The Word from Hansard

Asia - Asian stocks rose for a fifth day on Wednesday and metals advanced as economic reports added to optimism a U.S recovery will support global growth. The MSCI Asia Pacific Index climbed 1.1percent, the highest close since May 18.

"Stocks seem to have become more resilient after taking into account a lot of negative factors," said Masahide Tanaka, a senior strategist in Tokyo at Mizuho Trust & Banking Co. "Risk sentiment is improving as economies in the U.S and China seem to be holding steady, easing concern about a double dip."

China - The China State Administration for Industry and Commerce (SAIC) published draft rules at the end of May this year, to cut back on anti-competitive behaviour in a country where many industries are still dominated by state owned enterprises. Law firm Dechert says the proposed Anti-monopoly Law is the result of 13 years of drafting and consideration by the government of the People's Republic.

Charlie Awdry, manager of the Gartmore China Opportunities fund, says that the draft regulations could mark a significant change for international investors in the country. "If passed, and implemented, this will improve the operating environment for Chinese companies and for foreign firms in China and therefore make China more investible," Awdry says.

"A feature of China is that some industries are completely dominated by state owned enterprises and in some cases any company can have a state controlled competitor, customer base, suppliers, and of course regulator and legal system. This gives potential for uncompetitive and erratic behaviour. Where bidding for projects such as construction, property, and high value capital goods contracts, there is clear potential for an administrative or government authority to restrict competition and hence this potential law is very important to allow full and fair competition and to diminish the role of patronage and connections influencing decisions in these industries."

U.S - Production in the U.S rose in May by the most since August 2009, led by increases in automobiles and utilities, showing manufacturers are weathering the effects of the European debt crisis.

Output at factories, mines and utilities increased 1.2percent last month after a 0.7percent gain in April, figures from the Federal Reserve in Washington showed on Wednesday. "Manufacturing is powering ahead," Aaron Smith, a senior economist at Moody's Economy.com said "With the largest chunk of the inventory adjustment now behind us, we will need to see domestic demand strengthen if manufacturing is to keep up its recent pace."

U.K - BP Plc will suspend its USD10bn dividend as President Barack Obama's demand to set aside cash for the Gulf of Mexico spill stretches the company's finances, analysts said.

"The dividend is off the table," said Alastair Syme, an oil and gas analyst at Nomura Holdings Inc. "Until they have some clarity on the costs of the spill, they can't do anything."

Fitch Ratings lowered BP's credit score by six grades to BBB on Tuesday; two levels above junk, on concern costs will escalate. Fitch said it would be "surprised" if BP didn't suspend the quarterly payout until the full costs are known. Clean up and liabilities may reach USD40bn, Standard Chartered estimated last week.

France - French President Nicolas Sarkozy raised the national retirement age and increased taxes to stem losses in the pension system, risking confrontation with labour unions as he seeks to safeguard the nation's top credit rating.

The retirement age will rise to 62 by 2018 from 60, Labour Minister Eric Woerth said on Wednesday. The government will increase taxes on stock options, dividends and capital gains, and will raise the top income-tax rate a percentage point to 41percent. The rules will apply to private- and public-sector workers.

Spain - The European Commission on Wednesday denied a report that the European Union, the IMF and the U.S Treasury were drawing up a liquidity plan for Spain including a credit line of up to EUR250bn.

Amadeu Altafaj, a spokesman for the EU executive, said the report in the newspaper El Economista was "very bizarre" and added: "I can firmly deny it." The report, citing sources that it said were "close to the issuing entity," said the decision had been discussed at a special IMF board directors meeting and was aimed at avoiding a rescue plan similar to that offered to debt-laden Greece.

A Spanish government spokesman said on Tuesday that talks between the Spanish prime minister and International Monetary Fund chief Dominique Strauss-Kahn set for Friday were unconnected with media reports that Madrid may seek a Greek-style bailout.

Brazil - Brazil's retail sales growth slowed in April from the record pace seen in March in a sign that the expansion may be moderating in Latin America's largest economy. Sales rose 9.1percent in April from the same month a year ago, down from a 15.7percent year-on-year increase in March, which was the most since the national statistics agency's series began in 2001.

Today's data signalled a moderation in growth from unsustainable levels, not the start of a downturn, said Marcelo Carvalho, Morgan Stanley's chief economist in Sao Paulo. A tight labour market, credit growth and strong consumer confidence will continue to underpin retail sales, Carvalho said. "The sequentially negative figure should not be confused with a new declining trend," Carvalho said. "The supporting drivers for retail sales remain in place."

Russia - The World Bank cut its 2010 growth forecast for Russia on Wednesday, but said the country's relatively healthy state reserves mean Moscow should escape the budget woes besetting its European partners.

The Bank cut its forecast to 4.5percent from 5-5.5percent previously but said Russia's strong fiscal position dampened the risks from Europe's budget crisis. Russia was hard hit by the global economic crisis, with the economy contracting 7.9percent last year, but reserve funds built up in times of high oil prices have helped it avoid the problems currently engulfing EU states.

However the Bank said that Russia's continued dependence on hydrocarbon exports could make it vulnerable if the European budget crisis starts to severely erode the price of oil. The Russian government has spent heavily to bring the economy out of recession and the World Bank said an increase in fiscal revenues due to higher oil prices is likely to be partly offset from additional social spending.

