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Natural Gas futures rebounded on weather-driven demand outlook

Silver drops due to strength in the Dollar Index
Zinc: near a support zone
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NATURAL GAS FUTURES REBOUNDED ON WEATHER-DRIVEN DEMAND OUTLOOK

Natural Gas futures on Wednesday rallied, following a positive demand outlook, due to
weather forecast, and new storage estimates.

This price movement reflects the anticipation of a winter rally, where December contracts
traded above $3.0. Cold temperatures are likely to move into the US states later this month,
which could boost heating demand for Natural Gas. Cold weather is anticipated to be
entering half of the US, during September 28 — October 7.

EIA weekly inventory report will be released today, for the week ending September 18.
Bloomberg survey estimates are ranging from 68 Bcf to 82 Bcf, with a median of 77 Bcf.
Current inventories of natural gas in US are up +16.5% y/y, and are +13.2% above the 5-year
average.

Increased export demand also supported the upside move in natural gas. The natural gas
flows to US LNG export terminals were at 4.0 bcf on Wednesday, which are up +2.7%, from
Tuesday.

Meanwhile, US natural gas production continues to be weak and was down -10.8% vy/y, at
83.387 bcf/d, according to Bloomberg data.

Outlook

A

Natural Gas prices are likely to find support from the change in weather conditions, from
September 28 to October 7. Nymex Natural Gas October expiry contract is likely to find key
support levels around the 20-days EMA at $2.231, and the 10-days EMA at $2.16. Meanwhile,
significant resistance could be seen at $2.441-$2.675 levels.

SILVER DROPS DUE TO STRENGTH IN THE DOLLAR INDEX

F

A rally in the Dollar Index to a 1-3/4 month high on Wednesday has pushed precious metals
down. Silver prices are now trading near 22125, and are down nearly 26% from the August
month high of 29.915. Due to significant weakness in Silver, the Gold to Silver ratio is currently
trading near the 83.88 mark, which is 21% higher from this month’s low of 68.87.

Global manufacturing data was supportive for industrial metals demand. The U.S. September
Markit Manufacturing PMI rose +0.4, to 53.5, which was as per expectations, and also the
fastest pace of expansion in 20 months. Also, the Eurozone September Markit Manufacturing
PMI rose +2.0, to 53.7, stronger than expectations of +0.2, to 51.9, and the fastest pace of
expansion in 2 years. In addition, the Japan September Jibun Bank Manufacturing PMI rose
+0.1, to a 7-month high of 47.3.

Precious metals are likely to find support from dovish Fed comments. Fed officials signalled
on Wednesday that they favoured an additional debt-fuelled fiscal stimulus measures.
Cleveland Fed President, Mester, has said that the U.S. economy "is still in a deep hole," and
more fiscal support will be needed for recovery. Also, Fed Vice Chair, Clarida, has said,
"additional fiscal support will likely be needed" to support the economy, and the Fed "won't
consider" an interest rate increase, until it achieves 2% inflation, for at least a few months, as
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well as full employment.

Outlook

Weakness in silver could continue further, while remaining below the critical resistance level
of the 50- days EMA of $25.47. Significant support levels could be seen around the 200-days
EMA of $21.191.

ZINC: NEAR A SUPPORT ZONE

Treatment charges (TC) of domestic zinc concentrate stood at 5,300 Yuan per metric tonne,
which is 200 Yuan lower than the treatment charges in early September. Further, TCs are
declining since the previous month, suggesting tight supply of zinc ore.

The active Zinc contracts on the Shanghai Futures exchange is trading near 19,645 Yuan, and
the spot premiums are trading at a premium of 150-180 Yuan/mt. Zinc smelters in China have
started to increase inventory and stockpile raw material before the winter, and a few mines
could suspend production in October, which could further tighten the supply of both zinc ore
and refined metals.

SHFE inventory for Zinc has declined in China. Inventory (on warrant), since 1st April, has
declined by 80%, from 87,713 mt, to 17,722 mt. On the other hand, inventory on the LME has
increased by 327%, from 48,775 mt, to 204,275 mt. It is the drawdown in the Chinese inventory,
which is supporting the Zinc rally.

Ample metal at the LME has ensured that cash zinc is trading at a discount of $20 over the
three-month contract; however, this discount has reduced from $33.50, which was seen in the
first week of September, signifying tighter near term supply.

Zinc parity (price comparison between LME & SHFE in terms of Yuan adjusted for Vat and
currency), is currently trading at 483 Yuan, which is above the zero level, indicating Chinese
demand.

Outlook

A

Zinc has declined this week, and is trading near the support zone. The correction experienced
is organic, and it appears that a rebound could be witnessed from just below the current
levels. The medium-term trend remains positive, and we could see zinc rebounding from the
$2,385-$2,355 levels towards $2,440 & $2,485 levels.
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DISCLOSURE & DISCLAIMER: ABANS BROKING SERVICES PVT. LTD. (ABSPL)

Prepared by:

Mr. Kamlesh Jogi | Market Research Analyst
email: kamlesh.jogi@abans.co.in

Phone: +9122 68354176 (Direct)

Abans Broking Services (P) Limited

36, 37, 38A, 3rd Floor, 227 Nariman Bhavan, Backbay Reclamation, Nariman Point, Mumbai-400 021
Phone +9122 61790000 | Fax +9122 61790000

Email: info@abans.co.in | Website: www.abans.co.in

Membership Details:
MCX Member ID: 40385 / SEBI Reg. No. INZOO0032733;
NCDEX: Member ID FO0681/ SEBI Reg. No. INZOO0032733

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. INHOO0O006369. 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 —
4 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
4 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
4 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
F Receipt of Compensation —
4 Whether ABSPL, or its associates have received any compensation from the subject company in the past twelve months — No
4 Whether ABSPL, or its associates have managed or co-managed public offering of securities for the subject company in the past twelve
months — No
4 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
4 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
4 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
F 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 aoffiliates 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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