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NEW YORK: US companies have sent home over
half a trillion dollars of cash they held overseas in
2018 to take advantage of tax changes, but data
suggest the pace is slowing, potentially removing a
key source of support for Wall Street.

Dollar repatriation in the July-September period
fell to $93 billion, around half of second-quarter vol-
umes and less than a third of the $300 billion or so
sent home from January to March, US current
account data shows. The repatriation bonanza fol-
lowed new regulations that allowed the US govern-
ment to tax profits accumulated overseas, regardless
of where the money was held. Prior rules allowed
companies to “defer” US tax on worldwide profits
unless they repatriated the money.

The change offered a powerful incentive to bring
home some of the $3 trillion US firms were believed
to hold in jurisdictions ranging from Ireland to
Switzerland, either in cash or in securities such as
US Treasuries.

But investment bank JPMorgan said the flows
were on “a rapidly decelerating trajectory”.

The current account data shows repatriation in
all sectors. Looking at just non-financial companies,
JPMorgan calculates $60 billion was repatriated in
the third quarter, versus $225 billion in the first
quarter and $115 billion in the second quarter.

Because companies had probably already pre-
booked a one-off tax hit for the year, repatriation
will have dwindled further in the last quarter, it
predicted. Repatriation flows are also evident from
data released by the US Treasury International
Capital, or TIC. That shows Treasury bond hold-
ings falling in locations that are well known as
low-tax jurisdictions or overseas bases of US
companies or that host significant fund manage-
ment or custody business.

Ireland, which hosts the European hubs of US
technology and pharmaceutical companies such as
Apple and Pfizer, saw Treasury holdings drop by
$40 billion between end-2017 and end-October
2018, TIC data released on Dec. 17 shows. The hold-
ings fell by over a tenth in January-October to
$287.6 billion.

Shrinking repatriation is likely to affect markets,
because the flows helped fund this year’s record $1
trillion in US share buybacks. A Jefferies analysis of
a Federal Reserve paper looking at the use of repa-
triated cash concluded it had significantly enhanced
buybacks, effectively placing a floor under stock
markets. But US equities have endured a dismal few
months as worries have grown for economic growth.
The last quarter of 2018 has been the worst for the
S&P500 index since the end of 2008 when the
Lehman Brothers crisis erupted.

Should flows dwindle further, “the extra boost
that US repatriation provided to US equity and
bond markets via share buybacks and corporate
bond redemptions would likely dissipate next year,”
JPMorgan told clients. Bond markets meanwhile saw
reduced issuance, as companies drew instead on
repatriation proceeds.

The 10 biggest US multinationals, including six
tech companies, sold zero bonds in 2018, after rais-
ing $80 billion annually on average in the previous
three years, Goldman Sachs said, noting this had
supported bond performance in 2018. The dollar
may be affected less-a significant part of the off-
shore-held cash is already believed to be in dollars,
whether cash or Treasuries. However, repatriation
probably supported the currency at the margins by
tightening dollar supply outside the United States,
so dwindling flows could act as another drag on the
greenback. — Reuters 
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TOKYO: Former Nissan boss Carlos Ghosn will be spend-
ing the beginning of 2019 behind bars after a Tokyo court
yesterday extended his detention through to January 11.

The move comes after Japanese prosecutors re-arrest-
ed Ghosn for fresh allegations on December 21, dashing his
hopes of being home for Christmas. “The decision to
extend the (detention period) was issued today. The
detention expires on January 11,” the Tokyo District Court
said in a statement.

The growing case against the auto tycoon represents a
stunning reversal of fortune for a man once revered in
Japan and beyond for his ability to turn around automak-
ers, including Nissan.

Since his stunning arrest on November 19, the twists
and turns of the case have gripped Japan and the business
world and shone a light on the Japanese legal system,
which has come in for some criticism internationally.
Authorities are pursuing three separate lines of enquiry
against the 64-year-old Franco-Lebanese-Brazilian exec-
utive, involving alleged financial wrongdoing during his
tenure as Nissan chief. They suspect he conspired with his
right-hand man, US executive Greg Kelly, to hide away
around half of his income (some five billion yen or $44 mil-
lion) over five fiscal years from 2010.

