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NOTE: Bull/Bear and Bear/Bull strategies are derive d from combining the technical rating with the fund amental 

rating for each market, with weightings of 15% and 85% respectively (with final model ratings rounded to the 

nearest five). Refer to the back page for a breakdo wn of each market’s technical and fundamental ratin gs. 

 



 

Charts last updated 17th November 2008. Charts shown here are continuous contracts and are updated each Monday 
or as otherwise stated. For a front month daily chart (continuous contract) of each market please click on its name.  

Please note disclaimer on last page  
 

 
 

DJIA 8425 Strategy: Bull/Bear 65/35  
 

 
Source: eSignal 

 

General bullish factors General Bearish factors 

·  The Fed has been operating an expansionary 
monetary policy in an attempt to promote 
‘cheaper’ money – this is supportive for corporate 
profitability. 

·  Inflation can cause increases in nominal stock 
prices although in real terms prices will fall. 

·  A relatively weak US dollar has provided a boost 
to export earnings prospects. 

·  Markets have declined significantly in 2008 and 
could have factored-in the worst already. 

·  Various private equity deals and leveraged buy-
outs are now in trouble and banks will be left with 
marked down loans that are hard to sell. 

·  A range of macroeconomic data indicates the US 
is in the midst of a significant slowdown. 

·  Recent strengthening of the US dollar has 
reduced earnings prospects for the export sector. 

·  Credit crisis has increased borrowing costs, which 
affects both consumers and corporations. 

 
Last session analysis:  Stock markets gained in the final hour of trade, reversing earlier falls. A gain of 14 
percent for Hewlett-Packard led a rally for tech stocks, while energy stocks also rose despite more weakness in 
oil prices. Before the late session rally, indices were weighed down by the release of worse-than-expected 
builder confidence data. The National Association of Home Builders/Wells Fargo Index of builder confidence fell 
to its lowest level since records began in 1985. 
 
Fundamental outlook : Overall, we expect the equity markets to remain volatile and choppy. Given the massive 
falls in the indices of late there is the potential for a sharp rebound if market sentiment improves, however 
underlying the day-to-day market fluctuations in sentiment, the market must now face the reality that US, Europe 
and other economies are facing negative economic growth. Whilst we believe the bias is to the upside in the 
medium-to-longer term as the stock markets slowly recover from the ravaging fallout of the credit crisis, it could 
be some time before a strong trend emerges. 



 

 
S&P 500 859 Strategy: Bull/Bear 65/35  

 

 
Source: eSignal 

 

General bullish factors General Bearish factors 

·  The Fed has been operating an expansionary 
monetary policy in an attempt to promote 
‘cheaper’ money – this is supportive for corporate 
profitability. 

·  Inflation can cause increases in nominal stock 
prices although in real terms prices will fall. 

·  A relatively weak US dollar has provided a boost 
to export earnings prospects. 

·  Markets have declined significantly in 2008 and 
could have factored-in the worst already. 

·  Various private equity deals and leveraged buy-
outs are now in trouble and banks will be left with 
marked down loans that are hard to sell. 

·  A range of macroeconomic data indicates the US 
in the midst of a significant slowdown. 

·  Recent strengthening of the US dollar has 
reduced earnings prospects for the export sector. 

·  Credit crisis has increased borrowing costs, which 
affects both consumers and corporations. 

 
Last session analysis:  Stock markets gained in the final hour of trade, reversing earlier falls. A gain of 14 
percent for Hewlett-Packard led a rally for tech stocks, while energy stocks also rose despite more weakness in 
oil prices. Before the late session rally, indices were weighed down by the release of worse-than-expected 
builder confidence data. The National Association of Home Builders/Wells Fargo Index of builder confidence fell 
to its lowest level since records began in 1985. 
 
