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“Let’s pick up from where we left off”
It seems like yesterday we launched the MEX Yearbook 2010. The memories of 
launching the fi rst edition are not yet old and we are here with the 8th edition. 
Continuing its legacy of playing an instrumental part in the development of the 
commodity market and imparting knowledge, the Yearbook chronicles into an 
impeccable platform for many stakeholders to share their views and opinions 
regarding the commodity market.
The previous year has witnessed some important events which have affected 
the commodity market. On the international front, the Federal Reserve was 
sporadic in the headlines with increased interest rates throughout the year. 
Nearer home, the country observed both federal and provisional level elections 
in the same year with a rekindled hope for a stable government. Moreover, with 
the formulation and implementation of Commodity Act and Rules-2017, years 
of indomitable patience and dedication has now reaped the desired results. 
New rays of hope and assurance has incorporated the commodity market 
stakeholders as SEBON will supervise the commodity market, which will offer 
greater transparency in the trading process coupled with bringing uniformity in 
general practices among the various commodity exchanges.
Like in the previous issues, the Commodity Insights of various commodities 
available on the MEX terminal have been included to deliver basic information 
and the volumes of the corresponding commodities. 
The experts’ opinion is a highlighted section where specialists from numerous 
disciplines pen their thoughts on a topic considered necessary to acquaint to the 
readers. The Yearbook has been a platform where experts’ views are conveyed 
to the readers, increasing readers’ knowledge horizon regarding commodity 
market and its practices. The editorial team would like to appreciate the experts 
for their time and efforts they have put in their respective articles.
Additionally, the highly admired section of Yearbook - MEX Almanac archives 
the major world affairs that have shaken and driven the commodity’s value. 
The MEX Almanac has provided a platform for the readers to understand and 
evaluate the trend a particular commodity has followed because of certain 
events which will equip them for such events in the future.
Furthermore, the editorial team has included various research papers in 
this edition to elucidate their thoughts on several issues. The fi rst article is 
on Structured Finance in Context of Nepalese Agriculture Sector, which 
highlights the various prospects and challenges of standardizing agriculture 
products. Gold and US Rates: An Important Yet Complicated Relationship! is 
another interesting piece of work about how the historically strong relationship 
between gold and US rates sometimes may not hold true. Lastly, Palladium: 

Metal on Fire is about the surprising trend the metal observed, undermining the 
other commodities in the asset class. 
The Yearbook has been a combined effort of various individuals. The editorial 
team would like to express our unfeigned gratitude to our in-house designer, 
Mr. Surya Shrestha for the endless hours of efforts, and his exemplary vision 
of turning the yearbook a reality. Likewise, we would also like to show our 
profound gratitude to our CEO, Mr. Jitesh Surendran for his constructive 
ideas, incomparable guidance and support, and timely advices without which 
MEX Yearbook would not be possible. Moreover, we would like to thank our 
guest editor, Mr. Gem Kumar Rokka for sharing his thoughts, experiences and 
valuable advices for the improvement of the Yearbook. We would also like to 
appreciate our ardent readers for their suggestions and feedbacks relating to 
the Yearbook. Finally, the support, guidance and suggestions of the various 
departments has been commendable to shape the Yearbook into a better product 
every year.
2017 has been a year where the commodity market has seen a great lift at the 
national level with the implementation of the regulation. There is still a long 
way to go, but the fi rst step has been taken towards that unheralded journey. We 
have embarked on a long and winding road with opportunities fl anking on both 
the sides. Let us grab those o pportunities. 
Till the next issue, enjoy the journey! 

Editorial Desk
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Dear Readers,
It was a proud moment when MEX Nepal invited me to be the guest editor 
for the very essential, informative and precise book of comprehension which 
encompasses almost all corners of the commodity business in Nepal. I would 
also like to congratulate the editorial team who have annually published the 
yearbook for the Nepalese commodity market thereby driving the market 
education and development forward. Additionally, I want to assure that there 
are high levels of precautions which have been taken for each page of the book 
in terms of information and authenticity. 
Happy Reading!

Gem Prasad Roka
Managing Director
Add Cash Investment Pvt. Ltd.

                Guest Editor

From Left to Right: Ms. Prerana Bhattarai, Mr. Vivek Risal, Mr. Amit Pyakurel & Mr. Nirish Tandukar
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This recognition is a testimony to your

unparalleled level of dedication & perseverance!

Wishing You Great Success On Your New Role !

Join us in congratulating

Mr. Jitesh Surendran, CEO of MEX Nepal
For being elected as the 

Vice Chairman
of

South Asian Federation of Exchanges
(SAFE) 

For the term 2017-19

Congratulations ! ! !



Dear Patrons,

With another exhilarating year past us, I am privileged to bring you the 8th edition of our flagship product, “MEX Year Book 2017”. MEX 
Year Book chronicles the events which have invariably influenced the commodity market coupled with various events that MEX Nepal 
and its stakeholders undertook. This edition akin to the previous editions also incorporates various articles written by experts and the 
employees of MEX Nepal on subjects deemed fit for the readers of the commodity market. 
2017 will be earmarked in the pages of history for several reasons. Our endeavor to further promote and implement in-house training 
programs in the form of MCPT and Free Training witnessed a surge in the participation levels. SPACE programs were also conducted in 
a regular manner to impart knowledge to the management students inside and outside the Kathmandu Valley. We also conducted 
customized training in colleges and other prospects in association with our brokers. On a personal front, I was invited to the Induction 
Session of the White House Graduate School of Management and also gave a presentation on the topic, “Derivative Markets-Scope & 
Limitations”. I also participated as a speaker at the globally renowned workshop-Global Entrepreneurship Bootcamp-2017.  
On the international front, we renewed the membership and also shared my views in two-panel discussions at the 20th AFM Anniversary 
Conference. We also successfully attained the ISO 9001:2015 certification from URS Nepal highlighting our endeavor to integrate our 
practices with the internationally verified standards. 
Accolades are always humbling and 2017 was no different. Having served as a Board Member in the preceding term, I was elected as the 
Vice-Chairman of SAFE for the ensuing term of 2017-19. In a surprising turn of events, yours truly was awarded the Brand Leadership 
Award at the Nepal Brand Leadership Awards 2017 organized by CMO Asia. ‘A leader is as good as his team’ and I would like to 
acknowledge the contribution of all the employees of MEX Nepal and other stakeholders for playing an instrumental role in the attainment 
of various accolades. 
The year witnessed several twists and turns culminating in the industry finally receiving the status of regulation in the form of the 
Commodity Market Act along with the formalization of SEBON as the apex institution overseeing the market activities. The prospect of 
a regulated market along with the due adherence to rules and laws as specified in the Act will augur well for the industry.
Preparing a report of this magnitude and enveloping intricacies related to the commodity market requires constant focus and endeavor. In 
this regards, I would like to thank the editorial team for their persistence in shaping the yearbook into the final product. The editorial team 
has contributed their best efforts and the product that you see in your hands deserves appreciation.  
After a decade of existence, MEX Nepal has finally entered greener pastures with the implementation of the regulation. We have stepped 
into yet another chapter in our illustrious history and all the forces are driving us –forward and higher! 
Wishing all readers an eventful & successful 2018!

Message from CEO

Jitesh Surendran 
Chief Executive Officer
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Message from Broker

5th March 2012: I still remember this day. It was my best friend’s birthday party. In the midst of the party, I saw one of my college friends watching numerous 
graphs and charts. I went near him and enquired. To my amazement, there was no response. Moreover, he asked me to be silent and leave him alone. I was 
astonished by his behavior. After a couple of hours, I saw him enjoying with a smile on his face. In hindsight, it was a drast ic change in his behavior. I could not 
resist from asking him the reason behind that. After a brief conversation, I realized that he generated a profit of Rs. 15,000/- in a couple of hours through the 
commodity market.
This incident drove my interest in the commodity market. Moreover, I decided to change my field from mechanical engineering to the commodity arena. Today, I 
am associated with one of the successful award-winning broker houses, Devine Investment and Trade Pvt. Ltd. Furthermore, I have also completed half a decade 
with the ruler of the commodity exchange in Nepal, MEX Nepal, which has also completed a decade in this market.
The journey from the engineering field to the financial world was not easy at all. After reviewing all the commodity exchanges, I finally was associated with MEX 
Nepal. However, my journey of the commodity market started from ECX, where I first learned the ropes about the commodity market.
Cash is an important element in the current world. The actual circumstance is that in this market, everybody wants to be a ruler but the fact is, if you want to be a 
ruler, you have to learn first. Another face of the society of commerce is that, since nobody wants to lose money after trading, the cash grows only if you trade in 
a safe arena. So, here, we have the arena of Nepali commodity derivative market which has turned out to be one of the best platforms to trade and earn. Commodity 
market takes great chance to level up the facility and provide amazing services. Today, we have also highly functional applications available for Android and 
iPhones.
Among the factors making the commodity market less risky and advantageous is the facility to hedge the funds, facility to take buy or sell position at any price, 
etc. These factors have imparted required confidence to trade in this market with minimal or no risk. Likewise, the facility to make cash transaction in a second, 
through the apps on smartphones, makes it more convenient to trade and withdraw capital as per the requirement.
Being a broker, I personally feel that this field is for those who want to endure some extra experience and generate the income in life beyond the daily 10 to 5 job. 
Pursuing a job is like selling yourself and your skills for a limited amount of income to fulfill others’ dream. But, building your own dream and trying to fulfill is 
a more pleasing aspect.
Last but not the least, as a market practitioner and fund advisor, I would like to suggest all the traders who want to trade in this industry of commodity and 
derivative market, to self-educate themselves before entering it. Hence, before trading any commodities, one needs to be familiar with their broker and advisor 
who guide them to grow their funds every day by safeguarding their capital.
Finally, after a long wait, the incumbent government had regulated this market and with this, the market has witnessed new rays of hope. Thus, I would like to 
congratulate all the market participants and wish them a successful future in the ensuing days. 

Vijay Kumar Pandey
Chief Executive Officer
Devine Investment & Trade Pvt. Ltd.
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Poverty to Prosperity:
Commodity Investments is an established 
Alternative!

Experts View

Chittaranjan Pandey
(The author is Assistant Professor & Coordinator of the Center for Research 
& Development at King’s College, Nepal. He has keen interest in the areas of 
Macroeconomics & Development Economics. He works both as a class facilitator 
for Economics/Research & a consultant for development projects of national & 
international donors. He can be contacted at chittaranjan.pandey@gmail.com.)

Background
Poverty is hunger. Poverty is lack of shelter. 
Poverty is being sick and not being able to see a 
doctor. Poverty is not having access to school and 
not knowing how to read. Poverty is not having a 
job, is fear for the future, living one day at a time.

-World Bank
Poverty is a phenomenon which affects not only 
the ability to purchase goods, but also vulnerability 
towards various pressures that may prohibit an 
individual from enjoying his life. In the context 
of Nepal, the causes for the poverty are rapid 
population growth, the uneven distribution between 
the individuals. The main reasons of poverty 
are unemployment, lack of modern education 
which individuals can apply further. Basically, 
the productivity and incomes from occupations 
and the livelihoods are important factors for 
reducing poverty. The social conditions such as 
health, nutrition, education and housing infl uence 
productivity are the factors affecting poverty status 
of any individual. But according to the Social 
Darwinian Theory of Poverty, the cause of poverty 
is found in terms of the behavior and attitudes of 
the poor themselves (Islam, 2005).
Normally, the determinants of poverty are:
i. Employment status (Many times people keep 

waiting for the best-fi t employment and that 

prolongs the transition in human lives to face 
the poverty status.)

ii. Income (Income comes from the employment 
– and this is a hard and fast traditional approach 
to income generation which, even though has 
been challenged by the modern-day conviction 
of entrepreneurship, is a referral ponder.)

iii. Facility of education (Education, elsewhere 
in the world guides the human lives with the 
amount of money they are going to make and 
that they are going to invest. Nepal, not very 
ironically, is an exception with the type and 
model of economy.)

iv. Proper facility of shelter (Shelter has been 
the basic need for the human lives since the 
human civilization and its lack takes all focus 
to requisition of shelter primarily)

v. Availability of health care service (Health is 
Wealth and challenge to health and its services 
undoubtedly will make the livelihood activities 
suffer)

vi. Availability of food (Food is another primary 
requirement for the human development)

Discussions
As per the Tenth Plan (2002-2007) the government 
had step on towards the poverty alleviation by 
mobilizing the means and resources, through 

the mutual participation of the government, 
local agencies, NGOs, private sector and civil 
society, to extend economic opportunities and 
open new environment that enlarge employment 
opportunities. Poverty reduction requires concerted 
efforts in an integrated and comprehensive manner 
on all fronts. The PRSP/10th Plan which is being 
prepared by the National Planning Commission 
(NPC) provides a general framework for poverty 
reduction strategy within which all the stakeholders 
will act (UNDP, 2002).
As per the data provided by World Bank, in 1984 
(Poverty headcount ratio at $1.90 a day), the 
poverty ratio was 74.77% which was very high and 
was later decreased to 61.73% in 1995. Between 
1984 and 1995, the poverty level decreased in 
the ratio of 13.04%. Likewise, the poverty level 
decreased by 14.65% in 2003 and reached 47.08%. 
The poverty rate in 2010 was 25.2%. Between 
the year 2003 and 2010 there was the decrement 
of 21.88% in the poverty ratio. And then in 2014 
the poverty ratio was again reduced to 14.95%. 
The data shows that the poverty ratio has been 
in a decreasing state which is again best part for 
any country. And if the government makes the 
other major strategies then the poverty ratio can be 
decreased furthermore.
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Analysis

 
Fig.: Poverty Ratio

Challenges and Constrains
As the main cause for the increment in the poverty ratio is the uneven 
distribution of the wealth, to make the balance between the individual in the 
same level has been taken as a big challenge. Due to the unequal distribution 
- the poor ones are getting poorer and the rich ones are getting richer day by 
day. Without the upliftment in the economic standard of the people it is hard 
to alleviate poverty. Approaching the individuals for employment can also be 
considered as one of the challenge. 
Commodity Investment – An Alternative
The path to prosperity from poverty is always challenging and like a hurdle 
race. Nevertheless, as good the journey is, the feeling of achievement is way 
better. Earlier, when the investors were confused on what and where to invest 
with the small amount of money in their pocket, the commodity investment has 
emerged as one of the luring alternatives.
 -s_ s[lifhGo pTkfbgM skf;, cn}+rL, hL/f, v';f{gL, d/Lr, sfh', ;'kf/L, d';'/f], 

bnxg, ds}, ux'F, wfg, cfn', d]yL, tf]/L, e6df;, cfn;, kmfk/, pv', ;"lt{, h"6, 
cb'jf, a];f/, kmnk"mn tyf ;f]af6 lgld{t h'; .

-v_ wft'hGo j:t'M cfNd'lgod, tfdf, lzzf, lgsn, l6g, lkQn, kmnfd, l:6n, 
lhÍ . 

-u_ ax'd"No wft'M ;'g, rfFbL, Knfl6gd . 
-3_ vlgh t}nhGo j:t'M sRrf t]n, k]6«f]lnog kbfy{, k|fs[lts Uof;, lxl6Î

cfon . 
-ª_ t]nM gl/jnsf] t]n, kfd t]n, tf]/Lsf] t]n, e6df;sf] t]n, ;"o{d'vL t]n, cfn;sf] 

t]n .
-r_ cGoM lrgL, ;Vv/, lrof, skmL, c08f, hl8a'6L .

The above-mentioned list would sound very different since the country had 
been pessimistic till recent days to be traded through an online platform but 
after the emergence of Commodities Act and the regulations regarding the 
operation of Commodities Market in 2074, the government has been very 
eager encouraging the investors for the same. The irony does not end here, the 
product lists show that Nepal can always stand on its strength, i.e. Agriculture 
and its produces.  
Advocacy Requirements
It is not just the commodity exchanges, government or the academics who will 
be part of the development of commodity market in Nepal but media should 
equally be responsible and accountable for the market development. What can 
media do? Making the people aware so as to raise the income standards of 
lower and middle class. Media can play as a connecting tool so as to fl ow 
the information of the poor individuals to the government. The information 
that the media provides fl ows in two directions- both from local populations 
to governments as well as the aid agencies, and also from those agencies and 
governments back to local populations. So the information fl ows in a cyclic 
form. As employment opportunity can also be a factor to reduce the poverty 
ratio, the media can also give the information related to the employment 
opportunities. Media should raise the topic of poverty alleviation time and 
again due to which it can be accessed by more and more people. As a whole, 
media can be a source of information, education and access to society. Besides, 
it can also be great advocate to encourage the investment and entrepreneurship 
through the commodity investments.
References
Islam, A. S. (2005). Sociology of Poverty: Quest for a New Horizon. Bangladesh 
e-Journal of Sociology, 2(1), 1-7.
UNDP. (2002, February 28). Retrieved September 08, 2016, from Interim 
Poverty Reduction Strategy Paper, NPC/HMG: http://www.np.undp.org/
content/nepal/en/home/library/poverty.html
World Bank. (n.d.). Retrieved September 08, 2016, from Poverty: http://www.
worldbank.org/depweb/beyond/beyondbw/begbw_06.pdf
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Experts View

Commodity Markets in
South & Southern Africa:
An Introduction

Chris Sturgess
(Previously with the JSE commodities team for the past 20 years, Mr. Chris Sturgess 
is the Chairman of the Association of Futures Markets (AFM). He is now more 
actively involved in agritourism and commodities market consulting.)

Firstly, we would like to thank MEX Nepal for this 
opportunity to contribute to your annual yearbook. 
Reviewing the past editions of the book, it is 
evident this is a wonderful resource to refl ect on the 
year gone by but also to familiarise yourself with 
the markets and opportunities out there.
Please allow me to expose you to the markets in 
South and Southern Africa and to provide you 
with more information how these commodity 
markets and the exchanges in this part of the world 
have performed. The past season (2016/2017) 

saw a radical turn around in production levels 
of most cereal crops; following a severe drought 
the previous year, the region went from suffering 
shortages to securing signifi cant surpluses on its 
grain balance sheets.
Let’s take a look at the performance of some of the 
major grain producing countries in Southern Africa. 
Let’s start with South Africa, by far the largest 
producer of grains in the region and continent this 
past year. Following really good rains at the right 
time, we saw white and yellow maize (maize is 

also referred to as corn in many countries including 
yours) reached a new all-time record production 
of 16.744 million tons from 2.6 million hectares, 
this is an average yield of 6.3 tons per ha, up from 
the previous year when this was below 5 tons per 
ha. White maize or corn is the stable food in South 
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Africa and the region and so surpluses of white 
maize bode well for food security for the next year. 
Soybean production was also at a new record of 
1.3 million tons, Sunfl ower seed was at average 
production levels of 870,000 tons, sorghum at 
150,000 tons and fi nally, groundnuts and dry beans 
combined production was around 160,000 tons. 
Wheat is expected this year to be just less than 
1.6 million tons. The combined production of the 
grains mentioned above for South Africa adds up 
to just under 21 million tons.
The South African grain market was deregulated in 
the mid-1990’s with the Government withdrawing 
its active involvement in determining the 
commodity prices and since then, the free market 
principles whereby willing buyers and sellers 
determine the value of the commodity. In 1995, the 
South African Futures Exchange for Agricultural 
Products was established under the brand SAFEX. 
This exchange, over the years, has become the 
price discovery and price risk management 
platform for grain products in South Africa trading 
the underlying crops in some instances 15 times 
over. The exchange is an electronic marketplace 
through which the registered member fi rms offer 
access to clients to either trade through them or 
through a member supplied trading system, they 
are able to enter orders directly onto the exchange 
platform. The SAFEX market, which was more 
recently rebranded following the acquisition by 
the Johannesburg Stock Exchange of the derivative 
market to the JSE Commodities Market, has 
through its ability to integrate with the range of 
over 250 delivery silos/ delivery points, across 
the country, ensure that price convergence of the 
futures contract to that of the spot market is easily 
achieved by making or taking physical delivery is 
something that is easily executed. The market also 
relies on electronic warehouse receipts to record 
and refl ect the transfer of ownership of grain in 
the storage sites. Thanks to electronic receipts 
and the JSE’s easy physical delivery system, we 
fi nd that fi nancial institutions easily offer fi nance 
of warehouse receipts which millers, traders and 
producers take advantage of whilst we also see 
fi nancial hedge funds getting more involved in the 
physical delivery markets adding further liquidity 
and competition to spread trades.
Although it has been a tough year for the JSE 
Commodities Exchange, many of the market 
participants still recovering from the severe drought 
from the previous year where there was signifi cantly 

less product to trade. The JSE members have 
remained resilient and even though volumes traded 
remained down from the previous year at just over 
2.7 million contracts, the open interest is at a solid 
76% up refl ecting the larger crop that was harvested 
across most grain types. Just like MEX, the JSE 
Commodities area is fortunate that the growth of 
the exchange business can be attributed to really 
committed staff, member fi rms, clearing members 
who guarantee the transactions and to storage 
operators who issued warehouse or silo receipts 
and guarantee these receipts. Without committed 
people, effi cient systems and technology and 
underlying commodity, developing the exchange 
business would have been very diffi cult.
As mentioned earlier, South Africa remains the 
key production player in the region, but that 
said Zambia also recorded excellent production 
surpluses across its grain producing commodities. 
Mainly focused on white maize production for its 
stable food requirements, production was up to 
record just over 4.2 million tons, whilst soybean 
was around 160,000 tons, wheat is expected to 
be around 350,000 to 400,000 tons this season. 
Zambia is well positioned to become a major 
producer in the region with available land that 
could see total grain production increase to close 
to 10 million tons in the coming years. In my 
opinion, to achieve this, the country would like 
to see consistent Government policy regards 
the marketing of grain with no or very limited 
intervention when it comes to pricing of the stable 
food. This should encourage further private sector 
investment into infrastructure development of 
storage and also production techniques to further 
improve yields. The opportunities are huge for 
Zambia and with the recent commitments from 
the Government to allow the free market to take 
its course, things are really looking positive for 
Zambia, however, time can only tell if the policies 
will remain consistent providing private sector the 
confi dence to commit for longer-term investments. 
ZAMACE which refers to the Zambian Commodity 
Exchange continues to play a crucial role as the 
licensing authority for the issuing of warehouse 
receipts under legislation in the country and also 
has ambitions to develop a transparent spot market. 
ZAMACE is also working with the JSE to roll out 
a US Dollar traded and cleared derivatives contract 
on white maize, wheat and soybeans.
Another country which has new hope is Zimbabwe, 
previously a major grain producing nation. 

However, over the past 20 years, the country has 
witnessed policies implemented that destroyed 
the incentives to produce commodities. With the 
change in presidency, there is renewed hope that 
the new candidates will instil more investment 
sound policies that will encourage the use of the 
fertile land of Zimbabwe.
Finally, also to mention Mozambique who saw 
ample rains this past season and produced enough 
white maize to be self-suffi cient this year. There 
are a number of initiatives both from Government 
and Private Sector that look very encouraging to 
increase production of commodities in this country 
by improving transparency of trade and better 
storage of commodities.
So, for South Africa and the region, 2017 was a 
year of surplus production especially for its stable 
food of white maize, this did mean lower prices 
for farmers but the benefi t of cheaper food for the 
majority people who rely on the stable food was 
also achieved. We will continue to work hard to 
ensure the price risk management tools through 
futures and options contracts to work well not only 
in South Africa but also how other regional players 
can use them to remove the price volatility that 
frequently impacts the commodity markets.

