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TOKYO: Businessmen go past an electric quotation board flashing the Nikkei key index of the Tokyo Stock
Exchange (TSE) in front of a securities company in Tokyo yesterday. —AFP

LONDON: Further signs that the US Federal Reserve is swinging
toward a March rise in interest rates kept the dollar rising against
the yen and a handful of other major currencies on Thursday,
although the pace against a resilient euro was slower. 

Governor Lael Brainard, a dove on the US central bank’s open
market committee, was the latest to say on Wednesday that an
improving global economy and a solid US recovery mean it will be
“appropriate soon” to raise rates. That fuelled a rise of more than
half a percent to a two-week high of 114.40 yen and gains of up to
1 percent against the Australian and New Zealand dollars, typically
sold when investors are reining in their appetite for risk. 

The latter moves, and the relatively minimal scale of the gains
against the euro and sterling, pointed to a more mixed picture,
however, even as expectations of a rise in rates this month double. 

The euro has proven strong around $1.05 and the losses for
both European stock markets and the commodities currencies
point to worries about the impact of higher US rates and a higher
dollar on global growth. “The fact that the dollar hasn’t managed
to rally to any order of magnitude is of concern to dollar bulls,”
said Richard Benson, co-head of portfolio management with cur-
rency fund Millennium Global in London.

“The problem from here is that if you haven’t been involved for
a period of time, are you going to bet against the euro when it’s
almost fully-priced for the Fed? The next two percent (move high-
er for the dollar) may be very sticky.” The dollar index, which meas-
ures the greenback against a basket of six major currencies, was
just 0.25 percent higher on the day on Thursday at 102.03.

Against the euro it gained just 0.3 percent to $1.0518, with

traders citing a steady drip of corporate demand for the single cur-
rency, which also fuelled a rise against sterling on Wednesday.

A widening of US-Japan interest rate differentials helped the
dollar, but the US two-year yield fell back a basis point from
Asian session highs of 1.308 percent as traders arrived at their
desks in New York.  Some analysts warned that the dollar could
weaken, despite the widening interest rate differentials, should
stocks retreat.

“If the Fed goes ahead with a faster pace of rate hikes and
shrinks its balance sheet, it will weigh on stock prices,” said
Minori Uchida, chief FX analyst at Bank of Tokyo Mitsubishi UFJ.
“Lower share prices and wider yield differentials would result in
a weaker dollar, just like in May 2013 when Fed’s Bernanke sig-
nalled tapering.” 

Speeches from Fed Chair Janet Yellen and Vice Chair Stanley
Fischer on Friday are now widely expected to be the final piece of
the puzzle, along with next week’s non-farm payrolls.

But Millennium’s Benson and a number of others point to the
need for a bigger move in yields of longer-dated US Treasuries if
the greenback is to rise further. “Whether the Fed’s next hike is in
March, May or June is less important than whether they go twice
or three times this year, and that in turn is less important than
what the market prices as a terminal Fed Funds rate,” said Societe
Generale strategist Kit Juckes. 

“At the moment, the market isn’t convinced that Fed Funds will
peak much above 2 percent. A move higher from there would be
more supportive for the dollar than any rethink about how fast we
get to 2 percent.”  —Reuters

Dollar bulls still nervous as 
March rate hike bakes in

Rise against Aussie, kiwi shows concern about higher rates

Brexit vote hits
Deutsche Telekom

profits in 2016
FRANKFURT, AM MAIN: German telecommunications giant
Deutsche Telekom said yesterday net profits fell in 2016, as its
stake in Britain’s BT lost value in the wake of last year’s Brexit
vote. Net profits were down 18 percent to 2.67 billion euros
($2.8 billion), the company said. Analysts had been expecting it
to post a profit of 4.54 billion euros.

The main factor hitting profits was a 2.2-billion-euro loss
from its 12-percent stake in BT “mainly as a result of declines in
the BT share price and in the pound sterling following the Brexit
referendum,” the German group said.  Britain’s June vote to
leave the European Union took the global markets completely
by surprise, sparking lingering uncertainty and unease over
London’s future relationship with Brussels. 

