a shift to a low-carbon economy have been
“grossly” underestimated, according to the
Global Commission on the Economy and Climate,
a think tank grouping former heads of govern-
ment and top economic and business leaders.

“Bold action could yield a direct economic
gain of $26 trillion through to 2030 compared
with business-as-usual. And this is likely to be a

conservative estimate,” the commission’s annu-
al report found. Dynamic action on climate
could also generate “over 65 million new low-
carbon jobs” by 2030 and avoid over 700,000
premature deaths due to air pollution, it said. 

But policymakers were “not taking suffi-
ciently bold action to escape the legacy eco-
nomic systems,” the study found, warning that
the window for change was narrow.

“We are at a unique ‘use it or lose it’
moment. Policymakers should take their foot off
the brakes and send a clear signal that the new
growth is here,” said the commission’s co-chair
Ngozi Okonjo-Iweala, Nigeria’s former finance
minister.  “There are real benefits to be seen in
terms of new jobs, economic savings, competi-
tiveness and market opportunities, and
improved wellbeing for people worldwide.”
Such growth would be driven by the interaction
between rapid technological innovation,
increased resource productivity and investment
in sustainable infrastructure, which is expected
to reach $90 trillion by 2030, it said. — AFP


