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LONDON: World stocks edged higher yesterday
as a strong rally in commodities buoyed expecta-
tions for a strong year for the global economy in
2018 and helped mitigate concerns over the tech-
nology sector triggered by reports of soft iPhone
X demand.

Oil and copper prices rocketed to multi-year
highs, pushing the MSCI world equity index, which
tracks shares in 47 countries, 0.1 percent higher.
While oil prices were strengthened largely

because of an attack on a crude pipeline in Libya,
the surge in copper was particularly eye-catching
as the metal is seen as a proxy for global growth.

“The rally in copper supports expectations that
2018 is going to be a strong year for synchronized
global growth,” said Greg McKenna, chief strate-
gist at AxiTrader. London copper rose to its high-
est in nearly three-and-a-half years on expecta-
tions of stronger demand from top consumer
China in 2018. 

Dollar falls 
The US dollar fell against a basket of currencies

and slid against the euro yesterday in thin holiday
trading, while a rally in commodity prices helped
push the Canadian and Australian currencies to
their highest levels in recent weeks. Traders said
there was little news to support the euro’s rise, but
some investors have positioned for a possible
strengthening into the new year. In 2017 the euro
had its best year against the greenback since 2003.

Sterling enjoyed a bounce amid the broad
dollar decline, with the pound up 0.3 percent
at $1.341 at 1235 GMT. It had traded as high
as $1.3423 earlier yesterday, its highest since
Dec. 15.

Oil prices surged to two and a half-year
highs on Tuesday, boosted by news of an
explosion on a Libyan crude pipeline as well
as voluntary OPEC-led supply cuts. Copper
prices on Wednesday rocketed to their high-
est in three and a half years.

That helped support demand for the cur-
rencies of commodity exporting countries,
with the Canadian dollar touching C$1.2628,
close to its highest level since October. The
Australian dollar rose 0.6 percent to
$0.7776, its highest level in two months. The
US dollar, measured against a basket of
major currencies, was down 0.25 percent.

The US dollar was also down 0.3 percent
versus the euro at $1.1897.

“There are very few events to drive any-
thing today,” said Christin Tuxen, an FX
strategist at Danske Bank, adding that the
passage of the US government’s landmark tax
reform last week was not helping the dollar.
“For most people it’s not going to be this dol-
lar-supportive event.”

Tuxen said euro-US dollar trading in
December had been driven by volatility in
Euro/dollar cross-currency basis swaps,
which widened significantly earlier this month
as demand for dollars jumped.

Monetary policy convergence could
weigh on the dollar next year, now that cen-
tral banks other than the U.S. Federal Reserve
have either begun moving away from mone-
tary stimulus, or started to raise interest
rates, said Peter Chia, FX strategist for
United Overseas Bank in Singapore.

Against this backdrop, Japanese policy-
makers may at least start dropping more
hints about an eventual tightening of the
Bank of Japan’s monetary policy, Chia said,
adding that the dollar could slip to 108 yen
by the end of March.

“I think that policymakers in Japan want
to prepare markets way ahead for some poli-
cy change ... The signaling process could be
on a higher intensity next year,” he said,
adding that actual BOJ policy-tightening

might occur only in 2019. Asian shares
climbed 0.3 percent to near a recent one-
month high, though it was more of a mixed
picture in European stock markets.

While mining and oil stocks strengthened,
the pan-European STOXX 600 slipped 0.1
percent as European tech stocks tumbled on
reports that demand for Apple’s iPhone X
may be weaker than expected. According to
Taiwan’s Economic Daily, citing unidentified
sources, Apple will slash its sales forecast for
its flagship phone in the current quarter to 30
million units, down from what it said was an
initial plan of 50 million units.

The report, along with some recent bro-
kerage calls on tepid iPhone X demand, made
Apple shares sink 2.5 percent, their worst
single-day percentage fall since Aug. 10.

Meanwhile, rising oil prices-US crude hit
$60 a barrel for the first time since mid-2015
— boosted currencies that trade in line with
commodities prices.

The dollar eased against a basket of cur-
rencies and fell against the euro yesterday in
thin holiday trading, while a rally in commodi-
ty prices helped push the Canadian and
Australian dollars to their highest levels in
two months. 

Safe haven flows
Though world stocks were up on the day,

there was still an undercurrent of nervous-
ness in the market which saw some safe
haven flows into high-rated euro zone gov-
ernment bonds, pushing their yields a touch
lower. “Geopolitical risks have notched a little
higher, supporting rates markets,” said
Mizuho’s head of rates Peter Chatwell, refer-
ring in particular to a renewal in tensions
around North Korea.

The United States announced sanctions
on two North Korean officials behind their
country’s ballistic missile program on
Tuesday after the UN Security Council unan-
imously imposed new sanctions on North
Korea last week. “The North Korean state-
ment that UN sanctions are an act of war is,
as tends to be the case, an exaggeration, but
nevertheless the market has no choice but to
price it. Some safe haven positioning is a nat-
ural reaction,” said Chatwell. — Reuters

World stocks rise as iPhone X woes ease


