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LONDON: Gold steadied near $1,320 an ounce
yesterday as traders awaited the outcome of a
two-day Federal Reserve policy meeting later,
which will be closely watched for any clues on
the scale and pace of interest rate hikes this year.
Spot gold was $1,319.56 an ounce at 1200 GMT,
little changed from $1,319.84 late on Tuesday.
US gold futures for August delivery were down
$1.40 an ounce at $1,319.40. 

The Fed is expected to leave rates unchanged
at this meeting, but its policy statement, due
after European markets close, is predicted to
sound a more positive note on the economy
that may boost expectations for a rate rise later
this year. Gold is particularly sensitive to rising

US rates, which would lift the opportunity cost
of holding non-yielding bullion, while boosting
the dollar, in which it is priced. “Our economists
are expecting a rate hike in December, but if the
Fed starts to sound hawkish now, that could
weigh on gold,” UBS analyst Joni Teves said.
“There are downside risks here.”

The dollar rose against a basket of currencies,
as reports of a larger than previously expected
fiscal stimulus plan for Japan knocked the yen
lower. Forex traders are also gearing up for a
Bank of Japan policy meeting later this week.
Federal Reserve policymakers are looking for
more evidence of a pick-up in inflation before
moving on rates, analysts said, as they try to

square a string of upbeat US data with a global
growth slowdown and other headwinds.
Uncertainty over the path of US rates has eroded
nearly 50 percent of the gains gold has made
since UK voters shocked the markets by voting
last month to leave the European Union. The
metal hit a more than two-year high of $1,374.71
an ounce after the move. 

“Gold’s insurance benefits come at a price on
these levels,” Julius Baer said in a note. “While
Brexit-related uncertainty should be supportive
for prices in the short term, the market appears
too complacent with U.S. monetary policy.”
Holdings of the world’s largest gold-backed
exchange-traded fund, SPDR Gold Shares, fell by

Gold treads water ahead of Fed statement

NEW YORK: People walk to work on Wall Street beneath a statue of George
Washington, in New York. Stocks moved higher in early trading yesterday, led by
gains in technology stocks after Apple soared on a strong earnings report. — AP 

FRANKFURT: European banks are lending
more to consumers and businesses but not
enough to boost economic growth, ana-
lysts said on Wednesday based on new fig-
ures from the European Central Bank.
Loans from euro-zone banks to households
and companies grew 1.1 percent in June,
the same pace as in April and May, the
European Central Bank said yesterday.
Discounting strictly financial transactions,
loans grew by 1.4 percent-picking up
speed over May’s 1.2 percent increase and
April’s 1.0 percent. But while the figures are
“a tentatively encouraging sign, it’s early
days to suggest that’s going to lead to a
stronger pickup in economic growth,” ana-
lyst Jack Allen of Capital Economics said.

“I still find it difficult to really see that it’s
going to help the euro-zone recovery,”
Carsten Brzeski of ING Diba bank agreed.
Low lending by banks to the private sector
has long been blamed for contributing to
the slowness of the economic recovery in
the euro-zone. In the first half of 2016, the
ECB took a sequence of steps to try and
boost lending-many of which had not tak-
en full effect by June. It lowered interest
rates and expanded its quantitative easing

program, which by buying up safe-haven
government bonds aims to force investors
to place money in the real economy.

It also introduced so-called “targeted
long-term refinancing operations” that
offers banks cheap funding but requires
them to in turn to lend it on to firms and
households. But fierce headwinds face the
ECB as it struggles to support growth in the
euro-zone, analyst Allen said. Banks are less
willing to lend in the face of the uncertain-
ty triggered by Britain’s vote to quit the EU
and fears over the condition of the banking
sectors of some member states, including
Italy. Meanwhile, the boost to the economy
from low oil prices and the weak euro is all
but over. Against that background, the
lending data was “positive, but no reason
to stop” the ECB from doing more, ING’s
Brzeski said. June’s loan data may add to
the arguments for the ECB to extend quan-
titative easing past the current March 2017
deadline. Bank chief Mario Draghi may also
do away with a rule that bans the ECB buy-
ing bonds with a yield lower than its own
bank deposit rate of interest.  But beyond
that, “there is hardly anything they can do,”
Brzeski said. —AFP 

Loan growth too weak to 
boost euro-zone recovery

another 4.5 tons on Tuesday to 954.24 tons.
It has seen an outflow of nearly 28 tons in
the last three weeks. Among other precious
metals, palladium, which hit a nine-month

high of $694.30 on Tuesday, was up 0.2 per-
cent at $688 an ounce. Silver was down 0.2
percent at $19.59, while platinum was up
0.1 percent at $1,093 an ounce. — Reuters

LONDON: Oil prices fell close to three-
month lows yesterday after US industry
data showed weekly oil stocks declined by
less than expected, feeding into concerns
over persistent oversupply dragging
down prices. Global benchmark Brent
crude was on track for the first monthly
loss since January and the largest of 2016.
Futures traded 51 cents down at $44.36 a
barrel by 1045 GMT. US West Texas
Intermediate (WTI) crude was trading
down 22 cents at $42.70 a barrel, close to
a three-month low of $42.36 reached on
Tuesday.

