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LONDON: Gold steadied after touching a
new three-month high yesterday, still sup-
ported as global growth concerns and a fur-
ther drop in the oil price pushed investors
towards safe-haven assets.

Weak Chinese manufacturing data on
Monday underscored the challenges for the
world economy and volatility in oil and other
assets is supporting gold, typically a haven
from market turmoil.

“In the near term gold is finding some
support in the dovish tone from central
banks last week, notably the Fed and the
Bank of Japan,” said Jens Pedersen, senior
analyst at Danske Bank.

The Bank of Japan’s decision last week to
introduce negative interest rates helped lift
the precious metal and it could see more
gains as some central banks may be forced
into easing monetary policy further this year
to spur growth.

Spot gold touched $1,130.11 an ounce,
its strongest since Nov. 3, and then pulled
back slightly to trade down 0.4 percent at
$1,124.31 by 1221 GMT. A break above
$1,136 could lift gold towards $1,157, a level
reached in late October, ScotiaMocatta tech-
nical analysts said.

US gold for April delivery was off 0.2 per-
cent at $1,126 an ounce. Gold is typically the
asset of choice in times of uncertainty. It
posted its best monthly jump in a year in
January, and has gained 6 percent so far in
2016, after falling 10.4 percent last year. The

Federal Reserve’s statement after its policy
meeting last week that it will closely monitor
the global economy and financial markets
lifted gold, as it underlined expectations that
US policymakers may take it slow in raising
interest rates this year. But the upside for
gold has been limited however as the Fed
still kept the door open for a rate hike in
March. The opportunity cost of holding gold
rises in a higher interest rate environment.

Federal Reserve Vice Chairman Stanley
Fischer said on Monday the US economy
could suffer if recent volatility in financial
markets persists and signals a slowdown in
the global economy.

“If the Fed had somehow closed the door
on March due to the turmoil we could have
seen gold shoot higher,” Pedersen said.
Reflecting growing confidence in gold, hold-
ings of SPDR Gold Trust, the world’s largest
gold-backed exchange-traded fund, rose to
21.9 million ounces on Monday, the most
since Nov 3. With interest rates close to zero,
the “only option is to move either towards
zero or negative rates as the Japanese and
selected European countries are already
doing in a desperate attempt to force banks
to lend”, INTL FCStone analyst Edward Meir
wrote to clients.

“Whatever the case, this should be con-
structive for gold.” Spot platinum fell 1 per-
cent to $861.09 an ounce, palladium also
slipped 0.5 percent to $497.95 and silver
dropped 0.3 percent to $14.27. — Reuters 

Gold steadies near 
three-month high 

LONDON: World stocks dipped after a three-day
run of gains and emerging markets were back
under pressure yesterday, as a sharp drop in oil
prices following lacklustre economic data
sparked renewed nerves. Oil struggled to steady,
having fallen as much as 7 percent on Monday,
and the glum macro mood sweeping back
though markets saw European shares follow
Asia deep into the red.

Britain’s FTSE 100, Germany’s DAX and
France’s CAC 40 were down 1.4-1.7 percent as
BP’s biggest loss in 20 years and plans to cut
thousands more jobs dovetailed with rating cuts
by S&P for Shell and BHP Billiton to underscore
commodity woes.

Banks were hit too, with Swiss bank UBS
slumping as much 8 percent after signs its
wealthy customers were pulling money out.

In the currency markets, waning risk appetite
nudged Japan’s yen and the euro up against the
dollar. But the greenback was squeezing the
main emerging markets, up as much as 1 per-
cent against the rouble, the rand, Mexico’s peso
and Malaysia’s ringgit.

The Australian dollar also slipped after the
country’s central bank held rates but left the
door open to further easing after last week’s sur-
prise move by Japan into negative interest rates.

“I don’t think the market has much of a clue
on what to focus on,” said John Hardy head of FX

strategy. “It doesn’t seem too convinced with the
narrative of hooray for central bank liquidity
again, and the oil price going down and whole
reserve destruction theme is bad for risk
appetite.”

The lure of relative safety saw gains for
benchmark US and European government
bonds as Mario Draghi’s reconfirmation on
Monday that the ECB will ‘review’ its monetary
policy next month gave yields an extra kick low-
er.

Concern over oil still dominated. Brent and
US crude oil had tentatively steadied at $33.70
and $31.05 a barrel, having lost as much as 7
percent overnight.

The pressure remains after weak eco-
nomic data from China, Europe and the
United States, a US forecast for mild weath-
er and doubts that big oil producing coun-
tries would agree to cut the global supply
glut.

Oil production in Russia hit a post-
Soviet high in January, reaching an aver-
age of 10.88 million barrels per day (bpd),
data from its energy ministry showed.
“(Prices) have just come back to reality a
bit, although they are holding water above
$30 a barrel,” said Ben Le Brun, market ana-
lyst at Sydney’s OptionsXpress, pointing to
concern over rising oil supplies and weaker
economic data.

AUSSIE BASHING
Overnight, MSCI’s broadest index of

Asia-Pacific shares outside Japan lost 1.2
percent. Falls almost everywhere except
China, which saw a 2 percent bounce,
drove the index lower.

Japan’s Nikkei ended down 0.6 percent
as investors locked in profits after two
straight days of big gains following the
Bank of Japan’s decision to introduce neg-
ative interest rates late last week.

“In a bear market, investors would use
any rebound to cut equity holdings, and
that has been the trading pattern recently,”
said Zeng Yan, an analyst at Zhongtai
Securities, referring mainly to Chinese mar-
kets. “There are no changes in fundamen-
tals: yuan depreciation concerns are still
there, the economy remains in bad shape,
and market liquidity tends to be tight.”

