
  

COMMODITY AND CURRENCY 
MONTHLY MONITOR 

JULY 2018 



Highlights of the Report 

Metals dip on Trade War Concerns while Oil shoots on Supply issues  
 Commodities Monthly Relative performance 

 Central Bank Balance Sheets stagnant in H1 2018 

 Chinese Yuan rallies 3.4% against Dollar in June 

 Euro-Zone PMI falls to multi-month lows 

 World Central Bank Rates and Global Economic calendar – July 2018 

 Gold Has Miserable Month as Dollar Seen as ‘First Choice’ Haven 

 Precious Metals View 

 WTI Oil Blasts To 4-Year Highs 

 Trump's tweets hurt oil prices more than help 

 Lack of Spare Capacity In World Oil Markets Signals Higher Prices 

 Gold/ Oil Ratio lowest in 4 years 

 Crude Oil View 

 Global trade war concerns, act as ‘power of gravity’ behind recent fall 

 Base-metals View 

 Agri Fundamental News  

 Outlook on Cotton, Jeera, Soyabean and Chana 

 2 



Commodities Monthly Relative performance 
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Central Bank Balance Sheets stagnant in H1 2018 
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 Monetary Tightening and stability followed by FED, ECB, BOJ, BOE 
and PBOC in first half of 2018. 



Chinese Yuan rallies 3.4% against Dollar in June 
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 The pace of yuan’s recent swoon has made investors nervous. But 
the PBOC has said the they are closely monitoring recent 
fluctuations in the currency market and will use its “ample” 
monetary tools to keep the yuan stable. 



EuroZone PMI falls to multi-month lows 
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World Central Bank Rates 
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Global Economic calendar – June 2018 
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(All timings in IST) 



Outlook on Precious Metals 
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Precious Metals Review of June 

 Gold has lost almost 4% so far this year, based on most-active 
futures contracts, failing to find much haven support from investors 
because of strength in the dollar. 

 Gold was allowed to close the half year on a slight upwards path at 
just over $1250 for the first time in a few days, although the recent 
precious metals weakness is largely a representation of dollar 
strength embellished by the American trade tariff implementation 
rhetoric.   

 The likely trade war may not be advantageous to the American 
consumer, but it is also seen as possibly more damaging to non-U.S. 
economies – notably to the EU and China –  and perceived 
weakness in those areas is seen as beneficial to the U.S. dollar index 
– at least in relative terms although its effects on overall dollar 
domestic purchasing  power may well be negative. 
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Gold Has Miserable Month as Dollar Seen as 
‘First Choice’ Haven 
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 Gold’s losses in June, driven by an ascendant dollar, have put the 
precious metal on course for its biggest monthly drop since 
November 2016, when markets were roiled by Donald Trump’s 
victory in the U.S. election. 



Gold Weekly Chart (Long term Wedge) 
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 Gold running lower into big long-term support, underside of wedge. 

 The move lower in gold hasn't disappointed with its impressive 
momentum after an extended period of choppy trading. A crossroad 
is nearing as price continues to unravel, with the December 2015 
trend-line less than 10 handles or so below. This line also constitutes 
the underside of a long-term wedge. 



Precious Metals Pre-review for July 

 Gold remains a laggard which simply means you should keep 
accumulating it in order to save yourselves from the inevitable 
destruction of fiat currencies. 

 Gold surged from seven-month lows this week as the US 
Dollar eased off pressure, but the bull run has come against 
resistance near $1260 and a continuation of bullish momentum will 
have to clear last week's high near $1270, while support remains 
thin with the precious metal hanging near key lows, and last week's 
low will  provide support from $1245 while this week's low at 
$1237 will stand as the key barrier to further bearish action. 

 Silver may even be a better bet in a rising gold price scenario, but it 
is very much more volatile and thus carries a greater risk element. 

 Silver  too has strong support around $15.8 -$16, from where prices 
have rebounded four times in 2018. So again, prices are expected to 
get support and move higher towards $17 in July 
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Outlook on Energy 
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Crude Oil Review of June 
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 A gain of 7.48% in Q1 of 2018 kept the bullish party going. In Q2, 
NYMEX light futures posted a 14.18% gain and were 22.72% higher 
for the first half of 2018.  

 NYMEX Crude oil traded to its most recent high at $74.46 per barrel 
on June 29. The range for the first six months of 2018 was from 
$57.60 on the lows to $74.46 per barrel on the highs. 

 The Organization of the Petroleum Exporting Countries and its allies 
recently decided to lift crude production starting on July 1 on 22nd 
June OPEC meeting, after reducing output since the start of 2017. 

