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China's yuan takes leap toward
joining IMF currency basket

REUTERS, Washington

China's yuan moved closer to joining other top
global currencies in the International Monetary
Fund's benchmark foreign exchange basket on
Friday after Fund statf and IMF chief Christine
Lagarde gave the move the thumbs up.

The recommendation paves the way for the
Fund's executive board, which has the final say,
to place the yuan on a par with the US dollar,
Japanese yen, British pound and euro at a meet-
ing scheduled for Nov. 30.

Joining the Special Drawing Rights (SDR)
basket would be a victory for Beijing, which has
campaigned hard for the move, and could
increase demand for the yuan among reserve
managers as well as marking a symbolic coming
of age for the world's second-largest economy.

Staff had found the yuan, also known as the
renminbi (RMB), met the criteria of being
“freely usable,” or widely used for international
transactions and widely traded in major foreign
exchange markets, Lagarde said.

I support the staff's findings," she said in a
statement immediately welcomed by China's
central bank, which said it hoped the international
community would also back the yuan's inclusion.

Staff also gave the green light to Beijing's
efforts to address operational issues identified in
areport in July, Lagarde said.

The executive board, which represents the
Fund's 188 members, is seen as unlikely to go
against a staff recommendation and countries
including France and Britain have already
pledged their support for the change. This would
take effect in October 2016, during China's
leadership of the Group of 20 bloc of advanced
and emerging economies.

China has rolled out a flurry of reforms
recently to liberalize its markets and also help
the yuan meet the IMF's checklist, including
scrapping a ceiling on deposit rates, issuing
three-month Treasury bills weekly and improv-
ing the transparency of Chinese data.

Economists said with the yuan's inclusion in
the IMF basket as a reserve currency now looking
like a formality, China should step up efforts to
build trust between global investors and its
policy makers.

China's heavy-handed intervention to stem a
stock market rout over the summer, and an
unexpected devaluation of the yuan in August,
had raised some doubts about Beijing's commit-
ment to reforms.

Singapore-based Commerzbank economist
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IMF Managing Director Christine Lagarde along with finance heads sits together ahead of the
opening of an Islamic finance conference, in Kuwait on Wednesday.

Zhou Hao said China needs to further accelerate
domestic reforms and improve policy transpar-
ency.

"The PBOC should reduce the frequency of
market intervention, allowing market forces to
really play a critical role."

The United States, the Fund's biggest share-
holder, has said it would back the yuan's inclu-
sion if it met the IMF's criteria, a U.S. Treasury
spokesperson said, adding: "We will review the
IMF's paper in that light."

If the yuan's addition wins 70 percent or
more of IMF board votes, it will be the first time
the number of currencies in the SDR basket -
which determines the composition of loans
made to countries such as Greece - has been
expanded.

"I would say that the likelihood of China’s yuan
joining the IMF currency basket this year is very
high,” said Hong Kong-based Shen Jianguang,
chiefeconomist at Mizuho Securities Asia.

"The only thing that could deter this is if the
U.S. led a group rejecting the yuan's inclusion,
which could complicate things. But the United
States' current official stance doesn't reflect such
an attitude, " he said.

Some currency analysts say making the yuan

the fifth currency in the basket could eventually
lead to global demand for the currency worth
more than $500 billion.

But China's extensive capital controls mean it
would take a while before the yuan rivals the
dollar's dominant role in international trade
and finance, analysts say.

Its closed capital account still limits foreign-
ers from buying yuan-denominated assets and
places caps on how much cash residents can take
out of the country. These restrictions, along with
concerns that the yuan is set to come under
steady depreciation pressure, may cause
corporates to back off from holding yuan.

Nonetheless, the People’s Bank of China said
the IMF statement was an acknowledgment of
the progress China had made in reforms and
opening up its economy.

“The inclusion of the RMB in the SDR basket
would increase the representativeness and
attractiveness of the SDR, and help improve the
current international monetary system, which
would benefit both China and the rest of the
world," the PBOC said in a statement.

China would respect the board's decision and
continue to deepen economic reforms, the
PBOC said.

Apple and banks spoil for
electronic-payment fight

ANTONY CURRIE

Apple and some of America's largest banks
are spoiling for an electronic-payments
fight. Capital One, [PMorgan, US Bancorp
and Wells Fargo are among those in talks to
let customers send money over the iPhone
maker's network. All are playing catch-up
with the likes of PayPal and Facebook. But
the joint effort with Apple Pay portends an
intense battle over money flows.

US banks should probably be embar-
rassed about not already operating so-called
person-to-person payment systems. Brits
can shoot money to each other within a day,
regardless of where they bank. Americans
can do it that quickly only if they share a
bank. Otherwise, it takes a couple of days -
and often carries a fee.

That's why Venmo, an app owned by
PayPal, is so popular. It requires users to
create a link with their bank and credit cards
but still handled $2.1 billion of mobile
payments in the three months to
September, a threefold increase over the
year before. Venmo accounted for 19 per-
cent of all such transactions last vyear,
according to research outfit Aite.

Mobile payments aren't the main prize,
though, Neither Venmo nor Facebook
charges people who receive them or those
who send them from bank accounts rather
than credit cards. The system that the banks
are developing with Apple Pay will probably
follow suit.

The ultimate objective is to control as
much of an individual's spending as possi-
ble, Venmo customers will soon be able to
pay for goods and services over PayPal's
network, including in stores. That could
bring in big bucks. Apple Pay and Samsung
Pay were designed initially for in-store use.

