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SINGAPORE: Some of Asia’s most interven-
tionist central banks are for now holding
their nerve on currency policy after a major
devaluation in the currency of one of their
top trading partners, China. China’s central
bank said yesterday’s surprise 1.9 percent
devaluation of the yuan was a one-off move,
while it also switched to a more market-
determined benchmark for the currency’s
daily trading band.

Even as market participants pushed the
yuan down further to test a 2-percent daily
limit, policymakers from South Korea, India,

Indonesia and Japan said they saw no reason
for tit-for-tat trade-war policies. “We are not
overly worried about the won (currency), but
we are closely watching the market to see if
there’s any excessive volatility happening,” a
South Korean foreign exchange official said.
“This came as emerging-market currencies
have already been depreciating against the
dollar,” he said, while pointing to the yuan’s
relative stability in the past few months even
as emerging market currencies ceded
ground to a rising US dollar.

China is Korea’s largest trading partner,

accounting for a fifth of total trade last year.
While the won has weakened relative to the
yuan this year, Korean policymakers have
been actively trying to encourage outflows
from their country and talking down the
won. Some of the angst in Korea is over the
how uncompetitive the won is against
export competitor Japan, where the yen has
been pushed down 50 percent against the
dollar since 2012 as part of the government’s
growth strategy. Japanese policymakers
shrugged off the yuan’s 2 percent devalua-
tion. “I don’t think the move would trigger a

global currency war,” a Japanese policy-
maker said.

Senior Deputy Governor Mirza
Adityaswara at Indonesia’s central bank
pointed to how undervalued the rupiah
currency already was, precluding the
need for further depreciation. Analysts
estimate the yuan has risen by more
than 18 percent in trade-weighted and
inflation-adjusted terms against the cur-
rencies of its trading partners since the
middle of last year, suggesting there is
some margin before depreciation would
raise concerns over trade competitive-
ness in the region. The yuan is barely
down 2 percent against the dollar this
year,  compared with a 13 percent
decline in Malaysia’s ringgit , near 8 per-
cent drop in the won and a more than 4
percent fall in the yen.

The Indian rupee is the only regional

currency with smaller losses this year,
thanks to big foreign investment flows
attracted to India’s strong economy. “It
is like jogging - everyone has to keep
pace so that at the end on a relative
basis you don’t lose,” a senior Indian pol-
icymaker said. “We have to carefully bal-
ance the rupee so that the country
doesn’t lose ground on the external side
and neither do we import lot of infla-
tion.” Market analysts said there was lit-
tle cause for immediate concern by the
Chinese move. “China is playing catch-
up rather than being the leader of this
currency weakness,” said Mitul Kotecha,
head of currency and rates strategy at
Barclays in Singapore. “There hasn’t
been a significant correlation or sensi-
tivity of Asian currencies to China’s cur-
rency so far.  But now that will
change.”— Reuters

Asian central banks hold nerve as yuan depreciates 

MANILA: Eighty-two-year-old Ernesto Clemente makes rags at his garage-turned
makeshift home in Manila yesterday. Clemente, who has never had a permanent job
all his life, earns less than 50 pesos ($1) a day from making the rags, collected material
from old and new clothing, cleaning them for sale to local residents, including drivers
of “jeepneys” - modified and decorated US jeeps used for public transport. Roughly
one quarter of the nation’s 100 million people live in poverty, which is defined as sur-
viving on about one US dollar a day, according to government data. —AFP 

LONDON: Oil prices fell yesterday,
mirroring sentiment across commodi-
ty markets, after China devalued its
currency to help boost its economic
growth. Crude prices had already
been falling in recent weeks owing to
a global supply glut despite forecasts
of demand growth. US benchmark
West Texas Intermediate for
September delivery fell 83 cents to
$44.13 a barrel  compared with
Monday’s close. 

Brent Nor th Sea crude for
September dropped 66 cents to stand
at $49.75 a barrel in London after-
noon deals. Prices had rebounded
Monday from multi-month low
points.  Fawad Razaqzada, analyst at
trading group Forex.com said “con-
cerns about the Chinese economy...
(are) continuing to weigh heavily on
commodities.” He added in a client
note: “This view has been reinforced
by China’s surprise move overnight to
weaken the yuan’s daily reference
rate.”

