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MIDEAST STOCK MARKETS
DUBAI:  Stock markets in Dubai, Qatar and
Egypt climbed to multi-month highs yesterday
but Saudi Arabia was dragged lower by bank-
ing shares vulnerable to economic pressures
due to low oil prices. Dubai’s index rose 1.0 per-
cent to end at 3,602 points, just below techni-
cal resistance at its April peak of 3,605 points,
as trading volume more than doubled from
Sunday, a positive technical signal. Any break of
resistance would point up to the October peak
of 3,740 points.

Emaar Properties added 1.4 percent to 7.44
dirhams, taking its gains over the last week to
7.8 percent. The stock confirmed a break of
resistance on the October peak of 7.01 dirhams,
triggering a major reverse head & shoulders pat-
tern formed by the highs and lows since August
2015 and pointing up in the very long term to
around 9.75 dirhams.

The Gulf ’s only listed exchange, Dubai
Financial Market , gained 3.8 percent in its heavi-
est trade since May 3. But builder Drake & Scull,
the most heavily traded stock, dropped 3.7 per-
cent after reporting a second-quarter net loss
attributable to owners of the parent of 207.6 mil-
lion dirhams ($56.6 million), versus a profit of
10.3 million dirhams a year earlier. EFG Hermes
had forecast a quarterly loss of 11.4 million
dirhams. In Abu Dhabi, the index climbed 0.7

percent with main support from large-cap bank
shares. National Bank of Abu Dhabi and Union
National Bank each added 1.2 percent. Qatar’s
index recouped early losses to close 0.7 percent
higher at a fresh nine-month peak of 11,128
points as most bluechips gained. Islamic lender
Masraf Al-Rayan added 1.5 percent and Ooredoo
climbed 2.5 percent.

The index is now up 6.6 percent year-to-
date as international funds have flowed into
Qatari equities. But some shares, such as Qatar
National Bank, which edged down 0.2 percent to
158.00 riyals on Monday, are now considered
fairly valued. According to Thomson Reuters
data, the mean target price of 10 analysts for
QNB is 158.71 riyals.

EGYPT, SAUDI ARABIA 
Cairo’s main index rose 1.2 percent to a 14-

month closing high of 8,454 points. Arabian
Cement jumped 4.1 percent in unusually heavy
trade. The stock is owned to a large degree by
international funds including Morgan Stanley
Investment Management and Ashburton.

Commercial International Bank, another
stock favored by foreign investors, rose 3.2 per-
cent, taking its gains over the last week to 5.2
percent. The market’s index has advanced 2.0
percent since Egypt announced on Thursday

that it had reached preliminary agreement on a
three-year, $12 bill ion loan from the
International Monetary Fund. GB Auto, which
rose 1.6 percent on Sunday after posting strong
second-quarter earnings, dropped 2.4 percent
yesterday.

In Saudi Arabia, the index failed to hold
onto early gains and closed 0.3 percent lower as
banking shares weighed on the bourse; heavy-
weight National Commercial Bank fell 0.5 per-
cent. Some analysts are concerned about the
financial difficulties of major construction firm
Saudi Oger, which could pressure suppliers
around the sector and the banks which lend to
them; financial website Maaal quoted unnamed
economists as saying 300 billion riyals ($80 bil-
lion) of debt could be vulnerable.

Investors are also concerned by the pres-
sures on liquidity at banks due to low oil prices.
After King Salman on Sunday ordered a month’s
extra pay for Saudi military and security person-
nel actively involved in military operations in
Yemen, the central bank issued a statement yes-
terday saying this would not compromise the
banking system in any way.

