
KUWAIT: In the GCC the picture was
mostly positive with the exception of the
Saudi market. The S&P GCC Composite
Index edged up during the month advancing
by 0.62 percent despite the strong perform-
ance of key markets such as Kuwait, Dubai
and Abu Dhabi. The performance of the
GCC index was dragged down by a 1.01 per-
cent decline in the Tadawul All Share Index
after a string performance in June. In the
UAE, Dubai was the top GCC performer for
July adding 9.77 percent, followed by Abu
Dhabi with 6.79 percent mainly buoyed by
strong bank earnings. 

It was followed closed by Bahrain with a
gain of 5.21 percent and Kuwait with 4.88
percent for the Boursa Kuwait All Share
Index. In Kuwait, the Boursa Kuwait Premier
Market Index continued to outperform the
main market recording a gain of 5.76 per-
cent for July bringing its total performance
for the year to 28 percent, by far leading the
GCC markets with Bahrain and Dubai distant
seconds with 15.74 percent and 15.36 per-
cent respectively. In the broader MENA
region Egypt continues to be volatile with a
loss of 5.0 percent in July following a 2.4
percent in June. 

The performance of Emerging markets
was generally negative with the MSCI EM
and the MSCI Asia ex-Japan down 1.69 per-
cent and 2.17 percent respectively. The
declines were led by significant drops in
Mexico and India as the Mexico Stock
Exchange Index and the Indian Nifty 50
retreated by 5.32 percent and 5.69 percent,
while the Shanghai Composite was down

1.56 percent. Turkey’s Borsa Istanbul 100
Index, on the other hand, built on its previ-
ous month’s gains and added 5.80 percent
during the month of July.  

Markets moved mostly sideways during
the month awaiting the outcomes of the
highly anticipated policy meetings of the US
Federal Reserve and the ECB at the end of
July and the US-China trade negotiations.
The MSCI AC World Index remained practi-
cally flat adding 0.17 percent during the
month, while the MSCI EM Index declined
by 1.69 percent. The last week of July was
the most eventful in terms of policy moves.
On July 25, the ECB kept key interest rates
unchanged but hinted that a rate cut could
be on the horizon along with more monetary
easing. The ECB president Mario Draghi
said that he expects rates to remain “at their
present or lower levels” at least through the
first half of 2020. 

Fed cuts rate
The Federal Reserve, as was widely

expected, lowered its target rate by 25bps to
a range of 2.0-2.25 percent which marks the
first interest rate cut since the financial crisis.
The immediate market reaction was largely
negative as Chairman Powell hinted that this
might be a one-off by saying that “We are
thinking of it as a mid-cycle adjustment to
policy”. He later clarified that the Fed could
cut rates again soon, but the cycle of cuts
wouldn’t last for long. The markets had been
expecting another cut before the end of the
year. Shortly after the month-end President
Trump said that he would impose another 10

percent tariff on an additional $300 billion
worth of Chinese imports in the middle of
trade talks then China threatened to retali-
ate. Stock markets and oil tanked while
treasury bonds rallied sending yields to 3-
year lows. 

The S&P 500 had traded for most of the
month above the 3,000 level but broke down
after the Fed decision losing 1.09 percent
during the last day of July to close up 1.31
percent for the month at 2,980.38. Similarly,
the Nasdaq climbed steadily to new highs in
July to close the month up 2.11 percent after
losing 1.19 percent on the last trading day. 

US economic growth remains a potential
concern in the face of global and domestic
headwinds. Manufacturing activity surprised
on the downside; the ISM manufacturing
PMI, which was expected to grow to 52.0,
dropped to 51.2 in July from 51.7 the previous
month. Inflation continued to weaken as the
Personal Consumption Expenditures (PCE)
recorded 1.4 percent in June undershooting
expectations of 1.7 percent, while the Core
PCE recorded 1.6 percent versus an expect-
ed 1.7 percent. Preliminary GDP figures for
Q2 showed a decline to 2.1 percent from 3.1
percent for the first quarter of 2019. 

