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Commodities fallout as Trade war tensions rise again 
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US Short-term Treasury yields steeply rise 
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 It seems like a steepening yield curve in the months to come, as we 
strongly believe that the move on the US 2Y yield is over, while we may see 
some sell-off on the long-end of the Treasury curve with the 10Y yield 
breaking through the 3% level (again). This could weaken the US dollar in 
the medium term against major currencies such as the euro, which itself 
has been slowly recovering from the recent USD rally, sending the EURUSD 
exchange rate above 1.20 within the next 3 months. 



World Central Bank Rates 

5 



Global Economic calendar – August 2018 
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(All timings in IST) 



Outlook on Precious Metals 
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Precious Metals Review of July 

 Gold is having a terrible year, losing nearly 8 percent in the last three 
months and 11 percent from its 2018 high as the U.S. dollar has gained 
ground against foreign currencies, weighing on the dollar-denominated 
asset. 

 But this bloodbath is leading to a buying opportunity. The biggest 
reason for that lies in "commitment of traders" data, which details 
open interest on futures and options on futures markets each week. 

 According to the CFTC's CoT data, managed money short positions 
have outweighed long positions for four weeks now, amounting to a 
near-record short position. Traditionally, it's the opposite; gold sits in a 
net long position, meaning managed money longs outnumber shorts. 
We've only seen this kind of pattern twice, and both times, gold has 
rallied. 

 The first time was in July 2015. Gold bottomed within two weeks, and 
rallied 11%. The second such time was in November 2015, and gold 
bottomed within three weeks before ultimately rallying 32%. 
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Funds hold record net short in Gold,  
Short covering coming? 

9 

 

 

 

 

 

 The two most extreme positioning situations are in Gold and US 
Treasuries as there has never been more hedge fund shorts in the 
precious metal - and it is accelerating dramatically. 



Russia dumped US treasuries to switch reserves 
to Gold 
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 Russia‘s U.S. dollar reserves have shrunk from $96.1 billion in March to just 
$14.9 billion in May, according to the Russian Central Bank.. Russia added 
500,000 ounces of gold (15.55 tons) to reserves in June and bought some 
106 tons of gold since the start of the year, with total reserves now 
approaching the 2,000-metric-ton mark. Last year, Russia added a record 
224 tons of gold to the reserves 



Precious Metals Pre-review for August 

 Gold may ease some more in the near term during a “seasonal lull” 
but then rise in September 

 Factors that could push gold down some more in the near term 
include a seasonally slow period for physical demand, bearish 
investment sentiment as reflected by recent interest in shorting 
SPDR Gold Shares, and an estimated 200 tonnes of ETF positions 
that are now in the red, meaning they could be liquidated. 

 Further, gross short positions are at record highs, suggesting scope 
for short-covering activity. Also, the Relative Strength Index 
technical indicator shows that gold prices are oversold in the 
current environment. 

 Strategy in this market should be through the options markets and 
initiating a bull call spread. We think, buying December Rs 30500 
calls while selling Rs 31500 December calls would be a fair play. We 
think in three months we will see much higher gold prices. 
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Outlook on Energy 
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Crude Oil Review of June 
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 The prices remain buoyed by a tight supply outlook, with global 
inventories down from record highs in 2017 and US inventories at a 
three-year low. 

 The supply of crude oil to the international market has suffered 
disruptions in the Middle East. Saudi Arabia last week said it was 
suspending oil shipments through the Red Sea’s Bab al-Mandeb 
strait, one of the world’s most important sea routes for crude oil, 
after Yemen’s Iran-aligned Houthis attacked two ships in the 
waterway. 

 But the prices have rebounded from recent lows over the last two 
weeks, as looming sanctions on Iran have already started to curtail 
exports from that country. 

 Supporting prices is the possibility that the United States might re-
impose sanctions on Iran, OPEC’s third-largest producer, which 
could result in further supply reductions from the Middle East. 



US Crude Oil production keeps on rising 
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 OPEC and its allies will regulate crude production beyond 2018 despite the 
renewed sanctions on Iran , and signs of easing output in the United States 
may fuel the recent advance in oil prices as recent updates from the U.S. 
Energy Information Administration (EIA) showed field production holding 
steady at 11 mn bpd to record high levels. 



