
Venezuela orders 
banks to adopt 
cryptocurrency
CARACAS:  Venezuelan President Nicolas
Maduro ordered banks to adopt the petro
cryptocurrency as a unit  of account
Monday, as the country struggles to
emerge from a severe political and eco-
nomic crisis. Public and private banks must
now reflect all financial information in boli-
vars and petros, according to a resolution
of the Sudeban banking regulator.

The move is part of Maduro’s desperate
attempts to steer out of five years of reces-
sion and inf lat ion the International
Monetary Fund predicts will reach one mil-
lion percent this year. More than two mil-
lion people have fled the country in the
wake of the crisis.

Venezuela has also drastically deval-
ued the bolivar currency, issued ban-
knotes stripped of f ive zeroes in new
“sovereign bolivars.”

The economic plan also includes a 3,400
percent increase in the minimum wage and
a hike in gasoline taxes, which for years
have been the world’s cheapest. The social-
ist president, elected for another six-year
term in May elections rejected by much of
the international community as fraudulent,
has fixed the currency to the country’s
widely-discredited cryptocurrency, the
petro, which is in turn linked to the price of
a barrel of Venezuelan oil (about $60).

The value-added tax, or VAT, is also
climbing from 12 percent to 16 percent.
Maduro separately launched an offer of
bonds backed by small gold bullion, he said
would promote savings among Venezuelans,
who see the local currency evaporating
with hyperinflation.

“No one can say that gold loses its val-
ue,” Maduro said on state TV, while show-
ing two cards with the central  bank
emblem’s and some golden rectangles that
he called “lingoticos” (little ingots).

The emission, backed in pieces of 1.5 and
2.5 grams (0.05 and 0.09 ounces) of gold,
will begin September 11. 

Shutdown
About 100 workers protested outside

tire manufacturer Pirelli’s Venezuela plant
on Monday after finding the gates locked,
ten days after the country announced a
broad set of reforms including a massive
hike in the minimum wage. Employees
were not told the plant would be shut, said
union leader Luis Alvarez, who added it
was not immediately known if it was tem-
porary or if the operation had permanently
closed its doors.

“Production was falling, but they always
kept us on the job,” said worker Nicolas
Altomaris, who was waiting at a gate for
information. “Now they’ve made this deci-
sion to send us out without knowing if
we’ll return.”

Union leaders say about 700 employees
work at the plant.

Pirel l i  and parent company China
National Chemical Corp Ltd did not imme-
diately respond to requests for comment.
Venezuela’s Information Ministry also did
not immediately reply to an email seeking
comment.

On Aug. 17 President Nicolas Maduro

ordered a 3,000 percent minimum wage
increase while also requiring that compa-
nies leave prices of their products fixed
amid a hyperinflationary crisis.

Business leaders say the package is
unsustainable and would force many firms
to close their doors.

In the past, Pirelli Venezuela has tem-
porarily halted operations due to a lack of
raw materials. Currency controls make it
difficult to import such materials, while
price controls can at times force companies
to sell below production costs. The compa-
ny, which supplies tires for Formula One,
manufactures tires for cars, motorcycles,
trucks and buses in Venezuela. It  was
acquired in 2015 by China National
Chemical, known as ChemChina, which is
owned by the Chinese government.

Mult inat ional  companies  inc luding
Clorox Co and Kellogg Co have been
steadily leaving the country amid shrink-
ing demand caused by an economic col-
lapse. Maduro has said the country is
victim of an “economic war” led by polit-
ica l  adversar ies  wi th  the  he lp  o f
Washington. — Agencies 

KUWAIT: Growth in the NBK consumer spending
index eased to 6.5 percent y/y in July, despite record-
ing a strong rise in month-on-month terms. Signs of the
summer lull were apparent, with softer demand for
durable goods and services during the month.
Meanwhile, spending on non-durables increased in July,
but growth in that sector was close to flat relative to

last year. Year-to-date, the index is down 1 percent.
The consumption of durables was flat in July, with

growth easing to 7.3 percent y/y from 10.8 percent in
June, as the sector continued to feel the impact of sea-
sonally lower demand during the summer months. Sales
of cars, furniture, and luxury items were weaker, while
spending on electronics picked up. With the travel sea-

son in full swing, service consumption was up slightly
on the month, supported by spending on travel, but
growth slowed to a still strong 10.4 percent y/y.

