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British economy still under effects of Brexit
KUWAIT: The US dollar was pressured earlier in the week
as markets awaited the details of Donald Trump’s new tar-
iff threat on China. The Trump administration previously
announced they were looking to impose another tax on
China. This time worth $200 billion of Chinese goods. The
US government has sought public comment on the pro-
posed list of goods that would be affected by the tariffs.
The public comment period closed on September 6. China
responded by saying they would be forced to retaliate in
kind. “If the United States, regardless of opposition,
adopts any new tariff measures, China will be forced to roll
out necessary retaliatory measures,” commerce ministry
spokesman Gao Feng said.

The two nations have already placed tariffs on $50 bil-
lion on each other’s goods, spooking financial markets as
investors and policy makers worried the bitter trade war
could derail global growth.

The US dollar did manage to rebound at the end of the
week however, after impressive labor data was released.
The US economy added 201,000 jobs in August beating
expectations while the unemployment rate remained
steady at 3.9 percent. Average hourly wages rose 10 cents
or 0.4 percent over last month taking the year-on-year
increase to 2.9 percent. The increase in wages marks the
highest growth since April 2009. 

Treasury yields jumped after the numbers were
released and stock futures fell on expectations the data
justified more rate hikes from the Federal Reserve. While
market consensus has widely agreed upon a hike in
September at 96 percent, the latest figures make the case
for a fourth hike in December more likely. The benchmark
10-year yield rose to 2.930 percent, up from 2.877 percent
on Thursday.

New York Federal Reserve bank President John
Williams said that current economic conditions are “as
good as it gets” for the US central bank. Inflation is near
the Fed’s 2 percent target, the labor market is at or near
full employment, and there is no sense that financial risks,
whether domestic or abroad, are particularly serious. He
also specifically dismissed concerns that the narrowing
gap between long and short-term interest rates could risk
an “inversion” of the yield curve if the Fed keeps hiking
rates. An inverted yield curve is when short-term rates rise
higher than those for long-term securities. They are usual-

ly taken as a sign of market pessimism and typically pre-
cede recessions.

Brexit impact
In the UK, the British pound had some volatile move-

ment last week due to continuing uncertainties with Brexit.
The pound started off with a steep sell-off but recovered
quickly mid-week after a report saying that Germany and
UK made concessions on the Brexit negotiations. However,
a German government spokesman cleared the air and said
the position on Brexit is unchanged. The pound returned
to the previous week’s level at around 1.2930. 

In other news, British manufacturers had their weakest
month in over two years and export orders suffered a rare
decline in August, a warning that a world economic slow-
down, as well as the approach of Brexit, is weighing on the
country’s factories. The IHS Markit/CIPS UK
Manufacturing Purchasing Managers’ Index (PMI) fell to
52.8, its lowest level since July 2016, immediately after the
Brexit vote, and a lot weaker than a forecast of 53.8.

Foreign demand decreased for the first time since April
2016, despite the continued relative weakness of the sterling
exchange rate. Some firms linked lower inflows of new work
from abroad to the recent weaker pace of expansion of the
world economy. IHS Markit director Rob Dobson said, the
latest PMI report suggested the sector will likely fail to pro-
vide any support to the UK economy in the third quarter.

With regards to services however, service providers
experienced a stronger increase in business activity and
incoming new work during August. Improving business
conditions helped to underpin a rebound in employment
growth to its fastest for six months. At 54.3 in August, up
from 53.5 in July, the seasonally adjusted index reached its
second highest level since February. Growth of incoming
new work picked up only slightly since July, but was still
softer than the trend since the current phase of expansion
began in August 2016. 

Economists have said that the prospect of leaving the
European Union in March next year without any trade
agreement have continued to weigh on sentiment. Business
expectations for the year ahead sank noticeably lower,
down across all sectors to one of the lowest levels seen
since the EU referendum, largely reflecting increased anxi-
ety over Brexit negotiations.

