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“It’s impera  ve to recollect from where we have come from, to acknowledge 
where we are going!”
The  me has come yet again to pen few thoughts in the year gone by in 
this editorial column for the MEX Year Book 2016. The preceding year has 
bore witness to scores of important events which will certainly leave an 
imprint in the sands of  me. Arguably, the two most signifi cant milestones 
during the year from the interna  onal perspec  ve were the vo  ng of 
Donald Trump as the 45th President of USA and Britain vo  ng to exit from 
the European Union in a referendum sending shockwaves throughout 
the world. Likewise, the collec  ve decision of the OPEC members to cut 
the supplies of oil in the global markets to ‘stabilize the markets’ added 
further to the long list of milestones for the year. Domes  cally, the 
fi ght for the chair of the Prime Minister was again in the limelight as a 
new government came into power. Among all the chaos, the concerned 
authority was successfully able to eradicate the dreaded phenomenon 
which had become a part and parcel of the life of a Nepali-Load shedding. 
We applaud this major achievement by the incumbent government and 
look forward to load shedding free zones in the ensuing years ahead. 
Every business has its cycle and we at MEX Nepal are defi nitely entering 
a prosperous phase once again. The long list of achievements during the 
year stands tes  mony to a remarkable year. The fi nal trading volume of 
2016 not only exceeded 2015 but also surpassed the all-  me high set 
in 2010. MEX Nepal launched the fi rst agro-commodity tradable from an 
exchange pla  orm in the form of Egg. This is the fi rst step towards the 
long-term goal of incorpora  ng other essen  al commodi  es. Regula  on 
of the commodity markets-always among the hot topics-was again in 
conten  on. Formaliza  on of the regula  on of the commodity markets 
remains the fi nal fron  er for the industry as a whole. 
In this issue of the Yearbook, the Commodity Insights of various 
commodi  es have been included to furnish informa  on on the major 
drivers and the volume of the corresponding commodi  es. Experts Views 
is a compila  on of various ar  cles contributed by the writers in close 
associa  on with the exchange and also the brokers affi  liated with MEX 
Nepal. We would like to acknowledge the eff ort and  me the writers 
have put and off er our gra  tude to each one of them. MEX Almanac 
chronicles the major factors driving the markets on a monthly basis and 
the sec  on allows the readers to derive the major happenings from the 

world of commodi  es. A diverse set of research ar  cles have been wri  en 
by the editorial team. The fi rst one is a piece on Credit Deriva  ves and 
its importance to the global fi nancial markets. Hedging from a domes  c 
perspec  ve is another ar  cle wri  en to decipher the importance of it. 
Algorithmic Trading is an added feature becoming popular for the sheer 
magnitude of the processing of the orders and the same has been 
dissected and furnished to the readers in an impressive piece. Lastly, gold 
and oil contest in a ba  le of the commodi  es for 2016 in an interes  ng 
piece of work. 
Since the incep  on, MEX Yearbook has always been the product of 
perpetual dedica  on and the uncanny search for details. The editorial 
team would like to off er our hear  elt thanks to our in-house designer, 
Mr. Surya Shrestha for his impeccable vision in designing the yearbook. 
We would also like to acknowledge the valuable inputs put forward by 
our CEO, Mr. Jitesh Surendran.  We would also like to off er our gra  tude 
to our guest editor, Mr. Ram Shah, for sharing his wisdom and ideas for 
the improvement of the yearbook. We would also like to acknowledge the 
invaluable feedback and sugges  ons put forward by our ardent readers. 
Your insights have been vital in shaping the product year a  er year. 
2016 was a year in which people of the na  on was seen recupera  ng 
and returning back to the normal side of things. A  er the devasta  on 
of 2015, it was indeed heartening to witness this radical change as the 
conversa  on which normally centered on earthquakes or blockades 
slowly shi  ed towards more meaningful and produc  ve ones. The ra  onal 
phase now would be for sustained development for a brighter and be  er 
tomorrow.

Dear Readers,
I am pleased to off er my gree  ng to MEX Nepal for providing me the 
opportunity to be the part of Editorial Team for the MEX Year Book 2016. 
Our Editorial Team has been con  nuously dedicated 
to provide the eminent informa  on regarding fi nancial 
deriva  ves especially commodity deriva  ves and worked 
out to present you this year book with error free, precise 
& edifying.
Ram Shah
IFRS Solu  on Pvt. Ltd.

From Left to Right: Mr. Vivek Risal, Mr. Aashiq Koirala, Mr. Amit Pyakurel & Mr. Nirish Tandulkar
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Message from Brokers

I had a friend who is the owner of the gold shop which makes me 
interested to know about gold price movement and how gold is 

priced interna  onally and locally. 
In the mean  me, I came to know  that we have only one price of 
gold in Nepal for a par  cular day which is generally derived every 
morning. However, when compared to the interna  onal market we 
have experienced that price fl uctuates throughout the day.Further, I 
came to knew about the commodity market which at that  me was 
not available here in Nepal.
When I researched about the interna  onal gold market I came to a 
website where writer Franklin sanders published ar  cles about bullion 
market on a daily basis.I used to read his ar  cles which became kind 
of my habit and I also started to advise my friend opera  ng gold shop 
about the  ming of bullion price rise and fall
A  er some years I came across the adver  sement about the 
commodity market on local newspaper which took me to the broker 
offi  ce and consequently commodity trader on 4th March 2009. 
A  er one year of trading, I received a call and was off ered to start a 
commodity broker house. this mo  vated me to start commodity name 
as Laxmi Gold Investment Pvt. Ltd. Under MEX Nepal on 14th March 
2010. At the same  me, I consulted to friend,family and people 
from various background about the market and also started market 
by placing 3-4 hoarding board in Pokhara city. The response was 
good and people were very enthusiasm. However, I also came across 
various kind of response some favoring the market other rela  ng it to 
gambling and other various kinds of mixed reac  on. 
The need of regula  on was felt around that  me as it would have 
helped to convince clients, friends, family and other prospects about 
our business. There were lots of ques  on being raised like why we 
don’t have the regula  on body?, is this marker legal in Nepal? Are we 
involved in illegal work? Etc which was kind of demo  va  ng at that 
point of  me. 
With frequent pressure from market par  cipant government fi nally 
addressed commodity market by forming a study group in its 
annual budget speech which was con  nued for few more year by 
incorpora  ng about commodity market in government annual budget. 

Although study report was prepared by the government some series 
of nega  ve news and publicity in na  onal newspaper make it worse 
for the market.  As they say, every dark cloud has the silver lining, 
these nega  ve publicity also pushed the government to come up with 
a more logical solu  on for the industry in form of regula  on.
However, trader and investor interest was always there in the market 
and with  me people gained more knowledge and experience 
ul  mately helping to create a posi  ve vibe about the market. This 
crea  on of posi  ve vibe was possible because of MEX Nepal. 
Although I believe in team work but at the same  me I would like to 
emphasize on hard work by Mr. Jitesh Surendran and Mr. Narendra 
Prasad Bha  a have helped established commodity market in Nepal 
at this stage. 
The innova  on from MEX Nepal in form of the various deliverable 
product such as silver, gold 10 gram and egg have clearly sent a 
posi  ve message to the market. I would also like to men  on about 
the introduc  on of market maker and an updated mechanism by MEX 
Nepal which is very benefi cial to the commodity market. 
Considering all the constraint commodity market in Nepalis rising 
steadily and regula  on within this fi scal year will make this market very 
vibrant and would also help to go to market more aggressively, making 
new plans and doing business more comfortably. I’m  convinced that 
It is easy to extend the market if we have regulated government body.
Thanking MEX NEPAL team for providing me space to pen some of 
my experience through MEXNEPAL YEARBOOK 2016.

Rabindra Kayastha
Execu  ve Chairman
Laxmi Gold Investment Pvt. Ltd
E-mail: mail@laxmigold.com.np

they just need one regulatory support for imbibing market confi dence. 
IFRS Solu  on Pvt. Ltd. is trying our best to create posi  vity in the 
market regardless of many hurdles by providing regular free training, 
seminars, talk programs and mee  ngs. Our company will hopefully 
help to drive the Nepali commodity deriva  ves market soon to be  er 
heights. We wish and invite all commodity market par  cipants to grow 
together just by doing one small step ahead for the be  erment of this 
poten  al market.

Ram Shah
Chief Execu  ve Offi  cer & President
IFRS Solu  on Pvt. Ltd.
E-mail: pooraglobe@gmail.com

It’s been two and half years back since I got the license of the broker 
from MEX on 25th August 2013 but I came to know the value of 

commodity now. I have come to know deriva  ves since long back 
when I launched the most prominent CFA course where deriva  ves are 
taught as a major part of the course but even though I had knowledge 
of deriva  ves, I was not interested in commodity deriva  ves in spite of 
many mee  ng with many marke  ng execu  ves because of the nega  ve 
hearing about the commodity market. I had friendly rela  ons with one 
of commodity marke  ng execu  ves and my mind thought “let’s try 
once before saying it is bad” then I tried this $775 trillion worth global 
market and believe me that what I learned in CFA book, more than 
that its challenging, rewarding, fi nancial market  up to date. Yes! Now I 
can confi dently say that commodity market is the best way for hedging 
as well as a disciplined way of calculated return. Commodity market 
in Nepal will soon cover all the capital markets by transac  on volume 
in the coming years but only we need a small posi  ve regulatory 
framework from our honorable government side. I have observed that 
traders are confi dent to trade here in commodity deriva  ves however, 



Dear Patrons,

It has been yet another exci  ng year for all of us at MEX. I am much privileged to bring you the 7th edi  on of our Flagship, “MEX Year Book 2016” to 
all our readers and stakeholders. Our Year Book is a much awaited literary work from the exchange, having various MEX market intricacies related to 
product volumes, data, messages, and ar  cles, apart from the various regularly wri  en industry specifi c ar  cles in various print and online publica  ons 
and dailies. 
An organiza  on to be on its growth streak has to have values in itself along with its value for the products. MEX has been doing the same, i.e. ins  ll 
values in our approach to the market thereby bringing greater confi dence for the market par  cipants and stakeholders alike, along with our products. 
The year 2016 has been an excellent year in terms of the growth in volume, market expansion to newer loca  ons and also in lis  ng deliverable agro 
products. As promised, the year 2016 has been on focus for two prime aspects 
1. Regula  on of the Industry 
2. Lis  ng of Agro products, with the delivery op  on.
We had been doing all we can in ge   ng this accomplished. We had been successful in the former goal of lis  ng agro products, though we could 
not achieve the regula  on aspect but s  ll I can confi dently say we are one step closer to the regula  on of the industry.  We have been successful in 
launching 2 varie  es of Hen Egg Contracts. But s  ll it’s a baby step and these markets will evolve and a  ain maturity with  me. 
We are working closely with various stakeholders to list more agro products and help in the effi  cient price discovery. 
We realized that lis  ng an agro-deliverable product in an exchange pla  orm, alone is not the challenge but ge   ng the already prevalent unorganized 
market on the exchange pla  orm is a far greater challenge than anything else. So the year 2017 we will be working more closely with Agro Buyers and 
Vendors to convince them on the need of having their products listed on the commodity exchange pla  orm. 
Another prime aspect of 2016 is that work has commenced for the introduc  on of op  ons trading. We have started with basics and slowly we intend 
to introduce various types of op  ons. We intend to a  ract newer market par  cipants. 
The agenda for the year 2017 has been set to focus on complete regula  on of the industry, a  ract ins  tu  onal Investors on board, have MEX Ticker 
on NEPSE, new partnerships for growth. 
Last but not the least I would like to thank the editorial team of MEX, for being steadfast in ge   ng all the MEX market intricacies, compiling the data 
hive, and working towards a be  er MEX Year Book, year a  er year. As we say in the exchange, “Informa  on is the most important Commodity”, the MEX 
editorial team has fostered this no  on of being more meaningful by bringing out the MEX Year Book 2016. I believe they have tried their best to bring 
out MEX Market Facts & Data to the market par  cipants and stakeholders alike.
MEX Year Book remains to be a medium to bring the market close to the readers and aspirants of the industry alike. MEX deploys various medium to 
bring out market transparency and ins  ll confi dence to the users and MEX Year Book remains to be the prime medium among all of them. 
Wishing all the readers an even  ul and successful 2017.

Jitesh Surendran 
Chief Execu  ve Offi  cer

Message from CEO

Message from CEO
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MEX ANNUAL AWARD WINNERS -2017

MEX

Broker of the Year
Sonata Investment Pvt. Ltd.

(Broker Code: 1023)

Best Startup Broker
Envisage Investment Pvt. Ltd.

(Broker Code: 2095)

Best in Ethics & Compliance
Money Plus & Securities Pvt. Ltd.

(Broker Code: 1005)

Executive of the Year
Mr. Ram Kumar Shah (IFRS Solution P.vt Ltd.)

(Broker Code: 2061)

Best in Market Expansion
Devine Investment & Trade Pvt. Ltd.

(Broker Code: 2086)

Most Loyal Broker
Monetary Investment Pvt. Ltd.

(Broker Code: 2087)

Best in Customer Focus
Sansar Investment Company Pvt. Ltd.

(Broker Code: 1040)

Most Consistent Broker
Lima Investment Pvt. Ltd.

(Broker Code: 2054)

Best Emerging Broker
Pioneer Investment Management Pvt. Ltd.

(Broker Code: 2093)
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No Tricks BUT
Logical Pioneer Trading
Broker brings business when a trader trades tac  cally and both are equally 
important for the commodity market. The mainstream of traders is keen 
to market best services in term of  me upda  ng, Just in Time (JIT) news 
services, odd situa  on help. We have found one of the best trading plans 
to help our trader to increase their fund value in comparison with the 
interna  onal fund manager. We would like to share for all commodity 
traders which are not any tricks or shortcuts but it is logically proven 
trading set up.
1. News over Trend: News is more important to follow than old logic 

trend because trend will not be always friend because news can 
change the game plan of any trend. We have observed many  mes 
those traders who follow the only trend and forgot to follow news 

which led them in loss or developed fear factors inside. Every week 
new fundamental data are published that impact the commodity 
market which may change the trend, therefore, news are very crucial 
accessories for trading in commodity rather than blindly following the 
trend. Fundamentals are keys to commodity market which is an axiom 
for the 21st century.

2. Entry over Exit: Entry level is really more important than exit level 
in the market, if the entry is correct then confi dence will be boosted 
and equally the trade will be fantas  c and more over exit point can 
be choosy. Entry point must be researched with help of technical 
tools like Fibonacci retracement, Pivot point, Japanese Candles  ck 
pa  erns or day high/low. We have to make sure that entry should 
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be researched based with news backed up. We have to make sure 
that whenever we plan to start trade in deriva  ves that point of  me, 
Entry level must be preplanned, calculated and it should be perfectly 
accurate so that just a  er taking a posi  on, account should come in 
green digit in short period of  me.

3. Guide over Ride: Market guidance is essen  al for the deriva  ves 
market as it is based on leveraged trading which can create greed 
& fear in any kind of a trader at any point of  me and it should be 
avoided in a possible way with help of another experienced traders 
or brokers otherwise trader will keep on riding the trade for profi t 
maximiza  on and keep on wai  ng for loss minimiza  on and can cause 
thwarted result. Guidance is really essen  al for deriva  ves market 
that is why people try to trade in a group or under expert surveillance. 
If guidance is good then profi tability ra  o would be more.

4. Update over Mandate: Nothing is mandatory for commodity market 
to get win 100% however only those traders can win who keep 
himself updated with the market system. A market can change any 
 me against our expecta  on and we need to accommodate with the 

market condi  on rather than trying to bring market in favors.  Every 
day dozen of news published which cause to market reac  on for price 
movement. The market update gives the pulse of market movement 
and helps us to take a clear-cut decision which maximizes the winning 
probability. S  ck to the rule is appreciated but nothing should be 
followed mandatory without trading logic. 

5. Business over Craziness: Commodity is business, not the game. 
In business, there would be always profi t/loss which is 100% sure 
without any doubt but thinking there would be always 100% profi t 

Ajay Shah
(Mr. Ajay Shah is the CEO of Pioneer Investment 
Management Pvt. Ltd. He is an ACCA qualifi ed 
and has worked in the commodity market 
since the last 2 years. He can be contacted at 
pioneerinvestment2016@gmail.com)

in the deriva  ves market is craziness which will disappoint one day. 
Commodity trading will help to increase the fund value of invested 
fund while craziness may damage the fund. Traders must take it as a 
business. Business will be ripened day by day and will give a handsome 
amount. Business always needs  me to be matured thus commodity 
will be profi table returns too with  me.

6. Time over Tick: Time analysis is very important than fi nding the right 
 ck for trading. Now a day inter-market analysis is more important 

than wishing to grab maximum  ck. New York, Tokyo, Sydney and 
London market  me should be given a  en  on because these markets 
really give the clue for opening and closing for next price in coming 
market and if traders care previous or running of one market high and 
low then price is predictable up to some extent as all the fi nancial 
market are interlinked. Tick trading follows the  me also so the  ming 
of trading is one of the winning factors in deriva  ves commodity.

Commodity market has a massive opportunity for each of us and who 
understand well, the winner of the  tle goes to them and rest of them will 
talk about nega  vity even in posi  vity. Commodity trading is a fi nancial 
method to use the techniques, tools, features to mi  gate the risk and 
to add the returns to allocated fund. Commodity trading comprises 
with human psychology, market behaviors, investment pa  ern, market 
sen  ments, speculators, hedgers which are aff ec  ng the price with their 
own way.
Let’s understand the deriva  ves market with open eyes that there are 
no magic or tricks to be successful but there are logic & sincerity to be 
successful as a Chinese trader, Mr. Wing Wang who has made 2100% of 
ini  al fund value.
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Experts View

In 2014, the es  mated world’s total forest area was more than 4 billion 
hectares (corresponding to about 31 percent of total land area) (FAO, 
2015). About 1.6 billion people depend on forest for their livelihood. 
Moreover, to more than 80 percent of all terrestrial species of animals, 
plants and insects, forest serves as their home (UN, 2016). In addi  on to 
providing food, security and shelter, forest plays a vital role in fi gh  ng the 
climate change, protec  ng biodiversity and the homes of the indigenous 
popula  on. It is es  mated that about thirteen million hectares of the 
forests are being lost every year (UN, 2016). 
With the aim of involving communi  es and smallholders in forest 
management and governance, community based forestry (CBF) has 
received a considerable amount of a  en  on over the years. In this  me 
period there has been a substan  al increase in the forest area under 
several regimes. It is es  mated that to date almost one-third of the 
world’s forest area is under some form of Community based forest (CBF) 
management. The main objec  ve of transferring rights to communi  es 
and smallholders is to bring sustainable management in forestry sector 
and as well improve environmental, social and economic and economic 
outcomes at the local level (FAO, 2016).
Nepal:
In 2014/15, the number of community forest in Nepal was 18,961 and 
a total of 1,752,193 hectare of Na  onal forest has been handed over as 
community forest. Similarly, 2.29 million households in Nepal have been 
involved in community forest program (MoF, 2016).Community forestry 
ac  vi  es (protec  on, produc  on and distribu  on of forest products) in 
Nepal is operated by Forest User Groups (FUGs).
The model of community forest of Nepal has been globally recognized as 
one of the best prac  ce model in community forestry and par  cipatory 
protected area management. CFUGs have provided much more than 
just the delivery of forest benefi ts. It has become more an ins  tu  on in 
bringing the change in the livelihoods of poor and excluded. The range of 
benefi ts has been compara  vely higher compared to the need of labor. 
On average (in 2010, 2011 and 2012) Community forest User Groups 
(CFUGs) made a total income of NRs 290, 000 per CFUGs per year 
which is equivalent to NRs 4,225,590,000 for all CFUGs (MoFSC, 2013). 
Target:
Our Sustainable Development Goal (SDG) target in community based 
forest management is presented in the table below,

Year 2014 2017 2020 2022 2025 2030

Forest under 
community based 
management (as % 
of total dense forest 
area)

39 40.5 42 43 45 45

Communi  es in Nepal mange almost about 39% of total dense forest 
area of Nepal (MoF, 2015). If we look at the data on community forestry, 
what we can say is, this approach (involving local people) has been 
very impac  ul so far. Also, the number of community forest has been 
increasing every year. Similarly, the number of community forest user 
group is increasing every year.
The contribu  on made by this sector to overall forestry sector in its 
management and conserva  on certainly cannot be neglected. This 
approach has played a substan  al role in helping forest area of Nepal to 
increase from 29% in 1999 to 40.36% in 2015 (MoFSC, 2015).

Year Number of Community 
forest u  lizing group

Area of handed over 
community forest

2007/08 14,389 1,225,993

2008/09 14,559 1,230,000

2009/10 14,686 1,233,012

2010/11 15,256 1,350,644

2011/12 17,533 1,639,658

2012/13 18,133 1,700,000

2013/14 18,471 17,31,482

2014/15 18,961 1,752,193

Plans and Policies:
For the improvement and management of community forest, Government 
of Nepal has developed various plans and policies and among them 
some are Master Plan for the Forestry Sector (1989), Forest Sector 
Policy (2000), Community Forestry in the Tenth Plan (2002-2007), The 
Community Forestry Program Implementa  on Guidelines (1994-1995) 
which was revised in (2000-2001), Leasehold Forest Policy (2002), 
Nepal Australia Community Resource Management and Livelihood 

Forest Under Community Based 
Management -

Uses & Implica  ons
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Project (2003-2006), Nepal Swiss Community Forestry Project (2004-
2008), Nepal Resource Management Sector Assistant Program (2005), 
Livelihood and Forestry Program (2001-2011), SAGUN Forestry 
Programme (2002-2007), Enhancing Livelihood and Food Security from 
Agroforestry and Community Forestry in Nepal (EnLiFT) (2013-2018), 
Collabora  ve Forest Management Guideline (2003) and Forest Sector 
Strategy (2016-2025).
Currently, more than 25000 community-based forest management 
groups across the country are directly engaged in managing 30% of the 
country’s total forest. Besides, GoN has developed a strategy to maintain 
at least 40% of the total area of the country under forests. As well as, 
the GoN has announced 2014-2023 as forest decade with a theme: 
‘one house, one tree, one village, one forest and one town several parks’ 
which aims to create new forests and tree groves in areas where forests 
have already been lost as well as to manage natural forests (Kanel, 2006). 
It is es  mated that out of total budget allocated for MFCS, about 35% 
is spent on Community Forestry Program. While about 60% of the total 
development budget of Community Forest Program is funded through 
foreign assistance. In addi  on, the donor agencies have funded at least 
US$ 237,021,562 for over the last 30 years, while the GoN have funded 
at least US$ 8,152,110 for over the last 20 years (MoFSC, 2013).

Organiza  ons:
There are various organiza  ons involved in the forest based community 
management and some of the government ins  tu  ons involved are 
Ministry of Forestry and Soil Conserva  on (MoFSC), Department of 
Forests (DoF), Department of Forests Research and Survey (DoFRS) 
and Department of Plant Resources (DoPR).  While, The Ins  tute 
of Forestry located in Pokhara and Hetauda are involved in teaching 
various community forestry related courses. Some of the civil society 
organiza  ons involved in suppor  ng community forestry are Nepal 
Forum for Environmental Journalists (NEFEJ), Nepal Forestry Associa  on 
(NFA), Rangers Associa  on and WATCH. The Federa  on of Community 
Forestry Users (FECOFN), Nepal Forest Resources User Group (NEFUG), 
HIMAWANTI and Community Forestry Supporters Network (COFSUN) 
are some of the networks suppor  ng community forestry. 
There are many development partners involved in management 
of community forest of Nepal and it includes Danish Interna  onal 

Development Agency (DANIDA), Department for Interna  onal 
Development (DFID), Australian Agency for Interna  onal Development 
(AusAID), and United States Agency for Interna  onal Development 
(USAID), CARE Nepal, Interna  onal Union for Conserva  on of Nature 
(IUCN) and World Wildlife Fund (WWF).  While, interna  onal ins  tu  ons 
working for community based forest management are The Regional 
Community Forestry Training Center (RECOFTC), The Interna  onal 
Center for Integrated Mountain Development (ICIMOD), Na  onal Trust 
for Nature Conserva  on (NTNC), and Center for Interna  onal Forestry 
Research (CIFOR). 
These organiza  ons have not only engaged people for the conserva  on 
and management of the forest resources but has also opened up new 
dimension where few products from the forests can be very poten  al for 
the commodity exchanges like sandalwood, asparagus, etc.

Posi  ve Impact:
• One of the important impact of community based forest management 

is that it promotes and conserves biological diversity.
• CBFM has contributed towards the Gross Domes  c Product (GDP), 

Sustainable Forest Management and good governance of Nepal.
• It has helped the rural areas who are deprived from infrastructure, 

educa  on, health facili  es and economic opportuni  es and acted as 
a steering vehicle for rural livelihood.

• It has helped to create local employment opportunity and generate 
income from diff erent ac  vi  es such as sale of forest products, 
membership fees, fi nes from rule violators, sale of non-  mber forest 
products and so on.

• It has provided spaces for women par  cipa  on considering women 
also have capacity to make decisions related to village development, 
resource management and their family concerns.

Challenges:
• There is lack of concrete data in order to show contribu  on and 

linkages of community forestry.
• Implementa  on of community forest management has taken place 

in rela  vely accessible areas and remote areas have not come under 
the preview of community forestry interven  ons. The impact so far 
has been just limited to the Hills area of Nepal. Terai and Himalayan 



13 | MEX NEPAL YEAR BOOK 2016

Experts View

Aishwarya Pradhan
(Ms. Aishwarya Pradhan is an MBA scholar of King’s College, Kathmandu affi  liated 
to Westcliff  University. She completed her Bachelors in Business Administra  on 
from Li  le Angels’ College of Management, Lalitpur affi  liated to Kathmandu 
University. She is a research associate and data analyst with addi  onal skills in 
MS Excel, SPSS at Center for Research and Development at King’s College.)

Bibek Kadel
(Mr. Bibek Kadel, currently a BBA scholar in King’s College, Nepal, has been 
ac  vely involved in various researches being Enumerator, Data Analyst and 
Report Writer. From last six months, he has been working in Center for Research 
and Development at King’s College as a Research Associate. )

Chi  aranjan Pandey
(Mr. Chi  aranjan Pandey, an alumnus of Coopera  on & Development Network 
(CDN) in Italy, received his Postgraduate in Economics and Interna  onal 
Coopera  on and Development from Tribhuvan University and Midwestern 
University respec  vely.  Currently, he is the Deputy Coordinator of Center 
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areas has been compara  vely behind in this. 
• The community forest user groups are 

reluctant to apply improved techniques of 
forest management, as they believe it might 
destroy the forests.

• Social exclusion and inequitable benefi t 
sharing are one of the major challenges 
prevalent in community forestry.

• Elite control over the forest management and 
exclusion of poor, Dalits and marginalized 
groups in decision making system is another 
problem.

• Lack of produc  on and processing of non-
 mber forest products.

Role of Civil Society:
• Firstly, civil society can promote the benefi ts 

that people can get while ge   ng involved in 
community forest. 

• Also, civil society can promote the use of 
new techniques in forestry management 
and introduce the trade pla  orm for the 
same. 

• Also, civil society can create awareness 
about the ongoing illegal logging in 
community forests and bring the trade to 
the formal economic parameters rather than 
ge   ng it wasted for the informal economy. 

