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 Risk Aversion lingers in Commodities as Trade war Looms 
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Sentiment soured as Trump seeks to impose 
Tariff on Metal Imports 
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 Market sentiment is continued to be weighed down by the imminent trade war 
initiated US president Donald Trump. Last week, he announced that he could 
sign orders to raise tariff on steel and aluminum imports in as soon as this 
week. Canada would be one of the biggest "victims" as it exports about 90% of 
steel to the US, whilst accounts for 41% of US aluminum. Some, however, 
forecast that Canada and Mexico might be exempted from the measures in 
order to facilitate a smoother NAFTA negotiation. 

 Meanwhile, Asia Pacific accounts for roughly 40% of total semi-processed and 
finished product imports in iron, steel and aluminum to the US. China, Korea, 
Japan and Taiwan would be impacted the most in the region. The tariff, if 
adopted, would affect many other industries ranging from auto and oil.  

 The EU has pledged to take retaliatory actions (taxing on made in USA 
products) in response to the US actions. Regarding this Trump intensified his 
threat, tweeting over the weekend that "if the EU wants to further increase 
their already massive tariffs and barriers on US companies doing business 
there, we will simply apply a Tax on their Cars which freely pour into the US". 
Market volatility would increase as the news on trade friction continue to 
escalate. 



Very little correlation between 
Commodities with Bonds or Equities 
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 As for the risks posed by weakness in stocks and bonds spreading to the 
commodities complex, the chart above shows that there’s been very little 
correlation between either stocks or bonds to commodity prices over the 
past 15 years. 

  
 



Commodities at long term cycle low 
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 Above chart is TR commodity index over the past 40-years. The TR 
Commodities index above seems to be influenced by a 16-year cycle.. If the 
index would breakout above resistance, it would send a bullish price message 
to this hard-hit sector, which should attract buyers. 

 . 



Global GDP growth is now well above Average 
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 Global growth has improved and 
looks more sustainable. It 
suggests a period of relative 
stability ahead, after the turmoil 
of the past few years. 

 Unlike bonds, strong global 
growth will benefit 
commodities, with industrial 
commodities still giving good 
leverage to the industrial cycle. 

 And if global growth continues 
to gather steam, helping to lift 
capacity utilization and improve 
labour market conditions, it will 
likely lead to a boost in 
inflationary pressures, 
something should benefit not 
only precious metals but 
broader commodity as well. 



EU PMI upturn remains robust in February 
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 Final Eurozone 
Manufacturing PMI is at 
58.6 in February (Flash: 
58.5, January Final: 59.6)  

 Broad-based expansion 
seen across all nations 
and sub-sectors in 
February. 

 The strongest rate of 
increase was signalled by 
the PMI for the 
investment goods 
category, followed by 
intermediate goods and 
then consumer products.  



Dollar Index forms “Double Bottom”  
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 From the short-term 
point of view, it’s clear 
that the USD Index has 
broken important 
resistance of 90.50 and 
seems to be heading 
higher towards 92.50. 

 It hasn’t broken above 
the previous February 
high, but the 
implications of 
breakouts above the 
declining lines are 
already significantly 
bullish as they were 
two of the things that 
stopped the rally about 
3 weeks ago. 



EURUSD forms “Double Top“ on Daily Chart 
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 EURUSD on the verge of confirming this double-top pattern on daily chart.. 

 In the near-term, the pair will likely struggle to gain traction above the 1.2250 
area. Key support comes in at the January 18 low of 1.2160 followed by 
1.2080. The latter will be the one to watch if the pair tests it in concert with 
the April 2017 trend line. 



World Central Bank Rates 
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Outlook on Precious Metals 
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Precious-Metals Review of February 

 Gold tumbled after Federal Reserve Chairman Jerome 
Powell opened the door to four interest rate hikes this year on the 
back of a strengthening U.S. economy, another instance of the 
competing forces that have corralled prices into a $65 range since 
the start of January.  

 While bullion is under pressure in an environment where the global 
economy is recovering and interest rates are climbing, the 
reappearance of inflation, the prospect of wider U.S. deficits and a 
long-term decline in the dollar have lent support to the bulls.  