The key to winning more business and
increasing revenue is to offer a payment
service that works the same way on mobile
devices and computers as it does in shops.
In addition to creating economies of scale, it
would also provide a wealth of data retailers
could use in targeting rewards to customers.

JPMorgan is already on course to do just
that with Chase Pay, which launches fully
next year. Banks may be late to the game, but
they have the means to become powerful
players.

The author is a Reuters Breakingviews columnist.

Record oil glut stands at 3b barrels

BBC NEwS

A record glut of oil is set to continue into
next year and maintain pressure on prices,
the International Energy Agency said on
Friday. Stockpiles stand at a record three
billion, the IEA said in its monthly report.

The report has added to falls on
European stock markets, with the FTSE 100
shedding close to 1 percent on Friday.

Frankfurt and Paris also declined follow-
ing sharp falls in Asian stock markets, with
Hong Kongsliding 2.2 percent.

Investors also reacted to disappointing
eurozone growth figures and a slump in
commodity prices on the back of weaker
demand from China.

Other factors affecting confidence
include fears that the Federal Reserve will
raise interest rates next month and poor
corporate results from heavyweights includ-
ing Rolls-Royce and E.On this week.

The FISE 100 was down 0.98 percent at
close of trading after closing down 1.9 percent

on Thursday, while Frankfurt's Dax fell 0.7
percentand the Cac in Paris shed 1 percent.

There were no risers on the French mar-
ket, with aerospace and defence company
Safran topping the fallers with a near 6
percentslide.

Craig Erlam, senior market analyst at
Oanda trading group, said: "The market was
primed for some form of correction follow-
ing a good five weeks for investors.”

Growth in the 19-nation eurozone
slowed to 0.3 percent in the third quarter,
official figures indicated on Friday, with
Germany slowing as France returned to
expansion.

"Slower eurozone GDP growth... will
intensify already strong belief that the ECB
will deliver more stimulus at its December
policy meeting," said Howard Archer, chief
European economist at IHS Global Insight.

Qil prices have more than halved in the
past 18 months as US shale oil output and a
refusal by nations in the OPEC cartel to cut
production added to oversupply.

TTIP trade talks: Germany urges

US to let MPs see texts

(ECI), which the European
Commission must now examine,

BBC NEws

The German government has urged
American authorities to give
German MPs access to key docu-
ments in the EU-US trade negotia-
tions known as TTIP,

The request came amid wide-
spread opposition to the confiden-
tial talks, which are aimed at creat-
ing the world's biggest free trade
zone.

Some German government
officials, but not MPs, can read
documents that reveal the EUI and
US negotiating positions, at the US
embassy in Berlin.

Less sensitive TTIP texts are
online. TTIP stands for
Transatlantic Trade and Investment
Partnership. EU and US officials
hope to complete the wide-ranging
talks next year.

Opponents say it is undemo-
cratic, favours big corporations and
threatens consumer and worker
rights.

An online campaign called Stop
TTIP has collected more than three
million signatures and handed over

The Commission and many
politicians argue that a TTIP deal
would bring major benefits for the
US and Europe, creating new jobs
and business opportunities.

A study by the Centre for
Economic Policy Research (CEPR)
estimated the potential gains for
the EU as up to €119 billion a year
and €95 billion for the US.

National politicians in Europe
have no automatic right to read the
TTIP consolidated texts, which
reveal both sides’ negotiating posi-
tions.

US Congress members can,
however, read those documents, as
can European Parliament members
(MEPs) in a high-security room.

At the US embassy, German
government officials have to leave
their mobile phones outside the
reading room and cannot copy the
TTIP texts in there.

The EU Commission and US
have "now agreed to give German
MPs access to the consolidated
texts”, the German Economy and

BBC NEWS

Tens of thousands rallied against TTIP in Berlin last month.

Earlier the German ambassador
to Washington had urged US Trade
Representative Michael Froman to
grant such access.

A European Commission trade
spokesman told the BBC that such
access for national parliamentari-
ans "is one of the issues that need to
besolved".

“The Americans will have to

fident that a solution... can be
found very soon.

"All EU governments have full
access to all TTIP documents,"
spokesman Daniel Rosario added.

On: Thursday the: 'EU
Commission also gave the US a
plan for new investment courts to
arbitrate in trade disputes. It says

the new courts should be transpar-

a European Citizens' Initiative EnergyMinistrytold the BBC. agree to our approach - we are con- entand include an appeals process.
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stoke growth fears

LIS retail sales rose less than expected in October as car
sales fell, stoking fears that consumer spending could
hit economic growth in the fourth quarter.

The Commerce Department said that retail sales rose
0.1 percent last month, after no change in September,
and by 1.7 percent compared with October 2014.

Economists had forecast a rise of 0.3 percent for
October. There was a surprise 0.5 percent fall in sales
at car dealerships, after a 1.4 percent increase in

Robust vehicle sales have underpinned overall
growth in retail sales for the past two years.

Jennifer Lee, a senior economist at BMO Capital
Markets, said: "This is a not a great start to the fourth
quarter, which is important as we head toward the
holiday shopping season.”

The amount US shoppers spent online continued
to rise, with online sales 7.1 percent higher than in
October last year. However, sales during the run-up to
Christmas will prove to be the real test of consumer
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