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LONDON: Shares and bond markets rose and the
dollar dipped yesterday, as investors readied for
what is expected to be the first rise in US interest
rates in almost a decade. After more than a year of
posturing and a couple of false starts, the Federal
Reserve is seen raising its rates by a token 25 basis
points at 1900 GMT. It will be a highly symbolic
move, coming exactly seven years to the day since
the US central bank cut them to zero as the post-
Lehman crash financial crisis engulfed the world
and sent economies spinning into recession. “It is
a foregone conclusion that the Fed is going to

raise rates,” said Kully Samra, a managing director
at US focused investment manager Charles
Schwab in London. “But I’m pretty sure too that
Janet Yellen is going to use the word gradual (in
reference to possible pace of future hikes) quite a
few times during the press conference.”

That hope that the Fed will stress it plans a
softly softly approach was helping soothe jittery
markets that have been roiled again over the last
couple of weeks by a fresh slump in oil prices and
fall in China’s increasingly influential yuan.
European shares opened broadly flat to consoli-

date sharp gains made on Tuesday and as new
data bolstered signs of a gradual pick-up in bloc’s
confidence. Growth in Germany’s private sector
slowed a tad this month Markit’s PMI survey
showed, but it remained a high enough level to
suggest Europe’s biggest economy can be confi-
dent of robust demand going into the new year.
Number two economy, the UK, also saw its unem-
ployment rate unexpectedly fall again.

In the currency market it was mainly fine tun-
ing ahead of the Fed decision. The dollar edged
back from a near one-week high versus a basket

of other major currencies with Citi, the FX
market’s single biggest player, saying posi-
tioning in the dollar against the euro was
now basically neutral following a clearout
over the past fortnight. “Markets are going
into the announcement expecting a rate
hike but, on the surface at least, relatively
relaxed that it is priced in,” added Kit Juckes,
a strategist at Societe Generale in London.
The euro was buying $1.09, the dollar
fetched 121.91 yen and Britain’s sterling
hovered just above $1.50.

Ready, Fedy, Go
Oil prices, which have been the other

main obsession for investors in recent
weeks because of the pressure it puts on
producers countries and global inflation,
slid back again in early European trading.
West Texas Intermediate (WTI) fell 60 cents
to $36.77 a barrel and Brent was down 80
cents at $37.65 to leave them heading back
towards Monday’s 7-year lows. Gold rose to
1,065 an ounce and in Asia overnight,
MSCI’s broadest index of Asia-Pacific shares
outside Japan had jumped 2 percent as the
region caught up the previous session’s ral-
lies in Europe and on Wall Street.

Japan’s Nikkei surged 2.5 percent,
rebounding from a two-month low struck

the day before as risk sentiment has blown
hot and cold ahead of one of the most-
anticipated market events this year.
Australian shares jumped 2.2 percent, while
Shanghai stocks edged up a more cautious
0.8 percent as another tick down in the yuan
kept investors guessing on Beijing’s plans
for the traditionally controlled currency. “A
lot of capital will be looking for a temporary
home outside of the US so as to avoid the
likely increase in volatility after the (fed rate
hike) hammer falls,” said Martin King, co-
managing director at Tyton Capital
Advisors.

“And in the context of our current world
markets, for many Japan looks like a credi-
ble home.” Asia’s gains helped emerging
market stocks climb 1.2 percent as they
gunned for their second consecutive rise
having been bashed by nine straight falls
before that. In the bond markets, Treasury
yields rose slightly ahead of the Fed deci-
sion and after stable US consumer price
data had reinforced the case for a hike. It
was a different story in Europe though.
Benchmark German Bund yields dipped
along with the rest of the euro zone. In
sharp contrast to the Fed, the ECB has said it
is prepared to continue easing its policy if
necessary. — Reuters

Shares climb, dollar dips as US Fed prepares to lift rates 
Treasury yields nudge higher; Bund yields sag

TOKYO: Pedestrians are reflected on a share prices board in Tokyo yesterday. Japan’s
share prices rose 395.93 points to close at 18,961.83 points at the morning session of
the Tokyo Stock Exchange after a surge on Wall Street. — AFP 

LONDON: Oil fell yesterday on fresh
evidence of growing global oversupply
and as investors awaited the outcome
of a US Federal Reserve meeting where
interest rates are likely to be raised,
boosting the dollar and pressuring
commodities. Brent was down $1.08
cents at $37.37 as of 1101 GMT. On
Tuesday the contract closed up 53
cents at $38.45 a barrel in its first gain
in eight days. Analysts are watching for
any test of Brent’s December 2008 low
of $36.20, with a break below that level
taking the benchmark to levels not
seen since 2004. 

