
Sterling bounces 
on Brexit 
uncertainty
LONDON: Sterling bobbed up and down
yesterday as Brexit-related reports that kept
traders guessing about how the situation was
developing, dealers said. In what has already
been a topsy-turvy week, the pound was cat-
apulted on Tuesday to the highest levels
against the dollar and euro since May, pro-
pelled by Brexit deal hopes that subsequently
appeared to be fading somewhat.

Following early losses yesterday, sterling
bounced back and was still trading at elevat-
ed levels later in the day. “The pound is once
again finding support, reaching new five-
month highs this Wednesday when it touched
$1.2840, as currency markets move to price in
increased chances of a deal being reached
between the UK and the EU,” said Ricardo
Evangelista a senior analyst at ActivTrades.

The European Union’s chief Brexit nego-
tiator Michel Barnier nonetheless warned
senior officials that “significant issues” remain
in the way of efforts to agree a deal with
London on the eve of a key summit. London
stocks lapsed into the red in initial trading
and remained there in afternoon exchanges.
Asian and other European stock markets
experienced mixed fortunes as traders eyed
signs of China-US tensions over Hong Kong.

In the US, stocks were slightly lower in
opening trade after data showed that con-
sumers spent less in September, breaking a
seven-month increase.

‘Hopes dashed’ of deal 
“Fresh uncertainty in relation to Brexit has

hit sentiment” in Britain remarked analyst
David Madden at CMC Markets UK. “It was
reported the EU said a deal was impossible
unless the UK moves, which has dashed
hopes for the possibility of an agreement
being reached soon.

“Much of the major gains that were made
yesterday were driven by the prospect of a
deal being achieved, so now some dealers are
reversing their positions.” Irish Prime
Minister Leo Varadkar, speaking before lead-
ers of the bloc’s member states meet today
and tomorrow, said he remained hopeful that
Britain would secure a deal. Officials said
talks could always resume next week and a
special summit be called just in time for
British Prime Minister Boris Johnson to fulfil
his pledge to take Britain out of the EU on
October 31.

Hong Kong’s stock market climbed after
suffering a brief mid-session drop after the
city’s leader Carrie Lam was forced to aban-
don a State of the Union-style policy speech
owing to heckling by opposition lawmakers.

If approved by the Senate, the law would
end the Hong Kong-US special trading status
unless the State Department certifies annually
that city authorities are respecting human
rights and the rule of law. Adding to unease
was a report saying China wanted the US to
remove the threat of new tariffs slated for
December before it could ramp up its pur-
chase of agricultural goods, which was part of
last Friday’s agreement.

The Bloomberg News story cited sources
as saying Beijing would not buy the $40-$50
billion of products Donald Trump claimed it
would unless the levies were lifted. — AFP 

BRUSSELS: The EU’s powerful anti-trust
authority yesterday ordered US chipmaker
Broadcom to immediately halt uncompeti-
tive sales practices, using an unprecedented
weapon against US big tech.

The European Commission took the
extremely rare move of ordering interim
changes from one of Silicon Valley’s pioneer
companies while the EU investigation is still
under way, citing “irreparable” threats to
competition. The move comes at a delicate
time in transatlantic relations and risks rais-
ing the hackles of US President Donald
Trump, who has accused the EU repeatedly
of unfairly targeting US giants. It also falls
two days before $7.5 billion worth of
European goods will be slapped with US
tariffs in retaliation for illegal EU subsidies
to Airbus, the planemaker.

EU Competition Commissioner
Margrethe Vestager warned that
Broadcom’s behaviour “is likely, in the
absence of intervention, to create serious
and irreversible harm to competition”.

“We have strong indications that
Broadcom, the world’s leading supplier of
chipsets used for TV set-top boxes and
modems, is engaging in anticompetitive

practices,” she said.

Comply then appeal 
Broadcom in a brief statement said it

intended to appeal the decision in the
European courts “and in the meantime
comply with the commission’s order”. With
the order, Vestager significantly stepped up
her scrutiny of US tech giants.
Investigations typically drag on for years
before companies are fined or ordered into
compliance. A landmark case against
Microsoft played out for close to a decade
while a case against Google on its shopping
service took seven years to reach the
penalty phase.

Vestager is considered a scourge of US
big tech, after launching cases against
Google, Apple and Amazon. She will begin
a five-year term at the European
Commission later this year with even more
powers to regulate. The ongoing investiga-
tion centers on Broadcom’s highly popular
TV and modem chipsets, devices that offer
television and internet access to customers
at home or work.

The commission said it has obtained
information that Broadcom might be requir-

ing firms to buy only its components, or
granting them rebates and other advan-
tages if they buy in high volume.

The commission said it had also heard
Broadcom might be bundling products or
deliberately undermining the “interoper-
ability” between Broadcom products and
other products. The commission in June
sent a “statement of objections on interim
measures” to Broadcom requiring it to
swiftly stop such alleged practices and the
company now has just 30 days to imple-
ment the changes.