China’s central bank yesterday
devalued the yuan by nearly two per-
cent against the US dollar, as authori-
ties seek to push market reforms and
bolster the world’s second-largest
economy. A cheaper yuan will make
Chinese exports less expensive, which
could potentially boost their overseas
sales.”Clearly, the market has inter-
preted the move as a sign that the
health of the Chinese economy is

probably worse than even what the
official  data suggests,” added
Razaqzada.  

Despite concerns over China, OPEC
yesterday revised upward its forecast
for global oil demand growth in 2015
and maintained projected record lev-
els of world consumption next year.
In its August monthly report, the
Organization of the Petroleum
Expor ting Countries said it  was
expecting world oil demand to grow
by 1.38 million barrels per day-some
90,000 more than announced in its
July estimates. Oil prices collapsed 60
percent between last June and
January, hitting a low of $45 largely
owing to a supply glut caused by the
boom in US shale oil.

And despite showing signs of a
recovery earlier this year, they have
started to once more slip back.  On
Monday meanwhile, the World Bank
warned that the lifting of sanctions
related to Iran’s nuclear programme
would have a “significant impact” on
the world oil market in 2016.  OPEC
member Iran’s return to the global
market would eventually add about a
million barrels of oil a day, lowering
prices by $10 per barrel, the bank
said. Elsewhere on commodity mar-
kets yesterday, aluminium hit a six-
year low point at $1,573.50 a tonne
on the London Metal  Exchange.
Copper moved closer to a six-year low
as it reached $5,166.50 a ton.—AFP 

Oil prices drop 

LONDON: Gold rose more than one per-
cent yesterday as the dollar reversed
gains and European stocks fell and
investors assessed the impact of China’s
move to devalue its currency and prop up
its economy. Beijing allowed the yuan to
fall to its lowest level in nearly three years
after a run of poor economic data, with
the central bank describing the move as a
“one-off depreciation” of nearly 2 percent.
China’s rate decision triggered a sharp
but short-lived retreat in gold to a session
low of $1,093.25 an ounce.

Spot prices rebounded to a three-
week high of $1,119 before trading up
0.4 percent at $1,108.90 an ounce by
1153 GMT. “Gold is benefiting from fears
that this is a new round of ‘currency war’,”
Macquarie analyst Matthew Turner said,
adding that the move increases uncer-
tainties and risks about the global econ-
omy, which tends to be good for gold.
“Gold’s best moment this year came in
the first few months when we saw vari-
ous FX swings, lots of different central
banks cutting interest rates or interven-
ing in their monetary policy, so probably
there is some element of that which has
helped the rally from Monday continue a
bit,” Turner said.

The metal had gained around one
percent on Monday on dollar weakness
after comments from Federal Reserve

officials raised uncertainty about a
September rate hike. Friday’s lower-
than-forecast US nonfarm payrolls in
July also raised uncertainty whether US
rates will rise next month. US gold for
December delivery also rose 0.4 percent
to $1,109.00 an ounce. Analysts, howev-
er, do not expect China’s yuan devalua-
tion move to bolster gold’s value in the
medium to long term, as this would
have to be followed by a wider round of
global devaluation race between curren-
cies. The euro hit an 11-day high against
the dollar yesterday, while European
shares retreated.

Atlanta Fed President Dennis
Lockhart said on Monday that a decision
to raise rates should come soon. He said
he was “very disposed” to a rate increase
at the September policy meeting, but
stressed that subsequent increases
should be gradual. Investors have cut
their exposure to non-interest-bearing
bullion and raised their bets on the dol-
lar on expectations that the Fed would
lift rates this year for the first time since
2006. The metal lost nearly 7 percent in
July, when it also touched its cheapest
since 2010 at $1,077. Spot platinum rose
0.4 percent to $986.10 an ounce and pal-
ladium gained 1.2 percent to $614.70.
Silver was up 0.1 percent at $15.22 an
ounce.— Reuters

Gold hits 3-week high 


