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- from Saudi-Iran row

UBAI (News agencies) - Oil

prices eased yesterday after

data showed some of Asia's
largest economies are struggling, which
offset a boost from a breakdown in
diplomatic ties between Saudi Arabia
and Iran that some believed could result
in supply restrictions.

Saudi Arabia, the world's biggest oil
exporter, cut diplomatic ties with Iran
on Sunday in response to the storming
of its embassy in Tehran. The diplomat-
ic row between the two major oil pro-
ducers escalated following Riyadh's
execution of a prominent Shi'ite cleric
on Saturday.

But oil's early price gains fizzled after
data showed Chinese factory activity
shrank for a 10* straight month, prompt-
ing a 7-per cent fall on Chinese stock
markets and for trading to be suspended.

Manufacturing activity in India,
which the International Energy Agency
believes will lead growth in oil demand
this year, contracted for the first time in
two years,

Benchmark Brent crude futures were
last down 5 cents on the day at $37.23 a
barrel at 09:00 GMT, having touched an
intraday high of $38.50. US West Texagp
Intermediate (WTI) futures were down
10 cents at $36.,94.

“Iran may decide to take more of:a

ed policy of not cutting production. So
far, they've been going along with it, but
this renewed political vigour may
prompt them to change a bit,"” CMC
Markets analyst Jasper Lawler said.

"Really, this is still a bear market and
people are just selling the bounce
because (the clash) is not going 1o affect
production. Obviously it's just tensions
in the region."

Oil prices are still down by two-thirds
since mid-2014 on oversupply as pro-
ducers including the Organisation of the
Petroleum  Exporting  Countries
(OPEC), Russia and the United States
pump between 0.5 million and 2 million
barrels of oil every day in excess of
demand.

The clash between the two Middle
Eastern countries comes as Iran, which
holds some of the largest proven
reserves, hopes to ramp up oil exports
following the expected removal of sanc-
tions against ir.

"OPEC, Russia and the US beat our
initial supply expectations, adding to an
existing inventory headwind, For 2016
we think of it as the market rebalancing
year, but only from 2H (the second half
of 2016)," Alliance Bernstein said,

Alliance Bernstein said it expected
average Brent prices to fall to $50 in
2016 from $53 per barrel last year but to
recover to $70 a barrel in 2017 and o
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