
B U S I N E S S
SATURDAY, JULY 2, 2016

LONDON: Oil prices eased yesterday as the
market’s focus returned to oversupply as
production from Nigeria and Canada
revived, and OPEC output reached a record
high in June.

Despite yesterday’s losses, oil prices
were on track for the first weekly gain in
three weeks after a bullish run this week on
strong buying following Britain’s vote in
favour of leaving the European Union.
Global benchmark Brent crude futures were
down 17 cents at $49.54 a barrel at 1203

GMT. US West Texas Intermediate (WTI)
crude was trading at $48.18, down 15 cents
day on day. “Oil has settled down after the
initial short covering squeeze earlier in the
week,” said Ole Hansen, commodity strate-
gist at Saxo Bank in Copenhagen.

“A rising contango indicates that the
market is getting ready to absorb returning
supply from Nigeria and Canada.” Militant
attacks in Nigeria had brought production
to the lowest in 30 years but no new attacks
have been carried out since June 16, allow-

ing production to slowly ramp up.
In Canada, oil sands output was also grad-

ually increasing after wildfires had curtailed
production. As of Wednesday, around 400,000
barrels per day of production were still affect-
ed in the Fort McMurray area. Adding to over-
supply concerns, a Reuters survey showed
OPEC production rose to a record high in
June. Stronger supply from major Middle East
producers, except Iraq, underlined their focus
on maintaining market share. Despite grow-
ing signs of lingering oversupply, US Energy

Secretary Ernest Moniz said on Friday he
expected oil supply and demand to balance
by 2017. Analysts at Barclays took a different
view, cutting their crude price forecasts on the
back of expectations for reduced economic
growth and oil demand following Britain’s
vote to leave the EU. The bank trimmed its
Brent and WTI price forecasts for 2016 by $3
each, to $44 and $43 a barrel. “Markets have
experienced only the tip of the iceberg in
terms of the impact of the UK’s ‘leave’ vote,”
analysts said in a note. — Reuters

Oil falls as oversupply concerns return 

CANTON: Vehicles are suspended above other installation stations as they are moved along the assembly line at the
Nissan Canton Vehicle Assembly Plant in Canton, Mississippi. — AP

WASHINGTON: American manufactur-
ing expanded for the fourth straight
month in June, hitting the strongest
reading since February 2015 as the out-
look for new orders and production
improved.

The Institute for Supply Management
said yesterday its manufacturing index
rose to 53.2 last month from 51.3 in May.
Anything above 50 signals growth. The
report suggests US factories are show-
ing some signs of stability after being
pummeled at the beginning of last year
by a rising dollar, shuttered oil produc-
tion and weak global economic growth.

The ISM index stayed below 50 from
October through February, before shak-
ing off these setbacks beginning in
March. Orders began to rebound as fac-
tories adapted to the financial head-
winds and as the dollar’s appreciation
became tempered and oil  prices
stopped plunging.

New orders and production both
accelerated, while a measure of employ-

ment turned positive after signaling
contraction in prior months. Thirteen of
18 manufacturing industries reported
growth last month, including primary
metals and textiles. The ISM, a trade
group of purchasing managers, surveys
about 200 US companies each month.

But other indicators show that US
manufacturing continues to struggle,
limiting the ability of the US economy to
expand faster. 

Until last month, the employment
component of the ISM’s index had indi-
cated that factories were shedding
workers. Since January, manufacturers
have let go of 53,000, according to the
Labor Department.

Similarly, the Federal Reserve’s meas-
ure of manufacturing output slipped 0.4
percent in May, as auto plants’ produc-
tion fell. Orders to US factories for long-
lasting manufactured goods also
dropped in May. The Commerce
Department said last week that demand
for durable goods slid 2.2 percent last

month after rising 3.3 percent in April
and 2 percent in March.

Meanwhile, US construction spend-
ing fell for a second month in May, with
weakness in all areas of building. The
Commerce Department says construc-
tion spending declined 0.8 percent in
May following a 2 percent plunge in
April ,  which had been the biggest
monthly setback in five years.

Spending on housing was flat as a 1.8
percent advance in apartment construc-
tion was offset by a 1.3 percent fall in
single-family activity. Nonresidential
construction was down 0.7 percent, with
a contraction in the category that
includes shopping centers. Government
activity dropped 2.3 percent to mark the
third straight decline. The back-to-back
declines in overall construction caught
analysts by surprise. They had been
expecting a rebound following the big
drop in April. Economists still expect
construction will be a positive for the
overall economy. — AP

US manufacturing 

accelerates in June 

Construction spending fell again in May

OPEC basket price 

holds at $46.27pb

VIENNA: The OPEC daily basket price stood at $46.27 a barrel
Thursday, compared with $45.82 the previous day, the OPEC said
yesterday. The monthly average of the OPEC basket price for May
hit $43.21 pb, compared with $37.86 pb in April, it added.

The new OPEC Reference Basket of Crudes (ORB) is made up of
the following:  Saharan Blend (Algeria), Girassol (Angola), Oriente
(Ecuador), Iran Heavy (Islamic Republic of Iran), Basra Light (Iraq),
Kuwait Export (Kuwait), Es  Sider (Libya), Bonny Light (Nigeria),
Qatar Marine (Qatar), Arab Light (Saudi  Arabia), Murban (UAE)
and Merey (Venezuela).  

Iraq LPG shipment 
Iraq will export its first shipment of liquefied petroleum gas

(LPG) today from the southern Umm Qasr port, an oil ministry
spokesman said. Asim Jihad said the 2,000-ton shipment was part
of the government’s strategy to supplement exports of crude oil,
which provides most of Iraq’s revenues, and condensates. LPG is
used primarily in homes and vehicles. — Agencies

Tajikistan awards 

contract to build 

$3.9bn mega-dam

DUSHANBE, Tajikistan: Tajikistan announced yesterday it
had awarded the Italian company Salini Impregilo a $3.9 bil-
lion (3.5-billion-euro) contract to build a hydroelectric dam
that threatens to raise tensions in Central Asia. The ex-Soviet
country’s presidential press service said a state commission
approved on June 27 the Rogun project seen as vital to the
water-rich republic’s efforts to step up electricity production.

The dam on the Vakhsh river, which at a planned 335
metres (1,099 feet) would be the tallest dam in the world, was
begun during Soviet times but faces major opposition from
downstream Uzbekistan.

Tajikistan’s more populous and militarily powerful neigh-
bor depends on water that flows through Tajikistan for its
agricultural sector.  Uzbekistan’s septuagenarian President
Islam Karimov has in the past even warned of potential wars
over water in the economically depressed and occasionally
volatile region. Tajikistan views Rogun as a means of ending
regular winter power outages in the republic and increasing
electricity exports to the wider region. —AFP

US auto sales may hit 

record in first 6 months

DETROIT: US auto sales may be slowing, but they’re still expected
to set a record in the first six months of this year. Sales through
June were expected to be up 2 percent over last year to 8.66 mil-
lion, according to Kelley Blue Book. After six straight years of
growth - and record sales of 17.5 million last year- US sales are
beginning to plateau. In the first six months of last year, for exam-
ple, sales were up 4 percent, or double the pace of this year. But
low gas prices, low interest rates, enticing new vehicles and strong
consumer confidence should keep them at a very high level.

“As long as economic conditions-like low unemployment and
easy access to credit-continue, the industry will be in a strong
position through the busy summer sales months,” said Jessica
Caldwell, director of industry analysis for the car shopping site
Edmunds.com. —AP