European markets mixed
In Europe, the markets picture was mixed

but indices generally followed the same pat-
tern with mostly sideways movement during

the month then tanking after the escalation
of trade tensions. The Stoxx Europe 600
added 0.23 percent in July after a solid per-
formance for the previous month. The
German DAX declined by 1.69 percent while
the French CAC40 retreated by 0.36 percent
in July after recording gains of 5.73 percent
and 6.36 percent in June. European GDP
declined marginally to 1.1 percent in Q2
according to preliminary estimates down
from 1.2 percent in Q1 but came in better
than expectations of 1.0 percent.
Manufacturing activity remained weak with
the Markit Manufacturing PMI declining to
46.4 in July down from 47.6. The President
of the ECB acknowledged the weakness and
said that “a significant degree of monetary
stimulus continues to be necessary to ensure
that financial conditions remain very favor-

able and support the euro expansion”.
Draghi also said that the ECB is examining
additional options to support the Eurozone
economy including studying “options for the
size and composition of potential new net
asset purchases”. Draghi hinted to a possible
rate cut at a time where the market is
expecting two cuts of 10 basis points each in
September and December. 

In the UK, the FTSE 100 Index added
2.17 percent during July at time when the
new Prime Minister seems to be taking a
hard stance on the Brexit negotiations with
the EU. Manufacturing activity seems to
have stabilized in July after having trended
downwards since the end of 2017. The July
Markit Manufacturing PMI recorded 48.0, at
par with the previous month and marginally
better than expectations of 47.7.   
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EXCHANGE RATES

AL-MUZAINI EXCHANGE CO.

EUROPEAN & AMERICAN COUNTRIES
US Dollar Transfer                           304.450
Euro                                                  342.960
Sterling Pound                                  372.040
Canadian dollar                                231.870
Turkish lira                                       55.250
Swiss Franc                                      314.510
US Dollar Buying                             297.250

ASIAN COUNTRIES
Japanese Yen                                    2.855
Indian Rupees                                  4.318
Pakistani Rupees                              1.941
Srilankan Rupees                             1.720
Nepali Rupees                                 2.696
Singapore Dollar                              221.420
Hongkong Dollar                              38.845
Bangladesh Taka                              3.585
Philippine Peso                                 5.886
Thai Baht                                          9.928
Malaysian ringgit                             77.864

GCC COUNTRIES
Saudi Riyal                                       81.241
Qatari Riyal                                      83.675
Omani Riyal                                      791.293
Bahraini Dinar                                  808.950
UAE Dirham                                     82.945

ARAB COUNTRIES
Egyptian Pound - Cash                   21.650

DOLLARCO EXCHANGE CO. LTD

BAHRAIN EXCHANGE COMPANY WLL

Egyptian Pound - Transfer              18.401
Yemen Riyal/for 1000                     1.223
Tunisian Dinar                                  109.510
Jordanian Dinar                                430.230
Lebanese Lira/for 1000                  0.203
Syrian Lira                                        0.000
Morocco Dirham                             32.320

Rate for Transfer                          Selling Rate
US Dollar                                          304.540
Canadian Dollar                               232.485
Sterling Pound                                  371.925
Euro                                                  341.305
Swiss Frank                                      303.485
Bahrain Dinar                                   809.885
UAE Dirhams                                   83.320
Qatari Riyals                                     84.555
Saudi Riyals                                      82.105
Jordanian Dinar                                430.820
Egyptian Pound                               18.375
Sri Lankan Rupees                           1.727
Indian Rupees                                  4.421
Pakistani Rupees                              1.906
Bangladesh Taka                              3.606
Philippines Pesso                             5.995
Cyprus pound                                  18.115
Japanese Yen                                    3.805
Syrian Pound                                    1.595
Nepalese Rupees                             2.773
Malaysian Ringgit                            74.645
Chinese Yuan Renminbi                   44.710