Fundamental outlook : Overall, we expect the equity markets to remain volatile and choppy. Given the massive 
falls in the indices of late there is the potential for a sharp rebound if market sentiment improves, however 
underlying the day-to-day market fluctuations in sentiment, the market must now face the reality that US, Europe 
and other economies are facing negative economic growth. Whilst we believe the bias is to the upside in the 
medium-to-longer term as the stock markets slowly recover from the ravaging fallout of the credit crisis, it could 
be some time before a strong trend emerges. 

 



 

 
NASDAQ 1156 Strategy: Bull/Bear 65/35  

 

 
Source: eSignal 

 

General bullish factors General Bearish factors 

·  The Fed has been operating an expansionary 
monetary policy in an attempt to promote 
‘cheaper’ money – this is supportive for corporate 
profitability. 

·  Inflation can cause increases in nominal stock 
prices although in real terms prices will fall. 

·  A relatively weak US dollar has provided a boost 
to export earnings prospects. 

·  Markets have declined significantly in 2008 and 
could have factored-in the worst already. 

·  Various private equity deals and leveraged buy-
outs are now in trouble and banks will be left with 
marked down loans that are hard to sell. 

·  A range of macroeconomic data indicates the US 
in the midst of a significant slowdown. 

·  Recent strengthening of the US dollar has 
reduced earnings prospects for the export sector. 

·  Credit crisis has increased borrowing costs, which 
affects both consumers and corporations. 

 
Last session analysis:  Stock markets gained in the final hour of trade, reversing earlier falls. A gain of 14 
percent for Hewlett-Packard led a rally for tech stocks, while energy stocks also rose despite more weakness in 
oil prices. Before the late session rally, indices were weighed down by the release of worse-than-expected 
builder confidence data. The National Association of Home Builders/Wells Fargo Index of builder confidence fell 
to its lowest level since records began in 1985. 
 
Fundamental outlook : Overall, we expect the equity markets to remain volatile and choppy. Given the massive 
falls in the indices of late there is the potential for a sharp rebound if market sentiment improves, however 
underlying the day-to-day market fluctuations in sentiment, the market must now face the reality that US, Europe 
and other economies are facing negative economic growth. Whilst we believe the bias is to the upside in the 
medium-to-longer term as the stock markets slowly recover from the ravaging fallout of the credit crisis, it could 
be some time before a strong trend emerges. 



 

 
 

VIX 67.64 Strategy: Bear/Bull 70/30  
 

 
Source: eSignal 

 

General Factors 

·  VIX is the ticker symbol for the Chicago Board Options Exchange Volatility Index, a popular 
measure of the implied volatility of S&P 500 Index options. Referred to by some as the ‘fear index’, it 
represents one measure of the market's expectation of volatility over the next 30 day period. 

·  When the market is trending steadily upwards, there is generally a low level of volatility in the market 
as complacency sets in and more call options are bought than put options. Conversely, when a 
market is falling, there is generally widespread panic in the market causing a high level of volatility 
as more put options are bought than call options. 

·  The VIX is often used as a contrarian indicator: the higher the VIX, the more Bearish the market is 
and conversely, the lower the VIX, the more bullish the market. 

·  The VIX moved to the 42-45 range in July, August and October 2001-02 as the equity markets 
made their bear market lows. By comparison, the VIX traded between 10-12 in December 2006. 

 
Last session analysis:  The VIX declined 1.51 to settle at 67.64. 
 
Fundamental outlook : The VIX has in recent weeks reached historic highs in recent weeks as panic in global 
markets intensified. The potential for falls from current levels is high although the VIX will likely remain at 
elevated levels in the near term. 



 

 
Gold (Feb): $733.60 Strategy: Bull/Bear 65/35  

 
 
 
 

 
Source: eSignal 

General bullish factors General Bearish factors 

·  Given the strong negative correlation between 
gold prices and the US dollar, a weakened US 
dollar has boosted demand for US denominated 
gold prices.  

·  Physical demand in countries such as India has 
slackened with the recent higher prices but 
demand may return if consumers expect the 
relatively high prices to remain.  

