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WASHINGTON: US home values rose at a meas-
ured pace in November, a sign that demand
remains weak as many buyers have been priced
out of the market. Prices increased 5.5 percent
in November compared with 12 months earlier,
real estate provider CoreLogic said yesterday.
That was up slightly from October’s year-over-
year increase of 5.4 percent, which was revised
downward from a previously reported 6.1 per-
cent.

The housing market faces an affordability
crunch. Many potential buyers were sidelined
by double-digit home price gains in 2013,
which eclipsed average wage growth of roughly
2 percent. That affordability gap caused sales to
slide in 2014, restraining price growth in recent
months.

CoreLogic projects that price growth will
remain mild as the US real estate market contin-
ues to recover from the lows reached after the
Great Recession. Nationwide, home prices
remain 12.9 percent below their April 2006
peak. Over the next 12 months, CoreLogic
expects that home values will rise 4.6 percent.
The firm estimates that roughly half the coun-
try’s homes will match or surpass their pre-

recession prices by the middle of 2015.
But “pockets of weakness” are surfacing in

some parts of the country, noted Sam Khater,
deputy chief economist at CoreLogic. In three of
the states with the highest annualized gains in
November - Texas (8.5 percent), Colorado (8.8
percent) and North Dakota (7.9 percent) - home
values have “been benefiting from the energy
boom,” Khater said. But as oil prices have more
than halved from $107 a barrel in June, home
values in these states may see downward pres-
sure, he said.

Prices nudged up just 2.5 percent over the
past 12 months in the Washington, DC metro
area.  That slowed growth in surrounding states,
with Maryland chalking up a nearly flat 0.1 per-
cent gain and Virginia prices increasingly only
1.8 percent.

Still, home values increased a solid 9 percent
in Michigan and 7.6 percent in California. And
falling oil prices correspond with cheaper gaso-
line, which could free up income for Americans
to spend on homes. Economists also expect that
solid hiring over the past year should produce
stronger wage growth in 2015, which would
also help with affordability.  The National

Association of Realtors estimates that 2015 sales
will total 5.3 million. The trade group forecasts
that 4.9 million existing homes were sold in
2014, down 3 percent from 5.1 million in 2013.
Analysts say sales of roughly 5.5 million existing
homes are common in a healthy real estate mar-
ket.

Meanwhile, orders to US factories fell for a
fourth straight month in November, with
demand in a key category that signals business
investment plans down for a third month. The
Commerce Department says factory orders
dropped 0.7 percent in November after a similar
0.7 percent fall in October. The November weak-
ness came from decreases in demand for pri-
mary metals, industrial machinery and military
aircraft.

A closely watched category that serves as a
proxy for business investment spending
dropped 0.5 percent in November, the third
straight decline, the longest stretch of weakness
in this category since 2012. Economists, howev-
er, remain optimistic that the drop in orders is a
temporary soft patch and a stronger economy
with increased consumer spending will trigger a
rebound in demand in 2015. —AP

US home prices coasting 
upward in November

Factory orders edge lower

LONDON: Lloyds Banking Group wants
Britain’s financial regulator to grant it a
waiver from new rules requiring banks to
have separate boards of directors for their
retail and investment operations, sources
said.

The Bank of England (BOE) is forcing
banks to establish a boundary around their
branch activities to protect taxpayers from
any future exposure to the multibillion-
pound bailouts required to rescue lenders
during the 2007-09 financial crisis. Among
the requirements will be new boards for
the supposedly safer, ring-fenced entities,
new staff contracts and separate pension
schemes. Banks will also need to separate
their risk-management and IT operations.

By dividing up a bank’s activities, it
would make it easier to wind up troubled
sections without the risk of dragging down
the healthy parts of the business. The
Financial Times reported late on Monday
that Lloyds was seeking an exemption from
the board requirement, arguing that
because more than 90 percent of its opera-
tions will sit inside of the ring-fence there is
no need for a separate board.

The BOE’s Prudential Regulation
Authority has said it will take a “proportion-
ate approach” to how the rules are applied.
“The PRA will consider applications from
firms for modifications of rules,” the regula-

tor said in a consultation paper published
in October.

In the consultation paper, the regulator
said it had a “discretionary power to waive
or modify rules...where the application of
rules would be unduly burdensome or
would not achieve the purposes for which
the rules were made”. Any bank with 25 bil-
lion pounds of UK deposits will need to set
up a ring-fenced unit by 2019. At present,
six lenders would be affected-HSBC, Lloyds,
Barclays, Royal Bank of Scotland, Santander
UK and the Co-operative Bank.

