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2016 % ChangeInstruments

Dear Valued Reader,

We are ready with our Dec 2016 -Jan 2017 - Feb 2017 forecast. 

Market recap: Before we start a brand new-innings of trading this December 2016, let’s review how 
the major indices listed at Dalal Street fared in November 2016 and from 1st January 2016 - 
November 2016: 

LTP Nov. 2016 % Change

Sensex 26652.81

Nifty 8225

Gold $ 1187

Silver $ 16.69

Crude-oil $ 48.17

USD/INR 68.38

BSE Auto Index 20144

BSE Bank Index 21316

BSE Capital Goods Index 14044

BSE Consumer Durables 11278

BSE FMCG 8070

+2.05%

+3.50%

+11.59%

+17.21%

+2.80% +31.43%

+2.52% +2.98%

+8.78%

+10.28%

+2.53%

-4.57%

-4.65%

-6.99%

-6.55%

-9.20%

-4.70%

-5.87% -0.59%

-12.75% -5.98%

-5.17%
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    Sensex: 26,652.                

    Nifty:  8,224.    There's a negative mood in the markets right now…                                           

Cautiousness greets Dalal Street this December month on backdrop of wild November where Nifty hit 
psychological 7900 mark. The key negative catalyst was the impact of demonetization on the overall 
economy. It is expected that demonetization move is likely to impact revenue growth. To add more to this 
dilemma, RBI announced that there will be a temporary rise in Cash Reserve Ratio (CRR) in order to curb 

excess liquidity likely to arise due to increase in deposits. 

Amid such uncertainty, there are not one but many reasons for markets to remain 
volatile this December:

2016 % ChangeInstruments LTP Nov. 2016 % Change

BSE Healthcare 15734

BSE Metal 10666

BSE Midcap 12498

BSE Power 2028

BSE Reality 1281

BSE Oil/gas 11964

BSE IT 9851

3.38% +44.18%

+12.16%

+1.13% +3.63%

+25.21%

-4.48% -6.93%

-7.23%

-17.63% -4.65%

-2.89%

-1.81% -10.94%
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1)  Fading hopes of RBI rate cut:  The Reserve?Bank’s move of retaining with it all cash deposits with 
banks made between September 16 and November 11 is likely to result in a marginal rise in costs for banks, 
as about 3.5 lakh crore of money will flow out to the RBI from the surge of deposits made in the wake of the 
November 8 demonetisation. 

This could also lead to a delay in lowering of interest rates, against popular opinion that the central bank is 
likely to cut rates in the December credit policy.

2) Fed Hikes. The expected continuation rate hikes from Fed should potentially translate into stronger U.S 
dollar. Well, this is bound to have negative impact on Emerging Market economies as this could prompt big 
funds to move their funds quickly from emerging markets such as India to the US in expectation of higher 
returns in the months to follow. Hence, sentiments will have adverse impact for investors at Dalal Street 
amid limited foreign portfolio flows channel. 

2017 will be challenging for Dalal Street on backdrop of environment of rising U.S interest rates and lower 
liquidity for Emerging Markets. Rate hikes from Fed should now be a consistent worry for Dalal Street.

All eyes will be on U.S Jobs data on December 2nd.

3) Muted Q3 returns ahead: On the backdrop of demonetization, the Q3 earnings will suffer as low 
liquidity does not encourage customers to spend. Discretionary spending will be avoided the most, hence 

demand for Auto, Realty and many other luxury goods will fall.

4) A strong dollar inflicting pain: The dollar is up 2.73% since Jan 2016 against a basket of er 
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six currencies. We expect to see further gains in 2016 in the U.S dollar; primarily as the Fed hikes rates while 
other countries continue easy money policies. This would definitely further pressurize the Indian Rupee. 

5)  FII’s exiting the Indian markets: After remaining net buyers in the domestic stock markets since 
April this year, FIIs have sold shares worth of Rs 13,199.68 crore (net) till November 16. On the other hand, 
net investment of domestic institutional investors stood at Rs 16,408.33 crore during the same period. The 
rising probability of an interest rate hike by the US Federal Reserve in the near term and firm bond yields in 
the US are taking foreign investors’ money away from emerging markets since October. 

