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atar

initiatives in education,
tech and energy transition

By Peter Alagos
Business Reporter

delegation from the Ca-
Anadian—Qatari Business

Forum (CQBF) is sched-
uled to arrive in Doha on April 20
to explore opportunities in eco-
nomic development, education,
technology, public finance man-
agement, and energy transition,
as well as the role and function of
Qatar Foundation.

The delegation will be led by Dr
Philippe Couillard, the 31st Pre-
mier of Quebec, who will meet
various public and private offi-
cials and stakeholders in Qatar,
under the guidance of the CQBF
and the diplomatic representa-
tives of both countries.

“Canada can be a productive
partner for Qatar in all these ar-
eas. An overarching objective of
the visit could be the conclusion
of amemorandum of understand-
ing (MoU) between the CQBF and
the Qatar Foundation in estab-
lishing a framework for collabo-
rative projects in the many sec-
tors participating in the country’s
socio-economic development,’
Couillard told Gulf Times in an
interview.

According to Couillard, the
MoU framework reflects the
continuation of the CQBF’s ini-
tiatives with emphasis on projects
that will bring long-lasting ben-
efits to both countries.

“Qatar and Canada have a lot
in common already, particularly
in energy, given the fact that both
countries rank among the world’s
most important producers of oil,
gas, and mineral resources.

“The current push toward elec-
trification has put ‘critical miner-
als’ at the forefront of the priori-
ties of many countries. Canada is
particularly blessed with wvast

quantities of such resources,
which it aims to develop sustaina-
bly with particular attention giv-
en to the development of tangible
benefits for its First Nations” the
former Premier pointed out.

Couillard emphasised that the
rapidly evolving field of artificial
intelligence (AI) is another sector
that could produce interesting in-
itiatives through long-term col-
laboration agreements involving
the training of the next generation
of Al specialists.

“Canada has two internation-
ally-recognised hubs in Toronto

Dr Philippe Couillard, the 31st premier of Quebec, is scheduled to
meet various public and private officials and stakeholders in Qatar
from April 20-25, under the guidance of the CQBF and embassies of
both countries.

and Montreal with professors G
Hinton and J Bengio with signifi-
cant academic and private sector
activity. These include techno-
logical and ethical areas of inter-
est, such as the Montreal Declara-
tion on the ethical utilisation of
AI - an example of the topic that
could eventually be the theme of a
joint initiative/event by the CQBF
and Qatar Foundation,” Couillard
noted.

Another specific objective of
the CQBF’s six-day visit to Doha
involves Diagnos Inc, a company
offering Al-assisted imaging of

the retina to diagnose and fol-
low conditions, such as diabetic
retinopathy.

“It is important for the GCC
region to know this specific con-
dition and its dramatic conse-
quences - blindness - if left un-
detected and untreated. Beyond
the company itself, this example
illustrates how AI can be deployed
in a healthcare system with mini-
mal costs and address a specific
health condition that has a signif-
icant impact on the population’s
health,” Couillard explained.

Similarly, Eleqgtrion Inc, an
early-stage startup active in the
battery sector now developing
an aluminium-ion battery could
have an interest in Qatar as it
represents a new and exciting
development for its burgeoning
aluminium production industry,
he said.

“I am one of the three founders
of the company. As we are making
good progress in the development
of our battery, we will be looking
for partners and investors in Qa-
tar. The new generation of bat-
teries would be a good addition
to the growing production of re-
newable energy, specifically solar,
particularly if it can be manufac-
tured locally to the benefit of the
GCC region, the Middle East, and
Asia)” Couillard also said.

He added: “As a renewed world
order is taking shape positive,
peace-seeking messages must
continue to be heard around the
world. Although on different con-
tinents, with different cultural
backgrounds, Canada and Qatar
are well-positioned to continue
playing that role.

In continuation of previous
work and with the existing or-
ganisations, I hope to find my-
self in a position to contribute to
the wellbeing of citizens of both
countries.”
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Qatar banks’ net profit
to remain ‘broadly
stable’ in 2025: Moody’s

By Santhosh V Perumal
Business Reporter

atari banks’ bottom-line

is expected to remain

“broadly stable” this year
asg h in non-interest income
would largely mitigate lower net
interest earnings in view of ex-
pected interest rate cuts, accord-
ing to Moody’s, an international
credit rating agency.

“We expect Qatari banks’ net
profit to remain broadly stable
in 2025 as interest rate cuts con-
strain net interest income but
non-interest income grows,” the
rating agency said in its latest re-
port.

Higher fee and commission in-
come, driven by a growing non-
funded income related activities
at the Qatari banks, would offset
a drop in net interest income as
interest rate cuts constrain mar-
gins, keeping operating income
“broadly stable”) it said.

Expecting cuts in interest rates
in 2025 to temporarily squeeze
net interest margins as interest
on loans will decline faster than
interest paid on deposits and
other funding costs; it however
said this will be mitigated by the
banks’ skew towards short term
funding, which enables them to
respond quickly to lower interest
rates.

The rating agency expects the
banks’ profitability to remain
sound in 2025 and that single-
digit credit growth will support
capital buffers at current strong
levels. The banks’ combined net
profit had seen a 7% year-on-year
growth to QR28.3bn during 2024.

Aggregate tangible common
equity was stable at 16.5% of risk-
weighted assets as of December
2024, supported by profit reten-
tion and strong earnings.

Expecting non-oil GDP (gross
domestic product) growth in Qa-
tar, where the banks focus their
lending activity, to likely rise to
3.5% annually in 2025 and 2026

compared with an estimated
3% in 2024; it forecasted GDP
growth to benefit from projects
related to Qatar’s expanded LNG
or liquefied natural gas produc-
tion capacity as well as sporting
events, business exhibitions and
tourism-related activities.

However, non-oil GDP growth
fell to 1.1% in 2023 from 5.7% in
2022, when Qatar hosted the FIFA
World Cup and benefited from
related infrastructure and invest-
ment activity. “As a result, we ex-
pect private-sector credit growth
of around 6% in 2025, up slightly
from 4% in 2024,” Moody'’s said.

Still high, though declining,
provisioning costs will somewhat
offset operating income stabil-
ity as pressure on the real estate
and contracting sectors persists,
it said, adding provisioning costs
would remain high compared
with historical levels; while op-
erating expenses would continue
to grow, driven by the banks’ con-
tinuous investment in technol-
ogy.

Current market volatility and
lower commodity prices, if sus-
tained, may however increase the
downside risks to its expectation
of Qatari banks’ profitability for
2025, Moody'’s cautioned.

Qatari banks have the highest
operating efficiency in the Gulf
region, though their cost-to-
income ratio increased in 2024, it
said, adding aggregate operating
expenses rose by 10% on an an-
nualised basis.

Aggregate provisioning charges
declined by 12% in 2024 com-
pared with the end of 2023, the
second fall since the pandemic,
and consumed around 26% of
pre-provision income versus
30% in 2023, Moody’s found.

“Cost of risk remains higher at
banks that are more exposed to fi-
nancially strained sectors such as
real estate and contracting.

At the same time, banks that
provisioned in advance are now
lowering  their  provisioning
costs,” it said.

