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US rate hikes not just a concern for the markets
TOMORROW
night,
America’s central bank, the
Federal Reserve, will meet
for the third time this year,
and it’s widely expected that
the meeting will lead to another hike in US interest
rates.
US interest rates were
slashed in the aftermath of
September 11, and continued to fall until the summer
of 2003, when US rates
tumbled to 50-year lows of
1%. The Fed then left rates
on hold at 1% for a year, to
stimulate economic recovery, before beginning a
tightening cycle 10 months
ago. Ever since, the Fed has

hiked rates in 0.25% steps at
its last seven meetings, and
overnight US rates now
stand at 2.75%.
However, debate is raging
in the market on the future
course of US interest rates.
Traders are split into
two camps: those who
believe that the Fed will
push ahead and continue
to raise rates despite signs
of
slowing
economic
growth, and those who
believe that the Fed will
pause in its tightening
cycle, to acknowledge the
depressing effect of rising
energy costs on economic
growth.

NIALL
DUNNE
And while this argument
might seem distant and
remote, it does have a

direct impact on this side
of the pond. First of all,
the dollar’s fortunes are
closely tied to the course
of US interest rates, so those
involved in exporting to
or importing from the
US should watch US interest rate decisions closely.
Oil imports are also denominated in dollars, so
anyone who uses petrol in a
car, travels by air, or heats a
home is indirectly affected
by Fed decisions.
It’s also important to note
that the cost of term debt
on this side of the Atlantic is
closely linked to the cost of
term debt in the US, so

borrowers should also watch
developments in the US
closely this week.
So, what can we expect?
It’s virtually certain that the
Fed will push ahead and
hike rates by 0.25% tomorrow night, which will take
the cost of overnight debt in
the US to 3%.
However, we’ll pay closer
attention to the tone of
the statement which the
Fed is scheduled to publish
to accompany its decision.
In recent months, Fed
statements have acknowledged rising inflationary
pressures in the US, but
despite these pressures,

all recent statements have
insisted that the Fed will
only raise rates at a ‘measured’ pace.
Back in February, this
seemed hard to believe,
since the US economy
was expanding at a rate
comfortably above trend,
and many traders reasoned
that the Fed would soon
have to accelerate the
pace of tightening, to cap
inflation. That’s when the
dollar
reached
its
year-to-date peak against
the euro, of 1.27.
However, since then,
record oil prices have hurt
the growth outlook. Ameri-

can growth has slowed
significantly, and we expect
the Fed to acknowledge
this fact in its statement
tomorrow night. So, if
the Fed’s statement is hawkish in tone, then we expect
the dollar to fall against
the euro this week, moving
back above the 1.30 level.
At least that will help reduce the actual cost of our
oil imports.
The views and opinions
expressed in this article are
those of the author and do
not necessarily correspond
with those of Ulster Bank
or any other member of
the RBS Group.
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One of a small number of Irish companies in the pressure-testing industry, Somex launched Delta 3000 last year and the
machine is being used by Pepsi to test bottles in 16 countries. TRISH DROMEY reports

One Direct
managing director
Tim McCarthy talks
to David Clerkin

Somex releases
pressure genie
from its bottle

Tell us about One Direct’s
PRSA offering. Who is it
aimed at?
EasyStart is a low-cost
private pension plan.
Our charges are capped by
legislation and lower than
non-standard PRSAs on
offer from other providers.
Our PRSAs are available to
you whether you are
working or not and are not
tied to your job. PRSA
contributions receive tax
relief at the highest rate of
tax paid and customers
receive a tax-free lump
sum at retirement.

)

NYONE who knocks
back a fizzy drink
probably doesn’t stop to
wonder why pressure
doesn’t cause the bottle to
explode or crack. But in
the modern age no one has to, since a
whole industry exists to ensure that this
doesn’t happen.
One of a small number of companies
in Ireland operating in this area is Somex
in Macroom, which last year launched
an unique pressure-testing machine
which is now being used in Pepsi laboratories in 16 countries around the world.
Called Delta 3000, it’s the first machine which can pressure-test both glass
and plastic bottles. It’s currently in use in
Pepsi bottling operations in Ireland,
Britain, Mexico, Puerto Rico, Libya,
Kuwait, Egypt, Iran, Iraq, Saudi Arabia,
UAE, Qatar, Oman, Pakistan, India and
China.
Somex, which specialises in developing laboratory test equipment for the
beverage industry, is now planning an
aggressive marketing campaign for Delta
3000 and is also exploring the possibility
of adapting it for use in the medical and
pharmaceutical sectors.
Based at the ‘MacroomE’ environmental business park, the company is
targeting a turnover of €1 million within three years.
Set up in 2000 by directors Brian
O’Keeffe and Michael Wall to built automation products for companies in
Munster, the company was initially

