




February 2015 Karvy Comtrade’s Invest & Harvest 3

Editor
Sushil Sinha

Managing Editor
TR Vivek

Executive Editor
Veeresh Hiremath

Padma Venkatraman

Research Team
Jitendra K Parashar
Ramesh Chenchala

Ravi Shankar Pandey
Raj Nawab Singh Kashyap

Sarika R. Agarwal
Sonali Patnaik

Sujal Shah
Tapan Trivedi

Production
Vijayendra Kumar Ch.

Distribution
Shabna R. Iyer

Printed & Published by:
Sushil Kumar Sinha

on behalf of
Karvy Consultants Limited.

Karvy House, 46
Avenue 4, Street No-1, Banjara Hills

Hyderabad-500034. AP. 

Printed at:
Harshitha Printers

6-2-985, Yousuf Building
Adj. Railway Gate,

Khairatabad, Hyderabad-500004

Editor: Sushil Sinha

There seems to be just no stopping the slide in crude oil 
prices. While the commodity had ended 2013 at about $115, 
2014 saw a closing at $50 levels. Some called a bottom, but 

no level is really sacrosanct given the macroeconomic as well as 
geopolitical conditions. The fi rst month of the New Year gave a 
slight sense of recovery before crude prices dived back into the red. 
Speculations are rife about a crude war between the shale producers 
in the US and the OPEC nations who are both very well aware of the 
over-supply situation, yet refuse to cut back production. This is the 
topic for the cover story of the February issue of Invest & Harvest. 
We see the market almost accepting the ‘neo-normal’ levels for the 
black gold and believe that at least for the near-term, there is not 
going to be a stabilisation in price, if not a further fall. 

Meanwhile, the broader performance of the US economy 
continues to uphold global economic growth fi gures even as political 
concerns in the Euro region are seen stabilising. This is good news 
for investors’ sentiment; on the fl ip side of the coin, we believe 
any major demand for the precious metals complex as part of safe-
haven buying would hence face tough resistance in the near-term. 
We particularly hold a selling view on silver on higher levels in the 
coming months. Cues from major manufacturing regions of China 
and EU remain subdued, and also, consumption-related signals are 
coming in mixed from the industrial and precious metals space for 
the shiny metal. 

What is gaining attention is Nickel—our commodity pick of the 
month. From being a consistent poor performer among the base 
metals complex over the past few years, Nickel gained some investor 
attention in 2014. Large Indonesian nickel ore inventories with 
China, ramped up productions from Philippine and overall subdued 
world economic growth, especially during 2H14, took the sheen off 
nickel prices, but we hold a bullish stance for Nickel for 2015 as 
the forecasted defi cit along with the intrinsic issues pertaining to 
production and availability of the metal in the market may support 
the prices of the metal, following which, a bullish phase might be 
encountered in the long run.

Stainless Steel is yet another emerging industry that is growing 
at a rapid pace fi nding new utilities with time. Back home, the 
Indian Stainless Steel Development Association (ISSDA) recently 
celebrated its Silver Jubilee, where its President remarked on the 
opportunities ahead for the industry, especially in the context of the 
government’s Smart City plans.

EDITORIAL

Note: The data in all charts and tables 
have been sourced from Bloomberg, unless 
otherwise indicated.

Oiling Economic BalanceOiling Economic Balance
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Rupee Movement 10-year Bond Yield (%)

Infl ation (%) Index of Industrial Production (%)

DoE Inventory Levels (January)
 Inventory level M/M change (%)

Crude oil 385455 -5.23

Gasoline 229048 -3.90

Distillate 31491 9.75

Refi nary Utilization (%) 94.4 7.27
Note: DoE - Department of Energy; volumes in thousand barrel

LME Inventory Levels (January)
 Inventory level M/M change (%)

Nickel 426240 3.17
Aluminium 4048900 -3.83
Copper 248125 40.16
Zinc 630750 -8.80
Lead 215000 -3.14

Note: LME - London Metal Exchange; volumes in metric tonne

Exchange Rate Trends
Jan 30,

2015
Dec 31,

2014
% Change 52 Week 

High
% Change from

52 Week High
52 Week 

Low
% Change for
52 Week Low

Indian Rupee 61.870 63.044 -1.86% 63.888 -3.16% 58.335 6.06%

Euro 1.129 1.210 -6.67% 1.399 -19.31% 1.110 1.74%

Great Britain Pound 1.506 1.558 -3.32% 1.719 -12.40% 1.495 0.72%

Japanese Yen 117.490 119.780 -1.91% 121.850 -3.58% 100.760 16.60%

Swiss Franc 0.920 0.994 -7.45% 1.024 -10.14% 0.741 24.25%

Canadian Dollar 1.273 1.162 9.56% 1.280 -0.52% 1.062 19.88%

Australian Dollar 0.776 0.818 -5.05% 0.951 -18.34% 0.765 1.45%

New Zealand Dollar 0.726 0.780 -6.87% 0.884 -17.82% 0.719 0.96%

Danish Krone 6.592 6.156 7.09% 6.707 -1.71% 5.334 23.59%

Norwegian Krone 7.729 7.452 3.72% 7.875 -1.85% 5.849 32.14%

Swedish Krona 8.286 7.807 6.13% 8.390 -1.24% 6.325 30.99%
Note: All quotes are against the US dollar.
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News Digest

Swiss Franc Unpegged From Euro:
Market Shocker 
On January 15, 2015, Swiss National Bank (SNB) 
shook the market with a shocking announcement of 
its decision to abandon its three-year old pegged ex-
change rate at 1.20 Swiss francs per the euro. Within 
the fi rst few minutes after the SNB had announced this 
change, the franc broke past parity against the offi cial 
currency of the euro zone at 0.8052 francs per euro. 
Later, it trimmed the gains to remain at 1.0350 francs. 
Moreover, the franc also gained against the US dollar to 
trade at 0.8900 francs per dollar. Swiss regulator’s deci-
sion to abandon a fi xed exchange rate system, in which 
a currency’s value is fi xed either against the value of 
another single currency, a basket of other currencies, or 
another measure of value, such as gold, was surprising 
but the SNB had been resisting immense pressures due 
to the cap. Investors seeking a safe haven from the euro 
zone’s fi nancial and economic problems were among 
the main drivers behind the SNB’s announcement to 
unpeg the franc. The last factor that contributed to the 
SNB’s decision was the highly probable prospect of the 
European Central Bank (ECB) launching its anticipat-
ed quantitative easing (QE). Overall, the Swiss franc 
managed to soar 30% in value against the euro currency 
within a couple of days from its announcement. Source: 

Bloomberg, http://eubulletin.com/, KCTL research 

US Oil Drillers Idle 94 Rigs In The Biggest 
Retreat Yet

US drillers pulled 94 oil rigs 
out of fi elds in a single week, 
the biggest retreat to date, as 
crude prices capped the lon-
gest stretch of monthly de-
clines since 2009. The oil rig 
count dropped to a three-year 
low of 1,223, Baker Hughes 
Inc. said on its website Fri-

day. It was the biggest weekly decline since the Hous-
ton-based oil-fi eld services company began collecting 
the data in 1987. The Permian Basin of Texas and New 
Mexico, the country’s biggest oil fi eld, was hit hardest, 
losing 25 rigs. Drillers are parking rigs as a global col-
lapse in oil prices prompts producers to curb spending, 
service contractors to fi re thousands and at least one oil-
rich county in California to declare a fi scal emergency. 
Banks including Societe Generale SA have said prices 
may fall below $40 a barrel as global supplies surge and 

OPEC resists calls to curb output. West Texas Intermedi-
ate for March delivery rose $3.71 on Friday to $48.24 a 
barrel on the New York Mercantile Exchange. Even with 
the gain the futures capped a seventh straight month of 
declines, dropping 9.4% in January. Source: Bloomberg

Fed Upbeat On US Economy, Cites Strong 
Job Gains
The Federal Reserve said that the 
U.S economy was expanding 
“at a solid pace” with strong 
job gains in a signal that the 
central bank remains on track 
with its plans to raise interest 
rates this year. The Fed re-
peated it would be “patient” in 
deciding when to raise benchmark 
borrowing costs from zero, though it also acknowledged 
a decline in certain infl ation measures. After a two-day 
meeting of the Federal Open Market Committee, policy-
makers struck an upbeat tone on the US economy’s pros-
pects and held to their view that energy-led weakness in 
infl ation would dissipate. In making its announcement, 
the Fed largely skirted slumping economies in Europe 
and Asia, saying only that it would take “fi nancial and 
international developments” into account when deter-
mining when to raise rates, adding a reference to global 
markets for the fi rst time since January 2013. “Economic 
activity has been expanding at a solid pace,” the Fed said 
in a statement that marked an upgrade to its prior as-
sessment of a “moderate pace” of growth. “Labor market 
conditions have improved further, with strong job gains 
and a lower unemployment rate.” Long-term US bond 
yields fell as some investors focused on the Fed’s refer-
ence to international developments and weak infl ation, 
potentially widening the gap between the central bank’s 
language and what markets expect policymakers to do. 
The dollar strengthened against a broad basket of curren-
cies. Source: Reuters 

US Mint Gold Coin Sales Weakest For 
January Since 2008 
US Mint American Eagle gold coin sales in January 
rose from December but were the lowest for that month 
since 2008, as a rally in prices discouraged collector 
buying in what is typically a period of peak demand, 
data showed on Friday. The US Mint sold 81,000 
ounces of gold bullion coins this month, down from 
91,500 ounces in the fi rst month of last year and the 

he 
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News Digest

lowest since 2008 when 26,000 ounces were sold. US 
sales tend to be highly seasonal, with the strongest per-
formance at the start of the year as investors seek the 
most-recent mintage, and the fourth quarter usually be-
ing the quietest of the year. Source: Reuters 

India Trumps China As World’s Biggest 
Gold Consumer: GFMS
India overtook China as the world’s biggest gold con-
sumer in 2014 as global physical demand fell, an in-
dustry report showed on 29th January forecasting that 
prices that have declined for the last two years would 
bottom out this year. Chinese gold demand slid by more 
than a third last year to a four-year low of 866 tonnes, 
while the country’s scrap gold supply rose 21% to an 
unprecedented 182 tonnes, the report by GFMS analysts 
at Thomson Reuters showed. Slower economic growth 
and a crackdown on corruption helped knock Chinese 
jewellery demand to 608 tonnes, 33% below the previ-
ous year’s “extraordinary” levels, it said. Physical bar 
demand fell 53% to 171 tonnes, a fi ve-year low. ndian 
jewellery demand rose 14% last year to a record 690 
tonnes, putting it back ahead of China as the world’s 
number one jewellery manufacturer. Source: CommodityOnline