References
FAO. (2015). Food and Agriculture Organiza  on 
(FAO) Sta  s  cal Pocketbook. Rome: FAO.
FAO. (2016). Forty Years of Community-Based 
Forestry: A review of its extent and eff ec  veness. 
Rome: Food and Agriculture Organiza  on (FAO), 
United Na  on (UN).
Kanel, K. R. (2006). Current Status of Community 
Forestry in Nepal. Bangkok: Regional Community 
Forestry Training Center for Asia and Pacifi c 
(RECOFTC).
MoF. (2015). Economic Survey 2014/15. 
Kathmandu: Ministry of Finance, Government 
of Nepal.
MoF. (2016). Economic Survey 2015/16. 
Kathmandu: Ministry of Finance (MoF), 
Government of Nepal.
MoFSC. (2013). Persistence and Change: Review 
of 30 years of community forestry in Nepal. 
Lalitpur: MoFSC.
MoFSC. (2015). State of Nepal’s Forest: Forest 
Resource Assesment Nepal (FRA). Kathmandu: 
Department of Forest Research adn Survey 
(DFRS).
UN. (2016). oal 15: Sustainably manage forests, 
combat deser  fi ca  on, halt and reverse land 
degrada  on, halt biodiversity loss. Retrieved 
from Sustainable Development Goals: 17 Goals 
to transform our world: h  p://www.un.org/
sustainabledevelopment/biodiversity/



MEX NEPAL YEAR BOOK 2016 | 5MEX NEPAL YEAR BOOK 2016 | 5

We Satisfy your
    Trading Needs...

Himalayan Clearing Corporation Pvt. Ltd.
House No: 281, Devi Marg, Sano Gaucharan, Gyaneshwor, Kathmandu, Nepal

Tel: +977-1-4438908/4439337/4436657 | Fax: +977-1-4438908/4436657 Ext:27 



Experts View

15 | MEX NEPAL YEAR BOOK 2016

Weather Derivatives:

Prospect for Nepal
Introduc  on 
The producer of commodity faces price risk and volume risk due 
to various causes. Price risk refers to the fl uctua  on in the price of 
commodity especially downfall from the sand point of the producer. 
Volume risk refers to the less or over produc  on than expected. Price 
risk also comes from volume risk. Over and under rain fall, snow fall, 
wind, temperature, fl ood, fog and global warming are clima  c changes 
which bring risk to the producer of agriculture products.  Not only the 
agriculture producers but beverage business, chemical industry, clothing 
business, electricity business, petroleum products etc. are also aff ected 
by the change in weather. Their revenue and cost may be aff ected by 
the change in climate. There are very few companies whose opera  ons 
are completely unaff ected by the weather. Some company’s fortune is 
 ed to the weather. Businesses like fruit juice, cold drink etc. are highly 

aff ected by the change in weather. 
Nepal’s economy depends on agriculture. Total area of Nepal is 
147,181 km2 divided in mountains (35%), hills (42%) and terai (23%). 
A total of 3091000ha area is cul  vated for agriculture, and it accounts 
for about 40% of the gross domes  c product (GDP). (MAlla, 2008). 
A study conducted by Ramasami (2010) shows that average annual 
mean temperatures have been increasing in Nepal by 0.06°C and 
these increases are more pronounced at higher al  tudes and in winter. 
The overall temperature in the country is found to be rising at the 
rate of 0.41° C per decade and there will be a rise in average annual 
temperature in the range of 2°C to 4°C over Nepal. The change in the 
climate has an impact on the weather. 

The development of fi nancial market especially deriva  ve market 
has provided opportuni  es to business, agriculture producers and 
individuals a pla  orm to be safe from risks aroused from the change 
in weather.  Weather deriva  ves were fi rst introduced in 1999 as CME 
listed weather futures and weather op  ons on futures. Now, op  ons 
futures, forward and swap on weather are traded on both exchange 
and OTC market. 

WHAT IS A WEATHER DERIVATIVE?
A deriva  ve is a contract between two par  es to buy and sell the 
underlying asset at specifi ed price. A weather deriva  ve is that contract 
where the temperature is the underlying. All the underlying assets may 
not be owned. The most important feature of an underlying is that it is 
a source of risk. Weather is such underlying that cannot be owned but it 
is a major source of risk. Weather deriva  ve permits traders to manage 
the risk driven by the uncertainty of weather. (Chance & Brook, 2016).
Weather contracts on U.S. ci  es for the winter months are  ed to an 
index of hea  ng degree day (HDD) values. These values represent 
temperatures for days on which energy is used for hea  ng. The 
contracts for U.S. ci  es in the summer months are geared to an index 
of cooling degree day (CDD) values, which represent temperatures for 
days on which energy is used for air condi  oning. Both HDD and CDD 
values are calculated according to how many degrees a day’s average 
temperature varies from a baseline of 65° Fahrenheit. The day’s average 
temperature is based on the maximum and minimum temperature from 
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midnight to midnight.(Investopedia, 2016). A degree day is a measure 
of how much a day’s average temperature deviates from 65 degrees 
Fahrenheit (18 degrees Celsius), a baseline selected by u  lity companies 
since furnaces and air condi  oners are turned on above and below this 
benchmark. (CME Group Inc, 2016). On a cool day (<65 degrees) day, 
energy is considered to be consumed in providing heat. While using 
weather futures, a quan  ty of one hea  ng degree day (HDD) is the 
diff erence between 65 degree and the average temperature of that day. 
On warm (>65 degrees) day, energy is considered to be consumed in 
providing air condi  oning. A quan  ty of cooling degree day (CDD) is 
the diff erence between the average temperature of that day and 65 
degrees. 
In Europe, the CME CAT (Cumula  ve Average Temperature) Index is 
the accumula  on of daily average temperatures over a calendar month, 
with the accumula  on period beginning on the fi rst calendar day of 
the contract month and ends with the last day of the contract calendar 
month. Cumula  ve Average Temperature (CAT) contracts are available 
for summer months in Europe, allowing businesses to hedge against 
monthly vola  lity by tracking average daily temperature in a given city. 
(CME Group Inc, 2016).
Weather op  ons are also traded on exchanges. The traders can use 
weather op  ons to hedge against their risk arising from a change in 
the weather. An HDD (or CDD) for weather op  ons are the number 
of degrees the day’s average temperature is above (or below) a base 
temperature. They are calculated as follows:
Daily HDD = Max (0, base temperature – daily average temperature)
Daily CDD = Max (0, daily average temperature – base temperature)

PROSPECTS FOR NEPAL
We can hear and see numerous news regarding the destruc  on of crops 
due to fl ood by heavy rain, by storm, by heavy snowfall, by no rainfall, 
by high temperature and so on in many newspapers and TV channels of 
Nepal. This results in low produc  on of agricultural products and price 
increases. Consumers of such products have to pay a higher price and 
some  mes commodi  es are not available. Businesses using agricultural 
products as raw materials have to bear the high cost of produc  on. 
Cold drink seller’s and ice cream seller’s business get loss in hea  ng 
degree day if the temperature could not increase suffi  ciently. 
Cold drink selling companies like Coca Cola and Pepsi and other 
juice sellers could hedge their exposure to weather if there were the 
availability of weather futures traded in futures exchanges. Similarly, the 
produc  on of apple in the hilly region of Nepal depends on the amount 
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jhabindra.pokharel@ncc.edu.np)

of snowfall. If futures or op  on contract on snowfall is available, the 
producer of apple can hedge the risk. The start of monsoon and rainfall 
in the Terai region determines the produc  on of paddy. Low rainfall 
harms the produc  on of paddy. The farmers could hedge their risk if 
futures or op  ons on the weather were available. Some chemical and 
medicine producing companies have to bear the loss if temperature is 
above the certain level because their products are damaged. They have 
to spent on cooling by using energy (electricity of petroleum product) 
to maintain the right level of temperature. This increases the opera  ng 
cost. Such types of risk of damaging products or increase in cost could 
be hedged using weather deriva  ves. 
In conclusion, the weather is uncertain. Some  mes it may go high 
or some  mes it may go low. Certain types of business have to bear 
loss due to too high temperature and other types of business bear 
loss due to too low temperature. Most of the agricultural products 
are based on rainfall. The under or over rainfall is harmful to the 
agricultural producers. In developed economies, the development of 
fi nancial market has addressed this issue by making weather deriva  ves 
tradeable. Businesses in these areas are benefi   ng from op  ons, 
futures, forwards and swaps on the weather. In Nepal, the deriva  ve 
market s  ll is very small and growing stage. There is a need for lis  ng 
local products. Similarly, the lis  ng of weather deriva  ves is also 
necessary because many individuals, business and farmers can take 
benefi t of it and jus  fi able business volume will also be available to 
the exchange if they can increase awareness and communicate the 
importance of weather deriva  ves. 
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IPO Model for 
Financial Hydropower
Projects

Project, by its very defi ni  on, is a unique endeavor with a defi nite 
beginning and end. This is in contrast with the tradi  onal concept of a 
company, which by its very incorpora  on is a going concern, having a 
separate iden  ty and perpetual life. A share is a unit of ownership that 
represents an equal propor  on of ownership in a company’s capital and 
en  tles the shareholder to propor  onal claim on the company’s profi ts 
termed as ‘Dividends’.
Drawing a parallel between projects and companies is somehow 
arbitrary as they are en  rely diff erent concepts. However, in the 
Nepalese context, we have had the unique experience of hydropower 
projects off ering shares to Nepalese na  onals. Furthermore, we 
have observed the overwhelming response to such off ers, which are 
oversubscribed by mul  ple folds. As a country that has been reeling 
under the chronic and persistent problem of load shedding, this glut of 
share applica  on money is o  en cited as a poten  al model for fi nancing 
hydropower projects in general. Though this might seem lucra  ve at 

fi rst glance, there are inherent fallacies that ques  on the viability of 
this fi nancing model as a reasonable alterna  ve to harnessing Nepal’s 
hydropower poten  al.
Hydropower Projects in Nepal are awarded to private developers termed 
IPPs (Independent Power Producers) on a BOOT (Build, Own Operate 
and Transfer) Model. The hydropower asset, a  er a certain  me period, 
is handed over to the Government of Nepal free of cost and free of any 
encumbrance. In Nepal’s case, domes  c projects are handed over a  er 
35 years from issuance of Genera  on License. Eff ec  vely speaking, the 
project shares will be worth ‘Nil’ value at the end of the term. Issuing 
shares for fi nancing such projects is in direct contraven  on of the 
fundamental ‘Going Concern’ concept of a company. 
Hydropower projects, by their very nature, are ini  ated under 
condi  ons of informa  on asymmetry. This asymmetry is o  en termed 
as ‘Hydrological and Geological Surprises’ that bear the poten  al to 
an escala  on of construc  on costs. Under such circumstances, the 

Financing

of

Hydropower 

Projects

Usually fi nanced at a high Debt to Equity (D/E) ra  o. 
D/E Ra  o of 70:30 or even higher is not uncommon.

Future Cash fl ows are securi  zed. Concession 
Agreement, Power Purchase Agreements and other 
project documents act as collateral for fi nancing.

Banks grant debt based on availability and adequacy 
of cash fl ows from power sales. Amount is usually 
diverted to an escrow for debt service.

In the event of cost overrun, lenders expect sponsors 
(shareholders) to fund the addi  onal cost.

Outlook: Financing of Hydropower Projects
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owners, with the pressing deadlines, are expected to pitch in with 
their addi  onal contribu  ons. Issuing shares to public at large seriously 
hampers quick decision making as a majority of the shareholders need 
to approve the desired plan of ac  on. Even if there is unanimity, the 
problem of raising fi nancing s  ll persists. Smaller amounts of money 
will have to be raised from a large number of shareholders, leading to 
further delays and cost escala  ons. 
Issuing shares to locals is viewed as a unique tool to garner support 
for the project from the locals. The ra  onale being that people will 
not delay projects that they themselves own. As such, it is in the best 
interest of the project and the main sponsors to issue shares well 
before commercial opera  ons. The locals, on the other hand, aware 
of the poten  al downfall risks, demand shares at par on or near to 
the commercial opera  ons date jeopardizing the project progress as 
a whole. Another major cri  que of this fi nancing model is the issue of 
‘Confl ict of Interest’ that can arise due to the issuance of shares to the 
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ordinary public. This can lead to serious manipula  on of contractual 
obliga  ons during sanc  on of project loan, determina  on of tariff  or 
other cri  cal milestones as individual interest becomes a priority to the 
shareholders of the company.
Markets in general work under a specifi c set of informa  on. IPOs, in 
general, are always oversubscribed in Nepal. Public off erings are usually 
oversubscribed because of the expecta  on of propor  onal allotment. It 
would be naïve to assume that IPOs would be oversubscribed regardless 
of the size and quantum of the issue. 
Lastly, components of hydropower projects have to be imported. With 
the ever deprecia  ng Nepalese currency, it makes sense to fi nance this 
por  on of costs in foreign currency. As a capital defi cient country, we 
have to focus on a  rac  ng and retaining foreign investment as a viable 
model to fi nance hydropower projects in Nepal. Let us collec  vely focus 
on building projects, using internal resources, but only a  er carefully 
scru  nizing the inherent risks. 

”
“Hydropower Projects 

in Nepal are awarded 
to private developers 

termed IPPs 
(Independent Power 

Producers) on a BOOT 
(Build, Own Operate 
& Transfer) Model.
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In Nepalese society, gold is often used as money, people wear gold ornaments, but when needed 
they sell gold and generate money. Gold is not only used as ornaments but also taken as savings and 
investment. 
Gold is a safe-haven commodity as throughout history, it has been a sight as a store value. It is regarded 
as a currency that cannot be manipulated by the interest rate policies of any single government and has 
historically been used as a hedge against inflation.  A safe haven is an investment that is expected to 
retain its value or even increase its value in times of market instability.
Gold is hard money, different than the fiat currency that is used for transactions today. Because of 
its properties as being a unit of account, portable, divisible, and fungible, it can be used as currency. 
Historically, gold holds value over time. 
Considering the data between 1979 and 2009, the study finds that gold is both hedging tools and a 
safe haven for both the US and major European markets. However, it is not shown to be so for Australia, 
Canada, Japan, and the BRIC markets. 
Gold was a strong haven for most of the developed markets during the peak of the recent financial 
crisis. Some analyst argues that gold may act as a stabilizing force for the financial system by reducing 
losses in the face of extreme negative market shocks.
The price of gold is same everywhere in New York, London, Tokyo or other places. The price of gold is 
the same according to its country currency value. If you buy gold in one country with its currency and 
sell in another country in their currency then we will get the same price (excluding the tax, duties and 
exchange rate fluctuation). 
If the stock market and the economy of any country are collapsing then gold is used as a hedge by the 
people of that country. If there is a problem with the economic condition of most of the countries or 
let’s say the problem in the world’s economy, then the price of gold will also fall in the market, but in 
comparison to other things gold’s market fall less and then that of other markets. And if the market 
begins to recover then the performance of gold is much better, for that we can see the market price of 
gold in the 2008 crisis.
Gold is different than other commodities. Gold is used for jewelry purpose and store for value. When 
there come a bigger risk and uncertainty, then the investor choose gold. Gold doesn’t pay interest or 
dividends, besides this investor trust gold because it is psychologically accepted as global currency. 
Gold is that currency, which is trusted by all people of the world.
These days gold is not used as paper money. But, if the government and the central bank need to do 
a big transaction, than they must rely on gold. Like other commodities, the price of the gold is fixed 
by its demand and supply in the market. And global inflation is the main reason for the high demand.

Gold Fluctua  ons:
A Precious Safe Haven
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Cocoa

The three main varie  es 
of the cocoa plant are 

Forastero-the versa  le, 
Criollo-the hybrid and 
Trinitario-the hybrid.

”
“
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Introduc  on
Cocoa pods are the fruit of the cacao tree. The La  n name for cocoa—
Theobroma—means “food of the gods.” The origins of the cocoa plant 
can be traced thousands of years back and discovered during the early 
explora  on of the Americas. This valuable crop played an important 
role in many ancient South American cultures. In the 1600s, Cocoa 
successfully spread across Europe as sweeteners and fl avorings were 
added. 
The three main varie  es of the cocoa plant are Forastero-the versa  le, 
Criollo-the hybrid and Trinitario-the hybrid. Forastero is the most 
widely used, comprising 95% of the world produc  on of cocoa. Cocoa 
trees grow within 20° of la  tude from the equator in hot, rainy tropical 
areas. Cocoa harvest is not restricted to a single period per year and a 
harvest typically occurs over several months. In fact, in many countries, 
cocoa can be harvested at any  me of the year. To combat capsid bugs 
and fungicides to fi ght black pod disease, pes  cides are o  en applied 
to the trees.
The primary growing regions are Africa, Asia, and La  n America. By 
volume, the largest producing country is Côte d’Ivoire, which produces 
33% of global supply.  Netherlands, USA, and Malaysia are the top 
countries that import cocoa beans, whole or broken, raw or roasted. 
Major producing countries in each region: 
• Africa: Côte d’Ivoire, Ghana, Nigeria, Cameroon
• Asia/Oceania: Indonesia, Malaysia, Papua New Guinea
• Americas: Brazil, Ecuador, Colombia
Cocoa is unique among so   commodi  es in its rela  onship to currencies. 
Because of Britain’s historical domina  on of the West African cocoa 
industry and a Bri  sh pound-denominated futures contract traded on 
the New York Stock Exchange-London Interna  onal Financial Futures 
(LIFFE) Exchange. Cocoa’s currency strongly correlates with the Bri  sh 
pound (GBP) than with the U.S. Dollar Index. Supply and demand of 
cocoa are measured by the stocks to grinding ra  o. A low ra  o suggests 
that there is not a lot of cocoa powder to sell and grinders are working 
at capacity to meet demand.

Fundamental Facts
• More demand of chocolates and more demand for non-chocolate 

sweets aff ects the price of cocoa substan  ally.
• Mandatory improvements in the African labor standards are primary 

factors that o  en causes the cocoa price to fl uctuate in the both 
short and the long runs.

• Confl ict in the cocoa-rich Ivory Coast causes the cocoa prices to 
fl uctuate being the largest producer.

• Cocoa plant is aff ected by soil erosion, drought, diseases and other 
clima  c factors.

• Increasing focus on an  oxidants and gene  c research boos  ng 
cocoa supplies are also fundamental factors to be considered.

Top Producers of Cocoa 

(Metric Ton)

Area-Country 2012-13 2013-14 2014-15

Africa 2836 3198 2978

Cameroon 225 211 230

Cote d’Ivoire 1449 1746 1750

Ghana 835 897 696

Nigeria 238 248 210

Others 89 96 93

America 622 722 744

Brazil 185 228 230

Ecuador 192 234 250

Others 246 260 264

Asia & Oceania 487 450 435

Indonesia 41 36 42

Papua New Guinea 36 39 43

Total 3945 4370 4157

Source: Interna  onal Cocoa Organiza  on
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Coff ee

Introduc  on
Coff ee is the world’s second most traded commodity, behind 
petroleum and the largest food import of the United States. Coff ee 
was tradi  onally developed as a colonial cash crop, planted by serfs 
or wage laborers in tropical climates. Research has found that there 
are above a hundred million farmers and coff ee workers in over 50 
countries across the world. 
Coff ee beans come from a small evergreen bush. Reaching maturity, 
which takes anywhere from three to fi ve years, the coff ee bushes 
blossom and the coff ee berry, starts out as a small green pod. Then 
they can be picked and dried. The seeds are then removed and 
roasted. It’s the roas  ng process that gives coff ee its dis  nc  ve taste 
and a  ributes. Beans that are lightly roasted tend to be more acidic, 
bi  er tas  ng and have more caff eine. Dark roasted coff ee beans have 
a smoother taste due to more sugars.
There are mainly two types of coff ee namely Arabica and Robusta 
coff ee. Approximately 70% of the world’s produc  on is the Arabica 
bean, used for higher-grade and specialty coff ees. 80% of this bean 
comes from La  n America whereas Robusta is grown primarily in Africa 
and Asia. Both kinds are traded worldwide on various exchanges. 
Robusta is typically sold for 70% of the price of Arabica. For this 
reason, Robusta is usually favored by the “Big Four” companies that 
roasts coff ee (Kra  , Nestlé, Procter & Gamble, and Sara Lee). They 
purchase about 50% of the coff ee produced worldwide.
Brazil has been the largest producer of coff ee for the last 150 years, 
followed by Colombia, Vietnam, Indonesia, and Mexico. An es  mated 
11 million hectares of the world’s farmlands are dedicated to coff ee 
cul  va  on.

Fundamental Facts
• The top coff ee-producing countries are generally poli  cally 

unstable. These facts cannot be neglected and sta  s  cs have it 
that the top fi ve producers of coff ee collec  vely account for more 
than 60% of the world’s coff ee produc  on. Hence, geopoli  cal 
factors come top of the list to be considered to es  mate coff ee 
industry.

• Coff ee is highly sensi  ve to the weather condi  ons and does not 
thrive in certain weather condi  ons.  We can safely say rain has 
to fall just about the right  me and sun has to shine at right  me 
for coff ee plants to grow properly. Farm output becomes low and 
hence, supplies become a problem if clima  c factors are not as 
expected.

• Global demand outlook defi nes the price of coff ee.
• Fair trade coff ee is slowly gaining popularity. Fair trade guarantees 

coff ee growers a set price prior to the harvest. This has led to more 
privately nego  ated deals with coff ee co-ops around the world. 
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Top Producers of Coff ee 

(Metric Ton)

Countries 2013-14 2014-15

Brazil 56,000 51,200

Vietnam 29,833 28,167

Colombia 12,075 12,500

Indonesia 9,500 8,800

Ethiopia 6,345 6,475

Honduras 4,400 5,200

India 5,075 5,100

Uganda 3,850 3,550

Mexico 3,950 3,300

Guatemala 3,415 3,215

Source: U.S. Department of Agriculture

We can safely say rain has to 
fall just about the right  me 
and sun has to shine at right 
 me for coff ee plants to grow 

properly.
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Corn
Introduc  on
Corn, Zea mays L., (also known as “maize”) is a cereal crop and a 
member of the grass family. Corn is one of the globe’s most widely 
used food staples grown around the world. Corn varie  es are directly 
used for food and animal feed. It is also processed to make food and 
feed ingredients (such as high fructose corn syrup, corn starch, and 
lysine) or industrial products such as ethanol and polylac  c acid (PLA). 
Its major uses can be summarized as livestock feed, ethanol produc  on, 
produc  on of starch, corn oil, sweeteners, human consump  on—grits, 
corn fl our, corn meal, beverage alcohol.
The six major types of corn are dent corn, fl int corn, pod corn, popcorn, 
fl our corn, and sweet corn. Primarily, two methods of processing corn 
are referred to as “dry” and “wet” milling. The maize plant is o  en 3 m 
in height, though some natural strains can grow 12 m. In the temperate 
zones, maize must be planted in the spring because it is cold-intolerant.

Fundamental Facts
• Fundamentally, an increase in the demand for ethanol increases the 

demand. Usually, this would bring about a surge in eth price of 
the commodity. While a reduced demand for ethanol can adversely 
aff ect the price of corn. 

• Corn is fast growing into an energy commodity and develops a price 
rela  onship with other energy commodi  es. The direc  on of the 
oil market can be used to par  ally predict the direc  on of the corn 
market. For the most part, the rela  onship is posi  ve.

• The climate is the biggest eff ect on the price of corn las  ng from 
the near term to the long-term. So, it is always important to factor 
climate outlook into your analysis. As a ma  er of fact, the weather is 
a fundamental element in the pricing of any agricultural commodity.

• The produc  on of corn is not evenly distributed around the world. 
So, geopoli  cal issues could bear signifi cant for considera  on on 
the short-term prices of corn. 

• Gene  cally modifi ca  ons are used to express agriculturally desirable 
traits on corn and plants become more resistant to disease and 
herbicides.

• The United States Department of Agriculture (USDA) produces 
several important reports on corn which helps to analyze how 
much and which crops will be planted by farmers for the upcoming 
season, the supply and the demand.

Top 10 Producers of Corn in 2015

(60,000 kg)

Country Quan  ty Country Quan  ty

USA 361,091 Argen  na 27,000

China 215,500 Mexico 25,480

Brazil 85,000 India 23,670

European Union 75,793 Canada 11,500

Ukraine 28,450 Russia 11,325

The six major types of corn are 
dent corn, fl int corn, pod corn, 
popcorn, fl our corn, and sweet 

corn.
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Major Exporters & Importers of Corn in 2015

(1 Million Bushels)

Country Exporters Country Importers

USA 1,713 Japan 579

Brazil 1,378 Mexico 433

Ukraine 610 South Africa 394

Argen  na 689 European Union 630

Serbia 67 Egypt 315

Russia 150 Iran 177

European Union 39 Colombia 177

Burma 35 Algeria 165

Paraguay 91 Taiwan 161

Mexico 39 Saudi Arabia 138

Canada 39 USA 39

Others 200 Others 1,842

Source: U.S. Department of Agriculture
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Co  on
Introduc  on
Co  on is a so  , fl uff y staple fi ber.  It grows in a ball around the seeds 
of the co  on plant which yields the most important of all natural tex  le 
fi bers. The co  on plant belongs to the genus Gossypium of the family 
Malvaceae (mallow family). Generally, it is a shrub plant with broad 
three-lobed leaves and seeds in present in capsules or balls. Each seed 
is surrounded with downy white or cream colored fi ber and can be 
easily spun. When dried, fi bers fl a  en and twist naturally.
The word ‘co  on’ is derived from an Arabic word ‘qutun’ or ‘kutun’, 
meaning any fi ne tex  le. The plant is na  ve to tropical and subtropical 
regions, including the Americas, Africa, and India. Grown extensively in 
India for six thousand years, co  on has a very rich history.
Co  on is backed with thousands of uses. A large part of the world’s 
tex  le produc  on is cloth made of co  on or blends of co  on and 
synthe  c fi bers. In addi  on to this, co  on is used in fi shing nets, coff ee 
fi lters, tents, explosives manufacture, co  on paper, and in bookbinding. 

The plant’s seed also provides edible vegetable oil and protein feed. 
The United States has been the largest exporter for many years. China 
is the world’s largest producer of co  on where most of this is used 
domes  cally. The major importers of co  on were China, Bangladesh, 
Vietnam and Turkey during 2015.

Fundamental Facts
• The state of harvest in the leading producing countries: namely 

China, India and the USA.
• The given shipment of co  on’s quality, giving the premium against 

the Cotlook A Index (calculated based on the 5 cheapest co  on 
available in the Asian market). Co  on is graded by country of origin, 
staple length, fi neness, and maturity.

• The cost of subs  tutes: especially wool (decreasing usage) and 
man-made fi ber (petroleum based -synthe  c, and ar  fi cial -cellulose 
based -fi bers) which are cheaper.

• The state of demand from the leading co  on-consuming/impor  ng 
countries such as China, India, Pakistan, Turkey and Brazil in 
par  cular in the most relevant sector i.e. the tex  le industry. 

• The value of the US Dollar, as the US is the largest exporter or 
co  on

• Seasonal and weather factors
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• Many co  on producing countries have sought to insulate their 
farmers and the tex  le industries upon which they depend on from 
external compe   on, changes in these policies (e.g., subsidies) can 
have an impact on other global co  on producers. For example, the 
US government has subsidized US co  on farmers since the 1930’s, 
to a greater extent that farmers of other crop. However, these 
subsidies distort global fl ows of co  on.