Deutsche Telekom stressed that the dip in profits would
not affect its payout of shareholder dividends, which it plans
to increase by 5 euro cents to 0.60 euros per share. Operating,
or underlying profit at the group slightly outpaced the
group’s own forecasts, adding almost 8.0 percent to reach
21.4 billion euros. Revenues at Telekom grew 5.6 percent in
2016 to more than 73 billion euros, more than analysts had
forecast, as its American unit T-Mobile USA continued to enjoy
strong performance.

That division alone added 8.2 million customers last year in
the teeth of a highly competitive and saturated US mobile
phone market. T-Mobile USA’s revenues grew 16 percent to
$37.3 billion, while profits doubled to $1.5 billion. Across the
Atlantic, Telekom’s revenues in Germany and the rest of Europe
fell as its fixed-line phone business continues to decline.
Looking ahead to 2017, Deutsche Telekom aims to increase rev-
enues to achieve an operating profit of around 22.2 billion
euros — 4.0 percent higher than 2016’s figure. —AFP

BONN: Timotheus Hoettges, the CEO of Deutsche
Telekom attends  the company’s annual financial
press conference in Bonn yesterday. —AP

TAIPEI:  Taiwan’s central bank, fearful
of being labelled a currency manipula-
tor by US President Donald Trump, has
pulled back on intervention to weaken
the Taiwan dollar, making it Asia’s sec-
ond best-performing currency in 2017.

The currency has risen 5 percent so
far this year, giving the island’s stock
market a boost, but knocking its fourth-
quarter balance of payments to a five-
year low and hammering its insurers,
which are heavily invested overseas. A
central bank official told Reuters the

currency movement was directly relat-
ed to the bank not intervening so much
in the foreign exchange markets.

“The central bank wants to signal to
the United States that it  does not
manipulate Taiwan’s currency,” the offi-
cial said. The bank’s governor, Perng
Fai-nan, declined to comment when
asked on Thursday if the currency’s
strength was linked to the bank’s nerv-
ousness that Trump might label it a
manipulator.   Trump has criticized
especially China, Japan and Europe for

policies he claims artificially weaken
their currencies and make their exports
more competitive.

His administration has said it will
analyse the currency practices of major
trading partners, and the US Treasury is
required to publish a report on these
practices in mid-April.  After any decla-
ration that a country manipulates its
currency, the Treasury will try to nego-
tiate a resolution, but the process could
result in punitive tariffs on that coun-
try’s goods. —Reuters

Taiwan sits out forex intervention to duck Trump blast

UK business leader
warns over Brexit’s

‘worst-case scenario’
LONDON: The president of one of Britain’s biggest business lobby
groups is to warn of the economic damage the country would suffer if
it leaves the European Union without securing a wide-ranging trade
deal with the bloc. In prepared remarks for a speech due later yester-
day, Confederation of British Industry President Paul Drechsler will say
that a “‘no deal’ scenario would open a Pandora’s Box of economic
consequences.” If Britain leaves the EU without a deal, it would have to
rely on so-called World Trade Organization rules - a set of tariffs that
would immediately raise the cost of trade for both sides but impact
Britain more as its relative dependence on EU trade is higher than the
EU’s on Britain.

“Here in the UK and across the continent firms are worried about
this ‘worst-case scenario’,” Drechsler is due to say. “Some are getting
ready for it to reduce economic damage. Some won’t prepare because
they’re hoping for a deal. But in reality many firms can’t prepare
because the cost of change is simply too high to even consider it.”

Under WTO rules, Britain would not be able to trade with its for-
mer EU partners on terms that would be any more advantageous
than other countries that do not have trade agreements with the EU,
such as the United States. As a result, the EU would impose tariffs on
an estimated 15,000 goods, in no uniform way: some British exports,
like pharmaceuticals, would face no extra charge but the large
majority would. —AP