Indian Government Exploring Ways To 
Boost Cotton Exports

Worried over decline in 
raw cotton prices, the 
government has stepped 
up efforts to fi nd out new 
markets for the com-
modity. The prices are 
declining because of a 
plunge in exports to its 
biggest market, China, 

which had changed its policy on cotton imports. Re-
cently a team led by Commerce Secretary Rajeev Kher 
visited Vietnam. The South-East Asian nation is one of 
the biggest importer of India’s cotton and also an im-
portant centre on spinning and yarn making. China has 
huge investments in this sector in Vietnam. In Decem-
ber, the government had eased cotton and cotton yarn 
export rules to boost overseas sales as slowing demand 
from China has hit India’s trade in the commodity. Ac-
cording to the USDA report, India -- the world’s second 
-biggest producer of cotton -- is likely to export 7.69 

million bales of the fi bre in 2014-15 marketing year 
(August- July), down by 35 per cent from last year due 
to sluggish demand from China. China is the top cotton 
export market for India, followed by Bangladesh and 
Pakistan. Centre had also asked the Cotton Corporation 
of India to procure cotton from farmers in 11 states as 
the rates have fallen below the MSP in Andhra Pradesh, 
Telangana and Maharashtra. Source : The Economic Times 

Palm Oil Posts Worst Start to Year Since 
2010 as Demand Slows
Palm oil capped the 
biggest January decline 
since 2010 as demand 
weakens amid a supply 
glut. Futures dropped 
5.3% this month, the 
most since November, 
as a slump in exports 
from Malaysia, the 
largest producer after Indonesia, signals a slowdown in 
demand. Output in the two top suppliers is set to climb 
to a record this year. Palm oil, used in food and fuel, 
slumped 16% in the past year as a plunge in petroleum 
costs reduced its allure and global soybean crops head-
ed for an all-time high. Source: Bloomberg

S. Africa Plants Record Soybean Area as 
Oilseed Demand Rises
South African farmers are planting the biggest soy-
bean area on record, using the oilseed as a substitute 
for corn, the nation’s biggest grain crop, as demand for 
soy products rises. The area growers will sow soybeans 
surged 23% to 620,300 hectares (1.53 million acres) 
for the season, while that for corn will decline 1.2%, 
the Pretoria-based Crop Estimates Committee said last 
week. That’s the largest area for the oilseed on record, 
the CEC’s Marda Scheepers said. Soybeans are con-
sumed by humans and livestock and crushed to make 
oil, with the residue used to produce soymeal, a fl our 
that’s used as a fi ller in animal feed and is also known 
as oil cake. South Africa was a net importer of soymeal 
in 2013-14, according to US Department of Agricul-
ture data. It will probably become a net exporter in this 
season, the data show. The country produced 944,340 
tonnes of soybeans in the season ended February 2014, 
the most on record. Source: Bloomberg

Please read the Disclaimer carefully on page 4
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FEATURE

Financial Strategy By Housewife
—  Rakhi, former employee, ANZ Grindlays Bank 

Finance plays a pivotal role in everyone’s lives 
with each one working to save for the rainy day. 
However some of us are not well-informed or 

equipped with knowledge or facilities on how and 
where to invest. 

I am a home-maker, and I feel we 
are constantly seeking ways to 
ensure happiness, security 
and most importantly, 
fulfi llment of dreams 
of our family. In-
decisiveness is 
one factor which 
refl ects in the 
way we look 
at the type 
of profi t that 
we would 
want and 
the type of 
o u t c o m e 
that we 
are hoping 
for from a 
pa r t i cu la r 
investment. 
The basic 
thought that 
runs in our 
mind is that will 
this investment be 
successful? What 
are the risk factors? 
We do not have the 
light of the knowledge about fi nancial investments, at 
least not enough to carry out one ourselves, which is 
why most of the times, we choose to stay out of the 
topic and let other family members move ahead in this 
endeavor to attain profi t. But with changing times and 
tide, home-makers are breaking out of their shells and 
are fi nely examining investments. The questions on 
their minds are not the ordinary ones anymore. They 
go like this: Will my child’s future be secure? Will this 

be of use after retirement? Is this going to be a constant 
source of gains? How much effort will I have to put in?

One major investment which is vital is investment 
in gold. It is not a mere investment; it is more of 

an attachment. For a housewife, or for 
any women for that matter, gold is 

of great signifi cance, especially 
associated with the mar-

riage of their children 
and when there is pau-

city of fund, the pur-
chased gold can 

be the angel of 
rescue. We are 
a bit hesitant 
to invest in 
high volatile 
assets like 
equities and 
commodi-
ties. From 
my per-
s p e c t i v e , 
equity/com-
modity mar-

ket isn’t the 
easiest lane to 

tread on. There 
is constant fear 

that the future 
will sabotage all 

our present plans, 
with the amount of 

steepness of shares/
commodities backed by ever changing demand-supply 
variables keeping us at bay. 

When we dig deeper on where to invest, the easiest 
things that come to mind are savings in bank, FDs and 
gold, or even buying property. As a housewife, invest-
ing in properties seems like a secure thing to do as it 
mostly yields decent gains while you have the opportu-
nity to own your dream home. 

The priority list of home-makers is arranged in a lab-
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yrinthine network with a thinking that only housewives 
would understand. The top priority is investment with 
best profi table outcome and least risk factor. I believe 
most women would invest 40% on property as they 
maintain security and also serve as an assurance that 
there will always be a house that you go to. The next 
30% would, without doubt be investment on gold for 
reasons that every women would understand. The at-
tachment, the needs and memories are all attached to 
this simple investment. 20% would be free-mindedly 
invested into banks in the form of FDs and Savings, 
knowing that the fi xed profi t would, by any means, be 
given periodically. The remaining 10% would be mis-
cellaneous investments, like different types of insur-
ances, to be blithe about the future!

There are some aspects which could help people like 
me come out of that invisible spot about investing and 
portfolio allocation. What they need is a good fi nancial 
advisor for helping. A fi nancial advisor’s job is to ren-
der service to his or her client. Now, fi nding the right 
fi nancial advisor can be extremely tricky. Manisha Tha-
kor, a CFA and director of Wealth Strategies for women 
at Buckingham and the BAM Alliance says, before hir-
ing that expert to help you plan for your fi nancial future, 
investors need to do their homework and spend time 

to connect with the advisor who fi ts their needs. She 
says that the important things which need to be pres-
ent in an advisor is ‘fi duciary’, which means that your 
advisor will put your interests before his own, and ‘suit-
ability’ which means that your advisor will consider all 
recommendations and analyse whether it is appropriate 
in terms of fi nance and unique circumstances. Most im-
portantly, you should be aware what exactly and how 
exactly the advisor will provide you with help. 

Also, I feel as women, especially housewives, we 
are the pillar of support for the entire family, and it is 
necessary that we are educated in all fi nancial matters. 
Hence, there should be provision of crash courses for 
housewives in all fi nancial and economic matters, from 
the markets to investments, to the peak time periods and 
to all the global fi nancial affairs. Not only will it en-
hance their knowledge in this area but it will also give 
them the confi dence to carry out some investments on 
their own and advice their spouses when they are about 
to do so. When all these little things are thought of and 
re-thought, looked upon, realised and put into action, a 
home-maker can equally and maybe more greatly con-
tribute to all fi nancial investments. What a man may 
think is a great investment, a woman can make it greater 
still with her contributions to the discussions. 

FEATURE
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Indian Stainless Steel Development Association 
(ISSDA), representing leading stainless steel 
producers and various intermediate industry and 

users of stainless steel in the country, celebrated 25 
successful years of formation in a grand event held 
in Delhi on November 6-7, 2014. This event was 
attended by more than 200 delegates comprising 
leaders from stainless steel industry, chrome, nickel 
and molybdenum industry. 

The event was a crowning moment of the collective 
hard work, dedication and focused effort of the asso-
ciation and its member companies in diversifying the 
applications of stainless steel in India and increasing 
usage volumes in the country.

In his welcome address, N C Mathur, President, 
ISSDA, talked about the history of formation of the In-
dian Stainless Steel Development Association (ISSDA) 
which came into being with the objective of diversi-
fying and expanding the domestic market for stainless 
steel. He reminded the audience of the efforts put by 
ISSDA and its member companies in transforming the 
stainless steel production and usage in India, from just 
about 200,000 tonne of stainless steel production two 
decades ago, primarily for the kitchenware market, 
to reach nearly 3 million tonne and 2.4 million tonne 
of consumption in 2013-14 positioning India as the 
second-largest producer and third-largest consumer of 
stainless steel in the world. Mathur also said “I am glad 
that we are celebrating our 25th anniversary, when the 
Indian government is making serious efforts to improve 
economic condition and support investment initiatives 
in various sectors by pursuing policies of ‘Make in In-
dia’ and promoting exports through ‘Made in India’.” 
He also stressed on the fact that India’s per capita con-
sumption of stainless steel is far below the world aver-
age, and India’s GDP is likely to increase in the near 
future and major gainers will be architecture building 
and construction, automotive railways and transport, 
and process/ power industries. 

The guest of honor for the conference, Syedain Abas-
si, Joint Secretary, Ministry of Steel, and Chairman, 

JPC, also congratulated the industry for its successes 
and assured full support of the ministry to strengthen 
growth of stainless industry. 

During the event, concerns were raised of rising im-
port and dumping of stainless steel in India affecting 
the domestic stainless steel industries.

Speaking on the occasion Rattan Jindal, Chairman 
and Managing Director, Jindal Stainless Limited said, 
“As imports already control over 40% of the domestic 
market and quarter by quarter dumping from countries 
like China and FTA countries continue to increase. 
The result of this surge is that today domestic industry 
which has installed capacity of around 4.5 million tonne 
is operating at just 55% of its capacity and is struggling 
for its survival”. Various other leading producers also 
raised the same concerns.

Several experts from various user sectors represent-
ing nuclear industry, petrochemical industry, desalina-
tion and waste water management industry, construc-
tion sector and kitchen and hollowware industry spoke 
on the potential usage, challenges and offered deep 
insight on the likely growth areas of stainless steel in 
their respective sectors. 

ISSDA also recognised two industry leaders, Rattan 
Jindal, CMD, Jindal Stainless Ltd, and Neeraj R Ko-
chhar, CMD, Viraj Profi les Ltd, for their outstanding 
contribution to the stainless steel industry.

ISSDA thanked all its members and participants 
from around the world for the grand success of the 
programme.

ISSDA Rings In The Silver Bell
— MMR Bureau

Please read the Disclaimer carefully on page 4
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Crude oil was one of the worst 
performers among the non-
agricultural commodity 

basket during 2014 with the 
commodity at major international 
indices, NYMEX and ICE, slipping 
46% and 48% respectively to $53 
and $57 per barrel. Additionally, if 
we compare the June 2014 highs 
of the commodity to the recent 
quote by end of January month, we 
see losses have further enhanced 
towards 55% levels for both the 
benchmarks globally.

