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Al Mahhar Holding Company, one of
the leading service and specialised
products providers to the energy and
infrastructure sectors in Qatar, has held

all items listed on agenda.

The meeting (AGM) was chaired by

Al Mahhar’s chairman, Fahad Hussain
Alfardan, with the attendance of Al
Mahhar’s board members, shareholders,
and senior management team.

“2023 was a landmark year for Al
Mahhar, showcasing our resilience

and strategic positioning as a pivotal
contributor to Qatar’s energy and
infrastructure sectors.

Our focus on operational excellence and
growth has paid off, reflecting in our
strong financial performance in 2023
and our ability to seize opportunities in
the energy sector.

Looking forward, we remain committed
to innovation, expanding our market
presence and are confident in our
capacity to face future challenges and
enhance value for our shareholders and

its annual general meeting and approved
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Al Mahhar Holding board addresses shareholders at the AGM.

communities,” Alfardan said.

The AGM endorsed the board of
directors’ report on the company’s
operations and financial performance for
the financial year ended 2023.

The AGM discussed the auditors’ report
and approved Al Mahhar’s financial
statements for the financial year 2023.
Based on the strong financial results
for the financial year 2023, the AGM

approved the board’s suggestion

to distribute an annual dividend to
shareholders equivalent to 10% of Al
Mahhar’s issued and paid-up share
capital, amounting to QR20.7mn or QRO.1

per share. The AGM concluded with the
reappointment of EY (Ernst and Young)
as external auditors for the upcoming
financial year and the approval of their
respective service fees.

The company achieved robust revenue
growth of 19.7% year-on-year, reaching
QR683.2mn in 2023. Al Mahhar’s net
profit to equity holders increased by
38.5% annually to QR28.2mn (QRO.14
earnings per share) for the financial

year 2023, from a net profit to equity
holders of QR20.3mn in 2022, continuing
the company’s trend of growth and
shareholder value creation.

During 2023, Al Mahhar maintained its
deleveraging initiative, further reducing
its bank debt by 34.8% on an annualised
basis.

This strategic debt reduction, along
with a strong generation of operating
cash flows - demonstrating a strong
increase of 47.5% from QR21.5mn in 2022
to QR31.7mn in 2023 - firmly positions
the company on a path to sustainable
growth.

Qatar’s automobiles
sales shift to overdrive

in January 2

By Santhosh V Perumal
Business Reporter

atar’s automobiles sector

began 2024 on a stronger

footing with sales of new
vehiCYes shifting to overdrive this
January, as driving licences is-
sued also saw substantial rise,
according to the Planning and
Statistics Authority (PSA).

The country witnessed 8,512
new vehicles registered in Janu-
ary 2024, which surged 33.2%
and 151.1% year-on-year and
month-on-month respectively.

The registration of new private
vehicles stood at 6,074; which
shot up 21.8% and 162.3% on
yearly and monthly basis respec-
tively in January 2024.

Such vehicles constituted 71%
of the total new vehicles regis-
tered in the country in the review
period.

The registration of new pri-
vate transport vehicles stood
at 1,124, which reported 22.4%
and 138.6% year-on-year and
month-on-month respectively
in January 2024. Such vehicles
constituted 13% of the total new
vehicles in the review period.

The new registration of other
non-specified vehicles stood
at 779 units, which zoomed
1670.5% and 192.2% on an an-
nualised and monthly basis re-
spectively in January 2024. These
constituted 9% of the total new
vehicles registered in the country
in the review period.

The registration of new private
motorcycles stood at 360 units,
which soared 69% and 63.6%
year-on-year and month-on-
month in November 2023. These
constituted 4% of the total new
vehicles in the review period.

The registration of new heavy
equipment stood at 124, which
constituted 2% of the total regis-
trations in January 2024.

Their registrations had how-
ever seen a 23.5% decline on an
annualised basis although it grew

024: PSA

Qatar’s automobiles sector began 2024 on a stronger footing with sales of new vlucle ]
shifting to overdrive this January, as driving licences issued also saw substantial rise,
according to the Planning and Statistics Authority

24% month-on-monthinthere-
view period.

As many as 51 trailers were
registered in January 2024, which
plummeted 20.3% year-on-year
even as it surged 200% month-
on-month. These -constituted
less than 1% of the total new ve-
hicles in the review period.

The clearing of vehicle-re-
lated processes stood at 138,014
units, which fell 2.2% on yearly
basis but increased 156.8% on
a monthly basis in the review
period.

The renewal of registration
was reported in 81,752 units,
which was down 1.3% year-
on-year but expanded 181.7%
month-on-month in January
2024. It constituted 59% of the
clearing of vehicle-related proc-
esses in the review period.

The transfer of ownership was
seen in 33,441 vehicles in Janu-
ary 2024, which was up 0.9%
on an annualised basis but shot
up 130.5% month-on-month. It

constituted 24% of the clearing
of vehicle-related processes in
the review period against 24% in
October 2023.

The number of driving licenses
saw an overall 8.9% year-on-
year jump to 10,968 in January
2024 with those issued to Qatari
males increasing by 11.5%, Qatari
females by 5.6%, non-Qatari fe-
males by 25.4% and non-Qatari
males by 6.3%.

The number of driving licenses
saw a 23.6% month-on-month
surge with those issued to Qatari
males and females increasing by
24.4% and 4.1%; and those to
non-Qatari males and females by
23.9% and 25.3% respectively.

The modified vehicles’ reg-
istration stood at 4,879; which
declined 20.3% on an annualised
basis but grew 148% month-on-
month in January 2024. They
constituted 4% of the clearing of
vehicle-related processes in the
review period.

The number of lost/dam-

aged vehicles stood at 4,986
units, which tanked 37.3%
year-on-year, even as it shot
up 53.1% on a monthly basis in
January 2024.

They constituted 4% of the
clearing of vehicle-related proc-
esses in the review period.

The number of cancelled vehi-
cles was 1,942; declining 36.1%
year-on-year but grew 153.9%
month-on-month in January
2024. They constituted 2% of the
clearing of vehicle-related proc-
esses in the review period.

The number of vehicles meant
for exports stood at 2,374 units,
which increased 57.7% and
197.9% on a yearly and monthly
basis respectively in January
2024. It constituted 1% of the
clearing of vehicle-related proc-
esses in the review period.

The re-registration was done
in 179 vehicles, which soared
79% and 306.8% year-on-year
and month-on-month respec-
tively in January 2024.

/‘Tapping Qatar’s

home-based
businesses to grow
local economy’

By Peter Alagos
Business Reporter

A Qatari startup that offers delivery
and e-commerce services has
partnered with home-based and
micro businesses, providing them
with a platform to reach more
customers and showcase their
products.

This partnership also aims to
support owners of home-based
businesses with their business plans
and growth strategies, said Andrew
Edward, the Product Marketing Lead
of local company Snoonu.

