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22nd August 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. 34, 22 August 2010

The release of mixed economic data in the United States pushed 
and pulled at many commodities prices last week. Better than 
expected U.S. industrial production figures for July temporarily 
boosted sentiment across the equity and commodities markets. 
However, concerns over a slowing economic recovery in the United 
States, Japan, and Europe capped the price gains for many industrial 
commodities, like crude oil and silver. These concerns meanwhile 
resulted in increased demand for gold. Gold prices continued to edge 
higher in a choppy fashion last week. Commodities with industrial 
end uses came under pressure after leading indicators for the United 
States in July were weaker than expected.  Silver and crude oil closed 
lower for the week. With heightened concerns over the near term 
global economic recovery, market participants may continue to take 
direction from economic reports. Economic data releases in the U.S. 
may continue to give mixed signals this week, with certain segments 
of the economy faring better than others.  After the price declines 
seen in many commodities last week, investor selling is expected to 
ease. In this environment, precious metals and crude oil prices could 
consolidate.

Commodities Overview Currencies Overview

After several weeks of volatile moves in the major currency markets, 
exchange rates were relatively range-bound last week. Shifts in 
investor sentiment toward safe haven currencies in the second half 
of last week partially offset moves seen earlier in the week.  The U.S. 
dollar rose against most major currencies as investors appetite for 
riskier assets, including stocks, continued to decline following the 
poor U.S. jobless-claims and manufacturing reports on 19 August. 
Meanwhile in Europe remarks made by the European Central Bank, 
indicating that they would likely wait until 2011 to begin phasing 
out short-term stimulus, amplified concerns about the economic 
recovery in that region.  While the outlook for economic activity 
in Japan also weakened, with lower than expected gross domestic 
production estimates in the second quarter, demand for the yen 
strengthened last week. During the financial crisis, both the yen and 
the dollar have often benefited from uncertainty or a weakening 
outlook for global growth. This week volatility may pick up again in 
the major currencies markets. An active week of economic reports in 
the United States may continue to shape market sentiment. 

DGCX Prices & Daily Volumes
Market
(as at Aug 20, 2010)

Current 
Week close

Current 
Week 
close

% 
Change

Weekly 
High

Weekly 
Low

Gold futures ($/ounce) $1,228.50 1.09% $1238.00 $1215.90

Silver futures ($/ounce) $17.995 -0.50% $18.570 $17.995

Euro Futures ($/Euro) $1.270 -0.39% $1.291 $1.267

GBP Futures ($/GBP) $1.553 -0.42% $1.569 $1.547

INR Futures ($/100 INR) $2.139 0.37% $2.151 $2.130

JPY Futures ($/100 Yen) $1.167 0.67% $1.178 $1.164

WTI Futures ($/b) $73.82 -2.08% $76.80 $73.53

COMMODITIES OVERVIEW CURRENCIES OVERVIEW 
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  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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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 4,601)

U.S. Dollar Index



1060

1085

1110

1135

1160

1185

1210

1235

1260

Jan-10 Feb-10 Mar-10 Apr-10 May-10 Jun-10 Jul-10 Aug-10

Crude Oil

WTI oil may trade on either side of $73 this 
week. Crude oil prices succumbed to selling 
pressure late last week as higher United 
States unemployment figures suggested 
the economic recovery may be slowing. The 
supply overhang in the oil product market 
also contributed to the downward price 
momentum. On 13 August total oil product 
inventories in United States storage tanks 
totaled over 1.1 billion barrels, the highest 
level in 20 years of EIA data. If investors 
continue to take a bearish perception toward 

the economic recovery, prices could decline 
to around $72. Crude oil forward spreads 
have narrowed recently, indicating physical 
demand for crude oil in the United States 
may be stronger than weak economic data 
suggests. Deliveries in the United States of 
crude oil and oil products averaged 19.327 
million barrels a day in July, up 3.8% year-on-
year according to the American Petroleum 
Institute. If investors perceive recent price 
weakness as a buying opportunity, prices 
could rise to $75 in the near term.

Gold

Gold prices are expected to consolidate this 
week. The price of the metal is forecast to 
move between $1,210 and $1,240 during 
the week. Market participants are likely to 
book profits following the overall increase in 
gold prices since the end of July. If this selling 
gains momentum, there is a possibility that 
the gold price slips toward $1,200. Any 
weakness in price is expected to be short-
lived, however. Market participants remain 
concerned over the health of the global 
economy and are likely to view weakness in 
the price of gold as a buying opportunity. 

Weak U.S. economic data released last week 
generally aggravated these concerns, which 
was positive for the price of gold. Several 
important U.S. economic indicators will 
be released this week. If these indicators 
suggest further deterioration in the U.S. 
economy, gold prices could rapidly rise 
toward the higher end of the above stated 
range. Combined gold exchange traded 
fund holdings reached 65.61 million ounces 
on 20 August, up 710,051 ounces from the 
end of the previous week.

