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Gold Extends the Annual Decline Wednesday, July 29, 2015  
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Gold prices dropped to the lowest level since 2010 over the week ending July 24, 

marking the longest losing streak since the year of 1996, as a stronger Greenback 

made dollar-priced commodities less attractive for overseas investors. On the 

weekly basis, bullion slid to $1,090 per ounce, losing around 4% of its value. 

Furthermore, holdings in SPDR Gold Trust have reached their lowest since 2008 

mark of 22.17 million ounces. Meanwhile, the outlook of the precious metal 

continues to be bearish, as it cannot compete with yield-bearing assets, if rates are 

hiked. Moreover, it was released that Hedge funds are holding net-short position 

for the first time ever, thus indicating that hedge fund outlook is pessimistic for the 

precious metal.  

Silver futures sank to their six-year low, following the expectations that the Fed 

will raise interest rates as soon as September 2015 and weaker than forecasted 

economic data from China. Futures for delivery in September fell 1.45% to $14.48 

per troy ounce on the Comex, while the prices dropped 2.05% to settle at $14.40 a 

troy ounce over the week. 

Platinum futures for October delivery fell 0.78% on the week to $988.15 per ton, 

as positive sentiment for the Dollar drove commodity prices lower throughout the 

week without any significant fundamentals. However, the world’s third largest 

platinum miner, Lonmin Plc, announced that it will cut its annual output by 

100,000 ounces during the following two years.   
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Industrial Metals are Under Pressure 
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Copper prices dropped around 5%, or 11.5 cents amid the concerns over the 

Chinese economic health. The Chinese manufacturing PMI shrank for the fifth 

straight month, thus further raising worries over slowing demand from the world’s 

largest metals consumer. Metal's futures for delivery in the September month on 

the Comex slid 0.13% to trade at $2.382 per pound on Friday, following the 

session's low of $2.350, last recorded in 2009. In addition, Markit’s flash PMI 

declined to 53.7 in July compared to the expected reading of 54.0. Copper futures 

decline was further caused by a strong US jobs data, as jobless claims fell by 26,000 

to 255,000, the lowest level since 1973. 

Aluminum prices dropped to six-year lows by the middle of the week, as the official 

data showed the record output of metal in China, over the already existing world 

oversupply. Meanwhile, Indian Mine Ministry proposed to double Aluminum import 

tax in order to protect local producers from cheap imports from Middle East and 

China. Prices for Aluminum are likely to stay under a pressure in the light of 

concerns on further growth in metal glut.   

Nickel prices dropped sharply after Chinese manufacturing activity fell to a 15-

month low last week. Metal's futures for delivery in August were down $0.06 to 

settle at $11.39 per kg, while nickel for delivery this month lost $0.06 to trade at 

$11.26 at the Multi Commodity Exchange. 
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Oil Follows the Downtrend 
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Crude and Brent oil prices continued the downward trajectory amid the overall 

bearish trend on the global oil market supported by the Iranian nuclear deal. 

Futures briefly traded below the $48 support level on Friday. Brent crude oil futures 

slid 5.61% to settle at $54.62 a barrel, while futures for WTI slipped below the $50 

mark, losing 6.05% to close the session at $48.14 per barrel. Meanwhile, a stable 

Dollar with low volatility does not allow prices to recover, so the global oil 

oversupply is believed to remain unchallenged by demand for a longer time. As a 

matter of fact, Iran reportedly holds 30 million barrels of crude oil in inventories, 

and is ready to export that, when sanctions are lifted.  

Natural gas slid to $2.775 per million British thermal units. Traders saw that the 

technical indicators outweighed strong fundamental figures. Moreover, weather 

forecasting models indicated above-normal temperatures throughout most of US 

during this week. Furthermore, US natural gas inventories jumped by 68 billion 

cubic feet to 2.828 trillion cubic feet, which is 28.2% higher than during the same 

week in 2014.   