Andrew Tyrie, head of an influential par-
liamentary committee that scrutinizes
Britain’s finance ministry, has warned that
banks could look to find ways around the
ring-fence and should face the threat of
being broken up if they do. Britain’s biggest
customer-facing banks-Lloyds and RBS-
hope to include as much as possible within
the ring-fenced entity, whereas those with
more risky investment activities, such as
Barclays and HSBC, want fewer of their assets
to be kept within the ring-fence, industry
sources have said. Barclays plans to keep its
Barclaycard credit card division outside of
the ringfence, the sources said. Barclays and
HSBC are also expected to set up separate
subsidiaries for their IT operations and other
functions. Banks must submit their plans to
the PRA by yesterday.—Reuters

Lloyds hopes for waiver 
from ring-fenced rules

RICHARDSON: A for sale by owner sign sits in front of a home in Richardson, Texas. Real estate data provider CoreLogic reports on November
home prices yesterday. —AP

China HSBC services PMI 
touches 3-month high
Analysts expect more stimulus as economy cools

BEIJING: China’s services sector grew at its
fastest pace in three months in December as
new orders remained strong, a private survey
showed, an encouraging sign of strength even
as manufacturing activity slows and the proper-
ty market softens. The robustness in the services
sector contrasted sharply with surveys last week
which showed Chinese factories were strug-
gling at the end of 2014, suggesting a further
loss in economic momentum.

Those findings reinforced expectations that
more stimulus measures are on the cards, either
in the form of more liquidity injections by the
central bank, interest rate cuts or reductions in
the amount of reserves banks must hold to
encourage them to lend.

“Given the traditional industrial sector is still
under pressure, more policy loosening is neces-
sary,” said Zhou Hao, ANZ economist in
Shanghai. “Recent moves by the central bank
showed they actually kept a relatively loosening
policy stance to lift growth, even though they
seem to not want to send a strong easing sig-
nal.”

The HSBC/Markit Services Purchasing
Managers’ Index(PMI) picked up to 53.4 last
month from November’s 53.0, well above the
50-point level that separates growth from con-

traction in activity on a monthly basis. A sub-
index measuring new business cooled slightly
to 53.9 in December from a 2-1/2 years high of
54.2 in November, but remained well in expan-
sion territory.

The labor market was also buoyant, with the
employment sub-index hitting an 18-month
high as companies expanded.  Chinese leaders
suggested last year they could tolerate some-
what slower economic growth as long as labor
markets remained healthy. But services firms
were not so optimistic on the outlook. A sub-
index for business expectations for the year
ahead dipped to the lowest level since August
2014, with many firms saying increasing compe-
tition was dampening their pricing power.

“The services sector continued to hold up
well amidst the manufacturing downturn, pro-
viding some counter-weight to the downward
pressures on the economy,” said Qu Hongbin,
chief China economist at HSBC.

“We continue to believe that there is insuffi-
cient demand in the overall economy and more
(policy) easing measures are warranted in the
coming months.”

Flagging growth 
A similar official survey released last week

showed similar strength, with the services PMI
rising to 54.1 in December from November’s
53.9. That survey focuses more on larger, state-
owned firms.

Hurt by a sagging housing market as well as
slowing domestic demand and investment,
China’s economy is expected to grow at its slow-
est pace in 24 years in 2014, with annual growth
seen at 7.4 percent. With weakness in property
and fixed investment expected to persist for
much of this year, and bad loans likely to rise,
some economists have urged Beijing to set a
2015 growth target of 7 percent for 2015, com-
pared with 7.5 percent for 2014.

After saying for months that China doesn’t
need any big economic stimulus, the central
bank unexpec tedly cut  interest  rates  in
November for the first time in more than two
years to support growth. It has also loosened
some lending restrictions to persuade banks
to make more loans and injected funds into
the banking system in an attempt to bring
down high funding costs. Those moves may
have bought the central bank some time to
see if conditions improve, though many econ-
omists still expect more rate cuts as well as
reductions in banks’ required reserve ratios
(RRR) this year. — Reuters 

LONDON: Britain’s banks will be paying out
compensation to customers mis-sold loan
insurance for years to come, having already
set aside 24 billion pounds ($36.5 billion) to
deal with the issue, the chief financial
ombudsman said. The Financial
Ombudsman Service, which steps in when
banks and their customers can’t reach an
agreement, said it expected to settle
250,000 disputes about the mis-selling of
payment protection insurance (PPI) in the
next financial year.

