
MIAMI: This file photo taken on March 09, 2017 shows a Now Hiring sign in Miami, Florida. New claims for US jobless
benefits rose slightly in mid-April but the total number of people seeking unemployment insurance hit a 17-year low,
the Labor Department reported yesterday. — AFP
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ATHENS: The International Monetary Fund may
finance Greece’s current bailout program with a small
amount for one year, the country’s government
spokesman said yesterday, adding that the issue was
under discussion between Athens and its creditors.
Greece’s current bailout, its third since the debt crisis
broke out seven years ago, ends in 2018. The second
review of its progress on reforms has dragged on for
months, mainly due to a rift between the EU and the
IMF over its fiscal targets.

“What is under discussion is a small IMF funding
program, which will last for one year and end at the
same time with the ESM (European Stability
Mechanism) program, in August 2018,” Dimitris
Tzanakopoulos told reporters.

Greece wants to conclude the review as soon as
possible to receive bailout loans to pay off debt matur-
ing in July. The review will also help the country qualify
for inclusion in the European Central Bank’s quantita-
tive easing program, which would help its return to
bond markets before its program ends. Prime Minister
Alexis Tsipras faces national elections in 2019. But the
review talks have dragged on and the IMF has not yet
decided whether to join the latest bailout. The fund’s
participation is seen as a condition for Germany to
unlock new funds to Greece. Athens hopes to discuss
the fund’s participation, its post-bailout fiscal path and
the prospect of further debt relief at the sidelines of
the International Monetary Fund’s spring Meetings in
Washington this week. 

Greek Finance Minister Euclid Tsakalotos is expect-
ed to meet the IMF’s Chief Christine Lagarde and
German Finance Minister Wolfgang Schaeuble today.
EU and IMF mission chiefs will return to Athens on
April 25, Tzanakopoulos said, to finalize a set of
reforms Greece agreed to adopt to convince the IMF to
participate with funds in its current bailout.

However, the EU Commission said yesterday that
there was no date yet for the mission chiefs’ return to
Athens. It is unlikely that the bailout review will be
wrapped up before May 22, when euro zone finance
ministers are set to meet in Brussels to discuss the
Greek issue, the spokesman said. “I don’t think it is pos-
sible to make it, to conclude the bailout review before
May 22,” Tzanakopoulos said. — Reuters 

IMF may extend a small bailout amount for Greece 

WASHINGTON: New applications for US
jobless benefits rose slightly more than
expected last week, but a drop in the
number of Americans on unemploy-
ment rolls to a 17-year low suggested
the labor market continues to tighten.

Other data yesterday showed factory
activity in the mid-Atlantic region
slowed in April amid a pullback in new
orders and shipments. But factories
hired more workers and increased work-
ing hours, underscoring the labor mar-
ket’s strength. 

Initial claims for state unemployment
benefits increased 10,000 to a seasonally
adjusted 244,000 for the week ended
April 15, the Labor Department said yes-
terday. The increase followed three
straight weeks of declines.

Claims have now been below
300,000, a threshold associated with a
healthy labor market, for 111 straight
weeks. That is the longest such stretch
since 1970, when the labor market was
smaller. The labor market is close to full
employment, with the unemployment

rate at a near 10-year low of 4.5 percent.
Economists polled by Reuters had fore-
cast first-time applications for jobless
benefits rising to 242,000 last week.

The rise in applications likely is linked
to volatility around this time of the year
due to the different timings of spring
and Easter holidays, which often throws
off the model the government uses to
smooth the data of seasonal fluctua-
tions. The four-week moving average of
claims, considered a better measure of
labor market trends as it irons out week-
to-week volatility, fell 4,250 to 243,000
last week.

US financial markets were little
moved by the data. In a separate report,
the Philadelphia Federal Reserve said its
index for current manufacturing activity
fell to a reading of 22.0 this month from
32.8 in March. The index has been posi-
tive for nine consecutive months and
remains at a relatively high reading.

