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CRUDE OIL PRICES WERE UP DUE TO HURRICANE SALLY 

 Oil prices were up supported by hurricane Sally on Tuesday, and the same trend continued 

on Wednesday in the Asia session. Though Hurricane Sally has moved away from the oil fields, 

Heavy rains in the region could dampen fuel demand. The hurricane has shut more than 25% 

of US offshore Gulf of Mexico oil and gas production. Oil and chemical ports along the 

Mississippi River could reopen with restrictions, and some offshore operators were preparing 

to return workers to offshore platforms on Thursday. 

 According to the API report, US crude oil inventories fell by 9.5 million barrels last week, 

against a market forecast of 1.3 million barrels, although gasoline inventories increased. An 

official inventory report from EIA will be released later today.  

 Crude oil prices also found support from increasing optimism about the global economic 

outlook, and energy demand, on better-than-expected economic data from China. China's 

August industrial production rose +5.6% y/y, stronger than expected of +5.1% y/y, and the 

fastest pace of increase in 8 months. Also, China's August retail sales rose +0.5% y/y, stronger 

than expectations of unchanged data, and the first increase since the COVID pandemic 

began earlier this year. 

 On other economic data front, the US September Empire Manufacturing Index rose +13.3, to 

17.0, stronger than expectations of +3.2, to 6.9. Conversely, August manufacturing production 

rose +1.0% m/m, weaker than expectations of +1.3% m/m, although July was revised upward to 

+3.9% m/m, from the initially-reported +3.4% m/m. 

 The rally in crude oil was capped, due to an IEA forecast of a drop in oil demand. The 

International Energy Agency cut its forecast for 2020 oil demand growth, due to the 

coronavirus pandemic. In a closely-watched monthly report, the IEA trimmed its outlook for 

worldwide oil demand growth to 91.7 million barrels per day. This marks a contraction of 8.4 

million BPD year-on-year, more than the 8.1 million BPD contraction, predicted in the August 

report. 

 Meanwhile, the OPEC also cut its estimates for world demand by 400,000 barrels a day, for 

both this year, and the next. It now sees a drop in demand of 9.5 million barrels a day in 2020, 

and a rise of 6.6 million barrels in 2021. 

Outlook 

 Crude oil prices are holding firm, due to production damage in the Gulf of Mexico, which has 

been affected by the hurricane and positive economic data globally. We expect a broader 

trend in crude oil to remain negative for the short-term, due to abundant supplies from the 

US and OPEC+ nations. WTI crude oil could find support near the 10-days EMA at 38.7, and the 

critical resistance level around the 200-days EMA of 40.95. 

 

GOLD PRICES TO GET FURTHER DIRECTION FROM THE FED MEETING LATER TODAY 

 Gold prices are trading firm today. Meanwhile, it may get further direction from US Federal 

Reserve's policy meeting later today.  

 The Fed decision will be followed by a news conference, by Chairman Jerome Powell. The US 

central bank, last month, adopted a more accommodative approach to inflation, and pledged 
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to keep interest rates low for longer. Lower US interest rates are supportive  for gold prices. 

 Meanwhile, European economic data on Tuesday was bearish for gold, but positive for silver, 

and industrial metals demand. The German September ZEW expectations index 

unexpectedly rose +5.9, to a 20-1/4 year high of 77.4, stronger than expectations of -2.0, to 69.5. 

 Gold found support from speculation that the ECB may boost stimulus measures to fight the 

risks of deflation. ECB Executive Board Member, Panetta, said on Tuesday that "the results 

achieved by our monetary policy measures are not fully satisfactory yet, as price pressures, 

and inflation expectations are expected to remain subdued." 

 Gold prices are likely to find support from the ongoing COVID pandemic. It has curbed global 

growth prospects, and prompted the world's central banks to maintain, or even expand their 

QE programs, which is bullish for gold demand, as a store of value. The COVID virus has now 

infected 29.487 million persons globally, with deaths exceeding 933,000. 

Outlook  

  Gold prices are trading higher, following weakness in the Dollar Index. The focus is shifting 

towards the Fed meeting later today. Gold prices are likely to find support near the 50-days 

EMA at $1,928, while a crucial resistance could be seen around $1,994 and $2,007 per ounce. 

 

ALUMINIUM – UPTREND INTACT 

 The US has said on Tuesday that it will remove 10% tariffs on raw Canadian aluminium, as 

long as imports of the metal stay below certain levels that are expected to “normalize” over 

the next four months. In response, Canada dropped a threat to impose billions of dollars of 

retaliatory tariffs and sections, marking the end of a trade spat between the two North 

American nations. 

