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Front-month U.S. crude fails to settle above moving average  
* Coming Up: EIA U.S. inventory report; 1430 GMT  

Oil reversed losses after falling towards $77 earlier on Wednesday following an unexpected increase in U.S. crude stockpiles and a drop 
in U.S. consumer confidence fuelled doubts about recovery in energy demand.  

U.S. crude for September fell as much as 0.8 percent to $76.88 a barrel, before trading up 5 cents at $77.55 at 0658 GMT. ICE Brent 
gained 11 cents to $76.24.  

"The mood of the market changes every few days, with waves of bullishness and bearishness continuing," said Keichi Sano, general 
manager of research at SCM Securities in Tokyo.  

The American Petroleum Institute said the U.S. crude inventories posted a surprise increase of 3.1 million barrels last week, compared to 
a forecast decline of 1.6 million barrels. Figures from the U.S. Department of Energy on stocks and demand will be released at 1430 
GMT on Wednesday. 

Those statistics are forecast to show U.S. crude oil inventories fell last week on a slip in imports and possibly some reduced production 
because of a storm threat in the Gulf of Mexico, a Reuters poll of analysts showed on Tuesday. 

RISING SUPPLY TREND Refined products stockpiles were forecast to continue to show increases. For distillates, which include 
heating oil and diesel, the forecast was for a gain of 1.8 million barrels, the ninth consecutive weekly gain, while for gasoline, stocks 
should be up 400,000 barrels, the fifth straight increase in the middle of the U.S. summer driving demand season.  

The Organization of the Petroleum Exporting Countries (OPEC) has for the past year and a half expressed a preference for prices to 
remain stable around $75, saying that encourages investment to sustain and increase production capacity and does not threaten the 
economic recovery.  

"I don't know what can be the trigger for a breakout from this range," Sano said, referring to the $70-$80 a barrel range, within which 
U.S. crude has traded for nearly two months.  

"I don't feel any strong energy. People are satisfied with range-trading. With low volumes, day-to-day activity is going to be choppy."  

Oil on Tuesday approached $80 a barrel as world stocks reached 2-Â½ month highs. The failure to break above that level was deemed 
by traders and analysts as a bearish signal.  

Equity markets were also supported on Tuesday by global banking supervisors' plans to scale back proposals to beef up bank capital and 
liquidity rules. It was a relief to investors, who feared tough rules would hit the profitability of the financial sector.  

Technical selling likely to prevail near-term  
* SPDR Gold Trust holdings dip  
* Coming up: U.S. Beige Book at 1800 GMT  

Gold steadied on Wednesday after falling 2 percent to a near three-month low the day before, when a bigger-than-expected drop in U.S. 
consumer confidence and an option expiry prompted heavy selling.  

The position adjustment related to expiring COMEX August gold options pushed prices close to a key technical support, where the 
market was likely to hover before finding fresh clues for direction, traders said.  

With increasing market scrutiny on nations' fiscal health and doubts over the effectiveness of ultra-low monetary policies in supporting 
the economy, governments around the world are facing difficulties finding fresh ways to stimulate the economy and beat deflationary 
pressures, said Koichiro Kamei, managing director at Tokyo-based researcher Market Strategy Institute Inc.  



 

Expectations for rising inflation as a result of stimulative policies or concerns about a further deterioration in fiscal deficits as a result of 
more government spending have largely supported gold prices, which hit a record high in late June.  

"Reasons supporting investor buying of gold have weakened recently, and options-related technical selling could undermine sentiment in 
the short-term as investors seek fresh clues for direction," Kamei said.  

Spot gold was at $1,161.75 an ounce as of 0536 GMT, up 0.2 percent from late New York levels of $1,159.65 per ounce.  

Spot gold could consolidate above $1,157.65 per ounce for a trading session before falling towards $1,140, as a rebound is expected 
after the previous session's sharp fall, according to Wang Tao, a Reuters market analyst for commodities and energy technicals.  

Spot gold fell to a low of $1,157.65 an ounce on Tuesday, the cheapest price since May 5. Bullion also posted its biggest one-day 
decline since July 1.  

Kamei said that the market was close to the support of its 200-day moving average, which on Wednesday stood at around $1,148.  

Key events closely watched by investors include the U.S. Beige Book report due later in the day, as well as U.S. monthly jobs data due 
next week and the U.S. Federal Reserve policy decision next month, Kamei said.  

U.S. gold futures for August delivery climbed 0.3 percent to $1,161 per ounce, after settling on COMEX at a three-month low of $1,158 
an ounce.  

Gold priced in euros and in sterling stayed defensive a day after falling to multi-month lows.  

Euro-priced gold was at 893.15 euros after hitting an almost three-month low of 891.25 euros on Tuesday. Sterling-denominated gold 
briefly fell as low as 743.31 pounds per ounce, a new three-month low.  

Among other precious metals, spot platinum was at $1,537.50 per ounce, up 0.7 percent from late New York levels of 1,527.15. It stayed 
near a one-month high of $1,559.50 marked on Tuesday amid caution over supply disruptions.  

  
  

 

 

 

 

 

 

 

 

Futures, options and foreign exchange are high-risk areas of investment in which it is possible to lose in excess of your original deposit.  You should only consider 
utilising such funds in these markets which you can afford to lose.  The information and recommendations contained in this report are carefully researched but no 
guarantee, representation or warranty is made or responsibility or liability accepted to its accuracy or completeness.  Any opinion expressed in this document is a matter of 
judgement at the time of writing and is subject to change without notice. For the purposes of the FSA, this communication has been labelled a 'Marketing Communication' 
and as such constitutes 'Non Independent Research' under the FSA rules.  Berkeley Futures Limited, their associate companies and/or their clients, directors, employees 
and contributors may own or have a position in the derivatives mentioned and may add to or dispose or such derivatives.  Please bear in mind that, before publishing a 
research recommendation, we may have acted upon it or made use of the information upon which it is based.  This document is not and should not be construed as an offer 
or the solicitation of an offer to purchase or sell any investment.  Please note that trading in futures, options and foreign exchange may not be suitable for you.  Foreign 
exchange is traded off-exchange where the risks differ from on-exchange transactions.  If you are in any doubt please consult your financial adviser 
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