• Gene  c modifi ca  ons like many other agricultural products

Major Producers of Co  on in 2015-2016

(1 Million Metric Ton)

Country Quan  ty Country Quan  ty

India 5.8 Uzbekistan 0.8

China 4.9 Turkey 0.6

USA 2.8 Australia 0.6

Pakistan 1.5 Turkmenistan 0.3

Brazil 1.3 Mexico 0.2

Burkina 0.3 Mali 0.2

Greece 0.2 European Union 0.3

African Franc Area 0.9 Others 1.8

Total 21.33

Source: U.S. Department of Agriculture
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Major Exporters & Importers of Co  on in 2015-2016

(1 Million Metric Ton)

Import Export

Country Quan  ty Country Quan  ty

Bangladesh 1.2 USA 2.0

Vietnam 1.0 India 1.3

China 1.0 Brazil 0.9

Turkey 0.9 Australia 0.6

Indonesia 0.6 Uzbekistan 0.5

Pakistan 0.7 Burkina 0.3

South Korea 0.3 Mali 0.2

Thailand 0.3 Turkmenistan 0.3

Mexico 0.2 Greece 0.2

India 0.2 Ivory Coast 0.1

Taiwan 0.2 Benin 0.1

Egypt 0.1 Cameroon 0.1

Malaysia 0.1 African Franc Area 1.0

Others 0.8 Others 0.8

European Union 0.2 European Union 0.3

Total 7.5 Total 7.5

Source: U.S. Department of Agriculture
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Soybean Oil
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Introduc  on
Soybean oil, extracted from the seeds of soybean (Glycine max), o  en 
has a dark yellow or faint green color. Soybean seed contains 18-19% 
oil. Soybeans, in comparison to other beans, grains, and cereals, contain 
a huge amount of fat. To extract soybean oil from seed, the soybeans are 
cracked, adjusted for moisture content, rolled into fl akes and solvent-
extracted with commercial hexane. Then the oil is refi ned, blended for 
diff erent applica  ons, and some  mes hydrogenated. Both liquid and 
par  ally hydrogenated Soybean oils are exported abroad, in the form of 
“vegetable oil”, or end up in a wide variety of processed foods. As a drying 
oil, processed soybean oil is also used as a base for prin  ng inks (soy ink) 
and oil paints. It is also used as a primary source of biodiesel in many 
countries. Undoubtedly, soybean oil is benefi cial for food manufacturers, 
who are able to use cheap vegetable oils for their products.
The fi rst domes  c use of soybean is traced in 11th BC, or a li  le earlier 
to the eastern half of North China.

Fundamental Facts
• Soybean oil has normally a shelf life of 1 year but it’s be  er to store 

soybean oil for only a few months at room temperature.
• Soybean oil was among the top three oils ranked ‘very healthy’ by 

consumers, according to University of Stellenbosch Business School 
(USB)’s 2011 Consumer A   tudes about Nutri  on Survey.

• Argen  na and Brazil are the leading players in the interna  onal 
soybean oil market. 

• Fuel is one of the factors of soybean oil produc  on. Thus, fuel prices 
are likely to aff ect the price of the commodity. In past 10 years, 
the increased global biodiesel produc  on capacity has increased the 
consump  on of soybean oil in Europe.

• China is the world’s largest and Indian is the second largest importer 
of soybean oil. In general, as the demand for soybean in China 
grows, chances are soybean oil prices will follow suit. 

• The availability of other cooking oils also does aff ect the price of 
soybean oil. The more the other cooking oils become available, the 
greater the reduc  on in the reliance on soybean oil as cooking oil. 

• US export data of soybean oil is an important factor that aff ects its 
price.

0

10

20

30

40

50

60

70

Ja
nu

ar
y

Fe
br

ua
ry

M
ar

ch

A
pr

il

M
ay

Ju
ne Ju
ly

A
ug

us
t

Se
pt

em
be

r

O
ct

ob
er

N
ov

em
be

r

D
ec

em
be

r

4

0 0

6

0

28

39

68

19
22

38

12

Soybean Oil

Soybean Oil

Months (January 2016- December 2016)

L
o
t
s

• Soybean cul  va  on requires summer, with temperature ranging 
between 20 and 30°C. Fundamentally, anything that aff ects the 
produc  on of soybean will aff ect the price of soybean oil. 

• Soybean oil is used in a number of food processing industries. As 
usual, the more these industries prosper, the higher the chances that 
they will demand more of soybean oil, which might bring about an 
increase in soybean oil prices.

Major Producers of Soybean Oil in 2016

(1000 Metric Ton)

Country Quan  ty Country Quan  ty

China 15,587 India 1,661

USA 10,033 Mexico 766

Argen  na 8,440 Russia 735

Brazil 7,680 Paraguay 800

European Union 2,527 Bolivia 490

Source: U.S. Department of Agriculture
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Soybean
Introduc  on
Soybean (Glycine max), also known by various other names like ‘miracle 
bean’, ‘wonder bean’, ‘golden bean’, ‘king of bean’, is one of the most 
important oilseeds crops in the world. People say that it is a golden gi   
of nature in terms of health benefi ts and is grown in diverse climates 
worldwide.
It is an annual herbaceous plant in the legume or bean family; Fabaceae. 
Soybean originated in southeastern Asia (including China, Japan, and 
Korea) that was domes  cated for its edible seeds and young pods 
more than 3,000 years ago. Now this miracle bean is cul  vated all over 
the world mainly for its high level of protein and oil contents. Thus, it 
can play an important role in the fulfi llment of the oil needs of human 
beings.  It is now the world’s most important legume crop, and the sixth 
of all cul  vated crops in terms of total harvest.
The soybean seeds contain 25 percent oil and 45 percent good 
quality protein and 35 percent carbohydrates. It is an easy and cheap 
source of protein. This crop can obtain nitrogen from the atmosphere 
through the bacteria present in the roots of the plant. The ability to fi x 
atmospheric nitrogen in the soil thus does not deteriorate soil health 
and is considered to be an environment-friendly crop.
The protein obtained from soybean is fed mainly to livestock. For those 

who love to be vegetarians, soybean can be a good choice. Apart from 
proteins and carbohydrates, they can provide a substan  al amount of 
iron, vitamin C, thiamine, folic acid, calcium, magnesium, potassium, 
zinc, and manganese. Soybean provides the raw material for industries 
that produce oil, margarine, cosme  cs, cookies, candy, biscuit, milk, 
vegetable cheese, and also in pharmaceu  cal products.
In the United States, soybean cover an area of 30 million hectares (FAO: 
2012). Brazil, Argen  na, China, India, Paraguay, and Canada are the 
major growing areas other than the United States.

Fundamental Facts
• The United States Department of Agriculture (USDA) releases 

several important reports on soybeans. Detailing how many and 
which crops will be planted by farmers for the upcoming season, 
es  mates the supply and demand for soybeans and examines the 
supply of soybeans and various other grains on a state-by-state 
basis.

• Brazil is the second largest producer of soybeans behind the U.S. 
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However, the country faces opposi  on from various environment 
groups that dispute the soybean industry’s encroachment on the 
Amazon rain forest and the overall deforesta  on of Brazil for profi t. 

• One of the most controversial infl uences in the soybean market 
is the concept of gene  c modifi ca  on or gene  cally modifi ed 
organisms (GMO). Soybeans were modifi ed to be resistant to 
herbicides.

• 45 percent of the world’s soybean acreage and 55 percent of 
produc  on is in the United States. 

• China is by far the largest importer of soybeans and the country is 
expected to yearly increase its soy imports (only soybeans) by 5% 
and buy 50% more by 2020/21, reaching 110 million metric tons of 
soybeans imports.
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Major Producers of Soybean in 2015-2016

(1 Million Metric Ton)

Country Quan  ty Country Quan  ty

USA 106.934 Paraguay 9.09

Brazil 96.50 Canada 6.235

Argen  na 56.50 India 7.00

China 11.60 Others 18.796

Source: U.S. Department of Agriculture
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Sugar

Introduc  on
Sugar, due to a variety of factors, including the human appe  te for 
sweet foods and drinks, the complementarity that sugar brings to the 
other fl avors in food is one of the important commodi  es. It gains more 
importance because of its preserva  on and fermenta  on proper  es 
and the calories it provides. As a chemical term, “sugar” refers to all 
carbohydrates of the general formula Cn(H2O)n. Sugar is produced 
from two primary crops: sugarcane and sugar beets while the end 
product (i.e., sucrose) is iden  cal for each process. Around 79% of total 
produc  on is made from sugar cane, grown primarily in the tropical 
and sub-tropical zones of the southern hemisphere, and the balance 
of sugar beet is mainly grown in the temperate zones of the northern 
hemisphere. 
The largest producer and exporter of sugar is Brazil. India, China, 
Thailand, and Pakistan are major sugarcane producers a  er Brazil.

Fundamental Facts
• Increasing popula  on and growing income have a major impact on 

the consump  on and price trends.
• It is important to watch global sugar produc  on and global stocks 

trends at all  me, as it is the biggest short-term and long-term 
mover of sugar prices.  

• Events in Brazil and China aff ect the sugar market as Brazil is the 
world’s largest producer of sugar, and China is the third largest 
producer; magnifi ed by the fact that it has the second largest 
economy in the world and the largest popula  on.

• Sugar, most of which is go  en from sugarcane, is highly weather 
sensi  ve. It requires frost-free climate with suffi  cient rainfall during 
the growing season. Therefore, any weather condi  on that diff ers 
from this is likely to hamper sugar produc  on.

• The increase in interna  onal crude oil prices has resulted in an 
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increase in the demand for ethanol as an alternate source of energy.
• Healthcare regula  ons are one of the biggest threats to global 

sugar consump  on. It is found that the consump  on of sugar is 
associated with diabetes, obesity, and tooth decay. This may lead 
to the reduc  on or elimina  on of the use of sugar or an increased 
use of alterna  ve sweeteners.

Major Producers of Sugar in 2014

(Metric Ton)

Country Quan  ty Country Quan  ty

Brazil 72,10,77,287 Mexico 5,09,46,483

India 36,10,37,000 Colombia 3,33,63,560

China 12,34,60,500 Philippines 3,20,00,000

Thailand 9,84,00,000 Indonesia 2,87,00,000

Pakistan 5,83,97,000 USA 2,92,35,877

Source: Maps of World

Major Importers & Exporters of Sugar in 2014-2015

(1 Million Metric Ton)

Import Export

Country Quan  ty Country Quan  ty

China 5.50 Brazil 23.95

Indonesia 3.20 Thailand 8.00

USA 3.46 Australia 3.56

European Union 3.20 India 2.43

UAE 2.50 Guatemala 2.20

Malaysia 2.10 European Union 1.61

Bangladesh 2.10 Mexico 1.55

South Korea 1.88 Cuba 0.88

Algeria 1.80 Colombia 0.85

Saudi Arabia 1.19 UAE 0.38

Source: Sta  s  ca
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Wheat Introduc  on
Wheat is one of the top three cereal crops in terms of global produc  on, 
along with maize and rice. Together, they provide over half of the 
requirement of calories and protein of the world. Wheat can grow in a 
wide range of climates. It grows most favorably in temperate climates 
and suscep  ble to disease in very hot and humid zones. Tri  cum 
aes  vum, T. durum, and T. compactum are three important species of 
wheat used to make bread, pasta, so  er cakes, crackers, cookies, and 
pastries. Besides, it is used for fermenta  on to make biofuel, beer, and 
vodka.
It is a member of a grass family Poaceae along with rice and sugarcane. 
Wheat and barley are he fi rst crops to be domes  cated. It normally 
requires 110 to 130 days to harvest from planta  on depending on 
climate, soil type, and seed. Fungi and viruses are the organisms that 
cause diseases to the plant. Common viruses include barley yellow 
dwarf virus (BYDV), wheat streak mosaic (WSM), and wheat soil-borne 
mosaic (WSBM).
China, India, the United States, and Russia are the top wheat producing 
countries.
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Major Importers & Exporters of Wheat in 2014

(1 Million Metric Ton)

Import Export

Country Quan  ty Country Quan  ty

Egypt 10,700 European Union 33,500

Indonesia 7,700 USA 23,950

Algeria 7,100 Canada 23,500

Iran 7,000 Russia 20,500

Brazil 6,700 Australia 17,000

Japan 5,800 Ukraine 11,000

Turkey 5,800 Kazakhstan 6,000

European Union 5,500 Argen  na 5,500

Nigeria 4,750 Turkey 3,800

Mexico 4,600 India 3,500

Source: Indexmundi

Fundamental Facts
• Wheat prices depend on the balance of U.S. and world wheat 

supply and demand, with changing stock levels having important 
price implica  ons. 

• Wheat, corn, and soybean prices tend to move together, as they 
can be subs  tutes and compliments both on the produc  on and 
use side. 

• There are numerous uncertain  es that make it diffi  cult to an  cipate 
how much wheat prices will move in the future

• Widespread weather problems, heavy rainfall, drought, hot dry 
weather condi  ons etc. aff ects the produc  on. 

• Impact of U.S Dollar deprecia  on on wheat prices
• Policy changes (export ban or quotas)

Major Producers of Wheat in 2015

(1 Million Metric Ton)

Country Quan  ty Country Quan  ty

European Union 150.67 China 130.00

India 90.00 USA 57.70

Russia 55.00 Canada 29.00

Australia 26.00 Pakistan 25.00

Ukraine 23.00 Turkey 18.5

Source: h  ps://worldknowing.com
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Copper

Introduc  on
Copper is a chemical element with symbol Cu and atomic number 29. 
It is duc  le and semi –precious metal having high thermal and electrical 
conduc  vity. Pure Copper is so   and malleable; an exposed surface 
has a reddish-orange tarnish. It is used in various forms as a conductor 
of heat and electricity, a building material, and a cons  tuent of various 
metal alloys. Copper is derived from the Greek word “Chalkos”.

Sector Copper Consump  on (%)

Building/construc  on                              50%

Engineering    24%

Electrical 17%

Transporta  on  7%

Miscellaneous Uses 2%

Source: Copper Development Associa  on (2014)

Copper metal has been in use for thousands of year. The early decades 
of the 19th century saw the founda  on of Electrical Age and therea  er 
the demand for the copper increased tremendously. 
Likewise, according to the Interna  onal Copper Study Group (ICSG), 
the top importers of copper are China, Japan, India and the Korean 
Republic. Among various metal available, copper is one of the most 
recycled one. It is our ability to recycle metals over and over again that 
makes them a material of choice. Copper is referred as “man’s eternal 
metal” due to durability and versa  lity.

Fundamental Facts
• Copper is used in special tools and military applica  ons due to its 

non-magne  c and non-sparking features.

• Chile accounts for over one-third of world’s copper produc  on 
followed by China, Peru, United States, Australia, Indonesia, Zambia, 
Canada and Poland.

• Though copper is a superior conductor of electricity, most electrical 
overhead lines in the world are actually made out of aluminum 
because it cost lower than copper and provides similar eff ec  veness.

• Copper ranks as third most-consumed industrial metal in the world, 
a  er iron and aluminum, about three-quarters of that coppers goes 
to make electrical wires, telecommunica  on cables, and electronics.

• The major countries consuming the copper are China, US, and 
Europe. Any major news regarding copper demand from these 
countries aff ects the price of copper.

• The other key factors that aff ect the price of copper are supply side, 
subs  tu  on eff ects, emerging market demand, demand from China 
and produc  on of copper.

• The copper market is expected to remain essen  ally balanced in 
2016 and 2017 from the projec  on of ICSG. There will be a small 
defi cit of 127,000 t and a surplus of 175,000 t for 2016 and 2017, 
respec  vely, forecast at October 2015 mee  ng.

• In order to reduce the cost, industries can use aluminum instead of 
copper which can reduce the demand for copper and can reduce its 
price as well.

• Copper is the standard benchmark for electrical conduc  vity. It is 
good conductor of   electrical current be  er than any other metal 
except silver.

• According to a survey made by the U.S Geological Survey (USGS), 
every American born in 2008 will use 1309 pounds of copper 
during their life  me for lifestyles, necessi  es, and health.
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Major Producers of Copper in 2015

(1000 Metric Ton)

Country Quan  ty Country Quan  ty

Chile 5,700 Australia 960

China 1,750 Russia 740

Peru 1,600 Canada 695

USA 1,250 Zambia 600

D. R. Congo 990 Mexico 550

Source: Sta  s  ca

Major Exporters & Importers of Copper in 2015

Exporters Importers

Chile Germany China Germany

USA Japan USA Italy

China Zambia Korea Republic Taiwan

South Africa Russia France Belgium

Italy Taiwan India Malaysia
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Brent Crude
Introduc  on
Brent Crude is a commodity used for benchmarking the price of 60% of crude oil 
traded worldwide. Brent Crude is a sweet, light crude oil (LCO) that is used to produce 
petroleum and middle dis  llates like kerosene and diesel. Since the commercializa  on 
of the U.K. and Norwegian sectors of the North Sea in the 1970s, Brent Crude has 
served as a leading global benchmark for Atlan  c Basin crude oils in general and low-
sulfur (“sweet”) crude oils in par  cular. Brent Crude is a light crude oil containing 
approximately 0.37% of sulfur. Brent Crude oil was traded on an open-cry system 
on the Interna  onal Petroleum Exchange in London in 2005. It has been traded 
electronically on the Intercon  nental Exchange (ICE) in Europe under the symbol “B” 
a  er 2005.
A  er the signifi cant turmoil in the world oil markets including na  onaliza  on of the oil 
industry in the various Middle East countries during the 1970’s and the oil price shocks 
of 1973 and 1979 ( Iranian revolu  on), it lead to the increased world oil prices and 
many countries were in the search of secure independent sources of oil supplies. It is 
extracted from the inside the ground or sea, but once it is processed into gasoline, it is 
used widely in a range of products that are essen  al to modern industry and day to day 
living. Brent Crude is mainly consumed in the UK, Norway, Denmark, Netherlands and 
Germany which is basically produced in the North Sea. It is refi ned in the Northwest 
Europe and is suitable for the produc  on of petrol. The API gravity of Brent Crude is 
38.03 and specifi c gravity is of 0.8333. Saudi Arabia, Russia, USA, and Iran are the major 
producers of this commodity. According to World Factbook, Afghanistan followed by 
Albania and Algeria remains the top oil reserves in the world where Afghanistan alone 
holds 87 billion barrels of oil and produces 1950 barrels per day remaining in the top 
list. Intercon  nental Exchange (ICE) is the major trading pla  orm for this commodity.
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Fundamental Facts
• Brent Crude works as hedging and benchmark for most of the oil 

commodi  es. WTI, LLS, Mars, and Dubai are priced rela  ve to the 
Brent’s prices. It accounts for less than 1% of the world crude oil 
produc  on but helps to determine the price of more than 60% of 
the interna  onally-traded crude oil.

• Western countries consume most of the oil exported that are 
produced by Europe, Africa, and the Middle East. So, Brent Crude 
remains as a rela  ve gauge for the pricing of all the oils.

• Gasoline and middle dis  llates such as kerosene, diesel, jet fuel and 
hea  ng oil are produced from Brent crude when refi ned.

• Brent crude price is aff ected by any events of global economy, so it 
is aff ected by poli  cal and economic events of key regions like the 

Middle East and oil refi ning countries.
• The maintenance and replacement of oil producing equipment lead 

to halt in the oil supply. Typically the summer maintenance period 
between July to September takes place each year in the North Sea.

• Higher Brent Crude oil prices can help to increase infl a  on; the 
result can lead to recession of oil consuming countries.

• Brent Crude price will fl uctuate if there is any disrup  on on the 
physical market due to geopoli  cal events, logis  c issues and 
changing global demand.

• Producers and marketers of Brent can minimize the risk of price 
fl uctua  ons in the Brent oil market by using a short hedge, so that 
they get a specifi c amount as per the contract, for their oil supply 
even if the prices fall in the future.
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Crude Oil
Introduc  on
Crude oil is a naturally occurring, unrefi ned petroleum product composed 
of hydrocarbon deposits, other organic compounds and a small amount 
of metal. The hydrocarbon compound consists of Paraffi  n’s, Aroma  cs, 
Naphthenes or Cycloalkanes, Alkanes and organic compounds like 
Nitrogen, Oxygen and Sulfur and metals like copper, nickel, and iron. It is 
o  en known as “black gold” or “Texas Tea”. Crude oil is the unprocessed 
oil that is found beneath the earth’s surface diff ering in color and viscosity 
and found in the form of liquid or solid. It is also known as “ Mother of 
all Commodi  es” because of its use in the manufacturing of numerous 
products like gasoline, diesel, synthe  c fabrics, plas  c and various form of 
petrochemicals. It is a nonrenewable resource, also known as fossil fuel, 
which means that it can’t be replaced naturally as we consume it and is, 
therefore, a limited resource.

OPEC Share of World Crude Oil reserves, 2014

Non-OPEC
286.9 billion

barrels
19%

OPEC
1,206 billion

barrels
81%

� Algeria � Angola � Ecuador � IR Iran
� Iraq � Kuwait � Libya � Nigeria
� Qatar � Saudi Arabia � UAE � Venuzuela

OPEC Proven Crude Oil reserves, at end of 2014 (billion barrels, OPEC 
Share)

Venuzuela 299.95 24.90%

Saudi Arabia 266.58 22.10%

IR Iran 157.53 13.10%

Iran 143.07 11.90%

Kuwait 101.5 8.40%

UAE 97.8 8.10%

Libya 48.36 4.00%

Nigeria 37.07 3.10%

Qatar 25.24 2.10%

Algeria 12.2 1.00%

Angola 8.42 0.7%

Ecuador 8.27 0.7%

Source: OPEC Annual Sta  s  cal Bulle  n 2015

OPEC countries hold around 81% of total oil reserves with 66 % located 
in the Middle East alone. Crude oil is traded in almost all exchanges 
around the world. However, the major crude oil trading exchange is New 
York Mercan  le Exchange (NYMEX), Interna  onal Petroleum Exchange of 
London (IPE), and Tokyo Commodity Exchange (TOCOM).

Fundamental Facts
• The biggest reserve of crude oil is in Venezuela, Saudi Arabia, Canada, 

Iran, and Iraq respec  vely.
• OPEC crude oil produc  on averaged 31.8 million b/d in 2015, an 

increase of 0.8 million b/d from 2014, led by rising produc  on in Iraq 
and Saudi Arabia. Forecast OPEC crude oil produc  on rises by 0.8 
million b/d in 2016, with Iran accoun  ng for most of the increase 
according to U.S Energy Informa  on Administra  on.

• OPEC surplus crude oil produc  on capacity, which averaged 
1.6 million b/d in 2015, is expected to be 1.5 million b/d in 2016 
and 1.3 million b/d in 2017, according to U.S Energy Informa  on 
Administra  on.

• The major oil producing countries are Russia, Saudi Arabia, United 
States, Iran, and China.

• The USA is the world’s largest consumer of crude oil followed by 
China, Japan, India, and Russia.

• OPEC produces about 40 % of world’s crude oil and OPEC’s oil 
export represents the 60% of world’s crude oil exported or traded 
interna  onally.

• The new technological process of extrac  on of oil used knows as 
hydraulic fracturing or fracking.

• Shipping availability, freight rates, market trading ac  vi  es and 
strategies infl uence interna  onal crude oil prices.

• Short term decision of the oil producing countries, changes in economic 
condi  ons or sen  ment in both the short and longer term, investment 
in new oil produc  on/ refi ning capacity aff ects crude oil prices.

• World’s oil prices move together due to arbitrage and it may cause 
infl a  on and aff ects the pricing of almost everything.

Top 10 Producers of Crude Oil in 2015

(Million Barrels Per Day)

Country Quan  ty Country Quan  ty

USA 14 UAE 3.474

Saudi Arabia 11.62 Iran 3.402

Russia 10.84 Iraq 3.364

China 4.598 Mexico 2.96

Canada 4.38 Kuwait 2.8

Source: CIA World Factbook
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Hea  ng Oil
Introduc  on
Hea  ng oil is the refi ned by-product of crude oil which is separated from crude by the 
method of “cracking”. A  er crude oil is broken down during the refi nement process, 
it is separated into hea  ng oil. Hea  ng oil’s offi  cial name is No. 2 fuel oil similar to 
diesel oil. People prefer hea  ng oil as their primary hea  ng resource because of the 
fact that it is safe and is tradi  onally cheap than other hea  ng fuels. Hea  ng Oil (OH) 
is a less viscous liquid petroleum product, which is generally used in furnaces and 
boilers in buildings to defend the winter through the pipes in the buildings. As seen in 
the ancient  mes, it was used for lanterns, stoves for ligh  ng and cooking purposes. 
Both domes  c and foreign refi neries supply hea  ng oil for the U.S., with most 
imports coming from Canada, the Virgin Islands, and Venezuela. Hea  ng oil arrives 
by pipeline, tanker, barge, truck or train. Hea  ng oil has two variants: household 
purposes and industrial usage. Though chemical composi  on varies it is similar to 
diesel and also called “Red diesel”. Since the oil products contract like jet fuel, diesel 
,kerosene, etc. are not traded on any commodity exchange, the hea  ng oil’s future 
contract are used to hedge those oil products.
During the winter, its demand is high due to its usage in hea  ng purpose. Considering 
its environmental and health friendly nature with effi  cient usage in houses, its 
popularity has grown replacing the coal and wood since it emanates less carbon 
dioxide.
The price of hea  ng oil is dependent on four factors:
• Weather
• Distribu  on of natural gas
• Refi nery capacity
• Crude oil prices
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Fundamental Facts
• Seasonality plays the major role in the demand for hea  ng oil. 

During winter demand rises and falls during other seasons.
• About 47% of the refi ning capabili  es in the U.S. are concentrated 

in the Gulf Coast region. The devasta  on caused by Hurricane 
Katrina alerted the world to how vulnerable this region is and how 
easy a single storm could bring the oil industry to a grinding halt. 

• The consump  on of hea  ng oil is high in the Northern areas of the 
U.S. Thus, brutal winter condi  ons increase the demand which can 
lead to increase its price.

• The refi nery capacity in the U.S. is very restricted. No new 
refi neries have been built in approximately the last 25 years, and 
in turn, refi neries are delaying hea  ng oil produc  on in order to 
address the intense demand for gasoline.

• In addi  on to demand fl uctua  ons, general opera  ng costs diff er 
among dealers. Largely, loca  on plays a part in determining fees, 
equipment and building prices, insurance, salaries, and benefi ts.

• The taxa  on policies implied by diff erent countries and its states 
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do add up cost and accordingly increases the price of hea  ng oil.
• Hea  ng oil is commonly delivered by tank truck to residen  al, 

commercial and municipal buildings and stored in above-ground 
storage tanks (“ASTs”) located in the basements, garages, or outside 
adjacent to the building.

• Hea  ng oil prices can get aff ected by currency fl uctua  ons if low 
supplies or excessive demands require that hea  ng oil must be 
imported from the Organiza  on of Petroleum Expor  ng Countries 
(OPEC) or various other trading partners.

• The hea  ng oil is burnt in a furnace to generate heat, and it is 
used in regions where the natural gas infrastructure is not linked to 
homes or commercial buildings.

• A  er the inven  on of the oil burner in the 1920s, the use of 
hea  ng oil gained ground because unit than homes was heated by 
coal were messy, it was expensive and required large storage space 
and extensive manual labor on the part of the user. So, it was an 
alterna  ve.
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Natural Gas
Introduc  on
Natural Gas is one of the cleanest, safest and most useful sources of 
non-renewable energy that occurs deep beneath the earth’s surface. It 
is the prime source of energy which mainly consists of methane, a gas 
(or compound) with one carbon atom and four hydrogen atoms.  It is 
colorless, shapeless and odorless in its pure form and is the almost pure 
methane (CH4). Natural gas is a fossil fuel which can be used as fuel or 
to make materials and chemicals. Natural gas can be used for hea  ng, 
cooking, and electricity genera  on.  It consists of a li  le amount of 
hydrocarbon and non-hydrocarbon gas. Natural Gas is a fossil fuel which 
is formed from the decayed of plants and animals that lived millions of 
years ago. Its proper  es and func  ons are similar to oil. It is also used 
in the manufacturing of Liquid Petroleum Gas (LPG). Natural gas is more 
combus  ble and burns more quickly than some other sources of energy. 
Mercaptan is added to natural gas before its supplies since it helps to 
detect leakages and prevents accidents in houses. The development of 
horizontal drilling and hydraulic fracturing has made possible for extrac  ng 
natural gas from shale forma  ons known as “shale gas”.

Fundamental Facts
• Oil is the subs  tute product of natural gas so the price of oil aff ects 

the price of natural gas. If the price of oil rises, people may shi   to the 
consump  on of natural gas.

