
LONDON: World shares began 2019 on a downbeat
note, bond yields skidded lower and the Japanese yen
strengthened yesterday as data from China to France con-
firmed investors’ fears of a global economic slowdown.

The US S&P500 and Dow Jones index futures
slipped around one percent and Nasdaq futures fell 2
percent, signaling Wall Street would open in the red on
the first trading day of the New Year after closing 2018
with the worst annual loss since 2008. Weak manufac-
turing-activity surveys across Asia were followed by dis-
appointing numbers in the euro zone, sending MSCI’s
index of world shares 0.4 percent lower.

China in particular was in focus, after factory activity
contracted for the first time in over two years. The gloom
continued in Europe, where the Purchasing Managers’
Index for the eurozone reached its lowest since February
2016. Future output PMIs were at a six-year low .

The data suggests there will be no respite for equi-
ties or commodities after the 2018 losses. A pan-
European share index recovered some losses to stand
0.6 percent lower. The Paris bourse led losses with a 1.4

percent fall, as France’s PMI fell in December for the
first time in two years.

“It’s a continuation of the worries over growth. You
can see them in the Asian numbers, which all confirm
that we have passed peak growth levels,” said Tim
Graf, chief macro strategist at State Street Global
Advisors. The knock-on effects from China’s slowdown
and global trade tensions were rippling across Asia
and Europe, he said.

“I don’t think the trade story goes away, and Europe,
being an open economy, is still vulnerable,” Graf added.
Copper, a key gauge of world growth sentiment, fell to 3
1/2-month lows , while Brent crude futures lost almost 1
percent after shedding 19.5 percent last year .

Commodity currencies’ losses were led by the
Australian dollar. Often used as a proxy for China senti-
ment, the Aussie fell as much as 0.7 percent to its lowest
since February 2016 .

There were also renewed fears in Europe over the
clean-up of Italy’s banks, with trading in shares of Banca
Carige suspended. Carige failed last month to win share-

holder backing for a share issue that was part of a rescue
plan. An index of Italian bank shares fell 2.5 percent.

Safety first 
The stock market rout drove investors into the safety

of bonds. Ten-year German Bund yields slumped to 20-
month lows of 0.16 percent, their biggest one-day fall in
two years. Gold and the yen benefited too. While gold
topped six-month highs, the yen extended its rally
against the dollar to seven-month highs around 108.9 . It
strengthened to 19-month peaks against the euro .

“Traditional safe-haven type flows are going into the
yen. As we see increased volatility (on world markets),
Japanese (investors) are probably repatriating foreign
assets,” said Charles St Arnaud, senior investment
strategist at Lombard Odier Investment Managers.

However, the dollar edged up 0.3 percent against a
basket of currencies, rising half a percent to the euro
and 0.8 percent versus sterling.

The greenback is under pressure from a fall in US
Treasury yields as investors wager the Federal Reserve

will not raise rates again. While the Fed itself still proj-
ects at least two more hikes, money markets imply a
quarter-point cut by mid-2020. Fed Chairman Jerome
Powell may comment on the outlook when he partici-
pates in a discussion on Friday, while manufacturing
and jobs data due Thursday and Friday should also
shed light.

Yields on two-year debt have tumbled to 2.49 per-
cent from 2.977 percent peak in November. Ten-year
yields dived to their lowest since last January at 2.647
percent. The spread between two- and 10-year yields
has in turn shrunk, narrowing last month to the smallest
since 2007 and heading towards an inversion which has
portended recessions in the past.

The German 2-10 yield curve is the flattest since
November 2016 What is clear is that the global syn-
chronized growth story that propelled risk assets high-
er has come to the end of its current run,” OCBC Bank
told clients. “Inexorably flattening yield curves ... have
poured cold water on further policy normalization
going ahead.” — Reuters 
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Oil falls to $53
on economic
fears, growing
supply
LONDON: Oil fell towards $53 a bar-
rel yesterday, under pressure from ris-
ing output in major OPEC and non-
OPEC producers and due to concerns
about an economic slowdown that
could weaken demand.

Russian production hit a post-
Soviet record in 2018, figures showed
yesterday. Other data showed US out-
put reached a record in October and
Iraq boosted oil exports in December.