·  The supply-demand outlook remains supportive 
following years of low investment in exploration 
and mine development when prices were low. 

·  Geo-political tensions and general fears over 
inflation, especially rising energy costs, can boost 
the appeal of gold given its historical characteristic 
as a store of value and hedge against inflation. 

·  ETF liquidation would cause major volumes of 
gold to be sold and this would have a negative 
impact on the price. 

·  A strengthening in the US dollar would put gold 
under pressure. The value of the US dollar is in 
part driven by expectations of interest rate 
differentials between the US and Japan, Eurozone 
and other economies. As such, future interest rate 
moves by the Fed and other major monetary 
policy makers are key drivers of the US dollar and 
therefore gold prices. 

·  General commodity market weakness may also 
pull prices downwards. Crude price action 
especially can have a significant influence on gold 
price direction. 

 
Last session analysis:  Gold prices declined as the US dollar strengthened. The February contract fell $10 to 
settle at $733.60. 
 
Fundamental outlook:  Gold is a safe-haven for investors in times of market panic. The ongoing uncertainties in 
financial markets will likely provide a degree of support to gold prices but improvements in market sentiment will 
reduce flight-to-safety demand for gold.  The direction of the US dollar will be the other key driver of gold and 
silver prices and further gains for the US dollar will put downward pressure on the precious metals. Overall we 
expect fairly volatile and choppy action for gold prices in the near term with a bias to the downside as long as the 
US dollar continues to trend higher. 



 

 
Silver (March): $9.579 Strategy: Bear/Bull 75/25  

 
 
 

 

Source: eSignal 

General bullish factors General Bearish factors 

·  The reasons stipulated for gold also apply to silver. 
·  The supply-demand balance is more bullish for 

silver than for gold. 
·  A more illiquid market makes for higher volatility 

both to the upside and downside than gold. 
·  Turmoil in financial markets can boost demand for 

silver as a ‘safe haven’. 

·  Further weakness in the global economy would 
dampen demand for silver in industrial 
applications. 

·  Strength in the US dollar would put silver under 
pressure. 

·  General commodity market weakness may also 
pull prices downwards. 

 
Last session analysis:  Silver prices surprisingly posted a solid gain despite a stronger US dollar and the 
continued weak demand outlook. The March contract rose 21.4 cents to settle at $9.579. 
 
Fundamental outlook:  Silver prices have retreated sharply from highs over $21/ounce in early 2008 as the 
prospect of a global economic slowdown impinges on demand prospects. As well as concerns over the global 
macroeconomy, the direction of the US dollar will be the other key driver of silver prices. Further gains for the US 
dollar will put downward pressure on the precious metals. Overall we expect fairly volatile and choppy action for 
silver prices in the near term with a bias to the downside as long as the US dollar continues to trend higher. 
Given its industrial applications silver prices may benefit from a more positive tone in the stock markets but 
underlying the day-to-day ups and downs in market sentiment is a weak macroeconomic picture – the upside 
potential of any short-term rallies will be limited. 



 

 
Crude Oil (Jan) $55.58 Strategy: Bear/Bull 75/25 

 
 
 
 

 
Source: eSignal 

General bullish factors General Bearish factors 

·  Strong demand growth from emerging economies 
is driving the fundamentally bullish longer-term 
supply-demand outlook which points to 
continuation of the general long-run upward price 
trend. 

·  The ongoing risks associated with geo-political 
concerns in regions such as Nigeria and the 
Middle East can lead to price premiums. 

·  Weather shocks such as Gulf hurricanes can 
translate into supply shocks. 

·  An increase in prices can erode demand, with the 
long-run demand response far more pronounced 
than the short-run response as higher prices 
incentivize markets to seek methods of improving 
energy efficiency. 

·  On the supply side, higher prices incentivize 
exploration and increased production, for example 
some oil reserves with higher costs of 
development become economically viable at 
higher prices. 

·  General global economic weakness negatively 
affects demand. 

