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A

s the global economy growth slows, commodities have come into sharp spotlight. After
rising for the major part of the previous decade, commodity prices have been in a slack
for the last four years. Enormous & rare wild swings were seen in the entire financial
markets & commodities too were on a roller coaster ride. However, the rally in commodities got
derailed in 2011 & thereafter due to economic uncertainty and commodities saw a historical
fall in the prices and this spooked the confidence of the investors. In the year gone by, the CRB
(The Thomson Reuters/Core Commodity CRB Index) crashed by more than 23%. The base
metals price plunged by nearly 50% to hit multiplier lows, crude oil fell to its lowest value in
over 11 years, and gold and silver too lost their glitter for the third consecutive year. Many
events such as lower interest rate, stimulus packages worldwide, many excellent government
policies, production cuts, economic activities in emerging nations etc nothing helped the
commodities to revive from the depths & couldn't change their fate. Fragile economy of China,
magical performance of dollar index, comparatively better returns in equity, lots of geopolitical
tensions, subdued demand from emerging nations, massive supply, capital outflow from hedge
funds etc compelled most of the commodities to touch their mufti months low.
The Chinese economy, which is driven by consumption and services industry rather
manufacturing in past few years, cooled down the demand for metals and energy. Meanwhile,
the economy is trying to protect the miners and the industries dealing in raw materials,
especially in ferrous, non ferrous and iron ore. Interest rate cut together with devaluation of
Yuan may motivate buying in coming days.
As most of the commodities are denominated in dollars, strengthening dollar gives an adverse
impact to the price movements of metals & energy. A more than 20% rise in dollar index in past
two years has dampened the spirit of commodity traders. Even reduced investment demand
made a toll on this counter. The notional value of net 'long' or bullish investments in commodity
index products monitored by the US CFTC was totaled $256 billion in end-April 2011. Now the
tide has turned and the last US CFTC data for October 30 showed net long index positions at
only $138.3 billion.
We know that commodity markets have always been prone to super cycles or phases, which is
influenced by the GDP figures and economic activities. According to an NBER paper, three
major super cycles started in the 1890s, 1930s, and 1960s and ended in the 1930s, 1960s, and
1990s. This may be the end of another super cycle. But it is also true that market itself balances
the demand and supply. The way prices have crashed and miners opting for production cut, if
we see any rise in manufacturing activities in 2016, then it may assist commodities to make
bottom in 2016-2017 & hopefully, the downside may remain capped. It is difficult to conceive a
much sharper fall in commodities prices as most of them have collapsed in excess of 50% from
their peaks. At the same time, it will be too early to say, if commodity prices have reached their
bottom or there is more downside to come. We are not expecting boom around the corner but
we expect this year to be a “Year of Stabilization” in commodities. However, the billion dollar
question is that whether it would be a sustainable recovery or not.
Back at home, world is looking towards India now. 2014 was the year of “hope” with new
elected government, 2015 was the year of “realty” when equity saw profit booking and INR
depreciated, and we expect that 2016 should be the year of “effort”, which would make base for
coming years. Again the market is not trendy and minting money is not going to be easy in 2016
as well. Futures market may see many changes in effort to make it more competent under the
guidance of SEBI, which may swell the turnover in coming days. Expectation of introduction of
more trading instruments is an encouraging sign for farmers, processors, commodity
stakeholders and all other market participants, which will positively impact the markets. In
commodities, one should get ready for frequent churning, as most of them are expected to be in
range with some upside bias. Let's hope for the best. Wish you a very Happy New Year 2016.
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Performance of Calls Given In Our
Annual Magazine Commodity Outlook 2015
Commodity

Range forecasted
(Annual Magz. '15)
Gold (COMEX)
1000-1350
Gold (MCX)
23000-32000
Silver(COMEX)
14-23
Silver(MCX)
28000-50000
Crude Oil (NYMEX)
40-95
Crude Oil (MCX)
2700-5800
Natural gas(NYMEX)
2.75-5.20
Natural gas (MCX)
160-360
Aluminium (MCX)
100-145
Aluminium (LME)
1700-2300
Copper (MCX)
350-500
Copper (LME)
5900-8100
Lead (MCX)
100-150
Lead (LME)
1700-2400
Nickel (MCX)
750-1200
Nickel (LME)
12000-19000
Zinc (MCX)
115-170
Zinc (LME)
2000-2600
Cardamom
650-1200
Coriander
10000-16000
Jeera
10500-18000
Turmeric
7000-12000
Chana
2700-3700
Kapas
750-990
Sugar
2500-3500
Wheat
1500-1800
CPO (MCX)
390-550
Ref. Soy oil
520-640
RM Seed
3600-4600
Soybean (NCDEX)
2800-4500
Soybean (CBOT)
900-1650

2015
High*
1307.80
28500.00
18.50
40580.00
62.58
3989.00
3.35
207.40
125.60
1978.25
421.40
6481.00
138.40
2162.00
986.70
15677.00
154.35
2404.50
1190.00
13444.00
18930.00
10660.00
5425.00
967.00
3234.00
1725.00
474.50
678.50
5156.00
4412.00
1060.25

FOMC & ECB Meeting Schedule For 2016

2015
Low*
1045.70
24451.00
13.66
33030.00
33.98
2276.00
1.68
114.20
93.00
1432.50
293.50
4443.50
102.50
1551.50
542.40
8145.00
97.60
1474.50
602.60
6045.00
13430.00
6612.00
3256.00
716.00
2021.00
1405.00
351.80
559.25
3252.00
3062.00
844.25

Months 2016
January
February

FOMC meeting

ECB meeting

26th and 27th

13th and 21st

-

3rd & 17th

March

15th and 16th

10th & 16th

April

26th and 27th

21st

May

-

4th & 18th

June

14th and 15th

2nd & 22nd

July

26th and 27th

21st

-

3rd

20th and 21st

8th & 21st

-

5th & 20th

November

1st and 2nd

2nd & 16th

December

14th

8th & 14th

August
September
October

Source: FOMC & ECB

WGC Gold holdings(Top 10 Countries)
Country

Tonnes

% of reserves

1

United States

8,133.50

72.70%

2

Germany

3,381.00

67.10%

3

Italy

2,451.80

65.00%

4

France

2,435.35

62.10%

5

China

1,708.50

1.60%

6

Switzerland

1,040.00

6.20%

7

Russia

1,352.20

13.10%

8

Japan

765.2

2.20%

9

Netherlands

612.5

55.80%

10

India

557.7

5.60%
Source: WGC

Source: SMC Research

* Up to 31st December 2015

World Interest Rates Of Key Central Banks at present
Central Banks
Federal Reserve(FED)
European Central Bank(ECB)
Bank of England(BOE)
Bank of Japan(BOJ)
Reserve Bank of India(RBI)
People Bank of China(PBOC)
Reserve Bank of Australia(RBA)
Brazil Central Bank(BACEN)

Country
US
Euro
England
Japan
India
China
Australia
Brazil

Current Interest Rates
0.50%
0.05%
0.50%
0.10%
6.75%
4.35%
2.00%
14.25%

Previous rate
0.25%
0.15%
1.00%
0.10%
7.25%
4.60%
2.25%
13.75%

Date of change
16-Dec-15
4-Sep-14
5-Mar-09
5-Oct-10
29-Sep-15
23-Oct-15
5-May-15
30-Jul-15
Source: FX Street
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Return of Agri Commodities from 1st Jan '15 till 31st Dec '15

% Change

Cotton oil seed cake

46.42

Chana

36.87

Maize

22.97

Mentha oil

22.50

Sugar M 200

17.42

Kapas

11.79

Soybean

11.71

Crude palm oil (BMD)

10.69

Turmeric

8.79

Chilli

5.26

Gur

1.19

Mustard seed

0.47

Wheat

-2.51

Refined soy oil

-2.60

Jeera

-7.55

Crude palm oil (MCX)

-12.86

Soybean (CBOT)

-14.39

Cardamom

-24.04

Castor seed

-25.27

Guar Seed

-30.65

Corainder

-36.95

Guar Gum

-49.49
-60.00

-40.00

-20.00

0.00

20.00

40.00

60.00

Source: Reuters & SMC Research

Return of Bullions, Metals And Energy from 1st Jan '15 till 31st Dec '15

% Change

Lead (MCX)

1.66

Lead (LME)

-3.36

Gold (MCX)

-6.62
-7.63

Silver (MCX)
Gold (COMEX)

-10.46

Silver (COMEX)

-12.77

Aluminium (MCX)

-14.43
-16.45

Natural Gas (MCX)
Natural Gas (NYMEX)

-17.86

Aluminium (LME)

-18.86

Copper (MCX)

-21.08
-22.93

Zinc (MCX)
Copper (LME)

-25.00

Crude oil (MCX)

-26.63

Crude oil (NYMEX)

-31.10
-33.07

Zinc (LME)
Nickel (MCX)

-40.41

Nickel (LME) -42.17
-45.00

-40.00

-35.00

-30.00

-25.00

-20.00

-15.00

-10.00

-5.00

0.00

5.00

Source: Reuters & SMC Research
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Asset class performance from 1st Jan'15 to 31st Dec '15

% Change

DAX

10.75

Nikkei

9.86

Dollar Index

9.32

Shanghai Composite

8.61

CAC

7.99

US Treasury

6.52

DJ EuroStoxx

3.08

Japanese Yen/USD

0.53

S&P 500

-0.73

Dow Jones

-2.23

Nifty

-3.95

INR/USD

-4.57

FTSE

-4.93

Hang Sang

-7.47

Euro/USD

-10.23

Silver (COMEX)

-10.46

FAO Price Index**

-12.43

Gold (COMEX)

-12.77

Bovespa

-13.31

Natural Gas (NYMEX)

-17.86

CRB

-23.12

Copper (LME)

-25.00

Crude Oil (NYMEX)

-31.10

Baltic Dry Index

-38.00

-50.00
** Closing as on November, 2015

-40.00

-30.00

-20.00

-10.00

0.00

10.00

20.00

Source: Reuters & SMC Research

In the year 2015, financial market dynamics had been affected by oil prices beyond expectation and this kept investors on their toes throughout the year.
Other factors too dogged the markets to name a few are slow growth of emerging nations, massive rise in the dollar index, expectation of interest rate hike
by Fed, which actually happened in the last month of the year 2015, currency devaluation by China and many more. However, bulls continued to enjoy in
the equity markets and they looked least interested in the commodity markets. One cannot deny that act that fall in commodity prices since last 4 years
had also affected the return of the equity market to some extent. Meanwhile, US treasury closed the year in a positive territory, portraying the fear factors
among the investors. The dollar index was the center of attraction; it gave huge return to the market participants. Once again, poor shipping activities
sank Baltic Dry Index. FAO Price Index, which shows the performance of five food commodities viz; Cereal, Vegetable Oil, Dairy, Meat and Sugar, basically
moved down by more than 12%, confirmed the oversupply situation worldwide amid the average demand.
The greenback rose to a 13-year high as against a basket of currencies in 2015 amid the modest U.S. economic growth, falling unemployment, and a small
pickup in inflation. It stunned investors by expanding more than 10% in 2015, on top of a 12% gain in 2014, even though the Fed didn't raise rates as
quickly as expected. Commodities saw the end of supercycle and the washout in commodities widespread from producers of grains other soft
commodities, miners to commodity exporting nations. CRB saw a negative return back to back for four years in a row. The mounting selling pressure from
funds has aggravated the crisis in commodity markets. Crude and many industrial metals fell more than 50% from their peak. Oil was most oversupplied,
its prices sank 60% from June 2014, and stockpiles have swelled to an all-time high of almost 3 billion barrels. A hunger for coal, oil and metals from
Chinese manufacturers that powered a bull market for about a decade until 2011 saw a razor sharp decline as growth faltered. The US economic recovery
and the prospect of an imminent Federal Reserve interest rate hike have fostered a strong dollar, in turn, diminishing gold's safe-haven appeal.
Bloomberg, the gauge tracking the performance of 22 natural resources has plunged two thirds from its peak, to the lowest level since 1999. The world
got stuck with raw-material surpluses after years of expansion met a slowing economy in China. China, which was consuming about half of the global
output in metals and energy for many years, saw a continuous decline in growth. From an average of 9.5% in 2012 and 7.4% in 2014, the country's GDP
growth dropped to 6.9 % in the July-September period of 2015. Even interest rate cuts, currency devaluation and many talks to support the industry
couldn't save the fall of prices in commodities.
However, the Chinese stock market stimulated in the year gone by on the back of mounting stimulus measures by the Chinese central back. Actually, the
weak economic data have forced the central back to come up with the new stimulus measures to spur the economy. Moreover, equity markets in Japan and
Western Europe gained strongly amid ongoing ultra-easy monetary policy. Nikkei, CAC and Euro Stoxx have also given positive returns on some
improvement in economies. On the flip side, Dow Jones, S&P, Nifty, Hang Sang, FTSE etc. marched in a negative territory on slow growth. Commodity
exports based economy, Brazil, suffered huge losses on the decline in commodity prices and its Index, Bovespa saw a sharp fall of more than 10% in 2015.
®
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Span Of Price Movement
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Span of Price Movement (Agro Commodities)
COMMODITY

EXCHANGE

Cardamom
Coriander
Jeera
Turmeric

MCX
NCDEX
NCDEX
NCDEX

Chana
Castor Seed
Cotton oilseed cake
Guar Seed
Guar Gum
Gur
Kapas
Maize
Mentha Oil (MCX)
Sugar
Wheat

NCDEX
NCDEX
NCDEX
NCDEX
NCDEX
NCDEX
NCDEX
NCDEX
MCX
NCDEX
MCX

Crude Palm Oil
Crude Palm Oil
Soybean
Soybean
RM Seed
Ref. Soy Oil

MCX
BMD
NCDEX
CBOT
NCDEX
NCDEX

LIFE TIME HIGH

LIFE TIME LOW
SPICES
2097.00
206.10
13444.00
2570.00
18930.00
4877.40
16350.00
1666.00
OTHER COMMODITIES
5425.00
1331.00
6058.00
268.60
2178.00
218.30
29900.00
1015.00
95920.00
3235.00
1373.00
361.40
1262.00
398.90
1640.00
940.00
2570.30
342.00
3672.00
1182.00
1734.00
662.00
OILSEEDS
632.20
154.20
4486.00
430.00
5064.50
1104.50
1794.75
401.50
5156.00
1586.25
817.00
337.70

2015 HIGH*

2015 LOW*

1190.00
13444.00
18930.00
10660.00

602.60
6045.00
13430.00
6612.00

5425.00
5135.00
2178.00
5405.00
13000.00
1014.00
967.00
1608.00
1146.80
3234.00
1725.00

3256.00
3444.00
1382.00
3054.00
5640.00
938.00
716.00
1091.00
719.90
2021.00
1405.00

474.50
2508.00
4412.00
1060.25
5156.00
678.50

351.80
1863.00
3062.00
844.25
3252.00
559.25
Source: Reuters & SMC Research

* Closing till 31st December 2015

Span of Price Movement (Bullions, Metals & Energy)
COMMODITY

EXCHANGE

LIFE TIME HIGH

LIFE TIME LOW

2015 HIGH*

2015 LOW*

COMEX

1911.60

252.50

1307.80

1045.70

MCX

35074.00

5600.00

28500.00

24451.00

50.35

1.95

18.50

13.66

73600.00

7551.00

40580.00

33030.00

NYMEX

147.27

9.75

62.58

33.98

MCX

7785.00

1626.00

3989.00

2276.00

NYMEX

15.78

1.04

3.35

1.68

MCX

591.80

99.50

207.40

114.20

Aluminium

MCX

151.50

62.20

125.60

93.00

Copper

MCX

512.65

117.60

421.40

293.50

Lead

MCX

154.40

40.50

138.40

102.50

Nickel

MCX

2253.00

442.30

986.70

542.40

Zinc

MCX

208.30

49.85

154.35

97.60

Gold

Silver

COMEX
MCX

Crude Oil

Natural Gas

Source: Reuters & SMC Research

* Closing till 31st December 2015
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Nickel
Crude oil
Gold
Aluminum
Silver
Zinc
Silver
Nickel
Silver
Crude oil
Lead
Zinc
Lead
Gold
Silver
Gold
Gold
Crude oil
Lead
Crude oil
Lead
Lead
Gold
Gold
Crude oil
Gold
Aluminum
Gold
Gold
Gold
Silver
Lead
Gold
Zinc
Gold

Feb
Feb
Apr
March
May
April
May
May
July
June
June
June
June
Aug
Sep
Aug
Aug
Aug
July
Aug
July
Aug
Oct
Oct
Oct
Dec
Oct
Dec
Dec
Feb
Mar
Jan
Feb
Dec
Feb

Trend

Buy
Buy
Buy
Buy
Buy
Buy
Buy
Buy
Buy
Buy
Sell
Buy
Buy
Buy
Buy
Sell
Buy
Sell
Sell
Sell
Buy
Buy
Buy
Sell
Buy
Buy
Buy
Sell
Buy
Buy
Buy
Sell
Buy
Buy
Buy

9-Jan-15
2-Feb-15
6-Feb-15
5-Mar-15
20-Mar-15
26-Mar-15
10-Apr-15
27-Apr-15
28-Apr-15
4-May-15
7-May-15
28-May-15
29-May-15
5-Jun-15
18-Jun-15
25-Jun-15
3-Jul-15
7-Jul-15
9-Jul-15
14-Jul-15
17-Jul-15
5-Aug-15
17-Aug-15
4-Sep-15
17-Sep-15
5-Oct-15
9-Oct-15
3-Nov-15
6-Nov-15
19-Nov-15
7-Dec-15
16-Dec-15
18-Dec-15
21-Dec-15
29-Dec-15

Contract

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35

Commodity
Given

Date

No.