• The demand for natural gas increases with the growth of the economy 
as it is used in the industrial sector as plant fuel and feedstock. The 
demand falls with the slowdown or declines of economic growth of 
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the economy.
• Natural gas comprises almost one-fourth of all primary energy used in 

the U.S. and is directly linked to jobs and economic health.
• There are nearly 11 million road vehicles worldwide that run on 

natural gas as a fuel .This gas is used in a compressed or liquefi ed 
state to powers cars, trucks, taxis, and buses.

• Hurricanes, storms, and other clima  c condi  ons also aff ect the 
produc  on and supply of natural gas thus hi   ng the gas prices.

• The demand for natural gas increases tremendously in winter because 
residen  al and commercial end users consume natural gas for hea  ng, 
which increases the demand and pushes the price upward.

• The environmental and poli  cal policies of the major producing and 
consuming countries also aff ect the price. Favorable policies increase 
the produc  on and consump  on whereas unfavorable policies reduce 
produc  on and consump  on dras  cally.

• The high storage levels of natural gas reduce the price whereas 
reduc  on increases the price level.

• Iron, steel, and paper mills and electricity generators consume a large 
volume of energy and they can switch between natural gas, petroleum 
and coal depending upon the price of other energy. So, the price of 
other energy such petroleum product and coal can aff ect the demand 
and price of natural gas. 

• As the shale gas extrac  on level is increasing, the supply tends to 
increase thus reducing the price. Also, the high drilling rate increases 
the supply.
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Top 10 Producers of Natural Gas in 2015

(Billion Cubic Meter)

Country Quan  ty Country Quan  ty

USA 769 China 137

Russia 650 Norway 122

Iran 177 Turkmenistan 91

Qatar 169 Saudi Arabia 89

Canada 160 Algeria 82

Top 10 Consumers of Natural Gas in 2015

(Billion Cubic Meter)

Country Quan  ty Country Quan  ty

USA 783 Canada 111

Russia 456 Saudi Arabia 89

China 188 Germany 80

Iran 178 UAE 79

Japan 129 UK 76



You choose Laxmi Gold Investment (LGI) as you deserve a name with 

distinction and cutting-edge trading technology, professional trading 

assistance and a variety of educational resources.

Teamed up with Mercantile Exchange Nepal and Himalayan Clearing 

Corporation, LGI is broker member creating a winning combination of 

trust and signature in its service which offers you specialized futures 

trading platform for specialized needs that’s fast, efficient and 

user-friendly.

If you are interested in trading commodities, you have come to the 

right place. No matter which type of commodities you choose, we 

support you with technical and fundamental assistance as these are 

the main-stay for the investors to identfy bull or bear market and 

money management and trading strategy for the right entry and wxit 

point to lock your profit.

The wide variety of commodities available to trade includes metals, 

energy, grains and soft markets with new commodity futures contract 

being continually introduced. However crude oil and gold futures are 

particularly popular with investors.
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Gold

Introduc  on
Gold is the chemical element with symbol Au and atomic number 79. It is 
a so  , transi  on, yellow, corrosion-resistant element and is malleable and 
duc  le in nature; occurring in veins and alluvial deposits and recovered 
by mining, panning or sluicing. The name originates from the Old English 
Anglo-Saxon word ‘geolo’ meaning yellow. Gold is precious metal which is 
a good conductor of heat and electricity and is unaff ected by air and most 
reagents. For thousands of years, it has been used as ornaments of kings, 
a currency and standard for global currencies, more recently, in a wide 
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range of electronic devices and medical applica  ons. Gold has served as 
investment pla  orm since early days of civiliza  on and is a safe haven 
investment at the  me of uncertainty, hedge against the infl a  on and 
investment alterna  ve to gold. The purity of gold bar can be expressed 
as a decimal fi gure ranging from 0 to 1 known as the millesimal fi neness. 
London Bullion Market Associa  on fi x the price of gold by a process 
which is administrated by ICE Benchmark Administra  on (IBA). The LBMA 
Gold Price is set twice daily in US dollars at 10:30 am and 3:00 pm each 
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Top 10 Producers of Gold in 2015

(Metric Ton)

Country Quan  ty Country Quan  ty

China 496 Canada 150

Australia 300 South Africa 140

Russia 242 Mexico 120

USA 200 Uzbekistan 103

Peru 150 Ghana 85

Source: Sta  s  ca

Gold Supply & Demand

(Metric Ton)

Supply 2014 2015

Mine Produc  on 3,153.10 3,211.40

Net Producer Hedging 106.50 9.20

Total Mine Supply 3,259.60 3,220.60

Recycled Gold 1,202.10 1,227.00

Total Supply 4,461.70 4,447.60

Demand 2014 2015

Jewelry 2,502.70 2,468.50

Technology 348.50 333.80

Total Bar and Coin 1,005.60 1,023.90

ETFs and similar products -183.60 -128.6

Central Banks 586.90 566.30

OTC Investment & Stock Flow 209.60 113.40

Total Demand 4,502.70 4,347.60

Source: World Gold Council

business day. China, Australia, and Russia are the major gold producers in 
the world; whereas India, China and United States of America are the top 
consumers of gold.

Fundamental Facts
• Gold is viewed as a currency by central bankers.
• Gold is used to hedge against the infl a  on of U.S Dollar.
• Overall demand for gold increased by 21%, 1290t up from 1070t and 

Investment demand in Gold increased by 122%, 618t up from 278t in 
Q1 2016 than Q1 in 2015 according to World Gold Council.

• Because gold prices tend to rise when people lack confi dence 
in governments or fi nancial markets, it o  en gets called a crisis 
commodity.

• Two-thirds of the world’s gold is mined in South Africa, according to 
Lawrence Livermore Na  onal Laboratory.

• Seventy-eight percent of the world’s yearly supply of gold is used 
in jewelry, according to the AMNH (American Museum of Natural 
History). The rest goes to electronics and dental and medical uses.

• The price of gold and value of U.S dollar have an inverse rela  onship 
most of the  me; when the dollar is strong gold price decreases and 
vice-versa.

• Central Bank remained the strong buyer, purchasing 109t in the Q1.
• Higher prices and industrial ac  on in India pushed global demand for 

jewelry down (-19%), while total bar and coin demand was marginally 
higher (+1%). 

• Total supply increased 5% to 1,135t.
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Palladium
Introduc  on
Palladium is a chemical element with symbol Pd and atomic number 46. 
Palladium is a rare silvery-white metal discovered by William Hyde in 
1803. Palladium is rarer than Gold. In 2010, it is offi  cially recognized as a 
precious metal. It is legal requirement that any palladium rings that weighs 
more than 1 gram should be hallmarked. Russia, South Africa, Canada, the 
United States followed by Zimbabwe are the major producers of palladium 
whereas the major consumers of palladium are North America, China, 
Europe followed by Europe. It weighs less than pla  num. It is strong and 
durable with low density which is an alterna  ve commodity to pla  num in 
the automo  ve industry and jewelry industry. Its largest use comes into 
play in the crea  on of pollu  on-reducing cataly  c converters. Palladium 
is a perfect metal for such use due to its malleability and resistance to 
corrosion feature. The auto industry is the main area where nearly 58 % 
of palladium is used followed by jewelry, electronics, and den  stry and 
other. Palladium is named a  er the asteroid Pallas, which itself was named 
a  er the epithet of the Greek god Athena acquired by her when she slew 
Pallas. The main reference price for a palladium is the London Fix which 
is considered as the interna  onal benchmark. The quota  on is done 
twice a day and it is used for most of the deals. The fi xing is transmi  ed 

by interna  onal agencies and it is widely followed by producers and 
industrialists all around the world. Palladium is used to make springs for 
watches, surgical instruments, electrical contacts and dental fi llings and 
crowns. It has wider applica  on and used in catalysis, electronics goods, 
technology, hydrogen storage, jewelry, photography.

Fundamental Facts
• Russia and South Africa are the leading producers of palladium, each 

producing 40% of world’s supply annually.
• Palladium has benefi ted from more stringent fuel emission standards 

established by the Environmental Protec  on Agency (EPA) and other 
interna  onal environmental organiza  ons. All things equal if emissions 
standards are further improved and require a new genera  on of 
cataly  c converters, demand for palladium will increase.

• It is necessary to follow the mining news from the major palladium 
producers and consump  on pa  ern of automobiles industry before 
trading palladium.

• The incredible ability of palladium is that it can absorb about 90  mes 
its volume of hydrogen, according to the Thomas Jeff erson Na  onal 
Accelerator Facility. Because of this feature, palladium is used to store 
and fi lter hydrogen.
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• About 90% of the pla  num group elements it uses including palladium 
are imported by the US, according to the USGS.

• Palladium is a popular metal for jewelry because it is malleable and 
doesn’t tarnish in air.

• Russia is the only country which holds the signifi cant stock of 
palladium. Russian government export policies have signifi cantly 
infl uenced world palladium supply and prices vola  lity.

• Car sells and their geographical composi  on remain the key factor for 
palladium prices.

• Palladium is used mainly for cataly  c converters in petrol-fuelled cars, 
which predominate in the US and China. So the rela  ve strength of 
those markets is cri  cal.

• Palladium does not tarnish under normal condi  ons because it does 
not react with oxygen.

• A palladium ETF, or exchange traded fund, is a collec  on of equi  es 
based on palladium. Investors can fi nd changes in palladium prices 
through brokering deals for raw palladium, or through fi nancial 
products like palladium stocks or palladium ETFs.
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Top Producers of Palladium

(‘000 Ounce)

Country 2013 2014 2015

South Africa 2,432 2,008 2,653

Russia 2,527 2,582 2,575

Canada 530 578 519

USA 404 401 406

Zimbabwe 314 325 323

Others 261 243 238

Total 6,468 6,136 6,713

Source: GFMS, Thompson Reuters

Palladium Supply & Demand

(‘000 Ounce)

Supply 2013 2014 2015

South Africa 2,432 2,008 2,653

Russia 2,527 2,582 2,575

North America 934 978 925

Others 575 568 561

Total Mine Produc  on 6,468 6,136 6,713

Autocatalyst Scrap 1,587 1,813 1,605

Old Jewelry Scrap 230 248 266

Total Supply 8,286 8,197 8,584

Demand 2013 2014 2015

Autocatalyst 6,339 6,602 6,888

Jewelry 525 478 347

Den  stry 511 475 447

Chemical 410 395 401

Electronics 1,378 1,348 1,209

Industrial 110 117 116

Retail Investment 38 45 45

Total Demand 9,311 9,469 9,452

Palladium is named a  er the 
asteroid Pallas, which itself was 
named a  er the epithet of the 
Greek god Athena acquired by 

her when she slew Pallas.
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Pla  num
Introduc  on
Pla  num is a chemical element with symbol pt and atomic number 
78. It is a dense, lustrous, malleable, silvery-white, duc  le and highly 
unreac  ve metal. It is one of the scan  est pure metals on earth with 
an average abundance of approximately 5ug/kg. It is usually found in 
limited quan  ty in some nickel and copper ores.  Finding pla  num on 
earth is more diffi  cult, but large deposits of it can be found on the moon 
and the meteorites. Among total pla  num available on earth, 80% of 
the pla  num is found in South Africa, 11% in Russia and 6% in North 
America. It is white metal, but unlike gold, it is used in jewelry in almost 
pure form (approximately in 95% pure form) and is 30  mes rarer than 
yellow metal precious metal gold. Its duc  lity is more than gold, silver, 
and copper, thus making itself the most duc  le pure metal whereas 
the malleability of gold is higher than that of pla  num. It is also one 
of the densest metal known as it is signifi cantly denser than gold. The 
name “pla  num”, which comes from the Spanish word pla  na meaning 
li  le silver”. It is preferred as a tradable metal commodity because it 
is highly heat-resistant and corrosion-resistant. The trends up to show 
that generally, the price of pla  num rises during the  mes of poli  cal 
or economic instability of the major economies in the world. The main 
countries producing pla  num are Russia, Republic of South Africa, and 
Canada.

Fundamental Facts
• The mel  ng point of pla  num is 3,215 °F (1,768.4 °C) and the 

boiling point is 6,917 °F (3,825 °C). 
• Na  ve deposits of pla  num are rare and diffi  cult to locate, South 

Africa accounts for 80% of the world’s produc  on. Alluvial deposits 
are also mined from the Ural Mountains, Russia.

• The biggest driver behind the increase in the pla  num price is most 
certainly its demand for jewelry produc  on. Japan is responsible 
for 95% of the demand for pla  num for jewelry manufacturing 
purposes.

• Watchmakers such as Vacheron Constan  n, Patek Philippe, and 
Rolex, use pla  num for producing limited edi  on watch series.

• Other uses of pla  num include in oxygen sensors, spark plugs, 
turbine engines den  stry equipment and dental crowns, as an an  -
tumor agent, to make standard weights and measures, and to make 
powerful magnets.

• Japan, US, EU and China are the major consumer of pla  num .Japan 
being the largest consumer; consumes 85% of the pla  num jewelry 
that is produced in the world.

• As a precious metal, the price movement of gold also aff ects the 
pla  num prices as it will determine the market psychology for the 
product.

• Auto industry determines the fate of pla  num as it can rise and fall 
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price of pla  num; the automobile industry accounts for a signifi cant 
por  on of global pla  num demand, the price of this metal can be 
aff ected by the health of this sector economy.

• Pla  num is the rarest and heaviest of the precious metals. All of the 
pla  num ever mined would fi t in the average size living room.

• About 51% of pla  num fi nds its way into jewelry. So it is exposed 
to changing tastes and consumer demands; any changes in buying 
habits could poten  ally lead to quick drops or jumps in pla  num 
prices.

• Thirty  mes more rare than gold, pla  num has an annual produc  on 
of approximately fi ve million troy ounces a year compared to gold’s 
82 million troy ounces per year and silver’s 547 million troy ounces 
per year.

Top Producers of Pla  num

(‘000 Ounce)

Country 2013 2014 2015

South Africa 4,368 3,220 4,522

Russia 741 687 721

Zimbabwe 409 398 398

Canada 217 278 242

USA 120 119 122

Others 156 154 152

Total 6,011 4,856 6,158

Source: GFMS, Thompson Reuters
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Pla  num Supply & Demand

(‘000 Ounce)

Supply 2013 2014 2015

South Africa 4,368 3,220 4,522

Russia 741 687 721

North America 337 397 365

Others 565 552 550

Total Mine Produc  on 6,011 4,856 6,158

Autocatalyst Scrap 1,045 1,087 931

Old Jewelry Scrap 491 516 536

Total Supply 7,547 6,459 7,625

(‘000 Ounce)

Demand 2013 2014 2015

Autocatalyst 2,843 2,957 3,011

Jewelry 2,646 2,548 2,456

Chemical 432 595 494

Electronics 169 162 151

Glass 84 50 163

Petroleum 106 122 100

Industrial 649 700 721

Retail Investment 141 131 474

Total Demand 7,070 7,167 7,570

 Source: GFMS, Thompson Reuters



61 | MEX NEPAL YEAR BOOK 2016

Commodity Insights

Silver
Introduc  on
Silver is the most reac  ve precious metal element with symbol Au and 
atomic number 47. Silver is lustrous white, duc  le, malleable metallic 
element, occurring both uncombined and in ores such as argen  te, having 
the highest thermal and electrical conduc  vity of the metal. Its name 
originates from the old English Anglo-Saxon word “Seolfor” meaning silver. 
The fi rst evidence of its use as currency dates back to around 700 B.C.E., 
in what is now Turkey. Silver has adorned tombs from Chaldea to China 
and was one of the prime movers of European history a  er the discovery 
of the New World.
Silver being a scarcest element; its greater cost has prevented it from 
being widely used for electrical purposes. Silver has long been used to 
make ornaments, jewelry, high-value tableware, photography, utensils, 
and currency coins, dental and soldering alloys. Silver is o  en considered 
as the “poor man’s gold “as it has been quietly climbing the investment and 
demand charts since its discovery thousands of years ago. Mexico, China, 
and Peru are the top producers of silver; while looking at the consump  on 
side leading consumer of silver is the United States followed by India, 
Japan, and Italy. Any changes in these other industries like gold, copper, 
lead, and zinc have a large impact on the price of silver because 75 % of 
silver’s produc  on comes from gold, copper, lead, and zinc mining. On the 
demand side, silver (like most commodi  es) benefi ts from strong world 
growth, a weaker U.S. Dollar, and increasing use in electronic applica  ons.
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Fundamental Facts
• Mexico is the largest producers of the silver, followed by Peru and 

China.
• US Dollar and Euro are the major currencies aff ec  ng the prices of 

silver.
• Silver has an  microbial proper  es, but that doesn’t make it a good 

op  on for home remedies. Homeopathy providers some  mes sell 
colloidal silver for a variety of health complaints, but drinking the stuff  
has a weird side eff ect: It turns the skin blue.

• United States, India, Japan, and Italy are the most silver consuming 
countries in the world. The demand pa  erns of these countries are 
likely to aff ect the prices of silver.

• Global silver mine produc  on reached to record low of 886.7 Moz 
due to produc  on growth slowed to 2 percent in 2015. 

• The largest component of physical silver demand, industrial 
applica  ons, which accounted for 50 percent of total physical silver 
demand last year, was 4 percent lower, totaling 588.7 Moz. This drop 
was largely due to weaker fabrica  on demand in developing countries 
and a stagnant global economy. 

• Silver tends to track the price of gold. Although the correla  on 
between the two metals is not hard and fast, but technical analysis of 
their prices show they have a direct rela  onship; that as gold rises and 
falls, so does silver. 
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• Large investors have the power to aff ect market prices of silver.
• Any news that directly aff ects the structure of the global monetary 

system would have a rapid and deep impact on prices of silver.
• The factors that aff ect the price of silver are industrial, commercial 

and household demand, hedge against fi nancial stress, gold prices, 
and short selling.

Top 10 Producers of Silver in 2015

(Metric Ton)

Country Quan  ty Country Quan  ty

Mexico 5,895 Chile 1,505

Peru 4,227 Bolivia 1,306

China 3,392 Poland 1,291

Russia 1,572 USA 1,100

Australia 1,566 Argen  na 1,080

Source: Silver Ins  tute, Thompson Reuters
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Silver Supply & Demand

(‘000 Ounce)

Supply 2012 2013 2014

Mine Produc  on 789.3 835.3 877.5

Total Government Sales 7.4 7.9 0

Processed from Old Silver 255.5 192.7 168.5

Total Hedging Supply -47.1 -35.4 15.8

Total Supply 1,005.1 1,000.5 1,061.8

Demand 2013 2014 2015

Jewelry 186.3 212.1 215.2

Bar & Coins 138 243.6 196

Silver Utensils 43.7 58.8 60.7

Industrial Uses 595.2 597.9 594.9

Total Demand 936.2 1,112.4 1,066.8

Source: Silver Ins  tute, Thompson Reuters
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Macroeconomic Indicators-
Nepal
Economic growth rate remained low in the current fi scal year as a result 
of protracted strikes, bandh (closures), and obstruc  ons to movements on 
the border with India. Similarly, per capita income has also dropped owing 
to modest economic growth and as a consequence, this index may not 
support the country to achieve its target of gradua  ng from the status of 
least developed country to developing country by 2022.
In current fi scal year 2015/16, real Gross Domes  c Produc  on (GDP) of 
the country is es  mated to rise by 0.77 percent against its growth rate 
of 2.32 percent in the previous year. Low growth rate of the agriculture 
sector, non-agriculture sector ac  vi  es highly aff ected by earthquake, and 
diffi  cult supply situa  on as a result of border obstruc  ons are a  ributable 
for low economic growth in current fi scal year as compared to that of 
previous fi scal year. Per capita GDP declined to USD 752 in 2015/16 
from USD 762 of last year.
Contribu  on of the agriculture sector to GDP is in declining trend, while 
that of non-agriculture sector is steadily growing. Contribu  on of the 
agriculture sector to real GDP, which stood at 36.6 percent in fi scal year 
2001/02, has dropped to 31.6 percent in current fi scal year while that of 
the non-agriculture sector has gone up from 63.4 percent to 68.3 percent 
in the same period.
Non-agriculture sector is expected to grow by 0.6 percent in current fi scal 
year against its growth of 3.1 percent in previous fi scal year. Industry 
sector among non-agriculture sector is es  mated to drop by 6.3 percent 

in current fi scal year while service sector is likely to rise by 2.7 percent. 
Industry and services sectors had registered a growth of 1.5 percent and 
3.6 percent in its preceding year.
The ra  o of Government Expenditure to GDP stood at 25.06 percent 
in FY 2014/15 while such ra  o was 22.5 percent in its preceding fi scal 
year. The government revenue as compared to GDP that stood at 20.55 
percent in FY 2013/14 has reached 21.14 percent in FY 2014/15. The 
gap between Government’s revenue and expenditure with GDP stood at 
3.92 percent in FY 2014/15 while this gap was 3.4 percent in FY 2012/13. 
During fi rst eight months of the current fi scal year, narrow money supply 
has increased by 20.0 percent against growth rates of 7.0 percent during 
the same period of previous fi scal year. 
Of the total budget of Rs. Rs 819.46 billion earmarked for the current fi scal 
year 2015/16, recurrent expenditure accounted for 59.1 percent, 25.5 
percent allocated for capital expenditure while 15.4 percent is allo  ed for 
fi scal arrangement. Government income of Rs. 587.94 billion is es  mated 
to be mobilized in current fi scal year 2015/16, which is higher by 31.14 
percent than that of previous fi scal year 2014/15. Growth rate of the 
government income of previous fi scal year 2014/15 was 13.12 percent 
higher than that of preceding fi scal year 2013/14.
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Fiscal Year 06/07 07/08 08/09 09/10 10/11 11/12 12/13 13/14 14/15 15/16*

Per Capita GDP US 
Dollar 

410 491 497 610 714 702 708 725 762 752

Real GDP (in basic 
price)

Rs in 
billion

494 522 543 566 588 615 638 674 690 695

Agriculture Rs in 
billion

184.80 195.60 201.50 205.50 214.80 224.70 227.20 237.50 239.50 242.60

Industry Rs in 
billion

86.80 88.30 87.80 91.30 95.20 98.10 100.70 107.80 109.40 102.50

Service Rs in 
billion

243.50 261.40 277.10 293.30 303.30 318.50 336.80 357.70 370.50 380.40

Per Capita GDP (in 
current price)

Rs. 28905 31946 38172 45435 51594 56880 62764 72413 77079 80921

Consumer Price 
Index#

Annual 
% 

Change 

5.9 6.7 12.6 9.6 9.6 8.3 9.9 9.10 7.20 9.50

GDP Defl ator^ Annual 
% 

Change 

7.3 5.6 16.1 14.4 11.0 6.60 6.10 9.00 5.20 5.50

Revenue /GDP in % 12.1 13.2 14.5 14.9 14.7 16.0 17.5 18.2 19.1 20.5

Tax Revenue/GDP in % 9.8 10.4 11.8 13.4 13.0 13.9 15.3 15.9 16.8 18.4

Non-Tax Revenue/
GDP

in % 2.3 2.8 2.7 1.5 1.5 2.1 2.2 2.2 2.4 2.1

Total Government 
Expenditure /GDP

in % 18.4 19.8 22.2 21.8 21.6 22.2 21.2 20.3 25.1 31.2

Recurrent 
Expenditure/GDP

in % 10.6 11.2 12.9 12.7 15.4 15.9 14.6 13.6 16.0 19.3

Capital Expenditure/
GDP

in % 5.5 6.6 7.4 7.6 3.5 3.4 3.2 3.4 4.2 7.1

Principal Payment/
GDP

in % 2.3 2.0 1.9 1.5 1.3 1.3 2.1 2.1 3.0 2.8

Foreign Grants/GDP in % 2.2 2.5 2.7 3.2 3.4 2.7 2.1 2.1 1.8 3.0

Budget Defi cit/GDP in % 4.1 4.1 5.0 3.5 3.6 3.4 1.5 0.0 4.0 7.6

Foreign Loan/GDP in % 1.4 1.1 1.0 0.9 0.9 0.7 0.7 0.9 1.2 2.6

Domes  c Loan/GDP in % 2.5 2.5 1.9 2.5 3.1 2.4 1.1 1 2.0 3.9

Foreign  Loans & 
Grants /GDP

in % 3.6 3.6 3.7 3.1 4.2 3.4 2.8 3.1 3.0 5.6

Total Outstanding 
Debt

Rs. in 
billion 

332.7 375.6 425.1 440.4 443.7 523.2 545.3 553.5 544.9 606.7

Outstanding 
Domes  c Debt

Rs. in 
billion

103.8 116.0 125.7 148.1 184.2 214.0 211.9 206.7 201.7 232.4

Outstanding Foreign 
Debt

Rs. in 
billion

216.6 250.0 277.0 256.2 259.6 309.3 333.4 346.8 343.3 374.3

Per capita 
Outstanding Debt 

Rs 13212.0 14711.0 16416.0 16773.0 16749.0 19488.0 20041.0 20069.0 19496.0 21415.0

Remi  ance Income Rs. in 
billion

100.1 142.7 209.7 231.7 253.6 359.6 434.6 543.3 617.3 679

Total Domes  c 
Credit/ GDP

in % 49.5 53.6 56.2 66.8 66.2 64.8 68.8 66.9 72.0 81.56

Private Sector 
Credit/ GDP

in % 37.6 41.7 44.4 53.5 52.9 52.7 57.4 58.6 64.8 72.71

Net Government 
Credit/GDP

in % 10.8 10.7 10.6 11.4 11.9 10.6 9.9 7.2 6.0 7.44

Narrow Money 
Supply/GDP

in % 17.4 18.9 19.9 17.8 16.2 17.2 17.8 18.1 20.0 22.67

Current Deposit/  
GDP

in % 6.0 6.6 7.2 6.1 5.9 6.1 6.2 6.5 7.3 8.61

Broad Money 
Supply/ GDP

in % 54.3 60.7 63.8 68.8 67.1 74.0 77.6 79.9 86.6 101.88
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Fiscal Year 06/07 07/08 08/09 09/10 10/11 11/12 12/13 13/14 14/15 15/16*

Fixed and Saving 
Deposits/ GDP

in % 36.9 41.8 43.9 51.0 50.8 56.4 59.8 61.6 68.5 79.21

Current Accounts 
Balance

Rs. In 
billion

-0.9 23.7 41.4 -28.1 -12.9 76.0 57.1 89.7 108.3 141.9

Export/GDP Percent 8.2 7.3 6.9 5.1 4.7 4.9 4.5 4.7 4.0 3.3

Import/GDP Percent 26.8 27.2 28.8 31.4 29.0 30.2 32.8 36.4 36.5 35.1

Total Trade/GDP Percent 34.9 34.5 35.6 36.5 33.7 35.1 37.3 41.0 40.6 38.4

Trade Defi cit/GDP Percent 18.6 19.9 21.9 26.3 24.3 25.3 28.3 31.7 32.5 31.8

Income from 
Tourism/GDP

Percent 1.4 2.3 2.8 2.4 1.8 2.0 2.0 2.4 2.5 2.1

Expenditure on 
Tourism/GDP

Percent 2.2 2.6 3.2 2.7 2.0 1.7 2.3 2.1 2.5 2.8

Remi  ance Income/
GDP

Percent 13.8 17.5 21.2 19.4 18.5 23.5 25.6 27.7 29.1 32.1

Current Accounts 
Balance/GDP

Percent -0.1 2.9 4.2 -2.4 -0.9 5.0 3.4 4.6 5.1 6.3

Balance of Payments Rs in 
billion

5.9 29.7 44.8 -3.3 4.1 131.6 68.9 127.1 145.0 161.0

Foreign Exchange 
Reserves

Rs in 
billion

165.1 212.6 286.5 268.9 272.2 439.5 533.3 665.4 824.1 1009.5

Capacity of Reserves 
to cover Import of 
Goods

Months 10.6 11.7 12.2 8.7 8.4 11.6 10.2 11.5 13.0 15.6

Capacity of Reserves 
to Cover Import of 
Goods and Services 

Months 8.7 9.4 10.0 7.4 7.3 10.3 8.7 10.0 11.2 13.2

* Annual Preliminary Es  mates 
# Base Year 2005/06=100
^Base Year 2000/00 = 100

This reclassifi ca  on allocates capital grants into current expenditure and share and loan investment on public enterprises under fi nancial management. 
Note: Ra  o of GDP is calculated at the current producers’ Price. Some fi gures are updated accordingly as they are updated by the sources themselves. 