They also allege he under-reported his salary to the
tune of four billion yen over the next three fiscal years-
apparently to avoid criticism that his pay was too high.

The extension that prosecutors won Monday allows
them to continue investigating a complex third claim that
alleges Ghosn sought to shift a personal investment loss
onto Nissan’s books. As part of that scheme, he is also
accused of having used Nissan funds to repay a Saudi
acquaintance who put up collateral money. Prosecutors
have pressed formal charges over the first allegation but
not yet over the other accusations.

‘Cup noodle’ 
Yesterday’s extension deals a new blow to Ghosn’s

hopes of being released from the Tokyo detention center
where he has been held since his shock arrest. Earlier this
month, he appeared on the verge of winning bail after a
court rejected a request from prosecutors to extend his
detention on the second allegation against him.

But by filing the new claims, prosecutors were able to
restart the clock on his detention.

The once jet-setting executive, who denies any wrong-
doing, was initially held in a tiny single cell but has now
reportedly been moved to a more comfortable room.

He has complained about the cold and the rice-based
menu, sources say, though he has told embassy visitors he
is being well-treated although he has shed a lot of weight.
According to the Asahi Shimbun daily, Ghosn will be
offered cup noodles on New Year’s Eve-based on the
Japanese tradition of eating noodles at the turn of the year
to wish for a long life.

He will reportedly be allowed access to his lawyers on
January 2 and 3, which are both Japanese holidays.

‘Dark side’ 
While he has failed to win bail, his alleged accomplice

Kelly won a court-ordered release on Christmas Day.
Kelly’s bail conditions prevent him from leaving Japan, and
he is reportedly now seeking treatment for a spinal condi-
tion at a Japanese hospital.

Ghosn’s lengthy detention has sparked criticism, espe-
cially from abroad, but Japanese prosecutors have defend-
ed the legal system, which allows suspects to be “re-
arrested” several times over different allegations. And his
arrest has laid bare tensions in the alliance he helped forge
between Nissan, Mitsubishi Motors and France’s Renault.

While Nissan and Mitsubishi Motors swiftly ousted
Ghosn from his leadership posts after his arrest, Renault
has responded more cautiously to the allegations.

The French firm has also repeatedly called on Nissan to
hold a shareholders meeting, and is reportedly seeking
increased representation on the board of the Japanese

automaker. Nissan has rejected the calls for a shareholder
meeting at this stage, and says it is waiting until a commis-
sion looking into governance at the firm releases its find-
ings. The Japanese automaker has also so far failed to
agree on who should succeed Ghosn as chairman.

While the tycoon was once so beloved for his role in

turning around Nissan that he was immortalised in manga
comic form, his former colleagues have since harshly criti-
cized him.

Nissan’s CEO Hiroto Saikawa, a one-time Ghosn pro-
tege, has accused his former boss of accruing too much
power and referred to his tenure’s “dark side.” — AFP
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Dollar drifts in 
year-end trade 
as clouds gather 
LONDON:  The dollar was broadly steady in thin
year-end trading yesterday with the Australian dollar
leading gainers as tensions over a trade dispute
between the United States and China faded on
expectations of progress in trade talks. The Australian
dollar gained 0.4 percent to $0.7063 but on the year
is down 10 percent. The Aussie has suffered against
the greenback this year due to tensions between the
world’s two biggest economies because of its status
as a currency highly correlated to global trade.

In a tweet which provided relief to financial mar-
kets, US President Donald Trump said on Sunday that
he had a “long and very good call” with his Chinese
counterpart Xi Jinping and that a possible trade deal
between the United States and China was progressing
well. The dollar was broadly steady at 96.43 but is set
to close the year up nearly 5 percent against its rivals
on trade tensions and rising interest rates.