Big fines 
Meanwhile the anti-trust investigation

against Broadcom will continue, with the
company at risk of major fines that can
technically go as high as 10 percent of
annual sales. In 2009, Intel was fined one
billion euros ($1.1 billion) in a similar case.
Other tech giants have also had to fork out
to the European Union: Google accumulat-
ed eight billion euros in fines, while
Qualcomm was recently fined one billion
euros.  The affair takes place as European
nations prepare to respond to new US tar-
iffs on EU goods after Washington got the

go-ahead from the World Trade
Organization to strike back over state sub-
sidies for Airbus.

The Europeans are expected to retaliate

with their own tariffs next year in a parallel
case involving Boeing, further escalating a feud
that began when Trump imposed tariffs on
steel and aluminium imports in 2017. — AFP
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US chipmaker ordered to halt ‘uncompetitive sales practices’

EU moves against chipmaker 
Broadcom in latest tech salvo

EU Competition Commissioner Margrethe Vestager warned that Broadcom’s behavior
“is likely, in the absence of intervention, to create serious and irreversible harm to
competition”.

LONDON: A journalist poses while looking at a computer screen with the Bloomberg dis-
play showing a rise in the value of the pound sterling against the US dollar in London on
Tuesday. — AFP

Fearful Mexican 
tech startups 
shun spotlight
MEXICO CITY: In Mexico’s burgeoning
startup scene, publicity is the last thing many
entrepreneurs want. Unlike plenty of their
P.R.-hungry counterparts in Silicon Valley,
Mexican startup founders often decline media
interviews, avoid public announcements and
suppress details of financial success.

One big reason: they do not want to
attract criminals. “You are getting yourself in
a position where you could be subject to ran-
som,” entrepreneur Ulises Vazquez said of the
drug-fueled violence and kidnappings that
have scarred society. “You want to have a low
profile to be able to continue with your free-
dom,” he added. Vazquez twice kept quiet on
major startup milestones: when he sold a
stake in his advertising agency Ergos in 2010,
and when the acquiring firm, Matomy , went
public in 2014.

Though understandable, the low-profile
approach is holding back Mexico’s technolo-
gy industry, investors and experts say, making
it harder to attract talent and money, espe-
cially from abroad.

Mexico’s tech sector last year drew only
$175 million in venture capital, according to
the Association for Private Capital Investment
in Latin America. That was dwarfed by Brazil,
the region’s powerhouse, which received $1.3
billion, but also trailed Colombia, which drew
$334 million in venture capital though its
economy is worth about a quarter of
Mexico’s.

Reuters spoke with two dozen investors

and startup founders who acknowledged that
security concerns were widespread in the
tech community and had even pushed some
entrepreneurs abroad.

Illustrating the concern, most declined to
speak on the record. Without publicity, entre-
preneurs struggle to recruit the best, bring in
money and inspire the next generation, said
Daniel Green, a partner at Silicon Valley law
firm Gunderson Dettmer who advises start-
ups across Latin America.

“It certainly stunts the growth,” he said.

“Living at risk”
To be sure, violence is rampant elsewhere

in Latin America, from drug-torn Colombia to
crime-ridden Brazil. But the issue is especially
acute in Mexico due to an escalation of vio-
lence from over a decade ago when the gov-
ernment sent armed forces into the streets to
crack down on the cartels. Around the same
time, drug gangs began branching into extor-
tion. A string of high-profile kidnappings and
murders, including the death of an executive
at broadcaster Televisa killed on his bike dur-
ing a shootout in 2017, rattled the elite. That
has generated business for executive protec-
tion firms, who provide bullet-proof vehicles,
GPS trackers, armed bodyguards and real-
time monitoring.

For startups, the fears may be more per-
ception than reality: there are no known cas-
es of tech entrepreneurs being attacked after
sharing their company’s success.

And some do still announce their deals.
Bismarck Lepe, chief executive of software
company Wizeline, believes his peers are
being over-cautious, despite the horrors
Mexico has suffered.

“Communicating more about your success
helps the community, helps the company,
helps the investors,” said Lepe, who divides
his time between Silicon Valley and Mexico.

“As long as you are not involved in the
drug trade, nothing is going to happen to
you.” Mexican entrepreneur Domingo
Guerra, who founded cybersecurity startup
Appthority in California, said he is not gener-
ally worried about safety when he returns
home. But he did feel uncomfortable after
announcing a funding round. “Folks were ask-
ing how I was going to spend the money,
what I was going to buy first,” said Guerra,
now a senior director at cybersecurity giant
Symantec after the acquisition of his compa-
ny in 2018. “I spent a lot of time explaining
that really none of that money was for the
founders.” One startup founder, assigned a
US Army veteran trained in anti-kidnapping
maneuvers by a firm acquiring his company,
became fed up of having to take a different
route home every day and eventually relocat-
ed with his family to the United States.

Another who founded his startup in the
San Francisco area said American colleagues
were frustrated by his quiet approach due to
fears for his relatives back in Mexico.