Source: Economic Survey 2015/16, Ministry of Finance, Nepal
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Major Agriculture Produc  on, Area Covered & Yield Nepal
Area and Produc  on of Cereal Crops, 2013/14 

Crops  Area (ha.) Produc  on (mt.) Yield (kg/ha)

Paddy 1486951 5047047 3394

Maize 928761 2283222 2458

Millet 271183 304105 1121

Wheat 754474 1883147 2496

Barley 28173 34824 1236

Buckwheat 10510 10335 983

Total 3480052 9562680 11688

Area and Produc  on of Cash Crops, 2013/14 

Crops  Area (ha.) Produc  on (mt.) Yield (kg/ha)

Oilseed 207457 181535.3 875

Potato 205725 2817512 13696

Tobacco 773.23 1004.3 1299

Sugarcane 76863 3315939 43141

Jute 8787 12659.4 1441

Co  on 130 132 1012

Rubber - - -

Total 499735.23 6328782 61464

Area and Produc  on of Pulses, 2013/14 

Crops  Area (ha.) Produc  on (mt.) Yield (kg/ha)

Len  l 205939 226830 1101

Chick Pea 9349.56 9380.36 1004

Pigeon Pea 17005.6 16415 965

Black Gram 23312 19382.8 831

Grass Pea 11495 14103 1227

Horse Gram 6232.8 5662 908

Soybean 23757 28237 1189

Others 30644.4 32817.1 1071

Total 328737.5 352472.5 1072

Area and Produc  on of Other Crops, 2013/14 

Crops  Area (ha.) Produc  on (mt.) Yield (kg/ha)

Tea 19271 21394 1110

Coff ee 1911 429.4 225

Chilli 8033 35668 4440

Cardamom 11501 5225 454

Ginger 24226 276150 11399

Garlic 6569 45035 6856

Turmeric 7310 67631 9252

Cocoon - 38.5 -

Honey - 1650 -

Mushroom - 1675 -

Jute 8787 12659 1441

Source: Ministry of Agriculture Development
*ha - Hectare 
*mt - Metric Ton
*kg - Kilogram
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Credit Deriva  ves -
A Risk Mi  ga  on Instrument
Credit risk is the risk associated with default by the counterparty in 
many forms of derivative contract. Due to the fluctuation in prices 
of underlying assets, there may be a possibility that the counterparty 
may not fulfill the obligation and there is a high chance of credit risk. 
This is worst case credit event that can happen in making the financial 
transactions. A credit derivative is that financial instrument which 
pay-off is associated to the creditworthiness of a borrower. It provides 
protection against credit risk in return for a fee paid to the party who 
assumes the risk.
Credit derivatives is a popular financial instrument that is being 
practiced by the financial institution wherein credit risk related to 
underlying entities or a portfolio of same is transferred from one party 
to another without transferring the underlying asset. The credit risk 
has become a major trading tool and its value is derived from the credit 
performance of one or more entity or security. There are different 
types of credit derivatives such as Credit Default Swaps, Credit-linked 
notes, CDO, CPDO, synthetic CPPI, Credit Spread Option, etc. 
OTC credit derivatives were introduced in NY in 1991. Initially, banks 
were the primary participants and later insurance companies joined in 
the speculative transaction. In December 1997, JP Morgan’s launched 
Broad Index Secured Trust Offering (BISTRO) deal. The deal was to 
issue a US$700m bond with respect to a portfolio of more than 300 
corporate and public finance credits across Europe and North America. 
This deal gave rise to the credit derivative. Another significant mark 
was the credit crisis in the US and Europe during 2007-09, which had 
collapsed many financial institutions, and without hedging credit risks 
it was impossible to mitigate the financial risk. 
According to Bank for International Settlements, the notional amount 
(the nominal or face amount that is used to calculate the payments 
made on the instruments) of outstanding derivatives at the end of 
June 2015 was $553 trillion. The notional amount of outstanding 
credit derivatives contracts fell from $16 trillion at end-December 
2014 to $15 trillion at end-June 2015. There was a large demand of 
credit derivative by the financial institution, mainly banks, for a means 
of hedging and diversifying credit risks.
The majority of credit derivatives take the form of the credit default 
swaps (CDS). In a credit default swap, the seller negotiates, for an 
upfront or premium or fee, to compensate the buyer when a specified 
event of risks, such as default, or failure to pay, occurs. CDS is a 
contractual agreement to transfer the default risk of one or more 
reference entities from one party to another. Reference entity is one 
of the underlying parties involved in credit derivative contract which 
can be a corporation, government or any legal entity that issue debt 
of any kind. In CDS, one party, buyers, pays a periodic fee to the other 
party, sellers, during the term of the CDS and if the reference entities 
get a default, declares bankruptcy, or another credit event occurs, 

then the seller is indebted to compensate the buyer for the loss 
incurred through specified settlement procedure. Here, the reference 
entity is not a party to the contract and is not necessary for buyers 
and seller to obtain the reference entity’s consent to enter into a CDS.  
CDSs are also used to hedge the credit risk of on-balance sheet assets 
(e.g. asset-backed securities or corporate bonds) by acquiring CDS 
protection on them. Such protection provides capital relief and insures 
the acquirer of protection against credit losses. Commercial banks and 
other lenders are natural buyers of CDS protection for such purposes, 
while dealers, financial guarantors, insurance companies, and credit 
derivative product companies were the typical protection sellers prior 
to the financial crisis. 
Another popular credit derivative is Credit-linked notes, also referred 
as credit default note, which is a funded credit derivative with an 
embedded credit default swap which allows the issuer to transfer a 
specific credit risk  

How do Credit Linked Notes work?
In Credit Linked Notes (CLN), the bond owner can transfer the default 
risk of credit by obtaining protection from the seller through CDS. 
CLN seller is an investment bank or special purpose company (SPC) 
who issues CLN as marketable securities, on the basis of reference 
assets with similar maturity and principal as that of reference assets. 
CLN investors get the security receipts and pay cash upfront to the 
CLN issuer according to terms of the issue. CLN issuer makes regular 
payment of coupon amount to CLN investors till maturity.  If there is 
no default on reference assets, CLN issuer returns the face value of 
security receipts to CLN investors. In the case of default, the CLN 
seller gives the reference assets to the CLN investors; there is high 
risk to CLN investors. 

Pros and Cons of Credit Derivatives  
The advantage in the use of credit derivative such as CDS will reduce 
or neutralize the risk of default and improve the intermediation 
process by enhancing market liquidity. It will also help in hedging 
against the risk of default, and improve the chance for speculation on 
hedge funds. On the other hand, a disadvantage is the cost of hedging 
which will reduce the return on investment.
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Hedging through
Deriva  ve Contract in 
Nepalese Context

Hedging is one of the important aspect of the deriva  ve market 
globally benefi  ng traders, investors, and business around the 
globe. Business is exposed to the price risk in the form of price 
of commodi  es and exchange rate risk which can poten  ally 
make or break the business in a  me of adverse price movement. 
Hedging allows the business to safeguard themselves from the 
poten  al adverse price movement in the price of commodi  es 
and exchange rate in the global market. 
Nepal’s annual global trade as per the 2072/73 is es  mated 
at Rs. 852.29 billion where export’s share is 8.3 percent and 
import’s pie is 91.7 percent. However, there is limited scope 
for a trader for price risk management who are expor  ng and 
impor  ng some of the highly traded commodi  es in Nepali 
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market. Globally, there are various op  ons available for importers and 
exporters to manage a price risk in form of hedging through futures 
and forward contracts. In Nepal, commodity exchange has come up with 
various globally traded commodi  es in its pla  orm which can be used 
to manage the interna  onal market price risk of various globally traded 
commodi  es such as gold, silver, crude oil, copper, soybean, soybean 
oil, co  on among others. The import of some of the globally traded 
commodi  es in Nepal’s total share of imports stands around 30 percent 
in the past two years i.e. 34.45 percent and 27.18 percent respec  vely 
in the Fiscal year 2014/15 and 2015/16 respec  vely. The price of 
these major commodi  es is highly vola  le as it keeps on changing as per 
the interna  onal market which can impact local importer and business 
houses crea  ng an unstable price for these commodi  es in the local 
market. This ul  mately can impact the business performance and sales 
due to such uncertain pricing.
Top Import

Figures are in NRS. 000

Commodities
 

F.Y. 2014/15
(2071/72)

F.Y. 2015/16
(2072/73)

Gold 8,494,199 16,079,515 

Silver 24,787,813 7,122,105 

Iron & Steel and products thereof 79,769,130 78,250,399 

Copper and articles thereof 4,922,040 4,757,397 

Aluminum and articles thereof 8,187,984 7,064,469 

Zinc and articles thereof 3,707,319 3,552,451 

Rubber and articles thereof 6,342,103 6,151,628 

Cotton (Yarn and Fabrics) 4,484,230 4,972,340 

Crude palm Oil 4,964,572 2,852,795 

Crude soybean oil 12,483,277 12,360,204 

Petroleum Products 112,165,082 69,193,189 

Total Import 784,581,255 781,145,961 

Source: Trade and Export Promo  on Centre
Top Export    

Figures are in NRS. 000

Commodities F.Y. 2014/15 
(2071/72)

F.Y. 2015/16 
(2072/73)

Lentils 1,257,962     1,290,528 

Cardamom 3,839,811     4,614,612 

Tea 2,006,877     2,400,120 

Ginger        464,921        643,086 

Medicinal Herbs 1,626,121     1,244,010 

Essential Oils        172,010        259,845 

Juices 4,789,266     3,181,850 

Woolen and Pashmina shawls 2,645,919     2,885,389 

Jute bags and sacks 2,302,660     1,921,926 

Cotton sacks and bags        507,607        536,194 

Nepalese paper and paper Products        595,092        654,008 

Articles of silver jewellery        211,758        132,337 

Iron and Steel products   10,276,634     4,666,972 

Copper and articles thereof 1,662,157     1,130,609 

Meat and edible meat offal        790,026        351,940 

Total Import 86,640,462   71,137,663 

Source: Trade and Export Promo  on Centre
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The export of our products is mainly agricultural commodi  es such 
as len  l, cardamom, tea, ginger, herbals, essen  al oils, juices along 
with other few non-agricultural commodi  es like copper and silver 
products. Most of the exported commodi  es are locally grown agro-
commodi  es and few are based on imported metal like copper and 
silver. The producer and exporter of these commodi  es also have similar 
exposures to the price risk as does the importer. There are various 
issues in the domes  c market including lack of proper marketplace, 
warehousing system for local produce which are a reason why many 
local producer and farmer are not ge   ng the right price for their 
product. Most of the export of these locally produced commodi  es 
are exported through various brokers/middleman along the border 
side which also limits the possible fi nancial benefi t that a producer 
can acquire. Moreover, the price of these produced are not stable as 
its demand depends upon the interna  onal market and in absence of 
proper warehouse and warehouse receipt, producers are forced to sell/
export the commodi  es at the price that is there in the produc  on 
season which is generally at a lower side.
These issues are only solved with the development of the proper 
ecosystem that can not only increase the compe   veness of our 
export but also can get fair value to their produced. The development 
of proper futures contract of locally produced commodi  es alongside 
the development of warehouse and introduc  on of warehouse 
receipt can not only solve the exis  ng issues but also transfer Nepal’s 
compe   veness and standing in the global market. 
Not only globally and locally traded commodi  es but also the currency 
fl uctua  on is an issue for a business person and trader who are 
exposed to the fl uctua  on of US Dollar against Nepali Rupees viz. 
Indian Rupee. The change in US economy and global market aff ect 
the US Dollar valua  on making the risk of doing business much higher 
for the exporters and importers. Globally corpora  on, as well as small 
business, manages exchange rate risk in form of various deriva  ve 
contracts designed to hedge their risk. In the context of Nepal, we are 
yet to exercise this concept with the lack of proper hedging fi nancial 
product. Looking at the size of our foreign trade which is around 40 
percent of our Gross Domes  c Produc  on, regulators, and concerned 
authori  es should come up with a favorable regulatory ground in order 
to introduce the currency hedging fi nancial products as well. This 
would greatly help importers as well as the exporters to manage their 
exchange rate-related risk by taking the favorable posi  on in currency 
contracts. Generally, exporters who are exposed to the strengthening 
of the Nepali rupee can take buy posi  on (domes  c currency is ge   ng 
stronger against foreign currency) equivalent to their export amount 
and importer who are exposed to the strengthening of the foreign 
currency or US Dollar, can take sell posi  on (domes  c currency is 
declining against foreign currency).
Therefore, with the proper regula  on of futures and spot market, it can 
play a pivotal role in the development of Nepal’s agricultural market as 
well as managing the risk associated with the foreign trade. Alongside, 
development and investment in warehouses, warehouse receipt and 
agro-insurances should be areas of top priority for the completeness 
of Nepal’s Agricultural sector and foreign trade. 
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Algorithms are the math computers used to make decisions. They 
process huge data sets, used advanced math to fi nd pa  erns, make 
predic  ons based on probability. Algorithms are used in well-known 
products like Google, Amazon, Ne  lix etc. Algorithms are also used 
in commodity trading too. Financial engineers create algorithms to 
analyze and buy or sell diff erent commodi  es automa  cally. In the past 
10 years, algorithmic trading has become a huge factor in trading. 75% 
volume of today’s global market is driven by algorithms.
The term “algorithmic trading” refers to the prac  ce of using computers 
to place trades automa  cally according to defi ned criteria contained 
within the so  ware’s programming code. The implementa  on of 
algorithmic trading, within the context of the electronic marketplace, is 
dependent upon the development of a comprehensive trading system. 
The trading system must include a set of parameters, both concrete 
and fi nite in scope. These parameters are a refl ec  on of the adopted 
trading methodology, and in algorithmic trading, are based upon 
mathema  cal computa  ons of varying complexity.
The Algorithm Advantage
Algorithms have changed the global trading game, pu   ng individual 
traders at a major disadvantage to investment banks and hedge funds. 
Here are some of the reasons why:
Advantage 1: Consistency
One of the most formidable challenges present in the fi eld of ac  ve 
trading is for the trader to behave in a consistent manner in the face 
of market vola  li  es. The marketplace is dynamic in nature; chao  c 
at  mes, orderly in others, but always evolving. In other words, the 
market can be a diffi  cult venue for an ac  ve trader to behave in a 
ra  onal, consistent manner. The vola  le nature of short-term trading 
has been examined by academics in numerous studies, with failure 
rates of short-term traders being in the 70% range.
In an a  empt to foster a posi  ve outcome (i.e. profi tability) in the face 
of an ever-changing market, traders employ numerous methodologies 
to develop trading plans and systems. A comprehensive trading plan or 
system includes parameters that defi ne a trade’s setup, proper trade 
execu  on and desired money management
Advantage 2: Emo  onless
The biggest advantage of algorithmic trading is that it removes the 
emo  onal side of the traders because all trades are executed according 
to computer programs. Greed and fear are perhaps the biggest 
challenges for the traders in case of fi nancial markets and it is due to 
greed and fear that majority of traders lose money as they take decisions 
on emo  ons and algorithmic trading by removing the emo  onal aspect 
reduce the chance of human emo  ons induced mistakes

Algorithmic Trading-
The Secret of a Winning Trading Strategy

The term “algorithmic 
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code.
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Advantage 3: Precision
Algorithmic trading systems are defi ned by intricate parameters, thus 
the need for mechanical trade execu  on. Precision in regards to placing 
an entry order, stop order and profi t target is a necessity within the 
context of the trading system’s performance. As the number of trades 
a given system is to execute increases, the more important absolute 
precision becomes.
If a modest 3% trade execu  on error rate is entered into the equa  on, 
then the result of 30 trades comes into ques  on. The trades executed 
erroneously are capable of producing random outcomes and have the 
poten  al to compromise the integrity of the trading system as a whole. 
Through the automa  on of an algorithmic trading strategy, physical 
order entry errors can be eliminated.
Advantage 4: Manage Risk
Algorithmic strategies can be developed to make calculated decisions 
balancing risks and reward to maximize profi ts and minimize losses. 
Stop-loss controls can be added to automa  cally liquidate a posi  on 
if an algorithm loses more than a defi ned percentage. Risk algorithms 
are also used to manage correlated instruments in a por  olio, limi  ng 
exposure to big losses.
Advantage 5: Order Entry: Limi  ng Client Side Latency
The ability to enter and exit the market quickly and effi  ciently can 
be crucial to the success of an individual trade and to the longevity 
of a trading system. An algorithmic trading system can generate and 
recognize trade signals and can place the desired trade instantly. From 
the standpoint of the trader, algorithmic trading systems can serve as 
a valuable  me-saving device. In a marketplace where order execu  on 
 mes are measured and quan  fi ed using milliseconds, saved seconds 

are at a premium.
In the electronic marketplace, the issue of latency is an important 
one. Latency, as it pertains to electronic trading, refers to execu  on 
 me. From the incep  on of electronic trading, brokers and exchanges 

alike have invested vast resources in the quest to reduce latency from 
nearly every perspec  ve. In a 2009 survey studying proprietary trading 
fi rms focused on the forex market, it was found that nearly 65% of 
fi rms u  lized automated trading systems that incorporated algorithms, 
and 89% planned on increasing capital investment in low latency 
technologies.
Algorithm Strategies
Trend following: These Strategies follow general trends in a set of data 
by comparing historical and current prices, profi  ng whether prices go 
up or down.
Arbitrage: These strategies depend on speed to catch price imbalances 
between diff erent markets.
News Reading: These strategies scan the news and trade based on 
what is happening in the world. Newswires have been adapted for 
these algorithms.
Human Sen  ment: These strategies scan social networks and make 
traders infl uenced by how anxious or posi  ve people feel.
Scalping: These strategies act like market makers and make small profi ts 
on diff erences in the bid/ask prices.
SUMMATION
Unfortunately, the importance of strategy is o  en overlooked, 
misunderstood or completely ignored by traders. Every day, many 
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traders con  nue to enter the markets without any kind of coherent 
strategy. Even traders that are using a trading signal system o  en 
do not understand the basis or theory behind the strategy that they 
use. Other traders o  en mistakenly believe that their sheer tenacity 
and persistence will provide them with their winning strategy. They 
courageously take their hits, accept their losses and persevere, hoping 
that their next trade will be the winner that will wipe out all prior losses.
It is important to understand that simply changing from one bad strategy 
to another will not produce a winning strategy. To be successful, a 
trader must learn to understand the market and to develop a winning 
strategy based on his or her own knowledge and skill. The essen  al 
secret ingredient for a successful strategy is the market theory and the 
trader behind the strategy. Strategies cannot be developed in a vacuum.
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Ba  le of the Commodi  es
2016 has been a momentous year for the global fi nancial markets. 
The year witnessed numerous market developments and stories, each 
carving a mark for itself in the sands of  me. With numerous breaking 
stories catching the markets some  mes off -guarded and unprepared, 
one can safely assume that the traders have slowly started to factor in 
the unpredictability of the results of the various events. As I sit down to 
write this ar  cle of mine for the MEX Yearbook 2016, a fl ee  ng thought 
crosses my mind - we have witnessed so many events during the year 
that may not be witnessed again in our genera  on. The year will also 
be recalled for the showdown between two of the heavyweights in the 
commodity markets, a ba  le which went right down to the wire. On 

the one hand, we had gold-sulking from the con  nuous three years of 
annual decline. On the other hand, the mother of all commodi  es, crude 
oil, was delibera  ng whether it will reverse the fortunes from 2 years 
bearish trend to bullish territory. Here’s what unraveled! 
ROUND 1 (JANUARY-APRIL)
Gold: A  er going through the 2013-15 in a nega  ve trend, gold 
commenced the year at a modest $1062.32 per troy ounce. Given the 
glory years of gold being driven by the US recession in the last decade 
was passed us, not many gave gold much hope. Surprisingly, gold had 
a posi  ve return in the period, inclining by a massive 21.7% to fi nish 
April at $1292.92 per troy ounce. Astonishingly, the bullish move 



MEX NEPAL YEAR BOOK 2016 | 76

ROUND 2 (MAY-AUGUST)
Gold: Gold had a topsy-turvy ride during the period as bullish and 
bearish factors drove the prices in equal measure. Sta  s  cally, the 
prices closed the period at $1309.80 per troy ounce, a 1.5% incline. 
Although the percentage change in the prices may not paint the whole 
picture, the period was punctured with an important story. Great Britain 
was scheduled to vote to remain or exit from the European Union. Polls 
before the results showed that BREMAIN i.e. Britain remaining in the 
EU, was in high probability than BREXIT i.e. Britain exi  ng in the EU. On 
24 June, as BREXIT became apparent, traders around the world took 
shelter in the safe haven instrument like gold, driving the prices by $108 
to fi nish the drama  c day at $1358.33 per troy ounce. In the ensuing 
days, gold would a  ain further heights, reaching $1375.11 per troy 
ounce, the highest since March 2014. 
Crude Oil: Oil trespassed a bearish trend during the period. The prices 
having commenced at $45.90 per barrel had a drama  c month of July 
on the back of the BREXIT saga to fi nish August at $44.94 per barrel. 
Due to Britain leaving the European Union, the greenback appreciated 
which pressurized the other commodi  es, normally priced in the US 
Dollar. However, signals for a cut in the supplies from the OPEC member 
na  ons made the rounds. This was a signifi cant moment as we headed 
into the last round. 
ROUND 3 (SEPTEMBER-DECEMBER)
Gold: Round 3 was the turning point for gold in the year as all bullish 
factors slowly dissipated as Federal Reserve decided to step into the 
limelight as it had done in 2015. The prices fell by 12% during the period 
as traders slowly shi  ed their investments away from gold and more into 
high yielding assets like the bond. However, the ride was not without 
the shockwaves. With the market assured that the Federal Reserve will 
deliver the verdict in September, the markets were in for a surprise when 
the Fed decided to wait. It was a déjà vu moment all over again when the 
Federal Reserve did make the call in December, exactly a year separa  ng 
the two hikes. The FOMC decided to increase the Federal Rate by 25 
basis point to 0.75%. In the process, gold dropped to $1122.73 per troy 
ounce, the lowest since February 2016. 
Crude Oil: Oil markets will have a footnote of the developments in this 
period, as the markets will never ever be the same again. A  er years 
and years of delibera  ons, OPEC members fi nally made the decision 
to cut the supplies in order to stabilize the markets. The decision taken 
in Algeria at the end of September fi nally opened the gates for bullish 
forces to make a comeback. The prices during the period drove up by 
a signifi cant 27% to se  le at $53.76 per barrel for the year. The power 
of OPEC had diminished with the emergence of US and Russia as major 
oil producers and exporters but the decision has rejuvenated the no  on 
that the cartel power of the OPEC members s  ll exists in the oil markets. 
FINAL VERDICT
The year has indeed been marked as a signifi cant year in terms of the 
impera  ve market forces playing their parts in driving the prices. In 
hindsight, gold prices inclined by 8.32% whereas crude oil prices inclined 
by 45.21% over the course of the year. While we can observe that crude 
oil is the clear winner in terms of the percentage return, I leave the fi nal 
decision with my ardent readers to analyze and then verbalize, which 
commodity provided the fi nal punch to emerge as the winner. 

included a $57.93 spike on 11 February. Ironically plunging oil prices 
and falling equity prices supported the rise of gold during the period. 
Federal Reserve had called for an interest rate hike on 16 December 
2015 subsequently leading to the bullion hi   ng rock bo  om but since 
then the fortunes had turned. Indica  ng that it will consider hiking the 
rates further in 2016, the probability diminished in light of the ac  ons 
from the European Central Bank, Swedish Riksbank, Swiss Na  onal Bank 
and the Bank of Japan sparking a resounding rally in gold. 
Crude Oil: Having declined by 45% and 31% in 2014 and 2015 
respec  vely, crude oil began the year at $37.02 per barrel. Oil acclaimed 
a massive piece of history on 11 February when the prices slumped 
to a nine-year low price of $26.04 per barrel. The prices reached the 
level a  er IEA announced that the supply will surpass the demand this 
year too. However, by the end of April, oil had reversed, closing the 
review period at $45.94 per barrel, a 76% climb from the low achieved 
in February. Supply disrup  ons in major economies including Canada, 
Nigeria and Iraq coupled with the accelera  ng demand from the major 
consuming na  ons drove the prices higher. 

Vivek Risal
(The author is associated in the capacity of Manager 
in the Research & Development Department of 
Mercan  le Exchange Nepal Limited. He is also a part 
of the Editorial Team of the MEX Year Book. He can 
be contacted at r&d@mexnepal.com)
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Member’s Perspec�ve



The main purpose of collec  ng margin is to avoid the counter-party risk 
of defaul  ng by its members i.e. brokers or their client in fulfi lling their 
obliga  on. Yes, it is the greatest fear among the clearinghouses, clearing 
members, market makers, and non-clearing members are of default risk 
i.e. if the traders are unable to pay their losses on a par  cular contract. 
Thousands of trades are ini  ated by the traders with high exposure in 
the market daily, so to overcome such default risk margining system 
has been developed by the exchange. To rule over cash risk, clearing 
members or market makers always adopt the rules of mark-to-market 
(MTM) in which they calculate the pay-in and pay-out at the end of their 
trading session daily. There are various types of margin system adopted 
by the exchange and their clearing members.
As we know clearing involves in ensuring the trade details match, 
transferring margin from the losers account to the winners which help 
to correct of validity. Likewise clearing become legal counterpar  es to 
the original transmission which is known as Nova  on, which means 
buyer to every seller and seller to every buyer. So to protect themselves 
from the default risk, they collect the various margins primarily Ini  al 
Margin is collected before the traders ini  ate the posi  on. Such ini  al 
margin is a good faith returnable deposit paid by the traders. It is the 
minimum percentage of the contract value required to be deposited by 
the traders to the clearing system before ini  a  ng any new contracts. 
At the same  me, at the end of the session, clearing house will mark-to-
market all open posi  ons against the se  lement prices on the exchange. 
In this process, clearinghouse pays out all the profi ts and collects all 

losses as part of the margin call. Of course, the  me will be given to pay 
the margin call as per the norms of the exchange rules. But in the case 
of default, clearing house can close the posi  ons. Furthermore, if any 
losses are incurred, the ini  al margin money will be u  lized to make up 
the losses. 
Apart from these two margins, there are three other margins which can 
be opted by the exchange as per their rules i.e. Spot Margin, Intraday 
Margin, and Maintenance Margin. Spot margins are charged in addi  on 
to ini  al margins which help to discourage speculators in the delivery 
period. This helps to cover the risk of default during the delivery 
process. A market may be subject to vola  lity. If the market suddenly 
becomes more vola  le, an addi  onal margin may be collected at short 
no  ce is called intraday margins, which is also called day margin. Finally, 
maintenance margins are collected which is the minimum amount of 
equity that must be maintained in a margin account.
Calcula  on of margin may diff er from exchange to exchange. But mostly 
SPAN margin system is adopted which is the standard por  olio.  Analysis 
of risk is a computer system based margining system developed by the 
Chicago Mercan  le Exchange. The purpose of SPAN is to calculate the 
ini  al margin for por  olio futures.
A deriva  ve is a tool which can be used in a geared way, which means the 
power of such products is always depends on its margin amount which is 
the beauty of the deriva  ve trading. Let’s clear it out with an example- to 
trade on future contracts, the ini  al margin is required, addi  onally, it is 
rela  vely small in comparison to the value of the underlying asset.
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Margin System
& its Beauty

Neerab Pudasaini
(Mr. Pudasaini had completed MBA in HR from IAU. 
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Ltd., a Clearing Member affi  liated with Mercan  le 
Exchange Nepal Limited. He is a regular writer who 
writes ar  cles related to social issues, management, 
economy & capital market including Nepalese 
Commodity Deriva  ves Market)
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Precious Metals
The bullion market kicked off  the New Year on a mixed note. Gold and 
silver  cked higher, with gains capped by a fi rmer dollar and weaker 
oil. Gold and silver dusted off  its creden  als as the go-to commodity in 
troubled  mes and its producers reaped the benefi ts. Gold rallied to a 
two-month high, a  er a sell-off  in Chinese shares forced the country’s 
stock exchanges to shut for a second  me this week, spurring demand 
for a haven. Gold and silver also edged higher as European stocks fell 
on persistent worries about global growth, promp  ng investors to seek 
assets considered a safe store of value. South Africa's rand weakened 
more than one percent in thin trade, under pressure from a strengthening 
dollar, even though the balance of trade swung to a surplus from a wide 
defi cit which weighed down on the prices of pla  num and palladium. 
Pla  num fell to a seven-year low. The metal had been whipsawed a  er 
rallying to a two-month high. Palladium took the biggest dive, sliding 
11.14 percent to a 5-1/2 year low. Palladium followed weakness in crude 
oil and industrial metals. Johnson Ma  hey has li  ed its es  mate of last 
year's pla  num market defi cit a  er a surge in Japanese bar investment 
late in the year, though it cut its expecta  ons for the palladium market 
shor  all.