Sl.

978.00
3050.00
27400.00
112.70
36355.00
131.25
36900.00
863.40
37565.00
3897.00
132.30
141.45
128.00
26738.00
37750.00
26573.00
26262.00
3515.00
114.90
3297.00
116.80
111.10
25934.00
26484.00
3149.00
26408.00
100.85
26556.00
25872.00
25391.00
35180.00
113.30
24934.00
100.70
25260.00

Price

Call Initiated

1070.00
3500.00
28200.00
118.00
40000.00
137.00
39000.00
1000.00
41000.00
4200.00
123.00
152.00
140.00
27500.00
40000.00
26000.00
27100.00
3200.00
109.00
3000.00
122.00
120.00
26900.00
25500.00
3400.00
27400.00
109.00
25800.00
26850.00
26400.00
37200.00
107.50
25700.00
107.50
26800.00

Targets

Note:

These long term fundamental calls are for duration of one to three weeks time frame and do not confuse these with intraday calls.

It is assumed that investor takes position in two lots and square off position in one lot on partial profit booking and trail stop loss to buying/selling price for second lot.

®
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Profitable

Strike rate

Stop loss

68%

11

12.62

Net % Price movement
35

-4.91
4.43
-1.46
1.42
6.31
1.27
-2.98
5.74
0.83
3.26
1.85
-3.01
-4.69
1.24
-2.78
0.20
0.40
4.69
0.70
-3.25
-1.97
0.41
1.80
1.68
2.57
1.38
2.48
0.62
-2.02
-1.07
-4.70
0.79
0.87
0.40
0.12

call Is initiated (%)

Price movement since

Stop loss hit
Booked partial profit at 3185
Stop loss hit
Booked partial profit at 114.30
Booked full profit at 38650
Booked partial profit at 132.95
Stop loss hit
Booked full profit on 913
Booked partial profit at 37875
Booked partial profit at 4024
Booked partial profit at 129.85
Stop loss hit
Stop loss hit
Booked partial profit at 27070
Stop loss hit
Booked partial profit at 26520
Booked partial profit at 26366
Booked full profit at 3350
Booked partial profit at 114.10
Exit at 3404
Exit at 114.50
Booked partial profit at 111.55
Booked full profit at 26400
Booked full profit at 26040
Booked partial profit at 3230
Booked full profit at 27786
Booked full profit at 103.35
Booked full profit at 26392
Stop loss hit
Exit at 25120
Stop loss hit
Booked full profit at 112.40
Booked full profit at 25152
Booked full profit at 101.10
Booked full profit at 25290

Remarks

Total calls

930.00
2850.00
27000.00
109.00
34500.00
127.00
35800.00
792.00
35700.00
3750.00
139.50
137.00
122.00
26300.00
36700.00
26850.00
25800.00
3670.00
118.00
3450.00
114.50
106.50
25400.00
27000.00
2940.00
25880.00
97.00
27000.00
25350.00
24900.00
33525.00
116.50
25450.00
113.50
25800.00

Stop Loss
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28
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26
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27
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23

26-Jun-15

22
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18-Jun-15
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20

16-Jun-15

19
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9-Jun-15

9-Jun-15

17
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12-May-15

22-May-15

15
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29-Apr-15

5-May-15

13
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15-Apr-15

23-Apr-15

11

12

25-Mar-15

10-Apr-15

9
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Sugar

17-Mar-15

8

Chana

9

Kapas

Soybean

Soybean

Sugar

Mentha Oil

Kapas

Soybean

Mentha Oil

Castor seed

Jeera

Jeera

Turmeric

Wheat

Kapas

Cardamom

Cocud

Kapas

Sugar

Cardamom

Barley

Guar seed

Cardamom

Sugar

Barley

Ref. Soy oil

Castor seed

Mentha Oil

10-Feb-15

3-Mar-15

6

Cardamom

Crude Palm Oil

Ref. Soy oil

Wheat

Mentha Oil

Commodity

7

22-Jan-15

6-Feb-15

4

22-Jan-15

3

5

8-Dec-14

14-Jan-15

1

2

Date of

Report

Sl.

No.

Apr'16

Jan

Dec

Mar

Nov

Apr'16

Nov

Sept

Sept

Aug

Aug

Aug

Aug

Apr'16

Aug

Aug

Apr'16

Oct

July

July

June

June

July

June

June

May

Apr

May

Apr

Apr

Mar

Feb

Apr

Feb

Jan

Contract

Buy

Sell

Sell

Sell

Buy

Buy

Buy

Buy

Buy

Buy

Buy

Buy

Buy

Buy

Buy

Buy

Buy

Sell

Buy

Buy

Sell

Buy

Buy

Buy

Buy

Buy

Buy

Sell

Buy

Buy

Sell

Sell

Sell

Sell

Buy

Given

Trend

871.00

3890.00

3900.00

2827.00

885.80

843.00

3232.00

964.30

4103.00

16525.00

16300.00

7124.00

1514.00

911.00

811.70

1910.00

904.20

2296.00

803.20

1297.50

4912.00

893.00

2627.00

1228.50

579.80

3770.00

825.00

2418.00

811.80

3608.00

1114.00

450.00

608.70

1665.00

718.50

Price

915.00

3695.00

3710.00

2660.00

930.00

880.00

3390.00

1000.00

4320.00

17350.00

17200.00

7520.00

1595.00

960.00

855.00

2015.00

945.00

2175.00

840.00

1360.00

4525.00

960.00

2780.00

1300.00

615.00

4040.00

880.00

2275.00

880.00

3855.00

1035.00

420.00

570.00

1560.00

780.00

Call Initiated Target

35
29

Total calls

Strike rate

Stop loss

905.00

3,772.00

3,866.00

2,762.00

908.00

872.00

3,385.00

988.50

4,155.00

16,120.00

16,525.00

7,460.00

1,539.00

920.50

823.80

1,841.00

920.00

2,210.00

815.00

1260.00

5,115.00

910.00

2,545.00

1,297.00

607.90

3,698.00

871.00

2,371.00

832.80

3,652.00

1,068.00

428.30

576.40

1,658.00

761.90

Exit @

Profit booked /

Net % Price movement

Full profit booked

Full profit booked

Partial profit booked

Partial profit booked

Partial profit booked

Full profit booked

Full profit booked

Full profit booked

Partial profit booked

SL Triggered

Partial profit booked

Full profit at 7460.00

Partial profit booked

Partial profit booked

Partial profit booked

SL Triggered

Partial profit booked

Full profit booked

Partial profit booked

SL Triggered

SL Triggered

Partial profit booked

SL Triggered

Full profit booked

Full profit booked

SL Triggered

Full profit booked

Partial profit booked

Full profit booked

Full profit booked

Full profit booked

Full profit booked

Full profit booked

Partial profit booked

Full profit booked

Remarks

Profitable

845.00

3990.00

4005.00

2910.00

850.00

820.00

3150.00

940.00

4010.00

16100.00

15850.00

6920.00

1465.00

885.00

785.00

1855.00

880.00

2350.00

780.00

1260.00

5115.00

850.00

2545.00

1190.00

560.00

3640.00

795.00

2495.00

770.00

3475.00

1150.00

465.00

630.00

1725.00

680.00

below/above

SL closing

Performance of Agri Commodities Fundamental Positional Calls (January - December) 2015

6
83%

69.29

3.90

3.13

0.88

2.35

2.51

3.44

4.73

2.51

1.27

-2.45

1.38

4.72

1.65

1.04

1.49

-3.61

1.75

3.89

1.47

-2.89

-3.97

1.90

-3.12

5.58

4.85

-1.91

5.58

1.98

2.59

1.22

4.31

5.07

5.60

0.42

6.04

call initiation (%)

Movement from Price

Performance of Fundamental Positional calls
COMMODITY OUTLOOK 2016

Note:

These long term fundamental calls are for duration of one to three weeks time frame and do not confuse these with intraday calls.

It is assumed that investor takes position in two lots and square off position in one lot on partial profit booking and trail stop loss to buying/selling price for second lot.
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BULLIONS
Annual Commentary - Gold
Yellow metal gold continued its bearish momentum in the year
2015 third year in a row. Factors such as poor investments as well as
comparatively lesser physical demand, attractive return in equity
market along with upside in dollar index kept the prices under
pressure in 2015. Furthermore, the drop in SPDR holdings and
strong upside in greenback, which breached the magical level of
100 coupled with fear of rise in interest rate in US, took away the
shine from the yellow metal. However, some physical demand from
India together with Central Banks buying capped the downside.
Gold physical demand stood at 1073.8 tonnes in third quarter of
2015 as compared with 1007.2tonnes in same period in 2014.
On COMEX, gold prices after testing the high of $1300 in first
quarter of 2015 came under selling pressure for remaining
quarters of the last year. By the end of the fourth quarter, it breached
the key support of $1050 as US raised the interest rates by 0.25% to
0.50%. On domestic bourses, weaker local currency rupee capped
the downside to greater extent. Local currency rupee depreciated
from nearly 62 in first quarter of 2015 to nearly above 67 in last
quarter of 2015. In MCX, gold prices again tested the key support
near 24500-25000 in last quarter of 2015. Overall it moved in range
of 24500-28500 in the year 2015.
As we know that there is strong correlation with gold and crude oil
as gold is used as hedge against inflation, hence meltdown in crude
oil also stimulated selling pressure in bullion counter. On the
contrary, geopolitical tensions between Ukraine and Russia
coupled with tensions in Syria and Iraq saved the counter from
going further down.
In India, gold consumption has had a roller coaster ride since
import restrictions began in earnest in mid-2013, with volatile
import levels, increases in local premiums and an increase in
smuggling. India has imported 850 tonnes of gold from JanuarySeptember of 2015 as against 650 tonnes in the first nine-months of
2014.
In July 2015, China's central bank announced that it had increased
its gold reserves by 604 tonnes since 2009. China, which rivals India
as the world's largest bullion consumer, boosted central bank gold
holdings by 1 percent in August as compared to July as the country
sought to diversify its foreign exchange reserves. China's total gold
demand amounted to 196 tonnes for third quarter period, a modest
3% year-on-year improvement. Meanwhile, global demand for gold
bars and coins fell 12 percent year-on-year in April-June 2015 and
was around 63 percent below the peak two years ago. Furthermore,
uncertainty over the deal between Greece and the European Central
Bank (ECB) and International Monetary Fund led to support being
given to gold in the middle of 2015. Global gold supply stood at

COMMODITY OUTLOOK 2016

3177.7 tonnes in first nine months of 2015 and global demand of
gold stood at 2959.6 tonnes. Thus, supply outpaced demand by
218.1 tonnes.
During last quarter of 2015 Reserve Bank of India issued guidelines
for the Gold Monetisation Scheme that allows banks to fix their own
interest rates on gold deposits. The gold deposit scheme is aimed at
mobilising part of an estimated 20,000 tonnes of idle precious
metal with households and institutions.

Annual Outlook
Gold

Range: MCX: Rs 23000-31000
COMEX: $960-1300

It was another terrible year for this commodity, which was cynosure
of the market and one the most lovable counter to invest in the past. It
crashed around 10% in 2015 on cocktail of factors. Volatile move is
likely to persist in 2016 as well. Pace of hike in interest rates in US and
movement of greenback, performance of equity market, crude oil
prices, hedge funds activities, physical and investment demand along
with geopolitical tensions etc; will affect the prices in their own way.
In 2015, dollar index hit its highest level in 13 years. Interest rate
hike gave further boost up to the index. Interest rate and gold have
negative correlation. In 2016, if Fed continue its interest rate hike
policy, which is expected, will add bearishness in gold prices. If the
interest rates go up then it would be good news for the dollar and
make the dollar rise, which would then make dollar-denominated
gold even more expensive. Dollar index can hover in the range of 88108 in 2016. Furthermore, central bank's monetary policy
statements by various countries will give further direction to the
bullion counter, as it is well known as “proxy currency”. With
improving economic condition in US, India and other countries,
equity market is expected to give attractive return in 2016. People
may park their money in this riskier asset and may ignore this
counter. Gold and crude has positive correlation. As massive drop in
crude oil has pressurized the gold prices as weakness in oil could
trigger fears of deflation in 2015. Falling crude is a bearish factor for
gold, which is often used as a hedge against oil-led inflation. We are
expecting that crude oil may continue to trade in $20-$50 range in
throughout 2016. If it trades in lower zone then it should consider
as a bearish factor for gold prices. One should keep close eye on ETF
and hedge funds activities, if they indicate further outflow then it
may result in more downside in gold prices and vice-a-versa.
Holdings in SPDR Gold Shares which accounts for more than 40% of
the total ETF's traded saw massive outflow in 2015. Total holdings
fell to 634.6 tonnes or 20.4 million ounces worth $22 billion in
®
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December 2015. These holdings are the lowest since 19 September
2008.
On positive side, physical demand from India and China together
with central banks buying may cap the downside. Though poor
monsoon in India can limit the physical buying in India, despite that,
it is expected to be average or above average year, for gold physical
demand. Even China will continue its buying spree on. If there is any
rise in inflation, which we may expect with poor monsoon in may
part of the world, and then it may spark some upside in gold.
Additionally, in recent years, some investors flocked to gold to
protect against inflation amid worries that extraordinary stimulus
programs by the world's biggest central banks would stoke a rise in
consumer prices. Many times the price of gold and the inflation rate
show a direct relationship with each other. Some may consider it as
safe haven buying, if geopolitical tensions continued in 2016 as
well, especially in Syria, Iraq and Turkey.
Gold prices continue to be determined by traders and speculators in
the futures market as evidenced by the Commitment of Traders (COT)
data, showing that hedge funds now have record short positions. This
typically occurs close to market bottoms and along with the supply
demand fundamentals would suggest gold is close to bottoming.

