
KUWAIT: The lack of a clear leader or
“anchor” in the global oil market is fueling
uncertainty and leading to sharp swings in
crude prices, but this uncertainty is unlikely
to continue for long, a senior Saudi oil advis-
er said.

The comments by Ibrahim Al-Muhanna
suggest that Saudi Arabia and the rest of
OPEC understand that they are unable to
manage the oil market alone for the time
being, and would like to see some kind of
collective mechanism to reduce the current
instability in the market.

“In the current circumstances, the interna-
tional oil market could continue in an unsta-
ble situation, where there is a lot of uncer-
tainty with the lack of a market anchor,”
Muhanna, an adviser to the Saudi oil minis-
ter, told a closed-door energy event in

Kuwait on Wednesday. His comments were
released publicly yesterday.

“In the end, this means the inability of
investors to find a suitable price in the mar-
ket currently and in future,” he said in the
speech. “This is an unnatural situation and it
is difficult to see it continuing.”

Top oil exporter and OPEC heavyweight
Saudi Arabia was the driving force behind
OPEC’s landmark decision, at its meeting in
November 2014, not to cut oil output to sup-
port prices, and instead seek to defend mar-
ket share.

The decision, which is a shift from OPEC’s
traditional role of reducing production to
prop up prices, has along with a supply glut
helped trigger a sharp drop in crude prices
in the last year.

The message from Riyadh has been clear:

the kingdom is no longer willing to shoulder
the burden of reducing production alone
and if others want better prices, they should
take on their share of output cuts. Gulf oil
sources see no sign of Saudi Arabia waver-
ing in its long-term strategy, particularly
when other OPEC members such as Iraq are
raising production and Iran is gearing up to
boost exports by next year. Non-OPEC pro-
ducers including Russia have refused to
cooperate with OPEC in cutting output.
Muhanna referred in his speech to the need
for greater international cooperation to
reduce speculation and support a healthy oil
market, which “should not only be limited to
OPEC and other producing countries but
also include the other main energy con-
sumers,” he said.

Muhanna did not describe in detail how
such a structure would work or say how like-
ly it was to be established.

He gave examples of organizations such
as the International Energy Agency and the
International Energy Forum as attempts to
bring more transparency to the oil market
but said more needs to be done. Muhanna
said global demand for oil was expected to
rise by at least 1 million barrels per day every
year, driven mainly by economic growth in
Asia, Africa and Latin America, and the
world’s oil consumption would reach about
105 million bpd by 2025.

He also said the current persistent oil sup-
ply glut and instability of prices “is a tempo-
rary situation that will not last for long”. A US
Energy Information Administration report on
Tuesday predicted global oil demand for
2016 would rise by the fastest rate in six
years, suggesting the crude surplus that has
pushed prices down about 50 percent since
June last year is easing faster than expected.

OPEC’s Secretary-General Abdullah Al-
Badri said on Tuesday that the oil exporter
group should work together with producers
outside OPEC to tackle the oil surplus in the
global market. — Reuters
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HANOI: Vietnam will exempt some state
firms from a Pacific trade pact agreed this
week and has negotiated to keep export tax-
es on its crude oil and coal to support an
overstretched state budget, its chief nego-
tiator said yesterday. The communist nation
is seen as one of the biggest winners from
the Trans-Pacific Partnership, with a surge of
investment expected into its $186-billion
economy, especially in low-cost manufactur-
ing. Vietnam has kept secret until now the
details of what it negotiated.

In areas touching national security,
Vietnam can exclude unspecified state-
owned enterprises (SOEs) from the TPP, and
does not have to reveal those sectors, said
Tran Quoc Khanh, vice minister of industry
and trade. Export taxes on coal, crude and
some ores would stay, and other countries
had negotiated similar exemptions, Khanh
said. Vietnam earned $7.2 billion from
exports of crude oil, and $554.5 million from
coal last year. “The impact on the state

budget will be minimal,” Khanh told a news
conference. He said certain materials of spe-
cialist nature, or in short supply, would be
permitted from outside the TPP area while
still qualifying for “yarn forward” rules of ori-
gin on garments, one of Vietnam’s top sec-
tors.