Open Close % Change

Gold 34115 35947.5 5.37

Silver 445.1 458.1 2.92

Pla  num 28665 28025 -2.23

Palladium 18066 16054 11.14

Base Metals
Copper slipped towards nearly seven-year lows after China's stock 
markets tumbled limit down fuelling concerns about the demand 
for industrial metals in the world's second biggest economy. Copper 
prices plummeted to their lowest as large losses on Chinese equity 
markets reinforced tarnished prospects for growth and demand in the 
world's biggest consumer of industrial metals.

Open Close % Change

Copper 470.8 454.2 -3.53

MEX Almanac

January 2016
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Energy
The price of energy commodities saw bearish trend for the first 
month of January, 2016 as all four energy commodities traded in 
MEX terminal moved towards south. The price of black gold i.e. 
Brent Crude and Crude oil saw declined of 4.85 percent and 9.91 
percent respectively. This decline in the price of oil was primarily 
due to status of supply in global market as production was ever 
increasing creating a pressure in the supply side of the market. 
On the other hand, two of the leading oil consuming countries 
i.e. US and China saw slump in economic activities for the month. 
In recent months, China has been very inconsistence with its 
economic numbers which is also creating pressure in the price of 
black gold at a time when market is oversupplied. On the other 
side, the price of Natural Gas also followed the trend of oil as price 
decrease by 6.25 percent. The factor contributing to this decline is 
related to the weather and inventory factor. The weather forecast 
for the US showed shot winter season which means lesser demand 
of gas. At the same time, inventory held in US showed rise which 
was more than market expectation which directly contributed fall 
in the price of gas. 

Open Close % Change

Brent Crude 3771 3588 -4.85 

Crude Oil 3745 3374 -9.91

Hea  ng Oil 30.42 28.52 -6.25

Natural Gas 234.5 230.2 -1.83

Agro 
During January, prices of cocoa were bearish as demand for chocolates 
eased and signs emerged that crops are recovering in Ghana, the 
world second largest producer. A slowing Chinese economy fondles 
fear in the stock market which had aff ected the cocoa prices. Coff ee 
witnessed the bearish mark a  er favorable condi  ons and increased 
yields in coff ee producing countries like Brazil, Colombia and Honduras 
had hit the supply high. Drought-aff ected South Africa was expected 
to increase its corn imports and at the same frame, there was cha  er 
that US farmers will plant less corn this year. There was low demand 
of co  on in the Chinese market and worries about the global economy 
amid tumbling world stock markets drove co  on prices low. Soybean 
prices jumped a  er government forecasters cut their es  mate of last 
year’s U.S. harvests and pared their outlook for soybean supplies. Higher 
produc  on cues for sugarcane and sugar output from Brazil supported 
the sugar supply and favorable weather expecta  ons had pushed its 
price lower. According to USDA, there was drop in wheat planta  on by 
2.85m acres, the biggest decline in past six years.

Open Close % Change

Cocoa 321.2 276.3 -13.98

Coff ee 278.8 256.5 -8.00

Corn 14.09 14.62 3.76

Co  on 140.22 134.4 -4.15

Soybean Oil 67.46 68.08 0.92

Soybean 31.71 32.41 2.21

Sugar 26.74 23.16 13.39

Wheat 17.29 17.6 1.79

The figures above are the percentage change in the prices of corresponding commodity over the corresponding month. % change is calculated as ((Close-Open)/Open*100)
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Precious Metals
Gold and silver edged higher a  er U.S. data showed economic growth 
fell sharply in the fourth quarter. Gold and silver extended its rally to 
strike a three-month high as global economic and fi nancial headwinds 
presented obstacles to a U.S. interest rate rise in the near term. The 
yellow metal had benefi ted from a selloff  in the dollar as traders trimmed 
forecasts for U.S. rate rises this year. Gold and silver hit three-month 
highs since July 2013 as sliding stock markets, global growth uncertainty 
and a so  er dollar prompted investors to seek safety in hard assets. The 
market will stay in a shortage in the next six years as supplies remain 
constrained amid growing or robust demand from jewelers and car 
companies, according to a report commissioned by the World Pla  num 
Investment Council. South African stocks followed global markets 
higher, reaching a one-month peak, buoyed by strong gains in resource 
shares, while the rand strengthened against the dollar which provided 
impetus to the prices of pla  num. South Africa plans to set up a fuel 
cell component plant by 2018, the latest ini  a  ve from the world's top 
pla  num producer to increase demand for the metal and support fi rms 
hit by plunging prices and labor strife provided impetus to the prices of 
pla  num.

Open Close % Change

Gold 35930 39617.5 10.26

Silver 458.1 476.3 3.97

Pla  num 27970 29982.5 7.20

Palladium 16014 15914 -0.65

Base Metals
Copper firmed as traders took heart from stabilizing oil prices, solid 
China imports despite a slowing economy, and stockpiling ahead of 
the Lunar New Year. Copper prices surged to their highest level in 
more than three months as traders hoped for a recovery in metals 
demand following stronger than expected U.S. economic data and 
a G20 policymakers meeting. Industrial metals joined rallies in oil 
and share markets as investors put fears about a struggling global 
economy on the back burner. U.S. consumer spending rose solidly in 
January while fourth-quarter economic growth was revised up to 1 
percent, higher than expected.

Open Close % Change

Copper 453 466.6 3.00

Energy
The price of energy commodities saw mixed trend over the period 
of a month during February as price of Brent Crude and Heating oil 
rose slightly and price of Crude oil declined by very small margin. On 
the other hand, price of Natural Gas saw steep decline over the same 

period. The oil market was in a state of indifference after continuous 
decline in the price since last year. At the same time, market was 
following the activities of oil producing nation particularly OPEC 
nation who were continuously engaged in the dialogue for controlling 
the oil price rout. However, market was not fully convince as Saudi 
Arabia, which is also a biggest producer of oil, wasn’t certain to 

MEX Almanac
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participate in the dialogue with other OPEC nation. Although, there 
was decision from Russia and Saudi Arabia to cut the supply, but it 
didn’t have much impact in the market. Similarly, the price of Natural 
gas sharply declined over a month period by almost 23 percent due to 
mild weather condition in the US, which is also the largest consumer 
of oil. 

Open Close % Change

Brent Crude 3545 3605 1.68

Crude Oil 3373 3365 -0.24

Hea  ng Oil 28.49 28.56 0.25

Natural Gas 220.8 171.4 22.37

Agro 
There was a cocoa shortage par  ally due to the El Nino weather 
phenomenon, which caused both heavy rain and droughts in cocoa-rich 
West Africa. Coff ee prices have been under tremendous pressure due 
to oversupplies. However, high shipments of coff ee beans have helped 
bring down inventory levels. According to ICE, global coff ee inventory 

levels are now at lowest levels since 2012. U.S. farmers are forecast to 
plant about 2 million more acres of corn in 2016 to 90 million. Ample 
supplies of corn have kept pressure on prices. Soybean futures prices fell 
due to specula  ons of lower export demand. Weekly net soybean export 
sales fell by 43,645 metric tons. Due to the produc  on defi cit sugar 
prices soared during this month. The demand was strong which made 
the price high for the month. The USDA report signifi cantly aff ected the 
price of wheat. There is decline in the exports in the US and the increase 
in the world produc  on cues further hurt the prices. 

Open Close % Change

Cocoa 276.5 293.3 6.08

Coff ee 254.7 253.2 -0.59

Corn 14.6 13.92 -4.66

Co  on 134.46 124.42 -7.47

Soybean Oil 68.02 67.58 -0.65

Soybean 32.41 31.38 -3.18

Sugar 23.22 24.98 7.58

Wheat 17.5 16.32 -6.74

The figures above are the percentage change in the prices of corresponding commodity over the corresponding month. % change is calculated as ((Close-Open)/Open*100)



89 | MEX NEPAL YEAR BOOK 2016

Precious Metals
The month of March saw the precious metals treading the northern 
road. Gold & Silver rose boosted by lower shares and a so  er dollar, 
leaving the metal well placed to log its best monthly performance in four 
years as turmoil in wider markets increased its safe-haven appeal. Gold 
and silver bounced back to se  le higher as the U.S dollar con  nued its 
retreat a day a  er the Federal Reserve scaled back expecta  ons for its 
next interest-rate increase. The U.S. central bank signaled two more rate 
increases this year instead of the four hinted at back in December, as 
the policy makers "con  nue to see risks" to the economy. The dovish 
outlook sent the dollar sharply lower and spurred a rally in dollar-
denominated commodi  es such as gold. Recycling rates for autocatalyst 
metals pla  num and palladium, have been driven lower in the past year 
not only by a price slide in the metals themselves, but also by a crash 
in the value of another raw material - steel. With steel prices forecast 
to remain under heavy pressure this year in the face of over-supply 
and tepid demand, that could limit an expected rebound in the rate at 
which pla  num group metals are recovered from catalysts. Pla  num 
supply dropped 1 percent this year and demand increased by the same. 
Palladium surged on specula  on that infrastructure spending in China 
would boost demand for the metals used in auto pollu  on control 
devices. Switzerland became a net importer of pla  num once again in 
February, data from the Swiss customs bureau showed as shipments 
from major producer South Africa  cked up.

Open Close % Change

Gold 39615 39635 0.05

Silver 478.1 496.1 3.76

Pla  num 29992.5 31375 4.61

Palladium 15846 18192 14.80

Base Metals
Copper prices hit their highest since November, backed largely by 
news of fresh stimulus from China. China, the world's No. 2 economy 
and massive consumer of commodities, moved to cut banks' reserve 
requirement ratio earlier in the month, indicating a slight easing bias 
in its monetary policy. China accounts for nearly half of global copper 
consumption estimated at about 22 million tonnes this year. Industrial 
metals also rallied on speculation that accommodative U.S. monetary 
policy will support demand for raw materials. Copper jumped as 
stockpiles tracked by the London Metal Exchange fell the most in 
almost two years.

Open Close % Change

Copper 468.6 481.6 2.77

Energy
The price of energy commodities for the month of March, 2016 saw 
strong bullish trend as price of all commodities under energy category 
rose. The price rose by 8.61 percent and 14.87 percent for Brent 
Crude and Crude oil respectively. This bullish nature of the market 
was due to the fact that oil producing rig in the United States has 
been continuously declining for past 11 weeks which shows its effect 
in the oil price. Similarly, Qatari oil minister comment about the OPEC 
countries into production talks supported oil market.  OPEC was due 
to meet where the member nation would be engaged in the meeting 
for cutting the production. Likewise, the price of Natural Gas, reverse 
its trend in the month of March after experiencing bearish trend in 
the preceding month. The price rose by 13.17 percent due to the 
settlement of short position as price had reached 18 year low. The 
bullish trend was primarily due to the technical reason which was 
supported by lack of major fundamental for the month.

Open Close % Change

Brent Crude 3649 3963 8.61

Crude Oil 3363 3863 14.87

Hea  ng Oil 28.93 31.02 7.22

Natural Gas 171.6 194.2 13.1

MEX Almanac
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Agro 
Dry weather threatened to shrink the crop in Ghana and Ivory Coast 
which had signifi cant aff ect in the price of cocoa for the month of March. 
Bad weather and rising demand in Asia are pushing up prices of cocoa. 
Supported by news of dryness in both Colombia and Brazil, the top two 
producers of the coff ee bean, the price have increased this month. The 
demand has improved as a result the price was improved. Despite the 
decrease in produc  on, a higher rise in the ethanol inventory indicated 
lower demand. The lower demand nega  vely aff ects the corn demand 
sen  ment, as corn is an essen  al ingredient for ethanol produc  on. 
Reports of lower produc  on forecast and an  cipa  on of lesser carryover 
stocks for the next season on improved consump  on and exports has 
increased the price of co  on. Due to higher diesel prices, the truck strike 
had hurt the supply chains of soybeans. The supply chain issue has hurt 
soybean prices. Further, it delayed exis  ng order fulfi llment and had 

impact on new orders. Sugar prices hit a three-month high on worries 
about El Niño weather. Unfavorable weather forecast in the US Plains 
have signifi cant impacts on wheat prices.

Open Close % Change

Cocoa 293.2 295.1 0.65

Coff ee 253.1 281.3 11.14

Corn 14.05 13.85 -1.42

Co  on 124.48 128.88 3.53

Soybean Oil 68.06 75.42 10.81

Soybean 31.63 33.52 5.98

Sugar 31.66 33.92 7.14

Wheat 16.59 17.42 5.00

The figures above are the percentage change in the prices of corresponding commodity over the corresponding month. % change is calculated as ((Close-Open)/Open*100)
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Precious Metals
The precious metals basket underwent a bullish trend during the 
month of April as all four metals treaded north. Gold held onto gains 
as disappoin  ng global economic data and a tumble in equi  es sent 
investors scurrying towards the safe-haven metal. Silver prices rose 
as global markets stabilized on rising oil prices and improved investor 
sen  ment following comments by Federal Reserve Chair Janet Yellen 
dispelling recession concerns. Silver entered a bull market a  er climbing 
to a 10-month high amid posi  ve signs for Chinese industrial demand 
and decreasing bets the Federal Reserve will raise U.S. interest rates. 
Pla  num futures ended higher a  er the U.S. released its latest jobs 
report. Pla  num prices increased in the review period due to the investors 
turning to safe haven assets given the fall in the equity markets. There 
was some evidence of investors switching into other precious metals 
such as pla  num and palladium with specula  on that the gold premium 
over other metals would narrow from historic highs. Palladium climbed 
as the dollar weakened a  er U.S. data came in below forecast.

Open Close % Change

Gold 39667.5 41627.5 4.94

Silver 496.1 574.9 15.88

Pla  num 311440 34650 10.21

Palladium 18197 200019 10.01

MEX Almanac

April 2016
Base Metals
A couple of factors boosted the metal this month. For one, there 
was a general return to some riskier assets as investors cheered 
some positive earnings data, while the U.S. released a solid jobs 
report. The first development was a major mover for the copper 
market - news hit of a sudden resurgence of copper imports into 
top consumer China. China’s March copper imports hit an all-time 
high of 570,000 tons for the month. This was a 39% increase from 
the same month in 2015. The March increase lifted China’s total 
Q1 copper imports to 1.43 million tons, 30% higher year-over-year. 
Pushing prices higher was also the news of supply disruptions in 
some of the world’s largest copper mines in Chile. Anglo American 
left production halted at the smaller El Soldado copper mine, while 
production also remained halted at another major mine, Codelco’s 
El Teniente. The El Teniente and Los Bronces mines combined have 
an annual capacity of 880,000 tons.

Open Close % Change

Copper 481.6 502 4.24
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Energy
The bullish nature of energy market continued its momentum in the 
month of April as well as price of all four energy commodities being 
traded in MEX terminal inclined. The price for Brent Crude and Crude 
oil increased by 16.46 percent and 19.09 percent respectively. This 
increase was due to market expectation of positive outcome from the 
OPEC meeting. Comment from Kuwait oil minister about possibility 
of reducing oil production without the involvement gave market very 
good support. Likewise, report from International Energy Agency 
(IEA) about the current oil price being at very low and should balance 
by next year was also very positive news for the oil price. On the 
other side, economic growth rate in world’s second largest economy 
i.e. China for first quarter of the year was at 6.7 percent which was 
as per the market expectation. These factor proved to be positive 
which gave good support of oil price. Regarding, Natural Gas, which 
again increased by 10.42 percent, expectation of extreme weather 
condition  in the United States proved to be instrumental factor for 
price rise. Also, market expectation of frequent decline in inventory in 
US also supported price of Natural Gas.

Open Close % Change

Brent Crude 4065 4734 16.46

Crude Oil 3860 4597 19.09

Hea  ng Oil 31.58 36.49 15.55

Natural Gas 193.8 214 10.42

Agro 
In April, cocoa prices hit fresh 2016 high due to the rise in Asian grinders 
report. Grinding, which is treated as a proxy for consumer demand, 
came in at 148,911 tonnes. Arabica coff ee futures are under pressure 
on the expecta  on for high yields from Brazil’s upcoming harvest. The 
Brazilian real plunged compared to the U.S. dollar which made coff ee 
import cheaper. Op  mism over demand for U.S. soybean exports also 
supported prices, with some traders be   ng that delayed Argen  ne 
shipments will encourage interna  onal buyers to seek supplies from 
the U.S. instead. Due to oversupply, the price of corn descends for 
this month. The stockpiles of corn were excessive in comparison with 
previous month which had signifi cant impact on prices. Sugar prices are 
rising despite suffi  cient supply of the sweetener in India, one of world 
largest producer. Due to a strong El Nino, the sugar market is forecast 
to experience a signifi cant supply defi cit which made the price rise. With 
the demand hopes, the price of wheat in April edged up. Wheat futures 
also rose up as the dollar fell to its lowest level in nearly eight months 
against a basket of currencies.

Open Close % Change

Cocoa 294.1 321.4 9.28

Coff ee 280.5 268.3 -4.35

Corn 13.86 15.39 11.04

Co  on 128.78 140.76 9.30

Soybean Oil 75.36 73.14 -2.95

Soybean 33.41 37.83 13.23

Sugar 33.88 36 6.26

Wheat 17.39 17.94 3.16

The figures above are the percentage change in the prices of corresponding commodity over the 
corresponding month. % change is calculated as ((Close-Open)/Open*100)
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Precious Metals
During the month of May, the fortunes of the precious metals basket 
overturned with all four metals turning south. Gold prices witnessed 
losses due to the advance in the dollar’s trade-weighted index. Sellers 
were unable to push prices significantly weaker even with the dollar’s 
trade-weighted index advancing by 0.5% at one point with EUR/
USD dipping to lows around 1.1420. Gold prices were subjected to 
further selling weakening for the eight successive day, and declining 
to test eight-week lows with a very limited bounce reversing after 
Fed Chair Yellen’s comments. Silver declined sharply in response 
to the minutes of the April Federal Open Market Committee policy 
meetings, where officials left the door wide open to an interest rate 
increase at the next meeting in June. Silver prices were on pace for 
their fourth consecutive weekly decline, as improved risk sentiment 
and speculation about monetary policy continued to undercut the 
precious metals rally. Demand for platinum jewelry in China is 
diminishing, which send global demand to further declines, Reuters 
reported. Platinum also declined on the cue from the comments 
from Fed Chair. Palladium also fell on the back of the similar factors 
attributing to the decline of gold. Investor appetite for palladium-
backed exchange-traded funds is failing to pick up after a dismal 
2015, pointing to another difficult year for the metal despite the 
prospect of a deepening supply deficit.

Open Close % Change

Gold 41580 39032.5 -6.13

Silver 575 514.3 -10.56

Pla  num 34667.5 31532.5 -9.04

Palladium 20055 17539 -12.55

Base Metals
Copper sank as a stronger dollar prompted commodity markets to 
take a breather after April's broad-based rally, while a deteriorating 
technical picture pointed to further consolidation. Chinese data 
showing factory activity in the world's top metals consumer shrank 
for a 14th consecutive month had muddied the outlook for metals 
demand and dulled hopes of economic revival after a credit-fuelled 
rally. Copper ended lower with a great deal of the commodity’s losses 
a result of a stronger US currency.

Open Close % Change

Copper 501.7 458.5 -8.61

MEX Almanac

May 2016
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Energy
The price for energy commodities saw decent growth in the month 
of May as all four energy commodities moved slightly towards north. 
The price for Brent Crude and Crude oil rose by 6.12 percent and 
7.34 percent respectively for the month due to factor related to 
inventory and issues in supply in some of the major oil supplying 
country. The weekly inventory report released by Energy Information 
Administration (EIA) showed consistent decline in the total inventory 
of oil in world’s biggest energy consuming market. At the same time, 
there was issue in oil supply from Libya and Nigeria which also have 
its impact in oil market. There was strike in one of the biggest oil field 
in Nigeria and internal conflict in Libya also influence oil supply from 
these countries. At the same time, the price of Natural Gas saw slight 
increase for the month due to the weather factor which suggest there 
could be increase in the demand for gas in US. On the other side, 
inventory of Natural Gas was increasing but not as much as market 
was expecting which makes this slight rise in price possible.

Open Close % Change

Brent Crude 4703 4991 6.12

Crude Oil 4589 4926 7.34

Hea  ng Oil 36.48 40.16 10.09

Natural Gas 212.3 229.4 8.05

Agro 
Cocoa futures dropped after the International Cocoa Organization 
raised its estimate of how much demand would outstrip new supply 
this year, but left it below other analyst expectations. The dollar 
rallied to a three-week high against a basket of currencies on renewed 
expectations that the Federal Reserve could raise interest rates soon, 
this hampered coffee price. The USDA said producers are expected 
to grow a record 14.43 billion bushels of corn and there is high 
demand for the product. USDA dropped the U.S. 2015-16 soybean 
ending stocks to 400 million bushels, compared with average trade 
expectation of 426 million. It is providing the impetus for a sharp 
soybean rally. While the expectations remain that the sugar market 
will be in a deficit in 2016, in one producer, Venezuela, supplies have 
become so tight which lead for price hike. Abundant global supplies 
after a record harvest in the 2015/16 season led to decrease in the 
price of sugar.

Open Close % Change

Cocoa 322.1 305.4 -5.18

Coff ee 268.3 267.7 -0.22

Corn 15.36 15.93 3.71

Co  on 140.58 140.58 0.00

Soybean Oil 73.02 69.96 -4.19

Soybean 37.8 39.57 4.68

Sugar 36.24 38.22 5.46

Wheat 17.87 17.02 4.76

The figures above are the percentage change in the prices of corresponding commodity over the 
corresponding month. % change is calculated as ((Close-Open)/Open*100)
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Precious Metals
The bullion market witnessed a bullish trend during the month of June 
as all four commodities traded in the MEX terminal increased by the 
month’s end. Gold surged by 8.32 %. Initially, it was headed for the 
biggest one-day jump in seven weeks on Friday after U.S. payrolls data 
fell well short of forecasts, boosting expectations that the Federal 
Reserve will stand pat on interest rates. The U.S. economy created 
the fewest jobs in more than five years in May, a Labor Department 
report showed. Gold prices moved higher with markets unsettled by 
a further lurch towards defensive assets as risk appetite continued 
to deteriorate. Following the unexpected UK referendum leave vote, 
gold prices surged higher on defensive demand with prices hitting 
the highest level for over two years as fear gripped global markets. 
Silver traded higher after an eventful month added more than 15% 
to the value of the precious metal. The grey metal has rebounded 
dramatically since the start of June, with gains accelerating after last 
Friday’s US nonfarm payrolls report showed the slowest pace of hiring 
in nearly six years. Silver soared Friday after the United Kingdom voted 
to leave the European Union, triggering recession-style volatility in 
the global financial markets and pushing investors into the safety of 
precious metals. Platinum and palladium prices also increased on the 

back of the weak labor reports from USA which added impetus to 
the prices. South Africa's National Union of Mineworkers (NUM) has 
secured exclusive union rights for workers at platinum producer Royal 
Bafokeng Platinum (RBPlat). Palladium touched its lowest in about two 
weeks because of oversupply in the markets. The prices of platinum 
and palladium also inclined due to the BREXIT vote.

Open Close % Change

Gold 39220 42482.5 8.32

Silver 514.4 595.3 15.73

Pla  num 31525 32802.5 4.05

Palladium 17521 19225 9.73

Base Metals
Copper climbed in June as shorts covered as a strengthening dollar 
and ebbing seasonal demand from top consumer China undermined 
prices. Growth in China's services sector hit a three-month low in May 
as new business and hiring slowed, a private survey showed, echoing 
signs of fading momentum elsewhere in the economy. Copper- Copper 

MEX Almanac

June 2016
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prices jumped to seven-week high boosted by increased risk appetite 
and a weaker US dollar. Risk appetite has improved this week amid the 
sentiment that the UK would vote to remain in the EU.

Open Close % Change

Copper 458.4 482.7 5.30

Energy
The price of energy commodities traded in MEX terminal were little 
changed other than Natural Gas which headed strongly towards north. 
The price for Brent Crude and Crude Oil was literally unchanged as 
price decreased by 1.06 percent and 0.18 percent respectively. The 
oil market had high hopes from OPEC meeting about the possibility of 
cut in oil output which couldn’t materialized consequently providing 
strong resistance for oil market. At the same time, oil inventory also 
changed as per the market expectation which couldn’t provide clear 
direction to oil market. On the other hand, market was also concern 
about the possibilities of BREXIT which would have impact in global 
economy and ultimately in oil market. On the other hand, the price for 
Natural Gas found strong trend as price rose by nearly 27 percent to 
the inventory report released by US Energy Information Administration. 
The weekly report showed pace of inventory growth which was lesser 
than market expectation showing some kind of strength in demand 
from US market. With this rise in price, Natural Gas price reached 8 
month high and showed some long term strength. 

Open Close % Change

Brent Crude 5004 4951 -1.06

Crude Oil 4923 4914 -0.18

Hea  ng Oil 39.74 38.98 -1.91

Natural Gas 229.4 291.2 26.94

Agro 
The International Cocoa Organization revised down its estimate of 
global crops by 4.6%. Dry weather in the main growing countries 
of Ivory Coast and Ghana during the growing season was blamed 
for the reduced output. Arabica coffee futures jumped with ICE 
futures adding 3.3% as investors poured money into coffee as the 
currency of Arabica’s top producer Brazil climbed to an 11-month 
high. Midwestern weather and fund liquidation weighed on prices 
of corn. Price of cotton in the local Pakistan market increased as a 
result of interest shown by various countries including Bangladesh, 
Indonesia and Vietnam, towards the purchase of cotton. There was 
200-million-bushel reduction in the estimated size of the combined 
Argentine and Brazilian soybean crops from March to May and the 
resulting surge in export demand for U.S. soybeans. A deteriorating 
production prospects in India, the world's number two sugar producer, 
outweighed a bumper crop and large export availabilities in Brazil, the 
leading producer have made the price of sugar to climb. Favorable 
weather conditions in southern Brazil have helped with the planting 
of wheat.

