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LONDON: European stocks mostly rose yester-
day after gains in much of Asia, as traders eyed
growing optimism that China and the US will fi-
nally resolve their long-running trade war. Frank-
furt and Paris benchmark equity indices advanced
near the half-way mark, but London fell on
poorly-received results including from British Gas
owner Centrica.

The energy group’s share price tumbled 11.4
percent to 122 pence
after saying that a newly-
introduced UK govern-
ment price cap aimed at
lowering the cost of do-
mestic gas and electric-
ity, would hurt Centrica’s
performance this year.
On currency markets, the
pound extended
Wednesday’s losses that
came after Fitch warned
it could slash Britain’s credit rating owing to the
economic hit from a potential no-deal Brexit.  

Adding to sterling’s weakness was Prime Min-
ister Theresa May’s failure to get a breakthrough
in talks with European Commission President
Jean-Claude Juncker on revising their Brexit deal.
With just over a month until Britain leaves the

bloc, May still has no agreement that she can
push through parliament. Adding to her woes was
news that three MPs had quit her ruling Conser-
vative party. In Asia, stock markets mainly
climbed on a report that Beijing and Washington
were working on an outline for a deal.

Less sensitive 
“Markets look to towards the US-China trade

talks for direction,” said
IG analyst Joshua Ma-
hony. “Today sees the US
and China return to the
negotiating table, with
markets hopeful that the
sides will find some form
of pathway to a solution.
“Markets are becoming
less sensitive to the fact
that these talks are taking
place, in some ways re-

flecting the weariness and skepticism that comes
with each meeting.”

Global equities have enjoyed a stellar start to
the year on hopes for the negotiations and ex-
pectations the Federal Reserve will ease up on its
pace of monetary tightening as growth at home
and globally slows. The upbeat mood was en-

hanced Thursday as Bloomberg News said US
and Chinese negotiators were sketching out a
number of memorandums of understanding on
key issues including intellectual property and
technology transfer.

Without naming sources, the report said no
final agreement was expected in Washington

this week but that China’s top negotiator Liu
He would meet US President Donald Trump on
Friday. While there has been no concrete sign
of progress in the trade talks, Trump has in-
sisted the talks are going “very well” and has
indicated he could push back a deadline for a
deal to be done. —AFP

Stock markets mostly rise on 
bubbling trade confidence

Global equities have enjoyed a stellar start to the year

NEW YORK: A trader works ahead of the closing bell on the floor of the New York Stock Exchange. —AFP

Deutsche Telekom sticks 
to forecasts as profits ebb
FRANKFURT: Network operator Deutsche Telekom was unde-
terred yesterday from its optimism for 2019, even as it reported
falling profits last year and looked ahead to massive investments in
5G networks and a hoped-for merger with Sprint in the US. Net
profit at the Bonn-based giant fell 37.4 percent to 2.2 billion euros
($2.4 billion), a slump the group said was mainly down to a fatter
bottom line in 2017 thanks to tax reforms in the US.

Operating, or underlying profit also dropped 8.9 percent to
21.8 billion euros, although revenues grew 0.9 percent to reach
75.7 billion — in line with forecasts from analysts surveyed by
Factset. “We’re swimming against the trend across the telecoms
sector” with “excellent numbers,” chief executive Tim Hoettges
said at a press conference. Looking to 2019, the group said it
would stick to a forecast path set last year of average annual in-
creases in revenue of between one and two percent until 2021,
with adjusted operating profit projected to add between two and
four percent each year.

Telekom highlighted strong performance at its T-Mobile US di-
vision as a powerful growth motor for the firm, as revenue grew 6.8
percent, to $43.1 billion (38 billion euros), while operating profit in-
creased almost twice as fast, rising 13.6 percent to reach $11.9 bil-
lion. The group is still waiting for American competition watchdogs’
go-ahead for the US division to merge with competitor Sprint, hop-
ing to complete the tie-up in the first half of this year.

