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Gold eased slightly in Europe on Thursday as the U.S. dollar firmed a little against the euro ahead of a European Central Bank policy decision later in the session, curbing interest in the metal as an alternative asset.

Traders are eyeing a raft of U.S. data due later, including retail sales, business inventories and import/export prices for December and weekly jobless claims for clues as to the dollar's next direction.

Spot gold was bid at $1,136.00 an ounce at 1005 GMT, against $1,137.60 late in New York on Wednesday. U.S. gold futures for February delivery on the COMEX division of the New York Mercantile Exchange eased 60 cents to $1,136.20.

“The U.S. dollar is getting weaker and the market is also a bit cautious ahead of the ECB press meet and retail sales figures,” said Pradeep Unni, senior analyst at Richcomm Global Services.

“The U.S. data is expected to come in weaker, so the dollar may give up some of its gains.”

The euro edged down versus the dollar on Thursday, with investors cautious ahead of an ECB policy decision and press conference by its president Jean-Claude Trichet.

No change is expected to euro zone interest rates or the rate outlook, but the central bank's view on Greece's fiscal troubles will be a focus. The dollar-euro is likely to remain the chief price driver for gold, analysts said.

“We continue to see potential for additional near-term weakness (in gold), particularly if, as we suspect, there is a continuation of the U.S. dollar rally that began in December,” said Numis Securities in a note.

“The decisive break through $1,000 an ounce could now provide a solid floor to any correction, although we would not be surprised to see some panic/stop-loss selling if this level is breached.”


Oil Rises


Oil prices rose in Europe on Thursday, climbing back above $80 a barrel as traders took advantage of the previous session's drop to 2010 lows as a chance to cover short positions.

Gold tends to track crude prices, as the metal can be bought as a hedge against oil-led inflation.

Interest in the largest gold-backed exchange-traded fund, New York's SPDR Gold Trust GLD-N

, were steady on Wednesday, having declined nearly 18 tonnes since the New Year.

On the production side, gold output in South Africa, the world's third largest miner of the precious metal, fell 4.9 per cent in November, Statistics South Africa said.

Among other precious metals, silver SI-FT

was bid at $18.48 an ounce against $18.59. Platinum PL-FT

was at $1,577 an ounce versus $1,574, and palladium PA-FT

at $429 versus $421.50.

The metals are being underpinned by fresh investment interest after the launch of new platinum- and palladium-based exchange-traded funds in New York last Friday. The ETFs added 170,000 ounces of metal in their first two trading sessions.

Interest in platinum group metals-backed ETFs could detract attention from similar products backed by gold, like the SPDR fund, Goldman Sachs said in a research note.

“The gold ETFs may face increased competition for investor demand in 2010 from the introduction of both the platinum (PPLT) and palladium (PALL) PGM ETFs,” the bank said.

“While these new physical-backed ETFs present a downside risk to gold-ETF demand and gold prices, they represent an upside risk to platinum prices, and we continue to recommend a long position in platinum as a ‘gold-plus' trade,” it added.
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Greece unveiled part of its three-year plan to slash its budget deficit on Thursday but financial markets remained skeptical it can tackle a fiscal crisis.

Under pressure by EU peers to reduce a huge debt that has prompted some economists to question its euro zone membership, the government said it would aim to cut its budget gap to 2.8 per cent of GDP in 2012 from 12.7 per cent.

“The efforts in the next three years will be decisive for the country's course,” Prime Minister George Papandreou told the cabinet a day before submitting the plan to the EU. “The targets are achievable, we can do it.”

The country's fiscal ills have prompted ratings downgrades and a rise in its borrowing costs. Markets continued to punish Athens on Thursday.

Yield spreads between Greek bonds and German bunds widened to 270 basis points, up about 10 basis points from the previous day, during the televised cabinet meeting. The cost of securing Greek debt also hit a new high.

“As far as I can see there's not really much news in it. It highlights the desire of the government to reduce the deficit and limit the debt but there are still a range of questions left,” said Juergen Michels, an economist at Citigroup.

“Investors will need to have more details on how the Greek government plans to achieve its targets,” he added.


Ambitious Growth Targets


Greece's problem is convincing financial markets it can and will meet the targets it lays out.

Opinion polls show the public would support tough measures provided the pain was distributed evenly but there are signs of public unrest, with unions calling for strikes starting on Feb. 10.

Officials from the EU, which has hit out at Athens for past inaccuracies in its statistics, visited last week to examine the plan. Brussels has asked Athens for more quantified measures and to focus more on structural cuts rather than one-off taxes.

