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LONDON: The 19-country eurozone lost some eco-
nomic momentum in August, largely because of a
slowdown in Germany, a closely watched survey
showed yesterday, days ahead of another possible
stimulus package from the European Central Bank.
Financial information company IHS Markit said its
purchasing managers’ index - a broad gauge of eco-
nomic activity - for the eurozone fell to a 19-month
low of 52.9 points in August from 53.2 the previous
month. The fall was unexpected as the initial estimate
for August was 53.3.

In spite of the fall, the eurozone is still growing,
albeit sluggishly as anything above 50 indicates
expansion. IHS Markit said the August reading is
pointing to a quarterly economic growth rate of 0.3
percent. The firm did not assign any fundamental rea-
son to the slowdown, such as uncertainty related to
Britain’s decision in June to leave the European
Union, but did note that Germany was “perhaps the
biggest cause for concern” as output growth slowed
to a 15-month low.

Italy and France also saw modest rates of growth
while Spain remained the “standout performer” with
another strong quarter of growth at around 0.7 per-
cent.

The firm’s chief economist, Chris Williamson, said
the survey overall was “clearly disappointing” and
suggested it may fuel expectations of a further stimu-
lus package from the European Central Bank this
week. “The survey data will fuel expectations that the
ECB would prefer not to wait before injecting more
stimulus into the economy, adding pressure for poli-
cymakers to act later this week to help shore up con-
fidence in both the outlook for the economy and the
bank’s commitment to its inflation target,” he said.

The central bank has launched a series of stimulus
measures to help the eurozone over the past couple
of years, including cutting its key interest rate to zero.
It is also pumping 80 billion euros ($90 billion) of new
money into the economy every month by buying
bonds from banks and companies in the hope of
keeping a lid on borrowing rates in the real economy
to encourage lending and promote business activity.

Williamson said the central bank may just extend
the duration of its bond-buying program, which is
currently set to end in March 2017, at its meeting on
Thursday. The decision over whether the ECB will do
anything more is no foregone conclusion, not least
after separate figures from the European Union’s sta-
tistics agency showed retail sales across the eurozone
rising by a whopping 1.1 percent in July, more or less
double the rate anticipated among economists. That
increase, which followed on from a 0.1 percent
decline in June, adds weight to the argument that
Britain’s Brexit vote may not have had much of an
impact on economic confidence - at least in the
short-term. — AP

KUWAIT: Safat Home is announcing its final markdowns
sale and inviting all customers to visit its Al-Rai and
Shuwaikh locations as soon as possible for a chance to
purchase the furniture products they have always wanted
at incredibly low prices. 

Exclusively available at Safat Home’s Al-Rai and
Shuwaikh showrooms, the Bargain Corner is offering nev-
er-before-seen prices on clearance items. Products range
from end tables, starting at a mind-blowing price of KD 3,
dining tables, starting from KD 29, sofas, starting only at
KD 39, to wardrobes, starting at KD 79, and more! This is,
indeed, an incredible opportunity for customers to fur-
nish their homes without having to dent their wallets;
thus, Safat Home encourages all customers to benefit
from this unique promotion while stock is still available.

This unbelievable sale should come as no surprise for
Safat Home’s loyal customers and fans considering the
brand’s core values are embedded in offering high quality
products at affordable prices. Safat Home welcomes
everyone to visit its Al-Rai showroom at Safat Alghanim,
open from 9:30 am until  midnight ever yday,  the

Shuwaikh showroom, located near Yusuf A  Alghanim
Service and Maintenance Center, open from 9am to
11pm, Thursday to Friday, and from 9am to 10pm,
Monday to Wednesday, and the Fahaheel showroom,
Dabbous St. above X-Cite, open from 9am to 10pm. For
more information, please call 1838883. 

For the past 75 years, Alghanim has been a highly
respected family & brand name; Safat Home is proud to
be part of that heritage. Safat Home brings a wide range
of products, great value, friendly shopping environment
& exceptional service.

