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Growth just below a poll forecast of 5.3%
ISTANBUL: Turkish economic growth slowed to 5.2 per-
cent year-on-year in the second quarter, data showed yes-
terday, in what officials described as an “economic rebal-
ancing” before an expected second-half slowdown as
Turkey grapples with a currency crisis.

President Tayyip Erdogan has overseen strong growth
during his 15 years in power but the economy is now fac-
ing challenges after a sharp decline in the lira, triggered
partly by concerns about his influence over monetary poli-
cy. In a Reuters poll, the economy had been expected to
grow 5.3 percent in the first quarter. The lira firmed to
6.4581 against the dollar after the data from 6.4850
beforehand.

Second quarter gross domestic product (GDP) expand-
ed a seasonally and calendar adjusted 0.9 percent from
the previous quarter, data from the Turkish Statistical
Institute showed. Last year the economy grew 7.4 percent.

Growth was driven by domestic demand despite a
moderate slowdown in consumption and investments in the
second quarter but the slowdown will become more visible
from the third quarter, said Finance Minister Berat
Albayrak.

Rabobank emerging markets forex strategist Piotr
Matys said that, given concerns over the economy over-
heating, the slowdown from 7.3 percent in the first quarter
could be seen as encouraging. “The Turkish economy is
widely expected to lose even more momentum in the com-
ing quarters as a result of significant lira depreciation,” he
said, adding that attention was focused on the central
bank’s rate-setting meeting on Thursday.

Rate hike?
Investors expect the central bank to raise interest rates,

but the size of the hike will be crucial, Matys added. The
bank left rates on hold at its last meeting in July, defying
expectations of a hike.

Data last week showed inflation surged to 17.9 percent
year-on-year in August, its highest level since late 2003,
prompting the central bank to signal it would take action
against “significant risks” to price stability. In the second quar-
ter, the agricultural sector shrank 1.5 percent year-on-year
while the industry sector grew 4.3 percent, the construction
sector grew 0.8 percent and services expanded 8 percent.

A central bank survey yesterday showed 2018 GDP
growth was expected to be 3.4 percent, down from a pre-
vious forecast of 3.9 percent. It also showed end-2018
inflation was seen at 19.61 percent, up from a previous
16.45 percent. According to a Reuters poll, the economy is
expected to grow 3.3 percent in the year as a whole.

The government has been working on stimulus meas-
ures to stave off the expected slowdown in the coming
quarters. Erdogan, a self-described “enemy of interest
rates”, has pushed banks to lend more to boost private
spending.

His demands for lower interest rates have fuelled con-
cerns that the central bank lacks independence. The lira
has tumbled 41 percent against the dollar this year in a
slide exacerbated by a bitter diplomatic row with the
United States. Officials have said they expect a contrac-
tion of the economy in the third quarter and full-year
growth of around four percent - below a 5.5 percent
government target. — Reuters

KARACHI/ISLAMABAD: A Pakistani
official’s critical comments about proj-
ects funded by China to the tune of bil-
lions of dollars rattled investors and
sparked worries yesterday of a souring
in ties, a day after Beijing’s top govern-
ment diplomat concluded a visit.

Abdul Razak Dawood, the Pakistani
cabinet member for commerce, industry
and investment, suggested that all proj-
ects in the $57-billion China Pakistan
Economic Corridor program could be
eligible for suspension in a review to be
conducted this week under the orders
of new Prime Minister Imran Khan.

“I think we should put everything on
hold for a year, so we can get our act
together,” Dawood told the Financial
Times in an interview. “Perhaps we can
stretch CPEC out over another five
years or so.”

He added that he thought China had
been granted too-favorable terms in
many projects by the former govern-
ment of Nawaz Sharif. “Chinese compa-
nies received tax breaks, many breaks
and have an undue advantage in
Pakistan; this is one of the things we’re
looking at because it’s not fair that
Pakistan companies should be disad-
vantaged,” Dawood said.

Pakistani markets fell in early trading
yesterday, with the benchmark KSE 100
index down 477.38 just after midday at
40,374 points, before recovering to
close at 40,684, still down 0.4 percent.
Dawood’s comments were “mind-bog-
gling” and rare public criticism of

China, said Mohammad Zubair, privati-
zation minister in the previous govern-
ment. “This is probably the harshest
statement about the Chinese in the last
50 years or so,” Zubair told Reuters.
“Even if there are issues with the
Chinese, those issues could be dealt
with in private rather than being made
public.”

Later yesterday, Dawood told
domestic broadcaster Geo TV that his
statements had been misconstrued and
he would clarify them later. The critical
comments were published just after the
Chinese government’s top diplomat,
State Councillor and Foreign Minister
Wang Yi, visited Pakistan and the two
sides reaffirmed the mutual benefits of
the Beijing-funded projects.

While Khan, a former cricket star,
has made no secret he plans to review
all government projects and expendi-
ture, the finance ministry last month
said Pakistan was “fully committed to
undertake and complete CPEC projects
in their totality”.

