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LONDON: Gold rose yesterday as the dol-
lar weakened and Treasury yields ticked
lower amid uncertainty around the tim-
ing of a US interest rate increase. Spot
gold gained 0.6 percent to $1,270.20 an
ounce at 1153 GMT. US gold futures rose
$8.70 to $1,271.50 an ounce. Spot prices
had shed about 7 percent over the past
three weeks, as markets re-priced the
likelihood of a Federal Reserve’s rate hike
in December. The metal is highly sensitive
to rising rates, which lift the opportunity
cost of holding non-yielding assets.

However, a retreat in the dollar, which
fell 0.3 percent against a basket of six
main currencies after US consumer prices
showed a moderation in underlying infla-
tion, prompted markets to trim bets on a
December Federal Reserve rate hike. Fed
fund futures imply around a 65 percent
probability of the Federal Reserve raising
interest rates by December, down from
70 percent before the CPI data. “The mar-
ket is keeping an eye on the potential

rate hike in December, which we don’t
expect because once we get close to the
meeting, the Fed will see that key figures
are not doing well enough to justify
another rate hike and there will be some
support for gold,” said Danske Bank sen-
ior analyst Jens Pedersen.

A European Central Bank’s policy
meeting today will also be monitored
by markets, Pedersen said. The metal
was also benefiting from lower
European shares, indicating waning
investor appetite for risk. “We remain
relatively negative on gold short term
despite a stronger start to the week,”
INTL FCStone said in a note. “We expect
further dollar strengthening going into
Q4 on account of an election victory for
Hillary Clinton along with the likelihood
of a Fed rate hike.” Spot silver rose 1 per-
cent to a one-week high of $17.77 an
ounce. Platinum rose 1 percent to $950
an ounce and palladium gained 0.6 per-
cent to $642.22 an ounce. — Reuters

Gold rises as US
dollar weakens

LONDON: Oil rose by around 1 percent yesterday,
boosted by evidence of declining production in
China and falling US inventories, while an upbeat
OPEC statement on its planned output cut also sup-
ported the market. A slightly weaker dollar rein-
forced the strength in oil as well, traders said, as it
makes fuel purchases cheaper for countries using
other currencies, potentially spurring demand.
Benchmark Brent crude futures were at $52.42 a
barrel, up 74 cents on the day by 0922 GMT, while
US West Texas Intermediate (WTI) crude oil futures
were up 73 cents at $51.02 a barrel.

Saudi Arabian Energy Minister Khalid Al-Falih
said yesterday that oil markets were at the end of a
considerable downturn as fundamentals were

improving and supply and demand were rebalanc-
ing. He called on non-OPEC producers to help stabi-
lize the market saying their role was as critical as
the role of OPEC members. “Market forces are clear-
ly working after a testing period of sub-$30 oil
prices... Oil demand is expanding at a healthy rate
despite slower global growth,” he said.

As the world’s largest exporters prepare to discuss
the first cut in output in eight years next month, the
pressure of persistently low oil prices on higher-cost
producers is becoming apparent. China’s crude out-
put fell 9.8 percent to 3.89 million bpd, to near its
lowest in six years in the second-biggest year-on-
year decline on record. “The fall in Chinese crude oil
production is probably attributable to the low price

level, which makes parts of production unprofitable.
This makes it all the harder to understand why OPEC
is talking prices up with its current debate about pro-
duction cuts, and is thus helping precisely those oil
producers it would ideally like to force out of the
market,” Commerzbank analysts.

Adding to the support to crude prices from low-
er output, refining rates in the world’s largest com-
modities consumer rose last month. China
processed 43.8 million tons (10.7 million bpd) of
crude oil in September, up 2.4 percent from a year
ago. US crude stockpiles fell 3.8 million barrels in
the week to Oct 14, to 467.1 million barrels, the API
reported late on Tuesday. The US Energy
Information Administration (EIA) is due to release

official crude and fuel storage data later.
If the figures show another drop, this will be the

sixth fall in inventories in seven weeks. Mohammed
Barkindo, secretary general of the Organization of
the Petroleum Exporting Countries (OPEC), gave
the market a boost by saying he is confident about
the prospects of a planned production cut follow-
ing an OPEC meeting on Nov 30. “I am optimistic
we will have a decision,” he said. In its first output
cut agreement since 2008, OPEC said it plans to
reduce production to 32.50 million to 33.0 million
barrels per day (bpd), compared with record out-
put of 33.6 million bpd in September. The group
also hopes non-OPEC producers, especially Russia,
will cooperate in a cut. — Reuters

