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LONDON: Gold was barely changed yesterday,
but some analysts say there is scope for further
downside after bullion endured its worst month
of losses since June 2013. Gold has shed about 7
percent in November and analyst Daniel
Briesemann at Commerzbank in Frankfurt reck-
ons that bullion has not yet stabilized. “Recently
there’s been a perfect storm against gold with
higher risk appetite, rising stock markets and
bond yields, massive ETF (exchange traded
fund) outflows and the withdrawal of specula-
tive financial investors,” he said.

“We don’t think this is over yet. Normally low-
er prices should attract higher demand, but the
Indian situation is putting the brakes on gold

buying.” The shock withdrawal of high-value
notes to fight “black money” in India, the world’s
second biggest consumer of gold, has hit gold
demand during the peak wedding season. Spot
gold yesterday was down 0.1 percent at
$1,187.67 an ounce at 1100 GMT. US gold
futures fell 0.1 percent to $1,186.70. 

Bullion has lost $150 from a Nov 9 post US
election high of $1,337.40 per ounce, hurt by a
rally in the US dollar on surging Treasury yields
as investors believed President-elect Donald
Trump’s policies would invoke faster inflation.
“Markets seem to accept Trump as good for
business,” said Joshua Rotbart, managing part-
ner at Hong Kong-based bullion services

provider J Rotbart & Co. 
An expected US interest rate hike by the

Federal Reserve in December has also been
pressuring gold. Gold is highly sensitive to ris-
ing rates, which lift the opportunity cost of
holding non-yielding assets such as bullion,
while boosting the dollar, in which it is priced.
The dollar hit its highest level against a basket
of major currencies for almost 14 years last
week and was slightly firmer yesterday as US
debt yields resumed their ascent. Oil surged
yesterday on prospects for an OPEC output cut
to curb oversupply.  

“The impact of an OPEC deal on gold would
be tricky to assess,” said Edward Meir, an analyst

with INTL FCStone. “A failure by OPEC to
agree on a credible cut will send oil prices
sharply lower and possibly drag gold down
with it.  However, we could see the dollar
weaken as a result of oil selling off and this
could boost gold,” Meir said. Silver rose 0.4
percent to $16.66 an ounce while platinum

added 0.1 percent at $918.49. Palladium
climbed to an intraday high of $772.70 an
ounce, its strongest since June 2015, paring
gains to $766.72, up 0.9 percent. Palladium
has risen over 23 percent this month, its
best since February 2008, outperforming
other metals. — Reuters

Gold pressured by firm dollar, vulnerable to downside

JAKARTA: Indonesian technicians work on the assembly line during a tour of the
newly launched BMW 7-series luxury car plant in Jakarta yesterday. — AFP 

HONG KONG: Asian stocks rose to three-
week highs yesterday, supported by  gains
on Wall Street and growing expectations
the dollar may be peaking after a hefty rally
since the US election pulled funds out of
emerging markets. Oil bounced as
investors looked ahead to developments at
the Organization of the Petroleum
Exporting Countries (OPEC) meeting in
Vienna later in the day. A six percent rise in
the dollar against a trade-weighted basket
of currencies since Republican Donald
Trump’s upset US election win has ham-
mered emerging markets, as investors
pulled money out in favor of US dollar-
based assets on bets Trump will boost fiscal
spending, growth and inflation.

More than $16 billion have been sucked
out of emerging markets in the two weeks
following the Nov. 8 vote but stock
exchange data in India, Indonesia,
Philippines, Taiwan, Thailand and South
Korea indicate the outflows may be slow-
ing. MSCI’s broadest index of Asia-Pacific
shares outside Japan rose 0.3 percent, its
highest since Nov 11. Still, it is set for a sec-
ond consecutive monthly drop in a sign of
the uncertainty around Trump’s presidency
and the outlook for global growth.

Australian shares were down 0.5 per-
cent, the Nikkei up 0.1 percent and South
Korea 0.4 percent higher. “We are starting
to see some pull back on the US reflation
trade and stabilization in US rates,” said Fan
Cheuk Wan, head of Asia investment strate-
gy at HSBC Private Bank. “As a result we see
good investment opportunities in the
Asian markets in the coming months, par-
ticularly in markets which have a strong

domestic focus and positive reform
progress.” Valuations also remain attractive
for Asian stocks. On a price-to-book basis,
MSCI Asia ex-Japan remains below a ten
year median value of 1.8 times, according
to Thomson Reuters data.

