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HONG KONG: Asian markets saw fresh volatility
yesterday, with Shanghai experiencing sharp
swings, as weak manufacturing data highlighted
weakness in the global economy but raised
hopes central banks would stick to a loose mon-
etary policy. The dollar recovered from a sell-off
against the euro in New York prompted by sur-
prisingly positive euro-zone data, which briefly
raised the prospect the European Central Bank
(ECB) would delay an expected stimulus boost.
Official figures showing that a gauge of Chinese
manufacturing activity hit a three-year low in
November were followed later in the day by

news that US activity contracted at the fastest
pace since June 2009.

While the US economy, the world’s biggest,
has shown strong signs of recovery, traders
remain nervous about the future. Commodity
prices are at multi-year lows and the dollar has
soared this year, hitting exports. “Traditionally,
the manufacturing sector has been the canary in
the coal mine when it comes to slowing growth.
To what extent does this bleed over into other
sectors of the economy-that’s yet to be seen,”
Brett Ryan, a US economist at Deutsche Bank
Securities in New York, told Bloomberg News.

All three main indexes on Wall Street ended
higher as investors bet that an increase in inter-
est rates-expected to be announced by the
Federal Reserve this month-would be slow and
gradual. Asian stock markets shifted in and out
of positive territory. Shanghai ended 2.3 percent
higher after tumbling more than two percent at
one point. The benchmark index has moved
higher this week after plunging 5.5 percent
Friday on news that several top brokerages were
being investigated as part of a crackdown linked
to the summer’s market rout. However, the
International Monetary Fund’s decision to

include the yuan in its special drawing
rights basket of elite currencies has provid-
ed some buying support.

Euro-zone boost
Hong Kong ended 0.4 percent higher

but Tokyo, Sydney and Seoul all closed
lower. On currency markets talk of a slow
rise in US rates weighed on the dollar in
New York, where it fell to 122.86 yen while
the euro climbed to $1.0634. However, the
greenback bounced back in Asia ahead of
Fed chair Janet Yellen’s testimony to
Congress on the US economy.

The euro was also supported by data
showing manufacturing growth in the
Euro-zone picked up the pace last month
while unemployment tumbled, fuelling
hopes the bloc is slowly recovering. The
Eurostat agency said unemployment in the
19-country region fell to 10.7 percent in
October, the best reading since January
2012. In Germany the rate sank to its low-
est level since reunification in 1990. But the

euro dipped in afternoon Tokyo trading
yesterday. Analysts said the data were like-
ly not enough to change policymakers’
minds as persistent economic weakness in
the bloc keeps alive hopes for more ECB
intervention. 

Dealers are awaiting an ECB policy meet-
ing this week to see if it ramps up its stimu-
lus program or, in light of the latest report,
stands pat until the new year. “Regardless
of the data, the ECB cannot afford to disap-
point today,” said Marco Valli, chief euro-
area economist at UniCredit SpA. “The
stage has been set for (ECB chief Mario)
Draghi to take action.” Sydney stocks
slipped despite a slight pick-up in the
Australian economy in the July-September
quarter, which Treasurer Scott Morrison
said showed progress in shifting from a
resources-fuelled boom to broader-based
growth. European stock markets rose in
opening deals, with London up 0.3 percent
at 6,415.64, Frankfurt 0.4 percent higher
and Paris climbing 0.2 percent. — AFP 

Asian shares swing on weak factory data

NEW YORK: A cook prepares an order for a customer at a restaurant in New York.  US
companies revived up hiring in November to the strongest pace since June, with the
massive service sector leading the way, payrolls firm ADP reported yesterday.  — AFP 

LONDON: Oil fell below $44 per bar-
rel yesterday as a rise in US invento-
ries added to the global glut, and
investors discounted the possibility of
OPEC cutting output at this week’s
meeting. Brent crude was down 60
cents at $43.84 a barrel by 1122 GMT,
falling for a fifth consecutive session.
It dropped as low as $43.75, its weak-
est level since Nov 23, and was on
track for its lowest close in two weeks.
US crude traded 47 cents down at
$41.38 a barrel.

