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LONDON: Europe’s major stock markets mostly
churned lower yesterday as investors took their cue
from  downbeat sentiment in Asia, while Wall Street
resumed its upward trend.

Virtual currency bitcoin meanwhile dived, falling
below $10,000 for the first time in six weeks in  what
one analyst called a “cryptocalypse” that saw several
digital units take a hammering.

London stocks “opened on the back foot following
downward trends in the US and Asia, signalling a shift
in global sentiment as traders opt to lock in profits fol-
lowing the latest rally,” noted Russ Mould, investment
director at online stockbroker AJ Bell. Adding to the
gloom, disappointing earnings eclipsed takeover activi-
ty in the British capital.

Publisher and conference organizer Informa
revealed it was in talks to buy rival UBM to create a
giant worth more than £9.0 billion ($12.4 billion, 10.1
billion euros). The deal is aimed at accelerating growth
and slashing costs, the companies said in a statement.

But investors were unconvinced, sending Informa
shares tumbling more than nine percent.

The FTSE 100 was also punished as poor results
from luxury fashion giant Burberry and publisher
Pearson sent the two companies’ share prices diving by
seven and five percent respectively.

‘Cryptocalypse’ for bitcoin
Bitcoin fell below $10,000 for the first time since

early December, as the leading cryptocurrency extend-
ed Tuesday’s 15-percent slump. The fierce selling also
spread to other alternative digital units, with ethereum,
ripple and litecoin all losing about a quarter of their
value Tuesday.

Bitcoin is down from record highs approaching
$20,000 in the week before Christmas, having rocketed
25-fold over the year before being hit by concerns
about a bubble and worries about crackdowns on trad-
ing it. “It’s been a Cryptocalypse overnight with BTC
(bitcoin) and other virtual currencies coming under

heavy selling pressure,” said Greg McKenna, chief mar-
ket strategist at AxiTrader.

But Shane Chanel, equities and derivatives adviser
at ASR Wealth Advisers, sounded a slightly positive
note, saying:  “Not all hope is lost. The cryptocurrency
market is privy to these wild swings and seasoned
veterans in this space have seen this happen many
times previously.

“Not saying that it couldn’t be different this time but
every major correction has been followed up by a rally
more powerful than the last.”

David Cheetham, chief market analyst at XTB also
warned against burying bitcoin prematurely. “There
have been numerous occasions when a sell-off in
Bitcoin has prompted non-believers to rush in with
declarations of the speculative bubble bursting, and
each time they have been wrong,” he said.

But “crypto bulls” were still “in very real danger of
getting badly burned with a substantial further decline
ahead entirely feasible”, he added.

Hong Kong stocks soar  
In Asia, Hong Kong stocks hit an all-time high to break

a record that had been in place for more than 10 years.
However, most other regional markets fell into the red with
energy firms rocked by lower oil prices. Hong Kong’s Hang
Seng Index spent most of the day in negative territory
after ending at a record high close on Tuesday. But late
buying saw shares stage a recovery to finish up 0.3 per-
cent at 31,983.41 — overtaking its previous high seen on
October 30, 2007. However, most other markets in the
region tracked Tuesday’s losses on Wall Street, where
investors returned from a long holiday weekend to politi-
cal horse-trading as Washington lawmakers struggle to
avert a crippling government shutdown. But yesterday the
Dow was headed upwards again, pushing against the
26,000 level. “US stocks are trading higher in early action,
recovering from yesterday’s sharp downside reversal, with
earnings results from Dow member Goldman Sachs and
Bank of America fostering a mixed reaction,” the Charles
Schwab brokerage said in a note to clients.  —AFP

European stocks dip, bitcoin crashes

Wall Street on 
Cloud Nine since 
Trump’s election
NEW YORK: The bronze sculpture of a bull
that stands near the New York Stock
Exchange serves as a symbol of Wall Street’s
power perhaps this year more than ever.

Since President Donald Trump took office
a year ago, the principal US stock indexes
have gained by leaps and bounds, hitting a
record string of records. “I have not seen
such enthusiasm on Wall Street since Ronald
Reagan,” said Peter Cardillo of First Standard
Financial, who has seen nine US presidents
come and go since 1971, when he started
working at the heart of global finance.

In 2017, the S&P 500 soared 19.4 percent
while the blue-chip Dow Jones Industrial
Average gained 25 percent and the tech-
heavy Nasdaq added 28.3 percent-the
strongest performances since 2013.

Only two other presidents, the Democrats
Barack Obama and Franklin Roosevelt, saw
higher gains in the broad-based S&P 500
during their first years in office. Analysts say
euphoria over the tax overhaul that slashed
corporate rates, which Trump signed last
month, fed Wall Street’s buying frenzy, along
with rising prosperity and job creation after a
decade of slow economic recovery.

“We got a very generous tax cut and of
course it favors corporate America and so
basically that means that we’re going to see
capital investments rise at a hefty pace, and
that could create more jobs,” Cardillo said.
After the tax package was enacted in
December, some companies wasted no time
in announcing pay raises and rosy earnings-
including automaker Fiat Chrysler, commer-
cial banking giant Wells Fargo and global
retailer Walmart.

But many companies have said the windfall
will go to increased payments to shareholders
and share buybacks rather than more invest-
ments and job creation.

In addition to the Christmas present of tax

cuts, Trump’s pro-business attitude has com-
forted investors.