Finally, Bank of England Governor Mark Carney told
MPs last week that he was willing to stay on as governor
beyond his planned departure date June 2019 in order to
“smooth” the Brexit process. “Even though I have already
agreed to extend my time to support a smooth Brexit, I am
willing to do whatever else I can in order to promote both
a smooth Brexit and effective transition at the Bank of
England,” he said. Carney had already extended his time as
governor once after the British referendum to support the
transition. 

However, Carney warned that a no-deal scenario would
lead to rising prices and falling real incomes. He reiterated
that Britain’s economy would suffer a shock if the country
leaves the EU without reaching a deal, saying households
would feel a renewed squeeze on their incomes for a few
years. He also concluded that there were limits to what the
Bank could do to mitigate those effects. The British gov-
ernment has yet to confirm if they would keep Governor
Carney for the extended term. 

Trump turns eye on Japan
In Japan, the yen had been slowly appreciating against

the US dollar the past few weeks as markets turned to its
safe haven status. The move might be fueled further if
reports that US President Trump is targeting Japan next
for unfair trade practices turn out to be true. James
Freeman from the Wall Street Journal, said he took a per-
sonal phone call from the President and has reported that
Trump referred to the good relationship with Japan but
then added “but of course that will end as soon as I tell
them how much they have to pay.” With the Brexit nega-
tions, global trade war, and ongoing emerging markets cri-
sis dilemma, Trump turning his attention to trade in Japan
would only unnerve market participants further and poten-
tially increase risk aversion.

Kuwait
Kuwaiti dinar at 0.30290
The USDKWD opened at 0.30290 yesterday morning.

REYKJAVIK, Iceland: It’s been 10 years
since Iceland’s economy crashed, but
Asthildur Thorsdottir and her husband
Hafthor Olafsson are still struggling
with crippling debt and an uphill legal
battle to save their family home. After
taking out what would end up being a
toxic loan, the parents of two now adult
sons have lived under the threat of evic-
tion since 2012. The couple has spent
countless hours and huge sums fighting
to keep their house.

“I don’t know whether I would have
started all this if I’d known it would take
so much from our lives,” says Asthildur,
a 51-year-old grammar teacher.

She and her husband bought their
home 11 years ago, shortly before
Iceland’s inflated banking system
crashed. They wanted more space than
what their two-bedroom apartment on
the outskirts of Reykjavik offered them
and their children, who were then in
primary school.

With prices rising, the couple bit the
bullet in mid-2007 and bought a 165-
square-metre (1,775-foot) house in a
residential area of Reykjavik for 55.4
million kronur (443,000 euros,
$512,000 at today’s exchange rates).

They paid part up front, and for the
remaining 30.4 million kronur they took
out a 40-year mortgage indexed
against the stable Swiss franc and
Japanese yen.

“This kind of loan was recommended
by everybody. The banks, the realtors,
etc,” explains Hafthor, a 54-year-old
audio and video equipment salesman.

“We did look at the currency rate
some 15 years back and we estimated
that we could easily manage up to a 30-
percent fluctuation,” says Asthildur.

But in October 2008, Iceland’s banks
were declared insolvent, sending the
entire economy crashing down.

Illegal loans  
According to a 2011 report from the

Icelandic Financial Services
Association, around 70,000
Icelanders-out of a population of
320,000 — had signed these kinds of
loans, with attractive interest rates, to
splurge on a new 4x4, a bigger house or
even a holiday. 

But between August and November
2008, the value of the krona tumbled by
more than 50 percent, sending inflation
soaring to 18 percent. Households,
whose mortgages were either indexed
against inflation or foreign currencies,
saw their monthly payments skyrocket.

“Our mortgage more than doubled
and the amount we borrowed went up
to 74 million kronur,” Hafthor recalls-

more than the cost of the home.In
June 2010, the Supreme Court ruled
that loans indexed against foreign
currencies were i l legal  and that
households were not required to pay
back the share of their mortgage that
corresponded to forex losses. But this
was just the beginning of some home
buyers’ woes, with banks launching
lawsuits against families for defaulting
on payments.

