
PARIS: Global oil output hit a record of 100
million barrels per day in August, but the market
may tighten and prices rise as exports from Iran
and Venezuela decline, the International Energy
Agency said yesterday. “We are entering a very
crucial period for the oil market,” the IEA said in
its latest monthly report. “Things are tightening
up.” The global record came as output from the
Organization of the Petroleum Exporting Coun-
tries rose to a nine-month high of over 32 million
barrels per day (mb/d).

The cartel had agreed in Vienna in June to
push up production in order to put a cap on
soaring prices.

In recent months, prices have wavered com-
fortably between the $70 and $80 per barrel on
the Brent crude futures contract. According to
the IEA, a rebound in Libyan production, near-
record Iraqi output and higher supply from
Nigeria and OPEC kingpin Saudi Arabia have so
far managed to offset the impact of shrinking
production from crisis-hit Venezuela and Iran.

But with the crisis in Venezuela showing no
sign of abating, and with new US sanctions on
Iran’s oil industry set to come into force on No-
vember 4, other producers may have to ramp up
production even further if they want to limit the
impact on the market.

“It remains to be seen if other producers de-

cide to increase their production. The price
range for Brent of $70-$80/bbl in place since
April could be tested,” the IEA said.

In May, US President Donald Trump pulled
the US out of the 2015 nuclear deal with Iran and
said other countries must stop buying oil from
Tehran or face American sanctions.

And hundreds of thousands of Venezuelans
have fled their country since the nation became
engulfed in a political crisis that has sent the
economy into free fall. “The situation in
Venezuela could deteriorate even faster, strife
could return to Libya and the 53 days to 4 No-
vember will reveal more decisions taken by
countries and companies with respect to Iranian
oil purchases,” the IEA said.

Iran sanctions loom 
Output from OPEC member Iran in August hit

its lowest level since July 2016, the IEA said, “as
more buyers distanced themselves from Tehran
ahead of looming US sanctions”, the report said.
Top buyers China and India have already cut
back purchases from Tehran, and other countries
are likely to do the same between now and No-
vember. “While Iranian exports have fallen by
nearly 500,000 barrels per day since May, ship-
ments from Iraq and Saudi Arabia have risen by
200,000 barrels per day and 60,000 barrels per

day respectively,” the IEA added.
In Venezuela too, production dipped in Au-

gust to 1.24 million barrels a day, and should it
continue to decline, may hit 1 million barrels a
day at the end of 2018.

OPEC, of which Venezuela is a member, had

already warned that the country’s output was at
a three-decade low. “If Venezuelan and Iranian
exports do continue to fall, markets could tighten
and oil prices could rise without offsetting pro-
duction increases from elsewhere,” the IEA
warned. —AFP 

Friday, September 14, 2018B u s i n e s s

Friday38

‘Crucial period’ for oil as 
Iran exports shrink: IEA 

Brent prices waver comfortably between $70 and $80 per barrel 

SAN FRANCISCO: In this file photo, a Shell gas station advertises its prices in San Francisco, Califor-
nia. Gasoline prices kept US consumer inflation rising in August for the fifth straight month but there
were some signs inflation was cooling, the Labor Department reported yesterday. — AFP

US consumer prices 
rise modestly; 
jobless claims 
near 49-year low
WASHINGTON: US consumer prices rose less than expected in
August as increases in gasoline and rents were offset by declines
in healthcare and apparel costs, and underlying inflation pressures
also appeared to be slowing.

Despite the moderate consumer price increases last month, in-
flation pressures are steadily building up, driven by a tightening
labor market and robust economic growth. Labor market strength
was reinforced by other data yesterday showing the number of
Americans filing for unemployment benefits dropped last week to
near a 49-year low.

“There is no reason to suspect that the weaker increase in con-
sumer prices in August is the start of another dip like we saw in
early 2017,” said Paul Ashworth, chief US economist at Capital
Economics in Toronto. “With labor market conditions tight, wage
growth accelerating and input prices being pushed up by capacity
constraints and recently imposed tariffs, there is plenty of upward
pressure on prices.”

The Consumer Price Index increased 0.2 percent last month
after a similar gain in July. In the 12 months through August, the
CPI increased 2.7 percent, slowing from July’s 2.9 percent ad-
vance. Excluding the volatile food and energy components, the
CPI edged up 0.1 percent. The so-called core CPI had increased
by 0.2 percent for three straight months.

In the 12 months through August, the core CPI increased 2.2
percent after rising 2.4 percent in July. Economists polled by
Reuters had forecast the CPI climbing 0.3 percent and the core
CPI gaining 0.2 percent in August.

The inflation report will probably do little to change expecta-
tions that the Federal Reserve will raise interest rates at its Sept.
25-26 policy meeting. The US central bank has raised rates twice
this year.

The Fed tracks a different inflation measure, the personal con-
sumption expenditures (PCE) price index excluding food and en-
ergy, for monetary policy. The core PCE price index increased 2.0
percent in July, hitting the Fed’s 2 percent target for the third time
this year.

An escalating trade war between the United States and China
is expected to drive up inflation. President Donald Trump last
week threatened duties on another $267 billion worth of Chinese
goods on top of a $200 billion tariff list that is awaiting his deci-
sion. Washington has already slapped duties on $50 billion worth
of Chinese imports, provoking retaliation from Beijing. — Reuters

Turkey central bank 
surprises markets 
with big rate hike
ANKARA: Turkey’s central bank yesterday surprised mar-
kets with a bigger than expected rate hike to battle soaring
inflation and boost the lira, prompting the embattled currency
to surge in value.

Turkey has in recent weeks been battling through one of
the most troubled periods for its economy under the rule of
President Recep Tayyip Erdogan, with the lira battered on
currency markets in August. The Turkish central bank yes-
terday hiked the one week repo auction rate 625 basis points
from 17.75 percent to 24 percent, significantly higher than
the Bloomberg consensus of 21 percent.

The lira reacted strongly to the decision, rising by five
percent in value to 6.0 lira to the US dollar. It later shed some
of those gains but was still up over 2.7 percent in value at
6.15 to the dollar.

The magnitude of the hike was all the more surprising
given that just before the decision President Recep
Tayyip Erdogan had slammed interest rates as a “tool of
exploitation”.

The bank had not touched interest rates since early June
with markets concerned that the policy of the nominally in-
dependent bank is being dictated by Erdogan. There had
been indications from the bank that it would raise rates after
inflation came in at nearly 18 percent in August, according to
official data last week.  — AFP 

SAN FRANCISCO: In this file photo, a help wanted sign is posted on
the window of SF Wraps in San Francisco, California. New US claims
for jobless benefits fell last week to their lowest level in nearly 49
years as employers struggled to fill open positions, the government
reported yesterday. — AFP