The past season 
(2016/2017) 
saw a radical 
turn around in 

production levels 
of most cereal 

crops; following a 
severe drought the 

previous year
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Experts View

Gold exceed few step more than just as a precious 
metal, it is the best choice of all the portfolio 
managers, hedging tools, Infl ation resistant, 
insurance, mostly traded commodity as well as 
the most liquid commodity for all the time. Gold 
demand is not getting away since the beginning; 
gold is traded from time to time like physical 
gold, currency, paper gold and now bitcoin also, 
however, this is highly traded through commodity 
exchange as derivatives contracts throughout the 
world. While these are traded through derivatives, 
this concerns to the matter of investment and 
return. There are approximately 186,700 metric 
tons of gold in the world as per World Gold 
Council but the volume of total derivatives 
exceeds the total amount. This is trying to 
accomplish the comprehensive world’s demand 
through over the counter (OTC), Futures, Option. 

However, gold demand increased by 2% in the 
year 2016 which states that supply recorded more 
than demand. Commodity market has pushed gold 
to new heights in term of investment and liquidity. 
Trading of this ‘Gold or safe haven’ is not safe 
until, risk aversion is minimized or adjusted 
through proper calculation of the size of the risk, 
minimization factors as well as the cause of risk. 
Trade management skill is key to successful 
traders. However, there is always involvement 
of risks in every trading lot. There are numerous 
trading methodology, tricks, setup available on 
the social media or print media but still, this is 
the approach or set up which are defi ned for the 
latest trading system to add up skills. Gold trading 
involves high fl uctuation which creates high risk 
and high return depending upon the position and 
its size. Let’s have a defi ned setup for gold trading 

which is given below in few steps. The practical 
trade management of gold trading may consist of 
following eight steps which are explained below:
Locate Own Risk: Consider that commodity 
trading is mathematics not the magic for good 
result thus use of Value at Risk (VaR) or Liquidity-
at-Risk (LaR) helps the traders logically for risk 
computation. The VaR gives the risk manager or 
trader a reason of what he or she can expect to 
potentially lose in a given time interval, assuming 
“normal” market conditions keeping other major 
economic news constant. It helps the trader to 
know how much loss is involved in an average 
market situation in one defi ned trading time frame. 
VaR is analogous to Liquidity-at-Risk (LaR) which 
can be used for defi ning risk capacity. Trader 
defi nes their maximum loss capability with help of 
VaR and LaR and accordingly, it needs to be ready 

Lakshman Pandit
(The author is associated with Mercantile Exchange Nepal Limited in the capacity 
of Senior Manager in Business Development Department. He can be contacted 
through bd@mexnepal.com)

Gold & Practical
Trade Management
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for stop loss (SL) order. However, an SL may be 
calculated during trading hours too with the help 
of a technical indicator called Average True Range 
(ATR). Simply, traders must be ready sensitively 
to lose money before executing the position. If s/
he is not ready then s/he is simply not ready to 
enter in the derivatives market. In a normal case, 
more than 2-5% of total capital is not advisable at 
all for taking the risk. Risk can be subdivided and 
adjusted into a number of lots at one time. 
Allocate Position Size: After defi ning the risk 
capacity, traders should fi x the overall position 
for execution which must not go off more than 
the predetermined risk. While defi ning the 
position sizing, Risk/Reward ratio (1:3) need to 
be maintained for good results which helps again 
mathematically to win at the last on the theory of 
probability. 2/3rd of the fund should remain in the 
account as free margin while trading or to avoid 
unwanted margin call due to anomalous price 
movement. Position size should be balanced under 
the consideration of total investment, free margin, 
volatility level and pips. The single position 
does not mean only the investment in terms of 
the initial margin but thought to be the notional 
value of contracts as profi t/loss (P/L) is always 
the outcome of total contract value although it is 
leveraged trading.
Know Trend Indicator: Years of research work 
opine to use well-known trend indicators rather 
than popular ones which do not have confi dence 
among all the learned tools. This is the fi rst thing 
to use onto Trader Work Station (TWS) to identify 
the trend with the help of technical indicators.  
This can be done by drawing the trend lines, using 
the Simple Moving Averages (13 Days Period) 
in normal market condition, line charts with 
broader time frame etc. It is advisable to go with 
the trend, however, be cautious with the point of 
reversal trend. “Buy with uptrend” and “sell with 
downtrend” strategy should be prudent. Either 
long or short decisions should be determined 
here without any mystifi cations. One must note 
the major economic news which may bring the 
reversal at any point of time, however, there are 
always chances to change the trend due to High-
Frequency Trading (HFT) but it might be for a 
certain period of time.
Summarize the CFTC-COT Report: Technical 
analysis is signifi cant although, at the same time, 
fundamental analysis can be used for better trade 
results. If fundamental is justifying the technical 
analysis then the trade has a maximum probability 
to go to the green side. The Commitments of 
Traders (COT) reports should justify the uptrend 
or downtrend for our assurance where anyone 
may refer net positions in gold that is basically 
establishing the direction of the factual trend. 
COT Reports are published every Friday at 3:00 
PM EST. where gold position takers may have 

a look for market’s gold holding or overall net 
positioning. If the net position is long then it 
supports uptrend and netting is short then this 
supports the downtrend. Along with this report, 
other major fundamentals should be kept an eye. 
Fundamentals are basically used to fi nd reversal or 
continuation of a trend.
Have the Logical Pattern: Once long or short is 
fi xed then look at the chart minutely to fi nd the 
reliable candlestick patterns, breakouts. In case 
the market is up-trending then W-top, reverse head 
& shoulder, ascending triangle, falling wedge, 
double bottom, bullish symmetrical patterns, 
triple bottom, bullish pennants break out, bullish 
fl ags break out should be looked for and if gold 
is discounting or in downward trend then, Head 
& Shoulder, descending triangle, rising wedge, 
double top, bearish symmetrical triangle, triple 
top, bearish pennants break out, bearish fl ags 
break out need to look out. Once any of the above 
reliable patterns appears in cooperation with a 
trend, entry levels are traced out or noted. Price 
action methodology may help the trader to fi nd 
current forming crucial patterns too. It may be 
perilous to enter the trade until logical evidence 
appears in the chart if we are considering trading 
as a business.
Mark the Entry & Exit Point: After tracing 
the entry level, look for entry point which could 
have a deeper price point in uptrend and topper 
in down trending. There are many ways to fi nd 
out entry and exit points with help of support and 
resistance, Commodity Channel Index (CCI), 
Average Directional Index (ADX), Parabolic 
SAR, Ichimoko Kinko Hyo, Relative Strength 
Index (RSI), Average True Range (ATR) etc. 
Although, while calculating the entry and exit 
points, traders must recall the risk/reward ratio to 
avoid possible trading stress. Entry point should 
be for lower time frame while the exit in the higher 
time frame. For bullish trends, bullish engulfi ng, 
morning star, bullish marubozu, three white 
soldier, bullish harami candlesticks signal may 
be referred and while gold is in bearish, bearish 
engulfi ng, evening star, bearish marubozu, three 
black crows, bearish harami may be taken into 
consideration. Predetermined and calculated exit 
and entry point help the traders to avoid impulsive 
emotional factors during the live market price.
Assure for Reconfi rmation: It is advisable to 
follow the trending patterns of parallel or non-
trending pattern for unparalleled commodities, 
indices, securities which may be US Dollar Index 
(-ve), Silver (+ve), Russia Stock (+ve), Dow Jones 
(-ve), S&P/TSX Global Gold Index (+ve), GDX 
ETF (+ve) where positive sign means positively 
correlated and negative sign means negatively 
correlated to the price of gold. As gold is globally 
traded thus inter-market analysis is crucial for 
support because the price is almost correlated and 

fewer chances to jump unusually and if possible 
then follow the world market clock. This helps us 
to enhance our confi dence for trade entry. While 
trading in gold, a trader should watch US Dollar 
Index (DXY) at least whether both are justifying 
opposite to each other or not. Likewise, silver 
is assumed to have a similar trend with gold 
thus need to be checked if both are having same 
patterns or not. This has been noticed several 
times that fundamentals do not work in the case of 
a major breakout and gold moves only technically. 
Additionally, volume indicator may be followed 
for the accuracy of trade. This step eliminates 
the fear factor of entry decision and assists in 
staying away from being trapped in temporary 
bullish spike or bearish spike. However, price gap 
provides golden clues for entry which has to be 
fi lled sooner or later. 
Note Down: Never delay in initiating orders or 
putting limit order, otherwise, a single confusion 
may lead to a wrong trade or ruin the whole set 
up. It is strongly advisable to write down all the 
essential details on the paper i.e. commodity 
name, contract expiry time, entry point, exit 
point, Stop Loss (SL), Take Profi t (TP), indicator 
observation, entry and exit price criteria, 
fundamental supportive reason. When these are 
done then have a time and keep away from the 
trading system so emotional reactivity shall not 
intervene in the trade. There will be only one 
execution either TP or SL and even if trader needs 
to be in the market before hitting any limit order 
then try to use trailing TP or use SL as TP is used 
in case the market is favoring with green profi ts 
as trailing orders help to account the possible 
prevailing profi t.
Gold is the commodity which accounts for high 
volatility even in normal market conditions 
which imply a good chance to make a good 
trade with calculated risk. If this is traded with 
proper trade management and analysis then it 
rewards the trader in expected ways than other 
derivative commodities. This does not require 
effort but numerous arranged sets of information 
on real time basis. This kind of derivative trading 
involves high risk and reward, therefore, without 
knowing the contract values and its terminology 
as well as basic trading principle, one must not 
enter the market. However, one thing can be 
assured that gold derivatives help those traders 
who can ascertain gold price movement patterns, 
market sentiments, overbought and oversold 
region perfectly. Gold trade management is the 
positive approach towards the logical trading 
style for the commodity and business where risk 
is minimized for winning profi tability. Before 
actual trade order placement, the trader requires 
proper analysis, position and risk management. 
Gold lets the traders shine who catches the reason 
of its price fl uctuation.
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these arguments 
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off base.
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Criticisms & Misuses of 
Derivatives

Opponents of derivatives claim that the very 
benefi ts of derivatives (low cost, low capital 
requirements, ease of going short) result in an 
excessive amount of speculative trading that 
brings instability to the market. They argue that 
speculators use large amount of leverage, thereby 
subjecting themselves and their creditors to 
substantial risk if markets do not move in their 
hoped for direction. Defaults by speculators can 
then lead to defaults by their creditors, their 
creditors’ creditors, and so on. These effects can, 
therefore, be systemic and refl ect and epidemic 
contagion whereby instability can spread 
throughout the markets and an economy, if not the 
entire world. Given that the governments often 
end up bailing out some banks and insurance 
companies, society has expressed concern that the 
risk managed with derivatives must be controlled.
Another criticism of derivatives is simply their 
complexity. Many derivatives are extremely 
complex and require a high-level understanding 
of mathematics. The fi nancial industry employs 
many mathematicians, physicists, and computer 
scientists. This single fact has made many distrust 
derivatives and the people who work on them. It is 
unclear why this reason has tarnished the reputation 
of the derivatives industry. Scientists work on 
complex problems in medicine and engineering 
without public distrust. One explanation probably 
lies in the fact that scientists create models of 
markets by suing scientifi c principles that often 
fail. To a physicist modeling the movements of 
celestial bodies, the science is reliable and the 
physicist is unlikely to misapply the science. The 
same science applied to fi nancial markets is far 
less reliable. Financial markets are driven by the 
actions of people who are not as consistent as the 
movements of celestial bodies. When fi nancial 
models fail to work as they should, the scientists 
are often blamed for either building models that 
are too complex and unable to accurately capture 
fi nancial reality misusing those models, such as 
using poor estimates of inputs. And derivatives, 
being so widely used and heavily leveraged, are 
frequently in the center of it all.

long-term fundamental values. The profi ts from 
short-term trading are almost always taxed more 
heavily than the profi ts from long-term trading, 
clearly targeting and in some sense punishing 
speculators. Speculators are thought to engage in 
price manipulation and to trade at extreme prices. 
All of this type of trading viewed more or less as 
just a form of legalized gambling.
In most countries, gambling is a heavily regulated 
industry. In the United States, only certain states 
permit private industry to offer gambling. Many 
states operate gambling only through the public 
sector in the form of state-run lotteries. Many 
people view derivatives trading as merely a form 
of legalized and uncontrolled gambling. 
Yet there are notable differences between gambling 
and speculation. Gambling typically benefi ts only 
a limited number of participants and does not 
generally help society as a whole.
But derivatives trading brings extensive benefi ts 
to fi nancial markets, as explained earlier, and 
thus does benefi t society as a whole. In short, 
the benefi ts of derivatives are broad, whereas the 
benefi ts of gambling are narrow.
Nonetheless, the argument that derivatives are 
a form of legalized gambling will continue to be 
made. Speculation and gambling are certainly both 
forms of fi nancial risk taking, so these arguments 
are not completely off base. But insurance 
companies speculate on loss claims, mutual funds 
that invest in stocks speculate on the performance 
of companies, and entrepreneurs to up against 
tremendous odds to speculate on their own ability 
to create successful businesses. These so-called 
speculators are rarely criticized for engaging 
in a form of legalized gambling, and indeed 
entrepreneurs are praised as the backbone of the 
economy. Really, all investment is speculative. 
So, why is speculation viewed as such a bad thing 
by so many? The answer is unclear.
Destabilization and Systemic Risk
The  arguments against speculation through 
derivatives often go a step further, claiming that 
it is not merely speculation or gambling peruse 
but rather that it has destabilizing consequences. 

The history of the fi nancial markets is fi lled 
with extreme ups and downs, which are often 
called bubbles and crashes. Bubbles occur when 
prices rise for a long time and appear to exceed 
fundamental values. Crashes occur when prices 
fall rapidly. Although bubbles, if they truly 
exist, are troublesome, crashes are even more so 
because nearly everyone loses substantial wealth 
in a crash. A crash is then typically followed by 
a government study commissioned to fi nd the 
causes of the crash. In the last 30 years, almost 
all such studies have implicated derivatives 
as having some role in causing the crash. Of 
course, because derivatives are widely used and 
involve a high degree of leverage, it is a given 
threat they would be seen in a crash. It is unclear 
whether derivatives are the real culprit or just the 
proverbial smoking gun used by someone to do 
something wrong.
The two principle arguments against derivatives 
are that they are such speculative device what 
they effectively permit legalized gambling and 
they destabilize the fi nancial system. Let us look 
at these points more closely. 
Speculation and Gambling 
As noted earlier, derivatives are frequently used to 
manage risk. In many contexts, this use involves 
hedging or lying off risk. Naturally, for hedging 
to work, there must be speculators. Someone 
must accept the risk. Derivatives markets are 
unquestionably attractive to speculators. All the 
benefi ts of derivatives draw speculators in large 
numbers, and indeed they should. The more 
speculators that participate in the market, the 
cheaper it is for hedgers to lay off risk. These 
speculators take the form of hedge funds and 
other professional traders who willingly accept 
risk that others need to shed. In recent years, 
the rapid growth of these types of investors has 
been alarming to some but almost surely has been 
benefi cial for all investors.
Unfortunately, the general image of speculators 
is not good one. Speculators are often thought 
to be short term traders who attempt to exploit 
temporary ineffi ciencies, caring little about 
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relatively short span of time, 
without ever having to worry 

about online safety.
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Online trading found to be both a boon and a curse 
for the traders around the world. It enables them to 
buy and sell fi nancial contracts and commodities 
from anywhere on the planet. It has effectively 
transformed the way trading is done in the present 
time, although this does not come without its 
own segment of predicaments. The advantages 
and disadvantages of online trading have been 
discussed further in the paragraphs.
First, the advantages of online trading have brought 
in the trading fl oor. Also, what shines the most is 
the ease that comes with being able to trade at 
one’s leisure. People are no longer bound to their 
brokers. As the information technology boost up, 
one no longer has to be in the surroundings of the 
telephone so they can phone orders to their brokers, 
hoping for luck to be in their favor. In present 
times, market opportunities can be subjugated in 
real time, by them on their own. Moreover, online 
accounts have become easier to open and manage. 
In statistic, since online trading is operated by the 
computers and networks, online accounts can be 
accessed anytime. In addition to this, online safety 
has gained a height where traders do not have to 
worry about anyone ruining their entire portfolio; 
in fact, regular traders can seize a sizable fortune 
in a relatively short span of time, without ever 
having to worry about online safety. Similarly, 
online trading rewards passionate traders with 
lower commissions, costs and various incentives. 
The best part is that anyone can be into the trading– 
all it takes is few amount of money to get started, 
the willingness to invest and a computer with 
network connectivity. Another hidden advantage 
of the online trading is that you can predict the 
market behavior and use this to predict the rise 
and fall in the price of the assets. You will be 
handling your own fi nances and be responsible for 
them. Over time you become more experienced 
in understanding the market and make good 
investment opportunities. So while making quick 
bucks, you also manage to become fi nancially 
smarter in both your professional and personal life.
However, with ease of online trading, people 
neglect the fact that there is a price for such ease. 
In this particular instance, the convenience is the 
price; otherwise, it can make traders prone to risks 
they might not take or even have access to. Make 
no mistake, there is a degree of risk to any trade, 
online or otherwise, but these way traders can 
make more of them which means more risk. Since 
the broker’s involvement has been reduced to a 
minimum, you might be left lonely. Besides, by 
relying on all this technology, online traders leave 
themselves open to all sorts of mechanical failures 
and software glitches that can be quite costly. Also, 
as critics love to point out, the old dependency 
on phones and landlines has been replaced by a 
similar dependency, notwithstanding on another 
medium – the Internet. The connectivity itself has 

been enhanced, but now there are even more things 
that can go wrong: from failures to malicious 
attacks to outright sabotage, the absolute number of 
factors means online safety should never be taken 
for granted.
Though people prefer to be in the contact of the 
brokers and be in touch for the information about 
the assets that could make them some money via 
trading, the youths have found online trading to 
be preferable than other methods of trading. The 
preference of self-study of charts and control on 
the choice of the assets attracts the youths. They 
fi nd themselves challenging enough to perform 
trading. Investors, whereas, do not make such 
preferable difference, since they give more 
emphasis to the fundamental part of the asset. In 
the market, while one aspect can be favorable for 
the one party but can’t be same for the other. For 
instance, the traders love to make trades faster and 

for them, online trading has been the incomparable 
gift. Similarly, the investors make long-term trade, 
which is often for more than months and years, so 
the online facility makes no more difference on 
them. However, for small and medium traders and 
investors, the online trading and study support for 
the analysis gives them the better understanding 
of the asset and also helps for the forecast of their 
price action. 
Yet online trading defi nitely has its defects, the 
numerous advantages make the future of said 
trading all but guaranteed. Yes, this will inevitably 
involve some growing pains, but in the end, regular 
traders will carry the day, while those less able will 
have to rely on their good fortune. After all, the ease 
and fl exibility that online trading has presented 
cannot be negated that easily; being able to trade 
on the go- quickly, capably and safely will always 
exceed the occasional mishap or a rash judgment.
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Commodity Insights

Cocoa

Introduction
There are three main types of cocoa plant from which cocoa beans are 
harvested: Criollo, Forastero and Trinitario. The Criollo plant has the 
highest sensitivity of the three varieties, and changes in climate can 
dramatically affect its yield. The Forastero, conversely, has a much thicker 
skin and so is much hardier, resulting in it being the most popular variety 
in the world. Lastly, the Trinitario is a hybrid of the other two varieties, 
attempting to combine the delicate fl owers of the Criollo with the hardiness 
of the Forastero. The beans from these plants are then divided into 3 
deliverable grades (A, B and C) with A and B grades being deliverable at a 
premium and C being deliverable at par. 
Cocoa has a number of special features as a commodity. It enjoys high 
levels of demand all across the globe, and yet has very concentrated and 
specifi c production sources. Cocoa plants can only fl ourish in the regions 
that lie within 20 degrees north or south of the Equator. Consequently, 
this means that in the right conditions demand can outstrip supply, raising 
prices. Furthermore, the production cycle works on a seasonal basis and the 

yield of each particular cocoa tree is comparatively low, producing only 
four pounds of cocoa each season. Despite this, cocoa has a number of 
applications in a range of markets, as discussed below.
The main industries involved in cocoa trading are producers of chocolate 
and chocolate-related products, with around 3 billion pounds of chocolate 
being consumed each year in America. Chocolate is made by processing 
cocoa powder, and most of the large traders of Cocoa, such as the Archer-
Daniels-Midland Company, do this themselves. They then sell on the 
processed material to confectioners who market the fi nished product 
to consumers. Cocoa is also used in the beauty products industry, as an 
ingredient in the manufacture of various lotions and creams.
Cocoa production is highest in the Ivory Coast, which when combined with 
Ghana and Indonesia accounts for approximately 70% of the global yield 
of cocoa. Other producing areas tend to be centered on Africa and South 
America, such as Brazil and Columbia. Malaysia and Indonesia are also 
prolifi c cocoa producers.
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Fundamental Facts
• Factors that affect the prices of cocoa options on a future basis include 

natural variables such as the weather. 
• Droughts and soil erosion can lower a farmer’s yield of cocoa 

considerably, as can disease such as black pod disease. 
• Cocoa prices can quickly rise as a result, as the world demand for 

chocolate continues to increase. 
• On an even more long term basis, any improvement in African work 

and labor standards, for example, could gradually and yet massively 
infl uence cocoa commodity prices. 

• The production costs are currently quite low, but this could be subject 
to change in the future if conditions for workers are improved.

Top Producers of Cocoa 

(in 1000 Tons)

Area-Country 2014-15 2015-16 2016-17*

Africa 3074 2918 3565

Cameroon 232 211 240

Cote d’Ivoire 1796 1581 2010

Ghana 740 778 950

Nigeria 195 200 225

Others 111 148 140

America 777 666 757

Brazil 230 140 180

Ecuador 261 232 270

Others 286 294 307

Asia & Oceania 400 397 379

Indonesia 325 320 290

Papua New Guinea 36 36 40

Others 39 41 49

World Total 4251 3981 4700

* Estimate

Source: International Cocoa Organization

Cocoa plants can only 
flourish in the regions that 
lie within 20 degrees north 

or south of the Equator.
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Commodity Insights

Coffee
Introduction
Coffee is also one of the most frequently traded commodities in the world. 
It is not the second most traded, as is commonly thought. This is a myth. 
This often repeated fact seems to derive from coffee being the second most 
valuable primary export of developing countries, behind oil.
A number of more developed countries also re-export their coffee, however 
statistics for this are unclear, as the coffee may be raw, or it may have been 
processed, which would mean it is no longer a coffee commodity. Cafés and 
coffee houses are increasingly common in developed countries, especially 
with the rise of large coffee chains, such as Starbucks. Chains and private 
cafés account for about 40% of the market share, with 60% being sold in 
supermarkets and other private retailers.
A number of different types of coffee can be traded, making it different 
to many commodities, especially hard commodities. There are two main 
varieties of coffee bean which are traded internationally, and these are 
Arabica and Robusta. Robusta beans are sold for 70% of the price of 
Arabica beans, and therefore they are more commonly traded by the “big 
four” coffee companies, who purchase approximately 50% of all coffee 
worldwide. These four companies are Kraft, Nestlé, Procter and Gamble, 
and Sara Lee. The price disparity between the two has decreased in recent 
years, as large companies began purchasing only Robusta beans, which 
drove up demand and decreased demand for the Arabica variety. Despite 
this, Arabica coffee is still more commonly produced. National commodity 
exchanges in countries with a long history of coffee cultivation often 
have many more varieties of coffee available for commodity trading. The 
Ethiopia Commodity Exchange, for example, has tens of varieties available, 
many of them having been developed over centuries.

There are also variations on price and quality depending on which country 
the coffee was harvested. These are known on the exchange as ‘deliverable 
grades’. A certifi cate is given to each country’s coffee based on the grade 
of the beans and how the coffee tastes. A number of countries, such as 
Mexico, Kenya and Costa Rica, are established as the ‘basis’. Countries 
with a higher grade are sold at a premium, such as Costa Rican coffee, and 
countries with a lower grade are sold at a discount, such as Venezuelan, 
Burundi and Indian varieties.

Fundamental Facts
• The top coffee-producing countries are generally politically unstable. 

These facts cannot be neglected and statistics have it that the top fi ve 
producers of coffee collectively account for more than 60% of the 
world’s coffee production. Hence, geopolitical factors come top of the 
list to be considered to estimate coffee industry. 