 Despite the uptick in volatility in global stock markets, there does 
not seem to be much risk aversion in the marketplace at present, 
which is also working against the safe-haven gold and silver 
markets. 
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Recovering Dollar is headwind for Gold 
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 With the case of the Dollar Index, this potential double bottom has been 
formed around a long-term support at 88.50, a level which was resistance in 
the years 2008, 2009, 2010 and 2014 before it broke higher. So, if we get 
some confirmation here that the dollar has indeed bottomed, then this 
should be rather bad news for gold. 



But Gold can rise during rate hike cycles 
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 While bond yields are rising and the Federal Reserve is set for further 
increases in interest rates, that may not necessarily spell gloomier times for 
gold 

 Bullion climbed during the previous tightening cycle in 2004-2006.  



Russia Surpasses China With Massive Gold 
Purchases In January 
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 Russian Central Bank Gold Reserves Rise to 1,857 Tons in January, Passing 
People’s Bank of China’s 1,843 Ton Gold Hoard. 

 Russian gold reserves are now the fifth largest in the world. 

 Russia added 600,000 ounce of Gold (18.66 tons) to reserves in January. 



Silver Speculator turns to Net Sellers after 5 yrs 
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 The non-commercial 
futures contracts of 
Silver futures, traded 
by large speculators 
and hedge funds, 
totaled a net position 
of -1,508 contracts. 

 The speculative 
position is in short 
territory for the first 
time since April of 
2003 when silver 
spec positions spent 
four consecutive 
weeks in a short 
position.  



Gold–Silver Ratio suggests to Buy Silver & Sell Gold 
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 Above looks at the Silver/Gold ratio over the past 30-
years. Silver “AND” Gold bulls want to see this ratio heading higher, as when 
it does, historically both are moving higher.  

 Silver rallied at least 20% 4 diff times past 20-yrs when at this support. Its 
back, big test! 



Precious Metals Pre-review for March 

 Gold continues to fall, and is eyeing technical support just above 
$1,300/oz. as the US dollar continues to gain following hawkish 
commentary from the new Fed chair Jerome Powell on Tuesday. 
The greenback is being boosted as market expectations of up to 
four US rate hikes gather momentum.  

 A look at the implied US rates for the December 18 FOMC meeting 
show a 26.6% probability of a fourth rate hike, up from 19.6% one 
month ago. While a fourth hike is still unlikely, Fed chair Powell’s 
speech has bought it back to the table and traders are watching 
bond yields closely for any further signs that monetary policy will 
be tightened further. 

 By the way, ballooning shortfalls in the federal budget and current 
account balance could mean further weakness for the dollar even 
as the Fed tightens.  
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Outlook on Base Metals 
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Base-Metals Review of February 

 Basemetal pack remained volatile in previous week due to mix 
global cues. But overall Zinc, Copper & Nickel remained on buoyant 
side due to higher spot demand form the side of Chinese Buyers. 
While like in Aluminium & Lead commodities, Some big traders had 
locked their some part of profits during the second half of the 
previous month.  

 However, The volatility was mainly due to the unrest in the United 
States regarding rate hikes and a stronger dollar. Post second half of 
the Feb’18 period Nickel & Zinc remained the leader of the pack  
both rose more than 1.8% from the month opening , due to higher 
demand and supply concerns from Indonesia & China respectively. 

 Specifically Aluminium commodity behaves in volatile move due to 
mix cues from U.S. & LME side. As after US Commerce 
recommendations on imports, made by Commerce is levying a tariff 
of at least 7.7% on all aluminium imports from all countries. 
However, China has said that it may retaliate if this is imposed. 
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EV’s demand drives Nickel to northward zone 

23 

 The electric vehicle upheaval 
continues to unfold, with the 
scale of market penetration and 
investment by battery and 
automotive manufacturers and 
infrastructure players, adjusting 
progressively upwards, Thus 
Nickel, the market may remain in 
material supply deficit. 

 The LME three-month nickel 
price reached as high as $14,420 
per tonne on February 15, the 
highest since May 2015, amid 
optimism over EV demand 
growth.  

 Technically market is getting 
support at $13,000 and 
resistance is now likely to be 
seen at $14,800-$15000. 