Oil, one of the largest traded 
and consumed commodities 
across the length and breadth of 
the globe has been facing tough 
times lately amid demand-sup-
ply misbalance with the year 
2014 being the �irst in decades 
to witness a surplus situation. 
Alongside this, major supply side 
players namely the OPEC, Russia 
and the US continued their ex-
cess production, indirectly �ight-

ing for market share rather than 
balancing the global consump-
tion pattern further hurt the 
commodity sentimentally. For 
the commodity, the turning point 
in 2014 was the OPEC group 
meeting in November. A usual af-
fair for oil markets, however, the 
group’s decision to keep future 
production numbers unchanged 
near 30 MBPD (million barrels 

per day) for 2014 and next year 
was the nail in the cof�in. This 
hurt traders’ and investors’ sen-
timent in a scenario which was 
already depicting slowdown in 
demand from western nations 
and also pressed in by economic 
deterioration in major emerging 
market consumers like China.

OPEC’s decision to keep oil 
production quota unchanged was 
a fi rst clear indication that policy 
from the group and mainly Saudi 
Arabia, the world’s top producer is 
shifting from a “Swing Producer”. 
It was a step taken to weigh on the 
other major oil producing region in 
North America and especially the 
US. The US has seen its production 
more than double over the past cou-
ple of years and is largely respon-
sible for the excess situation in the 
commodity globally. US oil output 
increased from near 4 MBPD in 
2008 to the current production of 
over 9 MBPD with almost all ad-
ditional production coming out as 
a result of oil extraction and utili-

— Tapan Trivedi

Crude Oil Review
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Subdued demand with US Summer season
in the US turning out as a disappointment
and ease in geo-political issues in Middle-
East acted on prices.

Oil supplies increased globally
while weak economic cues from
China and EU weighed putting
pressure on the commodity.

Commodity extended drop in latter half with major heart-breaker
was the OPEC Meeting in Nove mber. Fall continued as US and
OPEC continueid to depict output increase .

Source: Bloomberg, KCTL Research 
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sation of fracking technology from shale formation in 
the US. Taking on the shale plays, OPEC’s decision of 
not cutting output is seen as a means to make high-cost 
shale oil extractions unviable and eventually aid stabil-
ity against the surplus situation for the commodity.

Looking at the demand-supply numbers global, the 
US EIA in its recent report projected global oil and 
other liquid consumption up by 2 MBPD in 2014 av-
eraging 92.2 MBPD. The agency is expecting decent 
growth continuing for the commodity with the global 
usage expected to enhance by 1.0 MBPD for both 2015 
and 2016. Internally, almost all of increase in oil pro-
duction during 2014 was fuelled by fi rm growth in sup-
ply from non-OPEC region. 

EIA estimates non-OPEC production up by 2.0 
MBPD in 2014 averaging 56.2 MBPD while that was 
the actual increase in output for world production as 
a whole with the US forming the major chunk. If we 
track the output increase in 2014 globally in compar-
ison with increase in the US production, the country 

accounts for nearly 2/3rd of total in-
crease in output on a YoY comparison. 

For 2015, near 0.8 MBPD worth of es-
timated increase in global supply is seen 
with almost all of it, once again dominat-
ed by the US. As per the latest reading, 
US supplies already stood around 9.17 
MBPD, its highest monthly production 
in around three decades whereas for the 
full year of 2015, crude oil production in 
the country is seen averaging 9.3 MBPD 
which should be its highest annual av-
erage in nearly four decades. Note that 
growth in supplies is expected to deceler-
ate ahead compared with 2014. 

Lower oil prices during the second half 
of 2014 and broadly subdued projections 
for 2015 are seen hurting fresh invest-
ment in production in the region. This 
on the other side is expected to act as a 
probable support to the commodity dur-
ing late 2015 and also in 2016. Remem-

ber that US oil output increased from near 4 MBPD in 
2008 to the current production of over 9 MBPD backed 
by shale. Technological innovations during the past 
years have opened new avenues for drilling ‘Tight Oil 
Plays’ in the onshore Bakken, Eagle Ford, and Permian 
regions. These are expected to have accounted for the 
bulk of forecast production growth over the last few 
years in the US. 

COVER STORY

World Balance Sheet
 2012 2013 2014 2015** 2016**

Supply (In MBPD)      

OECD 22.5 23.7 25.6 26.3 26.8 

U.S. (50 States) 11.1 12.3 14.0 14.8 15.4 

Non-OECD 67.2 66.5 66.6 66.7 66.7 

OPEC 37.0 36.0 36.0 36.1 36.1 

Total World Supply 89.8 90.2 92.2 93.0 93.5 

% Growth in Supply 2.1% 0.4% 2.2% 0.9% 0.6%

Consumption (In MBPD)

OECD 45.9 46.1 45.8 45.9 45.9 

U.S. (50 States) 18.5 19.0 19.1 19.3 19.4 

Non-OECD 43.2 44.4 45.6 46.5 47.6 

China 10.3 10.6 11.0 11.3 11.6 

Total World Consumption 89.1 90.5 91.4 92.4 93.4 

% Growth in Consumption 0.7% 1.5% 1.0% 1.1% 1.1%

Surplus/(Defi cit) 0.63 0.32 0.78 0.57 0.08
Source: US EIA, KCTL Research; Note: Data Averaged from Monthly numbers to Yearly (Including forecasts which 
are marked in **)
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Global oil growth and US as a contributor 
within that increase

Yearly US Production and Imports (Data in MBPD)

2006 2007 2008 2009 2010 2011 2012 2013 2014

Production 5.08 5.08 5.00 5.35 5.48 5.64 6.50 7.45 8.58

Import 10.00 10.02 9.78 9.01 9.21 8.93 8.53 7.73 7.35

Production/Import Ratio 0.51 0.51 0.51 0.59 0.60 0.63 0.76 0.96 1.17
Source: Bloomberg, KCTL Research

Source: US EIA, KCTL Research
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Estimates over shale break-even prices
 � Paris-based IEA in an earlier note said only 4% of 

US shale production needs $80 or more prices to be 
profi table. It added, production in the Bakken forma-
tion, one of the main drivers of shale oil output, re-
mains profi table at or below $40 a barrel. 

 � Director from Columbia University Center sepa-
rately said, oil prices would be needed to stay consis-
tently around $60 or $65 per barrel to really see a stress 
test for US energy players. 

 � Alongside this, offi cials from ConocoPhillips, one 
of the major is a major Shale operator in Q4, 2014 com-
mented oil prices would need to fall to $50 a barrel “if 
you wanted to completely halt production” in US shale 
basins. The company added; 80% of the American 
shale sector is profi table at prices between $40 and $80 
a barrel for benchmark WTI.

Looking at the broader oil markets perspective, 
increase in US production lead to lower imports 
which eventually enhanced strain on other major 
international producers, especially the OPEC group 
which historically has been treated as major torch-
bearer in terms of oil production globally. Uptill at-
least 2014, fall in imports from the US was some-
what getting compensated by slower output from 
OPEC themselves as geo-political tensions Libya, 
Nigeria and Algeria or trade sanctions against Iran 
amongst others were capping the cumulative out-
put from the group. Meanwhile, support marginally 
was coming from steady demand in emerging mar-
kets mainly Asian region providing a balance to the 
global oil markets. However, as demand from major 
economies in Asia receded and OPEC output gradu-
ally increased along with persistent increase from 
the US, the commodity got sloshed under supply 
pressure and lower demand. While both the OPEC 
and non-OPEC players (US/Russia) looked solid to 
safeguard their market share, we have seen fall in 
prices since the latter half of 2014.  

Investors should note that the major difference 
between production style of the shale backed and 
conventional oil wells is that conventional wells op-
erate for extremely long time-periods with oil or the 
extraction of the commodity reducing only slightly 
in the range of 2% to 5% per year, market estimates 
show. Hence, the oil wells production period longer 
to even decades which indirectly help producers 
smoothen the volatility in prices. Note that for some 
of the major producers in the Middle-East, cost of 
production stands as low as $20 per barrel with 

the upper ceiling near $40 if we take the all-in cash 
costs (extraction, maintenance and servicing) on 
an average, and thus they manage maintain higher 
production notwithstanding the current slump in 
prices. While majority of the losses those nations 
are making is on their �iscal budgets which many of 
them planned at higher levels when crude oil prices 
stood near $100 per barrel, as almost all of OPEC 
(ex. Venezuela, Iran and select others) players re-
main content to push supplies from US lower, they 
are ready to take the hit on their own �inances for 
the short-term. 

On the other hand, US output from shale forma-
tions backed by fracking technology has an extreme-
ly small extraction life. Usually, production in a shale 
well peaks in its �irst year of production depending 
on the well size wherein it may also see nearly half 
of its capacity getting shrunk during the �irst two-
three years of production. Thus, as initial cost of in-
vestment involved like technological costs, machin-
ery and extraction may be lower than conventional 
wells, overall output is also valid for just a couple 
of years. No doubt, producers need to consistently 
drill new wells so as to maintain overall output. On 
that thought, one should also note oil production in 
the US is backed by new technology wherein large 
number of private players entered oil markets dur-
ing the last decade. Last 10 year and 5 years average 
Weekly price for WTI oil at the NYMEX has been $81 
and  $91 per barrel respectively wherein most likely 
that major US oil producers who joined the Shale 
boom post 2007 might have had budgeted their rev-
enue/expenditure accounting for this WTI average 
before planning to build oil wells. With current pric-
es hovering way below that mark, smaller players 
are facing their worst nightmares; if lower oil prices 
stay for months/quarters, probably only the bigger 
�ishes would be able survive. 
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We checked the over rig counts in the US over the 
past few years. One can see how increasing num-
ber of players entered the US oil production space 
during past few years driving rig counts higher in 
different shale formations till recently when sliding 
prices has started pinching fresh investment. Baker 
Hughes Inc. on January 30 said US drillers took out 
94 oil rigs out of �ields on a week-on-week compari-
son, marking its biggest weekly drop in rigs count 
since 1987, when the agency started recording the 
rig market in the US for both oil and natural gas. As 
per the data, cumulative oil rig count dropped to 
a three-year low around 1200 and are 30% lower 
from the record-high reading seen in October 2014 
over 1600. Persistently lower oil price is indirectly 
pushing producers to hold fresh investment. 
Outlook 
As the commodity stays near $50 per barrel mark 
at NYMEX, shale players are likely to face tougher 
times in comparison with the OPEC members. While 
we are yet to see any major signs which could sug-
gest output cut is on its way, smaller steps are being 
considered like trimming down future investments 
and fall in rig-counts. These cues suggest probable 
moderation in oil output within the US over medi-
um-term; only time would tell whether these cuts 
are being made only to revive price or to re-build 
the market for the future. We believe, US shale play-
ers have enjoyed their journey driven by higher oil 
prices and easy availability of funds which helped 
them more-than-double output, while the OPEC’s 
strategy to hurt itself by lower prices is backed by 
the fact that pain should be shared equally by high 
cost shale players. We believe one cannot com-
pletely write-off shale players wherein if the latest 
beating makes them wiser so as to cut operational/

technological and running costs, we might see only 
a marginal drop in output within the US while global 
oil supplies continue to trend higher. 

