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The Association for the Protection of Intellectual Property in Portuguese-speaking Countries. 
APILOP is seeking to reach an agreement between the lusophone countries and Mainland China. 
With Macau both starting point and springboard. APILOP Vice President Duarte Athayde contends 
harmonious legislation in different jurisdictions is vital. Particularly as brands from Portuguese-
speaking companies proliferate. Intellectual property rights protection is an important factor, he says, 
in attracting foreign investment 
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Cracks in 
the façade?
The Light Railway Transit de-
pot in Taipa. The Transporta-
tion Infrastructure Office (GIT) 
denies any structural problems. 
But local Portuguese-language 
newspaper Hoje Macau cites 
informed sources. Claiming 
the foundations for the project 
are not firmly secured in the 
ground. GIT says the pillars 
are sunk into bedrock 
Page 2

APILOP ChAmPIOnIng 
InteLLeCtuAL PrOPerty PrOteCtIOn

rocky retail
‘Significantly lower’ sales. richemont’s 
dire assessment. The world’s biggest 
jewellery maker cites hong Kong and 
Macau woes. While Mainland China sales 
shine. returning ‘strong double-digit rate’ 
growth. Analysts point to fragile confidence 
by independent retailers in the SArs

Page 4

Investors up in arms 
Judiciary Police have their hands full. With public protests, and 30 com-
plaints filed as of yesterday. In addition to that of a junket operator allegedly 
defrauded of millions. Tentatively put at HK$330m (US$43m). Authorities 
are probing the use of blank cheques and breach of trust, according to a 
police statement
Page 7

Picking up 
the pieces
Casino operator NagaCorp. Reap-
ing big benefits from the ‘new nor-
mal’. With the relentless downturn 
in Macau’s gaming industry ‘offer-
ing opportunities’. For the regional 
and Chinese gaming market. The 
Cambodian casino is on a roll rev-
enue, margin, and prospects-wise 
Page 7

groundhog Day 
Emerging economies are watching 
closely. The U.S. Federal Reserve 
meets today. With stronger results 
pointing to an immediate rate hike. 
Countries affected by low commod-
ity prices are braced for the worst
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IFT signs co-operation agreement with University of Hong Kong
The Institute for Tourism Studies, Macao (IFT) and Faculty of Architecture, The University of Hong Kong have 
mutually entered into a formal co-operation agreement. IFT President Dr. Fanny Vong and the Dean of the 
Faculty of Architecture, The University of Hong Kong, Prof. Chris Webster, signed the agreement at IFT.
The University of Hong Kong is a renowned higher educational institute with a long history, while its Faculty 
of Architecture offers programmes in architecture and conservation, etc. Through this co-operation, IFT hopes 
to promote academic exchange, student exchange and other forms of institutional interaction between the 
Division of Architectural Conservation Programmes, Faculty of Architecture, The University of Hong Kong, and 
IFT’s Bachelor of Science in Heritage Management Programme.

The city’s Transportation 
Infrastructure Office (GIT) 
has denied the existence 

of structural problems with the 
foundation pillars of the light rapid 
transit (LRT) depot in Taipa, saying 
that these pillars have basically 
been grounded in bedrock, with 
construction works passing the 
examination of the supervisory and 
quality test units.  

This response from the Office 
came to Business Daily, following a 
report published by local Portuguese-
language newspaper Hoje Macau 
citing an informed source saying that 
the foundations for the depot project 
were not firmly secured in the ground. 

The foundation problem is the 
reason why the construction works 
for the superstructure of the LRT 
depot project were suspended, and 
for which the government intends to 
open a new public tender to finish the 
works, the newspaper said. It also 

cites the source as saying that when 
building the pillars for the depot the 
contractor failed to properly address 
the nature of the soil (of which a large 
percentage is sludge and rubble) to 
secure the pillars. 

Noting that the land where the 
depot is built on was formerly a 
construction waste landfill, GIT said 
that the factor of potential ground 
settlement had already been taken 
into consideration when foundation 
works began.

The Office said that the foundation 
pillars have all been built deep into 
the bedrock, and that the related 
construction works have been 
basically completed and have passed 
the checks of the supervisory units.   

The Office added that it is now in 
ongoing negotiations with the depot 
project’s contractor to terminate 
the contract, and is preparing to re-
launch a public tender.

The Office was not prepared to 
elaborate upon the reason for the 
termination of the contract. 

The contract for the construction 
of the LRT depot in Taipa was signed 
with a consortium comprising Mei 
Cheong and Top Builders. The 
works involved a payment by the 
government of MOP555.1 million 
over four years. 

However, Secretary Raimundo 
Rosário commented before that the 
serious delay in the construction of 
the superstructure of the LRT Depot 
is the major factor affecting the Taipa 
route of the project. 

Business Daily has asked Mei 
Cheong and Top Builders to verify 
the LRT depot foundations issue in 
Taipa but both parties declined to 
comment. 

President of Macau Civil 
Aviation Authority 
(AACM) Simon Chan 

Weng Hong said that the 
general development plan for 
Macau International Airport 
has been completed. He added 
that the construction of the 
foundations of the expansion 
of the northern side of the 
terminal had been started 
this month, and he believes 
all the infrastructure will be 
ready by the end of next year, 
according to local media TDM 
Chinese radio reports.

The president of AACM 
sa id  tha t  the se  days 
aircraft have to land in 
Macau from the northern 
side, using runway No.16, 
which is more likely to be 
affected by weather that 
may prevent landing. Chan 
said the authorities are 
studying new technologies 

and trying to improve the 
situation by using satellite 
technology. Mr. Chan added 
that they will discuss with 
the airlines and the airport 
management company and 
see if relevant investment 
would be worthwhile. He 
believes a conclusion will 
be reached by the end of 
this year. 

Mr. Chan was talking to 
reporters on the sidelines of 
an event held by Air Macau, 
which opened a new lounge in 
Macau International Airport 
yesterday, located on level 2 of 
the Departure Hall. The new 
Air Macau Lounge can seat 
approximately 122 people 
and offers better environment 
and food for Business Class 
passengers. Free WiFi access 
is also available throughout 
the lounge according to the 
company. 

According to a press 
r e l e a s e  i s s u e d 
yesterday by the 

Office of the Secretary 
for Transport and Public 
Works, which oversees 
the Telecommunications 
Regulation Bureau (DSRT), 
the Macau SAR Government 
h a s  p a i d  M O P 2 0 0 
million (US$25 million) 
compensation to Macau Cable 
Television Company Ltd.

The statement reads 
that prior to the handover 
the Portuguese Macau 
Government had signed 
an exclusive concession 
contract with Macau Cable 
TV but failed to stop antenna 
companies from illegally 
retransmitting TV signals.

Desp i t e  the  MSAR 
Government’s effort to 
guarantee residents’ rights 
to receive TV signals and 
resolving the conflicts 
between Macau Cable TV and 
antenna companies, Macau 

Cable TV filed a lawsuit 
seeking compensation from 
the government. 

I n  2 0 1 2 ,  t h e 
Administrative Court ruled 
that the government would 
have to compensate Macau 
Cable TV MOP200 million, 
an amount that was smaller 
than the company’s suffered 
losses, which amounted to 
MOP238 million.

The  Adminis t ra t ive 
Court’s decision to reduce 
the compensation was based 
on the considerations that 
the company could have 
taken the government to 
court earlier to minimise 
its losses instead of waiting 
11 years before taking legal 
action, as well as the fact 
that the largest shareholder 
of the company (Lam Io 
Fun) was also the largest 
shareholder of Kong Seng 
Paging, which until 2007 
was one of the ‘major 
public antenna companies’ 
involved in the illegal TV 
retransmission.

The Office of the Secretary 
for Transport and Public 
Works confirms that the 
MSAR Government has 
paid relevant compensation 
according to the court 
decision. The decision is 
definitive, which means the 
government has no right to 
lodge any further appeal. 

AACm:  general 
airport development 
plan completed 

gov’t: respects court decision, 
compensates macau Cable tV

GIT denies structural problems 
with LRT depot foundations 
Government says foundation pillars for LRT depot in Taipa have 
been built into the bedrock, and passed supervisory units' tests
Stephanie Lai
sw.lai@macaubusinessdaily.com 
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APILOP seeks to increase 
co-operation on intellectual 
property protection
The intellectual property rights protection organisation wants 
to lead the way to an agreement between Portuguese-speaking 
Countries and Mainland China
João Santos Filipe
jsfilipe@macaubusinessdaily.com

behind intellectual property 
protection”, the Vice-
President, Duarte Athayde, 
told Business Daily.

“An effective protection of 
intellectual property rights is 
important to attract foreign 
players to the different markets. 
Before entering a market, 
investors will consider the risks. 
If they have a unique product, 
they may have second thoughts 
because they do not want it 
to be imitated the following 
day”, Mr. Duarte explained 
regarding the advantages of 
property right protection to 
economies.

Gate to China
While based in Macau, 
APILOP is represented in 

Leading the way to 
an agreement on 
intellectual property 

protection between the 
Portuguese-speaking Countries 
and China, including the 
creation of a body common to 
all these countries; such is the 
ultimate goal of the Association 
for the Protection of Intellectual 
Property in Portuguese-
speaking Countries (APILOP), 
headquartered in Macau.

“If we manage to achieve 
this goal I would say APILOP 
would be a story of success. 
However, this is not going to 
happen anytime soon, as we 
are talking about processes 
that have been discussed for 
a long time and that involve 
different views on the logic 

most Portuguese-speaking 
Countries and it is committed to 
protecting the rights of Chinese 
companies in such countries, 
where they are still for the most 
part not well recognised by the 
general public.

“The more Chinese 
companies are exporting to 
the Portuguese-speaking 
countries and intensifying the 
commercial products ties, the 
bigger will be the trend for their 
brands to be recognised. We 
want to be able to protect these 
brands but how do we do it? By 
having harmonious legislation 
in different jurisdictions, 
having laws to fight counterfeit 
products and piracy and 
creating the proper legislation 
to solve litigation”, Duarte said 
of the way APILOP wants to 
help implement intellectual 
property rights protection.

After one year of operation, 
APILOP members are all 
law firms from Portuguese- 
speaking countries. In the 
territory, C&C Advogados 
is the only member of the 
association but the goal is to 
have more members join. The 
fact that it is based in the SAR 
may help increase numbers.

“We decided that the 
headquarters would be in 
Macau because it is a platform 
between China, which is a great 
power, and the Portuguese-
speaking countries. Also, 
because China has a huge 
potential growth that is being 
discovered every day and a huge 
potential to develop intellectual 
property”, the Vice-President 
of the organisation explained.
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Asia-Pacific, Prada’s biggest 
market, has been roiled in 
the past few months by stock 

market turmoil in China and signs of 
growing strains in the world’s second-
largest economy.

Second-quarter net income of 
129.8 million euros (US$147 million), 
however, beat a 118.8 million forecast 
by analysts on Starmine, but was 

consumption patterns are linked to 
the behaviour of financial markets 
more than in some others.”

Slower business in Hong Kong 
and Macau weighed on sales and 
margins in the first half of the year, 
Prada said.

For the six months ended July 31, 
the group’s net income fell to 188.6 
million euros, or 0.07 euros per share, 

still down from 139.5 million in the 
May-July period a year ago.

Chief Financial Officer Donatello 
Galli told analysts on a conference 
call that the month of August and 
the first few days of September had 
continued to be volatile.