The decision to tap into this
segment of the market was driven
by the commitment of Snoonu’s
founder and chief executive,
Hamad al-Hajri, to support the
local economy and find untapped
opportunities, Edward emphasised.
Edward explained that al-Hajri,
along with his team at Snoonu,
noticed a gap where many local
businesses, despite being officially
registered, lacked a platform

to interact with customers and
market their products effectively.
Snoonu has this ability built-in
within its platform thanks to its
partnership with Braze. It enables
them to segment and personalise
interactions with customers which,
in turn, can help local businesses
do the same.

“One of the commitments of
al-Hajri is to try to support the
local economy and he has this
talent of always working with the
team in finding these untapped
opportunities in the market and
determining where it can be

better and how he can improve it,”
Edward said.

As a local startup, Edward noted
that Snoonu understands the

local context and sees this as

an opportunity to support local
businesses. “We are confident

that our platform will help

our audience and the Qatari
population engage more with these
businesses. Snoonu is aware of
what our audience is looking for
collaborating with home-based
businesses is one way to help
them engage with the Snoonu app

| more,” Edward said.

Snoonu Product Marketing Lead
Andrew Edward.

With its quick and large growth,
Snoonu is constantly exploring
innovative tools like Braze to
refine its customer engagement
strategies, ensuring the platform
remains dynamic and responsive to
users’ needs.

Given the amount of growth
experienced by these micro
businesses since partnering with
Snoonu, Edward stated that he has
a positive outlook for home-based
businesses in 2024.

“I would say my outlook is also
positive. So far, home businesses
that are in the Snoonu app have
been seeing a good amount of
growth, and in how they have
been marketing their products to
a much wider audience,” noted
Edward, who lauded the support
being provided by the Ministry of
Commerce and Industry to small
and micro businesses.

“The ministry is showing more
support in terms of how it wants to
collaborate more to increase the
growth of these home businesses
and helping them understand the
next steps they can take,” Edward
said.

He also stressed that innovation
was a key driver for success and
that startups and entrepreneurs
should always embrace new
technologies and stay ahead of
the competition. “This would help
them meet their user’s needs at
the right time and with the best
communication, and also help
them evolve in their market and
future markets,” Edward added.
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Oil prices stall after funds complete short covering

By John Kemp
London

Benchmark oil prices appear

to have topped out for the time
being after investors finished
repurchasing previous bearish
short positions in US crude
futures and options.
Repurchases had fuelled the
rally for almost three months

as the outlook for consumption
improved and Saudi Arabia

and its Opec allies restricted
production.

In the premier NYMEX WTI
contract, hedge funds and other
money managers repurchased
12mn barrels of short positions
over the seven days ending on
March 5.

Outstanding shorts were reduced
to just 28mn barrels down from
a high of 128mn barrels on
December 12.

Based on minimum short
positions over the last ten years,
funds probably have fewer than
10mn barrels left to buy back.

But massive short covering has
lifted front-month WTI prices

by less than $11 per barrel in the
last three months. In real terms,
prices are almost exactly in

line with the inflation-adjusted
average since the start of the
century.

Almost all shorts have

now been repurchased, so
extending the rally will rely

on the establishment of new
bullish longs. But funds actually
liquidated 3mn barrels of long
positions over the seven days
ending on March 5.

With no new buying coming
into the market, the upward
momentum behind oil prices
petered out.

Investment managers sold
refined fuels (-13mn barrels) in the
most recent week, mostly middle
distillates (-12mn), split between
US diesel (-7mn) and European
gas oil (-5mn).

Previously, funds had been
bullish about the outlook for
distillates, which are sensitive to
the business cycle, amassing a

position of 87mn barrels (72nd
percentile for all weeks since
2013) by the middle of February.
But they have sold 27mn barrels
over the three most recent
weeks, trimming the position

to just 60mn barrels (50th
percentile) on March 5.

Sales of diesel and gas oil futures
have taken much of the heat
out of refining margins and
reversed some of the earlier rise
in wholesale prices.
Manufacturers in the US,
Europe and Asia are recovering
from the cyclical slowdown in
2022/23 much more slowly than
anticipated at the start of the
year.

Meanwhile, the market has
adapted to the disruption of
diesel shipments from the Middle
East and Asia to Europe via the
Gulf of Aden and the Red Sea.
Portfolio investors scaled back
bearish short positions in US
gas following announcements
of drilling and output cuts from
a number of major producers in
the US.

Hedge funds and other money
managers purchased the
equivalent of 571bn cubic feet
(bcf) of futures and options in
the two major contracts linked to
the price of gas at Henry Hub in
Louisiana.

Previous bearish short positions
were reduced by 361 bcf, while
210 bcf of new bullish longs were
initiated, according to records
filed with the US Commodity
Futures Trading Commission.
Funds have purchased a total of
1,079 bcf in the last two weeks,
offsetting about half the 2,085
bcf sold over the previous five
weeks.

As a result, the combined position
had been boosted to a net short
of 595 bcf (16th percentile) up
from a net short of 1,675 bcf (3rd
percentile) on February 20.

In real terms, prices had fallen to
their lowest for more than three
decades in late February, and
with so many short positions to
be repurchased, the balance of
risks had swung firmly to the
upside.

Production cuts announced by
several of the largest onshore
gas producers triggered a short
covering rally, but so far it has
lifted prices only marginally.

US gas inventories were at the
highest level for eight years at the
start of March, according to data
from the US Energy Information
Administration.

Inventories were 529 bcf (+29%
or +1.31 standard deviations)
above the prior ten-year
seasonal average and the
surplus had swelled from 64

bcf (+2% or +0.24 standard
deviations) on October 1.

Drilling cuts should eventually
force inventories back to more
normal levels but the rebalancing
process will take time.

Many fund managers are wary
about becoming bullish after
calling the turning point too early
three times already in the last 12
months.

B John Kemp is a Reuters market
analyst. The views expressed
here are his own.

Saudi banks embark on record
bond binge for mega-projects

Bloomberg
Riyadh

audi Arabia’s banks could
S raise a record amount of

debt this year as a liquid-
ity squeeze strains Crown Prince
Mohamed bin Salman’s multi-
trillion dollar economic trans-
formation agenda.

Lenders may need to issue at
least $11.5bnin bonds inlocal and
foreign currencies, according to
Bloomberg Intelligence, to raise
funds for Vision 2030, a plan
aimed at transforming Saudi
Arabia from an oil-reliant econ-
omy to one generating income
from everything from tourism to
technology. That would be a new
high, surpassing the $10bnraised
in2022.

The sheer size of the required
investment, coupled with slower
deposit growth at the kingdom’s
banks and a lack of foreign in-
vestment into Saudi Arabia,
means lenders will need to lean
heavily on borrowing to come
up with funds for mega projects
such as wurban development
Neom and entertainment city
Qiddiya, according to Riyadh-
based Jadwa Investment Co.