As per estimates from OPEC members, global oil 
market is currently having surplus production of 
1.5-2 MBPD. Appending this reading with the sepa-
rate global production and demand forecasts from 
the EIA, global increase in crude output is seen 
around 0.8 MBPD under which share of production 
growth from the US is expected around 0.64 MBPD 
for 2015. Even if US output growth is reduced to half 
or in the extreme case, becomes zero, still the world 
would remain in surplus. There is one other major 
aspect which could make the market reach bal-
ance—growth in oil consumption globally, although 
that too is missing currently. Latest economic devel-
opments as we see from the Euro area, Japan and 
even counting China among the emerging markets, 
are not providing any major optimism wherein one 
can build-in strong estimates for increase in oil de-
mand. Though the US is somewhat better than the 
others, as an economy, it too is not completely insu-
lated in case an economic situation on other side of 
the Atlantic and Paci�ic deteriorates. 

For the commodity as a whole, we believe oil 
might continue to trade in a bigger $35 to $65 per 
barrel band for quite some time now. Markets are 
gradually looking to accept the “new normal” in 
oil prices globally. As supply broadly stays higher 
from the OPEC, the US and also other key players 
like Russia, any small cut or rather estimate cut in 
production may help the commodity rally towards 
the upper end of the band. The reason we don’t ex-
pect any major reversal in the commodity is, if oil 
moves closer towards the $60-65 mark, shale play-
ers which were getting hurt with oil near $45 would 
start getting their minimum pro�its back and thus 
may look to resume production. 

Separately, the big question is, whether or not 
OPEC group and mainly, Saudi Arabia would allow 
global supply balance to normalize at their own ex-
pense. Saudi Arabia has already paid much price to 
secure its future sales by indirectly taking on the 
shale players and it is highly unlike that they would 
remain tight-lipped if US shale players come back 
to market aided by price stabilisation. OPEC, on the 
other side, would be happy to keep oil persistently 
low in the near-future.
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Cheaper Import Crippling Indian Stainless Steel Industry
— N C Mathur, President,  ISSDA

The Indian stainless steel industry has been 
seeing a steady CAGR of 11.5% in the past ten 
years. Today, the stainless steel melt production 

has touched 3 million tonne, including both fl at and 
long products, making India the third largest producer 
of stainless steel in the world. Although, we are among 
the top producers, our per capita consumption is only 2 
kg against a world average of 6 kg. This provides for a 
lot of scope for increasing consumption domestically. 

We fi rmly believe that in the Architecture, Build-
ing & Construction (ABC) and Automobile, Railways 
& Transport (ART) sectors, we have largely initiated 
curiosity in stainless steel. Newer sectors like house-
hold plumbing in thin-walled stainless steel and in the 
water industry as a whole (potable water treatment, 
waste water treatment plants, large diameter pipes for 
carrying water), reinforcement bar for concrete, do-
mestic and auto-LPG cylinders, automobile exhausts 
for two and four wheelers, bus bodies etc., should be 
the areas where benefi ts of use of stainless steel will 
be seen in the times to come. 

The new initiative of the Government of India on 
building 100 smart cities, focus on improving sanita-
tion and waste management facilities encourages the 
stainless industry which is putting efforts to increase 
awareness on qualities of stainless steel as a sustain-
able material so that it gets recommended for use in 
various categories under these infrastructure building 
initiatives.

The ISSDA 2013 market survey report optimisti-
cally projected that the Indian stainless steel con-
sumption would grow at a healthy pace to around 
5.46mt by 2022. India, at present, is quite self suf-
fi cient in cold-rolled and hot-rolled stainless steel 
products, with large capacity addition by SAIL, 
Jindal Stainless, BRG Group and others. The over-
all cold-rolled capacity is around 1.525mt which is 
suffi cient to meet the projected demand until 2018. 
Similarly, in case of hot-rolled products, the coun-
try has a capacity of 3.55mt which is suffi cient to 
meet projected demand until 2020.  This growth in 
the market is likely to be serviced by the domestic 
industry which has made investments close to Rs 

30,000 crore by private sector as well as public sec-
tor companies in the past few years. 

At present, domestic stainless steel manufacturers 
have an installed capacity of 5mt a year, but are op-
erating at less than 50% capacity producing 2.6mt of 
mill products against domestic consumption of 2.4mt 
almost half of which is used in the making utensils 
and house-ware products. However, this industry is 
threatened by huge imports of stainless steel fl at prod-
ucts from various countries, especially China, Korea 
and Japan.

One of the main reasons for the import surge from 
China is the existence of huge capacities in the coun-
try which are far in excess to local demand. Imports 
of stainless steel from China are likely to go up to 2.5 
lakh tonne this fi scal from 1.13 lakh tonne in the last 
fi scal, putting Indian domestic stainless steel produc-
ers in a fi x. 

China also enjoys a comparative advantage in vari-
ous cost elements and it is imperative to create a level 
playing fi eld between domestic stainless steel manu-
facturers and the Chinese manufacturers in terms of 
the duty structure on the output.

PERSPECTIVE
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Some of the advantages enjoyed by Chinese stainless 
steel manufacturers are listed below:

 � Availability of large coking coal deposits in China 
has ensured that local coking coal prices are signifi -
cantly lower compared with other countries. This, in 
turn results in lower ferro chrome costs for Chinese 
manufacturers. Opposed to this, India is completely 
dependent on imports for meeting its coking coal re-
quirements.    

 � Borrowing cost in China at around 4-5% is far 
lower compared with India where it is in the region 
of 12-13%.

 � The Chinese currency is on a highly managed fl oat 
against the US dollar and other international curren-
cies

 � Power cost in China is at least 30% lower com-
pared with India.  

 � Most of the ferro-chrome furnaces in China are of 
small capacity, which makes them extremely pollut-
ing.  However, in India, a socially responsible corpo-
rate sector incurs a huge cost towards the compliance 
of various pollution control norms

Free trade agreements with Japan and Korea have 
also accorded one-sided benefi ts to these two Asian 
peers enjoying zero import duty. It is estimated that 

out of the total of 4 lakh tonne expected imports in 
the current fi scal, Japan is likely to contribute 60,000 
tonne and Korea 40,000 tonne whereas Indian ex-
port to these countries are almost nil. This includes 
250,000 tonne from China which is expected to dou-
ble calculated from the previous year. This altogether 
meets 40% of total fl at products demand of stainless 
steel in the country and is resulting in huge losses for 
both private and public sector companies. The situa-
tion is alarming and results in NPA for huge invest-
ments made in the past few years.

Also under present Free Trade Area policy for 
ASEAN countries, reports have started coming that a 
sharp increase in stainless steel imports have been tak-
ing place from some ASEAN countries like Vietnam, 
Thailand, Malaysia and Indonesia that enjoy nil im-
port duty under the trade agreement, whereas Indian 
producers have to pay 2.5% duty even on basic raw 
material such as nickel and scrap which Indian mills 
have to be procure from outside.

At a time when the Indian Government is emphasis-
ing on the need to ‘Make in India’, it is important that 
for the well-being and survival of the stainless steel 
industry in India, the government also look into these 
issues and take corrective measures to overcome it.

Please read the Disclaimer carefully on page 4
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Post negative returns for the last two years, the 
bullion complex witnessed a decent start to 
2015 with both gold and silver marking strong 

performance at Comex and MCX markets as per 
monthly closing data. Silver being highly mercurial in 
nature backed by its higher beat jumped around 10% at 
Comex to $18.50 while gold stepped up nearly 8.5% to 
$1284 per ounce as of January end. Gains in the local 
markets though were somewhat lower than international 
markets as Rupee appreciation against the US Dollar 
and speculation rising locally that the Government of 
India may cut import duty during the forthcoming fi scal 
Budget kept local gains capped. At MCX, silver had 
gains of only 6% compared with its move at the Comex 
platform. This is probably tracking the adjustment over 
Rupee appreciation by 1.85% at the spot markets and 
near 2% cut anticipated in import taxes from the current 
10% levels in both gold and silver. 

Huge gains in silver during the past month were trig-
gered by major shift in monetary policy stance in some 
countries in the Euro region, mainly Switzerland and 
also another round of monetary easing as planned by 

ECB during January. Investors should note that the 
whitish metal was largely trading in a range over the 
fi rst two weeks of 2015 before jumping post the Swiss 
central bank update. Swiss bank decoupled its currency 
to the Euro indirectly projecting a case that the coun-
try doesn’t want the negative repercussions of falter-
ing Euro area economy and ongoing debt issues to dent 
its own growth and fi scal balance. The move drove a 
strong rally in Bullion as investors took the develop-
ments as a sign of economic and currency uncertainty, 
thus their safe-haven theme coming into picture. Later 
the buying momentum was conjugated with ECB mon-
etary policy announcement wherein the bank said its 
is planning to make 1.1 trillion Euro ($1.3 trillion) of 
additional asset purchases over the next two years to 
fi ght against defl ationary trends in the economy while 
indirectly supporting the bullion. However, the other 
conventional relationship seen over USD to silver or 
USD to gold didn’t worked quite well as Bullion com-
modities gained out of their safe-haven bias whereas 
USD gained following the weakness in Euro currency 
post developments in Greece and Switzerland. 

Silver: Tailing The Macro-economy
— Tapan Trivedi 
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If we look at internal demand-related cues for the 
commodity, updates over physical demand from 
Bloomberg Intelligence shows sale of American Eagle 
silver coin more than doubled to 5.53 million ounces in 
January from December. They are up 16% from a year 
earlier, when sales fell to the lowest for January since 
2010. However, from a seasonal perspective, sales of 
silver coins usually rise at the start of a year after a 
quiet fourth quarter, particularly in December as Mint 
stops releasing new coins as it readies for fresh sup-
plies in the New Year. Note, sale of silver coins have 
broadly remained higher during the past two years as 
persistently lower prices drove retail investors to invest 
in the commodity over the long-term. However, inves-
tors note that for gold and silver, the prices refl ect the 
effect of macroeconomic cues like economic develop-
ments, monetary policy, currency and equities amongst 
others rather than their own demand supply numbers. 
That is one of the major rationale behind silver los-
ing 35% and 14% respectively in 2013 and 2014, de-
spite the metal remaining in deep defi cit as per actual
consumption data. 

