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LONDON: World stocks dipped yester-
day as investors locked in some of the
more than 6 percent gain that has given
them their best start to a year since
2012, while the dollar inched towards
what could be its strongest week of
2017 so far. Asian and European shares
saw profit-taking as traders squared up
for the quarter, though there was plen-
ty still going on, not least in South
Africa where the sacking of its respect-
ed finance minister sent the rand tum-
bling again.

Wall Street was expected to open
lower having recently lost some of the
swagger that had seen it set multiple all-
time highs and a tidy 5.8 percent quar-
terly gain. The dollar was on the rise
though after US growth data, talk of as
many as three more Federal Reserve
rate hikes this year and the best Chinese
manufacturing data in nearly five years,
though even that couldn’t prevent com-
modity markets wilting.

Oil was back under $53 a barrel,
metals were down 1 percent and
Europe’s Basic Resources index, where
big miners are listed, fell 1.7 percent to
leave London’s FTSE and the pan-
European STOXX 600 index down 0.5-
0.6 percent. The latter was still on track
for a 5 percent rise between January
and March for a third straight quarterly
gain, though emerging markets have
been even bigger winners. MSCI’s EM
stocks index is up 12.5 percent on a dol-
lar-adjusted basis. 

Against a basket of the world’s oth-
er major currencies the dollar was up
0.1 percent and close to a 1 percent
weekly gain that would be its best in an
otherwise lackluster year. Over the
quarter the greenback has fallen 1.7
percent, its worst showing in a year, on
doubts that U.S.  President Donald

Trump was not prioritizing - and did
not have the necessary power to push
through Congress -  the economic
reforms that had driven the dollar to
14-year highs at the start of the year.

“We are relatively optimistic on glob-
al growth but we think the cyclical trade
has rotated away from the Trump trade
and near-term US fiscal stimulus,” said
Schroders’ multi-asset Portfolio
Manager Angus Sippe. “We are now
more optimistic on the euro zone,” he
said, adding he was also marginally
short the dollar. The euro held its own at
just under $1.07 as data showed infla-
tion in the euro zone had slowed in
March by far more than the economists
had expected, driven down mostly by a
deceleration of energy price rises.

Meanwhile the European Union laid
out its Brexit negotiating terms, saying if
Britain wanted to start trade deal talks
this year it would first have to pay ten
billions of euros and give residency
rights to the 3 million EU citizens living
in the UK. There were tentative signs too
that the euro zone’s weakest members
would be hit the hardest by an immi-
nent scaling back of the European
Central Bank’s asset purchase program.

The yield, an indication of borrow-
ing costs, on bonds of southern euro
zone states including Portugal and
Italy headed higher in the final day of
trading before the ECB cuts its month-
ly debt purchases to 60 billion euros
from 80 billion. Top ECB policymaker
Benoit Coeure emphasized the bank
would tread carefully with any further
policy changes.
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In Asia, MSCI’s broadest index of

Asia-Pacific shares outside Japan
retreated 0.55 percent after its 12.5 per-

cent charge over the quarter. Hong
Kong shares fell 0.6 percent, but were
still headed for a 9.8 percent quarterly
jump and China’s CSI 300 index added
0.4 percent, putting it on track for a 4.3
percent quarterly rise. “Asia saw some
pretty healthy profit-taking after a few
sessions of solid gains,” said James
Woods, global investment analyst at
Rivkin Securities in Sydney. 

Next week promises to be an inter-
esting start to the second quarter.
Trump and Chinese President Xi Jinping
will meet in Florida and the US president
has set the tone for a tense few days by
tweeting that Washington could no
longer tolerate massive trade deficits
and job losses. He was to also sign exec-
utive orders yesterday aimed at identify-
ing abuses that are causing the deficits
and clamping down on non-payment of
anti-dumping and anti-subsidy duties
on imports, his top trade officials said.

