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28th Feb 2010

Welcome to the Weekly Market Views report from DGCX, providing you with a snapshot of what׳�s happening in the energy, precious metal 
and currency futures markets.

Please note that the observations and views expressed in this newsletter do not reflect the views of DGCX and are solely the view of the 
writer (CPM Group).

Weekly Market Views
Provided by CPM Group, Vol.2, No. 9, 28 Feb 2010

Commodities prices were volatile last week. There continues to be 
strong investor interest in commodities, but the investors are not 
fully committed to the view that prices will rise sharply. As a result, 
each round of buying has been met by profit-taking as soon as 
prices reach short-term technical resistant levels and stall out. On 
the flip side of the market, investors appear reluctant to be short 
precious metals, energies, and other commodities for any length of 
time. There appears to be very little short interest from institutional 
investors at recent prices. Also, there continues to be interest in 
buying into dips as soon as they appear to stall out. This has kept 
many commodities in trading ranges, albeit some of the trading 
ranges are rather wide. This pattern may continue for the next 
few weeks, as investors continue to equivocate about the overall 
direction of the global economy and thus the likely direction of 
commodities prices. At present the most likely outcome seems to 
be that at some point investors will commit to a view that the global 
economic recovery is underway. However, as long as questions 
linger over the potential for Europe, North America, and Japan to fall 
back into recession, investors will be hesitant to buy and hold long 
commodities positions.

Commodities Overview Currencies Overview

The U.S. dollar is expected to continue on its recent path again this 
week. There clearly is an upward bias toward the dollar, at least 
against the euro and other major traded currencies. Investors are not 
rushing blindly into the greenback, however. Instead, they clearly 
remain very nervous about prospects for U.S. budget and trade 
deficits. Testimony by Federal Reserve Board Chairman Benjamin 
Bernanke before Congress last week helped fortify invest tor views 
that the U.S. economy is heading in the right direction and that 
monetary authorities have the capacity to manage the aftermath of 
their 2008 and 2009 monetary largesse.  Even as some economic 
figures suggest continued weakness in the U.S. economy, investors 
have focused on other indicators of growing recovery in the United 
States. There also is a clear view that the U.S. economy is likely to 
outpace the European and Japanese economies at least in 2010, and 
maybe for a few years beyond that. This stimulates investor interest 
in U.S. assets, which leads to strength in the dollar as global investors 
buy dollars for use in re-deploying assets into the U.S. market. This 
trend may help support the dollar in the coming weeks and months, 
combined with stronger economic performance overall.

DGCX Prices & Daily Volumes
Market
(as at Feb 25, 2010)

Current 
Week close

Current 
Week 
close

% 
Change

Weekly 
High

Weekly 
Low

Gold futures ($/ounce) $ 1105.30 -1.41% $ 1128.70 $ 1088.80

Silver futures ($/ounce) $ 16.080 -1.62% $ 16.535 $ 15.900

Euro Futures ($/Euro) $ 1.355 -0.28% $ 1.369 $ 1.346

GBP Futures ($/GBP) $ 1.525 -1.39% $ 1.557 $ 1.519

INR Futures ($/100 INR) $ 2.150 -0.62% $ 2.166 $ 2.146

JPY Futures ($/100 Yen) $ 1.123 3.00% $ 1.126 $ 1.091

WTI Futures ($/b) $ 78.170 -2.05% $ 80.67 $ 77.15

COMMODITIES OVERVIEW CURRENCIES OVERVIEW 

Copyright CPM Group 2009. The views expressed within are solely those of CPM Group. Such information has not been verified by the DGCX, nor does DGCX make any representations as to its accuracy or completeness. Any 
statements non-factual in nature constitute only current opinions, which are subject to change. While every effort has been made to ensure that the accuracy of the material contained in the reports is correct, CPM Group or DGCX 
cannot be held liable for errors or omissions. CPM Group or DGCX are not soliciting any action based on it. Information contained here should not be relied on as specific investment or market timing advice. At times the princi-
pals and associates of CPM Group may have long or short positions in some of the markets mentioned here. This report is distributed weekly by DGCX to provide market participants with information and statistics related to 
specific commodities and currencies. CPM Group, a commodities consulting company, produces this report for DGCX. Visit www.cpmgroup.com for additional information. 

