
US factory sector 
in deepest 
slump in more 
than 10 years
WASHINGTON: The US manufacturing sector fell into
its deepest slump in more than a decade in December as
the US-China trade war kept a lid on factory output,
orders and employment, although the long-awaited
Phase 1 deal between Washington and Beijing could limit
further downside. The Institute for Supply Management
(ISM) said its index of national factory activity fell to
47.2 last month from 48.1 in November. It was the lowest
reading since June 2009 and, coupled with readings for
both new orders and factory employment at multi-year
lows, thwarted expectations for a leveling off in the pace
of decline in a sector buffeted by trade tensions. A read-
ing below 50 indicates the sector is in contraction, and
December’s reading marked the fifth straight month
below that benchmark level. Economists polled by
Reuters had been looking for an increase to 49.0.

The manufacturing sector had been under pressure for
much of the second half of 2019, as tit-for-tat tariffs by the
United States and China slowed the flow of goods between
the world’s two largest economies and contributed to a
cooling in the pace of global economic growth.

Last month, the two sides announced they had
reached agreement on a Phase 1 deal, and US President
Donald Trump this week said the accord would be signed
on Jan. 15 in Washington, and talks to cement a wider
Phase 2 deal would begin shortly.

“Global trade remains the most significant cross-
industry issue, but there are signs that several industry
sectors will improve as a result of the Phase 1 trade
agreement,” Timothy Fiore, chair of ISM’s Manufacturing
Business Survey Committee, said in a statement. In addi-
tion to the drag from trade frictions, Boeing Co’s inability
to get its 737 Max jetliner back in service may have been
a factor, especially in the transportation equipment
industry, which was the weakest of the six big industry
sectors, according to Fiore. Boeing will cease production
of the plane this month until regulators allow it to resume
flying in the wake of two crashes, and that could be a
headwind in the coming months that may counter
improvements arising elsewhere from the trade deal.

While ISM’s overall measure of activity in December
was the lowest in more than a decade, Fiore said on bal-
ance the contraction remains relatively shallow. “It’s not
super low,” he said on a conference call. “We’re still in that
range of slight contraction to slight expansion.” —Reuters
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KFH launches purchasing gold biscuits, 
and instant cheque printing services 

NEW YORK/LONDON: Oil prices surged as
much as $3 a barrel as gold, the yen and safe-
haven bonds all rallied on Friday after the US
killing of Iran’s top military commander in an air
strike in Iraq ratcheted up tensions between
Washington and Tehran. Traders were spooked
after the death of Major General Qassem
Soleimani, head of the elite Quds Force who was
also one of Iran’s most influential figures, and by
Iranian Supreme Leader Ayatollah Ali
Khamenei’s vow of revenge.

US Secretary of State Mike Pompeo said the
strike aimed to disrupt an “imminent attack” that
would have endangered Americans in the
Middle East. The most dramatic moves were in
the oil markets, with Brent crude futures leaping
as much 4.5 percent to $69.20 a barrel, the
highest level since Saudi crude facilities were
attacked in September. The impact hit almost
every asset class. MSCI’s gauge of stocks
across the globe declined 0.52 percent, while its
emerging markets index lost 0.40 percent.

Europe’s broad STOXX 600 index fell as
much as 1 percent, but pared losses to close
down 0.33 percent, while shares on Wall Street
fell around 0.8 percent as New Year optimism,
which had pushed equity markets to record

highs, evaporated. The yen rose half a percent
against the dollar to a two-month high, the Swiss
franc hit its highest level against the euro since
September and gold prices climbed to a four-
month peak, racing past the key $1,550 an ounce
level. “Geopolitics has come back to the table,
and this is something that could have major
cross-asset implications,” said Salman Ahmed,
Lombard Odier’s chief investment strategist.

“What is critical is how it pans out in the
next few days,” Ahmed said. “Whether it turns
into a theme depends on Iran’s reaction and
then the US response.” Iran promised harsh
revenge. The Quds Force and its paramilitary
proxies have ample means to mount a response.

In September, US officials blamed Iran for
attacking the oil installations of Saudi Aramco,
the state energy giant and the world’s largest oil
exporter. Iran has denied responsibility for the
strikes and accused Washington of warmonger-
ing. The Trump administration then did not
respond, beyond heated rhetoric and threats,
and markets settled down within a week after
Brent surged 14.6 percent, its biggest one-day
percentage gain since at least 1988, on Sept. 16.

The U.S. government and others on Friday
urged their citizens in the region either to return

home or to stay away from potential targets and
public gatherings. President Hassan Rouhani
said the killing would stiffen Iran’s resistance to
the United States. Pompeo said in a round of TV
interviews that the United States remained
committed to de-escalation with Iran but that it
had needed to defend itself.

“He (Soleimani) was actively plotting in the
region to take actions - a big action as he
described it - that would have put dozens if not
hundreds of American lives at risk. We know it was
imminent,” Pompeo told CNN. Stocks on Wall
Street opened down 1 percent, the lowest point of
the session, as losses were later pared a bit.

