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LONDON:  Signs of progress with US tax cuts
and Europe’s Brexit negotiations brought fresh
highs for world stocks yesterday while bitcoin
topped $10,000 in a frenzy for cryptocurrencies.

Britain’s pound was also in focus, rising to
$1.34 for the first time since October on reports
that Britain has offered as much as 50 billion
euros ($59.2 billion) — most of what the
European Union wants-to settle a Brexit “divorce
bill”. Sterling’s strength did push London’s FTSE
into the red, but elsewhere the mood was almost
exclusively upbeat, particularly in bank stocks
after the soon-to-be head of the Federal Reserve
said some regulations could be scaled back. 

Meanwhile, the S&P and Dow were set to

open higher yesterday, fueled by investor opti-
mism after more progress was made on US tax
legislation and hints of lighter regulation in the
banking sector.US Senate Republicans on
Tuesday rammed forward the bill, which corpo-
rate America is hoping will slash business tax
rates,in an abrupt, partisan committee vote that
set up a full vote by the Senate as soon as today.
Some details remained unsettled and Democrats
were left furious about a lack of discussion on a
bill that could add an estimated $1.4 trillion to the
$20 trillion national debt over 10 years. “Futures
are showing the S&P could be up about 2 points
from where it closed yesterday. That’s probably
just simply carry through from the very bullish

day we had yesterday,” said Randy Frederick,
vice president of trading and derivatives for
Charles Schwab in Austin, Texas.

Current Fed chair Janet Yellen said, in remarks
prepared for delivery to Congress on Wednesday,
that a strengthening economy will warrant contin-
ued rate increases. In what may be one of her last
public appearances before leaving the Fed chair,
Yellen said asset values were “high by historical
standards, but overall vulnerabilities in the finan-
cial sector appear moderate.”

Germany’s DAX, France’s CAC, Milan and
Madrid were all up between 0.6 and 1.3 percent
and MSCI’s all-country world index was at yet
another record peak after all four major Wall

Street indexes notched up new highs on
Tuesday. They were expected to be in
consolidation mode when U.S. trading
resumes. Revised Q3 GDP figures and
inflation data will be vying for attention
with the ongoing tug-of-war over Donald
Trump’s tax cut plans.

“It seems to me markets are still trading
on the theory that the glass is half full,” said
fund manager Hermes’ chief economist Neil
Williams. Asian share markets had not quite
as jubilant, checked by caution over the lat-
est missile test by North Korea and con-
cerns at recent softness in Chinese shares.
MSCI’s broadest index of Asia-Pacific
shares outside Japan barely budged from
where it started the day, while China’s blue
chip index ended flat having slipped as
much as 1 percent at one point.

Among the better performers, Japan’s
Nikkei added 0.5 percent, while Australia’s
main index rose 0.45 percent. The prospects
for a US tax cut seemed to improve after
Senate Republicans rammed forward their
bill in a partisan committee vote that set up
a full vote by the Senate as soon as
Thursday, although details of the measure
remained unsettled.

But Republican leaders conceded that
they have yet to round up the votes needed
for passage in the Senate, where they hold a
narrow 52-48 majority. Some analysts, how-
ever, did warn of the risks of unintended
consequences if the package was passed.
“Tax cuts will mainly boost the demand side
of the economy at a time when the economy
has little spare capacity,” said Jeremy
Lawson, chief economist at Standard Life
Investments.

“For that reason, the package will prima-

rily bring forward activity with most of the
stimulus eventually offset by the Federal
Reserve lifting interest rates more quickly.”
Fed chair nominee Jerome Powell, in his
Senate confirmation hearing on Tuesday,
said the case for a December rate hike was
coming together.

Powell also hinted at a lighter touch for
bank regulation, saying current rules were
already tough enough. The S&P financial
sector soared 2.6 percent in reaction, its
biggest daily gain since March 1. That
helped the Dow climb 1.09 percent, while
the S&P 500 rose 0.99 percent and the
Nasdaq added 0.49 percent.

Adding to the bullish mood was data
showing US consumer confidence surged to
a near 17-year high in November, while
home prices rose sharply in September,
which should underpin consumer spending.
Eurozone government bond yields edged
higher meanwhile as the first instalments of
German state inflation data pointed to
another uptick for Europe’s largest econo-
my, which should bolster the ECB’s move to
wind down its stimulus.

