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LONDON: Oil prices fell to their lowest in nearly six
months yesterday, as a rout in the Chinese stock
market cast further doubt over the outlook for
crude demand in the world’s top commodities
consumer. China’s already-volatile benchmark
stock index, with a combined market capitalization
of $4.6 trillion, has lost 10 percent in the last two
days of trade. Most household debt is linked to real
estate rather than the stock market, but with
Chinese economic growth struggling to stick at 7
percent, analysts say demand for crude may not be
enough to help mop up a global supply glut.

“Typically, equity markets do have a high cor-
relation to quarterly GDP growth,” Deutsche Bank
strategist Michael Lewis said. “Naturally, there is

some risk that this could spill into the real econo-
my. The more these things go down on a day-by-
day basis, that is starting to affect the potential of
Chinese demand growth being weaker.” Brent
was down 72 cents at $52.75 a barrel by 1054
GMT, having hit a session low of $52.28, its lowest
since early February, bringing the losses for July
to nearly 18 percent. Brent crude is on track for
its longest stretch of daily losses since March,
when the price hovered just dollars away from
six-year lows. US crude was last down 33 cents at
$47.06 a barrel after ending the previous session
down 75 cents.

Adding to the uncertainty over the health of
the Chinese economy is concern about rising

global oil production in a market already oversup-
plied by some 2 million barrels a day. Investors are
watching for weekly data on US inventory levels to
gauge the strength of demand. US commercial
crude oil stocks likely slipped last week after cross-
ing the five-year seasonal average build in the pre-
vious week, a preliminary Reuters poll of analysts
showed ahead of industry and official weekly
reports. Crude stocks fell about 300,000 barrels to
463.6 million barrels in the week ended July 24,
analysts estimated. “We’re not seeing the level of
demand in the US one usually expects related to
the summer drive-time,” said Jonathan Barratt,
chief investment officer at Sydney’s Ayers Alliance.
“The world is awash with oil.”—Reuters

Oil prices fall to lowest in nearly six months

MANILA: Demand for gold slid to its
lowest in six years in the second quar-
ter of this year as buyers from top con-
sumer China poured funds into its now
troubled equities market, an industry
report showed yesterday. Retail invest-
ment from China fell by a quarter and
jewelry demand by 23 percent in the
April to June period as stock markets
there soared, GFMS said in a quarterly
update. However, a subsequent plunge
in Chinese share prices from mid-June
has not helped bullion, it said, as some
investors were locked in and others
nervous about switching to different
asset classes while financial markets
are so volatile. 

After a 12-year bull run peaked in
2011, global prices of the safe haven
metal have struggled to gain traction.
Last week, gold sank to $1,077 per
ounce, its lowest in 5-1/2 years, after a
sudden sell-off in New York and
Shanghai, as investors worried about
Chinese growth and the prospect of
U.S. interest rate rises made the dollar
more attractive. “Gold has certainly
moved out of favor in China in recent
quarters,” GFMS analyst Andrew
Leyland said.

“I think Chinese demand was a reac-
tion to weak price performance, rather
than a cause. Both the equity market,
and the US dollar have promised
stronger returns than gold, and this put
investors off the yellow metal.” GFMS
was cautiously optimistic that both
demand and prices could start to pick
up in the final quarter of the year.
“Chinese purchasers tend to buy into
rallies, so when gold gets some upward
momentum Chinese purchasing should
support this,” Leyland said. China and
India are the world’s top gold con-

sumers. Physical demand there has not
picked up strongly despite a sell-off last
week that knocked global prices to 5-
1/2 year lows.

That contrasts to the explosion in
physical demand seen after gold prices
dropped sharply in the second quarter
of 2013. GFMS, a division of Thomson
Reuters, said global demand for gold
bars and coins fell 12 percent year-on-
year in April-June and was around 63
percent below the peak two years ago.
In the largest consuming sector, jewel-
ry, consumption dropped 9 percent
and production declined 6 percent,
GFMS said.  Overall physical demand
stood at 858 tons in the second quar-
ter, down 14.2 percent from a year
before. Central banks remained net
buyers of gold, but their purchases fell
62 percent year on year. That helped
push the physical surplus in the gold
market to its highest in five years at
196 tons, more than double the total of
a year before.

