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NEW YORK, NY: Traders work on the floor of the New York Stock Exchange (NYSE) yesterday in
New York City. —AFP

NEW YORK: Wall Street stocks bounced yesterday ahead of
key US inflation data and the kickoff of major quarterly corpo-
rate earnings later in the week. The gains were a reversal after
US stocks on Friday lost more than two percent on trade war
fears. About 15 minutes into trading, the Dow Jones Industrial
Average was at 24,078.05, up 0.6 percent. The broad-based
S&P 500 advanced 0.5 percent to 2,617.11, while the tech-rich
Nasdaq Composite Index jumped 0.8 percent to 6,967.49.

US stocks have been on a rollercoaster since late January,
pressured by worries over higher interest rates and worsening
trade conflict between the US and its major trading partners. 

Briefing.com analyst Patrick O’Hare attributed the early rise
yesterday to a “technical bounce” after US stocks held above
a key level shortly before Friday’s close. Key releases this
week include the consumer price index for March, as well  as
minutes from the Federal Reserve’s March meeting. JPMorgan
Chase, among other large banks, will report first-quarter
results on Friday.

Among individual stocks, General Motors jumped 1.6 per-
cent after Morgan Stanley upgraded the automaker on a bull-
ish forecast for US pickup truck sales. Merck surged 3.2 per-
cent after reporting successful results of a clinical  trial for its
Keytruda treatment for lung cancer.

Gene Therapy company AveXis shot up nearly 80 percent
as it agreed to be acquired by Swiss pharmaceutical company
Novartis for $8.7 billion. US shares of Deutsche Bank gained
1.7 percent on the announcement that it had replaced chief
executive John Cryan with Christian Sewing. 

Europe bounces
European shares rose in early deals yesterday as hopes that

a full blown trade war between the United States and China
could be averted spread across markets. The pan European
STOXX 600 had risen 0.5 percent by 0805 GMT, after clos-
ing in the red Friday when investors feared the trade dispute
between the world’s two biggest economy could turn for the
worse. 

“The chatter over the weekend appeared to suggest some
optimism that some form of deal would likely be the probable

outcome, though how long that could take to pan out remains
a significant unknown, and as such further volatility seems
likely”, said CMC Markets’ Michael Hewson.

The situation in Syria, after President Donald Trump
warned of a “big price to pay” for dozens of people killed by
poison gas in a rebel-held town, was not impacting confi-
dence. The fact that US futures were pointing to Wall Street
opening in positive territory was supporting European bours-
es, analysts said.  

Financial stocks contributed the most to the rise with
Deutsche Bank up 3.2 percent after it named a new CEO who
said tough decisions would have to be made and the structure
of its investment bank reviewed. Another top mover was
Portuguese energy and utility group EDP, up 5.3 percent after
a report French utility Engie was examining a possible bid. 

Britain’s Rolls-Royce rose 1.9 percent after it agreed to sell
its Germany-based diesel parts maker L’Orange to US-based
engineering company Woodward Inc for 700 million euros
($859 million), as part of a plan to simplify its business. Still on
the front of mergers and acquisitions, Novartis rose 0.5 per-
cent after announcing a $8.7 billion deal for AveXis, a move
into gene therapy that gives the Swiss drugmaker a rare-dis-
ease treatment seen reaping billions in sales and bolsters its
technology base.

Telecom Italia retreated 0.5 percent after proxy adviser
Glass Lewis recommended investors back a proposal by
activist fund Elliott to replace six board members and shake
up the way top shareholder Vivendi runs the phone group.
Fresh US sanctions on Russia had a strong impact on a num-
ber of corporations linked to allies of President Vladimir Putin. 

En+ Group, which manages the assets of tycoon Oleg
Deripaska, was down over 20 percent and said the sanctions
were “highly likely” to materially affect its business and
prospects in an adverse way.

Shares in Swiss pump maker’s shares Sulzer and Swiss
technology group Oerlikon were sharply down, falling 8.5
percent and 5.4 percent respectively after their majority
holder Viktor Vekselberg appeared on a list of US-sanctioned
individuals. —Agencies

US, European stocks rise on trade optimism

BoJ chief pleads 
for time as he 
starts new term
TOKYO: Bank of Japan Governor Haruhiko Kuroda said yes-
terday it would take time to extricate the world’s third largest
economy from its ultra-loose monetary policy as he embarked
on a new five-year term. Prime Minister Shinzo Abe handed
Kuroda a second term at the helm of the central bank with a
mandate to battle deflation and stoke a nascent recovery.

But the cautious 73-year-old told reporters there was a
“deep-rooted” deflationary mindset among companies and
households in Japan. Japan “is steadily heading towards” the
two-percent inflation target and the economy has “largely
improved”, Kuroda said.