 

LME Nickel (9Months) Chart 



Base metals Preview for March 

 Market Traders saw a positive fundamental outlook for base metals, 
forecasting across the board deficits in 2018 and through to 2020. 

 We expect Aluminium to move further lower as LME warehouse stocks 
shows continues rise trend. While Nickel and Zinc are expected to stay 
positive on strong demand and positive growth expectations. The 
outlook for metals is positive as the rally picks up momentum and 
expectations of global growth continue to drive the prices. 

 While Copper commodity expect to remain in some rangebound 
territory in the First half of March’18 period due to technical and mix 
global cues. From the Global side in recent data the China's 
manufacturing growth slowed more than expected. Growth in China’s 
manufacturing sector in February slowed more than expected to the 
weakest in over 1-1/2 years as Lunar New Year holidays disrupted 
business activity and tougher pollution rules curtailed factory output.  
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Base metals Preview for March 

 Further dampening sentiment was the decline in Chinese import 
volumes witnessed in January. China imported 314,525 tonnes of 
refined copper in January, a month-on-month decline of 4.2%, while 
copper scrap imports fell 24.1% in the same comparison as per the 
recent Chinese offical data. Technically market is getting support at 
450.4 and below same could see a test of 446.4 level, And resistance is 
now likely to be seen at 459.1, a move above could see prices testing 
463.8. 

 We keep our view overall bullish for Zinc commodity till first half of 
March’18 period based on technical & Chinese demand matters. As  
China is the world’s top metals consumer and its manufacturing sector is 
often seen as the main bellwether for base metals demand. While Zinc 
continues to find support from tightened availability, while the release 
of positive Chinese trade data also gave a boost to investors’ appetite 
for the metal. Also China imported 67,111 tonnes of refined zinc last 
month, up by 287.1% year on year. 
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Base metals Preview for March 

 While imports of zinc ore and concentrates rose by 48.5% in the 
same comparison to 344,394 tonnes. Thus, overall Zinc commodity 
may remain favourite for bulls, from the view point of fundamental 
perspective. Technically market is getting support at 222 and below 
same could see a test of 219/218 level, And resistance is now likely 
to be seen at 230, a move above could see prices testing 233. 

 Global copper supply is expected to be affected by ageing assets, 
limited sector reinvestment, a diminished project pipeline and an 
elevated risk of mine disruptions. 

 The emerging battery and EV trend adds further uplift to the demand 
outlook and attractive fundamentals. 
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Outlook on Energy 

27 



Crude Oil Review of February 
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 The drop in oil prices was mainly due to rising U.S. Crude oil 
inventories as well as build in Gasoline inventories which 
showed an increasing supply from the United States. 

 The plunge began as global equities plummeted after fears 
that the Fed was on a path to increasing benchmark interest 
rates of the United States more quickly than the market had 
previously anticipated. This, combined with increasing U.S. 
output, led to a sharp drop in oil prices. 

 However, positive comments from Saudi Arabia that an OPEC-
led effort to cut stockpiles is working  and shutdown of the El 
Feel oilfield in Libya, lead to a strong rally in prices in later 
part of the month. 

 

 

 



Crude Oil Review of February 
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 Crude oil prices came back to where they started the month of February, 
after plunging more than 12% from the high printed in January. 



CFTC Crude Oil Future Speculative Buying halts 
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 Net speculative 
length is losing 
momentum, 
following 
weakening 
interest in black 
gold.   

 Rising equities, 
rising yields, 
hawkish U.S 
monetary policy 
and increasing 
commodity price 
reminds me 
a  recent market 
crush. 

 



U.S. Crude Oil Inventories in February 
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 After peaking at 6.776M barrels, the U.S. Crude oil inventories 
began to report lesser builds and then a draw in inventories. 
This turned the sentiment back to positive and traders and 
investors initiated long positions, which fueled a rally.  
 



Crude Oil Preview of March 
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 Crude oil is expected to move higher in March, as global growth 
coupled with optimism regarding compliance of production cuts by 
the OPEC. 

 Other countries apart from OPEC, such as Russia have also reported 
strong compliance with production cuts which has lead to a rise in 
prices. 

