
Stocks cautious 
as investors 
focus on weak 
economic data
LONDON: Investors were sticking to the
sidelines yesterday as positive sentiment over
a resumption of US-China trade talks was
offset by weaker global economic data,
traders said. 

In Europe, both the French blue-chip
CAC 40 index and Frankfurt’s DAX 30 trod
water, even if London’s FTSE index outper-
formed the pack and added half a percent-
age point. On the other side of the Atlantic,
Wall Street opened almost unchanged, but
subsequently fell into negative territory
amid lingering trade uncertainty. “Sentiment
appears a bit cautious following the release
of disappointing global data and after the
US threatened new tariffs on the EU,” said
Forex.com analyst Fawad Razaqzada.  “But
with G20 and OPEC meetings behind us, the
focus is turning back to economic data for
market participants.”

Financial markets had taken cheer on
Monday after US President Donald Trump
and his Chinese counterpart Xi Jinping
agreed to kick-start trade negotiations, but
key questions remained unresolved, including
on tech trade and intellectual property.
Trump’s notorious unpredictability also made
investors more reluctant to place their bets,
analysts said.

“The US and China are going to enter a
new phase of negotiations,” said Tangi Le
Liboux, a strategist at the Aurel BGC broker-
age in Paris.  “We will have to see over com-

ing weeks whether there is real progress in
these talks. Don’t forget that Donald Trump
can put a question mark over everything with
just a single Tweet.” Among the weaker
macroeconomic data, US manufacturing hit a
32-month low amid weakening demand,
Germany’s key machine-tool sector sharply
downgraded its forecast for this year in the
face of Brexit and the US-China trade con-
flict, and British construction activity con-
tracted at its fastest rate in a decade. 

Observers suggested such weak data
could put further pressure on central banks
to provide support to economies with fresh
stimulus.  Australia’s central bank yesterday
lowered the cost of borrowing for the sec-
ond-straight month, bringing interest rates to
a new historic low. In the US, the Federal
Reserve is widely tipped to cut interest rates
at its next policy meeting this month. The

release of a US jobs report Friday will be
closely followed as a weak reading could
boost the case for a big reduction.

In the eurozone, however, policymakers at
the European Central Bank don’t see a need
to rush into a rate cut, Bloomberg reported.
“Stocks may see the next catalysts stem
from deteriorating economic data that will
support the arguments for the Fed to deliver
a stronger commitment to easing and for the
other major central banks to step up their
efforts,” said OANDA market analyst
Edward Moya.

On the oil markets, prices retreated slight-
ly, after OPEC agreed Monday to extend by
nine months daily oil output cuts aimed at
supporting prices and soaking up excess
supplies, following last weekend’s G20 pact
between cartel kingpin Saudi Arabia and
non-member Russia. — AFP

LONDON: British Finance Minister Philip
Hammond warned yesterday that a disor-
derly UK departure from the European
Union could result in a £90 billion ($114 bil-
lion, 100 billion euros) “hit” to the treasury.
“The government’s analysis suggests that in
a disruptive no-deal exit, there would a be a
hit to the exchequer of about £90 billion
pounds,” he told a committee of MPs.

“That will also have to be factored in to
future spending and tax decisions.”
Hammond also pushed back against pro-
posed tax cuts and spending increases by
the two candidates-ex-London mayor Boris
Johnson and foreign minister Jeremy Hunt-
vying to become the next prime minister.  

He said tens of billions of pounds put
aside to deal with a no-deal Brexit should
not be earmarked for other purposes, after
the pair outlined their plans to reduce taxes
and raise public spending.

Hammond’s comments also follow both
contenders to replace outgoing premier
Theresa May repeatedly warning they
would be willing to take Britain out of the
EU without an agreement at the latest
delayed deadline of October 31.  “We’ve
built up around £26-27 billion pounds of
fiscal headroom, and the purpose of having
that headroom is precisely to protect the
UK economy from the immediate effects of
a possible no-deal exit,” he added.

“I have no doubt whatsoever that in a
no-deal exit we would need all of that mon-
ey and more to respond to the immediate
impacts of the disruption. “That would

mean that there is no money available for...
either tax cuts or spending increases.”
Hammond, who is almost certain to leave his
post after a new Conservative leader and
prime minister is selected by party mem-
bers this month, hinted he may work to
block a no-deal Brexit in parliament.

“It would be wrong for a British govern-
ment to seek to pursue no deal as a policy,”
he said.

“I believe that it will be for the House of
Commons, of which I will continue proudly
to be a member, to ensure that that doesn’t
happen.” 

Construction 
Britain’s Brexit crisis tipped the country’s

construction industry into its sharpest fall in
a decade in June, a survey showed yester-
day, in a stark sign of how quickly the
world’s fifth-biggest economy is slowing.
The IHS Markit/CIPS construction
Purchasing Managers’ Index (PMI) plunged
to 43.1, the lowest reading since April 2009
when the country was gripped by the glob-
al financial crisis and way below any fore-
cast in a Reuters poll of economists.