We had a critical FOMC meeting on Jan 28 where 
the Fed kept its promise to be patient with raising inter-
est rates, though it cemented the view that it sees more 
optimism as far as the overall economic structuring 
is concerned. Additionally, the Fed for the fi rst time 
shifted its view that falling infl ation gauge globally 
should not be considered and would not act as a major 
reason for it to derive its policy stance. Separately, US 
Q4 GDP number was released wherein headline read-
ing stood near 2.6%; lower than expectations though 
the data showed strong increase in consumer spend-
ing. Spending from US consumers rose by its highest 
rate since 2006 indirectly boosting optimism about the 
health of the US economy. Lower energy prices during 
the past few months and a fi rm jobs market is back-
ing the surge in consumer spending which stepped up 
4.3%, in Q4 while indirectly makes a negative case for 
the Bullion which is seen as an alternative investment 
against economic and political uncertainty. 

Cumulatively, as broader performance of the US 
economy continues to ameliorate even as political con-
cerns in the Euro region amid new government forma-
tion in Greece too is seen stabilising lately, we believe 
any major demand for the precious metals complex 
as part of safe-haven buying would face tough resis-

tance in near-term. Also, as economic cues from major 
manufacturing regions of China and EU remain sub-
dued, silver which is seen getting mixed consumption-
related cues from industrial and precious metals sector 
is likely to come under pressure in the short-term. We 
hold a selling view in silver on higher levels in the 
coming month. 

Backed by our technical study, Silver futures which 
saw good increase in during the month of January has 
been into a bearish phase of late. The commodity start-
ed falling after retesting the triangle break out point at 
$18.60-18.50. As on February 4, 2015, prices are hov-
ering around $17.42 per ounce levels, below the impor-
tant monthly short-term 8 periods moving average. The 
monthly RSI-14 had recovered from the oversold zone 
and is currently treading 0.400 which shows further 
potential for the commodity to move lower towards 
the 0.300 mark. Overall, we believe, long-term bear-
ish trend in the commodity is in progress and based on 
these technical cues, we are anticipating silver futures 
to move lower up to $16.80 then $16.00 levels in the 
near-term. Immediate resistance is seen around $17.70-
17.80 levels which could be treated as the major zone 
and can be kept as stop-loss for the commodity for 
short position holders. 
Note: Daily close above $18.60 may interrupt the above view.
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— Hema Yadav*, Sayed Kokab Habeeb, Manjushree Deshpande

The global production output of mustard seed 
is estimated at over 70 million metric tonnes. 
Rapeseed and mustard seed production in India 

during the last fi scal was around 8 million metric tonnes. 
Globally, for mustard, India has largest area under 
cultivation, but ranks 4th in production, contributing 
only 11% to the global output which is far behind EU-
27, China and Canada.

Mustard is cultivated as a winter Rabi crop in India, 
mainly in the northern states. In 2014, India produced 
8.028 million tonnes of rapeseed, and mustard was cul-
tivated on an area of 6.362 million hectares. Rajasthan 
is a major rapeseed and mustard producing state, con-
tributing up to 47% of domestic production, followed 
by Madhya Pradesh (11.44%), Haryana (12%) and Ut-
tar Pradesh (10.41%).

Mustard is a Rabi crop sown in October and harvest-
ed in late January. It’s a sturdy crop which feeds off 
rain-fed moisture content in the soil. However the yield 
in irrigated lands is better. This is one of the main rea-
sons for its acceptance in Rajasthan. As it is grown in 
winter as Rabi crop, it faces a problem of frost. Diseas-
es, namely Alternaria Blight, White Rust and Aphids, 
pose a serious problem to the crop. At the time of ma-
turity, when the crop is tall, it also suffers a problem 
of lodging. The area under cultivation for rapeseed and 
mustard has shown great variation in the last fi ve years. 
Oil extracted from mustard and rapeseed in consumed 
domestically in the states of Rajasthan, Utter Pradesh, 
Madhya Pradesh, and West Bengal.

Issues in Mustard Oil processing
There are 7000-9000 oil extracting units out of which 
only 20% are registered in the organised sector. The 
industry has an installed capacity to process 23 lakh 
tonnes per annum. Mustard oil consumption is increas-
ing at a rate of 20% per annum. The demand for mus-
tard oil comes from rural areas and is consistent owing 
to its multiple uses.

The rapeseed-mustard varieties/hybrids contain 40-
45% oil, but the recovery up to 35% only is realised by 

the mechanical crushing processor (oil expeller), which 
is the largest segment of edible oil processing industries. 
Under this process of oil extraction, substantial amount 
of oil (5-10%) is left in the rapeseed-mustard seed meal. 
If 3-4% of this left over oil could be extracted by mod-
ernising the mechanical crushing units, then at least 
2.0-2.5 lakh tonnes additional edible oil could be made 
available (Directorate of Rapeseed and Mustard).

The industry requires modern technology and also 
appropriate technology to reduce the content of erucic 
acid and pungency to make the oil more acceptable 
among consumers and tap export potential. 

Issues in Marketing of Mustard Oil
There is a strong need to focus on marketing of Mustard 
Oils. Marketing helps to segment and position the prod-
uct as per the need and demand. Marketing also creates 
a channel for the products to reach the consumers.

Mustard oil has an extensive demand in Northern and 
North Eastern States. Mustard oil completely meets the 
domestic demand successfully without any imports. Raj-
asthan is the largest producer of mustard. It has more than 
20 markets for mustard; the major ones are Shriganan-
agar, Alwar, Jaipur, Kota, Udaipur and Hanumangarh.

The major issue in marketing of Mustard oil is that a 
large portion of the oil is sold in loose form, vulnerable 
to adulteration by blending it with lower value oil such 
a palm oil. The mustard seeds are sometimes adulterated 

Mustard Oil Needs Branding And Repositioning

BY INVITE

* She is Deputy Director, National Institute of Agricultural Marketing (NIAM), Jaipur
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by weed seed Argimon Maxicana which resembles mus-
tard seed. Other edible oils like soybean oil and ground-
nut oil are positioned and marketed effectively. There-
fore consumers develop a preference for these oils.

The stickiness and low transparency of the oil reduc-
es the acceptability of mustard oil among consumers. 
The unattractive packaging and poor branding by com-
panies has also been an obstacle in realising the real 
value of the product. The unique pungency of the oil is 
a strength for domestic market but a barrier to exports. 
Different grades of oils with variation of pungency and 
viscosity for different markets is required. 

The National Institute of Agricultural Marketing 
(NIAM) recommends a marketing strategy for mustard 
oils on the basis of a SWOT analysis conducted at the 
workshop. The strategies are:

Product diversifi cation
Mustard oil is viscous, dark and highly pungent. Dou-
ble refi nement technique reduces its viscosity, makes 
it translucent and reduces its pungency. Therefore, it 
can be made available in two or more variants with dif-
ferent characteristics of colour, consistency and pun-

gency. Further making it available in attractive bottles, 
tetra-packs and cans of different sizes will fetch differ-
ent needs of the people. This will draw interests of the 
consumers towards the product.

Branding and positioning
Mustard oil is usually sold in unattractive plastic bot-
tles with red label and cap, in canisters and tin cans 
and even in loose to customers. An attractive packaging 
and advertisement will make the oil acceptable among 
consumers. This branding can be developed by hav-
ing some popular brand ambassadors for promotion of 
organised brands. Mustard oil is positioned as a poor 
man’s oil. A repositioning of oil highlighting its health 
benefi ts and taste will make the consumer preferthe oil.

Campaigning
Milk and egg promotion campaigns by the government 
have been successful in making these products more 
popular and acceptable among consumers. A campaign 
on the similar lines is needed for mustard oil to make 
people aware of the benefi ts and making it more accept-
able among the consumers.

Please read the Disclaimer carefully on page 4

BY INVITE
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— KCTL Research

Jeera (Cumin seed) has surged over 60% from Rs 
10000+ per quintal to Rs 16,000+ in a span of 
fi ve months from September 2014. In seasonality 

terms, we may say the price of the commodity started 
to move higher just before the sowing activity for 2014-
2015 began. Its spree has continued till-date. Much of 
the price movement could hence be attributed to a few 
predictable factors such as lower acreage, estimated 
lesser production and higher export demand. We believe 
although the commodity has moved up sharply in the 
recent past, looking at its demand- supply scenario, the 

Jeera: Harvesting Season 
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commodity may have added potential to trade even 
higher in the short term. 

Looking at the historical time series analysis, as 
Seasonality Index, the trend is for Jeera price in India 
to move higher from September and remain so until 
new crop is harvested in February-March. The same 
had played out in 2014; however, the gains were exag-
gerated after the fi rst estimation was made on Jeera 
sowing stating the crop size would be much lower 
from the previous year. The anticipated crop size 
was lowered this year as the post-monsoon effect in 
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North India was unimpressive, so acreage was lowered. 
Meanwhile, farmers in the North zone shifted to other 
crops. Note the substantially higher acreage of Cori-
ander (Dhaniya) in the same region as depicted in the 
chart on the right.

Balance Sheet Analysis 
Acreage for Jeera in 2014-2015 in India has declined 
sharply. As per the latest data by the Government and 
from secondary sources—farmers, growers—and our 
in-house estimation, we see a drop in acreage over 35% 
from 8, 66,000 hectares to 5,62,0900 hectares. None-
theless, we believe these numbers are tentative in na-
ture, so we accept a 5-10% error in the data from the 
likely fi nal number. To bring in a little more precision 
on these numbers, we note that sowing acreage has 
dropped signifi cantly in Gujarat and Rajasthan, which 
generally contribute 60-65% and 30-35%, respectively, 
of India’s production. As of mid-January 2015, estimat-
ed crop production is around 3,85,000 tonnes, down 
nearly 15% from previous year’s production. We still 
grant a 5% deviation in the crop production number as 
the actual fi gures would be revealed by end of April. 
These numbers which are signifi cantly lower than the 
previous years’ cast a dark shadow and we believe, their 
impact on prices will certainly be visible in the short 
term or at least until the harvesting of the crop is in 
full swing, i.e., between February and April 2015.  The 
commodity which has surged over 60% in the past fi ve 
months hence has some more potential to trade higher. 
We also believe that this year, Jeera might hit the 2011 
price high of Rs 17520 (generic futures contract). In 
fact, if the crop numbers come up further subdued, then 
it could even move higher to Rs 18500-19000 per quin-
tal, and thereafter, possibly it may reverse down to an 
average price as supplies may rule the market—new 
crop production and carry forward stocks. 

The table above depicts a few fi ndings which sug-
gest the commodity may remain bullish in the short-to-
medium term while in the later part of the year, it may 
reverse to an average price based on the overall carry 
forward stocks which are higher in the past few years. 

The domestic consumption-to-production ratio is 
around 40% which has been maintained over the past 
few years

 � Export percentage to total crop production holds 
above 25% to 30% 

 � The carry forward stocks percentage vis-a-vis pro-
duction has been quite erratic while it is substantially 
higher in 2013-2014 by 70% whose impact would be 
felt for a few years unless domestic and global demand 
rises or production falls further below 3,00,000 tonnes. 