But the petrochemical sector was resilient
after this week’s rise in oil prices, with the sub-
index adding 0.2 percent as Brent oil futures
traded over $47 a barrel. — Reuters

Gulf markets diverge as 
Saudi bank shares weigh 

TOKYO: Japan’s economic growth ground to a
halt in April-June as weak exports and shaky
domestic demand prompted companies to cut
spending, putting fresh pressure on premier
Shinzo Abe to come up with policies that will
produce more sustainable growth. The weak
reading underscores the challenges policymak-
ers face in ending two decades of crippling
deflation, as an initial boost from Abe’s stimulus
programs, dubbed “Abenomics”, appears to be
quickly fading.

The world’s third-largest economy expanded
by an annualized 0.2 percent in the second quar-
ter, less than the 0.7 percent increase markets
had expected and a sharp slowdown from a
revised 2.0 percent increase in January-March,
Cabinet Office data showed yesterday. “Overall it
looks like the economy is stagnating. Consumer
spending is weak, and the reason is low wage
gains. There is a lot of uncertainty about overseas
economies, and this is holding back capital
expenditure,” said Norio Miyagawa, senior econo-
mist at Mizuho Securities. “The government has
already announced a big stimulus package, so
the next question is how the Bank of Japan will
respond after its comprehensive policy review,
which is sure to lead to a delay in its price target.”

HOUSING INVESTMENT BOOMS
On a quarter-on-quarter basis, gross domes-

tic product showed no growth in April-June,
compared with market expectations for a 0.2
percent rise. Private consumption, which
accounts for roughly 60 percent of GDP, rose 0.2
percent, slowing from a 0.7 percent increase in
the previous quarter.

Capital expenditure declined 0.4 percent
after a 0.7 percent drop in the first quarter, sug-
gesting that uncertainty over the global eco-
nomic outlook and weak domestic markets are
keeping firms from boosting spending. Overseas
demand shaved 0.3 percentage point off GDP,
subtracting from growth for the first time in four

quarters and underscoring the pain that stub-
bornly weak global demand is inflicting on the
export-reliant economy.

“The breakdown of the data shows that gains
in consumer spending lacked strength and
exports fell a lot,” Finance Minister Taro Aso told
reporters, adding the government will pursue
structural reforms to address low potential
growth. In a glimmer of hope, housing invest-
ment jumped 5.0 percent, the fastest rise since
2011, due in part to the BOJ’s ultra-loose mone-
tary policy that has pushed down mortgage
rates, a Cabinet Office official told reporters.
Abe’s cabinet this month announced an eco-
nomic package with 13.5 trillion yen ($133 bil-

lion) in fiscal measures, hoping it would help the
economy deflect external headwinds and sus-
tain a moderate recovery. But the plan will take
time to pay dividends and sceptics say there is
not enough new spending. The BOJ also expand-
ed stimulus last month via a modest increase in
purchases of risky assets, and it remains under
pressure to do more in September, when it con-
ducts a thorough assessment of the effects of its
stimulus program. With prices still sliding despite
three years of massive asset buying, the Bank of
Japan’s policy review could put up for debate its
target for expanding base money, sources say,
which could mark an overhaul of its existing poli-
cy framework. — Reuters

DUBAI:  Russia, the world’s top oil producer, is consult-
ing with Saudi Arabia and other producers to achieve
oil market stability, Energy Minister Alexander Novak
said, adding that the door is still open for more discus-
sions on freezing output levels if needed.

In an interview published yesterday Novak also told
Saudi-owned newspaper Asharq Al-Awsat that a com-
plete return of market stability is only likely in 2017.
“With regard to the cooperation with Saudi Arabia, the
dialogue between our two countries is developing in a
tangible way, whether in the framework of a multi-par-
ty structure or on a bilateral level,” Novak was quoted
as saying.

“We are cooperating in the framework of consulta-
tions regarding the oil market with OPEC countries and
producers from outside the organisation, and are
determined to continue dialogue to achieve market
stability,” he said. “We are ready to achieve the widest
possible level of coordination... and put in place joint
measures to achieve oil market stability, with the con-
dition that these measures will not be for a limited
period of time.”