“The one issue which I think is
the most troubling for the whole
Vision 2030 project is the lack of
capital,” said James Reeve, the
former chief economist at Jadwa
who has since been hired by
Saudi Arabia’s sovereign wealth
fund. “The Saudi banking system
is kind of tapped out”

Saudi Arabia’s lenders have
been grappling with tighter li-
quidity as loan growth has out-
stripped deposits to support a
domestic economy that con-
tracted last year. The country will
require $640bn in construction
spending over the next five years
based on the current pipeline of
projects, according to data com-
piled by Dubai-based analysis

Visitors look arounda exhibition for the reen Riyah projectinS
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audi Arabia. Lenders may need to issue

at least $11.5bn in bonds in local and foreign currencies, according to Bloomberg Intelligence, to raise funds

for Vision 2030.

firm MEED Projects. That sug-
gests banks may need to come
up with almost $384bn over that
period if they fund 60% of the
pipeline, using a mix of more de-
posits and debt.

Saudi Arabian deposit growth
remains the key driver of fund-
ing, but some 15% of what’s
needed may need to come from
debt, according to Edmond
Christou, senior financial ana-
lyst for Bloomberg Intelligence.
That would translate into new is-
suance of at least around $11.5bn
ayear.

“Banks don’t have the liquid-
ity to support the size of con-
struction needs but they will
be gathering more deposits and

tapping into the international
debt market,” said Dubai-based
Christou.

Debt issuance is already show-
ing signs of acceleration. About
$6.8bn has been sold this year so
far, according to Bloomberg In-
telligence.

That compares with $5.4bn
issued by local lenders for the
whole of last year.

Despite the ambitious funding
requirement, Saudi Arabia’s bank
balance sheets are still viewed as
healthy. S&P Global Ratings rates
most key lenders at investment
grade with a stable outlook and
said they won'’t be able to carry
the full spending burden for Vi-
sion 2030.

Projects are also heavily fi-
nanced by the central govern-
ment and related entities. The
deep-pocketed Public Invest-
ment Fund has said it aims to de-
ploy capital of $70bn a year after
2025, and is weighing up fund-
raising plans of its own.

There are also signs the 2030
deadline may slip. Saudi Arabia
Finance Minister Mohamed al-
Jadaan said in December some
unspecified projects may be de-
layed as more time may be need-
ed to build up factory and work-
force capacity.

Amwal Capital Partners ex-
pects the government, alongside
state companies and other enti-
ties, to issue their own bonds.

That includes another $3bn from
the PIF, said Zeina Rizk, partner
and co-head of fixed income at
the Dubai-based firm.

Successful bank and govern-
ment offerings may help offset
lacklustre oil prices, which are
creating a hole in state finances.
Saudi Arabia’s oil export rev-
enues sank by almost $80bn to
$248bn last year, a slump that
pulled the budget back into a
deficit and offered a reminder
of the country’s dependence on
high energy prices.

Fitch said last month that Sau-
di Arabia needs crude to trade
above $90 a barrel this year to
balance its budget, higher than
Brent’s current level of around
$85. If counting domestic spend-
ing by the kingdom’s wealth
fund, the kingdom requires oil
at $108, according to Bloomberg
Economics.

There are signs that liquidity

has improved since the start of

the year, suggesting banks may
have a bit of wiggle room before
needing to tap fixed-income
markets. A key gauge of borrow-
ing costs in Saudi Arabia, known
as Saibor, has retreated since
spiking to almost 6.4% in Janu-
ary, though is still well above 6%
amid elevated interest rates in
the US.

Central bank deposits at Saudi
lenders climbed in January and
the ratio of statutory net loans
to deposits — the measure the
kingdom’s reserve bank closely
monitors — dropped to 80.1%
after averaging above 80.5% in
2023, indicating more coverage
of outstanding credit.

“It’s important to remember
that the scale of financing re-
quired is substantial,” said Samer
Jumean, partner and head of in-
frastructure at KPMG in Saudi
Arabia. “Liquidity isn’t going
to dry up but it’s the right thing
to do to start tapping the capital
markets.”

Vietnam’s

bid for EM
upgrade faces
reality check

Bloomberg
Hanoi

he clock is ticking on Vietnam'’s

I pursuit of inclusion in emerging

market indexes, with its demand

for upfront funding by equity investors a
key stumbling block.

JPMorgan Chase & Co and HSBC
Holdings Plc are among the banks ex-
pecting Vietnam’s $269bn stock market
to win an upgrade from FTSE Russell
later this year, with the nation targeting
inclusion by 2025. The securities regula-
tor is pushing hard to fulfil the criteria,
according to Chairwoman Vu Thi Chan
Phuong.

On paper, Vietnam is a prime can-
didate to join the ranks of emerging
markets: The economy is among the
fastest-growing in Southeast Asia, it’s
recognised as a global manufacturing
hub and the stock market has recorded
double-digit gains in three of the past
five years. Foreign investors though are
balking at the need to have fully-funded
accounts in the country before they can
start trading.

“For the FTSE Russell upgrade, Viet-
nam basically needs to remove” the re-
quirement for funds to only invest with
cash already in the country, said Ruchir
Desai, a fund manager at Asia Frontier
Capital Ltd. “That is the key. Given its
ability to generate 6%+ GDP growth
in the next 3-5 years along with stable
macro-economic and political indica-
tors, Vietnam does have an edge over
some other economies in the region.”

The next FTSE review is on March 27,
though the index compiler typically an-
nounces changes in September. It de-
clined to comment to Bloomberg News
on potential outcomes.

Vietnam has been placed on a watch-
list for an upgrade from frontier mar-
ket since 2018. Should the nation get
an upgrade, it’ll join Indonesia, Thai-
land, Malaysia and the Philippines from
Southeast Asia in the FTSE Advanced
Emerging and Secondary Emerging uni-
verse. Its stock market is already bigger
than the Philippines.

“Progress has been slower than an-
ticipated,” FTSE said last September.
Vietnam’s practice of a check to ensure
the availability of funds before an order
can be made means it hasn’t met a set-
tlement criterion. Processes for open-
ing new accounts are also concerns, it
added.

Vietnam is piloting a trading system to
resolve the deposit issue and shorten the
settlement cycle, but it’s yet to officially
launch.

Another stumbling block is a cap on
foreign holdings. For instance, the com-
bined stake of global investors in listed
banks is limited to 30%, while they can’t
exceed 49% in some large-cap firms.

“For a lot of clients, opening an ac-
count is a crazy process in Vietnam,”
said Vicki Chi, a portfolio manager at
Robeco in Hong Kong. “Once you start
trading, the market is inefficient and li-
quidity is also very low. The government
has quite some work to do to streamline
this process to make it a more friendly
place for international capital”

The country needs to introduce an ef-
ficient mechanism to facilitate trading
between foreign investors in securities
that have reached, or are approaching,
those limits, FTSE has said. This is an
even bigger issue for rival MSCI Inc.

Vietnam has said it aims to raise the
capitalisation of its stock market to
100% and 120% of gross domestic prod-
uct by 2025 and 2030, respectively. JP-
Morgan predicted that an upgrade would
drive $500mn of passive inflows.