Crude Oil Preview of August 
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 This oil market is filled with a variety of bearish factors: rising U.S. 
production, rising Saudi production, an emerging U.S.-China trade 
war, a rising dollar, potential tapping of the U.S. Strategic Petroleum 
Reserve, a Brazil oil industry that is stronger than being reported, and a 
reopening of Libyan ports - just to name a few.  

 We also know that weekly U.S. crude production has averaged an all-
time record 11 million b/d for the past two weeks, a 16% boom since 
early-January.  

 These stand against some bullish factors such as new sanctions on 
Iran and the latest flavor of the week scare: the International Maritime 
Organization's move to cut sulfur in marine fuels starting in 2020. 

  Russia and the Organization of the Petroleum Exporting Countries, de 
facto led by Saudi Arabia, agreed in June to begin ramping up crude 
production this month by up to 1 million barrels a day, after more than 
a year of holding back output. 

 



Outlook on Base Metals 
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 LME Zinc prices fall to multi month lows level, as Expectations for a rise in zinc 
concentrate supplies in coming years have driven down  but smelting capacity 
constraints suggest the sell-off is premature. During the last week of July 
month, the prices of steel-linked metals nickel and zinc came under pressure 
on lower demand expectations after China's top steelmaking city, Tangshan, 
ordered steel mills to shut sintering plants due to forecasts of heavy smog 
over the weekend. Overall pollution issues keeping pressure on Chinese 
growth numbers. 

 The Dollar index was broadly higher, hitting a six-month high against the 
yen, after Federal Reserve Chairman Jerome Powell gave an upbeat 
outlook for the U.S. economy and reinforced views that the Fed was on 
track to steadily hike interest rates over the period of year. 

 Lead prices consolidated near to its monthly lows level, after  Chinese 
secondary lead smelters are being forced to shut operations in light of 
fresh environmental inspections. As well, a crackdown on imports of lead 
waste products has shaken the smelting industry.  
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Base-Metals Review of July 



 Nickel commodity had lost its past gains despite of deficit concerns as per 
recent news As per Sumitomo Metal Mining, Japan's biggest nickel smelter, 
expects a global nickel market deficit to widen to 88,000 tonnes this year, 
from 72,000 tonnes last year, amid solid demand for stainless steel and 
batteries. Overall U.S. -  China trade war concerns keeping pressure in broad 
base basemetals pack. 

 The Trump administration plans to propose slapping a 25-percent tariff on 
$200 billion of imported Chinese goods after initially setting them at 10 
percent will disturb investor’s sentiment. MCX Copper prices fell almost 75-85 
points from its recent 52W highs. While in the counter action China's 
Commerce Ministry reported that it has launched an anti-dumping probe into 
imports of stainless steel billet and hot-rolled stainless steel sheet and plate 
from the European Union, Japan, South Korea and Indonesia. Overall trade 
war concerns keeping pressure on business sentiments and Consumer 
demand all over in broader market.  
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Base-Metals Review of July 



 In the middle of the July month, Aluminium prices hated some ground near to 
its support zones, after U.S. Treasury Secretary reported the Russian 
aluminium producer might be removed from a U.S. sanctions list. However 
other supportive news also came in the ground that  IAI reports showing 
global primary aluminium output in June dropping by 2.2% month on month 
whereas fell by 2.9% year on year basis. But no matter any positive news 
arrive in market Aluminium prices extended its losses due to weaker 
sentiment of Chinese Growth and lack of spot demand from Chinese market 
had kept overall pressure in aluminium prices. Inshort undertone of 
basemetal market currently its continue as bearish. 
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Base-Metals Review of July 



on a weak trend overseas amid easing demand from consuming industries. US plans to impose 25% 
tariff on $200 billion of imported Chinese goods after initially setting them at 10%, escalating 
dispute. Chinese politburo meeting was less dovish than expected regarding monetary and fiscal 
easing. Overall trade war concerns had dampen the market outlook & consumer sentiment. 
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 Weaker growth in China pushes metals lower 

  Chinese economy 
expanded at a slower 
pace in the second 
quarter as Beijing's 
efforts to contain debt 
hurt activity, while June 
factory output growth 
weakened to a two-year 
low in a worrying sign for 
investment and 
exporters as a trade war 
with the United States 
intensified. Base metal 
prices drifted  lower at 
the end of previous 
month. 