• Coffee is highly sensitive to the weather conditions and does not 
thrive in certain weather conditions.  We can safely say rain has to fall 
just about the right time and sun has to shine at right time for coffee 
plants to grow properly. Farm output becomes low and hence, supplies 
become a problem if climatic factors are not as expected.

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

coffee growers a set price prior to the harvest. This has led to more 
privately negotiated deals with coffee co-ops around the world.

A certificate is given to each 
country’s coffee based on the 
grade of the beans and how 

the coffee tastes.
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Top Producers of Coffee 

(60,000 kg)

Crop Year Commencing 2014 2015 2016

Total 149 053 152 253 157 437

Arabicas 86 257 88 568 101 552

Colombian Milds 14 593 15 402 15 823

Other Milds 25 679 26 207 30 289

Brazilian Naturals 45 986 46 958 55 440

Robustas 62 796 63 686 55 885

Africa 16 014 16 349 17 208

Burundi 248 274 258

Cameroon 483 391 283

Congo, Dem. Rep. of 335 371 335

Côte d'Ivoire 1 750 1 893 1 500

Ethiopia 6 625 6 714 7 100

Guinea 165 246 220

Kenya 765 789 783

Madagascar 501 425 415

Rwanda 238 292 220

Tanzania 753 930 870

Togo 143 81 60

Uganda 3 744 3 650 4 900

Others 263 294 263

Asia & Oceania 45 974 49 566 45 083

India 5 450 5 800 5 333

Indonesia 11 418 12 317 11 491

Lao, People's Dem. Rep. of 499 511 450

Papua New Guinea 798 712 1 171

Philippines 193 208 215

Thailand 785 997 700

Vietnam 26 500 28 737 25 500

Yemen 183 188 125

Others 149 97 98

Mexico & Central America 17 115 17 423 20 269

Costa Rica 1 408 1 634 1 486

Cuba 101 100 103

Dominican Republic 397 400 412

El Salvador 669 602 730

Guatemala 3 310 3 410 3 500

Haiti 343 341 341

Honduras 5 258 5 766 7 667

Mexico 3 591 2 900 3 600

Nicaragua 1 898 2 112 2 300

Panama 106 127 100

Others 33 32 30

South America 69 951 68 966 74 877

Bolivia 106 89 81

Brazil 52 299 50 388 55 000

Colombia 13 339 14 009 14 500

Ecuador 644 644 645

Peru 2 883 3 304 4 221

Venezuela 650 501 400

Others 29 31 30

Source: International Coffee Organization
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Commodity Insights

Corn

Introduction
The most common variety of corn traded on the commodity market is known 
as fi eld corn, or dent corn. This variety is higher in starch and lower in sugar 
than table corn, which is another popular variety. Sweet corn is also popular, 
but fi eld corn is known to account for approximately 70% of the corn grown 
in the United States, which itself produces over half of the world’s corn. There 
are around 80 million acres dedicated to its production. The most striking 
feature of corn as a commodity is that it is one of the world’s most versatile 
agricultural products, with myriad uses and therefore a massive demand. This 
is why it is sometimes colloquially referred to as ‘yellow gold’.
Corn has a wide variety of applications and so corn options are utilized by 
many different business markets. Corn is primarily used as a food product for 
animals, with livestock feed accounting for the largest portion of its market 
share. Corn is also one of the core ingredients needed for the production of 
ethanol, which is beginning to be widely used as an alternative to gasoline. 
Others who trade in corn are companies that process it so that it may be made 
into starch or corn oil, which can then be used to manufacture food products 
such as margarine and industrial products like glue or paint.
America is the largest producer of corn, where corn exports are generally seen 
as making the largest net contribution to the agricultural trade balance in the 
U.S, and are thus hugely important to the American economy. However, an 
interesting result of the American dominance of the corn market is that corn 
prices worldwide are determined by relationships in the U.S market, leaving 
the rest of the world to adjust accordingly. This allows farmers in countries 
such as Argentina to plant their own corn after the size of the crop in America 
has been learned, which results in a dynamic market response to any shortage 
in American crops. Other countries such as Brazil, Ukraine, Romania and 
South Africa have all been known to be major corn producers at various points 
at time, with Japan being the world’s largest importer of corn.

Fundamental Facts
• Corn commodity prices can be affected by a wide range of factors, but 

the two most important determiners of the price of corn options are the 
weather, as with any agricultural product, and the worldwide trend in 
energy prices, as a result of corn being used in the production of ethanol. 

• Any overly wet or dry season will limit the yield of the crop that a farmer 
can harvest, whereas exemplary weather will make yields much larger, 
decreasing corn’s price.

• When trading in corn futures contracts, speculators also need to be aware 
of the viability of alternative biofuels, as although corn based ethanol 
is currently the cheapest biofuel, the advent of a cheaper alternative 
will usurp ethanol as the fuel of choice, and the demand for corn will 
subsequently decrease.
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Top 10 Producers of Corn in 2016

(1,000 Metric Tons)

Country Quantity* Country Quantity*

USA 384,778 Ukraine 28,000

China 219,554 India 26,000

Brazil 91,500 Mexico 26,000

European Union 60,295 Russia 15,500

Argentina 37,500 South Africa 14,600

*Estimate

Source: U.S. Department of Agriculture

Corn commodity prices can 
be affected by a wide range 
of factors, but the two most 
important determiners of the 
price of corn options are the 

weather, as with any agricultural 
product, and the worldwide 
trend in energy prices, as a 

result of corn being used in the 
production of ethanol.

Major Exporters & Importers of Corn in 2016

(1000 Metric Tons)

Exports Imports

Country Quantity* Country Quantity*

USA 56,518 Japan 15,000

Brazil 31,000 Mexico 13,800

Argentina 25,500 European Union 13,100

Ukraine 18,700 South Korea 9,800

Russia 5,300 Egypt 9,000

Serbia 2,500 Iran 8,500

European Union 2,000 Vietnam 8,000

South Africa 2,000 Colombia 4,800

Canada 1,000 Taiwan 4,600

Mexico 800 Algeria 4,500

Source: U.S. Department of Agriculture
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Commodity Insights

Cotton
Introduction
Cotton is a type of fl owering plant that belongs to the mallow family. 
Cultivation of cotton started approximately 7000 years ago in Mexico 
(New world) and in India and Pakistan (Old world). Out of roughly 43 
species of cotton, only four are cultivated on a large scale. Cotton grows 
in tropical and subtropical parts of Asia, Africa, Australia and America. 
People cultivate cotton because of the seed that represent valuable source 
of fi bers and oil. Each year, around 25 million tons of cotton are produced 
in the 70 countries around the world.
The word ‘cotton’ is derived from an Arabic word ‘qutun’ or ‘kutun’, 
meaning any fi ne textile. The plant is native to tropical and subtropical 
regions, including the Americas, Africa, and India. Grown extensively in 
India for six thousand years, cotton has a very rich history.
Cotton is backed with thousands of uses. A large part of the world’s textile 
production is cloth made of cotton or blends of cotton and synthetic fi bers. 
In addition to this, cotton is used in fi shing nets, coffee fi lters, tents, 
explosives manufacture, cotton paper, and in bookbinding. The plant’s seed 
also provides edible vegetable oil and protein feed. 
Cotton is a part of everyday life for almost every population, as this 
commodity is used in a wide variety of textile products. Cotton is grown in 
a number of regions throughout the world, including the Americas, Africa, 
and India.

Cotton has historically exhibited a very low correlation to both stocks and 
bonds, making it a potentially appealing option for investors looking to 
smooth overall portfolio volatility. Since it is widely used in textiles, it also 
has the potential to hedge against infl ationary pressures.

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

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

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

• The cost of substitutes: especially wool (decreasing usage) and man-
made fi ber (petroleum based -synthetic, and artifi cial -cellulose based 
-fi bers) which are cheaper.
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• The state of demand from the leading cotton-consuming/importing 
countries such as China, India, Pakistan, Turkey and Brazil in particular 
in the most relevant sector i.e. the textile industry. 

• The value of the US Dollar, as the US is the largest exporter of cotton
• Seasonal and weather factors
• Many cotton producing countries have sought to insulate their farmers 

and the textile industries upon which they depend on from external 
competition, changes in these policies (e.g., subsidies) can have 
an impact on other global cotton producers. For example, the US 
government has subsidized US cotton farmers since the 1930’s, to a 
greater extent than farmers of other crop. However, these subsidies 
distort global fl ows of cotton.

• Genetic modifi cations like many other agricultural products.

Major Producers of Cotton in 2016

(1000 of 480-lb bales)

Country Quantity* Country Quantity*

India 27,000 Australia 4,500

China 22,500 Uzbekistan 3,550

USA 17,230 Turkey 3,200

Pakistan 7,700 Turkmenistan 1,325

Brazil 6,500 Burkina 1,300

* Estimate

Major Exporters & Importers of Cotton in 2016

(1000 of 480-lb bales)

Exports Imports

Country Quantity* Country Quantity*

USA 13,200 Bangladesh 6,400

India 4,500 Vietnam 5,400

Australia 4,100 China 4,500

Brazil 2,800 Turkey 3,250

Uzbekistan 1,700 Indonesia 3,100

Burkina 1,150 Pakistan 2,600

Mali 1,075 India 2,200

Greece 850 Thailand 1,200

Turkmenistan 800 Mexico 1,075

Argentina 325 South Korea 1,000

* Estimate

Source: U.S. Department of Agriculture

Cotton is a part of 
everyday life for almost 
every population, as this 

commodity is used in a wide 
variety of textile products.
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Commodity Insights

Soybean Oil
Introduction
Soybean oil is used to promote the fl avor of prepared foods. It is used to for 
making sauces, salad dressings and baked goods. The oil is extracted from 
the Soybeans that provide a healthy lifestyle with low content of saturated 
fat. It does not have cholesterol. It has high smoking point at which the 
oil smokes and provides a burnt smell to food being cooked. The oil is 
dark yellow to faint in color. It is a great source of healthy fats such as 
polyunsaturated fats and omega-3 fatty acids. Soybean is an ancient crop 
that is cultivated in Chinese islands few hundred years before then was 
introduced to rest of the world. Currently, it is cultivated commercially in 
Brazil, U.S., China, Argentina and India. 
Soybean is native to East Asia. Soybean was traced in 11th BC from eastern 
half of North China. The production of soybean was localized after China to 
Japan war of 1894 to 1895 in China. The shipments of soybean were made 
to Europe in 1908. The word soybean was fi rstly used in 1804. Recently, 
the annual consumption of edible oils is more than 28 billion pounds of 
American. Korea and Mexico are considered to be the highest consumers 
of US.
Soybean oil has high content of leucine, threonine, isoleucine, tryptophan, 
glutamic acid and aspartic acid. It also contains Vitamin K, A, E and C. The 
minerals such as copper, calcium, magnesium, manganese, selenium, zinc, 
phosphorus and iron are also found in it.
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Fundamental Facts
• Soybean oil has normally a shelf life of 1 year but it’s better 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 Attitudes about Nutrition Survey.

• Argentina and Brazil are the leading players in the international 
soybean oil market. 

• Fuel is one of the factors of soybean oil production. Thus, fuel prices 
are likely to affect the price of the commodity. In past 10 years, the 
increased global biodiesel production capacity has increased the 
consumption of soybean oil in Europe.

• China is the world’s largest and India 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 affect the price of 
soybean oil. The more the other cooking oils become available, the 
greater the reduction in the reliance on soybean oil as cooking oil. 

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

• Soybean cultivation requires summer, with temperature ranging 

between 20 and 30°C. Fundamentally, anything that affects the 
production of soybean will affect 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 Quantity Country Quantity

China 15,587 India 1,661

USA 10,033 Mexico 766

Argentina 8,440 Russia 735 

Brazil 7,680 Paraguay 800

European Union 2,527 Bolivia 490

Source: U.S. Department of Agriculture

It has high smoking point 
at which the oil smokes and 

provides a burnt smell to 
food being cooked.
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Commodity Insights

Soybean

Introduction
Soybeans as a commodity have a number of special features. Firstly, 
soybean trading is booming as the world market for soybeans is huge. In 
America, livestock such as cattle and pigs consume over 25 million tons 
of soybean meal, which is produced from soybeans, per year. Soybeans 
are also regarded as one of the best commodities to deal with for those 
serious about trading. The high levels of interest and demand coupled with 
high liquidity leave a lot of room for either great loss or great gain on the 
commodity market. Soybeans also have derivative components that can be 
traded at the exchanges, such as soybean oil, so as a commodity soybeans 
possess a great deal of flexibility when trading futures contracts.
The two main markets for soybeans are the food market and the fuel market. 
Soybeans are used as foodstuff all over the world for both livestock and 

humans, where they are seen as a low-cost food additive. Several large 
food companies rely on soybeans for animal feed, including pig farmers, 
chicken farmers and even fish farmers, who use a fish food composed of 
corn and soybeans. Soybeans are also used in the manufacture of biodiesel, 
which has accounted for a large price increase in soybeans options in the 
last few years. 
Soybeans were first produced and cultivated in China, but nowadays 
the United States accounts for the largest global percentage of soybean 
production at around 32%. There are 31 states in America that grow 
soybeans, with the top three being Iowa, Illinois and Indiana. Another 
main area of production is Brazil, where soybeans are on an equal footing 
with coffee and sugar as one of the main exports of the country.
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Fundamental Facts
• The weather plays a large part in the yearly yield of each crop. Poor 

weather before the crop is harvested will result in a lower yield of crops, 
which could mean that speculators trading soybean futures could lose out. 

• A second factor that has come to prominence in recent years is the spread 
of a wind-borne fungal disease known as soybean rust. This again will 
lower crop yield and quality.

• Another factor to consider when trading in soybean options is the demand 
for corn as use as ethanol. As both corn and soybeans are used to produce 
biofuel, if the demand for ethanol is higher than the demand for biodiesel 
then the farmers will use all of their fi elds to grow corn. This will therefore 
mean that the supply of soybeans decreases, and the soybean spot price 
increases.

Major Producers of Soybean in 2016

(1000 Metric Tons)

Country Quantity* Country Quantity*

USA 117,208 Paraguay 9,170

Brazil 108,000 Canada 6,450

Argentina 55,500 Ukraine 4,280

China 12,900 Russia 3,099

India 11,500 Uruguay 2,700

*Estimate

Source: U.S. Department of Agriculture

Major Exporters & Importers of Soybean in 2016

(1000 Metric Tons)

Exports Imports

Country Quantity* Country Quantity*

Brazil 61,000 China 87,000

USA 55,112 European Union 13,800

Argentina 9,000 Mexico 4,200

Paraguay 5,400 Japan 3,100

Canada 4,400 Thailand 2,800

Ukraine 2,600 Taiwan 2,600

Uruguay 2,470 Egypt 2,400

Russia 400 Indonesia 2,400

China 150 Iran 2,120

India 150 Russia 2,100

*Estimate

Source: U.S. Department of Agriculture

Soybeans were first produced 
and cultivated in China, 
but nowadays the United 
States accounts for the 

largest global percentage 
of soybean production at 

around 32%.
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Commodity Insights

Sugar
Introduction
Sugar is the umbrella term for sucrose, lactose and fructose, which are edible 
carbohydrates. It is derived from two plant sources, namely sugar cane and 
sugar beet. Sugar cane is the main source of sugar in tropical climates, 
whereas sugar beet can be farmed in much more temperate and mild 
climates, such as those in the United Kingdom. The juices of both of these 
plants are processed to produce a wide range of sugars that may be either 
white or brown in appearance. Types of white sugars include castor and 
pearl, while types of brown sugars include muscovado and piloncillo. There 
are a number of sugar commodities traded on global commodity exchanges. 
The largest producer and exporter of sugar is Brazil. India, China, Thailand, 
and Pakistan are major sugarcane producers after Brazil.

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

consumption and price trends.
• It is important to watch global sugar production and global stocks trends 

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

• Events in Brazil and China affect 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 population.

• Sugar, most of which is gotten from sugarcane, is highly weather 
sensitive. It requires frost-free climate with suffi cient rainfall during the 
growing season. Therefore, any weather condition that differs from this 
is likely to hamper sugar production.

• The increase in international crude oil prices has resulted in an increase 
in the demand for ethanol as an alternate source of energy.

• Healthcare regulations are one of the biggest threats to global sugar 
consumption. It is found that the consumption of sugar is associated 
with diabetes, obesity, and tooth decay. This may lead to the reduction 
or elimination of the use of sugar or an increased use of alternative 
sweeteners.
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Major Producers of Sugar in 2016

(1000 Metric Tons)

Country Quantity* Country Quantity*

Brazil 34,650 USA 8,155

India 27,530 Mexico 6,484

European Union 14,280 Pakistan 5,265

Thailand 9,743 Russia 5,200

China 8,830 Australia 4,900

* Estimate

Source: U.S. Department of Agriculture 

Major Importers & Exporters of Sugar in 2016

(1000 Metric Tons)

Export Import

Country Quantity* Country Quantity*

Brazil 24,350 China 6,000

Thailand 7,800 Indonesia 3,605

Australia 3,700 USA 3,031

India 3,000 European Union 3,000

Guatemala 2,255 UAE 2,460

European Union 1,500 Bangladesh 2,284

Mexico 1,280 Malaysia 2,009

Colombia 600 South Korea 1,871

Pakistan 275 Algeria 1,850

Argentina 230 Nigeria 1,470

* Estimate

Source: U.S. Department of Agriculture

Events in Brazil and China 
affect the sugar market as 
Brazil is the world’s largest 

producer of sugar, and 
China is the third largest 

producer; magnified by the 
fact that it has the second 

largest economy in the world 
and the largest population.
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Commodity Insights

Wheat
Introduction
Wheat, while coming second to maize in total production as a cereal crop, is 
in fact the most important food grain in the world, and therefore an essential 
component of the world’s commodity trading network. It is the staple food 
of millions of people all across the world, and has been ever since people 
developed advanced agricultural techniques thousands of years ago.
It is believed that wheat may have been harvested for at least 12000 years, 
so its pedigree as a food item cannot be underestimated. The crop itself is 
thought to have evolved from a type of wild grass native to the arid terrain 
of Asia Minor, although as it can fl ourish in many different climates it is 
not limited to that region. There are more varieties of wheat than any other 
cereal crops and these generally fall into two categories – winter wheat and 
spring wheat – depending in which season they were harvested.
The most special feature of the wheat commodity must surely be its 
worldwide prominence as a foodstuff. In terms of production, it sits between 
maize and rice as the second most produced food grain in the world, and 
yet despite these massive yields of it as a crop, the market never becomes 
saturated. The wheat market benefi ts from the fact that wheat can thrive in 
many different climates making production relatively easy, and it can be 

harvested in a relatively short space of time. While such a ready supply 
may not always track with demand in commodities without such worldwide 
appeal, in the case of wheat this works to its advantage as the demand for 
wheat is believed to be increasing to even higher levels. Wheat commodities 
can thus be guaranteed to have a buyer somewhere, a fact of which every 
trader in the wheat futures market will be acutely aware.

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

demand, with changing stock levels having important price implications. 
• Wheat, corn, and soybean prices tend to move together, as they can be 

substitutes and compliments both on the production and use side. 
• There are numerous uncertainties that make it diffi cult to anticipate how 

much wheat prices will move in the future
• Widespread weather problems, heavy rainfall, drought, hot dry weather 

conditions etc. affects the production. 
• Impact of U.S Dollar depreciation on wheat prices
• Policy changes (export ban or quotas)
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Major Producers of Wheat in 2016

(1000 Metric Tons)

Country Quantity* Country Quantity*

European Union 144,658 Australia 35,000

China 128,850 Canada 31,700

India 87,000 Ukraine 26,800

Russia 72,500 Pakistan 25,300

USA 62,859 Turkey 17,250

* Estimate

Source: U.S. Department of Agriculture

Major Importers & Exporters of Wheat in 2016

(1000 Metric Tons)

Export Import

Country Quantity* Country Quantity*

Russia 28,500 Egypt 11,800

USA 27,896 Indonesia 9,000

European Union 25,500 Algeria 8,200

Australia 25,500 Brazil 6,700

Canada 20,500 Bangladesh 5,800

Ukraine 16,500 Japan 5,800

Argentina 10,100 European Union 5,500

Kazakhstan 7,500 India 5,500

Turkey 5,800 Morocco 5,500

Pakistan 900 Philippines 5,500

* Estimate

Source: U.S. Department of Agriculture

It is believed that wheat 
may have been harvested 

for at least 12000 years, so 
its pedigree as a food item 
cannot be underestimated.
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► Global standards followed for MMs Quoting & Matching to allow a level and fair �eld for all the
Market Participants, in its true sense!

► Fully Customizable & Equipped with Liquidity providers to permit domestic products price discovery with 
deliverable options!

► Localized trading of globalized commodities-Simply GLOCALIZED!

► E�cient order tracking system, along with Times and Sales Stamp, Advanced Charting Facility, Client Pro�ling, Broker 
Pro�ling available leading to more transparency.

► Multiple access to traders account are possible.

► Back End Console for Broker & Clearing Member level.

Mercantile Exchange Nepal Limited
Invest - Trade - Earn

An ISO 9001:2008 Certified Exchange

www.mexnepal.com
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WHY TO TRADE IN COMMODITIES 
MARKET?

� Online Trading System

 You can watch the prices of 
commodities online through various 
devices (Desktop, Andoird, iPhone, 
iPad, Mac) and trade accordingly.

� Liquidity

 Trading in the commodity market 
removes the hassles of finding a 
counter party as experienced in the 
other financial markets. For a buyer, 
there will always be a seller and vice 
versa. 

� Round the Clock Trading Facility

 The market functions round the clock. 
So you can trade anytime anywhere. 

� Banking Transaction Only

 The flow of funds in the commodity 
markets are channelized only through 
the bank accounts. So, legitimate 
forms of banking transactions are 
involved at all times.

� Margin Trading [Leverage facility]

 Margin: The amount of equity 
contributed by a customer as a 
percentage of the current market 
value of the contract held in a trading 
account.

 The customer does not have to block 
the entire contract value for Trading.

 Example of Gold (1 KG)

 Without Margin Trading Margin Trading

Trade Amount NPR 40,00,000 NPR 86,000

Buying Price NPR 40,000 /10 Grams NPR 40,000 /10 Grams

Selling Price NPR 40,500 /10 Grams NPR 40,500 /10 Grams

Profit =40,500-40,000 =40,500-40,000

 =500/10 Grams =500/10 Grams

 =50,000/1 KG =50,000/1 KG

Returns (%) =(50,000/40,00,000)*100 =(50,000/86,000)*100

 =1.25% =58.31%

� Two-Way Trading 

 You can take advantage of price movement in the products either by 
expecting the price to go up or go down. A simple briefing of 1 kg Gold,

  Expecting the price to Increase                  Expecting the price to Decrease
 Trader bought at 36,000 & sold at 36,050   Trader sold at 36,000 & bought back at 
35,900
 thereby making profit of 50X100=5000       thereby making profit of 100X100=10000

 *Traders will have similar kind of loss if the market doesn’t move as per the expectation.

� Hedging Facility

 You can minimize or eliminate a particular risk that you face from a 
potential future price movement in the product.  

 A simple example of a farmer,

36,060
36,050
36,040
36,030
36,020
36,101
36,000
35,990
35,980
35,970

Current
Price

Future
Price

Trading Bullish Market

36,020
36,000
35,980
35,960
35,940
35,920
35,900
35,880
35,860
35,840

Current
Price

Future
Price

Trading Bearish Market

Mercantile Exchange Nepal Limited
Invest - Trade - Earn

An ISO 9001:2008 Certified Exchange

www.mexnepal.com
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Commodity Insights

Copper

Introduction
Copper has been known to mankind for thousands of years and has been 
an important metal in human development since it has similar properties 
as some, more expensive, metals. Copper is similar to silver and gold in 
many ways as the red metal is very ductile, malleable and it can very easily 
conduct heat and electricity.
While copper may share some similarities with the precious metal group, 
copper’s extremely cheap price causes the metal to have far more uses 
in industrial applications. Copper is used throughout wiring systems as 
well as in plumbing and circuit boards as well. In addition to copper wire 
and copper piping, the reddish-orange metal is used in power generation 
and transmission, heating and cooling systems, and telecommunications 
equipment, ensuring that the metal remains a crucial aspect of modern 
industrial life.
Likewise, according to the International 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 
versatility.

