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LONDON: Oil slipped below $55 a barrel yesterday as a
stronger US dollar weighed on commodities and as higher
Libyan output threatened to counter some of the supply
cuts planned by OPEC and other producers. Crude is still
trading around its highest since mid-2015, supported by a
deal by the Organization of the Petroleum Exporting
Countries and non-members to lower output by almost
1.8 million barrels per day from Jan 1.

Brent crude was down 54 cents at $54.51 a barrel at
1300 GMT, after rising 1.1 percent on Thursday. It reached
$57.89, the highest since July 2015, on Dec 12. US crude
fell 51 cents to $52.44. “There’s some profit-taking after
the last session’s gains.  Oil prices are also weaker due to
the stronger dollar,” said Jonathan Barratt, chief invest-
ment officer at Ayers Alliance in Sydney.

Also weighing on oil was a surprise increase in US crude
stocks reported on Wednesday in the government’s weekly
supply report - and the prospect of sales beginning in
January of crude from the US Strategic Petroleum Reserve
(SPR). “Crude failed to maintain gains this week following
the unexpected build in US crude stockpiles, which revived
the oversupply concerns,” said Lukman Otunuga, a
research analyst with FXTM. “With some anxieties still lin-
gering over the compliance side of the unexpected cut
agreement, oil could end up extremely volatile with losses
expected if production fails to decline.” — Reuters
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LONDON: Europe’s stock markets and
Wall Street were broadly stable yester-
day on a quiet last trading day before
Christmas, with banks topping the agen-
da after huge US fines and a bailout in
Italy. London closed marginally higher
in a half-day session, as upwardly-
revised data showed the British econo-
my grew 0.6 percent in the third quarter
despite Brexit jitters. In the eurozone,
Frankfurt and Paris hovered around
either side of unchanged, but Milan
jumped nearly one percent on relief
over a state rescue of the Monte dei
Paschi di Siena (BMPS) bank.

“It has been a mixed end to the year
for European banks with Monte dei
Paschi being forced to rely on state aid
and Deutsche Bank and Credit Suisse
coming to an agreement with US
authorities on rather sizeable fines,”
Oanda analyst Craig Erlam told AFP.
“Still, banks are trading higher on the
whole today boosted by the removal of
considerable uncertainty in both cases,
even if the outcome itself is a concern.”

Deutsche Bank and Credit Suisse
have agreed to pay a total of almost
$12.5 billion to settle disputes over the

sale of mortgage-backed securities dur-
ing the global financial crisis. Germany’s
biggest lender has reached a $7.2-billion
deal to settle a case with the DoJ over its
role in the subprime mortgage crisis.
Credit Suisse meanwhile agreed to pay
nearly $5.3 bill ion. The DoJ said
Thursday that it was suing Barclays,
accusing the British bank of massive
fraud in the sale of mortgage-backed
securities which contributed to the 2008
crisis. Barclays rejects the claims and
says it will “vigorously defend” itself.

BMPS shares suspended 
“It’s a mixed day for banks, after...

fines from the US Department of Justice
came in lower than feared, and Italy’s
Monte dei Paschi di Siena’s shares sus-
pended after the inevitable admission
that is does indeed require state aid,”
said Russ Mould, investment director at
stockbroker AJ Bell. “The US DoJ had ini-
tially pressed for a $14 billion fine on
Deutsche Bank for alleged mis-selling of
mortgage backed-securities at the
height of the housing bubble in the mid-
dle of the last decade, so the market is
seeing the eventual $7.2 billion penalty

as a bit of a result for the German
lender,” he said. “Shareholders in Credit
Suisse are clearly similarly relieved, while
it is possible that investors in Barclays are
talking the view that any settlement may
not be as punitive as feared.”

In Frankfurt, Deutsche Bank shares
gained 0.7 percent, while Credit Suisse
stood 1.1 percent lower, after slipping
from an initial upward bounce of two
percent. Back in London, Barclays’ share
price sank 0.90 percent. Barclays was
one of several major banks implicated in
the crisis that so far have not reached
settlements with US authorities over
their roles in the financial meltdown.

Meanwhile in Italy, the government
approved a bailout plan in the early
hours of yesterday to rescue the coun-
try’s struggling banks, with BMPS likely
the first in line. The announcement by
Prime Minister Paolo Gentiloni comes
after BMPS - the world’s oldest bank -
said it had failed to raise five billion euros
($5.2 billion) from the markets to shore
up its capital. The plan approved at a
late-night cabinet meeting taps into the
package of up to €20 billion approved
by parliament on Wednesday.— AFP 

NEW YORK: The year-end stocks rally on the heels of the elec-
tion of Donald Trump as US president was built on expecta-
tions of reduced regulations, big tax cuts and a large fiscal
stimulus. Now signs are emerging from the Trump camp that
harsher trade policies that could jeopardize the honeymoon
are likely in the offing, and investors would be well advised to
give those prospects more weight when gauging how much
further an already pricey market has to run.

