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UK factories suffer 
worst quarter on 

record
REUTERS, LONDON

British industrial output 
recorded its biggest 
quarterly fall on record 
during the three months to 
June as COVID-19 heavily 
disrupted operations, and 
a further decline is likely 
in the months to come, a 
survey showed on Monday.

The Confederation of 
British Industry’s headline 
industrial orders measure 
inched up to -58 in June 
from May’s 38-year low of 
-62, but remained far below 
its pre-COVID level, while 
export orders fell by the 
most since records began in 
1977 at -79.

The CBI’s measure of 
industrial output over the 
past three months fell to its 
lowest since that measure 
started in July 1975, sinking 
to -57 from -54.

Gold hits one-month peak
REUTERS

Gold jumped to its highest in more than a 
month on Monday as investors sought the 
safe-haven metal after surging coronavirus 
cases intensified concerns over a delay in 
global economic recovery.

Spot gold was up 0.5 per cent at 
$1,751.63 per ounce by 0650 GMT after 
hitting its highest since May 18. U.S. gold 
futures rose 0.7 per cent to $1,764.50.

“General risk aversion is helping 
the market, we are seeing pressure on 
growth exposed currencies and on share 
markets. Overall, there are concerns 
about increasing infection rates,” said 
Michael McCarthy, chief strategist at 
CMC Markets.

“The market is concerned about the 
outlook for growth and that of course is 
supportive for gold.”

The World Health Organization reported 
a record increase in global coronavirus 
cases on Sunday.

Rising infections in the United States 
and elsewhere dented hopes for a quick 
economic recovery and weighed on 
investors’ appetite for riskier assets.

Meanwhile, two U.S. Federal Reserve 
officials sounded increasing pessimism on 
the swiftness of any economic recovery from 
the virus and warned the unemployment 
rate could rise again if the disease is not 
brought under control.

Geopolitical tensions also supported 
the safe-haven asset amid developments 
in Hong Kong, as details of a new national 
security law for the territory showed Beijing 
will have overarching powers over its 
enforcement.

Indicative of sentiment, SPDR Gold 
Trust holdings rose 2 per cent to 1,159.31 
tonnes on Friday, while speculators 
increased their bullish positions in 
COMEX gold and silver contracts in the 
week to June 16.

Spot gold may test a resistance at $1,767 
per ounce, a break above which could lead 
to a gain to $1,796, said Reuters technical 
analyst Wang Tao.

Elsewhere, silver rose 1.5 per cent to 
$17.86 per ounce to its highest in more 
than a week.

Palladium eased 0.1 per cent to 
$1,908.08, while platinum jumped 0.8 per 
cent to $812.27.

China’s steel sector boom points 
to bumpier economic recovery

REUTERS, Manila/Beijing

Behind the boom in China’s 
steel production since March - 
and hopes for a quick economic 
recovery - is a tale of two diverging 
sectors: construction demand for 
infrastructure projects has been 
strong, while manufacturing has 
been slower to bounce back.

That highlights the challenge 
facing policymakers as Beijing and 
local governments can control the 
pace of spending on projects like 
roads, rails and reservoirs, but have 
very limited options to support 
exports or domestic demand for 
machinery and appliances.

The soft underbelly in China’s 
steel revival following the 
coronavirus outbreak is about to 
be thrown into stark relief by a 
seasonal downturn at building sites, 
analysts say, and points to a more 
protracted recovery for the world’s 
second-largest economy from a 
once-in-a-century pandemic.

“There is only so much China’s 
steel industry can do while the rest 
of the world struggles,” said Daniel 
Hynes, senior commodity strategist 
at ANZ.

China’s mammoth steel sector 
has long been a central pillar of its 
industrial powerhouse, employing 

hundreds of thousands of workers 
who churn out vital raw materials 
for industry and support scores of 
ancillary logistics and processing 
businesses.

The economy shrank 6.8 per 
cent in the first quarter, the first 
contraction in decades, hit by the 
new coronavirus which emerged in 
China late last year.

The surge in steel output to all-
time highs in May raised hopes that 

the heart of the economic engine 
is recovering well, and may help 
resuscitate growth at home and 
globally.

Yet amid the recent sector-wide 
bustle has been a lopsided reliance 
on metal demand from construction 
sites that has partially masked 
weakness from manufacturers and 
calls into question the robustness 
of the steel boom as well as how 
quickly China can restore growth.

“The market appears to be 
relying too heavily on expected 
infrastructure stimulus in China to 
boost demand,” ANZ’s Hynes said.

Demand for the main steel 
products used in construction - 
rebar and wire rod - has accounted 
for an average over 53 per cent of 
total steel demand since late March, 
according to calculations based on 
figures from data-tracking firm 
Mysteel.