For the large majority of indebted
homeowners, the authorities found a
solution.  “Most of the loans were
revised downwards, enabling this enor-
mous weight to be lifted from Icelandic
households,” said Katrin Juliusdottir, the
head of the Icelandic Financial Services
Association. In order to make this work,
banks had to cough up around 200 bil-
lion kronur, or about 10 to 15 percent of
gross domestic product (GDP) at the
time, and the state around 100 billion
kronur. Household debt, which exceed-
ed 120 percent of GDP in 2009, fell to
less than 80 percent in 2017, a govern-
ment report showed earlier this year.

A lost decade 
But more than 6,000 homeowners in

Iceland lost their homes in foreclosure
sales in 2008-2015, according to statis-
tics published by parliament.

That doesn’t include those who had
to sell their homes in order to pay their
debts, and for whom there are no offi-
cial statistics. For Asthildur and Hafthor,
the eviction threat hanging over their
heads since 2012 for unpaid mortgage
payments remains.

As part of their fight, they are with-
holding payment until their monthly
payments are recalculated.

“We will pay what we owe when it’s
legally calculated,” says Hafthor. 

But for 10 years, the family has been
living in uncertainty. “This is one-fifth of
my life that has gone into this ... This is
time that we have not been able to
make any progress in our lives, to plan
for the future, to go on vacations, to
make financial plans,” said Asthildur, her
eyes welling up with tears.

“The biggest sacrifice is the things
we could have done with our sons
which we haven’t done.”

Before the crisis, the family used to
go on holiday abroad every two years.
The couple acknowledges things could
have been even worse. “There are so
many other stories that are so horrify-
ing to read,” says Hafthor, referring to
divorces and even suicides triggered by
the crash.

“We still have our family, we’re still
husband and wife, we have relatively
good health, we have our kids and more
or less, we are okay.” But they feel very
bitter. “Obviously, we are fighting the
bank. But basically, we are fighting the
government,” Hafthor says. “Because
the government at the time passed this
law that (allowed) the bank to behave in
this illegal manner.”  — AFP
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CURRENCY BUY SELL
Europe

British Pound 0.386253 0.400153
Czech Korune 0.005755 0.015055
Danish Krone 0.043351 0.048351
Euro 0. 344083 0.357783
Georgian Lari 0.134689 0.134689
Hungarian  0.001145 0.001335
Norwegian Krone 0.032074 0.037274
Romanian Leu 0.065055 0.081906
Russian ruble 0.004424 0.004424
Slovakia 0.009069 0.019069
Swedish Krona 0.029553 0.034553
Swiss Franc 0.307392 0.318392

Australasia
Australian Dollar 0.208075 0.220076
New Zealand Dollar 0.192801 0.202301

America
Canadian Dollar 0.225807 0.234807
US Dollars 0.299650 0.304950
US Dollars Mint 0.300150 0.304950

Asia
Bangladesh Taka 0.002992 0.003793
Chinese Yuan 0.042935 0.046435
Hong Kong Dollar 0.036952 0.039702
Indian Rupee 0.003772 0.004544
Indonesian Rupiah 0.000016 0.000022
Japanese Yen 0.002666 0.002846
Korean Won 0.000260 0.000275
Malaysian Ringgit 0.070095 0.076095
Nepalese Rupee 0.002626 0.002966
Pakistan Rupee 0.001957 0.002727
Philippine Peso 0.005550 0.005850
Singapore Dollar 0.215657 0.225657
Sri Lankan Rupee 0.001520 0.002100
Taiwan 0.010423 0.010603

Thai Baht 0.008957 0.009507

Arab
Bahraini Dinar 0.790707 0.807207
Egyptian Pound 0.014344 0.020062
Iranian Riyal 0.000084 0.000085
Iraqi Dinar 0.000200 0.000260
Jordanian Dinar 0.424119 0.433119
Kuwaiti Dinar 1.000000 1.000000
Lebanese Pound 0.000156 0.000256
Moroccan Dirhams 0.022438 0.046438
Omani Riyal 0.782643 0.788323
Qatar Riyal 0.079143 0.084083
Saudi Riyal 0.079913 0.081213
Syrian Pound 0.001288 0.001508
Tunisian Dinar 0.105200 0.113200
Turkish Lira 0.041566 0.053066
UAE Dirhams 0.081275 0.082975
Yemeni Riyal 0.000987 0.001067
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The Iceland 
families bearing 
cost of crash
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Dollar rebounds on employment 
report, but tariff worries persist 

Post-crisis bank 
rules survive 
attacks; consumer 
protections at risk
WASHINGTON: Tougher US bank regulations
designed to prevent another crippling financial
meltdown have survived threats to undermine
and weaken them-but the consumer protections
that were a key feature remain at risk.