In currency markets, the dollar contin-
ued to take a breather against a trade-
weighted basket of its peers, down 1 per-
cent in the last four days. The dollar’s recent
gains - 7 percent versus the yen and 3 per-
cent against the euro - has come on the
back of expectations of stepped up fiscal
spending, higher inflation and a faster pace
of monetary tightening by the Federal
Reserve. However, market watchers say fur-
ther dollar gains will be hard fought. “The
expectations phase will likely end soon as
investors are focused on what the real
impact of the Trump administration would
be on the market,” said Yoshinori Shigemi, a
global market strategist at JPMorgan Asset
Management.

Treasury yields have edged lower after
peaking at 2.42 percent on the ten-year
benchmark bond last Friday. The curve, the
gap between the ten and two year yield, has
steepened by 20 basis points in the last
three weeks. Oil slumped by roughly 4 per-
cent on Tuesday before bouncing somewhat
as most analysts concluded the OPEC bloc
would cobble together a deal in Vienna to
cut production to some extent. The meeting
starts at 1000 GMT. Brent futures were up 0.9
percent at $46.80 per barrel while US crude
gained 0.6 percent to $45.50 per barrel. A
broad index of commodities was down 2
percent. Spot gold was up 0.4 percent at
$1192.74 an ounce. —Reuters

Asia stocks up
Dollar softness to help EM currencies

LONDON: Oil jumped more than 6 per-
cent and the dollar, US bond yields and
stocks all pushed higher yesterday as
signals from OPEC suggested the group
was closing in on a deal to cut produc-
tion. Combined with fresh concern
about China’s banking system, a stress
test for British banks and a raft of euro
zone data, the OPEC meeting topped
off a wild November for financial mar-
kets that has been dominated by
Donald Trump’s victory in the US presi-
dential election. Brent oil was still rising,
having surged back towards $49 a bar-
rel after OPEC’s secretary general said a
deal would be reached as he headed
into a meeting of the group in Vienna.

Top oil producer Saudi Arabia said a
deal was close despite some loose ends.
Iran, which is considered crucial to a
breakthrough because its output has
been rising after western sanctions
were lifted, said it was also “optimistic”. “I
think we are looking at a very positive
meeting,” added UAE Energy Minister
Suhail bin Mohammed Al-Mazroui, who
was echoed by counterparts from
Angola, Algeria and Nigeria. A possible
rise in oil prices has also been feeding
expectations for a rebound in global
inflation. Those expectations have been
gathering momentum since Trump
promised $1 trillion of new spending on
infrastructure.

It has meant an electrifying run for
the dollar, which was up at 1.0645 per
euro and 113.04 yen by 1020 GMT as it
headed for its strongest month against
the Japanese currency in seven years.
US Treasury yields-the benchmark for
global borrowing costs-were also rising
after a two-day pause. They hovered
just under 2.33 percent, having started
November at just over 1.8 percent.
“Dollar strength has mainly been driv-
en by expectations, so these can only
carry you so far,” Commerzbank curren-
cy strategist Esther Reichelt said. “In
the end we want to see some facts to

show these changed expectations are
justified.”

European stocks were lifted by a
jump in oil companies amid the OPEC
talk, although banks struggled as Royal
Bank of Scotland failed a Bank of
England stress test and Italian lenders
fell before a referendum on the coun-
try’s political system on Sunday. Worries
about China’s financial sector had also
spread in Asia overnight. Shanghai
stocks fell about 1 percent amid con-
cern about government moves to stem
capital flight and halt the recent sharp
fall in the yuan. “The stress could contin-
ue for a while,” said Gu Weiyong, chief
investment officer at hedge fund Ucom
Investment Co.  “Whether the situation
gets better depends on the willingness
of the central bank to inject more liq-
uidity into the system.”

Emerging pain
Emerging stocks rose marginally but

were headed for their biggest monthly
fall since January. Currencies hit by the
latest onslaught from the dollar were
also set to close November with hefty
losses. The Turkish lira and Mexican
peso have lost around 8 to 9 percent
versus the dollar for their biggest
monthly declines since 2008 and 2012
respectively. Not only riskier assets have
suffered. Gold is on track for its biggest
monthly decline since mid 2013, largely
pressured by the bets of a series of US
interest rate hikes over the next year. 

The euro has fallen over 3 percent.
Euro-zone inflation for November came
in at 0.6 percent year-on-year yesterday.
That was its highest in two years,
although still  below the European
Central Bank’s preferred level of just
under 2 percent. The ECB meets next
week, and expectations are the bank
will  extend its stimulus program,
already at more than 1.5 trillion euros.
Euro-zone government bond yields
nudged lower yesterday. —Reuters

Oil soars on OPEC hopes, 
dollar renews its surge