Default risk fades in emerging markets as riskiest bonds soar

Bloomberg
London

The risk of government defaults
in emerging markets this year is
subsiding, stoking a rally in bonds
that were just recently teetering on
collapse and propelling junk-rated
sovereign debt to its best start to a
year since 2019.

The prospect of a wave of
investment in Egypt, a new
government in Pakistan and a
renewed political push for reform
in Argentina have extended gains
that many thought were petering
out. Only 10 countries are now
flashing signs of distress in the
bond market, half as many as in
2022.

“We don’t see any major defaults
in EM sovereign high yield this
year,” said Anders Faergemann,

a money manager at Pinebridge
Investments. Market dynamics
have completely changed in the
past few weeks, he added, and
the chance of a restructuring in
Egypt, Argentina or Pakistan has
“declined significantly.”

The rally in junk bond comes

as some of the world’s most

vulnerable economies push
through free-market reforms and
make progress in negotiations with
the International Monetary Fund.
That has renewed investor appetite
for risk, especially as traders weigh
the exact timing of interest-rate
cuts by the Federal Reserve and
other major central banks.

As junk bond prices surge, the
extra yield investors demand to
hold speculative-grade sovereign
bonds over US Treasuries has
declined 56 basis points this year,
according to JPMorgan Chase &
Co data. That’s compared with

an 11 basis-point increase for
investment-grade bonds. The gap
between the two has fallen to 513
basis points, the smallest in two
years.

The most dramatic decline in risk
premium is in sub-Saharan Africa,
where the spread has narrowed to
644 basis points from over 1,000 in
May 2023.

Sovereigns that once scared away
investors — including Argentina,
Egypt, Ecuador and Sri Lanka — are
leading global gains this year.

“The value lies in the single Bs and
the triple Cs,” said Valentina Chen,
co-head of emerging markets at

Perception of Junk Bonds Improves

returned 24% for investors this

Risk spread for high-yield EM narrows relative to investment grade

year, the second-best performer
among peers, according to data
compiled by Bloomberg.

The only nation outperforming
Egypt is Ecuador, where President
Daniel Noboa managed to

“turn the country’s short-term
security crisis early in January
into a blessing in disguise” by

Source: Bloomberg

investment firm Mackay Shields

in London, who touts Argentina,
Egypt and Kenya, as well as
defaulted names like Zambia and
Sri Lanka.

Hard-currency bonds in triple C
rated countries have returned 16%
this year, outperforming those in
all other categories and nearly five
times the average return of high-
yield bonds issued by developing
economies, according to data

Bloomberg @

compiled on a Bloomberg index.
Egypt secured a deal with the

IMF last week that doubled its
rescue program to $8bn after

the country delivered its promise
to devalue the currency and

hike interest rates. Now the
government expects billions more
in investment from the World Bank,
the European Union, Japan and
the UK.

The nation’s sovereign bonds have

consolidating powers, said Sergey
Goncharov, a money manager at
Vontobel Asset Management.

A potential agreement with the
IMF also prompted Barclays
economist Alejandro Arreaza and
strategist Sebastian Vargas to
move overweight on the credit and
recommend buying the notes due
in 2030.

Even perennial defaulter Argentina
is gaining fans as it pursues talks
with the IMF about a program
that could unlock new cash and
as President Javier Milei renews
efforts to negotiate a radical
overhaul of the economy.

“People are hopeful” of positive
changes in Argentina, said Chen.
“We see good policies in the
pipeline.”

Countries in default are also
making headway in restructuring

talks, further bolstering high-yield
sovereign bonds.

Sri Lanka expects to complete a
debt revamp soon as the Asian
country prioritises obligations to
private bondholders after it struck
an agreement in-principle with
official creditors last year. Zambia
also vowed in January to resolve a
standoff among its creditors.

All the same, investors are still
watching money-market bets

for Fed rate cuts closely, as well

as commentary by monetary
authorities in rich nations, for
further clues on how far the high-
yield rally can go.

To Oren Barack, managing director
of fixed income at New York-based
Alliance Global Partners, there is
significant opportunity in both

EM sovereign and quasi sovereign
bonds as the Fed remains in the
transitory pause period.

“There is some opportunity in
Argentina, in the Bahamas and
even beaten-down Venezuela and
PDVSA,” Barack said, referring

to bonds of Venezuela’s state oil
company. “We will likely see further
compression in EM, which should
accelerate as the Fed gets closer to
its first cut.”



China drains cash via
key funding tool for
first time since 2022

Bloomberg
Beijing

C hina drained cash from the
banking system with a me-
dium-term liquidity tool
for the first time since November
2022, extending its cautious ap-
proach of using monetary policy
to boost growth and showing its
willingness to support the yuan.

The People’s Bank of China
(PBoC) withdrew 94bn yuan
($13bn) of cash from the banking
system on a net basis to avoid ex-
cessive liquidity, while it kept the
rate on its one-year policy loans
steady at 2.5% yesterday. Beijing
set its daily reference rate for the
yuan, with the largest strong bias
to the Bloomberg-survey estimate
since November.

The rate decision will likely dis-
appoint investors and economists
who anticipate more stimulus
is needed for the government to
achieve its ambitious economic
growth target of around 5% for
this year. It also underscores the
PBoC’s limited scope in further
easing monetary policy — given a
wide US-China interest rate dif-
ferential — before the Federal Re-
serve’s policy pivot.

The Chinese yuan was steady
both onshore and offshore after
the stronger fixing support. Yield
on 10-year government bonds
fell one basis point to 2.34%, still
at the lowest level in two dec-
ades. Chinese onshore equities
declined, with the CSI 300 Index
losing as much as 0.8%. The Hang
Seng Index in Hong Kong dropped
as much as 2.1%.

Investors have been expecting
rate cuts in China this year as the
world’s second largest economy
struggles with deflationary pres-
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The People’s Bank of China headquarters building in Beijing. The PBoC withdrew $13bn of cash from the

banking system on a net basis to avoid excessive liquidity, while it kept the rate on its one-year policy loans

steady at 2.5% yesterday.

sures, a years-long property crisis
and sluggish demand. The US-
China rate differential also has
hammered its currency and ex-
acerbated capital outflows amid a
weaker-than-expected economic
recovery.

“We expect there is limited
room for PBoC policy easing be-
fore global central banks start to
cut rates, as yuan stability remains
apolicy objective and further wid-
ening the interest rate spread with
a rate cut would add to depre-
ciation pressure,’ said Lynn Song,
Chief Economist for Greater Chi-
na at ING. The central bank may
reduce reserve-requirement ratio
in coming months before slashing
the rates on MLF, he said.

The Chinese yuan has fallen

around 1% so far this year despite
consistent support by the au-
thorities, as expectations of a Fed
rate cut as early as the first quarter
have been rolled back due to resil-
ient US inflation. Investors’ bets
on more easing in China boosted
their frenzy over the nation’s
sovereign debt, driving yields to
around two-decade low.

