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LONDON: Global stock markets slumped
yesterday as traders expressed unease
over central bank policy and Britain’s
looming referendum on EU membership.
After a healthy run of gains for stocks
helped in part by a recovering oil market,
European indices were down between by
over two percent, a day after European
Central Bank chief Mario Draghi called for
political action to help kickstart eurozone
growth. His comments were taken as a
sign that the ECB’s arsenal is running low
following its unprecedented stimulus
program launched this week.

Wall Street opened nearly half a per-
centage point lower following sharp
European weakness, before drifting fur-
ther down. Federal Reserve boss Janet
Yellen has indicated that the US central
bank is unlikely to lift interest rates
until the final quarter of 2016 following
weak jobs data from the world’s
biggest economy. Adding to markets’

unrest are fears that a Brexit vote on
June 23 could unleash a wave of tur-
moil across world indices.

“The economic impact of the EU vote
is riding high in investors’ minds as they
try to assess how it will affect the UK,
European and global market outlook
over the coming months,” said Dave
Jeal, head of investment products at
stockbroker Interactive Investor. “The
direction of the next US interest rate
decision looks clear, but the uncertainty
over its timing and continuing concerns
over global market growth, added to
the Brexit decision, make this a time for
more cautious investors to take a back
seat,” he added.

Around 1335 GMT, the main indices
in London, Frankfurt and Paris had all
lost more than two percent. Milan’s
main index even slumped three percent
shortly after New York’s open. Europe’s
main markets had already retreated by

more than 1.0 percent on Thursday as
Draghi again urged politicians to step
up in efforts to breathe new life into the
tepid eurozone economy. The British
pound lost ground against both the dol-
lar and the euro. Market focus was start-
ing to turn toward next week’s mone-
tary policy meetings of the US and
Japanese central banks.

The Bank of Japan earlier this year
adopted a negative interest rate policy,
following a similar move in 2015 by the
ECB, in a bid to nurture investment.  But
the move has been criticized as being
ineffective. Investors worldwide are now
becoming concerned about sharp
inflows into bond markets, which have
become a safe haven investment, push-
ing yields to record lows. This, analysts
say, makes the fixed-income markets
vulnerable to possibly sharp losses
should central banks reverse their cur-
rent low-rate policies. — AFP 

World stocks slump 
on economic unrest

Markets jittery over Brexit

Oil prices ease 
from 2016 highs 

LONDON: Oil prices fell yesterday as a stronger dollar pulled crude
off the 2016 highs hit this week, although strong refinery demand
and global supply disruptions lent support. Brent oil futures were
trading at $51.34 per barrel at 1308 GMT, down 61 cents while US
West Texas Intermediate (WTI) futures were down 64 cents at $49.92
a barrel. Analysts said a rebound in the dollar had dented oil prices
by making fuel imports for countries using other currencies more
expensive. The dollar index was up 0.30 percent, adding to
Thursday’s gains as jittery global financial markets sent investors
towards safe haven currencies.

“Oil prices eased back from a near 12-month high as the dollar
reversed its recent trend,” ANZ bank said on Friday adding that sup-
ply disruptions around the world should help to keep prices from
falling deeper. Crude prices have almost doubled since touching
their lowest in more than a decade in early 2016 as strong demand
and supply disruptions erode a glut that pulled down prices by as
much as 70 percent from a mid-2014 peak. Declines in US shale oil
output are being compounded by steep falls in Nigerian production
due to attacks by militants and in Canada due to forest fires. The US
government said on Thursday unplanned global oil supply disrup-
tions averaged more than 3.6 million bpd in May, the highest month-
ly level recorded since it started tracking disruptions in Jan 2011.
Yesterday, the Niger Delta Avengers militant group said it had blown
up the Obi Obi Brass trunk line operated by ENI. 