Oil rises as China output drops; US inventories shrink

GUIZHOU: Chinese farmers carry crops from their paddy fields in a village in
Congjiang county, southwest China’s Guizhou province. — AFP 

LONDON: The US dollar fell from a seven-
month peak yesterday, combining with
signs of an easing supply glut to help lift oil
prices back towards a one-year high. A
weaker dollar boosts crude prices, which
gained over 1 percent to top $52 a barrel,
since it makes fuel cheaper for countries
using other currencies. The bounce in oil
pushed a key market gauge of long-term
euro zone inflation expectations to a multi-
month high, keeping bond yields elevated
above record lows seen in the wake of
Britain’s vote in June to leave the European
Union. Wall Street was set to open a touch
higher but neither the rise in commodity
prices nor a barrage of data confirming
China’s economy, the world’s second
largest, was stabilizing could prevent a dip
in euro zone stocks after a series of poor
earnings results.

“Oil is a good indicator of expectations
for growth next year,” said Frederik
Ducrozet, a senior European economist at
Swiss wealth manager Pictet. “It is comfort-
ing for markets that oil is above $50 a bar-
rel and looking stable at those levels.”
Against a basket of major currencies, the
US dollar fell 0.2 percent to 97.665, off
Monday’s seven-month high of 98.169,
after consumer price data showed underly-
ing inflation had moderated. That prompt-
ed markets to trim bets on a Federal
Reserve rate hike later this year.

Traders said that had helped lift oil,
which was also supported by a report of a
drop in U.S. inventories and declining pro-
duction in China. An upbeat OPEC state-
ment on its planned output cut also sup-
ported the market. International Brent
crude futures were at $52.35 a barrel at
1040GMT, up 67 cents, or 1.3 percent, and
heading back towards a one-year high of
$53.73 seen earlier this month. US West
Texas Intermediate (WTI) crude oil futures
were trading at $50.96 per barrel, also up
1.3 percent, having been below $40 a barrel
at the start of August.

Disappointing earnings
European shares fell early yesterday after

a slew of weak updates weighed on British
companies Travis Perkins and Reckitt
Benckiser. Akzo Nobel’s results were hit by a
weak pound. The pan-European STOXX 600
index edged down 0.1 percent, following a
1.5 percent rise in the previous session.
Earlier, Asian shares edged up for the sec-

ond straight day after data showing
Chinese gross domestic product expanded
6.7 percent in the year to September, exact-
ly as forecast. Other data showed retail sales
rising 10.7 percent and urban investment
8.2 percent. Industrial output disappointed
by growing only 6.1 percent.

“The upshot from today’s data is that
economic activity seems to be holding up
reasonably well, with few signs that a
renewed slowdown is just around the cor-
ner,” said Julian Evans-Pritchard, China econ-
omist at Capital Economics. “Nonetheless,
the recent recovery is ultimately on bor-
rowed time given that it has been driven in
large part by faster credit growth and a
property market boom, both of which poli-
cymakers are now working to rein in.” MSCI’s
broadest index of Asia-Pacific shares out-
side Japan added 0.4 percent on top of
Tuesday’s 1.4 percent jump.

The recent bounce in oil prices has
helped lift a key market gauge of long-term
euro zone inflation - the five-year, five-year
forward rate - above 1.44 percent, its high-
est level since early June. That remains well
below the European Central Bank’s inflation
target of just below 2 percent, but it has tak-
en the heat off the bloc’s policymakers -
who meet on Thursday - to introduce more
easing measures. Worries that they may
eventually scale back their stimulus has
seen German 30-year bond yields climb
more than 20 basis points in the last fort-
night, already on track for their biggest
monthly rise in fourteen months.

Dollar retreat
The retreat in the dollar came after a

report on US consumer prices showed
underlying inflation - stripping out food
and energy - moderated slightly in
September to 2.2 percent, leading the mar-
ket to slightly pare back bets on a
December rate hike. Fed fund futures imply
around a 65 percent probability of a move,
down from 70 percent. Federal Reserve
Chair Janet Yellen said last week the US cen-
tral bank could allow inflation to run above
its target. The euro was slightly higher
against the weakening dollar at $1.0985.
Sterling, which plunged to a record low on
a trade-weighted basis last week, continued
to recover and hit an eight-day high yester-
day after a UK government lawyer said that
parliament would have to ratify any deal to
take Britain out of the EU. — Reuters

Dollar recedes from 
a seven-month peak

Euro zone stocks bruised by weak earnings