Open Close % Change

Cocoa 304.8 296.6 -2.69

Coff ee 267.4 321 20.04

Corn 15.91 14.15 -11.06

Co  on 140.92 142.42 1.06

Soybean Oil 70.14 69.22 -1.31

Soybean 39.62 43.26 9.19

Sugar 38.08 44.32 16.39

Wheat 17.07 15.89 -6.91

The figures above are the percentage change in the prices of corresponding commodity over the 

corresponding month. % change is calculated as ((Close-Open)/Open*100)



97 | MEX NEPAL YEAR BOOK 2016

MEX Trading Challenge - 2016

M T C
MEX Trading Challenge - 2016

Rank Nick Name Equity Return (%)

 1  Dipesh908 2,688,638.79 437.73%

 2 Kumar 2,682,087.80 436.42%

 3 Pragya 2,219,152.95 343.83%

 4 Omila 1,650,489.40 230.10%

 5 Nilam 1,552,882.43 210.58%

 6 Spra�k 1,212,945.80 142.59%

 7 Abhu 1,076,814.68 115.36%

 8 Umanath 970,871.88 94.17%

 9 Gagan 957,084.08 91.42%

 10 Gupta 918,042.08 83.61%

MTC - 2016 Live Score



MEX TRADING CHALLENGE – 2016
In order to encourage commodity trading among the financial 
community, Mercantile Exchange Nepal Limited organized the MEX 
TRADING CHALLENGE - 2016. MTC-2016 was a 30 trading day 
challenge where any individual could participate and trade in variety 
of MEX products on a stimulated trading environment on a real time 
professional trading platform. MTC-2016 opened from 30th May 
2016 and concluded on 9th July 2016. Initially the participants were 

First PlaceFiFirsrstt PlPlacacee
While inves�ng in commodi�es one needs to have a strong gut as the difference between “making it” and 
“breaking it” may depend on whether you decide to s�ck to your analysis or chicken out when the market gets 
a li�le shaky. It is in the human nature to want to win in each and every investment we make however we need 
to think logically and cut losses before we get broke and keep investments that have prospects of growth. Also 
remember that the best �me to buy is when there is blood on the street or when there is news of impending 
doom as you are most likely to find bargains then. While trading commodi�es one can amass a fortune by 
understanding the general trend of the underlying commodity and buying when the prices are below the trend 
and selling when the value rises above the trend. As George Soros, the man who broke the bank of England once 
said: “It’s not whether you're right or wrong that's important, but how much money you make when you're right and 
how much you lose when you're wrong."

- Dipesh Pote Shrestha

Second PlaceSeSecocondnd PPlalacece
;j{k|yd ds{G6fO{n PS;r]Gh g]kfnnfO{ o; k|sf/sf] v'Nnf k|ltof]lutf u/fPsf]df d /fd s'df/ l;+v8fn] l4tLo :yfg xfFl;n u/]sf]df d tyf 
d]/f] a|f]s; P;=kL= sdf]l86Lh k|f= ln= sf] tkm{af6 x[bob]lv wGojfb lbg rfxG5' . o; k|sf/sf] k|ltof]lutfn] sdf]l86L ahf/df klxn]b]lv g} 
nfu]sf tyf gj cfuGt's ;b:ox?df s], s;/L ug]{ xf] t sdf]l86L Jofkf/ eGg] 1fgsf] Jofks k|rf/–k|;f/ x'g uPsf] 5 . jf:tjdf eGg} kbf{ 
o; k|ltof]lutfsf ljhoLx?nfO{ x]bf{ sdf]l86L Jofkf/af/]df o; ahf/df klxn]b]lv g} nfu]sf k"/fgf ;b:ox? ;/x g} aflx/ ahf/df o; 
ahf/k|lt a'‰g] tyf cg';Gwfg ug]{ JolQmx?sf] 7"n} pkl:ylt /x]5 eGg] s'/f k|dfl0ft ePsf] 5 . obL sdf]l86L ahf/df k"0f{ ?kdf ;/sf/L 
lgodg x'g ;s]df ljleGg JolQmut tyf skf]{/]6 nufgL ug]{x?sf] 7"n} pkl:ylt x'g ;Sg] cg'dfg ug{ ;lsG5 . o; k|ltof]lutfdf ;fd]n ePsf 
xfdL k|ltof]lux?n] sdf]l86L Jofkf/af6 cfkm"n] k|fKt 1fgnfO{ ;xL ?kdf k|of]u ub}{ 6«]8 ubf{ nufgLsf] pRrtd -$#&Ü_ dfl;s k|ltkmn k|fKt 
ug{ ;lsG5 eGg] s'/fsf] k|dfl0ft ul/lbPsf 5f}+ . o; k|ltof]lutfn] xfdL k'/:s[t ;fyLx? tyf cGo k|ltof]lux? Dffem k|lt:kwf{Tds 6«]l8ª 
Ifdtfsf] ljsf; u/fPsf] 5 . cfpFbf lbgx?df klg ds{G6fO{n PS;r]Gh g]kfnn] o:t} k|sf/sf k|lt:kwf{Tds gofF sfo{qmdx? ub}{ sdf]l86L 
ahf/nfO{ ;'b[9 agfpFb} cuf8L n}hfg]5 eGg] s'/fdf k"0f{ ljZjf; /fVb5' . cGtdf ljhoL ;fyLx? nufot sdf]l86L ahf/sf 6«]8/ ;b:ox? tyf 
ds{G6fO{n PS;r]Gh g]kfn kl/jf/nfO{ pHjn eljiosf] z'e–sfdgf JoQm ub{5' .

– /fd s'df/ l;+v8f

Third PlaceThThirirdd PlPlacacee
I was first informed regarding the challenge by one of my friend (Reshma, treasury dealer of another bank). At 
first, we registered just to test our luck. I s�ll remember what we said before registering our Name in the 
compe��on, “let’s try, if we win that’s great and if not, there’s nothing to lose”. And then the compe��on took 
off but I could not give enough �me to trading on MEX in the beginning. However, a�er the Britain Referendum, 
commodity prices started shoo�ng up. As per my technical analysis as well, gold and silver were a clear buy. 
Hence, I bought gold and silver in the pla�orm, another day suddenly I saw my name in the 10th number. 
A�er that, I started to gain confidence “maybe I can be in top 3”. Then I started to trade frequently, and the result 
is in front of everyone. There were a lot of ups and downs during the 1 month trading period; however, it was a 
great experience. It was never a demo trading for me; it was like a real trading with real money accompanied with 
some sleepless nights as well. Thanks to MEX for providing such a great opportunity to traders like us.

- Pragya Adhikari

Most Consistent TraderMoMostst CCononsisiststenentt TrTradaderer
I would like to thank MEX Nepal for this wonderful opportunity to be able to trade in the commodity market. 

Having been a professional trader in stocks, it was a great experience to learn about commodi�es. The 

interface provided by MEX was of high standards, given the way we actually trade stocks in Nepal. That was 

the most sa�sfying part. Other than that it was a great privilege to be awarded as a consistent trader. I believe 

that my strategies were right throughout the compe��on. I would like to thank MEX Nepal for awarding me 

with the award though there was no such specifica�on for the award when the compe��on started. It has 

given me a belief that hard work pays off.

- Abhiyan Upadhyay

provided with Rs. 5,00,000/- opening balance which they had to use 
to trade in demo account. Participants had to increase their equity 
using their trading skills and strategies. This was a stage to showcase 
the skills of trading by the contestants thereby setting an example of 
disciplined and smart trading. MEX Nepal would like to congratulate 
all the winners and also thank all the participants who enrolled in the 
challenge.
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Precious Metals
The precious metals witnessed a bullish trend during the review 
month of July. Global uncertainty and the expectations of very low 
interest rates continued to underpin gold prices on with an advance. 
Fears over contagion from the UK referendum vote dominated market 
sentiment with a fresh surge in demand for defensive assets pushing 
gold to the highest level for over two years. Following Federal Reserve 
statement, the dollar weakened and bond yields fell, leading to the 
strengthening of gold. In its latest statement, the Federal Reserve 
Open Market Committee (FOMC) stated that near-term risks to 
the economic outlook have diminished with strength in household 
spending and moderate growth. The overall tone suggested a greater 
probability of a rate increase as long as the inflation profile did not 
deteriorate once again. Silver spiked reaching their highest level in 
nearly two years as precious metals extended their post-Brexit rally. 
Silver prices surged building off their strongest weekly performance 
in nearly three years as Chinese buyers scooped up large volumes 
of physical metal. Platinum and palladium had also enjoyed a similar 
rally in the wake of Brexit, as traders piled into precious metals amid 
growing uncertainty in the global economy. Palladium is expected to 
end this year in a wider deficit than last year, supported by improving 
industrial demand in coming quarters and contracting mine supply. 
The major fundamentals behind the hike were the better car sales in 
China as both commodities are used in devices that regulate toxic car 
emissions along with the impending labor concerns in South Africa 
and the loose monetary policies from central banks around the world.

Open Close % Change

Gold 42490 43502.5 2.38

Silver 602 655.1 8.82

Pla  num 33082.5 37072.5 12.06

Palladium 19230 22854 18.85

Base Metals
Copper prices closed higher getting a boost from a retreating US dollar 
and a climb in oil prices. Copper prices rose to their highest level 
in more than two months boosted by a soft dollar, strong economic 
data, and America’s announcement that it will challenge China over its 
copper exports. Copper also gained getting a boost from a weaker US 
currency but some disappointing data out of China capped the gains.

Open Close % Change

Copper 485.3 491 1.17

MEX Almanac

July 2016
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Energy
The price of Energy commodities for the month of July 2016 saw 
strong bearish trend as price for all four energy commodities declined 
over the month. The price for Brent Crude and Crude oil declined 
by 14.19 percent and 15.83 percent respectively as in the month of 
summer oil stock continued to pile in US stock center. The reports 
released from the US Energy Information Administration (EIA) showed 
that the stock of oil was declining at much slower pace than the market 
expectation which caused this decline in oil price. Moreover, supply of 
oil was at consistently higher side along with slower economic growth 
in major consuming countries like US and China during the month 
which also resulted in the decline of oil price. At the same time, the 
price of Natural Gas resulted in decline of 1.89 percent for the review 
month due to the weather scenario in the US which was expected 
to remain normal. The weather forecast showed normal temperature 
for few weeks in most part of the US which resulted decline in the 
price of Natural Gas. Likewise, huge number of buy open position was 
settled by the trader after price experiencing surge in recent month.

Open Close % Change

Brent Crude 5046 4330 -14.19

Crude Oil 4914 4136 -15.83

Hea  ng Oil 39.83 34.38 -13.68

Natural Gas 291.1 285.6 -1.89

Agro 
In Ivory Coast and Ghana, the top two cocoa producers, supplies 
were expected to increase to 1.80 million tonnes and 877,500 tonnes 
respectively. Due to demand concerns, the price fell for this month. 

Looming production deficit in US had led to impact prices of coffee. 
A deal between the Colombian government and truckers' unions to 
end a 45-day strike had hit coffee exports and the Brazilian coffee 
production was expected to be higher than the trader’s estimation. 
Weather worries had kept corn under pressure. Due to hot and 
dry weather in US Midwest, the price of corn went bearish for this 
month. Cotton stocks in India, the world's biggest producer, are likely 
to fall by a third to 4.3 million bales which have put bearish mark 
on prices. Soybean futures price went fresh lows for the month of 
July on weather forecast and waning concern about summer growing 
conditions.  In Brazil, the sugar production in second half of June was 
at 2.79m tonnes compared to 1.20m tonnes in the first half of June, 
an increase by 10% year on year. Wheat prices had a small bounce 
since the early July lows. The supply/demand report was about as 
estimated, with a slightly bearish slant for wheat.

Open Close % Change

Cocoa 297.6 281.9 -5.28

Coff ee 321 320.1 -0.28

Corn 14.46 13.11 -9.34

Co  on 142.42 162.94 14.41

Soybean Oil 69.48 67.04 -3.51

Soybean 43.11 37.43 -13.18

Sugar 45.18 41.78 -7.53

Wheat 16.36 14.92 -8.80

The figures above are the percentage change in the prices of corresponding commodity over the 

corresponding month. % change is calculated as ((Close-Open)/Open*100)
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Precious Metals
Gold tumbled hit by the US jobs data, which added support to another 
rate hike by the US Federal Reserve, as soon as September. According to 
the US Labor Department, the US economy generated 255,000 new jobs 
in July, clear evidence that the jobs market remained healthy despite an 
overall slowdown in the US economy and overseas economic vola  lity. 
This added support for the Fed to move and increase its benchmark 
interest rate for a second  me this year. Silver prices declined a  er Bank 
of England cut interest rates for the fi rst  me since 2009 and introduced 
new measures to s  mulate the economy in the wake of the Brexit vote. 
Silver prices declined sharply as the US dollar stabilized and investors 
con  nued to speculate about the possibility of a Federal Reserve 
rate hike in 2016. Silver traded south, unse  led by losses in gold and 
a deteriora  ng technical outlook, with uncertainty surrounding US 
interest rates also undermining sen  ment. Pla  num and palladium also 
ended slightly lower par  cipa  ng in an overall pullback of the precious 
metals complex that followed an increase in the US dollar’s value on 
the back of the posi  ve economic data. The pullback since the metal 
soared to a 15-month high occurred on the sen  ment that pla  num 
miners are ramping out output, and this caused speculators, who have 
been bidding the commodity higher most of the year, to decrease their 
exposure. Palladium prices dipped to the lowest level for four months on 
the back of the strengthening US Dollar.

MEX Almanac

August 2016
Open Close % Change

Gold 43480.00 42040.00 -3.31

Silver 655.70 598.50 -8.72

Pla  num 37005.00 33837.50 -8.56

Palladium 22883.00 21548.00 -5.83

Base Metals
Copper extended their losses even after falling to a two-week low 
as investors digested a rising US Dollar and the latest actions from 
central banks. The US Dollar gained some strength, recovering after 
data showed that the US private sector added more jobs than expected 
in July. Disappointing economic news out of China also helped fueled 
the weakness. Data showed that investment growing at its slowest 
pace since the turn of the century, and both industrial output and 
retail sales fell short of expectations for the month of July. Copper 
prices fell to its lowest levels in two months as a result of a surge in 
inventory and disappointing data from China.

Open Close % Change

Copper 491.10 455.80 -7.19
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Energy
The price for energy commodity saw its trend reverse for the month 
of August after bearish trend experienced in the earlier month. The 
price for all four energy commodities moved towards north for the 
month as price for Brent Crude, Crude oil and Natural Gas increased 
by 8.74 percent, 8.09 percent and 8.39 percent respectively. At the 
same time, price for natural gas saw only a marginal increase of 1.66 
percent during the month. This rise in the price of black gold was 
due to the speculation in the market about the possible action to be 
taken by the major producer in order to control the declining price 
in the international market. The comment from the Saudi Arabian 
Energy minister about the possibility of meeting between OPEC 
and Non OPEC producer in the sideline of the International Energy 
Forum pushed the market higher in hope of possible agreement over 
production cut. The rise in the price of Natural Gas in the month was 
due to the weather forecast from the United States where there is 
a forecast of above normal temperature in the eastern coast of the 
country which will ultimately fuel the demand for the gas powered 
power plant. This caused the price to go north marginally for the 
month.

Open Close % Change

Brent Crude 4323.00 4701.00 8.74

Crude Oil 4128.00 4462.00 8.09

Hea  ng Oil 34.33 37.21 8.39

Natural Gas 283.00 287.70 1.66

Agro 
Fungi outbreaks and adverse weather conditions in top growing region 

had made the price of Cocoa to rise. The price of cocoa could be in line 
for further volatility as the Ivory Coast is to vote in an election later 
this year. Fluctuating exchange rates between the Brazilian real and 
the US dollar witnessed resulted in the increase of the price of coffee. 
The Brazilian harvest has been positive for the coffee market. After 
the US government revealed a heft upgrade to yield expectations for 
the upcoming US harvest, the price of corn went bearish. The U.S. 
Department of Agriculture (USDA) helped fuel expectations for big 
harvests with a report that raised the corn crop's good-to-excellent 
rating. The increase in the production had impact on the price of 
soybean to keep under pressure. The lower global sugar output is the 
main factor behind the increase in the price. A higher sugar price trend 
is likely to persist over the next few quarters and will have substantial 
impact on the market.  The price of wheat had crashed to the lowest 
level as huge harvests pile up in big growers from Russia to the US, cut 
the cost of staple foods around the world.

Open Close % Change

Cocoa 282.70 290.30 2.69

Coff ee 319.60 323.30 1.16

Corn 13.05 11.91 -8.74

Co  on 163.50 144.54 -11.60

Soybean Oil 66.96 71.24 6.39

Soybean 37.09 35.10 -5.37

Sugar 42.12 44.16 4.84

Wheat 14.95 13.35 -10.70

The figures above are the percentage change in the prices of corresponding commodity over the 

corresponding month. % change is calculated as ((Close-Open)/Open*100)
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Precious Metals
September witnessed bullish pa  erns across the precious metals except 
for pla  num. The yellow metal advanced a  er the US economy failed to 
sustain its 200,000-plus pace of job crea  on, which raised op  mism that 
the Federal Reserve would abstain from raising interest rates later this 
month. Gold prices surged reaching their highest level in three weeks 
as dismal US economic data reassured investors that interest rates will 
remain lower for longer.Gold rose to a two-week high a  er the U.S. 
Federal Reserve’s decision to keep interest rates on hold sent the dollar 
to its lowest level since the start of last week. Bullion rallied a  er the Fed 
stayed pat on rates but indicated it could s  ll  ghten monetary policy in 
the world’s biggest economy by the end of the year. A  er being on the 
defensive into the US open as the dollar maintained a strong tone, the 
much weaker than expected US ISM data triggered a signifi cant reversal 
with silver advancing.The price of silver pulled back but was on track 
for a large weekly gain as the Federal Reserve provided a strong trading 
catalyst for precious metals. US light vehicle sales fell 4.2 percent year-
on-year in August, which manufacturers a  ributed to weaker consumer 
sen  ment. Sales totaled 16.98 million vehicles on a seasonally adjusted 
annualized rate, down from a strong 17.88 million vehicles in July. 
Pla  num prices declined as supply from the world’s largest producer, 
South Africa, was set to increase this year. The metals lowered due to 
the weakening of the South African currency which prompted traders to 
reduce their holdings of pla  num and palladium. 

 Open Close % Change

Gold 42050 42310 0.62

Silver 601.1 618 2.81

Pla  num 33847.5 33060 -2.33

Palladium 21629 23187 7.20

Base Metals
Copper edged higher as end users return from the northern 
hemisphere summer lull, while price have also been cushioned by 
a softer dollar. Copper hit a three-week peak before retreating but 
managed to record its largest weekly rise in two months after Chinese 
economic data suggested stronger growth in the next few months. 
Encouraging signals from China’s housing market and indications of 
a revival in its factory sector over the summer had encouraged views 
that demand is quietly inclining for the third quarter. Copper rose 
towards its loftiest level in a month as the dollar dropped after the 
United States stood pat on interest rates but signaled it could still 
tighten policy once this year.

Open Close % Change

Copper 458 487.5 6.44

MEX Almanac

September 2016
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Energy
The price of energy commodities saw bullish trend as all four energy 
commodities being traded in MEX terminal saw bullish trend in the 
month of September, 2016. The price of Brent Crude and Crude oil 
saw bullish trend for the month as price roses by 4.48 percent and 
7.75 percent respectively. This bullish trend in the price of oil was 
driven by understanding between Saudi Arabia and Russia to stabilize 
the oil market in the upcoming period. The market have been in the 
lower side for much of the year and in coming days OPEC  and non 
OPEC producer are expected agree on production cut for maintaining 
price at higher side. Moreover, oil market is also expecting the oil price 
to bounce back after the OPEC meeting which was also reflected in 
the price of oil for the month. Similarly, the price of Natural Gas rose 
marginally by 0.87 percent for the month of September due to the 
hurricane forecast from the US Environmental Protection Agency. The 
inventory of Natural Gas also decreases for the month. This resulted 
in the somewhat bearish tone in the natural gas market for the month.

Open Close % Change

Brent Crude 4688 4898 4.48

Crude Oil 4463 4809 7.75

Hea  ng Oil 37.62 40.28 7.07

Natural Gas 287.6 290.1 0.87

Agro 
Cocoa futures slipped as a long-positioned market unwound those 
bets over near-term fears that additional supply will hit the market 
during a time when cocoa is usually scarce. Coffee commodity prices 
have risen on fears that the world’s largest coffee producing nation, 
Brazil, will facing a production crisis. U.S. corn production in the month 
of September was 15,027 million bushels versus the USDA’s August 
estimate of 15,153 million bushels. The decline in the production was 
the main reason for the increase in the price of corn. The reduction in 
world stocks overall reflected in the main a weaker cotton production 
outlook, with the ICAC, for instance, issuing a relatively downbeat 
estimate for US production, of 3.3m tonnes. Soybean futures closed 
higher on reports of strong export sales. Exporters reported sales 
of 133,000 metric tons of soybeans to China and 211,171 tons to 
unknown buyers for delivery in the marketing year that started this 
month. As global supplies tightened, the sugar futures price rose by 
12.27 percent this month. After a forecast of a widening supply deficit 
and drought in brazil led the price of sugar bullish for this month.

Open Close % Change

Cocoa 292.6 277.9 -5.02

Coff ee 323.9 333.3 2.90

Corn 12.4 13.2 6.45

Co  on 143.74 150 4.36

Soybean Oil 71.76 73.44 2.34

Soybean 34.59 35.1 1.47

Sugar 44.16 49.58 12.27

Wheat 14.3 14.71 2.87

The figures above are the percentage change in the prices of corresponding commodity over the 

corresponding month. % change is calculated as ((Close-Open)/Open*100)
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Dashain Wishes
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MEX Wishes Brokers on the Fes  ve Occasion of Dashain & Tihar
On the auspicious occasion of Dashain & Tihar, MEX representa  ves had visited the 3-Star and 2-Star brokers 
affi  liated with the exchange. The visits had been ini  ated with a view to thank the brokers for being an integral 
part of MEX and also share some lighter moments as the fes  val was right around the corner. Here are few 
glimpses from the visits!
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Precious Metals
October witnessed a bearish path as all commodi  es across the precious 
metals bracket declined by the month’s end. Gold was bearish as 
investors paused to assess the outlook for monetary policy a  er the 
Federal Reserve held U.S. interest rates steady.The price of gold plunged 
reaching its lowest level since the BREXIT crisis as a bullish dollar made 
greenback-denominated precious metals more expensive for foreign 
buyers. A slightly fi rmer dollar, allied with a steadier tone surrounding 
risk appe  te, curbed precious metal demand with silver prices sliding. 
Silver prices declined and were on pace for six-week lows, as the US 
dollar reached fresh 31-year highs against the Bri  sh pound amid 
renewed BREXIT fears.Pla  num and palladium also fell as a result of 
the strengthening greenback on the back of posi  ve reports this week. 
Expecta  ons that demand for pla  num and palladium for autocatalysts 
will decrease while a stronger US dollar and expecta  ons for a rate hike 
by year-end contributed to the downside. Extending selloff  sparked by 
weak trade data from China drove palladium to fall to a three-month 
low.

Open Close % Change

Gold 42355 41010 -3.18

Silver 618 573.3 -7.23

Pla  num 33242.5 31430 -5.45

Palladium 23190 19792 -14.65

MEX Almanac

October 2016

Base Metals
Copper slipped in very low volumes as a stronger dollar weighed on 
commodities and a week-long holiday in China drained the market 
of direction.Copper prices extended their sell-off as the dollar rose 
to a multi-month high. Although China’s third quarter GDP came in 
on target at 6.7% and retail sales grew 10.7%, industrial production 
slowed to 6.1% year-over-year from 6.3%. The disappointing industrial 
production figure put continued pressure on base metals.

Open Close % Change

Copper 487.6 485.4 -0.45

Energy
The price for Energy commodities in the month of October, 2016 
saw an overall bearish trend as three out of four commodities moved 
towards south whereas natural gas price moved towards north. The 
price for Brent Crude and Crude oil declined by 3.96 percent and 
2.20 percent respectively for the month. This decline in the price of 
black gold was due to the inventory report released from the Energy 
Information Administration which showed rapid buildup in the stock 
level of oil with US which is also the biggest consumer of oil in global 
market. Moreover, lack of clear commitment from the OPEC and non 
OPEC producer also played its part for the declining price in oil market. 
The price of Natural Gas rose by 4.41 percent in the same period. 
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This rise in the price of Natural Gas was due to the weather forecast 
from the United States where it was expected to remain colder than 
normal which also increases the demand for the oil. US is world largest 
consumer for gas which means any weather related news impact the 
price of gas. This saw price of Natural Gas rose for the month.

Open Close % Change

Brent Crude 5006 4808 -3.96

Crude Oil 4810 4704 -2.20

Hea  ng Oil 40.52 39.46 -2.62

Natural Gas 290.2 303 4.41

Agro 
In order to transforming the cocoa sector for economic growth in 
Ghana, the Government has increased the produce price of cocoa by 
11.76%.  A stronger Brazilian currency, and support from high Robusta 
prices helped Arabica coffee futures to increase this month. World 
Agricultural Supply and Demand estimates the production of corn 
lowered slightly to 15.1 billion bushels. Globally, world corn ending 
stocks came in at 216.8 million metric tons, which are 2.7 million tons 
lower than last month’s report. Faced with a bumper cotton output 

of 16 million bales, the United States is making special efforts to 
enhance its raw cotton exports to India. India heavy imports led to 
increase the price of cotton in the domestic market. Soybean oil prices 
are up in sympathy, with the big rally in palm oil. On the other note, 
the demand for the soybean increased. A strong U.S dollar may have 
capped sugar prices for this month. Encouraged by signs of demand 
from big importers at a time when US supplies are the “cheapest in the 
world” the price of wheat soared in this month by 4.10%.

Open Close % Change

Cocoa 273 273.8 0.29

Coff ee 329.6 360.8 9.47

Corn 12.94 13.93 7.65

Co  on 149.96 151.88 1.28

Soybean Oil 73.4 77.54 5.64

Soybean 34.86 36.99 6.11

Sugar 51.44 47.5 -7.66

Wheat 14.63 15.23 4.10

The figures above are the percentage change in the prices of corresponding commodity over the 

corresponding month. % change is calculated as ((Close-Open)/Open*100)
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Precious Metals
Apart from palladium, the precious metals bracket witnessed bearish 
trend. Gold prices tumbled to a fi ve-month low hit by a broad selloff  
in commodi  es as well as surging bond yields on specula  on a display 
of U.S. infrastructure spending could stoke infl a  on. Further, gold 
prices plunged to more than nine-month lows a  er much stronger than 
expected US economic data all but guaranteed the Federal Reserve was 
on course to raise interest rates next month. Silver prices con  nued 
lower as the US dollar approached one-year highs against a basket of 
other major currencies. Silver prices declined reaching their lowest level 
in nearly six months a  er the minutes of the latest Federal Reserve 
mee  ng bolstered expecta  ons for a December rate hike. Pla  num 
traded at near three week lows on the back of weakness due to sell off  in 
the precious metals bracket. The dollar rose for the sixth straight session, 
reaching an 11-month high against a basket of major currencies, which 
decreased the demand of pla  num and palladium. Palladium prices rose 
to their highest level in 17 months Tuesday, spurred by expecta  ons of 
economic growth in the U.S. and China.

Open Close % Change

Gold 41017.5 37677.5 -8.14

Silver 573.4 529.2 -7.71

Pla  num 31435 29220 -7.05

Palladium 19785 24785 25.27

Base Metals
Copper surged due to signs of more robust manufacturing data in China 
and USA. In a monthly report published by CFLP, the Manufacturing 
PMI of China increased to 51.2 in October. Copper clocked its biggest 
weekly rise in a month as the dollar soared to a 14-year high and 
traders decided a rally driven by U.S. president-elect Donald Trump’s 
economic policies was overdone, for now. Investors poured into 
industrial commodities in the month on renewed optimism that the 
world’s top two economies can sustain demand growth and higher 
oil prices amid plans by incoming U.S. president Donald Trump to add 
fiscal stimulus.

