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Dollar rallies on easing tensions 
and softer trade war rhetoric

KUWAIT: US President Donald Trump declared “a
new phase” of trade relations after reaching an
agreement with European Commission President
Jean-Claude Juncker, easing tensions following
Trump’s threat to impose tariffs on car imports.
Trump had warned last week that he would move
forward with 25 percent tariffs if the meeting did not
go well. The two sides agreed to expand European
imports of US liquefied natural gas and soybeans,
and lower industrial tariffs on both sides, leaving
automakers aside as they continue to endure losses.
Investor concern eased while US equities rose as 10-
year treasury yield rose to reach 2 month high of
2.976 percent. 

The Trump administration announced last Tuesday
that it will implement a relief package program to
pay up to $12 billion in order help US farmers handle
the growing trade war with China, the European
Union, and others. 

The move signals clear intent that President
Trump is determined to stick to his tariff plan, yet
the plan was met by criticism by many farmers, law-
makers, and republicans. On a different note, Trump
tweeted that the US will impose large sanctions on
Turkey for  the detainment of  Pastor  Andrew
Brunson. The tweet depreciated the Turkish Lira by
1.76 percent against the dollar within minutes. 

Oil markets have witnessed plenty of volatility
during the past week. The US continued to trade
threats with Iran. Additionally, US crude oil invento-
r ies  dropped to their  lowest  level  s ince 2015.
According to the Energy Information Administration,
inventories fell 6.1 million barrels during the week,
leaving a total of 404.9 million barrels left (not
including the American emergency petroleum
reserve). Adding fuel to fire, Saudi Arabia announced
it was “temporarily halting” all oil shipments through
a strategic Red Sea shipping lane immediately, after
an earlier attack on two crude vessels by the Iran-
aligned Houthi movement. Brent Crude futures set-

tled at $74.29 towards the end of the week. On the
FX front, the US dollar had a volatile week reacting
to sudden changes in the trade-war rhetoric with
Europe especially. During the past week, the green
back gained as much as 0.378 percent. The currency
closed the week at 94.683. 

Existing home sales drops
US sales of exist ing homes fel l  in June as

Americans in search of homes confront prices that are
rising nearly double the pace of wage growth. The
National Association of Realtors announced total
existing-home sales fell 2.2 percent from a year ago in
June, largely due to a shortage of homes and rising
building materials costs. NAR’s chief economist said
that “there continues to be a mismatch between the
growing levels of home buyer demand in most of the
country in relation to the actual pace of home sales,
which are declining.” Though the number of homes for
sale rose for the first time since 2015, median sales
price increased 5.2 percent annually in June.

ECB maintains the status quo 
As widely expected by the market, the ECB kept

policy and guidance unchanged. The statement by
ECB President Mario Draghi was not changed since
the latest meeting. Fixed income investors looking
for more detail on reinvestment policy have been
disappointed as Draghi didn’t answer any questions
on the topic saying simply that “it wasn’t discussed”.
During his statement Draghi noted the positive
accelerat ion in  wage growth in  the region.
Addit ional ly, the ECB views growth to remain
“broadly balanced” as per their assessment. The
governing council remains confident that inflation is
converging to target in a sustainable manner, but
weak underlying inflation means “ample” stimulus is
still required: prudence, patience and persistence is
still needed when setting policy.  

On the FX side, the euro started the week at

1.1727 and lost ground to the dollar to reach 1.1622
on Friday. The single currency was supported at the
1.17 levels, yet after the ECB statement the Q&A ses-
sion weighed in heavily on the currency as reinvest-
ment strategy was not discussed and expectations
for an interest rate hike may occur by the end of
summer 2019. 

May to take control of EU talks
Theresa May has taken back control of crucial

negotiations with Brussels from her new Brexit sec-
retary just hours after the government published its
white paper on withdrawing from the European
Union. May announced she would lead the talks with
the EU while the recently appointed Dominic Raab
would be in charge of domestic preparations. 