To reign in the current deficit and to curb gold imports, the Indian
government launched Gold monetization scheme in last quarter of
2015 to use the domestic gold as the country has over 20,000
tonnes of idle gold worth over Rs 52 lakh crores with households
and institutions. The three schemes are 'India gold coin' bearing
Ashok Chakra, gold monetization and sovereign gold bond
schemes. If it gets successful then it will curb the import of gold.
Market participants should pay close attention on INR movements,
in 2015 it depreciated by more than 7%, which kept the downside
limited. It is expected to trade in a range of 62-72 in 2016. Any
extreme side move in currency may result in decoupling with
international market. Regarding price movements, one should not
expect sharp downfall from here, as it is trading near its cost of
production and it can make bottom out in 2016. Frequent churning
will be required as it is expected to trade in range with marginal
upside.
Gold prices in COMEX can take key support of $960 in 2016 while
$1300 will be key resistance. 23000 will be key support for Gold
and 31000 will be key resistance in 2016 in the domestic market.

Monthly price movement of Gold futures (MCX)

100 days Exponential Moving Average

50 days Exponential Moving Average
Source: Reuters

* As on 31st December 2015
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Dow & Gold Ratio

Gold & Crude Ratio (COMEX)
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Silver followed the footsteps of gold and continued its downside

and this demand impacts silver trade across Asia. U.S. imports from

Annual Commentary - Silver

momentum of 2014 in 2015 also as rising greenback and drop in

Thailand are up 18.5 percent through the end of May 2015 while

gold prices kept the prices under pressure. In COMEX, silver prices

China showed an increase of 14 percent in the same period.

tested high of near $18.5 in first quarter of 2015 and melted below
$14 in third quarter of 2015. In MCX silver prices after testing high

In the renewable energy industry sector, the demand for silver by

of above 40500 in first quarter tumbled lower below 33200 in last

solar panel producers increased in 2015. The rise reflects increased

quarter of 2015. Apart from fall in gold prices, weakness in the base

solar cell production and a higher number of installations. The

metals pack also pressurized the silver prices as it has dual

increase is due to the U.S., which had a 76 percent increase in solar

properties of precious as well base metals. Silver plunged at faster

installations in the first quarter of 2015 when compared to 2014. A

pace than gold as indicated by sharp jump in gold silver ratio from

decline in silver demand by computer and tablet producers, by an

71 in March 2015 towards 77 in beginning of September 2015. The

expected 4.5 percent drop in shipments in 2015, partially off setted

concern that the Federal Reserve could begin to raise interest rates

by a 3 percent increase in mobile phone shipments in 2015. There

in 2015 weighed on the sentiments in silver.

was good demand of silver coin in 2015. The U.S. Mint, faced with a

Though there was some improvement in jewelry, investment and

of its silver bullion coins on July 7, after exhausting its inventory

manufacturing demand, but it was not sufficient to stimulate buying

when investor demand in June 2015 surged 80 percent above the

or hold the downside. Hedge funds pulled out money from this

June 2014 coin sales. The Mint resumed bullion coin sales on July 27

counter, which was one of the major reasons for the downside. In

on an allocated basis.

significant spike in investor interest, temporarily suspended sales

the first half of 2015, silver experienced increased demand for
jewelry and important industrial applications, two signals of

In the middle of 2015 global silver ETF holdings increased by over

demand growth for this most versatile of metals. Silver jewelry, a

4.7 million ounces. Meanwhile, in last quarter of 2015 the pace of

mainstay of silver demand, was strong in the first half of 2015. U.S. is

ETF selling has accelerated, questioning the resilience of silver ETF

the largest importer of silver jewelry, as measured in dollar terms,

holdings.
®
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Annual Outlook
Silver

Range : MCX: Rs 28000-45000
COMEX: $12-20

White metal Silver, which is also known as “poor man Gold”, remained
under selling pressure both in the domestic market and international
market in 2015 owing to bearish gold and base metals prices. In 2016,
it is most likely to make bottom, if there is any surge in gold and base
metals prices.
Silver prices often follow the movement of gold and base metals as it
has dual properties, which is the key reason that movement of base
metals will have impact on silver. Though, one should take care of its
price movements as it is more volatile than gold. While the silver
price is somewhat correlated to the gold price, there are some
major differences. Silver is not bought and sold by central banks.
Silver is also used as an industrial metal more than gold. In the
short-term, the silver price is going to be quite sensitive to overall
economic conditions. Nevertheless, it is used for investment
purposes; it is not to the same extent as gold. Foreign central banks
do not buy silver.
As regards physical demand, silver is cheaper than gold and is more
affordable, therefore physical demand of silver increased in 2015.
Investors looking to buy precious metals in physical form (as
opposed to stocks, ETF's, futures contracts, or certificates) can
more easily enter the silver market with the lower price. It is easier
to pay $20 for a one-ounce silver Eagle than it is to pay $1,200 for a
one-ounce gold Eagle. The main driver of 2015 robust silver
demand was individual purchases of bars and coins. So demand of
coin and bars will give direction to silver demand in 2016. In fact,
imports of silver into India and China have both increased about 20
percent in 2015 on the back of silver prices that are likely to average
the lowest since 2009. Over 40 percent of total silver supply
(including scrap) is on pace to be absorbed by India and China
imports alone in 2015.
Furthermore, weakening growth in China will continue to weigh on
physical demand going forward in 2016. The continued shift
toward smaller mobile devices and away from larger desktop
computers will remain intact, weighing on electronics demand
growth in 2016.
On positive side, the growing usage of silver in the various
applications may give some support to its physical demand. An
®
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important factor that affects the demand for silver is its increased
use for solar energy. The amount of silver required for a solar panel
is relatively high. China and India both have aggressive solar
installation plans and are expected help drive this projected growth
as well.
Coin demand is expected to remain elevated in 2016; it may not hit
fresh record highs. For example; U.S. mint silver coin sales made
nearly another annual record in 2015, near 46 million ounces. Mine
supply is expected to decline in the long run and it is believed that
2016 will be the beginning of this protracted decline. Meanwhile,
scrap levels are expected to stabilize. Above ground stock levels are
expected to dwindle going forward amid a chronic shortfall of
supply against physical demand. This will provide support to prices
in the long run.
Recycling is very important, when it comes to silver. Recycling of
silver also contribute to silver supply as seen in three consecutive
years of losses, silver recycling increased at the margin, to 5,210
tonnes in 2015 and further modest gains are then expected in 2016.
This relatively steady performance is based on assumptions that
higher industrial recycling will be partly offset by uninterrupted
losses in photographic, silverware and coin scrap.
On the supply side, according to GFMS mine supply peaked in 2015
and will trend lower in the foreseeable future in 2016. The hedge
book remains at low levels and hedging is not forecast to return to
the market in strength. Government sales are not expected to be a
feature of the market in the years ahead. Declining total supply is
expected to be a key driver of annual deficits in the silver market
going forward in 2016.
In 2016, similar to gold, downside is limited in silver and it may try
to make bottom. Nevertheless, one should not expect sharp rise but
gradual recovery is expected in 2016.
Gold silver ratio: Silver has been truly under performer as
compared to gold in recent years. It is indicated by gold silver ratio,
which has increased from 62 to above 77 in second half of 2015 as
silver fell at faster pace than gold. Given the fact that "normal" level
of 60 is average of last 20 years silver has more potential to move
higher than gold in 2016. Gold Silver ratio is expected to move in the
range of 65-85 in 2016.
Silver prices can take key support of $12 in COMEX and 28000 in
MCX in 2016. Silver will face resistance at $20 in COMEX and
45000 in MCX.
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Monthly price movement of Silver futures (MCX)
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Annual Commentary - Crude Oil
Last year, a historic crash was witnessed in crude prices globally.
This drastic fall in crude prices was welcome news for oil importing
countries but a nightmare for oil producing countries as it impacted
their revenues. A tough political fight to maintain the market share
in production among oil countries flooded the world and oil prices
sank drastically.
In NYMEX, it hit seven year low in 2015 and broke the key support
of $35. In MCX, it breached the mark of 2300, though the downside
was limited on deprecation in Rupee. Overall in 2015, crude oil fell
more than 26% in MCX while it fell by more than 35% in NYMEX
from its highs to lows.
Crude oil which is also known as life blood of every economy,
showed strong bearish momentum in 2015 due to global supply
glut, increase in dollar index, slowdown in China's economy and
Iran nuclear deal. As regards price movements, in the first quarter
of 2015 prices declined lower but recovered in second quarter. But
in third and final quarter of 2015 crude oil prices again wilted lower
on lifting of Iran sanctions and secondly, OPEC kept its output
unchanged. After testing high of above 3750 in mid 2015, crude
prices fell below 2500 in MCX. In NYMEX, crude oil nosedived from
nearly $60 to below $35 in a span of six months. Magical rise in
dollar index was again a bearish factor for crude oil, throughout the
year. China utilizes the lower crude prices to fill its strategic reserve.
China is likely using current low oil price to fill its strategic
petroleum reserves. For the first 11 months of 2015, China's crude
oil imports rose 8.7 percent to 302.3 million tonnes, or 6.61 million
bpd, supported by strong demand for gasoline and aviation fuel
even as demand for diesel eased in line with a cooling economy.
Geopolitical tensions, which generally add war premium in crude
prices, could not be so effective in 2015. Market ignored the tension
between in Ukraine and Russia and in Iraq and Syria. U.S. and
coalition military forces have continued to attack Islamic State of
Iraq and the Levant terrorists in Syria and Iraq in last quarter of
2015. Even weather was not in the favor of crude. El Nino has also
kept the crude oil under pressure in 2015 due to decline in demand
amid warm winter in US. Oil markets usually see strong demand
towards year's end as the northern hemisphere enters its peak
winter heating demand season. Mild start to winter in US, in part
due to the El Nino weather phenomenon, has limited heating
demand.
In an important meeting, OPEC on Dec. 4 2015 abandoned its
output ceiling. OPEC has been pumping near record levels since
2014 in an attempt to drive higher-cost producers such as U.S. shale
firms out of the market. Meanwhile, crude also came under selling
pressure in last quarter on speculation that Libya might resume its
crude oil production in the near term.
®
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According to EIA “Total global supply stood at 95.53 mbpd (million
barrels per day) in 2015 as compared to 93.26 mbpd in 2014. While
global demand stood at 93.82 mbpd in 2015 as compared to 92.45
mbpd in 2014”

Annual Outlook
Crude Oil

Range: MCX: Rs 1600-4000
NYMEX $20-50

Crude oil often known as black gold, can trade on volatile path in
2016. The key factors which will be impacting the investor's
sentiment in crude oil will be the demand & supply, macroeconomic
events, geopolitical tensions and pace of US interest rate hike in 2016
along with movement of greenback. On the domestic bourses
movement of local currency will affect the crude oil prices in 2016.
Developed nations had about 2.97 billion barrels of crude in
storage. Global supplies rose to 96.9 million barrels a day after Iraq
bolstered crude output to record levels in November 2015.
The IEA (International Energy Agency) estimates that there are
about 3 billion barrels of crude oil inventory in the global oil market.
The record inventories in the United States, Saudi Arabia, and China
are weighing on the crude oil market. The rising crude oil inventory
at Cushing, Oklahoma, is also putting pressure on crude oil prices.
According to EIA “In 2016 total global demand is estimated at 95.22
mbpd (million barrels per day) while total global supply is
estimated at 95.79 mbpd.
On positive side, it is expected that a significant pullback in US
production over the course of the first half of the 2016 may cap the
downside in crude oil. U.S. oil output has begun falling since it hit a
43-year peak in April 2015 of 9.6 million barrels per day, although
the decline has been slower. China could double strategic oil
purchases this year as more tanks become available. The entry of
new crude importers, independent refineries Beijing allowed in for
the first time to boost private sector investment, also helped prop
up crude shipments.
Moreover, oil is not just an energy form; it's an alternative
investment, particularly for institutional investors (hedge funds,
investment funds, and other high-net-worth investors) as the mode
of portfolio allocation of these entities in Crude oil will also impact
its prices in 2016. Furthermore, any hurricane disrupting the
supplies in 2016 can give support to the prices. In last OPEC meeting
they have abandoned any kind of controls over production or
working together as a group or as a cartel. OPEC maintained its
production capacity of 30 million-barrel-a-day even amid a global
oversupply. If there is any further sharp drop in the prices, OPEC can
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Considering, most of the negative as well as positive factors in
energy counter, we have come to the conclusion that any sharp fall

Brent & Light Sweet Crude Oil Spread($)

30.00

7-May-11

WTI & Brent Spread: The spread between WTI and Brent
narrowed drastically from nearly $7 in mid 2015 narrowed to
below $2 in Dec 2015. This spread can hover in range of $0-10 in
2016. The narrowing of spread was due to signs from Washington
that legislators may finally throw out a 40-year old ban on exporting
U.S. crude as part of broader tax and spending legislation. While
exports of refined products are permitted, exports of domestically
produced crude are banned in US. But export ban was lifted on
January, 2016.

Crude oil prices in NYMEX has key a support at $20 and 1600 in MCX
while it has key resistance near $50 in NYMEX and 4000 in MCX.

7-Jan-11

The contango story: Crude is trading in contango, signaling a price
rise in 2016. The positive spread between short-term and longterm futures contracts is called contango. Contango happens when
producers start storing oil because they think demand and prices
will rise. As a result, inventory rises and keeps prices under
pressure. The wider contango, or super contango, makes it
economically viable for oil producers to store oil in super tankers or
other sources. For example: In mid Dec 2015 the spread of Jan 2016
and Feb 2016 WTI crude oil futures was around $1.2 per barrel
which is the widest contango in the last six months.

from here is not viable, even for OPEC countries. Non OPEC may
reduce some production, inventory is sufficient. If we see any rise in
world GDP then crude may bottom out in 2016 as we know that GDP
and crude prices have positive relationship. A gradual recovery is
expected but any sharp rally is not expected, considering the
massive supply.

7-Mar-11

organize emergency meeting. Currency factor is equally important
for energy counter. If there is any additional rise in dollar index,
then the counter may see further pressure and vice a versa.