“In recent months we have seen core
inflation dropping, and that has been identi-
fied by the ECB as a key measure,” said ING
strategist Martin van Vliet.

It all helped the euro reassert its recent
dominance over the dollar. The euro climbed
as far as $1.1882 and against a basket of cur-
rencies the dollar at 93.241 and not far off a
two-month trough touched on Monday.

The dollar was stronger against the yen
at 111.63 yen and away from a 10-week low
of 110.85, while the pound’s jump on a
trade-weighted basis was 1.4 percent, its
best since April. —Reuters

Stocks surge, pound up as Britain coughs up

TOKYO: This file photo taken on April 7, 2017 shows a man walking past a
signboard informing customers that Bitcoin can be used for payment at a
store in Tokyo. —AFP

SINGAPORE: Bitcoin broke through
the $10,000 barrier for the first time
yesterday as it extends a stratospheric
rise that has delighted investors but
sparked fears of a bubble.

The virtual currency hit a high of
$10,903 in Asia, according to
Bloomberg News, about 14 times its
value at the start of the year. The
breakthrough is the latest in a spectac-
ular run for the online money dubbed
“digital gold” by its advocates, which
began life in 2009 as a bit of encrypted
software supposedly written by an
unknown coder with a Japanese-sound-
ing name.

Bitcoin, which was valued at just a
few US cents when it was launched, has
no legal exchange rate, no central bank
backing it and is traded on specialist
platforms. 

What began as the preserve of com-
puter nerds and financial experts has
gained a following among a broader
group seeking alternatives to traditional
investments, while it has been used to
pay for items from a pint in a London
pub to a manicure.

The virtual currency has attracted as
much anger as praise, however.  The
boss of JP Morgan Chase labelled it a
fraud, while China has closed down
Bitcoin trading platforms and South
Korea this week expressed concern it
could lead young investors to become
embroiled in fraud.

It got a big boost last month when
exchange giant CME Group announced
it would launch a futures marketplace
for Bitcoin, which has not been listed on
a major bourse before.

The announcement sparked a surge
in its value-it has risen 50 percent since
October alone. The current market val-
ue of Bitcoin is now around $180 billion,
according to Coinmarketcap.com, which
tracks the market capitalisations of
cryptocurrencies. That puts it within
touching distance of Coca-Cola, which
is worth $195 billion. But the spectacu-
lar rate of growth, which has seen it
increase in value from a 2017 low of
$752 in mid-January, has also triggered
concerns, with critics noting the curren-

cy has suffered wild swings in the past. 
“This is a bubble and there is a lot of

froth. This is going to be the biggest
bubble of our lifetimes,” warned hedge
fund manager Mike Novogratz at a
cryptocurrency conference Tuesday in
New York.

‘Crazy numbers’ 
Stephen Innes, of forex broker

Oanda in Singapore, warned of “crazy
numbers” and added: “I’m a little bit
fearful that retail traders are jumping in
under the false guise of this will run on
forever. “We know things never go in a
straight line.” But other commentators
were more positive, saying the unit’s
surging popularity will attract cash from
traditional investors, such as hedge funds
and asset managers.

“I think the momentum is still very
much to the upside,” Kay Van-Petersen,
macro and crypto strategist with Saxo
Bank in Singapore, told AFP.

He said it could still suffer pullbacks,
but predicted it  would be worth
$50,000 to $100,000 in the next six to
18 months. Transactions happen when
heavily encrypted codes are passed
across a computer network.  Bitcoin
and other virtual currencies use
blockchain, which records transactions
that are updated in real time on an
online ledger and maintained by a net-
work of computers.

But it has not been without controver-
sy. In one of the most high-profile scan-
dals, major Tokyo-based Bitcoin
exchange MtGox collapsed in 2014 after
admitting that 850,000 coins-worth
around $480 million at the time-had dis-
appeared from its vaults.

Bitcoin’s use on the underground Silk
Road website, where users could use it
to buy drugs and guns, was also pre-
sented as proof it was a bad thing.

While analysts expect the currency to
suffer falls, they are betting it will pros-
per in the long term and see the CME
launch as the next big test.

“If it survives the CME, there is no
reason why it won’t continue to rise
higher,” Greg McKenna, chief market
strategist at AxiTrader, said. —AFP

Bubble or brave new 
world? Bitcoin breaks 
$10,000 barrier