On the demand side, global refining activity is expected to hit a
record high just as crude supply disruptions around the world tight-
en the market. Available global refining capacity will reach 101.8 mil-
lion bpd in August, its highest on record, and up from around 97.25
million bpd in March, data on Thomson Reuters Eikon shows.
Investment bank Jefferies said yesterday that US refinery utilization
reached 90.9 percent in the first week of June. — Reuters 

LONDON: The yen and Swiss franc climbed yesterday as
investors, worried that Britain could vote to leave the
European Union at a referendum in less than two weeks’
time, ditched riskier assets in a flight to safety. As the
yields on Japanese and German 10-year bonds, both tra-
ditional safe havens, hit record lows, the yen strength-
ened 0.4 percent to 106.68 against the dollar, not far
from a 1-1/2-year high of 105.55 yen touched last month.
The Swiss franc also firmed 0.3 percent to 1.0888 per
euro, just shy of an eight-week high of 1.0886 touched
the previous day.

The dollar index was on track for a modest weekly
gain of 0.3 percent, having last week shed 2 percent as a
much worse than expected US jobs report poured cold
water on the view that the US Federal Reserve could

raise interest rates in June or July. The Fed will kick off its
two-day policy meeting next Tuesday, while the Bank of
Japan will start a two-day policy meeting on Wednesday.

In London, Bank of New York Mellon currency strate-
gist Neil Mellor said Brexit uncertainty could limit central
bank action, and therefore market action, until Britain’s
June 23 referendum on EU membership had passed.
“We’ve got a market that is about to batten down the
hatches - we’re heading into a period of a lot of uncer-
tainty,” Mellor said. “A lot of central banks are putting off
decisions because of the referendum, and I think next
week could therefore be a bit of a wash-out.”

BlackRock, the world’s largest asset manager, said
financial markets may be under-pricing the risk of Britain
leaving the EU. The euro was flat at $1.1319, about 3 US

cents down from a nine-month high of $1.1616 hit a
month ago. “We believe we are starting to see the early
signs of defensive positioning (on the euro) ahead of the
June 23rd Brexit referendum,” ING currency strategist
Chris Turner wrote in a note to clients. “The euro is clearly
under-performing the typical safe havens of the yen plus
the intra-European safe havens of the Swiss franc, the
Czech crown, and the Danish crown.” For the week, the
best-performing currency was the New Zealand dollar,
which staged a broad rally after the Reserve Bank of New
Zealand on Thursday skipped a chance to cut interest
rates and appeared reluctant to cut again. The kiwi pow-
ered to a one-year high just shy of 71.5 US cents and was
last at $0.7097, up more than 2 percent for the week,
though down 0.1 percent on the day.  — Reuters 

Cautious tone drives yen, Swiss franc up

Gold near 3-week high
LONDON: Gold inched lower yesterday as the dollar recovered,
though prices held near a three-week high and were on track for
a second straight weekly rise. Often perceived as an insurance
against risk, gold has risen nearly 2 percent this week after weak-
er than expected US payrolls data dented expectations of an
imminent rise in US interest rates, though that view was tem-
pered by Thursday’s surprise drop in weekly US jobless claims.
Prices are likely to be bolstered in the next two weeks by nerv-
ousness over Britain’s June 23 referendum on its EU member-
ship, analysts said. 

“The market is no longer worried that the Fed will raise rates
next week and investors are more concerned about the UK refer-
endum, which is likely to help increase demand for gold,” Danske
Bank senior analyst Jens Pedersen said.  Spot gold was down
only 0.1 percent at $1,267.25 an ounce by 1151 GMT, still close to
its highest since May 18, the $1,271.31 hit in the previous session.
Spot silver touched a three-week high earlier in the session and
was on track for its biggest weekly gain since the end of April.
Though it dropped 0.3 percent to $17.23 an ounce, the metal has
risen about 5 percent this week. “Last week’s unexpectedly weak
U.S. jobs data and subsequent cautious tone by (Fed chair Janet)
Yellen opened the door for gold to resume its bull cycle,” ANZ
analyst Daniel Hynes said. “Investor demand is expected to
remain strong in the short term, driven by easing expectations of
a rate hike in the United States.” Gold is highly sensitive to rising
interest rates, which lift the opportunity cost of holding non-
yielding bullion while boosting the dollar, in which it is priced.