The Australian dollar was still down
about 0.8 percent at $0.7052 in European
trading, though it held above its recent
seven-year trough of $0.6827. As expect-
ed, the Reserve Bank of Australia held
interest rates steady at a record low of 2.0
percent. Although the bank was hopeful
on growth prospects, it reiterated that
there is scope for a further cut if needed.

Markets appeared little fazed by Iowa’s
primary elections for the US presidential
nomination. Among Republicans, US
Senator Ted Cruz beat billionaire Donald
Trump and for the Democrats, former
Secretary of State Hillary Clinton was in a
virtual tie with rival Bernie Sanders. S&P
500 e-mini futures pointed to a 0.8 percent
drop for Wall Street later, though that was
mostly tracking oil prices and the falls in
Europe and Asia. 

Chinese shares ended higher yesterday,
and the country’s central bank guided the
yuan to its highest daily fix in almost a
month as Beijing sought to keep markets

calm heading into the Lunar New Year hol-
idays. The Shanghai Composite Index
gained 2.3 percent, while the CSI300 index
of the largest l isted companies in
Shanghai and Shenzhen rose 2.1 percent,
but trading volumes were low again, as a
turbulent January frightened off many
investors.

The gains recouped Monday’s losses,
incurred after official surveys of China’s
manufacturing and services sectors sent
ripples of selling through global markets,
but barely made a dent in the indexes’
losses so far this year, which now stand at
21-22 percent. “The data suggest contin-
ued uncertainties and headwinds to the
outlook,” wrote Shengzu Wang, an analyst
at Barclays. “We have seen no sign of sta-
bilisation since the start of 2016.”

Wang was surprised China’s central
bank had not cut interest rates or banks’
reserve requirements in January, and has
instead relied on huge injections of funds
to tide the banking system over the holi-
day period. The People’s Bank of China
(PBOC) may have been concerned that
such cuts would only prompt capital flight
and encourage more speculators to bet on
yuan devaluation.

It has been fighting to keep the curren-
cy stable through a series of higher daily
yuan fixes and a range of measures that
essentially make it very expensive to short
the currency.

On Tuesday, it set the yuan at 6.5510
per dollar, the highest fix since Jan. 6,
when a sudden drop in the currency
sparked worldwide concerns Beijing was
seeking a competitive depreciation.

Still, many analysts suspect the curren-
cy will be allowed to drift lower over time
both to help underpin exports and fight
deflation risks at home. Some investors
with deep pockets are laying money on it.
Hedge funds have ramped up bets on a
devaluation since the Bank of Japan cut
interest rates below zero last week.
Reuters data showed riskier bets that only
pay out if the yuan weakens to levels well
above 7 per dollar passed peaks hit
around Beijing’s one-off mini-devaluation
last August.

“Since the Bank of Japan was so
doveish last week, all of these countries
are under a lot more pressure to devalue,”
said a dealer with one Asian bank in
London. Such talk will only heighten the
focus on the PBOC’s reserves position, due
to be reported sometime this week, for
details on just how much intervention has
been needed to shelter — Reuters

Stocks snap winning streak as oil slides

ABUJA: Nigeria is seeking loans from the
World Bank, the African Development Bank
(AfDB) and other lenders to help cover this
year’s massive budget deficit, the govern-
ment and bank officials said.

The deficit is projected at 2.2 trillion naira
($11 billion, 10 billion euros) out of a total
budget of 6.08 trillion naira, they said late
Monday, confirming projections first given in
President Muhammadu Buhari’s December
budget announcement.

The budget plan, which includes sharply
increased spending to stimulate the econo-
my, calls for 1.8 trillion naira to be covered by
borrowing from multilateral organisations-
which the government believes is the cheap-
est funding option. 

The Financial Times said Nigeria was seek-
ing $3.5 billion in total to fund the deficit, but
the figure could not be officially verified. The
fall in global oil prices since mid-2014 has
slashed revenue for the 

oil-dependent nation, which derives more
than 90 percent of its foreign exchange earn-
ings from crude sales. “We are in continuing
dialogue with the federal government of
Nigeria on the preparation of a Development
Policy Operation (DPO),” David Theis, World
Bank spokesman, said in a statement.

“The proposal... will be submitted to the

World Bank’s Board of Executive Directors for
consideration later in the year,” he said.

Theis said the World Bank was “strongly
committed to supporting Nigeria” in achiev-
ing its development objectives and optimiz-
ing opportunities for its more than 170 mil-
lion people. The AfDB said in a separate state-
ment Nigeria had approached it for a budget
support loan of $1 billion. It said a high-level
AfDB delegation held talks with Nigerian offi-
cials last week in Abuja.

The “request for support is being consid-
ered by the bank and it is envisaged that an
appraisal mission will be in Abuja soon to
work with the authorities and major stake-
holders on this operation.” Nigeria’s Finance
Minister Kemi Adeosun said negotiations
with both international lenders were ongo-
ing, adding that the overall objective of the
loan was to provide the lowest possible cost
of funds to finance capital projects.

“As far as possible, our foreign borrowing
will be tied to specific capital projects. A
number of these projects are revenue-gener-
ating which will be used to fund the loan
repayments,” she said.

She said the export credit agencies like
China Exim Bank were also being approached
for funding, and Nigeria was also considering
tapping into the eurobond market. — AFP

Nigeria seeks big loans 
from WB, other lenders