In light of the earlier mentioned news the sterling
gained on the Euro, yet the overall uncertainty on
the Brexit negotiations outcome remains an anchor
for both currencies. The pound had a third straight
week of decline after the EU’s chief negotiator
Michel  Barnier  re jected a key part  of  the UK
Government’s Brexit proposal. The sterling levels are
justifiably subdued below the 1.31 levels. 

Japanese manufacturing 
The Japanese manufacturing sector recorded its

slowest growth in 20 months this July. The Nikkei
Japan manufacturing PMI showed a preliminary
reading of 51.6, down from 53.0 in June. Growth in
output, employment, inventories and purchase quan-
tities all slowed, with a decline in order backlogs.
This hints that the slowdown in July may extend in
the months ahead, with new export orders continu-
ing to decl ine and domest ic  orders remaining
unchanged. 

Tokyo’s core inflation increased by 0.8 percent in
July from a year earlier, accelerating for a second
straight month but offering little comfort to the Bank
of Japan as it struggles to reach its elusive 2 percent
inflation target. The central bank will meet next week
and perhaps the current inflation level won’t warrant
a change in the framework of their monetary policy
stance. 

Kuwait
Kuwaiti dinar at 0.30265
The USDKWD opened at 0.30265 yesterday

morning.

GENEVA: Swiss watchmaker Swatch Group is quitting the
annual Baselworld watch and jewellery trade fair, the NZZ am
Sonntag newspaper reported yesterday, calling time on an
event that has been a fixture of the luxury industry calendar for
a century. Omega maker Swatch is the most important exhibitor
at Baselworld, which traces its history back to 1917, but more
and more brands are deserting the fair held every March, blam-
ing high costs and insufficient returns.

“The Swatch Group has decided not to be present at
Baselworld from 2019,” the newspaper quoted Swatch chief
executive Nick Hayek as saying. Swatch Group confirmed the
decision in a statement.

The portfolio of Swatch, based in Biel in western Switzerland,
spans the expensive Breguet, more affordable Longines and
plastic Swatch timepieces.

Some of Swatch’s high-end competitors have left Basel for
a rival fair in Geneva, but Hayek said traditional annual watch
fairs were no longer useful in a more transparent and fast-
paced world.

Major exhibitors such as Swatch budget about 50 million
francs ($50.3 million) for each Baselworld, to cover travel and
hotel expenses for staff and guests, the paper said.

“Annual watch fairs, as they exist today, no longer make
much sense,” Swatch Group said in its statement. “This does not
mean that they should disappear. But it is necessary that they
reinvent themselves, responding appropriately to the current
situation and demonstrating more dynamism and creativity. At
the moment, the trade fairs are failing to do so.”

Hayek, a famously outspoken and flamboyant character in a
staid and conservative industry, cited the cost of the fair’s 430
million franc exhibition building as a reason for the decision to
withdraw.“We are not there to amortize an expensive hall
designed by (Swiss architects) Herzog & de Meuron,” Hayek
told the paper. Swatch Group said the funding of the new build-
ing was largely financed by the watch industry during the fairs,
and Baselworld’s organizers were more concerned with that
than “having the courage to make real progress and to bring
about true and profound changes.”

Nobody at Baselworld could be reached for comment
yesterday. Michel Loris-Melikoff, who took over as man-
aging director of Baselworld at the beginning of this
month, said Baselworld intended to remain the number one
event for the watch industry. “It would be a great disap-
pointment if the Swatch Group were to leave Baselworld,”
he told the paper. “We are doing everything we can to
keep them in Basel.” — Reuters
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CURRENCY BUY SELL
Europe

British Pound 0.391682 0.405582
Czech Korune 0.005797 0.015097
Danish Krone 0.043424 0.048424
Euro 0. 346973 0.360673
Georgian Lari 0.137636 0.137638
Hungarian 0.001144 0.001334
Norwegian Krone 0.033091 0.038291
Romanian Leu 0.064988 0.081838
Russian ruble 0.004853 0.004853
Slovakia 0.009058 0.019058
Swedish Krona 0.030433 0.035433
Swiss Franc 0.299242 0.310242