Fundamental Facts
• Copper is used in special tools and military applications due to its non-

magnetic and non-sparking features.
• Chile accounts for over one-third of world’s copper production 

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 effectiveness.

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

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

• The other key factors that affect the price of copper are supply side, 
substitution effects, emerging market demand, demand from China and 
production of copper.

• The copper market is expected to remain essentially balanced in 2016 
and 2017 from the projection of ICSG. There will be a small defi cit of 
127,000 t and a surplus of 175,000 t for 2016 and 2017, respectively, 
forecast at October 2015 meeting.

• 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 conductivity. It is good 
conductor of   electrical current better 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 lifetime for lifestyles, necessities, and health.
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Major Producers of Copper in 2016

(Metric Tons)

Country Quantity Country Quantity

Chile 5.50 Million Congo 910,000

Peru 2.30 Million Zambia 740,000

China 1.74 Million Canada 720,000

USA 1.41 Million Russia 710,000

Australia 970,000 Mexico 620,000

Source: US Geological Survey

Major Exporters & Importers of Copper in 2016

(Billion USD)

Export Import

Country Value Country Value

Chile 15.1 China 33.2

Germany 10.5 Germany 9.1

Japan 6.4 USA 7.5

USA 6.3 Italy 5.6

China 5.8 South Korea 5.1

Zambia 3.9 Taiwan 4.3

South Korea 3.7 India 3.3

Italy 3.7 France 3

Taiwan 3.5 Thailand 3

Russia 3.3 Belgium 3

Source: International Trade Center

Copper is used in special 
tools and military applications 
due to its non-magnetic and 

non-sparking features.
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Commodity Insights

Brent Crude
Introduction
Brent Crude is a major trading classifi cation of sweet light crude oil that 
serves as a major benchmark price for purchases of oil worldwide. This 
grade is described as light because of its relatively low density, and sweet 
because of its low sulphur content. Brent Crude is extracted from the North 
Sea and comprises Brent Blend, Forties Blend, Oseberg and Ekofi sk crudes. 
The Brent Crude oil marker is also known as Brent Blend, London Brent and 
Brent petroleum.
Originally Brent Crude was produced from the Brent oilfi eld. The name 
“Brent” comes from the naming policy of Shell UK Exploration and 
Production, operating on behalf of ExxonMobil and Royal Dutch Shell, 
which originally named all of its fi elds after birds. But it is also a backroom 
or mnemonic for the formation layers of the oil fi eld: Broom, Rannoch, 

Etive, Ness and Tarbert. Petroleum production from Europe, Africa, and the 
Middle East fl owing West tends to be priced relative to this oil, i.e. it forms 
a benchmark.
Brent blend is a light crude oil (LCO), though not as light as West Texas 
Intermediate (WTI). It contains approximately 0.37% of sulphur, classifying 
it as sweet crude, yet not as sweet as WTI. Brent is suitable for production 
of petrol and middle distillates. It is typically refi ned in Northwest Europe. 
Brent Crude has an API gravity of approximately 38.06 which
is equivalent to a specifi c gravity of 0.835.
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World Oil Demand

Source: OECD/IEA Source: OECD/IEA

World Oil Supply

Fundamental Facts
• Brent Crude works as hedging and benchmark for most of the oil 

commodities. WTI, LLS, Mars, and Dubai are priced relative to the 
Brent’s prices. It accounts for less than 1% of the world crude oil 
production but helps to determine the price of more than 60% of the 
internationally-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 
relative gauge for the pricing of all the oils.

• Gasoline and middle distillates such as kerosene, diesel, jet fuel and 
heating oil are produced from Brent crude when refi ned.

• Brent crude price is affected by any events of global economy, so it is 
affected by political 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 ation; the result 
can lead to recession of oil consuming countries.

• Brent Crude price will fl uctuate if there is any disruption on the physical 
market due to geopolitical events, logistic issues and changing global 
demand.

• Producers and marketers of Brent can minimize the risk of price 
fl uctuations 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.

Brent Crude is extracted from 
the North Sea and comprises 
Brent Blend, Forties Blend, 

Oseberg and Ekofisk crudes 
The Brent Crude oil marker 

is also known as Brent Blend, 
London Brent and Brent 

petroleum.
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Commodity Insights

Crude Oil

Introduction
If you think of oil mainly as fuel to power cars, trains, 
jets, and ships, you’re only seeing a tiny piece of the 
puzzle. Oil is a major component in the manufacture 
of plastics, synthetic textiles, fertilizer, computers, 
cosmetics, and even steel. In fact, less than half of a 
42-gallon barrel of oil actually goes to fuels production; 
the rest is used to make consumer goods. It’s estimated 
that the average American uses about three gallons of petroleum products 
per day.
Although the market for oil is global, oil trading has clustered around 
several primary regions. The crude oil in each of these regions has slightly 
different characteristics, typically referred to in terms of viscosity (light 
versus heavy) and sulfur content (sweet versus sour). Each of the major 
trading regions has established benchmarks to track price movements in 
oil commodities. 
Crude oil is one of the better commodities to trade. It is a very active 
market and it is well known with investors around the world. There is 
usually no shortage of news to cause the price of oil to move from day to 
day. This presents many good trading opportunities, whether you focus on 
day trading futures or you are a longer-term trader or investor.

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

Canada, Iran, and Iraq respectively.
• 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 
internationally.

• The new technological process of extraction of oil used is known as 

hydraulic fracturing or fracking.
• Shipping availability, freight rates, market trading 
activities and strategies infl uence international crude oil 
prices.
• Short term decision of the oil producing countries, 
changes in economic conditions or sentiment in both the 
short and longer term, investment in new oil production/ 

refi ning capacity affects crude oil prices.
• World’s oil prices move together due to arbitrage and it may cause 

infl ation and affects the pricing of almost everything.

OPEC Proven Crude Oil reserves, at end of 2016
According to current estimates, 81.5% of the world’s proven crude oil 
reserves are located in OPEC Member Countries, with the bulk of OPEC oil 
reserves in the Middle East, amounting to 65.5% of the OPEC total.
OPEC Member Countries have made signifi cant additions to their oil 
reserves in recent years, for example, by adopting best practices in the 
industry, realizing intensive explorations and enhanced recoveries. As 
a result, OPEC’s proven oil reserves currently stand at 1,216.78 billion 
barrels.

Non-OPEC
275.38 billion

barrels
18.5%

OPEC
1,216.78 billion

barrels
81.5%

� Venezuela � Saudi Arabia � IR Iran � Iraq � Kuwait
� UAE � Libya � Nigeria � Qatar
� Algeria � Angola � Ecuador � Gabon
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Top 10 Producers of Crude Oil in 2016

(Million barrels Per Day)

Country Quantity Country Quantity

Russia 10.55 China 3.98

Saudi Arabia 10.46 Canada 3.66

USA 8.87 UAE 3.10

Iraq 4.45 Kuwait 2.92

Iran 3.99 Brazil 2.51

Source: US Energy Information Administration

Oil is a major component in 
the manufacture of plastics, 
synthetic textiles, fertilizer, 

computers, cosmetics, and 
even steel.

OPEC Share of World Crude Oil reserves, 2016

(Billion barrels, OPEC Share)

Venuzuela 302.25 24.80%

Saudi Arabia 266.21 21.90%

IR Iran 157.20 12.90%

Iraq 148.77 12.20%

Kuwait 101.50 8.30%

UAE 97.80 8.00%

Libya 48.36 4.00%

Nigeria 37.45 3.10%

Qatar 25.24 2.10%

Algeria 12.20 1.00%

Angola 9.52 0.8%

Ecuador 8.27 0.7%

Gabon 2.00 0.2%

Source: OPEC Annual Statistical Bulletin 2017

Major Exporters & Importers of Crude Oil in 2016

(Billion USD)

Exports Imports

Country Value Country Value

Saudi Arabia 136.2 China 116.2

Russia 73.7 USA 108.1

Iraq 46.3 India 60.9

Canada 39.5 Japan 50.8

UAE 38.9 South Korea 44.2

Kuwait 30.7 Netherlands 29.3

Iran 29.1 Germany 28.7

Nigeria 27 Italy 18.9

Angola 25.2 Spain 18.7

Norway 22.6 France 17.9

Source: The World Factbook
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Commodity Insights

Heating Oil
Introduction
Heating oil is a type of fl ammable fuel, commonly used in portable heaters 
and boilers. It is a refi ned by-product of crude oil, formed when crude oil 
is broken down and its constituent parts are separated. Heating oil gained 
popularity in the 1920s with the invention of the oil burner, which replaced 
coal as the primary method of heating the home. Coal had several attributes 
that made it less than ideal as a fuel for the home: it was messy, it required 
signifi cant effort by the home-owner to be used effi ciently and more 
importantly, it was prohibitively expensive. Heating oil was a much more 
attractive alternative as it was cleaner, cheaper and easier to use. Heating 
oil is still used today, and heating oil futures are heavily traded, leading to 
opportunities for profi t for the savvy trader.
Heating oil is valuable as a commodity for a number of reasons. Perhaps 

the most important factor to consider when embarking upon heating oil 
trading for either futures or options is that the many homes that have no 
access to natural gas heating supplies rely solely on heating oil to provide 
heat during the winter months. This essentially produces a captive market. 
There are approximately 8.1 million homes in the US that are believed to 
rely on heating oil as their only source of heating, and so each winter there 
will always be a heavy demand for the product. Those trading in heating 
oil futures and options will attempt to capitalize on this yearly window 
of opportunity, planning strategies for trading accordingly. Experienced 
heating oil traders will keep track of weather patterns that may affect heating 
oil prices, and plan their trades around them.

The heating oil market is also 
intrinsically linked with the 

crude oil market, as heating 
oil is a direct by-product of 

crude oil.
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Fundamental Facts
• Heating oil trading is a very seasonal affair, with demand being its 

highest just before the winter months. Heating oil prices obviously 
increase in these times accordingly. Mild winters can, however, lower 
the perceived demand for heating oil and thus the price of heating oil 
options will decrease as well. 

• The heating oil market is also intrinsically linked with the crude oil 
market, as heating oil is a direct by-product of crude oil. This can mean 
that as oil prices increase, so does the heating oil price. 

• Furthermore, as there have been no new oil refi neries built in the US for 
the last 3 decades, only so much heating oil can be produced each year, 
and this amount will decrease as refi neries shift their attentions to the 
increased demand for gasoline. 

• Also, if new methods are found to heat the homes that have the greatest 
need for heating oil, then the price of heating oil futures will drop 
considerably.
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Commodity Insights

Natural Gas
Introduction
Natural gas is a gas that consists primarily of methane and is an important fuel 
source around the world. Natural gas is generally created using one of two 
mechanisms: biogenic and thermogenic. Biogenic is created by methanogenic 
life forms that exist in shallow waters or landfi lls while further down in the 
earth thermogenic gas is created from organic material that has been buried for 
a great deal of time.
Natural gas is a major source of power generation, especially for heating and 
cooling systems in the U.S. Generally, the product is used to either power gas 
turbines or burned to create steam and power steam turbines instead. The fuel is 
often preferred to coal or oil since it is far cleaner and produces less greenhouse 
gases than its other fossil fuel cousins.
Furthermore, since the fuel has a very low density, piping the fuel across 
oceans or in cargo ships is impractical ensuring that gas demand is a much 
localized business. However, natural gas has seen some developments in this 
respect in the last few years thanks to the advent of Compressed Natural Gas 
or CNG. This fuel is generally considered ‘greener’ than gasoline and since it 
is very abundant in major gasoline consuming markets such as the U.S. some 
have called for increased reliance on the fuel for transportation.

Fundamental Facts
• Oil is the substitute product of natural gas so the price of oil affects 

the price of natural gas. If the price of oil rises, people may shift to the 
consumption 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 decline of economic growth of 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 climatic conditions also affect the production 
and supply of natural gas thus hitting the gas prices.

• The demand for natural gas increases tremendously in winter because 
residential and commercial end users consume natural gas for heating, 
which increases the demand and pushes the price upward.

• The environmental and political policies of the major producing and 
consuming countries also affect the price. Favorable policies increase 
the production and consumption whereas unfavorable policies reduce 
production and consumption drastically.

• The high storage levels of natural gas reduce the price whereas reduction 
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 affect the demand and price of natural 
gas. 

• As the shale gas extraction level is increasing, the supply tends to increase 
thus reducing the price. Also, the high drilling rate increases the supply.
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Major Producers of Natural Gas in 2016

(Billion Cubic Meter)

Country Quantity Country Quantity

USA 750 China 137

Russia 628 Norway 120

Iran 190 Algeria 97

Qatar 167 Saudi Arabia 90

Canada 165 Turkmenistan 78

Source: Global Energy Statistical Yearbook 2017

Major Consumers of Natural Gas in 2016

(Billion Cubic Meter)

Country Quantity Country Quantity

USA 782 Canada 111

Russia 423 Germany 91

China 203 Saudi Arabia 90

Iran 188 UK 82

Japan 127 UAE 74

Source: Global Energy Statistical Yearbook 2017

Natural gas has seen some 
developments in this respect 
in the last few years thanks 

to the advent of Compressed 
Natural Gas or CNG.
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Since the inception, MEX Nepal has been working to garner domestic and international presence by initiating various 
associations with renowned and revered organizations. With the affiliations, comes the responsibility to work towards the 
statutes of the corresponding associations thereby adhering to the codes of conducts and principles. The culture practiced 
at MEX Nepal is supremely defined by these associations which has lead us to incorporate qualitative domestic and 
international practices into our own way of doing things. 

Domestic & International Affiliations

With great power, comes great responsibility...
   & our responsibility is to bring the best to you !

Domestic Affiliations: 

Member of Management Association of Nepal

Member of Nepal Chamber of Commerce

Member of FNCCI

Member of National Business Initiative

MoU with Mid Valley International College

International Affiliations:  

Member of SAFE

CME Group Chicago

MEX Nepal An ISO 9001:2015 Certified Exchange

Member of AFM

Part of Dun & Bradstreet Global Database

MoU with Mercantile Exchange of Belize

MoU with Royal Securities Exchange of Bhutan

MoU with Afghanistan Global Commodity Exchange Limited

MoU with Mercantile Exchange of Madagascar



MEX NEPAL YEAR BOOK 2016 | 5

Commodity

Insights

PRECIOUS METALS
�Gold�  �Palladium�

�Platinum�  �Silver�



Commodity Insights

Gold

Introduction

For thousands of years, gold has occupied a unique role in the fi nancial 
systems of cultures worldwide. Unlike virtually every other commodity, 
gold has value far beyond its applications in industry. While business sectors 
including dentistry, electronics and jewelry use gold in their products, there 
is simply not enough commercial demand to explain the very high price 
markets assign to the yellow metal. However, the high price is no mystery. 
Since the beginning of civilization, humankind has viewed gold as a proxy 
for money and wealth. This reality has made it one of the most fascinating 
and misunderstood commodities.
The supply of above-ground gold is limited. Gold deposits are diffi cult to 
fi nd, and extracting the metal from gold mines is an expensive and time-
consuming endeavor. Analysts estimate that the total supply of gold in the 
world is around 170,000 tonnes, which if melted in to a cube would measure 
21 meters on each side. Put another way, if all of this gold covered Centre 
Court at Wimbledon, it would rise to 9.8 meters above the ground.
After it is mined, refi ners process gold into bars and sell them. Buyers then 
transform these gold bars into items such as coins, jewelry and electronic 
components, or they store the bars and hold them as an investment.
As with supply, gold market demand is also international and includes a 
variety of different industries and traders. Fast-growing Asian economies 
including India and China have increased their demand for gold in recent 
years.

Fundamental Facts
There are several common factors that typically move the price of gold:
1. Supply and demand – As with any commodity, the balance between 

output and market demand determines price levels. When supply 
levels diminish, prices tend to go up. Factors such as political unrest in 

countries with large gold mining projects or increases in mining input 
costs (such as the price of oil) can constrain supply. On the other hand, 
discoveries of new gold deposits or declines in input costs can increase 
supply. One factor that consistently affects supply is the price of gold 
itself. When gold prices increase, mining gold becomes more profi table, 
so more supply comes on to the market. The opposite happens when 
prices decline. Similarly, changes in demand from industry, traders, 
central banks or sovereign wealth funds can move gold prices.

2. Central bank policies – The actions of central banks can have a big 
impact on gold prices in two ways. First of all, central banks make 
decisions to contract or grow the money supply in their countries. 
These decisions ultimately drive investment demand for gold since fi at 
currencies (e.g., US dollar and euro) compete with gold as a store of 
value and a form of money. Secondly, central banks hold large gold 
reserves. Their decisions to accumulate or sell reserves can move the 
gold market.

3. Economic data – Economic data, particularly in the United States, 
can impact gold prices. Because the US dollar is generally viewed 
as the world’s reserve currency, weak employment or GDP numbers, 
for example, often result in a weaker dollar against other currencies. 
Typically, gold benefi ts from US dollar weakness as it is a competing 
form of money.

4. Demand for fi nancial instruments that invest in gold – Investment 
instruments such as exchange-traded funds (ETFs) represent an 
increasingly important segment of gold investing. Most gold ETFs 
purchase physical gold and store it for their traders although some 
ETFs invest in gold futures, options or other gold derivative products. 
Demand for these instruments can impact gold prices.
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Top 10 Producers of Gold in 2016

(Metric Ton)

Country Quantity Country Quantity

China 455 Peru 150

Australia 270 South Africa 140

Russia 250 Mexico 125

USA 209 Indonesia 100

Canada 170 Uzbekistan 100

Source: US Geological Survey

Gold Supply and Demand

(Metric Ton)

Supply 2015 2016

Mine Production 3,233 3,236

Net Producer Hedging 13.5 26.3

Recycled Gold 1,116.5 1,308.5

Total Supply 4,363.1 4,570.8

Demand 2015 2016

Jewelry 2,428.9 1,981.9

Technology 332 322.5

Total Bar and Coin 1,047 1,029.2

ETFs and similar products -128.3 531.9

Central Banks 576.5 383.6

Total Demand 4,256.1 4,249.1

Surplus/Defi cit 107 321.7

Source: World Gold Council

Since the beginning of 
civilization, humankind has 
viewed gold as a proxy for 

money and wealth.
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Commodity Insights

Palladium
Introduction
Palladium is a type of precious metal. It was discovered relatively recently 
in human history, in 1803, and is silver/white in color. Palladium is similar 
in many respects to platinum, with which it shares several of its most useful 
qualities. It is an extremely resilient metal, being resistant to damage from 
heat or exposure to other chemicals, and is also diffi cult to tarnish. It is also 
extremely ductile and so can be easily shaped and worked. One of its more 
unique qualities is its ability to absorb large amounts of hydrogen, up to 900 
times its own volume. Palladium is considered to be a chemically stable 
metal.
Palladium has several special features as a commodity. One of the most salient 
features to note for traders in futures contracts is that palladium, despite its 
status as one of the main internationally traded precious metal commodities, 
has not seen such a signifi cant rise in price as other precious metals like 
gold or silver. This does not refl ect on the quality or usefulness of palladium 
as a material however, as it is estimated that one out of every four goods 
manufactured today will contain at least one component made from either 
palladium or platinum, owing to their admirable qualities as materials, as 
described above. This means that the market for palladium is large while the 
palladium price per ounce is currently comparatively low, which an enticing 
combination for those involved in commodity is trading. 

Palladium is also different to gold in terms of investment, in that prices of 
gold usually rise when the economy is in a slump. Palladium price charts will 
show that the opposite is true of the palladium price however; it decreases 
when the economy is down. Palladium trading is therefore a potentially 
lucrative source of income for the attentive speculator on the commodity 
market. Palladium has a wide variety of uses, and this is refl ected in the 
number of consumer and business markets in which it appears. Palladium 
enjoys status as luxury material used in the construction of jewelry, in much 
the same way as platinum. It is also favored for use in many electronic 
applications, where it provides components for computers, mobile phones 
and televisions. Palladium also has more industrial uses, such as its use in 
hydrogen isotope storage and in groundwater treatment. The manufacture of 
fuel cells is another industrial application which is reliant on palladium’s 
ability to store hydrogen.
In terms of production, Russia is believed to be the most prolifi c producer of 
palladium, providing around 70% of the world’s supply. South Africa makes 
up most of the remaining percentage; partly owing to the fact that palladium is 

Palladium also has more 
industrial uses, such as its use 
in hydrogen isotope storage 

and in groundwater treatment. 
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also produced as a by-product of nickel mining. The largest consumer market 
for palladium is the automotive industry at present, with palladium frequently 
replacing platinum as the material of choice for a number of components.

Fundamental Facts
• Palladium is a rare metal, 30 times rarer than gold. Supplies are also 

fi nite, and as it grows in popularity as a raw material, it is likely that 
demand will start to signifi cantly outstrip supply, which will drive 
palladium prices and the price of palladium futures up.

• Any resurgence in the jewelry market will likely see palladium rise in 
price. 

• The same can be said for any increase in the automotive industry, where 
palladium is frequently used in catalytic converters. 

• Any growth in the economy that leads to expansion of the automotive 
industry will have a marked effect on palladium trading.

Top Producers of Palladium

(‘000 Kilograms)

Country 2015 2016

Russia 81 82

South Africa 83 73

Canada 21 23

USA 12.5 13.2

Zimbabwe 10 10

Other Countries 8.3 6.6

World Total (rounded) 216 208

Source: US Geological Survey

Palladium Supply & Demand

(‘000 Ounce)

Supply 2014 2015 2016

South Africa 2,125 2,684 2,571

Russia 2,589 2,434 2,487

Others 1,389 1,326 1,427

Total Supply 6,103 6,444 6,485

Demand 2014 2015 2016

Autocatalyst 7,500 7,655 7,840

Jewelry 272 225 215

Industrial 2,001 2,039 1,987

Investment 943 -659 -357

Total Demand 10,716 9,260 9,685

Recycling -2,752 -2,460 -2,459

Total Net Demand 7,964 6,800 7,136

Source: Johnson Matthey
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Commodity Insights

Platinum
Introduction
Platinum is a metal that is a silvery-white in color. It is considered to be 
a precious metal, thirty times rarer than gold, and until recently in human 
history has been very diffi cult to implement in any practical fashion, due 
to the diffi culty metal smiths faced in tempering it. Previously it had to be 
mixed with iridium in order to be moldable, but this changed in the 20th 
century with the advent of new metal-smithing techniques: this new ease of 
means platinum now has many of the qualities necessary for inclusion in the 
global commodity trading system. Platinum has incredibly high temperature 
resistance, and has highly rated electrical properties. It also does not oxidize 
on contact with the air.
Platinum, as a precious metal, obviously has signifi cant appeal. It is one 
of the rarest metals in the world, and is only found in its pure form in two 
geographical regions: South Africa and Russia. Despite its rarity, platinum 
is still considered to be an extremely useful substance, so the demand for it 
is always increasing. 
The main consumer market for the platinum commodity is the jewelry 
market, which accounts for approximately 51% of the global platinum 

consumption. Platinum is also used in the automotive industry, as a key 
component of catalytic converters and as a catalyst in fuel cells. It is also 
gaining prominence as a component of chemotherapy in the battle against 
cancer, and can be seen in other hospital equipment such as thermometers 
and electrodes. A share of the consumer market is also devoted to petroleum 
refi ning, so it is clear that platinum is a multi-faceted material. Japan and 
the United States are the main consumers of platinum globally, with Japan 
consuming approximately 85% of all the platinum jewelry that is produced. 
Around 80% of the world supply of platinum originates from South Africa, 
with the rest mostly residing in Russia. A small quantity can be found in 
North America, but this only accounts for 6% of the global share.