“You cannot expect us to skip the 
turbulence we have seen so far on the 
markets,” Galli said. “In some places 

from 244.8 million a year earlier.
Galli said Macau had suffered 

because of a steep drop in the number 
of very wealthy people going there 
to gamble.

“The question is whether these 
high-end gaming people will go back 
to Macau ... Of the two I would bet 
a little bit more on Hong Kong,” 
Galli said.

Chairman Carlo Mazzi told Reuters 
earlier this month that the company 
was trying to negotiate lower shop 
rents in Hong Kong and Macau.

Galli said Prada was confident the 
landlords would soften their position.

“Landlords are tough but they 
cannot be unreasonable for ever,” he 
said. “I don’t think they really want 
big names to shut down their shops.”

First-half revenue rose 4.2 per 
cent to 1.82 billion euros, matching 
preliminary figures released last 
month.

Patrizio Bertelli, who shares the 
role of chief executive with his wife 
Miuccia, said on the conference call 
that the fundamental appeal of luxury 
goods remained.

“The generations of course 
change, they have different needs, 
but the concept of luxury is there ... 
for any social class or new types of 
customers.”

reuters

Prada profit dives, weighed down by SARs
Italian luxury goods maker Prada SpA reported a 23 per cent fall in first-half net 
profit on Tuesday, hurt by a slowdown in Asia, particularly in Hong Kong and Macau

The question is whether 
these high-end gaming 
people will go back to 
Macau ... Of the two I 
would bet a little bit 
more on Hong Kong

Donatello Galli, Chief Financial 
Officer at Prada SpA
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Inditex SA, the world’s 
largest clothing retailer, 
reported brisker sales in 

the current quarter as the 
owner of Zara added more 
shops and online businesses in 
Asia Inditex SA’s Rrvenue rose 
16 per cent in the start of this 
quarter through September 
10, excluding currency 
shifts, Arteixo, Spain- based 
Inditex said Wednesday in a 
regulatory filing. 

Same-store sales over that 
stretch increased 9 per cent, a 
faster pace than the 7 per cent 
figure for the first half of the 
year, according to estimates 
from Sanford C. Bernstein 
analyst Jamie Merriman.

Inditex has had “a 
stellar start to the quarter,” 
Merriman said in a note. 
“This is another strong set 
of results.”

Inditex, whose shares rose 
as much as 3.5 per cent, has 
opened more than 400 stores 
annually on average over the 
past five years. The 3.1 per 
cent growth that economists 
forecast for Spain’s gross 
domestic product this year 
is bolstering sales in a market 
where Zara sells 129-euro 
leather jackets and 30-euro 
turtleneck sweaters. The 
company has also expanded 
its online business, beginning 
e-commerce sales for Zara 
in Taiwan, Hong Kong and 
Macau this month.

The shares traded 3.3 per 
cent higher at 29.56 euros as 
of 9:06 a.m. in Madrid. The 
stock has gained 25 per cent 
this year, giving the retailer 
a market value of 92 billion 
euros.

Richemont, the world’s 
biggest jewelry maker, 
said sales growth 

accelerated as weaker 
currencies attracted big-
spending tourists to Japan 
and Europe, sending the 
shares as much as 6 per cent 
higher.

Sales increased 4 per cent 
excluding currency shifts 
in the five months through 
August, the Geneva-based 
company said in a statement 
Wednesday .  Ana ly s t s 
expected a 1 per cent gain, 
according to the median 
estimate in a Bloomberg 
survey. Sales rose 48 per cent 
in Japan and 26 per cent in 
Europe, offsetting an 18 per 
cent decline in Asia-Pacific.

“Japan and Europe more 
than compensate for the weak 
development in Hong Kong,” 
said Rene Weber, an analyst at 
Bank Vontobel AG in Zurich. 
“The strong performance of 
those markets mean the Swiss 
watch industry can weather 
the Asian weakness, at least 
this year.”

Non-European operations 
gained weight among Inditex’s 
overall sales in the first half of 
the year, with Asia and the so-
called Rest of the world division 
accounting for 25.2 per cent of 
the business, compared to 21.7 
per cent a year earlier. The 
Americas division accounted 
for 14.7 per cent of revenue, 
up from 13.4 per cent.

Margin widened
Gross margin widened to 58.1 
per cent in the six months 
through July from 57.6 per 
cent in the year-ago period. 
The dollar was on average 
24 per cent higher against 
the euro during Inditex’s first 
half. Unlike rival Hennes & 
Mauritz AB, which has a 
bigger reliance on dollar-
denominated garments sewn 
in Asia, Inditex benefits from 
a stronger dollar as the weaker 
euro boosts the value of its 
sales from abroad.

“Inditex have delivered 
exceptional sales momentum, 
which alongside a rebounding 
gross margin has maintained 
the return to very healthy 
double-d ig i t  earn ings 
growth,” Exane BNP Paribas 
analysts Simon Bowler and 
Graham Renwick wrote in a 
note to clients.

Among Inditex’s eight 
brands, Zara Home, which 
sells household goods such as 
sheets and tablecloths, posted 
the largest sales increase with 
22 per cent, followed by Zara 
with 17 per cent.

“Zara and Zara Home 
performed very strongly,” 
Merriman said in the note.

bloomberg

The  re su l t s  mi r ro r 
comments by peers in the 
luxury business, such as 
Hermes International SCA, 
which reported higher 
first-half sales, fueled by 
an acceleration in Japan. 
LVMH Moet Hennessy 
Louis Vuitton SE in July 
posted strong revenue 
growth in Europe and the 
U.S., which helped offset 
a decline in China, Macau 
and Hong Kong.

Shares in the Swiss owner 
of the Cartier jewelry brand, 
whose full name is Cie. 
Financiere Richemont SA, 
rose 4.9 per cent to 75.55 
francs as of 9:02 a.m. in 
Zurich. They have slumped 
15 per cent this year. Swatch 
Group AG has dropped 16 
per cent, while LVMH has 
gained 16 per cent.

Richemont said sales in 
Hong Kong and Macau were 
“significantly lower,” while 
mainland China returned 
to growth with retail sales 
growing at a “strong double-
digit rate.” The company 

reports five-month sales 
figures each year on the day 
of its annual meeting with 
shareholders.

“Part of the crisis in 
confidence in the watch 
industry in Asia-Pacific 
is fragile confidence by 
independent retailers amid 
the problems in Hong Kong 
and Macau,” said Jon Cox, an 
analyst at Kepler Cheuvreux 
in Zurich, adding that 
Richemont’s comments about 
China were reassuring.

Still, Richemont said its 
wholesale business continues 
to be weighed down by 
weakness in the Asia-
Pacific region, which is still 
“extremely challenging.”

Luxury spending in Hong 
Kong has been suffered 
since late 2012 when the 
Chinese government has 
been discouraging exuberant 
spending among officials. 
Political protests in Hong 
Kong last year forced some 
stores to shut and weighed 
on tourism.

bloomberg

Inditex sales 
growth quickens 
on shop and online 
expansion 
The company has also 
expanded its online business, 
beginning e-commerce sales 
for Zara in Taiwan, Hong Kong 
and Macau this month

richemont revenue beats 
estimates on Japan, europe 
demand amid China decline
Richemont said sales in Hong Kong and Macau 
were “significantly lower,” while mainland China 
returned to growth with retail sales growing 
at a “strong double-digit rate”

Sports tailor Kent & 
Curwen and David 
Beckham have entered 

an agreement to promote, 
design, manufacture and 
distribute products of the 
brand for six years until 
the end of 2020 with a view 
to the Mainland Chinese 
market. The agreement 
was announced by Trinity 
International, which is the 
owner of the British brand.

The contract signed 
guarantees a minimum 
royalty ranging from US$3.5 

million (HK$27.3 million) 
in the first year to US$7.25 
million (HK$56.55 million) 
in the last year of the contract 
to Seven Global, the company 
tasked with developing the 
Beckham brand.

‘The Directors believe that 
the personal involvement of 
Mr. David Beckham in the 
further development of the 
Kent & Curwen brand will 
enable the group to capitalise 
on the rising popularity of 
soccer in China’, the filing 
explained.

Kent & Curwen teams up with Beckham 
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Strategists tracked by Bloomberg 
issued a total of 17 bullish 
recommendations in the past 

month on Galaxy Entertainment 
Group Ltd. and Sands China Ltd. 
-- the two largest casino operators in 
the city -- after a rout that erased a 
combined US$37.7 billion in market 
value over the last 12 months. 

By contrast, options traders see 
no end to the declines, paying the 
most on record for bearish contracts 
relative to ones speculating on gains.

Macau’s gaming revenue fell 36 per 
cent in August from a year earlier, a 
15th straight month of declines, as an 
economic slowdown in China curbed 
visits by mass market gamblers and 
high-rollers avoided the city amid 
Beijing’s crackdown on graft. 

Casino operators are investing 
US$26.6 billion to build new resorts 
and gaming facilities, in what has so 
far been an unsuccessful bet that they 
can draw visitors back to the city.

“There’s earnings uncertainty 
on Macau casinos,” Sam Le Cornu, 
who oversees about US$3 billion in 
Asian listed equities at Macquarie 
Investment Management in Hong 
Kong, said by phone. “They are still 
faced with structural issues such as 
the corruption crackdown. Gross 
gaming revenues haven’t picked up 
and we have a lot of supply coming in. 
Whether or not demand will be there 
or how profitable the new gaming 
tables will be is a big question mark.”

Tourist traffic from mainland 
China, which accounts for two-thirds 
of the total, fell for five straight months 
through July from a year earlier. The 
casino downturn has dragged Macau’s 
gross domestic product to its lowest 
since 2011. Earnings per share at 
the six main listed casinos -- Sands, 
Galaxy, Melco Crown Entertainment 
Ltd., SJM Holdings Ltd., MGM China 
Holdings Ltd. and Wynn Macau Ltd. 
-- will slide 32 per cent over the next 
12 months, according to estimates 
compiled by Bloomberg.

Economic reports
August data showed China’s fixed-
asset investment rose at the slowest 
pace in 15 years and industrial 
production trailed analyst estimates, 

In August, Macau police arrested 
17 people in a raid on five shops 
thought to be using China UnionPay 
point-of-sale terminals to illegally 
take cash out of China. The arrests 
may herald further restrictions on the 
use of UnionPay, making it harder 
for bettors to skirt currency controls.

Option costs
Puts hedging against a 10 per cent 
drop in Galaxy and Sands China 
shares cost at least 8 points more than 
calls betting on a 10 per cent advance 
on Tuesday, data on one-month 
options compiled by Bloomberg 
show. The price difference climbed 
to 17.4 for Galaxy and 19.9 for Sands 
China on Sept. 7, the widest gap 
since Bloomberg started compiling 
the data in June 2012.

Sands China spokesman Simpson 
Lei declined to comment when asked 
whether the company is seeing signs 
gaming revenues are beginning to 
stabilize. An email sent to Galaxy’s 
media department went unanswered.

Macau’s gaming revenue should 
stop falling as more new attractions 
open, said Michael Ting, an 
analyst at CIMB Group Holdings 
Ltd. in Hong Kong. Melco Crown 
Entertainment Ltd. plans to open 
a US$3.2 billion casino next month 
that has a Hollywood- themed resort 
with Asia’s highest Ferris wheel and 
family entertainment developed with 
Time Warner Inc. As the only Chinese 
city allowing commercial gambling, 
Macau reaped US$44 billion in 
gambling revenue in 2014, seven 
times more than all of the casinos in 
the Las Vegas Strip.