Source: Bloomberg data 
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WEEKLY MARKET VIEWS 

  Commodities prices may weaken this week. A combination 
of factors would be involved in such a move. The potential 
for the U.S. dollar to demonstrate greater strength could 
trigger profit-taking and short selling across commodities, 
including petroleum, gold, and silver. Fundamentals and 
seasonal demand patterns also suggest the potential for 
prices to weaken some. Investors have been building fresh 
long positions in many commodities in recent months, in 
anticipation of stronger economic conditions. This probably 
is a wise medium-term strategy, but commodities prices 
perhaps had gotten ahead of economic realities by the mid-
dle of June. Commodities price weakness over the past two 
weeks may have reflected the start of a modest correction in 
prices, which could continue this week. The CRB index 
may break below 250 this week, as investors pull back from 
long commodities positions. Economic conditions are ex-
pected to provide investors an array of conflicting insights 
this week — some suggestive of stronger economic condi-
tions ahead and others emphasizing the continued contrac-
tion in final demand in the U.S., European, and other mar-
kets.  

INDICATORS 
 

Financial markets are likely to be unsettled this week, as 
warring visions of the world economic outlook compete. 
This should be reflected in more volatile moves in curren-
cies, equities, and other asset prices, as investor sentiments 
flip between extremes. Currency markets in particular may 
show heightened volatility. The fact that the G8 will meet 
toward the end of the week will incline many investors and 
traders to stand aside this week. This could thin liquidity, 
fueling volatility. Speculation as to what the G8 may or 
may not say could push currencies sharply in either direc-
tion. Many investors and other market participants have 
been expecting the U.S. dollar to strengthen during July and 
August. Economic conditions suggest that the dollar may 
strengthen. Seasonal price patterns add support to this view, 
while many governments around the world would like to 
see their currencies remain weak relative to the dollar, for 
purposes of helping their export competitiveness and limit-
ing imports. While all of these factors suggest a stronger 
dollar in the weeks ahead, traders have continued to test 
dollar bulls’ commitment to the idea of a rising dollar. This 
testing could continue this week, before fading.   
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U.S. Dollar Index

Crude Oil $66.60 ↓ -3.7% -2.56

Gold $928.40 ↓ -1.3% -12.60

Silver $1,335.00 ↓ -5.4% -76.50

Euro / Dollar 140.03¢ ↓ -0.4% -0.58¢

Indian Rupee / Dollar 207.41¢ ↑ 0.6% 1.31¢

Sterling / Dollar $163.42 ↓ -1.1% -1.82

Yen / Dollar 104.24¢ ↓ -0.9% -0.94¢

ENERGY

PRECIOUS METALS

CURRENCIES

CRB Index 245.86 ↓ -2.2% -5.45

U.S. Dollar Index 80.29 ↑ 0.5% 0.41

T-Bills 0.16% ↓ 0.0% -0.02%

DJIA 8,281 ↓ -1.9% -157.65

FTSE Global All-Cap 272.72 ↑ 1.1% 2.89

Average Daily Volume (ADV 10,559)

U.S. Dollar IndexCRB Commodities Index

Market 
closed 
26 Feb 
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Economic Indicators

Indicator Value  Change % Change

CRB Index                                       274.77 -3.03 -1.1%

U.S. Dollar Index                           80.37 -0.27 -0.3%

T-Bills                                              0.12% 0.02% 0.0%
DJIA                                                 10,325 -77.09 -0.7%
FTSE Global All-Cap                      190.69 -0.13 -0.1%

Crude Oil
A large build-up in U.S. crude oil inventories 
and poor consumer confidence figures were 
the catalysts for lower crude oil prices last 
week. Some slack in the outlook for near-
term demand, particularly in the United 
States, coupled with continued economic 
uncertainty could keep prices below $80 
this week. The trading range could be $75 
- $82 as erratic investor sentiment pushes 
and pulls at prices. The U.S. Department 
of Energy reported a 3.03 million barrel 
increase in crude oil stocks, well above 
market expectations. The majority of the 

build occurred on the west coast of the 
United States. The supply overhang in both 
the crude and product markets is expected 
to keep near-term price gains in check. 
Despite the recent economic weakness 
the United States remains the largest oil 
consuming country, accounting for more 
than 22% of global demand. The most likely 
source of upward pressure on prices in the 
near term would be Middle Eastern political 
tensions, but these factors seem unlikely to 
provide any price impetus at present.

Gold
Gold may continue to trade in a range this 
week. Investors and other market participants 
continue to equivocate about prices at 
recent levels. Investors appeared as buyers 
if prices drop below $1,100 but seemed to 
find modest support around $1,090. They 
turned around and took profits when prices 
stalled out around $1,130. There remains a 
great deal of nervousness about economic 
and financial market stability, exacerbated 
by the Grecian financial debacle, mixed 
economic indicators in the United States and 
Europe, and choppy currency markets. The 
concerns are not great enough to push gold 

above $1,150 at present, although a batch of 
particularly bad news could trigger stronger 
buying. Similarly, investors are not ready to 
give up their guard and let go of their gold. 
Any drop in prices may be limited to $1,060 
– $1,080. Gold prices recently rose to record 
highs in euros. Combined exchange traded 
fund gold holdings have been fluctuating 
between 55.8 million ounces and 56.0 
million ounces over the past several weeks. 
Commodity funds and institutional investors 
meanwhile have decreased their long 
positions in recent weeks, but still hold large 
net long positions. 

