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Markets steady awaiting ECB, US inflation
Tokyo’s Nikkei closes higher, recovering early losses
NEW YORK: European stocks steadied yesterday
awaiting the outcome of a monetary policy meeting
of the European Central Bank and US inflation data,
as traders seek clues over the timing of interest rate
hikes. Traders were tracking also the start of a sum-
mit of G7 wealthy nations, ahead of which the United
States said it would buy 500 million COVID-19 vac-
cine doses to distribute among poorer nations. “This
week’s price action in equity markets appears to
have been more or less dictated by how big a rise we
might see in today’s US (inflation)... as well as how
the European Central Bank sees the current outlook
for the economy,” noted Michael Hewson, chief mar-
ket analyst at CMC Markets UK. With the global
economy seeing a blockbuster recovery from last
year’s virus-induced collapse, investors are in a
broadly buoyant mood with expectations that equi-
ties will continue higher thanks to reopenings, vac-
cinations, government stimulus and vast central bank
support.

However, that optimism is being dampened by

fears the rebound is causing a spike in inflation that
will force banks-particularly the Federal Reserve-to
wind back their ultra-loose programmes sooner than
previously flagged, despite constant reassurances
they will not. The release of May’s US consumer
price index is now crucial, with warnings that a big
miss to the upside of the 4.7 percent forecast would
ramp up expectations of policy tightening.

Still, observers said there seemed to be a little
more calm on trading floors of late as investors ac-
cept the rises would be temporary owing to a lower
base of comparison with last year and soaring com-
modity prices.

Ahead of the US data, the European Central Bank
is expected to hold its easy money policy in place,
though its post-meeting statement will be pored over
for its plans as the recovery develops. “It will be hard
to avoid taper talk so how the ECB responds to
questions around tapering will be of central impor-
tance to the market’s expectations and the euro,”
said Neil Wilson of Markets.com. 

Traders were keeping tabs also on relations be-
tween Beijing and Washington in the wake of US
President Joe Biden’s decision to revoke his prede-
cessor Donald Trump’s executive order against Chi-
nese-owned mobile apps TikTok and WeChat. It
comes as commerce officials from the world’s two
biggest economies have held discussions on trade
and investment links. Chinese Commerce Minister
Wang Wentao and his counterpart Gina Raimondo
“agreed to promote the healthy development of
pragmatic cooperation in trade and investment”, dur-
ing a phone call yesterday.

Meanwhile, Tokyo’s benchmark Nikkei index re-
covered early losses and closed higher yesterday on
tech rallies, with sentiment sustained by the acceler-
ation of Japan’s vaccination drive. The Nikkei 225
index rose 0.34 percent, or 97.76 points, to
28,958.56, but the broader Topix index edged down
0.02 percent, or 0.41 points, to 1,956.73. “Tech shares
led today’s gains,” Toshikazu Horiuchi, a broker at
IwaiCosmo Securities, told AFP. “The acceleration of

vaccine delivery also supported buying sentiment.”
Investors’ focus was shifting to the key US consumer
price index and a European Central Bank meeting,
brokers said. “The ECB is likely in no rush to deliver
a taper message,” Tapas Strickland, senior analyst at
National Australia Bank, said in a commentary.

“The key question is whether the ECB provides
guidance on the pace of (asset) purchases” in the
third quarter, he added. The dollar fetched 109.53
yen in Asian afternoon trade against 109.63 yen in
New York late Wednesday. Industrial robot maker
Fanuc jumped 1.75 percent to 26,390 yen with chip-
testing equipment manufacturer Tokyo Electron up
1.60 percent at 47,570 yen.

Pharmaceutical firm Eisai dropped 7.01 percent
to 10,000 yen on profit-taking after double-digit
rises following the US approval of the Alzheimer’s
drug it developed with Biogen. Kewpie was up 1.09
percent to 2,577 yen after a report said the Japanese
mayonnaise maker has developed a vegan version of
scrambled eggs that are made of soy beans. —AFP

ECB in hot seat over easy 
money as economy strengthens

PITTSBURG: File photo taken on March 31, 2021 US President Joe Biden speaks in Pittsburgh, Pennsylvania. The reopening US economy pushed weekly filings for jobless benefits to a new pandemic
low for the sixth consecutive week, the Labor Department said yesterday. —AFP