The Safat Home concept has been evolving ever since
the home furnishings business was launched more than
five years ago as “Furniture at Al Rai Safat”. Today, Safat
Home displays an impressive collection of furniture,
home furnishings and decorative accessories to make
your house a home, whether it is an apartment, chalet or
villa. The inspiring and exclusive designs are carefully
sourced from around the world including USA, Italy,
Holland, England, Belgium and Turkey. Whether cus-
tomers seek the classic Kuwaiti look, the traditional

‘American Home’ dÈcor, or the contemporary modern
house, Safat Home offers products, accessories and serv-
ices to furnish any dream home. Safat Home hosts more
than 35 most coveted and contemporary brands to suit a
wide variety of customer needs and desires. With these

new international brands come hundreds of new prod-
ucts, 95 percent of which are exclusive to Safat Home in
Kuwait. The list of new brands arriving at Safat Home con-
tinues to grow, with new products arriving at the show-
room each week.

Safat Home announces final markdowns and clearance items
Customers are encouraged to hurry up before sale comes to an end

KUWAIT: Global equities were
slightly positive for the month of
August, led by emerging markets.
Brent oil reversed some of July’s
declines and climbed over 6. Gold
was notably weaker for the month,
falling over 3.

In August, US rate hike probabil-
ity has risen following Janet Yellen’s
speech on the state of the econo-
my. In the UK, the Bank of England
cut its interest rate for the first time
since 2009 by 0.25. Furthermore,
they announced to expand their
quantitative easing program.

US ISM Manufacturing Index
came in at 52.6, weaker than the
53.0 expected number, but still
over 50, which suggests steady
gains in the factory sector. That was
soon followed by a strong July non-
farm payrolls coming in at 255,000,
which exceeded expectations of
180,000. However, the unemploy-
ment rate came in slightly higher
than expected at 4.9 versus consen-
sus of 4.8. Retail sales were flat in
July; Industrial production came in
higher than expected and new
home sales rose to the highest level
since 2007.

US rate hike expectations have
increased following Yellen’s speech;
interest rate futures showed that
the probability of a federal rate hike
in September has risen from 32 to
42.The probability of a rate hike in
December has risen from 57 to 65.

US equity market was fairly calm
and flat for the month. Price volatil-

ity and trading volume were both
light, which is often the case during
August. 

UK’s central bank cut its bench-
mark lending rate by 25 bps to 0.25,
and expanded its quantitative eas-
ing with an extra £70 billion to
reach £435 billion. Bank of England
committed to purchasing £10 bil-
lion of UK corporate bonds and
added £100 billion to a new Term
Funding Scheme to provide fund-
ing for banks at interest rates close
to Bank Rate.

UK equities ended the month
with gains, mainly due to a weaker
British pound. Second quarter GDP
in the Eurozone grew as expected
by 0.3quarter over quarter and the
revised second quarter German
GDP report confirmed that Europe’s
biggest economy grew by 0.4.
European equities also registered
slightly positive returns for the
month, gaining 1.1 as measured by
the Euro Stoxx 50. 

Japanese second quarter GDP
grew slightly at an annual rate of
0.2 this year, according to official
data released. Exports fell during
the second quarter, as well as busi-
ness investment. Japanese stocks,
as measured by the Nikkei 225, fin-
ished the month higher by 1.9.
Chinese manufacturing improved
in July after 16 straight months of
decline, with the Caixin China
Purchasing Managers Index coming
in at 50.6. The recovery was mainly
driven by growth in domestic

orders, which more than offset a
slight decline in foreign demand. 

Chinese stocks gained in
August, driving some of the gains
in the emerging markets index.

The GCC equity markets finished
slightly negative for the month
dragged by the Saudi and the
Kuwaiti equity markets, declining -
3.5 and -1 respectively. Saudi’s
declines were mainly due to the

government’s plans to cut subsidies
further. The UAE equity markets
were slightly positive in August on
increased overall inflows to
Emerging Markets stocks; However,
Qatar was the exceptional winner
gaining over 3.6 on FTSE’s
announcement that it will relax liq-
uidity tests for Qatari stocks for
inclusion in its widely tracked FTSE
Emerging Markets Index.