Novak’s comments come only days after Saudi
Arabian Energy Minister Khalid al-Falih said his country
would work with OPEC and non-OPEC members to
help stabilise oil markets.

An informal meeting of major producing countries is
scheduled in Algeria late next month.

Members of the Organization of the Petroleum
Exporting Countries (OPEC) will meet on the sidelines
of the International Energy Forum (IEF), which groups
producers and consumers, in Algeria from Sept. 26-28.
Oil prices extended gains after Falih’s remarks on
Thursday, which indicated that Saudi Arabia, OPEC’s
largest producer, is worried that oil prices could fall
towards $40 per barrel or lower due to oversupply.

Talks on a global oil production level freeze col-
lapsed in April. OPEC member Iran has been the main
opponent of a freeze as it looks to raise its output to
levels seen before the imposition of now-ended
Western sanctions. —Reuters

LONDON:  Gold rose yesterday as the dol-
lar edged lower after sluggish US retail
sales data lowered expectations of a US
interest rate increase this year.

Data on Friday showed US retail sales
were unexpectedly flat in July, signalling a
moderation in consumer spending. Spot
gold was up 0.3 percent at $1,339.87 an
ounce by 1138 GMT. The metal rose as
much as 1.3 percent after the data on
Friday, before giving up gains. 

US gold was up 0.1 percent at $1,345.10
an ounce. Spot gold remained within reach
of a more than two-year high of $1,374.91
hit last month as investors sought refuge
from volatility across financial markets fol-
lowing Britain’s vote to leave the European
Union. 

“We have Fed minutes coming out in
the middle of the week, which is likely to
tell us what the Fed’s thinking is going into
the second half of the year, when it proba-
bly going to come under pressure to raise
rates,” Mitsubishi Corp strategist Jonathan
Butler said. “In general the negative rate
environment, particularly in the euro zone
and Japan, is going to keep gold well bid
and even though we may be seeing some
tempering of gold’s gains by the pretty
strong equity market performance right
now, that is going to come into question as
the Fed looks to raise rates.” 

The dollar was down 0.1 percent against

a basket of currencies, European equities
rose and US Treasury 10-year yields hov-
ered around a two-week low hit on Friday.
A lower dollar makes gold cheaper for oth-
er currency holders, while the fall in returns
from US bonds is seen as positive for the
metal, which pays no interest. Higher
shares, however, signal increased investor
risk appetite.

High on the US calendar this week are
inflation figures for July and minutes of the
last Federal Reserve meeting which might
offer more clues on the chance of an inter-
est rate hike by year end. 

Summer holidays in the Northern hemi-
sphere are keeping gold in check, with
trading thin and range-bound, MKS PAMP
Group said in a note.  “We don’t expect to
move too far outside of the $1,330-$1,360
range over the short term,” it said.
Speculators cut their net long positions in
COMEX gold and silver futures and options
in the week to Aug. 9, Commodity Futures
Trading Commission (CFTC) data showed
on Friday. Holdings of SPDR Gold Trust, the
world’s largest gold-backed exchange-trad-
ed fund, fell 1.22 percent to 960.45 tons on
Friday from Thursday. 

Silver was up 0.9 percent at $19.87 an
ounce.  Platinum was up 0.5 percent at
$1,123.60 and palladium rose 0.4 percent
to $686.46. Both hit their lowest in more
than two weeks on Friday. — Reuters

Japan economy stalls in Q2, 
casts doubts on Abe’s policies

Weak external demand shaves GDP growth

TOKYO: People cross a street in Tokyo. Japan’s economy grew at a slower than forecast 0.2 per-
cent annual rate in the April-June quarter, as the recovery was sapped by weaker exports and
business investment, the government said yesterday. —AP

Oil talks with Saudi 
developing: Russia

Gold firm on lower dollar, 
eyes on US rate hike signals

SIRJAN: Iranians shop at the old bazaar yesterday in the southern Iranian city of
Sirjan. —AFP 


