
high as the Apple news reverberated across
related tech shares.

Sterling effort
Following its tumble to a five-year low

on Monday, investors remained wary of
gold. It reversed Tuesday’s rebound to trade
down 0.7 percent on the day to $1,090.95
per ounce. “We believe gold should range
trade around current levels, but do not dis-
miss the possibility of further price falls, giv-
en the lack of safe-haven interest,” Barclays
commodities analysts wrote in a note to
clients.

Crude oil futures were still under pres-
sure too, as investors worried about ample
supply. US crude was down 1.1 percent at
$50.30 and Brent shed 0.7 percent to
$56.66. In currencies, the euro was steady at
$1.0935, consolidating its rebound from
Monday’s three-month low of $1.0808, and
the dollar index was flat at 97.380. On
Tuesday, it rose as high as 98.151, a level

not seen since late April. Sterling was the
biggest mover among major currencies, lift-
ed by the BoE minutes. It was up 0.5 per-
cent against the dollar at $1.5630 and 0.6
percent higher against the euro, pushing
the single currency back below 70.00
pence.

Standard & Poor’s upgraded Greece’s
sovereign credit rating on Tuesday by two
notches and revised its outlook to stable
from negative, citing euro zone countries’
initial agreement to start negotiations with
Athens on a third bailout. European bond
markets awaited the Greek parliament vote,
sticking to narrow ranges. Benchmark 10-
year Bund yields fell a basis point to 0.77
percent, and Italian yields were steady at
1.96 percent. “The news flow since last
week’s deal does not fill us with great hope
about the design of the pending deal, which
is one reason we retain a fairly pessimistic
view about what has been solved in
Greece,” said Michael Michaelides at RBS. —
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Gold slides to 5-year low 
after months of inertia
Shaken investors stay away from gold

HYDERABAD: An Indian salesperson calculates the price of gold bracelets at
a jewelers in Hyderabad yesterday. —AFP

LONDON: Investors seeking alternative
assets are moving on from gold, whose fail-
ure to perform when its price was expected
to rise and recent volatility as demonstrated
by Monday’s price plunge are prompting
them to seek returns and protection else-
where. While the market’s bedrock of jewelry
buyers and central banks has largely stayed
intact, the wider investment universe long
courted by banks and gold bugs is now
once-bitten, twice shy. Gold prices,
becalmed since February after two years of
losses, fell to their lowest in five years on
Monday as heavy fund liquidation in Asian
hours pushed prices down through key chart
levels, triggering a wave of stop-loss selling.

At its Monday low, it had erased half the
gains from a 12-year bull rally that ran from
1999 to a record high near $2,000 an ounce
in September 2011. The slide was reminis-
cent of gold’s dramatic retreat in the second
quarter of 2013, when prices fell nearly $200
in just two days in April, and another 11 per-
cent in June. Since then, gold has largely
underperformed even in the face of seem-
ingly positive news. When concerns over
Greece’s financial stability arose in the first
half of 2010, gold rallied 13 percent. This
year, as the prospect of Greece exiting the
euro zone altogether hit markets, gold hard-
ly moved.

“There is an argument that gold hasn’t
done a great job recently of protecting
against financial market risks, and the US
dollar has done a much better job,” Investec
Asset Management portfolio manager
George Cheveley said. “With the recovery in
the US economy, this has led to a view that
the dollar as a safe haven has re-emerged”
at the expense of gold. Data released last
week showed hedge funds and money
managers sharply reduced their expecta-
tion that gold contract prices on the US
Comex market would rise, while holdings of
the largest gold-backed exchange-traded
fund fell to their lowest on Monday since
September 2008.

Gold’s recent retreat notwithstanding, in
terms of its relative value to other assets, the
metal is still looking overvalued. “If you look
at how gold looks compared to oil or copper,
or how it looks compared to US housing, for
instance, none of these measures look partic-
ularly attractive for gold,” Barings’ director of
asset allocation research, Christopher Mahon,
said. “So not only do you have an environ-

ment that doesn’t work for gold-in other
words, a fairly normal economic recovery-
but the value isn’t there. It’s still relatively
expensive compared to where it was in 2007,
and it performs badly on days when you’d
expect it to do well. None of it really adds up.”

Rate hike prospect
Potentially positive factors for gold have

been outweighed this year by the prospect
of the first U.S. interest rate hike in nearly a
decade. Ultra-low rates helped push gold to
record highs, but a rise in rates would make it
less attractive to hold non-yielding bullion,
while boosting the dollar. “We’re still in an
environment where people are focusing on
US interest rates,” Mitsui Precious Metals ana-
lyst David Jollie said. “There is definitely a
search for yield, and commodities are just
not in favor. That will limit the number of
people who will come in.” Where once gold
played a pivotal role, it now must compete
for investors like any other asset.