 
Last session analysis:  Crude oil prices extended their falls as demand concerns continue to dominate the 
fundamental outlook for energy. Expectations of further gains in crude inventories added weight to the market, 
as did the strengthening US dollar. The January contract fell 70 cents to settle at $55.58. 
 
Fundamental outlook : Concern over waning demand is dominating the fundamental outlook for crude prices. A 
weakening global economy translates into weakening energy demand prospects which has put downward 
pressure on crude prices. The US dollar has been trending higher in recent months and this has also contributed 
to the downward pressure on oil prices. The bias to crude prices remains to the downside. Bear in mind that a 
bounce in stocks following the recent slump towards October’s lows would encourage a rebound in crude prices. 

 



 

 
Natural Gas (Jan) $6.662 Strategy: Bull/Bear 60/40  

 
 
 
 

 
Source: eSignal 

General bullish factors General Bearish factors 

·  Given the generally positive correlation between 
natural gas and crude prices, elevated crude oil 
prices provide support. Note that the degree of 
correlation between prices in these markets is a 
general factor and is not constant over time. This 
can be a bullish or bearish factor for natural gas 
prices. 

·  Maintenance to base-load power plants, such as 
nuclear plants, can support demand for natural 
gas, which is used widely in the generation of 
peak load electricity. 

·  With the US economy slowing this may elicit 
demand weakness. 

·  Natural gas is less susceptible to geopolitical 
supply shocks as crude oil. 

·  Prevailing and expected weather conditions can 
provide supply and demand shocks, which can be 
bullish or bearish. 

 
Last session analysis:  Natural gas prices were dragged lower by falls in oil prices. The January contract fell 
3.9 cents to settle at $6.662. 
 
Fundamental outlook : Natural gas prices have fallen very sharply in recent months and on this basis we 
believe risk of further falls is limited. In the near term however, prices will be affected by the negative sentiment 
which is driving crude prices - continued falls in crude may keep a lid on any possible rally in natural gas prices. 
If and when crude prices halt their slide then this would help stimulate the start of the seasonal rally in natural 
gas prices. 



 

 
Heating Oil (Jan) $1.7944 Strategy: Bear/Bull 80/20 

  
 
 
 

 
Source: eSignal 

General bullish factors General Bearish factors 

·  Continued strength in crude prices will provide 
general support to heating oil. 

·  Historically low US inventories of heating oil require 
rebuilding in the off-peak season for winter heating 
demand. 

·  Lower crude oil prices would weigh on heating 
oil. 

 
Last session analysis:  Heating oil prices declined alongside crude prices. The January contract fell 3.31 cents 
to settle at $1.7944. 
 
Fundamental analysis:  See comments for crude. 



 

 
Wheat (March) $5.495 Strategy: Bull/Bear 55/45  

  
 
 
 

 
Source: eSignal 

General bullish factors General Bearish factors 

·  Strong demand from large importers such as Egypt 
and Pakistan. 

·  Significantly low ending stocks after poor crops 
from major exporters such as Australia and the EU. 

·  A newly-discovered strain of fungal disease termed 
‘Ug99’ provides a risk to supply in the longer term. 

·  World wheat production is expected to increase 
around 8 per cent in 2008-09 from 2007-08. The 
increase is expected to come from Australia, 
Canada, the EU, Russia and the Ukraine. 

·  A recovery in the US dollar could reduce foreign 
buying as wheat becomes more expensive in 
other currencies 

·  High prices have drawn more acres to wheat and 
this has reduced fears caused by low ending 
stocks. This has been reflected in the fall in 
prices from the highs seen in March. 

 
Last session analysis:  Wheat prices declined as the uptrend in the US dollar continued, negatively impacting 
on US export demand prospects. The March contract rose fell 4.5 cents to close at $5.495 per bushel. 
 