CURRENCY                                 BUY                             SELL
Europe

British Pound                                    0.362921                         0.376821
Czech Korune                                  0.005192                        0.014492
Danish Krone                                   0.041602                        0.046602
Euro                                                  0. 333382                        0.347082
Georgian Lari                                   0.104381                         0.104381
Hungarian                                         0.000951                       0.001141
Norwegian Krone                            0.030095                       0.035295
Romanian Leu                                  0.055083                       0.071933
Russian ruble                                    0.004638                       0.004638
Slovakia                                            0.009102                        0.019102
Swedish Krona                                 0.027661                        0.032661
Swiss Franc                                      0.305782                        0.316762

Australasia
Australian Dollar                              0.197851                         0.209851
New Zealand Dollar                         0.192379                         0.201879

America
Canadian Dollar                               0.225253                        0.234253
US Dollars                                        0.300350                       0.305650
US Dollars Mint                               0.300850                       0.305650

Asia
Bangladesh Taka                              0.002985                       0.003786

Chinese Yuan                                   0.042017                        0.045517
Hong Kong Dollar                            0.036754                       0.039504
Indian Rupee                                    0.003797                       0.004569
Indonesian Rupiah                           0.000017                       0.000023
Japanese Yen                                    0.002769                       0.002949
Korean Won                                     0.000240                       0.000255
Malaysian Ringgit                            0.069547                       0.075547
Nepalese Rupee                              0.002678                       0.003018
Pakistan Rupee                                0.001296                        0.002065
Philippine Peso                                 0.005921                        0.006221
Singapore Dollar                              0.214766                        0.224766
Sri Lankan Rupee                            0.001217                        0.001797
Taiwan                                              0.009539                       0.009719
Thai Baht                                          0.009563                       0.010113
Vietnamese Dong                            0.00013                          0.00013

Arab
Bahraini Dinar                                  0.801407                        0.809467
Egyptian Pound                               0.018639                        0.021999
Iranian Riyal                                     0.000084                      0.000086
Iraqi Dinar                                        0.000210                       0.000270
Jordanian Dinar                                0.424503                        0.433503
Kuwaiti Dinar                                   1.000000                       1.000000
Lebanese Pound                              0.000151                        0.000251
Moroccan Dirhams                          0.021379                        0.045379
Omani Riyal                                      0.785648                        0.793549
Qatar Riyal                                       0.082969                       0.083803
Saudi Riyal                                       0.080100                       0.081400
Syrian Pound                                    0.001291                         0.001511
Tunisian Dinar                                  0.102713                         0.110713
Turkish Lira                                      0.047829                        0.057674
UAE Dirhams                                   0.082200                       0.083028
Yemeni Riyal                                    0.000990                      0.001070

Thai Bhat                                          10.885
Turkish Lira                                      55.205
Singapore dollars                             223.632
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Boursa Kuwait has been the best Gulf 
market since the beginning of the year 

US Fed rate cut viewed as a mid-cycle adjustment to policy 

With some luck, 
Turkish lira defies
doubters for now
ISTANBUL: Turkey’s lira has risen in recent
months despite Ankara abruptly sacking the cen-
tral bank governor and risking US sanctions over
Russian missiles, silencing for now critics who
had warned such moves could cause another
currency crisis. The lira has been a fortunate
beneficiary of the US Federal Reserve’s shift to a
more supportive stance, which has boosted
emerging markets, especially relatively cheap
Turkish assets, since the currency hit an eight-
month low in May.

Turkey’s lira is by far the strongest emerging
market currency so far this quarter, while its
bond returns have jumped from among the worst
earlier this year to among the best.

Its prospects now depend on whether yield-
hungry investors will keep ignoring the global
trade war and buying riskier assets, as well as
Turkish authorities’ ability to restore trust in the
central bank, shore up debt-laden banks and
companies and halt a trend of Turks turning to
more stable foreign cash. “People are piling into
the lira,” said Cristian Maggio, head of emerging
markets strategy at TD Securities.