“Today’s weakness is just part of the
general belief that the market is oversup-
plied,” said Tamas Varga, oil analyst at
London brokerage PVM Oil Associates.
Weekly industry data from the American

Petroleum Institute (API) late on Tuesday
showed that U.S. crude stocks fell by
827,000 barrels in the week to July 22, well
short of the 2.3 million barrel draw that
had been expected. Closely watched US
government oil stocks data will be pub-
lished later.

“Falling gasoline stocks and a renewed
decline in US oil production would con-
tribute to stabilizing oil prices,” said
Carsten Fritsch, commodities analyst at
Commerzbank. A firmer dollar has also
weighed on oil prices over recent weeks. A
stronger US currency makes dollar-
denominated commodities such as oil
more expensive to buy. Other analysts
said they expect prices to fall further in
the short term as oversupply persists
while demand growth stutters. — Reuters

Oil nears 3-month low 
as oversupply weighs

Palladium slips after touching fresh nine-month highs 

LONDON: Stocks rose in Europe and Asia
yesterday while the yen sank against the
dollar, after Prime Minister Shinzo Abe said
his government would present a $265 bil-
lion stimulus package to reflate the
Japanese economy. The larger-than-
expected figure helped lift Tokyo stocks 1.7
percent and Asian shares to one-year highs.
It was unclear how much would be spent to
boost growth directly but analysts said the
package put pressure on the Bank of Japan,
meeting on Friday, to take steps to ease
monetary policy.

Wall Street looked set to open higher,
with Dow Jones and S&P 500 futures up
about 0.2 percent. The pan-European
STOXX 600 index rose 0.6 percent, led high-
er by the auto and luxury sectors on a busy
day of company earnings. LVMH rose 7.5
percent after its fashion and leather sales
beat forecasts. However, Deutsche Bank
dropped 4.5 percent after announcing
sharply lower second-quarter revenues as
low interest rates and volatile markets
weighed on the business. Chief Executive
John Cryan warned deeper cuts may be
needed. Britain’s FTSE 100 index gained 0.4
percent.  Germany’s DAX index rose 0.8 per-
cent and has recouped all losses incurred
since Britain’s June 23 vote to leave the
European Union. MSCI’s broadest index of
Asia-Pacific shares outside Japan edged up
0.2 percent, having earlier climbed to its
highest level since Aug. 11, 2015. It has risen
10 percent so far this month. Chinese stocks
, however, had their weakest day in six
weeks on worries about new regulatory
restrictions.

More dollar downside?
In currency markets, the dollar rose 0.9

percent to 105.50 yen, having risen as far as
106.54 at one point, after reports of the
Japanese stimulus package. “So far it looks
like the Bank of Japan is not ready to do
something new and that leaves the poten-
tial for more downside for the dollar before
the meeting on Friday,” said Thu Lan
Nguyen, a currency strategist with
Commerzbank in Frankfurt. Gains against
the yen pushed the dollar up 0.1 percent
against a basket of currencies before a poli-
cy announcement from the Federal Reserve
later in the day.

The US central bank is not expected to
change policy this month but investors will
scour its statement, due at 1800 GMT, for any
hints on the timing of future rate hikes.
Stronger US economic data of late has
revived expectations of a Fed hike and mar-
kets see roughly an even chance of a rate rise
in December. Two-year US Treasury yields,
seen most sensitive to higher rates, held
close to four-week highs. By contrast
Japanese two- and five-year government
bond yields hit record lows of minus 0.37
and minus 0.38 percent respectively. German
10-year Bund yields, the benchmark for euro
zone borrowing costs, fell 1.5 basis points to
just above minus 0.10 percent. Germany auc-
tioned 1 billion euros of 30-year bonds at a
record low yield as investors bought them in
anticipation of the European Central Bank
needing to buy more longer-dated bonds
under its asset-purchase scheme as low
yields at short maturities put half of German
debt out of the scheme’s reach. — Reuters

Europe stocks rise; Asia 
lifted by Japan stimulus


