
 

Weekly Snapshot  

× New homes sales declined substantially in November, with home prices dropping by the 

biggest amount in eight months.  

× The final estimate of US third-quarter gross domestic product confirmed economic growth 

contracted 0.5%. 

× Silver failed to move in tune with gold prices and ended down by 2.92% at $10.51 a troy 

ounce.   

× Crude oil is set for first annual decline, after surging fivefold in the past six years as the 

deepening global recession hammers down the consumption of fuels.  

× United Arab Emirates announced that it would reduce output to comply with OPECõs 

supply curbs.  

× Idemitsu Kosan Co., Japan's second-biggest refiner announced that it will cut crude 

processing next quarter due to weak demand factor.  

× Peopleõs Bank of China reduced the lending rates by 27 basis points to 5.31%, the fifth cut 

since September. 

× World refined copper surplus rose 67 % in first nine months of this year. 

 

 

 

December 29, 2008  



 

BULLION  

Gold prices posted a third weekly gain as dollar declined against the euro for a sixth straight week. The most 

active February futures at COMEX gained by 4.04% to finish the week at $871.20 a troy ounce. During the 

week, volatility and participation was less as markets were in a holiday mood. Prices gained paving way for 

goldõs eighth consecutive yearly gain on back of increased investment demand and weakening USD. US dollar 

lost ground and moved lower against the euro after reports showed substantial fall in new homes sales in 

November, with new home prices dropping by the biggest amount in eight months. The final estimate of US 

third-quarter gross domestic product confirmed economic growth contracted 0.5%, unchanged from last 

month's estimate. With US jobless claims benefits increasing by 30,000 to a 26-year high of 586K and 

consumer spending coming down by 0.6%, the fifth straight monthly decline in November, prices headed 

towards weekly gains.  On the weekend, gold prices rose sharply by $23.20 or 2.74% as market witnessed a 

spike in crude oil prices, following reports that United Arab Emirates would reduce output to comply with 

OPECõs supply curbs. The upward trend in gold prices was also supported by the escalating tensions in the 

Middle East and South Asia, boosting the appeal of the precious metal as a haven. 

Interestingly, silver this week failed to move in tune with gold prices and ended down by 2.92% at $10.51 a 

troy ounce.  Recession in US, Euro-zone and Japan have reduced the industrial demand for the metal and this 

have been the prime reason for why silver is down by over 26% in 2008 and gold is up by around 2%.  

As per Bloomberg, SPDR Gold Trust investment, the biggest exchange-traded fund backed by bullion, has 

remained at a record 775.3 metric tons since Dec. 17. Week ahead, we expect a sideways movement in gold 

prices with bias on the upside. The sentiment remains bullish on back of economic uncertainty, geopolitical 

tension and anticipation of fresh buying in bullion as a safe haven. Silver is also likely to move sideways during 

the week. Economic data consensus is pointing towards mixed impact on US dollar while holiday season may 

lead to lackluster performance in the initial part of the week. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Exchange Commodity Open High Low Last % Change Volume % Change Open Interest % Change

Gold 839.4 874 829.8 871.2 4.04 146811 -72.21 183146 0.21

Silver 10.995 10.995 10.16 10.505 -2.92 175 -72.83 548 -2.32

Gold 12760 13466 12760 13392 5.13 161592 -38.64 16310 20.30

Silver 17633 17883 16935 17416 -0.69 99867 -49.76 10686 12.56

COMEX (USD/troy ounce)

MCX (Rs/10 grams)

 



 

Technical view : Spot Gold  

Spot gold prices settled higher in last weekõs trade nullifying the bearish shooting star pattern in weekly 

charts. Markets opened flat and were range bound for the entire week, except for the last trading day, when 

prices galloped, gaining $29.20 over previous weekõs close. The last weekõs close has added to more 

uncertainty in the market as the entire trading range for the week was within that of the previous week. The 

RSI continues to be in the neutral territory and is trending higher. Markets may continue to remain sideways 

in this weekõs trade, moving a $40 range on either side. 

