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Monetary policy divergence drives commodity market volatility

Ev Dr R Seetharmman

Gold price posted the argest weekly
s Since Jung o0 aoo0unt of Fed
holding rates and ended at $133756
Sdince. SBved sl had S:I.IE'QE»:T and
ended at $1968%mes. Gokd has
surged by mang than 255 YTD

and gilver By more than 4% YTD
respactively. The Fed put off a ralbe
Encrgase Lxst Wednasday

Tha US Federal Reserve was divided
this month, with $even members opting
o sthck with rates as they ane and hree
kobbying for a rise. Fed chalrperson,
Yielhen had suggested that rmuch of the
discussion cemred on which sel of risks
wWas gheafer: overneating the econony
by delaying a rate increase now, o
l.!kil‘l-l; A chance Ehal inflation will
remain below is 2% wal b METEOVEg
MonEtary accomimedaton too early.
She played down concems that the
Fed's sy monetary siance was fuelling
bubbles in the financial markels snd

the economy, All eves will now tum to
thie end of the year, by which time a
majority of rate-Setbers cumently expect
an incnease, Tha Fed's alleration in its
meonetary ghtening plan this year has
glwen boost ta precious metals.

The ol prices decined by end of last
wepk a5 Organisation of the Pelroleusm

Exporting Countries (Opec) was
unlikely o make any headway on a
production meene later this month 06
prices fell 4% on Friday, paring weekly
gains, on a regart that Saaucdi Arabia
did met expect an dgrésment at talks
Ehits wesek i Algeria Amang magor
crude exporters simed at freazing
prodection

LIS ol drillineg rig count was up on
Friday by 2 to 418, according (o Baker
Hughes Brent crude oll was al 4598/
barrel by end of st week. LS West
Texas Imberrmaediabe 08T crude was

al 44 56/ barred by end of Last week,
WTI has surged by mone than 200
YTD and Brent ak more than 23% YTD
respaciively. Nabural gas wihich had
sumged above $31 MMEBTU Last week

a5 hot weather reports kbeep sioking
Expecialions for LArang g
wilnessid some cormection and ended
last wenk by 5259760 MMBTLL

Micked price s at 10615 tonne and has
sungéed by mone than 2059 YTD this year
&% global stockpibes declined.

T Philippines, the world's Lnrgest
shipper of mined nickel usad In
stalnioss steel, I canrying ol an
erdiranmental audit and closing rmilnes
that dont meel international Standards,
curbing suppdy. Copper had fresh highs
foflowing the Federal Resenve’s declsion
bo ke rales pocoammodative and has
ended ai $4833 onne by end of last
wiek. [t has surged by close to 3% YTQ
Aluminium price was also up after

Fest's. decision and concerns of supply
In European marked. |8 has surged by
close 1o 9% YTOD and ended last week af
b e R T T

Thee Chaimces Tor onwnsr oo prices
increased after the USOWA earlber thes
month pegged production af a recond
15160 bashels on yields of T4 bushels
an acre. Corn was 21 3006 USDiushel by

end of last week and had Talen by mone
tihamn 125 ¥ T,

Higher soybean prices likely as
et rains Modd fBelds and Ehe
proliferation of Fungal diseases
nciuding sudden death symarcime,
Soya bean price was at 955 USDbushel
by end of last week and had surged by
chose (o 0% this year. The Wheat price
wias at 404 bushel by end of last week
ared b Ballen by rmsoee than 2006 YTD
o Booount of ExXoess qlnhal Suppdy.
Cocoa price has fallen by more than
0% YTD and ks ot $2853 korne by end
o last wesk armid demand conoerns
..‘Il"ﬂlﬂiﬁfﬂ‘l'lll-ﬂ l;lﬂbil&u-ﬂf.'ll'p' prospects,
wiith cithond in western Africa
Emproving. Coffed price has surged by
mne than 125 YTD and 5 at 315140/
torime by end of s week, hoveewer

prices haree Fallen recently on bormper
harvests du 1o benlgn weather, rising
productivity in some langer producing
countries. Sugar price has surged by
e than 500 YTD and b at 22,0
torend by end of last wetk supporied by
tighbening global sugar supplies.

The Fed continees ta face ditemmea

an its monetary tightening which

1% giving soms relief o commodity
prices. Howeser a5 th Fesd reswimses it
meniEtary tghtening the commodities
mmay havd e ook bipand lgusdity

Bosr s price Suppor. The olher
major central Banks namely Boad, Bok
and ECB are stil wondering when to
pursue manelary exsng or bring new
FROnEtary 1o0ls bo nevihve SoOqomas
growth as against the Fed which s
planning s monelary tightening. The
rdnetary palicy divergence bebwsen
central banks will drive commodily
mearket vodatility
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