Fundamental outlook:  The weakening global economic outlook has negatively impacted on the demand 
prospects for commodities across the board, including grains and softs. The upward trend in the US dollar over 
the past three months has also pressured commodities prices lower and further strength in the dollar would 
maintain the downward pressure. Upside for wheat prices will be limited given the global glut of wheat as a result 
of bumper 2008 world production. 



 

 
Corn (March)  $3.965 Strategy: Bull/Bear 60/40  

 

 
Source: eSignal 

General bullish factors General Bearish factors 

·  Inventories are expected to fall both globally and 
in the US. 

·  In the longer term, the redirection of an increasing 
proportion of food grain into biofuels production 
has boosted aggregate demand for corn. 

·  Crop development, which is a significant price 
determinant, is a function of prevailing weather 
conditions in growing regions such as the US 
Corn Belt. 

 
 

·  After a poor start to the 2008 season including 
severe Midwest flooding, US growing region 
weather conditions have significantly improved, 
easing fears over reduced yields. 

·  Declining oil prices reduce demand for corn in the 
production of ethanol. 

·  The sizeable upcoming wheat crop will increase 
global grains supplies, easing the fundamental 
supply-demand outlook. Since wheat and corn 
are, to a degree, substitute goods, lower wheat 
prices can provide spillover pressure on corn 
prices. 

 
Last session analysis:  Corn prices weakened on the back of gains in the dollar as well as speculation that a 
week of dry weather in the US Midwest will facilitate a catch-up in corn harvest progress. The March contract 
closed down 6.5 cents at $3.965. 
 
Fundamental outlook : The weakening global economic outlook has negatively impacted on the demand 
prospects for commodities across the board, including grains and softs. The upward trend in the US dollar over 
the past three months has also pressured commodities prices lower and further strength in the dollar would 
maintain the downward pressure although at present corn and soy have fairly strong seasonal support and may 
have carved out seasonal lows. In light of this we believe risks to corn and soy prices are skewed to the upside. 



 

 
 

Soybeans (Jan) $9.1025 Strategy: Bull/Bear 70/30  
 

 
Source: eSignal 

General bullish factors General Bearish factors 

·  Increasing demand from Asia (in particular China) 
for more protein causes an increased demand for 
soybeans from all countries including the US. 

·  Bio-diesel demand could keep a floor under 
prices. 

·  High crude oil prices boost soyoil demand and 
hence demand for soybeans. 

·  Adverse weather in major growing regions such 
as the US Midwest can reduce yield prospects 
and put upward pressure on prices. 

·  Speculative fund buying on longer term bullish 
fundamentals led to a sharp increase in prices but 
a good growing season and increased plantings 
from South American countries and the US in 
2008 may weigh on prices if good yield prospects 
emerge. 

·  Favourable weather conditions in major growing 
regions such as the US Midwest can boost yield 
prospects and put downward pressure on prices. 

·  The increase in CBOT margins may also remove 
some of the weaker long positions. 

 
 

Last session analysis:  Soybean prices fell slightly on the higher dollar and broad-based commodities 
weakness. News that India has re-imposed a 20 percent import duty on soybean oil imports was also a bearish 
factor. The January contract closed the session down 5.25 cents at $9.1025 per bushel. 
 
Fundamental outlook : The weakening global economic outlook has negatively impacted on the demand 
prospects for commodities across the board, including grains and softs. The upward trend in the US dollar over 
the past three months has also pressured commodities prices lower and further strength in the dollar would 
maintain the downward pressure although at present corn and soy have fairly strong seasonal support and may 
have carved out seasonal lows. In light of this we believe risks to corn and soy prices are skewed to the upside. 

 



 

 
Coffee (March) $1.1450 Strategy: Bear/Bull 65/35    

 

 
Source: eSignal 

General bullish factors General Bearish factors 

·  According to the ICO, the coffee supply and 
demand outlook is relatively balanced with 
demand and supply both estimated at 127 million 
60 kg bags. Coffee deficit is expected in the 2007-
2008 season and this will provide longer term 
support for prices. 