Meanwhile the former public provider — privatized in 1996 —
said it plans 13 billion euros of investments in 2019, an “unremarkable”
sum for the sector, Hoettges said. This year, the biggest cash pit will
be building out next-generation 5G networks in Germany, with op-
erators set to bid from March on the needed spectrum. —AFP

Brazil sees $300bn in 
savings over 10 years 
with pension reform
BRASILIA: Brazil expects to save more than $300 billion over 10 years
through a bill presented to Congress Wednesday that aims to overhaul the
country’s unsustainable pension system, the government said. The bill, which
requires constitutional changes to impose a minimum retirement age and ex-
tended pay-in periods for workers in both the public and private sectors, is
a crucial plank of right-wing President Jair Bolsonaro’s plan to overhaul Latin
America’s biggest economy.

Bolsonaro personally delivered the much-anticipated text to Congress,
where he was jeered and booed by leftist deputies in the opposition. “We
are all counting on your abilities and your patriotism to save the Brazilian
economy. We don’t have any other option,” he told the lawmakers. Bolsonaro
was to address the nation on the issue later Wednesday. Earlier this week he
warned that pension spending would break Brazil’s finances within four years
if changes are not adopted. In Brazil’s biggest city of Sao Paulo, around a
thousand people protested the “end of Brazil’s pension system” in a first sign
of how unpopular the changes might be.

Retiring at 50-something 
Injecting pro-business vigor and removing sclerotic regulations were

principal election pledges that propelled Bolsonaro into the presidency. He
took office seven weeks ago. “We need to change the rules of the pension
system. People are living longer and women have fewer children, which means
that the working population will decrease,” Leonardo Rolim, the official re-
sponsible for pensions at the Economy Ministry, told a news conference.

Brazil is currently one of the few countries that has no minimum retirement
age. Instead, workers can retire after contributing to the pension system for
at least 35 years in the case of men, or 30 for women. Under the proposed
reform, the minimum retirement age would be set at 65 for men and 62 for
women. Full pensions would be paid after 40 years of contributions, with ac-

cess to partial pensions from 20 years of payments. The new system would
be phased in over a 12-year period. The architect of the overhaul is Paulo
Guedes, a US-trained free-marketeer who is Bolsonaro’s economy minister.
He had reportedly initially sought 65 as the minimum age for both sexes be-
fore Bolsonaro decided on a lower limit for women.

He and the government are concerned that Brazil’s aging population will
overwhelm the existing pension system. Official figures show that about nine
percent of Brazilians were over age 65 in 2018 — but will jump to 26 percent
of the population by 2060. “One of Brazil’s problems ... is that there are people
retiring at just over 50, and even younger in some categories such as police
officers and teachers,” observed Marcel Balassiano, an analyst at the Getulio
Vargas Foundation.

Rush to retire 
The prospect of changes for those currently nearing retirement has

prompted many Brazilians to look at doing so early. That was the case of
Silvia Oliveira, a 50-year-old secretary in Rio de Janeiro. “I have paid in for
30 years, but I haven’t reached the minimum age that the government wants.
That’s why I’m seeing if I can retire now, because I’m worried I might be
made to work 12 more years,” she told AFP.

Public spending on pensions accounted for 13.6 percent of GDP in 2017.
If that trajectory is not altered, it could rise to 23 percent in 2060. The gov-
ernment’s room for maneuver has been crimped by a record-breaking 2014-
2015 recession and subsequent tepid growth. The deficit in the pension
system ballooned from 2.1 percent in 2011 to 4.3 percent in 2018.

According to the British economics consulting firm Capital Economics,
the savings generated by the government’s proposed reform would probably
stabilize the public debt ratio at 90 percent of GDP by mid-2020. The pro-
posal “lives up to high hopes ... but history suggests that the legislative
process could take time, and will ultimately result in the bill being watered
down from its current form,” the firm said in a briefing note.

Bolsonaro theoretically can count on a majority in Brazil’s Congress,
drawing on supporters in several parties. But to modify the constitution, he
needs a supermajority of 60 percent of the lower Chamber of Deputies —
308 of the 513 seats. His vice president, Hamilton Mourao, said on Tuesday
that he believed the government already has 250 votes and needs another
60 to 70 to get the bill passed.  —AFP
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