
B u s i n e s s Friday, December 13, 2019

Friday38

TOKYO: Asian stocks rose yesterday to the highest in a month
after the Federal Reserve signalled rate settings were likely to re-
main accommodative, but the imminent UK election and a dead-
line for Sino-U.S. trade talks kept investors cautious. The Fed kept
interest rates unchanged, as expected, at its policy meeting on
Wednesday but indicated interest rates would remain on hold,
which nudged Wall Street stocks higher.

That helped MSCI’s broadest index of Asia-Pacific shares out-
side Japan climb 0.98% to the highest since Nov. 11. Japan’s
Nikkei stock index rose 0.22% and U.S. stock futures edged up
0.1%. Australian shares were down 0.65%, however, weighed by
the financial sector after a money-laundering scandal. Pan-region
Euro Stoxx 50 futures were up 0.03%, German DAX futures
were up 0.02%, while FTSE futures were up 0.16%.

“The Fed’s accommodative stance does support equities, but
the chance of a disruptive election outcome in Britain is very real,”
said Michael McCarthy, chief market strategist at CMC Markets
in Sydney. “You also have the US-China trade problem. We’re
likely to see subdued trading and some investors may lock in prof-
its as the day progresses.” The S&P 500 rose 0.29% on Wednes-
day after the Fed’s rate decision, which included enough dovish
tones to cheer markets.

Traders are bracing for a series of make-or-break events over
the next few days that have the potential to cause huge swings in
financial markets for months to come. Sterling traded near the
highest in more than two years versus the euro and close to an
eight-month high versus the dollar before voting begins in an
election that will determine whether Britain exits the European
Union in an orderly fashion. Polls show the Conservatives’ lead
shrinking ahead of an election starting later on Thursday, which
could jeopardize chances of a smooth Brexit.

Exit polls for Britain’s election will begin around 2200 GMT
after voting closes, then official results will begin to trickle in. UK
Prime Minister Boris Johnson’s ruling Conservative Party is run-
ning on a pledge to enact a swift split from the EU, ending more
than three years of uncertainty. Traders say a hung parliament or
a victory for the main opposition Labor Party could cause huge
disruptions because Labor is promising another referendum on
membership of the bloc.

Against the euro, sterling rose 0.1% to 84.32 pence, close to
its firmest level since May 2017. The pound rose 0.2% to $1.3218,
just shy of its highest since March. The euro rose 0.1% to $1.1142,
close to a five-week high before a European Central Bank meet-
ing later on Thursday where policymakers are expected to keep
rates on hold. Chinese shares slipped 0.2%. Activity was subdued
as investors awaited more news about the Sino-U.S. trade war.

US President Donald Trump is expected to meet Thursday
with top advisers to discuss tariffs on nearly $160 billion of Chi-
nese consumer goods that are scheduled to take effect on Dec.
15, three sources told Reuters. Trump is expected to go ahead
with the tariffs, a separate source told Reuters, which could scut-
tle efforts to end a 17-month long trade dispute between the
world’s two-largest economies. The dollar index against a basket
of six major currencies fell 0.37% to 97.057, briefly touching a
new four-month low after Powell it would take a significant pick-
up in inflation to cause the Fed to raise rates.

Treasury yields initially fell in reaction to Powell’s comments,
but they rebounded slightly in Asia. The yield on benchmark 10-
year Treasury notes rose to 1.7966%. US crude edged up 0.15%
to $58.85 a barrel. Brent crude rose 0.39% to $63.97 per barrel.
A report by OPEC released on Wednesday suggested that oil
markets are tighter than previously thought. Traders are also fo-

cused on state oil company Saudi Aramco , whose shares surged
the maximum permitted 10% above their IPO price on their
Riyadh stock market debut on Wednesday, making it the world’s
most valuable listed company. — Reuters

Asian shares climb on dovish 
Fed, but Brexit hurdle looms

Traders around the world brace for British election 

Turkish central bank 
may cut rates 150 
points to 12.5%
ISTANBUL: Turkey’s central bank is expected to cut its key
interest rate to 12.5% from 14%, a Reuters poll showed yes-
terday, sustaining an easing cycle designed to revive the
economy and bringing real rates below levels in most emerg-
ing markets. The central bank has cut rates three times since
July, when the policy rate stood at 24% following a currency
crisis which knocked nearly a third off the value of the lira
last year and pushed Turkey into recession. After peaking at
more than 25% in October last year, inflation has since
slowed substantially and stood at 10.56% in November, near
its three-year lows, reinforcing expectations for a sizeable
policy rate cut at next week’s policy meeting.