Middle East - Islamic bond sales will pick up next year as governments in Asia and the Middle East spend more on roads and other infrastructure developments, according to Barclays Capital and CIMB Group Holdings Bhd.

Malaysia, the world's largest sukuk (Islamic fixed interest) market, last week announced a five-year plan showing annual development spending will rise 23percent to 142.4bn ringgit (USD44bn) in 2015, from an estimated 115.5 billion ringgit in 2010. Saudi Arabia, the world's biggest oil supplier, plans to spend USD400bn in the five years through 2013 on infrastructure projects such as roads, airports and water projects.

"There are huge opportunities," Harris Irfan, head of Islamic products at Barclays Capital said at the annual World Islamic Banking Conference in Singapore . "By 2011, I hope to see a lot more pickup" in sukuk sales.

Commodities - Oil prices fell toward USD76 a barrel on Wednesday after a surprise hike in crude inventories in the world's top energy consumer the United States.

U.S crude inventories jumped 579,000 barrels in the week to June 11 and oil product stocks rose across the board, weekly data from the American Petroleum Institute (API) trade group said on Tuesday. Prices extended losses later after U.S housing starts fell more than expected in May to their lowest level in five months, a government report showed.

Gold held near USD1,235 an ounce on Wednesday, with demand for the metal as a haven holding firm as widening spreads between Spanish and German government bond yields pointed to concern over European debt levels.

"The whole sovereign debt situation lingers on," said Ole Hansen, senior manager at Saxo Bank in Copenhagen. "There will be persistent fear that some government debt in Europe will have to be readjusted, and that will lend support to gold."

Spotlight on the rise in popularity of Shariah Investment funds
The first annual World Islamic Banking Conference (WIBC) opened in Singapore on Monday, with representatives from the majority of the world's largest fund management groups in attendance. The attendees were gathered to find out more about an industry currently valued at approximately USD1tn (USD700bn in 2005), which is predicted to grow to USD2.8tn by 2015 (according to the Islamic Financial Services Board).

At the heart of discussion is the phenomenal rise in popularity of Shariah-compliant investment vehicles, particularly investment funds.

Shariah funds are fully compliant with the principles of Islam. The funds are prohibited from making investments in industries categorised as morally deficient, such as those related to gambling or alcohol. Because Islam does not permit any form of exploitation, any kind of investment in conventional banking is outlawed. With the concept of debt also contrary to the principles of Islam, investment in highly leveraged companies is also not permitted for Shariah-compliant funds.

There has been increasing interest in Shariah investment funds owing to the vast build-up of unmanaged wealth in the Muslim world, especially in the Middle East, due to the vast accumulation of wealth from the soaring price of oil and rapid development in regions such as Dubai.

As the majority of people in such regions are Muslim and therefore follow Shariah law, Shariah-compliant investment funds have become increasingly popular. Moreover, Shariah investment funds are even attracting non-Muslim investors, who admire Islamic principles of risk sharing and those who agree with Islam's views on ethical investments. In addition, such funds carry the advantage of non-correlation with mainstream trends and mainstream investment funds.

For those who believe in the principles of Shariah and for the many followers of Islam, this expanding group of new funds represents an exciting opportunity to gain access to professional fund management expertise, and for some the chance to profit from the growth of their own regional economies, without offending the principles of their faith.

Their popularity has also increased because indices have been developed which track their performance. For example, Dow Jones now sponsors its own Islamic index range with its own Shariah committee. This has also created an opportunity to develop new Islamic products based on indices. The rapid growth in Islamic investment funds is expected to continue as new players enter the market and new products are developed. The industry is expected to continue growing at twice the pace of its conventional counterparts, experts at the WIBC noted.

Historically, and to ensure compliance with Islamic Shariah principles, a fund's investment opportunities will be pre-screened and approved by a Shariah supervisory board. The manager of the company will select the underlying investments in accordance with the rulings issued from time to time by various Shariah supervisory boards; all such rulings and decisions of the Shariah supervisory board are binding on the fund and the manager, whose actions will be subject to periodic review by the Shariah board.

However, such as been the popularity of Shariah-compliant funds of late, Gulf Arab countries have kick-started discussions to assemble a single Shariah board for the region's Islamic financial institutions, by 2013. The hope is to standardise the industry and increase services available to Muslims. It is argued that, owing to the number of new entrants into the financial services market, and the shortage of Shariah scholars to advise them, that Gulf Arab countries need a 'supreme' Shariah council to give the industry "direction, because we would be concentrated less on proving other Shariah scholars wrong and more on using the Shariah to create more products," said Hussain Hamed Hassan, who heads Dubai Islamic Bank PJSC's Shariah committee.

David Marshall, Product Development Manager at Emirates NBD (Asset Managers), managers of two Shariah funds recently made available in HIL commented "The key to the success of these funds, like most financial products, is performance. If you can combine strong performance (either relative or absolute) with Shariah compliance, plus strong distribution into regions where there is a strong Muslim contingent, then there is a recipe for success.

Emirates NBD manages approximately USD750m in funds or accounts that are Shariah-compliant. They have built the fund range and asset base on a single principle: that Shariah-compliant funds have to perform as well as, or better, than their conventional peers." Hansard has recently launched internal fund links to the Emirates NBD Money Market and MENA (Middle East North Africa) funds (MC135 and MC136 respectively), and is looking to add more funds soon.