 This, however, has done little to ease concerns over tighter global 
oil supplies, given Venezuela’s output declines, expectations for 
a U.S. sanctions-related downturn in Iranian exports, and 
disruptions to Libyan production. 

 



WTI Oil Blasts To 4-Year Highs 
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 To put it mildly, the situation has changed dramatically over the last 10 
days of June. Spurred on by US threats to cut off Iran’s oil exports and the 
surprising 9.9 million barrel drawdown in inventories (the biggest drop of 
the year so far), WTI has surged to test $74. 



Trump's tweets hurt oil prices more than help 
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 Mr Trump's interventions with tweets "unsettle" the market and appear to 
have pushed prices up. 

 With oil prices rising ahead of US November midterm elections, Mr Trump 
has tweeted his frustration three times  in June to no avail 



Lack of Spare Capacity In World Oil Markets 
Signals Higher Prices 
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 The more OPEC increases production, the less spare capacity the group 
has, leaving the oil market on a knife’s edge as it deals with a host of 
potential supply disruptions stemming from geopolitical and other issues. 
When oil markets set their sights on dwindling spare capacity, the result 
can be painful for consumers. 



Gold/ Oil Ratio lowest in 4 years 
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 The lowest Gold/Oil Ratio since November 2014, that level represents 
gold's average daily value in crude oil across the last three decades. Gold's 
relative value to oil – priced in barrels of crude – down to 17. 



Crude Oil Preview of July 
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 The three dominant oil producers in the world are the Saudis, 
Russians, and the United States. It is in the best interest of all three 
nations for the oil price to remain strong. At over $70 on WTI crude 
and almost $80 on Brent, the Russians receive a stable revenue 
flow, U.S. production flourishes, and the Saudis can attempt to get 
their house in order and gradually cash in on their crown jewel, 
Aramco. While OPEC moves to increase output at their June 
meeting, the mission of the cartel is to keep prices as high as 
possible for their members. 

 Oil futures are firm despite US pressure on Saudis to hike output to 
compensate for potential Iranian losses. Saudis have already raised 
production by 0.7mbpd over the past two months and are now 
running close to 11mbpd. 

 We are likely to see WTI Crude Oil topping out around $75 in July 
and see profit booking towards $70 again.  

 



Outlook on Base Metals 
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 LME Base metals continued to slide for yet another week during previous 
month. The June’18 month was remained overall weakest month for all 
basemetal pack during 2018. Aluminium prices slide from higher levels  after 
International Aluminum Institute data showed that global primary aluminum 
output in May rose to 5.441 million tonnes from a revised 5.303 million 
tonnes in April. While as per recent data Chinese government data, China's 
aluminum production rose 1.5 percent from a year earlier to 2.79 million 
tonnes in May. Thus overall due to ample supply Alumiumum prices remained 
overall to southward zone. 

 Copper prices had seen inverted ‘v’ shape fall during previous month. The 
rally was seen from 460 to 499 due to Wage concerns and Strikes in one of the 
biggest copper mining from Chile. While since last fifteen trading sessions one 
sided fall seen in it, as the Wage issues eased at some what part from Chile’s 
mining. The short term trend yet remained bearish for Copper market. While 
on the otherside as per I.C.S.G., global world refined copper market showed a 
55,000 tonnes surplus in March, compared with a 87,000 tonnes surplus in 
February. Thus this thing also adds some limited upside for Copper prices also. 
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Base-Metals Review of June 



 Nickel moved in rangebound during the previous whole month, due to mix 
global cues. Though technical trend was overall positive but concerns of Trade 
war and profit booking in basemetal pack had keep some limited upside in 
Nickel commodity. Yet Nickel prices had successfully maintained 1000 
(psychological)  support zone during prior month. 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. Global demand for nickel is seen 
increasing by 7.3 percent in 2018 from last year to 2.298 million tonnes, while 
supply rises 6.8 percent to 2.210 million tonnes.  Thus overall Story of 
Stainless steel’s & Battery consumption provide some supports to Nickel 
market.  

 While Lead commodity overall remained demand side & the supportive rally 
was largely fuelled by worries about shortages in China due to rolling 
environmental inspections on the secondary lead processing sector that 
resulted in some smelter closures. However, Zinc commodity lost its major 
part of gains due to lack of spot demand from china. 

 

 23 

Base-Metals Review of June 



Lowest low. While in recent data Nickel prices had lost its recent gains after some of the Philippines 
mines got production approvals. Lead had not got overall pressure as compare to othermetals looking 
over the supply side, the supply side of Lead is being the tightest among the commodity market as 
there is big clampdown on Chinese private mining sector. China contributes around 60% of primary 
global lead supply.  
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Global trade war concerns, act as  
‘power of gravity’ behind recent fall in basemetals 

  Out of whole basemetal 
pack Zinc, Aluminium  & 
Copper both commodity 
were worst performers 
during last month. 