Firms reported an increase in manu-
facturing employment and work hours
this month. The current employment

index improved 2 points, its fifth consec-
utive positive reading. The claims data
covered the survey week for April non-
farm payrolls. Claims declined 17,000
between the March and April survey
periods, suggesting that job growth
likely picked up this month. Nonfarm
payrolls increased by 98,000 jobs in
March, the fewest since May 2016.

An acceleration in employment
growth would confirm that March’s
moderation was weather-driven and
underscore the economy’s strong fun-
damentals despite indications that
growth slowed to below a 1.0 percent
annualized rate in the first quarter.
Yesterday’s claims report also showed
the number of people still receiving
benefits after an initial week of aid
decreased 49,000 to 1.98 million in
the week ended April 8. That was the
lowest reading since April 2000. The
four-week moving average of the so-
called continuing claims fell 2,000 to
2.02 million, the lowest reading since
June 2000. — Reuters 

US weekly jobless claims 
up; continuing claims fall

Four-week average of claim falls 4,250

Hedge funds confidence 
in OPEC starts to fray

LONDON: OPEC and some of the most important hedge funds
active in commodities reached an understanding on oil market
rebalancing during informal briefings held in the second half of
2016. OPEC committed to implement credible production cuts
and reduce global crude stocks while hedge funds responded
by establishing bullish long positions in both flat prices and cal-
endar spreads.

OPEC effectively underwrote the fund managers’ bullish
positions by providing the oil market with detail about output
levels and public messaging about high levels of compliance. In
return, the funds delivered an early payoff for OPEC through
higher oil prices and a shift from contango to backwardation
that should have helped drain excess crude stocks.

The understanding was initially successful between
December 2016 and February 2017, with reports of strong com-
pliance from OPEC, spot prices rising $10 per barrel and calen-
dar spreads moving from contango to flat or, albeit briefly, back-
wardation. But the understanding started to unravel with the
calendar spreads collapsing after Feb 21 and flat prices drop-
ping from March 8.  The sharp reversal in both spreads and flat
prices inflicted substantial losses on many bullish hedge funds
in February and March. The correction came amid growing
doubts about whether OPEC was really cutting oil supplies to
the market by as much as anticipated.

Global stocks of crude and refined products showed little sign
of drawing down during the first three months of 2017. Bullish
fund managers have pushed the time horizon for expected stock
drawdowns back to the second half of the year. OPEC has come
under pressure to reconfirm the faith of hedge fund bulls with an
early commitment to extend current output cuts beyond June.
Saudi and other senior OPEC ministers have been edging
towards an extension commitment in recent days.

But there are lingering doubts about whether OPEC can
deliver real market tightening during the second half of 2017.

Calendar spreads have been falling along the curve with
weakness extending from the prompt June-July (M7-N7) spread
all the way through to December-January (Z7-F8).  US crude
imports from OPEC members Saudi Arabia, Iraq and Venezuela
have remained steady or increased since the start of the year,
according to the US Energy Information Administration.

And reported global crude and products inventories have
remained stubbornly high, according to data compiled by the
International Energy Agency.

It is possible that global crude stocks could be falling already
as previously invisible stocks are repositioned and become
more visible to the market. There is some evidence that unre-
ported crude stocks held by producer countries, in floating stor-
age, and in tank farms in the Caribbean and South Africa are
being drawn towards the major refining centres.

As crude is drawn towards the United States, Rotterdam and
Singapore, it is captured in published statistics. But reported
stocks need to start falling soon if hedge fund managers’ confi-
dence in rebalancing is to be maintained. OPEC messaging
about high levels of compliance has lost much of its effective-
ness and is no longer enough to justify a bullish position in
crude. Reported stock changes now matter more for oil prices
and calendar spreads than compliance assessments by OPEC’s
secondary sources. OPEC’s credibility is on the line: stocks need
to show a significant draw during the second and third quarters
or many hedge funds are likely to give up on the bullish narra-
tive prevailing since late 2016. —Reuters