Gold historically was an integral part of
the financial system, with the ‘gold standard’
pegging the value of a given currency to a
set quantity of gold. The standard was
steadily abandoned throughout the last cen-
tury, and as European central banks sold
their reserves throughout the 1990s, gold
drifted towards 20-year lows. The market
turned around in 1999 after the central
banks agreed to cap their sales, before surg-
ing during the financial crisis that kicked off
in 2007. Prices jumped 30 percent that year,
and averaged annual gains of 15 percent for
the next five years. Gold attracted huge vol-
umes of investment, which fund managers
say saturated the market.

Gold’s performance over the last five
years has shown that it can sometimes fail to
perform as either the steady store of value it
proved to be in the 1990s, or as the appreci-
ating asset it was in the 2000s. “Up until three
years ago, gold as an investment asset came
up in every client meeting,” Ashok Shah,
investment director at London & Capital,
said. “Now it only comes up with very long-
term seasoned clients.” “A lot of clients have
stopped doing long-term planning,” he
added. “That has changed in favor of more
illiquid investment ideas, typically private
equity, real estate, in terms of farmland or
commercial real estate. Gold has reduced its
relevance even in long-term planning for a
lot of people.” —Reuters

LONDON: Shares fell yesterday, dragged down by
disappointment over US and European corporate
earnings, most notably at Apple Inc, the world’s
largest company. Retrenchment and caution
dominated trading in other assets, with the dollar
struggling to gain ground and commodities such
as gold and oil resuming their downturn. 

Meanwhile, the European Central Bank could
decide on providing extra liquidity to Greek
banks, while the parliament in Athens will vote on
reforms it must undertake for talks on a multi-bil-
lion euro bailout to start this week. Both could
help determine broader investor sentiment.
“Overnight losses in the US and Asia, and the fail-

ure of the US tech sector to provide earnings fire-
works-of the good kind-is weighing on Europe,”
said Brenda Kelly, head analyst at London Capital
Group.

US futures pointed to a fall of around 0.5 per-
cent at the open on the S&P 500. and 1 percent
on the Nasdaq. Apple shares were down almost 6
percent in pre-market trading as brokers started
to cut their price targets. The FTSEuroFirst 300
index of leading European shares was down a
third of one percent at 1,591 points. Germany’s
DAX fell 0.4 percent to 11,560 points and France’s
CAC 40 was down 0.3 percent at 5,091 points.
Britain’s FTSE 100 was down 1.1 percent, hit by

weakness in the mining and energy sectors, and
the latest Bank of England policy minutes which
showed “a number” of policymakers edging
towards raising rates.

European bourses were also weighed down
by a 4 percent fall in chip maker Arm Holdings.
Although ARM posted a 32 percent rise in sec-
ond-quarter profit, the results from Apple, a
major customer, hit hard. In Asia, MSCI’s broadest
index of Asia-Pacific shares outside Japan slid 0.9
percent, its biggest decline in two weeks. Japan’s
Nikkei stock index ended down 1.2 percent,
snapping its six-day rising streak and pulling
away from Tuesday’s nearly four-week closing

Stocks sour as Apple results leave bitter aftertaste

SINGAPORE: Oil prices fell yesterday after
industry data showed US crude inventories
rose last week when they had been expected
to drop, even as a weaker dollar helped to limit
deeper losses. Crude futures have steadied this
week after tumbling to three-months lows ear-
lier in July on concerns that higher Iranian
exports would add to an oversupplied market.
US crude held above $50 a barrel yesterday
after dipping below that mark this week for
the first time since early April. By 0657 GMT,
West Texas Intermediate (WTI) for September
delivery was trading 60 cents lower at $50.26 a
barrel, after closing 42 cent higher in the previ-
ous session.

The WTI August contract, which expired on
Tuesday, settled at $50.36 a barrel on its last
day of trade, after slipping as low as $49.77
during the session. September Brent futures
were trading 46 cents lower at $56.58 a barrel,
after rising 39 cents on Tuesday. Reuters tech-

nical analyst Wang Tao expected both bench-
marks to rebound to $51.90 and $57.97,
respectively. Prices came under pressure after
data from industry group American Petroleum
Institute (API) showed US crude stocks rose 2.3
million barrels in the week ended July 17.

In a poll by Reuters, eight analysts had fore-
cast US commercial crude oil stocks fell 2.3 mil-
lion barrels on average last week. “Any indica-
tion of rising oil inventories in this week’s EIA
weekly report is likely to weaken oil prices fur-
ther,” analysts at ANZ said in a note to clients.
The US Energy Information Administration
(EIA) report - more closely watched that the
API figures - is due out at 1430 GMT yesterday.
Besides pressure from the nuclear accord
between Iran and world powers, oil prices had
also been weighed down over the past week
as the dollar rose to three-month highs on
prospects for a US interest rate hike later this
year. —Reuters

Oil prices fall as industry data 
shows US crude stocks rising