 However, Lead & Nickel 
were remain on 
moderate buoyant side 
during priro month. MCX 
Copper prices had tested 
three month’s lower 
level, while Fears have 
not dissipated and will 
likely cap metals prices.  
MCX Zinc had tested ten 
month’s  

Aluminium 

Zinc 

Copper 



 Copper: 

 For upcoming trading session, we expect technically copper prices may 
extend it fall around 435-438 region, on the upside 452-460 level act as 
strong resistance / act as trend reversal zone. China's ongoing trade tension 
with the US is widely feared to weigh on economic growth of the mainland 
nation. Major trend remain down thus, we recommend to avoid longs 
unless prices not able to close successfully above mentioned resistance 
zone with volume support.  

 Aluminium:  

 MCX Aluminium prices likely to test downside around 143.70-142.80 
region, due to weak technical & fundamental reasons. Meanwhile US 
President Donald Trump threatened to import 20% tariff on all US imports 
of European Union assembled cars. 

 Nickel: 

 We expect Nickel commodity may remain overall positive for the coming 
month, due to prevailing higher demand for Nickel in the global markets as 
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Base metals Preview for July 



 - compared to the supplies. But it could be limited upside because 
Philippine miners sought to lift a ban on new large-scale mining 
projects after the state removed restrictions on fresh smaller 
ventures. We expect rangebound movement in Nickel prices from 
985-1085 region.  

 Lead: 

 LME Lead prices remained overall up during previous month, while for 
upcoming trading sessions we expect short term bull run may remain 
continue. While environmental inspections on the secondary lead 
processing sector that resulted in some smelter closures, which had 
supported lead prices overall. However in one of economic reports 
over the time period of 2014-2016 global mined lead supply had 
shrunk around 10%. Thus overall mix global cues and positive 
technical likely support the prices overall. We maintain our bullish 
view on Lead commodity with upside Target around 166-168 region in 
short term. 
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Base metals Preview for June 



 Zinc: 

 For July’18 trading session, we expect China had decided to ban new 
capacity for steel, coke and primary aluminum production in some key 
areas, including the Beijing-Tianjin-Hebei and Yangtze River Delta 
regions, the State Council said the latest effort to improve air quality. 
Zinc prices hit the lowest in over 10 months in previous month, due to  
rise in inventories signaled supplies were healthy and speculators put 
pressure on the market. Overall fundamentally and technical trend 
both are looks weak. We keep our view moderate bearish view on 
Zinc prices. 
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Base metals Preview for June 



Outlook on Agri Commodities 
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News and Updates 
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 Malaysia Jun 1-30 Palm Oil exports down 11.8% on weak demand. 

 India FY18 Spices exports up 8%. 

 Kharif sowing slipped 22% to 16.52 mln hec until Jun 29 on weak rains. 

 The central government procured a record Rs 29,070 crore worth of Pulses and Oil 
Seeds from farmers at minimum support prices (MSPs) in the 2017-18 crop season. 

 Centre allocates buffer stock of 3million tonnes for Sugar mills.  

 Gujarat Groundnut crop sowing drops 82% till Jun 25. 

 Kerala waives plantation tax, declares moratorium on Agricultural I-T. 

 India has extended restrictions on import of Peas until the end of September, the 
government said in a notification. 

 India imposes high import duties on US's Pulses. 

 Pulses Import declines By3.11% To 114244.86 MT In May2018. 

 Tea Board sees 5% export growth this year. 

 India to export 1-1.5 MT of raw Sugar to China this year. 

 Government withdraws stock holding limit on Edible Oil, Oilseeds. 

 Government hiked Import duty on Crude Soy Oil to 35% from 30%, Sunflower Oil to 
35% from 25% and Canola Oil to 35% from 25%. 



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

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

 Cotton acreage till last week of June was down 30% on year to 3.22 million hectares, as per the 
farm ministry data. The fall in area under Cotton can mainly attributed to delay in arrival of 
monsoon over Gujarat. 

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

 CAI maintains its Cotton crop estimate for 2017-18 season at 36.5 mln bales. 

 The Cotton Advisory Board (CAB) has lowered its Cotton output estimates of 377 lakh bales to 370 
lakh bales for 2017-18. This was largely attributed to pink bollworm attack on Cotton crops in 
Maharashtra, Telangana and Andhra Pradesh. 

