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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).
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Commodities prices generally were strong last week. This reflects 
the on-going shift in investor attitudes toward commodities as 
investments and hedges against the currency markets. Investors 
continue to buy a range of commodities for several reasons. They 
expect economic recovery to spread around the world, boosting 
demand. They also see commodities as something of currency 
hedges. Thus, they are buying commodities. Fabrication demand 
also is boosting prices. Within the commodities markets, most 
of the attention from investors has been focused on gold, as the 
most liquid and readily traded commodity. Oil and silver also have 
benefited greatly. Many other commodities markets are seen as 
being too small to accommodate much investor buying, and 
physical stocks are cumbersome to acquire and store for extended 
periods of time. These trends should be expected to continue this 
week, and beyond. As a result, commodities prices may remain 
strong this coming week. Gold and silver will be supported by 
strong investment demand. There also are some mechanical 
aspects of the market that may keep these two metals’ markets 
tight, and prices high, over the next week and into October. At 
some point profit-taking will set in.

Commodities Overview Currencies Overview

The dollar has continued to be under pressure against the 
euro, among the major traded currencies, and Asian currencies 
in general. The pound and yen are suffering from their own 
domestic economic issues. The euro has been the major 
beneficiary of the dollar’s weakness. This trend may reverse, this 
week or soon, however. The euro now has risen strongly enough 
to be of serious concern to European governments, corporations, 
and labor unions, all concerned that too strong of a euro will 
significantly hurt European exports and weaken their economies. 
The European economies meanwhile continue to suffer many of 
the same economic woes as the United States. In some cases, 
European economic conditions are worse than those in the 
United States. This may help detract from further euro strength. 
While the dollar may find some support against the euro, it should 
be expected to suffer from increased use of the dollar in carry 
trades, in which the dollar is borrowed and hedged and sold, with 
the proceeds being invested in higher yielding currencies’ bonds. 
This strategy may have been one of the major factors behind the 
dollar’s weakness over the past several weeks. U.S. interest rates 
are likely to remain low, continuing these trading patterns.

DGCX Prices & Daily Volumes
Market
(as at 18 Sep 2009)

Current 
Week 
close

Current 
Week 
close

% 
Change

Weekly 
High

Weekly 
Low

Gold futures ($/ounce) $ 1009.60 0.40% $ 1024.80 $ 993.00

Silver futures ($/ounce) $ 17.070 0.98% $ 17.300 $ 16.510

Euro Futures ($/Euro) $ 1.472 0.92% $ 1.477 $ 1.452

GBP Futures ($/GBP) $ 1.627 -2.49% $ 1.666 $ 1.624

INR Futures ($/100 INR) $ 2.071 0.45% $ 2.083 $ 2.049

JPY Futures ($/100 Yen) $ 1.095 -0.76% $ 1.109 $ 1.092

WTI Futures ($/b) $ 72.04 3.97% $ 73.09 $ 68.09
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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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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
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Economic Indicators

Indicator Value  Change % Change

CRB Index                                      259.99 8.87 3.5%

U.S. Dollar Index                           76.44 -0.17 -0.2%

T-Bills                                              0.08% -0.06% -0.1%
DJIA                                                 9,820 214.79 2.2%
FTSE Global All-Cap                     321.70 6.42 2.0%

Crude Oil
WTI oil prices retested $72 toward the 
end of last week, after approaching $68 
on Monday 14 September. Prices may 
continue to face resistance at $75 over the 
near-term as the fundamentals do not yet 
support a strong move higher. According 
to Energy Information Administration, U.S. 
crude oil stocks have been declining but 
remained above 22 days of supply as of 
11 September. With the supply – demand 
balance still weak, oil may continue to 
trade on improving economic conditions 

and changes in the U.S. dollar. However, 
current prices levels already may account 
for the expected uptick in energy demand 
following an end to the economic 
contraction. A move toward $80 therefore 
seems unlikely over the next few weeks. 
Prices may remain locked in a range 
this week, reaching for $75 if the bullish 
economic news flow continues or falling 
closer to $65 if economic uncertainty 
resurfaces.