QSE key index falls 138 points; M-cap erodes QR7.57bn

By Santhosh V Perumal
Business Reporter

The recession fears instilled by the US
tariff strategy and the appurtenant
trade chaos had profound impact on
the Qatar Stock Exchange (QSE) this
week, which saw its key index lose as
much as 138 points and capitalisation
erode about QR8bn.

The domestic institutions’ net
buying substantially weakened as the
20-stock Qatar Index tanked 1.35%
this week which saw QNB report net
profit of QR4.3bn in the first three
months of this year.

Although the last day of the five-
day session saw huge gains with the
US announcing 90-day hiatus on
imposition of tariffs, overall the QSE,
which remained closed for a week
before in view of Eid holidays, was on
a slippery path this week.

About 55% of the traded constitu-
ents were in the red this week which
saw Aamal Company’s subsidiary
Ebn Sina sign an agreement with
BeiGene, commencing cancer treat-
ment in Qatar.

The foreign individual investors
were seen net profit takers in the
main bourse this week which saw the

Qatar Financial Markets Authority
issue the Code of Conduct govern-
ing transactions among dealers in
the Qatari financial markets as part
of efforts to develop the financial
market and boost the confidence of
participants in it.

The Gulf retail investors were also
seen bearish in the main market this
week which saw a total of 0.59mn
AlRayan Bank-sponsored exchange
traded fund QATR worth QR1.3mn
trade across 66 deals.

The foreign institutions con-
tinued to be net sellers but with
lesser intensity in the main bourse
this week which saw as many as
0.02mn Doha Bank-sponsored
exchange-traded fund QETF valued
at QRO.17mn change hands across
30 transactions.

The local retail investors were seen
bullish in the main market this week
which saw a total of 0.Imn sovereign
bonds valued at QR1.04bn trade
across three deals.

The industrials counter witnessed
higher than average selling pressure
in the main bourse this week which
saw no trading of treasury bills.

The stic institutions’ net buying support substantially

- hmwmw

weakened as the 20-stock Qatar Index tanked 1.35% this week

The Islamic index was seen declin-
ing slower than the other indices of
the main market this week, which
saw global credit rating agency
Moody’s view Qatari banks’ bottom-
line to remain “broadly stable” this
year as non-interest income growth
to largely mitigate lower net interest
earnings.

Market capitalisation eroded
QR7.57bn or 1.26% to QR593.13n on
the back of large and midcap seg-
ments this week which saw Strategy&
Middle East find that the Gulf telcos
can enhance value to their customers

and generate up to $5.90 in Ebitda
for every $1invested in an artificial
intelligence-powered “engine” that
enables personalised marketing
and customer value management at
scale. Trade turnover and volumes
were on the increase in the main
market; while the junior market’s
trade volume and value were on the
decline this week.

The Total Return Index shed 1.35%,
the All Islamic Index by 1.05% and
the All Share Index by 1.17% this week
which saw the industrials and bank-
ing sectors together constitute about

57% of the total trade volumes. The
industrials sector index plummeted
2.54%, banks and financial serv-

ices (1.26%), transport (0.93%) and
consumer goods and services (0.4%);
while insurance surged 2.54%, tel-
ecom (0.81%) and real estate (0.01%)
this week.

Major losers in the main market
included Industries Qatar, Widam
Food, Salam International Invest-
ment, Qamco, Gulf International
Services, Mesaieed Petrochemical
Holding, Inma Holding, QNB, AlRayan
Bank, Dukhan Bank, Qatar Oman
Investment, Al Mahhar Holding and
Milaha this week.

Nevertheless, Estithmar Holding,
Qatar Insurance, Doha Bank, Qatar
General Insurance and Reinsurance,
Al Faleh Educational Holding and
Mazaya Qatar were among the mov-
ers in the main bourse. In the venture
market, Techno Q saw its shares
appreciate in value this week.

The foreign individuals turned net
sellers to the tune of QR7.6mn com-
pared with net buyers of QR11.52mn
the week ended March 27.

The Gulf retail investors were net
sellers to the extent of QR6.97mn
against net buyers of QR1.78mn the
previous trading week.

The domestic funds’ net buying
declined substantially to QR8.1mn
compared to QR160.37mn the week
ended March 27.

However, the Gulf institutions’ net
buying weakened significantly to
QR6.96mn against QR42.48mn the
previous week.

However, the Qatari individu-
als turned net buyers to the tune
of QR45.77mn compared with net
sellers of QR11.47mn the week ended
March 27.

The Arab individuals were net buy-
ers to the extent of QR6.6mn against
net profit takers of QR17.26mn the
previous week.

The foreign institutions’ net selling
decreased drastically to QR52.87mn
compared to QR102.63mn the week
ended March 27.

The Arab funds continued to have
no major net exposure for the second
successive week. In the main market,
trade volumes more than doubled to
1.25mn shares and value soared 86%
to QR2.93bn on more than doubled
deals to 170,4448 this week.

The venture market saw 77%
plunge in trade volumes to 0.23mn
equities and 78% in value to
QRO.63mn but on 22% jump in trans-
actions to 50.
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Hedge funds are hunting deals inrisks too big for insurers

Bloomberg
Los Angeles

As Los Angeles residents digested the
scene left by wildfires earlier this year, the
stage was simultaneously being set for
hedge funds to pursue market-beating
returns fanned by climate change. The
investment model in question is built
around so-called subrogation claims,
which are used by insurers to try to
recoup some of the money they’ve paid
out to policyholders. Insurers resort to
subrogation when they suspect that a
third party — a utility, for example — is
ultimately responsible for the losses. But
rather than deal with the recovery risk
themselves, insurers have been selling
those claims on to alternative investment
managers.

Cherokee Acquisition has recently
brokered subrogation deals for “larger,
more sophisticated distressed debt
hedge funds,” says Bradley Max,

a director at the New York-based
investment bank. Transactions have been
tied to claims related to the Eaton and
Palisades fires, he said.

Other investment firms looking to

make money on claims stemming from
the LA fires include Oppenheimer &

Co, which recently executed a trade

of subrogation claims, Bloomberg has
previously reported. Investors have been
paying about 40-45 cents on the dollar,
according to Max.

As climate change leads to increasingly
devastating natural disasters and
unmanageable property losses, the
question of who'’s ultimately on the hook
is more contentious than ever.

Fiona Chaney, senior investment
manager and legal counsel for Omni
Bridgeway, a specialist in subrogation
claims and other forms of litigation
finance, says the firm is readying for
market growth as “claims get larger and
larger.” Targets of subrogation claims
have “paid out and paid out and paid out
from so many massive wildfires”, so the
motivation for insurers and investors is
clear, she said.

Last year, insured losses hit $140bn

as natural catastrophes destroyed
everything from critical infrastructure

to private homes across the globe,
according to Munich Re. The German

reinsurer describes the development as
a series of record-breaking events whose
“consequences are devastating.” In all,
natural disasters were responsible for
$320bn of losses in 2024, including those
not covered by insurance, Munich Re
estimates.