·  A weaker US dollar/stronger Brazilian Real will 
force Brazilian farmers (and other countries) to 
raise prices. 

·  The Brazilian government has developed a 
subsidy program that means farmers can receive 
a subsidy for coffee which reduces the farmers’ 
need to sell beans quickly to pay back debts 
incurred in growing. 

·  Consumption in origin countries, such as Brazil, is 
growing strongly which leaves fewer beans 
available for export. 

·  If fears of a demand side slow down caused by 
declining disposable incomes eventuate then the 
market could fall. 

·  Brazilian supply is not as small as the market had 
previously expected. 

·  An economic slowdown could be expected to dent 
coffee consumption in developing countries like 
China although demand in the US is unlikely to be 
significantly affected. 

·  A sharp increase in the value of the US dollar 
would result in a fall in the prices that farmers 
would demand for their beans. 

 
Last session analysis:  Coffee prices fell as the Brazilian currency declined, making Brazilian exports cheaper 
on the world market. The March contract closed down 20 pts at $1.1450. 
 
Fundamental outlook : Coffee prices have been hit heavily by deteriorating global demand prospects and the 
strengthening US dollar. Sharp depreciation in the Brazilian currency (the real) has also weighed on coffee 
prices by increasing the prospects for export volumes from Brazil while the upward trend in the US dollar over 
the past three months has pressured commodities prices lower. Further strength in the dollar would maintain the 
downward pressure. 

 



 

 
 Orange Juice (March) 81.00 cents Strategy: Bull/Bear 55/45  

 

 

 
Source: eSignal 

 

General bullish factors General Bearish factors 

·  Prices have risen strongly since 2004, owing to a 
combination of citrus canker, hurricanes and the 
trend to transform land previously used as orange 
groves to property development, as real estate 
values boomed.  

·  Disease break-outs out can lead to a sharp price 
rise. 

·  Any signs of a recovery in the US economy will 
boost demand prospects. 

·  The threat of hurricanes can lead to a weather 
risk-premium being built into prices. 

·  Favourable weather conditions in Florida’s 
growing regions have assisted citrus yields. 

·  With foreclosures increasing and house prices 
falling in Florida the process whereby orange 
groves were transformed into housing 
developments may stop.   

·  Disease eradication efforts have thus far been 
effective.  

·  Further economic slowdown could negatively 
affect demand for orange juice. 

 
Last session analysis:  Orange juice prices dropped sharply for a second straight day on a weak demand 
outlook. The January contract fell 290 pts to settle at 81.00 cents. 
 
Fundamental outlook : The 2008 hurricane season has not brought any significant weather damage to Florida’s 
citrus crop and has led to expectations of a large citrus crop. Combined with lacklustre demand this has led to 
FCOJ prices falling to their lowest levels in years, however further downside to price may be limited given that 
the FCOJ market is less prone to downward pressure related to a strengthening US dollar. 



 

 
Cocoa (March) $2050 Strategy: Bear/Bull 55/45 

 

 
Source: eSignal 

General bullish factors General Bearish factors 

·  A weakening US dollar is bullish for cocoa as 
producers have to purchase inputs such as 
fertilizer, a US dollar decline relative to the 
production countries currency forces producers to 
increase prices to cover the additional cost. 

·  The supply/demand situation remains tight. The 
cocoa grind, which is a proxy for the amount of 
cocoa consumption in various countries, has 
increased in Europe and the US, indicating robust 
demand. 

·  Black pod disease could spread further and 
reduce the size of the harvest. 

·  Further gains in the US dollar would pressure US 
dollar-denominated cocoa prices lower, all other 
things equal. 

·  General commodity market weakness could be 
expected to weigh on prices 

·  Nations such as Malaysia and Vietnam are 
expected to increase cocoa production over the 
coming seasons. Indonesia’s crop is up 13% year 
on year. 

·  A slowing global economy could see demand 
growth lessen and thereby pressure prices. 