Fundamental Facts
• The platinum price (particularly the platinum futures price) is most 

affected by the increasing demand for the metal, which shows no sign of 
abating. 

• When this is combined with the diffi culty in procuring platinum due 
to limited geographical areas from where it can be mined, it is easy to 
appreciate why the price of platinum options and futures is generally so 
high. 

• With so much platinum tied up in the consumer goods market, the price 
of platinum options can be affected by consumer trends with regard to 
jewelry. If platinum jewelry falls out of favor, the price of platinum 
could drop considerably. 

• The potential for loss or gain is massive in platinum trading, and for this 
reason it is often mesmerizing to market traders. 

• Another factor that affects the platinum price is the price of palladium, 
a precious metal with similar qualities: it is suitable as a substitute for 
platinum in many areas of use.
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Top Producers of Platinum - 2016

(‘000 Kilograms)

Country 2015 2016

South Africa 139,000 120,000

Russia 22,000 23,000

Zimbabwe 12,600 13,000

Canada 7,600 9,000

USA 3,670 3,900

Others Countries 4,000 3,400

World Total (rounded) 189,000 172,000

Source: US Geological Survey

Platinum Supply & Demand

(‘000 Ounce)

Supply 2014 2015 2016

South Africa 3,547 4,571 4,347

Russia 700 670 652

Others 896 868 1,008

Total Supply 5,143 6,109 6,007

Demand 2014 2015 2016

Autocatalyst 3,120 3,267 3,318

Jewelry 2,897 2,829 2,572

Industrial 1,776 1,749 1,954

Investment 277 451 487

Total Demand 8,070 8,296 8,331

Recycling -2,071 -1,730 -1,902

Total Net Demand 5,999 6,566 6,429

Source: Johnson Matthey

Platinum, as a precious metal, 
obviously has significant 

appeal. It is one of the rarest 
metals in the world, and is 
only found in its pure form 

in two geographical regions: 
South Africa and Russia.
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Commodity Insights

Silver

Currently, the main business market for silver is the industrial sector, where 
it is employed in batteries, TVs, and other electrical equipment such as 
microcircuits. Silver is also favored for use in color paper for printers and 
this helps to offset the reduced use of silver in photograph development 
as digital photography rises to prominence. The jewelry market is another 
major contributor to the silver trade, as is the silverware market. 
Silver has additional qualities that make it attractive to commodity brokers 
and other traders of commodities. Its relationship to gold is one of the most 
salient qualities. Gold and silver generally trade within a range of 20-70 
ounces of silver to the price of gold. This ratio fl uctuates constantly, and 
allows those involved in silver trading who are monitoring the market to sell 
their silver and buy gold or vice versa as the prices dictate. Silver can also 
possibly act as a substitute for gold and hence act an alternative currency, 
as although both metals possess similar qualities silver is markedly cheaper 
on the market.

Fundamental Facts
• Factors that infl uence the silver spot price and price of silver futures 

include increased demand for industrial applications and the hardship 
in founding new silver mines, both of which will raise the price of 
silver options. 

• Silver prices can also be affected by companies stockpiling silver, 
which they are known to do when prices begin to rise as it is a crucial 
component of many electronic devices. This will drive demand up and 
increase the spot price also. 

• The rising and falling of the value of the dollar can also interfere with 
daily silver prices and silver futures prices in America, as most silver 
is imported from outside of the United States. Mexico is the largest 
producers of the silver, followed by Peru and China.

Introduction
Silver has had a rich history as one of the world’s most important metals for 
monetary exchange and for ornamentation purposes. Although no country 
today uses silver in a precious metal backed currency, demand for the 
product has picked up thanks to declining confi dence in fi at currencies and 
the metal’s relatively cheap price when compared to others in the precious 
metal group. Furthermore, unlike gold, silver has a variety of industrial 
uses that ensures that demand for the product will remain high should 
currencies like the dollar remain stable.
Silver has many special features as a commodity. Firstly, it has a huge array 
of industrial uses. It can be used as electrical components in computers 
and household appliances such as washing machines. It also has less 
conventional uses, such as in photograph development and in odor control 
in shoes and clothes. It is also more commonly being used in trace amounts 
in bandages and is still used in X-rays. Silver also currently enjoys a 
relatively low cost when compared to other commodities such as oil and 
gold. This is in stark contrast to the beliefs espoused by many industry 
experts: silver is one of the best investments a speculator on the commodity 
market can make.
Silver has appeal as an investable asset for several reasons. First, if 
investors continue to lose faith in the fi at currencies and the U.S. dollar in 
particular, demand for silver could rise. This is especially true in emerging 
markets where other precious metals remain out of reach but silver is still 
a relatively inexpensive option on a per ounce price basis. Silver is also 
seen as a potential hedge against infl ation allowing investors to protect 
at least part of their portfolio from this phenomenon. Lastly, since silver 
has a number of industrial uses, investors can consider silver a play on 
increased manufacturing or industrial activity as the product is needed in 
a number of applications ranging from batteries and electronics to medical 
and photographic materials.
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Top Producers of Silver - 2016

(Metric Ton)

Country Quantity Country Quantity

Mexico 5,600 Poland 1,400

Peru 4,100 Russia 1,400

China 3,600 Bolivia 1,300

Chile 1,500 USA 1,100

Australia 1,400 Other Countries 5,400

Source: US Geological Survey

Silver Supply & Demand

(Million Ounce)

Supply 2015 2016

Mine Production 890.8 885.8

Scrap 141.1 139.7

Net Hedging Supply 7.8 -18.4

Total Supply 1,039.7 1,007.1

Demand 2015 2016

Jewelry 228.3 207

Coins & Bars 290.7 206.8

Silverware 62.9 52.1

Industrial Fabrication 569.6 561.9

Total Demand 1,151.5 1,027.8

Surplus/Defi cit -111.8 -20.7

Source: Silver Institute, Thompson Reuters

Silver prices can also be 
affected by companies 

stockpiling silver, which they 
are known to do when prices 
begin to rise as it is a crucial 

component of many electronic 
devices.
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Macroeconomic
Indicators -
Nepal

In the fi scal year 2016-17, the overall economic 
activity of Nepal has been encouraging. Due to 
a plethora of reasons including the favorable 
monsoon, increase in the capital expenditure, 
energy management and improvement in the 
investment environment lead to an expansion of 
economic activities. As a result, the GDP at basic 
price is expected to grow by 6.94 percent in the 
current fi scal year, the highest since the 1993/94 
fi scal year. The economy which had previously 
due to the earthquake and unoffi cial blockade is 
on the road to recovery and expansion. 
During the period, the agricultural and non-
agricultural sectors are estimated to grow by 5.29 
and 7.74 percent respectively. In the previous 
fi scal year, the growth rates were 0.03 and 0.16 
percent respectively. Likewise, the service sector 
and industrial sector are estimated to grow by 
6.9 percent and 10.97 percent respectively in the 
current fi scal year. 
Nepalese economy is in the stage of structural 
transformation as the share of service sector 

is increasing while that of agriculture sector is 
decreasing. The share of agriculture and non-
agriculture sectors to GDP are estimated to remain 
at 29.37 percent and 70.63 percent respectively in 
fi scal year 2016/17. 
The share of gross domestic savings in GDP is 
estimated to grow by 6.43 percentage points in 
fi scal year 2016/17 as compared to the previous 
fi scal year. Such share is estimated to be 10.25 
percent in the current fi scal year. Likewise, the 
ratio of gross national savings to GDP is estimated 
to remain at 43.78 percent. Such ratio stood at 
39.96 percent in the previous fi scal year. 
Infl ation has remained low in fi scal year 2016/17 
as compared to last few years. In the fi rst eight 
months of the current fi scal year, consumer price 
infl ation stood at 5.1 percent on average. Such 
rate was 9.7 percent in the corresponding period 
of the previous fi scal year. Growth in agricultural 
production and improvement in overall supply 
situation are attributable for such a low infl ation 
rate in the current fi scal year.

Food production has increased as a result of 
favorable monsoon and easy availability of 
agricultural inputs including chemical fertilizer. 
It is estimated to grow by 13.0 percent to 9.74 
million metric ton in fi scal year 2016/17 as 
compared to the previous fi scal year. Of the 
food production, paddy/rice production recorded 
the highest growth of 21.6 percent reaching 
5.23 million metric ton in the current fi scal 
year. Likewise, production of other food crops, 
cash crops, industrial and spice crops have also 
increased. Irrigation facility has been expanded 
to additional 9,775 hectares of land in the current 
fi scal year.
Employment is estimated to grow by more than 
3 percent as a result of the economic growth of 
the current fi scal year. The number of individuals 
going for foreign employment by obtaining work 
permit is 186,166 in the fi rst eight months of 
current fi scal year. Of the labor force going for 
foreign employment, 24.5 percent have been 
trained workers.
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Fiscal Year 07/08 08/09 09/10 10/11 11/12 12/13 13/14 14/15 15/16 16/17*

Per Capita GDP US Dollar 491 497 610 714 702 708 725 766 746 853

Real GDP (in basic 
price)

Rs in billion 522 543 566 588 615 638 674 694 694 743

Agriculture Rs in billion 198 204 208 217 227 230 241 243 243 256

Industry Rs in billion 86 85 89 93 95 98 105 106 99 110

Service Rs in billion 261 277 293 303 319 337 358 374 382 408

Per Capita GDP (in 
current price)

Rs. 31946 38172 45435 51594 56880 62283 71225 76201 79325 90521

Consumer Price 
Index#

Annual % 
Change 

5.9 12.6 9.6 9.6 8.3 9.9 9.1 7.2 9.9 5.9

GDP Defl ator^ Annual % 
Change 

5.6 16 14.4 11 7 6.1 9 5 5 8

Revenue /GDP In % 13.2 14.5 14.9 14.7 16 17.5 18.2 19.1 21.4 22.3

Tax Revenue/GDP In % 10.4 11.8 13.4 13 13.9 15.3 15.9 16.7 18.7 19.5

Non-Tax Revenue/
GDP

In % 2.8 2.7 1.5 1.5 2.1 2.2 2.2 2.3 2.7 2.8

Total Government 
Expenditure /GDP

In % 18.4 19.8 22.2 21.8 21.6 22.2 22.1 25 26.7 36

Recurrent 
Expenditure/GDP

In % 11.2 12.9 12.7 15.4 15.9 14.6 15.5 15.9 16.5 21.6

Capital 
Expenditure/GDP

In % 6.6 7.4 7.6 3.5 3.4 3.2 3.4 4.2 5.5 10.1

Due to a plethora of reasons 
including the favorable 

monsoon, increase in the 
capital expenditure, energy 

management & improvement 
in the investment environment 

lead to an expansion of 
economic activities.
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Fiscal Year 07/08 08/09 09/10 10/11 11/12 12/13 13/14 14/15 15/16 16/17*

Principal Payment/
GDP

In % 2 1.9 1.5 1.3 1.3 2.1 2.1 3 3.1 1.7

Budget Defi cit/GDP In % 4.1 5 3.5 3.6 3.4 1.5 2 3.8 3.1 6.5

Total Outstanding 
Debt

Rs. in billion 375.6 425.1 440.4 443.7 523.2 545.3 553.5 544.9 627.8 624.5

Outstanding 
Domestic Debt

Rs. in billion 116 125.7 148.1 184.2 214 211.9 206.7 201.7 239 233.2

Outstanding 
Foreign Debt

Rs. in billion 250 277 256.2 259.6 309.3 333.4 346.8 343.3 388.8 391.3

Per capita 
Outstanding Debt 

Rs 14711 16416 16773 16749 19488 20041 20068 19493 22159 21749

Remittance Income Rs. in billion 142.7 209.7 231.7 253.6 359.6 434.6 543.3 617.3 665.1 699

Total Domestic 
Credit/ GDP

In % 53.6 56.2 66.8 66.2 64.8 68.8 66.9 71.7 80.3 86.9

Private Sector 
Credit/ GDP

In % 41.7 44.4 53.5 52.9 52.7 57.4 58.6 64.5 75.3 78.1

Net Government 
Credit/GDP

In % 10.7 10.6 11.4 11.9 10.6 9.9 7.2 6 3.9 7.7

Narrow Money 
Supply/GDP

In % 18.9 19.9 17.8 16.2 17.2 17.7 18.1 19.9 22.4 22.1

Current Deposit/  
GDP

In % 6.6 7.2 6.1 5.9 6.1 6.2 6.5 7.3 7.8 7.3

Broad Money 
Supply/ GDP

In % 60.7 63.8 68.8 67.1 74 77.6 79.7 88.2 99.9 100.2

Fixed and Saving 
Deposits/ GDP

In % 41.8 43.9 51 50.8 56.4 59.8 61.6 68.2 77.5 78.1

Current Account 
Balance

Rs. In billion 23.7 41.4 -28.1 -12.9 76.0 57 89.7 108.3 140.4 -4.6

Export/GDP In % 7.3 6.9 5.1 4.7 4.9 4.5 4.7 4 3.1 3

Import/GDP In % 27.2 28.8 31.4 29 30 32.8 36.4 36.4 34.4 37.4

Trade Defi cit/GDP In %  -19.9 -21.9 -26.3 -24.3 -25.4 -28.3 -31.7 -32.4 -31.3 -34.4

Income from 
Tourism/GDP

In % 2.3 2.8 2.4 1.8 2 2 2 2.5 1.9 2.1

Expenditure on 
Tourism/GDP

In % 2.6 3.2 2.7 2 2 2.3 2.1 2.5 2.5 2.7

Remittance Income/
GDP

In % 17.5 21.2 19.4 18.5 23.5 25.6 27.7 29 29.6 26.9

Current Accounts 
Balance/GDP

In % 2.9 4.2 -2.4 -0.9 5 3 4.6 5.1 6.2 -0.2

Balance of 
Payments

Rs in billion 29.7 44.8 -3.3 4.09 131.63 68.94 127.13 145 189 51

Foreign Exchange 
Reserves

Rs in billion 212.6 286.5 268.9 272.2 439.5 533.3 665.4 824.1 1039.2 1090.2

Capacity of 
Reserves to cover 
Import of Goods

Months 11.7 12.2 8.7 8.4 11.6 10.2 11.47 12.98 16.48 13.76

Capacity of 
Reserves to Cover 
Import of Goods 
and Services 

Months 9.4 10 7.4 7.3 10.3 8.7 9.97 11.19 14.09 11.88

Exchange Rate Per US
Dollar=Rs

65.02 76.88 74.54 72.27 81.02 87.96 98.25 99.49 106.35 106.94

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

This reclassifi cation allocates capital grants into current expenditure and share and loan investment on public enterprises under fi nancial management. Note: 
Ratio 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 Fiscal Year 2016/17, Ministry of Finance, Government of Nepal
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Major Agriculture Production, Area Covered & Yield
Area and Production of Cereal Crops, 2014/15

Crops Area (Hectare) Production (Metric Ton) Yield (kg/Hectare)

Paddy 1425346 4788612 3360

Maize 882395 2145291 2431

Millet 268050 308488 1151

Wheat 762373 1975625 2591

Barley 28053 37354 1332

Buckwheat 10819 10870 1005

Total 3377036 9266240 2744

Area and Production of Cash Crops, 2014/15 

Crops  Area (ha.) Production (mt.) Yield (kg/ha)

Oilseed 233041 209612 899

Potato 197037 2586287 13126

Tobacco 1724 2227 1292

Sugarcane 66600 3063000 45991

Jute 8641 12547 1452

Cotton 122.5 137 1118

Rubber - - -

Total 507165.5 5873810 63878

Area and Production of Pulses, 2014/15

Crops  Area (ha.) Production (mt.) Yield (kg/ha)

Lentil 204475 227492 1113

Chick Pea 9274 9408 1014

Pigeon Pea 16885 16462 975

Black Gram 23147 19439 840

Grass Pea 11413 14144 1239

Horse Gram 6188 5678 918

Soybean 23588 28319 1201

Others 30427 32913 1082

Total 326400 353500 1083

Area and Production of Other Crops

Crops Year  Area (ha.) Production (mt.) Yield (kg/ha)

Fruits 2014/15 110802 992703 8959

Vegetables 2014/15 266937 3580085 13412

Tea 2013/14 19271 21394 1110

Coffee 2014/15 2381 463.576 195

Chili 2014/15 7679.5 40171.77 5231

Cardamom 2014/15 12458.43 5165.77 415

Ginger 2014/15 23825.6 242546.87 10180

Garlic 2014/15 7119.3 44722.74 6282

Turmeric 2014/15 7876.6 71811.78 9117

Cocoon 2013/14 - 38.5 -

Honey 2013/14 - 1650 -

Mushroom 2013/14 - 1675 -

Source: Statistical Information on Nepalese Agriculture 2014/15, Ministry of Agricultural Development, Government of Nepal
*ha - Hectare 
*mt - Metric Ton
*kg - Kilogram
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Structured Finance in Context of
Nepalese Agriculture Sector

Nepal’s economy is predominated by the 
agriculture sector which is contributing one third 
to the national economy and almost two-thirds of 
employment. These fi gures are massive and this 
also leads to the point where we need a lot of 
innovation in terms of more dynamic agriculture 
ecosystem benefi tting various stakeholder. 
One of the key areas that we can focus is on 
the securitization (structured fi nance) in the 
agriculture sector. 
Traditional practice is prevalent in the agro sector 
but at the same time modernization also taking its 
own pace. However, some of the biggest hurdles 
can be contributed due to lack of infrastructure in 
the storage and grading along with access road, 
reach to market, cheap fi nancing making up the 

lists of to do things for the concerned authority. 
With the introduction of recent commodity bill, it 
has addressed lots of concerned requirement for 
the sector and commodity exchange can perform 
its role in coordination with a various sector. 
Securitization of agricultural produced refers 
to the process of creating a receipt where 
produced good with certain quality and grade are 
verifi ed, certifi ed and stored in the agriculture 
warehouse with required standard and issuing a 
receipt against such storage. This receipt can be 
negotiable/non-negotiable which would help the 
producer to obtain cheap fi nancing facilities and 
can list their receipt in the commodity exchange 
where they can quote the appropriate price for 
their produce in the national online market. 

Here, a creation of agro securities would bridge 
100 of billion worth of agriculture produced to 
the fi nancial market and commodity exchange 
would provide national scale online market 
where a producer can be benefi ted with the fair 
price discovery process through an exchange. 
Moreover, the price discovery in the commodity 
exchange also complement the spot market all 
over the country and any differences in the price 
of spot and futures market are balanced out by the 
arbitragers who are specialized in taking benefi t 
of price differences of the same product in two 
different markets. Likewise, producer/consumer 
can hedge their exposure in the spot market with 
the help of position in a futures market. All these 
roles played by the commodity exchange would 

There is also the provision of 
clearing and settlement entity 
in the commodity market bill 
which will ensure the financial 
performance of any contract 

traded in an exchange.
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help to create a very liquid and market depend on 
agro securities.
This creation of securities is very similar to 
script traded in stock exchange where company 
ownership is held by various participants in the 
market and same way agriculture produce in 
various village and district can also be traded in 
commodity exchange where producer can easily 
exchange their produced in a national market 
where they can benefi t from appropriate price in 
the exchange. 
However, there are also challenges in the creation 
of such market. Although Nepal’s agriculture 
sector is not comparable to the global size we 
still hold potential in many agriculture products 
and considering we depend upon the sector 
we need to come up with more innovative and 
easy tools to make the sector more effi cient. 
First of all, challenges hold in standardizing of 
agriculture produced in order to create national 
benchmark contracts. The recent introduction 
of commodity market bill defi nes commodity 
contract (derivative) as an agreement between 
buyer and seller for a minimum period of 30 days 

to buy or sell commodities at a specifi ed price, 
quantity, quality, and delivery date. This defi nition 
itself address each and every aspect of Nepal’s 
agriculture sector. Here contract is defi ned as an 
agreement with minimum 30 day time period 
which means futures production and consumption 
can be managed by entering into the derivative 
contract and along with a specifi ed delivery date.  
Defi nition of contracts as per the bill also includes 
a specifi ed price associated with the transaction 
which means the price risk for producer and 
consumer is already hedged. The buyer or seller 
of contract does not have to worry about the 
fl uctuation of price in-between the contract period 
as they have already locked in price. Moreover, 
there is also the provision of clearing and 
settlement entity in the commodity market bill 
which will ensure the fi nancial performance of 
any contract traded in an exchange. 
On the other hand, the inclusion of transaction limit 
for an individual trader and circular trading would 
also more or less help to maintain the artifi cial 
price volatility in the domestic agro market where 
single large trader/institution or group of trader/

institution can be restricted in unfair practices. 
Although, there is a provision of insurance in the 
commodity act which is not properly defi ned but 
its inclusion in upcoming rules would ensure the 
safety and security of produced in the warehouse. 
Likewise, the provision of online transition which 
is already in practiced and inclusion of banking 
sector, this would ensure the smoothness in the 
transaction and would surely help to lead Nepal’s 
agriculture sector to next level. 
Overall, this will help overcome all the issues 
faced by the agro sector but its only in a paper for 
now and in order to bring this to real investment 
in warehouse and grading agency and customized 
fi nancing and insurance schemes for produced 
goods is required. Therefore, current challenges 
lie in the physical infrastructure particularly 
investment in warehouse and grading agency 
which is a prerequisite for the development of 
agriculture sector and subsequent capitalization 
of agro produced would help a farmer to access 
capital and banking channel more effi ciently 
and also helping them manage the price risk of 
produced goods.
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Liquidity is a measure of how easily an asset can 
be exchanged. It essentially means how quickly 
you can get money out of it. Your investments 
can be said to have a stronger liquidity when you 
can quickly convert them into the cash. Cash 
and commodity, usually have a high liquidity 
because they are really easy to access and trade. 
In contrast, the real state is generally less liquid, 
especially in times of economic crisis as it may 
take long time to sell it. Liquidity can refer to two 
different areas; Liquid market and Liquid assets.
Liquid market means there are always investors 
on the market willing to trade securities at every 
price level. It is a market with high trading 
activity, whereas a liquid asset is an asset that can 
be easily turned into cash. There is no specific 
liquidity formula. However, there are two 
common measures you can use. 
The current ratio is a financial formula which 
divides the current assets by the current 
liabilities. Another equation is the quick ratio 
that subtracts the inventory of the current assets 
and divide the results by current liabilities. For 
both the ratios, higher results indicate higher 
liquidity and greater financial health. Liquidity 
is an extremely important when considering your 
trading positions and even your ability to exit 
them. Liquidity ensures you can easily get in and 
out of the market. 
Buying or selling an asset easily without 
disrupting price in a market creates the conditions 
necessary for a liquid asset. Liquidity generally 
occurs when an asset has a high level of trading 
activity. Investing in liquid assets is generally 
safer than investing in illiquid ones because of 
the ease of getting into and out of the positions. 
When it comes to commodities, which tend to be 
more volatile than other asset classes, liquidity is 
a key concern for numerous traders.
In the world of commodities, the raw materials, 
trade in a number of different fashions. It all 
starts with the physical commodity markets. A 
barrel of oil, bar of gold, truckload of corn or 

soybeans, bag of coffee or even a herd of cattle’s 
are examples of the physical staples that are at 
the heart of the commodity markets. Other than 
these physical assets, everything else that trades 
is a derivative- an instrument with a price that 
reflects the value of the underlying hard asset, 
the commodity. Physical commodity trading 
generally occurs between producers, traders 
and the ultimate consumers in most commodity 
markets. However, it is in the derivative markets 
where speculators, investors, arbitrageurs and 
other interested parties to bring liquidity to 
these assets. Think of a commodity market as a 
pyramid. At the top are the assets themselves- 
below there are derivatives. The next level of this 
liquidity pyramid is the over-the-counter (OTC) 
markets.
When it comes to commodities, different raw 
materials offer different degrees of liquidity to 
market participants. Examining some of the most 
liquid and less liquid commodity sectors and 
specific markets will help us to understand the 
concept of liquidity.
Precious Metals: The most liquid precious metal 
is gold. This is because gold is the precious metal 
with the greatest degree of trading activity. Gold 
trades in the physical market and it trades in 
the OTC forward and swap markets. There are 
liquid futures and options contracts on exchanges 
as well as ETF and ETN products of the metal. 
Other precious metals have varying amounts 
of liquidity. Consider another precious metal, 
rhodium. Rhodium only trades in the physical 
market; therefore, gold is far more liquid than 
rhodium because there are no futures contracts 
in rhodium
Energy: Perhaps the most liquidly traded and 
ubiquitous commodity in the world is crude oil. 
However, another energy commodity, coal does 
not trade to the extent or with as many derivatives 
as crude oil does. Therefore, crude oil is more 
liquid than coal.
These are but two examples of commodities 

within the same sector that have differing degrees 
of liquidity. There are examples in all of the major 
sectors including other metals, energies, grains, 
soft commodities and animal proteins or meats. 
In order to distinguish between commodity 
markets that are liquid and those that are not, 
certain requirements are necessary to define a 
market as liquid. These requirements generally 
include the following characteristics:
• There must be an active spot or cash 

underlying market in the physical commodity.
• There must be numerous buyers and sellers- 

hedgers, speculators, investors and others.
• There should be an open, transparent and 

non-discriminatory delivery mechanism.
• There must be a well-defined relationship 

between the derivative and the physical 
commodity.

