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Canadian dollar sprints higher on data,
bonds fall

Fri Apr 20, 2007 5:00PM EDT
By Lynne O ver

TORONTO, April 20 (Reuters) - The Canadian dollar gained
ground against the U 'S. currency on Friday as several
supporting factors, including better-than-expected donestic
retail sales data and higher commpdity prices, kept it at a
5-1/2 nonth high.

Canadi an bond prices fell across the curve as Friday's
February retail sales report turned out to be the latest in a

series of wupbeat first-quarter Canadian data.

The Canadian currency closed at C$1.1230 to the U S.
dollar, or 89.05 US. cents, up from C$1.1295 to the U S
dollar, or 88.53 U S. cents, at Thursday's close.

The Canadi an dollar was nodestly higher early in Friday's
session as firnmer prices for oil and gold hel ped spark buying
interest, but the release of the retail sales figures
imediately pushed it up to around C$1.240, or 88.97 U. S
cents, from its pre-data |level near C$1.1270, or 88.73 U S.
cents.

Canadian retail sales rose 0.1 percent in February from
January, versus market expectations for a 0.1 percent drop.
Hi gher prices for gasoline and fresh produce offset a sharp
drop in new vehicle sales.

The Bank of Canada's next interest rate-setting neeting
comes on Tuesday, and while currency market participants do not

expect a change in rates, all eyes will be on the acconpanying
statement for any shift in tone about inflation, said Stewart
Hall, market strategist at HSBC Canada in Toronto.

"If the statement really doesn't change that nuch, and
still purports a balance in the risks associated with the
inflation outlook, that perhaps opens the door to sone
di sappoi ntment and could cause (the Canadian dollar) to
retrace," Hall said.

The direction of interest rates was a theme in all currency

markets this week, while strong commpdity markets also hel ped
shore up the Canadian, Australian and New Zeal and currencies,
Hal | noted.

"We're carrying this week's thenmes into (U. S.-Canadian
dollar trade) for next week, and | think there's good scope for
some upside in the U S. dollar," he said.

BONDS END LOWER

Canadi an bond prices fell as the retail data, on the heels
of a rise in the March inflation rate, may have pronpted market
participants to price in a nore hawkish inflation stance from
the Bank of Canada, Hall said.

A Reuters poll conducted earlier this week showed Canada's
primary securities dealers expect the bank to |eave interest
rates unchanged next week, and also in May.

The two-year bond fell 11 Canadian cents to C$99.14 to
yield 4.179 percent, while the 10-year bond eased 24 Canadian
cents to C3$98.34 to yield 4.221 percent.

The yield spread between the two-year and 10-year bond
moved to 4.2 basis points from 6.6 at the previous close.

The 30-year bond dropped 52 Canadian cents to C$123.40 to
yield 4.257 percent. In the United States, the 30-year treasury
yi el ded 4.847 percent.

The three-nmonth when-issued T-bill yielded 4.18 percent, up
from 4.16 percent at the previous close.
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Mexican Local-Currency Bonds Fall on Higher U.S. Rate Concern

By Valerie Rota

April 12 (Bloomberg) -- Mexican peso-denominated bonds fell as renewed concern about higher
interest rates and slower growth in the U.S. dulled the allure of riskier assets.

Yields on Mexico's 20-year peso bonds rose to a two-week high after U.S. government reports today
showed import prices increased last month by the most in almost a year while unemployment
unexpectedly climbed last week. The reports come after minutes from the Federal Reserve's March
meeting, released yesterday, said official agreed higher interest rates may " " prove necessary" to
control inflation.

"~ Slowing growth amidst faster inflation is never a good combination," said Luis Flores, an economist
at Mexico City- based bank IXE Grupo Financiero SA. Mexican "~ "~ bonds aren't reacting well to this."

The yield on the 10 percent bond due in December 2024, the country's most-traded security, rose 1
basis point, or 0.01 percentage point, to 7.62 percent. That is the highest for the bond since March
30.

The price fell 0.11 centavo to 123.02 centavos per peso at 5:11 p.m. New York time, according to
Santander Central Hispano SA. Prices move inversely to yields.

Import prices rose 1.7 percent in March following a 0.1 percent gain the previous month, the U.S.
Labor Department said today.

A separate report showed initial jobless claims in the U.S. rose by 19,000 to 342,000 in the week
ended April 7. Economists expected a reading of 320,000, according to the median estimate in a
Bloomberg survey.

The premium, or spread differential, on Mexican 10-year peso bond yields over similar-maturity U.S.
Treasuries today widened 3 basis points to 2.82 percentage points.

The peso was little changed, up less than 0.1 percent to 11.0005 per dollar. The Mexican currency
has fallen 0.3 percent this week.

To contact the reporter on this story: Valerie Rota in Mexico City at vrotal@bloomberg.net .
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S&P's Japan credit rating upgrade lifts yen versus dollar, euro

The Associated Press
Monday, April 23, 2007

TOKYO: The yen strengthened against
the dollar and the euro in Asian trading
late Monday after Standard & Poor's
Rating Service upgraded Japan's credit
rating.

S&P said during early Asian hours that it
had raised Japan's sovereign rating one
notch to 'AA' from 'AA-." The company
cited progress the government has made
in fixing its fiscal, monetary and structural
problems.

The news prompted short-term U.S. and
European speculators to unwind yen short

positions N or bets that the yen will
weaken N to lock in profits, traders said.