There’s widespread consensus that
insurers alone can’'t meet the growing
coverage needs associated with the
costs of climate change. In Europe,
regulators warn that the widening

gap in natural-catastrophe insurance
protection requires a whole array of new
policy responses. That includes greater
capital markets participation, according
to a discussion paper published by the
European Central Bank and the European
Insurance and Occupational Pensions
Authority.

The role played by capital markets in
helping insurers cope with their growing
costs has tended to centre on products
like insurance-linked securities, including
catastrophe bonds.

“The cat bond market continues to

grow due to increased demand for risk
transfer primarily driven by economic
development, concentration of insured

values in exposed areas, changing
vulnerability and climate change,” Swiss
Re said in a statement on Monday,
announcing a new partnership with GAM
to co-manage a portfolio of ILS products.
The market for investing in subrogation
claims had a seminal moment more than
half a decade ago, when faulty power
lines and equipment failures at California
utility PG&E were blamed for wildfires in
the state. Back then, hedge fund Baupost
Group LLC purchased claims against
PG&E worth $6.8bn, from which it’s
thought to have generated an estimated
$1bn of profits, Bloomberg reported at
the time.

Max says that since the PG&E case,
investors have increasingly seen “an
opportunity to provide liquidity to
insurance companies”.

Typically, they’re looking at returns in the
“low teens”, he said. With transactions
limited to over-the-counter deals, there’s
little data available on prices or volumes.
But those who are close to the market
agree that “double-digit” returns are the
standard, according to Michel Léonard,
chief economist at the Insurance
Information Institute.

US Treasuries

trade like risky

assets in warning to Trump

Bloomberg
Washington

illed on Wall Street as so
Brock-solid safe they’re

risk-free, US Treasury
bonds have long served as first
port of call for investors during
times of panic. They rallied dur-
ing the global financial crisis, on
9/11 and even when America’s
own credit rating was cut.

But now, as President Donald
Trump unleashes an all-out as-
sault on global trade, their status
as the world’s safe haven is in-
creasingly coming into question.

Yields, especially on longer-
term debt, have surged in re-
cent days while the dollar has
plunged. Even more discon-
certing is the pattern of the re-
cent market moves. Investors
have often dumped 10- and 30-
year Treasuries — pushing pric-
es down and yields up — at the
very same time they frantically
sold stocks, crypto and other
risky assets. The inverse is also
true, with Treasuries rising in
unison with them.

They are trading, in other
words, a little like a risky as-
set themselves. Or, as former
Treasury Secretary Lawrence
Summers says, like the debt of
an emerging-market country.

Even if this dynamic was to
fade as swings in stocks even-
tually normalise, as most ana-
lysts expect, a message has
been delivered to policymak-
ers in Washington: Investor
confidence in US bonds can no
longer be taken for granted —
not after a years-long borrow-
ing binge that swelled its debt
load and not with a president in
the White House hell-bent on
rewriting the rules at home and
abroad and antagonising, in the
process, many of the country’s
biggest creditors.

This has profound implica-
tions for the global financial
system. As the world’s ‘risk-
free’ asset, Treasuries are used
as a benchmark to determine

The US Treasury building in Washington, DC. As President Donald Trump unleashes an all-out assault on

global trade, US Treasury bonds’ status as the world’s safe haven is increasingly coming into question.

the price of everything from
stocks to sovereign bonds to
mortgage rates, while serving as
collateral for trillions of dollars
of lending a day.

Treasuries and the dollar get
their strength from “the world’s
perception of the competence of
American fiscal and monetary
management and the solidity of
American political and financial
institutions”, said Jim Grant,
founder of Grant’s Interest Rate
Observer, a widely followed fi-
nancial newsletter. “Possibly,
the world is reconsidering.”

Stocks, bonds and the dollar
all tumbled together Thursday,
adding to concerns that foreign
investors are retreating from US
assets en masse. Thirty-year
Treasury yields surged 13 ba-
sis points to 4.87%, while the
dollar plunged against the euro
and Swiss franc by the most in a
decade. The widespread selloff
extended yesterday.

“Treasuries are not behaving
as a safe haven,” said ING rates
strategist Padhraic Garvey. “If

we were to slip into recession
there is a path there for yields
to revert lower. But the here and
now is painting Treasuries as a
tainted product, and that’s not
comfortable territory. Treas-
uries have proved to be a pain
trade too.”

Not everyone is convinced
that investors are losing faith
in the safety of US government
debt. Benson Durham, head of
global asset allocation at Piper
Sandler and a former Federal
Reserve economist, has done
his own analysis comparing key
Treasury-market metrics to
those in Europe. Some measures
suggest investors have demand-
ed less of a premium to own US
debt relative to German and UK
bonds in recent days, he said.

“People are right to kind of
worry about this general eco-
nomic management,” Durham
said. But “it’s not clear to me, at
least not yet, that this is an epi-
sode where people are particu-
larly penalising US assets.”

Others say more technical

factors are behind the recent
selloff in the long-end. There
are signs that hedge funds have
been unwinding leveraged
trades that capitalise on price
differences between Treasuries
and interest-rate swaps or fu-
tures contracts.

Treasury Secretary Scott
Bessent backed that view in an
appearance on Fox Business
earlier this week.

“I believe that there is noth-
ing systemic about this — I
think that it is an uncomfort-
able but normal deleveraging
that’s going on in the bond mar-
ket,” said Bessent, who previ-
ously advertised lower 10-year
borrowing costs as an ambition.

An auction of 30-year bonds
on Thursday also saw inves-
tors snap up $22bn of the debt,
supporting the argument that
Treasuries continue to be at-
tractive even during the selloff.

That’s not to say that markets
are behaving as usual, however.

US stocks have plunged 7%
since Trump announced plans

to ramp up tariffs on dozens
of countries on April 2. Since
then, rather than tumble, 30-
year yields have actually risen
around 40 basis points, only
the fifth time in data going back
to the 1970s that moves of this
magnitude have occurred si-
multaneously.

The surge in yields poses a
risk to Trump’s stated goal of
cutting taxes while reining in
the budget deficit, and was at
least in part behind his decision
on Wednesday to announce a
90-day pause on higher tariffs
for dozens of countries.

“Long-term interest rates are
gapping up, even as the stock
market moves sharply down-
wards;” Summers, who is also
a paid Bloomberg contributor,
wrote this week in a social me-
dia post. “We are being treated
by global financial markets like
a problematic emerging mar-
ket,” he said, adding that “this
could set off all kinds of vicious
spirals, given government debts
and deficits and dependence on
foreign purchasers”.

If foreign investors do decide
to continue retreating from US
assets, the pain could be sub-
stantial. They hold about $7tn
in Treasuries, $19tn of equities
and $5tn of corporate debt, ac-
counting for about 20-30% of
the total market, according to
Torsten Slok, chief economist at
Apollo Global Management Inc.

If recent history is any guide,
a buyers’ strike may have long-
lasting repercussions for US
borrowing costs.

Just three years ago, inves-
tor pushback against UK Prime
Minister Liz Truss’ unfunded
tax cuts fuelled a surge in yields
the country has yet to recover
from, while the pound never
bounced back from 2016’s
Brexit vote.

