
Monday, June 4, 2018

12
B u s i n e s s

Established 1961 

EXCHANGE RATES

BAHRAIN EXCHANGE COMPANY WLL

CURRENCY BUY SELL
Europe

British Pound 0.398565 0.412465
Czech Korune 0.005739 0.016039
Danish Krone 0.043612 0.048612
Euro 0. 346506 0.360206
Georgian Lari 0.138716 0.138718
Hungarian 0.001142 0.001332
Norwegian Krone 0.033174 0.038374
Romanian Leu 0.064880 0.081730
Russian ruble 0.004877 0.004877
Slovakia 0.009039 0.019039
Swedish Krona 0.030477 0.035477
Swiss Franc 0.300694 0.311694

Australasia
Australian Dollar 0.221522 0.233522
New Zealand Dollar 0.205831 0.215331

America
Canadian Dollar 0.228876 0.237875
US Dollars 0.299000 0.303400
US Dollars Mint 0.299500 0.303400

Asia
Bangladesh Taka 0.002999 0.003781
Chinese Yuan 0.045824 0.049324
Hong Kong Dollar 0.036869 0.039619
Indian Rupee 0.003853 0.004580
Indonesian Rupiah 0.000017 0.000023
Japanese Yen 0.002702 0.002882
Korean Won 0.000272 0.000267
Malaysian Ringgit 0.072605 0.078605
Nepalese Rupee 0.002734 0.003074
Pakistan Rupee 0.002004 0.002774
Philippine Peso 0.005621 0.005921
Singapore Dollar 0.221330 0.231330
Sri Lankan Rupee 0.001557 0.002137
Taiwan 0.010400 0.010580
Thai Baht 0.009126 0.009676

Arab
Bahraini Dinar 0.797090 0.805590

Dollarco Exchange Co. Ltd

Egyptian Pound 0.014304 0.020022
Iranian Riyal 0.000084 0.000085
Iraqi Dinar 0.000196 0.000256
Jordanian Dinar 0.422896 0.431896
Kuwaiti Dinar 1.000000 1.000000
Lebanese Pound 0.000156 0.000256
Moroccan Dirhams 0.021231 0.045231
Omani Riyal 0.780955 0.786635
Qatar Riyal 0.078964 0.083904
Saudi Riyal 0.079740 0.081040
Syrian Pound 0.001285 0.001505
Tunisian Dinar 0.113821 0.121821
Turkish Lira 0.060955 0.071255
UAE Dirhams 0.081098 0.082798
Yemeni Riyal 0.000985 0.001065

Rate for Transfer Selling Rate
US Dollar 302.740
Canadian Dollar 234.495
Sterling Pound 405.585
Euro 354.565
Swiss Frank 301.675
Bahrain Dinar 805.100
UAE Dirhams 82.825
Qatari Riyals 84.060
Saudi Riyals 81.625
Jordanian Dinar 428.276
Egyptian Pound 16.939
Sri Lankan Rupees 1.913
Indian Rupees 4.515
Pakistani Rupees 2.616
Bangladesh Taka 3.624
Philippines Pesso 5.760
Cyprus pound 18.015
Japanese Yen 3.760
Syrian Pound 1.590
Nepalese Rupees 2.828
Malaysian Ringgit 76.965
Chinese Yuan Renminbi 47.595
Thai Bhat 10.455
Turkish Lira 65.520

VERSAILLES: In this file photo taken on March 06, 2017 (From L) Spanish Prime Minister Mariano Rajoy,
German Chancellor Angela Merkel, French President Francois Hollande and Italian Premier Paolo
Gentiloni visit the Hall of Mirrors at Versailles Palace during an informal summit of the heads of conti-
nental Europe’s biggest economies focusing on the Brexit. —AFP 

NBK Weekly Market Report

KUWAIT: Trade war was the dominating theme last week as
the Italian political crisis took a back seat after the populist
government was formed. The US had given temporary
exemptions for the EU, Canada and Mexico, which expired at
the end of last week. Afterwards, the US imposed tariffs of
25% on steel and 10% on aluminum. This elevates the stake
considerably in global trade tensions and will be unquestion-
ably followed by measures being publicized by these three
important trading partners of the US. Canada has already
confirmed that USD 12.8bn worth of tariffs on US steel, alu-
minum and other imports will take effect on July 1st.
Moreover, Mexico has promised action and EU Commission
President vowed imminent response.

However, the impact in the currencies market has been
marginal so far. It seems from the initial reaction that there is
a strong consensus that this may not result in any large scale
trade war. The likely reason for such a lack of volatility in the
FX market is that the US may not respond to actions imposed
by other trading partners.