 

ENERGY 

Bear market seems to be still alive for crude oil, as prices declined for yet another week, posting net negative 

returns of 11%. The fuel is set for first annual decline, after surging fivefold in the past six years as the 

deepening global recession hammers down the consumption of fuels. Prices were on selling spree with the 

most active February futures extending the decline to fresh contract lows of $35.13 before closing at $37.71 

levels. Prices took a pullback and spiked up by $2.36 on weekend after United Arab Emirates announced that 

it would reduce output to comply with OPECõs supply curbs. Abu Dhabi National Oil Co., the biggest 

producer in the U.A.E., said it will reduce oil supply to Asia in January and February, cutting down the supplies 

of the Murban grade by 15% and the Upper Zakum grade by 3%.  

Bearish fundamentals are still intact as global economy is heading in to recession and recent stimulus packages 

announced by various central banks could do little in reviving the economic activity. The set of poor data 

releases from the US reinforced the grim outlook on the world economy front, hence impacting the demand 

for the fossil fuel.  With US economy contracting by 0.5% in Q3 08, while consumer spending recording 

negative growth and unemployment on rise, we expect demand for fossil fuel to be affected very negatively.  

On the industry front, Idemitsu Kosan Co., Japan's second-biggest refiner announced that it will cut crude 

processing next quarter due to weak demand factor. Latest figures reveal that demand have been slowing 

down considerably from Asian region as Japanese crude-oil imports dips 17% to 3.71 million barrels a day 

while South Koreaõs oil demand plunges down by 12%.   

Prices have declined sharply even after OPEC announced an output cut of 2.2 million barrels last week, which 

was the biggest in more than a decade. The output cuts seem to be completely ignored as market eyes the 

demand factor rather than supply reduction. Prices are now down by 80% from the peak level of $147.27 a 

barrel in July.  

 

 

 



 

Meanwhile, US Department of Energy reported inventories of crude oil for the week ended Dec. 19, declined 

by 3.10 million barrels against the consensus of 0.5 million barrels increase. Gasoline and distillate inventories 

rose by 3.33 and 1.81 million barrels to 207.3 and 135.3 million barrels respectively and refinery utilization 

increased by 0.56% to 84.7%.  

On the natural gas front, prices rose by 9.22% to $5.83 per MMBtu as stockpiles fell 147 billion cubic feet in 

the week ended Dec. 19, which is more than the normal withdrawal for that time of year. However forecasts 

for milder weather in the days ahead, resulted in to prices shedding their earlier gains, ending off their weekly 

high of $5.94 levels. 

Coming week, we expect crude oil prices to trade sideways with bias on the higher side. Supply concerns 

have increased after Israeli air strikes in the Gaza strip killed more than 285 people, heightening geopolitical 

tensions in the Middle East, the world's largest producing region. However rising stockpiles and weak demand 

is likely to weigh down on prices. Natural gas prices are expected to be trading sideways amid forecasts of 

milder weather and expected firmer movement in crude oil prices.  

 

Exchange Commodity Open High Low Last % Change Volume % Change Open Interest % Change

Crude Oil 42.79 43.44 35.13 37.71 11.34 448211 -44.74 278865 16410.66

Natural Gas 5.27 5.94 5.21 5.826 9.22 135999 -47.93 14006 -65.76

Crude Oil 2060 2114 1751 1847 -9.86 496365 -30.84 32866 44.25

Natural Gas 261 287.5 251.4 284.50 8.80 13673 487.83 916 88.09
MCX (Rs. per barrel)

NYMEX (USD/barrel)

 
 

Technical view: NYMEX Crude  

Crude oil futures for February expiry on Nymex continued the bearish streak with the prices furthering their 

fall. Markets opened flat and continued the move lower from the very beginning itself taking prices beyond the 

previous weekõs low of $40.90. The fall in prices in spite of indicators being in the oversold conditions 

indicates the bearish strength in the market. We expect this to continue further as the charts are not 

indicating any signs of reversal as yet. Market finds major support around $30-$28 levels, which we feel may 

halt the fall in the short term. 

 

 

 

 

 

 

 

 



 

BASE METALS  

Base metals displayed lacklustre performance, trading in a thin range, as markets remained closed on eve of 

Christmas and Boxing Day. Less volatility was seen in the market, with prices taking cues from moderate 

weakness in US dollar and rising stockpiles at London Metal Exchange warehouses. The week started with 

optimism on demand front, as Chinese imports of copper and lead grew by 10% and 40% respectively (M/M), 

and Peopleõs Bank of China reduced the lending by 27 basis points to 5.31%, the fifth cut since September.  