 
 
 

Last session analysis:  Cocoa prices rose for the third straight session as the British Pound appreciated against 
the US dollar, increasing demand for US cocoa. The March contract rose $73 to settle at $2050. 
 
Fundamental outlook : The weakening global economic outlook has negatively impacted on the demand 
prospects for commodities across the board, including grains and softs. Despite the dire global economic 
outlook cocoa prices seem to have found strong support in the $1900s and as a consequence we have revised 
our price outlook to a more neutral stance. 



 

 
Sugar  (March) 11.62 cents Strategy: Bull/Bear 60/40 

 

 
Source: eSignal 

General bullish factors General Bearish factors 

·  World production of sugar is forecast to decline to 
165.5 million tonnes in 2008-09, after increasing 
sharply to a record 169 million tonnes in 2007-08. 
Higher sugar production in Brazil, Australia and 
China is forecast to be more than offset by lower 
sugar production in the rest of the world, 
particularly in the European Union and India. 

·  Index funds and other funds have moved more 
capital into the sugar market in recent times and 
this is reflected in the high levels of open interest. 

·  The on-going development of ethanol plants 
around the world provides a longer term demand 
source. 

·  Acres may switch to other crops in India given the 
relatively high prices of beans and wheat. 

·  The Brazil crop is now underway and it is forecast 
to be big with ethanol production expected to 
increase 20% year on year. 

·  Any sudden weakness in crude oil prices could 
cause the ethanol argument to lose some of its 
allure. 

·  As with cotton a sharp decline in the prices of 
corn, soybeans and wheat could cause a sell-off. 

 

 
Last session analysis:  Sugar prices declined on the back of falls in crude oil, which impacts on demand 
prospects for sugar cane which is used in the production of ethanol. Gains in the dollar also weighed on sugar. 
The March contract settled down 12 pts to settle at 11.62 cents per pound. 
 
Fundamental outlook : In the short-term the primary drivers of sugar prices will continue to be the US dollar and 
pressures from external markets, especially crude oil, however the longer-term supply-demand setup for sugar 
appears fairly supportive and a refocus on market-specific fundamentals may provide a boost to sugar prices. 



 

 
Cotton (March) 41.65 cents Strategy: Bear/Bull 65/35  

 

 
Source: eSignal 

General bullish factors General Bearish factors 

·  High prices for other grains and oilseeds mean 
cotton must keep pace or risk losing out on the 
battle for acres. 

·  World cotton production is forecast to decline 
slightly in 2008-09, to 26 million tonnes. A further 
decline in US cotton production in 2008-09 is 
likely to be largely offset by small production 
increases in most other cotton producing 
countries. Production is being constrained by 
relatively high prices for competing cereal and 
oilseed crops that are being driven by demand for 
biofuels. Higher oil prices make synthetic 
alternatives more expensive. 

·  A recovery in stock markets could also provide 
support, as investors worry less about demand. 

·  Any sharp decline in the prices of soybeans, 
wheat and corn could see cotton prices react in 
sympathy. 

·  Prices are already high and therefore the upside 
may be limited. 

·  A US dollar recovery could also negatively affect 
cotton prices. 

·  Demand is slowing and supply is increasing which 
is unlike most commodities therefore the short 
term (six months) supply/demand picture is 
Bearish. 

·  A weakening US economy will see lower demand 
for apparel and home products made from cotton. 

 
Last session analysis:  Cotton prices posted a modest gain, helped by an improved tone in stocks. The March 
contract closed up 30 pts to settle at 41.65 cents per pound. 
 
Fundamental outlook : Cotton prices have dropped to their lowest in around six years as the looming global 
economic slowdown translates into weak demand prospects for cotton products. As we had expected cotton 
prices had a short-lived bounce late last week but the overall trend continues to be downward. 



 

 

Live Cattle (Feb) 87.60 cents Strategy: Bear/Bull 65/35  
 

 
Source: eSignal 

 

General bullish factors General Bearish factors 

·  The US herd is now in decline with the number of 
beef replacement heifers falling from last year – 
this sets the market up for longer term higher 
prices. 