Australasia
Australian Dollar 0.216960 0.228980
New Zealand Dollar 0.200358 0.209858

America
Canadian Dollar 0.227476 0.236476
US Dollars 0.299400 0.304700
US Dollars Mint 0.299900 0.304700

Asia
Bangladesh Taka 0.003057 0.003858
Chinese Yuan 0.043293 0.046793
Hong Kong Dollar 0.036920 0.039670
Indian Rupee 0.003867 0.004639
Indonesian Rupiah 0.000017 0.000023
Japanese Yen 0.002653 0.002833
Korean Won 0.000262 0.000277
Malaysian Ringgit 0.071605 0.077605
Nepalese Rupee 0.002624 0.002964
Pakistan Rupee 0.001773 0.002543
Philippine Peso 0.005652 0.005952
Singapore Dollar 0.217663 0.227663
Sri Lankan Rupee 0.001588 0.002166
Taiwan 0.010414 0.010594

Thai Baht 0.008775 0.009325

Arab
Bahraini Dinar 0.789938 0.806438
Egyptian Pound 0.014329 0.020047
Iranian Riyal 0.000084 0.000085
Iraqi Dinar 0.000197 0.000257
Jordanian Dinar 0.423765 0.432765
Kuwaiti Dinar 1.000000 1.000000
Lebanese Pound 0.000156 0.000256
Moroccan Dirhams 0.020559 0.044559
Omani Riyal 0.781994 0.787674
Qatar Riyal 0.079074 0.084014
Saudi Riyal 0.079847 0.081147
Syrian Pound 0.001286 0.001506
Tunisian Dinar 0.110683 0.118683
Turkish Lira 0.057283 0.067583
UAE Dirhams 0.081207 0.082907
Yemeni Riyal 0.000986 0.001066

EXCHANGE RATES

Swatch quits annual 
Baselworld trade fair 

LUSAKA: A Turkish company has
expressed interest in refinancing Zambia’s
$750 million Eurobond falling due in 2022,
Zambian President Edgar Lungu said on
Saturday during talks with Turkey’s
President Tayyip Erdogan. Zambia, whose
credit rating was downgraded by Moody’s
on Friday, said in December last year that it
would begin refinancing Eurobonds worth
a total $3 billion in 2019 to reduce the cost
of debt servicing for Africa’s No.2 copper
producer.

During talks in Lusaka with the vis-
iting Turkish president, broadcast on
state ZNBC TV, Lungu said that the
firm would send representatives to
Zambia in September to discuss details
of refinancing.

“We urge you to take keen interest in

this matter and encourage the company to
pursue this deal without hesitation,” Lungu
told Erdogan during the meeting held at
State House, but gave no details about the
company he mentioned.

As well as the $750 million Eurobond,
Zambia has a $1 billion Eurobond due in
2024 and another $1.25 billion Eurobond
which will be due for repayment in 2027.
Ratings agency Moody’s on Friday down-
graded Zambia’s long-term issuer ratings
to Caa1 from B3 and maintained a stable
outlook, reflecting ongoing fiscal consoli-
dation challenges.

The International Monetary Fund in
February rejected Zambia’s borrowing
plans, saying they risked making it harder
for the southern African country to sustain
its debt load. — Reuters

Record drought 
grips Germany’s 
breadbasket
NIEDERNDODELEBEN, Germany: Withered sunflow-
ers, scorched wheat fields, stunted cornstalks-the
farmlands of northern Germany have borne the brunt of
this year’s extreme heat and record-low rainfall, trig-
gering an epochal drought.

As the blazing sun beats down, combine harvesters
working the normally fertile breadbasket of Saxony-
Anhalt in former communist East Germany kick up
giant clouds of dust as they roll over the cracked earth.

“It hasn’t really rained since April and that’s the main
growth period for our grains and the other crops-
we’ve never seen anything like it,” said Juliane Stein of
Agro Boerdegruen, a farming conglomerate formed
after German reunification in 1990.