Zinc 

Copper 



 Copper: 

 For upcoming trading session, we expect technically copper prices may 
extend it fall around 409-400 region, on the upside 427-433 level act as 
strong resistance / act as trend reversal zone. As U.S. officials confirmed 
that President Donald Trump's administration proposed an increase in tariff 
rate on $200 billion worth of Chinese goods.  

 Aluminium:  

 MCX Aluminium moved in rangebound session since last few weeks 
between 139-145 price zones, due to mix global cues. At the same time the 
removal of sanction from Rusal by US administration might keep the further 
checks on gaining prices. Overall we expect fundamental wise and technical 
wise we expect untill Aluminium prices not able to breaks its short term 
range, till than we expect rangebound move may remain continue.  

 Nickel: 

 Despite of fundamentally positive outlook supported by the carmakers 
which are bracing for a surge in electric vehicle sales in the early 2020s and 
are increasingly worried about sourcing of nickel and graphite for their- 
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Base metals Preview for August 



 -batteries consumption. Over the period of month Nickel prices fell from 
1000(psychological) resistance to around 925 level. Technically outlook 
looks yet bearish for the upcoming trading session, we expect Nickel prices 
may fall further around 890-900 region.  We keep our view bearish on 
nickel prices for short term. 

 Lead: 

 LME Lead prices fell likely it has faced some selling pressure from metal 
traders as the concerns of trade war, looks not yet over. Although there 
could be some spot demand may sustain from the side of china as they had 
shut major part of production mines as a part of smelter cuts.  

 Technically, though MCX Lead prices sustained below its long term averages 
but its short term momentum indicators entered near to oversold zone. As 
well lead prices had taken support around 144 – 142 zone. we expect if it 
cross above 150 level decisively, than it may rise till 155.50-157 region in 
short term.  
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Base metals Preview for August 



 Zinc: 

 In one of the recent economic data Global crude steel production rose 
5.8 per cent in June from a year ago, while output from top producer 
and consumer China rose 7.5%. While other side China's economy 
expanded at a slower pace in the second quarter as per recent GDP 
data also June factory output growth weakened to a two-year’s lower 
level. Overall weak fundamentals had pressured Zinc prices to 
southward zone.  

 Technically, MCX zinc prices had completed target of bearish ‘head & 
shoulder’ pattern breakout. We expect as the most momentum 
indicators entered near to oversold zone, we may see some deadcade 
bounce upside till 184-186 region in short term. From current level we 
keep our view neutral to bullish for short term. 
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Base metals Preview for August 



Outlook on Agri Commodities 
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News and Updates 
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 Monsoon rains likely to be below normal: Skymet. 

 India likely to cut import duty on Wheat. 

 Govt to liquidate excess Pulses stocks through PDS. 

 NAFED to sell Mustard Seed in Rajasthan, not to sell below PSS: Official 

 SEA urges govt to put Edible Oils, Vanaspati on negative list of SAFTA treaty. 

 Erratic rains in Gujarat hit the sowing of Cotton, Groundnut, Pulses and other crops 
during the current kharif season, data from state government showed.  

 Sowing in Gujarat has dropped by about 12% as on July 13. 

 Uttar Pradesh government orders Sugar mills for early start of next crushing in 2018-
19. 

 Exports of Malaysian Palm Oil products for July fell 3.9 percent to 1,030,909 ton from 
1,073,224 ton shipped during June, according to independent inspection company 
AmSpec Agri Malaysia. 

 Indonesia’s Crude Palm Oil exports decline 2% in H1 2018. 

 Pepper imports by EoUs and SEZs exempt from price control: DGFT  

 Castor sowing  in Gujarat which is the key producing state is down at 36,881 hec until 
Jul 30 vs 144,100 hec year ago due to lower rain fall. 