China and the United States have been in a trade
war for much of 2018, shaking world financial markets
as the flow of hundreds of billions of dollars’ worth of
goods between the world’s two largest economies has
been disrupted by tariffs. Going into 2019, the out-
look for the dollar is more subdued with growing
expectations that a three-year rate hiking cycle in the
United States has come to a close. Markets currently
expect no rate hikes next year.

“Along with growing expectations of no more rate
hikes, the familiar issues of the twin deficits is expect-
ed to weigh on the dollar next year,” said Alvin Tan, a
currency strategist at Societe Generale in London.
The dollar has been relatively stable going into the
end of 2018 despite falling US Treasury yields. The
US 10-year Treasury bond yield was at 2.71 percent
on Monday, having fallen nearly 30 basis points in
December.

The euro was last quoted at $1.1440, flat versus
the dollar. Although the single currency has gained
versus the dollar in recent weeks, economic growth
and inflation in Europe remain much weaker than the
European Central Bank’s expectations. The euro is set
to lose nearly 5 percent versus the dollar in 2018.

Elsewhere, sterling, which has been battered this
year by Brexit woes, rose to a three-week high in
quiet trade. It rose 0.3 percent at $1.2732 but has
lost more than 6 percent of its value versus the dol-
lar this year. — Reuters 

TOKYO: Pedestrians looking at a television news program featuring former Nissan chief Carlos Ghosn, in
Tokyo in this file photo. Ghosn will be spending the beginning of 2019 behind bars after a Tokyo court yester-
day extended his detention through to January 11, local media reported. — AFP

Hong Kong stocks 
gain over 1% in 
shortened session
HONG KONG: Hong Kong shares climbed over 1 percent
yesterday, closing an otherwise bearish 2018 on a firm
note, on the back of optimism about Sino-US trade rela-
tions, and gains in technology stocks.  The Hang Seng
index rose 1.3 percent to 25,845.70, while the Hang Seng
China Enterprises index gained 1.3 percent. The market is
closed in the afternoon on New Year’s Eve. 

The Hang Seng lost 13.6 percent of its value this year,
the worst decline since 2011. The market tracked the sorry
state of the Chinese stock market in 2018, whose blue-chip
index was the worst performer in Asia. H-shares also shed
13.5 percent in 2018. The Hang Seng recorded a 2.5 per-
cent fall in December, and lost almost 7 percent this quar-
ter, while H-shares accumulated losses of 4.7 percent in
December and 8.1 percent in the fourth quarter of 2018. 

Gains were seen across the board yesterday. The sub-
index tracking the financial sector ended the session 1.4
percent higher, the property sector rose 1.3 percent, while
energy stocks added 1.5 percent, due to firmer oil prices.

US-China trade relations look amicable ahead of the New
Year. Presidents Donald Trump and Xi Jinping talked over
the phone on Sunday, and expressed willingness to strike a
trade deal afterwards. The two leaders called a 90-day
ceasefire in the trade war at the start of the month.  The
Hang Seng’s sub index for the I.T. hardware makers , which
were caught in the trade war crossfire earlier this year,
ended the session up 1.7 percent.  The phone call between
Trump and Xi was the main driver behind Hong Kong
stocks’ performance yesterday, said Ben Kwong, head of
research at KGI Asia, adding that: “The market expects
more progress in the US-China trade talks. 

That, and the festive atmosphere, pushed the main
(Hang Seng) index higher in today’s half-day trading.” The
sub index tracking the information technology sector
climbed 1.2 percent, thanks to a rally in shares of Tencent
Holdings, the most actively traded stock in Hong Kong.
Tencent climbed after China approved the release of 80
new video games on Saturday, ending a freeze on games
for much of 2018. The news helped Tencent’s shares gain
even though the company’s games were not in the
approval list. 

“I think 80 is a relatively small number, but it marks a
change in policy,” said Steven Leung, director of sales at
brokerage UOB Kay Hian in Hong Kong. “There will prob-
ably be more approvals, gradually coming out, at the start
of next year.”  Chinese economic growth, another driver
forHong Kong equities, continues to look lackluster. In

December, the country’s factory activity contracted for the
first time in more than two years, but services activity
picked up after a two-month slowdown, according to offi-
cial data released yesterday morning.  The top gainer on
the Hang Seng was Country Garden Holdings Co Ltd,
which gained 6.4 percent.  