PPI policies were meant to protect bor-
rowers in the event of sickness or unem-
ployment but were often sold to those who
would have been ineligible to claim and
the resulting compensation bill has made it
Britain’s costliest ever consumer scandal.
The ombudsman said it was continuing to
receive around 4,000 complaints about PPI
each week, although that is down from a

peak of 12,000 cases a week in late 2012.
“Complaints about PPI are still the main

driver of financial disputes. And although
numbers are slowly declining, it will be
years before we can truly say this mis-sell-
ing scandal is over,” Chief Ombudsman
Caroline Wayman said yesterday. Lloyds
Banking Group has set aside 11.3 billion
pounds for compensation, more than any
other bank. Barclays ,  Royal Bank of
Scotland and HSBC have also set aside bil-
lions of pounds. In its proposed plan and
budget for the 2015/16 financial year, the
ombudsman said it would take on 200 new
staff to deal with new complaints relating
to PPI and other matters.

The ombudsman, which is funded by
the financial services industry, said it
planned to freeze case fees paid by busi-
nesses and reduce its cost to the industry
by 13 percent. —Reuters

BANGKOK: An electronic board showing stock movements is seen at a private trading firm in Bangkok yesterday. Tokyo’s Nikkei led an
Asian share slump following painful losses in New York and Europe, with fears sparked by the global slump in oil prices and the Greek
political crisis. — AFP 

UK banks years away from end to 
mis-selling scandal: Ombudsman

LONDON: Energy hedge fund Andurand
Capital returned 38 percent in 2014 betting
on the collapse in oil prices, a source famil-
iar with the matter said yesterday, emerg-
ing as one of the biggest winners from the
near halving in crude since June. French
fund manager Pierre Andurand, who made
his name in 2008 by calling the sharp rise
and subsequent collapse in oil prices that
year at his BlueGold fund, launched
Andurand Capital in 2013.

The London-based fund had $400 mil-
lion of assets under management at the
start of this year, the source said. The return
of 37.9 percent was net of all management
and performance fees. Returns not includ-
ing performance fees were 47.4 percent.
Most of the returns came in the last two
months of the year, as Andurand bet on the
sharp drop in crude prices accelerating.

The fund was up only slightly for the
year at the end of October, when Andurand

predicted at London’s Oil & Money confer-
ence that the market could drop to $50 a
barrel-well below the roughly $85 a barrel
North Sea Brent was trading at the time.

Brent hit a 5-1/2 year low of $51.23 a
barrel yesterday, down by more than 50
percent from the 2014 high near $115 a
barrel. Speaking in December, Andurand
said wild price swings would continue after
the Organization of the Petroleum
Exporting Countries (OPEC) declined to cut
production, choosing to compete to hold
on to market share rather than trying to
prop up the price.

“There needs to be real pain in the oil
market before the price can go back up,”
Andurand said in December, predicting a
number of high-cost producers would go
bankrupt before the US-led surge in shale
supplies slowed enough to balance the
market. Andurand Capital declined to com-
ment yesterday. —Reuters

Hedge fund manager 
Andurand strikes gold again

by betting on oil crash

RAWALPINDI: A Pakistani watch repairer tends to a timepiece at his roadside stall in
Rawalpindi yesterday. Pakistan’s official reserves crossed a historic high of $15.098
billion in December. —AFP

US stocks edge higher at 
open; oil extends decline

NEW YORK: US stocks opened slightly higher
yesterday, after a big slump on Monday. The
price of oil continued to slide and the yield on
the 10-year Treasury note fell below 2 per-
cent. KEEPING SCORE: The Standard & Poor’s
500 index gained four points, or 0.2 percent,
to 2,025, as of 9:52 a.m. Eastern. The Dow
Jones industrial average rose 42 points, or 0.3
percent, to 17,547. The Nasdaq composite
was flat at 4,649.

OIL SLIDE: US crude continued to fall,
dropping $1.11 to $48.94 a barrel on the New
York Mercantile Exchange. The price of oil has
fallen by more than half since trading as high
as $107 in June. Brent crude, the global
benchmark, was down 94 cents at $52.16 a
barrel. It plunged $3.31 on Monday.

IMPACT: The prolonged slide in oil prices

should help economic growth by reducing
energy costs, however investors worry that
the large scale of the downturn could foretell
a global economic slowdown. Also, as the
price of oil falls, energy companies might cut
jobs, put off investment or go out of business.

EUROPE’S DAY: Germany’s DAX rose 1.1
percent and France’s CAC-40 rose 0.4 percent.
Britain’s FTSE 100 edged up 0.3 percent.

EURO JITTERS: The possibility that Greece’s
anti-austerity Syriza party might win national
elections this month has fed doubts about
whether the country will stick to terms of its
bailout and remain in the euro bloc.
Meanwhile, a new survey showed that eco-
nomic growth in the euro-zone was weak at
the end of 2014, suggesting that a robust
recovery is still a dim prospect.—AP