“There is a distrust by the
market created by the on-off
tariffs, and that definitely adds
an uncertainty premium,” said
Shamil Gohil, a portfolio man-
ager at Fidelity International.

Morgan Stanley
beats profit
estimates in Q1

Reuters
New York

organ Stanley beat first-quarter
Mproﬁt estimates yesterday, helped

by record equity trading and strong
wealth management results.

The bank reported record equity net rev-
enue with a 45% jump from a year ago, re-
flecting increases across business lines and
regions, particularly in Asia, with its biggest
gains in prime brokerage and derivatives.

The bank earned $4.3bn, or $2.60 per
share, in the three months ended March 31.
That compares with a profit of $3.4bn, or
$2.02 per share, a year ago. Analysts expected
earnings per share of $2.20, according to es-
timates compiled by LSEG.

Shares dropped 1.9% in choppy trading
before markets opened.

US President Donald Trump’s decision to
impose heavy tariffs on major economies and
the launch of China’s generative AI model,
DeepSeek, triggered a broad selloff in global
markets.

“The volatility increased trading activity
and there was deleveraging,” said Chief Fi-
nancial Officer Sharon Yeshaya, adding that
clients continued to be active. “We have not
seen, so far, signs of market dysfunction.”
Potential for a recession and uncertainty over
the Federal Reserve’s interest-rate trajectory
have kept investors on edge.

Equity trading revenue rose as investors
rebalanced their portfolios, boosting vol-
umes, mainly in technology and industrial
stocks.

Fixed income trading revenue increased,
as renewed concerns about stagflation due to
tariffs led investors to hedge aggressively and
change the types of bonds they held, and over
what periods.

Morgan Stanley’s total revenue rose to
$17.7bn in the first quarter, compared with
$15.1bn a year ago.

Wall Street’s investment banks face a
murky dealmaking climate, as trade tensions
rattle markets and delay transactions.

A rebound in Asia helped lift global M&A
volumes in the first quarter, but US activity
— a key revenue driver for firms like Morgan
Stanley — slumped 13% amid growing uncer-
tainty, according to Dealogic data.

“The volatility has an impact on strategic
activity. We had the largest pipeline in years
but that is taking longer to materialise. Com-
panies’ boards became more cautious,” Yes-
haya added.

The CFO said companies are not cancelling
deals, just delaying them. Morgan Stanley’s
investment banking revenue rose 8% from a
year ago, with higher advisory and fixed in-
come underwriting revenue. Equity under-
writing revenues fell as issuers and investors
considered market uncertainty.

Bankers and analysts warn the prolonged
trade war, disappointing IPO debuts and
weak follow-through on major deals could
dampen investor sentiment and advisory
pipelines in the second quarter.

Stable markets support deal activity by
giving buyers and sellers more confidence
around valuations, reducing execution risk
and encouraging companies to move ahead
with transactions.

Morgan Stanley ranked fourth globally in
investment banking fees in the first quarter,
according to Dealogic data.

The bank advised on several big transac-
tions in the quarter, including Walgreens’
$24bn take-private deal with Sycamore Part-
ners. It also served as lead underwriter for
Al cloud firm CoreWeave’s $1.5bn US initial
public offering.

Morgan Stanley’s Institutional Securities
business, which houses investment banking
and trading, reported revenue of $9bn com-
pared with $7bn a year earlier.

JPMorgan Chase also topped first-quarter
profit estimates, driven by record equities
trading and higher fees from debt underwrit-
ing and merger advisory.

Wells Fargo’s first-quarter profit rose 6%
as it collected more fees in wealth manage-
ment and investment banking, even though
its CEO warned of risks from US tariffs.

Traders add to bets on 2025 Fed cuts withrisk of emergency move

Bloomberg
New York

Traders boosted expectations for
the Federal Reserve to cut interest
rates this year — and raised the
spectre of a reduction before the
central bank’s next meeting — as
the US administration’s tariffs
ignite fears of a global recession.
Markets briefly priced in 125 basis
points of easing by year end,
equivalent to five quarter-point
moves, overnight interest-rate
swaps showed.

While traders later pared that
move back, the uptick has been
sharp; as of last week, just three
reductions were fully priced. Swaps
also show a chance of almost 40%
that the central bank lowers its
benchmark rate 25 basis points by
next week, well before the Fed’s
next scheduled policy decision on
May 7.

The rapid repricing reflects the fear
sweeping global markets, with US
President Donald Trump showing
little appetite to back down on
aggressive trade tariffs announced

last week. He told reporters on
Sunday evening to “forget markets
for a second.” The overarching
reaction has been a flight to safety.
At one point on Monday, the yield
on the US two-year bond, among
the most sensitive to monetary
policy, fell as much as 22 basis
points to 3.43%.

The move was partly erased
through the morning as the panic
started to subside.

“From our perspective, itis a
question of do we take some
profits or let it run,” said Daniel
Loughney, head of fixed income at
Mediolanum International Funds
Ltd. “Markets are structurally
intact, at the moment. We are
watching things very carefully and
if Trump maintains the mantra
then | suspect things will get
worse.”

Emergency interest-rate cuts are
highly unusual and last employed
by the Fed as the coronavirus
outbreak roiled markets in early
2020. Traders briefly anticipated
an inter-meeting cut in August
when stocks fell sharply amid an
unwind of the yen carry-trade, but

Traders Fully Price Five Fed Interest-Rate Cuts This Year

Money markets boost easing bets on recession risks amid stock rout

Source: Bloomberg

policymakers held firm. Late last
week, open interest in the April fed

funds futures soared, with volumes

Thursday ending at a record high.
At least one large block trade
stands to benefit from a potential
Fed policy move before the next

Bloomberg @

scheduled meeting, based on the
expiry date of the contract.
German bonds also rallied hard
Monday, sending the German
two-year yield down by as much
as 20 basis points to just above
1.60% — the lowest since October

2022 — before paring the move. In
recent days, JPMorgan Chase & Co
said it expects the US economy to
fall into a recession this year. Chief
Economist Michael Feroli sees the
Fed cutting in June, with moves at
each subsequent meeting through

January. The bank’s chief executive

officer Jamie Dimon weighed

in early Monday, urging a quick
resolution to the uncertainties
sparked by tariffs.

Economists at Goldman Sachs
Group Inc also changed their
forecasts last week, with three
reductions now the base case for
both the Federal Reserve and the
European Central Bank (ECB).
“The Federal Reserve may soon
not have a choice but to cut rates.
Tariffs raise the ugly sceptre of
inflation, true, but if growth turns
pear-shaped, the Fed will have

no choice but to prioritise the
economy,” says Ven Ram, macro
strategist at Bloomberg.
Governments around the world
are rushing to negotiate with

US officials to reduce the tariffs
imposed on their exports, leaving
markets in freefall as traders price

in the uncertainty of whether deals
can be struck.

Traders have also slashed rate-
cut bets for the ECB and Bank

of England on expectations
policymakers will have to act to
shield their economies. In both
cases, swaps now imply three
quarter-point cuts with almost a
50% chance of a fourth by year-
end. To be sure, Fed Chair Jerome
Powell made clear on Friday that
he would not rush to ease rates
even as turmoil erupts across
markets. In a speech, he stressed
that still-elevated inflation means
policymakers will need to act with
caution given the temporary price
boost from tariffs.