While jewelry consumption in India
increased 2.5 percent to 158 tons dur-
ing the period, gross imports fell 10
percent to the lowest in five quarters,
the report said. China and India con-
sumed almost the same amount of
gold in January-June, with China a tad
higher at 394 tons against India’s 392
tons, it said. GFMS forecast gold would
average $1,135 an ounce in the third
quarter against $1,192 in April-June,
before recovering to $1,175 in the last
quarter of the year. “It remains our view
that a US rate hike this year is already
priced into the market and that an
increase could well prompt a review of
asset allocations that leads to an
increase in gold holdings,” the report
said. —Reuters

Gold demand weakest since 
2009 in the second quarter

BEIJING: A Chinese investor monitors display of stock information at a bro-
kerage house in Beijing yesterday. Shanghai stocks were volatile yesterday
after falling the most in eight years the day before while other Asian mar-
kets also flitted between gains and losses. —AP

China shares gyrate; Beijing 
scrambles to calm markets

SHANGHAI: Chinese shares whip-sawed
between gains and losses yesterday, as
Beijing scrambled once again to prop up
a stock market whose wild gyrations
have heightened fears about the finan-
cial stability of the world’s second
biggest economy. After a plunge of more
than 8 percent in major indexes on
Monday, Chinese regulators said they
were prepared to buy shares to stabilize
the stock market, while the central bank
injected cash into money markets and
hinted at further monetary easing. A tug-
of-war morning trading session ended
with the CSI300 index of the largest list-
ed companies in Shanghai and Shenzhen
down 0.2 percent at the midday break,
while the Shanghai Composite Index was
1 percent lower.

Both indexes had lurched between
losses as deep as 5 percent and gains of
more than 1 percent. Monday’s dramatic
slide shattered three weeks of relative
calm for Chinese equities, secured
through heavy government intervention
in which authorities pumped liquidity
into the market while effectively barring
many investors from selling. The rapid
sell-off, which saw China’s major indexes
suffer their biggest one-day loss in more
than eight years, may have been partly
due to authorities testing the water for
withdrawing some of that heavy-handed
support.

Three people in the banking industry
with direct knowledge told Reuters on
Monday that the state-run margin lender
had returned ahead of schedule some of
the funds it borrowed from commercial
banks to stabilize the stock market. “The
authorities picked an inopportune time
to float a trial balloon about scaling back
market support operations,” wrote Tim
Condon, head of research Asia for ING
Bank in Singapore, in a note yesterday.
“Lesson learned: sentiment manifestly
remains fragile. We expect a show of
force from the authorities today to
ensure the market closes higher.”

Knock-on effect
The wild volatility in China’s markets

has stoked fears among global investors
about the broader health of the Chinese
economy, hitting prices of growth-sensi-
tive commodities such as copper, which

hit a 6-year low on Monday. The
renewed slump hit Wall Street stocks
overnight, and sent Asian investors scur-
rying yesterday for safe-haven assets
such as government bonds and the
Japanese yen. But, while recent stock
market weakness will have caught out
many Chinese retail investors and com-
panies, the relatively low rate of stock
ownership by households and a discon-
nect between valuations and economic
fundamentals mean the impact on the
economy is likely to be less than it would
be in other markets. The People’s Bank of
China said yesterday it would inject 50
billion yuan ($8.05 billion) into money
markets in its biggest liquidity boost
since July 7, near the trough of the last
market sell-off.

The central bank also said, in a state-
ment before the stock market opened,
that it would use “various monetary
tools” to maintain “appropriate levels of
liquidity”, a signal that the further mone-
tary easing that many analysts have pre-
dicted could be in store. Despite a slow-
ing economy, China’s main stock indexes
had more than doubled over the year to
mid-June, when a sudden swoon saw
shares lose more than 30 percent of
their value in a matter of weeks. Markets
finally began stabilizing again in the sec-
ond week of July after a barrage of offi-
cial support measures. China’s central
bank cut interest rates,  brokerages
formed stabilization funds and regula-
tors lifted restrictions on pensions and
insurers investing in stocks, an implied
combined total verbal commitment of
almost $800 billion. 

Beijing also cracked down on “mali-
cious” short-sellers in the futures market,
froze IPOs to prevent a liquidity drain and
looked the other way as around 40 per-
cent of companies suspended trading in
their shares to escape the rout. In the lat-
est in a series of supportive commen-
taries from state-owned media, the
Shanghai Securities News said in a front
page editorial yesterday that investors
should view the latest sell-off “logically”
and that China’s economic fundamentals
were still sound. “The stable development
trend of the A-share (domestic)market
will not be altered by a single day
plunge,” it said. —Reuters