Chinese authorities will likely
want to gauge the effect of previ-
ous stimulus before further ac-
tions, especially given that the
most important annual political
event just wrapped up in Beijing
earlier this week. A slew of eco-
nomic data releases next Monday
— including fixed-asset invest-
ment, retail sales and industrial
production — will provide more

clues on economic conditions.

The country’s economy has
shown nascent signs of recovery,
with consumer prices rising in
February for the first time since
August and exports beating mar-
ket estimates. Proof of a more sus-
tainable trend will require more
solid data in the coming months.

The PBoC is leaning on meas-
ured and targeted monetary policy
in buoying economic growth. But
its push to lower financing costs
has been conspicuous. Last week,
PBoC Governor Pan Gongsheng
hinted at a further reduction of
banks’ reserve requirement ratio,
the amount of cash banks have to
keep in reserve. In January, he also
telegraphed the previous surpris-
ing cut that came days later.
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Asian markets hit by
rate worries after US
inflation surprises

AFP
Hong Kong

sian markets sank in line
Awith Wall Street yesterday

after a sharper-than-ex-
pected jump in US wholesale pric-
es dealt a blow to hopes for inter-
estrate cuts, while the uncertainty
also sent bitcoin tumbling.

In Tokyo, the Nikkei 225 closed
down 0.3% to 38,707.64 points;
Hong Kong — Hang Seng Index
ended down 1.4% to 16,720.89
points and Shanghai — Compos-
ite closed up 0.5% to 3,054.64
points yesterday.

The surprisingly large bump in
February’s producer price index
followed a forecast-beating read
on consumer prices earlier in the
week and overshadowed separate
figures pointing to a slowdown in
retail sales.

The reports also came after
above-estimate data for January
and will likely instil nervousness
on trading floors ahead of the
Federal Reserve’s next policy de-
cision on March 19-20.

While officials are not expect-
ed to move on rates, their post-
meeting statement will be pored
over for an idea of their think-
ing, with many — including boss
Jerome Powell — having warned
they will only cut when confident
inflation is under control.

The bank’s dot plot estimates
for rates through the rest of the
year will also be closely exam-
ined, with markets pricing in
three cuts — in line with policy-
makers’ most recent forecasts.

Analysts said the latest fig-
ures suggested the personal con-
sumption expenditures (PCE)
deflator, the Fed’s preferred
gauge of inflation, could come in
higher than hoped.

All three main indexes on Wall
Street ended in the red as the re-
cent strong rally faded on rate-
cut worries and profit-taking,
with a jump in yields denting
optimism and sending the dollar
higher.

“Equity and bond bulls are

staring at their calendars and
drawing a ‘big red circle’ around
the 20th of this month,” said Jose
Torres of Interactive Brokers.

“Folks are concerned Powell
may have to pull a dangerous U-
turn during his ride on the mon-
etary-policy highway. His dovish
messaging since December has
driven an intense loosening in fi-
nancial conditions” Hong Kong
shed 1.4% — having enjoyed a
strong run-up at the start of
the year — while there were also
losses in Tokyo, Sydney, Seoul,
Singapore, Mumbai, Bangkok,
Wellington, Taipei, Manila and
Jakarta.

Shanghai, however, edged up
even after China decided not to
cut interest rates, with authori-
ties refusing to unveil a strong
stimulus to kickstart the strug-
gling economy.

London rose at the open, while
Paris and Frankfurt were flat.

The yen swung against the dol-
lar after Japan’s largest union an-
nounced an average of more than
5% pay increases for members —
the biggest in 30 years — in the
latest round of wage talks, likely
putting further upward pressure
on inflation.

The news will also add to ex-
pectations the country’s central
bank will shift from its long-
running, ultra-loose monetary
policy when it meets next week.

Bitcoin tumbled to as low as
$66,715, a day after hitting a
fresh record high of $73,797 as
risk aversion sets in and observ-
ers warn the cryptocurrency may
have risen too quickly in recent
weeks.

The unit has rocketed around
50% since the middle of February
on rate cut hopes and a surge in
interest caused by US authorities’
decision to allow greater trading
accessibility.

Oil held most of its gains, sit-
ting around its highest levels
since November, after the Inter-
national Energy Agency forecast
demand would pick up more than
previously expected and reports
said US stockpiles had fallen.

Bank of Japan on cusp of ending negative interest rates

Reuters
Tokyo

Bigger-than-expected pay hikes by

major Japanese firms have significantly
heightened the chance the central

bank will end eight years of negative
interest rate policy next week, marking a
landmark shift away from its huge stimulus
programme.

Internal preparations for an exit have been
in the works since Kazuo Ueda took office
as BoJ governor in April last year, and were
mostly done by year-end, say sources
familiar with the bank’s thinking.

BoJ officials, including Ueda, have

recently stressed the timing of a shift

away from negative rates would depend
on the outcome of this year’s annual

wage negotiations between workers and
employers.

Annual labour talks with major firms ended
up with pay raises of 5.28%, the country’s
largest union group said on Friday, the
highest in 33 years and far exceeding
private forecasts for a hike of around 4.5%.
The results, which heightened hopes that
rising pay will revive stagnant household
spending, cemented the chance of an exit
from negative rates at the BoJ’s two-day
meeting ending on Tuesday, analysts say.
“Given the stronger-than-expected wage
talk outcome, the BoJ will likely ditch
negative rates and yield curve control
next week,” said veteran BoJ watcher
Naomi Muguruma, chief bond strategist at
Mitsubishi UFJ Morgan Stanley Securities.
“The BoJ could have waited until April if
the wage talk outcome wasn't this strong.

But with markets already pricing in the
chance of an exit, it would actually be

a surprise if the bank forgoes ditching
negative rates next week,” she said.

If the nine-member board believes the
conditions are right, the BoJ will set the
overnight call rate as its new target and
guide it in a range of 0-0.1% by paying

0.1% interest on excess reserves financial
institutions park with the central bank.
Upon exiting its negative rate policy, the
BoJ will also ditch its bond yield control
and discontinue purchases of risky assets
such as exchange-traded funds (ETF),
sources have told Reuters, putting a formal
end to the radical monetary experiment of
former Governor Haruhiko Kuroda in place
since 2013.

A poll taken in March showed 35% of
economists expected the BoJ to end

negative rates at the two-day meeting

ending on Tuesday, up from the previous
month’s 7% but still below 62% projecting
such action at its subsequent meeting on

April 25-26.

With an end to negative rates seen as
nearly a done deal, the market’s attention
is shifting to any clues the BoJ could give
on the pace of any interest rate hikes

thereafter.

Ueda has said the central bank will
maintain accommodative monetary

conditions even after ending

negative rates, and avoid causing any
“discontinuity” from the current ultra-
loose policy given uncertainty over the

economic outlook.

Any guidance on the future policy path
that the BoJ could offer upon ending
negative rates will likely be in line with

such comments, sources have told
Reuters. Under previous Governor Kuroda,
the BoJ deployed a huge asset-buying
programme in 2013 aimed at reflating
growth and firing up inflation to its 2%
inflation target in roughly two years.