 Crude oil inventories have also begun showing a downtrend after 
peaking at 6.776M barrels in the month of February. A draw in 
inventories shows a reduction in U.S. supply, which has been a major 
factor putting pressure on crude oil prices. 

 Overall, the market sentiment regarding crude oil looks quite positive 
and prices are expected to move higher. However, some pullbacks 
can be experienced during this month as traders and investors lock in 
their profits. 



 Crude Oil -  Technical view 
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 Technically, Crude Oil has broken the neckline of an Inverted Head & 
Shoulders and has retested it before moving upwards. We expect the prices 
to move higher this month as technical traders build long positions. 



Natural Gas Review of February 

34 

 Natural Gas prices have fallen around 15% in last one month 
as February turned out to be warmer than normal, and 
heating degree days are just slightly above 2016, but much 
higher than 2017, and natural gas prices have duly reflected 
that.  

• Parts of the central and eastern U.S. experienced record low 
temperatures in late December through early January, driving 
demand for natural gas. The EIA pegged daily domestic 
demand for the fuel at a record high of 150.7 billion cubic feet 
on Jan. 1.  

• February is expected to finish warmer than normal, and now 
that the bearish weather outlook is mostly priced in, so all 
eyes are now fixated on March.  

 

 



Natural Gas Preview of March 
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 For the first 5-6 days, the Southeast ridge will keep 
the demand regions warmer than normal and push 
lower heating degree days. But after that, there are 
potential signs developing that weather could flip 
from bearish to bullish.  

 If the weather trend is changing, and there are 
reasons to believe we could see a possible flip. 

 Of course, anything can happen in the world of 
weather forecasting, but our analysis indicates that 
given where natural gas prices are currently trading at 
and the weather set-up, we could be in for a reversal 
in the coming weeks.   



Natural Gas -  Technical view 
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 Technically, prices are forming a Rounding Bottom formation in Daily charts 
and building a base around Rs165-170. Hence, we expect the prices to 
move higher this month. 



Outlook on Agri Commodities 
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Fundamental Outlook and View on Soybean 
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 Soybean futures traded volatile in the month of February on profit booking at higher levels. 
However, it witnessed smart recovery from lower levels and extended previous month’s 
gains supported by strong domestic fundamentals and firm global prices. 

 The prices have been supported due to downward revision in Soybean production form the 
top two producing states is mainly due to uneven rains during the monsoon season.  

 Madhya Pradesh has lowered its estimate for Soybean production in 2017-18 (Jul-Jun) by 
23% to 53 lakh tonnes from 69 lt projected in the first advanced estimate. 

 Maharashtra also cut its Soybean production by almost 16% to 38.6 lakh tonnes (Vs 46.23 lt 
last year) this year. 

 Unfavorable weather condition in Brazil is delaying harvesting of the crop while in Argentina 
dry weather condition is leading to lowering yield levels.  

 According to the latest survey by the Soybean Processors Association of India (SOPA), India’s 
Soybean output in the 2017 -18 season is likely to decline by 24 per cent to 8.35 MMT 
compared to previous year’s estimates of 10.9 MMT.  

 As per recent Government report, India 2017-18 Soybean output seen at 11.39 mln tons. 

 We expect Soybean futures to continue with its northward journey in near term as well and 
near term contract is expected to cross Rs.4000/quintal mark very comfortable in short 
term.  

 We advise short-medium term traders to accumulate their long positions on every 
downside. 

 

 

 

 

 



Technical Outlook on Soybean 
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 Above mentioned, Soybean NCDEX (Mar) weekly chart, Indicates strong upside in the prices and 
currently it is trading near crucial resistance zone of its downward sloping trend channel. 

 It is likely to extend its gains and test the resistance of downward sloping trend channel on strong 
buying momentum. As per the downward sloping trend channel next resistance levels comes 
above Rs.4000/quintal levels. 

 Looking at the current Technical structure, we expect some profit booking in prices before it 
resume its northward journey once again. 

 We do not expect prices to fall below Rs.3500/quintal levels. 

 We advise long term traders to hold their bullish positions  and accumulate more on every 
profit booking for the ultimate price targets of Rs.4000/quintal and Rs.4200/quintal in near 
term. 

