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Gold recovers from
biggest dip in 5 months 

LONDON: Gold edged higher yesterday, recovering from its
biggest daily loss in five months as stocks and the dollar retreated,
but remained near multi-year lows after the US Federal Reserve lift-
ed interest rates for the first time in nearly a decade.

The metal has recovered some lost ground after bottoming out
on Thursday at $1,047.25 an ounce, within a few dollars of a near
six-year low reached on Dec 3.

Spot gold was up 0.6 percent at $1,057.51 an ounce at 1230
GMT, while US gold futures for February delivery were up $7.30 an
ounce at $1,056.90. The rate hike sparked a surge in the dollar and
global stocks on Thursday, but led to a 2 percent slide in gold.
Rising rates lift the opportunity cost of holding non-yielding bul-
lion, while boosting the dollar, in which it is priced.

Gold has tumbled 11 percent this year as investors awaited the
rate rise. Now that it is out of the way, attention is turning to the
pace of further increases.

“Hiking cycles aren’t always bearish for gold. The data is pretty
mixed historically,” Macquarie analyst Matthew Turner said. “The
Fed is more aggressive in its forecast of interest rate rises than the
market, but so are they in their expectation of rising inflation. One
will only come true if the other does.” “That might support gold, or
at least neutralise the hiking cycle.” Gold is often seen as a hedge
against inflation. In other markets, global stocks fell and the dollar
sagged slightly, taking pressure off gold. 

The metal could revisit $1,000 an ounce for the first time in six
years if it breaks below its early December low at $1,045 an ounce,
according to technical analysts.

“If we can take the low out, which I don’t think is unreasonable,
$1,033 is the next stop-that’s the high from 2008 — and then
$1,006, and the $1,000 figure is really the level you should be talk-
ing about,” Credit Suisse analyst Christopher Hine said. — Reuters

SINGAPORE: Global growth in coal
demand ground to a halt last year for the
first time in two decades, but India and
Southeast Asian countries are keeping
the dirty power burning despite calls to
switch to cleaner energy,  the IEA said
yesterday.

The share of coal is seen dropping in
the energy mix of China, as demand lev-
els off amid slower economic growth
there, the International Energy Agency
said in a report.

Renewable energy sources hydro,
wind and solar power may be playing an
increasing role in sating global demand
while coal capacity ages and shrinks, but
India and the Association of Southeast
Asian Nations (ASEAN) are “remaining
centres of significant coal growth,” the
report said. Those centres saw demand
increasing by 112 million tonnes in 2014
— which compares with a falloff in coal
demand in the highly-developed OECD

area of 47 million tons.
Oil rarely competes with coal, but gas,

whose price is linked to oil, has emerged
as an alternative to coal amid falling
crude prices, and gaining market share in
some countries, including the United
Kingdom, the report noted.

Coal was the bedrock on which
Britain’s Industrial Revolution was built-
but the country’s last mine, at Kellingley
in Yorkshire, would close Friday ending
an era for power generation.

Coal’s share of power generation in
Britain remains at 20.5 percent-imports
will fill the gap-albeit down from 28.2
percent in 2014, according to the latest
UK government data. The new govern-
ment in Poland, where 90 percent of elec-
tricity is coal-generated, said last month it
will remain attached to coal even as EU
partners try to phase it out owing to its
role in producing carbon emissions.

Poland had earlier refused to endorse

an amendment to a UN carbon-cutting
pact requiring it to cut greenhouse gas
emissions.

Coal’s ‘golden age’ ends in China 
Lowering its world demand forecast

by over 500 million tons of coal-equiva-
lent (Mtce), the IEA said that “the golden
age of coal in China seems to be over”. It
added that while China’s share of coal in
its energy output would slide from 29
percent to 27 percent by 2020, India
alone would account for half of global
demand growth-ASEAN states account-
ing for half the remainder. 

But there is scant evidence the rela-
tive Chinese falloff in coal usage will
result from any commitment to cleaner
energy use in the wake of the Paris con-
ference on climate change. Rather, the
coal slide looks largely a consequence of
weaker  output projections for energy
intensive sectors such as steel and

cement. 
The report added Beijing had little

scope to slash coal’s share “given that
gas and oil power generation is very lim-
ited in China,” which uses half of global
coal.

