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Trump accidentally keeps igniting dollar with trade war

The dollar has strengthened about 2.5%
against the euro and 2.4% versus the
onshore yuan this year and is holding near
its 2019 high on a trade-weigh ted basis

BLOOMBERG
London, August 8

DONALDTRUMP'S INTENSI-
FYING battle with China and
other major trading partners is
meorphing into a global cur-
rencywat.ltwillbe hard forhim
towin both.

Escalating trade tensions
have supported the dollar this
vear.They'vealsofuelleda mam-
mothbondmllvasinvestorsseek

outthesafestassets,demanding
the greenback tobuy treasuries.
Foreign ownership of American
csovernment debthas swelled to
record highs, pushing vields to
the lowest since 2016 on 10-
year notes, a benchmark for
clobalborrowing.

Trump has repeatedly
nagged the Federal Reserve to
cutborrowing costs while com-
plaining that the dollar is too
strong. Should the Fed cutinter-

-est rates again, the monetary

easingmayactually shoreup the
US economy, supporting the
sreenback.Thatmay onlyadd to
Trump’s frustration. Options
traders boosted wagers on a
weakeryvuanversus the dollar.
“Whether President Trump
canwin the tradewarandthe FX
war seems rather doubtful,"said
KitJuckes, a global strategist at

T

Societe Generale in London. “If
he wants a weaker dollar, he
shouldwantastrongeryuanand
euro. Unfortunatelyfor him, this
trade rhetoric hashad the oppo-
gite effect”™ The dollar has
strengthened about 2.5%4
against the euroand 2.4% var-
sus the onshore yuan this year
andis holdingnearits 2019 hich
on a trade-weighted basis.

US moves to ban Huawei from government contracts

THETRUMPADMINISTRATION
has taken a tactical step in its
trade confrontationwith China,
by releasing a rule that restricts
covernment agencies from
doing businesswith Huawei,the
ciantChinese makeroftelecom-

dated by Congressas partof a
broader defence bill sicned into
lawlastyear. It coversdirect pur-
chasesof telecom gearandvideo
surveillance equipmentandser-
vices. And it extends to other
Chinese companies that, like

com equipmentmaker ZTE and
Hikvision,which developsfacial-
recognition technology.

But Huawei, China’s largest
telecom company, has been the
main focus of attention for the
White Houseand an on-again,

the White House move was‘no
unexpected since itwasrequir&
by the defence bill. The Chinese
companysaid itwould continue
tochallenge thebanin courtand
called ita ‘tradebarrier based on
country of origin,invoking puni-

Trump’s latest threat of more
tariffs on Chinese goods helped
push theyuan pasta psycholog-
ical threshold of 7, the level
defended by the authoritiesin
thepast.

The wuan edged higher
againstthe dollaron Thursday
after the central bank set the
daily fixing stronger than ana-
ysts expected, providing some
reassurance to tradersrattled by
a tumultuous week in markets.
Nordea Bank Abpraised its fore-
cast for the dollar on Thursday,
citing factors including the‘esca-
lted tariffwar’

Options traders this week
paid more to bet on the yuan
falling furtherin the next three
months,according to currency-
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options prices.

The question now iswhether
Beijing willallow thatto happen,
andwhat the Republican presi-
dent may do in response. In the
eves of some analysts, further
vuan weakness could raise the
risk of currency intervention by
the US toweaken the dollar. It
hasn’t taken that step since
2000,whenitjoinedaninterna-
tional effortto supporttheeuro.

Intervention carried out for
mote than a few weeaks could
backfireandbecome supportive
of the dollar, according to an
analvsis by UBS Group. For it to
work, US growth and carry
advantages must both be
blunted while the growth out-
look in China and Europe

GRO

improves, UBS said. That’'snota
scenatio economistsexpect.

“Themore likely outcome of
the explicit currency war would
be further extension of uncer-
tainty, which ironically could
provetobe dollar-positive if risk
assets fearweaker growth and
volatility pushes highet,” UBS
strategists including Bhanu
Bawejawrote ina note. Itwillalso
‘shift rate differentialz in the dol-
lar’s favour,albeitwith alag’as
other central banks respond
with dovishness.