The yield on 10-year British government
bonds sank to its lowest level in nearly
three years as investors, already anxious
about the prospect of a no-deal Brexit
under the country’s next prime minister,
took fright at the scale of the fall.

Construction accounts for only 6 percent
of Britain’s economy and economists say
the PMI surveys can overstate the degree

of turning points in gross domestic product.
But there have been other signs that overall
activity has stalled, and possibly even con-
tracted, in the second quarter.

On Monday, a PMI for Britain’s manufac-
turing sector-which represents 10 percent
of the economy-also showed a fall in activi-
ty in June as the global economic slowdown
hit demand for exports, adding to the drag
from Brexit worries. Bank of England data
meanwhile revealed the slowest growth in
five years in borrowing by consumers,
whose spending has helped cushion the
economy from Brexit.

Samuel Tombs, an economist with con-
sultancy Pantheon Macroeconomics, said
the construction survey was “a worrying
sign that the damage wrought by Brexit
uncertainty is building”.

The hit was felt across the breadth of the
sector: homebuilding shrank for the first
time in 17 months, commercial work fell for
the sixth consecutive month and civil engi-
neering contracted by the most since
October 2009. Shares in UK housebuilders
Persimmon, Taylor Wimpey and Barratt
Developments all fell while the broader UK
stock market was up. Tim Moore, associate
director at IHS Markit, said it was “almost
impossible to sugarcoat” the survey.

“In particular, new orders dropped to
the largest extent for just over 10 years,
while demand for construction products
and materials fell at the sharpest pace since
the start of 2010,” he said.

There was one potential silver lining: job

cuts were marginal and some firms said
they had retained staff in anticipation of a
recovery in sales. Tombs at Pantheon
Macroeconomics said the sector could
experience a quick recovery around the
turn of the year, if the Brexit deadline of
Oct. 31 is delayed again. In campaigning for
the leadership of the ruling Conservative
Party, both candidates to replace Theresa
May as prime minister have said they are
prepared to take the country out of the

European Union without a transition deal if
necessary.

The second-quarter slowdown in the
economy contrasts with a strong start to
2019, when companies rushed to get ready
for the original March 29 Brexit deadline.

A PMI for Britain’s dominant services
sector, which is due to be published
today, is expected to show only marginal
growth in June, according to economists
polled.  — Agencies
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Brexit impasse wallops UK construction industry: Survey 

British finance minister warns 
of £90bn no-deal Brexit ‘hit’

TOKYO: Pedestrians walk past an electronic stock indicator showing the Tokyo stock’s clos-
ing rate in Tokyo yesterday. —AFP

Brazil meat
giants surge on 
trade deal, 
worries persist
RIO DE JANEIRO:  Shares in Brazilian meat
processing giants BRF and JBS rose sharply
Monday after the signing of a historic trade
deal that will open the European Union to
South American agricultural products.

The EU and Mercosur trade bloc countries
Argentina, Brazil, Paraguay and Uruguay
sealed a pact Friday, ending 20 years of talks
over one of the world’s biggest regional com-
mercial agreements.

Shares in BRF, one of the world’s largest
food companies, soared nearly nine percent
on Brazil’s Bovespa, while its rival JBS gained
5.5 percent, outstripping gains on the bench-
mark index. 

While investors welcomed the accord,
Brazilian farming experts expressed concern
over the potential for excessive use of the
deal’s “precautionary principle” for food
safety that enables European authorities to
suspend approval for products if they per-
ceive a risk to human, animal or plant health,
even in the absence of conclusive scientific

evidence.  “Historically Brazil has always been
opposed to the inclusion of the precautionary
principle, an EU demand, both in the World
Trade Organization negotiation rounds and in
bilateral talks,” said Pedro Camargo Neto, a
former president of the Brazilian Rural
Society. 

“In our view the rules already in place
under the WTO multilateral agreement have
been and still are sufficient to guarantee the
health and safety of the people of the
European Union,” added the ex-agriculture

ministry official.  A spokesman for the
Brazilian Association of Meat Exporting
Industries said a meeting between industry
representatives and the government would be
held today in the capital Brasilia to “assess
the possible impacts” of the precautionary
principle.  “Everything has been negotiated to
shield Brazil against the inappropriate use of
this instrument,” Pedro Miguel Costa e Silva,
in charge of regional negotiations in the for-
eign ministry, was quoted by the economic
daily Valor as saying Monday. — AFP

RIO DE JANEIRO: Shares in food giant BRF soared nearly nine percent on Brazil’s Bovespa
Stock Exchange, while its rival JBS gained 5.5 percent following news of the Mercosur trade
deal with the European Union. —  AFP

British Finance Minister Philip Hammond 

US proposes
$4bn in tariffs 
on a range 
of EU goods
WASHINGTON: The United States on
Monday proposed $4 billion in tariffs on a
range of European Union products-
including parmesan cheese and Scotch
and Irish whiskey-over subsidies for com-
mercial aircraft. The list also includes
sausages, hams, pasta, olives and many
other cheeses including reggiano, pro-
volone, edam and gouda.

