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A woman rides past the headquarters of the People's Bank of China, the
Chinese central bank, in Beijing.

REUTERS, London
After six years of quantitative easing,
prepare for quantitative tightening,
Faith in the power of "quantitative
easing”" has prompted central banks,
led by the US Federal Reserve, to pump
trillions of dollars of stimulus into the
global financial system to cushion the
impact of the 2007-08 market crisis and

recession.
This supply of liquidity continues to

ing market central banks may have sold
up to $200 billion of FX reserves this
month alone, of which $100-$150 bil-
lion likely came from China.

"The potential for more China
outflows is huge," said George
Saravelos, currency analyst at
Deutsche Bank in London. "The bot-
tom line is that markets may fear QT
has much more to go."

China is by far the world's biggest
holder of FX reserves, most of which

holds $1.27 trillion of US bills and
bonds, but analysts agree it is substan-
tially more than that.

China and emerging markets led
the build up in global FX reserves
following the 1997 Asian crisis to a
peak of $12 trillion last year. This
shielded them from the 2007-09
global crisis, and looks like it is once
again being deployed.

"China selling long Treasuries??22"
Bill Gross, the widely followed bond
fund manager at Janus Capital, said on
Twitter during Wednesday's selloff in
LIS Treasuries.

The implications of China and
others selling off their Treasury hold-
ings are potentially huge.

In isolation, a reserves drop the
equivalent to 1 percent of US GDP
(around $178 billion) would lead to a
rise of 15-35 basis points in the 10-
year US Treasury yield, Citi said, citing
arange of academic studies.

Yang Zhao, Chief China Economist
at Nomura, estimates that the People's
Bank of China sold close to $100
billion of FX reserves in July, and again
in August.

"Our calculation for capital out-
flow for July is $90 billion. But during
July the exchange rate was unchanged,
suggesting the PBOC sold a lot of FX ...
close to $100 billion," Yang said in a
briefing with journalists last week.

"After a 3 percent depreciation the
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A Rouf Chowdhury, chairman of Bank Asia, attends at the semi-annual business review meeting for the bank's

Chittagong region operations at Bank Asia Bhaban in Agrabad, Chittagong yesterday. AM Nurul Islam, vice chair-
man; Rumee A Hossain, chairman of board executive committee; Mohammed Lakiotullah, chairman of board audit
committee; M Shahjahan Bhuiyan, director; and Md Mehmood Husain, managing director, were also present.

US clears Microsoft
of patent
infringement

REUTERS, New York

Microsoft Corp avoided a
potentially costly setback to
its mobile phone business
on Friday as the US
International Trade
Commission declined to

block the import of its
devices in a longstanding

Myanmar approves first-ever
national minimum wage

AFP, Yangon
Myanmar's government has approved the
country's first-ever national minimum
wage, state media reported on Saturday,
after months of bitter negotiations with
labour groups and employers.

The wage has been set at 3,600 kyat

($2.80) "for a standard eight-hour work
day” and takes effect from Tuesday, said

under the quasi-civilian government that
has also seen a growth in foreign invest-
ment, with big brands looking to move
into the nation after most international
sanctions were dropped.

But even the low sum reached had been
vehemently opposed by some employers
who claim that low worker productivity in
Myanmar meant they could not afford to
pay more.

flow. The European Central Bank has is in dollar-denominated assets like PBOC tried to defend the renminbi patent dispute, the state-run Global New Light of Pressure to adopt a fair minimum
taken the baton from the Fed and is US Treasury bills and bonds. At the and they started to intervene very The decision rejected a Myanmar newspaper. wage has also come from outside with a
leading the way with its 1 trillion euro end of June it had $3.69 trillion com- aggressively. So I would say in August ruling in April by a US It will apply to workers "across all sec- number of Western manufacturers

($1.1 trillion) bond-buying
programme that will run through
September next year, The Bank of Japan
is also buying large quantities of bonds.

But a counter flow - call it "quantita-
tive tightening" - is gathering force as
China sells foreign exchange reserves to
protect its economy and markets from
the recent surge of capital out of the
country. Other emerging markets are
following suit.

Analysts at Citi estimate that global
FX reserves have been depleted at an
average pace of $59 billion a month in
the past year or so, and closer to $100
billion over the last few months. A source
at another large global bank said emerg-

pared with around $150 billion at
the turn of the millennium.

But that has fallen steadily from a
peak of almost $4 trillion a year ago.
Some of that is down to exchange rate
fluctuations as the dollar has risen, but
an increasingly important driver
recently is outright selling.

It's difficult to know with certainty
how much and which assets specifi-
cally China has sold, because the
currency and asset composition of its
reserves is not disclosed.

Using International Monetary
Fund currency reserves data as a proxy;,
around two thirds will be in dollars.
US Treasury data show that China

it would (also) be very close to $100
billion."

Plunging commodity prices and
fears over growth prospects, particu-
larly in China, have sparked a rush for
the emerging market exits. Figures
from CrossBorder Capital, a research
and money management firm in
London, suggests capital flight from
emerging markets in the past year is
almost $1 trillion, of which more than
$750 billion has come out of China.

This has forced many emerging
market central banks to dip into their
reserves to manage the fall in their
currencies and stop it from turning
into an even more savage rout.

trade judge who found that
Microsoft had infringed
two InterDigital Inc wire-
less patents, and recom-
mended an import ban.

The commission's action
is good news for Microsoft,
which has been struggling
to compete with Apple Inc
and Samsung Electronics Co
Ltd devices. The Redmond,
Washington-based company
has captured just 3 percent
of the smartphone market
in the United States and
globally, according to recent
estimates.

tors and industries” but small businesses
employing less than 15 people will be
excluded, it added.

Myanmar has seen a wave of protests for
better pay and conditions, particularly
among workers in the growing garment
sector, after decades of direct junta rule
came to anend in 2011.

The decision on the wage, announced
by the National Minimum Wage
Committee on Friday, follows several
rounds of talks between the government,
labour groups, employers and workers
since a law approving its introduction was
passed in 2013.

It comes as part of the plethora of politi-
cal and economic reforms introduced

arguing that poor pay was counterpro-
ductive.

In Myanmar employees had previously
been demanding a minimum of 4,000
kyat ($3.10) a day with protests over wages
outside factories in recent months seeing
several labourers arrested in the ensuing
police crackdowns.

In neighbouring Thailand, where an
estimated two million Myanmar nationals
form part of a vast migrant labour force,
the national minimum wage is set at 300
baht ($8) per day.

But rights groups say Myanmar
migrants are often paid less than this
amount, working in poor conditions and
subject to exploitation.
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