Pakistan is struggling to avert a for-
eign currency crisis that could force it
to seek a bailout from the International
Monetary Fund. Its foreign currency
reserves have dwindled to $9.9 billion
last month from around $16 billion in
mid-2017. The rupee has been devalued
four times since late last year, falling by
more than 20 percent. In June, Beijing
gave Pakistan $1 billion in loans to
boost foreign reserves ahead of the July
25 election. — Reuters

CURRENCY BUY SELL
Europe

British Pound 0.384889 0.398789
Czech Korune 0.005624 0.014924
Danish Krone 0.042925 0.047925
Euro 0. 342902 0.356602
Georgian Lari 0.115668 0.115668
Hungarian 0.000987 0.001177
Norwegian Krone 0.031880 0.037080
Romanian Leu 0.058688 0.075538
Russian ruble 0.004332 0.004332
Slovakia 0.009069 0.019069
Swedish Krona 0.029459 0.034459
Swiss Franc 0.306487 0.317487

Australasia
Australian Dollar 0.207469 0.219469
New Zealand Dollar 0.191543 0.201043

America
Canadian Dollar 0.224853 0.233853
US Dollars 0.299650 0.304950
US Dollars Mint 0.300150 0.304950

Asia
Bangladesh Taka 0.002992 0.003793
Chinese Yuan 0.042903 0.046403
Hong Kong Dollar 0.036606 0.039356
Indian Rupee 0.003741 0.0045213
Indonesian Rupiah 0.000016 0.000022
Japanese Yen 0.002652 0.002832
Korean Won 0.000258 0.000273
Malaysian Ringgit 0.070095 0.076095
Nepalese Rupee 0.002626 0.002966
Pakistan Rupee 0.001957 0.002727
Philippine Peso 0.005550 0.005850
Singapore Dollar 0.214474 0.224474
Sri Lankan Rupee 0.001520 0.002100
Taiwan 0.009723 0.009903

Thai Baht 0.008926 0.009476

Arab
Bahraini Dinar 0.790707 0.807207
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 0.000150 0.000250
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 0.105000 0.113000
Turkish Lira 0.041566 0.053066
UAE Dirhams 0.081275 0.082975
Yemeni Riyal 0.000987 0.001067
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Pakistan official’s criticism of
China’s ‘Silk Road’ projects 
raises worries
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Turkish economic growth dips, 
lira crisis darkens outlook

China producer 
inflation eases, 
points to more 
pressure on 
economy
BEIJING: China’s producer inflation cooled in
August amid softening domestic demand, point-
ing to a steady slowing in growth in the world’s
second biggest economy as it confronts height-
ened risks to the outlook from a heated trade
dispute with the United States.

Consumer inflation, on the other hand, picked
up more than expected in August, though policy
makers are likely to stay focused on growth
rather than pricing pressures as US President
Donald Trump raises the stakes in the tariff war.
The producer price index (PPI), a gauge of
industrial profitability, rose 4.1 percent in August
from a year earlier, compared with a 4.6 percent
increase in July, according to data released by
the National Statistics Bureau yesterday.

Analysts polled by Reuters had expected
August PPI would rose to 4.0 percent. On a
monthly basis, PPP picked up from 0.1 percent
in July to 0.4 percent in August.

Raw material prices rose 7.8 percent in
August from a year earlier, compared with a 9.0
percent increase in July. “Despite soft industrial
output in the third quarter, domestic polices
such as boosting infrastructure spending could
provide some support to prices of related
industrial goods in the fourth quarter,” said
Betty Wang, Hong Kong-based senior China
economist at ANZ, noting that month-on-month
PPI growth has been picking up.

China’s economic growth cooled slightly to
6.7 percent in the second quarter, though wor-
ries about a sharper slowdown have increased

in recent months amid rocky trade relations with
the United States. The two countries have
already slapped tit-for-tat tariffs on $50 billion
of each other’s goods, and US President Donald
Trump has warned that he was ready to slap
tariffs on virtually all Chinese imports into the
United States. With domestic and foreign
demand slowing, and export orders in both offi-
cial and private factory surveys extending their
declines in August, investors have cause to be
nervous about China’s outlook.

Policy support 
China’s policy makers are trying to keep the

economy on an even keel as the dispute with the
United States threatens to dent output. The gov-
ernment has responded by loosening its liquidi-
ty tap in money markets and speeding up infra-
structure projects as it eyes expansionary fiscal
policy to support growth. Beijing has approved
new railways in six cities in August.

On a year-on-year basis, the consumer price
index (CPI) rose 2.3 percent in August, fastest

pace since February this year and above expec-
tations of 2.2 percent. It also accelerated from
July’s 2.1 percent.

The food price index climbed 1.7 percent
from a year earlier as vegetable prices rose and
pork prices rebounded, while non-food prices
grew 2.5 percent in August.