• There should be a mechanism to exchange 
the cash commodity and the derivative.

• There should be the convergence of the cash 
price and prices that reflect future delivery 
over time.

The futures markets have been successful in 
attracting liquidity because they meet all of these 
characteristics. When it comes to commodities, 
one can measure the liquidity of specific futures 
products by examining daily trading volumes and 
open interest, the number of open but not closed 
long and short positions. The higher volume and 
open interest, the more liquid the market.
Liquidity is important for all assets, particularly 
commodities. Liquidity ensures market 
participants the ability to buy and sell easily. This 
attracts speculators and investors to a market. An 
illiquid market tends to be far more volatile than 
a liquid one. Perhaps the most important attribute 
of liquidity is that it lowers the cost of trading 
or investing. When considering an investment in 
commodities, or any asset class for that matter, 
make sure that you chose liquid instruments so 
that you are able to buy and sell without problems 
and at the cheapest cost in terms of execution. 

When considering an investment in commodities, or any 
asset class for that matter, make sure that you chose liquid 

instruments so that you are able to buy and sell without 
problems and at the cheapest cost in terms of execution.
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Historically strong relationship seemed to break! The recent 
rise in the Fed Fund Rate after the improvement in the 
employment rate and infl ation rate has caused the price of 
gold to rise.
Historically, whenever the Fed raises the interest rates, the 
US Dollar strengthens and the demand for gold, which is a 
dollar-denominated commodity, tends to decrease. Being a 
non-interest-bearing commodity, it does not provide income 
like dividend and interest, as a result investors are attracted 
towards other interest bearing securities. Hence, whenever 
the Fed interest rate increases, the value of gold drops. 
However, when interest rate falls, gold becomes one of the 
best investment alternatives.
Basically the major reasons for investing in gold are as 
follows: 
• Investors in the capital market face volatility as there are 

perpetual movements in the market. However, investing 
in gold is a safe haven as it retains its value despite the 
market turbulence. Gold has been considered as a store 
of value as it serves as a form of insurance over a period 
of time. Any adverse event in the US economy drives the 
investors to gold, which tend to drive its price.

• In the long run, the yellow metal provides a hedge against 
infl ation. 

• The bullion has always been considered as the best 
investment alternatives and when stock markets decline 
signifi cantly, investors consider parking their money in 
gold. 

The Fed Funds Rate is the interest rate that banks charge 
each other to lend the central banks fund, Federal Reserve. 
The central bank of the US uses the Fed Funds Rate as a 
tool to control the US economic growth which makes it 
the most important and widely watched interest rate in the 
world. Banks use the Fed Funds Rate as a base rate to all the 
short-term interest rates like LIBOR and the US prime rate. 
Similarly, longer term interest rates are indirectly infl uenced.
In a dynamic market, even historically strong relationship 
does not hold relevance every single time. With the passage 
of time, the scenarios change as well. Hence, considering the 
historical relationship to be true always, is a blunder. In the 
market, there are presumptions about the correlation between 
the Fed interest rates and the price of gold that is always 
assumed to be true. Some major myths are as follows:
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Myths 1: Rising interest rates pressurizes 
metal prices.
There is always a strong negative correlation 
between interest rates and gold price. When 
interest rate increases, the return on the other 
financial assets increase but as gold does not 
provide such returns, the opportunity costs 
for holding it increases. Hence, the demand 
will decrease and so the price of gold falls. 
Similarly, lower Fed interest rate on cash and 
bonds coincides with the greater attraction of 
gold on an investment.
However, there is a big misconception that 
interest rate hike results in the weakening 
of gold. Higher interest rates are not 
unconditionally adverse for gold. 
Myth 2: Interest rate is the only factor that 
affects gold price
Choosing a specific factor for the change in 
the price of gold will render an incomplete 
analysis. Searching for just a single or an 
ultimate factor – Fed interest rate policy for 
determining gold’s price, results in failure. 
Other factors in addition to Fed interest rate 
policy plays a significant role in gold price 
determination. The price of gold is not just 
a function of interest rate but other factors 
including unemployment rate, inflation rate 
and historical convention of demand and 
supply among others. Normally, the basic 
commodities price is the function of demand 
and supply in the long run and so does gold. 
However, recent trends show that the demand 
is the stronger component between the two. 
Reviewing US Interest Rate & Gold Prices
Gold price reveals the US economic health. 
When gold price is high, it indicates that the 
economy is unhealthy, as investors buy gold 
as protection from some economic crisis. 

The US recession began in December 2007 and 
ended in June 2009. The interest rate before 
the recession touched its peak of 5.26 percent 
in 2007 which facilitated the recession. US 
Federal Reserve then worked on reducing the 

rate and dropped it to less than 1 percent in 
2009. The Fed fund slumped to the all-time 
lowest of 0.25 percent in December 2008. 
The immediate and cautionary step taken by 
the Federal Reserve helped to recover from 
the recession. In February 2009, gold price 
rose above $1,000 per troy ounce as investors 
piled into gold to preserve wealth amid the 
tumbling stock market. 
The gold price had touched it peak of 
$1,917.90 per troy ounce on August 22, 2011. 
The qualms after Morgan Stanley warned 
that the US and Europe were dangerously 
close to a recession caused the gold price to 
rise. Debt issue in the US and Europe were 
playing a huge role in investors buying gold. 
However, after reaching the peak point, gold 
price slowly started to decrease and till date 
never again has touched that peak level. 
From December 2008 till December 2015, for 
around seven years, the Fed rate was fixed 
at 0.25 percent. The rate was deliberately 
dropped after the steps taken by the Federal 
Reserve to overcome the recession. At that 
time, the gold price fluctuated suggesting that 
even if Fed rate is constant, the gold price 
will change. This provides enough evidence 
for the readers to believe that Fed rate is a 
necessary but not a sufficient condition for 
the change in the gold price. Upon scores of 
robust data and reports which indicated the 
reversal of the fortunes of the US economy, 
the Fed rate hiked to 0.5 percent on December 
2015. 
Recent Scenario
The Federal Reserve raised the federal funds 
rate to 1.5 percent during its December 2017 
declaration. The meeting had concluded that 
the labor market has continued to strengthen 

and the economic activity has been rising at 
an accelerating pace. 
As investors braced for an expected US 
interest rate increase, along with getting clues 
about further hikes from the Federal Reserve, 

gold price recoiled to a near five-month 
low on 11 December 2017. The gold prices 
have tumbled in December 2017 depicting 
the market anticipation of the interest rate 
hike and its negative impact on the gold 
price. However, despite the action which 
was against gold attractiveness, the price 
rose on 13 December. Analysts suggest that 
weakening of US Dollar due to unchanged 
projection of interest rate hike supported the 
gold price.
Decoding Fed Interest Rate Rise in 2017
Reason 1: US Unemployment Rate had 
displayed a stable decline in 2017. As per 
the data published by the US Bureau of 
Labor Statistics, the unemployment rate for 
October was just 4.1 percent. This indicated 
improvement for the US economy.
Reason 2: US Inflation Rate had not 
significantly improved along with declining 
levels of unemployment. The Fed’s target 
rate was 2 percent but the actual inflation 
rate remained below than that which is one 
of the basis for Fed’s decision for interest 
rate hike. The inflation rate for September 
was 1.7 percent which improved by 0.1 
percent in October, which was the highest in 
6 months and indicated that the economy was 
recovering.
The fluctuation of gold price even when the 
Fed rate was constant has provided a basis for 
investors to understand that not just the Fed 
interest rate, but other factors like general 
supply and demand, unemployment rate, 
inflation rate, equity prices and volatility 
and US dollar are the drivers of the price of 
gold. However, when the Fed steps onto the 
dais and is on the verge of proclaiming the 
Fed Funds Rate, the whole world sits up and 
watches!

Gold Close Price Fed Rate
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80 percent of the metal’s overall production is 
used by the automotive industry for this very 
purpose. The inclining popularity of gasoline 
and hybrid vehicles which use palladium clad 
catalytic converters coupled with the decline 
in the demand of the diesel engines which use 
platinum converters salvages the theory of why 
palladium was seen soaring while platinum 
lagged behind. 
During the first five months of 2017, diesel cars 
experienced a massive decline in the market 
share in Western Europe, falling from 50 to 46 
percent, as per the data from LMC Automotive. 
The shift has almost been accelerated by 
the “Dieselgate” scandal. The scandal found 
German Car Company Volkswagen cheating in 
its emission tests by making its car appear far 
less polluting than was truly the case. The US 
Environmental Protection Agency discovered 
482,000 cars on US roads to have emitted up to 
40 times more toxic fumes than was permitted. 
The company admitted cheating which impacted 
11 million cars on a global scale. Displaying 
concern for further regulations as a result of 
Dieselgate, car buyers are increasingly rejecting 
platinum-rich powered vehicles in favor of 
palladium-rich gasoline cars. 
Palladium has few industrial uses other than the 
catalytic converters. In regards to the jewelry 
sector, the demand has effectively vanished in 
the recent years, while investments in palladium 
remain at inconsequential levels. Should the 
electric vehicles begin to surge in popularity, the 
damage that might conceivably be done to the 

conventional automobile industry and thereby 
the palladium demand could be substantial. 
Among its four counterparts including gold, 
silver, platinum and palladium, the palladium 
market is the smallest and least liquid in 
comparison. This means that any sudden 
injections or withdrawals of speculative funds 
are more likely to prompt sharp price swings. 
Palladium is also included in the safe haven 
assets category, which states that during 
times of market turmoil, traders shift their 
investments away from the traditional asset 
classes including stocks and bonds and into 
gold and silver and also to a lesser extent to 
platinum and palladium. Although the global 
economy continued to paint a growing canvas 
in 2017, markets including the West continued 
to experience uncertainty which also explained 
heightened demand boost for palladium. 
The supply-side factors are further helping 
to boost palladium prices. On the New York 
Mercantile Exchange platform, the stocks of 
palladium declined by more than 40 percent 
in 2017, the lowest in about 14 years. There 
are indeed additional long-term factors which 
have underpinned the bullish performance of 
palladium. Since 2011, the demand had been 
outpacing the mining activities, with 2017 
seeing a global production deficit for the sixth 
consecutive year. As per the data of Johnson 

2017 witnessed the distinctly diverse 
performance being recorded within the 
commodity market. It was a disappointing 
outcome when compared with the strong 
figures posted nearly across the board in 
2016. In hindsight, there was a roughly even 
split between the gainers and losers. While 
sugar took the cake for the bearish trend, the 
bullish was somewhat surprisingly attained by 
palladium. 
Palladium had rallied in 2016 posting an 
impressive 20.89% return on the prices. But 
in 2017, palladium was in a different league 
altogether. Apart from May, palladium has 
posted a positive return for every month leaving 
the heavyweights including gold, platinum and 
silver behind. Having begun the year at $678 
per troy ounce, the prices surged by a mammoth 
51% to attain the highest price of $1024.51 per 
troy ounce on November 9, the highest since 
January 2001. Palladium had been rallying since 
2016 after a lackluster display in the preceding 
years and posted the 16-year high as a result. 
Market pundits view the strong showing of 
palladium as a result of a combination of factors, 
rather than any one dominant factor. According 
to UBS analyst Joni Teves, “Perhaps there isn’t 
one big explanation or a specific catalyst that 
has led to the recent market moves, but rather 
a confluence of factors that have actually been 
brewing (and market participants) have been 
discussing for a while.” 
Among all the catalysts, perhaps the most 
decisive has been the shift in the consumer 
preferences with the automobile industry. The 
most common use of the metal is in the catalytic 
converters which in turn prevents the release of 
harmful emissions. In statistical terms, about 
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Matthey, although the supply inclined from 
6,444,000 ounces in 2015 to 6,485,000 ounce, 
the demand also inclined from 9,260,000 
ounces in 2015 to 9,685,000 ounce in 2016. This 
resulted in a net deficit level in the inventories. 
Due to the preceding scenario, palladium prices 
are expected to remain supported for quite some 
time.  
Market pundits see the robust price of palladium 
continuing to surge for some time further given 
the negligible change in the supply and a solid 
rise in the demand as discussed earlier. In a 
Reuters poll conducted in July, 26 analysts and 
traders had stated that the average price for 2017 
was predicted at $811 per troy ounce. However, 
the price has not only crossed the $811 levels 
but has also attained a 16-year high. The prices 
have registered the highest annual average price 
going back three decades. Standard Chartered 
shares the sentiment stating that “We remain 
constructive on palladium’s outlook,” according 
to the banks analyst, Suki Cooper. “Not only is 
the market set to deliver a deficit this year, but 
it looks set to be undersupplied over the coming 
years.”

Apart from May,
palladium has posted a 
positive return for every 

month leaving
the heavyweights including 

gold, platinum
&

silver behind.
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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 o�ers you specialized futures 

trading platform for specialized needs that’s fast, e�cient 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 pro�t.

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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Member’s Perspective

Commodity Market Regulators: 

Broadening Horizons
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Everyone related to the fi eld of Nepalese Capital Market is well enlightened 
that we are in the very fi rst step towards the development of Nepalese 
Commodity Market. No doubt, all the stakeholders of the market are putting 
their efforts to build good governance. But they are limiting it to the subject 
of capital, tax, apprehension on price source, trading software, margin, 
infrastructure and educational requirements. The major stakeholders like 
commodity exchange, clearing house, brokers must keep their eye open to 
the information needs of the traders and must inform to them in a way it is 
not misleading.
Apart from these requirements, the market regulation act must take a serious 
consideration towards the issues like trading mechanism. Regulation must 
clearly address the subject of fi nancial crime and money laundering issue. 
The EPL price (i.e. External Price Link) must be clearly visible while acting 
through the market making module. Market making module is one of the 
scientifi c models to match all the client’s position which helps to provide 
the huge liquidity in the market. Regulators must motivate all the exchanges 
to opt for the trading mechanism through this MM module. The market 
price carries the EPL price along with the spread from the local MMs, 
thereby the market price factors the local market demand and supply too. 
This new business model which was incorporated by MEX Nepal in 2013 
provides the possibility of client-to-client matching, market maker-to-client 
matching, market maker-to-market maker matching and market maker-to-
clearinghouse matching which helps to rule out the probability of trading 
defaults. For derivative markets, price discovery is generated through two 
different types of market system. A quote-driven market is that form of 
market where prices are determined by the designated market maker on 
dealers, so this is also called price-driven market. At the same time, the 
order-driven market is one market that buy and sell orders are placed in the 
trading system result in the best bid and lower offer price. So this principal 
must be adopted by all the exchanges to their different types of commodity. 
For international commodities, we must adopt the price driven EPL market 
through respective MMs and for pure local commodities including potato, 
cardamom and ginger, we must select the order-driven market through MMs.
The derivative market must assure the zero counterparty risk. So to minimize 
the risk of clearinghouse and MMs, there must be a fair practice of collecting 
the various margins like initial margin, variation margin, intra-day margin, 
maintenance margin etc. At the same time, such margins must be calculated 
by the standard margin calculation system like Standard Portfolio Analysis 
of Risk (SPAN). SPAN is a computer system devised by Chicago Mercantile 
Exchange. In Nepal, MEX Nepal is calculating its initial margin in line with 
SPAN system. Likewise, the process of MTM (Mark-to-Market) must be 
standard and its time must be fi xed for all the existing exchanges.
The supreme body of regulators must be ready to address the grievances 
of all the stakeholders including traders. They must play a vital role in 
eradicating the prevailing manipulations or speculative abuses. For this, 
they must audit the software system of all the trading system. As well as 
they must show the dynamic role. They must be ready to amend the trading 
system in a timely manner which helps to provide the expansion of trading 
in other numerous areas of derivatives like option, stock option, NEPSE 
future contracts, swap etc. Therefore, regulators must not only be concerned 
with the subjects of issuing licenses or collecting revenue. They must shed a 
light on the core factors like clearing and pricing mechanism, warehousing, 
margin system, hedging, local products trading and other various benefi ts 
which can help to boost the economics activities through derivatives trading.
Subjects of limiting a broader area, like derivatives must not be trapped 
in consideration of the limited knowledge of the concerned authorities. 
Therefore, it must be open in all areas of the capital market. The concerned 
authorities must allow commodity derivative trading to all the Nepalese 
banks, mutual funds, manufacturing institutions too i.e. those who are keen 
to hedge their risks. Regulators must allow the portfolio horizons of mutual 

funds. But SEBON must impose investment capital on derivatives trading 
otherwise mutual funds will invest huge chunks of their pooled money in 
commodity trading which increases the percentage of their risk and coupled 
with providing the opportunities too. Likewise, they must allow banks to 
hedge their currency and other risk through commodity trading. Instead of 
doing trading on international platforms, regulators of banks must motivate 
them to trade on local platforms. For that, commodity market regulators 
must think of incorporating a strong regulators framework to precede the 
opening of Nepalese commodity derivatives market. Nepalese commodity 
market ecosystem must conduct activities to promote the interest of the 
hedgers i.e. gold dealers/ jewelry makers, manufacturers of copper products, 
exporters of wool related products, exporters of cardamom, ginger etc. 
Therefore, limiting the broadening area of the derivatives market is not 
acceptable on any ground.

Neerab Pudasaini
(Mr. Pudasaini had completed MBA in HR from IAU. He is currently working 
in the capacity of Director of Business at Himalayan Clearing Corporation 
Pvt. Ltd., a Clearing Member affi liated with Mercantile Exchange Nepal 
Limited. He is a regular writer on subjects related to social issues, 
management, economy & capital market including Nepalese Commodity 
Derivatives Market. He can be reached at directorbiz@hclearcorp.com)

This new business model 
which was incorporated by 

MEX Nepal in 2013 provides 
the possibility of client-to-
client matching, market 

maker-to-client matching, 
market maker-to-market 

maker matching and market 
maker-to-clearinghouse 

matching which helps to rule 
out the probability of trading 

defaults.
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Precious Metals
The precious metals basket has undergone a bullish trend during the month 
of January as all the four metals traded north. The election of President of 
the USA, Donald Trump and the Brexit of the United Kingdom from the 
European Union had a severe effect in the investment and price of precious 
metals. The newly elected president of America, Donald Trump’s initiatives 
began that month. The weak US dollar gave rise to the increased investment 
in safe-haven assets like gold and silver. There was a lot of uncertainty and 
lot of backlash over the administration that caused huge uncertainty in the 
market that brought back the life of gold market. Silver was also correlating 
with gold making it an excellent alternative investment with an infl ation 
hedge. The increasing demand for platinum and palladium from international 
investment had increased its prices to great extent i.e. above 10% in the 
month of January. The price also increased as a result of declining output 
from top producer South Africa which together with Russia is responsible for 
more than 80% of global supply of the metals.

Open Close % Change

Gold 37005 38907.5 5.14%

Silver 513.5 563.5 9.74%

Platinum 29125 32070 10.11%

Palladium 21851 24301 11.21%

Base Metals
In the month of January, the copper market has undergone bullish. It was 
experienced that the supply met solid demand growth, setting aside the 
impact of strong investor sentiment lifting prices. The result had raised 
prices on the basis of a relatively balanced market. In addition, the copper 
market was in bullish posture as the U.S dollar index was sharply lower 
and crude oil prices were solidly higher.

Open Close % Change

Copper 552.6 600 8.58%

Energy
The price of energy contracts saw strong bearish trend for the month of 
January as all four energy commodities being traded in MEX terminal 
moved south. The main reason of oil price fall included rapid expansion 
in unconventional supplies, shift in the OPEC policy after a period of 
high prices, market sentiments and rising demand in Asia- Pacific area. 
OPEC’s biggest producer strategy of cutting down the output to try to 
draw down oversupply and prop up prices had motivated U.S shale to 
increase drilling and manufacturing activity and also selling the oil in 
high discounts which kept the price of oil lower. The price of natural 

gas declined by 11.63%. Its price was driven by the changing weather. 
As the weather moderated, natural gas usage fell as heating needs 
decrease. The decrease in demand for natural gas decreased inventory 
in storage.

Open Close % Change

Brent Crude 5701 5584 -2.05%

Crude Oil 5410 5337 -1.35%

Heating Oil 45.61 43.16 -5.37%

Natural Gas 355.2 313.9 -11.63%

Agro 
All of the agro commodities during this month had witnessed bullish market 
other than cocoa and soybean oil. The abundant supply of the cocoa in 
West Africa caused by favorable weather conditions and the strong pace 
of port arrivals in top producer Ivory Coast had caused the price of cocoa 
to decline. Coffee farmers across East Africa faced a biting drought that 
reduced the output of coffee and increased the price. Besides drought, the 
farmers also faced rising costs of labor and inputs, infestation by pests and 
diseases, competition from other land use and poor governance of marketing 
cooperatives. The price of corn remained bullish that was consistent with 
downward movement of global corn stocks. The price of cotton reached 
a fi ve-month high at this time. Soybean oil prices reduced due to weak 
international market situation and weak demand from buyers. However the 
price of soybean increased by 1.93% since the production of soybean in 
Argentina was reduced due to fl ood which was the world’s largest exporter of 
soybean. Sugar price hit the highest in seven years this season. India’s sugar 
production dropped after back-to-back drought ravaged cane crop in the top 
producing western state of Maharashtra. The price of wheat had declined to 
the extreme point where farmers were discouraged to do the production. But 
this month, the price of wheat increased by 1.60%.

Open Close % Change

Cocoa 212.5 209.4 -1.46%

Coffee 303.4 328.3 8.21%

Corn 13.87 14.12 1.80%

Cotton 156.6 164.98 5.35%

Soybean Oil 76.82 74.68 -2.79%

Soybean 36.82 37.53 1.93%

Sugar 43.22 45.14 4.44%

Wheat 15.02 15.26 1.60%

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)

MEX Almanac

January 2017
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Orange
According to the statistics of Kalimati Fruits & Vegetables 
Market Development Board, the supply of the domestic 

oranges had plunged by about a half in 2017 compared 
to last year. The scarcity in supply of the fruit has come as 
a surprise for the traders in Kalimati while the concerned 

authorities have contrasting views about the reason for the 
diminishing supply.
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Precious Metals
The month of February saw the precious metals treading the northern road. 
Heightened investor uncertainty about the health of the stock market uptrend 
and concerns about infl ation are two signals that precious metals market was 
traded upward. The election of Donald Trump and the upcoming election 
in the wake of Brexit were the sources of uncertainty about the future. The 
price of gold inclined because the value of the dollar was weakened and 
Federal Reserve hinted that the rate hike might be in works. In order to grab 
the opportunity to buy bullion as a hedge against political uncertainty in the 
United States and Europe, there was a huge demand for gold and as a result, 
the price increased. The price of silver increased by 4.77% this month due 
to the soaring demand and anemic supply. Previously mining companies 
cut back the exploration of silver as silver price were down which created 
a defi ciency in supply later. There was a slight decrease in production of 
platinum in South Africa. The high diesel shares in the European vehicle fl eet 
and the increment of automotive industry all over the world increased the 
prices of platinum and palladium this month.