Wrightson ICAP economist Lou
Crandall said a chance of a cut

at or before the May 7 meeting
remains, in his view, below 50%,
suggesting policymakers would be
wary of triggering a further bout
of panic.

“A pre-emptive rate cut would only
be helpful if it bolstered business
confidence, and that might not be
the case if it were seen as a crisis
response,” he wrote in a note.



Singapore central bank is
expected to ease currency
settings on tariff risks

Bloomberg
Singapore

pected to ease monetary policy

settings further, days after US
President Donald Trump unleashed
the steepest tariffs in a century,
threatening to disrupt global trade
and sparking risk of retaliation.

All 14 economists in a Bloomberg
survey on Wednesday forecast the
Monetary Authority of Singapore,
which uses the exchange rate rather
than interest rates to stabilise pric-
es, will reduce the slope in the pol-
icy band of the Singapore dollar’s
nominal effective exchange rate, or
S$NEER, on Monday.

While the US dollar gained against
many Asian currencies in the wake
of Trump’s election victory in No-
vember, the picture has become
more nuanced in the past month. In-
vestors have been selling US assets in
response to higher-than-expected
tariffs while Singapore’s dollar has
gained about 2.9% against its Amer-
ican counterpart this year.

“The global outlook has deterio-
rated significantly,” said Khoon Goh,
head of Asia research at Australia &
New Zealand Banking Group who is
predicting a shift in the policy slope
to 0%. “With core inflation forecast
to stay well below its long-term av-
erage levels, the MAS is now firmly
focused on growth.”

Singapore, which was hit with a
10% tariff, got off relatively lightly
compared with China’s 145% rate,
but as an export-reliant economy
the city-state’s success rests on
the health of its trading partners.
Prime Minister Lawrence Wong has
warned that growth this year will
be “significantly impacted” and the

S ingapore’s central bank is ex-
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The Monetary Authority of Singapore headqurters in Singapore. The central bank is expected to ease monetary

-

policy settings further, days after US President Donald Trump unleashed the steepest tariffs in a century,
threatening to disrupt global trade and sparking risk of retaliation.

city-state could tip into a recession.

As a result, Citigroup Inc sees a
greater chance of “a more aggressive”
easing by the MAS on Monday, while
still sticking with its “measured” 50
basis-point slope reduction call.

Another option in the MAS’s
toolkit is to re-centre its policy
band downward, effectively allow-
ing the currency to depreciate. Bar-
clays Plc is among those who sees a
small probability of the MAS reduc-
ing the slope as well as re-centring
its policy band downward.

“The outlook for core inflation
looks benign. Growth was already
set to slow materially due to the

base effect after 2024’s rebound.
Global conditions now also favour
more easing, with hefty US tariffs
starting to upend trade flows and
fuel financial market turmoil,” says
Tamara Mast Henderson, econo-
mist at Bloomberg.

UBS AG estimates the drag on
economic growth from tariffs will be
greatest for Thailand and Singapore,
followed by Malaysia, Indonesia and
the Philippines. Citi’s Johanna Chua
cited OECD data to estimate almost
7% of Singapore’s GDP is driven by
US spending, the second-highest
among Southeast Asian countries, as
she pointed to downside risks to the

city-state’s outlook from America’s
new import taxes. That assessment
preceded Trump’s announcement
of a 90-day pause on higher tariffs,
while raising duties on China.

“Significant global retaliation
could mean further downside to
these sensitivities,” UBS econo-
mists wrote in a note on Monday,
predicting a “larger-than-usual”
slope reduction to a 0% stance. The
MAS eased in January for the first
time in five years, and the case to
support the economy has become
even stronger following Trump’s
tariff and the ensuing global mar-
ket ructions.
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Most emerging markets
stock indexes decline

Reuters
London

ost emerging mar-
kets stock indexes
were set for weekly

declines yesterday after as-
set classes were thrown into
disarray by wavering US trade
policies, while a tariff standoff
between China and Washing-
ton escalated.

Beijing increased its tar-
iffs on US imports to 125%
yesterday in response to US
President Donald Trump’s
decision to hike duties on Chi-
nese goods to 145%, raising
the stakes in a trade war that
threatens to upend global sup-
ply chains.

The offshore yuan slipped
0.1% and was last trading at
7.3 to the dollar — not far from
arecord low it hit earlier in the
week.

Analysts expect that growth
in the world’s second largest
economy could slow in the
first quarter, ramping up ex-
pectations of fresh stimulus.

Currencies such as the In-
dian rupee and South African
rand pared initial gains, while
the Hungarian forint and the
Polish zloty depreciated about
1% each against the euro.

Benchmark stock indexes
in India and South Africa also
cut gains, while Turkish stocks
slipped 0.4% and bourses in
Hungary and the Czech Re-
public fell over 1.7% each.

Chinese equity benchmarks
had closed higher by about
0.4% before Beijing’s retalia-
tion, aided by potential state
support. The gains of the heav-
yweight Chinese stocks helped
the broader MSCI EM stocks
index register a1.7% rise.

However, the MSCI index
was on track for losses for the
third straight week and faced
its steepest three-week drop
since August 2023. Trump’s
90-day pause on some US lev-
ies on world economies took

effect in mid-week as he said
that multiple countries were
looking to negotiate trade
deals with the US.

His fluctuating trade poli-
cies have stirred uncertainty
about global assets that saw
even traditional safe-haven
US Treasury bonds incur
sharp declines as investors
priced in the likelihood of a
global recession.

Analysts also suggested
that a weakening of the dol-
lar against the Swiss franc and
Japanese yen indicated dete-
riorating confidence in the US
economy.

Markets were watching for
any signs that global econo-
mies were successfully signing
new trade deals during the 90-
day pause issued by Trump.

“Nobody knows exactly
what the deals with the vari-
ous countries will look like,
how many countries are re-
ally willing to make a deal, and
within what period of the 90
days this will happen,” Com-
merzbank FX analyst Volkmar
Baur said in a note.

“This is not an environ-
ment in which I, as a business
decision-maker, would want
to plan my supply chains for
the future” Vietnam’s main
stock index closed 4.6%
higher and the dong inched
up 0.2%. A report said the
Southeast Asian country,
which is heavily dependent
on export income, is prepared
to crack down on Chinese
goods being shipped to the US
via its territory.

Taiwan was looking to ne-
gotiate an increase in energy
imports from the US, while
Brazil and Argentina were
among the latest looking to
engage in trade discussions
with Washington.

Investors were also moni-
toring developments around
the International Monetary
Fund’s discussions about a
fourth review of its $2.9bn
program with Sri Lanka.

China’s first-quarter GDP growth set to slow t0 5.1%

Reuters
Beijing

China’s economy likely slowed down in
the first quarter while 2025 growth is
expected to lag last year’s pace, a Reuters
poll showed, ramping up pressure for
more stimulus as surging US tariffs
threaten to deal a damaging blow to the
Asian giant.