More traffic
“The new resorts will definitely drive 
visitor traffic to Macau,” Ting said. 

raising further question marks over the 
effectiveness of government efforts to 
revive growth. Bloomberg’s monthly 
gross domestic product tracker was 
at 6.64 per cent last month, barely 
changed from July and well below 
the government’s target of about 7 
per cent this year.

“The macro headwinds for the 
Macau casinos continue to be strong 
as the Chinese economy continues 
to slow,” said Michael Liang, Hong 
Kong-based chief investment officer 
at Foundation Asset Management 
(HK) Ltd. “Restrictions on Chinese 
taking funds out of mainland also 
continue to hinder growth in Macau 
casinos.”

“Unless we see a macroeconomic 
shock, gaming revenues should 
stabilize.”

Analysts at four brokerages 
recommended investors purchase 
Sands China shares this week alone, 
driving the proportion of strategists 
with buy calls to the highest since 
March, data compiled by Bloomberg 
show. The average price target is 
HK$32.52, 27 per cent above 
Tuesday’s close. For Galaxy, analysts 
are tipping a 55 per cent gain.

Sands China is the most attractive 
stock among Macau casino operators 
because it’s the least dependent on 
high rollers, Richard Huang, an 
analyst at Nomura Holdings Inc. 
wrote in a note dated September 
14. “While VIP revenues remain 
lackluster, mass revenues have shown 
increasing signs of stabilization,” he 
wrote.

Stock volatility
The HSI Volatility Index, which 
measures the cost of options on the 
Hong Kong benchmark measure, fell 
0.1 per cent to 33.24 on Tuesday. 
Implied volatility, used to gauge 
the cost of options, for one-month 
contracts with an exercise price 10 
per cent below Galaxy shares was 
61, compared with 53.1 for those 
with a strike price 10 per cent 
above, according to data compiled 
by Bloomberg.

“While valuations for the Macau 
casinos have fallen, there are fears 
that the earnings slump for the Macau 
casinos may worsen,” said Castor 
Pang, head of research at Core-Pacific 
Yamaichi Hong Kong, said by phone. 
“Investors are waiting to see when 
gross gaming revenues will start to 
improve.”

bloomberg

Options traders doubt gaming 
rebound as analysts turn bullish
Analysts say Macau casino stocks are overdue for a rebound. The options market disagrees
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Studio City confirms Madonna’s 
Rebel Heart Tour in Macau
The undisputed ‘Queen of Pop’ is set to 
excite and delight Asia’s music fans at 
Studio City’s awe-inspiring Studio City 
Event Center (“SCEC”) when she brings her 
‘rebel heart Tour’ to Macau as part of a 
thrilling line-up of international concerts. 
The ‘rebel heart Tour’, which lands in 
Macau on february 20 and 21, 2016, is 
supporting Madonna’s 13th studio album 
‘rebel heart’ which includes the billboard 

hot 100 hit, ‘bitch, I’m Madonna’. 
Entertainment-inspired Studio City, 
the uS$3.2 billion hollywood-themed 
destination resort which opens with a 
spectacular launch on October 27, 2015, will 
live up to its billing as Asia’s Entertainment 
Capital when long-reigning pop-queen 
Madonna visits Macau for the first time as 
part of her worldwide ‘rebel heart’ tour, 
which kicked-off in Montreal this month. 

Novo Banco sale postponed following failed agreement 
The sale of Novo Banco, parent company of Novo Banco Ásia, has been delayed as the Portuguese central bank has 
failed to reach an agreement on the price. The decision was announced on Tuesday following the collapse of talks 
with Chinese groups Anbang Insurance Group and Fosun International, and U.S. private equity firm Appolo Global 
Management. According to reports from the Portuguese media, the potential capital needs for Novo Banco was 
one of the main reasons for the failed negotiations. However, another sale process for the Novo Banco should start 
again from zero, once capital requirements are known in November. Novo Banco was created in August 2014 from 
the healthy assets of Banco Espírito Santo (BES), which was split into ‘good’ and ‘bad’ banks, after being rescued by 
the resolution fund of the Portuguese Central Bank. The good bank includes Novo Banco Ásia. 

Hong Kong-listed casino 
operator NagaCorp Ltd. 
says the continued downturn 

in Macau's gaming industry ‘offers 
opportunities’ for the company to 
further penetrate the regional and 
Chinese gaming market, according to 
its interim report filed on Tuesday. For 
the first half of this year, NagaCorp's 
net profit rose 49 per cent year-on-
year to US$101.0 million; its gross 
gaming revenue increased 42 per 
cent to US$255.4 million. 

In the period, the VIP rolling chip 
turnover at the NagaWorld casino 
in Phnom Penh, Cambodia reached 
US$3.6 billion, 50 per cent more 
than a year earlier. 

‘The group of fers  bet ter 
commercial terms to junket operators 
and agents as a result of NagaWorld's 
low cost structure. The group has 
signed additional North Asian junkets 
who are seeking to diversify their 
operations to other parts of Asia 
during the period,’ NagaWorld noted 
in the interim report. 

The casino operator said it 
intends to improve its margins as 
it captures a larger share of the 
Asian VIP market.  

Through a supplementary stock 
offering in March 2013, NagaCorp 
raised US$156 million to develop the 
direct premium and VIP business. 
The proceeds from the offering 
also support the company's junket 
incentive programme that offers 
promoters a 70 per cent split of 
revenue. 

‘Our overseas junket incentive 
programme introduced in March 
2013 has enabled us to increase our 
existing table limits, while managing 
volatility and credit risk,’ NagaCorp 
wrote in the interim report. 

NagaCorp also said that the 
shopping complex project NagaCity 
Walk, a building next to NagaWorld, 
is scheduled for physical completion 
by the first quarter of 2016 and is 
expected to commence operations in 
the third quarter of 2016.

S.L.

macau gaming downturn fuels 
nagaCorp’s regional aspirations
NagaCorp, which saw its VIP rolling 
chip turnover rise by half vis-a-vis 
a year ago, says it intends to improve 
its margins as it captures a larger share 
of the Asian VIP market 

The theft from a junket 
operator working 
at a Wynn Resorts 

Ltd. casino in Macau is 
now estimated by police at 
HK$330 million (US$43 
million), less than previous 
speculation that put the total 
as high as US$258 million.

Judiciary Police said 
yesterday that apart from 
the junket operator, 30 
people had filed police reports 
indicating they had lost money 
with Dore Entertainment, an 
independent company that 
operates high-end gambling 
rooms in the Wynn Macau 
casino.

Following a protest in 
front of Wynn Macau casino 
on Saturday and handing in 
a petition to Government 
Headquarters on Tuesday, a 
group of around 40 investors 
and depositors gathered again 
yesterday afternoon at the 
Liaison Office.

They are calling for 
the local  and central 
government’s help in public 
again to withdraw their cash 
deposits placed with Dore. 
An investor surnamed Chan 
said that the total amount 
involved reaches HK$700 
million, with himself and his 
partners having deposited 
around HK$20 million, 
according to TDM Chinese 
Radio reports.

Shares fall
News of the loss prompted 
a drop in Wynn Resorts 
shares last week as analysts 
and investors speculated that 
the incident may reduce the 
amount of money Dore and 
other junket operators have 
to lend to their customers. 

The shares have recovered 
in the past two days, gaining 
2.8 per cent Tuesday to close at 
US$70.35 in New York. Wynn 
Macau gained 4.2 per cent to 

Wynn employees, called for 
better transparency from 
casino companies regarding 
their dealings with junket 
operators.

“What should be troubling 
to investors in casino stocks is 
that casinos don’t disclose to 
the public what junkets they’re 
doing business with,” Jeffrey 
Fiedler, a union representative, 
said in an e-mail. Casino 
revenue could be affected if 

HK$10.90 in Hong Kong.
Wynn Resorts says it 

didn’t lose any money and 
isn’t owed any by Dore, while 
Union Gaming Group analyst 
Grant Govertsen wrote in his 
Tuesday note that the losses 
will probably be limited to 
the junket operator and its 
investors.

Wynn, based in Las 
Vegas, said in an e-mail to 
Bloomberg that it hadn’t 
heard any concrete numbers.

Dore confirmed last week 
that a former employee 
had stolen money from the 
company and said it had 
filed a police report. The 
company’s VIP rooms at 
Wynn were still operating 
as usual, Govertsen wrote.

Transparency in need
The International Union 
of Operating Engineers, 
a U.S.- based trade union 
which represents various 

Dore has trouble raising money 
from lenders to provide credit 
for gamblers, he said.

“This lack of transparency 
makes it impossible right now 
for investors to adequately 
assess risk in Macau casinos,” 
he said. “If the shareholding 
public had better information 
then there may not be these 
confused market panics like 
we saw this past week.”

J.K. with bloomberg

31 police reports filed in Dore case
A trade union representing Wynn employees has called for improved transparency 
by casino companies regarding their dealings with junket operators
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China plans to invest about 
200 billion yuan (US$31.4 
billion) in unspent fiscal funds 

as soon as possible, an official from 
the state planner said, adding it was 
not accurate that authorities had 
seized untapped local government 
allocations totalling 1 trillion yuan.

Reuters reported on Monday that 
angry Chinese officials had repossessed 
up to 1 trillion yuan of unused money 
from local governments that failed to 
splash out on big-ticket projects in order 
to lie low in an anti-graft crackdown.

When asked yesterday about the 
report, Xu Kunlin, the head of the 
National Development and Reform 
Commission’s investment office, said 
the 1 trillion yuan figure “should not 
be taken to be authentic”

“My understanding of the situation 
is around 200 billion yuan of leftover 
funds have been cleared up,” Xu said, 
without elaborating.

“The focus is on re-adjusting the usage 
of these funds,” he said, adding that the 
money will be reinvested as quickly as 
possible in several major construction 
projects. No details were given.

Unspent fiscal budgets are a further 
drag on China’s economy in a year when 
growth is grinding toward a low not 
seen in a quarter of a century.

Spooked by China’s biggest-
ever and on-going crackdown on 
corruption, many Chinese officials 
in the past 18 months have resorted 
to dithering over approving major 
projects to stay out of potential trouble.

That has annoyed Beijing, which 
has scolded procrastinating local 
governments for their laziness and 
repeatedly threatened to punish them 
by recalling their untouched budgets.

HSBC Bank estimated in May 
that China had 3.8 trillion yuan of 
unused fiscal funds carried over from 
previous years.

Xu’s acknowledgement that China 
will not let fiscal funds sit idle echoed 
recent comments from the government 
that it wants to ramp up spending to 
bolster a stuttering economy.

Data released last week showed 
the world’s second-largest economy 
lost more steam in August despite 
five interest rate cuts since November, 
with growth in investment and factory 
output both missing forecasts.

Analysts said the figures reinforced 
arguments that China must further loosen 
policy to stoke its economy and increasing 
investment is seen by many as the best 
way to lift growth in the short-term.

reuters

Beijing plans to quickly spend unused govt funds 
HSBC Bank estimated in May that China had 3.8 trillion yuan of unused fiscal funds carried over from previous years

Venture-capital firms including SoftBank Corp. and Tiger Global 
Management LLC have invested hundreds of millions of dollars in 
China’s Internet lenders

Bankers smash their ‘golden bowls’ 
to join online start-ups
Average pay at the online platforms that connect lenders 
and borrowers surged 16 percent in the first half from a year earlier

After enduring a two-
year pay freeze at Bank 
of Communications 

Co. and seeing his eight-
year career as a credit-card 
risk manager in Shanghai 
stall, Zhu Jun headed for 
the exit. Like thousands of 
young Chinese, he quit his 
banking job to join a hot, new 
industry: Internet finance.