However economic numbers from US held a bearish influence on prices, as outlook on the economy 

deteriorated further. The final estimate of US third-quarter gross domestic product showed economic 

growth contracted 0.5 percent, unchanged from last month's estimate, while new and existing home sales fell 

by 2.9% and 8.6% respectively. According to the National Association of Realtors, new home sales are now 

at the weakest level in 17 years. Moreover with jobless claims benefits increasing by 30,000 to a 26-year high 

and consumer spending declining for a fifth straight month in November, prices headed towards weekly 

losses.  

Spot demand remained weak as stockpiles continued increase and cancelled warrants declined, restricting the 

gains in prices. Zinc stockpiles tracked by the London Metal Exchange rose 8.4% to the highest level since 

May 2006 and nickel inventories gained by 4.6%, taking the total increase to 62% this year. Copper supplies 

also increased and are now at their highest in four years, contributing to a 68 percent plunge in prices since 

reaching a record in July. According to International Copper Study Group, World refined copper surplus 

rose 67 percent in first nine months of this year, due to weak demand in Japan, the European Union and the 

United States. The refined copper surplus rose to 120,000 tonnes during the period, compared with a 

surplus of 72,000 tonnes in the same period a year earlier. 

On the industry side, production halts were seen in case of copper, aluminum and nickel.  Zambia's Luanshya 

Copper Mine has halted operations and said that it will restart only if the price of copper rises.  Chinaõs 

Sichuan Aostar Aluminum Co., which has the capacity to produce 250,000 tons, said it curtailed output of 

the metal as prices slumped. OAO GMK Norilsk Nickel, Russiaõs biggest mining company, said itõs halting 

production at the Tati smelter in Botswana for 12 days after an accident.  

Next week, we expect base metals to remain sideways with bias on the lower side. Pullback from the recent 

lows cannot be ruled out as Chinaõs State Reserve Bureau plans to buy metals at the lower prices. The 

bureau may buy a total of one million tonnes of aluminum and 300,000 tonnes of zinc from producers over 

three months from January. Further on, expected higher movement in crude oil prices may lend support to 

the prices. However with bleak demand prospects, declining manufacturing activity in US, Euro and China, 

coupled with rising inventory levels, gains are likely to be restricted for the metal.  

 

 

 

 

Exchange Commodity Open High Low Last % Change Volume % Change Open Interest % Change

Copper 2980 3065 2817.25 2845 -2.90 30786 -67.75 1917 18.33

Zinc 1155 1196 1130.5 1150 -0.86 20094 -60.31 2150 -8.04

Lead 900 924.75 864.75 850 -0.12 5649 -65.89 927 -14.88

Nickel 10300 10500 9580 9625 -6.55 4029 -71.93 590 -20.81

Aluminium 1522 1585 1500 1537 1.39 43126 -73.78 5112 -6.01

Copper 144.7 149.5 138.55 144.1 -0.21 182294 -52.75 22468 -20.30

Zinc 54.5 58.15 54 56.05 3.22 4035 19.52 1123 15.30

Lead 45.35 46.55 42.15 43.55 -1.47 4068 66.24 1838 134.14

Nickel 501 512 469.3 481.3 -2.87 2988 -28.29 1120 23.89

Aluminium 71.5 76.25 70.45 73.75 4.46 393 -36.82 380 42.32

LME (USD/tonne)

MCX (Rs/Kg)

 



 

Technical view: LME Copper  

Copper prices continued the bearish move in last weekõs trade as the sellers continued to dominate the 

proceedings amid thin volumes. However, the extent of fall was very limited as markets were devoid of 

volumes as year-end festivities kicked in. Prices opened almost flat and consolidated for most part of the 

week, failing to fall much below the previous weekõs low of $2860. Though the RSI is near the oversold 

conditions prices continue to fall, signifying the bearish strength in the market. However, some caution is 

to be exercised as a probable correction, which is due in the markets, can take place any time in the near 

future. For the week, we expect prices to remain sideways 

 

 

 

 

 

 

 

 

 

 

  



 

Basis charts 
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  Stocks update  

     
 

     
  Calendar spreads  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 
 

 

  Ratio charts  

 

    