Where and how can they
sign up?
Customers can call 1890
22 22 22, text Pension and
their name to 51123 or just
drop in to their local post
office. Customers can pay
their PRSA contributions
at their nearest post office,
as well as by cheque or by
direct debit.
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based in Tralee but moved to Macroom
last year.
Mr O’Keeffe had previously worked
in process improvement in the electronics industry, while Mr Wall had been involved in design and control automation.
“Between us we had 40 years’ experience in automation and decided there
was a niche for a company supplying automation products to local industry,’’ revealed Mr O’Keeffe.
It was while working in this area that
Mr O’Keeffe and Mr Wall identified a
space in the market for a company
which could develop higher specification laboratory equipment.
They became aware that Pepsi needed
a machine to test both glass and plastic
bottles and set out to create one.
A feasibility study grant in 2003 from
Shannon Development in Tralee helped
get the project off the ground.
Somex then developed a total of four
products which are all designed for use
in laboratories in the drinks industry.
As well as the Delta 3000, there’s a
degasser for removing C02, a C02 tester

Brian O’Keeffe, director of Somex Ltd., which moved from Tralee to the ‘MacroomE’ Environmental Business Park last year
because the park offered incubation space and had a good range of facilities.
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and an auto dispenser which accurately
provides small volume samples for testing.
By summer 2004 the company’s products were ready for launch, but to expand the business Somex needed new
premises. With the help of Enterprise
Ireland it found a 1,500sq ft incubation
unit at Macroom’s environmental business park.
“We came here because MacroomE
was one of the few places in the region
offering incubation space and it had a
very good range of facilities,’’ explained
Mr O’Keeffe.
The company now employs a staff of
five but subcontracts work to over 250
suppliers around the country. The aim
now is to launch a sales and marketing

campaign focusing on bottle manufactures and users in the drinks industry.
To help with this, Mr O’Keeffe signed
up with the Genesis Enterprise Programme for entrepreneurs in Cork last
year. One of the key tasks facing the
company is to identify a worldwide distributor for Somex products and Mr
O’Keeffe hopes to have one in place by
the end of the year.
Sales of laboratory testing equipment
now account for 60% of turnover and
are expected to grow to 80% within the
next three years.
“But developing automation products
will remain an important part of our
business, especially since it helps us identify opportunities for future product
lines,’’ observes Mr O’Keeffe.

REVISED proposals to
reform
the
European
Union’s
sugar
regime,
which will be published on
June 22, could still pose a
serious threat to the future
viability of the industry in
Ireland,
despite
recent
restructur ing.
The World Trade Organisation (WTO) ruled in
Geneva last week that the
EU was illegally pushing
subsidised sugar onto the
world market, opening the
way to speed up the
reforms, which Brussels
already have in the pipeline.
EU Farm Commissioner
Mariann Fischer Boel said
she will take account of the
WTO
verdict,
which
confirmed
an
earlier
decision, when she finalises
the reform proposals.
“I am determined now to
modernise our sugar regime
to ensure it has a viable
future,” she said, after the
WTO ruled against the EU,

following complaints by
Australia,
Brazil
and
Thailand that it depressed
the world price and hurt
their producers.
Adopting a tough stance,
Ms Fischer Boel warned
that she would go even further than the original reform plan, which included a
proposed 33% beet price
cut by 2007.
“Obviously 33% is not far
enough,” she said. “I really
want to make this a
long-lasting reform and that
is the way to do it.”
A radical EU reform of
the industry could have a
potentially devastating effect
on the €140 million
recently restructured Irish
sugar sector, which has
3,700 beet growers, 288
staff, plus seasonal workers
and a range of service
providers including haulage
contractors.
Irish Sugar, part of the
Greencore Group, moved
ahead of the EU proposals
to place the sector in what
it believes will be a strong
position to meet the

Company: Somex.
Location: Macroom Environmental
Business Park, Cork.
Set Up: 2000.
Directors: Brian O’Keeffe and
Michael Wall.
Staff: Five.
Exports: 60%.
Products: laboratory testing
equipment for the beverage
industry.