“The main factor is external and the Fed being
on a path of monetary easing ... and Turkey
stands out as the main beneficiary of that.” The
lira was worth 5.53 per dollar yesterday, about 10
percent stronger than the 6.19 in early May, when
Goldman Sachs, Societe Generale and others
predicted it would slide toward 6.60 and even
7.00 by year end.

Two weeks in July
Those predictions-which could still prove cor-

rect-would throw the currency back to levels hit
in last year’s crisis, prompted by concerns over
central bank independence and a diplomatic spat
with the United States. The lira at its nadir last
year shed half its value against the dollar, sending
inflation soaring above 25 percent in October.

Another sell-off this spring echoed 2018, as
investors again fretted that the central bank
would not keep policy tight enough to support
the lira. Erdogan fired central bank governor
Murat Cetinkaya for not following instructions to
ease policy. The central bank under its new chief
followed through with Turkey’s biggest rate cut
since at least 2003, again stoking worries about
independence.

“But market players saw an opportunity to
take advantage of cheap bond prices in the short
run.” She said the lira could weaken if there are
more rate cuts and the government fails to agree
a bad debt bailout. Reuters reported last month
that plans have stalled to relieve banks of some
$20 billion in loans that construction and energy
companies can no longer afford.

Lira on train tracks 
Other risks loom for Turkey’s $766 billion econ-

omy, which is expected to contract this year. A
year-long trend of “dollarization” has not abated,
with a near-record 53 percent of accounts holding
foreign currencies in mid-July, suggesting Turks
are unconvinced by the lira’s rally. Ratings agency
S&P said that just 11 percent of government bonds
now held by foreigners “the fate of the Turkish lira
relies far more on the sentiment of Turkish resident
households.”

Foreign investors have been squeezed by state
banks that in March withheld lira liquidity from
London’s overnight swap market, often used to
hedge positions, and again in May when they sold
billions of dollars in international markets. Those
and other government moves, which some saw as
steps toward capital controls, have raised costs for
foreigners betting against Turkish assets and for
Turks buying dollars and euros. Reuters has not
reported any state bank interventions since May,
though some investors say it remains a possibility
especially given recent lira strength. — Reuters

Fed’s Bullard:
US rates ‘in right 
neighborhood’
WASHINGTON: The Federal Reserve has set US interest
rates “in the right neighborhood” but will watch how the econ-
omy reacts to factors like the trade war before deciding its
next move, James Bullard, a key member of the central bank
policy board, told AFP yesterday. However, in his first public
comments since the Fed cut the benchmark interest rate last
week, Bullard, president of St Louis Federal Reserve Bank,
said the Fed “can’t realistically move monetary policy in a tit-
for-tat trade war.” 

Still, policymakers have “already done quite a bit” to
help the economy and account for the uncertainty sur-
rounding President Donald Trump’s trade wars, Bullard said
in an interview.

Bullard, who was the first Fed official to call for the central
bank to roll back some of the four rate increases made last
year, says he has “penciled in” another rate cut for this year.
But he suggested he was comfortable with the current stance,
saying he wants to see how the economy and inflation per-
form given the significant moves the Fed has already made,
which can take six months before they show up in economic
data. “I do want to take stock about how the accommodation
we’ve put in place has had an impact,” he said.

There was some confusion last week over Fed Chair Jerome
Powell’s attempts to explain the reasoning behind the rate cut,
the first in more than a decade. Bullard compared the situation
to past economic expansions where the Fed has raised rates
several times and then taken back a few steps. “We’re trying
find the right level,” he said. Trump has attacked the Fed
almost daily, calling the independent central bank a threat to
the US economy and demanding it react to China’s moves to
weaken its exchange rate and stimulate its economy. Bullard,
like Powell, brushed off those attacks. “We’re making decisions
the way we always have,” he said. — AFP 