Finance Minister George Papaconstantinou told the cabinet meeting the deficit will be cut by 4 percentage points this year, from 12.7 to 8.7 per cent of GDP, with the economy returning to solid economic growth soon.

“In 2011 it will be cut further by 3 percentage points to 5.6 per cent of GDP. In 2012, by 2.8 percentage points, falling to 2.8 per cent of GDP.”

He predicted Greece's economy will expand in 2011, after falling into its first recession in 16 years in 2009, and grow by 1.9 per cent in 2012 and by 2.5 per cent in 2013.

The plan projected unemployment at 9.9 per cent this year, rising further to 10.5 per cent in 2011 and 2012. It promised to start generating primary surpluses from 2011, and laid out a 13 billion fall in borrowing this year, to €53.3-billion.

“The deficit is unlikely to fall as sharply as they think. But if the government tries to meet its goals at all costs that could prompt a very deep and serious recession ... It's clearly a very nasty situation,” said Ben May of Capital Economics.

“The growth forecast looks pretty optimistic. We think there is a very strong chance the downturn will intensify this year. We think that the economy might contract by 2 per cent this year and contract again in 2011.”

Mr. Papaconstantinou also said Greece's ballooning debt will start declining in 2012 and will be at 113.4 per cent of GDP in 2013. Greece is expected to tap bond markets later this month.

He has said deficit cutting measures will include less defence and hospital spending, a reduction of overtime and supplemental or bonus pay in the state sector and a pay freeze to public servant earning over €2,000 a month.
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Gold eased slightly in Europe on Thursday as the U.S. dollar firmed a little against the euro ahead of a European Central Bank policy decision later in the session, curbing interest in the metal as an alternative asset.

Traders are eyeing a raft of U.S. data due later, including retail sales, business inventories and import/export prices for December and weekly jobless claims for clues as to the dollar's next direction.

Spot gold was bid at $1,136.00 an ounce at 1005 GMT, against $1,137.60 late in New York on Wednesday. U.S. gold futures for February delivery on the COMEX division of the New York Mercantile Exchange eased 60 cents to $1,136.20.

“The U.S. dollar is getting weaker and the market is also a bit cautious ahead of the ECB press meet and retail sales figures,” said Pradeep Unni, senior analyst at Richcomm Global Services.

“The U.S. data is expected to come in weaker, so the dollar may give up some of its gains.”

The euro edged down versus the dollar on Thursday, with investors cautious ahead of an ECB policy decision and press conference by its president Jean-Claude Trichet.

No change is expected to euro zone interest rates or the rate outlook, but the central bank's view on Greece's fiscal troubles will be a focus. The dollar-euro is likely to remain the chief price driver for gold, analysts said.

“We continue to see potential for additional near-term weakness (in gold), particularly if, as we suspect, there is a continuation of the U.S. dollar rally that began in December,” said Numis Securities in a note.

“The decisive break through $1,000 an ounce could now provide a solid floor to any correction, although we would not be surprised to see some panic/stop-loss selling if this level is breached.”


Oil Rises


Oil prices rose in Europe on Thursday, climbing back above $80 a barrel as traders took advantage of the previous session's drop to 2010 lows as a chance to cover short positions.

Gold tends to track crude prices, as the metal can be bought as a hedge against oil-led inflation.

Interest in the largest gold-backed exchange-traded fund, New York's SPDR Gold Trust GLD-N

, were steady on Wednesday, having declined nearly 18 tonnes since the New Year.

On the production side, gold output in South Africa, the world's third largest miner of the precious metal, fell 4.9 per cent in November, Statistics South Africa said.

Among other precious metals, silver SI-FT

was bid at $18.48 an ounce against $18.59. Platinum PL-FT

was at $1,577 an ounce versus $1,574, and palladium PA-FT

at $429 versus $421.50.

The metals are being underpinned by fresh investment interest after the launch of new platinum- and palladium-based exchange-traded funds in New York last Friday. The ETFs added 170,000 ounces of metal in their first two trading sessions.

Interest in platinum group metals-backed ETFs could detract attention from similar products backed by gold, like the SPDR fund, Goldman Sachs said in a research note.

“The gold ETFs may face increased competition for investor demand in 2010 from the introduction of both the platinum (PPLT) and palladium (PALL) PGM ETFs,” the bank said.

“While these new physical-backed ETFs present a downside risk to gold-ETF demand and gold prices, they represent an upside risk to platinum prices, and we continue to recommend a long position in platinum as a ‘gold-plus' trade,” it added.
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The metals are being underpinned by fresh investment interest after the launch of new platinum- and palladium-based exchange-traded funds in New York last Friday. The ETFs added 170,000 ounces of metal in their first two trading sessions.