The central bank introduced negative
rates and yield curve control (YCC) in 2016
as tepid inflation forced it to tweak its
stimulus programme to a more sustainable
one.

However, last year, as the yen’s sharp

falls pushed up the cost of imports and
heightened public criticism over the cost
of Japan’s ultra-low interest rates, the BoJ
tweaked YCC to relax its grip on long-term
rates.

An end to negative short-term rates
would be Japan’s first interest rate hike
since 2007.

AT YOUR € SERVICE

BUS RENTAL / HIRE

Q MASTER W.L.L. 15/26/30/65 Seater Buses with / W-out Driver
Contact # 55853618, 55861541 (24 Hours) F: 44425610 Em: qataroffice@yahoo.com

THOUSANDS TRANSPORT 60/67 Seated A/C non AC Buses w w-out driver
T: 4418 0042...F: 4418 0042...M: 5587 5266...Em: sales@thousandstransport.com

TRAVELLER TRANSPORT - 13/22/26/3/66 Seater Bus With & Without Driver.
Tel: 44513283 Mob: 30777432 / 55899097. Email: info@travellertransport.com

HIPOWER TRANSPORT: 13/22/26/66 Seter Bses & Pickups with & wihout dive.
Tel: 4468 1056, Mob: 5581 1381, 7049 5406, ...... Em: hipower@safarigroup.net

BUSINESS SOLUTION

QATAR ASPECT WLL Business Setup, Local Sponsor, CR License, PRO Service
[0 —— TN e Em: info@qataraspect.com

CARGO SERVICES

AMBASSADOR CARGO D2D worldwide, Intl frieght, packing, relocation
storage & all logistic support.T: 4437 3338.M: 5500 8857..Em: info@ambassadorcargo.com

GOODWILL CARGO Air, Sea & Land Cargo Services Worldwide Door to Door
Packing & Moving T: 4462 6549, 4487 8448..M: 3318 8200, 3311 2400.Em: sales@gooduwillcargogatar.com

Updated on 15t & 16" of Every Month

CAR HIRE

N

AL MUFTAH RENT-A-CAR Main office D-Ring Rd. T: 4463 4444, 44010700
Airgort 4463 4438, Al Khor 411 3344 Leasing 5589 1384, Em: resevatons@rentacardoha.com..wwwrentacardoha.com

AL SAAD RENT A CAR Head Office-Bldg: 242, C-Ring Road T: 4444 9300
Branch-Barwa village, Bldg #17, shop #19.......T: 4415 4414, ..M: 3301 3547

AVIS RENT A CAR Al Nasr Holding Co. Building, Bldg. 84, St. 820, Zone 40
T. 4466 7744 F: 4465 7626 Airport T: 4010 8887 Em:avis@qatarnet.qa, www.avisqatar.com
THOUSANDS RENT A CAR

Bldg No 3, Al Andalus Compound, D-ring Rd..T. 44423560, 44423562 M: 5551 4510 F: 44423561

BUDGET RENT A CAR Competitive rates for car rental & leasing
Main Office T: 4432 5500...M: 6697 1703. Toll Free: 800 4627, Em: info@budgetqatar.com

AUTORENT CAR RENTAL & LEASING (Bahwan Int'l Group)
Tel: 4442 0577, 4403 9600, Mob: 5993 3368, email: reni@autorent-me.com

el |

CARPENTRY & FABRICATION

PREMIER ENGINEERING & TRADING CO. W.L.L , Veneer pressing, cutting,

plaining, etc... Doors, Furniture, Cubicles.... M: 3338 8017, E: premierqatar@gmail.com
7L

&

[ S CLEANING

CAPITAL CLEANING CO. WLLL. All type of Cleaning Services-Reasonable Rates
T: 44582257, 44582546 F: 44582529 M: 33189899 Em: capitalcleaningwll@gmail.com

DEBT COLLECTION

DEBT GUARD SERVICES - Debt collections - Corporate & commercial
M. 7038 6638, 6601 8314, www.dgsqa.com, Em: info@dgsga.com

GENERATOR HIRE

AL-GHAZAL TRADING GENERATOR Big fleet of Generators with
different capacities. T: 3088 8718, 5573 5974, E. mahgoub@alghazalgenerators.com

INSURANCE

QATAR ISLAMIC INSURANCE GROUP (QIIG) For all types of

insurance services.T: 4465 8888. www.giic.com.qa Em: giic@giic.com.qa

IS0 / HACCP CONSULTANTS

QATAR DESIGN CONSORTIUM - 150 9001, 14001, 45001, 39001, Z7001, 22301, 41001, et
T 4419 1777 F: 4443 3873 M: 5540 6516 Em: jenson@qdcqatar.net

oRS:

i ATYOUR SERVICE

DAILY FOR THREE MONTHS

500/

PEST CONTROL & CLEANING

QATAR PEST CONTROL COMPANY
T: 44222888 M: 55517254, 66590617 F: 44368727, Em:qatarpest@qatar.net.qa

DOHA PEST CONTROL & CLEANING CO. W.LL
T: 4470 9777.. M 5551 3862, 5551 4709..F: 4436 0838...Em: sales@dohapest.com

AL MUTWASSIT CLEANING & PEST CONTROL
T: 44367555, 44365071 M: 55875920, 30029977 Em:info@amcqatar.co

: REAL ESTATE
I

AL MUFTAH GENERAL SERVICES www.rentacardoha.com
T. 4463 4444/ 4401 0700....M: 5554 2067, 5582 3100.... Em:reservations@rentacardoha.com

SURVEYS & THIRD PARTY INSPECTION

-
=

INSIGHT MARINE SURVEY AND SERVICES........... 44171991,

M: 5086 9900 / 5529 6600, E: contact@imssme.com. website: www.imssme.com

TRANSLATION SERVICES

ASIA TRANSLATION SERVICES www.asiatranslationcenter.com
Sofitel Complex, 1st Floor..T: 44364555, 4029 1307, 44440943 Em:asiatranslation@gmail.com

TUWA TRANSLATION SERVICES Legal Translation, PRO Service, CR,
Business Setup, License Service... M: 3378 1343, Em: typingtawa@gmail.com
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Business Reporter

The gains in global energy prices
had its reflection in the regional
bourses, including the Qatar Stock
Exchange (QSE), which traversed
through a positive trajectory this
week.

The foreign institutions were

seen net buyers as the 20-stock
Qatar Index rose 0.25% this week
which saw the QSE to move to T+2
settlement cycle from the present
T+3, effective from March 25.

The real estate, transport,
consumer goods, industrials and
telecom counters witnessed higher
than average demand this week
which saw the QSE amends the
covered short selling procedures
for exchange traded fund units
and the covered short selling
procedures of the market maker,
liquidity provider and qualified
investor.

The Gulf institutions’ weakened net
selling pressure had its influence in
the main market this week which
saw QSE announce that United
Development Company (UDC) and
Vodafone Qatar to replace Baladna

and Ezdan Holding in the index,
effective from April 1.