-5.00

Source: Reuters & SMC Research

Monthly price movement of Crude Oil futures (MCX)

* As on 31st December 2015

100 days Exponential Moving Average

50 days Exponential Moving Average
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Annual Commentary - Natural gas
This commodity price was spiraling down since 2011 on abundant
supply amid average demand. In 2015, the price of natural gas in the

Annual Outlook
Natural gas

NYMEX $1.5-4.0

month of December hit the lowest since 1994. In NYMEX it
breached the level of $1.80 per barrel as the warmest start to winter

Range : MCX: Rs 100-260

Consumer wants to remember and producers want to forget the

on record in the U.S. saps demand for the heating fuel amid massive

razor sharp fall in prices of natural gas. Is the sharp fall is going to

inventory.

see a pause or the bear run will continue in 2016? On the one side,

The large supply increase has been faster than the rate of demand

decline in rig count and increasing usage as clean fuel considering

increase, so price has come down. Also, there is little international

stringent environmental norms across the globe can support the

trade in natural gas, so the export market is quite limited. While the

prices. Meanwhile, on the other side oversupply concerns amid

low price has discouraged additional drilling for natural gas, oil and

shale gas production can limit the upside in 2016.

gas drilling efficiency has increased tremendously the past 2-3

Gas demand increased by an annual average of 2.3% in the decade

years. Natural gas is produced from both conventional and shale oil

to 2014 and it remained in demand in 2015. Gas has a 21% share in

and gas formations, so the “fracking” boom has led to large supply

the global primary energy mix, behind oil and coal. The power

increases of natural gas.

sector is by far the largest user of natural gas with around 40% of

As regards price movements, natural gas prices which moved in

global gas demand as the fuel contributes to meeting incremental

range in first half of 2015 plunged sharply lower in second half of

power demand and produces less CO2 than coal. Industrials use

2015. Its prices again melted below 125 levels in MCX and below
$1.80 in NYMEX due to mild temperatures in December 2015. On
the domestic bourses weak local currency capped the downside on
the bourses.

roughly 24% of total gas consumption and the
residential/commercial sector 22%. Global gas demand was
estimated at just under 3 500 billion cubic metres (bcm) in 2014,
and the IEA Medium Term Gas Market Report 2015 sees an average
annual growth rate of 2% from 2014 to 2020. The United States,

Tensions in Ukraine and Russia could not halt slide of natural gas in

Russia, China and Iran are the world's largest consumers of gas. The

2015. Ukraine, reliant on Russian gas for more than 20 percent of its

largest producers are Russia, the United States, Canada, Qatar and

needs in 2015, halted imports from Gazprom in July 2015 because

Iran. It is important to note that Chinese gas consumption rose by

of a pricing dispute before resuming shipments in October 2015 to

more than two-thirds over 2009-14. Weather related demand to be

refill underground storage sites.
Weather is very crucial for natural gas. The unseasonable warmth
has cut consumption and raised concerns that the current gas
supply glut will linger for years. U.S. heating demand, as measured
by how much outdoor temperatures deviate from room

the key driver of natural gas prices in 2016. Natural gas is
considered clean fuel as compared to other energy resources such
as coal and nuclear energy. So both industrial and household usage
of natural gas will keep the prices well supported.
Weather is important, if there is any effect of El Nino, then it may

temperatures day to day, or “heating-degree days,” is on track to be

result in warmer weather. We know that natural gas is known for

among the lowest on record in winter of 2015-16, as per the study,

heating demand. In warmer weather condition, demand of natural

while natural-gas stockpiles are near all-time highs. Warm weather

gas decreases in general. El Niño can lead to severe drought in

in the U.S. caused by the El Niño weather phenomenon has sharply

Southeast Asia, heavy flooding in parts of North and South America

limited demand for the heating fuel in 2015. On production side,

and warm weather in northern North America.

U.S. natural gas production has risen 30 percent since 2008 when
the development of hydraulic fracturing or fracking, and horizontal
drilling unlocked vast shale gas reserves, swamping the market

Easy techniques to produce natural gas resulted in massive
production in the meantime demand was not increasing at the same
pace, hence world is facing the massive inventory situation.

with new supply and causing a collapse in prices. Historic fall in

Moreover, natural gas is not easy to export everywhere; it is capping

crude prices and rise in dollar index added further selling pressure

the demand side.

last year.
2016 is set to be the year that will push the U.S. closer to being an
®
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overall net exporter of natural gas. The nation currently imports

an all-time record of more than 2.5 Bcf per day to Mexico in 2015,

between 5 and 6 Bcf per day from Canada – a volume that has been

with daily volumes above 3.0 Bcf per day at times.

trending lower for the past decade. Meanwhile, pipelines headed
south of the border to Mexico are ramping up exports. The U.S. sent

Natural gas prices will face resistance near $4 in NYMEX and 260
in MCX. While key support is near 100 in MCX and $1.50 in
NYMEX.

U.S Natural Gas (Weekly) Rig Count

Crude Oil & Natural Gas Ratio (NYMEX)
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Monthly price movement of Natural Gas (MCX)

* As on 31st December 2015
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Annual Commentary - Base Metals
The meltdown in 2015 sent each and every commodities of base
metals counter at multi year low. Base metals have been the secondweakest commodities sector so far this year after energy sources.
Copper, nickel and zinc fell at faster pace than Lead and Aluminum.
Copper and zinc lost a quarter of their value in 2015 while nickel fell
by more than 40% as slowing growth in top consumer China, a
supply overhang and a strong US dollar hammered industrial
metals. A rising greenback makes dollar-denominated
commodities more expensive for non-US buyers. Money outflow
from hedge funds also pressurized prices. Meanwhile, production
cut in some key mines such as zinc, lead and copper limited the fall
in the prices. Back at home, depreciation in INR capped the
downside.

Copper
Red metals were completely traded in red. In first quarter it couldn't
face the resistance of 400 and saw a sharp fall near the level of 330.
The key reason for copper's weakness in first month of 2015 was
justified due to rising levels of inventories of the refined metal in
Chile, the world's largest copper producer amid slowdown in China.
In second quarter it saw some short covering and touched the
upside level of 420. Unfortunately, it couldn't stay on higher level
and fell like nine pins. Copper hit its highest in nearly three months
after mines closed in the world's top producer Chile due to flooding.
But after that the sharp meltdown in China stock markets in second
half of 2015 and struggling property sector continued to dampen
demand for copper. China's manufacturing PMI (purchasing
managers' index) fell to a two-year low, touching 50 in mid 2015.
Meanwhile, Chile, the world's largest copper miner, has been rattled
by heavy rainfall in July 2015. In last two quarters it saw no respite
and prices dragged down on Chinese slowdown, huge inventories,
sharp upside in the greenback and expectation of rate hike by Fed
issues. Copper's prices also melted lower in last quarters as
earnings by industrial companies in China, responsible for 45% of
world copper consumption, tumbled by $24.6 billion or nearly 9%
from a year earlier, with the largest drops in producers of coal, oil
and metals. Global production of copper stood at 22141 thousand
tonnes in 2015 as compared to 21872 thousand tonnes in 2014. In
LME, it saw a downside of 25 % and in MCX it saw a downside of
21.08%.

Nickel
Nickel prices was the worst performer among all base metals in
2015 as its prices fell by nearly 45% last year and broke the key level
of 600 in MCX. Record surge in inventories and less demand from
stainless steel sector is the prime reason for the massive plunge in
2015. The general slowdown in global industrial production as
indicated by weak PMI data kept the prices under pressure. The
®
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principal cause of the slump is the slowdown in China, which
consumes about half of the world's nickel used mostly for
corrosion-resistance in stainless steel. It saw nonstop downfall in
all four quarters. It made a yearly high of 986 on MCX form where it
saw a downside near the level of 542. Once the demand from
stainless steel sector fueled the rally in nickel and it touched the
mind boggling level of 2250 in 2007 from 500 levels in just two year
of time span. With the introduction of pig iron in production of
stainless steel instead of nickel changed the fate of nickel. Its prices
saw huge decline since then, now trading near 575 levels. In 2014
prices were revived above 1200 on export ban issue from
Indonesia. Global production of Nickel stood at 1921 thousand
tonnes in 2015 as compared to 1981 thousand tonnes in 2014. In
LME, it saw a downside of 42.17% and in MCX it saw a downside of
40.41%.

Zinc
Zinc prices remained downbeat for the entire year. In first quarter
prices moved down, but tried to get support near 125 levels on MCX.
It spiked higher and made yearly high of above 154 in the beginning
of May 2015 but after that it tumbled from 154 to below 100 in last
quarter due to fall in entire base metals pack and rise in greenback.
Zinc prices rose against the backdrop of a supply deficit. In Europe, a
reduction in Ireland as a consequence of the impending closure of
Vedanta's Lisheen mine will be more than offset by increases in the
Russian Federation, Spain and Sweden. Similarly, in Australia,
increased output at the McArthur River and Mount Isa mines
compensated for losses due to the closure of MMG's Century
operation during the third quarter of 2015. In last two quarters
downside got deeper on comparatively better return in equity
market along with expectation of rate hike by FED apart from other
fundamental factors. In last quarter, it breached the psychological
levels of 100. Though, it saw some short covering in the year end.
Global production of zinc stood at 14089 thousand tonnes in 2015
as compared with 16247 thousand tonnes in 2014. In LME, it saw a
downside of 33.07 % and in MCX it saw a downside of 22.93 %.

Lead
Lead performed mix in 2015. In the first quarter it saw fall along
with other metals but the fall was limited and it tried to take support
near 105 levels in MCX. In second quarter it saw a massive surge and
offered good buying opportunities to the market players. It touched
the high of 139. Lead prices jumped in April 2015 by the most in two
years, fueled by smaller stockpiles and reduced mine output. But
the similar story goes here, it couldn't sustain at higher levels. Third
quarter was for the sellers too. It hurt the profit of miners.
Nevertheless, in the last quarter it saw some revival in the prices, as
many big producers opted for production cut one by one. China
decreased manufacturing activities took a toll over the base metals
prices, including lead. Low import and export numbers narrated a
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Aluminum also tumbled lower in the first quarter of 2015 on large
supplies and less demand. In second quarter, prices surged and
touched the high of 125 on MCX. Its prices jumped by more than
10% in April 2015 on surge in premium and recovery in crude oil.
Strong U.S. demand for aluminum used in transport and packaging,
long queues to get material out of LME approved warehouses and

lucrative financing deals that kept metal out of the market have
pushed up premiums, or the surcharge for obtaining physical
material. Though, in last two quarters prices tumbled down again.
Prices nosed dived from nearly 125 hovering in May 2015 to below
94 in October 2015 that is slide of 25% due decline in Chinese
demand and increase in inventories. Meanwhile, China's passenger
car sales fell 3.39% year-over-year (or YoY) in August 2015. This
marked the third consecutive month where China's passenger car
sales have registered a YoY decline. Though, prices recovered in the
last quarters on some recovery in crude oil prices amid the hope of
renewed demand. Global production of Aluminum stood at 63986
thousand tonnes in 2015 as compared with 49295 thousand tonnes
in 2014. In LME, it saw a downside of 18.86% and in MCX it saw a
downside of 14.43%.

Annual Outlook

compared with production in the same period of 2014. Despite

slowdown in the Chinese economies, which consumes around 50%
of the world total consumption of base metals. Global production of
Lead stood at 10914 thousand tonnes in 2015 as compared with
10676 thousand tonnes in 2014. In LME, it saw a downside of
3.36% and in MCX it saw a marginal upside of 1.66 %.

Aluminum

announced production cuts, higher growth of four per cent is

Copper

Range: MCX: Rs 250-420

expected in 2016 as additional supply is expected to arise from
expansions at existing operations, ramp-up in production from

LME: $4000-6000

mines that have recently come on stream and output from a few
new mine projects. The economic situation in China coupled with

We should not expect that it should be turnaround year for copper,

US housing and employment situation will hold center stage going

which saw three year continuous annual decline, the longest slump

forward in 2016. China's home prices rose for the second straight

since 1998. Though, the downside should be limited. Rebalancing is

month in November 2015, signaling further stabilization in the

needed and that is likely to come via mine output cuts. Any further

country's largest urban housing markets, although oversupply

production cut news may give marginal upside to the prices. There

continues to plague smaller cities. Furthermore, sales of US existing

is an expectation that production cuts in China will help reduce a

homes in the United States are expected to pick up some pace in

supply glut. Nine of the biggest copper producers of China have

2016. Copper is mainly used in manufacturing of electricity wires

agreed to cut sales by 200,000 metric tons in the first three months

and poles, along with usage in automobiles, so growth in this sector

of 2016. Global economy can face uncertain times in the year 2016

will continue to influence the red metal in 2016. Much of the

as China is still the most important trigger for this metal, which is

growing global demand for copper doesn't come from the U.S. or

slowing down can pressurize prices further. Movement of US dollar

Europe. Instead, it comes from emerging economies around the

and economic growth trajectory in China and various key economic

world, their rising living standards and increased infrastructure

indicators like PMI and industrial production data will give

projects. The rapid rise of a middle class in emerging markets has

direction to the copper prices in 2016. The overall sentiment across

led to dramatic increase in demand of copper and will impact its

the commodities space in general had an impact on copper

prices in 2016. Overall prices should stabilize in 2016. Interest rate

investments demand as well. According to the International Copper

hikes, performance of equity market and emerging nations will

Study Group (ICSG) the refined copper balance for the first nine

further guide the prices, apart from other factors. If fed goes for 1 or

months of 2015, resulted in a production surplus of around 35,000

2 times interest rate hike in 2016, then it will limit the upside of

tonnes (and a seasonally adjusted surplus of about 122,000

commodities, including copper.

tonnes). In the first nine months of 2015, world apparent use
declined by around 1.5% (250,000 tonnes) compared with that in

Copper prices may find support near 250 in MCX while 420 will

the same period of 2014. World mine production has increased by

act as a resistance on the domestic bourses. In LME, prices can

around 3% (450,000 tonnes) in the first nine months of 2015

get support near 4000 while 6000 can act as a resistance.
®
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Monthly price movement of Copper futures (MCX)

100 days Exponential Moving Average

* As on 31st December 2015

50 days Exponential Moving Average

Source: Reuters

consumer of metals, has presided over a capacity expansion in the

Annual Outlook
Nickel

Range: MCX: Rs 450-850
LME: $7500-12500

Nickel, which was the worst performer among the entire base metal
pack may witness some lower level buying going forward in 2016
amid planned supply cuts by mining companies and renewed
demand from stainless steel sector. Nickel smelters in China, the
largest producer, plan to cut output in 2016 by at least 20 percent in a
bid to shore up prices after the metal plunged to its lowest in 12 years
in LME. Eight producers, including the largest refined metal supplier
Jinchuan Group Co. and nickel pig iron maker Tangshan Holding
Group Co., also agreed to cut output in January 2016 by 15,000 metric
tonnes. And the total output cut for whole of 2016 can be around
120,000 tonnes. Moreover, eleven Chinese high-grade nickel pig iron
(NPI) producers have reduced their 2016 production plans by 20%.
Vale Indonesia continued to reduce output costs to stay competitive.
Russia and Indonesia produce around 370,000 tonnes of nickel,
about 12 percent of global supplies. And the steep fall in their
respective currencies such as rouble and rupiah has compensated for
the steep fall in nickel prices for nickel producers in these countries.
LME nickel prices plunged to lowest since 2003 as slowing growth in
China spurs a supply glut. China, the world's biggest producer and
®

24

past decade to satisfy demand from an infrastructure and property
boom. Now, faced with the slowest economic growth in a quarter
century, it's contending with supply gluts that have driven prices to
multiplier lows. The slump was so severe that 70 percent of global
production has become loss-making. According to INSG
(International nickel study group), world primary nickel usage is
expected to increase both in 2015 and 2016 with China continuing to
be the main market for nickel. In Europe primary nickel stainless steel
producers should benefit from the anti dumping duties decided by
the European Commission on imports of cold rolled stainless steel
with origin from China and Taiwan. World primary nickel production
was 1.994 Metric tonnes in 2014, and decreased to 1.954 metric
tonnes in 2015. INSG projects a decrease in production which could
reach around 1.942 metric tonnes in 2016. World primary nickel
usage was 1.863 Metric tonnes in 2014 and increased to 1.905 Metric
tonnes in 2015. For 2016, INSG estimates an increase to around 1.965
Metric tonnes. As regards actions in Indonesia and Philippines, in
2014 the Indonesian government enacts a nickel export ban, which
had notable market consequences. A lot of nickel has been taken off
the table, which would have otherwise caused a surplus. There are
rumblings as well that the Philippines may follow Indonesia's lead. It
may not be an outright ban on nickel exports, but higher taxation is

BASE METALS
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possible. The nickel market has come under a bit of a squeeze. LME

Prices may see wild swings. From here downside is limited; rather

stock position will also guide the prices in 2016. As stocks of nickel in

there is more room for buy, so go for buy for long term.

