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LONDON: Low readings for German infla-
tion drove the euro back to nine-day lows
against the dollar yesterday. Dollar bulls
are still recovering from the collapse in
faith in the “Trumpflation” trade caused by
last week’s defeat for the White House on
healthcare and the greenback was again
struggling to make progress past 111 yen.
But against the euro it gained a quarter of
a cent, trading as strong $1.0731 after sev-
eral German states reported a slump in
annual inflation to well below the ECB’s 2
percent target. 

That later delivered an overall national
number of 1.5 percent and added to sig-

nals from sources close to the bank on
Wednesday that ECB officials were
unhappy at a shift in market expectations
towards tighter monetary policy and
higher euro zone interest rates. “That sort
of off the record briefing that came
through yesterday and German inflation
this morning do seem to have pulled the
rug from under the euro,” said Nick
Parsons, a strategist with National
Australia Bank in London. 

“More generally it has been pretty qui-
et this morning. We are in one of those
awful periods where we cannot decide
which currency we dislike the least. And

that tends to lead to lower volatility.” The
fall for the euro, down from a 4-1/2-
month high of $1.0906 scaled on
Monday, helped the broader dollar index
into positive territory, up 0.1 percent at
100.15. Sterling, knocked back by the dol-
lar’s recovery as Prime Minister Theresa
May lodged Britain’s formal request to
leave the European Union on Wednesday,
was also down 0.1 percent at $1.2414.
Several ECB policymakers said yesterday
the bank should stick to its already laid
out policy path.

Reuters on Wednesday reported ECB
sources as saying that policymakers had

been taken aback by moves to price in an
interest rate hike early next year and
would be keen at their April meeting to
reassure investors that their easy-money
policy was far from ending. “It’s a bit soon
to draw conclusions but yesterday’s ECB
sources piece put a dampener on front
end rates and that has weakened senti-
ment towards the euro somewhat,” said
Citi G10 currencies strategist Josh O’Byrne.
“The mood around the dollar has softened
a lot. On balance I think most people still
buy into this stronger global demand story
but it may be a bit late in the day to be
chasing this theme.” —Reuters

German inflation data pushes euro lower

STOKE: Photo shows tea cups on production line at Wedgwood factory, in Stoke on Trent, England.
Wedgwood has embarked on a sweeping revamp of its offerings to broaden its international market. —AP

LONDON: Europe’s main stock markets steadied yester-
day as investors mull the outlook for US President Donald
Trump’s economic agenda and Britain’s Brexit negotia-
tions with the European Union. “Investors appear unsure
as to what will happen next with respect to the Trump
administration’s next policy move,” said Michael Hewson,
chief market analyst at CMC Markets UK. “Will they try and
revive the health care bill or move on to the trickier sub-
ject of tax reform.” 

Trading floors turned red at the start of the week as
Trump’s failure to push through his healthcare reform
fuelled worries about the prospects for his economy-boost-
ing agenda. Traders went on to regain some confidence on
optimism about the US economy as data points to a healthy
outlook-and the hopes the new president will eventually be
able to deliver promised tax-cut and spending measures.

Markets meanwhile barely flinched Wednesday as Britain
triggered the two-year process to quit the European Union,
with investors having already largely priced in “Brexit” since

last year’s referendum. “Lifeless trading persisted, with
investors continuing to be broadly unmoved by the trigger-
ing of Article 50,” said Connor Campbell, financial analyst at
Spreadex trading group. On Trump, Greg McKenna, chief
market strategist at AxiTrader, said: “It looks like the (recent)
Trumponomics rally is as much about the actual improve-
ment in the data as it is about expectations of the future in a
Trumponomics world.”

On currency markets, the pound avoided suffering more
heavy losses against the dollar and euro. The British curren-
cy sank Wednesday following the official handover of a let-
ter which signaled Britain’s desire to leave the EU, kicking off
two years of divorce talks. Sterling tumbled after Prime
Minister Theresa May-whose letter had just been handed to
EU President Donald Tusk-told parliament there was “no
turning back” and warned there would be “consequences”
for the country. Analysts said focus for the pound-watchers
would be on the EU’s declaration next Tuesday on Brexit,
and a summit at the end of the month.—AFP
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HONG KONG: Asian markets turned negative yesterday fol-
lowing two days of gains, but energy firms were lifted by an
oil rally while the pound held up after Britain formally trig-
gered talks to leave the European Union. Trading floors
turned red at the start of the week as Donald Trump’s fail-
ure to push through his healthcare reform fuelled worries
about the prospects for his economy-boosting agenda.
Regional traders had regained some confidence since
Monday, fuelled by optimism about the US economy-as
data points to a healthy outlook-and the hopes the new
president will eventually be able to deliver promised tax-
cut and spending measures.

Greg McKenna, chief market strategist at AxiTrader, said:
“It looks like the Trumponomics rally is as much about the
actual improvement in the data as it is about expectations
of the future in a Trumponomics world.” But Asia was
unable to press on with the recent gains yesterday. Tokyo
ended 0.8 percent down, while Hong Kong slipped 0.4 per-
cent and Shanghai lost one percent. Seoul dipped 0.1 per-
cent while Singapore, Jakarta and Taipei also retreated.
Sydney was 0.4 percent higher.

Energy stocks took the lead from their US counterparts
after a US inventory report showed a smaller-than-expected
increase in crude supplies and lower stockpiles of gasoline.
The news sent both main oil contracts around two percent
higher Wednesday and they edged slightly higher in Asia
trade. Japan’s Inpex was up 0.3 percent and Origin Energy
rose 0.9 percent in Sydney.  “Beleaguered oil bulls finally had
something to cheer about overnight, as crude jumped over
two percent following a lower than expected EIA Crude
Inventory number,” Jeffrey Halley, senior market analyst at
OANDA, said in a note. The smaller-than-forecast increase,
along with a supply disruption in Libya “saw buyers dip their
toes into the market with vigor for the first time in two
weeks”. On currency markets the pound avoided suffering
more heavy losses against the dollar and euro after sinking
Wednesday following the official handover of a letter signal-
ing Britain’s desire to leave the EU, beginning two years of
divorce talks. Sterling tumbled after Prime Minister Theresa
May-whose letter had just been handed to EU President
Donald Tusk-told parliament there was “no turning back”
and warned there would be “consequences” for the country.
Analysts said focus for the pound-watchers would be on the
EU’s declaration Tuesday on Brexit, and a summit at the end
of the month. In early European trade London and Frankfurt
each rose 0.1 percent while Paris was up 0.2 percent. —AFP