Co-ops ‘hit by
CAP reform’

Revised EU sugar reforms
still a threat to Ireland
by Ray Ryan
Agribusiness
Cor respondent

Factfile

daunting challenges that lay
ahead.
It closed Carlow Sugar
Factory in March, as part of
a
major
rationalisation
programme, which involved
the loss of 189 full time and
137 seasonal jobs.
All processing is being
consolidated
at
the
company’s
factory
in Beet being unloaded from the trucks for process at the
Picture: Gavin Browne
Mallow, which is being Sugar Factory, Mallow.
upgraded at an estimated
cost of €25 million.
summer. In light of that, sion provided for a
Irish Sugar chief executive Irish Sugar’s decision to proposed 33% beet price
Dr Sean Brady said the rationalise the industry is cut by 2007, a 16% EuroWTO
ruling
further timely.”
pean quota reduction by
illustrates the reality and
Dr Brady said future 2008 and other measures.
scale of the threat which viability is the company’s
There was strong opposifaces the sugar industry, not objective and consolidating tion from many of EU farm
only in Ireland but across sugar manufacturing at one ministers including Mary
Europe.
site in Mallow will help Coughlan, who described
“Our decision, in January, achieve it. “Irish Sugar is them as unacceptable, as
to
rationalise
sugar making a considerable in- presented, because of the
manufacturing
in
this vestment in upgrading our serious repercussions they
country was taken in Mallow
facility
to would have for the industry
response to increased com- world-class standards and in Ireland.
petition in the marketplace we are committed to
Movement on the proand the potential impact of continue
manufacturing posals was suspended pendEU regime reform.
sugar in this country for the ing the WTO decision, but
“This
verdict
will foreseeable future,” he said. the real negotiations get
undoubtedly
have
an
The
initial
reform under way when Madame
influence on the reform proposals published last July Fischer Boel presents her
proposals presented this by the European Commis- revised plans in June.

by Ray Ryan
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OIL price increases and reform of the Common
Agricultural Policy are posing problems for milk processing co-operatives, it was
claimed yesterday.
Donal Cashman, president of the Irish Co-operative Organisation Society
(ICOS), said cuts in EU
supports are failing to take
account of the significant
increases in energy, insurance and labour costs.
He told the ICOS spring
dairy conference in Portlaoise the European Commission must manage the
milk support mechanisms
in a balanced way.
Mr Cashman said he was
concerned the ongoing reductions in export refunds,
casein aid and the sale of intervention stocks could
destabilise markets excessively.
While world market
prices had improved, the
EU was not getting the

benefit of this because of
the decline in the US dollar
and cuts in supports by the
commission.
Mr Cashman said ICOS
has written to Agriculture
and Food Minister Mary
Coughlan outlining the
reasons for a more balanced
and stable approach in the
management of milk market support mechanisms, so
that the sector can build on
product and market development strategies.
He said ICOS and dairy
co-operatives have asked
the minister to urgently
raise these issues with
Commissioner
Mariann
Fischer Boel.
An ICOS and co-op milk
processing delegation will
be meeting the Minister
shortly.
Mr Cashman said while
the sector will encounter
significant challenges in the
next few years due to CAP
reform cuts, investment in
the overall business, as well
as product research and
marketing, should not be
neglected.

Why aren’t people
listening to all the advice
about the need for a
private pension?
Many people think it’s too
difficult to start a pension.
They see it as a decision
which can be put on the
long finger. They may also
think they can’t afford it.
Is it really that difficult to
start a pension?
The process is very
simple. Once you have
been given a quote over
the phone, the information
is printed on your
application form and this
is sent to you for signing.
You also have 30 days to
change your mind.
What’s the minimum
amount a customer needs
to start a One Direct
PRSA? How much should
they save to provide for
an adequate retirement
income?
The Pensions Board
recommends a minimum
contribution of €25 per
month but we accept a
minimum of €10 per
month. You should aim to
set aside between 15%
and 25% of your income.
You should probably aim
for a total (including State
pension) of around
two thirds of your
pre-retirement earnings.
There’s a perception the
Government will sort
everyone out when they
reach retirement age.
What are the flaws in this
assumption?
If you were to retire today,
your State pension would
be 31% of the average
wage. This means a big
drop in income for many
people. Although the State
pension will probably
increase, it will not be
enough to maintain
current living standards.
Will the Government be
forced eventually to make
private pensions
compulsory?
The uptake of PRSAs has
been slower than
anticipated. This needs to
be addressed if Ireland is
to avoid the problems that
many European countries
are facing.

THE FUTURE OF GLANBIA PLC
M AY B R E A K FA S T B R I E F I N G
in association with the Irish Examiner and Ulster Bank
VENUE
Tower Hotel, Waterford
DATE
Friday, May 6, 2005
TIME
7.30am - 8.45am

Company:
Number of places:

J Glanbia information centre
J Healthier eating styles
J Growth of Glanbia

John Moloney,
Glanbia plc

Name:

Telephone:
Amount enclosed:
Please complete and return to Sheila Quinn at
Waterford Chamber of Commerce Georges Street, Waterford
Tel 051 872639 Fax 051 876002
Cost of breakfast €15 members €18 non-members
Members are encouraged to bring guests.