Silver

Silver is forecast to trade between $17.50 
and $19 this week. Increased investor 
interest in silver as a financial asset pushed 
prices higher in the beginning of last week, 
but softening economic growth prospects 
weighed on silver prices later in the week. 
Silver settled at $17.995 on 20 August. This 
price decline may spur physical buying 
from consumers, particularly in India. In 
India, interest in the metal rises during this 
time of year ahead of the Indian wedding 
and festival seasons. Combined holdings in 
exchange traded funds physically backed 

by silver were 489,365,918 ounces on 19 
August, up 452,786 ounces from 12 August. 
Industrial demand for silver, particularly from 
the semiconductor industry, has been firm 
so far this year, although seasonal weakness 
in fabrication demand for silver will continue 
to weigh on prices over the next few weeks. 
Large price swings could move silver prices 
in a wider range over the remainder of the 
month due to reduced trading activity in the 
Western hemisphere. The roll of the futures 
contracts in the New York market could 
provide support to silver prices.

COMMODITIES

69
71
73
75
77
79
81
83
85
87
89

Jan-10 Feb-10 Mar-10 Apr-10 May-10 Jun-10 Jul-10 Aug-10

1450

1525

1600

1675

1750

1825

1900

Jan-10 Feb-10 Mar-10 Apr-10 May-10 Jun-10 Jul-10 Aug-10

$ / BARREL

$ / OUNCE

Cents / OUNCE

Economic Indicators

Indicator Value  Change % Change

CRB Index                                      267.01 -1.78 -0.7%

U.S. Dollar Index                           83.06 0.11 0.1%

T-Bills                                               - 0.14% 0.00% 0.0%
DJIA                                                10,214 -89.53 -0.9%
FTSE All World                              186.33 -1.27 -0.7%

Source: Bloomberg data
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Euro  / Dollar

The euro may consolidate around $1.26 this 
week. The euro trended higher in the first 
half of last week, but a wave of safe haven 
buying amid waning investor confidence 
in the global recovery pushed the currency 
lower to settle at $1.2692 on 20 August. The 
$1.27 level has been a firm support for the 
euro this past month. However, last week 
it broke below this level. This break could 
trigger additional declines, possibly toward 
$1.24. Investor sentiment toward economic 
conditions worsened after soft jobs data in 
the United States was released last Thursday. 

Investors shifted away from risky assets such 
as the euro and into safe havens such as gold 
and the U.S. dollar. Spain eased its austerity 
plans last week, raising concerns among 
investors regarding its ability to service debt. 
A European Central Bank (ECB) member 
suggested that unlimited ECB lending to 
European countries be extended into 2011 
rather than until October as previously 
stated. Lingering concerns regarding euro 
area debt and deficit problems may subject 
the euro to further declines. 

Indian Rupee / Dollar
The rupee may trade sideways this week. The 
rupee moved between 213 and 215 cents 
per 100 rupees last week. Negative investor 
sentiment toward emerging economies last 
week weighed on the rupee after global 
economic growth prospects were reduced 
two weeks ago. Foreign investment in 
India’s domestic markets has been strong 
this year nonetheless. Equity values fell in 
the beginning of last week but trended 

higher thereafter. The Sensex was 18,455 
on 19 August, the highest since 5 February 
2008 when it was 18,663. Wholesale prices in 
July rose by 9.97% from the previous month. 
This was lower than the 10.55% increase 
in wholesale prices in June. As inflation 
concerns continue to ease and domestic 
economic activity improves, the rupee could 
rise toward 217 cents. The rupee may not be 
able to reach this level this week, however.

Sterling Pound / Dollar
The pound may trade sideways in a volatile 
fashion this week, possibly around $1.55. 
Stronger than expected economic data 
pushed the pound above $1.56 last week, 
but concerns the global economic recovery 
may be slowing weighed on the pound 
later in the week. Although investors remain 
concerned about the United Kingdom’s fiscal 
deficit, figures published by the Office for 
National Statistics suggest the government’s 

fiscal outlook may be improving. Public 
sector net borrowing totaled 3.2 billion 
pounds, 1.1 billion pounds lower than 
previously estimated. Although this may 
shore up investor confidence regarding the 
outlook for the United Kingdom economy in 
the longer term, the pound may be subdued 
by weaker macroeconomic sentiment in the 
immediate future. 

Japanese Yen / Dollar
The yen could continue to rise toward 118 
cents this week. Concerns over the slowing 
global economic recovery during the 
remainder of this year could maintain support 
for the yen. Last week the yen rose from 116 
cents on 16 August and consolidated around 
117 cents during the remainder of the week. 
Bearish sentiments rose after the release of 
weaker economic data of the United States. 
Despite the lower than expected second 
quarter Japanese gross domestic product 

figure, demand for the yen as a safe haven 
currency increased last week. Japanese 
government bonds also edged higher. 
The Bank of Japan is assessing the impact 
of the yen appreciation while considering 
further stimulus measures. Speculations of 
government intervention could prevent the 
currency from rising too fast, although in the 
near term investors remain reluctant to pull 
out of the yen. 

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.