LME approved warehouses stand at around 411,000 tonnes in

Nickel prices have key resistance of 850 in MCX and $12500 in LME

December 2015 down more than 10 percent since early June 2015.

while 450 are the key support in MCX and $7500 in LME.

Monthly price movement of Nickel futures (MCX)

* As on 31st December 2015

Annual Outlook
Zinc

100 days Exponential Moving Average

50 days Exponential Moving Average

Source: Reuters

pivotal in driving zinc demand higher. Demand from construction,

Range: MCX: Rs 85-150
LME: $1300-1900

transport, consumer goods, electrical appliances and general
engineering will give further direction to zinc prices in 2016. China is
responsible for almost half of total zinc consumption and surging

Zinc, the galvanizing metal, which melted lower in past few years, can

domestic demand for electrical goods can give support to zinc prices.

witness some stabilization in the prices in this year. Demand from the

In 2016, global zinc consumption is expected to rise as a result of

construction and auto sectors and the growth in steel sector will

urbanization plans, infrastructure projects and strong production of

support the prices in 2016. From 2013 to 2015, zinc was in a bit of a

cars. Silver-Zinc vehicle SLI batteries, which have 45% more power

deficit, but China produced more zinc than it is consumed in 2015,

and a 30-percent longer life, are also commercially available and

therefore zinc supply outpaced demand. Meanwhile, a steady

competitively priced. So demand for SLI batteries can give support to

improvement in the global economy will continue to bolster the

zinc demand in 2016.

demand for the metal, which is used predominantly in battery
production as well as to coat iron and steel to protect against

International Lead Zinc Study Group has forecast that global demand

corrosion. Global zinc demand in 2016 can get some support due to

for refined zinc metal to increase by 3.3 percent to 14.37 million

continued GDP growth in Asia, India, Europe and North America.

tonnes in 2016. Meanwhile, zinc mine production is seen by 1.8

Galloping automobile demand in emerging markets, in addition to

percent to 13.8 million tonnes in 2016. The global refined zinc metal

resurgent car sales in Western Europe and North America, has proved

supply exceeded demand by 88,000 tonnes in 2015. The zinc market
®
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continues to face a considerable supply issue in 2016, as there are

Ireland's Lisheen, owned by India's Vedanta. Lisheen mine in Ireland,

arguably no new large advanced-stage development projects poised

owned by Vedanta Resources shut down in November 2015.

to replace production capacity lost in various production cut. As

Together Lisheen and Century will remove about 675,000 tonnes of

regards mining activities; Glencore cut 500,000 tonnes of zinc

annual zinc production from the market. Any further mine cut news

production, or 4 percent of global supply in October 2015. Glencore

may stimulate buying in zinc. Market may not see sharp downside in

world's largest miner of zinc ore stated that the decision slashed a

the prices, rather it should close 2016 in positive territory. Buying at

third of its annual output, mostly from mines in Australia, South

dip should be a good strategy for this commodity.

America and Kazakhstan. Mine supply of zinc is also being affected
due to the closure of MMG's huge Century zinc mine in Australia,
which also accounts for about four percent of global supply, and

Zinc will face key support of 85 in MCX and $1300 at LME while key
resistance will be 150 in MCX and $1900 in LME.

Monthly price movement of Zinc futures (MCX)

100 days Exponential Moving Average

* As on 31st December 2015

50 days Exponential Moving Average

Source: Reuters

the fastest growing segment of the cycling market. According To ILZSG

Annual outlook

(International lead and zinc study group) “increased usage in the

Lead

Range: MCX: Rs 85-150

automotive and industrial battery sectors is predicted to result in a rise
of 2.6% in lead usage in 2016”. In 2016, European and U.S. lead usage

LME: $1500-2400
Battery metal lead may show recovery in 2016 due to increasing
demand for batteries and power. Good demand growth from the
industrial battery sector and for Sealed Lead Acid batteries (SLA),
which are used to power e-bikes, can support the prices.

growth of 3.1% and 1.9% respectively is anticipated with usage also
expected to be higher in India, the Republic of Korea and Turkey.
Replacement battery demand is growing in India along with that the
power shortages has increased options for alternative energy. Steady
growth in automobile battery demand in Asia Pacific, especially India
and China are expected to keep the lead prices well supported in 2016.

On positive side, electric bikes (also known as e-bikes), are booming in

Additionally, in China, smoggy skies and government subsidies are

popularity in Europe and China, where they're held in high regard for

creating the perfect conditions for electric vehicles to thrive. Battery

their low impact on the environment. The United States is transitioning

technology is under rapid development and could change significantly

to electric bikes slower than the rest of the world, but it's been probably

over the coming decade. For example Sony revealed that it had

®
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developed a new battery that could provide smart phones and other

churning will be required as we do not expect one sided rally in the

devices 40 per cent more running time between recharges. In the field

prices.

of solar, the experts found the perovskite material (made of lead)
promising thinner, more efficient, and flexible solar cells, which can be
installed on windows and facades. On negative side, China's decision to
begin levying a 5-percent tax on lead-acid batteries, effective from
January 2016 can affect the battery demand to some extent. Chinese

Zinc & lead spread: Zinc lead spread in MCX has shown wild swings as it
ranged from 20 to -14 in 2015. Zinc which was premium to lead in the
May 2015 by nearly 20 came at discount of nearly 14 during last quarter
of 2015. This spread can move in range of 10 to -22 in the year 2016.

Ministry of Finance announced earlier in 2015 that it will apply a

Lead has a key support of 85 in MCX and $1500 in LME and key

consumption tax to batteries and coatings in order to promote

resistance of 150 in MCX and $2400 in LME.

environmental protection and energy conservation. In 2016,
production is forecast to increase by 3.5% to 11.20 million tonnes with
regards mining activities; in 2016, falls in Australia and Ireland output,
mainly due to the closure of the Century and Li sheen mines

20.00

respectively will be more than offset by forecast of increases in output

15.00

in China, Mexico and the Russian Federation. Winter demand generally

10.00

gives support to the Lead prices. But recently due to El Nino warm

5.00

weather has reduced the need for battery use in Europe and

0.00

manufacturers are not restocking them. So colder weather rises battery
demand and vice verso. Similar to zinc, thinner supply in lead may give
some good buying opportunities to the investors, nevertheless frequent

MCX Lead Zinc Spread
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Monthly price movement of Lead futures (MCX)

* As on 31st December 2015

100 days Exponential Moving Average

50 days Exponential Moving Average

Source: Reuters
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Annual outlook
Aluminium

Range: MCX: Rs 85-145
LME: $1300-2100

White metal Aluminum may remain in range with positive bias in
2016. Movement of crude oil prices in 2016 should be watched, apart
from other fundamental factors as the energy constitutes 35-40% of
aluminum costs. It has positive correlation with crude prices.
Moreover, positions of canceled warrants and mining closures will
give further direction to the prices in 2016.
Aluminum is widely used in various sectors from airliners to drinks
cans and the demand pattern in these sectors in 2016 will have big
impact on the prices. One should also pay the demand coming from
the sectors like packaging, aerospace, automobiles, construction and
power etc. Its lightweight quality has improved its demand in most of
the sectors. Use of aluminum in vehicle and cargo/goods container,
across transport modes improve the efficiency and reduced energy
consumption. Aluminum packaging protects the energy, water and
resources invested in producing, growing and processing food. As
regards price movements, aluminum in LME has shed about a fifth in
2015, sinking to the lowest levels in over six years, mainly hit by overproduction in top producing country China. Total global primary
aluminum production from January –November 2015 stood at 53086
thousand metric tonnes. Global aluminum stocks are estimated to
have increased by 12 per cent in 2015 to 6.5 weeks of consumption.
The profitability of many smelters has been reduced at current prices,
which may force the closure of some capacity in high-cost regions.

The plunge in price of primary aluminum has caused high-cost
producers to reduce output and will probably lead to a better market
balance in 2016. 14 Chinese smelters pledged to close another
500,000 tonnes of capacity in 2015, bringing the total volumes shut in
2015 to just under 5 million tonnes. China's 11 largest aluminum
smelters, including Chinalco and Shandongg Weiqiaoo, have
promised they will not restart closed capacity in 2016. World
aluminum consumption is estimated to have grown by 8 per cent in
2015 to 57.4 million tonnes, supported by strong consumption
growth in emerging economies, particularly China, and a recovery in
the US automotive sector. On the contrary, more increase in
production amid swelled inventories washed out the profit. One
should also pay attention on the premium of aluminum while trading.
The aluminum premium is a surcharge that consumers must pay on
top of the prevailing prices to take immediate delivery of the metal
from warehouses. It is very high in Japan. Aluminum producer has
offered Japanese buyers a premium of $120 per tonne for JanuaryMarch, 2016 primary metal shipments, up 33 percent from the
previous quarter. Japan is Asia's biggest importer of the metal and the
premiums for primary metal shipments it agrees to pay each quarter
over the LME cash price set the benchmark for the region. Market may
witness a range bound movement in this commodity and any further
rise in crude prices or production cut news may give some rise time to
time.
Aluminum prices is expected to take key support near 85 in MCX
and $1300 in LME and resistance will be 145 in MCX and $2100 in
LME in 2016.

Monthly price movement of Aluminium futures (MCX)

100 days Exponential Moving Average

* As on 31st December 2015
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Cardamom
Annual Commentary
The aroma of this spice reduced in recent years. This commodity
which was in high demand worldwide, made a high of around 2100 in
2010 was struggling to stay near the level of 700 owing to mismatch
between demand and supply. From past three years it moved in a
band of 550-1200. During 2015, it was only during the first month in
which cardamom futures gained a bit & witnessed a high of 1214
levels. The reason for it was the fact that there were no carryovers
stocks with dealers or traders in primary and terminal markets in the
beginning of the year. Apart from holding of stocks, there were fears
of supply squeeze from Guatemala, the only other source of supply. In
addition, consumption was on the rise. The per capita consumption
had gone up. But, unfortunately the upside had persisted for a very
short term as from the month of February, the aroma of gains was
gone till the year end as this Queen of Spice plunged by more than
38% on the national bourse & ended its journey in the bearish zone.
The movement of illegal import witnessed which added to the selling
pressure. It was reported that cheaper grades were flowing to India,
mostly from Guatemala, at prices as low as Rs 300 a kg. Guatemala's
green cardamom production in 2014-2015 was expected to be
around 30,000 metric tonnes. In order to curb such imports & protect
the domestic market participants the Union Commerce Ministry has
fixed a minimum price of Rs.500 a kg, CIF value, besides imposing a
duty of 70% on small and large cardamom imports into the country.
Later on, demand slowed & arrival of quality material had also
declined. Secondly, as the monsoon made its footfall over the major
growing regions, good summer shower helped in improving
production, which commenced by June. The horticulture statistics
division stated that India's cardamom area, yield, output increased
during the past five year from 2008-2009 to 2013-2014. The
cardamom output was also projected higher for the year 2014-2015

at about 20,000-25,000 tonnes. On the demand side, the demand
from the overseas markets especially Saudi Arabia was reduced as
the quantity of bold size cardamom in the old stock. In 2014-15,
cardamom exports from India went up just 5% to 3,795 tonne.

Annual Outlook

Range: Rs. 650-1200

Queen of spices may flare up on seasonal demand with limited upside.
Last year, the timely rainfall in most of the cardamom plantations in
Kerala and Tamil Nadu had facilitated production & it increased to
25,000-26,000 tonnes in 2015-16, up from 24,000 tonnes in 2013-14.
This year too, it is unlikely to have a supply crunch as the output will
mostly be the same, if weather conditions remain favorable. On the
demand side, India consumes about 20,000 tonnes of cardamom
annually & exports are expected to happen near 3500-4000 tonnes.
With Guatemala, cardamom plantations along Alta Verapaz are
almost ready for the crop 2015-2016. However, as the rain is
insufficient this year & this could delay the cardamom crop in some
areas. According to the latest updates, cardamom output in
Guatemala is expected to be 29,000-30,000 tonne, about 8,000 tonne
less than in the previous season. Currently, a downtrend is prevailing
on the national bourse as the harvesting is in full swing and it will
come to a halt by this March. Normally, the harvesting of cardamom is
done in about six pickings starting from August and ends in the month
of March. The pickings are carried out at an interval of approximately
35-45 days. As of now, the demand from the domestic market may
remain muted & and the bearish phase is likely to continue with some
consolidations till the month of May in the range of 550-800. In the
second quarter, cardamom futures may spurt in the month of JuneJuly, as the demand will pick up as soon as the fresh capsules will hit
the domestic market by mid-June. The above discussed fundamentals
give an optimistic outlook for the counter in the long run. This season,
the stockiest might absorb whatever material will arrive at the

Monthly price movement of Cardamom futures (MCX)

* As on 31st December 2015

100 days Exponential Moving Average

50 days Exponential Moving Average

Source: Reuters
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market since the change in the food habits and the economic growth
is appears to have contributed to a positive demand growth for the
spice. Besides, fixing of a price for imported material has made
imports of cardamom from other sources unattractive. In the third
phase, the months from August-September, a correction can be seen
over the prices as there will be a selling pressure due to heavy
arrivals. Thereafter, going by seasonality, prices may move upside
from the month of October till December, rise in domestic
consumption ahead of Diwali (30th October) & winter season may

help in back pedaling some gains. Moreover, in days to come, it seems
that India may remain in an advantageous position & export demand
may rise. In the long run, the counter is likely to move on a steady
mode as there is no concern over demand either. It is closely observed
from the since 2011, every alternate year, cardamom futures has
given positive returns. The year 2011, 2013 & 2015 were a bearish,
whereas 2012 & 2014 were years with positive return. The same
pattern is expected to continue, as the cardamom futures on the
national bourse is likely to take support near 650 levels - it's 5 years
average price & will possibly rally towards 1100-1200 levels.

Turmeric
Annual Commentary

to-mouth existence as the crop in Telangana, Andhra Pradesh and
Maharashtra could be lower. On the supply side, it is estimated that
production in the country is expected to reach 45 lakh bags (each 75
kg) & there is also a carryover stock of 25 lakh bags, making a total to
70 lakh bags, which is almost the close to domestic consumption of
65-70 lakh bags. The long term trend of turmeric prices is bullish, as it
can be judged from the contango situation of forward curve on the
national bourse. From the beginning of the year, the farmers are
hopeful of realizing attractive returns from their produce from the
start of Pongal to Diwali festival as they are expecting spurt in
turmeric prices amid a supply crunch. If we look back to the historical
prices, it is found that since the year 2006, the average yearly price of
turmeric has increased by more than 250% till 2015. Forecasting a
steep demand of the yellow spice in years to come from cosmetic,
pharmaceutical and dye/food-coloring industries, even the farmers
of Meghalaya who previously practiced unscientific mining and
transportation of coal, have taken to cultivation of turmeric.
According to horticulture department, there are at least 1,000
farmers engaged in turmeric cultivation and the number is likely to
increase. Meghalaya produces over 8,000 MT of turmeric in a year &
as cited by the Indian Council for Agricultural Research the curcumin
content of Lakadong variety is 6.0-7.5 per cent, about 2 per cent
higher than the turmeric available in the market.