·  High cash prices, compared to the five year 
average, point to entrenched food price inflation 
that is unlikely to reverse. 

·  Consumer prices for meat have risen and this 
potentially bodes well for higher sale values as 
long as the end customer’s willingness to buy 
rather than switch to lower cost protein sources 
remains intact. 

·  Improving exports over the next year as 
inspection requirements are eased may reduce 
domestic supply and bolster prices. 

·  A weakening US economy could reduce 
consumption of beef in favour of other cheaper 
protein alternatives such as chicken and pork. 

·  Consumer trends and tastes may see a move 
away from red meat towards leaner meats; this 
has been touted as a Bearish factor in the past 
however and such tastes and trends will be 
determined by price as well as health. 

 

 
Last session analysis:  Live cattle prices extended recent falls on continued speculation that the economic 
slowdown is impacting on demand for beef. The February contract closed down 143 pts at 87.60 cents per 
pound. 
 
Fundamental outlook : Further deterioration of the US economic outlook would put further downward pressure 
on live cattle prices however a shrinking US feedlot herd means that downside risks to cattle prices should be 
fairly limited despite the weak demand outlook. 

 
 



 

 

 
 

House View Strategies 
Wednesday 19th November 2008 

�������������� 	
Level 4, 8 Spring Street, Sydney 2000, NSW, 

Australia. 
1300 365 874 

 
Breakdown of 

Technical & Fundamental Analysis 
(Time Frame – 1  to 14 days) 

 

 Barchart Technical 
Rating 

Fundamental 
Bullish Rating 

Fundamental 
Bearish Rating 

% Bull % Bear 

DJIA 60% Bearish 75 25 65 35 
NASDAQ 60% Bearish 75 25 65 35 
S&P 500 60% Bearish 75 25 65 35 
VIX 80% Bullish 20 80 30 70 
GOLD 60% Bearish 40 60 35 65 
SILVER 60% Bearish 25 75 25 75 
CRUDE 80% Bearish 25 75 25 75 
NATGAS 60% Bearish 70 30 60 40 
HO 100% Bearish 25 75 20 80 
WHEAT 20% Bearish 60 40 55 45 
CORN 60% Bearish 65 35 60 40 
SOY 60% Bearish 80 20 70 30 
COFFEE 60% Bearish 40 60 35 65 
OJ 100% Bearish 65 35 55 45 
COCOA 60% Bullish 40 60 45 55 
SUGAR 60% Bearish 65 35 60 40 
COTTON 60% Bearish 40 60 35 65 
LIVE CATTLE 100% Bearish 40 60 35 65  

Technical analysis provided by Barchart.com (short- term indicators) 

Fundamental analysis provided by CWA research depar tment  

 
 Commodity Warrants Australia Pty Ltd.   ABN 65 097 925 472 Australian Financial Services License: 279 118 

Trading involves risk of loss and may not be suitabl e for you. Past performance is no guarantee or relia ble indication of future results. All 
advice and education content is of the nature of gen eral information only and must not in any way be con strued or relied upon as legal, 
financial or personal advice. No consideration has been given or will be given to the individual inves tment objectives, financial situation 
or needs of any particular person. The decision to invest or trade and the method selected is a person al decision and involves an 
inherent level of risk, and you must undertake your own investigations and obtain your own advice regard ing the suitability of this product 
for your circumstances.  Commodity Warrants Australi a Pty Ltd or related entities will not accept any l iability for loss or damage however 
caused be it accidental, consequential, direct or i ndirect, as a result of the misuse of the information contained herein. Please ensure 
you obtain, read and properly consider the current Product Disclosure Statement prior to acquiring the products referred to herein, so 
that you are fully informed regarding the key risks an d costs associated with commodity warrants. These d ocuments are available at 
www.cwa.net.au  or on request.  