“We’ve reached the point here in Germany where
we’re talking about a natural disaster that’s a threat to
our livelihood.” A natural disaster is declared by
German authorities during a drought when at least 30
percent of the average annual harvest is destroyed. 

Given the massive losses feared by the sector this
year, the German Farmers’ Association (DBV) has
called crisis talks tomorrow to discuss urgent state aid.

While southern Germany has seen largely normal
rainfall this year, the north has been in the grip of an
unrelenting high-pressure system creating weather
conditions more familiar in southern France or Italy.
“We expect billions in losses,” DBV president Joachim
Rukwied told German media last week.

‘As flammable as straw’ 
The grain crop alone has shrunk by up to eight mil-

lion tons or around 18 percent this year, stripping 1.4
billion euros ($1.6 billion) from revenues so far. “The
government needs to declare a state of emergency so
that farmers in areas hit hardest by the drought can be
helped directly with cash aid,” Rukwied said.

While the sunshine has fostered larger and sweeter
fruit than usual, sugar beets, rapeseed, potato and corn
crops have been decimated in the drought, prompting
farmers to cut their losses and harvest two to three
weeks earlier than usual.

“The cornstalks are knee-high” and are sprouting
smaller cobs or none at all , said Stein of Agro
Boerdegruen, located about 150 kilometers (90 miles)
west of Berlin. “Normally they should be over two
meters by now.” Stein said that to grow crops like
potatoes-a staple of the German diet-her farms have
long relied on watering systems because the region, in

the rain shadow of the Harz Mountains, is generally too
dry. However it is too late to expand such systems to
other fields this year, and in the long run would be too
expensive to justify with other crops.  Meanwhile the
knock-on effects of the grain shortage have already
been dramatic, depriving farmers of animal feed and
sending prices soaring.

Many dairy farmers have responded by selling
their livestock. The number of slaughtered cows and
heifers surged 10 percent in the first two weeks of
July, according to f igures from the Federal
Agriculture and Nutrition Agency. While Sweden
and Greece have been ravaged by devastating forest
fires, Germany has been less afflicted due to its less
vulnerable types of vegetation and higher concen-
tration of fire brigades.

However grain fields mark an exception and
Saxony-Anhalt has seen wide swathes of farmland go
up in flames. “Wheat when it’s dry is as flammable as
straw,” Stein said. A drive through the farmland east of
the River Elbe shows crops covered with the black soot
of recent fires, with 70 hectares (170 acres) near the
village of Barleben bearing the apocalyptic remains of
a spark that raged across the parched field this month.

‘Nothing you can do’ 
So will northern Germany become a region of olives,

wine and citrus fruits? Stein said farmers here will like-
ly find other ways to adapt. No-till farming, which
allows seeds to be sown without disturbing the soil,
and the use of mulch to improve germination rates are
two techniques already in practice. 

Meanwhile seed breeding is developing crops that
are more resistant to heat and dryness. However the
process can take a decade or more and the European
Court of Justice ruled last week it should be considered
genetic manipulation and thus subject to stricter
scrutiny by regulators.

Thomas Endrulat of the German Weather Service
said it had been at least 15 years since the country had
experienced a similarly hot, dry summer. 

Such extremes matched forecasts seen in climate
change models for Europe but he warned against
drawing catastrophic conclusions from an “exception-
al” year.

“You are seeing a rising number of heatwaves, just
like you have hard winters or heavy rainfall and floods,”
Endrulat said. “That bandwidth is part of our weather
in central Europe.” 

But for farmers in the grip of this year’s drought,
that is cold comfort. “You plant the grain in the autumn,
it germinates and then it needs water in the spring to
grow,” Stein said. “If that doesn’t happen, there’s noth-
ing you can do.” — AFP 

Withered sunflowers, scorched wheat fields, stunted cornstalks — the farmlands of northern Germany
have borne the brunt of this year’s extreme heat and record-low rainfall, triggering an epochal drought.

Turkish firm wants to refinance 
Zambia Eurobond