Heating oil futures for delivery in August  dropped 0.16% to settle at $1.6520 per 

gallon on the Nymex. 
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Demand for Cocoa Beans Slipped 12% 
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Cocoa contracts for September delivery slipped 1.8% at $3,181 a ton on Friday, 

expanding the fall in prices to 5.2% over the last two weeks. Among the reasons of 

such decline was weak demand figures from Asia. According to the Cocoa Association 

of Asia, demand for grinding dropped 12% in the second quarter from year-ago 

levels. However, forecasts for cocoa prices stayed positive, as Ivory Coast, biggest 

producer and exporter of the bean, is ready for a supply squeeze. Experts foresee 

new highs for cocoa of the end of the year. “With expectations of a global deficit this 

season, we expect prices to strengthen further, with potential spikes in the run-up to 

the new season in October as farmers withhold beans from the market in 

expectation of higher fixed prices in 2015-16", said Ecobank. 

Corn and wheat futures declined sharply just as rest of the commodities during the 

past week. Corn prices plummeted around 7% to $392.12, while wheat slipped 6% to 

$512.38 by Friday’s closing bell. However, prices were lower on a better harvest 

outlook for corn and wheat than previously. 

Soybeans suffered a decline in price, slipping 1.9% to trade at $9.91 ¼ a bushel for 

delivery in August, while best-traded new crop for November delivery closed the 

session 1.8% down at $9.65 per bushel. With the latest weather forecasts being very 

favorable for the fall harvest, concerns over the US export demands against foreign 

competition are rather positive. 
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Correlation Matrix 
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Commodities 

 Gold - COMEX active contracted (USD/t o.z.) 

 Silver  - COMEX active contract (USD/t o.z.)  

 Platinum - New York Mercantile Exchange active contract (USD/t o.z.) 

 Palladium - New York Mercantile Exchange active contract (USD/t o.z.) 

 Aluminum-Active contract of primary aluminum of minimum 99.2% purity at the 

LME (USD/MT) 

 Copper –Active contact of electrolytic copper at the LME (USD/MT) 

 Zinc - Active contract of zinc od minimum 99.995% purity at the LME (USD/MT) 

 Nickel– Active contract of nickel of 99.8% purity at the LME (USD/MT) 

 Crude oil - light, sweet crude oil active contract on the New York Mercantile    

Exchange (USD/bbl.) 

 Brent oil - Brent oil active contract on the ICE Futures Europe (USD/bbl.) 

 Natural Gas - natural gas active contract on the New York Mercantile Exchange 

(USD/MMBtu) 

 Heating oil - heating oil active contract on the New York Mercantile Exchange 

(USD/gal.) 

 Wheat - wheat active contract on the Chicago Board of Trade (cents/bu) 

 Corn - corn active contract on the Chicago Board of Trade (cents/bu) 

 Coffee - benchmark Arabica coffee active contract on the NYB-ICE Futures 

Exchange  

 Soybeans -active contract on the Chicago Board of Trade (cents/bu) 

Indices 

 S&P GSCI Precious Metals Total Return Index - commodity group     subindex 

composed of gold and silver; the index reflects return on underlying commodity    

futures price movement 

 S&P GSCI Industrial Metals Total Return Index  - commodity group     subindex 

composed of futures contracts on aluminium, copper, lead, nickel and zinc 

 S&P GSCI Energy  Total Return Index - commodity group subindex    composed of 

futures contracts on crude oil, Brent oil, RBOB gas, heating oil, gas oil and natural gas 

 S&P GSCI Agriculture Total Return Index  - commodity group subindex      composed of 

futures contracts on wheat, red wheat, corn, soybeans, cotton, sugar, coffee and cocoa 

Indicators 

Long-term price forecasts-aggregated price forecasts based on predictions of 20 

international banks forecasts 

USDA Wasde Total Estimated Inventories (Today)-current level of inventories of wheat in 

1000 MT, corn in 1000 MT, soybeans in million bushels and green coffee in 1000 bags 
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EXPLANATIONS 
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Disclaimer 
Everything in this article, including opinions and figures, is provided for informational purposes only and may not be interpreted as financial advice or solicitation of 
products. Dukascopy group assume no responsibility for the completeness or the accuracy of any data contained in this article. Financial figures indicated in this 
article have not been verified by the Dukascopy group. Views, opinions and analyses are those of the author of the article, and are not endorsed by the Dukascopy 
group.  
 
Dukascopy group waive any and all warranties, express or implied, regarding, but without limitation to, warranties of the merchantability or the fitness for a 
particular purpose, with respect to all information in this article. Dukascopy group shall under no circumstances be responsible for any direct, indirect, consequential, 
contingent or any other damages sustained in connection with the use of this article. 
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