The world’s second-largest economy,
which got off to a bumpy start this year,
is facing one of its biggest challenges

to its financial stability and growth as

US President Donald Trump ratchets up
tariffs on its goods to eye-watering levels.
Gross domestic product growth in the
first quarter is forecast at 5.1% year-
on-year, slowing from 5.4% in October-
December quarter, a Reuters poll of 57
economists showed on Friday.

Growth is likely to slow further to 4.5%

in 2025, compared with last year’s 5.0%

pace, according to the median forecast in
the poll, falling short of the official target
of around 5.0%.

Underscoring the testing times ahead
for business and consumers, economic
growth is expected to ease to 4.7% in
the second quarter, the poll showed. The
outlook darkens further in 2026 with
analysts forecasting an even slower rate
of growth of 4.2%.

“We see greater chance that domestic
stimulus would be brought forward.

We reckon that fiscal policies should
lead domestic demand expansion amid
external shocks,” Citi analysts said.

“The near-term focus could be on
acceleration of policy implementation,”
they added, tipping additional funding of
1.5tn yuan ($204.86bn) around mid-year.
Trump announced a 90-day tariff pause
on dozens of countries after his rapid-
fire duties rocked financial markets, but
ratcheted up tariffs on Chinese imports,
raising them to an effective rate of 145%.

China has hit back by hiking tariffs on

US goods with each increase announced
by Trump, raising fears that Beijing may
further jack up tariffs above the current
84% in a tit-for-tat trade war that has
markets worried about a prolonged trade
war between the world’s two biggest
economies.

The trade spat with the US comes as
Chinese policymakers have struggled to
revitalise the economy after the Covid-19
slump, as domestic demand remains
sluggish due to weak confidence in the
face of a years-long property market crisis
and renewed deflationary pressure.
Recent data have pointed to an uneven
recovery.

A nascent pick-up in retail sales and
robust expansion in factory activity have
been offset by rising unemployment.
China’s consumer prices fell for the
second straight month in March while
factory-gate deflation worsened, as the
escalating US trade war heightened

worries about mounting piles of unsold
exports that could drive domestic prices
even lower.

China has set an ambitious 2025 growth
target of “around 5%”, though analysts
believe it may be increasingly difficult to
achieve in the face of hefty US tariffs.
Last week, global ratings agency Fitch
downgraded China’s sovereign credit
rating, citing rapidly rising government
debt and risks to public finances,
suggesting a tricky balancing act

for policymakers seeking to expand
consumption to guard against a trade
downturn.

On a quarterly basis, the economy is
forecast to have expanded 1.4% in the first
quarter, slowing from 1.6% in October-
December, the poll showed.

The government is due to release first
quarter GDP data, along with March
activity data, at 0200 GMT on April 16.

In March, China unveiled fiscal measures,
including a rise in its annual budget deficit.

Officials have flagged more fiscal and
monetary stimulus to cope with rising
headwinds.

The Politburo, a top decision-making body
of the ruling Communist Party, is expected
to hold a meeting later this month to set its
policy agenda for the coming months.
The People’s Bank of China (PBoC) has
repeatedly pledged to cut banks’ reserve
requirement ratio (RRR) and interest rates
at an appropriate time. Analysts polled by
Reuters expected the central bank to cut
the RRR by at least 25 basis points (bps) in
the second quarter, following a 50-basis
point cut in September.

The PBoC is expected to cut the one-year
loan prime rate (LPR), the benchmark
lending rate, by 15 basis points in the
second quarter.

Consumer inflation will likely pick up to
0.4% in 2025 from 0.2% in 2024 — well
below the government’s target of around
2%, and rise further to 1.0% in 2026, the
poll showed.

AT YOUR @ SERVICE

~no S

BUS RENTAL / HIRE

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

THOUSANDS TRANSPORT 0/67 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 - 13/22/26/36/36 Seater Bus With & Without Driver.
Tel: 44513283 Moh: 30777432 / 55899097. Email: info@travellertransport.com

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

AT YOUR
SERVIGE

DAILY FOR
THREE MONTHS

CARGO SERVICES

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@goodwillcargogatar.com

CAR HIRE

N -

AL MUFTAH RENT-A-CAR Main office D-Ring Rd. T: 4463 4444, 4401 0700
Airprt 463 4433, Al hor 411 3344 Leasing 3589 1334, Em: reservations@rentacardofa com. wwwirentacardofa 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 Nast Holding Co. Building, Bldg. 84, St. 820, Zone 40
T. 4466 7744 F: 4465 7626 Airport T; 4010 8887 Em:avis@qatar.net.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

E W CLEANING

CAPITAL CLEANING CO. W.L.L. Alltype of Cleaning Services-Reasonable Rates
T 445682257, 44582546 F: 44582529 M: 33189899 Em: capitalcleaningwll@gmail.com

1S0/HACCP CONSULTANTS

QATAR DESIGN CONSORTIUM - 150 30t 14001, 45001, 3900, 27001, 2301, 001, .
T 44191777 F: 4443 3873 M: 5540 6516 .................Em: jenson@qdcqatar.net

ONTROL & CLEANING

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

DOHA PEST CONTROL & CLEANING C0. W.LL
T: 4470 9777.. M: 5551 3862, 5551 4709..F: 4436 0838...Em: sales@dohapest.com

Updated on 15t & 16"

of Every Month

REAL ESTATE

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

TRANSLATION SERVICES

‘\‘ i
ASIA TRANSLATION SERVICES www.asiatranslationcenter.com
Sofitel Complex, 1st Floor...T: 44364355, 4029 1307, 44440943 Em:asiatranslation@gmail.com
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China hits back at Trump tariff hike, US stands its ground

Reuters
Beijing/Washington

Beijing increased its tariffs on US imports
to 125% yesterday, hitting back against US
President Donald Trump’s decision to hike
duties on Chinese goods and raising the
stakes in a trade war that threatens to up-
end global supply chains.

China’s retaliation intensified the economic
turmoil unleashed by Trump’s tariffs, which
has seen markets tumbling and foreign
leaders puzzling how to respond to the
biggest disruption to the world trade order
in decades.

US markets opened lower on Friday. The
Dow Jones Industrial Average fell 100.2
points at the open, while the S&P 500 fell
12.5 points at the bell.

“Recession risk is much, much higher

now than it was a couple weeks ago,” said
Adam Hetts, global head of multi-asset at
Janus Henderson.

The US administration was sticking to its
guns on Friday, touting its discussions

with a number of countries on new trade
deals which it says will justify its dramatic
upheaval in policy.

“We are doing really well on our TARIFF

POLICY. Very exciting for America, and the
World!!! It is moving along quickly,” Trump
posted on social media yesterday.
However, the tit-for-tat tariff increases by
the US and China stand to make goods
trade between the world’s two largest
economies impossible, analysts say. That
commerce was worth more than $650bn
in 2024.

Global stocks fell, the dollar slid and a
sell-off in US government bonds picked up
pace on Friday, reigniting fears of fragility
in the world’s biggest bond market. Gold, a
safe haven for investors in times of crisis,
scaled a record high.