“There’s an unofficial tax for operating and
living in Mexico - and that tax is living at
risk,” he said.

From scooter to SUV
Some entrepreneurs have simply faded

from public view. Adolfo Babatz, the chief
executive of Mexican payments company Clip,
was once a staple of the local business press.
In 2018, he gave at least five published inter-
views and graced the cover of business maga-
zine Expansion beside the headline: “Think
big.” He took a different tack this year after
SoftBank pumped about $20 million into his
company, making him among the first Mexican
entrepreneurs to win the Japanese conglomer-
ate’s stamp of approval. Babatz did not
announce the deal and appears to have given
few interviews so far in 2019.  — Reuters 

Europe Inc’s 
recession 
expected 
to deepen 
LONDON: Europe’s corporate reces-
sion is expected to deepen, the latest
forecasts show, as companies struggle
with uncertainties from Brexit, the pro-
tracted US-China trade spat and
Germany’s manufacturing recession.
Companies listed on the STOXX 600
regional index are now expected to
report a drop of as much as 3.7 percent
in third-quarter earnings, worse than the
3 percent fall expected a week ago,
I/B/E/S data from Refinitiv showed.

Earnings that grew by 14.4 percent in
the same quarter a year earlier are seen
posting their worst EPS since Q3 2016
when earnings fell 5 percent. Consensus

for revenue improved slightly with fore-
casts for flat growth, compared with a
fall of 0.3 percent seen last week.
Revenue rose 5.9 percent a year ago
and grew by 3.3 percent in Q2.

Excluding the energy sector, Q3
earnings are expected to fall just 0.3
percent with revenue increasing 3.1 per-
cent, the data showed. As the global
economy falters, investors have braced
for a tough earnings season, which kicks
off in earnest next week and will test the
stock market’s stellar rally this year. The
pan European STOXX 600 index is up
16.6 percent this year.

Companies in the region have been in
an earnings recession since the second
quarter when earnings fell 2.1 percent,
posting their second straight quarterly
fall. About 80 companies are due to
report next week. Q4 forecasts were
reined in, I/B/E/S data from Refinitiv
showed, with EPS expected to grow 9.1
percent, down from 9.6 percent last
week, and revenue seen growing by 3.2
percent, down from 3.4 percent last
week. — Reuters 

Eurozone 
inflation 
drops more 
than foreseen
BRUSSELS: Eurozone inflation dropped
to its slowest pace in nearly three years
in September, more than previously esti-
mated, the European Union statistics
agency said on Wednesday. The drop is
likely to raise new concerns on the state
of the eurozone economy and may
reignite a debate within the European
Central Bank on how to pursue its goal of
keeping inflation close to but below 2
percent over the medium term. 

Eurostat said prices in the 19-country
eurozone rose 0.8 percent on the year,
down from its earlier estimate of 0.9 per-
cent and lower than the market consen-
sus of 0.9 percent. Eurostat also said the
bloc’s trade surplus with the rest of the
world rose to 14.7 billion euros ($16.2 bil-
lion) in August, from 11.9 billion the previ-
ous year, as imports fell more than
exports. 

The revised inflation reading marked a
more pronounced slowdown than
August’s 1.0 percent. It was the lowest
rate since November 2016, when prices
rose 0.6 percent. However, a narrower
inflation indicator, which strips out
volatile energy and unprocessed food

prices and is monitored closely by the
ECB, rose to 1.2 percent in September
from 1.1 percent in August, in line with
earlier Eurostat estimates on Oct. 1.

Excluding energy, food, alcohol and
tobacco, inflation grew 1.0 percent in
September, Eurostat said, confirming ear-
lier figures. The revision of the headline
figure was caused by lower-than-expect-
ed inflation for industrial products,
another worrying sign for euro zone
manufacturers, who are facing drops in
output and in confidence. Prices for
industrial goods, excluding energy, went
up 0.2 percent on the year in September,
Eurostat said, revising its earlier 0.3 per-
cent estimate. Energy prices were con-
firmed falling by 1.8 percent. 

Inflation for service, the largest seg-
ment of the euro zone economy, rose 1.5
percent, in line with previous estimates.
The trade data also released on
Wednesday confirmed manufacturing’s
difficulties. Exports of goods to the rest
of the world fell by 2.2 percent on the
year in August. Imports dropped even
more, 4.1 percent, as global trade ten-
sions seemed to take their toll. Trade
among euro zone states also fell 5.6 per-
cent on the year. 

Despite US threats and sanctions
against global partners, the latest data
showed widening gaps. The EU trade
surplus with the United States grew to
102.7 billion euros in the period from
January to August, from 90.6 billion the
year before.  The EU’s trade deficit with
China grew to 127.4 billion euros over the
same period, from 116.3 billion a year
earlier. — Reuters

LONDON: Europe’s corporate recession is expected to deepen, the latest forecasts
show, as companies struggle with uncertainties from Brexit, the protracted US-China
trade spat and Germany’s manufacturing recession. —AFP