 � Domestic consumption has always been higher than 
exports, except in 2008-2009

 � The CAGR of production over the past six years 
is 20.04%, while including 2014-2015 expectation, the 
CAGR drops to 14%. Nonetheless, prices have moved 
up in the same period and we believe the reason may 
be export prices being quoted at premium over the do-
mestic price while general price action is higher as the 
overall spices scenario was not that impressive from 
the production front in the mentioned period. 

Years  Total Supply Total Demand Stocks

CF stocks Production Exports Consumption Ending Stocks

2008-09 82350 152000 58800 13500 40550

2009-10 40550 176500 47000 138000 32050

2010-11 32050 190000 35000 152000 35050

2011-12 35050 218000 41550 168000 43500

2012-13 43500 394000 85602 173000 178898

2013-14 178898 456000 121500 185500 327898

2014-15* 327898 385000 121000** 165000** 426898**

Note: ** Estimated Numbers ; Source: KCTL Research; Traders Resources  
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 � The CAGR for consumption is much lower than 
production and holds at 6-7% in the same period

Outlook
Looking at the above scenario, we believe Jeera may 
remain bullish in the medium term. Low production re-
ports amid pickup in export demand are likely to lend 
strong support to the prices in the medium-to-long term 
though short-term trend remains volatile. Latest report 
from the Spice Board of India indicates pickup in ex-
ports during April-September 2014 at 87,500 tonnes 
(up from 70,243 tonnes in the year-ago period)—a rise 
of 25% in quantity and 2% in value. The targeted ex-
port for 2014-15 is 1,00,000 tonnes. However, as per 
our primary survey, the export numbers may surpass 
the target and touch 1,21,000 tonnes. If such scenarios 
develop in the market, then possibly, the higher ex-
ports-trend may provide additional support to the 

Jeera price trend. Also, with Indian produce being 
of superior quality, it fetches a premium against the 
international market producing countries. However, 
any kind of adverse reports from international produc-
ers would be benefi cial for the Indian markets in the 
long term. Syria and Turkey are the second and third 
largest producers of Jeera in the global market, con-
tributing over 15% of the world supply. We believe this 
year the supply from these two countries may be lower 
as geopolitical uncertainly may have reduced produc-
tion prospects. The sowing of Jeera crop in these two 
countries would be January to March, so any dip in the 
number may attract higher exports from India. Also, the 
inherent seasonality pattern may support global con-
sumers looking towards India as an export destination. 
Later, as discussed above, Jeera might trade down after 
making a high of Rs 18500-19000/quintal. Thereafter, 

we develop a selling strategy with a possible expecta-
tion that the Jeera might decline to Rs. 13500-14000/
quintal.

Jeera Spread Analysis
As of 22nd January, we have the four futures contract 
available in the exchange platform and all of them are 
trading in Contango. We believe as the harvesting pe-
riod will progress the immediate contracts would be 
pressurised down more in comparison to far month 
contracts. By which we see the time spread between 
two immediate contracts which is at present hovering 
around Rs. 250 might advance to Rs. 500 levels. There-
fore, one may suggest to taking long in far month and 
selling the near simultaneously as a spread strategy.

Technical Analysis 
Since last fi ve months Jeera futures have been moving 
upside from a low of Rs 9800/ quintal (March, 2014), 
as on 21st January, 2015 it is hovering around 16200-
16300 levels. Based on the below discussed technical 
study, we are anticipating the bullish leg to end around 
at 18000 (life time high) and thereafter to correct up to 
14500-14300 levels. 

FED-wise stock position of commodities at NCDEX approved warehouses as on Jan 19, 2015

Jeeranew Jodhpur 5th Feb 2015 6 MT

Jeeranew Jodhpur 5th Mar 2015 197 MT

Jeeranew Jodhpur 5th Apr 2015 591 MT

Jeeranew Jodhpur 5th May 2015 1204 MT

Jeeranew Unjha 5th Feb 2015 219 MT

Jeeranew Unjha 5th Mar 2015 285 MT

Jeeranew Unjha 5th Apr 2015 995 MT

Jeeranew Unjha 5th May 2015 2417 MT

Jeera Total 5914 MT

Source: NCDEX; The table gives a clue to understand the stock position of Jeera in the exchange warehouse.

SPECIAL FEATURE



February 2015 Karvy Comtrade’s Invest & Harvest 25

Prices are trading above the monthly and weekly 8, 13 and 21 expo-
nential moving average support levels, averages bullish crossover 13/8 
had occurred, usually which is considered as a bullish indication. On 
the other hand, prices have deviated highly from the averages, it had de-
viated nearly 25% from the MEMA and nearly 13% from the WEMA. 
So it may not support further huge gains and may pressurize prices to 
correct up the support levels (Mean reversal). 

In addition to this the monthly and weekly RSI-14 had approached the 
overbought zone, weekly RSI-14 period is treading at 0.88 and monthly 
is treading at 0.82. The long term rising trend line resistance levels is 
also matching with the above discussed 18000 mark. While combining 
above technical factors, we are anticipating Jeera futures not to move 

Please read the Disclaimer carefully on page 4

above the 18000 mark, to correct up the 
weekly 8EMA support level of 14500 
and then up to 13600 levels which is 
the Fibonacci 61.8% retracement sup-
port levels of the range 9800-17280. 
The major resistance is seen around 
19800-20000 levels.

Strategy: Those who are already 
holding long positions are recom-
mend to hold the position with revised 
stop loss below 14800, to book profi ts 
around 17800-18000 levels. 

Medium term Strategy (4-5 Months): 
We recommend building short posi-
tions around 17800-18000 levels tar-
geting 14500 with stop loss above 
20000. 

Note: The above stated strategy may 
be implied to March and April contract. 
However, anyone willing to take short 
positions in June contract may add 
respective premium amount and take 
positions accordingly. We also believe 
that the above stated upside targets 
may be achieved in a very short term 
possibly before the February contract 
expiry or mid March.
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— Sarika R. Agarwal and Ramesh Chenchala

COMMODITY OF THE MONTH

Year 2014 proved to be a makeover year for 
Nickel. From being a consistent poor performer 
among the base metals complex over the past 

couple of years, the commodity went in for a complete 
picture reversal to become an interesting metal in 2014. 
However, large Indonesian nickel ore inventories with 
China, ramped up productions from Philippine and 
overall subdued world economic growth, especially 
during 2H14 took the sheen off nickel prices. 

Starting afresh in 2015, the metal faced many ups and 
downs in the fi rst month swinging alongside market sen-
timents. On the whole, nickel managed to remain afl oat 
and gained around 3.3% during the month. Fundamen-
tally, the inherent factors seem to support an uptrend for 
the metal. Inventories continued to rise by 2.43% and are 
currently at record highs at LME, but the cancelled war-
rants jumped drastically by 24960 MT or 28.90%. Simi-
larly, LME Cash to 3M forward contango declined from 
$74 to $51, indicating a spur in demand for the metal. 

The China Factor
According to a report by General Administration of 
Customs, China’s imports of nickel ores and concen-
trates fell 61.7% YoY and 13.3% MoM to 2.48 million 
MT in Dec, 2014. Due to the Quingdao scam, China for 

the fi rst time became a net exporter of Nickel, the result 
of which can be seen in the dwindling stocks of the 
metal at SHFE to 12.45 million MT as of Jan 23, 2015. 
It should be noted that on one hand, imports for the 
ores has fallen, on the other, import of ferronickel in-
creased by around 45.2% YoY to 282,936 MT in 2014. 
The decline in the quality of the ores imported from 
Philippine and quantity as well has forced the reduction 
of NPI which has been a cheaper substitute of refi ned 
Nickel. Thereby, users have switched their attention 
to ferronickel to substitute NPI which is expensive in 
comparison. Additionally, premiums for bonded nickel 
in China have surged in Jan 2015 from $25 to $105. It 
should be noted that the rise in the premiums is gener-
ally seen as an early warning signal of a shortage in raw 
feed for China’s vast stainless steel industry.

The Philippines Story
Indonesia has been the largest producer of Nickel in the 
world with a share of around 38.2% in the world’s total 
mine production in 2013. The story took a turn in 2014 
when Indonesian government imposed a ban on export 
of raw ores and minerals, creating a huge void in the 
supply side, in hopes of economic development of the 
country. To trap the opportunity, the Philippines which 

Nickel: Riding On The Demand Wave
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Recommendation

Nickel March MCX
Buy at 905-900
TP 1000/1070

SL 840

COMMODITY OF THE MONTH
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has been the second-best after Indonesia in 
terms of quality of the ores and also the quan-
tity, revamped capacity and has risen to be the 
largest exporter of raw Nickel across the globe. 
It should be noted that imports by China from 
the Philippines rose by 73.3% YoY to 2.41 mil-
lion MT in December 2014. However, the in-
crease was outpaced by the 100% drop in the 
imports from Indonesia and therefore, despite 
the rising production levels could not beat the 
void created by Indonesia and the metal con-
tinued to rise.

All had been running well on the supply side 
for the metal until the monsoon season began 
in the Philippines. Production capacity of the 
Nickel plants decreases with the onset on mon-
soons in Philippines and this is where the trou-
ble starts. Up till now, monsoons in Philippines 
never affected the metal at a large scale, how-
ever, now with the Indonesian ban still intact 
and the Philippines being the largest supplier 
of the metal, monsoons are likely to dampen 
the supply side for the metal until March end. 
The decline in the production ability might 
bring about tightness in the supply side and 
therefore the prices for the refi ned metal may 
rally in the near term.

Outlook
Looking at all the factors and understanding the 
impact of the seasonality in the metal, we believe 
that tightness in the supply side along with a rise 
in the demand for ferronickel in the near term is 
likely to push the prices of the metal upwards. 
The reduction in the production of NPI, which 
had been one of the key causes that ruined the 
appeal of the refi ned metal, could further help 
boost demand for the metal. A close watch on 

Nickel 3M LME
Buy at 14600-14500

TP 16500/17000
SL 13800

the macro-side should also be 
maintained as the pessimism 
in the market sentiment due 
to the deteriorating global 
economic status is likely to 
cap the gains in nickel in the 
short run. 

Technical Analysis
Nickel LME 3M forwards 
has been moving higher after 
taking support from long-
term rising trend line around 
$13500 in January, 2015. As 
on January 3, 2015, it is hov-
ering around $15300 levels. 
Based on the below men-
tioned technical cues, we 
are anticipating nickel for-
wards to move higher up to 
$16300-17100 levels  in the 
next one to two months time 
frame.

 � Prices are witnessing a 
formation of DOJI Candle 

stick pattern in the monthly 
price chart 

 � Prices are witnessing 
long-term rising trend line 
support levels around $13200 
levels which is down by con-
necting lows of $4430-9000.

 � The monthly RSI-14 is 
trading at 0.300 near the 
oversold territory and the 
weekly RSI-14 is witnessing 
formation of positive diver-
gence.

 � In the mentioned price 
chart, bullish fl ag pattern is 
in progress but only a break 
above the $17300 mark will 
confi rms the pattern. 