In a Reuters poll of 20 economists, the median estimate
was for a 150-basis point interest rate cut to 12.50%. Esti-
mates ranged between 12% and 13%. “We think the policy
rate easing will continue. However, since a large amount of
the room for monetary policy easing has been used up with
front-loaded rate cuts, the pace will decline,” said Deniz
Cicek, an economist at QNB Finansbank.

The central bank says it sets its monetary stance to leave
a “reasonable” real rate. Turkey’s current real interest rate
stood at 3.44% while average real rate in peer emerging
market economies is calculated at 2.88%. The central bank
and economists polled by Reuters expect inflation to stand
at 12% at end-2019 while Turkish Finance Minister Berat Al-
bayrak said it may end up lower than that.  —  Reuters

Chinese businesses 
boost self-reliance 
as trade war rolls on
BEIJING: Whether Beijing and Washington reach a trade deal or
not, China is already speeding up efforts to break its reliance on
a country that is one of its biggest economic partners but also its
biggest adversary. The effort has gained greater urgency for Bei-
jing after more than a year and a half of protracted negotiations,
painful tariffs and US sanctions against leading Chinese technol-
ogy companies. Negotiators are working towards a potential
“phase one” deal but tensions could escalate again if President
Donald Trump goes through with a planned tariff hike on Sunday.

To fortify themselves for future levies or political waves, Chi-
nese companies are looking to new markets, adapting supply
chains, sourcing homegrown parts and shifting to domestic sup-
pliers. President Xi Jinping issued his own directive in May, calling
for self-reliance in “key core technologies” while warning of a
“Long March” against foreign challengers — a reference to a
now-legendary 1934-35 strategic retreat by China’s Communist
revolutionaries.

A manager surnamed Liang at Weipai Industrial Ltd, a tablet
computer maker in the southern tech hub of Shenzhen, said the
company was diversifying supply chains to reduce reliance on US
parts, and looking for a Chinese company to provide semicon-
ductors. But other industries have also had to rethink their plans.
A sales executive surnamed Lu at textile exporter Zhejiang
Zhuang En said after shipments to the US almost halved this year
they were targeting European and African fashion brands instead.

Tech leads the drive 
Samm Sacks, China digital economy fellow at think tank New

America, said the trade war “has added fuel to the fire of the Chi-
nese government’s ambitions to duplicate industries inside China
that they in the past got from the outside world”. Joerg Wuttke,
president of the EU Chamber of Commerce in China, said the two
countries were in the process of “decoupling” — a term that has
regularly sprung up during the trade war. “China has realised that
it can’t rely on some of the foreign suppliers,” Wuttke told re-
porters on Monday.

“And the US has deliberately decided to contain China in many
ways and decided to withhold technologies which they deem is
beneficial to the Chinese industrial military complex.” Sunday’s
potential tariff hike would target Chinese goods that were not pre-
viously hit by US duties — including about $12 billion worth of
Chinese toy imports, plus cellphones, laptops and tablet comput-
ers. Electronics and technology companies are at the forefront of
China’s drive to become self-sufficient.

Chinese tech giant Huawei launched its own operating system
Harmony OS in August, as it faces the threat of losing access to
Android systems with US-China tensions escalating. The com-
pany was swept into the trade war in May when it was blacklisted
by Trump owing to suspicions its equipment could provide a
backdoor for Chinese intelligence services, something the firm de-
nies. Another tech firm, ZTE, nearly collapsed after US companies
were prevented from selling it vital components over its continued
dealings with Iran and North Korea.

Sacks said the ZTE case was a “watershed moment” for the
Chinese government, and gave “a glimpse of what things might
actually be like if they were cut off from global suppliers”. Trump
later allowed ZTE to resume imports under tough conditions.

The trade war is now “a critical battle of ideology, value sys-
tems, and morality”, said Larry Ong, senior analyst with political
risk consultancy SinoInsider. This week state news agency Xinhua
reported that two Chinese companies were to jointly build a do-
mestic operating system, seemingly in a bid to unseat the domi-
nance of US giant Microsoft’s Windows. — AFP

RIYADH: A handout picture provided by Saudi Aramco shows the
energy giant’s President and CEO Amin Nasser writing a note dur-
ing the official ceremony launching the debut of Saudi Aramco’s
initial public offering (IPO) on the Riyadh’s stock market. — AFP 