It did, however, highlight China’s
attempts “to diversify away from coal to
achieve a more energy-efficient econo-
my and to address local
pollution.”Noting increasing US gas pro-
duction, the report forecast that the
decline in US coal demand is inevitable
to below 35 percent of energy produc-
tion by 2020 as renewables and shale
gas move towards center-stage.  But
despite reports of its pending demise in
a world looking to become progressively
greener, coal in 2013 still accounted for
approximately two fifths of global elec-
tricity needs. Its 29 percent share of total
world energy supply made it second
only to oil’s 31 percent. — AFP

Coal demand burning out, except in India, SE Asia: IEA

TOKYO: The Bank of Japan tweaked its
lavish stimulus program yesterday in a
well-timed move that spotlights pres-
sures on companies to do more to sup-
port growth by raising wages and
investing in factories and equipment.
This week, the US central bank raised its
key interest rate by a quarter percent-
age point, signaling confidence in the
US recovery at a time when Japan is still
struggling to re-ignite growth after
years of stagnation.

The BOJ said Friday after a scheduled
policy meeting that it will expand pur-
chases of shares in exchange traded
funds, for companies that increase hir-
ing and investment, by 300 billion yen
($2.4 billion) from the current 3 trillion
yen ($24 billion).

Coming so soon after the Fed’s
announcement, the BOJ’s policy meet-
ing drew more than the usual amount of
speculation over whether more stimulus
was planned.

The news briefly pushed the Nikkei
225 stock index up about 500 points, or
more than 2 percent, though it lost
those gains to close down 1.9 percent.
The dollar also jumped against the
Japanese yen, to over 123 yen to the
dollar, before falling back to 121.70,
down from its previous close of 122.58.

The BOJ has been pumping tens of
trillions of yen (trillions of dollars) a year
into the economy by buying up govern-
ment bonds and other assets. The over-
all scale of the program remains intact.

The central bank has yet to make
much progress toward a 2 percent infla-
tion target that might signal the recov-
ery has taken hold. The BOJ’s policy tin-
kering sends a message to companies. It
also is meant to show the central bank
still has room to maneuver despite the
near-zero interest rates, Masaaki Kanno
of JPMorgan said in a research note.

An answer
“We believe that today’s fine tuning

of the monetary policy is an answer
from the BOJ that there still exists the
tools of additional easing,” he said.

Thanks to the unprecedented bar-
rage of “quantitative easing” by the
BOJ, corporate profits have ballooned
to record levels. A weak Japanese yen
swells the value of companies’ overseas
profits when brought back to Japan.

Those cash piles exceed 300 trillion
yen ($2.44 trillion), or about 60 percent
of Japan’s GDP. With the success of his
“Abenomics” stimulus strategies at
stake, Prime Minister Shinzo Abe has
stepped up pressure on corporations to
spend more of that money on raising
wages and investing in factories and
equipment.

Friday’s move is meant to create
fresh incentives to do so. The BOJ’s said
its purchases wil l  be of ETFs that
include shares in companies that are
“proactively making investment in

physical and human capital.”
Exchange traded funds are invest-

ment funds traded on stock exchanges
that track an index or assets such as
shares, bonds and commodities. The
central bank also is designating a simi-
lar category of such companies for spe-
cial  support for lending and has
extended a special loan support pro-
gram that largely is aimed at compa-
nies hit by the 2011 disasters in north-
eastern Japan.

The BOJ also decided to extend the
average maturity of the government
bonds it buys to 7-12 years from 7-10
years and to increase its real estate
investment trust purchases.

It  also extended to 10 years the
amount of time it will take to sell off
stocks it has purchased as part of its
asset buying program, to help minimize
the impact on share prices. The initial
period was five and a half years. — AP

TOKYO: Bank of Japan (BOJ) Governor Haruhiko Kuroda answers
questions during a press conference after the two-day policy meet-
ing at the headquarters in Tokyo yesterday. — AFP

BOJ tweaks stimulus to fuel 
corporate spending, hiring

Well-timed move to spotlight pressure on firms

NEW DELHI: Indian Prime Minister Narendra Modi
(right) shares a light moment with Chief Executive
Officer of Google Sundar Pichai during a meeting in
New Delhi yesterday. —AFP