On a month-on-month basis, the CPI
increased 0.7 percent. Since August, China has
reported multiple African swine fever (ASF) out-
breaks that have pushed up pork prices in the
country’s south as demand grows ahead of a
week-long holiday in October and also raised
the prospect of more imports.

However, analysts say that while ASF has
increased the upside risk to the inflation outlook,
the impact would most likely be small.
“Improvements in China’s disease management
and pork’s lower CPI weighting these days sug-
gest that any pick-up in inflation this time around
would be more moderate,” said Chang Liu, a
London-based China Economist at Capital
Economics, in a note last week. — Reuters

SHANGQIU, China: An employee monitoring a circular weaving machine at a textile factory in
Shangqiu in China’s central Henan province.—  AFP

KYRENIA: A view of the harbor of the coastal city of Kyrenia in the Turkish Republic of Northern Cyprus (TRNC), which
is only recognized by Turkey. Hit by the tanking Turkish lira, breakaway northern Cyprus is struggling to fend off a
crisis largely outside the control of the isolated enclave that relies on Ankara for its economic survival. — AFP

South Africa
may miss tax
target over
recession
JOHANNESBURG: South Africa’s tax
take could well be lower than forecast
this financial year, with a recession
compounding problems at the tax rev-
enue service, Finance Minister
Nhlanhla Nene said yesterday.

Nene said tax avoidance and evasion
would rise in any economy that was
growing slowly and where taxes have
been increased, and the fall in GDP
would only worsen matters.

The country entered recession in the
second quarter for the first time since
2009, data showed last week, weaken-
ing the rand and government bonds..
“There is now additional downside risk
to the tax revenue projected at the
beginning of the year because of the
contraction in the economy,” Nene told
a tax conference, referring to the finan-
cial year ending next March.

“Fixing our economy to ensure that
it grows faster and in a more sustain-
able manner is therefore critical.” Nene
also cited problems at the South
African revenue service (SARS).

President Cyril Ramaphosa, who has
staked his leadership on reviving an
economy that lost momentum under his

predecessor Jacob Zuma, suspended
SARS commissioner Tom Moyane in
March over alleged misconduct.

Two months later he established an
inquiry into the allegations, which cover
events during Zuma’s scandal-plagued
administration. Moyane has denied
wrongdoing.

In its February budget the Treasury
said it faced a 48.2 billion rand revenue
gap in the 2017/18 fiscal year, partly
due to SARS missing its collection tar-
gets. It also increased value added tax
(VAT) for the first time since 1993.

Tax shortfalls in the past two years
had been partly been due to slower
than projected economic growth,
while tax evasion was also a factor,
Nene said.

“Some taxpayers are taking it upon
themselves to pay as little tax as possi-
ble. Such behavior not only negatively
affects collection ... (but) creates more
social discontent,” Nene said. Ratings
agency Moody’s said South Africa’s
slide into recession in the second quar-
ter - which Ramaphosa said would be
temporary. - would complicate its fiscal
and monetary challenges.

Analysts say Africa’s most developed
economy needs faster economic growth
if it is to reduce high unemployment -
currently at 27 percent - and alleviate
poverty and the inequality that stokes
instability. Unemployment is a hot-but-
ton issue ahead of national elections in
2019, and the governing African
National Congress (ANC) has made
repeated pledges that things will
improve. — Reuters

Hedge funds 
turn bullish 
again on oil
LONDON: Hedge fund managers have turned
bullish again towards crude and fuels, adding a
significant number of new long positions in the
last two weeks, after spending much of the
previous four months liquidating positions.
Hedge funds and other money managers raised
their combined net long position in the six
most important petroleum futures and options

contracts by 47 million barrels in the week to
Sept. 4. Fund managers have boosted their net
long position by 172 million barrels in the last
two weeks, after cutting it by 508 million bar-
rels since April 17, according to regulatory and
exchange records.

The most recent week saw portfolio man-
agers add to net long positions in Brent (+28
million barrels), NYMEX and ICE WTI (+17
million), US heating oil (+4 million) and
European gasoil (+3 million).

Only US gasoline futures and options saw a
small reduction in fund managers’ net long
positions last week (-4 million barrels).

Net long positions in Brent have jumped by
92 million barrels since Aug. 21 while net posi-
tions in WTI are up by 45 million barrels over

the same period (https://tmsnrt.rs/2CF2Wia).
Fund managers’ combined net long in Brent

and WTI has risen to 803 million barrels, from
a low of 666 million barrels just two weeks
ago, and the highest since early July. During
the four months from late April to late August,
position changes were led by the liquidation of
old long positions rather than the creation of
fresh shorts. The last two weeks has seen that
reversed, however, with the creation of new
long positions leading the market higher. 

With many stale long positions now liqui-
dated, the US economy still growing strongly,
signs of US drilling hitting a peak, and the
imminent re-imposition of Iran sanctions, the
hedge fund community is becoming bullish
again. — Reuters


