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NEW YORK: Traders work on the floor during the opening bell on the New York Stock Exchange yesterday in New York. Trading on Wall Street was temporarily halted early yesterday as US stocks joined a global rout on crashing oil
prices and mounting worries over the coronavirus. — AFP (See Page 13)
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LONDON: World oil prices crashed yesterday, fuelling
a vicious selloff on stock markets which were already
buckling under intense pressure over the spreading
coronavirus outbreak. Stocks tanked as the global oil
market nosedived 30 percent at one stage after top
exporter Saudi Arabia slashed the prices it charges cus-
tomers following a bust-up with Russia over crude pro-
duction cuts. The dollar slid versus the yen, seen as a
safe haven investment. 

US equities plunged yesterday as trading resumed
following a slump in oil prices. Trading on US stock
exchanges was halted immediately after opening as the
S&P 500 fell 7 percent, triggering an automatic 15-
minute cutout put in place after the 2008-9 financial
crisis. The S&P was last down around 5.5 percent.
Benchmark ten-year yields fell to a record low of 0.318
percent and were last at 0.487 percent. The dollar index
against a basket of currencies was down 0.4 percent.

“There is no mincing words here-Wide price swings
are never comfortable and the markets are moving at
breakneck speeds.

“Consistent patterns of whipsawed equities and

plummeting Treasury yields have certainly unnerved
investors and the latest domino to fall is severe oil
losses. No doubt, many are taking a hard look at their
portfolio.

“The markets have passed from panic mode into
pure hysteria,” said Ayush Ansal, chief investment offi-
cer at trading firm Crimson Black Capital. “Markets
were at breaking point before Saudi Arabia’s decision to
launch an oil price war but this latest development has
taken them beyond that.”

OPEC kingpin Saudi Arabia last week wanted Russia
to join the cartel in deep production cuts after world oil
prices slumped on forecasts of plunging demand
because of COVID-19.

However, Moscow declined, triggering Riyadh’s move
to preserve market share and sideline its close competi-
tor-but it has created fresh market chaos.

“The war against the coronavirus is turning into a
war for oil export markets,” said analyst Tamas Varga
at oil broker PVM Associates.  The dizzying oil drop-
the steepest since the 1991 Gulf War-sent investors
fleeing for safety alongside mounting fears over the

worsening coronavirus, which has seen Italy lock down
a swathe of its north.

‘Black Monday’ 
“This will be remembered as Black Monday,” said

analyst Neil Wilson at trading site Markets.com. Italy’s
stock market took the heaviest battering after a chunk
of the county’s northern region was sealed off-includ-
ing Milan and Venice-as authorities struggled to con-
tain the spread and impact of coronavirus. In excep-
tionally volatile trade, Milan’s FTSE MIB index shed
more than 11 percent in mid-afternoon trade.

As the disease claims more lives around the world,
dealers are shedding riskier assets for safe havens,
sending gold and the yen surging and pushing US
Treasury yields to record lows. While governments
and central banks have unleashed or prepared stimulus
measures, the spread of COVID-19 is putting a huge
strain on economies and stoking concerns of a world-
wide recession. Trading floors in Asia were also a sea
of red, with Tokyo plunging more than five percent by
the close, while Hong Kong shed 4.2 percent. Sydney

slumped 7.3 percent.
Saudi equities tanked more than nine percent with oil

titan Aramco’s share price losing 10 percent. Dubai and
Kuwait stock markets sank a similar amount, while Abu
Dhabi was almost eight percent down.

Energy firms hammered 
Oil majors also bore the brunt of a fierce wave of

selling while other commodities firms nursed heavy
losses. Hong Kong-listed CNOOC tumbled 17 percent
and PetroChina more than nine percent, while in Tokyo,
Inpex dived 13 percent. In Sydney, Santos dived 27 per-
cent and Woodside Petroleum tanked 18.4 percent. 

In London, BP shares dived 18.2 percent and Shell
12.7 percent at one stage. French energy major Total
slumped 11.6 percent. Among miners, Anglo American
shed 9.4 percent and BHP Billiton sank 14 percent.
Analysts meanwhile warned of further gyrations as the
outbreak shows no sign of abating, with more than
110,000 people infected in scores of countries-
including Italy, which is now the hardest-hit country
outside China. — Agencies

Wall St plunges after oil shock, trading halts then resumes; virus-hit markets tank 

Oil crash sparks ‘Black Monday’ meltdown 

Saudi Aramco 
shares dive, 
Gulf debt hit 
DUBAI: Saudi Aramco shares fell by as
much as 10 percent yesterday, extending a
dive below the initial public offering price,
after Saudi Arabia cut its official selling
prices for crude and global oil markets
plunged in response to news of a big output
increase. Government bonds in Saudi
Arabia and other Gulf oil producing nations
were also hit.