West Texas Intermediate crude
futures was down 29 cents at $37.06
per barrel after rising more than $1 on
Tuesday. The overwhelmingly bearish
sentiment that has pushed oil from
above $115 per barrel  last June
returned to the fore as fresh evidence
emerged that low prices are doing
nothing to ease heavy oversupply.
Data on Tuesday from industry group
the American Petroleum Institute
showed a surprise rise of 2.3 million
barrels in US crude stockpiles last
week. A Reuters poll of analysts had
forecast a fall of 1.4 million barrels. 

Investors are also positioned for a
rise in interest rates which would sup-
port the dollar. This makes oil, which is
priced in dollars, more expensive to
holders of other currencies. “The mar-
ket sentiment is that this will lead to a

higher dollar and push commodity
prices lower,” said Hans van Cleef, sen-
ior energy economist at ABN Amro in
Amsterdam. Markets are already pre-
pared for a 25 basis point increase but
will be closely watching the Fed’s policy
statement for indications of where
rates will go next year. In the latest
Reuters poll of over 90 economists, tak-
en Dec 4-9, the probability that the Fed
will raise rates from near zero rose to 90
percent from 70 percent. The Federal
Reserve is scheduled to release its deci-
sion yesterday at 2 pm EST (1900 GMT).

Yesterday Brent’s premium to WTI
US crude fell to just 27 cents, its low-
est since January, and the North Sea
benchmark may drop further relative
to WTI this week if the US government
repeals its decades-old ban on crude
exports. US lawmakers are scheduled
to vote on Thursday on tax and
spending bills which include a provi-
sion to lift the US export ban. To keep
the government going,  President
Barack Obama is certain to sign the
bills, paving the way for crude ship-
ments. “Global producers including
Russia and OPEC countries might have
to cut prices to compete with US shale
producers who could have room to
raise prices,” said Jasper Lawler, ana-
lyst at CMC Markets. “The extra com-
petition for market share from U.S.
shale can only add to the pressure on
OPEC.” — Reuters

Oil falls on oversupply 

LONDON: Gold rose yesterday as expecta-
tions that the US Federal Reserve will
announce its first interest rate hike in near-
ly a decade were tempered by speculation
it would hint at a slow pace for future rises.
Gold prices have fallen 10 percent this year,
largely on the back of speculation that US
rates will rise from record lows, lifting the
opportunity cost of holding non-yielding
bullion while boosting the dollar. They
have recovered from near six-year lows this
month, however, as attention switched
from the timing of the first hike to the pace
of future increases.

Spot gold was up 0.5 percent at
$1,065.40 an ounce at 1030 GMT, while US
gold futures for February delivery were up
$3.10 an ounce at $1,064.70. “The probabil-
ity of a rate hike happening is about 80
percent, so quite a lot of that news has
already been incorporated into gold
prices,” Capital Economic analyst Simona
Gambarini said. “We expect the Fed to be
very cautious in the statement, explaining
their view that rate hikes will be gradual,
and low rates will  be here for longer.
Everything will be dependent on a strong
economic recovery. That will be quite posi-
tive for gold.”

The Fed will announce its decision at
1900 GMT, with markets prepared for a 25
basis point increase to between 0.25 and

0.50 percentage points. Fed chair Janet
Yellen will follow the announcement with a
policy statement. In a Reuters poll of more
than 90 economists taken between Dec 4
and 9, the probability that the Fed will raise
rates rose to 90 percent. Yesterday, stock
markets rose and the dollar held steady
against the euro and a currency basket as
investors readied for the expected rise.
Those expectations have led investors to
scaling back positions in gold in recent
months. Holdings of the world’s largest
gold-backed exchange-traded fund, New
York-listed SPDR Gold Trust, are at their
lowest since September 2008.

Data from the Commodity Futures
Trading Commission (CFTC) showed
investors boosted bearish bets on gold to
record levels earlier this month, although
they have since edged back from that
peak. “The gold market is devoid of any
funds coming in from gold-backed
exchange-traded funds and jewelry
demand remains fairly soft,” said INTL
FCStone analyst Edward Meir. Among oth-
er precious metals, silver was up 0.6 per-
cent at $13.83 an ounce, having dropped
to its lowest in more than six years earlier
this week at $13.60 an ounce. Platinum was
up 1.3 percent at $866.25 an ounce and
palladium was up 0.1 percent at $565.31 an
ounce. —  Reuters

Gold prices rise ahead 
of US Fed hike decision