‘Not related to Trump’ 
“Around him, the people in charge of the

American economy come directly from Wall
Street and Goldman Sachs,” said Gregori
Volokhine, president of Meeschaert Financial
Services. That includes senior White House
economic advisor Gary Cohn and Treasury
Secretary Steven Mnuchin, among others.

“It’s a team of insiders. Donald Trump lets
things happen and what happens is market
friendly.” Those welcome signals from the
White House come against the backdrop of
steady economic expansion, with US GDP
growing every year since 2010, fuelling the
good mood on Wall Street.  Trump and his
team are seen as having given the economy
a “boost,” Cardillo said, noting that “the US
economy and job creation were already
robust before him.” But the healthy US out-
look is also part of a bigger, global picture.
The International Monetary Fund estimates
the world economy will grow by 3.7 percent
this year after expanding by 3.6 percent in

2017, further increasing demand for US
exports.

And as Volokhine noted, “last year, the
most successful financial markets in the
world were Argentina, Nigeria and Turkey. “It
was obviously not related to Donald Trump.”
Underscoring the impact of global conditions
on the US economy, he noted that the 55
percent of American companies on the S&P
500 that are export-dependent have become
even more competitive due to the weakening
of the US dollar, which fell nearly 10 percent
last year.

Meanwhile, individual investors who are
cautiously dipping their toes back into
American stock markets after suffering so
heavily in the financial meltdown of 2008,
seem largely unconcerned by the president’s
penchant for controversy.

“Everything he does is not perfect but
Donald Trump does what he promised,” said
Steven Kinney, a New Jersey resident who
has been investing on Wall Street for four
years, and says he more than quadrupled his
investments last year thanks to skyrocketing
tech stocks. —AFP

NEW YORK: This file photo taken on December 8, 2016 shows the Wall Street Bull sculp-
ture is seen in the Financial District in New York. —AFP

Bank of America 
profits drop due to 
US tax reform hit
NEW YORK:  Bank of America reported bet-
ter-than-expected fourth-quarter earnings
yesterday on solid loan growth and a lift from
higher interest rates, despite a hefty one-time
hit associated with US tax reform.

Earnings at the US banking giant tumbled
50.2 percent to $2.1 billion. The bank booked
$2.9 billion in one-time costs associated with
deferred taxes due to tax reform after previ-
ously signaling the hit.

Revenues rose 2.2 percent to $20.4 billion.
Higher interest rates boosted results, enabling
the bank to make more money on the loans it
grants to banks and customers. On the down-
side, some of the bank’s trading divisions suf-
fered revenue declines due to low volatility.

Consumer banking loans and credit/debit
card spending rose during the period, which
overlapped the holiday shopping season.

The bank has cut its retail branch footprint
compared with a year ago, with more con-
sumers now banking online. The overall head-
count is also down from last year.  “Client

activity was strong across all of our business-
es in 2017,” said chief financial officer Paul
Donofrio. 

“Once again, we delivered positive operat-
ing leverage by carefully managing expenses

even as we continued to invest in new capa-
bilities and technology that make it easier for
our customers to do business with us.”

Shares rose 0.2 percent to $31.30 in pre-
market trading. —AFP

WASHINGTON DC:  This file photo taken on February 3, 2017 shows a woman using an
ATM at a Bank of America branch in Washington, DC. —AFP

French brace for 
‘massive’ imports of 
South American beef
SAINTE-CECILE, France: Cedric Mandin, who raises some 800
Charolais cows with his brother in France’s Vendee region, is the
fourth generation of his family to own their farm, and he fears he will
be the last. The source of his worry is a huge trade deal being negoti-
ated by the European Union and the four Mercosur members
Argentina, Brazil, Paraguay and Uruguay-an accord whose signature
seems closer than ever.

If the treaty goes through, “we would be in an impossible situation,
untenable”, said Mandin, 44, who inherited his 270-hectare farm 20
years ago.

“Today we’re paid between 3.60 and 3.70 euros per kilogram of
meat, but our production costs are 4.50 euros a kilo,” he said while
chain-smoking cigars. “We already have a deficit and face a difficult
situation on our farms. If on top of that we add these massive imports
of South American beef in Europe, we’re liable to see prices collapse.”

France’s cattle industry, the largest in Europe, has been facing a
deep crisis of rising costs and lower prices-against a backdrop of
falling meat consumption. Many ranchers are barely able to make a
profit, while debt levels have been rising. 

‘We’ve tried everything’ 
“We’ve been in a crisis for four years, four years that we’ve been

trying to streamline everything, clamp down everywhere, cut our costs
to the limit,” said Mandin, shrugging his shoulders.

“There comes a point where you can’t cut any more-in terms of
competitiveness we’ve tried everything.” If the EU and the South
American countries reach the agreement, at least 70,000 tons of
Mercosur beef could enter Europe each year, free of custom charges.
European negotiators consider this an enormous amount, while the
South American side says it falls well short of what is necessary. The
new imports would represent just one percent of Europe’s total beef
production, and 4.5 percent of France’s output.

But ranchers say the current market structure could not absorb the
increase, which would come on top of the 65,000 tons the EU has
agreed to allow in from Canada as part of a trade deal.

That assessment is shared by Philippe Chotteau, chief economist at
the French Livestock Institute, who said the lower-priced beef will
“aggravate the crisis”. —AFP