However, “we’re not at the phase of considering the timing
for the exit” and how it will be carried out, stressed the central
bank chief. Kuroda took the helm in March 2013 with a license
to deploy what was called a monetary “bazooka” to revive the
moribund economy. He has overseen a policy of ultra-aggres-
sive monetary easing, adopting in January 2016 the BoJ’s first-
ever negative interest rates-effectively charging lenders to
park their cash at the central bank.

The BoJ has also pledged to keep the yield on 10-year gov-
ernment bonds around zero by buying as many as necessary.

However, Kuroda has failed in his mission to hit the inflation
target of two percent-the latest figures showed prices rising
by 1.0 percent in  February.

He warned that disclosing details of how Japan would exit
its ultra-loose monetary policy could cause “chaos” in terms
of communication with the market. —AFP

TOKYO: Bank of Japan Governor Haruhiko Kuroda (center) speaks to the
media with Japan’s Deputy Prime Minister, Finance Minister Taro Aso
(second right) and Economy Minister Toshimitsu Motegi (right) after
meeting with Prime Minister Shinzo Abe at Abe’s official residence in
Tokyo yesterday. —AFP

Sterling rises as 
strong housing 
data cements 
May rate hike bets
LONDON: The British pound rose against a mostly firmer
dollar yesterday and was on track for a third consecutive day
of gains as investors were encouraged by data showing British
house prices rising more than expected in March.  Since
Britain signed a transition agreement last month to cover the
21-month period after it leaves the European Union, concerns
about Brexit have abated as investors focus on the state of the
UK economy before an expected interest rate rise in May.

Sterling rose 0.1 percent against the dollar to $1.4104 yes-
terday after mortgage lender Halifax said that house prices
rose by a stronger-than-expected 2.7 percent in the first three
months of 2018.

The data is likely to bolster expectations that the Bank of
England will raise rates next month by a quarter percentage
point and reduce fears among investors that Britain’s economy

is too weak to stomach a second hike later in 2018. However,
house prices are still rising much more slowly than before the
2016 referendum decision to take Britain out of the European
Union which hit confidence among many households as the
pound’s fall pushed up inflation.

“House prices recovering somewhat is a welcome piece of
news given that one of biggest concerns after Brexit is how
UK households will deal with falling house prices,” said
Valentin Marinov, head of G10 FX strategy at Credit Agricole. 

Marinov said he had a moderately constructive view on
the pound for 2018 and that with Brexit concerns on the
back burner sterling could start to outperform a range of
currencies, as opposed to just the dollar which has been
weakened by US-China trade war fears. “The pound seems
to be emerging from under the Brexit cloud.  The next time
we’ll start focusing on Brexit may be well into the third quar-
ter so ahead of that we’re really left with economic data to
focus on,” he said.

But some analysts say uncertainties over Brexit remain and
that broad dollar weakness is keeping sterling above $1.40.
Against the euro, the pound strengthened 0.2 percent yester-
day to 87.04 pence. 

Traders last week largely shrugged off tepid survey data
and searched instead for more meaningful signs of economic
weakness that could deter the BoE from its path of monetary
tightening. —Reuters

Bond redemptions,
economic worries 
hold eurozone 
yields down
LONDON: Eurozone government bond yields held near
recent lows yesterday on concerns over European and
global economic growth and at the start of a hefty week of
European sovereign debt redemptions. In a market preoc-
cupied with the implications of a potential trade war
between the United States and China on global growth, safe
haven European government bonds such as German Bunds
are proving a popular investment. 

Although US President Trump expressed some optimism
this weekend, the world’s two largest economies have
threatened each other with tens of billions worth of tariffs in
recent days and Chinese officials have said this is not the
time for negotiations. As a result, Germany’s 10-year gov-
ernment bond yield is continuing to hover around the 0.50
percent level, far below the year’s highs of 0.81 percent.  

“It looks like we’ve reached a steady state for the

European market, more particularly for the Bunds,” said
Commerzbank strategist Rainer Guntermann. German
exports plunged unexpectedly in February, posting their
biggest monthly drop in more than two years and narrowing
the country’s trade surplus, data showed yesterday, another
sign that growth in Europe’s biggest economy may have
peaked.

“Investors are just not willing to reduce duration given
the concerns about the slowdown in the global economy,”
said Commerzbank’s Guntermann. Sentix’s index for the
euro zone showed yesterday that investor morale deterio-
rated for the third month in April on concerns over a growth
slowdown and trade war.

Most eurozone bond yields-which move inversely to
price are now close to multi-month lows and yesterday they
were holding steady at the start of one of the biggest weeks
for redemptions in Europe. 

Commerzbank estimates that around 60 billion euros of
European government bonds are due to mature this week,
and given that there is only around 13 billion euros of sup-
ply to counter this, yields are unlikely to rise much, ana-
lysts said. 

That said, investors will keep a close eye on what
European policymakers will have to say about global
growth amid the trade tensions: ECB vice-president Vitor
Constancio and chief economist Peter Praet are due to
speak later. —Reuters