Last year, turmeric showed a bearish trend for seven consecutive
months, as it declined more than 31% on the national bourse from the
high of 7632 levels. The prices started to ease from the month of
January as the new crop started arriving in the spot markets. A supply
glut with strong production estimates & farmers bringing only
inferior grade variety by holding back the fine variety added bearish
sentiments. The Spices Board of India estimated that for 2014-15, the
production of turmeric might be around 7.30 lakh tonnes, little more
or less than 8 lakh tonnes in 2013-14. On the demand side, traders did
not receive the expected upcountry demand, so they bought limited
stocks. Almost half the quantity of the yellow spices that arrived for
sale remained unsold as their quality was poor. Spot turmeric prices
plunged due to heavy arrivals in Erode markets. Throughout half of
the year, the arrivals were of poor quality as harvested turmeric was
damaged due to intermittent rains coupled with the adequate stocks.
Now, coming on to the other side of the picture, turmeric prices began
to recover from the month of August & bounced back from its low
near 6600 levels & closed near 9400 levels by the year end. During
this period, the counter gave a higher closing month on month &
induced confidence among the market participants. With the
beginning of the festive season, demand for turmeric started to
trickle in & traders received fresh upcountry demand. Another factor
that added the bullishness was the deficit monsoon this season. With
rains playing truant in Karnataka, Andhra Pradesh and Maharashtra,
the sentiments of turmeric growers happened to change & shifted to
the cultivation of sugar cane, maize and sunflower. After eight
months, prices of turmeric crossed the Rs.9,000 per quintal mark at
Erode markets and ruled around at Rs.9,200 despite heavy arrivals.
Anticipating a gap between demand & supply, the upcountry
exporters at Erode received ample orders for quality turmeric and
procured huge stock to fulfill their upcountry demand and also the
local turmeric grinding units and masala firms.

Annual Outlook

Range: Rs. 7000-12000

The haldi powder (turmeric) has its unique presence at Indian homes,
with its use in kitchen to divine rituals of gods & goddesses. The rain god
has bestowed the blessings over the crop of the current season. The
rains that pounded on the coastal of Tamil Nadu, last year, had spelled
good news for turmeric output. The yield in Erode could be higher by
20-30% as a result of good rains. However, if we take a look at the
broader picture of demand & supply situation, it still could be hand®
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Taking into consideration the gap between production &
consumption levels, the price outlook of turmeric futures is bullish in
long term. After studying the price seasonality of past 10 years price
data, it is analyzed that in the initial months from January-April,
turmeric futures may witness a gain of 6-8%. The reason being, this
season there will be shortage of crop, on the other hand demand is
expected to be robust as like in the past, hence, the stockiest,
upcountry exporters & bulk buyers will try to procure as much as they
can of the good quality of arrivals from the fresh harvest. Later,
turmeric prices will possibly witness some correction of Rs.500700/quintal in the months of June, July & August. During this the
demand generally tapers off due to low quality arrivals from the left
over crop, market participants trade on a cautious note as the sowing
process begins & the counter is accompanied with profit booking
from higher levels on the national bourse. In our research study, it is
revealed that out of 10 years (2006-2015), turmeric futures have
plunged six times (2007, 2010, 2011, 2013, 2014, and 2015) during
the above said period. In last phase (September-December), a higher
return of about 8-10% can be expected from turmeric futures. In this
period, seasonally the demand catches pace as consumption rises
during festive & marriage season.
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Monthly price movement of Turmeric futures (NCDEX)

* As on 31st December 2015

100 days Exponential Moving Average

Jeera
Annual Commentary
Jeera prices saw sharp rise, but couldn't stay at high level. In the first
quarter of the year, jeera futures traded sideways & witnessed
profit booking from higher levels. The counter remained trapped in
the range of 13,430-17,000 levels. The market participants were
cautious & kept a close watch on the sowing area, as then the
weather conditions were not favorable in the major grown state of
Gujarat. Later in the second quarter, especially during April & May,
the jeera prices witnessed a bull run & on the national bourse &
made an all time high of 18,930 levels. The factors such as lower
acreage, high export demand and steady domestic demand pushed
up prices. According to the Spices Board, India exported 155,500
tonnes of jeera in 2014-15, 28% higher than 2014 exports of
121,500 tonnes. With the crop failure, China also bought large
quantities from India, which contributed to higher exports. In the
meantime, weather in Syria had been erratic in the month of March,
the midst of sowing there & it was an advantage to the Indian
market as demand for good quality was diverted to domestic
markets. A 40% projected drop in India's production and improving
demand scenario kept the prices supported. In 2015, crop size was
estimated at 40 lakh bags with the carry over stock levels projected
at 20 lakh bags. However, the all time high story was short lived, as
the counter started to witness profit booking from higher levels &
demand from exporters and expectation slowed down due to
improvement in arrival after good monsoon progressed in Gujarat.
Adding to it, the farmers' selling improved as they were in a hurry to

50 days Exponential Moving Average

Source: Reuters

sell their produce so as to take advantage of higher prices. The
futures also traded weak on profit booking due to sluggish demand
from retailers and stockiest coupled with ample stocks. It was
estimated that there were around 10-12 lakh bags (1 bag = 65 kgs)
of total jeera stocks available in local mandies against the total
requirement of more or less of same quantity till the harvesting
season. By the end of the year, jeera futures ended in the red zone.
The financial conditions of major importing nations turned bad &
top of it there were some quality issues which restricted the
demand for Indian jeera last year.

Annual Outlook

Range: Rs. 11000-17000

Jeera, which have lots of health benefits, may seek the help of export
demand to see a solid upside movements in 2016. Jeera being a Rabi
crop, sowing is taking place & this season unfavorable weather in
Gujarat and Rajasthan is expected to decrease the output. Sowing
operations are still on in some parts of Gujarat and Rajasthan. The
total supply would possibly be around 470,000 tonnes including
70,000 tonnes considered as carry-over stock. This season, the
overall acreage of jeera is likely to decline by 15-20% as farmers are
showing interest in coriander, chana & mustard for better returns.
Secondly, since jeera is a rain fed crop, monsoon plays a crucial role
in the crop's overall success especially in the months of during June
and July. As regards Rajasthan, the rainfall in Rajasthan was 10%
above normal, whereas in Gujarat there was a deficit of 14% during
the period June-September. On the demand side, Jeera exports from
India are likely to decline by about 40-45% to around 85,0001,00,000 tonnes during 2015-16 compared to an estimated exports
®
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of around 1,55,000 tonnes last year. India exports cumin mainly to
Vietnam, U. S, United Arab Emirates, Egypt, Nepal, Spain, Brazil and
UK. the quality is the biggest constraint for sustained exports of the
spice. To ensure quality and purity of the cumin seed spices
exported in large quantities from Gujarat, Spices Board has decided
to set up a testing laboratory at Kandla port in Kutch. For cumin
exports, Unjha spices market in north Gujarat holds monopoly in
India, as cumin from Unjha caters to 90% of world's total
consumption, while the second spot goes to Syria, which produces
cumin only for exports. This year, the cumin exports will increase
only if India gives a stiff completion to Syria over quality. Syrian
spices are way ahead of us in terms of quality. As regards price
movement in coming months, the demand & supply will be a key
factor to decide its direction. The market participants will keep a
close watch on the sowing progress in coming weeks as little
moderate rains in growing areas in Gujarat & Rajasthan could prove

beneficial for the crop & a cooler weather would assist in the growth
stage. The new crop will hit the spot markets in February & March.
In the first quarter, Jeera prices on the national bourse would fall till
the month of March due to the peak arrival season. In the second
quarter, from April onward, the counter is likely to stabilize & take
support near 14000 levels as the supplies would start to take a back
foot & demand for Indian cumin may take a front stage if there is a
shortage in the international market. The flow from Syria & Turkey
generally reaches the international market during mid-July. So,
taking the advantage of this supply gap & unavailability from any
other origin till the month of July, jeera futures on the national
bourse is expected to move upside towards 17000 levels till the
month of August, tracking the seasonality index. Thereafter, a
consolidation with a downside bias can be seen till December as
some caution may creep into with the sowing progress in major
growing states of India.

Monthly price movement of Jeera futures (NCDEX)

100 days Exponential Moving Average

* As on 31st December 2015

50 days Exponential Moving Average

Source: Reuters

Coriander
Annual Commentary
Market witnessed a pause in rally of many years in dhaniya, in the
year gone by. Last year, the price movement of coriander futures
had been on a roller coaster ride. In the first month, the counter
traded range bound within 10600-12000 levels. The anticipation of
higher area under sowing & estimated of increased production had
®
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put cap prices at higher levels. It was estimated that in Rajasthan
and Gujarat growing regions coriander sowing area was likely to go
up by 35 – 40%. At the end of first month, there was a spread gap of
Rs.3,348 between the January & April contract. On 20th January
2015, the January contract ended at Rs.10,874 per quintal, while
the April contract quoted Rs.7,526 per quintal. In the month of
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February, a correction phase was seen, wherein the counter made
its yearly low of 6045 levels. Fundamentally, new crop arrivals had
entered the spot markets of Rajasthan & the standing crop was
reported to be well in Andhra Pradesh, Gujarat and Rajasthan state.
All India Coriander production was expected to be 2 crore bags &
approximately 15-18 lakh bags of coriander seed were in stock.
After making it lows, a U-turn came in the price movement & during
the period from March till May, coriander prices witnessed a bull
run, gained by 120% & tested 13,444 levels. The factors that were
attributed were untimely rains in Rajasthan, pest attack and low
carryover stock. It was reported that the damage due to rain,
disease and pests was more than 40% during the last year. However,
thereafter big corrections were seen due to profit booking &
various actions taken by the Forward market Commission such as
imposition of higher margins, making modifications in staggered
delivery period. Apart from these, strong selling pressure mounted
on coriander prices from higher levels as strong stocks of around
80-85 lakh tonnes have been reported in the major mandies. The
export demand was muted as the price offered by India had more
than doubled from $1000 a tonne to $2100 making exports
uncompetitive. By the end of the year, coriander futures settled
around 9700 levels, almost 28% down from its yearly high made in
the month of June.

Annual Outlook

Range: Rs. 4500-10000

This year, flavoring food may be a costly affair owing to expected
lesser availability of coriander. Coriander being a Rabi crop, sowing
starts in the middle of October and extends until November end.
The duration of the crop is about 120-140 days and the harvesting is

expected to commence during February & continue till March.
Currently, the sowing operations have been completed in the major
growing states. In Andhra Pradesh, coriander sown during Rabi
2015-16 as on 9th December 2015 was 7000 hectares as compared
to last year 24000 hectares. In Gujarat, sowing as on 15th December
2015 sowing has been completed on 59100 hectares as compared
to 71900 hectares in the year 2014. In Kutch, area total sown is 3400
hectares, in Saurashtra region 54800 hectares reported. Coriander
sowing has also been completed in Neemuch and Mandsour district
in Madhya Pradesh. Due to lower monsoon, the plant growth has
been reported lower. As per current situation, farmers expect a
lower yield of around 5 bag (1 bag = 40 kgs) as compared to last year
7 bags. Overall, coriander area may fall as compared to last year due
to lack of rainfall in Gujarat and Andhra Pradesh and fear of crop
damage in Madhya Pradesh and Rajasthan. According to Third
advance estimates of Ministry of Agriculture, Government of India,
in 2014 -15 the production will be 3.4 lakh tonnes which is 9.55%
higher than 2013-14, but down by 34% in 2012-13. However, if we
take a closer look, coriander output has been falling since past 3
years. On the demand side, exports as well as domestic
consumption are witnessing a rise over the years & the same
pattern is likely to be visible in the coming months. India annually
exports around 45,000 - 50,000 tonnes of coriander a year. This
year, the price trend of coriander futures till the month of April is
likely to be bullish. The expected arrivals of good quality from
Rajasthan during February-March, 2016 will give a positive
influence on the coriander price. The DEMIC (Domestic and Export
Market Intelligence Cell) analysis revealed that farm gate price of
coriander during harvest i.e., in February-March, 2016 will be

Monthly price movement of Coriander futures (NCDEX)

* As on 31st December 2015

100 days Exponential Moving Average

50 days Exponential Moving Average

Source: Reuters
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around Rs.9000 - 9500 per quintal. Harvesting stage of coriander is
most important when the seeds turn golden brown which will fetch
better price. Later, a consolidation phase can be seen in the range of
8500-10000 & the upside may remain capped as the export
demand from India may stay muted because the harvesting in the
major growing countries such as Bulgaria (Aug-Sept), Canada
(Sept), China (July-Oct) & Ukraine (June-Aug) will be taking place.
Secondly, as India is importing coriander, the importers will

possibly look out for some bargain buying from the overseas
market, which may exert pressure on the domestic prices. In the last
phase, the months from October-December, an upside momentum
can be seen in the counter, as there would be a gap between the
demand-supply & most importantly the seasonal demand will
support the prices. Overall, it may take support near 4500 level,
while the upside may remain capped near 10000 levels.

Mustard

Annual Outlook

Annual Commentary

The global mustard production is projected at 67.5 million tonnes,
down by 6.35% as compared to 2014/15, which might get mostly
offset by higher output in Canada. The production in Canada is
estimated at 17.20 MMT, more by 4.81% during last year. In
worldwide, the total ending stocks is estimated to get lesser by
15.93% to 6.51 MMT in 2015/16, as compared to previous year,
whereas in Canada, it's a contrary situation as the closing stocks are
higher by 29.20% in 2015/16 at 3 MMT as compared to previous
year. At home, the India crop is reduced on lower projected area,
which is reflecting planting progress to date. This season, there will
possibly be a shortfall in plantings due to below average post
monsoon rainfall, and low water reservoirs. The United States
Department of Agriculture has highlighted that India's 2015/16
mustard production is forecast at 6 million metric tonnes (MMT),
down by 4.91% from last year. Area harvested is forecast at 6.0
million hectares, lower by 9.09% as compared to last year. The total
supply is estimated at 6.43 MMT & total consumption at 6.05 MMT.
This season in 2015/16, the projected ending stocks are projected
to be merely 0.38 MMT, lesser by 11.68% as compared to 2014/15.
As the sowing season is going on, the market participants are
keeping a close watch on the weather conditions & as its impact on
the cultivation progress. Mustard being a Rabi crop, the sowing in
India is done from October to November & harvesting is from
February to March, with arrivals peaking till the month of May. In
the current scenario, the RM seed planting as on 4th December
2015 is reported at in 5.41 million hectares, 11% less than the same
period last year. The final sown area in RM seed is expected to
decline which will eventually decrease the production of the seed
during this season. In days to come, the weather conditions in the
month of January will hold the key to the crop's output size. In the
first quarter of the year, mustard futures may witness some
correction towards 3800 levels as the crop will enter the growth
stage & come nearer to the start of the harvesting months.
Thereafter, mustard prices may rise by 10-15% as the procurement
from pickle industries & other consuming sectors would be
stronger in order to meet their seasonal requirement. Moreover,
this season there is lesser supply & the demand is likely to be steady

In the year 2015, mustard futures witnessed many multi month
consolidations & Bull Run's too. During the first quarter of the year,
it consolidated in the range of 3250-3500 levels with an upside bias.
The market participants were cautious & keep a close watch on the
area under cultivation. The preliminary estimates highlighted that
the output could fall output to 7.0 million tonnes in the 2014/15
crop year (July/June) from 7.4 million previous year. By mid
January, mustard acreage was estimated 8% lower at 64.99 lakh
hectares (lh), against 70.43 lh during the corresponding period a
year ago. However, amidst the crunch on the supply side, mustard
prices failed to take off from its grounds due to rise in arrival of new
crop and large stock of mustard oil with the crushers. But later on in
the months of April & May, mustard futures witnessed a rally of
about 25%. In spite of absence of buying by China due to ban since
January 2012, the overall export of Rapeseed Meal had increased,
thanks to big buying from South Korea and Thailand. In the
beginning of the second quarter, there was an outbreak of major
news of hailstorms damaging the crop, which gave a strong reason
for the mustard prices to rise. According to agriculture ministry's
own estimate, mustard seed crop in around 2.6 million hectares of
land was damaged in the bout of unseasonal rain and hailstorm that
hit 13 states. In the month of May, the news of China may lift a ban on
Indian rapeseed meal imposed three years ago due to quality
concerns, also added to the first Bull Run. After all these dynamic
reasons factored in & the rally was done, again a second phase of
consolidation was witnessed from June till September in the range
of 4000-4300 levels. During this phase, rise in arrival of mustard
seeds across the country dragged the counter & the upside was
capped. Thereafter, in the start of the last quarter, a second Bull Run
was seen in the month of October, wherein mustard futures rallied
about 20% as above normal temperatures had delayed rapeseed
sowing in India's top producing regions. However, by the end of the
year the gains cooled off as the sowing progressed & market
participants booked profits from higher levels. Also, rapeseed meal
export also reduced to 1/3rd of last year.
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as previous years. On the export front, the exports demand of rape
meal is likely to sustain from major importing countries like South
Korea, Thailand, Vietnam, Indonesia, Taiwan, Myanmar etc.
Mustard futures on the national bourse has a very strong support

near 3500 levels & this year also, the counter is likely to take
support near it, while the upside may get extended towards 5500
levels.