Other nations that were hit by the initial placement of
these tariffs in April did retaliate with no action followed from
the US, so there is some logic in this assumption for now. Still,
the risks of a more damaging escalation in trade conflict is
now higher than before and that may potentially extend the
period of recent positive performance in safe haven curren-
cies. The recent surge in the two and ten year dated Treasury
yields took a U-turn and have fallen in five of the last six ses-
sions, reversing an uptrend that has been in place for the last
couple of months. Demand for safe haven assets such as US
government bonds, CHF and JPY are on the rise.

A robust labor report
The American economy added 223K jobs last month and

the unemployment rate edged to an 18-year low to 3.8%. The
data indicates that the US labor market continues to tighten
further and may cause inflation to increase even more as labor
supply diminishes. As for wages, the average pay rose
0.3%after edging up by 0.1% in April. That lifted the annual
increase in average hourly earnings to 2.7% from 2.6% in April.
All of the above three indicators beat forecasts and this gives
room for the FOMC to hike a further two times this year.

In the private sector, the US economy is experiencing
more difficulty in attaining new employees in an era of
record number of open positions. It seems that the labor
market tightness and an unemployment rate that is consider-
ably low is part of the story. Moreover, the below trend
numbers for the past two months may have been impacted
by worries of trade wars with America’s trade partners and a
shortage of qualified workers. In details, the private segment
added 178K jobs in May, below the expected forecast of
190K and the number for April was revised downward from
204K to just 163K. 

As for the US dollar, the buck began its weekly session on
a strong footing and appreciated to the highest level since
November 2017. The Dollar received support from risk aver-
sion and a weaker EUR/USD. However, the greenback’s
upward momentum failed to uphold as the Italian crisis faded
out of the picture and the euro recovered due to positive
economic data. At the last trading day of the week, the USD
dollar index gained ground after the strong labor report data.
The DXY closed slightly higher by 0.22% over the past week. 

US GDP eases slightly
The second preliminary estimate of Q1 2018 GDP was slightly

revised lower by 0.1% to 2.2%. The latest growth figure is sub-
stantially lower than the final three months of 2017, when the
economy expanded at a 2.9% annual pace. The two main factors
for the moderate downward reassessment were a sharp slow-
down in consumer spending from 4% in Q4 2017 to 1% in Q1
2018 and the value of newly added inventories was slashed to
$20.2 billion from an original $33.1 billion. Moreover, exports
increased slower at 4.2% vs the first estimate of 4.8%, while
imports remained unchanged.

Nevertheless, the outlook for the US economy remains
resilient, when other economies like the EU, UK and to some
extent China are experiencing a slowdown in economic momen-
tum. The broader indicators suggest the US economy remains on
a firm footing so far in 2018, and the recent figures haven’t nega-
tively altered the FED’s monetary strategy of increasing interest
rates and slowly shrinking the money supply in the economy.
Several economists still anticipate that the $1.5 trillion income tax
cut package, which came into effect in January, will spur faster
economic growth this year and lift annual GDP growth close to
the Trump administration’s 3% target.

US Core PCE maintains the 1.8% Level
The Federal Reserve’s preferred measure on price growth

rose 0.2% on a monthly basis in April. In annual terms, the core
personal consumption expenditures index, rose 1.8%, holding
steady from a downwardly revised 1.8% in March (previously
1.9%), according to the US Department of Commerce. As for the
headline PCE, the index also remained unchanged at 2% on an
annual basis. Overall, inflation in the US has been improving on
several fronts from CPI to wages and on the PCE index too. This
indicates inflation momentum is not one off, is also becoming
more consistent and broad-based. The probability of an interest
rate hike from the FED on June the 13th currently stands around
85%.Treasury yields ticked higher after the data reached the
market. The yield on the two-year Treasury regarded as most
sensitive to Fed policy expectations, was up 1.2 basis points to
2.4234%. 

Consumer confidence improves in America
US consumer sentiment recovered in May after a modest

decline in the previous figure. The confidence level came in as
expected at 128 from 125.6 recorded in April. Looking at the inner
components, consumers’ valuation of current conditions
increased to a 17-year high, while their prospects for future con-
ditions rose less robustly. May’s robust data is correlated to a
healthy labor market and higher after-tax paychecks.
Nonetheless, US citizens face headwinds such as elevated gaso-
line costs and mortgage rates in a period of political uncertainty
regarding trade tensions. In addition, wages are somewhat mod-
est even as the unemployment rate is at the lowest level since late
2000. The overall picture suggests that the level of economic
growth in Q2 may have improved from Q1 as consumers’ assess-
ment of current conditions improved.

