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JOHANNESBURG: Emerging-market curren-
cies will need a reprieve from global trade ten-
sions to strengthen as they head into a new year
filled with uncertainty and a world economy
showing signs of a synchronized slowdown, a
Reuters poll of strategists showed.

US President Donald Trump’s suggestion he
may sign a trade deal with Chinese President Xi
Jinping set off a flurry of optimism that repre-
sentatives from the world’s two largest
economies would might sign a preliminary
agreement soon. The two countries have agreed
to cancel in phases tariffs imposed during their
months-long trade war, the Chinese commerce
minister said yesterday. But no timetable was
laid out. “We retain our skepticism that over the
mid-term horizon emerging markets will be able
to hold to their gains (as) 2020 is likely to be a
challenging year for the global economy,” said
Piotr Matys, senior emerging markets strategist
at Rabobank.

“That said, the prospect of a short-term trade
truce could fuel capital inflows to emerging mar-
kets over the short-term horizon, leading to fur-
ther currency gains,” he said. But if nothing
comes of trade talks or they are postponed once
again, the US dollar may remain resilient.

In Asia, the Chinese yuan is predicted to
weaken against the dollar over the coming year
despite recent gains. The Indian rupee is also
unlikely to recoup this year’s losses. If current
trends hold up, the Russian rouble, up about 8
percent year to date, will end the year as the

best-performing key emerging market currency.
The latest Reuters poll predicted it would be rel-
atively steady at 65.00 per dollar in 12 months.

The Turkish lira, down about 8 percent, is
set to finish 2019 as the second-weakest per-
former after Argentina’s peso, which has been
clobbered by a financial crisis. Problems in
Latin America’s third-biggest economy have
not spread to other currencies in the region, as
some feared. But forecasts for Brazil’s real and
Mexico’s peso reflect caution over a weak eco-
nomic outlook.

Governments in both countries kept public fi-
nances in check this year, but officials have failed
to deliver on promises of healthier growth as pri-
vate investment remained muted.

Mexican businesses are reluctant to begin
major projects, fearing conflict with an adminis-
tration they consider too interventionist. Their
Brazilian peers are still waiting for opportunities
from much-vaunted reforms. A turnaround in
hopes for the global economy is a condition
under which South Africa’s rand usually shines.
If it holds on to the 2 percent-plus gains it has
made this week, it’s likely to top the list of 20
emerging-market currencies tracked by Reuters
on Refinitiv data this month.

Medians from the latest Reuters FX poll fore-
cast the rand will be relatively steady at 14.89/
percent in 12 months. But domestic challenges
lie ahead. Moody’s left South Africa’s credit rat-
ing on the brink of junk status on Friday, when it
revised the outlook on the country’s last invest-

ment-grade credit rating to “negative”. Moody’s
said it revised its “Baa” rating, the lowest rung
of investment grade, because the outlook for
economic growth deteriorated and debt rose.

“I think the rand forecast suggests limited
upside in the South African economy in the next

year-a weak fundamental outlook has been
priced in,” said Elize Kruger, senior economist
at NKC African Economics. A separate Reuters
poll expects South Africa’s economy to grow 1.2
percent in 2020, compared with a forecast for
just 0.6 percent growth this year. — Reuters 

Trade truce may not be enough to 
ignite emerging-market currencies

Austrian Airlines 
to slash jobs 
over ‘brutal 
competition’
FRANKFURT: Lufthansa yesterday said it
was slashing 700 to 800 jobs at its Austrian
Airlines subsidiary, more than a tenth of the
workforce there, to cut costs in the face of
“brutal competition” from rival carriers.
Lufthansa CEO Carsten Spohr said the cull
would help Austrian Airlines, which could end
the year in the red, achieve “savings of 90 mil-
lion euros ($100 million) per year” from the
end of 2021.

The small carrier was locked “in the mother
of all battles” in Vienna with low-cost rivals
Ryanair and Wizz Air, Spohr told reporters in
a conference call after announcing a rise in the
group’s third-quarter revenues. News of the
jobs cull sent shares in Lufthansa soaring by
8.8 percent to 17.6 euros by 1140 GMT, put-
ting it at the top of the blue-chip DAX index
in Frankfurt.