That compares to an average of 
47.5 per cent for all of 2019, and 
51 per cent for the same period in 
2019.

At the same time, demand 
for the main steel products used 
by manufacturers - hot-rolled 
coil (HRC) and cold-rolled coil 
(CRC) - has been well below 
normal, averaging 35 per cent of 
total demand since late March 
compared to 40.4 per cent on 
average in 2019.

Stocks of rebar have also fallen 
faster than other steel products, 
dropping by 51 per cent since 
peaking in mid-March.

Given the extent of lockdowns in 
many of China’s trading partners, 
sluggish factory demand is not too 
surprising and could persist for 
many more months.
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A worker walks past steel rolls at the Chongqing Iron and Steel plant in 

Changshou, China.

Global dollar crunch appears over as 
central banks rely less on Fed backstop

REUTERS

A global crunch for US dollars that 
was a hallmark of the early moments 
of the coronavirus crisis appears to 
have passed, the latest milestone in 
a remarkable turnaround in financial 
conditions engineered by the Federal 
Reserve and other top central banks.

Data from the Fed on Thursday 
showed its peer banks around the 
world this week tapped it for the 
fewest dollars in nearly three months, 
and it was the main factor driving a 
surprise reduction in the Fed’s $7 
trillion balance sheet - the first since 
February and the largest since the 
waning days of the financial crisis 
more than a decade ago.

The balance of the Fed’s foreign 
exchange swaps with other central 
banks dropped by $92 billion as of 
Wednesday to $352.5 billion from 
$444.5 billion a week earlier. The total 
amount outstanding in the swap lines, 
designed to ease a surge in demand 
for US currency in the participating 
banks’ jurisdictions during the early 
weeks of the crisis, was the lowest 
since early April.

Coupled with other indications of 
slackening demand for the Fed’s bevy 
of emergency liquidity facilities, the 
reduction in currency swap line usage 
is for many analysts a sign that global 
financial markets are returning to 
near-normal after being upended by 

the coronavirus outbreak in February 
and March.

In that period, stocks plunged 
into bear markets at record speed, 
risk premiums in credit markets 
mushroomed and demand for 
greenbacks overseas well outstripped 
supply, making the dollar unbearably 
pricey for foreign governments and 
companies with dollar-denominated 
liabilities. 

The Fed acted swiftly to try to 
restore order, and along with facilities 
aimed at US markets, expanded 
currency swap line agreements to 
nine central banks in addition to the 
five with which it has had standing 
agreements.

Oil steadies amid increase 
in coronavirus cases

REUTERS, London

Oil prices were steady on Monday, 
supported by tighter supplies from major 
producers but held in check by concerns 
over a record rise in global coronavirus 
infections that could stall a recovery in fuel 
demand.

Brent crude LCOc1 rose 5 cents, or 0.1 
per cent, to $42.24 a barrel by 0941 GMT. 
U.S. crude CLc1 was down 10 cents, or 0.2 
per cent, at $39.65.

South Korea on Monday said for the 
first time that it is in the midst of a ‘second 
wave’ of the coronavirus. The World Health 
Organization reported a record increase in 
global cases on Sunday, with the biggest 
increase from North and South America.

“Infections are rising in key markets 
around the world and there are valid 
concerns that the world is in for a prolonged 
period of dealing with its 
consequences,” said Rystad 
Energy’s head of oil markets, 
Bjornar Tonhaugen.

Oil prices have been 
supported by a recovery in 
fuel demand globally as 
nations resume economic 
activity after coronavirus 
lockdowns.

Signalling a recovery in 
global markets and tighter 
supplies, Brent has moved 
into backwardation, where 
oil for immediate delivery 
costs more than supply later.

Both contracts rose about 

9 per cent last week. However, after weeks 
of rising, prices of physical oil have begun 
to ease, traders and analysts say, as the rally 
succumbs to the reality of poor refinery 
margins and brimming storage tanks.

“I find it more difficult for oil to move 
higher at this point, especially with the 
growing concern about second-wave 
contagion,” said Howie Lee, an economist 
at Singapore’s OCBC Bank.

In Canada and the United States, the 
number of operating oil and natural gas 
rigs fell to a record low last week, even as 
higher oil prices prompt some producers to 
resume drilling.

The OPEC+ group, consisting of the 
Organization of the Petroleum Exporting 
Countries and allies such as Russia, has yet 
to decide whether to extend a record supply 
cut of 9.7 million barrels per day (bpd) for 
a fourth month in August.
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An oil pump is seen just after sunset outside Saint-

Fiacre, near Paris.