Gold
Strong investor interest continues to buoy 
gold prices. Demand for gold seems to 
have picked up across the board around 
the world. Many market participants had 
been waiting to see if gold prices would 
hold above $1,000 on a sustained basis 
before they increased their gold purchases. 
Prices have been holding above this level 
for several days now and demand for gold 
has been rising. Strong buying is reported 
to be coming from several funds as well as 
from some central banks. Buying also has 
surged in the futures and options markets. 
As of 17 September combined ETF gold 

holdings were 55.22 million ounces, 
up 1.3 million ounces from the end of 
August. In India there has been an uptick 
in gold jewelry purchases as the festivals 
and wedding season approach. Some 
consumers in India have been buying 
gold recently in expectation that prices 
could be much higher later this year. All of 
this suggests a tightening physical market, 
which has the potential to push prices as 
high as $1,050. A break above that could 
push prices toward $1,200. Profit-taking 
could quickly emerge, however, pushing 
gold toward $970.

Silver
Silver prices could remain firm this week, 
holding above $17.00. If the recent surge 
in prices continues there is a potential 
for silver prices to move toward $17.50 
or perhaps even $18.25. That said, prices 
could come off slightly on short-term 
profit-taking by investors. Any declines in 
prices would be expected to be limited, 
as many fabricators and investors will take 
advantage to purchase on dips. Silver 
could drop to $16.25 — $16.50. Last week 
silver prices rose 2.2%. Silver is entering a 
period of seasonal strength in prices. Silver 
prices seasonally tend to rise during the 

last four months of the year and  the first 
quarter of the following  year. Demand 
from India and the Middle East already 
has begun to pick up ahead of festival and 
marriage seasons. Investment demand 
for silver, both from individual investors 
and institutional investors, continues to 
be strong. This is partly being reflected 
in higher silver prices. Investors continue 
to view silver as a safe haven and hedge 
against financial uncertainty. Combined 
exchange traded fund silver holdings 
stood at 425.3 million ounces on 18 
September.

COMMODITIES
Source: Bloomberg data
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Euro  / Dollar
This week the euro could move slightly 
higher against the U.S. dollar, possibly 
heading toward $1.49. That said, the 
continuation of this pattern will depend on 
good business and economic data which 
has emboldened investors and traders 
to believe that the pre-crisis trends and 
environment might have returned. The 
euro has primarily benefitted from being 
seen as a higher yielding currency than the 

U.S. dollar. Improvement in risk appetite 
amid signs of positive macroeconomic 
data has made many investors move away 
from the safe haven U.S. dollar to other 
currencies such as the euro. The German 
Economic Sentiment index (ZEW) stood 
at 57.7 in September, lower than many 
market participants anticipated but higher 
than 56.1 in August.

Indian Rupee / Dollar
This week the Indian rupee is expected 
to hold around current levels, between 
207 cents — 208 cents per 100 rupee. If 
foreign capital inflows continue to fuel the 
Indian stock markets, there is a possibility 
that the rupee could move above 208 
cents. The movement of foreign funds in 
and out of domestic equity markets is the 
key in determining the direction of the 

rupee against the U.S. dollar. Last week 
foreign institutional investors purchased 
$1.1 billion of Indian equity. As a result, the 
rupee moved higher against the U.S. dollar. 
The Indian benchmark index, Sensex, rose 
2.9% last week. There have been reports 
of rainfall in some of the major agriculture 
regions of India, which also has helped lift 
the rupee.

Sterling Pound / Dollar
The pound may continue to experience 
downward pressure this week, but could 
hold above support at $1.60. After having 
rallied briefly above $1.67, the pound began 
to drift lower early last week. The pound 
then fell sharply after the Bank of England 
(BOE) Governor, Mervin King, provided 
a weak outlook for the economy in the 
United Kingdom. Many market observers 
viewed Governor King’s comments to the 

House of Commons Treasury Committee 
as a sign that the BOE could take further 
action to stimulate the economy. This has 
sparked increased speculation about the 
possibility of interest rate cuts or another 
possible increase in the BOE’s quantitative 
easing program. Much of the decline in 
the pound may already have been seen, 
but a break below $1.60 could spark 
further selling.

Japanese Yen / Dollar
The Japanese yen is expected to weaken 
further this week, moving to toward 108 
cents. The yen was initially stronger against 
the U.S. dollar but then retreated by the 
end of the week. Part of the yen’s strength 
early in the week reflected comments 
made by the Bank of Japan that a stronger 
yen could help increase consumer’s 
purchasing power, which could benefit 
the Japanese economy in the long run. 

However, as the week progressed investors 
came to the view that the yen has been 
overvalued, given the fact that Japan could 
be the first major industrialized country 
to see its government debt officially pass 
200% of its gross domestic product. The 
new Japanese government took office 
last week and has plans for aggressive 
spending in order to boost the Japanese 
economy.

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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