UK & EUROPE
Months of political uncertainty in Italy and last week’s nega-

tive movements in the country’s markets came to a halt as the
populist coalition government was sworn into power on Friday.
The Five Star Movement and the League face difficult constraints

from Italy’s fragile public finances to the EU rules that Rome must
abide by. It’s only fair that the two parties have their shot at gov-
erning, but it’s hard to see how they can deliver on their promises
to decreases taxes and increase welfare spending without being
in conflict with the EU. Moreover, risks for the single currency
would intensify if evidence began to emerge that public opinion
in Italy was materially shifting against maintaining membership in
the EU. Although, the European Commission’s latest indicator
revealed that 59% of Italians surveyed were in favor of the single
currency compared to nearly 30% against and 11% unsure. In
conclusion, Italy’s political and economic difficulties are still in
play, but they may very well be a contained problem and less of a
global risk than they were at the start of the week.

Inflation roars in the single economy
On an annual basis, consumer price growth in the euro-zone

inflated to 1.9% last month from 1.2% in April. Eliminating volatile
of energy and unprocessed food prices, inflation rose to 1.3%
from 1.1%. Another core inflation measure, which excludes alco-
hol and tobacco, came in at 1.1% from 0.7% seen in April.
Moreover, there was a significant rise in headline inflation across
the big four. German price growth soared from 1.4% to 2.2%.
French inflation was elevated from 1.8% to 2.3%. Spanish prices
jumped from 1.1% to 2.1%. Lastly, in Italy, inflation rose from
0.6% to 1.1%. The above data indicates inflation in the single
economy was mostly broad based.

The robust upward momentum in prices was mainly due to
energy prices, which shot up by a significant 6.1% in May com-
pared to 2.6% the month before. The headline inflation rate is
now back at the ECB’s target of below, but close to 2%. On the
other hand, some of the surge in prices could only prove tempo-
rary, as it is energy correlated. 

Therefore, in the absence of further oil price increases, the
effect of higher energy-related inflation could drop out in the
near future. After years of trying to attain the inflation target, it
could not have come at a more difficult time. Political issues
throughout Europe (Italy, Spain and Brexit) could reignite market
turbulence in the block and derail the Bank’s exit strategy. Despite
the political concerns, officials at the ECB have long debated that
the Bank’s mandate is to oversee inflation, not help countries out

of difficulties, suggesting little appetite now to give up plans to
normalize policy. The ECB’s monetary meeting is set for June 14
when it publishes fresh economic projections, but a decision on
whether to wind down the asset buys is more likely to come at
the July 26 meeting.

Looking at the euro, the EUR/USD depreciated to a 10 month
low on Tuesday as negative sentiments over the Italian political
turmoil spilled onto the FX market. The euro fell to a low of
1.1506 versus the Dollar. Afterwards, the single currency recov-
ered its losses thanks to a robust European consumer inflation
and receding tension in Italy. The EUR/USD opened the week at
1.1688 and closed on Friday at 1.1658. 

ASIA
China’s manufacturing sector defies economic slowdown  

China’s manufacturing industry defied market expectations
and further entered into growth territory as the PMI rose to an 8-
month high in May. The manufacturing PMI data came in at 51.9
from 51.4 recorded in April and was above the median forecast
compiled by Reuters of a decline to 51.3. The manufacturing PMI
has been hovering around 50 to 52, suggesting a moderate
expansion in production activities. Strong supply-demand factors
and inflated global commodity prices contributed to the improve-
ment in May’s manufacturing PMI reading. Meanwhile, the serv-
ice industry also didn’t disappoint to the downside and rose by
0.1 to 54.9. China continues to defy prospects of a slowdown in
spite of the fact that it’s clear the government is delivering on the
promise of maybe sacrificing a little bit of economic strength for
stability. However, uncertainty over trade remains the key risk to
growth in the near term. As for the World Bank’s projections,
China’s economic development is projected to moderate to 6.5%
in 2018 and 6.3% in 2019-20.

The safe haven Japanese yen was in demand throughout
last week as investors rushed into safety assets due to political
tensions in Italy and an increasing possibility of a global trade
war. The green back declined to a low of 108.10 against the yen
on Tuesday and consolidated till Friday. On the last trading day,
the US currency recovered its losses saved by the robust labor
report. The USD/JPY pair ended the week almost unchanged
at 109.53.