Open Close % Change

Copper 485.5 577.5 18.95

Energy
The price of energy commodities for the month of November was 
bullish as all of the four commodities rose for the month. The price 
of Brent Crude and Crude oil rose by 2.46 percent and 4.48 percent 
respectively for the month as the possibility of consensus among the 
OPEC producer in their upcoming meeting. OPEC producer along with 

MEX Almanac

November 2016
non OPEC producer have been trying to come to the common point 
of reducing oil production in order to increase the price. Therefore, 
the possibility of agreement among the major oil producer transmit 
positive vibes in the market which resulted in the increase in oil price. 
At the same time, the price of Natural Gas saw massive increase for 
the month as it rose by 10.19 percent. The winter season is starting 
in US and traditionally Natural Gas is mostly consumed in the winter 
season which resulted in the bullish trend in the price. Moreover, the 
forecast of colder weather in the eastern coast of US also fuelled the 
price as eastern coast is also major gas consuming region in the US.
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Open Close % Change

Brent Crude 4883 5003 2.46

Crude Oil 4707 4918 4.48

Hea  ng Oil 39.92 41.22 3.26

Natural Gas 303.1 334 10.19

Agro 
Most of the agro commodities during this month witnessed bearish 
mark. Due to the increase in the production and decreased in the 
demand, the price of cocoa underwent bearish for the month. The 
price of Arabica coffee also faced the bearish moment because of 
the weaker Brazilian real. Argentina had planned to increase the area 
of land for corn production where the production will be expected 
to rise by 335 million bushel. The increase in production made the 
weaker price for corn.  The cotton price in the Indian market rose due 
to the sharp decline in arrivals to the cash shortage triggered by the 
demonetization of currency of Rs. 500 and Rs.1, 000 denominations. 
USDA report indicated that the soybean export evaluation was 2.6 
million ton which was higher than the expected. Therefore, the price 

of soybean was observed the bullish.   Weak conditions prevailed 
at the wholesale sugar market in India on muted demand from bulk 
consumers against sufficient stocks position. The intervention of 
winter weather had decreased the price of wheat.  United States 
ample wheat stock and increase in the supply had pressured the price 
of wheat.

Open Close % Change

Cocoa 272.4 238.4 -12.48

Coff ee 359.7 332.6 -7.53

Corn 13.94 13.34 -4.30

Co  on 151.92 157.7 3.80

Soybean Oil 77.56 80.84 4.23

Soybean 37.14 38.01 2.34

Sugar 47.4 43.6 -8.02

Wheat 15.27 14.19 -7.07

The figures above are the percentage change in the prices of corresponding commodity over the 

corresponding month. % change is calculated as ((Close-Open)/Open*100)



111 | MEX NEPAL YEAR BOOK 2016

MEX Almanac

December 2016
concerns surrounding a strong dollar and higher bond yields 
leading to continued selling pressure. Silver prices declined as the 
euro plunged to 20-month lows against the dollar after an Italian 
referendum failed to give Prime Minister Matteo Renzi the mandate 
to reform the constitution. Silver prices slid as demand for precious 
metals remained soft in the wake of the US Federal Reserve’s first 
interest rate hike of the year. Platinum and palladium also fell due to 
the strengthening dollar which pressurized the commodities which 
are normally priced in the greenback.

Precious Metals
All four metals across the precious metals bracket witnessed a 
bearish trend. Gold prices edged lower weighed down by a stronger 
dollar and growing expectations for higher US interest rates. Dovish 
rhetoric during ECB President Draghi’s press conference triggered 
heavy Euro loses with robust dollar gains and higher global bond 
yields put gold prices under renewed selling pressure. Gold prices 
rebounded but were on track for a large weekly drop following the 
Federal Reserve’s decision to raise interest rates. Overall sentiment 
surrounding gold remained negative with further underlying 
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Open Close % Change

Gold 37767.5 37037.5 -1.93

Silver 530.7 513 -3.34

Pla  num 29217.5 29085 -0.45

Palladium 24754 21843 -11.76

Base Metals
Copper prices declined over the review period as China posted a weaker 
Caixin Manufacturing PMI of 50.9. Decrease in Chinese Demand of 
copper result to fall in the price of the copper. The price of copper slid 
as much as 3 percent to a four-week low as inventories showed their 
biggest rise in 15 years. Higher expecta  ons for economic strength in 
China and the U.S. “have copper prices rising off  the lows and it peaked 
earlier this month”.

Open Close % Change

Copper 579.5 552.6 -4.64

Energy
The price of energy contracts saw strong bullish trend for the month of 
December as all four energy commodi  es being traded in MEX terminal 
moves towards north. The price of Brent Crude and Crude oil increased 
by 9.75 percent and 9.43 percent respec  vely. The bullish trend in the 
price of black gold was largely contributed from the OPEC decision 
made in Vienna, Austria regarding the reduc  on in oil produc  on by its 
member na  ons. OPEC made a decision to reduce the output to 32.5 
million barrel per day from 33.8 million barrel per day. This decision 
was largely applauded by the market which resulted in the posi  ve 
sen  ment in the market and fuelling the price of oil. Similarly, the price 
of natural gas was driven by the demand from the US market where 
the temperature forecast and inventory report played crucial role for 
rising price of gas. The weather forecast in US was colder than normal 
which resulted in specula  on of strong demand of gas in the winter 
season. Likewise, the inventory report released from the US Energy 
Informa  on Administra  on also showed lowest level in this month of 
the year which resulted in price rise.

Open Close % Change

Brent Crude 5167 5671 9.75

Crude Oil 4921 5385 9.43

Hea  ng Oil 41.66 45.58 9.41

Natural Gas 334 373.9 11.95

Agro 
Ivory Coast favorable weather and excess supply had made the price of 
cocoa to fall for this month. Arabica coff ee witnessed the bearish trend 
for this month due to the fl uctua  ons in the currency. In addi  on, 
following the US presiden  al elec  on while at the same  me increase 
in US dollar had an impact on coff ee prices. The projected corn use for 
ethanol was maintained at 5.3 billion bushels for 2016-’17, up from 
an es  mated 5.206 billion bushels in 2015-’16 and 5.2 billion bushels 
in 2014-’15. The fi rmness in co  on prices is driven by a hangover 
of co  on shortage in India earlier in the year, slower co  on arrivals 
amid the demone  za  on drive and uncertainty related to the extent 
of improvement in domes  c crop-size against a backdrop of superior 
yields but lower sown area. Slower demand in China, feeble export 
sales report and weakness in US dollar had made the price of Soybean 
fall for this month.  The rise in the Brazilian produc  on has pressured 
the price of sugar in the domes  c market. India has removed the 
import tax for wheat which had an impact on its prices.

Open Close % Change

Cocoa 238.4 213.7 -10.36

Coff ee 332.6 302.4 -9.08

Corn 13.76 13.83 0.51

Co  on 157.76 155.7 -1.31

Soybean Oil 81.72 76.32 -6.61

Soybean 38 36.84 -3.05

Sugar 43.7 43.22 -1.10

Wheat 15.01 15 -0.07

The figures above are the percentage change in the prices of corresponding commodity over the 

corresponding month. % change is calculated as ((Close-Open)/Open*100)
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MEX Financial Quiz Quest-2016
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Mercan  le Exchange Nepal Limited organized MEX Financial Quiz Quest-2016 in the premises of Kathmandu College of Management on 3rd December 
2016. The success of the inaugural edi  on which was held on 19th September 2015 resonated with the organiza  on of the second edi  on. The event 
was targeted to enhance the knowledge of the students in the subject of their study focusing on business and fi nance. It was also aimed at improving 
the profi ciency of the fi nancial scenarios of the global markets. 
The compe   on had par  cipa  ons from 17 leading business colleges of Kathmandu Valley. Among the par  cipants, School of Management, TU was 
successful in grabbing the winner’s trophy along with the cash prize worth Rs. 50,000 & other gi   hampers. Anusha Neupane, Janak Singh Dhami & 
Diwash Upadhya were the par  cipants of the winning team. Similarly, Apex College won the 1st Runner up Trophy with a cash prize worth Rs.25,000 
and gi   hampers. Basanta Sapkota, Mahesh Aryal and Sweeta Timilsina were the par  cipants from Apex College.

Par  cipa  ng Colleges for MEX Financial Quiz Quest-2016

S. No. Name of College
1. Ace Ins  tute of Management
2. Apex College
3. Islington College
4. Kan  pur Valley College
5. Kathmandu Model College
6. Kathmandu College of Management
7. King's College
8. KIST College of Management
9. Liberty College
10. NASA Interna  onal Educa  on Network
11. Nepal Commerce Campus
12. School of Management (TU)
13. Shanker Dev Campus
14. South Asian Ins  tute of Management
15. Thames Interna  onal College
16. Uniglobe College
17. Whitehouse Graduate School of Management



In a fast-evolving financial era where every second matters, 
Mercantile Exchange Nepal Limited is proud and privileged to 
introduce SPACE i.e. Strategic Participation in Commodities 
Education. SPACE is an educational program being offered by 
MEX Nepal to bridge the gap between the theoretical knowledge 
and practical application of the derivative subject. Through this 
initiative, MEX Nepal is endeavoring to armor the participants 
from various colleges and universities a firsthand knowledge of the 
subject from the leading practitioners of the industry. Since Nepal 
is adapting various financial investments alternatives in the recent 
years, a campaign for the enhancement of the knowledge is deemed 
to be the need of the hour.

The list of SPACE programs conducted in various colleges and 
institutions in 2016 are listed below: 

15th February: MEX Nepal conducted SPACE at Nepal Commerce 
Campus (NCC). The training included the basic orientations of the 
markets and the career options in it.

22nd February: MEX Nepal conducted SPACE at Nepal Commerce 
Campus (NCC). The training included the basic orientations of the 
markets and the career options in it.

16th March: MEX Nepal organized a training on the basics of 
the commodity market to the members of the Rotaract Club of 
Kathmandu Mid-Town at the Rotary Club of Kathmandu. The 
training included a brief glimpse of the markets including the basic 
orientations, the analysis involved i.e. fundamental and technical, 
and also the software.
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SPACE - Ins  tu  onal Training

23rd March: MEX Nepal conducted SPACE at Presidential Business 
School for the MBA students. The training included the basics of 
the market along with the various integral aspects of the commodity 
market. 

6th April: MEX Nepal conducted SPACE at Islington College for the 
BBA students. The training included the basics of the market along 
with the various integral aspects of the commodity market.

27th April: MEX Nepal conducted SPACE at King’s College for the 
BBA students. The training included the basics of the market along 
with the various integral aspects of the commodity market.

22nd June: MEX Nepal conducted SPACE at Ace Institute of 
Management for the MBA students. The training included the basics 
along with the various integral aspects of the commodity market 
including a briefing on the software.

23rd June: MEX Nepal conducted SPACE at King’s College for the 
BBA students. The training included the basics of the market along 
with the various integral aspects of the commodity market.
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23rd November 2016: MEX Nepal conducted SPACE at Ace Institute 
of Management for the MBA students. The training included the 
basics of the market along with the various integral aspects of the 
commodity market.

Interested par  cipants can register in SPACE by following the link:
h  p://www.mexnepal.com/webpages/space-a-mex-ini  a  ve.asp



MERCANTILE EXCHANGE
CHARITY TRUST
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MEX Charity Trust - 2016



The need of fulfi lling the corporate social responsibility ini  a  ves in business prac  ce seems to be important in response to the drama  c environmental 
changes as well as to the exis  ng social problems in the society. We try to make sure that we equally contribute to the society and the environment 
while fulfi lling our day to day responsibili  es. We are con  nuously involved in serving the society while serving their needs at earliest. In order to do 
so, we fi rst of all look for the one who is in need and then we try to make sure what possible assistance can we provide them so that their need is 
fulfi lled. Health Organiza  on, Government School, Old Age Home, Blood Dona  on Program etc. are some of the ini  a  ves where we have shown 
our maximum contribu  on since our incep  on. Some of the major ini  a  ves taken by MEX to serve the needy sec  on of the society and for the 
social welfare in 2016 are listed below: 
23rd February: MEX Nepal provided charity to Rasuwa Langtang Liring Orphan Society. MEX Nepal provided fi nancial assistance for the clearance 
of rental bills.  
12th May: MEX Nepal provided charity to Home for Rescue of the Affl  icted Children (HORAC). MEX Nepal provided fi nancial assistance for purchasing 
of school textbooks for the children studying in Shree Shubhakamana Academy. 
30th May: MEX Nepal assisted One Youth, a charitable organiza  on. 
11th August: MEX Nepal provided charity to Rasuwa Langtang Liring Orphan Society. MEX Nepal provided fi nancial assistance for the clearance of 
rental bills. 
6th September: MEX Nepal provided charity to Home for Rescue of the Affl  icted Children (HORAC). MEX Nepal provided fi nancial assistance for 
payment of school dues for the children studying in Shree Shubhakamana Academy.  
6th October: MEX Nepal provided charity to Nishaya Sewa Sadan (Centre for Helpless). MEX Nepal purchased and donated daily necessi  es including 
food items to cater to the needs of the recipients.
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Member & Broker Ac  vi  es - 2016
Members and brokers are an integral aspect of any exchange. In 
Mercan  le Exchange Nepal Limited, the preceding sentence holds 
higher relevance as we encourage the organiza  on of such ac  vi  es 
in crea  ng market awareness to increase the market penetra  on in 
Nepal. Due to the geographical loca  on of the na  on, such programs 
are necessary to reach the untapped zones especially the rural areas 
in order to communicate the existence of the commodity markets and 
also to furnish the benefi ts of it. Our members and brokers have been 
conduc  ng programs of various stature in order to meet the objec  ves. 
We congratulate the members who have remained steadfast in their 
endeavors this year and also urge the other members to come up with 
similar programs in the ensuing years. 
Here is a list of the member and the brokers and also the list of their 
ac  vi  es in 2016. 
22nd January: Commodity Market Basics Training was organized by 
Devine Investment and Trade Pvt. Ltd. in associa  on with MEX Nepal at 
IIMS College. 
22nd January: Pioneer Professional Academy in associa  on with MEX 
Nepal organized Live & Demo Classes by Fund Manager/AE/Market 
Expert. In conclusion, a cer  fi cate distribu  on ceremony was also 
organized.

29th January: A training was conducted on Commodity Technical Fund by 
GG Investment Pvt. Ltd. and GBI (Growing by Ideas) in associa  on with 
MEX Nepal. 
19th February: Add Cash Investment Pvt. Ltd. in associa  on with MEX 
Nepal organized a “Talk Program in Market Analysis”. The training included 
a briefi ng on the market dynamics including Basics, Fundamental Analysis, 
Technical Analysis & So  ware. Mr. Gem Prasad Rokka, MD of Add Cash 
Investment Pvt. Ltd. interacted with the par  cipants.
20th February: Devine Investment and Trade Pvt. Ltd. in associa  on with 
MEX Nepal organized a Talk Program in “Share & Commodity Analysis 
Tech Program”. The program included a briefi ng on the market dynamics 
including Fundamental & Technical Analysis.  
23rd February: Devine Investment and Trade Pvt. Ltd. in associa  on with 
MEX Nepal conducted a training on “Commodity Deriva  ves Market & 
Prac  cal Use of Trading So  ware” at St. Xavier’s College, Mai  ghar. The 
training included a briefi ng of the markets along with the pra  cal use of 
the trading so  ware. 
4th March: Pioneer Professional Academy in associa  on with MEX Nepal 
conducted a training on “Commodity Trading”. The training included basic 
orienta  ons, fundamental analysis, technical analysis and a briefi ng on 
the so  ware.
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18th March: Pioneer Investment Management in associa  on with 
MEX Nepal organized a training on Commodity Market in Rajbiraj. 
Approximately 100 par  cipants a  ended the training which furnished 
informa  on on the diff erent aspects of the commodity market. 
13th May: Pioneer Professional Academy in associa  on with MEX Nepal 
organized a training “Basics of Commodity & Trading”. The training 
involved the basics of the commodity market along with other vital 
aspects. 
20th May: Pioneer Professional Academy in associa  on with MEX 
Nepal organized a training “Basics of Commodity Market & So  ware”. 
The training involved the basics of the commodity market along with a 
briefi ng on the MEX so  ware.
27th May: Pioneer Professional Academy in associa  on with MEX Nepal 
organized a training “Fundamental Analysis of Commodity Market”. The 
training involved the fundamental analysis of various commodi  es traded.
3rd June: Pioneer Professional Academy in associa  on with MEX Nepal 
organized a training on Technical Analysis. The training involved the 
various integral aspects of the technical analysis.
10th June: Pioneer Professional Academy in associa  on with MEX 
Nepal organized a training on Trading Discipline along with the use of 
Fundamental & Technical Analysis.
11th June: Devine Investment and Trade Pvt. Ltd. in associa  on with 

MEX Nepal organized a “Commodity Market Interac  on, Awareness & 
Educa  on Program” at Hotel Himalaya. The objec  ve of the program was 
to create awareness about the prevalence of commodity market and also 
to educate and interact with the par  cipants. 
12th August: Pioneer Professional Academy in associa  on with MEX 
Nepal organized a seminar on Commodity Trading.
2nd September: Pioneer Investment Management in associa  on with 
MEX Nepal organized a Seminar on Commodity Market at Janakpur 
Udhyog Banijya Sangh. The seminar was successful in crea  ng awareness 
of the commodity markets.
23rd September: Pioneer Professional Academy in associa  on with 
MEX Nepal organized a Training on Basics of Commodity Market & 
Fundamental Analysis.
24th October 2016: Himalayan Commodity Brokers Pvt. Ltd. is upgraded 
to Himalayan Clearing Corpora  on Pvt. Ltd.
28th November 2016: MEX Nepal was invited to the new branch opening 
ceremony of Devine Investment and Trade Pvt. Ltd. at Tulsipur, Dang. On 
behalf of MEX Nepal, Mr. Narendra Pd. Bha  , DGM & Spokesperson, 
a  ended the program and provided a glimpse of the market.
30th December 2016: Pioneer Professional Academy in associa  on 
with MEX Nepal organized a Training on Commodity Trading & Best 
Investment Pla  orm-2017
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22nd April: Ms. Barsha Maharjan was declared the winner of the 
MEX Selfi e Contest. 

May
6th May: MEX Nepal launched its App for Android Devices.
10th May: MEX Nepal provided in-depth training on “Deriva  ve 

Commodity Market - Mechanics & Opera  ons” to 
three employees of Afghanistan Global Commodity 
Exchange Ltd. (AGCXL) from 19th February 2016 to 
15th May 2016. On the back of Informa  on Sharing 
& Training  e-up with AGCXL, employees from MEX 
Nepal provided training which included the func  onal 
duty of the corresponding departments. 

12th May: CEO of MEX Nepal, Mr. Jitesh Surendran, par  cipated 
as a panelist and SAFE Execu  ve Board Member in 
the SAFE Ideas Workshop 2016 which was hosted by 
BSE India Ltd., for SAFE Vision 2025. 

June 
2nd June: MEX Nepal started contribu  ng regularly towards the 

column “Commodi  es” in the popular Nepali News 
Portal-Aarthik News. Till date, 100 Ar  cles have been 
published.

27th June: MEX Nepal launched the fi rst agro Delivery Contract 
of Egg i.e.“EGGL” and “EGGM” in associa  on with 
New Bhairab Poultry Firm, Nawalparasi.

July
10th July: Mercan  le Exchange Nepal Limited successfully 

organized the MEX TRADING CHALLENGE - 2016. 
MTC-2016 was a 30-trading days challenge where 
any individual could par  cipate and trade in variety of 
MEX products on a s  mulated trading environment 
on a real  me professional trading pla  orm. MTC-
2016 opened from 30th May 2016 and concluded 
on 9th July 2016. Mr. Dipesh Pote Shrestha secured 
the 1st posi  on with Mr. Ram Kumar Sinkhada and 
Ms. Pragya Adhikari securing 2nd and 3rd posi  ons 
respec  vely. Mr. Abhiyan Upadhyay was honored 
for performing as the Most Consistent Trader of the 
challenge.

25th July: On its constant endeavor of collabora  ng with 
interna  onal exchanges for mutual benefi ts, MEX 
Nepal pens MOU on training and informa  on sharing 
with Mercan  le Exchange of Madagascar. MEX Nepal 
has joined hands with the only commodity exchange 
of Madagascar to boost the growth of the economy 
and also to align its domes  c products into the 
standardized mechanism of a commodity exchange. 

January
17th January: MEX celebrated its 7th Anniversary with the Award 

Distribu  on Ceremony to honor its outstanding 
brokers for the year 2015.

February 
2nd February: MEX Nepal pens MOU on training and informa  on 

sharing with Afghanistan Global Commodity 
Exchange Ltd.

4th February: As a responsible and accountable Commodity 
Exchange of Nepal, MEX Nepal, CEO, Mr. Jitesh 
Surendran, handing over the inputs for the upli  ment 
& enhancement of the industry to Dr. Rewat Bahadur 
Karki , Chairman, Securi  es Board of Nepal(SEBON).

24th February: Represen  ng Nepalese Commodity Market Industry, 
Stake holders comprising of Exchange, its member and 
brokers, presen  ng “Principles, Mechanism, Concerns 
& Prac  cal Aspects of Nepalese Commodity Market” 
to the concerned authori  es of Ministry of Law, 
Jus  ce and Parliamentary Aff airs and Securi  es Board 
of Nepal (SEBON). 

24th February: Trading Volume of MEX Nepal surpassed the 2 million 
mark.

29th February: MEX Nepal signs agreement with eSewa as one of its 
designated payment gateway for transfer of funds.

April
2ndApril: MEX Nepal organized a workshop  tled Mechanics 

of Deriva  ves Commodity Market. The major 
objec  ve of the workshop was to furnish knowledge 
on the market mechanism currently prac  ced in the 
exchange to the fi nance lecturers and the journalists. 

5th April: MEX Nepal changed its offi  cial logo. A more 
meaningful tag line was formed to depict the true 
spirit of the exchange. 

6th April: MEX signs an “Interna  onal Informa  on Sharing, 
Training & Co-opera  on Memorandum of 
Understanding & Agreement” with Royal Securi  es 
Exchange of Bhutan (RSEBL).

18th-19th April: CEO of MEX Nepal, Mr. Jitesh Surendran, was invited 
as one of the panelist to the Round table discussion 
on the topic, “Challenges around establishing 
markets: regula  on, market development, repor  ng 
obliga  ons, educa  on campaigns. A  rac  ng global 
par  cipants to emerging markets” in the 19th AFM 
Annual Conference held in Istanbul, Turkey. MEX 
Nepal has also a  ained the membership of AFM 
thereby garnering further exposure & recogni  on on 
an interna  onal level. 
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COO of Mercan  le Exchange of Madagascar, Ms. 
Manou Rasoarimanana and CEO of MEX Nepal, Mr. 
Jitesh Surendran signed the agreement on behalf of 
the respec  ve exchanges. 

August
1st August: MEX Nepal has started MEX Commodi  es 

Professional Training (MCPT), a fi rst-of-its-kind 
Cer  fi ed Commodity Market training in Nepal, 
which includes detailed understanding of the Basic 
Orienta  on, So  ware, Fundamental Analysis, 
Technical Analysis & Risk and Money Management. 
Four batches of training have been conducted  ll 
date. 

16th August: MEX Nepal Pens MOU with Mid Valley Interna  onal 
College. This MOU will also pave way for Mid Valley’s 
student to pursue internship/placement at MEX 
Nepal or its associates on regular basis. Managing 
Director of MVIC, Ms. Reetal Rana and CEO of MEX 
Nepal, Mr. Jitesh Surendran signed the agreement on 
behalf of the respec  ve organiza  on.

23rd August: An interac  ve session was organized between 
Nimbus & MEX Nepal on 23rd August 2016. The 
par  cipants had converged for a discussion with an 
objec  ve to develop and implement the agro-delivery 
system in Nepal. The discussion panel from NIMBUS 
included Dr. Dinesh Gautam (Deputy CEO, NIMBUS), 
Mr. Niraj Parajuli (COO, Nimbus) & Mr. David McKee 
(Consultant, IFC, World Bank). The discussion was 
frui  ul in providing insights into the major obstacles 
hindering the progress of the agro-delivery system in 
Nepal and derive important steps to overcome it. 

27th-28th August: Employees of MEX Nepal a  ended a two-
day workshop, “Contemporary Managerial and 
Leadership Skills” on 27-28 August 2016. It was 
organized by Interna  onal Standard Icon-ISI NEPAL, 
a reputed training ins  tute with more than 12 years 
of experience. The workshop included contemporary 
topics required by the modern day leader to enhance 
the managerial and leadership skills and also 
important ingredients in becoming a great leader. 

29th August: Mid-Valley Interna  onal College organized a Seminar 
on “Work and Study Program for Bachelors of 
Business (Accoun  ng and Finance) Hons”. CEO, Mr. 
Jitesh Surendran along with the General Manager, 
Mrs. Sonu Jain and Senior Manager, Mr. Amit Pyakurel 
represented MEX Nepal on this occasion. 

September
29th September: Mrs. Sonu Jain, General Manager of MEX Nepal, 

par  cipated in a 3-days training  tled, “Internal 
Quality Auditor Training on ISO 9001:2015 and 
ISO 19011 Interna  onal Standards - Guidelines for 
Audi  ng Management System” organized by ISO 
from 29th September 2016-1 October 2016. The 
training focused on the various direc  ves related 
towards the statutes and the clear comprehension of 
the ma  er as MEX Nepal steps into a new chapter 
in maintaining quality standards in its opera  ons–
arguably unparalleled in the industry. 

October
30th October: CEO of MEX Nepal, Mr. Jitesh Surendran, was 

invited and ac  vely par  cipated in The 3rd China 
Interna  onal Logis  cs Development Conference & 
The 4th China (Sichuan) Interna  onal Logis  cs Fair 
from 30th October 2016 to 1st November 2016 in 
Suining city, Sichuan Province, China. The event 
was jointly organized by the Southeast Asia - South 
Asia Financial Forum and China-South Asia Financial 
Regula  on Coopera  on Dialogue a  er the collec  ve 
consulta  on of China Kunming Interna  onal 
Logis  cs & Finance Associa  on (ILFA) and South Asia 
Federa  on of Exchange (SAFE). CEO of MEX Nepal 
gave a keynote speech on the feasibility study of 
Kunming Silk Road Stock Exchange (KRSE). 

November
21st November: A follow up mee  ng of the Exchange along with 

its Stakeholders on Market Regula  on with Joint 
Secretary, Minister of Finance.

December
3rd December: Mercan  le Exchange Nepal Limited organized 

the second edi  on of the MEX Financial Quiz 
Quest (MFQQ 2016) on 3rd December 2016. The 
compe   on had 20 par  cipa  ng teams from the 17 
leading business colleges around Kathmandu valley. 
School Of Management- Tribhuvan University, was 
successful in grabbing the winner’s trophy with APEX 
College and Ace Ins  tute of Management, securing 
the 2nd and 3rd posi  ons respec  vely. 

5th December: Mercan  le Exchange Nepal Limited par  cipated 
in the Global College Interna  onal’s GCI Career 
Fair 2016 at Global Interna  onal College Kamaladi, 
Ganesthan, Kathmandu. The Career Fair was 
focused on informa  on sharing and exploring career 
opportuni  es among corporates and fresh graduates.
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New Derivative Instrument

for Trading

- OPTION -

-  Trading Starts with Rs. 100

-  Trade with Analysis 

-  Minimum Cost of Trading 

-  Zero Spread Risks

-  Proven Trading System

-  Choice of Multiple Time IntervalC

Scan here to download
MEXN Option Trader

Successful trading
starts with Defined Risk:
Return in every trade!!!

Available in Google Play Store:
   MEXN Option Trader



with MEX
Go

www.mexnepal.com/gogreen/index.html

The Best Solution to Arrest Pollution

MEX is committed in providing a healthy & safe work 

environment to all its employees, and will remain mindful of the 

environment in all our operations. In line with these goals, an 

Environment Policy is defined which aims at setting higher 

standards, reducing pollution by minimizing waste generation & 

recycling e-waste.

Plantation of Trees

Recycling e-Waste

Environment Awareness Program

Avoiding Plastic Bags

Use Both Sides of Paper

Promoting the River & Clean Water Sources

Join the Green Side with MEX
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