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LONDON: Oil prices edged higher yester-
day as a slump to near 11-year lows in the
previous session triggered investors’ buy-
ing appetite.  Brent crude,  the global
benchmark, traded up 60 cents at $38.52 a
barrel at 1117 GMT, after touching an intra-
day high of $38.95. US crude was trading at
$36.82, up 51 cents. “It’s technical buying.
It’s pretty obvious shorts started to take
profit when Brent prices dropped down to
the 2008 low,” said Tamas Varga, oil analyst
at London-based PVM Associates.

The dollar also slipped to a seven-week
low against a basket of currencies, incen-
tivizing the purchase of dollar-denominat-
ed oil contracts. In the United States, now
the world’s biggest oil producer, congres-
sional leaders inched closer on Monday to
agreeing to repeal a 40-year old US oil
export ban. If the United States started
exporting large volumes of excess oil it
would alleviate pressure on its oil swelling
storage tanks. “We read any lifting of the
US export ban as a significant structural

change...Lifting the ban could help to clear
US crude oil stocks,” said said Olivier Jakob,
an analyst at consultant Petromatrix.

OPEC Secretary General, Abdullah Al-
Badri, said yesterday current low oil prices
would not continue and may rise in a few
months or a year. Nevertheless, bearish
sentiment remained strong with prices
hovering around 7-year lows. An OPEC
decision to abandon setting a production
ceiling for the oil cartel, as well as a likely
rise in Iranian oil exports after sanctions

are lifted, fuelled a 16 percent sell-off
since the OPEC meeting on Dec 4.
Credit ratings agency Moody’s said
yesterday it  had lowered its  2016
Brent crude oil estimate to $43 a bar-
rel from $53 on a the outlook for a
prolonged oversupply.

With OPEC pumping strongly and
US dri l lers  keep producing large
amounts of crude, the Brent/WTI pre-
mium has nearly halved over the last
week to $1.8 per barrel. Oil markets

usually see strong demand towards
year end as the northern hemisphere
enters its peak winter heating demand
season. Yet an unusually mild start to
winter,  in part  due to the El  Nino
weather phenomenon, has limited
heating demand. Also looming large is
an expected increase in US interest
rates this week. Crude typically falls as
the US currency strengthens since it
becomes more expensive for buyers
paying in other currencies.—Reuters

Oil edges up as multi-year lows trigger buying

LONDON: Gold rose yesterday as a retreat
in the dollar sparked a rebound after the
previous day’s 1 percent slide, but moves
were muted as traders awaited the out-
come of this week’s Federal Reserve policy
meeting. Gold has fallen 10 percent this
year, largely on the back of expectations
that the Fed is set to hike rates for the first
time in nearly a decade. Rising rates
increase the opportunity cost of holding
non-yielding bullion. The central bank’s
Federal Open Market Committee is
expected to announce the rate rise at the
end of its two-day policy meeting on
Wednesday, but has hinted it intends to
hike rates only gradually from there.

Gold could bounce higher after the
move as attention switches from the tim-
ing of the first rise to the pace of tighten-
ing, analysts said. Spot gold was up 0.4
percent at $1,067.27 an ounce at 1033
GMT, while US gold futures for February
delivery were up $3.40 an ounce at
$1,066.80. “Gold continues to be trading
in a range until tomorrow,” MKS’ head of
trading Afshin Nabavi said. “I would guess
the FOMC will hike by 25 basis points. I
guess that much is already in the market,
so gold could see a push higher and US
dollar probably a touch lower.”

The dollar fell to a seven-week low
against a basket of currencies yesterday,

with investors cutting favorable bets in
the currency on growing nervousness
about the Federal Reserve’s message on
interest rates later this week. Stocks rose
in Europe and Asia, although volatile oil
prices kept investors cautious before a
widely anticipated increase in US rates lat-
er in the week. “Until the Fed reveals its
decisions regarding rates we suspect the
financial markets will be volatile and that
volatility will seep into gold,” HSBC said in
a note.