Interest in platinum group metals-backed ETFs could detract attention from similar products backed by gold, like the SPDR fund, Goldman Sachs said in a research note.

“The gold ETFs may face increased competition for investor demand in 2010 from the introduction of both the platinum (PPLT) and palladium (PALL) PGM ETFs,” the bank said.
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Gold eased slightly in Europe on Thursday as the U.S. dollar firmed a little against the euro ahead of a European Central Bank policy decision later in the session, curbing interest in the metal as an alternative asset.

Traders are eyeing a raft of U.S. data due later, including retail sales, business inventories and import/export prices for December and weekly jobless claims for clues as to the dollar's next direction.

Spot gold was bid at $1,136.00 an ounce at 1005 GMT, against $1,137.60 late in New York on Wednesday. U.S. gold futures for February delivery on the COMEX division of the New York Mercantile Exchange eased 60 cents to $1,136.20.

“The U.S. dollar is getting weaker and the market is also a bit cautious ahead of the ECB press meet and retail sales figures,” said Pradeep Unni, senior analyst at Richcomm Global Services.

“The U.S. data is expected to come in weaker, so the dollar may give up some of its gains.”

The euro edged down versus the dollar on Thursday, with investors cautious ahead of an ECB policy decision and press conference by its president Jean-Claude Trichet.

No change is expected to euro zone interest rates or the rate outlook, but the central bank's view on Greece's fiscal troubles will be a focus. The dollar-euro is likely to remain the chief price driver for gold, analysts said.

“We continue to see potential for additional near-term weakness (in gold), particularly if, as we suspect, there is a continuation of the U.S. dollar rally that began in December,” said Numis Securities in a note.

“The decisive break through $1,000 an ounce could now provide a solid floor to any correction, although we would not be surprised to see some panic/stop-loss selling if this level is breached.”


Oil Rises


Oil prices rose in Europe on Thursday, climbing back above $80 a barrel as traders took advantage of the previous session's drop to 2010 lows as a chance to cover short positions.

Gold tends to track crude prices, as the metal can be bought as a hedge against oil-led inflation.

Interest in the largest gold-backed exchange-traded fund, New York's SPDR Gold Trust GLD-N

, were steady on Wednesday, having declined nearly 18 tonnes since the New Year.

On the production side, gold output in South Africa, the world's third largest miner of the precious metal, fell 4.9 per cent in November, Statistics South Africa said.

Among other precious metals, silver SI-FT

was bid at $18.48 an ounce against $18.59. Platinum PL-FT

was at $1,577 an ounce versus $1,574, and palladium PA-FT

at $429 versus $421.50.

The metals are being underpinned by fresh investment interest after the launch of new platinum- and palladium-based exchange-traded funds in New York last Friday. The ETFs added 170,000 ounces of metal in their first two trading sessions.

Interest in platinum group metals-backed ETFs could detract attention from similar products backed by gold, like the SPDR fund, Goldman Sachs said in a research note.

“The gold ETFs may face increased competition for investor demand in 2010 from the introduction of both the platinum (PPLT) and palladium (PALL) PGM ETFs,” the bank said.

“While these new physical-backed ETFs present a downside risk to gold-ETF demand and gold prices, they represent an upside risk to platinum prices, and we continue to recommend a long position in platinum as a ‘gold-plus' trade,” it added.
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Gold eased slightly in Europe on Thursday as the U.S. dollar firmed a little against the euro ahead of a European Central Bank policy decision later in the session, curbing interest in the metal as an alternative asset.

Traders are eyeing a raft of U.S. data due later, including retail sales, business inventories and import/export prices for December and weekly jobless claims for clues as to the dollar's next direction.

Spot gold was bid at $1,136.00 an ounce at 1005 GMT, against $1,137.60 late in New York on Wednesday. U.S. gold futures for February delivery on the COMEX division of the New York Mercantile Exchange eased 60 cents to $1,136.20.

“The U.S. dollar is getting weaker and the market is also a bit cautious ahead of the ECB press meet and retail sales figures,” said Pradeep Unni, senior analyst at Richcomm Global Services.

“The U.S. data is expected to come in weaker, so the dollar may give up some of its gains.”

The euro edged down versus the dollar on Thursday, with investors cautious ahead of an ECB policy decision and press conference by its president Jean-Claude Trichet.

No change is expected to euro zone interest rates or the rate outlook, but the central bank's view on Greece's fiscal troubles will be a focus. The dollar-euro is likely to remain the chief price driver for gold, analysts said.

“We continue to see potential for additional near-term weakness (in gold), particularly if, as we suspect, there is a continuation of the U.S. dollar rally that began in December,” said Numis Securities in a note.

