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Gold drops as optimism over US-China trade talks reduce risk premium
Brent oil prices up following a drop in US oil inventory and looming hurricane in Florida
LME Nickel at multi-month highs over supply issues in Papua (Indonesia)
Copper prices rose marginally as sentiment was boosted on progress in resolving the trade war
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Gold drops as optimism over US-China trade talks reduce risk premium

a

Gold corrects marginally as the dollar index and stock markets rallied following positive development
in the US-China trade deal. However, concerns over a slowdown in the global economy are keeping
gold prices near multi-year highs.

Gold prices may find support from dovish policies by several central banks. The US Federal Reserve,
European Central Bank and Bank of Japan are projected to sound dovish seeing a troubled global
economy and may take necessary steps to prevent a slowdown. There is a high possibility that the US
Federal Reserve may cut interest rates by 25 bps in next month’s meeting.

At the annual Jackson Hole Summit, US Federal Reserve Chairman Jerome Powell has said that the
global economic outlook has been deteriorating and that the Federal Reserve will act appropriately to
sustain the expansion. Mr. Powell sounded concerned about the US trade war with China and the
European slowdown, but emphasized that the US economy is close to both its goals of achieving price

stability and full employment.

Outlook

a

We expect gold to find a stiff resistance near $1,568-1583 levels, while an immediate support level can
be seen around $1,501-1,488 per ounce. Gold rallied on fears of a recession amidst uncertainties in the
US-China trade dispute. There is a high possibility that the US Federal Reserve may cut interest rates
by 25 bps in next month’s meeting which will keep gold prices firm over the short term. On progress
over US China trade talks, gold has corrected from the recent highs, which have reduced the risk

premium from the market.

Brent oil prices up following a drop in US oil inventory, looming hurricane in Florida and US China trade talks

4 A decline in U.S inventories and a looming hurricane in Florida are keeping oil prices firm along with
optimism over US-China trade talks.

4 Hurricane Dorian reaching towards Florida has increased fears that offshore US crude producers may
slow output if the storm passes into the Gulf of Mexico over the weekend. It is forecast to strengthen
and become a highly dangerous Category 4 hurricane on Sunday.

4 EIA reported a drop in US oil inventories by 10 million barrels to their lowest levels since October.
Inventories at the nation's main delivery hub in Cushing, Oklahoma fell nearly 2 million barrels, which is
near the lowest level since December.

4 Oil inventories fell more than expected, which eased worries about a fall in demand as the supply
situation will remain tight due to OPEC production measures and low US oil inventories.

4 US-China gave a sign to resume trade talks, and this optimism may support oil prices in the near term.

4 Oil prices to remain up, supported by production cuts from OPEC+; US sanctions have reduced exports
from Iran and Venezuela.

4 Crude oil prices may receive support as major economies might enact stimulus measures to counter a
possible global economic slowdown that could affect oil demand.

Outlook
4 Brent oil may find support near 5820 - 57.60 levels, while an important resistance can be seen around

61 - 6150 levels. We expect oil to trade in a range of 57.60-6150 with a positive trend. A possible
production loss due to the hurricane in Florida and optimism over US-China trade talks may keep oil
prices firm. Drop in US oil inventories is keeping oil prices supported at lower levels.
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LME Nickel at multi-month highs over supply issues in Papua (Indonesia)

a

Shanghai nickel prices hit an all-time high, while nickel prices on the LME are at multi-month highs
following a waste spill at a nickel plant in Papua New Guinea, which sparked fears of supply shortage.
This plant is facing compensation claims and possibly closure after it spilled waste into a local bay.
This plant produces approximately 35000 tonnes of nickel, equivalent to 23% of the metal held in
London Metal Exchange inventories.

The premium for cash nickel over the three-month contracts on the London Metal Exchange has
spiked to a 10-year high of $99 a tonne.

On the LME, warehouse stock holds by single entity is 50%-80% of available LME inventories indicating
tightening supplies further. Nickel inventories in LME-approved warehouses have increased in August,
but are still hovering around a six-year low. LME nickel inventories are at 150,510 mt as on 28th Aug
2018.

Copper prices rose marginally as sentiment was boosted on progress in resolving the trade war between the
US-China

F

The United States and China gave signs on Thursday that they will resume trade talks as the two
economic superpowers discussed the next round of in-person negotiations in September.

4 Copper prices limited gains ahead of monthly PMI data. Factory activity in China is expected to drop
for a fourth straight month in August. The PMI data for August month will provide more hints.

4 Chinese legislators approved a law on Monday that will give the local government the authority to tax
as many as 164 different resources, including fossil fuels, minerals and eventually water.

4 China’s housing market is expected to slow down this year with sales forecast to drop, according to a
Reuters report.

4 China's refined copper cathode imports rose 37.6% in July from the previous month to 292,201 tonnes.
China's imports of copper concentrate rose to an all-time high in July, exceeding 2 million mt for the
first time. This was up 12.6% from July 2018 and over 40% from June as smelting capacity in China
spiked.

4 China wants to boost its infrastructure sector and plans to ease capital requirements for infrastructure
projects in the second half of this year.

Outlook
4 |LME 3M Copper may find a critical support base around 5,700-5,665 levels, while important resistance

could be seen around 5,820-5,855 levels. We expect copper to bounce from support levels over positive
economic news such as stimulus by US & Germany and an infrastructure boost as well as interest rate
reforms in China aimed at boosting the economy. Copper will find fresh support due to progress in US-
China trade talks. Such optimism may improve sentiments and a final solution to the trade dispute
may lead to an increase in demand.
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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. INHOO0006369. 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
] 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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