“I enjoy the fast pace 
here,” said Zhu, 31, who 
has done so much better at 
Omni Prime, a web start-up 
that offers consumer credit to 
low-income workers, that his 
previously disapproving wife 
was able to quit her banking 
job and become a stay-at-
home mom. “It was a very 
risky move, but I’m glad I 
made it.”

Career advancement, 
prestige, the excitement 
of a start-up -- and the 
opportunity to earn 20 
percent to 30 percent more 
pay, plus stock options -- are 
luring Chinese professionals 
bored with banking and its 
limited opportunities. The 
exodus, an echo of moves in 
developed markets, comes 
as government-backed, 

brick-and-mortar lenders 
are struggling with zero 
profit growth and surging 
bad loans.

“People used to think that 
banking jobs are a ‘golden 
bowl’ -- it’s unbreakable, 
cushy and pays nicely,” 
said Bai Rui, a Beijing-based 
partner at PXC Consulting, 
a human resources adviser. 
“Not anymore, because the 
pressure is rising and pay is 
diminishing.” 

Surging pay
Average pay at the online 
platforms that connect 
lenders and borrowers 
surged 16 percent in the 
first half from a year earlier, 
outstripping a 7.3 percent 
gain at banks, according to 
PXC. Internet finance firms’ 
median pay for their heads of 
risk management, marketing 
and operations is at least 1 
million yuan (US$157,000) 
annually, about double that 
of division heads at regional 
branches of major banks. 
That doesn’t include generous 
stock options.

When Yinker.com, an 
online lender in Beijing, 

knowledge of the matter said 
in March, from a maximum 
of almost 2 million yuan 
in 2014. That may send a 
chilling effect down the line.

Venture-capital firms 
including SoftBank Corp. and 
Tiger Global Management 
LLC have invested hundreds 
of millions of dollars in 
China’s Internet lenders over 
the past two years, drawn 
by the promise of financial 
deregulation aimed at giving 
individuals and businesses 
a wider array of borrowing 
options.

advertised last month for a 
human resources director, 
it offered 10 million yuan of 
stock options, 16 months’ 
salary for the first year 
of employment -- and a 
500,000-yuan cash reward 
for the person making the 
referral.

By comparison, the most-
senior managers at the five 
largest banks, including 
chairmen, presidents and vice 
presidents, had their total 
compensation for this year 
cut to no more than about 
600,000 yuan, people with 

The peer-to-peer industry 
may need 500,000 employees 
by 2019, five times last 
year’s 100,000 people, 
Zhongguancun Internet 
Finance Institute estimated. 
Shanghai-based Dianrong.
com, started in 2012 by Soul 
Htite, who was a co- founder 
of LendingClub Corp. in the 
U.S., plans to more than 
double its workforce to 4,200 
within 18 months.

Among high-prof i le 
Chinese bankers leaving 
for online rivals is Wang 
Yongli, a former executive 
vice president of Bank of 
China Ltd., who joined Le 
Holdings (Beijing) Co., which 
controls LeTV businesses 
spanning smartphones and 
a sports website. The firm’s 
high-profile hires also include 
former Bank of America 
Corp. dealmaker Winston 
Cheng. Earlier, Bank of 
Hangzhou Co.’s former 
President Yu Shengfa joined 
Alibaba Group Holding Ltd.’s 
banking affiliate MYbank.

Because of the promise of 
stock options, Chen Jinyong, 
a former product manager at 
New China Life Insurance 
Co., took a 30 percent pay 
cut to join Hangzhou-based 
Miniu98.com, a firm that 
offered leverage financing 
for small stock investors.

The firm has had to revamp 
its business model after the 
nation’s stock turmoil led to 
a clampdown on peer-to-peer 
lending for share purchases 
and the government issued 
rules regulating online 
finance.

bloomberg news

 KEY POINTS

STATE FOCUS IS ON CHANGING 
HOw UNTAPPEd MONEY IS USEd

REUTERS REPORTEd GOvT SEIzEd 
UP TO 1 TRlN YUAN OF FUNdS
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Steel export limits won’t 
solve trade tensions
Using anti-dumping measures to restrict 
Chinese steel exports will not provide 
a lasting solution to growing trade ten-
sions in the sector, which is suffering 
from overcapacity on a global scale, Chi-
na’s commerce ministry said yesterday. 
With domestic demand weakening, the 
Chinese steel sector has seen the foreign 
market as a lifeline, with historically low 
prices allowing them to boost exports by 
as much as 26.5 percent in the first eight 
months of this year. Chronic overcapacity 
has helped drive Chinese steel prices to 
their lowest level in decades.

Oversupply in property 
market prompts 
relaxed foreign rules
The oversupply situation in China’s prop-
erty market is partly the reason for the 
relaxation of foreign investment regula-
tions in the property market, a commerce 
ministry spokesman said yesterday. 
Last month, China relaxed its property 
investment rules for foreigners across 
the country, providing a fillip to the real 
estate market and stumbling economy. 

More regional pilot 
power reforms 
to be launched
China is planning to extend its pilot power 
price reforms to more regions in the fu-
ture, the vice-head of the country’s state 
planning agency said yesterday, part of 
its efforts to make its huge electricity 
sector more responsive to the market. 
Lian Weiliang, the vice-chairman of the 
National Development and Reform Com-
mission (NDRC), also said at a press brief-
ing that China was planning to establish 
platforms allowing power to be traded. 
China’s electricity prices are fixed by the 
government, and state-owned utilities 
have seen profits surge this year.

Finance minister wants 
better mechanisms 
against corruption
China’s finance ministry must make bet-
ter use of corruption inspections and 
take the work of inspections to a new 
level, the ruling Communist Party’s top 
anti-graft watchdog quoted finance min-
ister Lou Jiwei as saying yesterday. Chi-
nese President Xi Jinping has launched 
a sweeping crackdown on deep-rooted 
graft since taking over the party’s lead-
ership in late 2012 and the presidency 
in 2013. Dozens of senior officials have 
been investigated or jailed. Lou said the 
ministry should “resolutely carry out Min-
istry of Finance inspection work” and 
use discipline inspections and rules “to 
restrict the behaviour of party cadres”.

Jan-Aug outbound 
direct investment rises 
China’s non-financial outbound direct in-
vestment (ODI) rose 18.2 percent year-
on-year to 473.4 billion yuan (US$74.34 
billion) in the first eight months of this 
year from the same period a year earli-
er, the commerce ministry said yester-
day. ODI outflows in August grew 7.0 
percent from a year earlier to US$13.5 
billion, the ministry said in a statement 
issued ahead of a media briefing. The 
ministry said last week that the country 
attracted 525.3 billion yuan or US$85.3 
billion in foreign direct investment (FDI) 
in the first eight months of 2015, up 9.2 
percent from a year earlier.

China’s top economic planner 
yesterday told Chinese firms 
with good credit to issue 

bonds in cheaper offshore markets 
to support domestic investment and 
major national projects.

The National Development and 
Reform Commission (NDRC) said 
yesterday the offshore borrowing 
should support initiatives such as the 
“one belt, one road,” undertaking, the 
unified Beijing-Tianjin-Hebei region, 
and the Yangtze River belt project.

The planning agency also 
encouraged companies to take out 
commercial loans. Both bonds and 
loans should be of one year duration 
or longer, and could be denominated 
in either yuan or foreign currency.

The NDRC further specified that 
the current foreign debt issuance 
approval process would be cancelled.

Instead, firms need only apply 
to participate in a new registration 
system in advance and then report 
new issuances or borrowing to the 
NDRC within 10 working days.

The NDRC will continue, however, 
to set an overall annual limit for 
overseas debt financing, it said in a 
statement.

Even after five interest rate cuts 
in the past year, Chinese investment 
grade onshore corporate bond yields 
are generally significantly higher than 
those in major OECD markets.

With urban fixed asset investment 
growth sliding in August to a near 
15-year low, Chinese policymakers 
are searching for ways to shore up 
growth.

Widening access to foreign debt 
markets could help some firms secure 
cheaper credit, but may not have much 
impact at a time when companies 
are nervously eyeing the potential for 
further falls in China’s yuan.

On August 11, China surprised world 
markets by announcing a new currency-
fixing mechanism and devaluing the 
yuan nearly three percent.

Recently-released August data 
showed that Chinese banks sold a 
record 723.8 billion yuan (US$113.64 
billion) in foreign currency last 
month. Chinese corporates have 
already borrowed significant sums 
in dollars over the past several years 
and a portion of the foreign currency 
sales likely reflect moves to reduce 
future currency risk.

reuters

Beijing plans to quickly spend unused govt funds 
HSBC Bank estimated in May that China had 3.8 trillion yuan of unused fiscal funds carried over from previous years

top economic planner 
urges firms to work 
more cheaply offshore
Widening access to foreign debt markets 
could help some firms secure cheaper credit

President Xi’s visit to u.S. 
to become a soy shopping spree
More than 20 Chinese companies will join the delegation

China, the world’s top soybean 
buyer, will purchase millions 
of tonnes of the oilseed from 

the United States during President 
Xi Jinping’s visit to the country next 
week, industry sources said.

A Chinese delegation will likely sign 
deals to buy “several million” tonnes 
of soybeans during a ceremony on 
September 24 in the Midwestern state 
of Iowa, said a source that will travel 
with the trade group accompanying Xi.

China buys more than 60 percent 
of the globally-traded volume of 
soybeans, and the crop is routinely 
on the shopping list of Chinese 
leaders visiting the United States, 
the world’s second-biggest exporter. 
China crushes its soybean imports 
into soy oil for food processing and 
soymeal for livestock feeds.

When Xi made his first state visit to 
the United States as vice-president in 
February 2012, a Chinese delegation 
signed a deal to buy more than 12 
million tonnes of soybeans, a record 
one-off purchase.

Although the deals are seen as 
political gestures, they could boost 
the U.S. soy market, where the front-
month contract traded at 6-1/2-year 
lows last week.

More than 20 Chinese companies, 
including state-owned food processors 
COFCO, Sinograin and the 
Heilongjiang Jiusan Group, will join 
the delegation, sources said.

The privately-owned Sunrise Group, 
which used to be the largest Chinese 
soy buyer, is also part of the delegation.

China is likely to purchase a total 
of 27 million tonnes of soybeans from 
the United States during the 2015/16 
(Oct/Sept) marketing year, down from 
29.6 million tonnes in the previous 
year, the China National Grain and Oils 
Information Centre (CNGOIC), an official 
think-tank, said in a report on Tuesday.

CNGOIC also forecast the country’s 
total soy imports for 2015/16 to grow 
by only 1 million tonnes to 78 million 
tonnes over the period, because of the 
country’s overall economic slowdown, 
according to a revised estimate last 
week, up slightly from an earlier 
forecast in August.

U.S. soy exporters have faced their 
slowest sales in seven years for their new 
crop this year as huge South American 
supplies and a strong dollar have been 
crimping demand for U.S. shipments.

reuters
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MILLION TONNES

2015/16 CHINA’S TOTAL 
SOY IMPORTS FORECAST
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The best refuge from the 
Asian emerging market crash 
triggered by China’s slowdown 

is right next door in Taiwan.
Global funds boosted holdings 

of the island’s equities this month, 
while pulling money from securities 
in South Korea, India, Indonesia and 
Thailand, exchange data show. The 
Taiex share index has gained 0.9 
percent in U.S. dollar terms so far 
this month, the most in Asia, while 
benchmarks in Shanghai and Jakarta 
both slumped by about 6 percent. 
The Taiwan dollar, Japanese yen 
and Singapore dollar all gained in 
September as money exited higher-
yielding markets.