China’s Vice Foreign Minister Zheng
Zeguang said yesterday that it does not
have a policy to devalue its currency to
promote exports, and neither does it
seek a trade surplus with the United
States. “The dialogue emanating from
that is going to help set the tone of the
relationship between the US and China
and these days it goes beyond trade.
There is a lot to discuss geopolitically,
not least North Korea,” said PIMCO port-
folio manager Yacov Arnopolin. 

In commodities, Brent oil and US
crude dipped to $52.91 a barrel and
$50.35 a barrel, having zipped higher
on Thursday after Kuwait backed an
extension of OPEC production cuts.
Oil was heading for a 6.8 percent loss
for the quarter, though. In contrast
gold  which was  at  $1 ,241.81  has
gained nearly 8 percent since the start
of the year. — Reuters 

BEIJING: Chinese factory activity accelerated in March, offi-
cial data showed yesterday, the latest sign of improving
momentum in the world’s second-largest economy but ana-
lysts warned of headwinds later down the line. The figures
are the most recent to suggest that a years-long growth
slowdown, which has had knock-on effects globally, could be
easing, although there are also concerns about the outlook
for world trade caused by US President Donald Trump’s pro-
tectionist leanings.

The official purchasing managers’ index (PMI), which
gauges conditions at factories and mines, edged up to 51.8,
slightly beating the 51.7 forecast in a Bloomberg News survey
and up from the previous month’s 51.6. A figure above 50
indicates growth while anything below points to contraction.
“The manufacturing sector continued to maintain a steady
trend,” National Bureau of Statistics (NBS) analyst Zhao
Qinghe said in a note, adding that a pickup in production and
in demand drove the results. “High-tech manufacturing con-
tinued rapid expansion.” 

The results suggest that China’s economy “continued to
perform well in March,” said Julian Evans-Pritchard of Capital
Economics in a note, adding that the data show labor-market
conditions have also improved. But he noted that the strength
“probably won’t last” as a looming property-market correction
and a tightening of monetary policy will squeeze industrial
activity later in the year.

Analysts with ANZ noted the positive results were boosted
in part by a rally in commodity prices that is “reaching (its) lim-
it” and predicted a softening of producer price growth. “The
return of investment-driven growth is not welcome from the
policymakers’ point of view,” they added. Yesterday’s reading
follows data showing a surge in imports last month while eco-
nomic growth came in slightly better than expected at the
end of 2016.

WASHINGTON: US consumer spending barely rose in
February amid delays in the payment of income tax refunds,
but the biggest annual increase in inflation in nearly five years
supported expectations of further interest rate hikes this year.
The slowdown in consumer spending reported by the
Commerce Department on Friday is, however, likely to be
temporary with consumer confidence at a more than 16-year
high and a tightening labor market pushing up wage growth.

“Given the weather-related weakness in utilities spend-
ing as well as some delays in tax refunds for low- and mid-
dle-income earners in February, we expect consumer spend-
ing to strengthen in the quarters ahead,” said Eugenio
Aleman, a senior economist at Wells Fargo Securities in
Charlotte, North Carolina. The Commerce Department said
consumer spending, which accounts for more than two-
thirds of US economic activity, edged up 0.1 percent. That
was the smallest gain since August and followed an unre-
vised 0.2 percent rise in January. 

Economists had expected a 0.2 percent increase. The
government delayed the issuing of tax refunds this year as
part of efforts to combat fraud. Spending last month was
held back by a 0.1 percent dip in purchases of big-ticket
items like automobiles. While unseasonably warm weather
lowered households’ heating bills, it restricted spending
growth last month. — Reuters
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TOKYO: A passerby walks in front of a stock indicator at the window of a security company yesterday. — AFP 

QINGDAO, China: Sparks fly as a welder works in a sub-
sidiary of China Offshore Oil Engineering Co Ltd in eastern
China’s Shandong province yesterday. — AP 

US consumer spending 
slows, inflation rising 