Meanwhile, consumption of non-durables wit-
nessed its strongest monthly pick-up in a year, driven
by clothing and cosmetics. Growth for the year was
softer, however, contracting by 0.3 percent y/y, its

first time since December.  
Consumer spending is projected to continue grow-

ing through 2018, albeit at a softer pace than originally
expected. A steady expansion in  national employment
and expat employment (better than earlier expecta-
tions) should support spending, with further support
from low inflation and higher public spending. 
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German, US
firms concerned
despite EU
trade truce 
BERLIN: Nearly three out of four
companies doing business in Germany
and the United States doubt that a
US-European trade truce reached last
month will be followed by a lasting
agreement on large-scale tariff cuts, a
survey showed yesterday.

US President Donald Trump
agreed during a meeting with
European Commission President
Jean-Claude Juncker in July to refrain
from imposing tariffs on European
cars while the two sides said they
would negotiate to cut other tariffs.

The interim deal has reduced the
risk of a full-blown transatlantic trade
dispute, bringing relief especially for
German carmakers and lifting busi-

ness morale in Europe’s largest econ-
omy in August. A survey by the
American Chamber of Commerce in
Germany (AmCham) showed, howev-
er, that company executives on both
sides of the Atlantic remain skeptical,
with 71 percent doubting whether a
lasting agreement to cut tariffs can be
reached.

More than 40 percent of German
companies doing business in the
United States said the US market had
become less important for them since
the escalation of the trade dispute, the
survey showed.

This compared with 20 percent of
US companies doing business in
Germany who said the German mar-
ket had become less important for
them. German Chancellor Angela
Merkel and Trump agreed during a
telephone call on Monday that they
strongly supported ongoing discus-
sions between Washington and
Brussels to remove barriers to a
deeper trading relationship, the White
House has said. — Reuter

NBK Economic Report

EXCHANGE RATES
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CURRENCY BUY SELL
Europe

British Pound 0.383329 0.397229
Czech Korune 0.005742 0.015042
Danish Krone 0.043384 0.048384
Euro 0. 346456 0.360156
Georgian Lari 0.117157 0.117157
Hungarian 0.001000 0.001190
Norwegian Krone 0.032321 0.037521
Romanian Leu 0.059267 0.076107
Russian ruble 0.004489 0.004489
Slovakia 0.009060 0.019060
Swedish Krona 0.029237 0.034237
Swiss Franc 0.302936 0.313936

Australasia
Australian Dollar 0.213959 0.225959
New Zealand Dollar 0.196410 0.205910

America
Canadian Dollar 0.228401 0.237401
US Dollars 0.299450 0.304750
US Dollars Mint 0.299950 0.304750

Asia
Bangladesh Taka 0.003042 0.003843
Chinese Yuan 0.043102 0.046602
Hong Kong Dollar 0.036579 0.039329

Indian Rupee 0.003845 0.004617
Indonesian Rupiah 0.000017 0.000023
Japanese Yen 0.002642 0.002822
Korean Won 0.000263 0.000278
Malaysian Ringgit 0.070866 0.076686
Nepalese Rupee 0.002624 0.002964
Pakistan Rupee 0.001955 0.002725
Philippine Peso 0.005630 0.005930
Singapore Dollar 0.217071 0.227071
Sri Lankan Rupee 0.001560 0.002140
Taiwan 0.009758 0.009938
Thai Baht 0.008973 0.009523

Arab
Bahraini Dinar 0.790071 0.806571
Egyptian Pound 0.014332 0.020050
Iranian Riyal 0.000084 0.000085
Iraqi Dinar 0.000200 0.000260
Jordanian Dinar 0.423836 0.432836
Kuwaiti Dinar 1.000000 1.000000
Lebanese Pound 0.000150 0.000250
Moroccan Dirhams 0.022415 0.046415
Omani Riyal 0.782123 0.787803
Qatar Riyal 0.079088 0.084028
Saudi Riyal 0.079860 0.081160
Syrian Pound 0.001287 0.001507
Tunisian Dinar 0.106444 0.114444
Turkish Lira 0.044881 0.056181
UAE Dirhams 0.081220 0.082920
Yemeni Riyal 0.000987 0.001067