 

 

 

 

 

 

 

Soybean (Weekly) 



Cotton Complex Prices Outlook 

 Cotton complex commodities traded with selling pressure in the month of 
February mainly due to profit booking at higher levels after a strong run up in the 
prices.  

 Cocudakl  prices witnessed sharp fall through out the February month on slow 
demand. We expect Cotton complex commodities to resume it’s northward 
journey in the month of March supported by strong domestic fundamentals and 
firm global prices. 

 According to USDA, US Cotton production is expected to fall by 19.5 million bales 
during 2018-19 crop year.  

 Global Cotton production for year 2017-8 is likely to be higher by 14% y/y whereas 
global Cotton consumption is pegged at 120.50 million bales of 480 lb each as per 
USDA estimates.  

 About 223.14 lakh bales of Cotton has touched the market in marketing year 2017-
18 till 22nd Feb 2018 as per the data compiled by Cotton Corporation of India.  

 As per recent Government report, India 2017-18 Cotton output seen at 33.92 mln 
bales. 

 We expect Cotton futures to gain more in compression to Kapas and Cocudakl 
prices in the month of March tracking firm ICE Cotton futures prices. 
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Technical Outlook on Cotton Complex 
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 Above mentioned, Kapas NCDEX (Apr) weekly chart, Indicates consolidation after bull run in the prices . 

 By Applying Fibonacci Retracement on the same, we can see that prices are hovering around 
retracement levels of 61.8%. 

 We expect Kapas NCDEX (Apr) futures to find strong support between 61.85- 78.6% retracement levels 
i.e. Rs.893 – Rs. 930/20 K.g and bounce back from the said levels to test  resistance of Rs.980 and 
Rs.1012/ 20 K.g once again. 

 Above  mentioned , Cotton MCX (March) weekly chart, indicates strong recovery in prices.  

 We expect prices to extend gains from current levels and to test the resistance of downward sloping 
trend channel which comes above Rs.21400/ bales levels. Sustaining above the same buying momentum 
likely to accelerate till Rs.21800/ bales levels.  

 Looking at the current technical structure we do not expect any major downfall in the prices in the 
month of March. 
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Outlook on Castor 
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 As per SEA of India, Total area under Castor Seed for 2017-18 is estimated to rise by 2%  at 822,000 
hectares as per the government's estimates against last year's estimate of 800,000 hectares. 

 As per the SEA’s estimates, Castor Seed production is expected to increase by 35% to 14.30 lakh tons as 
compared to last year production’s of 10.55 lakh tons while carryover old stocks is likely to be 2.50 lakh 
tons as compared to previous year old stock’s of 10.00 lakh tons. 

 As per SEA of India: Average yield for year 2017-18 is estimated to be 1738 Kg/Ha. 

 As per recent Government report, India 2017-18 Castor Seed output seen at 1.50 mln tons. 

 India Jan Castor Seed meal exports at 31,129 tons vs 14,749 tons a year ago: SEA of India. 

 Above mentioned, Castor NCDEX (March) weekly chart, Indicates selling pressure in the prices. It is 
heading towards its crucial support of trend  channel. 

 We expect prices to remain under selling pressure in the month of March on higher production 
numbers. Prices likely to fall below Rs. 4000/quintal levels. Sell on rise around Rs.4300/quintal is advise 
to the traders.  
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Outlook on Jeera 
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 Jeera futures prices witnessed sharp fall from higher levels in the month of February tracking bumper 
crop expectations in current season. 

 India's 2017-18 Jeera output is likely to jump 19% to 6.92 million bags due to higher acreage and 
favourable weather. 

 As per Gujarat Agriculture Directorate, Jeera sowing jumped nearly 38% to 382,700 hectares due to 
attractive prices. 

 Gujarat is likely to produce 3.14 million bags up from 2.58 million bags and output in Rajasthan is 
projected at 3.78 million bags up versus 3.24 million bags a year ago. 

 The carry forward from last year is estimated around 200,000-250,000 bags. 

 We expect prices to remain under selling pressure in the month of March as well. However, it may 
witness some recovery due to short covering. Sell on rise is advised to the traders. 

 Next crucial support for prices seen at Rs.13000/quintal levels. 
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MNCL COMFX Research Team 
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