Silver

Silver prices could move higher early 
this week, possibly testing $17.00 before 
tapering off slightly. The roll from March 
positions into forward months in the New 
York market is mostly complete. This could 
take some support away from prices, with 
prices dropping back toward $15.25. The 
Indian government recently raised import 
duties on silver and gold, which makes silver 
more expensive in the domestic markets and 
raises the prospects of resumed unreported 
imports of silver and gold into India. High 
silver prices are expected to put a lid on 

silver demand from India, especially in the 
jewelry and silverware sectors. Many market 
participants forecast that silver imports to 
India in 2010 could fall to around 32.2 million 
ounces, down 25.9% from an estimated 43.4 
million ounces in 2009. Investment demand 
for silver in major markets continues to be 
firm. There has been little redemption in 
some of the ETFs. Total ETFs have been 
rising, albeit at a slow pace. Combined ETF 
silver holding reached a record 474.2 million 
ounces at the end of last week, up slightly 
from 473.6 million ounces on 19 February.

COMMODITIES

Source: Bloomberg data
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Euro  / Dollar

The euro may hold up early this week, but 
could decline to test $1.345 later in the 
week. There has been rising anxiety among 
investors over Greece’s debt problems as 
well as weak economic conditions facing 
several other nations in the eurozone. There 
is no clear resolution yet to how Greece will 
deal with its domestic finances. Political 
stresses between eurozone member nations 
and Greece have been rising as plans are 

being discussed over an aid package. As this 
situation continues uncertainty may keep 
the euro under downward pressure. Market 
participants continue to hold large short 
positions. The euro may rally once there is a 
clearer indication of what measures will be 
adopted by Greece, but that could be a while. 
Short-covering also would be expected to 
support prices, to a lesser extent.

Indian Rupee / Dollar

The Indian rupee may test 218 cents this 
week. A break above this level could spark 
follow-through buying and push the rupee 
toward 222 cents. Support for the rupee 
has recently come from the government’s 
pledge to reduce its fiscal deficit. There is 
some skepticism over this proposed plan, but 
the Sensex and the rupee nonetheless were 

given a boost. India plans to sell some state 
assets and reduce tax breaks. A government 
budget that is accepted as being more 
credible by investors could translate into 
increased investor confidence and even 
possible upgrades on India’s sovereign debt 
ratings. The rupee should be expected to 
test resistance levels this week. 

Sterling Pound / Dollar
The pound is expected to remain vulnerable 
to further declines this week. That said, the 
pound may find support at $1.50. The pound 
already has fallen to nine-month lows last 
week, from above $1.55 to slightly below 
$1.52. If the pound holds around current 
levels market participants may begin to see 
this as a buying opportunity. The economy 
in the United Kingdom is not contracting as 
it did in most of 2009, but economic growth 

has been sluggish. The United Kingdom 
economy grew 0.3% in the fourth quarter 
of last year and is only projected to expand 
1.3% for all of 2010. Investor confidence in 
the United Kingdom has been lacking and 
there is a rising expectation that the Bank 
of England may need to resume monetary 
accommodation, which would put further 
downward pressure on the pound. 

Japanese Yen / Dollar
The yen may hold around current levels this 
week. Investors shifted their focus toward the 
domestic market last week as concerns rose 
over major economies’ government finances 
as well as global economic growth. The yen 
may hold around 112 cents this week, but 
this strength may be limited and the yen 
would be expected to decline later this 
month. Japan continues to be confronted 

with deflationary conditions and economic 
growth has been revised lower in recent 
weeks. There is a growing expectation that 
the Bank of Japan may have to embark on a 
stimulus package to both combat deflation 
and weaken the yen. Japan’s consumer price 
index fell 1.3% in January year-on-year, the 
eleventh consecutive monthly decline. 

CURRENCIES

DEUR (US $ quoted in cents per Euro)

DINR (US $ quoted in cents per 100 Indian Rupees)

DGBP (US $ quoted in cents per Pound)

DJPY (US $ quoted in cents per 100 Yen)

CPM Group is a leading independent commodities market research and consulting firm.  CPM focuses on various commodities markets from 
precious metals to soft commodities.  In its twenty three years as an independent company, CPM has consistently delivered unique, market-leading 
research and services to clients ranging from individual investors to leading international organizations worldwide. For more information and 
additional research please contact Adam Crown at +1 (212) 785 - 8324 or acrown@cpmgroup.com or visit www.cpmgroup.com.
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