Markets were awaiting US inflation
data later in the session for more clues
on price pressures in the United States.
Rising inflation could boost expectations
that the Fed could keep increasing rates
next year, analysts said. Gold took little
support from the physical markets. Gold
prices in India swung to a discount for
the first time in a month on Monday as
jewelers and dealers in the world’s sec-
ond-biggest consumer postponed pur-
chases ahead of the Fed meeting.
Among other precious metals, silver was
up 0.4 percent at $13.81 an ounce after a
six-day losing streak. It had dropped to
$13.60 on Monday, its lowest since
August 2009. Platinum was up 1.2 per-
cent at $858.90 an ounce, while palladi-
um was up 1.9 percent at $554.90 an
ounce. —Reuters

Gold rises; dollar retreats

TOKYO: A man (center) looks at a share prices board in Tokyo yesterday.
Japan’s share prices fell 317.52 points to close at 18,565.90 points at the
Tokyo Stock, as investors booked profits before a US Federal Reserve meet-
ing at which policymakers will decide whether to announce a long-awaited
interest rate rise. —AFP

LONDON: Stocks rose in Europe and
Asia yesterday, though volatile oil prices
kept investors cautious before a widely
anticipated increase in US interest rates
later in the week. Oil prices resumed
their fall and the euro rose against the
dollar. Concerns in the high-risk US cor-
porate debt market about the potential
impact of a rate hike weighed on low-
rated euro zone government bonds.
European shares opened higher after
hitting 2-1/2-month lows on Monday
when oil prices fell to their weakest
since 2008.  The pan-European
FTSEurofirst 300 index rose 1.2 percent.
MSCI’s broadest index of Asia-Pacific
shares outside Japan was up about 0.1
percent. Japan’s Nikkei stock index end-
ed down 1.7 percent at a 7-1/2-week
low and Chinese stocks lost 0.3-0.5 per-
cent.

On Monday, US stocks ended higher
as oil pulled off its lows. However, Brent
crude dropped 25 cents a barrel to
$37.67 yesterday after falling the previ-
ous day to as low as $36.33, its weakest
since December 2008.  A fal l  below
$36.20 would take it back to levels last
seen in mid-2004. Prices have been
falling due to a global glut of oil and, in
the northern hemisphere, a mild start to
winter. The first US rate rise since 2006 is
largely priced in, with the Fed expected
to increase its targeted rate range to
0.25-0.5 percent from the current zero
to 0.25 percent.

“Even if the Fed sends a hawkish
message by suggesting it aims to hike
actively next year, they are data-depen-
dent,” said Shin Kadota, chief FX strate-
gist at Barclays in Tokyo. “Indicators will
have to show the US economy can with-
stand rate hikes before the dollar can

launch into its next phase of apprecia-
tion.” However, concerns that a rate rise
could hurt highly-leveraged companies
have seen a handful of funds in the
high-yield debt market fail and pro-
pelled measures of risk sharply higher in
recent days. They have also pushed the
yield premium of short-term Italian and
Spanish bonds over German bench-
marks to their highest since July.

“At times like this, when liquidity is
very thin due to the pending FOMC
decision, the correlation between asset
classes has a tendency to rise signifi-
cantly,” said Peter Chatwell, head of
European rates strategy at Mizuho.
“Thus the weakness in credit markets,
which itself may also be a function of
the FOMC, is apparent in euro sovereign
spreads.” The dollar index, which meas-
ures the U.S. currency against a basket
of its peers, fell 0.2 percent. The euro
rose 0.4 percent to $1.1031 while the
yen gained 0.2 percent to 120.83 per
dollar. “(The dollar) could face additional
pressure if U.S.  Treasuries are bought
back on relief that the Fed’s rate hike
cycle will be quite a slow one,” he said.

China’s Yuan
China’s yuan, however, weakened

against the dollar after the Chinese cen-
tral bank set the mid-point of the per-
mitted trading band at a 4 1/2-year low
for a second day. The Swedish crown
rose versus the dollar and euro after the
Riksbank, Sweden’s central bank, kept
interest rates unchanged as expected
but said it was ready to act if a slight rise
in inflation stalled.

Gold fell in anticipation of higher US
interest rates. It last stood at $1,062.15
an ounce. —Reuters

Global stocks rise
Dollar drops vs euro, yen