However, the local retail investors
turned bearish in the main
bourse this week which saw

Gulf International Services’
strategic growth in Qatar and
global markets as it builds new
revenue streams by capitalising
on opportunities associated with
North Field expansion.

The domestic funds were seen
net sellers in the main market
this week which saw Standard
and Poor’s, a global credit rating
agency, view that Qatar’s realty
sector is undergoing a cyclical
correction after the boost related
to the World Cup in November-
December 2022. The Arab
individuals were increasingly

net profit takers in the main
bourse this week which saw a
total of 0.34mn Masraf Al Rayan-
sponsored exchange-traded fund
QATR worth QRO.79mn trade
across 54 deals. The foreign retail
investors turned net sellers in the
main market this week which saw

The foreign institutions were seen net buyers as the
20-stock Qatar Index rose 0.25% this week which saw the
QSE to move to T+2 settlement cycle from the present T+3,
effective from March 25

as many as 0.01mn Doha Bank-
sponsored exchange-traded fund
QETF valued at QRO.03mn change
hands across four transactions.
The Islamic index was seen gaining
faster than the other indices in the
main market this week which saw
the industrials and banks together
constitute more than 59% of the
total trade volumes.

Market capitalisation added
QR2.03bn or 0.35% to QR590.2bn

on the back of midcap segments
this week, which saw no trading of
sovereign bonds and treasury bills.
Trade volumes and turnover were
on the increase in both the main
bourse and junior market this
week.

The Total Return Index rose 0.55%,
the All Share Index by 0.48% and
the All Islamic Index by 0.74%

this week. The realty sector index
zoomed 3.68%, transport (3.1%),

consumer goods and services
(1.09%), industrials (0.76%) and
telecom (0.46%); while banks and
financial services was down 0.3%
and insurance 0.13% this week.
Major gainers in the main market
included Meeza, Qatar General
Insurance and Reinsurance, UDC,
Nakilat, Mesaieed Petrochemical
Holding, Qatar Islamic Bank, Masraf
Al Rayan, Woqod, Industries Qatar,
Qamco, Barwa, Vodafone Qatar
and Milaha. In the venture market,
Al Mahhar Holding saw its shares
depreciate in value this week.
Nevertheless, about 56% of the
traded constituents were in the
red with major losers being Qatar
Electricity and Water, Dlala, Qatari
German Company for Medical
Devices, Qatar National Cement,
Doha Insurance, Lesha Bank,
Mannai Corporation and Gulf
Warehousing this week.

The foreign funds were net
buyers to the tune of QR166.22mn
compared with net sellers of
QR21.35mn the week ended March
7. The Gulf institutions’ net profit
booking declined substantially to
QR3.69mn against QR28.53mn the
previous week. However, Qatari
individuals turned net sellers to the

Foreign funds’ net buying lifts QSE sentiments as index gains 0.25%

extent of QR119.91mn compared
with net buyers of QR19.39mn a
week ago.

The domestic funds were net profit
takers to the tune of QR27.01mn
against net buyers of QR22.46mn
the week ended March 7.

The Arab individual investors’ net
selling strengthened noticeably to
QR8mn compared to QR2.63mn
the previous week.

The foreign retail investors

turned net sellers to the extent of
QR5.22mn against net buyers of
QR9.19mn a week ago.

The Gulf individuals were net profit
takers to the tune of QR2.41mn
compared with net buyers of
QR1.68mn the week ended March
7. The Arab institutions had no
major net exposure against net
sellers to the tune of QRO.2mn the
previous week.

The main market witnessed a 39%
jump in trade volumes to 891.95mn
shares, 39% in value to QR2.8bn
and 15% in deals to 76,283 this
week.

In the venture market, trade
volumes shot up 58% to 1.93mn
equities and value by 55% to
QR3.13mn; whereas transactions
were down 7% to 194.

Fed seen sticking with

three

2024 rate cuts

despite higher inflation

Bloomberg
Washington

recent pickup in inflation
Aisn’t likely to shift Fed-

eral Reserve policymakers’
forecasts for three interest-rate
cuts this year and four in 2025, ac-
cording to economists surveyed by
Bloomberg News.

The Federal Open Market Com-
mittee will keep rates steady in the
5.25% to 5.5% range for a fifth con-
secutive meeting next week, with
policymakers reducing rates for
the first time in June, economists
say. A solid majority of survey re-
spondents see Fed officials pencil -
ling in three or more cuts in 2024,
while more than a third expect two
or fewer.

Fed Chair Jerome Powell and his
colleagues will update their eco-
nomic and rate projections at the
March 19-20 meeting for the first
time since December, and survey
respondents expect only small
tweaks to their outlook with no
change in the projected rate path.

“We look for the FOMC tonudge
up its median forecast for inflation
for this year, but otherwise we do
not anticipate large changes to
the macro or interest-rate projec-
tions,” said Kathy Bostjancic, chief
economist at Nationwide Mutual
Insurance Co. Recent sticky infla-
tion “should add to Powell’s reti-
cence in sending a green light on a
near-termrate cut”

Economists see policymakers
marking up their 2024 forecasts
for US gross domestic product to
an annual rate of 1.7% from 1.4%
and lifting their inflation projec-
tion to 2.5% from 2.4%.

The survey of 49 economists
was conducted March 8-13.
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The Federal Reserve building in Washington, DC. A recent pickup in inflation isn’t likely to shift Fed

policymakers’ forecasts for three interest-rate cuts this year and four in 2025, according to economists

surveyed by Bloomberg News.

In congressional testimony last
week, Powell emphasised the cen-
tral bank has made good progress
in nudging inflation toward its 2%
target and needed “just a bit more
evidence” before making an initial
rate cut. “We're not far from it,” he
told lawmakers.

“We are expecting the dot plot
to continue to show that the me-
dian FOMC participant expects
75 bps rate cuts this year. In the
SEP, the median forecast for neu-
tral rate likely edges higher as at
least five FOMC participants had
flagged the possibility of higher
neutral rate during the inter-
meeting period,” says Anna Wong,
chief US economist.

Recent economic data reinforc-
es the case for caution. Underlying

US inflation topped forecasts for a
second month in February, and a
key gauge of pipeline price pres-
sures accelerated.

“With growth, jobs and infla-
tion all too hot for comfort the Fed
isn’t in a position to cut interest
rates in the near-term,” said James
Knightley, chief international
economist at ING.

Almost all respondents expect
the Fed to maintain its January
guidance that no reduction would
be appropriate until the central
bank has more confidence infla-
tion is moving sustainably toward
2%. In addition to the decision on
rates, the committee is scheduled
to hold a discussion of issues sur-
rounding its $7.5tn balance sheet.
The Fed has been passively shrink-

ing its portfolio of assets through
the runoff of maturing securities
— aprocess known as quantitative
tightening.