Credit Suisse Group AG, JPMorgan 
Chase & Co. and Morgan Stanley all 
have “overweight” recommendations 
on the island’s stocks as companies 
from Taiwan Semiconductor 
Manufacturing Co. to Pegatron 
Corp. benefit from strengthening 
U.S. demand for tech products. A 
current-account surplus running at 
14 percent of gross domestic product 
is also providing support for the local 
currency as the U.S. Federal Reserve 
prepares to raise interest rates.

“Taiwan is seen as better equipped 
to handle the fallout from China and 
the Fed,” said Win Thin, global head 
of emerging-market strategy at Brown 
Brothers Harriman & Co. in New 
York. “Despite slower growth, Taiwan 
has relatively strong fundamentals 
compared to much of the emerging 
markets.”

The prospect of a Fed rate increase 
is also giving a lift to the greenback, 
which has appreciated against 23 
of 24 emerging-market currencies 

in 2015. This benefits Taiwanese 
equities as 75 percent of listed firms’ 
revenue is denominated in U.S. 
dollars, according to Chung Hsu, a 
strategist at Credit Suisse in Taipei. 
Hsu said. While China accounts for 
40 percent of shipments from Taiwan, 
two-third of these are re-exported to 
the U.S. or Europe, he added.

One risk for Taiwan is presidential 
and legislative elections on January 
16. The opposition Democratic 
Progressive Party’s candidate Tsai 
Ing-wen is leading the polls, stoking 
concern relations with China may 
cool as the party is more skeptical 
of cross-strait integration than the 
ruling Kuomintang.

The Taiex slid 12 percent in the 
last two months as data showed 
the economy was expanding at the 
slowest pace since 2012 and China 
unexpectedly devalued the yuan on 
August 11. The benchmark gauge 
trades at 12.6 times reported earnings, 
compared with its five-year average 
of 17.7.

Carry trades
Though the weakening of the yuan 
worsened prospects for exports, it 
wasn’t all bad for Taiwan’s currency. 
It’s prompted some Taiwanese firms 
to start unwinding carry trades that 
involved borrowing U.S. dollars at low 
interest rates locally and depositing 
the money at higher rates in China, 
according to Hsu and Woods Chen, 
an economist at Ta Chong Bank Ltd. 
in Taipei. A retreat in the yuan risks 
making such trades unprofitable and 
improved U.S. dollar liquidity has a 
positive knock-on effect on demand 
for Taiwan’s currency.

“Sometimes the Taiwan dollar may 
rise when the yuan falls because there 
are carry trades being unwound,” 
Chen said. “If China cuts its rates 
further, this may start to induce 
Taiwan companies to take their profits 
in China back to Taiwan. So far this 
hasn’t happened yet, but it may no 
longer be worth it to borrow money 
for the carry trades.”

Carry trades involving borrowed 
U.S. dollars and yuan deposits have 
lost 1.8 percent this quarter, after 
delivering a 1.8 percent return in 
the first half of 2015, data compiled 
by Bloomberg show. A weakening 
yuan led to a 0.7 percent loss last 
year, while appreciation and money-
market rates that surged to a record 
in China helped deliver a 6.8 percent 
return in 2013.

From 1991 to July of 2015, 
Taiwanese firms invested US$150 
billion in China, data from the 
island’s Investment Commission 
show. At one point, the carry trade 
across the Taiwan Strait was so 
lucrative that Sanford C. Bernstein 
& Co. analysts jokingly referred to 
Quanta Computer Inc.-- a supplier 
to Apple Inc. -- as “Bank of Quanta” 
for generating interest income by 
borrowing dollars cheaply in Taiwan 
and lending the money in China. 
In the second quarter of 2012, the 
firm’s non-operating income was 
twice its operating income partly 
due to such profits, according to 
the analysts.

“That opportunity is much less 
interesting now,” said Alberto Moel, 
a technology analyst at Sanford C. 
Bernstein in Hong Kong.

Taiwan’s dollar has retreated 
2.7 percent against the greenback 
this year, losing ground to only the 
pegged Hong Kong dollar and the 
yuan among 24 emerging-market 
currencies tracked by Bloomberg. 
It’s strengthened 0.4 percent so far 
this month.

In addition to the current-account 
surplus, which was a record US$22 
billion in the first quarter, Taiwan’s 
currency is underpinned by US$425 
billion of foreign-exchange reserves. 
That’s the fifth-highest stockpile in 
the world, behind China, Japan, Saudi 
Arabia and Switzerland. Relatively 
low foreign ownership of bonds in 
Taiwan, where yields are the lowest 
in Asia excluding Japan, also adds to 
the resilience of the island’s financial 
markets.

bloomberg news

If the U.S. raises rates, 
there’ll be outflow 

pressure for all 
emerging markets, but 
among them Taiwan 
will be affected less 
or may even benefit

Chung Hsu, Credit Suisse

Asia’s best refuge in Taiwan
JP Morgan and Morgan Stanley cite cheap valuations as reasons to be positive 
on Taiwan’s shares
Justina Lee
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Under this new 
law, when we 

catch companies 
cheating, they will 
have to pay back 
double what they 
owe, plus interest

Joe Hockey, 
Australia’s Treasurer

New Australian laws to crack down 
on global firms avoiding tax
The legislation will require public companies with income of more 
than A$100 million a year to disclose their tax affairs from December 1

 KEY POINTS

FARM SECTOR BRACES FOR MORE 
FAIlEd CROPS dUE TO dROUGHT

FAllING FARM wAGES TO HURT 
CONSUMER SPENdING, GROwTH

BUT GOvT SEEN MORE PREPAREd 
FOR CURRENT El NIñO THAN 
PREvIOUSlY

The Philippine economy has 
outpaced most of its Asian 
neighbours in the last two 

years, but its large rural sector may 
drag on growth in the second half 
as it confronts what forecasters say 
will be one of the worst El Niño dry 
spells on record.

Southeast Asia's fifth-largest 
economy is looking more vulnerable 
as recent months of crop losses from 
weak rainfall take a toll on farm 
output and commodity exports. 
Failed harvests will hit farm wages 
and crimp consumer spending - the 
main driver of GDP - and threaten 
to kindle inflation.

The Philippines, however, is 
expected to weather El Niño better 
than in 1998, when it last struck with 
as much intensity. The economy has 
lately proven resilient despite China's 
slowdown and patchy global demand, 
propped up by domestic consumption, 
public infrastructure spending and 
remittances.

Meteorological experts say El Niño 
could unleash droughts and floods 

across the Asia-Pacific region and 
beyond. At home, the Philippines' 
weather agency has warned it may 
intensify in the last quarter of this 
year into the first half of 2016.

"The Philippine government is 
aware of the risks on food supply as 
the effects of El Niño are expected 

to peak in October and extend into 
the summer months in 2016," ANZ 
said in a report. It added, however, 
that average inflation for 2016 would 
still be within the central bank's 2 to 
4 percent target range.

Although sizeable damage to crops 
is expected, plans to import food and 
remittances from workers abroad 
should help mitigate the effects of 
El Niño, industry experts say.

The El Niño droughts of 1998 
wiped nearly US$5 billion from 
farm production and a 6.4 percent 
contraction in agriculture was the 
main reason why gross domestic 
product shrank that year.

rural sector vulnerable
During the El Niño dry spell of 
2010, damage to rice crops was 
estimated at US$240 million, said 
Ancha Srinivasan, a climate change 
specialist at the Asian Development 
Bank in Manila.

With temperatures forecast to be 
2 percent higher now, damage could 
reach US$700 million to US$800 

million if the phenomenon lasts more 
than three months, he said.

A spike in food prices from 
the intensifying El Niño would 
squeeze incomes as food is the most 
heavily weighted component in the 
Philippines' consumer price index at 
39 percent.

The one bright spot is that inflation 
is at a new low, 0.6 percent in August, 
and world prices for rice and many 
other agricultural commodities are 
also at multi-year lows.

El Niño's threat to farm output, 
which accounts for 11 percent of GDP, 
is one reason why the government is 
likely to downgrade its 7-8 percent 
growth target this year. Fifty-five 
percent of the population of 98 million 
live in rural areas.

The economy rebounded in the 
second quarter but agricultural 
output contracted on failed rice, corn 
and sugar cane harvests. With rains 
still scanty, faltering farm production 
threatens to cloud the outlook for 
growth.

reuters

Philippines' economy to wilt from heat of el niño
Economic Planning Secretary Arsenio Balisacan said a more realistic GDP goal 
would be between 6 and 6.5 percent

Global firms accused 
of diverting profits 
offshore to lower their 

tax bill will come under fresh 
scrutiny in Australia after 
new laws were introduced 
Wednesday to ensure they 
pay their “fair share of tax”.

The bill was put before 
p a r l i a m e n t  a m i d  a n 
international push to stop 
firms using complex corporate 
structures to avoid tax, and 
targets more than 1,000 
multinationals generating 
turnovers of over A$1 billion 
(US$700 million), Treasurer 
Joe Hockey said.

The complex methods 
allegedly used by firms 
include booking revenue 
in lower-taxing countries 
to reduce tax on profits in 
higher-taxing jurisdictions, 
with governments collectively 
losing billions of dollars in 
the process.

“It is patently unfair for 
a large multinational with 
sophisticated structures not 
to pay its fair share of tax,” 
Hockey told reporters in 
Canberra.

Australian Tax Office (ATO) 
commissioner Chris Jordan said 
the bill also strengthened his 
agency’s abilities to go after 
firms that continue to shift 
profits to lower-taxing nations 
such as Singapore, adding that 
there were currently “billions 
of dollars” not being booked 
locally.

Hockey said the new 
laws would take a different 

approach from Britain, 
which in March introduced 
a so-called “Google tax” on 
companies that divert profits 
overseas, although treasury 
officials have been working 
closely with London on the 
issue.

The legislation will require 
public companies with income 
of more than A$100 million 
a year to disclose their tax 
affairs from December 1.

parliamentary inquiry into 
corporate tax avoidance last 
month recommended naming 
and shaming firms that avoid 
paying tax, after hearings with 
senior executives from giants 
such as Apple, Google, Pfizer 
and Johnson & Johnson.

The firms said they had 
operated within local and 
international tax laws.

International efforts to 
tighten laws have been led 

Rules will also be tightened 
so heavily geared firms cannot 
shift profits overseas through 
the guise of paying interest, 
while funding to the ATO 
will be boosted to increase 
its focus on tax avoidance.

Hockey said at this stage 
he could not put a number 
on how much more corporate 
tax could be raised through 
the amendments.

A n  A u s t r a l i a n 

by the Organisation for 
Economic Cooperation and 
Development (OECD), a 
grouping of wealthy nations.

Under the G20, which 
encompasses the world’s top 20 
economies, Hockey said “very 
integrated and... wide-ranging” 
proposals on how to allocate 
profits from multinational firms 
between countries were also 
being discussed.

AfP

Australian Treasurer Joe Hockey with former Prime Minister Tony Abbott. Experts say new Prime Minister 
Malcolm Turnbull may change Treasurer
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South Korea is getting serious 
about tackling its “zombie 
company” problem and will 

set up its first restructuring firm 
backed by the government and banks 
in November, spooked by some huge 
corporate losses and a darkening 
economic outlook.

Korea Development Bank (KDB) 
will also seek to sell some of the 118 
non-financial firms it controls, the 
government said last week - a move 
seen as part of its new resolve to deal 
with the issue. About 20 companies 
controlled by the state-run bank are 
seen as struggling.

