Forexserve

Logic Meets Intuition

August 29, 2024

Weekly Commodity Research Report

By: Forexserve

Delhi| Mumbai | Kochi
Email: info@forexserve.com

Contact: 911147069490



mailto:info@forexserve.com

Commodity
Copper
Aluminium

Zinc

Nickel
Lead

LME Cash Price

Bid

9103.25 9104.25
2438.75 2438.25
2832.25 2830.75
16742 16732
2014.5 2013

LME 3M Future

Commodity

Copper

Bid

Aluminium

Zinc

Nickel

Lead

Data Source: Reuters, LME, KITCO

A
Forexserve

Logic Meets Intuition

Copper

Copper futures have fallen, weighed down by
weak economic data from major economies and
ongoing demand concerns, particularly in China.
Despite a slight uptick in China's physical copper
demand, market sentiment remains cautious due
to weak factory output and low confidence in the
struggling property sector. An unexpected surge
in Chinese copper exports triggered a significant
sell-off, pushing prices down 16% from May's
record highs. In June, China exported 158,000
metric tons of refined copper, with first-half
exports totaling 302,000 tons, surpassing any
full calendar year since 2019. However, this
surge is tapering off, with July shipments
dropping to 70,000 tons. SHFE stocks have been
declining since early July, now 75,000 tons below
the June peak at 262,206 tons. Expectations of
U.S. Federal Reserve rate cuts in September have
also lifted sentiment, offering some support to
commodity prices.

Aluminium

Aluminum futures were above $2,480 per tonne
in August, marking a six-week high driven by
increased fund buying as markets shift towards
a more positive outlook. The recent uptick is
seen as a correction towards fair value after
aluminum's significant drop last month.
Additionally, China's aluminum imports
unexpectedly rose by 11.5% year-on-year in
July, despite strong domestic production. The
market is also facing pressure from a rising cost
of alumina, the key raw material for aluminum
production, as cuts in Australian refineries have
tightened supply. This shortage has led to a
significant drawdown in alumina inventories,
further supporting the price rally. Furthermore,
LME aluminum inventories have dropped 22%
over the past three months to 877,950 tons, the
lowest since early May. Meanwhile, China, the
world's largest aluminum producer, saw
primary aluminum output surge 6% year-on-
year in July to 3.68 million metric tons, the
highest monthly output since 2002. This
increase is driven by new projects in Inner
Mongolia and strong production from other
major regions, despite recent price declines.
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Nickel

Nickel prices have rebounded to $17,050 per
tonne, recovering from a six-month low, though
they remain well below the highs seen in 2022
and 2023. The rapid expansion of Indonesia's

MCX Spot Price

Commodity Bid nickel industry has created an oversupply,
pushing prices down. Although prices briefly rose
Copper earlier this year due to geopolitical tensions and

sanctions, the market has continued to decline
since. Analysts anticipate ongoing challenges,
Zinc with primary nickel stocks expected to reach a
Nickel four-year high in 2024, likely preventing any
significant price recovery. As a result, BHP Group
Ltd. has suspended its Nickel West operations
and the West Musgrave project in Western
Australia due to the weaker price environment.

Aluminium

Lead

Zinc

Zinc prices declined, driven by concern over weak

demand from China and a rebound in the U.S.

dollar, which led to selloffs by funds and
MCX 1M Futures Price producers. The ongoing weakness in China's
factory output and low confidence in the
struggling property sector have raised doubts
about the sustainability of zinc's recent upward
Aluminium momentum. The recovery of the U.S. dollar from
Zinc its one-year low added further pressure on metals
prices as traders awaited key economic data that
could influence the Federal Reserve's upcoming
September policy meeting. Additionally, any
positive developments in China's property sector
could provide additional support for zinc.
Meanwhile, a rise in zinc mine supply is expected,
particularly from new projects in Africa and South
America, which could push the market into
surplus by 2025. However, analysts remain
cautious, indicating that the expected growth in
supply may not be as strong as anticipated.