Brent crude was 33 cents lower at
$53.47 a barrel at 1214 GMT. On Dec.
26, it hit $49.93, the lowest since July

2017. US crude slipped 40 cents to
$45.01. “The omens are far from
encouraging,” said Stephen Brennock
of oil broker PVM, citing rising non-
OPEC supply and the likelihood of fur-
ther increases in oil inventories.

“The current bearish bias will there-
fore continue in the near term and it
stands to reason that oil will struggle
to break out from its current trough,”
he said. However, Nitesh Shah, director
of research at WisdomTree, saw the
prospect of a rebound for Brent
because of an OPEC-led supply cut
that starts this month and moderating
US supply growth.

“We believe we will see an upward
correction,” he said. “Recent weak-
ness in prices should slow the growth
of US shale production.” Oil prices fell
in 2018 for the first year since 2015
after buyers fled the market in the
fourth quarter over growing worries
about excess supply and the econom-
ic slowdown. — Reuters

Data from China to France confirm fears of economic slowdown

Global stocks open 2019 on a downbeat note

SEOUL: South Korea’s Financial Services Commission chairman Choi Jong-ku (3rd right) holds onto a bull during a ceremony celebrating the South Korea stock market’s first trading session of the year at the Korea Exchange in
Seoul yesterday. — AFP

US-China trade 
war takes toll 
on global 
manufacturing
LONDON/HONG KONG: Factory activity
weakened across much of Europe and Asia in
December as the US-led trade war and a
slowdown in demand hit production in many
economies, offering little reason for optimism
as the new year begins. A series of purchasing
managers’ indexes for December released yes-
terday mostly showed declines or slowdowns
in manufacturing activity across the globe.

“We are really seeing a global slowdown
into this year, and in Asia, particularly, export-
oriented countries are hurting,” said Irene
Cheung, Asia strategist at ANZ. “Our expecta-
tion for central banks is that most of them
won’t change policy in 2019 and these num-
bers coming out on the weak side won’t
change that outlook.”

Euro zone manufacturing activity barely

expanded at the end of 2018, providing disap-
pointing reading for European Central Bank
policymakers, just after they ended their 2.6
trillion-euro asset-purchase scheme. Earlier
PMI surveys showed Italy remained in con-
traction territory and was joined by France,
where data showed a first deterioration in
operating conditions for 27 months.

Manufacturing growth in both Germany
and Spain was modest, easing to the weakest
in around two-and-a-half years. British facto-
ries, however, ramped up stockpiling as they
prepared for possible border delays when
Britain leaves the European Union in less than
three months’ time.

The UK manufacturing PMI rose to a six-
month high, stronger than all forecasts in a
Reuters poll of economists. Survey compiler
IHS Markit cautioned the improvement did not
herald a big change in the outlook for Britain’s
stuttering economy-it was caused in large part
by manufacturers stockpiling inputs and fin-
ished goods.

“Despite the headline index rising to a six-
month high in December, the manufacturing
PMI still suggests that the sector stagnated in
Q4,” said Andrew Wishart at Capital
Economics.

Later yesterday, surveys were expected to

show US activity was a tad slower, but still
expanding, in a sign China has suffered more
from trade frictions than the United States. But
world shares started 2019 on a downbeat note,
oil prices and bond yields slid, and the
Japanese yen strengthened on Wednesday as
the factory survey data confirmed the picture
of a global economic slowdown.

China brakes 
In China, the Caixin/IHS Markit PMI

slipped into contraction territory for the first
time in 19 months, broadly tracking an official
survey released on Monday. China’s weak-
ness spilled over to other Asian economies.
Malaysian manufacturing slowed to its weak-
est pace of expansion since the survey began
in 2012, and Taiwan fell to its lowest since
September 2015.

Meanwhile, official economic data out of
Singapore showed its gross domestic prod-
uct grew more slowly than forecast in the
fourth quarter as the city-state’s manufactur-
ing contracted on a quarterly basis. With
growth slowing and inflation below or barely
within target in most countries, Asian central
banks are unlikely to continue their tighten-
ing cycle this year, barring any shocks in cur-
rency markets. — Reuters