Investors’ have few reasons to push the benchmark Nifty significantly higher from current levels. Upside 
likely to be capped and nervousness will prevail as liquidity is not that great. The technical landscape for 
benchmark Nifty is also bearish with upside capped at 8400 mark and immediate down side risk at 8000. 
Below 7900, expect Nifty to simply tank with aggressive targets below 7600 mark
Among sectors, we prefer Metals space because of rising commodities prices where copper is leading the 
pack. Amongst stocks, we like JSW Steel, SAIL, Hindalco, and Vedanta.

Bottom-line: Bears will take the Centre Stage if Nifty is unable to close above the 8400 mark.
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Gold: $1190                                                        Negative bias continues.           

You must be aware that the price of gold witnessed a larger rebound since December 2015 (rising from 
$1,050 to its $1,376) peak in early July this year. The said rebound was spectacular where gold soared more 
than +30% in only six months. 

Subsequently, the bull trend petered out in early July. Since then the price of gold has been steadily 
declining. We suspect more pain ahead for yellow metal and you can blame it to the following negative 
catalysts:

• 3-Month T-Bill Yield Soaring: The US 3-Month T-Bill yield has begun to soar. In fact it is presently 
at nearly 5%...an eight year high. As history is testament this will attract millions of international 
investors to the US Dollar. Correspondingly, the greenback should continue to rise.

• US Dollar Index Surges: US Dollar is on the up move as mentioned above. Undeniably, since 2011 
the US Dollar Index runs on-balance and in tandem with the US 3-Month T-Bill Yield. Moreover, the T-
Bill yields have been surging upward during this month of November…thus suggesting further 
strengthening of the US$. 

• The Fed is expected to hike rates for the second time in a year following more strong 
economic data. Also, US companies are seen continuing to increase spending.

Gold tends to do badly when interest rates are rising because, as it does not provide any income. 
The yellow metal also carries a high opportunity cost. Rising inflation and rates expectations are 
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also boosting the dollar, against which the metal is held as a hedge.

Hence we recommend initiating short positions on strength between $1215-1225 zone, targeting 1130 and 
then aggressive targets at 1062 with stop loss at 1260.
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Silver: $ 16.66:                                                     Blurry Outlook     

As expected, Silver ended on a downbeat note in November 2016 as well.

Going forward, investors will be keeping an eye on recent and upcoming commentary from Fed officials for 
clues on the pace of interest-rate increases. Higher interest rates can boost the dollar and dull demand for 
dollar-denominated commodities, including gold & silver. That means silver and the dollar often move 
inversely. A generally stronger dollar is likely to continue shedding of silver by exchange-traded funds and 
global economic cues set to keep pressure on the white metal.

All recent Fed remarks have mostly pointed to a December U.S. rate increase but still some disagreement 
persists.

The big picture for silver continues to be negative both from the fundamental and technical standpoint. 
Technically speaking, the biggest factor to watch out for in the near term would be $16 support area. Any close 
below $16 support will lead to larger declines, re-focusing attention at its key support at $15 zone. Hurdles in 
near term are at $18.22-18.75 zone.

Establishing short positions on any strength near at CMP 16.61 should be the preferred trading strategy in the 
near term.
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Crude-Oil: $48.70:                             Output freeze after 8 years of gap.           

The Organization of Petroleum Exporting Countries is ditching a pump-at-will policy introduced in 2014 to 
resume its traditional role as price fixer. 

It agreed to 1.2 Million Barrel Per Day Output Cut (an output of 32.5 million barrels a day) during its meeting 
at Vienna, on 30th November 2016. Saudi Arabia would contribute around 486,000 bpd by reducing output 
to about 10.06 million barrels per day. Following this move, an immediate 8% spike in WTI crude oil price 
was but natural
Going forward, OPEC now has a difficulty to handle. Oil rigs began popping up in U.S. oil fields when prices 
approached $50 a barrel and we believe that high-cost producers outside OPEC will further ramp up 
production if crude prices rise above $55 a barrel.  That includes U.S. shale drillers, which have built a 
backlog of partially completed wells in anticipation of a price recovery. Once prices rise, they could switch 
on that production-in-waiting. 