“The decisive break through $1,000 an ounce could now provide a solid floor to any correction, although we would not be surprised to see some panic/stop-loss selling if this level is breached.”


Oil Rises


Oil prices rose in Europe on Thursday, climbing back above $80 a barrel as traders took advantage of the previous session's drop to 2010 lows as a chance to cover short positions.

Gold tends to track crude prices, as the metal can be bought as a hedge against oil-led inflation.

Interest in the largest gold-backed exchange-traded fund, New York's SPDR Gold Trust GLD-N

, were steady on Wednesday, having declined nearly 18 tonnes since the New Year.

On the production side, gold output in South Africa, the world's third largest miner of the precious metal, fell 4.9 per cent in November, Statistics South Africa said.

Among other precious metals, silver SI-FT

was bid at $18.48 an ounce against $18.59. Platinum PL-FT

was at $1,577 an ounce versus $1,574, and palladium PA-FT

at $429 versus $421.50.

The metals are being underpinned by fresh investment interest after the launch of new platinum- and palladium-based exchange-traded funds in New York last Friday. The ETFs added 170,000 ounces of metal in their first two trading sessions.

Interest in platinum group metals-backed ETFs could detract attention from similar products backed by gold, like the SPDR fund, Goldman Sachs said in a research note.

“The gold ETFs may face increased competition for investor demand in 2010 from the introduction of both the platinum (PPLT) and palladium (PALL) PGM ETFs,” the bank said.

“While these new physical-backed ETFs present a downside risk to gold-ETF demand and gold prices, they represent an upside risk to platinum prices, and we continue to recommend a long position in platinum as a ‘gold-plus' trade,” it added.
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Gold eased slightly in Europe on Thursday as the U.S. dollar firmed a little against the euro ahead of a European Central Bank policy decision later in the session, curbing interest in the metal as an alternative asset.

Traders are eyeing a raft of U.S. data due later, including retail sales, business inventories and import/export prices for December and weekly jobless claims for clues as to the dollar's next direction.

Spot gold was bid at $1,136.00 an ounce at 1005 GMT, against $1,137.60 late in New York on Wednesday. U.S. gold futures for February delivery on the COMEX division of the New York Mercantile Exchange eased 60 cents to $1,136.20.

“The U.S. dollar is getting weaker and the market is also a bit cautious ahead of the ECB press meet and retail sales figures,” said Pradeep Unni, senior analyst at Richcomm Global Services.

“The U.S. data is expected to come in weaker, so the dollar may give up some of its gains.”

The euro edged down versus the dollar on Thursday, with investors cautious ahead of an ECB policy decision and press conference by its president Jean-Claude Trichet.

No change is expected to euro zone interest rates or the rate outlook, but the central bank's view on Greece's fiscal troubles will be a focus. The dollar-euro is likely to remain the chief price driver for gold, analysts said.

“We continue to see potential for additional near-term weakness (in gold), particularly if, as we suspect, there is a continuation of the U.S. dollar rally that began in December,” said Numis Securities in a note.

“The decisive break through $1,000 an ounce could now provide a solid floor to any correction, although we would not be surprised to see some panic/stop-loss selling if this level is breached.”


Oil Rises


Oil prices rose in Europe on Thursday, climbing back above $80 a barrel as traders took advantage of the previous session's drop to 2010 lows as a chance to cover short positions.

Gold tends to track crude prices, as the metal can be bought as a hedge against oil-led inflation.

Interest in the largest gold-backed exchange-traded fund, New York's SPDR Gold Trust GLD-N

, were steady on Wednesday, having declined nearly 18 tonnes since the New Year.

On the production side, gold output in South Africa, the world's third largest miner of the precious metal, fell 4.9 per cent in November, Statistics South Africa said.

Among other precious metals, silver SI-FT

was bid at $18.48 an ounce against $18.59. Platinum PL-FT

was at $1,577 an ounce versus $1,574, and palladium PA-FT

at $429 versus $421.50.

The metals are being underpinned by fresh investment interest after the launch of new platinum- and palladium-based exchange-traded funds in New York last Friday. The ETFs added 170,000 ounces of metal in their first two trading sessions.

Interest in platinum group metals-backed ETFs could detract attention from similar products backed by gold, like the SPDR fund, Goldman Sachs said in a research note.

“The gold ETFs may face increased competition for investor demand in 2010 from the introduction of both the platinum (PPLT) and palladium (PALL) PGM ETFs,” the bank said.

“While these new physical-backed ETFs present a downside risk to gold-ETF demand and gold prices, they represent an upside risk to platinum prices, and we continue to recommend a long position in platinum as a ‘gold-plus' trade,” it added.
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