 According to the U.S. trade representative’s office, the decision came after consultations with 

Canada determined that aluminium imports, during September-December 2020, are 

expected to fall 50% from the January-July period of the current year. 

 Inventory (on warrant) at SHFE has shrunk by 53%, from 305,203, to 144,853 mt, while LME 

inventory has increased by almost 29%, from 1,014,425, to 1,255,675 mt, since 1st April, 2020; this 

has given rise to the prices in China being at a premium to that in London. Parity, which is the 

difference between the SHFE and the LME, after calculating for the VAT and the currency, is 

currently trading at 670 Yuan, indicating a strong trend for Chinese aluminium, driven by 

fundamental demand for the metal. 

 Aluminium cash to three month difference, which is the difference between cash and rolling 

three months on the London Metal Exchange, is trading at a discount of $39, signifying lower 

spot demand on the LME.  

 

Outlook 

 Aluminium is trading above the 20-days SMA in a higher high, higher low formation, indicating 

the trend to be positive. Aluminium could trade with a positive bias, and rise further towards 

$1,815 & $1,830 levels, while support is seen at $1,770 & $1,740 levels. 
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Membership Details: 

MCX Member ID: 40385 / SEBI Reg. No. INZ000032733;  

NCDEX: Member ID F00681 / SEBI Reg. No. INZ000032733 

 

The following Disclosures are being made in compliance with the SEBI Research Analyst Regulations 2014 (herein after referred to as the Regulations). 

ABans Broking Services Pvt. Ltd. (ABSPL) is a SEBI Registered Research Analyst having registration no. INH000006369. ABSPL, the Research Entity (RE) as 

defined in the Regulations, is engaged in the business of providing Stock Broking services. ABSPL is a subsidiary company of ABans Finance Pvt. Ltd. 

(AFPL). AFPL is an NBFC, registered with the RBI, in the category of non-acceptance of public deposits. 

One of the group companies of ABSPL is ABans Securities Pvt. Ltd. (ASPL) which is a SEBI registered member with NSE, BSE and MSE stock exchanges. 

ASPL is also a Depository Participant of CDSL. ABans Commodities Pvt. Ltd. (ACIPL) is another group entity which is also a registered member with MCX in 

the Commodity segment. Further details are available on the group website www.abans.co.in Mandatory Disclosures as per the Regulations: 

 Ownership & Material conflicts of interest – 

 Whether the Research Analyst or ABSPL, or his associate or his relative has any financial interest in the subject company and the nature of 

such financial interest – No 

 Whether the Research Analyst or ABSPL, or its associates or relatives, have actual/beneficial ownership of 1% or more securities of the subject 

company, at the end of the month immediately preceding the date of publication of this research report or date of the public appearance - No 

 Whether the Research Analyst or ABSPL, or his associate or his relative, has any other material conflict of interest at the time of publication of 

this research report or at the time of public appearance - No 

 Receipt of Compensation – 

 Whether ABSPL, or its associates have received any compensation from the subject company in the past twelve months – No 

 Whether ABSPL, or its associates have managed or co-managed public offering of securities for the subject company in the past twelve 

months – No 

 Whether ABSPL, or its associates have received any compensation for investment banking or merchant banking or brokerage services from 

the subject company in the past twelve months – No 

 Whether ABSPL, or its associates have received any compensation for products or services other than investment banking or merchant 

banking or brokerage services from the subject company in the past twelve months – No 

 Whether ABSPL, or its associates have received any compensation or other benefits from the subject company or third party in connection with 

the research report – No 

 Whether the Research Analyst has served as an officer, director or employee of the subject company – No 

 Whether the Research Analyst or ABSPL has been engaged in market making activity for the subject company – No 

 Other material disclosures, if any  

 

Disclaimer: 

The information and opinions contained in the document have been compiled from sources believed to be reliable. The company does not warrant its 

accuracy, completeness and correctness. Neither ABans Broking Pvt. Ltd. (ABSPL), nor its directors, employees or affiliates shall be liable for any loss or 

damage that may arise from or in connection with the use of this information. The document is not, and should not be construed as an offer to sell or 

solicitation to buy any securities. This document may not be reproduced, distributed or published, in whole or in part, by any recipient hereof for any 

purpose without prior permission from “ABans Broking Services Private Limited”. Your feedback is appreciated on compliance@abans.co.in 
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