Anticipated accommodations the cartel is seen offering to Iran, Libya and Nigeria would mean that total 
OPEC production will likely increase next year, even as other members cut output in the first part of 2017.

To sum it up on technical grounds: Expect major strength in crude oil price above 52 mark. We recommend 
a buy at current and also on dips between 44.65-45.50 zone, targeting the much coveted 52 mark and then 

aggressive targets at 58-60 zone. Having said, that the price might reverse once it reaches 
psychological 60 mark in the near term and hence we can expect some profit booking thereafter.
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USD/INR: 68.38:                        Psychological 70 mark in sight.
 

The Indian Rupee near to its 39-month low against the US dollar. The fall comes as foreign institutional 
investors have sold over 5 billion dollars worth of Indian equities ever since the government announced the 
demonetisation drive. 

The dollar edged down against a basket of major currencies on Monday 28th November, surrendering some 
gains after a sharp rally that followed Donald Trump's surprise victory in the US Presidential election. The 
dollar had surged more than 4 percent against a basket of currencies in the wake of the election earlier this 
month - but has now retreated from its 14-year high. 

Expectations of rises in US inflation and interest rates have driven the greenback to a more than 6 percent 
gain in the past two months, its strongest showing over a similar period since early 2015. 

Going forward, the technical landscape suggests monthly breakout on the higher side for the USD/INR pair. 
We suspect that it will easily move past the psychological 70 mark by end of December 2016. Buy between 
68-68.30 zone, targeting 70.20 with stop below 66.85.



Crystal Ball

Silver, Crude Oil and USD/INR. We apply Macro and Trend analysis that lets us vividly present and 

communicate the results and give you a credible picture of the future.

 is a monthly investment research newsletter that forecasts Sensex, Nifty, Gold, 
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DISCLAIMER: This is solely for information of clients of Saaketa Consultants Ltd and does not construe to be an investment advice. It is also not intended as an offer or solicitation for the purchase and 
sale of any financial instruments. Any action taken by you on the basis of the information contained herein is your responsibility alone and Saaketa Consultants Ltd its subsidiaries or its employees or 
associates will not be liable in any manner for the consequences of such action taken by you. We have exercised due diligence in checking the correctness and authenticity of the information contained in 
this recommendation, but Saaketa Consultants Ltd or any of its subsidiaries or associates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any 
inadvertent error in the information contained in this recommendation or any action taken on basis of this information.

Technical analysis studies market psychology, price patterns and volume levels. It is used to forecast future price and market movements. Technical analysis is complementary to fundamental analysis 
and news sources. The recommendations issued herewith might be contrary to recommendations issued by Saaketa Consultants Ltd in the company research undertaken as the recommendations 
stated in this report is derived purely from technical analysis. Saaketa Consultants Ltd has based this document on information obtained from sources it believes to be reliable but which it has not 
independently verified; Saaketa Consultants Ltd makes no guarantee, representation or warranty and accepts no responsibility or liability as to its accuracy or completeness. The opinions contained 
within the report are based upon publicly available information at the time of publication and are subject to change without notice. The information and any disclosures provided herein are in summary 
form and have been prepared for informational purposes. The recommendations and suggested price levels are intended purely for trading purposes. The recommendations are valid for the day of the 
report however trading trends and volumes might vary substantially on an intraday basis and the recommendations may be subject to change. The information and any disclosures provided herein may 

be considered confidential. Any use, distribution, modification, copying, forwarding or disclosure by any person is strictly prohibited. The information and any disclosures provided herein do not 
constitute a solicitation or offer to purchase or sell any security or other financial product or instrument. The current performance may be unaudited. Past performance does not guarantee 

future returns. There can be no assurance that investments will achieve any targeted rates of return, and there is no guarantee against the loss of your entire investment.
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Disclosure of interest statement –    • Analyst interest of the stock /Instrument(s): - No.      • Firm interest of the stock / Instrument (s): - No.

Registered & Administrative Office :
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Tel: 040-27658107   Fax : 040-66364010    Email: info@saaketa.com
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