The Dow Jones Industrial Average fell 233.92
points, or 0.81 percent, to 28,634.88. The S&P
500 lost 23 points, or 0.71 percent, to 3,234.85
and the Nasdaq Composite dropped 71.42
points, or 0.79 percent, to 9,020.77. The global
gauge and Wall Street indexes set record clos-
ing highs on Thursday, extending the year-end
rally in equities into 2020. Brent settled $2.35
higher at $68.60 after rising as high as $69.20.
West Texas Intermediate (WTI) crude rose
$1.87 to settle at $63.05 a barrel, after earlier
spiking to $64.09 a barrel, its highest level since
April 2019.

Scramble to safety 
Yields on German Bunds and US Treasuries -

the world’s benchmark government bonds that are
typically seen as the safest assets - fell sharply. The
10-year Bund yield fell 7 basis points to a two-
week low of -0.299 percent, while Bund futures
were up 0.62 percent at 172.33 euros. Benchmark
10-year Treasury notes rose 26/32 in price to yield
1.7916 percent, from 1.882 percent late on
Thursday. Spot gold prices hit a high of $1,553.20
an ounce. U.S. gold futures settled 1.5 percent high-
er at $1,552.40. The dollar index rose 0.05 percent,
with the euro down 0.09 percent to $1.116. The
Japanese yen strengthened 0.41 percent versus the
greenback at 108.13 per dollar. The focus on
geopolitics meant markets paid little attention to
stronger-than-expected data from France, where
inflation rose 1.6 percent year-on-year in
December, beating analysts’ expectations for a 1.4
percent rise. German inflation figures were also
higher, although unemployment in Europe’s largest
economy rose more than expected. The US manu-
facturing sector contracted in December by the
most in more than a decade, with order volumes
crashing to near an 11-year low and factory
employment falling for a fifth straight month, the
Institute for Supply Management said. —Reuters

Oil, safe havens surge after strike in Iraq
Killing of Iranian commander douses equity market rally

Ghosn lawyer feels 
betrayal, sympathy 
over tycoon’s 
Japan escape
TOKYO: A lawyer for former Nissan boss Carlos Ghosn said
yesterday he felt betrayed by his client’s escape from Japan but
still understood his act, claiming it resulted from Japan’s inhumane
justice system. The international tycoon, who faces multiple
charges of financial misconduct that he denies, jumped bail and
fled to Lebanon in late December to avoid a Japanese trial. “First,
I was filled with a sense of strong anger. I felt betrayed,” Ghosn’s
lawyer Takashi Takano wrote in his blog, stating that he had not
been informed about the plan in advance. “But anger was turning
to something else as I recalled how he was treated by the coun-
try’s justice system,” Takano said. Ghosn is thought to have tak-
en a private jet from Kansai Airport in western Japan, heading
for Istanbul. It is believed he headed from there to Beirut.

“I can easily imagine that if people with wealth, human net-
works and ability to take action have the same experience (as
Ghosn), they would do the same thing or at least consider
doing so,” Takano said. Ghosn’s high-profile arrest in
November 2018 and his long detention under severe conditions
were widely considered draconian compared with the West.

Suspects in Japan can be detained for weeks or even months
before trial, with limited access to their lawyers, and around 99
percent of trials in the country result in a conviction.

Critics including rights groups such as Amnesty
International have derided Japan’s system as “hostage jus-
tice”, designed to break morale and force confessions from
suspects. When safely in Lebanon, Ghosn pressed this point
again, saying he “would no longer be held hostage by a
rigged Japanese justice system”.

Another lawyer for Ghosn, Junichiro Hironaka, yesterday
also said that harsh bail conditions-notably the restrictions on
contact with his wife Carole-appeared to have motivated the
tycoon’s escape. “He did not know when he can meet his wife ...
and there was no prospect for a change in his bail conditions,”
Hironaka told reporters. “I guess these things were really tough
for him,” the lawyer said. A Tokyo court banned Ghosn from
contacting his wife despite several petitions from his legal team
describing the measure as “cruel and a punishment”.

He was later permitted to speak to her via videoconfer-
ence only. While Japanese prosecutors have launched an
investigation, the circumstances of Ghosn’s Hollywood-like
flight from Japan are still unclear. Ghosn is due to be sum-
moned by Lebanon’s public prosecutor next week, an official
said Friday. Japanese investigators are probing how the man
who was once the country’s best paid corporate executive
managed to slip out of house arrest and dodge trial, causing a
national embarrassment. The Lebanese authorities have
already stressed that Ghosn-who holds the French, Lebanese
and Brazilian nationalities-had entered the country legally
and that Beirut had no extradition agreement with Japan. An

official speaking to AFP on condition of anonymity said a
summons was expected to be handed to Ghosn next week, as
a result of Interpol issuing a “red notice” against him.

“The Lebanese judiciary is obliged to hear him. But it can
still decide whether to arrest him or let him remain free,” the
official said, adding that Ghosn could be heard on January 7
or 8. Ghosn was arrested in Tokyo in November 2018 and has
been under house arrest since April, facing multiple charges
of financial misconduct. —AFP

In this file photo, flames rise from a Total Elf Fina offshore oil rig off the Angolan coast. World oil prices jumped on Friday after the US killed a top Iranian general, fanning fresh fears of conflict in the crude-rich Middle East, with Tehran warning of ‘severe’ retaliation. —AFP

BEIRUT: An unidentified car enters the underground parking
of a house said to belong to former Nissan chief Carlos
Ghosn in a wealthy neighborhood of the Lebanese capital
Beirut yesterday. —AFP