Monthly price movement of Mustard futures (NCDEX)

* As on 31st December 2015

100 days Exponential Moving Average

Soyabean
Annual Commentary
The year began with a consolidation in soybean futures as the
counter traded in the range of 3300-3500 levels from January till
March. The main reason was that the exports of soybean meal had
greatly reduced due to total disparity for soybean meal in
international market. India's soy meal exports were to hit 26-year
low in the year ending March as easing of sanctions against Iran
allows the key buyer to opt for cheaper South American supplies.
The report of robust crop prospect in Brazil and expectations of a
bumper South American crop and adequate availability of soybean
in the domestic market caught hold of the gains in the soybean
futures on CBOT as well as on NCDEX. Last year, U.S soybean futures
also remained trapped under consolidation within the range of
955-1060 from January till July. On the international market, there
were also reports of cancellation of soybean sales to top buyer
China. Thereafter, in the month of April & May a rally of more than

50 days Exponential Moving Average

Source: Reuters

28% was in soybean futures on the national bourse & made a high of
4412 levels. This rise in soybean prices was primarily attributed to
weak arrival with stockiest not showing interest in releasing their
stock at lower rate, given report of decline in crop output last year.
During this phase, the sowing was seen to be muted as monsoon
was predicted below normal. However, with the beginning of June,
the fundamentals changed & the gains reversed & fell by more than
30% from its high's & made a low of 3062 levels by the month of
August. In this stage, the outlook for soybean brightened with
timely onset of monsoon. But, later by the month of September, the
actual picture was very different as absence of rains after sowing
had led to unusual growth of weeds in some areas, leading to attack
of pests & finally reduce the yield. From here on, soybean futures
started gaining month-on-month on the national bourse & made a
high of 4121, on less production issue. Soybean production was
estimated to fall by 4% to 86.42 lakh tonnes in the Kharif season of
this year on lower productivity. Going back to the fundamentals &
price movement of U.S soybean futures the international market,
®

35

OIL SEEDS

COMMODITY OUTLOOK 2016

the trend was just the opposite. Depreciation in local currency was
also responsible for the decoupling between domestic and
international trend.

Annual Outlook

Range: NCDEX: Rs. 2700-5500
CBOT: $8-$16.50

The total supply of U. S soybean is forecast at a record of 114.38 MMT
& total consumption of 101.73 MMT, leaving behind ending stocks of
12.65 MMT which, if realized, would be the highest since 2007/08. At
home, USDA estimates 2015/16 for India soybean highlight that as
compared to 2014/15, opening stocks are 25% lower & the
production is 8% lower. On the demand side soy meal exports are
14.53% lesser. On overall, in 2015/16 the ending stocks are 57.40%
lower than compared to 2014/15. Giving a brief, the output is
projected at 8 million metric tonnes (MMT) & the decrease is
attributed to continued reports of deteriorating yield prospects. On
the contrary, the harvested area is estimated at 11.65 million
hectares, up 6.80% from last year, and the second largest on record,
however the yield is estimated at 0.69 tonnes per hectare, down
14% from last year, and is the lowest in 10 years. The projected
balance sheet shows that the total supply is likely to be 8.45 MMT
(including production of 8 MMT & opening stocks of 0.45 MMT) &
the total distribution would be nearly 8.28 MMT (comprising
exports of 0.20 MMT, crushing of 6.45 MMT, food use domestic
consumption of 0.63 MMT & feed waste domestic consumption of 1
MMT), leaving a very little surplus of 0.17 MMT, which would be As

regards price movement, if we look at the long term scenario, it is
clearly visible that soybean futures have maintained its uptrend
since its inception on the national bourse. Over these years, the base
has been shifting upside from 1200 levels (2003-2008) to 2000
levels (2009-2012) & now 2800 levels (2013-2015). The main
reason being attributed is the increase in domestic consumption by
almost 87% in last 10 years. Going by the seasonality, after
analyzing the past year data (2004-2015), it is established that
soybean futures on NCDEX has always followed its seasonality over
these years. Explaining its different phases, soybean futures is
expected to gain by 10-12% from January till May as the gap
between demand & supply due its seasonal nature. In the second
stage from June to September, the counter may witness a correction
of about 8-10% as during this time; India's soybeans are grown
exclusively during the Sharif season (southwest monsoon season)
under rainfed conditions. The optimum planting period is typically
the third week of June to the second week of July & the majority of
2015/16 crop is planted during this period. In the last leg (OctoberDecember), the uptrend might resume again by 5-7%, as demand
pours in from the domestic market with the inflow of fresh arrivals.
This time, there will be high demand for beans as the production as
well as the closing stocks is expected to be lower. Overall, it may take
support near 2700 levels, while the upside may get extended
towards 5500 levels. On CBOT, the U.S. season-average soybean
price for 2015/16 is forecast at $7.50 to $10.00 per bushel. The
trend of soybean may be negative due to the abundant supply of
beans on the international market.

Monthly price movement of Soyabean futures (NCDEX)

100 days Exponential Moving Average

* As on 31st December 2015
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Edible Oil
Annual Commentary
The broader picture of the last year's price movement of the edible
oil complex shows that they had been on a downtrend journey
whole throughout the last year on the national exchanges, as crude
palm oil futures declined by -18% & refined soy oil futures by 4.72%. On the international market, palm oil prices on Bursa
Malaysia Derivatives exchanges has almost remained flat low as
high inventories close to 15-year high due to softened export
demand. On CBOT, refined soy oil has declined by more than 11%,
touched six year low of 25.47, tracking bearish fundamentals of
abundance availability in soybean. The fundamentals of the
domestic market highlighted that India is being used as a dumping
ground for excessive supply of edible oils in the world market.
Excessive import has put tremendous pressure on the local edible
oil prices. There was supply crunch in domestic market as soybean
crushing did not pickup because the farmers continued to postpone
their sales & due to high price of soybean and lower realizations.
Moreover, unseasonal rain in the peak Rabi harvesting season
damaged the crop extensively, resulting in less output of seed and
availability for crushing. Domestic availability of edible oil has
reduced by 600,000 tonnes per year in the last few years. Therefore,
throughout the year, the refiners had to import cheaper vegetable
oil to meet the demand of the domestic market. India's dependence
on imported oil has increased to 70% of its requirements. As cited
by the Solvent Extractors' Association of India import of vegetable
oils during Oil Year 2014-15 (Nov.'14 to Oct.'15) i.e. edible oil and
non-edible oil set a new record level of 146.1 lakh tons (14.61
million tonnes) compared to 118.2 lakh tons (11.82 million tonnes)
for the same period of last year i.e. up by 23.64%. Oil year 2014-15,
has set a new record for highest import of palm products as well as
soft oils like soybean, Sunflower and Rapeseed (canola) oils. The
overall import of vegetable oil has increased by 27.9 lakh tons
(23.64%) during oil year 2014-15 (Nov.-Oct) over the previous
year. The main reason for overall increase in import of vegetable oil
are that the local consumption of edible oil further increased due to
increase in per capita consumption (4.5%) and population growth
(1.76%). Nil export duty from Indonesia and Malaysia also
encouraged import.

Annual Outlook

Range: Ref. Soya Rs. 550-750
Crude palm oil Rs. 350-520

Edible Oil Complex
This year in 2015/16, imports of palm oil by India is likely to be the
highest in past 10 years at 9.73 million tonnes as compared to 3.65
million tonnes in 2006/07 & 6.5% more than compared to 2014/15.
The total supply of palm oil in 2015/16 is estimated to be at 10.73

million tonnes against a domestic consumption of 10.13 million
tonnes, leaving a surplus of 0.60 million tonnes which is lower than
compared to 0.80 million tonnes in 2014/15. As regards soybean
oil, imports are projected at 3.35 million tonnes, higher by 131% in
2006/07 & by more than 19% in 2014/15. The total supply is
projected at 4.75 million tonnes & domestic consumption may be
around 4.50 million tonnes. The ending stocks is likely to be smaller
at 0.25 million tonnes. On the international market, Malaysia's palm
oil stocks at 2.91 million tonnes have rose to an all-time high.
Currently, the Malaysian palm oil shipments are facing increased
competition from near record soybean production in the United
States, Brazil and Argentina. Moreover, Indonesia has been selling
crude palm oil at much bigger discount to Malaysian cargoes.
Malaysian palm oil exports also falling as cheaper soybean oil
becomes more favorable. Last but not the least, crude oil prices are
hovering 11-year lows. Now, the question is will the decline of
edible oil prices continue as like last year? The answer to this is that,
it is a well known fact that globally the prices of edible oil are
historically low since 2008, but since this year the global vegetable
oil stocks are projected at 16.1 million tons, down 2.3 million mainly
on lower palm oil stocks in Indonesia, Malaysia, and India, the
downside may remain capped. Crude palm oil (CPO) prices could
rise towards 2600-2900 levels on Bursa Malaysia Derivatives
Exchange, taking support near 2000 levels if El Nino hits output in
Indonesia and Malaysia & trigger worries about tighter supply. The
year 2016, could be hotter due to the El Nino weather pattern &
warning inaction on climate change could see temperatures rise by
6 degrees Celsius or more than cited by the World Meteorological
Organization. Back at home, it's a contrary situation as there is an
excess supply of veg. Oils & the imports are likely to grow further
this year, due to lower domestic oil seeds production & zero export
duty by Indonesia and Malaysia. Current stock of edible oils as on
1st Nov., 2015 is the record highest & stocks at various ports is
estimated at 1,020,000 tonnes and about 1,410,000 tonnes in
pipelines. India's monthly requirement is about 16.0 lakh tons and
operates at 30 days stock against which currently holding stock
over 24.30 lakh tons equal to 46 days requirements. As per the
current trend, RBD Palmolein manufactured in India through CPO
route vs. direct import shows that cost of direct import is cheaper by
INR 3,000/MT. The domestic refiner's capacity utilization is
currently reduced to 45-50% as against 65-70% in the past. The
edible oil counters on the national bourse are likely to consolidate
this year, with upside getting capped due to higher availability.
Market participants would also be keeping a close watch on the
movement of Rupee, which will continue to influence the buying
spree & the volume of imports. Overall, Refined soy oil futures may
trade in the range of 550-750, while CPO futures may trade with a
downside bias in the range of 350-520 levels.
®
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Monthly price movement of Ref. soy oil futures (NCDEX)

100 days Exponential Moving Average

* As on 31st December 2015

50 days Exponential Moving Average

Source: Reuters

Monthly price movement of CPO futures (MCX)

100 days Exponential Moving Average

* As on 31st December 2015
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Sugar
Annual Commentary
Massive supply worldwide compelled sugar futures to trade in
bearish category throughout the first half. Sugar futures on the
national exchange fell like nine pins by more than 26% since the
start till the July, where it made low of 2021 levels. From the
beginning of the year, there was a whole lot of inventory pressure
due to higher production. The ex-mill sugar prices were at its lowest
in the last 3 years and the all India cane price arrears is already
Rs.11000 crore at the end of January, 2015. The sugar industry had
produced surplus sugar continuously in the last 5 sugar seasons,
including the last one. Unfortunately during the first half of the year
there was surplus sugar availability in the global market. Almost all
the sugar producing countries like Brazil, EU, Thailand, Australia,
Russia, China etc. Raw sugar futures on the international market hit
a six-year low, hurt by weakness in Brazil's currency & on
speculation that the global glut will increase as the harvest
accelerated in Brazil. Taking negative cues from the bearish
fundamentals on the overseas as well as domestic market, Indian
sugar futures dropped to their lowest level in 5-1/2 years on rising
supplies, weak local demand and as mills struggled to export raw
sugar due to falling global prices. In the third quarter, a U-turn came
in the price movement after the Government took several steps
such as announced interest free loan worth Rs 6000 crores to the
Indian sugar millers, removed excise duty of 12.36% on supply of
ethanol meant for blending with petrol to the OMCs (Oil Marketing
Companies) & raised sugar import duty from 25 % to 40%, relaxed
norms for sugar exports by doing away with the registration

requirement with the Commerce Ministry & set a target of
exporting 4 million tonnes of sugar for mills for the marketing year
ending September 2016. During the period July till October, sugar
futures gained by more than 30% & made a high of 2800 levels
owing to various factors such as stockiest placed fresh orders to
meet the order of festivals, whereas, exporters managed to export
1.26 million tonnes of the sweetener in seven months from the
beginning of the financial year. By the year end, the counter settled
near 2600 levels, because the sugar prices came down from its
high's as the crushing season started.

Annual Outlook

Range: Rs. 2600-3800

Be ready to pay more to satisfy your sweet tooth, as sugar prices are
expected to higher side in 2016. Giving a focus on the demand &
supply scenario, the Indian Sugar Mills Association (ISMA) has
mentioned in its first advance estimates India's total sugar
production during 2015-16 sugar season will be around 270 lakh
tonnes as compared to 283.10 lakh tonnes in 2014-15. As per the
Official USDA Estimates, the total supply is estimated at 393.77 lakh
tonnes including 99.47 lakh tonnes of opening stocks, output of
285.30 lakh tonnes & 9 lakh tonnes as imports. On the demand side,
the projected exports are 25 lakh tonnes & domestic consumption
is 280 lakh tonnes. The net result is a surplus of 88.77 lakh tonnes of
sugar in 2015-16 sugar season, lesser by 10.70 lakh tonnes as
compared to 2014-15. In the world market, global sugar supply for
2015/16 is forecast down by -0.55% at 2678.65 lakh tonnes with
reductions in Brazil, India, the European Union, and Ukraine more
than offsetting gains in Australia, Russia, and Turkey. Consumption

Monthly price movement of Sugar futures (NCDEX)

* As on 31st December 2015

100 days Exponential Moving Average

50 days Exponential Moving Average

Source: Reuters
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is projected to reach a record 1735.72 lakh tonnes, drawing ending
stocks down by more than 9% to 395.98 lakh tonnes in 2015-16 (i.e
deducting total supply of 2678.65 MT from total exports of 546.95
MT & total consumption of 1735.72 MT) as compared to 2014-15.
The broader picture shows that there would be a deficit in the
domestic as well as in the international market, which will
definitely give support to the sugar prices. Regarding price
scenario, taking a closer look at the seasonal trend, sugar prices are
expected to come down by 5-7% till the month of May. During this
period, in the global market a selling pressure is seen as supplies
remains in its peak due to Brazil's sugar cane harvest season which
runs from April to June. In the current scenario, the crushing
operations for the current 2015-16 sugar season have been started
from the month of October and early November in a few parts of the
country. Thereafter, back at home, the arrival pressure reduces as
the sugar recovery shows a downward trend and in June the
percentage of sugar recovery comes down to the lowest levels. As

the crushing season comes to an end & demand takes a grip over the
supply with the onset of summer season & then the festive season,
sugar prices tend to take a U-turn, gains by 7-8% from its lows made
in the month of May. This year, these gains may be more than there is
a deficit in India as well in the world market too. The recent steps
taken by the Government, which includes counting Rs 4.50 a quintal
of cane subsidy to farmers, removal of excise duty, adoption of fixed
pricing policy linked to cane, interest free loan of Rs.6000 crore,
assisting the industry in their export initiative to achieve 4 million
tons of sugar exports during 2015-16 & Oil marketing companies
(Oms) agreeing to acquire 33 % more ethanol for the current
crushing season on rising interest of sugar mills to take part under
the government's bio fuel programme should help in improving
sugar prices in the long term. Sugar futures on NCDEX is expected to
take support near 2600 levels, while the upside can get stretched
towards 3600-3800 levels, breaching the resistance near 3400
levels.

