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Euro, oil set to continue
record breaking run

AEP, Paris

The single European currency and
oil look set to continue their
record-breaking run, driven by a_
heady mixture of fundamentals
and speculative interest, analysts
said Monday as both hit historic
highs.

The euro touched a record
1.4438 to the dollar early Monday,
taking up the slack from a US unit
in retreat, with the market betting
on more US interest rate cuts as
the Federal Reserve tries to offset
the fallout from the collapse of
the US subprime home loan
market.

The Fed cut interest rates by a

-sharp 50 points to 4,75 percentin
mid-September in a bid to bol-
ster the economy amid concerns
the housing slump would under-
cut consumption and overall
growth,

All expectations now, after
another series of poor property
sector indicators, are that the Fed
will cut again by at least 25 points
this week.

A rate cuf, however, will only
likely boost the euro further
against the dollar given that China
and Japan both appear to deter-
mined to keep any gains in the
yuan and yen strictly limited to
protect their export-driven econo-

mies.

The European Union has
repeatedly called for Beijing to
allow the yuan to appreciate fur-

" ther and faster so as to help ease

the massive and growing global
imbalances reflected in China's
huge trade surplus.

The situation is made worse for
the European Central Bank
because given its primary task of
keeping inflation under control --
especially as high oil prices feed
through the system -- the option
of a cut in interest rates is out of
the question at the moment,
analysts said.

“There has been a pickup in
inflation, which will be at least 2.3
percent, if not 2.4 percent, in
October. The ECB cannot do much
about that,” said Olivier Gasnier,
economist with Societe Generale.

Similarly oil has risen sharply
in the past several weeks to well
above 90 dollars to the point
where many fully expect it to hit
100 dollars shortly.

That level would be both a
nominal and absolute record,
putting it above the equivalent
priceofthelate 1970s,

"Markets like round figures so
they are going to push it to that
level," said Gasnier of Societe
General.

Additionally, the weakness of

* the dollar -- in which oil prices are

quoted -- adds to the pressure on
the price as producers seek ever
higher levels to offset the currency
factor.

Against this backdrop, oil
presents a significant trading
opportunity for those with the
funds to hand, said Pierre Terzian,
head of Petrostrategies.

"Given the crisis in the US
home loan market, there is money
looking for a home and while the
dollar is falling, the stock market is
not going too well and so oil offers
the perfect opportunity,” Terzian
said.

That is why the oil market is
now dominated by speculative
funds, the hedge funds in particu-
lar, he added.

Forhis part, Gasnier recognises
this influence on the price of oil
but he also cites strong underling
fundamentals, especially the
increase in demand as a result of
strong global growth, led by China
and [ndia.

The oil producers’ cartel OPEC
insists that the market is well
supplied and that the sharp rise in
prices reflects mostly speculative
trade, refusing for the moment to
consider another production
increase after the 500,000 barrels
per day introduced from
November 1.

A conference of branch managers of One Bank Ltd was held recently in Dhaka. Managing Director of the bank

Farman R Chowdhury and other senior officials were presgnt at the meeting.
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Doha round
of world trade
talks 'at last
mile': India

REUTERS, New Delhi

Leading negotiating nations are
closer than ever before to conclud-
ing successfully the arduous Doha
round of world trade talks, India's
trade minister said Tuesday.

The United States and the
European Union are calling on
developing countries to open up
their markets for manufacturers by
cutting import tariffs in return for
cuts by rich countries to trade-
distorting subsidies and tariffs on
farm goods,

"We are closer than ever before
in closing the Doha round. We are
at thelast mile. If this is won, we are
almost there,” Kamal Math said ata
global business conference organ-
ised by Fortune magazine in New
Delhi.

The Doha round was launched
six years ago to boost the global
economy and help poor countries
export more.

Brazilian President Luiz [nacio
Lula da Silva said recently the talks
could result in a deal by the end of
the year despite remaining obsta-
cles.

World Trade Organisation
Director-General Pascal Lamy has
said a deal is within reach if coun-
tries could grab it because negotia-
tors have made significant pragress
on technical issues since
September.

Lamy added that world leaders,
from US President George W. Bush
and the Buropean Commission to
Lula and Indian Prime Minister
Manmohan Singh, seemed sin-
cerely interested inreaching a deal.

Developing countries say pto-
posals currently on the table are
notin the spiritofthe Doharound’s
development mandate because
they require poor countries to cut
their industrial tariffs by more than
rich countries would do.

Some are also concerned that
opening up food markets could
hurt the livelihoods of millions of
subsistence farmers.

Nath warned that India would
not be able to exercise flexibility in
otherareas if the concerns of its 650
million farmers -- many of them
poor and indebted -- were not
takenonboard.

"Thope in the next two munlhs.
there will be some convergcncu
hesaid. . -
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