Open Close % Change

Gold 39000 40545 3.96%

Silver 563.8 590.7 4.77%

Platinum 32072.5 33355 4.00%

Palladium 24301 25204 3.72%

Base Metals
Copper price had been little up and down this month but it settled at the 
bearish mode. With the increasing technological development, the demand 
of consumption of copper in China and whole world was increasing in a fast 
trend. A rise in construction building, power infrastructure, transportation, 
home appliances and manufacturing increased the demand of copper. There 
was strike of workers at world’s largest copper mine Escondida where they 
went on strike over negotiations on benefits and compensation. This gave 
pressure on price of copper to increase but somehow it managed to close 
its market at bearish mode at the end of the month.

Open Close % Change

Copper 600 591.9 -1.35%

Energy
The market of energy commodities came up in a mixed trend over the 
period of month during February. Other than crude oil, all other energy 
commodities went on bearish trend. Supplies of Brent crude was increased 
as S&P Global Platt added a new crude oil stream to its Dated Brent that 
decreased the price of Brent crude. The price of oil increased since investors 
bid up contracts on the heels of growing optimism about compliance to a 
global pact to curb crude output. OPEC and producers including Russia 
aimed to cut production by around 1.8 million barrels per day to drain 

an oversupply. The price of heating oil declined by a very small margin 
because of warmer-than-normal weather in key regions across the U.S. for 
the rest of the winter. Heating need decreased in the warm winter weather 
across the U.S. that declined the price of natural gas over the period by 
about 15%.

Open Close % Change

Brent Crude 5619 5607 -0.21%

Crude Oil 5336 5413 1.44%

Heating Oil 43.58 43.52 -0.14%

Natural Gas 313.9 267.9 -14.65%

Agro 
This month, cocoa prices slumped to an eight-year low due to an abundant 
supply. In the largest cocoa producing country of Ivory Coast, cocoa beans 
are piling up at warehouse and ports due to excess supply. However, the 
demand had been declined due to the health consciousness of consumers 
on consuming chocolates. The demand for inferior quality of coffee from 
the rest of Latin America was great. Futures of coffee in Newyork and 
London had seen selling pressure in this month. The improved economy had 
upgraded the price of corn slightly this month. After a supply shortage pushed 
up local prices in India, Indian exporters cancelled orders and thus the price 
of cotton soared in the month of February. The fast depleting cotton stocks 
with ginners and shortage of quality cotton also triggered strong buying from 
small millers who were running short of cotton stocks that increased the price 
of cotton. American farmers planted more soybeans than corn this year for 
the fi rst time in 35 years. The harvest of soybean in Brazil’s important state 
Mato Grosso was well ahead of last year’s pace. Thus the improvement in 
supply brought down the price of soybean. The expectations of rising output 
and tracking weaker performing rival oils diminished the price of soybean 
oil. Sugar price was down by 6.33% since it remained pressured by the 
expectation that southern Brazil would produce maximum amount of sugar 
supported by the climate was favorable enough. The production of wheat 
declined in all producing areas of the USA and all other wheat planted acres 
that reduced the stocks amid the price increase.

Open Close % Change

Cocoa 209.3 197.3 -5.73%

Coffee 328.4 310.4 -5.48%

Corn 14.12 14.17 0.35%

Cotton 165 167.98 1.81%

Soybean Oil 74.66 70.84 -5.12%

Soybean 37.52 37.49 -0.08%

Sugar 45.18 42.32 -6.33%

Wheat 15.25 15.4 0.98%

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)

MEX Almanac

February 2017
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Cardamom
The price of cardamom fell 
to Rs. 25 thousand per Kg 
this season, the highest fall 
in a decade. The price was 
Rs. 80 thousand last year. 
Cardamom is grown in 40 

districts with most production 
centered in Terhathum, 

Taplejung, Panchthar and 
Sankhuwasabha in the 

eastern region of Nepal.
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Precious Metals
Gold and silver edged lower this month after growing expectations of a US 
rate hike. A surge in business and consumer confi dence during President 
Donald Trump’s fi rst weeks in offi ce had helped push the FED toward its fi rst 
sustained series of interest rate hike in more than a decade, despite a dearth 
of fi rm policies from the administration. Gold is highly sensitive to rising 
US interest rates because they increase the opportunity cost of holding non-
yielding bullion while boosting the dollar in which it is priced. There was a 
huge decline in the price of platinum this month i.e. by 7.98%. The decreasing 
demand for jewelry in China and Europe and declining investment were the 
main reason for the huge price decrease of platinum. Platinum supply also 
diminished as South Africa’s reserve got depleted. Palladium took the other 
side vis-à-vis the other precious metal this month, where its price increased by 
3.55%.  Palladium also showed response towards rallying US Dollar pulled 
back in the aftermath of the Fed’s latest policy-setting meeting. Meanwhile, 
palladium was gaining upside following the Reuters article stating that a fund 
created by Norilsk Nickel had purchased palladium from Russia’s central 
bank reserves to help meet demand from its customers where the demand 
from customers was exceeding production of palladium.

Open Close % Change

Gold 40355 40090 -0.66%

Silver 593 586.8 -1.05%

Platinum 33105 30462.5 -7.98%

Palladium 24791 25671 3.55%

Base Metals
Copper slipped by 2.22% this month since the copper inventories were 
higher this month, almost as high as in 2013. Reuters reported copper 
inventories controlled by LME jumped by almost 39,000 tones. Shanghai 
Exchange stocks jumped by 24,000 tones to total 320,000 tones. In 
February, copper jumped to its highest level after a strike in Escondida, 
but a slowdown in China which consumed some 46% of the world’s copper 
and diminishing prospects of a bold infrastructure program in US had 
shifted market attention to demand strength.

Open Close % Change

Copper 598.4 585.1 -2.22%

Energy
March witnessed bearish patterns across the energy commodities except 
natural gas. The inventories of oil climbed more than expected this 
month. Despite an agreement by the Organization of Petroleum Exporting 
Countries and other exporters to cut output by almost 1.8 million barrels 
per day in the first half of 2017, the oil price fell as record U.S. crude 
inventories kept sentiments weak, pointing to a global glut despite supply 

cuts. Natural gas price surged by 15.24% due to the frigid temperature and 
snowstorm in several key usage areas. A strong cold front with rain and 
snow swept across the Great Lakes, Mid-Atlantic, and Northeast where 
overnight lows dropped into the teens to below zero that drove the high 
demand for heating.

Open Close % Change

Brent Crude 5574 5260 -5.63%

Crude Oil 5333 5067 -4.99%

Heating Oil 42.63 41.35 -3.00%

Natural Gas 276.2 318.3 15.24%

Agro 
After the rapid drop in the price of cocoa for several months, its price 
has increased this month with the rising expectations of global chocolate 
consumption coupled with ageing farmers. The price declined in March after 
the worries of shortage of coffee disappeared which had increased in the 
month of January due to the bad harvest in Brazil and droughts in Vietnam 
and Indonesia. Corn price had come down because of the big numbers from 
USDA (U.S Department of Agriculture) saw South America and the new 
government policies of Argentina favored corn production. The expansion 
of textile and garment industries in Europe, US, Japan and Australia has 
increased the demand of cotton and thus has raised its price. The increase 
in acres planted in soybeans is the main factor behind the decrement in the 
price of soybean and soybean oils. Further, the weather condition for the 
soybean was also healthy enough that increased its production. The price of 
sugar crashed to a year-low by 12.79% this month after increment in health 
awareness among people and the use of sugar in biscuits, chocolate bars and 
cereals decreased. The government of various countries has imposed the 
higher tax to reduce the sugar intake. The price of wheat slipped down due to 
the abundant world supply and reduced export demand.

Open Close % Change

Cocoa 191.1 209.2 9.47%

Coffee 314.4 305.5 -2.83%

Corn 14.94 14.25 -4.62%

Cotton 168.2 170.4 1.31%

Soybean Oil 76.2 70.16 -7.93%

Soybean 38.48 34.72 -9.77%

Sugar 42.54 37.1 -12.79%

Wheat 16.41 15.61 -4.88%

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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Ginger
Ginger is the major cash 

crops produced in the mid-
hills region of Nepal. The 
topographical nature of 

Nepal makes ginger farming 
conducive. In the last fiscal 

year, 21,869 hectares of land 
yielded a total of 246,630 

metric tons of ginger. 
According to the Ministry of 
Agricultural Development, 
Nepal exports around 60 

percent of the ginger with India 
accounting for 90 percent.
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Precious Metals
The price of precious metals saw mixed trend over the period of the 
month of April as the price of gold and palladium rose slightly and 
price of silver and platinum declined. The gold price rallied by 1.39% 
over the month after the U.S. President Donald Trump unleashed the 
military strikes against the Syrian air base in response to a deadly attack 
on the rebel-held area. Gold rose high as investors sought safe-haven 
assets to be protected from the loss caused by increased geopolitical 
risks in North Korea, and Syria, uncertainty in the French election 
and unexpected U.S. non-farm payroll data. The decrease in the price 
of silver was due to the lower results of the main producer, Minera 
Yanacocha S.R.L. whose operations in Cajamarca had been affected 
by an exhaustion of the reserves in the current deposits in operation. 
The SDO (Sylvania Dump Operations), the low-cost Platinum Group 
Metal had increased the production to a great extent this month that 
had decreased the price of platinum. Palladium prices strengthened, 
hitting a two-year high due to generally improved fundamentals with 
solid uptake in the auto industry and strong speculative buying.

Open Close % Change

Gold 40247.5 40805 1.39%

Silver 586.8 553.5 -5.67%

Platinum 30612.5 30452.5 -0.52%

Palladium 25671 26523 3.32%

Base Metals
The price of copper sank as geopolitical worries from saber-rattling 
over North Korea to a snap UK general election hurt the investor 
appetite for cyclical assets such as base metals. In addition, China, one 
of the world’s biggest copper consumers, housing data was released. 
That data indicated that it was declining and was likely to go much 
lower. Likewise, copper fell on the news.

Open Close % Change

Copper 585.1 575.8 -1.59%

Energy
Crude oil futures recovered on the high conformity by OPEC and 
non-OPEC with voluntary production adjustments, and expectations 
for an extension to year-end. However, upward potential was seen as 
limited by the resurgence in the oil output, particularly in the US. ICE 
Brent increased 2.4% and NYMEX WTI rose 2.9%. The Brent-WTI 
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spread narrowed slightly but still kept the arbitrage open for US crude 
exports. Money manager net long positions rose 30% from end of 
March until the middle of April, but dropped by one of largest weekly 
falls on record in the last week of April. After trading mostly sideways 
for the month, May natural gas expired at $3.14, reaching a settled low 
of 3.04 on April 25 and a high of $3.33 on April 6. May heating oil lost 
nearly 0.6% on NYMEX.

Open Close % Change

Brent Crude 5361 5186 -3.26%

Crude Oil 5070 4921 -2.94 %

Heating Oil 41.64 39.75 -4.54%

Natural Gas 318.3 326.1 2.45%

Agro 
Cocoa was one of the worst-performing commodities in April, as the 
market was moving into a year in which supply of cocoa is expected 
to outstrip demand. Data from the Commodity Futures Trading 
Commission showed that speculators in the cocoa market added to 
their short positions for the second straight week. Hedge funds and 
other money managers betting on lower prices for cocoa outweighed 
bullish traders by 32,771 contracts as of April 18. Due to the export of 
low quality coffee, the demand for coffee plummeted in the month of 
April. Raw sugar futures jumped the most in three months after India 
moved to allow some imports. The world’s second-largest producer 
and top consumer was supposed to authorize inbound shipments of 
500,000 metric tons of duty-free raw sugar, according to government 
officials. Soybean and soybean oil prices remained almost steady and 
ended the month slightly lower. The stock of wheat in European Union 
sharply decreased to push the price of the grain up.

Open Close % Change

Cocoa 208.6 183.2 -12.18%

Coffee 307 294.4 -4.10%

Corn 14.07 14.4 2.35%

Cotton 170.4 173.68 1.92%

Soybean Oil 70.4 69.9 -0.71%

Soybean 35.33 35.14 -0.54%

Sugar 37.1 35.64 -3.94%

Wheat 15.5 15.85 2.26%

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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Rice
According to the Nepal Rastra Bank’s recent 

macroeconomic report, the import of rice has increased by 
more than 40 percent in the first four months of 2017-18. 
The Ministry of Agricultural Development has set a record-

high paddy production target of 5.4 million tonnes for 
the FY 2017-18 as the government plans to become self-

sustainable in rice.
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Precious Metals
Gold was steady near the 4-week highs with geopolitical worries after rising 
almost 1 percent in the previous session. Political tensions surrounding U.S. 
President Donald Trump provided some safe-haven support for gold. Gold 
futures ended the monthly session with a slight increase of 0.14 percent 
in May. Silver also showed a steady performance only to end the monthly 
session 0.31 percent up. South Africa’s platinum output grinded lower as 
producers cut capital expenditure and shuttered unprofi table areas, but it did 
not happen fast enough to tackle the industry’s bigger problem - rock-bottom 
prices for the metal itself. The futures price of the precious metal increased a 
modest 0.21 percent in May. Unlike other precious metals, palladium futures 
price dipped 0.70 percent in May. Platinum typically trades at a premium to 
palladium. Over the past 20-years, this premium has averaged $555. Because 
the premium of platinum over palladium was decreasing signifi cantly, some 
in the industry even said platinum prices might drift below those of palladium 
for the fi rst time in 15 years.

Open Close % Change

Gold 40,802.50 40,860.00 0.14%

Silver 554.00 555.70 0.31%

Platinum 30,465.00 30,530.00 0.21%

Palladium 26,523.00 26,338.00 -0.70%

Base Metals
Another surge in copper stockpiles tracked by the world’s top base-metals 
bourse reignited concerns about demand for the material that’s often viewed 
by investors as a bellwether for the global economy. A 40 percent jump in 
inventories monitored by the London Metal Exchange in just three days came 
amid concerns about China’s slowing industrial activity. Prices of copper 
referred to as the metal with a Ph.D. in economics, traded low and posted 
-0.63 percent change in the month of May.

Open Close % Change

Copper 572.70            569.10 -0.63%

Energy
Crude oil closed 1.65 percent lower as the Saudi Arabian-led group and 
its allies delivered only what had already been telegraphed for days: an 
agreement to extend output cuts for nine months, without deepening them or 
saying what will happen after March 2018. Earlier in May, oil had rebounded 
from its plunge below $44 a barrel as U.S. stockpiles - one of the most critical 
indicators of the global supply glut - had fallen for the past seven weeks. 
Brent crude, the international benchmark, fell to a fi ve-month low in the third 
week amid doubts about the effectiveness of OPEC and Russia’s joint supply 
curbs. Heating oil futures price was steady to end the session with 0.78 percent 
increase in price. This year’s biggest gyrations in U.S. natural gas prices can 
be chalked up to a single pipeline. Gas futures surged to a 14-week high on 
May 10 after a regulatory setback prompted speculation that the project would 
be delayed, keeping supplies from reaching those markets. Mild weather 
brought the bears out to play as July natural gas futures reaffi rmed dive by a 
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further plunge. This accounted for the monthly plunge of 5.61 percent in the 
commodity’s price.

Open Close % Change

Brent Crude 5,191.00 5,029.00 -3.12%

Crude Oil 4,915.00 4,834.00 -1.65%

Heating Oil 39.78 40.09 0.78%

Natural Gas 324.50 306.30 -5.61%

Agro 
Cocoa prices soared amid signs of tighter supplies in Ivory Coast, the 
world’s top grower, raising prospects that chocolate costs will climb. July 
futures jumped as much as 11.6 percent over the month, the most ever for 
the contract. The outlook for tighter supplies marked a shift for the market 
that’s been suffering from a global surplus. Coffee futures dipped 3.79 
percent amid concerns about decreasing coffee output due to unfavorable 
weather conditions in Kenya. South Africa forecasted a record corn harvest 
this year as improved rainfall boosted yields helped farmers recover from the 
worst drought since the records began. Its futures price, however, ended on 
a positive note to post meager 0.14 percent increase over the month. Cotton 
prices extended the rally to the highest since June 2014 amid buoyant demand 
for U.S. exports and signs of a squeeze on July futures. Bullish options jumped 
for the second straight session as volume surged. Exports from the U.S. and 
Brazil, the world’s largest growers, are the highest ever for this time of the 
year and the demand was poised to eclipse earlier government forecasts for a 
record this season. Sugar futures price decreased by 8.04 percent in May amid 
demand shocks. Plummeting demand in top consumer India and prospects 
of more European supply helped shift the sugar market to a surplus, hurting 
prices. The U.S. and Russia engaged in a rivalry for dominance once again, 
this time in the wheat market. After Russia recently pulled ahead, the U.S. 
fought back, with the help of a weaker dollar. The US took market share partly 
amid the FBI investigation into ties between President Donald Trump’s aides 
and Russia. The probe weakened the greenback and made American grain 
cheaper for overseas buyers. Wheat ended the month with 2.23 percent dip in 
its price. Inventories of soybean are piled up to record levels this year after 
farmers around the world produced more to make up for lower prices with 
larger volume. Soybean and Soybean Oil both posted price decrease in May.

Open Close % Change

Cocoa 182.70 203.90 11.60%

Coffee 295.40 284.20 -3.79%

Corn 14.60 14.62 0.14%

Cotton 173.66 169.70 -2.28%

Soybean Oil 70.32 69.00 -1.88%

Soybean 35.24 33.65 -4.51%

Sugar 35.58 32.72 -8.04%

Wheat 16.12 15.76 -2.23%

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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Lentils
According to the statistics of 
the Birgunj Customs Office, 

Nepal imported legumes 
worth nearly Rs. 5 billion in 
the first 11 months of the 

fiscal year 2016-2017. The 
customs statistics showed 

that Nepal imported 16,800 
tonnes of lentils worth Rs. 
1.31 billion. Nepal is also 

the world’s fifth largest 
producer of lentils.
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Precious Metals
Gold price rallied to the highest since November in the fi rst week of June 
as investors positioned themselves for the outcome of the U.K. election and 
potential drama of former FBI Director James Comey’s testimony, while also 
tracking tensions in the Middle East. However, later in the month, money 
managers pared their net-bullish wagers in the metal for the fi rst time in four 
weeks. The next day, the move was vindicated when Federal Reserve Chair 
Yellen raised U.S. interest rates and sparked the biggest weekly loss for gold 
prices in more than a month. The gold price closed for the month with a loss of 
2.40 percent. Hedge funds and money managers slightly slashed their net long 
positions in COMEX silver causing the prices to plummet by 4.12 percent. 
Palladium, which is mainly used to curb harmful emissions from gasoline 
vehicles, rallied on expectations that supply will lag the demand for a sixth 
straight year. It’s now almost as expensive as platinum, which posted a monthly 
loss of 2.94 percent, for the fi rst time since 2001, helped by Volkswagen AG’s 
emissions scandal two years ago that prompted consumers to switch from 
diesel to gasoline cars. On the second Friday of the month, prices surged to 
a 16-year high of US$928.36 an ounce as some traders were said to scramble 
to get hold of physical supplies. Palladium at the close of the month posted a 
3.01 percent gain.

Open Close % Change

Gold 40,917.50 39,937.50 -2.40%

Silver 555.70 532.80 -4.12%

Platinum 30,537.50 29,640.00 -2.94%

Palladium 26,191.00 26,979.00 3.01%

Base Metals
During the month of copper, the sentiments turned negative for copper, the 
most-actively traded industrial metal, as it gained 4.57 percent this month. The 
rally came as inventories tracked by the London Metal Exchange shrank by 
20 percent over the same period. Prices were also pumped up as copper-pipe 
makers in China ramped up output, operating at almost 90 percent capacity in 
June, while air-conditioner production surged.

Open Close % Change

Copper 569.10 595.10 4.57%

Energy
Brent crude entered a bear market, plunging below $45 a barrel for the fi rst time 
since November as skepticism that a supply glut will ease worsened. Extreme 
bearishness extended to refi ned fuels, where hedge funds have a net short 
position of 27 million barrels in U.S. heating oil, causing its price to plummet 
by 3.51 percent in June. Crude also plunged into a bear market this month 
amid concerns that rising global supply will outweigh production cuts from 
the Organization of Petroleum Exporting Countries and its partners including 
Russia. An EIA report showed that U.S. oil production increased to the highest 
since August 2015. A committee of OPEC and non-OPEC members meeting 
in Vienna was said to have wrestled with the issues of increasing production 
in Libya and Nigeria, coupled with soaring U.S. output. Tropical depression 

Cindy disrupted some operations in the Gulf of Mexico, home to about 17 
percent of U.S. crude and 5 percent of dry natural gas output, and supported 
markets modestly. Natural Gas Futures ended the month with slight decrease 
of 1.31 percent.

Open Close % Change

Brent Crude 5,082.00 4,792.00 -5.71%

Crude Oil 4,834.00 4,582.00 -5.21%

Heating Oil 40.16 38.75 -3.51%

Natural Gas 306.30 302.30 -1.31%

Agro 
Cocoa futures which had seen a huge surge in price in the previous month fell 
to multi-week lows in June as speculative selling continued to drive the market 
down. Cocoa price dipped by nearly 5 percent in the month. Coffee futures 
dipped to all-time intra-day lows on fourth Thursday of June. Low coffee 
stockpiles and high demand couldn’t keep the Arabica benchmark from trading 
to $1.22 a pound. Analysts were expecting soybean sowings to top corn for the 
fi rst time since 1983 because of a price spread that favored the oilseed. Instead, 
growers planted 90.9 million acres of corn this year, exceeding all analyst 
forecasts. Corn futures decreased by 1.58 percent in June. Cotton futures was 
weighed on collectively by supply-demand estimates viewed initially as neutral 
to a bit bearish, slower U.S. weekly export sales and shipments, weak technical 
action and sharp losses in grains. It ended up the month session with 9 percent 
price dip. Soybean shot back to life after disappointing acreage numbers and 
that sparked a record gain for soybean futures. Soybean oil futures increased by 
4.39 percent whereas soybean increased by a slightly less 3.09 percent over the 
month of June. Sugar lost nearly 9 percent in June as the industry saw higher 
production from favorable weather. U.S. Department of Agriculture report 
showed the leap in global sugar production for the 2017/2018 crop year. Prices 
for spring wheat, the high-protein variety favored for bagels and pizza crusts, 
seemed to defy gravity in June. Futures soared as much as 8.5 percent on the 
last Thursday of the month, the most intraday since 2010, after Canada cut its 
planting outlook and drought conditions expand in U.S. growing states. Prices 
were up 18.41 percent in June, beating the gains for 80 other commodities 
tracked by Bloomberg. Sugar lost nearly 9 percent in June as the industry saw 
higher production from favorable weather.