By naming China hawk Peter Navarro as head of a newly
formed White House National Trade Council, the incoming
administration is signaling Trump’s campaign promises to
revisit trade deals and even impose a tax on all imports are
very much alive. Among the policies favored by Navarro and
Trump’s pick for commerce secretary, Wilbur Ross, who has
the president-elect’s ear on a range of economic issues, is a so-
called border adjustment tax that is also included in House

Speaker Paul Ryan’s “Better Way” tax-reform blueprint. If
implemented, economists at Deutsche Bank estimate the tax
could send inflation far above the Federal Reserve’s 2 percent
target and drive a 15 percent surge in the dollar. Analysts cal-
culate that, all else being equal, a 5 percent increase in the
dollar translates into about a 3 percent negative earnings revi-
sion for the S&P 500 and a half-point drag on gross domestic
product growth. The dollar index has already gained more
than 5 percent since the US election.

Harsher trade policies may not cause a full economic slow-
down, “but I’d expect a localized recession in manufacturing
and smaller gains in factory employment as well,” said Brian
Jacobsen, chief portfolio strategist at Wells Fargo Funds
Management in Menomonee Falls, Wisconsin. He said the bor-
der tax could trigger retaliation, pouring uncertainty into the
market. — Reuters

Banks in focus as world

stocks drift into break

SURABAYA, Indonesia: This picture taken on Thursday shows an Indonesian woman carrying bags of garlic at a
market. — AFP 

Trump could make stocks suffer 

Wall St Week Ahead

NEW YORK: The dollar held steady yesterday, lingering about
half a percent below a 14-year peak set earlier this week, as
traders moved to the sidelines ahead of the Christmas holiday
weekend. The greenback will likely test fresh multi-year
heights when investors return from their year-end holiday
break. The dollar has rallied more than 5 percent against a
basket of currencies since Donald Trump’s surprise US presi-
dential election win on Nov 8.

“No one wants to take additional risk between now and the
end of the year. They don’t want to jeopardize those gains,”
said Stan Shipley, strategist at Evercore ISI in New York.
Traders brushed off upbeat US new home sales and consumer
sentiment data, which reinforced the view the world’s biggest
economy is expanding faster than its European and Japanese
counterparts. Bets that Trump’s economic policies would pro-
mote faster US growth and inflation have fed appetite for the
dollar, stocks and corporate bonds and stoked selling in the
yen, gold and US Treasuries.

Federal Reserve’s hint that it might raise US interest rates at
a faster pace in 2017, together with European Central Bank
and Bank of Japan maintaining their ultra-loose policy stance,
have further bolstered the dollar in recent days. The dollar
index was marginally firmer at 103.14, recovering from an ear-
lier low of 102.89. It was not far from the 14-year peak of
103.65 reached on Tuesday. — Reuters

LONDON: Gold edged higher yesterday in thin pre-Christmas
trade as the dollar retreated from this week’s 14-year high,
tempting some buyers to take advantage of a near 10-month
low in prices after six straight weeks of decline. Gold has fallen
more than $200 an ounce from its peak hit in the immediate
aftermath of Donald Trump’s US presidential election victory
on Nov. 8, as his win sparked a dollar rally and drove US
Treasury yields higher.  

It is down 14 percent this quarter, paring its gain for the
year to 6.7 percent. Gold posted its biggest quarterly increase
in 30 years between January and March. Spot gold was up 0.2
percent at $1,131.15 an ounce at 1255 GMT, off last week’s
low of $1,122.35, while US gold futures for February delivery
were up $2.40 an ounce at $1,133.10. 

“(Many) traders have closed their books. For them, the year
has finished,” LBBW analyst Thorsten Proettel said. “With no real
political or economic events to shock markets, and with Asian
markets seeing dull demand, I would say not much will happen
until January. We see gold holding around $1,130.” Gold
remains largely driven by currency effects, he added.  “The most
important drivers for gold right now are the exchange rate from
the dollar to the euro, and real US interest rates.”

The dollar is just over half a percent off highs hit after this
month’s Federal Reserve policy meeting, at which the bank
surprised markets by indicating interest rates could rise more
quickly than expected next year. — Reuters

Dollar holds steady 

Gold edges higher 