“Today, the Office of the US Trade
Representative is issuing for public com-
ment a supplemental list of products that
could potentially be subject to additional
duties,” it said in a statement.

The potential tariffs are due to “EU

subsidies on large civil aircraft,” the state-
ment said. “This supplemental list adds 89
tariff subheadings with an approximate
trade value of $4 billion to the initial list
published on April 12, which included tariff
subheadings with an approximate trade
value of $21 billion,” it added.

For more than 14 years, Washington
and Brussels have accused each other of
unfairly subsidizing aviation giants Boeing
and Airbus, respectively, in a tit-for-tat
dispute that long predates US President
Donald Trump’s time in office. The Boeing-
Airbus spat is the longest and most com-
plicated dispute dealt with by the World
Trade Organization, which aims to create a
level playing field in global trade.

Trump has made taking aim at what he
views as unfair trade practices that disad-
vantage the US a key goal of his presidency,
and tariffs are his favored tool for doing so.
The latest chapter in the US-EU trade spat
comes amid a trade war between
Washington and Beijing that has seen the
two sides impose tariffs on hundreds of bil-
lions of dollars in two-way trade. — AFP

Cyprus takes
legal action
against firms
in Turkey 
NICOSIA: Cyprus has launched legal
proceedings against three firms that it
accuses of supporting illegal Turkish oil
and gas exploration in its waters, a for-
eign ministry official said yesterday.

“We have already initiated legal pro-
ceedings against companies cooperating
with the TPAO,” an official at Cyprus’s
foreign ministry said, referring to
Turkey’s national energy firm. The official
said three companies and their execu-
tives were the subject of the legal action,
without specifying the names or domi-
ciles of the firms, or the jurisdiction
where the complaint was filed. 

The discovery of huge gas reserves in

the eastern Mediterranean has fuelled a
race to tap underwater resources and
stoked long-standing tensions between
EU member Cyprus and Turkey. The
island is divided between the interna-
tionally recognized Republic of Cyprus
and a breakaway state set up after a
1974 Turkish invasion following a coup
sponsored by the military junta then rul-
ing Greece.

Cyprus had previously issued arrest
warrants for the crew of a drilling vessel,
the Fatih, which was deployed by Turkey
to search for gas and oil in waters con-
sidered part of the EU state’s exclusive
economic zone (EEZ).

The Cypriot foreign ministry official
said yesterday that between 10 and 20
individuals, firms and executives were
now subject either to arrest warrants or
other legal action, including non-Turkish
persons or entities. All these actions
were in relation to the deployment of the
Fatih in Cyprus’s EEZ, the official said,
warning that similar action would be tak-
en in the event of an anticipated breach
by a second drill ship, the Yavuz. —AFP 

Italy 2019
deficit set for
2%, Conte 
tells Brussels
BRUSSELS: Italy’s public deficit is “per-
fectly on track” to reach 2.04 percent of
gross domestic product in 2019, Prime
Minister Giuseppe Conte said yesterday, a
level that would cut short any EU discipli-
nary procedures. “We’re on track with the
forecasts that we’ve made,” Conte told
journalists in Brussels.

“You’ll remember the famous 2.04 per-
cent for 2019, well we’re perfectly on
track.” Rome and Brussels had initially
agreed on the 2.04-percent figure in
December, but the Italian government was
forced to raise the forecast to 2.4 percent

in March given the deteriorated economic
outlook.  The cabinet calculated at a budg-
et meeting late Monday that some 6.24 bil-
lion euros ($7.0 billion) of additional rev-
enues would now be coming in this year,
while expenditure would rise only by an
extra 130 million euros. Furthermore, a
huge chunk of money earmarked for early
retirement payments and a citizens’ income
for the less well-off has been frozen due to
lower than expected demand.

So, the overall deficit for this year would
be around 7.6 billion euros lower than
anticipated, the cabinet said in a statement
late Monday. “The best thing that we tell
Italian citizens is that we’re not cutting
social or other spending, these are addi-
tional receipts,” Conte said. “We made
prudent estimates for some elements... this
is an update to our accounts.” On June 20,
Conte had already suggested that Rome
would achieve a deficit ratio of 2.1 percent
this year, while the EU Commission is pen-
cilling in a figure of 2.5 percent for the
bloc’s fourth-largest economy.  — AFP 