 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. 

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

 We expect Cotton MCX (July) futures to test the resistance of Rs.23600/bales while strong 
support for the prices seen at Rs.21700/bales levels.  

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

 

 

 

 

 



Outlook on Soybean 
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 Above mentioned, Soybean NCDEX (July) weekly chart, Indicates that prices are currently 
recovering from lower levels. 

 It is likely to extend its upside and test resistance of downward sloping trend line. i.e. 
(Rs.3720/quintal) initially. However, Over all trend is still looking bearish and we advise positional 
traders to sell on rise near resistance zone. 

 Prices are witnessing recovery at present mainly due to demand hopes from China amid US vs 
China trade war and slow space of Kharif sowing due to weak rains. 

 We expect sowing to get good pace once the country gets proper rain fall. It’s seasonality impact 
also indicates selling pressure at the time of sowing.  

 We advise short term traders to hold their long positions for the ultimate price Target of 
Rs.3720/quintal levels. However medium-long term traders can get the benefit of this upside and 
follow the strategy of sell on rise near resistance zone. 

Soybean (Weekly) 



Outlook on Chana 
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 Chana NCDEX (July) futures witnessed smart recovery from lower levels in the month of June due to 
short covering  and government initiative to support prices. 

 Procurement of 2.68 million ton of Chana by National Agricultural Cooperative Marketing Federation of 
India Ltd (NAFED) also boosted the sentiment. 

 Government increase import duty on Chana to 70% from 60% to protect domestic producers amid 
record high output estimates in the current year. 

 Looking at the current technical structure, we expect  prices to continue with its firm sentiments in the 
month of July as well. It may test crucial resistance of Rs.3700/quintal level. 

 Rs.3300/quintal seems to be the short term bottom  for the prices and we advise traders to hold their 
long position with the stop  loss of the same. 

 We don’t recommend fresh selling from current levels. Traders can look for the opportunity to 
accumulate long position on dips. 

 

 

 

 

 

 

 

Chana (Weekly) 



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

 It has given a break out of strong resistance and managed to hold the gains which indicates continuation 
of upside in the month of July as well. 

 Looking at the current technical structure, we expect  prices to test crucial resistance of 
Rs.20500/quintal level. 

 Market participants expect higher export demand from China and Bangladesh on restricted supplies 
from Syria. 

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

 The Federation of Indian Spices Stakeholders (FISS) projected India's 2017-18 Jeera output at 6.92 
million bags, up 19% on year on back of higher acreage and favourable weather. 

 Crucial support for prices seen at Rs.17500/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 (Monthly) 
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Monarch Networth Capital Limited (hereinafter MNCL), a publically listed company, is engaged in services of retail broking, credits, portfolio management and marketing investment products including mutual funds, life & 
general insurance and as such prepares and shares research data and reports periodically with clients, investors, stake holders and general public in compliance with Securities and Exchange Board of India Act, 1992, Securities 
And Exchange Board Of India (Research Analysts) Regulations, 2014 and/or any other applicable directives, instructions or guidelines issued by the Regulators from time to time. Research report is a written or electronic 
communication that includes research analysis, research recommendation or an opinion concerning securities or public offer, providing a basis for investment decisions. The views expressed therein are based solely on 
information available publicly/internal data/other reliable sources believed to be true. The information is provided merely as a complementary service and do not constitute an offer, solicitation for the purchase or sale of any 
financial instruments, inducement, promise, guarantee, warranty, or as an official confirmation of any transactions or contract of any kind. Research data and reports published/ emailed/ text messaged via Short Messaging 
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circumstances and factors which involve risks, variables and uncertainties. The actual performance of the companies represented in the report may vary from those projected. The projections and forecasts described in this 
reports should be evaluated keeping in mind the fact that these- -are based on estimates and assumptions & are subject to significant uncertainties and contingencies, • -will vary from actual results and such variations may 
increase over a period of time, • -are not scientifically proven to guarantee certain intended results & are not published as a warranty and do not carry any evidentiary value., • -are not based on certain generally accepted 
accounting principles, • -are not to be relied on in contractual, legal or tax advice. Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change without 
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company's fundamentals. Though we review the research reports for any untrue statements of material facts or any false or misleading information, , we do not represent that it is accurate or complete and it should not be 
relied on in connection with a commitment or contract whatsoever. Because of the possibility of human, technical or mechanical error by our sources of transmission of Reports/Data, we do not guarantee the accuracy, 
adequacy, completeness or availability of any information and are not to be held responsible for any errors or omissions or for the results obtained from the use of such information. MNCL and/or its Affiliates and its officers, 
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