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LONDON: Gold slipped yesterday and was
on course for a sixth straight weekly fall, its
longest retreat in 16 years, after upbeat US
economic data encouraged bets on the
Federal Reserve raising interest rates in
September. Bullion was set to end July
with its biggest monthly decline in more
than two years after a deep rout last week
shook investor confidence further and
drove prices to a 5-1/2 year low of $1,077
on July 24. The metal has lost 7.4 percent
so far for the month, its steepest decline
since June 2013.

“Gold is an asset that pays no interest
or coupon and the rate hike is certainly
putting pressure on prices,” ING Bank sen-
ior strategist Hamza Khan said. “We could

see the fall extending to a triple-digit level,
but that could trigger some buying, espe-
cially among Asian consumers.” Spot gold
fell 0.6 percent to $1,081.10 an ounce by
1147 GMT, losing 1.6 percent for the week.
US gold for August delivery dropped 0.8
percent to $1,080.20 an ounce. The dollar
was down 0.2 against a basket of curren-
cies, but was still on track for an almost
two percent monthly rise, making dollar-
denominated bullion more expensive for
foreign investors.

Data on Thursday showed the US econ-
omy grew 2.3 percent in the second quar-
ter ,  while f irst-quarter gross domestic
product was revised to show growth of 0.6
percent instead of a contraction. That rein-

forced expectations the Federal Reserve is
on track to raise interest rates, possibly at
its next meeting in September.  Higher
interest rates would increase the opportu-
nity cost of holding non-yielding bullion.
The data followed the Fed’s policy meeting
earlier this week at which policymakers
concluded that the world’s largest econo-
my is “expanding moderately”. The next
important data release is US non-farm pay-
roll figures, due on Aug 7. The Fed will not
need to see balanced risks to the economy
to proceed with an interest rate hike in
September, according to former Fed offi-
cials and a review of central bank state-
ments through recent turns in policy.

“That big overhang is enough to keep

gold trading at low levels,” said Argonaut
Securities analyst Helen Lau, referring to
the looming US rate increase.  Waning
investment demand and weak physical
appetite for gold also pose a further down-
side risk for prices, said Lau.  “Despite trad-
ing at multi-year lows, physical demand
has been on the low side with premiums in
China and India  hardly  moving,”  MKS
Group trader Jason Cerisola said in a note.
On the Shanghai Gold Exchange (SGE), pre-
miums stood at just over $1 an ounce on
the London spot price, traders said. Spot
platinum fell 1.8 percent to $969 an ounce,
palladium dropped 1.5 percent to $609 an
ounce and silver was down 0.7 percent at
$14.53 an ounce. —Reuters 

Gold set for longest weekly losing streak since ’99

VIENNA: Austrian oil and gas firm OMV said
Wednesday it has given up its licenses to
explore for oil and gas in Croatia’s Adriatic,
where border disputes risked complicating
pursuit of the project. “A consortium
formed of (Houston-based) Marathon Oil
and OMV decided to return its licenses
since general economic conditions for a
long-term investment have not been met,”
a spokesman for the Austrian group said in
Vienna. The announcement came less than
a week after OMV’s new chief executive
took charge. German Rainer Seele has said
he wants to make Russia a key partner in
the group’s development.

In January Croatia granted OMV and
Marathon Oil seven out of the 10 licenses it
has awarded to explore for oil and gas in
the Adriatic. Two were given to INA-jointly
owned by the Croatian state and Hungary’s
MOL-and one to Italy’s ENI and MEDOIL-
GAS.  The contracts were expected to be
signed in the coming weeks.

Officials in Zagreb confirmed the OMV-
Marathon consortium’s withdrawal, citing

the unresolved border dispute with
Croatia’s neighbor Montenegro in the
southern Adriatic-where four of the seven
exploration areas are located-as the pri-
mary motive.

Border disputes 
“The main reason for quitting is the

issue of the border with Montenegro,”
Economy Minister Ivan Vrdoljak said in a
statement by the national hydrocarbon
agency. Croatia has yet to resolve border
disputes with its neighbors-Bosnia-
Hercegovina, Montenegro, Serbia and
Slovenia-all of whom were fellow mem-
bers of the former Yugoslav federation
that collapsed in a series of wars in the
1990s. “The security we have offered was
not a sufficient guarantee for the other
side at the moment when a problem with
the arbitration process with Slovenia has
emerged,” Vrdoljak said. Croatia decided
Wednesday to withdraw from arbitration
on a border row with Slovenia after reve-
lations that a Slovenian member of a tri-

bunal tasked with solving it had breached
its impartiality.

The contracts for the remaining three
licences for the Adriatic, as well as six
licences awarded for onshore exploration
for oil and gas, will be signed in September
the hydrocarbon agency said. “Due to a
large interest for the remaining exploratory
areas both onshore and offshore we are
planning to publish a second tender,”
agency head Barbara Doric said in the
statement.

Croatia, struggling with recession since
2008, was hoping that the Adriatic project
would help revive its ailing economy and
make the country energy independent. But
it has sparked concerns of environmental
groups in the country, which depends
heavily on tourism revenue. Croatia pro-
duces about 60 percent of its own natural
gas, importing the remaining 40 percent
from Russia. The former Yugoslav republic
imports 80 percent of its annual oil needs,
while average annual domestic oil produc-
tion is 500,000 tons. — AFP 

Austria’s OMV gives up on 
Croatia Adriatic oil, gas 
Economic conditions for investment not met 

MAKARSKA: This file picture taken on April 11, 2014, shows a panoramic view of a small city of Makarska on the
Adriatic coastline of Croatia. — AFP 

Russia’s central bank 
cuts key interest rate
MOSCOW: The Russian central bank cut its key interest rate by
0.5 percentage points to 11 percent yesterday, bowing to the
pressure of businesses to make lending more accessible. The
bank’s decision comes as the ruble has dropped to a four-
month low. Market watchers were saying that Russian mone-
tary officials are having to choose between cutting the interest
rate, thus helping Russian companies, and keeping it on hold
to cushion the ruble’s fall and stem inflation.

Higher interest rates tend to bolster a currency and push
inflation down. The central bank explained in a statement that
“a balance of risks now tilts to a significant slowdown of the
economy despite a certain growth of inflation risks.” It said it
expected the rate cut to not spur the inflation further because
consumer spending has been declining.

Russian businesses complained of a lending squeeze,
brought by sanctions against Russian banks as well as prohibi-
tively high interest rates inside the country. Moscow-based
investment bank Sberbank CIB said in a note to investors that
yesterday’s 0.5 percentage cut is not as big as anticipated, indi-
cating that the central bank wants to “play it safe” and avoid
pushing the ruble down too much.

The rate cut, however, did speed up the decline of the
national currency. The ruble was down 1.8 percent at 60.8
rubles to the dollar after the announcement, having earlier
traded 1 percent lower. The next central bank decision on
interest rates is on Sept. 11 and the economic development
ministry says they are expecting a further cut if inflation stays
where it is.

The national currency has lost about 15 percent since May
as the government began buying foreign currency to replenish
its international reserves. The central bank raised the rate to 17
percent overnight in December last year to limit a plunge in
the value of the ruble, but has been trimming the rate back
down this year as the ruble recovered somewhat.

The Russian economy has entered recession for only the
second time in Putin’s 15 years in power as it feels the pinch of
lower oil prices, its biggest source of revenue, as well as
Western sanctions. The central bank also warned yesterday
that a drop in the economy, currently forecast at 4 percent,
could be sharper because of weak consumer confidence. — AP 

MOSCOW: Office employees take a break near the sky-
scrapers of the “Moscow City”. — AP