Global trade war looms as 
Italy crisis takes back seat

Boursa Kuwait adopts
FTSE Russell Industry 
Classification Benchmark
KUWAIT: As part of its ongoing commitment to attract
and facilitate international investments to Kuwait, Boursa
Kuwait will adopt the FTSE Russell Industry Classification
Benchmark (ICB) for all equity stocks listed on its markets,
starting this month, June 2018. 

The FTSE Russell ICB is a comprehensive, globally rec-
ognized standard, categorizing companies and securities
across four levels of classification. Each company is allo-
cated to the subsector that most closely represents the
nature of its business, determined by its primary source of
revenue and other publicly available information. Boursa
Kuwait CEO Khaled Abdulrazzaq Al Khaled hailed the
adoption, saying, “Adopting the FTSE Russell Industry
Classification Benchmark ensures that our bourse will
adhere to international standards and increase transparen-
cy as well as adopt universal benchmarks, allowing the
exchange to flourish and expand. 

Our goal of achieving worldwide status and becoming

a regional leader just became a little closer with this step,
an important milestone on our journey and goal of devel-
oping a liquid, reliable and sound capital market providing
issuers with efficient access to capital, and investors with
diverse return opportunities, evolving into a leading
regional exchange.”

Gary Rynhoud, FTSE Russell’s Head of the Middle East
and Africa, also welcomed Boursa Kuwait’s adoption of
the ICB, stating, “Boursa Kuwait’s adoption of ICB’s glob-
ally recognized classification standard will support the
local bourse in offering increased transparency, structure,
and standards to meet the needs of the global investment
industry and support increased international awareness
and investment into Kuwait. 

“The ICB is a rigorous and transparent rules-based
methodology and we are delighted that Boursa Kuwait
has chosen ICB to assist it in bringing their services in line
with the practices of the global investment community.”
Since its establishment in 2014, Boursa Kuwait has been
committed to raising the international standards of the
Kuwaiti market, facilitating the development of a sound,
internationally recognized, leading regional exchange. In
September 2018, Kuwait will be promoted to Secondary
Emerging market status, after undergoing FTSE Russell’s
Annual Classification Review in September 2017.

CBK launches 
travel campaign 
KUWAIT: The Commercial Bank of Kuwait (CBK)
recently launched its ‘Your Trip, Your Way Tickets, Cash
& One Kilo of Gold’ campaign, which entitles CBK card
holders chances to plan  a trip and win flight tickets,
cash prizes and gold. In this regard, CBK’s assistant
manager for individual banking services, Hameed
Salman stressed that CBK had always rewarded its

clients in appreciation for selecting it and that this time
CBK clients spending KD 10 using their credit cards in
Kuwait would get one chance to enter the monthly and
the final draws whereas each KD 10 spent abroad enti-
tles the card holder to three chances ( three entries) in
the monthly and the final draws. Salman added that the
campaign includes four draws to be held on July 8th,
August 12th while the third and fourth would be held on
September 9th to select 12 winners to win travel vouch-
ers valuing KD 1,750- 2,750 each in addition to addi-
tional KD 250 cash in the third and fourth draw. “One
lucky winner will get a chance to win one kilo of pure
Gold”, Salman added. 

Merkel offers Macron 
concessions on 
eurozone reforms
BERLIN: German Chancellor Angela Merkel delivered a
long-awaited answer to French President Emmanuel
Macron’s call for ambitious European Union reforms
yesterday, offering olive branches on investment and
help for debt-mired eurozone member states. More than
a year after Macron took office with the stated mission
to bolster the EU and make it more responsive to its cit-
izens, Merkel’s counter-offer comes at a time of height-
ened concern about the future of the bloc due to politi-
cal turmoil in Italy and Spain and transatlantic tensions.

Merkel told the Frankfurter Allgemeine

Sonntagszeitung ahead of a crunch EU summit this
month that Germany as the eurozone’s top economy
would support an investment budget whose total would
be “at the lower end of the double-digit billions of euros
range”. She said the “rainy day fund”, as it has been
dubbed, would serve to help even out economic imbal-
ances between richer and poorer European countries
“which need to catch up in the areas of science, technol-
ogy and innovation”.

“We need quicker economic convergence between
the member states,” she said. “To do that we have to
strengthen investment capability with the help of addi-
tional structural policies,” she said, adding that the fund
would be phased in gradually and then evaluated in
terms of its effectiveness. Although Merkel’s budget tar-
get falls short of the range proposed by Macron, it rep-
resents a concession of sorts to his view that excessive
austerity has undermined faith in the bloc.