While announcing a 90-day tariff pause
on dozens of countries earlier this week,
Trump ratcheted up tariffs on Chinese
imports, raising them effectively to 145%.
China hit back with its own new tariffs
yesterday, with the finance ministry saying
Trump’s new tariffs were “completely
unilateral bullying and coercion.” Beijing
indicated that this would be the last time
it matched the US, should Trump take

his duties any higher. But it left the door
open for Beijing to turn to other types of
retaliation.

“If the US truly wants to have talks, it
should stop its capricious and destructive

behavior,” Liu Pengyu, spokesperson for
the Chinese embassy in the US, wrote on
social media yesterday. “For the welfare of
the Chinese and the people of the world,
for the fairness and justice of the global
order, China will never bow to maximum
pressure of the US” UBS analysts in a note
called China’s declaration that it would not
retaliate any further with tariff increases
“an acknowledgement that trade between
the two countries has essentially been
completely severed.”

US Trade Representative Jamieson Greer
said he was not surprised by China’s latest
countermeasures, but they were “certainly
unfortunate.” Trump had told reporters

at the White House on Thursday that he
thought the US could make a deal with
China and said he respected Chinese
President Xi Jinping. Xi, in his first public
remarks on Trump’s tariffs, told Spanish
Prime Minister Pedro Sanchez during

a meeting in Beijing that China and the
European Union should “jointly oppose
unilateral acts of bullying,” in a clear swipe
at Trump’s tariff policies.

China has signed two agricultural trade
protocols with Spain covering pork and
cherries as it looks to mend its strained
relationship with the EU, the last open

major market for its products.

The Trump administration has shrugged
off the market turmoil, saying striking
deals with other countries would bring
certainty.

US trade official Greer said that he

will speak to his Israeli and Taiwanese
counterparts on Friday about tariffs

after holding a long discussion with the
Vietnamese earlier.

“I have a full dance card,” Greer said in an
interview with Fox News.

“There are pieces of paper going back
and forth as countries come in and make
suggestions about what they can do

to have more reciprocal trade with us,”
he said. “We’re looking at those, we're
reviewing those, we’re communicating
with them and giving them ideas.”
Meanwhile, India and the US have finalised
terms of reference for talks over the first
segment of a bilateral trade deal, an Indian
trade official said. And Japanese Prime
Minister Shigeru Ishiba has set up a trade
task force that hopes to visit Washington
next week. Vietnam is prepared to crack
down on Chinese goods being shipped
to the US via its territory in the hope

of avoiding tariffs, Reuters exclusively
reported.

But all this has done little to soothe
business leaders’ worries about the fallout
from Trump’s trade war and its chaotic
implementation: soaring costs, falling
orders and snarled supply chains.

For European businesses in particular, a
stronger euro automatically makes them
less competitive in the global market.

The euro extended its rise yesterday,
reaching its highest in over three years
versus the dollar.

Trump’s decision for a 90-day suspension
on tariffs gave room for only a “fragile
pause,” French President Emmanuel
Macron said on X, partly because “this 90-
day pause means 90 days of uncertainty
for all our businesses, on both sides of the
Atlantic and beyond.” EU finance ministers
brainstormed on Friday how to use the
pause to get a trade deal with Washington,
while the bloc’s trade commissioner, Maros
Sefcovic, will hold talks with US officials on
Monday in Washington.

Looking ahead, how tariff chaos will
change policymakers’ thinking on rate
cuts will be the focus when the European
Central Bank meets next week.

Corporate earnings reports also pick up
steam in the coming days, with markets
expecting profit warnings.

Tariffs angst sinks consumer
sentiment in US, boosts

Reuters
Washington

S consumer sentiment de-
l | teriorated sharply in April
and 12-month inflation ex-
pectations surged to the highest
level since 1981 amid unease over
escalating trade tensions that have
roiled financial markets and raised
the risk of arecession.

The University of Michigan Sur-
veys of Consumers said yesterday
that the slump in sentiment to the
lowest level in nearly three years
was “pervasive and unanimous”
across age, income, education, geo-
graphic region and political party
affiliation.

The jump in inflation expecta-
tions poses a dilemma for Federal
Reserve officials, who have argued
they remain anchored. President
Donald Trump this week ratcheted
up trade tensions, hiking duties on
Chinese goods to 125%, even as he
delayed reciprocal tariffs on other
trade partners for 90 days.

Beijing on Friday retaliated with
a 125% tariff of its own. Trump has
maintained a 10% blanket duty on
almost all U.S. imports as well as a
25% tariff on motor vehicles, steel
and aluminium, leaving businesses
and consumers bracing for a burst
in inflation.

“Consumers have spiralled from
anxious to petrified,” said Samuel
Tombs, chief US economist at Pan-
theon Macroeconomics.

The Consumer Sentiment In-
dex dropped to 50.8 this month,
the lowest reading since June 2022,
from a final reading of 57.0 in March.
Economists polled by Reuters had
forecast the index falling to 54.5.

The decline in sentiment was
more pronounced among Demo-
crats and Independents. Morale was
also down among Republicans.

The survey was concluded on
April 8, before Trump’s latest moves
on import duties. Apart from caus-
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Shoppers in Little Rock, Arkansas. US conumer sentiment deteriorated sharply in April and

Paila S L
12-month inflation

expectations surged to the highest level since 1981 amid unease over escalating trade tensions that have roiled
financial markets and raised the risk of a recession.

ing apprehension about inflation,
the White House’s tariffs cam-
paign has wiped out billions of dol-
lars from retirement accounts and
heightened uncertainty for busi-
nesses, which could hurt the labour
market.

The survey showed the share of
consumers expecting unemploy-
ment to rise in the year ahead in-
creased for the fifth straight month
to the highest level since 2009,
when the economy was in the midst
of the Great Recession.

“This lack of labour market con-
fidence lies in sharp contrast to
the past several years, when robust
spending was supported primarily
by strong labour markets and in-
comes,” said Surveys of Consumers
Director Joanne Hsu.

Consumers’ 12-month inflation
expectations soared to 6.7%, the
highest reading since 1981, from
5.0% in March. The jump, which

marked four straight months of in-
creases of 0.5 percentage points or
more, was across party affiliation.

Over the next five years, consum-
ers saw inflation running at 4.4%.
That was the highest level since
June 1991 and was up from 4.1% in
March.

The persistent rise in inflation
expectations could be problematic
for US central bank officials.

Some economists expect the Fed
to delay resuming cutting inter-
est rates until later this year after
pausing its easing cycle in January.
Financial markets expect a rate cut
in June.

“The rise in long-term infla-
tion expectations should catch the
Fed’s attention,” said Ryan Sweet,
chief US economist at Oxford
Economics. “Keeping inflation
expectations anchored is criti-
cal for the Fed and one reason we
don’t anticipate the central bank

cutting interest rates until De-
cember” Stocks on Wall Street
rose in volatile trade. The dollar
slumped to a decade low against
the Swiss franc and was the weak-
est versus the euro in three years.
The yield on the benchmark US
10-year Treasury rose and was on
track to post the biggest weekly
increase in more than 23 years.
Other data from the Labor De-
partment’s Bureau of Labor Sta-
tistics yesterday showed the pro-
ducer price index for final demand
dropped 0.4% in March, the first
decline since October 2023, after an
upwardly revised 0.1% gain in Feb-
ruary. The data has, however, been
superseded by the trade wars.
Economists had forecast the PPI
rising 0.2% after a previously re-
ported unchanged reading in Feb-
ruary. In the 12 months through
March, the PPI increased 2.7% after
advancing 3.2% in February.