Emerging markets drove global 
equities higher as oil declined

TOKYO: People stand near an electronic stock board of a securities firm in Tokyo yes-
terday. — AP

TOKYO: The Bank of Japan will  l ikely
choose to deepen negative interest rates
than expand its bond purchases if more
policy easing is needed, as the cost of cut-
ting rates is less than topping up an already
huge bond-buying program, former central
bank policymaker Sayuri Shirai told Reuters
yesterday.

Shirai,  who was an International
Monetary Fund economist before serving a
five-year term as BOJ board member until
March, also said it was hard for the central
bank to buy foreign bonds as that goes
against an agreement between the Group
of 20 nations to refrain from competitive
currency devaluation. “Buying foreign
bonds would have an impact on the cur-
rency market, so it would be difficult to do
under the current G20 framework,” said
Shirai, now a professor at Japan’s Keio
University.

Shirai said the BOJ’s purchases of long-
term bonds have had a much bigger effect
in flattening the yield curve and hurting
financial institutions’ profits than negative
rates. The BOJ’s bond buying was also dry-
ing up market liquidity, she said.

“The BOJ shouldn’t ease further. If it
were to ease, it will probably choose to
deepen negative rates rather than expand
bond purchases because the demerits of
accelerating bond buying are bigger than
those of rate cuts,” she said.

The comments by Shirai, who retains
close contact with policymakers across the
globe, come ahead of the BOJ’s policy
meeting on Sept. 20-21, when it will con-
duct a comprehensive assessment of the

effects of its policy framework that com-
bines negative rates with a huge asset-buy-
ing program.

Once a vocal advocate of BOJ Governor
Haruhiko Kuroda’s radical monetary experi-
ment, Shirai has recently warned of the ris-
ing cost of maintaining a massive stimulus
program for too long. While undesirable,
the BOJ may be forced to ease this month if
it maintains its pledge to achieve 2 percent
inflation as soon as possible, since the com-
prehensive assessment will show Japan
won’t see the price target being reached
any time soon, she said.

“Given the BOJ has been committed to
doing additional monetary easing in case
the path toward 2 percent inflation is ques-
tioned, it’s hard to think how the central
bank can get away with not easing this
month.” The BOJ decided in January to
charge a 0.1 percent interest on a portion
of excess reserves financial institutions park
with the central bank. It has maintained
that rate so far, including at its previous
policy meeting in July.

Shirai also dismissed speculation about
a possible change to the BOJ’s base money
target - set at 80 trillion yen ($774 billion) -
to a range of 70-90 trillion yen. Proponents
of this idea say it will give the central bank
more flexibility in its bond buying.

“It ’s inappropriate to set such an
ambiguous range. It would only heighten
market volatility by causing confusion,” she
said. Kuroda yesterday signalled his readi-
ness to ease further using existing or new
tools, suggesting he has no intention of
watering down the price goal. — Reuters

MUMBAI: India’s outgoing central bank
chief Raghuram Rajan warned countries
against a rush to low interest rates as his
tenure as governor of the Reserve Bank of
India came to an end. Rajan, who famously
predicted the 2008 global financial crisis,
told the New York Times that central banks
across the world would find it hard to raise
rates again for fear this “would see growth
slowdown”.

The 53-year-old, who clashed with the
Indian government over the speed of cuts,
said low interest rates should not be an
alternative to reforms that may be needed
to boost growth, according to the paper.

Interest rates are low across many major
economies, including in the United States,
Europe, and Japan-where rates are in nega-
tive territory-but they have yet to stimulate
a sluggish global economy.  “Often when
monetary policy is really easy, it (low inter-
est rates) becomes the residual policy of
choice,” the newspaper quoted Rajan as
saying, adding that “other instruments of
policy” may be needed to encourage eco-
nomic growth.