 � In the monthly price 
chart, prices are trading near 
the 8 EMA support levels, 
however, it had breached 
the weekly short-term 8 and 
exponential moving average 
resistance levels.
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Domestic Commodities Monthly Supports And Resistance
Commodity Contract S3 S2 S1 Close R1 R2 R3 Direction Recommendation/Range

BULLION 

Gold MCX Apr-15 26035 26398 27047 27772 28355 28886 29320 Down Sell at 27700-27750 TP 27200/26400 SL 
28400

Gold Hedge Mar-14 24100 24460 24800 25608 25900 26330 26750 Down Sell at 26150-26200 TP 24800/24460 
SL 27330

Silver MCX Mar-15 33600 34702 36315 38105 39912 41540 42632 Down Sell at 39850-39900 TP 37000/35800 SL 
40650

METALS

Copper MCX Apr-15 292.3 310.6 328.1 347.1 378.2 405.9 418.2 Down Sell at 375-378 TP 335/330 SL 392

Lead MCX Mar-15 109 111 113 117 119 122 124 Down Sell at 118-118.50 TP 111 SL 123

Zinc MCX Mar-15 120 123 128 133 138 143 146 Down Sell at 136.50-137 TP 126/123 SL 141

Nickel MCX Mar-15 861 879 912 950 979 1005 1028 Up Buy at 905-900 TP 1000/1070 SL 840

Aluminium MCX Mar-15 111 112 114 116 118 119 121 Up Buy at 112.50-112 TP 119/121 SL 108

ENERGY

Crude Oil MCX Mar-15 2318 2517 2713 2927 3264 3563 3700 Sideways Buy at 3130-3110 TP 3680/4200 SL 2800

Natural Gas MCX Mar-15 142 151 160 170 187 202 208 Down Sell at 186-187 TP 160/150 SL 208

EDIBLE OILS

Soybean NCDEX Apr-15 3160 3234 3329 3434 3556 3665 3730 Down Sell at 3535-3540 TP 3250 SL 3670

Soy Oil NCDEX Apr-15 526 545 563 583 616 645 658 Down Sell at 608-610 TP 560 SL 630

RM Seed NCDEX Apr-15 3073 3162 3250 3345 3497 3631 3692 Down Sell at 3420-3430 TP 3120 SL 3510

CPO MCX Mar-15 384 401 418 436 465 490 502 Down Sell at 435-436 TP 418/410 SL 465

Castor seed NCDEX Mar-15 3669 3833 4011 4205 4482 4728 4851 Down Sell at 4280-4300 TP 3850 SL 4470

SPICES

Dhaniya NCDEX Apr-15 6533 6834 7307 7833 8323 8765 9084 Down Sell at 8100-8140 TP 7310 SL 8650

Turmeric NCDEX Apr-15 6435 6960 7472 8028 8919 9711 10068 Down Sell at 8400-8420 TP 7400/7000 SL 9000

Jeera NCDEX Mar-15 12584 13380 14027 14720 16087 17295 17755 Down Sell at 15500-15600 TP 14000/13400 SL 
16350

Cardamom MCX Mar-15 993 1028 1076 1129 1187 1239 1271 Up Buy at 1090-1080 TP 1180/1230 SL 1000

OTHERS

Chana NCDEX Apr-15 3287 3355 3453 3562 3674 3775 3842 Up Buy at 3470-3450 TP 3700/3840 SL 3330

Mentha Oil MCX Feb-15 680 700 720 743 780 815 835 Up Buy at 760-750 TP 815/830 SL 700

Wheat NCDEX Feb-15 1559 1582 1609 1640 1677 1710 1729 Sideways Trading range 1580-1680

Sugar NCDEX Mar-15 2637 2660 2690 2723 2761 2794 2815 Sideways Trading range 2650-2780

COMMODITY OF THE MONTH
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International Commodities Monthly Supports And Resistance
Commodity Contract S3 S2 S1 Close R1 R2 R3 Direction Recommendation/Range

BULLION 

Gold Comex Apr-15 1136 1162 1217 1279 1321 1359 1396 Down Sell at 1285-1290 TP  1200 SL 1350

Silver Comex Mar-14 14.37 15.02 16.05 17.21 18.26 19.21 19.91 Down Sell at 17.90-18.00 TP 16.10 SL 19.00

METALS

Copper Comex Mar-15 2.149 2.261 2.373 2.495 2.684 2.852 2.930 Down Sell at 2.68-2.70 TP 2.380/2.265
SL 2.860

Copper LME 3M Fwd 4711 4969 5221 5494 5931 6319 6495 Down Sell at 5950-5980 TP 5350/5300
SL 6080

Lead LME 3M Fwd 1687 1723 1787 1859 1916 1968 2011 Down Sell at 1926-1930 TP 1800/1725
SL 2000

Zinc LME 3M Fwd 1924 1970 2041 2120 2194 2261 2309 Down Sell at 2190-2195 TP 2045/2000
SL 2270

Nickel LME 3M Fwd 13448 13792 14442 15170 15718 16218 16652 Up Buy at 14600-14500 TP 16500/17000 
SL 13800

Aluminum LME 3M Fwd 1727 1752 1803 1860 1898 1934 1968 Up Buy at 1870-1860 TP  1960/2020
SL 1770

ENERGY

Crude Nymex Mar-15 37.64 40.48 44.17 48.24 52.96 57.19 59.71 Sideways Buy at 49-48 TP 57/62 SL 43.00

Natural Gas Nymex Mar-15 2.171 2.354 2.516 2.691 3.004 3.282 3.396 Down Sell at 2.920-2.930 TP 2.630 SL 3.080

EDIBLE OILS

Soybean CBOT Mar-15 878 908 933 961 1012 1058 1076 Sideways Sell at 1000-1002 TP 995 SL 1040

Soy Oil CBOT Mar-15 26.22 27.48 28.69 30.00 32.14 34.04 34.88 Sideways Sell at 31.50-31.60 TP 29.30 SL 32.20

CPO BMD Mar-15 2039 2080 2167 2266 2330 2389 2448 Sideways Sell at 2230-2235 TP 2080/2040 SL 
2350

Others

Corn CBOT Mar-15 335 352 358 370 391 409 416 Down Sell at 392-392.25 TP 360/353 SL 410

Wheat  Mar-15 420 460 475 503 554 599 617 Down Sell at 540-542 TP 475/460 SL 570

Cotton Ice Mar-15 55.41 56.74 57.76 59.36 60.85 62.21 63.18 Down Trading range 62.30-59.30

Sugar Mar-15 15.00 15.15 15.30 15.49 15.80 16.05 16.30 Down Trading range 16.10-15.45

Please read the Disclaimer carefully on page 4
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— Priya & Smita, Managers at Karvy

CLASSROOM

Gold has maintained its dominance as a precious 
metal over time. It not only symbolises wealth, 
prosperity but also power. In ancient times, 

it was the basis of the economy and trade of many 
countries. Till date, gold has not lost its lustre and people 
still invest in it. In fact, it mostly tops the preference for 
investment, being a safe haven and providing stability 
in turbulent times. Today, there are many ways in which 
you can invest in gold – gold ETFs, gold mutual funds, 
physical gold and gold futures.

Exchange Traded Fund commonly known as ETF is 
a type of fund which gets traded on the stock exchange. 
ETF can track stocks, commodities or bonds. A gold 
ETF will have the metal as an underlying asset. In In-
dia, they are listed on NSE and BSE. Gold ETF are 
unit’s representation of physical gold in dematerialised 
form (demat). These units are traded in exchanges like 
stocks. Thus, gold ETF allows trade in gold through the 
exchange without taking any physical delivery. 

The idea of gold ETF in India was fi rst offi cially in-
troduced by Benchmark Asset Management Company 
Private Ltd in the year 2002.The fi rst gold ETF was 
Gold Bullion Securities launched on the Australian 
Stock Exchange in 2003. 

Due to its unique structure, every type of investor can 
participate in gold ETF and one can also take physical 
delivery based on some conditions.

Gold Futures
Futures (commodities) are contractual agreements 
to buy/sell specifi c quantity of a commodity at a pre-
determined price at a future date on an exchange plat-
form. They are standardised and cover full detail re-
garding the quality and quantity of the commodity. In 
commodities futures, unlike Index futures and stock 
futures, the underlying asset is a commodity. 

Commodities futures provide an option to go for 
physical delivery otherwise you can invest in the market 
and on the basis of the movement of prices, you can get 
considerable ROI on your investment, and you can exit 
from the market. In futures, there are many options avail-
able for investors to participate in the market like gold 
– whose delivery unit is 1kg, Gold mini has delivery unit 
100gm, while in gold petal, trading unit is 1gm and that 
of gold guinea is 8gm and its multiples. Such a wide va-
riety of gold futures available to trade provides a vast op-
portunity to attract people of different economic strata, 
so that they can invest in gold and reap the benefi ts.

Why Gold Futures Beat Gold ETF

Gold ETF - Advantages and Disadvantage

Advantage Disadvantage

 � Price of gold ETF is very transparent and same throughout the country
 � In ETF, gold is 99.5% pure and this guarantee is given by LBMA
 � There is no making charge.
 � ETF is in a demat form, so there is no need to worry about theft and it saves 

locker charge also.
 � If anyone plans to resell gold in the physical market, then some amount is 

deducted by the jeweller, but in the case of ETF, there is no deduction while 
selling the units.

 � GETF is more tax effi cient 
 � In gold ETF, you can buy in grams.
 � No sales tax, VAT or securities transaction tax is applicable.
 � In Gold ETF long term capital gain would apply after a period of one year.

 � Asset management fee is charged by 
the fund house (1% approx).

 � Additional charge is involved in the 
buying and selling of GETF in the 
form of brokerage or commission.

 � In gold ETF demat cost and annual 
maintenance is also applicable.

 � If we sell GETF within one year, capi-
tal gain tax is applicable.

 � Some gold ETFs is very illiquid, so 
there is big problem in buying or sell-
ing.
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Differentiation with ETF
Gold futures provide a wonderful opportunity to the in-
vestor as very low initial investment is involved termed 
the initial margin. Usually, the margin is around 5% of 
the total cost and by investing that meagre amount, you 
can trade in gold of much larger value whereas it is not 
so in the case of gold ETFs. 

Another benefi t is that futures investment does not 
contain any AMCs. These expenses have an impact on 
the cost of the ETF and return on investment of ETF 
usually suffers. Minimum investment amount of Rs 
5000 is also a deterrent. 

Physical delivery is one of the most important char-
acteristic of investment in gold. In ETF, option of phys-
ical delivery is only available for one kilogram, putting 
small and medium investors on the sidelines. We have 
around seven delivery centres spread across India with 
Ahmedabad the main delivery centre. 