Zombie companies, often defined as 
firms which require constant bailouts 
or which don’t make sufficient profit 
to pay down the principal on their 
debt, have long plagued South Korea’s 
corporate landscape.

Large wayward borrowers 
have frequently survived, with the 
government and state banks fearful 
of the job losses likely to accompany 
a big bankruptcy. But with domestic 
indicators taking a turn for the 
worse, China’s growth slowing and 
U.S. interest hikes looming, key 

at Daewoo Shipbuilding & Marine 
Engineering.

The recipient of a state bailout 
some 15 years ago as well as billions 
of dollars in loans from state-run 
banks, the world’s largest shipbuilder 
shocked in July when it swung to a 
first-half operating loss of about 3 
trillion won (US$2.5 billion).

The shipbuilder plans to sell 
non-core assets in the wake of the 
losses, while the state-run banks are 
conducting due diligence to determine 
the cause of the losses and the level 
of any capital infusion that may be 
required.

But even without Daewoo 
Shipbuilding, the restructuring body 
will have many potential candidates 
to pick from.

The proportion of South Korean 
firms deemed “marginal” by the 
central bank, or not generating 
enough operating profit to cover 
interest payments for at least three 
years, stands at 15.2 percent, steadily 
worsening from 12.8 percent in 2009 
when data was first compiled. The 
survey covers firms large enough to 
be subject to an outside audit.

policymakers say failure to take action 
means Asia’s fourth-largest economy 
risks damage to its industrial prowess.

Daewoo shipbuilding distress
While it remains unclear which 
company the new restructuring body 
will cut its teeth on, the government 
is widely seen as having been spurred 
onto action in part by ugly results 

Economic indicators also point to 
further pain ahead.

The ratio of inventories to 
shipments at Korean manufacturers 
jumped in the first half-year to 126.7 
percent while factory utilisation 
dropped to 74.3 percent. Both 
indicators are set for their worst 
showing since the Asian financial 
crisis in 1997/1998.

The new restructuring body will 
be backed by eight banks, a mix of 
state and private lenders, and is set 
to offer up to 2 trillion won in loans. 
Its initial capital base of around 250 
billion won will later be expanded to 
1 trillion won.

Similar bodies set up in Japan 
have had a fair degree of success 
- cleaning up the balance sheet of 
flagship carrier Japan Airlines and 
helping restructure Japan Display 
Inc - formed from the LCD units of 
three conglomerates.

Cho Ki-youn, Seoul-based 
executive director at restructuring 
consultancy AlixPartners, said the 
restructuring body needs more 
firepower if it is to be truly effective.

reuters

India is considering 
allowing state retirement 
funds to invest more in 

equities and opening them up 
to private-sector management 
to improve returns, as Prime 
Minister Narendra Modi seeks 
to expand the country’s tiny 
pensions net.

Hemant Contractor, 
head of the Pension Fund 
Regulatory and Development 
Authority (PFRDA), told 
Reuters he was pushing for 
state pension funds to be 
allowed to invest up to half 
of their funds in stocks, up 
from the current 15 percent.

The pension plans handle 
mostly state employees’ funds.

Finance Minister Arun 
Jaitley, who wants pension and 
insurance funds to invest more 
in equities and infrastructure, 
could make a decision soon, 
a ministry official said.

The pension savings of 
about US$15 billion overseen 
by Contractor’s agency are 
about just 1 percent of the 
Bombay Stock Exchange’s 
US$1.5 trillion market value. 
But asset managers expect 
them to grow four-fold over 
five years, mainly driven by 
higher deposits following tax 
exemptions this year.

Jaitley introduced a tax 
break this year on annual 
pension contributions of up 

Employees’ Provident Fund 
Organisation (EPFO) to start 
buying stocks to lift its returns.

“There is a broad agreement 
that state employees should 
have an option on a par with 
private workers to invest 

to 50,000 rupees (US$750), 
a step that could boost 
enrolments by 40-45 percent 
in this fiscal year, Contractor 
said.

Modi has also urged the 
US$100 billion state-run 

in equity markets,” said a 
finance ministry official, who is 
involved in the policy process 
and spoke on condition of 
anonymity.

But most of India’s 
workforce is employed in 
the cash economy and has 
no formal retirement cover at 
all. Only about 12 percent of 
those in work actually have a 
pension plan.

Funds overseen by the 
PFRDA have returned more 
than 10 percent a year since 
it was set up in 2004. That 
beats the 8.5 percent earned 
by the EPFO, which invests 
mainly in government bonds, 
but barely beat inflation over 
the same period.

Private players see an 
opportunity in the pension 
savings of the 60 million state 
employees who contribute 
US$13 billion of the US$15 
billion in assets overseen by 
the PFRDA.

The PFRDA plans to invite 
bids to manage more pension 
funds in the next two to three 
months. Awards would be 
based on the most competitive 
fees bid by asset managers.

reuters

India considering allowing state pension 
funds to invest more in equities
Fund managers say there is a long way to go as low awareness 
of pension products, adverse tax rules and a lack of confidence 
in the stock market deter many potential investors

South Korea takes stab at slaying 
zombie company menace
The proportion of South Korean firms deemed “marginal” by the central bank 
stands at 15.2 percent
Choonsik Yoo and Joyce Lee
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Vietnam’s trade 
surplus hits US$346 mln 
Vietnam’s trade balance swung to a sur-
plus of US$346 million in August, Vietnam 
Customs said yesterday, from a deficit of 
US$490 million in the previous month. Ex-
ports last month rose 1.2 percent from July 
to US$14.48 billion, while imports dipped 
4.3 percent from the previous month to 
US$14.134 billion, the customs depart-
ment said. Exports in January-August 
rose 9.2 percent from the same period 
last year to US$106.5 billion, nearing the 
10-percent government growth target for 
the whole of 2015, while imports jumped 
16.8 percent to US$110.26 billion.

Thai govt stimulus to 
lift 2015 GDP growth 
Thailand’s economy is still expected to 
grow 3 percent this year, boosted by re-
cent stimulus measures aimed at helping 
small firms and rural areas, a senior finance 
ministry official said yesterday. The stim-
ulus is expected to lift economic growth 
by 0.4 percentage point this year. “For 
the full year, we are still forecasting 3 
percent,” Krisada Chinavicharana, head 
of the ministry’s fiscal policy office, told 
reporters. This month the junta announced 
measures worth a combined 342 billion 
baht (US$9.50 billion) in a bid to revive 
Southeast Asia’s second-largest economy. 

Sri Lanka’s economy 
grows 6.7 pct 
Sri Lanka’s economy grew 6.7 percent in 
the second quarter of this year compared 
with the same period a year earlier, accel-
erating from 6.0 percent in the first quar-
ter, the government statistics office said 
yesterday. The industrial sector expanded 
by 2.0 percent year-on-year, the service 
sector grew 7.9 percent, and the agricul-
tural sector grew 5.0 percent, according to 
a new index using 2010 as the base year. 
Finance Minister Ravi Karunanayake last 
month said the economy should expand by 
7 percent this year, following 4.5 percent 
growth last year, under the revised index.

Bangladesh tea prices 
up for second week
Tea prices in Bangladesh edged higher for a 
second straight week at the weekly auction 
on Tuesday amid tight supplies and strong 
demand for quality leaf. Bangladeshi tea 
fetched an average 187.93 taka (US$2.4) 
per kg at the 19th auction of the current 
marketing season, slightly up from 185.81 
taka at the previous week’s sale when the 
prices snapped seven-week losing streak, 
an executive with National Brokers said. 
There was huge demand for quality tea, 
while volume dropped again this week 
compared with last week, helping prices 
to perk up, the executive said.

Commercial land 
prices in Japan’s 
3 largest cities rise 
Commercial land prices in Japan’s three 
largest metropolitan areas rose 2.3 per-
cent in the 12 months ended June 30, 
extending gains as low interest rates 
spurred property acquisitions, a govern-
ment survey showed. Commercial land 
prices for areas surrounding Tokyo, Osaka 
and Nagoya rose at a faster pace in that 
period than the 1.7 percent increase in 
the previous one year, according to the 
Ministry of Land, Infrastructure, Transport 
and Tourism. “Easy money policy has 
helped investors to raise money easily, 
which drove property investments,” the 
director at the ministry’s land price pub-
lication office said.

to spur growth. The economy grew 
at its slowest pace since 2009 in the 
second quarter, at 4.67 percent from 
a year earlier, with commodity prices 
and exports remaining weak.

At its last policy meeting, BI had 
said its policy focus for the short-
term was maintaining stability for the 
rupiah, emerging Asia’s second-worst 
performing currency.

“If anything, the risk is now tilted 
towards a hike more than a cut. Since 
August, BI has repeatedly indicated 

Indonesia’s central bank is likely 
to leave its benchmark interest 
rate on hold at a policy meeting 

today, amid renewed pressure on the 
fragile rupiah and inflation risks.

Pressure on Indonesia’s currency 
and bond markets have risen ahead 
of a possible rise in interest rates by 
the U.S. Federal Reserve this week, 
the first in nine years, which will 
likely spark capital outflows from 
emerging markets.

All 18 economists in a Reuters poll 
had forecast that BI would leave its 
key interest rate unchanged at 7.50 
percent. Three economists with longer 
term views saw no change to rates for 
the rest of the year.

Bank Indonesia (BI) Governor 
Agus Martowardojo said that pressure 
in the currency market had the 
potential to disturb the country’s 
macroeconomic stability and BI 
continues to be active in forex and 
bond markets.

Southeast Asia’s largest economy 
is confronting weak exports and 
consumption but a fragile rupiah 
and inflation risks have limited the 
central bank’s options to cut rates 

that the rupiah is undervalued,” said 
Gundy Cahyadi, an economist with 
DBS in Singapore, citing BI’s recent 
heavy activity in foreign exchange 
and bond markets.

In a bid to buffer the economy 
from outflows, the government 
last week also announced the first 
instalment of a stimulus package 
aimed at attracting more investment, 
boosting consumption and supporting 
the fragile currency.

reuters

further declines in September after 
a modest rise in August, data showed 
last month, as companies struggled 
with high inventory on weak demand 
in China.

BOJ officials argue that the 
weakness in exports and output will 
be temporary, and that there was no 
need to expand monetary stimulus 
unless overseas headwinds directly 
hurt domestic consumption and 
business confidence.

reuters

Japanese output seen flat 
in Q3 on China slowdown
Factory output unexpectedly fell in July and manufacturers see 
further declines in September following a modest rise in August

Japanese factory output will remain 
flat in the current quarter and an 
expected pick-up in October-

December is clouded with uncertainty 
as shipments to Asia take a hit from 
China’s slowdown, the Bank of Japan 
said yesterday.

Slumping growth in emerging 
economies is hurting Japanese 
machinery makers, while electronic 
parts makers are suffering from weak 
exports of smartphone parts to China, 
the central bank said in a monthly 
report for September.

“Based on surveys we are 
conducting on companies, industrial 
output is expected to move sideways 
in July-September from the previous 
quarter,” it said.

The cautious assessment underlines 
a waning conviction among central 
bank policymakers that Japan’s 
economy will make a solid rebound 
in July-September after shrinking in 
the second quarter.

Some economists see a chance of 
another contraction that would put 
the country into its second recession 
in as many years.

Contrary to the gloomy view 
on exports and output, the BOJ 
maintained its optimism that capital 
expenditure and household spending 
are holding up and set to increase 
steadily.