Three central banks across
Asia Pacific delivered surprise
interest-rate decisions on
Wednesday. New Zealand and
India led with bigger-than-
expectedinterestrate cuts,while

Thailand’s 25 -pointreduction
surprised allbut twoeconomists
ina Bloowmbergsurvey.

Chris Chapman,a portfolio
manageratManulife Asset Man-
agement, is keeping most of his
non-dollar exposure hedged
despite the fact that the market
is expecting at least two more
Fedrate cutsin 2019.The issue
here is that other central banks
arecutting ratesand easing pol-
icy. China looks set to step up
stimulus to revive growth,while
the European Central Bank has
flageed fresh monetary action
forasearlyasSeptember.

“The dollar couldstaystrong,
as other centralbanksare also
pursuing accomimodative pol-
icy,”Chapman said.
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envisioning ‘Akhand Bharat’ M = B

(undivided India) showing
parts of the present-day states
of Pakistan,Afghanistan and
Bangladesh and warnings
about Balochistan. They car-
ried a message of Shiv Sena
leader Sanjay Raut.The caption
on the top of the banner read:
‘Maha-BharatAStep Forward’

‘Aaf fammu & Kashmir liva
hai Kal Balochistan, FoK lenge.
Mughe vishivsas bat desh ka PM
Akhand Hindustan ka sapna
poora karenhe (Today we took
Jammu and Kashmir, tomor-
row we will take Balochistan
and PoK.Iamsure Prime Min-
ister Modiwillmake the dream
of undividedIndia come true);
said the message written on
thebanners. The district mag-
istrate, [slamabad, ordered an
inquiry into the incident.

On Thursday, [slamabad
District Commissioner Hamza
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CELEBRATING GOOD GOVERNANCE
ACROSS INDIA'S DISTRICTS

HONOURING THE FINEST DISTRICT MAGISTRATES IN THE COUNTRY

The Indian Express Excellence in Governance Awards honours District Maagistrates from across the country who are
scripting the changing India story. Through their ideas, innovations— and implementation.

o @2

tGen’

Infinite Datacenter

presents

The awards celebrate best practices across the government, leadership and learning in a range of categories: Health
to Inclusion, Technology to Education, Energy to Agriculture.

Shafgaat tweeted that every- — Special Guests
body associated with the issue -~ e . ppss . . :
have been arrested and the TheIndianEXPRESS Shri Nitin Gadkari Shri Ram Vilas Paswan

Minister for Consumer Affairs,
Food and Public Distribution

Minister for Road Transport and Highways: Micro, Small
and Medium Enterprises

investigation was complete.
"Banners investigation
completed. Evervone associ-
ated arrested, statements
recorded. It is mainly an issue
ofa technical misunderstand-
ingferror by the designer. The
intention was to highlicht the
expansionist/hegemonicaims
of India. Our enemies can't
dare to take such a step,’ he
tweeted. — PTI
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Minister for Law and Justice; Communications;
Electronics and Information Technology

Shri Piyush Goyal

Minister for Railways;
Commerce and Industry

Dr Jitendra Singh

Minister of State (Independent Charge), Development

of North Eastern Region: Minister of State, Prime Minister’s Office:
Personnel, Public Grievances and Pensions; Atomic Energy; Space

AUG
2019

Entry by invitation cnly

21%% 6:00.« NEW DELHI

.j INDIAN INSTITUTE OF
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Katiiroor Cliy. Cornmaniat I, Tower | 2* Floor
Kot oz Kura (Wesl), Mumbai 400 070
Tal:+91-22-2503 3604 « E-Mail: adminGHbl oy i

REQUEST FOR PROPOSAL(RFP)
Indian Institute of Banking & Finance
(IBF) invites open bids for “Migrating,
Hosting and Maintaining” its existing
website, The desirous bidders can
download the Request for Proposal
(RFP) document which contains
details of the assignment from the
Insifute’s website www.iibf.org.in.
The last date for submission of the bids
Is 12™ September 2019 by 3PM,
Mumbai Chief Executive Dffices
9" August 2019
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