“We have to reposition ourselves to be
able to survive in the brutal competition with
budget carriers,” Austrian Airlines boss Alexis

von Hoensbroech said in a separate statement.
The planned job cuts amount to a loss of 700
to 800 full-time jobs by the end of 2021, out
of a total workforce of 7,000 people, the
statement added. Most of the job losses will
come from not replacing departing workers.
The Lufthansa group-which also includes
Eurowings, Brussels and Swiss airlines-ear-
lier yesterday said it was on track to meet its
full-year outlook despite a “challenging mar-
ket environment”. The carrier booked a net
profit of 1.15 billion euros ($1.27 billion) be-
tween July and September, up four percent
year-on-year.

But the jump was mainly thanks to ac-
counting effects, with the group’s operating
profit adjusted for some one-off items, actu-
ally falling eight percent to 1.3 billion euros.

Lufthansa said it had faced higher than ex-
pected fuel costs that were only partially off-
set by cost-cutting efforts. And like rival
airlines it was grappling with “a general slow-
down in the global economy”, it said in a
statement. Revenues for the period were up
two percent to 10.2 billion euros.

Lufthansa’s chief financial officer Ulrik
Svensson said it was “vital” that the group
took action “to further reduce our costs”.

Aside from the job losses at Austrian Air-
lines, the group is hoping that a renewed
focus on the Vienna hub and aircraft replace-
ments will further trim costs at the struggling
subsidiary. — AFP

Trade-exposed 
Asia FX gains as 
China suggests 
rollback in tariffs
LONDON: Trade-sensitive Asian currencies
gained yesterday after China said Beijing and
Washington have agreed to remove additional
tariffs imposed during their trade dispute. The
Korean won jumped 0.6 percent to trade near
four-month highs. The Chinese yuan strength-
ened about 0.4 percent to trade at 6.98 per dol-
lar in offshore trading.

South Africa’s rand gained 0.4 percent as data
showed net foreign reserves rose in October
from September and President Cyril Ramaphosa
secured around 360 billion rand ($24 billion) of
investment pledges from businesses.

An official from the Chinese commerce ministry
said Washington and Beijing have agreed in the
past two weeks to cancel tariffs in different phases.
Both sides must simultaneously cancel some tariffs
on each other’s goods to reach a phase-one trade
deal, the official said; the proportion of tariffs can-
celled must be the same, and how many tariffs
should be cancelled can be negotiated.

The MSCI emerging-market stocks index
rose 0.23 percent. Chinese stocks closed flat.

Most other Asian markets made slight gains be-
cause of weakness in technology stocks. Istan-
bul-listed shares rose rose 1.3 percent and South
African shares rose 0.3 percent. Analysts warned
of Washington’s reaction to China’s stance.

“China’s desire to roll back more US tariffs is
likely to require more time to negotiate terms,”
Philip Wee, FX strategist at DBS Group, wrote
in a client note.

Optimism over the trade talks ebbed after
Reuters reported on Wednesday that a meeting
between US President Donald Trump and Chi-
nese President Xi Jinping to sign the interim
trade deal might be delayed until December.

“The erratic news flow doesn’t mean progress
isn’t being made - far from it. And in that regard
some optimism is warranted,” Societe Generale’s
Kit Juckes said in a note. “That doesn’t mean the
US is certain to escape further slowdown, or
even recession next year, but it does mean that
a big negative shock is unlikely and maybe that
will continue to put a floor under the most trade-
sensitive currencies.”

The Philippine peso rose 0.3 percent in its
eighth day of gains in the past 10 sessions after
data showed the economy grew more than ex-
pected in the third quarter, fuelled by buoyant
government spending and domestic demand. In-
vestors will look for reaction in Brazil markets after
the real slumped 2 percent on Wednesday. The
country’s biggest-ever oil auction disappointed in-
vestors when only the state-owned oil company
Petrobras and Chinese state companies CNOOC
and CNODC submitted bids. — Reuters

Trump statement on trade deal sets off a flurry of optimism
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