The BOJ maintained its massive 
monetary stimulus at a policy meeting 
on Tuesday but cut its assessment on 
exports and output, nodding to a slew 
of recent weak data that cast doubt 
on the strength of Japan’s economic 
recovery.

The monthly report is usually 
issued a day after the policy review 
to offer a more thorough analysis on 
each components of the economy.

Factory output unexpectedly 
fell in July and manufacturers see 

Indonesia to hold rates, 
fragile rupiah a concern
Southeast Asia’s largest economy is confronting weak exports 
and consumption
Gayatri Suroyo
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Euro governments 
recover less than 
half of bank aid
Euro zone governments have recovered 
less than half of the financial aid provid-
ed to banks since the global financial 
crisis, the European Central Bank said, 
pointing out that the outstanding guar-
antees pose an additional risk. Govern-
ments have offered a wide range of bank 
support from guarantees to purchasing 
assets and providing equity to prevent 
a credit crunch since the financial crisis 
commenced in 2008. The 40 percent 
recovery rate so far is low by interna-
tional comparison and risks remain as 
outstanding guarantees are worth 2.7 
percent of the euro zone’s GDP, the ECB 
said in an economic bulletin yesterday.

Venezuelan leader 
to push for OPEC, 
non-OPEC meeting
Venezuelan President Nicolas Maduro 
said he would travel shortly to seek sup-
port for his push for a summit between 
OPEC and non-OPEC producers on low-
er oil prices. Maduro has lobbied for 
months for an emergency meeting and 
coordination with non-OPEC nations, 
but OPEC’s Middle East producers have 
pledged to maintain high output in a 
fight to defend market share against 
rising competition. This week Maduro 
reiterated calls for action within OPEC 
and beyond OPEC, mentioning controls 
on output and price bands.

Lukoil to boost 
Baltic Sea oil output 
Lukoil PJSC, Russia’s second-largest oil 
producer, expects to invest more than 
US$2 billion in the Baltic Sea to increase 
crude output more than fivefold. Output 
from four fields discovered in 2014 and 
2015 off the coast of the Russian enclave 
of Kaliningrad will reach as much as 2.15 
million metric tons of oil in 2027, or about 
43,000 barrels a day, said Ilya Mandrik, 
Lukoil’s vice president for geology.  “With 
these resources as a foundation, the region 
is actively developing and will continue to 
do so further,” Mandrik said yesterday.

Global beer leader 
to make offer 
for rival SABMiller
Anheuser-Busch InBev, the world’s big-
gest beer maker, has approached rival 
SABMiller about a takeover that would 
form a brewing colossus that makes 
around a third of the beer drunk globally. 
A merged group would have a combined 
market value of around US$270 billion, 
based on current prices. It would combine 
AB InBev’s dominance of Latin America 
with SABMiller’s strong presence in Af-
rica, both fast-growing markets, as well 
as strengthening their position in Asia.

Polish billionaire plans 
to sell debt collector
Billionaire Leszek Czarnecki is planning 
to sell debt collecting company GetBack 
to help raise cash to buy Bank BPH from 
General Electric (GE), the Puls Biznesu 
daily said yesterday. GetBack is owned 
by a unit of Idea Bank, a lender controlled 
by Czarnecki. Idea Bank said on Tuesday 
its unit planned to sell GetBack, but did 
not provide details. Puls Biznesu, citing 
unidentified sources, said selling GetBack, 
which earned 55 million zlotys (US$15 
million) in the first half of this year, would 
help Czarnecki raise funds to buy BPH.

The European Central Bank 
(ECB) has scope to buy more 
assets as its quantitative easing 

has been small compared to similar 
schemes elsewhere, ECB Vice President 
Vitor Constancio said, adding that 
Europe also needs the U.S. and Chinese 
economies to motor ahead.

The asset buys, started in March 
to lift the bloc out of deflation, 
helped Europe to weather the Greek 
and Chinese turmoil but euro area 
inflation could turn negative again 
in the coming months so the bank 

stands ready to increase the size, 
composition and duration of the 
scheme, if necessary, Constancio said.

Drawing a comparison with other 
major central banks around the 
globe, Constancio said the European 
scheme is dwarfed by past asset buys, 
particularly by the U.S. Federal 
Reserve and the Bank of Japan.

“The total amount that we have 
purchased represents 5.3 percent of 
the GDP (gross domestic product) 
of the euro area, whereas what the 
Fed has done represents almost 25 

percent of the U.S. GDP, what the 
Bank of Japan has done represents 
64 percent of the Japanese GDP and 
what the U.K. has done 21 percent 
of the UK’s GDP,” Constancio told 
Reuters in an interview.

But Constancio also dismissed 
criticism from some that quantitative 
easing was not working, pointing 
to improved inflation expectations, 
growth in bank lending and a drop 
in borrowing costs despite the anxiety 
in financial markets.

He also said that the bank needs to 
look through volatility even if market 
turbulence is now more prevalent 
than in the past.

“Monetary policy is not about fine 
tuning volatility in financial markets,” 
he said. 

The ECB’s 1 trillion-euro plus 
asset-buying programme is set to run 
for another year but the majority of 
analysts polled by Reuters expect the 
scheme to be expanded as sharply 
lower commodity prices dampen 
long term price expectations and as 
inflation, now at 0.2 percent, takes 
years to pick up.

reuters

Emerging markets 
face Fed meeting 
forewarned
What might happen beyond an initial 
sell-off if the Fed raises rates today will 
depend on the policy path it maps out
Vidya Ranganathan

eCB vice-president says 
Qe relatively small so far
The ECB’s 1 trillion-euro plus 
asset-buying programme is set 
to run for another year

Despite the long drum roll 
anticipating what could be 
the U.S. Federal Reserve’s 

first monetary tightening in years, 
the odds of the Fed lifting interest 
rates this week have lengthened so 
much that emerging markets could 
be hit hard if it happened.

Emerging market currencies have 
tumbled, equities have fallen and 
bond yields have risen steadily since 
the middle of the year, when Fed 
officials flagged the possibility that 
they could lift their near-zero rates 
in the second half for the first time 
in nine years.

Expectations on timing had centred 
on September, but as U.S. inflation 
came in below target, commodity 
prices fell and China’s slowing growth 
cast a chill over the global economy, 
a delay to December looks likely.

Only seven of 17 respondents 
polled by Reuters expect a Fed rate 
rise this week. But if the minority is 
proved right tonight, investors would 

have to swiftly revisit their projections 
for how far and fast the Fed will go, 
affecting the cost of money across 
markets.

“The market is pricing in a 30 
percent probability, so it is not entirely 
priced in,” said Claudio Piron, head 
of Asian rates and currency strategy 
at Bank of America Merrill Lynch 
(BofAML) in Singapore.

“So it’s a difficult situation in 
a world where we do not have a 
synchronised global recovery, where 
arguably the world’s most important 
liquidity provider is tightening 
policy, and that will continue to hit 
commodity prices.”

Most analysts expect a less violent 
reaction than the “taper tantrum” 
of May-September 2013, when the 
Fed’s first hints at reversing several 
years of stimulus caused a spike in 
bond yields and investors sold out of 
several emerging markets.

That’s largely because anticipation 
has already taken its toll; MSCI’s 

emerging markets equity index is 
down nearly 16 percent this year, 
and its Latin American index has 
tumbled 27 percent.

JPMorgan says feedback from 
clients is that global funds’ exposure to 
emerging market equities is at multi-
year lows. It estimates redemptions 
from emerging market equity funds 
this year are at US$44 billion, not 
far off the US$48 billion withdrawn 
during the global financial crisis in 
2008 and US$49 billion during the 
eurozone crisis in 2011.

Bond yields have risen, and foreign 
cash has bled from markets most 
vulnerable to higher yields, such as 
Indonesia, Turkey and Brazil.

BofAML analysts estimate 
emerging market currencies have 
weakened an average 20 percent 
since mid-2014, and several look 
undervalued against the dollar. 
Brazil’s real has lost 31 percent this 
year.

relief rally?
Khiem Do, head of Asian multi-asset 
at Baring Asset Management in Hong 
Kong, expects a modest relief rally 
in emerging markets if the statement 
is dovish.

HSBC’s Asia economist Frederic 
Neumann reckons investors are 
already positioned defensively in the 
region, and “a dovish hike might 
be less disruptive than a hawkish 
hold that would leave much of the 
uncertainty that plagued markets in 
recent months on the table”.

The fly in the ointment could 
be China, which in previous Fed 
tightening cycles wasn’t such a big 
source of global growth and demand.
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EMERGING MARKETS TO TAKE 
A HIT FROM ANY SURPRISE RISE

IMPACT lIKElY SOFTENEd 
AS A RISE PARTIAllY PRICEd IN

ANY RElIEF RAllY COUld HINGE 
ON CHINA GROwTH STABIlISING
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PHILsTaR
Foreign business groups in the 
Philippines are pressing the 
government to pass a bill that 
aims to reduce income taxes, 
saying it will help make the 
country more competitive with 
other economies in the region. 
In a statement yesterday, 
the Joint Foreign Chambers 
(JFC) expressed its support 
for reducing personal and 
corporate income taxes in the 
Philippines as well as raising 
taxes on consumption in order 
to maintain enhanced public 
sector revenue inflows. The 
JFC said personal income tax 
in the Philippines currently 
stands at 32 percent while the 
country’s corporate income 
tax is at 30 percent.

BaNgKOK POsT
Unfavourable weather 
patterns since early this 
year could delay the 2015-
16 sugar-crushing season, 
but production is expected 
to remain intact, say traders 
and the Office of the Cane and 
Sugar Board (OCSB). “The 
2015-16 crushing season is 
expected to start in the first 
week of December, slightly 
delayed from mid-November,” 
OCSB director-general Pichai 
Tangchanachaianan said. 
Drought has hit sugar-growing 
areas, raising concerns about 
crop damage, which could 
affect sugar production in 
Thailand, the second-largest 
sugar exporter after Brazil. 
Industry officials and traders 
expect cane production should 
remain intact and forecast at 
least 111 million tonnes.

THe JaPaN NeWs
First impressions count in the 
real estate business, which 
explains why home staging 
services are spreading in 
Japan’s used housing market. 
More professionals are being 
brought in to make homes more 
appealing through a variety of 
ways, such as rearranging 
furniture and renting new ones. 
Home staging took off in the 
United States in the 1970s, 
where the practice is now the 
norm. Japan is also heading 
in that direction with the 
founding of the Home Staging 
Japan General Incorporated 
Association in 2013.

TaIPeI TIMes
Yuan deposits at Taiwanese 
banks fell 2.88 percent to 
326.94 billion yuan (US$51.29 
billion) last month from July, 
as the Chinese currency’s 
widening volatility fuelled 
unease among corporate 
and individual clients, the 
central bank said. It was the 
second consecutive month of 
decline and the fastest pace of 
retreat since Taiwan allowed 
yuan deposits in February 
last year, the central bank 
said. “Taiwanese companies 
and individuals turned more 
cautious about yuan holdings 
after seeing wide swings in 
the wake of the fixing reform,” 
a central bank official said.

BUSINESS 
WIRES
Leading reports from Asia’s 
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emerging markets tinder, Fed match
James Saft
reuters columnist

other risk considerations. This 
applies not just to market rates, 
but also to the policy rates set 
by central banks.
The implication: that market 
and policy rates in emerging 
markets wi l l  have been 
artificially suppressed by Fed 
policy in recent years and may 
be forced into some reversal 
of that.
Emerging market central banks, 
for example, may keep rates 
low when the Fed is cutting so 
as not to drive their currencies 
up and hurt their exporters. On 
the way back up, it will be all 
about attracting capital, which 
has a nasty habit of leaving 
emerging markets when global 
conditions tighten.
In other words, emerging 
market central bankers could 
easily be forced into economy-
choking interest rate rises to 
keep pace with the Fed.