As a result, the dollar reversed course
after hitting a high of 119.01 yen. It later
fell to as low as 118.24 yen, while the
euro also dropped to 160.72 yen after
climbing to 161.82 earlier yen.

By 2:50 p.m. (0550 GMT) in Tokyo, the dollar was trading at 118.33 yen, down from 118.74 yen late
Friday in New York.

"There may be speculation that the S&P decision would prompt overseas investors, such as pension
funds, to have a more positive view on Japan and influence the ways they allocate their assets," said
Hiroyasu Hirayama, a customer dealer at Royal Bank of Scotland foreign exchange sales.

But traders were split over the yen's near-term outlook.

Hirayama said the dollar versus the yen will probably move in a range of 117.00 yen to 119.50 yen with a
downward bias this week, weighed by the possibility that the Bank of Japan may sound hawkish in its
semiannual economic outlook report due on Friday.

Ahead of Friday's BOJ report, traders will scrutinize U.S. economic indicators, such as Tuesday's
used-home sales and Wednesday's new-home sales data, to gauge the likelihood of interest rate cuts by
the Federal Reserve. Fed Chairman Ben Bernanke will also speak at a literacy event in Washington, D.C.
on Wednesday.

In other trading Monday afternoon, the euro fell to US$1.3584 from US$1.3637.
The dollar also rose against many Asian currencies, including the Singapore dollar, up to 1.5122 from

1.5103, and the Indian rupee, up 41.675 from 41.600. it also advanced to 47.545 Philippine pesos from
47.450 pesos.

Notes:
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Market Scan
British Pound Benefits From Rate Outlook

Parmy Olson, 04.18.07, 3:50 PM ET

LONDON -The British pound moved to its highest level in more than a quarter of a century against the dollar on Wednesday, and further gains
seem likely as U.K. interest rates are poised to rise this year.

In late trading in London, sterling moved above $2.012 for the first time since June 1981. It broke the $2 level on Tuesday, the first time in 15 years
the currency had been so strong against the greenback.

"We're guaranteed to raise rates. Now it's just a matter of how much," said Geoffrey Wood, a professor of economics at Cass Business School in
London. "If you're an investor you'd want to buy sterling short term because you'd expect interest rates to go up, and to rise relative to rates in the
us."

The euro, meanwhile also hit an all-time high on Wednesday of $1.3607, indicating a healthy outlook for Europe's economy despite fears of a
slowdown in the United States and increasing competition from Chinese exporters.

With worries about slowing growth in the United States, as well as the country's yawning trade and budget deficits, the greenback weakened
against other currencies as well. It has fallen to a 22-year low against high-yielding New Zealand dollar and a 17-year low against the Australian
dollar.

Although short-term American interest rates are relatively high -- overnight bank loans are targeted at 5.25% -- growing concerns about the
country's long-term economic health are weighing on the currency. The falling dollar could discourage internationally minded investors from
holding U.S. securities, which would likely force long-term interest rates higher.

A withdrawal of overseas investment -- or even a slowdown from the current rate -- could force up borrowing costs for U.S. businesses and
consumers. One area that would be affected is the housing industry, where mortgage availability is already declining thanks to the subprime
crisis. Sharply higher rates on mortgages could lead to a significant decline in housing prices, putting pressure on consumer spending.

The Federal Reserve is thus caught between the proverbial rock and a hard place. It cannot afford to raise short-term rates, which would put even
more pressure on consumers, though it would protect the dollar. Nor can it reduce short-term rates significantly, which might eventually aid
economic growth but would hurt the dollar, increasing inflationary pressures.

In Britain, whose economy is more robust, it is inflation that is spurring a rise in sterling. The pound passed $2 on Tuesday, after the U.K.'s Office
of National Statistics released figures showing British inflation had risen to a 3.1% annual rate in March from 2.8% in February and that wages
had increased at their most rapid rate in almost three years between December and February. (See: "Pound Punches Through $2")

The International Monetary Fund has predicted that the British economy will grow by 2.9% this year, while the United States is seen expanding at
just a 2.2% rate.

Currency traders are now more certain that the Bank of England will choose to raise its base rate from the current 5.25% -- the same as the
current U.S. overnight rate -- on May 10, and it could even tighten beyond that later in the year.

Taking a worldwide view, Howard Archer, the chief European and U.K. economic strategist at Global Insight, said the British pound is actually
weaker now than it was in January. Looking at a trade-weighted index, which compares sterling against the currencies of all of its trading partners
in proportion to how much business it does with each of them, Archer noted that the pound has fallen to 104.3 from 106.6 early in 2007. That
January level was a 16-year high.

Archer predicted that although the pound would remain above $2, reflecting the dollar's weakness, it would eventually lose ground against the
euro.

Bill Gross of Pimco, who runs America's biggest bond fund, said on cable television channel CNBC on Tuesday that the Fed will cut rates later
this year, in part to bail out the housing market.

But Cass Business School's Wood disagreed: "The Fed isn't targeting the housing market, it's targeting inflation," he said, adding that the
European Central Bank in contrast would raise rates before the summer.

"Eurozone inflation is below that of the U.S., so | would expect to see further strength in the euro, despite the pressure on the ECB to lower rates,"
said Wood. ECB President Jean-Claude Trichet "is quite correctly focused on inflation. If It gets out of hand it's very difficult to get it back under
control.”

In Britain, the winners in all this are tourists seeking shopping vacations in New York and elsewhere in the U.S., who will now see more for their
money, while consumers in the U.K. should also benefit from cheaper imports.
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