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LONDON: Strong German economic growth data drove the
euro to a three-week high and its biggest rise in a month yes-
terday, though it dented European stocks again as they shuf-
fled back to a two-month low.

US stock index futures pointed to a mixed opening for
Wall Street, with worries about Republican tax plans and the
economy’s ability to deal with more rises in interest rates pre-
venting sharper gains.

The uplift to German and euro zone sentiment came after
disappointing Chinese industrial and retail figures had sub-
dued Asia, with investors also pondering whether a marked
flattening in the US yield curve might be a harbinger of a
more global slowdown. There was no sign of that in Germany
where a 0.8 percent third-quarter growth reading beat fore-
casts and showed the economy expanding at annualized rates
of more than 3 percent. The euro jumped over $1.17 versus

the dollar on the figures and reached a one-year top against
Sweden’s crown after inflation figures there came in weaker
than expected. “It is not the dollar that is weak, it is the euro
that is strong,” said John Hardy, Saxo Bank’s head of FX strat-
egy. “The next couple of days will be important to see where
the euro closes for the direction now in euro/dollar.”

Combined with signs of a move up again in European
bond yields, this suggested some traders were back to pricing
in an end to the European Central Bank’s stimulus, he said.

Also keeping traders busy were 13 central bank speakers,
including the heads of the US, European, British and Japanese
central banks. The four were speaking together at an ECB
conference in Frankfurt. They promised to keep openly guid-
ing investors about future policy moves as they slowly with-
draw the huge monetary stimulus rolled out during the finan-
cial crisis. The mood in Asia hasn’t been nearly so bullish.

China’s retail sales rose 10 percent on the year in October,
while industrial output grew 6.2 percent. But both were under
market forecasts and briefly hit the Australian dollar, which is
often used as a liquid proxy for China because of the coun-
try’s vast exports of raw materials to China.

MSCI’s broadest index of Asia-Pacific shares outside Japan
dipped 0.17 percent after two sessions of declines, while
Australia fell 0.9 percent. Japan’s Nikkei managed to recoup
0.4 percent after four sessions of losses, but that was not
enough to shift MSCI’s 47-country world index out of the red
until Europe opened. Wall Street was set to open lower after
being unsettled on Monday by a sharp drop in General Electric
shares, though that had been offset by gains in high dividend-
paying sectors including consumer staples and utilities.

With European shares back in the red for a fifth day in six,
MSCI’s 47-country “All world” index was also flirting with its

fourth down day, which would be its worst run since August.
Elsewhere, sterling dropped after slightly softer than fore-

cast inflation and hit a three-week low. It was at $1.3091, also
pressured by concerns British Prime Minister Theresa May
might be losing her grip on power. May’s blueprint for
Britain’s departure from the European Union faces a test
starting on Tuesday, when lawmakers try to win concessions
on legislation to sever ties.

The dollar drifted back 0.1 percent at 113.48 yen after
bouncing from 113.25 support overnight. A rise in US bond
yields has generally made it more attractive to buy dollars
with money borrowed in low-rate currencies like the yen and
Swiss franc. Figures on Monday from the Commodity Futures
Trading Commission showed the net short position in the
Japanese yen to be the largest since January 2014 and in the
Swiss franc to the biggest since December 2016. —Reuters

Euro hits near 3-week high, China subdues Asia


