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ASIA-PACIFIC REGION 

RBA keeps policy on hold; GDP grows in Q1; other data negative 

The Reserve Bank of Australia left its monetary policy unchanged, keeping the benchmark cash 

rate at record low of 2.5% for the 10th moth in a row. Meanwhile, separate reports indicated a 

further deteriorated of the general economic picture of the country. Building approvals and 

retail sales missed forecasts in April, while trade balance unexpectedly swung to a deficit. 

However, the key economic indicator showed that economy was still growing. Australian GDP 

expanded 1.1% quarter-on-quarter in Q1 after adding 0.8% in the preceding period and 

outshining expectations of a 0.9% growth. 

EUROPE 

 ECB cuts rates; deflationary risks remain on spotlight 

The ECB reduced its deposit rate below zero to minus 0.1%, becoming the first central bank that 

uses a negative rate. The institution also cut its benchmark rate to 0.15% from 0.25%; 

economists expected the rate to be lowered to 0.10%. Meanwhile, deflationary concerns 

remained in the forefront of experts’ view – flash CPI estimate dropped to 0.5% in May versus a 

forecast of being steady at 0.7%. The labor market of the single currency bloc showed a slight 

improvement this time – the jobless rate fell to 11.7% in April from 11.8% in March. 

NORTH AMERICA 

U.S. jobs market recovers; trade data deficit widens in April 

Labour market data boosted optimism about the world’s largest economy. In May, U.S. 

employers added 217,000 jobs that is more than the forecast of 215,000. However, the pace of 

increase slowed down from as in April business added 285,000 jobs. The unemployment rate 

held at the lowest level since 2008 of 6.3%, while experts predicted the rate to climb to 6.4% 

last month. At the same time, trade data was negative—trade deficit expanded to $47.2 billion 

in April from $44.2 billion in March and compared to expectations of $40.8 billion. 
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Gold was swinging between small gains and losses throughout last week. From the 

positive side, the yellow metal drew some strength from solid demand from central 

banks – according to the latest IMF report, central banks of Kazakhstan, Turkey and 

Belarus have increased their holdings so far this year. Furthermore, India, the second 

biggest buyer, may increase gold imports as the government is likely to ease import 

restrictions. From the negative side, gold seems to have irrevocably lost investors’ 

favor as they switched to riskier assets as illustrated by equities’ rally across the globe. 

Silver as usual was more volatile than gold but still mostly mirrored the trend of its 

more expensive peer. In fact, the grey metal’s weakness is mainly caused by its close 

association with gold as from the fundamental point of view the metal remained well-

supported. India‘s purchases of silver totaled 6,016 tonnes in 2013, a record-high, and 

considering the buying interest on the country’s market, imports are likely to stay 

strong in 2014. 

Platinum edged lower, ending the week with a 0.5% loss amid signs of progress in 

talks between mining companies and miners in South Africa. Last week, producers 

suffering from a four-month strike showed willingness to consider the pay proposal 

from the labour union.  

Palladium was the only gainer in the commodity group due to supportive 

combination of demand and supply factors. The data released last week indicated that 

total vehicle sales in the U.S. soared to 16.8 million units in May, the highest level 

since January, 2007. Palladium is used for auto-catalyst production. Meanwhile, Russia 

may be a subject to the new round of sanctions that may worsen tough supply 

situation in the world. 
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Aluminum extended its two-week rally amid the ECB move and easing tenions in 

Ukraine. Moreover, expectations of a deficit on the market pushed the lightweight 

metal higher. Recently, United Co. Rusal, the world’s biggest producer, reported that 

global market was likely to swing to a deficit of 1.3 million tonnes this year. Also 

supporting prices, demand from Japan, the biggest importer of the metal in Asia, 

continued to strengthen. Last week, Japanese importers agreed to pay a record fee for 

the base metal, citing solid demand and production cuts. 

Copper started the week on the high note after posting the longest slump in four 

weeks in the week ended May 30. The red metal gained inspiration from a constantly 

growing demand from China that increased its imports in the last three consecutive 

months even despite a slowdown in manufacturing activity. The second biggest 

economy in the world bought 450,000 tonnes of the metal in April, a 7.2% increase 

from March’s figure of 420,000 tonnes. However, later in the week, copper lost its 

spree and ended the week with over 3.5% loss. 