A plurality of economists expect
the Fed to announce a slower pace
of tightening in June, with the ta-
pering starting in June or July. As
a result, they expect the balance
sheet to fall to $6.7tn in December
2025. Economists have become
increasingly optimistic about the
economic outlook. Just 17% of
respondents are forecasting a re-
cession in the next 12 months, well
below the 58% seen last July.

“The economy  continues
to outperform amid a resilient
American consumer,” said Joe
Brusuelas, chief economist with
RSM US.

US factory production
rebounds from
slump in February

Reuters

Washington

roduction at US factories
Pincreased more than ex-

pected in February amid
a rise in temperatures, but data
for the prior month was revised
sharply down as manufacturing
remains hamstrung by high in-
terest rates.

Manufacturing, which ac-
counts for 10.3% of the economy,
has been squeezed by 525 ba-
sis points worth of interest rate
hikes from the Federal Reserve
since March 2022.

The US central bank is expect -
ed toleave rates unchanged at the
end of a two-day policy meeting
next Wednesday. Financial mar-
kets anticipate rate cuts will start
in June.

“The manufacturing sector
continues to face headwinds
from higher borrowing costs
and tighter credit conditions,”
said Rubeela Farooqi, chief US
economist at High Frequency
Economics.

“However, lower interest rates
as the Fed starts cutting the tar-
get range this year, as well as an
onshoring of supply networks
may provide support to factory
activity in 2024

Manufacturing output re-
bounded 0.8% last month after
a downwardly revised 1.1% drop
in the prior month, the Fed said.
Factory output was previously
reported to have dropped 0.5% in
January, weighed down by frigid
temperatures.

Economists polled by Reu-
ters had forecast factory output
would rise 0.3%. Production at
factories fell 0.7% on a year-on-
year basis in February. Despite
the overall weakness, there re-
main pockets of manufacturing
strength.

Motor vehicle and parts output
accelerated 1.8% last month, the
US central bank’s report showed.
That followed a 3.8% weath-

er-induced decline in January.
Durable goods manufacturing
production increased 1.0%. Ma-
chinery output rose 1.7%. There
were also big increases in the
production of wood products
as well as miscellaneous goods.
Output of computer and elec-
tronic productsrose as did that of
electrical equipment, appliances
and components.

This bodes well for business
investment. Production of non-
durable goods rose 0.7%, lifted
by the chemicals, printing and
support, and paper output cat-
egories.

Mild temperatures also boost -
ed mining output, which re-
bounded 2.2% after plunging
2.9% in January. But oil and gas
well drilling fell for the fourth
straight month. It was down
10.1% on a year-on-year basis.

Utilities production fell 7.5%
as demand for heating ebbed.
That followed a 7.4% surge in
January.

Overall industrial production
gained 0.1% in February after
falling 0.5% in January. Indus-
trial production fell 0.2% on a
year-on-year basis in Febru-
ary. Capacity utilization for the
industrial sector, a measure of
how fully firms are using their
resources, was unchanged at
78.3%. It is 1.3 percentage points
below its 1972-2023 average.

The operating rate for the
manufacturing sector rose six-
tenths of a percentage point to
77.0%. It is 1.2 percentage points
below its long-run average.

Stocks on Wall Street were
trading lower. The dollar was lit-
tle changed against a basket of
currencies. US Treasury yields
were mixed.

News on the inflation front
was mixed. Import prices rose
moderately in February after
surging in January, but the over-
all disinflationary trend is slow-
ing. Declining goods prices ac-
counted for much of the cooling
in inflation last year.

Europe’s answer to US Treasuries is headed to €1tn

Bloomberg
Frankfurt

Europe’s safest securities looks set
to grow beyond €1tn ($1.1tn) for the
first time on record, a step towards
closer fiscal ties between the bloc’s
members.

The European Union has signalled
it will issue new notes in the
coming days, adding to the €995bn
pile of euro bonds outstanding
from the region’s four biggest
supranational issuers.

For investors, the notes represent
an attractive alternative to German
bonds — Europe’s current haven

of choice — because they offer a
small pick-up in yield for a similar
level of risk and could one day give
the region an new alternative to
Treasuries.

For the bloc’s governments,
they’ve become an increasingly
appealing way to finance spending
without loading up more debt.
Speculation, meanwhile, is
mounting that EU bonds will soon

be included in major indexes,
adding to their appeal and paving
the way for further sales and
investment.

“The more that is issued, the more
points on the curve, the better
the liquidity. And there’s talk that
they’ll be entering some of the
benchmarks in the foreseeable
future,” said Dave Chappell, a
senior fixed income fund manager
at Columbia Threadneedle, which
manages $637bn of assets.

EU bonds were first introduced
during the pandemic crisis

to help spread the burden of
stimulating the bloc’s economy.
Now, with debate raging on how
governments in the region will
fund defence spending in the face
of Russian aggression, the project
has taken on even great urgency.
Europe has long struggled to
attract a vast pool of capital from
sovereign wealth funds and global
central banks searching for a safe
home for their savings. That’s
because it has lacked a market
liquid and big enough to compete

A euro sculpture in Frankfurt. The European Union has signalled it will

issue new notes, adding to the €995bn pile of euro bonds outstanding
from the region’s four biggest supranational issuers.

with almost $27tn in US Treasuries
outstanding.

While there’s still a very long way
to go before European bonds
become a serious contender,

the growth of supply from the

four issuing entities — the EU,
European Investment Bank,
European Stability Mechanism
and European Financial Stability
Facility — almost doubled over the
past decade, according to data

compiled by Bloomberg. The bulk
has come from EU sales over the
past four years to fund the region’s
post-pandemic recovery. While
that program remains temporary
for now, its future is gaining
renewed interest as Europe’s
politicians consider how to fund
the continent’s defence.

Shared borrowing was described
by EU Economy Commissioner
Paolo Gentiloni last month as “a
sound way” to deal with crises.
Investors have made clear they’re
eager for more European issuance,
which would boost spending to
counter Russian belligerence
without loading more debt onto
individual member states.
Availability of high-rated assets

is all the more important given
Europe’s past efforts to develop
sovereign bond-backed securities
never got off the ground, partly
because countries including
Germany fear they’ll end up paying
for others’ bad debts through the
back door.

Of course, the pile of EU bonds

remains tiny compared to
Treasuries — or even to the bund
market, which has almost four
times as much debt outstanding.
That means that while the

EU might narrow the gap, it’s
certainly not about to threaten
the hegemony of US debt as the
world’s go-to haven.

“For the reserve assets question,
EU bonds are little more than

a rounding error,” according to
Moritz Kraemer, chief economist at
German bank LBBW.

But the relatively speedy growth
across the bloc’s four major
supranationals, and the improved
liquidity that brings, is helping
boost demand among global
buyers. “The criticism in the past
was, well, there are not enough
European safe assets,” said Kalin
Anev Janse, chief financial officer
and management board member
at the ESM, which priced a €2bn
five-year note on Monday. “We
really now have created a deep
set of European safe assets, which
barely existed only 15 years ago.”
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