The top gainers among H-shares were China Tower
Corp Ltd , up 3.5 percent, followed by China Petroleum &
Chemical Corp, gaining 3.3 percent, and CRRC Corp Ltd ,
up 2.4 percent.  The short and one-factor leveraged Hang
Seng index, which is designed to replicate the payoff of a
short or leveraged portfolio and is linked to the movements
of the Hang Seng Index, was lower by 1.3 percent on the
day at 5,358.44 points. — Reuters 

Kenyan GDP
growth at 6%
in Q3 2018
NAIROBI: Kenya’s economy expand-
ed faster in the third quarter of this
year than in the same period last year
due to strong performance in the
agriculture and construction sectors,
the statistics office said yesterday.

The Kenya National Bureau of
Statistics said the economy grew 6
percent in the third quarter of 2018,
compared with 4.7 percent in the
same period in 2017. It said the agri-
culture sector expanded by 5.2 per-
cent compared with 3.7 percent in the
third quarter of 2017, helped by bet-
ter weather. “Prices of key food crops
remained low during the quarter
compared to the corresponding quar-
ter of 2017, an indication of relative
stability in supply,” KNBS said.

Manufacturing grew by 3.2 per-
cent from a 0.1 percent contraction in
the third quarter of 2017, KNBS said.
It said that the electricity and water

supply sector grew by 8.5 percent
from 4.5 percent in the third quarter
of 2017, mainly due to a big increase
in the generation of electricity from
hydro and geothermal sources.

Gross foreign reserves increased
to 1,222.5 billion from 1,085.6 billion
in the same period of last year.

The current account deficit nar-

rowed by 23 percent to 116 billion
Kenyan shillings ($1.14 billion), it
said. This was mainly due to lower
imports of food and higher value of
exports of goods and services. The
government forecasts that the econ-
omy will expand by 6.2 percent in
2019, up from a forecast 6.0 percent
this year. — Reuters

A euro curse? 
European banking 
stocks’ lost decades
LONDON: Fearing his country’s pay-as-you-go pension
scheme is unsustainable, a 40-year old French engineer -
let’s call him Jean Dupont - makes a New Year resolution.

Hoping the introduction of the euro the next day will
mark a new era of prosperity for the European economy,
Dupont decides to invest in the bloc’s banking sector
every single trading day for the next two decades. His
strategy is simple: buying and holding on what he believes
is the best proxy to play the region’s dynamic economy.

And why not? Europe is expanding at its fastest rate in
about 10 years, Germany has turned its economy around
since reunification in 1990 and, with more than 10 Eastern
and Central European countries queuing up to join the EU,
there seems to be no shortage of growth on the horizon.

Moreover, a dot-com boom is fuelling belief in a prom-
ising IT-based “new economy”.

What could possibly go wrong?
Paris, December 31, 2018:
Now 60, Dupont must come to terms with the fact that

his investment strategy has misfired horribly.
Excluding dividends, he finds that he has lost money on

his 20 years of daily investments in the euro zone banking
sector a staggering 98.5 percent of the time.

Only about 1.5 percent of his investments were made at
a lower level than the index’s close on Dec. 28, 2018. He is
not sure who to blame.

The great financial crisis of 2008 seems a credible cul-
prit. But his American cousin Jonathan Bridges, who 20
years ago followed a parallel strategy of daily investments
in the US banking index, has had a success rate of about 50
percent. That’s even though the subprime loans that were a
major factor in the crisis were centred on the United States.
Dupont might also look for clues in the euro zone econo-
my’s sluggish growth rate, the sovereign debt crisis of 2011
or ultra-low, and at times negative, interest rates.

But none of that can fully explain to him why the bloc’s
banking index has lost about two-thirds of its value over
20 years. If he wasn’t such a rational man, he’d almost think
the euro was cursed. — Reuters

A farmer works in his farm in Nyeri County, Central Kenya. 