One of the architects of the post-crisis regu-
lations says President Donald Trump’s regula-
tors have been “wrecking” the agency designed
to shield consumers from some of the deceptive
practices that helped precipitate the 2008
financial crisis.  Those practices included offer-
ing products such as interest-only home loans
that forced monthly payments to explode in the
later years, which the borrower could not afford.

Trump has repeatedly pledged to make cut-
ting regulations a central goal of his presidency
and he has support from Republicans in
Congress who had been working to dilute the
tougher rules on banks.

However, retired Massachusetts legislator
Barney Frank, one of the driving forces behind
the Dodd-Frank banking reform bill, told AFP he
was satisfied his namesake legislation had sur-
vived and would continue to flash warning lights
if banks get into risky situations. That will ensure
the government is not again forced to use tax-
payer funds to bail out a financial institution.

Rolling back regulation 
Still he remains concerned about what

Trump’s regulators are doing to the Consumer
Financial Protection Bureau (CFPB), created by
Dodd-Frank, because “the right wing hates this
notion that the government has to protect peo-
ple from the private sector.”

“It is very clear that well over 95 percent of
that bill in terms of its importance is now rock
solid,” Frank said in an interview, referring to the
reform Congress passed this summer. The only
area where there has been serious damage has

been from Mick Mulvaney, Trump’s interim
choice to lead the CFPB, a frequent critic of the
agency’s very existence, let alone its aggressive
enforcement, he said. Mulvaney has said the
bureau “is far too powerful,” and has taken steps
to curb that power: he imposed a hiring freeze
and a review of litigation.

New cases have come to a halt since he took
over, according to reports, and officials have
reversed or weakened scrutiny of auto loans-
one of the fastest growing types of debt nation-
wide-payday lenders, and data to track racial
discrimination in home mortgage lending.

“I regret that but that’s not a stability issue,”
Frank said. And the agency has not been
changed through legislation and could be
restored by a future administration.

Aaron Klein, an expert on regulations at the
Brookings Institution, said, “The biggest change
to Dodd-Frank has been the change from
Obama-era regulators to Trump-era regulators.”

“That change dwarfs any legal changes that
have occurred to the act, by orders of magni-
tude,” he told AFP, noting that Mulvaney, a
White House budget official, had “deeply politi-
cized” the agency, weakening its role as “an
active police force” that guards against miscon-
duct by financial services providers. And while

he agreed a global crisis was unlikely to result
from lax consumer protections, “I’m not com-
fortable with the idea of millions of Americans
getting ripped off in basic financial services
because a regulator in Washington doesn’t want
to do his job.”

Banking rules eased 
Despite some changes, the main pillars of the

law requiring increased scrutiny of banks, espe-
cially large banks, survived and should ensure
the financial system will not be as vulnerable to
a crisis, certainly not a crisis created by an
explosion of opaque financial products at the
heart of the one a decade ago.

And the legislation ensures regulators have
the flexibility to take steps to curb new potential
threats when they arise. They already have used
that new authority against some cryptocurrency
investment schemes. “It’s true the Trump people
are talking about being less rigorous with the
regulations,” Frank said. But “every one of those
rules is going to remain in place,” and if their
optimism that the private sector has learned its
lessons proves to be wrong “all the levers are
there to stop it long before it reaches crisis.”

“I feel gratified that our work has held up,”
politically and economically, he said. — AFP

ADELANTO: In this file photo taken on June 15, 2009 for sale signs line a residential street in
Adelanto, California, in the Mojave Desert, about 85 miles (137 km) from Los Angeles, the first
day of a state-wide 90-day moratorium on housing foreclosures. — AFP