Rajan, who was immensely popular

amongst the Indian public and media dur-
ing his tenure, officially stepped down on
Sunday, with deputy governor Urjit Patel
taking over. Rajan was widely credited with
bringing inflation down in India, stabilizing
the rupee and creating a stable environ-
ment for growth.

He slashed interest rates to their lowest
level since 2011 but angered some in the
ruling Bharatiya Janata Party (BJP) who
wanted deeper cuts intended to boost
growth further. The former governor, who
returns to a life of academia in Chicago,
told the New York Times in the article pub-
lished Sunday he did not think that was the
reason his three-year-term was not
renewed by the government.

In a separate interview with the
Financial Times, Rajan predicted that his
reforms, including setting inflation targets
and tackling bad bank loans, would contin-
ue. “Broadly speaking, I think we have sort
of unfrozen an older equilibrium and
moved the system towards a new equilibri-
um. My sense is that momentum cannot
be and will not be arrested,” he told the
paper. — AFP

LONDON: Britain’s services industry
bounced back strongly last month from a
slump triggered by June’s vote to leave the
European Union, a closely watched survey
showed yesterday, reducing the likelihood
of a recession. The survey echoed the
upbeat tone of numbers released last week
on the manufacturing and construction
sectors in August.

But overall economic growth still looks
set to slow sharply, keeping alive the
prospect of another Bank of England rate
cut before the end of the year. The
Markit/CIPS Purchasing Managers’ Index
(PMI) for the services sector jumped to 52.9
in August from July’s seven-year low of
47.4, the biggest one-month gain in the
survey’s 20-year history and one which
beat all forecasts in a Reuters poll.

Sterling rallied by almost half a cent to
hit a seven-week high against the dollar,
and British government bonds trimmed
earlier gains. “The survey data is very useful
in giving us a feel for how the economy is
doing in the short term, but in this case I
think it might pay to be a bit more cau-
tious,” RBC economist Sam Hill said, adding
the PMI data seemed volatile and he would
look for official output data for July later
this week. Last week, PMIs for the much
smaller manufacturing and construction
sectors showed similar gains to the services
PMI, boosting August’s all-sector PMI to a
five-month high of 53.2.

However, given the weakness in July,
economic growth in the third quarter over-
all was likely to be just 0.1 percent, survey
compilers IHS Markit said. “It remains too
early to say whether August’s upturn is a
dead cat bounce or the start of a sustained
post-shock recovery,” IHS Markit economist
Chris Williamson said. “But there’s plenty of
anecdotal evidence to indicate that the ini-

tial shock of the June vote has begun to
dissipate.”

Overall the figures suggested “an immi-
nent recession will be avoided”, Williamson
added. A mild recession was the central
forecast in a Reuters poll of economists
conducted last month after the BoE cut
rates for the first time since 2009 and
restarted quantitative easing to help pro-
tect the economy from a Brexit shock.

The BoE did not forecast a recession and
instead predicted growth of 0.1 percent for
the third quarter. “Now that we’ve seen
some resilience in the UK economy, many
are questioning whether last month’s ...
decision was the right one. We believe the
Bank of England has taken the correct
course of action and expect them to ease
further before the year is out,” UBS Wealth
Management economist Dean Turner said.

Britain’s new finance minister Philip
Hammond will also pay close attention to
the figures as he considers how decisively
he will break with his predecessor’s austeri-
ty plans later this year. Part of August’s
gains were linked to sterling’s slump
against the dollar and the euro, with more
demand for exports and a higher number
of Britons holidaying at home.

Separate figures from the car industry
showed sales up 3.3 percent in August,
driven by sales to company car fleets, after
stagnation in July. But the weaker pound
also pushed up prices at the fastest rate in
over two years while business confidence
remained near its lowest in four years,
despite some improvement from July.
“Many companies remain worried about
the outlook and how the economy will fare
in the event of Brexit, suggesting that polit-
ical and economic uncertainty is likely to
prevail in coming months, subduing
growth,” Williamson said. — Reuters
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