Current oil production is substan-
tially outpacing demand and the
growing global surplus has sent
prices tumbling by more than 60 per-
cent since June 2014. The
Organization of the Petroleum
Exporting Countries (OPEC), however,
is not expected to budge from its
stance of keeping output high to
defend market share against produc-
ers such as Russia and North America.
“The market ascribes an extremely
low probability to a change in OPEC
policy,” said Bjarne Schieldrop, chief
commodity analyst at SEB in Oslo. “If
investors thought there was even the
slightest risk, we would have seen
prices rise in the run up to the meet-
ing.”

Beyond OPEC’s meeting, oil traders
remained focused on growing stock-
piles and high production. Russia

continued extracting oil at a post-
Soviet record of 10.78 million barrels
per day (bpd) in November despite
low oil prices, Energy Ministry data
showed yesterday. Data from the
American Petroleum Institute (API)
showed a 1.6 million-barrel rise in US
crude inventories last week to 489.9
million barrels. The US government’s
Energy Information Administration’s
inventory report will be published at
1530 GMT.

Low oil prices in combination with
high debt levels are putting heavy
pressure on corporate energy earn-
ings. “The global oil and gas sector is
heavily indebted, with upstream com-
panies holding about $1.1 trillion in
dollar-denominated corporate bonds
and loans,” BMI Research said. “While
the current debt load does not pose a
systemic threat to the industry, a pull-
back in low-cost financing will be a
necessary precursor to the broader
rebalancing of the physical oil mar-
ket.” Many analysts are skeptical of oil
prices recovering into 2016. “We
maintain our bearish or sideway
move in oil prices in the next 2-3
months as things haven’t really
changed fundamentally, despite data
showing a decline in stocks builds by
end of next year,” Natixis oil analyst
Abhishek Deshpande told the Reuters
Global Oil Forum. — Reuters

Oil falls below $44  

LONDON: Gold retreated yesterday,
snapping two days of gains, as the
dollar rose against the euro ahead of
expected further stimulus from the
European Central Bank today, and US
payrolls data later in the week. Prices
hit  near six-year lows last week,
weighed down by expectations that
the Federal Reserve will hike interest
rates for the first time in nearly a
decade this month, even as the ECB
eases policy further.

The Fed has tied the timing of its
rate hiking cycle to the strength of
US data, making this week’s payrolls
report particularly important. Rising
rates would lift the opportunity cost
of holding non-yielding gold, while
boosting the dollar. Spot gold was
down 0.3 percent at $1,066.70 an
ounce at 1021 GMT. Last week it slid
to its lowest since February 2010 at
$1,052.46.

“There was some repositioning
from the lows which coincided with
month-end on Monday, and a bit of a
bounce higher yesterday,” Mitsubishi
analyst Jonathan Butler said. “Now
we appear to have paused around
the $1,070 level.” “Essentially the ECB
and Friday’s non-farm payrolls look
quite negative for precious metals,
given the l ikelihood of fur ther
strengthening of the dollar on the
back of potential quantitative easing

in the euro zone, and further US jobs
growth,” he said. “But as always, pre-
cious could jump higher if those
expectations are disappointed.”

The euro fell yesterday to hold just
above a 7-1/2-month low against the
dollar as long-term investors raised
their bets against the single currency
before today’s ECB meeting, where
markets are expecting fresh stimulus
measures. The euro extended losses
after data showed euro zone infla-
tion was unchanged in November
against expectations of a sl ight
increase, maintaining pressure on
the ECB to ease monetary policy fur-
ther.

Precious metals house MKS said in
a note that interest in gold was mut-
ed overnight in Asia, home of the
world’s largest bullion consumers,
China and India. “Volumes were back
at the lower end of the spectrum
after yesterday’s flurry of activity,
with Comex gold turning over 11,000
lots of (US gold futures) in the first
six hours of trade compared with
about 24,000 lots yesterday,” it said.
US gold futures for February delivery
were up $2.50 an ounce at $1,066.
Silver was down 0.2 percent at
$14.12 an ounce, while platinum was
up 0.4 percent at $841.95 an ounce
and palladium was down 0.2 percent
at $537 an ounce. — Reuters

Gold dips as dollar climbs 
ahead of ECB, US payrolls