Watching long rates
A 2014 report  f rom the 
International Monetary Fund 
found that interest rate rises 
in developed economies could 
be good for emerging market 
so long as they were done in 
reaction to strong growth. 
Those also brought with them 
strongly rising trade and capital 
flows, things we are not now 
experiencing.
Interest rate rises which get 
ahead of the real economy, on 
the other hand, were emerging 
market poison.
It may pay to watch long-term 
U.S. Treasury yields for a clue 
as to which kind of cycle this 
will be for emerging markets.
In the 10 periods since 1993 
that 10-year Treasury yields 
have spiked by more than 100 
basis points, emerging markets 
equities have done extremely 

well, according to fund manager 
Calamos Investments. During 
those periods emerging market 
equities have outperformed U.S. 
large company stocks seven 
times, usually by a large margin.
But with the notable exception 
of 2013’s “taper tantrum,” 
yields rose sharply on 10-
year debt because investors 
expected both growth and a 
bit of inflation.
Currently, 10-year yields are 
mired at low levels and have 
shown very little inclination 
to rise, either due to rising 
expectations of Fed hikes or 
in reaction to market volatility.
So what kind of a hiking cycle 
are we in, if indeed we prove to 
get a Federal Reserve increase 
at all?
These are very unusual times. 
Not only is the Fed attempting 
to come up off of virtually 
zero interest rates, it is doing 
so during a period of strong 
cross-currents globally.
The U.S. economy is doing 
fine. Not the kind of fine it 
used to do, but certainly not 
badly enough to justify zero 
rates and a US$4 trillion Fed 
balance sheet.
In contrast, not only are things 
difficult in emerging markets, 
particularly China, but emerging 
markets have grown out of all 
proportion to U.S. growth these 
past 20 years, making them all 
the more influential.
So this hiking cycle may be 
both briefer but also more 
precautionary than many, 
motivated not so much by a 
desire to tamp down speculation 
as perhaps to give room to cut 
later.
For emerging markets that may 
equal short-term losses but less 
prospect of a rally later.

Reuters

Being an emerging market 
central banker during a 
cycle of U.S. interest 

rate rises is no fun, none at all.
The experience of emerging 
market investors when the 
U.S. hikes is more mixed: good 
news if increases coincide with 
a rising economy but bad if they 
are intended to tamp down 
speculation.
This time round investors and 
central bankers look to be in 
the same miserable boat.
A new report from the Bank 
for International Settlements 
expressed doubts about how 
emerging markets will fare as 
U.S. rates rise and also showed 
how little independent control 
their policy-makers actually 
have.
With a large overhang of debt 
in major emerging markets like 
Brazil and China, the past few 
months of market volatility and 
falling commodity prices have 
revealed “fault lines” built up 
over many years, according to 
the quarterly report from the 
BIS, which acts as a central 
bank of central banks.
Brazil and China, for instance, 
could well be heading for a 
banking crisis. Both have seen 
credit growth way outpace 
economic growth. China’s 
credit-to-GDP gap is now at 
25 percent, while Brazil’s is 
nearly 16 percent. To put that 
in perspective, two thirds of all 
economies with readings on 
this measure above 10 percent 
have in the past experienced 
“serious banking strains” in the 
following three years. 
That’s the tinder, here may be 
the match: there are strong 
correlations between U.S. 
and emerging market interest 
rates, stronger than justified by 
either economic conditions or 

These are very 
unusual times. 
Not only is the 
Fed attempting 
to come up off 
of virtually zero 

interest rates, it is 
doing so during a 
period of strong 
cross-currents 

globally

U.S. Federal Reserve chair Janet Yellen
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Closing
Global uncertainty drags down HK’s export index

Uncertainties in the global economic environment 
have affected exporter confidence in Hong Kong, 
according to the latest Export Index announced 
Wednesday by the Hong Kong Trade Development 
Council (HKTDC). For the third quarter of 2015, the 
export index plunged 9.7 points to 37.1 from 46.8 
in the previous quarter, its lowest level since the 
fourth quarter of 2012, HKTDC Principal Economist 
(Global Research) Daniel Poon said at the press 
conference. Indices fell for all sectors except jew-

ellery, with the toy industry suffering the biggest slide from 52.5 to 35.6. The export 
index for the machinery industry was 40.7.

James Packer welcomes new Australian Prime Minister

Melco Crown tycoon James Packer said that the 
team formed by new Australia’s Prime Minister 
Malcolm Turnbull and deputy Julie Bishop are 
a “formidable team”, Australian media The Age 
quoted yesterday. He also said outgoing Tony 
Abbott made a great job improving trade with 
China, South Korea and Japan. In such sense he 
added that Turnbull knows the key role of for the 
economic future of Australia. “I’ve known Mal-
colm Turnbull for a very long time and I share his 

optimism about Australia’s future and the opportunities that exist here if we get our 
policies right,” The Age quote him as saying.

Eurozone inflation revised down

Inflation in the 19-country eurozone fell to 
0.1 percent in August, revised data showed 
yesterday, in a sign that a dangerous spell of 

falling prices could be returning to Europe.
The EU’s Eurostat agency slashed its first 

estimate of 0.2 percent, with tumbling oil prices 
having the biggest effect on prices in the single 
currency bloc.

Earlier this month, European Central Bank 
(ECB) head Mario Draghi warned that inflation 
in the euro could turn negative in the coming 
months, even if only temporarily. 

Fears of deflation had persuaded the ECB 
to launch in March a huge monetary stimulus 
programme, to get inflation closer to its 2.0 percent 
target. 

Initially the scheme appeared to work, slowly 
pushing inflation back up in core eurozone 
economies such as France and Germany.

But this latest data will increase the prospect 
for even more stimulus by the ECB, which has 
downgraded its inflation forecasts for the coming 
years in the face of falling oil prices.

Economists fear a prolonged period of deflation 
in which consumers delay purchases, triggering 
even more falling prices.

AfP

thailand holds key rate 
as weak baht

Thailand’s central bank left its benchmark 
interest rate unchanged for a third straight 
meeting yesterday, as widely expected, 

saying a weak baht and recently unveiled stimulus 
measures should be supportive to economic growth.

The Bank of Thailand said monetary policy 
would continue to be accommodative to help 
the economy that is expected to grow less than 3 
percent this year as there are “more negative factors 
than positive ones, especially from overseas.”

The Monetary Policy Committee (MPC) voted 
7-0 to leave the one-day repurchase rate at 1.50 
percent, near record lows.

Last month, the committee also unanimously 
voted for no change. It unexpectedly cut the rate 
in two back-to-back meetings in March and April 
to try to shore up confidence.

“The Thai economy continues to face negative 
factors, particularly a slowing global economy and 
higher volatility in the global financial markets,” 
the MPC said in a statement after the meeting.

“However, monetary conditions, including 
exchange rate development, remain supportive 
to the economic recovery.”

reuters

taiwan presidential calls 
for more economic openness 

Taiwan presidential candidate Hung Hsiu-chu 
urged expanded trade ties to re-energize 
the economy, as the ruling-party lawmaker 

attempts to make up a deficit in the polls.
The island faced strong competition from 

emerging markets and needed to increase access to 
the economy, including easing restrictions on foreign 
workers, Hung, 67, told a Bloomberg LP forum in 
Taipei. Taiwan -- led since 2008 by President Ma 
Ying-jeou, a member of her own Kuomintang -- 
had let opportunities for growth slip by, she said.

Taiwan “didn’t grasp the essence of opening 
our markets and society’s opposition to it, and 
thus didn’t actually open up,” Hung told financial 
industry professionals gathered for the event. 
“International talent and funds couldn’t connect 
with Taiwan’s markets and caused us to miss out 
on many economic drivers.”

Hung’s attempting to trim a wide lead in the polls 
by opposition chief Tsai Ing-wen, 59, before January, 
when Taiwan will select its first new executive in 
eight years. While Ma has overseen a flourishing of 
ties with China, his handling of the economy and a 
series of scandals has battered the KMT’s popularity. 

bloomberg news

OECD cuts global growth 
outlook for 2015, 2016
The group supported a gradual rise in US interest rates 
but said the pace will be critical
David Williams

The OECD cut its world 
economic growth 
forecasts for 2015 and 

2016 yesterday, warning of a 
dramatic slowdown in Brazil 
and a global outlook clouded 
by uncertainty over China.

The policy analysis club of 
34 advanced economies had 
already slashed its economic 
forecasts just three months 
ago because of US weakness.

Now the Organisation for 
Economic Cooperation and 
Development is returning 
to its calculations with an 

axe, citing in part a crisis 
gripping emerging markets 
as China’s economic boom, 
and its voracious appetite for 
raw materials, slows.

The OECD trimmed its 
world growth forecast for this 
year to 3.0 percent, lopping 
0.1 percentage points off its 
previous estimate made in 
June. 

The group issued its 
interim economic outlook 
on the eve of a US Federal 
Reserve decision on whether 
to lift interest rates for the first 

time in nine years. Analysts 
say such a tightening could 
chill global activity.

The forecast for Brazil 
took the biggest hit, by far, 
in the latest OECD report.

Suffering like other 
emerging economies from 
a commodity price crash, 
engulfed in recession and 
with its debt downgraded by 
Standard & Poor’s this month 
to junk bond status, Brazil 
had its economic outlook 
for this year downgraded to 
a 2.8-percent contraction 

instead of a 0.8-percent 
contraction.

For the world economy 
in 2016, the OECD lowered 
the outlook to growth of 3.6 
percent, a reduction of 0.2 
percentage points from three 
months ago.

While the US recovery 
was now solid, the OECD 
said the picture worldwide 
was muddied by “puzzles” 
in other big economies with 
erratic Japanese data, the 
euro area’s recovery lacking 
some vigour and activity in 
China difficult to assess. 

“This leaves the outlook 
clouded by important 
uncertainties,” it said.

‘Significant drag’
One big uncertainty is whether 
the emerging markets will 
be hurt by rising world 
interest rates or a sharper 
than expected slowdown in 
China, sparking financial 
and economic turbulence that 
could be a “significant drag” 
on advanced economies,” the 
OECD said.

The group supported a 
gradual rise in US interest 
rates but said the pace will 
be critical.

“In the United States, 
progress on closing output 
and employment gaps 
warrants an upward interest 
rate path, but at a very 
gradual pace,” the OECD 
said.

“The timing of the first 
rate hike is of secondary 
importance compared to 
the pace of increase. Clear 
communication of that 
pace will help to minimise 
financial market volatility.” 

China faces a challenge 
trying to sustain growth 
while changing its economy 
from an investment-powered 
model towards one led by 
consumers, the OECD said.

“The Chinese authorities 
face the policy challenge 
to sustain growth while 
advancing structural change 
and managing risks,” it 
said.

“Additional stimulus 
may be needed, but it 
should rely less on debt-
financed infrastructure and 
construction spending, and 
more on an expansion of 
social expenditures that 
will help support consumer 
spending and adjustment 
towards a more balanced 
growth model.”

The latest report means 
the OECD has cut its 2015 
global growth outlook by a 
full percentage point from 
March, when it foresaw 
a worldwide economic 
expansion of 4.0 percent.

AfP