 



Fundamental Outlook and View on Cotton 
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 Cotton futures traded with firm sentiments in the month of July on strong buying support from 
traders. 

 Domestic as well as global fundamentals are supporting the prices of Cotton futures. 

 USDA lower its ending stock estimates by 4 million bales for the month of July compared to 
previous month in its monthly report.  

 Prices likely to get support from on going US Vs China trade war as Chaina is looking towards India 
to fulfill their Cotton requirement. 

 India's Cotton exporters signed contracts to ship 85,000 tons of their new season harvest to China 
as the country looks to raise its imports in next crop year. 

 Global Cotton consumption may rise to record 27.5 MT in 2018/19: ICAC 

 Cotton exports may rise by 20% in 2017-18: CAB 

 World Cotton ending stocks may fall 6% in 2018-19: USDA. 

 Pink bollworm again attacks Cotton crop in Maharashtra which raised concerns. 

 As per Skymet report country will receive below normal rainfall which is likely to affect sowing. 

 Over all fundamentals of Cotton looks firm and we expect prices to continue with its northward 
journey in the month of  August as well. 

 We expect Cotton MCX (Oct) futures to test the resistance of Rs.25400/bales while strong support 
for the prices seen at Rs.23200/bales levels.  

 We advise traders to accumulate their longs on every dips as prices likely to remain firm in the 
month of August. 

 

 

 

 

 



Outlook on Castor 
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 Above mentioned, Castor NCDEX (Sep) monthly chart, Indicates that prices are witnessing good 
recovery from last couple of months and  currently in uptrend. 

 It is likely to extend its upside and test resistance of upper range. i.e. (Rs.5190/quintal). 
Rs.5190/quintal is very crucial level for prices as it has witnessed resistance multiple times from 
that level. 

 Castor sowing  in Gujarat which is the key producing state is down at 36,881 hec until Jul 30 vs 
144,100 hec year ago Due to deficient rain in some parts of Gujarat . 

 In the spot market, gearing up in demand for soap, paint and lubricant industries amid a pause in 
supplies likely to push prices northwards. 

 Over all trend is still looking bullish and we advise positional traders to accumulate their longs on 
every dips. Traders can accumulate their longs between Rs.4580/quintal to Rs.4400/quintal range. 
Strong support for prices seen at Rs.4200/quintal levels.  

 

Castor (Sep) Monthly 



Outlook on Jeera 
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 Jeera NCDEX (Sep) futures extended with gains on strong buying support from traders. 

 It managed to sustain above resistance of Rs.18000/quintal which indicates continuation of upside in the 
month of as well. 

 Looking at the current technical structure, we expect  prices to test next crucial resistance of 
Rs.22460/quintal level. 

 Demand from China and Bangladesh is improving as supply from Syria and Turkey affected on geo 
political reasons. 

 Weak rupee and poor supplies from other exporter countries likely to support Jeera futures in the 
August. 

 According to export data released by Commerce ministry, exports in May surged 88.7% to Rs 4.04 
billion.   

 Crucial support for prices seen at Rs.18000/quintal levels on closing basis. We don’t recommend fresh 
selling from current levels. Traders can look for the opportunity to accumulate long position on dips. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Jeera (Sep) Monthly 



Outlook on Soybean 
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 Above mentioned, Soybean NCDEX (Oct) monthly chart, Indicates that prices are currently in 
downtrend. 

 It is likely to extend its downside and test support of Rs.3280/quintal level. Over all trend is still 
looking bearish and we advise positional traders to sell on rise near resistance zone. 

 Prices may witness some recovery from current levels tracking report of sky met which indicates 
below normal monsoon in current season. Recent hike in MSP also likely to support prices for 
sometime. However, over all trend is still looking bearish and any upside in prices will attract fresh 
shorts. 

 We expect prices to face resistance tracking bearish global cues and seasonality impact.   

 Strong resistance for the prices is seen at Rs.3540/quintal levels. 

 We advise short term traders to accumulate their shorts on every rise.  We expect prices to 
recover marginally from current levels but any major upside in the prices is not expected. 

Soybean (Oct) Monthly 
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