Growth in consumer spending
index eases to 6.5% y/y in July

Softer demand for durable goods and services

CARACAS: In this file photo, Venezuela’s President Nicolas Maduro gestures during a press
conference to a new oil-backed cryptocurrency called “Petro”, at the Miraflores
Presidential Palace in Caracas. — AFP

Turkish lira drops,
minister warns on
sanctions
ISTANBUL: The Turkish lira weakened yesterday as
investors weighed up Turkey’s efforts to manage its rift
with the United States after Finance Minister Berat
Albayrak warned US trade sanctions against Ankara
could destabilize the Middle East.

The row with Washington over an American evan-
gelical Christian pastor detained in Turkey on terrorism
charges has accelerated losses in the lira, which is down
about 38 percent against the dollar this year. More
broadly, investors are worried about the direction of
monetary policy under President Tayyip Erdogan. The
president, a self-described “enemy of interest rates”
has repeatedly put public pressure on the central bank
and picked Albayrak, his son-in-law, as finance minister.

The attendant sell-off in the lira has raised concerns
about the impact on the broader economy - given
Turkey’s reliance on dollar-denominated energy
imports - and a possible surge in bad loans in the bank-
ing sector. “At this point in time Turkey has become
pretty much un-tradable,” said Tim Ash of BlueBay
Asset Management in emailed comments. “The market
wants to see specific delivery on policy whether that is

monetary, fiscal or action to clear up problems in the
banking sector.”

At 1021 GMT, the lira stood at 6.2150 against the
dollar, easing from a close of 6.1200 on Monday, when
it weakened to near 6.3 before rebounding in its first
day of trade after a week-long holiday.

European ties 
After meeting his French counterpart in Paris,

Albayrak highlighted Ankara’s push for better ties with
Europe and took aim at the United States, saying US
sanctions could ultimately aggravate the region’s ter-
rorism and refugee crises. US President Donald Trump
this month authorized a doubling of duties on aluminum
and steel imported from Turkey, triggering retaliatory
measures from Ankara.

Investors are also worried by a US Treasury investi-
gation into state-owned Turkish lender Halkbank, which
could face a potentially hefty fine over allegations of
busting sanctions on Iran. The bank has said all its
transactions were legal. Turkey and the United States
are also at odds over their diverging interests in Syria
and US objections to Ankara’s plan to buy Russian
defense systems. Separately, the government
announced a new campaign yesterday to support the
real estate sector, offering a 10 percent discount on
some home sales. Under the campaign, any price
increases due to rising exchange rates will be discount-
ed from the cost of the residence, the environment and
urbanization minister said. — Reuters

Bank of Cyprus 
in 2.7-bn-euro 
sale of bad loans
CYPRUS: Bank of Cyprus announced
yesterday the sale of 2.7 billion euros ($3.2
billion) of bad loans to a US investment
firm in a “transformative” deal reflecting
the island’s recovery from a deep econom-
ic crisis. The bank’s first sale of non-per-
forming loans, to Apollo Global
Management LLC, is part of steps to
bounce back from the 2013 financial tur-
moil that pushed some of its rivals into
bankruptcy. 

Bank of Cyprus chief executive John
Patrick Hourican described it as “a trans-
formative sale” for the island’s biggest
lender. The portfolio comprises 14,024

loans secured against 9,065 properties.
Cyprus’s financial crisis left its banks sad-
dled with bad loans and forced the euro-
zone member to negotiate a painful bailout
with international creditors. On completion,
the bank’s gross bad loan exposure will be
65 percent lower than its peak in 2014.

The European Commission and
European Central Bank have long urged
the island’s banks to make reducing bad
loans a priority. Despite Cyprus enjoying
robust economic recovery over several
years, such loans still weigh on banks’
profitability and have prevented significant
improvement in the financial health of
households and businesses, the
International Monetary Fund said last
month. Cyprus clinched a 10-billion-euro
loan from the European Union and
International Monetary Fund in March
2013 to bail out its troubled economy and
oversized banking system. — AFP 