Aramco fell below its IPO price on
Sunday for the first time since trading began
in December when the company’s listing was
seen as a culmination of years of Crown
Prince Mohammed bin Salman’s efforts to
diversify the economy. Since then sentiment
towards oil and oil shares has been damaged
by the impact of the coronavirus on demand
and Russia’s refusal to support deeper out-
put cuts, prompting the Organization of the
Petroleum Exporting Countries to remove all
limits on its own production.

Shares in Aramco were at 27 riyals

($7.20) in early trade, 15.6 percent below its
IPO price of 32 riyals, which in December
valued the company at $1.7 trillion in the
world’s biggest share offering.

By mid-session trade, prices had stabi-
lized slightly and were 6.8 percent lower
versus the day’s early lows that marked a 10
percent fall from Sunday’s close. Benchmark
Brent crude fell by up to a third yesterday
after Saudi Arabia, the world’s lowest cost
producer, said it would increase output to
gain market share.

“The Saudi reaction to the breakdown
(with Russia) was to revert to the 2014 play-
book. By precipitating an oil price collapse,
they are looking to end their subsidy of
higher cost producers,” Akber Khan, head
of asset management at Al-Rayan
Investment, said.

“This is a painful strategy that requires
time to play out and failed on the previous
attempt.” Aramco’s stock hit an intraday
high of 38.70 riyals on its second day of
trading but has eased since because of
concerns the valuation was too high.
Arqaam Capital cut its Aramco rating to
hold yesterday, citing the company’s
exposure to the oil price cut and the
impact on its 2020 earnings. It also low-
ered its target price to 30.80 riyals a
share from a previous 39.20 riyals. It is

forecasting $64 billion net income in the
financial year 2020, an estimated 29 per-
cent drop year-on-year, and 38 percent
below its earlier estimates.

Earnings set for March 16
Aramco, which is set to announce its 2019

earnings on March 16, is expected to post a
net profit of 347.6 billion riyals ($92.6 billion)
in 2019, according to a mean estimate of 15
analysts polled by Refinitiv, down from $111
billion in 2018. Saudi stocks fell by more than
9 percent in early trade, while international
bonds issued by Saudi Arabia, Aramco and
other Gulf sovereigns also sank.

Aramco bonds due in 2049 were more
than 8 cents lower and the state oil giant’s
bonds due in 2029 fell 4.5 cents. Saudi gov-
ernment bonds maturing in 2049 dropped by
more than 9 cents, while 2029 bonds
dropped 3.5 cents.

One-year dollar/riyal forwards, which
are trades scheduled to take place a year
from now, were at 85 points, up from
Friday’s close of 10 points. They were as
high as 182.5 points yesterday, surpassing a
peak of 181.3 at the end of 2018. Omani
bonds maturing in 2048 were down 7.6
cents, Abu Dhabi 2047 paper fell 3.4 cents
and Bahraini notes due in 2047 were 5
cents lower. — Reuters

Russia vs Saudi: 
How much pain 
can they take 
in oil price war?
DUBAI/MOSCOW: Oil titans Russia and
Saudi Arabia have accumulated vast finan-
cial cushions that will help them weather a
lengthy price war. It’s a battle of nerves - so
who will blink first?

Global oil prices crashed by a third after
Riyadh discounted its crude and signalled it
would raise output. Shares in national oil
champions Saudi Aramco and Rosneft
tanked. The world’s top two oil exporters
each have war chests of around $500 billion
to weather economic shocks and are mak-
ing bullish noises about their stamina as
they square up. Moscow said yesterday it
could withstand oil prices of $25-$30 per
barrel for 6-10 years. Riyadh, meanwhile,
can afford oil at $30 a barrel, but would
have to sell more crude to soften the hit to
its revenue, according to sources familiar
with the matter.

A war of attrition would nonetheless be
damaging and force both countries to make
difficult adjustments to their economies the
longer it dragged on. “As with any war this
comes down to how much pain can be
absorbed by each side,” said Hasnain Malik,
head of equity strategy at Tellimer.

MBS opens the taps
In Saudi Arabia, Crown Prince

Mohammed bin Salman gave the green light
for the kingdom, the world’s top oil
exporter, to pump at will after Russia
rejected an OPEC proposal for deeper cuts
to cope with the coronavirus outbreak, two
sources familiar with the matter said. The
Saudi fiscal breakeven - the oil price at
which it would balance its budget - is at
around $80 a barrel, double that of Russia,
said Malik at Tellimer.

Saudi Arabia enjoys foreign reserves of
$500 billion and a low debt-to-GDP ratio
of 25 percent that gives it ample room to
borrow. Saudi Arabia has raised over $100
billion in hard-currency debt since 2016 to
offset the impact of lower oil prices.
International bonds issued by the govern-
ment and its oil giant Aramco plunged in
early trade yesterday, and the Saudi riyal
fell sharply against the US dollar in the for-
wards market. —Reuters