From the perspective of retail investors, liquid-
ity is the main concern when planning for investment. 
Backed by lower margin requirement, an investor look-
ing to generate capital gains or physical commodity can 
block the investment by just paying a small amount and 
on the delivery, pay the full amount, if he/she wants 
possession of the same. Also, with the involvement of 
a large number of participants in the futures market, 
it also brings in high transparency for traders and in-

vestors alike. All these factors enhance the liquidity of 
futures in relationship to ETF.

How to trade
Trading in Gold ETF or Futures is very simple. It is 
similar to how we trade in equity shares, i.e., for trad-
ing in GETF/Futures, one needs to register with broker 
having membership of the NSE/commodities exchang-
es, fi ll up the KYC form, open a demat account, pay the 
margin and then commence trading.

Now gold ETF is gaining popularity as the govern-
ment wants to reduce the gold import since physical gold 
is putting pressure on current account defi cit. Over a pe-
riod of time, gold ETFs are likely to become extremely 
popular. While ETF has its own share of features, some 
of the limitations in the form of complexities and addi-
tional expenses do not provide it an opportunity to be the 
fi rst choice for gold investors. In contrast, futures pro-
vide a simple and cost effective mode for investment, as 
here, the ROI is directly proportional to the changes in 
prices of gold and its movements. Not only exchanges 
provide you a safe and trustworthy environment, but also 
futures being regulated ensure and promise you safe in-
vestment. If anyone wants gold just for investment pur-
pose, then gold ETF is a good option, but if you want to 
gift someone or want to possess gold from generation to 
generation, then nothing can beat physical form of gold.

Please read the Disclaimer carefully on page 4

CLASSROOM



February 2015 Karvy Comtrade’s Invest & Harvest 32

STATISTICS

Source: Bloomberg ; EC: European Union;  IN: India;  US: United States;  CH: China;  GE: Germany;  UK: United Kingdom;  JN: Japan

Economic Events In February 2015
Date Time Region Event Period Surv(M) Prior

02/01/15 06:30 CH Manufacturing PMI Jan 50.20 50.10

02/02/15 07:15 CH HSBC China Manufacturing PMI Jan F 49.80 49.80

02/02/15 10:30 IN HSBC India Manufacturing PMI Jan -- 54.50

02/02/15 14:30 EC Markit Eurozone Manufacturing PMI Jan F 51.00 51.00

02/02/15 15:00 UK Markit UK PMI Manufacturing SA Jan 52.70 52.50

02/02/15 20:30 US ISM Manufacturing Jan 54.50 55.50

02/03/15 11:00 IN RBI Cash Reserve Ratio 37653 4.0% 4.0%

02/03/15 11:00 IN RBI Repurchase Rate 37653 7.8% 7.8%

02/03/15 15:30 EC PPI YoY Dec -2.5% -1.6%

02/03/15 20:30 US Factory Orders Dec -2.4% -0.7%

02/04/15 18:45 US ADP Employment Change Jan 220K 241K

02/04/15 20:30 US ISM Non-Manf. Composite Jan 56.40 56.20

02/05/15 12:30 GE Factory Orders MoM Dec 1.5% -2.4%

02/05/15 17:30 UK Bank of England Bank Rate 38384 0.5% 0.5%

02/05/15 19:00 US Trade Balance Dec -$38.0B -$39.0B

02/06/15 12:30 GE Industrial Production SA MoM Dec 0.00 0.00

02/06/15 15:00 UK Trade Balance Dec -Â£1700 -Â£1406

02/06/15 19:00 US Change in Nonfarm Payrolls Jan 230K 252K

02/06/15 19:00 US Unemployment Rate Jan 5.6% 5.6%

02/08/15 CH Trade Balance Jan $48.20B $49.61B

02/09/15 12:30 GE Trade Balance Dec -- 17.9B

02/09/15 17:30 IN GDP YoY 4Q -- 5.3%

02/10/15 07:00 CH CPI YoY Jan 1.1% 1.5%

02/10/15 07:00 CH PPI YoY Jan -3.8% -3.3%

02/10/15 15:00 UK Industrial Production MoM Dec -- -0.1%

02/12/15 05:20 JN PPI YoY Jan -- 1.9%

02/12/15 12:30 GE CPI YoY Jan F -- -0.3%

02/12/15 15:30 EC Industrial Production SA MoM Dec -- 0.2%

02/12/15 17:30 IN CPI YoY Jan -- 5.0%

02/12/15 19:00 US Retail Sales Advance MoM Jan -0.3% -0.9%

02/13/15 12:30 GE GDP SA QoQ 4Q P -- 0.1%

02/13/15 15:30 EC Trade Balance SA Dec -- 20.0B

02/13/15 15:30 EC GDP SA QoQ 4Q A -- 0.2%

02/16/15 05:20 JN GDP SA QoQ 4Q P 0.9% -0.5%

02/16/15 10:00 JN Industrial Production MoM Dec F -- 1.0%

02/16/15 12:00 IN Wholesale Prices YoY Jan -- 0.1%
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STATISTICS

Economic Events In February 2015 (cont’d)

Source: Bloomberg ; EC: European Union;  IN: India;  US: United States;  CH: China;  GE: Germany;  UK: United Kingdom;  JN: Japan

Date Time Region Event Period Surv(M) Prior

02/17/15 15:00 UK CPI YoY Jan -- 0.5%

02/17/15 15:30 GE ZEW Survey Current Situation Feb -- 22.40

02/17/15 15:30 GE ZEW Survey Expectations Feb -- 48.40

02/17/15 15:30 EC ZEW Survey Expectations Feb -- 45.20

02/18/15 15:00 UK Employment Change 3M/3M Dec -- 37K

02/18/15 19:00 US Housing Starts Jan -- 1089K

02/18/15 19:00 US Building Permits Jan -- 1032K

02/18/15 19:00 US PPI Final Demand YoY Jan -- 1.1%

02/18/15 19:45 US Industrial Production MoM Jan -- -0.1%

02/18/15 JN Bank of Japan Monetary Policy Statement

02/19/15 00:30 US U.S. Fed Releases Minutes from Jan. 27-28 FOMC Meeting

02/19/15 05:20 JN Trade Balance Jan -- -Â¥660.7B

02/19/15 20:30 US Philadelphia Fed Business Outlook Feb -- 6.30

02/19/15 20:30 EC Consumer Confi dence Feb A -- -8.50

02/20/15 12:30 GE PPI YoY Jan -- -1.7%

02/23/15 14:30 GE IFO Business Climate Feb -- 106.70

02/23/15 14:30 GE IFO Current Assessment Feb -- 111.70

02/23/15 14:30 GE IFO Expectations Feb -- 102.00

02/23/15 20:30 US Existing Home Sales Jan -- 5.04M

02/24/15 12:30 GE GDP SA QoQ 4Q F -- --

02/24/15 15:30 EC CPI YoY Jan F -- -0.6%

02/24/15 20:30 US Consumer Confi dence Index Feb -- 102.90

02/25/15 20:30 US New Home Sales Jan -- 481K

02/26/15 14:25 GE Unemployment Rate Feb -- 6.5%

02/26/15 19:00 US Durable Goods Orders Jan -- -3.4%

02/26/15 19:00 US CPI YoY Jan -- 0.8%

02/27/15 05:20 JN Industrial Production MoM Jan P -- --

02/27/15 10:30 JN Housing Starts YoY Jan -- -14.7%

02/27/15 15:00 UK GDP QoQ 4Q P -- 0.5%

02/27/15 16:00 IN Fiscal Defi cit INR Crore Jan -- 7247.00

02/27/15 18:30 GE CPI YoY Feb P -- --

02/27/15 19:00 US GDP Annualized QoQ 4Q S -- 2.6%

02/27/15 20:15 US Chicago Purchasing Manager Feb -- 59.40

02/27/15 20:30 US Pending Home Sales MoM Jan -- -3.7%

02/27/15 20:30 US U. of Mich. Sentiment Feb F -- --



February 2015 Karvy Comtrade’s Invest & Harvest 34

Crude Oil, 
-15.3%

Copper
-14.1%

Natural 
Gas,

-10.9%

Cotton,
- 8.1%

Zinc,
-5.4%

Lead,
-2.8%

Nickel,
-2.8%

Aluminum 
-2.2%

Mentha 
Oil, 1.5%

Gold, 4.5%

Silver, 
5.9%

Cardamom, 
8.9%

Barley
-23.4%

Rm Seed 
- 22.1%

Turmeric
- 10.7%

Jeera
-7.1%

Wheat
-2.9%

Soy Oil
- 2.7%

Soybean 
1.1%

January International Commodity Price Trends
Dec 31,

2014
Jan 30,

2015
% Change 52 Week 

High
% Change from 

52 Week High
52 Week 

Low
% Change from 

52 Week Low

Nymex Crude Oil (S/bbl) 53.27 48.24 -9.4% 107.73 -55.22% 43.58 10.69%

CBOT Soy Oil (cents/lb) 31.97 30.00 -6.2% 44.70 -32.89% 29.32 2.32%

ICE Cotton (cents/lb) 60.27 59.36 -1.5% 97.35 -39.02% 57.05 4.05%

LME Copper 3 Month ($/t) 6300.00 5495.00 -12.8% 7220.00 -23.89% 5339.50 2.91%

LME Zinc 3 Month  ($/t) 2178.00 2125.00 -2.4% 2416.00 -12.04% 1937.00 9.71%

Comex Silver (S.oz) 15.57 17.21 10.6% 22.18 -22.42% 14.10 22.04%

LIFFE Sugar (S/t) 391.20 383.40 -2.0% 495.90 -22.69% 369.80 3.68%

CBOT Soybean (cents/bushel) 1019.25 961.00 -5.7% 1536.75 -37.47% 904.00 6.31%

ICE Sugar (cents/lb) 14.52 14.79 1.9% 18.47 -19.92% 13.32 11.04%

LME Aluminium 3 Month  ($/t) 1852.50 1864.00 0.6% 2119.50 -12.05% 1671.25 11.53%

ICE Coffee (cents/lb) 166.60 161.90 -2.8% 225.50 -28.20% 125.00 29.52%

CBOT Corn (cents/bushel) 397.00 370.00 -6.8% 519.50 -28.78% 318.25 16.26%

Comex Gold (S/oz) 1184.10 1278.50 8.0% 1392.60 -8.19% 1130.40 13.10%

CBOT Soy Meal ($/t) 364.60 329.90 -9.5% 509.40 -35.24% 302.00 9.24%

LME Lead 3 Month  ($/t) 1858.00 1859.50 0.1% 2307.00 -19.40% 1743.00 6.68%

LME Nickel 3 Month  ($/t) 15150.00 15165.00 0.1% 21625.00 -29.87% 13723.00 10.51%

Nymex Natural Gas ($/mmbtu) 2.89 2.69 -6.9% 6.49 -58.56% 2.61 3.18%

CBOT Wheat (cents/bushel) 589.75 502.75 -14.8% 735.00 -31.60% 466.25 7.83%

STATISTICS

January Gainers and Losers (M/M%)
MCX NCDEX
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