BP warns of rising debt
amid lower output
and weak gas trading

Bloomberg
London

P Plc said debts mount-
Bed in the first quarter,

yet another setback
for the UK energy major as it
struggles to turn its finances
around.

Net debt climbed about
$4bn from the prior quarter,
BP said yesterday, citing an
increase in working capital.

It also reported lower up-
stream production and weak
gas trading — disappointing
for a company pivoting back
toward its core fossil-fuel
business.

The guidance comes just a
few months after BP unveiled
plans to refocus on oil and gas
and spend less on clean energy
amid pressure from activist
investor Elliott Investment
Management. Since the end
of the quarter, turnaround ef-
forts have come under further
strain with the oil market up-
ended by US President Don-
ald Trump’s aggressive trade
policy and Opec+’s move to
unleash supply.

BP has fared worse than
most peers, its stock tumbling
more than 20% since Trump
announced new tariffs April
2. Oil’s sharp plunge to about
$63 a barrel in London puts
it in a tough position to bring
down borrowings and main-
tain shareholder returns.

“Given its higher leverage
position than peers, we’ve had
more questions on what price
BP can sustain its current buy-
back at than any other com-
pany,” Biraj Borkhataria, an
analyst at RBC Europe, wrote
in a note before yesterday’s
release.

BP saw “slightly higher”
volumes in oil production and
operations in the first quar-
ter, but lower output in gas
and low-carbon energy, the
company said in a statement.
Its large but opaque trading
business, which at times helps

the company ride out mar-
ket weakness, failed to come
to the rescue, with a “weak”
contribution from gas and
“average” for oil.

The working-capital build
is “largely expected to re-
verse’, BP said, citing “sea-
sonal inventory effects, timing
of payments including annual
bonus payments and pay-
ments related to low-carbon
assets held for sale.”

The company reported net
debt of $23bn at the end of
the fourth quarter, when it
also posted a 60% decline in
earnings. Its ratio of net-debt
to equity was about 40%, far
higher than for Shell Plc, To-
talEnergies SE, Chevron Corp

and Exxon Mobil Corp.
Shortly afterward, Chief
Executive Officer Murray

Auchincloss announced his
strategy “reset”.

The shift entails the divest-
ment of $20bn of assets by
the end of 2027 to alleviate a
stretched balance sheet that’s
seen BP trim buybacks even as
most peers are locking in in-
vestor returns.

Turbulence at the company
has led to changes at the very
top, with the firm announc-
ing a week ago that Chairman
Helge Lund will step down “in
due course” Lund had been
seen tobein a vulnerable posi-
tion since Bloomberg reported
that Elliott had built up a 5%
stake with the aim of pushing
for change.

BP is scheduled to publish
first-quarter results April 29.
Its guidance comes four days
after rival Shell announced
its own preliminary figures
for the period. Shell signalled
a strong start to the year for
oil trading, while gas trading
and optimisation results are
expected to be in line with the
final quarter of 2024.

BP said its lower gas pro-
duction partly reflected di-
vestments in Egypt and
Trinidad that were completed
towards the end of last year.

US firms are losing their appeal among Europe’s credit investors

Bloomberg
New York

European credit investors are
dialling back exposure to the US
to recession proof their portfolios
as President Donald Trump’s
unpredictable tariff policy clouds
the outlook for the world’s biggest
economy.

With the risk of a US recession

and inflation expectations both
remaining elevated, European
fixed-income fund managers

say they are buying more local
European businesses.

They are steering clear of autos,
where exposure to American trade
and consumer demand is high, and
instead retreating into industries
such as telecoms, services and
utilities that are more domestically-
focused and insulated from trade
turmoil.

The caution comes in the wake

of dramatic market moves after
Trump announced a hefty tariff
regime and then suspended

it on Wednesday. While that

de-escalated a global trade war,
both the US and China have since
upped levies on each other, and
the increasingly unpredictable
environment is now leading
investors to steer clear of the US
market.

“The automotive sector is a big
sector in European high yield
which is exposed to the US and
tariffs, and on the other hand there
are sectors such as the stronger
telecoms names and consumer-
oriented firms that would be
insulated to the US economy,”
said Prashant Agarwal, a portfolio
manager at Swiss money manager
Pictet Asset Management. He
said he would still look to rotate
into riskier bonds “at the right
moment.”

Moves in the credit market show
he is not alone. US companies

are the worst performers among
big countries represented in

a Bloomberg index of euro-
denominated junk credit, down
1.9% year-to-date on a total return
basis. That’s underperforming the
near 1% fall for the broader index.

US Companies are Leading the Losses in Euro Junk Credit

By contrast, French firms are up
0.5%, while British and German
companies — that export heavily to
the US — are also suffering.

The moves mirror trends in other
assets: US Treasuries are on track
for their worst weekly selloff in
decades compared with German
bonds, while Bank of America

Bloomberg

Corp is recommending investors
short S&P 500 stocks as US
exceptionalism turns into “US
repudiation.”

The macro backdrop in Europe also
appears comparatively benign,
with the potential for further
monetary easing. Governments
are ramping up fiscal stimulus

via defence and infrastructure
investment programs that could
buoy domestic demand.

“The inflation situation in Europe
is a bit less dire, so you could have
some form of monetary stimulus.
On top of that, you also have fiscal
stimulus through defence,” said
Raphael Thuin, head of capital
market strategies at Tikehau
Capital. “But we are not getting too
excited because it is a complicated
situation.”

That view is echoed by Deutsche
Bank AG strategists led by Steve
Caprio, who argued in a note that
stronger future German growth,
fiscal stimulus and a plausible path
for short-term interest-rate cuts
could allow European spreads

to trade tighter than in the US.
However, they cautioned that there
is “no way” Europe can decouple
from the US in a world of high tariff
barriers, weaker US growth and a
likely stronger euro.

Indeed, while European investors
may find pockets of protection,
the transatlantic linkages run deep
— particularly in the high-yield

universe, where more than 10% of
bonds are issued by US companies
and many more have significant US
operations.

“As our economist forecasts, the
US economy is definitely growing
slower than Europe, it could be

in recession where Europe may
just about avoid one,” said Pictet’s
Agarwal.

Some investors see structural
reasons for Europe to hold up
better this time around. Man Group
Plc notes that Europe’s junk bond
market has a higher overall credit
quality, with riskier Triple C-rated
bonds making up just 6.5% of the
index compared to 11% in the US.
“Investors in Europe — where
factors such as sluggish growth,
energy supply issues and
proximity to the Russia/Ukraine
conflict have been widely
signposted — have demanded a
sufficient risk premium to support
these companies,” Man Group
wrote. “That’s why Europe has
been a much happier and more
dispersed hunting ground for
opportunities.”
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