Nickel declined further as the support pertaining to a mine showdown in New 

Caledonia, holder of the second-biggest nickel reserves, waned. Nickel production at 

Vale SA plant is planned to be resumed by June 15 as the firm got government 

permission. The metal touched a two-year high in May after an acid spill exacerbated 

supply worries predominating the markets due to Indonesia’s ban on ore exports. 

Zinc closed almost 2% up last week as demand is on the rise. LME inventories dropped 

more than 35% year-to-date, while global markets recorded a 17,000 deficit in 2013, 

according to the ILSZG report. 
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WTI was mostly headed downwards last week. However, the downswing was limited 

due to positive China’s factory data as well as the EIA supply report. The EIA reported 

on Wednesday that U.S. crude oil supplies fell 3.4 million barrels in the week ended 

May 30 compared to a forecast of a 200,000-barrel rise. Despite a dip in inventories, 

total storage still poses surplus risks – total inventories stood at 389.5 million barrels 

that is the highest level since at least 1982.  

Brent oil was trading in the negative area for the most of the week on concerns that 

the Eurozone may enter deflation. Moreover, Russia and Western powers started a 

dialogue regarding Ukrainian turmoil that de-escalated supply-side worries and as a 

result added pressure on energy futures. However, positive U.S. data and the ECB 

action somehow limited losses. Brent oil ended the week with more than 1% loss. 

Natural gas was moving higher in the first three days of the week as updated 

weather forecasts pointed to above-normal temperatures in the most U.S. territory 

through the week. However, weekly EIA data released on Thursday stopped a climb of 

natural gas prices. Natural gas supplies advanced 119 billion cubic feet, surpassing a 

forecast of a 116-billion-cubic-feet rise. Nevertheless, total inventory numbers 

remained bullish – total U.S. supplies were at 1.499 trillion cubic feet, by 737 billion 

cubic feet down year-on-year and 896 billion cubic feet less than the five-year average.  

Heating oil dived 1.6% last week, being pressurized by weakness in WTI and Brent oil 

futures. The EIA report also was at a play, revealing that U.S. distillate fuel supplies, 

which include heating oil and diesel, rose two million barrels in the week ended May 

30, while experts predicted a one-million-barrel decline. 
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Wheat registered the longest losing streak in 15 years as harvest prospects brightened 

due to favorable weather conditions in the U.S., Ukraine, Belarus and western Russia. 

Meanwhile, spring-wheat seeding in the U.S was 86% complete as of June 1 versus 74% 

in the preceding week and 80% in the same period last year. On Wednesday, the grain 

performed an attempt to rebound on ideas that lower prices would lure more buyers; 

however, the advance was short-lived as on Thursday the European Commission lifted its 

estimate for usable EU output to 144.98 million metric tonnes compared to 143.6 million 

tonnes expected in April. 

Corn dived to a 13-week low in the middle of the week on talks that favorable weather 

will push U.S. production to a record-high this season. Adding pressure, U.S. plantings 

were 95% complete as of June 1 and 76% of them were in ‘good’ or ‘excellent’ condition 

that is the highest rate since 2010. Meanwhile, Ukrainian agricultural ministry said the 

industry has not been affected by the unrest in the country. The sell-off deepened 

further after the USDA said China’s imports in 12 months started June 1 may drop 57%. 

Soybeans was the top loser last week, ending down 18.7% after the USDA said U.S. 

plantings were 78% complete as of June 1, close to the five-year average. Soybeans came 

under additional selling pressure after the USDA reported U.S. imports amounted six 

million bushels in April compared to a forecast of 10-12 million bushels, suggesting that 

supply situation was not as tough as expected. 

Coffee was facing a hard time for a climb and is likely to remain in the bear market for a 

prolonged period as rains in Brazil, top global producer, were beneficial for the damaged 

crops. According to Mercon Group, Brazil’s output may reach 50.5 million bags this year 

compared to 49.5 forecast by the USDA.  
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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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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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