Vietnam’s textiles and footwear would
gain strongly from the TPP, after exports of
$31 billion last year for brands such as Nike,
Adidas, H&M, Gap, Zara , Armani and
Lacoste.

The country makes a tenth of the world’s
shoes and is the United States’ second-
largest source of footwear after China.

Vietnam anticipates record foreign
investment this year, the majority in manu-
facturing, as firms capitalize on its cheap
labor and the prospect of the TPP slashing
tariffs in a region covering 40 percent of
global GDP. Although Vietnam’s TPP gains
would outweigh losses, experts say require-
ments for independent labor unions and fair

competition and transparency with state
firms have been concerns. Khanh said
Vietnam had got some latitude. It would fol-
low International Labor Organization princi-

ples on unions “on the basis of respecting its
political institutions”, he said, and would use
its right to have carve-outs for state firms in
areas of national security. — Reuters
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HONG KONG: A man walks near a dollar sign outside a money exchange
shop in Hong Kong on Thursday. China’s foreign exchange reserves
shrank again last month in a sign the country’s central bank continues to
support the currency’s exchange rate after a surprise devaluation. — AP

BERLIN: The organization Food Watch demonstrates with a replica of the
Reichstag and with a figure depicting German Chancellor Angela Merkel
against the Transatlantic Trade and Investment Partnership, TTIP, in front
of the Reichstag building in Berlin yesterday. —AP 

Top producer
Glencore cuts zinc
output by a third

GENEVA: Mining and commodities giant Glencore, burdened by debt
and a commodity price crash, announced yesterday it was slashing its
worldwide output of zinc by a third.

“The main reason for the reduction is to preserve the value of
Glencore’s reserves in the ground at a time of low zinc and lead prices,
which do not correctly value the scarce nature of our resources,” the
miner said in a statement. Glencore, which claims to be one of the
world’s largest miners and producers of zinc, said it was slashing zinc
production by 500,000 tons across its operations in Australia, South
America and Kazakhstan.  The company said its operations at Lady
Loretta in Australia and Iscaycruz in Peru would be suspended and
operations at George Fisher and McArthur River in Australia and vari-
ous mine operations in Kazakhstan would reduce production levels.
“These changes, which represent around one-third of Glencore’s
annual zinc production, will reduce fourth quarter 2015 mine produc-
tion by approximately 100,000 tons of contained zinc metal,”
Glencore said.

The Swiss-based company, which employs around 181,000 people
worldwide, acknowledged that “these changes, although temporary,
will unfortunately affect employees at our operations.”

More than 1,500 jobs
A company spokesman told AFP that around “1,540 people will

unfortunately lose their jobs.” “This decision has not been taken light-
ly,” the company said. It said it in coming days it would “engage with
all employees” and provide support for those affected by the changes.

Zinc has a number of industrial applications, including as an anti-
corrosive coating for iron and steel, a component for batteries and
making metal alloys, and as a white pigment in paint. Around 13.5 mil-
lion tons of zinc is produced worldwide each year, according to the
latest data from 2013 from the International Lead and Zinc Study
Group. Glencore meanwhile insisted the decision would “ensure that
our zinc operations are sustainable well into the future, providing jobs
in the communities where we operate and returns to shareholders.”
“Glencore remains positive about the medium and long term outlook
for zinc, lead and silver prices,” it said.

Following the news, Glencore saw its share price surge 6.38 per-
cent to 128.35 pence in early trading, making it the top gainer on
London’s FTSE 100 index. The company’s share price has meanwhile
plummeted 60 percent since the beginning of the year, and has
already faced wild fluctuation in recent weeks amid investor fears that
sinking commodity prices would affect its ability to meet outstanding
debt obligations. Most resources-linked firms have taken a hit in
recent months as the price of copper, aluminium, iron ore and oil have
tumbled as growth in China’s economy, the world’s second largest,
slows. Zinc prices, which had fallen by nearly 30 percent since May,
shot up 8 percent after Glencore’s announcement. Glencore has been
particularly badly hit because of its huge $30-billion debt load, even
after the firm this month raised $2.5 billion via a share issue as part of
a vast plan to rejig its finances. — AFP
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