Lead

Commodity Bid
Copper

Nickel
Lead

LME Warehouse Stock (Tonnes)

LME lead prices fell sharply, dropping more than
Stock 2% overnight, driven by a rebound in the US
Dollar Index and ongoing concerns over demand.
Copper 322950.00 Despite this recent decline, lead prices have risen
Aluminium 856725 -3500 by 1.89% since the start of 2024. Additionally,
Zinc 046325 ~3300 warehouse stocks for lead continued to decline
throughout August. Overall, lead prices have
rebounded from the low of $1,958 reached on
Lead 182750 -725 August 6, 2024, supported by lower inventory
levels and increasing expectations of a rate cut by
the Federal Reserve.
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1. |Copper

LME 3M Copper $9289: Copper is
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holding its ground and seems to be
heading towards monthly closing with no
gain/loss scenario. The long legged doji
candle implies that entire sell off in the
market was absorbed, that too while
withstanding the uptrend. This is positive
for the unit. As of now, in absence of any
contrary signals, we expect Copper prices
to stay in uptrend, drawing support from
weak USD going forward.

We suggest end users to buy the metal on
dips toward $8900-$9000 range to stay
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with the trend. Traders can hold on to the
long positions with stops at $8600.

2. Nickel
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LME 3M Nickel $17030: Nickel prices
have been inching upwards from the low
of 16K seen earlier this month. The price
is now at 23.6% fib resistance and 3
months moving average, which can offer
some resistance to buyers. However the
broader oversold market conditions could
mean further gains for the metal 18K-
) 18.5K range, especially if supported by
overall gains in base metals space.
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From risk management perspective, it
would be prudent to buy at least 1-2
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months requirement at current prices.
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2. Zinc
[ Zm Futures, M, <cm) 02703.00 H2947.00 L2553.00 C2891.00 Lo
mgl LME 3M Zinc $2890: Zinc prices gained
«| during the month in line with other base
" | m metals and managed to stay within the larger
e |‘ || |L «s| uptrend which started in March this year.
|1|-I' |I / |'I| | , This is positive for the metal. Overall we see
& ,.'F "'"l W i l|i|J' / | the metal prices are still within the lower
I",,,.ll "'JI|I | 1 .-l | quarters in comparison with other asset
II-|.I|'l =l classes and therefore look set to enjoy the
ey T "'l USD weakness in medium term.
3. Aluminium
Al e “w=| LME Aluminium 3M Futures $2473:
0 MEID .| Aluminium prices are seeing some profit
||I| ==l taking after sharp rally from the lows of
|,|| I 1 $2172 to peak of $2553 seen this month.
| || ! l'| || =« While the metal may see some more selling
‘| | I| | 4 FI towards $2385-$2425 in a bid to resolve the
| -~| || |||| q] ﬁl overbought conditions, it would be prudent
| ! | ||| to maintain the buying stance in a gradual
II | ‘l | |I ||-|| | | .| manner to bring down the average holding
P w=|  price. Traders can hold on long positions with
31 - "1 stops below $2300.
4. Lead
= Aluminium, W, (CFD) 02537.00 H2558.00 L2461.00 C2474.00 ® Darket Closec Loam 0
ok - BB S =] LME 3M Lead $2072: The lead futures
Wi+ O] 300 | have been trading in familiar range of
I || |I| | $2020-$2120 over last few weeks after
| | ' |',-| II recovering from heavy losses seen in first
l | ’ B week of this month. Given the otherwise
I-‘ ||| || H positive outlook for metals, it would be
| || | ;1 m| prudent to keep buying the metal in
' ||I| ‘lllll ||-. I | I &;% current range to meet the procurement
|| | targets. Bulk buying can be done around
—_——— o] $2000 mark if seen.
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Disclaimer

Nothing in this report constitutes investment, legal, accounting and tax advice or a representation
that any investment or strategy is suitable or appropriate to the recipient’s specific circumstances.
The commodities, derivatives and strategies discussed and opinions expressed, if any, in this report
may not be suitable for all investors, who must make their own investment decisions, based on their
own investment objectives, financial positions and needs of specific recipient.

This report may not be taken in substitution for the exercise of independent judgment by any recipient.
Each recipient of this report should make such investigations as it deems necessary to arrive at an
independent evaluation of an investment in the commodities referred to in this report (including the
merits and risks involved), and should consult its own advisors to determine the merits and risks of
such an investment

Forexserve, its Directors, affiliates and any other entity so related shall not be held responsible for any
gain/loss incurred by an investor, institutional and/or individual, based on the above research and
opinions.
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