Wheat

Rabi Marketing Season (RMS) 2015-16, whereas, during RMS 201415, procurement of wheat was only 280.23 lakh MT. Thus, the
procurement of Wheat in this year has surpassed the previous
year's procurement. The Government also had announced
Minimum Support Price (MSP) of Rs.1450 per quintal for
procurement of wheat for RMS 2015-16, which has been uniformly
paid to the farmers in various States/ UT's.

Annual Commentary
India, year on year has produced record quantities of wheat & as
history repeats itself, once gain production in the country during
past year was estimated to touch a record of 100 million tonnes. The
supply side was getting heavier apart from the higher output, the
stock of food grains available in Central Pool as on 01.01.2015 was
25.11 million tonnes. The Government had fixed procurement
target for Rabi Marketing Season (RMS) 2015-16 as 300.59 lakh
tonnes against the actual wheat procurement of 280.23 lakh tonnes
during RMS 2014-15. Regarding price movement, wheat futures
started on a bearish note & made a low of 1405 levels in the first
quarter. The announcement by the Government that it will not
export its surplus wheat stock this year and will continue to offload
the grain in the domestic market despite estimates of bumper
wheat production was the major reason for the downtrend of wheat
prices. However, after this news discounted into the price, wheat
futures managed to take support near its base of 1400 levels. If we
take a closer look, the support levels of wheat has shifted from 1100
to 1400 which it had maintained during the period 2009-2012.
From April onwards, recovery was seen in the counter as output
prospects was hit by unseasonal rains. Standing crops in over 50
lakh hectares in Uttar Pradesh, Maharashtra, Punjab, Rajasthan and
West Bengal was damaged. Fore sighting, a crunch in supply of good
quality wheat due to grain size, loss of lustre, higher moisture
content, flour mills signed contracts for import from Australia of
4,00,000-5,00,000 tonnes as during that time prices in the
international market were historically low. In order to restrict this
import, India imposed an import duty of 25% until March 31 next
year. Domestic prices have surged since April till December due to
various factors such as quality specifications etc. A quantity of
280.88 lakh MT of wheat has been procured for Central Pool during
®
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Range: Rs. 1500-1900

With global surplus, wheat may not give heroic performance but may
not be a total disappointment, as shrinking carry forward may
stimulate gradual upside, especially in second half of the year. Sowing
of wheat, the main Rabi crop is going on & till now, the cultivation
has been delayed & area of sowing has declined due to lack of
moisture content in soil and late harvest of Sharif crops. As stated by
the Ministry of Agriculture, as on 27th November this year, wheat
has been transplanted in 117.32lakhh hectares & is lower by 27%
as compared to same period last year. The official USDA estimates
have highlighted that in 2015-16, the production of wheat is
estimated at 88.94 million tonnes is lower by 6.91 million tonnes
than the record production of 95.85 million tonnes achieved during
2013-14. This season the yield is also expected to go down to 2.91
MT/hectares as compared to 3.15 in 2014-15. The total supply is
projected at 106.64 million tonnes (including opening stocks) & the
total consumption is likely to be 93.94 million tonnes. This year
there is a possibility of a surplus of 11.90 million tonnes, but it might
be 30% lower than compared to 2014-15, which will possibly give
wheat futures a support near 1450 levels. The upside may remain
capped near 1700-1750 as the demand side in reflecting that in MY
2015-16, in days to come, the exports may witness a decline of 75%
to 800 MT as compared to last year. Due to surplus global stocks,
higher domestic prices & stiff competition from European wheat
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along with Black sea region there is very less probability of many
exports going out of Indian pockets. Secondly, on the international
market, the tumbling euro against the dollar, may boost the
competitiveness of European wheat and could potentially
accelerate exports that are running 29% behind last year's. Taking a
closer look at the supply scenario worldwide, the International
Grain Council (IGC) has projected the world wheat harvested area
for the 2016/17 season would be down almost 1% at 221.8 million
hectares, citing concerns about dryness, especially in Ukraine. The
global wheat crop is now projected at 733.0 million tons, a third
consecutive record year on year & the ending stocks are estimated
at 227.3 million, a four-year high, moving the stocks-to-use ratio to a
comfortable 31%. Regarding price movement on the national
exchange, in the first quarter of the year, wheat futures may decline

towards 1480 levels as the seasonal arrivals from the harvest of
Rabi crop will start catch its pace & the harvesting will be at peak.
Later, from the month of April & May, a consolidation phase can be
seen in the counter as the procurement process will begin. In case of
wheat the majority of grains are procured in two months – April and
May. From June onward, the prices might recover from the lower
levels as the arrivals in the spot markets will slowly end. On the
other hand demand from millers will start surging as they would
need the grain to meet their requirement for producing wheat
products ahead of festival season from August & marriage season in
the months of November-December. By the year end, the counter is
expected to test 1800 levels taking advantage of the gap between
demand & supply. Overall it may trade in the range of 1500-1900.

Monthly price movement of Wheat futures (NCDEX)

* As on 31st December 2015

100 days Exponential Moving Average

Kapas
Annual Commentary
Since the beginning of the year, bearish fundamentals of surplus
stocks & sluggish export demand took over a toll over kapas futures
on national exchange. The counter declined by more than 10% from
its high of 962 levels & settled near 850 levels. In January, the Cotton
Association of India had projected for the year 2014—15 that total
cotton supply would be at 472.15 lakh bales, domestic consumption
was estimated at 306 lakh bales thus leaving an available surplus of
166.15 lakh bales. In the same month, the International Cotton
Advisory Committee highlighted that in 2014/15 world would have
ending stocks of 21.3 million tonnes, up 9% from 2013/14 and up
147% from 2009/10. It also mentioned that by the end of the
season, stocks held outside of China would increase by 20%, to
nearly 9 million tonnes, the second largest volume (after 2004/05)

50 days Exponential Moving Average

Source: Reuters

in the last 30 years. As regards India, the exports were projected to
experience a significant decrease as in 2014/15 China ended its
reserve policy and in 2015 announced that it was limiting imports
to the volume required under its WTO obligations. Affected by
sluggish Chinese demand the exports of cotton from India to China
declined by 56.72% to 26 lakh bales in 2014-15 as compared to
2013-14. As international prices were ruling lower than Indian
prices, the state-run Cotton Corporation of India (CCI) spent 160
billion rupees ($2.44 billion) to buy 8.7 million cotton bales at a
government-set minimum support price (MSP) in the marketing
year that ended on September 30, up from just 400,000 bales in the
previous year. Later on, Cotton Corporation of India (CCI) has sold
nearly half the fibre procured in crop year 2014-15 under the
minimum support price (MSP) operation & offloaded in both
domestic markets and abroad via daily and weekly tenders which
®
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gave a selling pressure over the counter. By the end of the year, there
was a glut scenario in the domestic market as India witnessed one of
the highest closing stocks in the history, at the close of the cotton
season 2014-15. Finally, it closed the year with some marginal gain.

Annual Outlook

Range: Rs. 750-1000

This year, the demand & supply fundamentals are likely to change this
year & it is reflected in the estimated given by the International Cotton
Advisory Committee. According to the latest projections & as
compared to last year, the world's production is lowered by 11.73% to 23.11 million tonnes, consumption is expected to be
more by half a percent at 24.37 million tonnes & the ending stocks
may fall by -5.79% to 20.65 million tonnes. As regards India, the
total cotton output in the country is estimated to be 370.50 lakh
bales for the 2015-16 season, lower by 12.25 lakh bales than the
output of 382.75 lakh bales for the cotton season 2014-15 due to a
lower acreage, pest attacks and poor yields because of a prolonged
dry spell. It is cited by the U. S Department of Agriculture that, this
season the exports of cotton from Indian pockets are likely to be
higher by 4.79% & similarly the domestic consumption may rise
more than 4%. This season, which began in October 1, may witness
a lower stock-to-use ratio of about -6% both in domestic market
and in global markets, which indicates that crop use will exceed
crop output. If stock-to-use ratio declines further, then prices will
tend to move higher. The trade scenario of India for cotton reflects
that the neighboring countries like Bangladesh, Indonesia &
Pakistan may import maximum quantity of cotton this year. This
will offset poor demand from China. The latest estimate from
International Cotton Advisory Committee, stated that lower
production costs and favorable government policies for the textile

sectors in Bangladesh and Vietnam will encourage consumption
growth in these countries. In addition, the government has taken
good measures which will boost to the India's cotton industry,
which includes inclusion of a dozen African countries under the
Merchandise Exports from India Scheme (MEIS). This would lift
India's cotton fabrics export by 10-15% in year to come. The new
Interest Equalization Scheme, earlier termed the Interest Rate
Subvention Scheme, on reshipment and post-shipment of
garments, will also boost cotton textile export as its will allow
garment makers to compete with Bangladesh, Pakistan, Sri Lanka
and Vietnam, their competitors, in developed country markets. This
year also the government has asked the CCI to buy cotton from
farmers as and when price drop below the MSP level. Furthermore,
the government is planning to transfer the difference between the
MSP and market price directly to farmers' bank accounts. As
regards price outlook, after analyzing the past 7 years price history,
it is established that Kapas futures has a seasonality trend & this
year also the counter is likely to follow the same. Hence, it is
expected that in the first 4-5 month i.e during the period January till
month of April-May, kapas futures may gain by 8-9% on the national
bourse owing to short supply and reduced stock position. The
second phase (June-September) looks bearish as prices may dip by
4-5. In the last segment (October-December), kapas futures gain a
little by 3-4%, as the buyers get interested in fresh buying taking
advantage of lower prices & secondly factors such as procurement
by the government agencies, seasonal demand from textile units. In
days to come, kapas futures is expected to take support near 750
levels, while the upside can get extended towards 1000 levels as this
year there is a gap between demand & supply worldwide.

Monthly price movement of Kapas futures (NCDEX)

100 days Exponential Moving Average

* As on 31st December 2015
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Chana
Annual Commentary
Last year, all the pulses sky rocketed at the spot markets & grabbed full
attention from all the market participants. It was also a nightmare for
the government as well as consumers. Chana – the star performer of the
year, as it gave returns of more than 54% & made a lifetime high of 5425
levels on the national bourse. The main reason that is attributed to this
whooping price rise is the huge gap in demand & supply. Over the years,
consumption in India has increased steadily over recent years, which is
now approximately 23 million tonnes. In the beginning of the year itself
an alarm was raised, when a slow progress was seen in sowing of chana
(gram) during the 2014 Rabi season. Secondly, the unseasonal rainfall
in January affected the overall output by at least 4-5% in Rajasthan & in
Madhya Pradesh. The releases by the Department of Agriculture &
Cooperation showed that production of pulses was continuously falling
& was estimated to be lower at 18.43 million tonnes in 2nd advance
estimates, 17.38 million tonnes in 3rd advance estimates & 17.20
million tonnes in 4th advance production estimates. Government data
also showed that kharif output of pulses has fallen over the past years,
to 17.38 million tonnes in 2014-15 as compared to 19.25 million tonnes
in 2013-14. Triggered by a sharp decline in output & with deficit
monsoon, prices of pulses in Indore mandis had gone up as stockiest
restricted their supplies to mandis. The season (June-September)
rainfall over the country as a whole was 86% of its long period average
(LPA). Last year, amid all these factors India became highly dependent
on imported pulses, as the total requirement to bridge the gap was
estimated at 4.58 million tonnes in 2014-15 as compared to 3.18
million tonnes in 2013-14 & 4.0 million tonnes in 2012-13. In order, to
tame the price rise of pulses, government took various actions such as
extension of the time limit regulating trade in pulses, edible oils and
edible oilseeds till September 30, 2016, selling imported tur (arhar) dal
via Kendriya Bhandar and Safal outlets in Delhi at a lower rate,
including use of price stabilisation fund, importing huge quantity of
pulses, imposed stock limits on pulses held by licensed food processors,
importers, exporters as well as large departmental retailers & action
against hoarders and black marketers, seized 1,32,777.14 MT of pulses
till November 17, 2015. By the year end, prices settled near 5000 levels.

Range: Rs. 4250-5500

The commodity, which became nightmare for the consumers as well as the
government is preparing for a roller coaster ride in 2016. This year too,
the gap between the production & consumption along with the measure
to be taken by the government will be the major factors affecting the
price movement of pulses. Giving a snapshot of 2015-16, production of
pulses is estimated at 18.32 million tonnes, government may import
4.10 million tonnes, making the total availability to 22.42 million
tonnes. On the demand side, exports may be little as 0.25 million tonnes
& the balance left over for domestic consumption is expected to be
22.17 million tonnes. This year, the south west monsoon will also play a
major role in deciding the price the pulses. On the demand side, the per
capita consumption of pulses has been in the range of 9 kg to 12 kg per
capita per year in urban areas and 8 kg to 10 kg in rural areas in the same
time period. In months to come, a selling pressure may continue to keep
the upside capped as the government is taking every possible step to
curtail the spiraling prices of pulses. NAFED and SFAC have been
directed to procure pulses. The procured stocks will first be allocated to
states based on their demand. In case states do not lift either full or a
part of the procured pulses, these pulses will be offered by consumer
affairs department to agencies like Kendriya Bhandar, Mother Dairy for
sale through their outlets. Alternatively, these pulses may be sold in
open market on NCDEX or any other electronic platform in a
transparent manner. The procured pulses will be sold within one year of
end of procurement period to consumers. The government has also
taken initiative to procure arhar and urad pulses to create a buffer stock
in the current Sharif marketing season. NAFED, SFAC and FCI have been
directed to procure the produce from farmers at prevailing market
prices. In months to come, the market participants would be closely
watching the figures in advance estimates provided by the Ministry of
Agriculture. Production of pulses has been trailing demand since many
years & most of it depends on imports. As regards price outlook, if we
look at the forward curve, then chana futures are on a backwardation till
the month of May. This year, we may see a pause in the Bull Run & a
consolidation can be seen in the range of 4350-5500 levels. Buying from
lower levels during the period February-April would be wiser to get
long term gains as the there would be a supply gap till the fresh arrivals
from the Rabi crop hits the spot markets next year in 2017. Till then, chana
prices may flare up as demand tends to rise due to festive season, from
Janmashtami to Diwali & marriage season during November-December.
Another major factor that is going to impact the counter from May till
September will be the projection of South west monsoon, depending on
which farmers intention to sow pulses & supply scenario can be outlined.

Monthly price movement of Chana futures (NCDEX)

* As on 31st December 2015
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