Open Close % Change

Cocoa            202.70            193.00 -4.79%

Coffee            285.60            277.80 -2.73%

Corn              14.60              14.37 -1.58%

Cotton            169.60            154.34 -9.00%

Soybean Oil              69.18              72.22 4.39%

Soybean              33.64              34.68 3.09%

Sugar              33.04              30.08 -8.96%

Wheat              15.75              18.65 18.41%

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)

MEX Almanac

June 2017

95 | MEX NEPAL YEAR BOOK 2017



Jute
According to traders, more than 90 percent of jute products 

manufactured in Nepal is exported to India. Moreover, 
almost 200 tonnes of jute products are manufactured in 
Nepal every day and only 10 percent is consumed in the 
domestic market. However, the Indian government had 

imposed 12.5 percent countervailing duty (CVD) and anti-
dumping duty as a guarantee on Nepali jute products like 

jute sacks and hessian jute fabric from December 15, 2015. 
Later, it withdrew CVD levied on jute import.
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Trading options were never easy, neither is it now nor will it probably ever be. I think the success in trading 
lies in two important things. First, it is important to focus on not losing money rather than making big profits. 
I think most traders, including me, tend to bet heavily on the wrong side after seeing a few losses and lose a 
lot of money before ending up with a balance too low to make a rebound. I did that and ravaged three demo 
accounts myself. Second, it is crucial to understand how the market works and how the parties involved in it 
think. I think winning a trade is all about gauging how the traders, that include people and machines (though 
they work on human-made algorithms), should be thinking at current instant about the market given the 
technical and fundamental indicators. This helps our bet in the right direction. Moving average, as it is said 
to be the most widely used technical indicator in the world, best help us think what the market is thinking, 
and what position it is likely to take based on it. The major indicator I used for options trading was a 
13-period simple moving average and I did bet on short-term trend breaks. It helped me make highly accurate 
trade decisions especially in 30-minutes and 1-hour options. The secret in options trading, I think, is to do 
what the market is about to do. And the key to do this is to learn to see the market from the eye of the traders 
in aggregate, which I believe comes with practice.

- Bishwas Basnet

First Place

I entered the MEX Option Trader Challenge 2017, and can honestly say that it was a really incredible 
experience. I’ve had lots of people asking about the award and they've been all really impressed. The 
competition itself was great fun, challenging and was attended by a large number of participants. MEX 
Option Trader is a really good platform for commodity traders in Nepal, especially who want to trade in a 
short-term time frame. I used to trade MEX Option Trader from my demo account before the competition. 
The competition took off and I did not trade for few days as I was waiting for the right time to trade. The 
most interesting part was watching the top ten list of traders having a maximum return on the website again 
and again. Seeing my name in the top list motivated me a lot. The last day of the competition was much 
more challenging and the competition was tough till the end. There were many ups and down and in the 
end I grabbed the 2nd position. Last but not the least, I would like to thank Mercantile Exchange Nepal 
Limited for providing us the most interesting challenge competition for the traders in Nepal.  

- Salil Shrestha

Second Place

MTC 2017 In order to encourage commodity trading among the financial community, Mercantile 
Exchange Nepal Limited organized the MEX OPTION TRADING CHALLENGE - 2017. MOTC-2017 
was an option trading challenge where any individual could participate and trade in variety of MEX 
products on a stimulated trading environment on a real time professional basis in MEX Option trading 
platform. MOTC-2017 opened on 3rd July 2017 and concluded on 31st July 2017. Initially the participants 
were provided with Rs. 50,000 opening balance which they had to use to trade in the 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.

M O T C
MEX Option Trading Challenge - 2017

MEX Option
Trading Challenge - 2017
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Precious Metals
The precious metal basket underwent a bullish trend during the month of 
July. Gold gained the most in two months as a surging Euro dragged down 
the US Dollar to its weakest since June 2016, making bullion cheaper for 
holders of other currencies. The prices jumped after the Federal Reserve 
said it would begin to wind down its massive holdings of bonds soon, 
pushing the greenback lower. Silver prices rose as the combination of 
haven demand and bargain-hunting boosted the market. Moreover, the 
silver price hiked as the dollar fell to 15-month lows in the wake of the 
Federal Reserve’s latest policy decision. Platinum and Palladium were 
higher as traders reacted to Janet Yellen’s testimony to Congress. The 
precious metals got a boost after Janet Yellen communicated that the 
pace of future rate hikes would be “gradual”. Furthermore, platinum 
prices increased due to the increasing demand from the automobile 
sector. Palladium prices advanced due to the increasing demand from the 
major consuming nations and declining supply from the major producing 
countries.

Open Close % Change

Gold 39937.50 40700.00 1.91%

Silver 534.70 539.70 0.94%

Platinum 29765.00 30267.50 1.69%

Palladium 26979.00 28453.00 5.46%

Base Metals
Copper prices rose after a rapid build-up of inventories that had weighed 
on the market since late June halted and workers voted to strike at a mine 
in Chile, raising supply concerns. The prices surged to their highest levels 
in more than four months after robust data supporting China’s economic 
growth, while a gauge of global stocks marked a record high for a third 
straight session. Copper climbed to its highest in more than two years on 
a back of a weaker dollar and talk that China’s appetite for refined metal 
could grow if it curbs scrap imports.

Open Close % Change

Copper 598.00 637.40 6.59%

Energy
Oil prices extended gains as the U.S. government cut its crude production 
outlook for next year and as fuel inventories dropped. The oil price 
climbed sharply overnight as the Energy Information Agency cut its 
forecast for U.S. production in 2018 and API data showed another large 
inventory drawdown. Oil prices rose to two-month highs boosted in part 
by expectations of U.S. sanctions against Venezuela’s oil sector and as 
supply concerns have decreased in recent weeks. Moreover, the American 
Weekly Oil Storage Report showed a drop in oil by 76 million barrels. In 
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addition to that, the reports of the International Energy Organization also 
mentioned that the demand for oil for the rest of the year would be high, 
which led to price hike. The price of natural gas fell which was owned to 
low market transactions. Alongside this, the market could not get a new 
route.

Open Close % Change

Brent Crude 4855.00 5224.00 7.60%

Crude Oil 4582.00 4975.00 8.58%

Heating Oil 39.01 43.36 11.15%

Natural Gas 302.30 278.50 -7.87%

Agro 
July 2017 witnessed a bullish momentum as the price of the commodities 
except wheat were on positive trend. The cocoa price has increased after 
strong grind figures from Asia. Potential damage to the current and the 
next crop because of the possible spread of broca has led to price hike of 
coffee. Worries about the heat in the US corn-belt forced the price of corn 
to jump. The dry weather led to the way of high price rise. According to 
a market analyst, the price of cotton went up because of the low supply 
in relation to the market demand. The soybean oil prices have risen by 7 
percent since the beginning of June, and this can be credited to the crop 
damaging dry weather. Purchased based on technical analysis increased 
the cost of soybean. Total consumption of soybean in the world’s food 
industry was estimated to be 200 million tons. The price of sugar 
strengthened because of the weather issue in Brazil. The price escalated 
because of the frost risk which remained because of the low temperature 
forecasts in the following days. However, wheat saw bearish trend. The 
wheat price decline can be accredited to huge production and storage of 
one billion bushels.

Open Close % Change

Cocoa 185.10 206.80 11.72%

Coffee 278.90 306.00 9.72%

Corn 14.54 14.60 0.41%

Cotton 154.56 154.78 0.14%

Soybean Oil 71.54 76.26 6.60%

Soybean 33.77 36.38 7.73%

Sugar 30.12 32.86 9.10%

Wheat 18.21 17.43 -4.28%

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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Millet
According to the statistics, the production of summer 

crops is expected to grow in this fiscal year. The 
millet production is likely to grow by a marginal 0.02 
percent to 313,987 tonnes. Moreover, a fall in global 

prices prompted the government to boost imports 
which allowed farmers to obtain fertilizers on time 

and the uniform rainfall after the floods until the pre-
harvest period boosted productivity.
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Precious Metals
In the month of August, all four metals across the precious metals bracket 
witnessed bullish trend. Gold rose to a two-month high as geopolitical 
tensions over North Korea fueled safe-haven demand, while doubts about 
U.S. President Donald Trump’s ability to enact pro-business policies pushed 
U.S. bond yields and the dollar lower. North Korea dismissed warnings by 
U.S. President Donald Trump that it would face “fi re and fury” if it threatened 
the United States as a “load of nonsense”, and outlined detailed plans for a 
missile strike near the Pacifi c territory of Guam. Silver prices climbed to fresh 
two-month highs amid a bout of risk aversion that was triggered by North 
Korea tensions. Silver values rose as haven buying drove precious metals 
higher. Platinum and palladium climbed as the U.S. imposed further sanctions 
on the world’s second-biggest producer as concern about the political tension 
between Russia and America escalates. The scarcity of physical palladium 
and a strong borrowing market developed among users and speculators which 
took the prices of palladium to a 16-year high. Platinum prices shot up on the 
back of declining supply and increasing demand from the automobile sector 
across the globe.

Open Close % Change

Gold 40837.50 42472.50 4.00%

Silver 539.70 561.30 4.00%

Platinum 30270.00 32180.00 6.31%

Palladium 28434.00 29956.00 5.35%

Base Metals
Copper rose to a near three-year high on signs of stronger demand in top 
consumer China while inventories fell in London warehouses. Increased 
growth forecasts from the International Monetary Fund were complemented 
by Chinese government remarks about the possible curtailment of scrap 
copper imports to give the metal its best weekly performance in fi ve months. 
Copper benefi ted from supply disruptions due to Beijing-imposed capacity 
curbs and declining stocks with fi rm demand from China.

Open Close % Change

Copper 637.50 678.50 6.43%

Energy
The price of energy commodities saw mixed trend over the period of a 
month during August as the price of Brent Crude and crude oil declined 
and price of heating oil and natural gas rose. Increasing OPEC production 
and increasing OPEC exports are the reason the market had been trading 
lower. Oil prices tumbled triggered by a stronger US Dollar, concerns over 
growing supply from non-OPEC producers, and signs of potential slower 
oil demand growth in China. Oil prices fell on news that refi nery runs in 
China dropped in July. Furthermore, fall in the oil price was triggered by 
concerns of oversupply as Libyan output improved and US fuel inventories 
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rose despite the peak summer driving season. However, a bullish trend was 
seen in natural gas as damage from Tropical Storm Harvey was seen halting 
production and pipeline operations. The damage from the hurricane, together 
with subsequent raining and fl ooding, disturbed natural gas production in the 
Eagle Ford shale basin and Gulf of Mexico. The storm had taken about 14 
percent the nation’s refi ning capacity offl ine. The national average price of 
gasoline rose, as major refi neries in the Houston area closed down.

Open Close % Change

Brent Crude 5231.00 5229.00 -0.04%

Crude Oil 4978.00 4731.00 -4.96%

Heating Oil 43.73 46.29 5.85%

Natural Gas 278.60 303.30 8.87%

Agro 
August witnessed bearish patterns across the agro commodities except for 
cotton and soybean oil. After an optimistic reports about the next main 
growing season by farmers of the Ivory Coast, the cocoa prices underwent 
bearish for the month. Coffee price declined and hit one-month low because of 
lower physical demand and a stronger dollar. Corn price dipped to the lowest 
level for six weeks, after wetter forecasts and an unexpected improvement 
in U.S. crop conditions. Unfavorable weather conditions in Texas led to 
the destruction of a portion of unharvested crop by rain and high winds 
resulting in the hike of the cotton price. A US decision to hike import duties 
on soya oil-based biodiesel from major producing economies like Indonesia 
and Argentina for allegedly subsidizing their biodiesel exporters triggered 
price hike. With more rain and cooler temperatures that was expected in the 
coming weeks in the central US, price of soybean has gone down. The price 
of sugar fell from a two-month high after technical resistance, fi rmer dollar 
and continued producer selling. The wheat price declined and hit the lowest 
since mid-June. Because of heavy inventory and largely non-threatening 
weather for U.S. crops, there is a bearish trend in Chicago grain and oilseed 
futures and options.

Open Close % Change

Cocoa 207.70 192.10 -7.51%

Coffee 306.30 284.10 -7.25%

Corn 14.50 13.30 -8.28%

Cotton 154.56 157.34 1.80%

Soybean Oil 76.24 76.54 0.39%

Soybean 36.32 34.38 -5.34%

Sugar 32.76 31.42 -4.09%

Wheat 17.27 14.96 -13.38%

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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Potato
The data of Trade & Export Promotion Centre (TEPC) 

Biratnagar demonstrated that potato & other vegetables 
worth Rs 1.40 billion were imported via different borders 

of Eastern Nepal in 2013-14. In 2015-16, the import 
increased by three times. According to a report by Nepal 

Government, potatoes worth 370 million rupees were 
imported annually. Recently, Nepal Government had 

launched a 10-year plan to cut dependence on vegetable 
imports from India & make Nepal self-reliant in food.
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Precious Metals
September observed a bearish trend in precious metals except for palladium. 
Gold declined as easing concerns over North Korea’s nuclear ambitions and 
the impact of Hurricane Irma slowed demand for the metal while the dollar 
strengthened. Silver prices declined as participants reduced their exposure 
after the metal prices fell in the global markets. Both gold and silver price 
fell to its lowest after the Federal Reserve signaled that it was on track 
to raise U.S. interest rates again in December. Platinum price reached 
its lowest level in six weeks as the tensions eased over the North Korea. 
The metal declined after the World Platinum Investment Council (WPIC) 
reported that the global platinum market moved back into a surplus during 
the second quarter. According to the WPIC, the platinum market moved 
into surplus during the quarter as a rise in refi ned supply and a drop in 
automotive and industrial demand erased the prior quarter’s 305,000-ounce 
defi cit. Palladium price inclined since the metal has benefi tted from the 
switch to petrol engines and expectations for growth in hybrid electric 
vehicles, which tend to be gasoline-powered. 

 Open Close % Change

Gold 42467.50 41237.50 -2.90%

Silver 566.70 535.90 -5.43%

Platinum 32180.00 29420.00 -8.58%

Palladium 29980.00 30053.00 0.24%

Base Metals
The decline in the price of copper can be attributed to a lot of factors. 
Copper hit its lowest in more than a month after the Federal Reserve raised 
expectations of another U.S. interest rate hike this year, boosting the dollar. 
The Fed said that it expected one more increase by the end of the year, 
driving the dollar to a two-month high making dollar-priced metals costlier 
for non-U.S. investors. Moreover, copper slipped as traders locked in 
profi ts ahead of the outcome of a European monetary policy meeting. Also, 
the data from China pointed to slowing demand. Data showed slower than 
expected growth in investment, factory output and retail sales.

Open Close % Change

Copper 684.20 649.90 -5.01%

Energy
The price for energy commodities in the month of September, 2017 saw 
an overall bullish trend as three out of four commodities moved towards 
north whereas natural gas price moved towards south. Trouble between 
Turkey and the Kurds led oil prices to rise to their highest level in more 
than two years. Kurds held a referendum in their area in Iraq calling for 
setting up an independent Kurdish homeland for the ethnic group, who 
spill over the borders of neighboring Turkey, Iran and Syria. Moreover, 
oil prices rose after OPEC forecast higher demand in 2018 and Russia and 
Venezuela confi rmed their commitment to a production-cutting deal to 
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reduce the global crude surplus. After the Hurricane Harvey in the United 
States, the demand for oil started to increase. As the impact of Hurricane 
Harvey slowed down, the refi neries started increasing the production which 
increased its supply, but since the demand was also high, the price went up. 
However, the prices of natural gas fell down owing to the fact that there 
was a rise in the natural gas reserve in the United States. According to a 
weekly report of the US Energy Information Center, natural gas reserves 
increased by 65 billion cubic feet, which was more than 64 billion cubic 
feet compared to the market estimates.

Open Close % Change

Brent Crude 5282.00 5669.00 7.33%

Crude Oil 4731.00 5161.00 9.09%

Heating Oil 45.98 47.77 3.89%

Natural Gas 303.30 301.50 -0.59%

Agro 
Except for wheat, soybean and cocoa, the agro commodities observed 
bearish pattern in September. Technical buying and short-covering boosted 
the price of cocoa. Anticipated favorable rainy weather coming sooner than 
expected in top-grower Brazil and a technical sell-off led to the reduction 
in prices of coffee. Favorable conditions for the U.S. harvest increased 
expectations of good yields which added pressures on prices, as a result 
the corn prices fell. The cotton prices observed a bearish trend. After a 
high cotton price in the past six months, the price of cotton came down as 
demand was picking up with the favorable monsoon and festive season. 
The price of soybeans observed a bullish trend as a consequence of strong 
demand, weak U.S. dollar, and dry weather concerns in Brazil. Soybean 
oil hit 9-week low and observed a bearish trend. Lower purchases by the 
world’s biggest importer of soybean oils resulted in fall in the price of the 
oil. Lack of follow-through selling and light short-covering in Brazil helped 
sugar prices fall although a stronger dollar was capping gains. However, the 
wheat price observed a bullish trend. Bargain-buying and expectations of 
lower production in Canada caused a price hike.

Open Close % Change

Cocoa 192.10 205.40 6.92%

Coffee 283.80 282.20 -0.56%

Corn 14.03 14.00 -0.21%

Cotton 157.40 150.82 -4.18%

Soybean Oil 76.72 72.44 -5.58%

Soybean 34.71 35.60 2.56%

Sugar 31.40 31.12 -0.89%

Wheat 15.91 16.49 3.65%

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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Garlic
According to the statistical 
information on Nepalese 

Agriculture, the production of garlic 
increased by 12.75% to 50426 

metric ton in 2016. Garlic is mostly 
grown in districts such as Sunsari, 

Sindhupalchok, Kavre, Bara, 
Kapilbastu, Salyan, Banke, Bardiya, 

Kailali, Surkhet, Saptari, etc.
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MEX Wishes Brokers
on the Festive Occasion of
Dashain & Tihar

On the auspicious occasion of Dashain and Tihar, MEX representatives have been visiting the 
3-Star and 2-Star brokers affiliated with the exchange. The visits have been initiated with a 
view to thank the brokers for being an integral part of MEX and also share some lighter 
moments as the festival is right around the corner.



Precious Metals
October witnessed a bullish momentum across the precious metals bracket 
except for gold. Gold hit the lowest in two months as the US Dollar rose to a 
more than seven-week high and the reading of the U.S. employment rate and 
wage growth on last month which supported the expectation of interest rate 
hike in December leading to higher dollar and treasury yields. U.S. Treasury 
yields increased as investors focused on who would replace Janet Yellen as 
the next chair of the Federal Reserve. Furthermore, the price shrunk after 
the European Central Bank (ECB)’s stance which stated that it would halve 
its bond purchases to 30 billion euros ($35 billion) a month from January, 
but extended the programme by nine months and kept the doors open for 
possible further extensions in time and amount. Silver price rose after U.S. 
President Donald Trump warned he might ultimately end a 2015 nuclear 
agreement with Iran and after weak US infl ation data undermined the case 
for interest rate rises. Platinum was up due to the offsetting of short positions 
after the prices had declined to the lowest since July 2014. Both platinum and 
palladium traded higher during October. Palladium climbed as countries vow 
to reduce the sale of gasoline and diesel-burning cars. Palladium benefi ted 
from the same surge in investor interest that had pushed up the price of metals 
used to make lithium-ion batteries in electric cars.

Open Close % Change

Gold 41227.5 40860 -0.89%

Silver 536.2 536.9 0.13%

Platinum 29392.5 29587.5 0.66%

Palladium 30050 31379 4.42%

Base Metals
Copper prices reached their highest level in four weeks as speculators 
kept buying in response to expectations of potential shortages in China. 
China’s producer price inflation unexpectedly accelerated to a six-month 
high in September as a construction boom showed no signs of abating 
and as a government crackdown on air pollution triggered fears of winter 
shortages. The inflation reading followed data showing China’s copper 
imports surged in September, fuelling optimism about demand.

Open Close % Change

Copper 655.6 685.5 4.56%

Energy
The price of energy commodities in the MEX terminal saw bullish tone in 
the month of October as the prices of Brent Crude, Crude Oil and Heating 
Oil moved towards north for the month. However, the price of Natural Gas 
saw bearish trend in the month. The investors have remained bullish after 
the news from Organization of the Petroleum Exporting Countries (OPEC) 
that they will stick to production cuts. The prices of Brent Crude and Crude 
Oil increased by 7.89% and 5.54% respectively. The main reason was the 
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reduction in oil storages in the US and a strong economic indicator in 
China. Moreover, worsening relationship between United States and Iraq 
and continuous reduction in the number of oil rigs in the US had helped 
price rise. But, on the other hand, low demand of natural gas in the US led 
to the decline in its price. The low demand can be accredited to the normal 
seasonal conditions.

Open Close % Change

Brent Crude 5667 6114 7.89%

Crude Oil 5162 5448 5.54%

Heating Oil 47.79 49.74 4.08%

Natural Gas 301.4 288.3 -4.35%

Agro 
October saw a mixed trend in the agro commodity bracket, where 
commodities like cocoa, soybean oil, soybean and sugar treaded north. The 
price of cocoa had risen due to signs of improved demand with Europe’s 
third-quarter grind climbing to a six-year high. Moreover, improved 
demand helped to boost prices. However, coffee stumbled because of 
stronger dollar and rainfall in top-grower Brazil. US corn also showed a 
bearish pattern as North America’s harvest began to fill the market with 
supply. Cotton prices fell by about 4 cents per pound in September, to 
finish the month at almost 67 cents, about 5.7% lower than at the end 
of August, according to the data from U.S. Department of Agriculture 
(USDA). Expected damage from Hurricane Harvey led to price rise. But, 
later damage from the storms turned out to be less, the price dropped. 
Due to the increase in demand of soybean, the price of soybean took a 
bounce. According to the agricultural division of the United States, a 
total of 706500 tonnes of soybean was sold in China. Sugar prices went 
up as mills in Brazil’s Centre South cut their allocation of cane to sugar. 
Furthermore, ongoing festive season in India supported the price. Due to 
cold weather in the United States and weak US Dollar, the price of wheat 
went bearish this month.

Open Close % Change

Cocoa 204 209.1 2.50%

Coffee 281.1 275.9 -1.85%

Corn 13.95 13.58 -2.65%

Cotton 151.42 150.82 -0.40%

Soybean Oil 72.44 76.58 5.72%

Soybean 35.49 36.16 1.89%

Sugar 31.06 32.48 4.57%

Wheat 16.38 15.33 -6.41%

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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Chili
According to the statistical information on Nepalese Agriculture, 
the production of chili increased by 2.18% to 41,046 metric ton 
in 2016. Chili is grown in 72 districts of Nepal and the major 
districts are Panchthar, Ilam, Morang, Sunsari, Saptari, Kavre, 

Dhading, Dhanusha, Mahotari, Kapilbastu, Rauthat, Bara, 
Chitwan, Dailekh, Doti, Kailali & Kanchanpur, etc.
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Precious Metals
The precious metals basket underwent a mixed trend during the review period 
as gold, platinum and palladium tread bullish trend and silver tread bearish. 
The US Dollar fell against a basket of currencies, as investors hesitated at 
emerging details of the U.S. Senate Republicans’ version of a tax cut plan. 
The U.S. House of Representatives approved a package of tax cuts, while 
a Senate panel advanced its version of the legislation that had President 
Donald Trump’s backing. The Senate version of the measure encountered 
resistance from some within the Republican ranks. This fed doubt among 
investors which hurt the dollar and helped gold. However, silver fell giving 
up the prior session’s gains on pressure from the rising dollar, expectations 
for U.S. interest rate hikes and as the market entered a holiday week. The 
US Dollar touched the highest against a basket of major currencies, as the 
euro weakened amid political risks linked to German Chancellor Angela 
Merkel’s failure to form a three-way coalition government. Platinum rose on 
the back of robust demand from the major consuming nations. Furthermore, 
workers employed by Lonmin’s community shareholder Bapo Ba Mogale 
were protesting that they had not been fully paid, causing minor disruption 
at two of the platinum mines causing the prices to tread higher. Palladium 
inclined from the news that Norilsk Nickel is planning to boost purchases 
of palladium for its fund from Russian central bank reserves to help ease 
shortages in the market.

Open Close % Change

Gold 40860 40920 0.15%

Silver 537.1 524.3 -2.38%

Platinum 29587.5 30292.5 2.38%

Palladium 31381 32268 2.83%

Base Metals
Base metals slid as data from China fuelled fears of a slowdown in the 
world’s top commodities consumer, with falls in oil and global stocks 
indicating broad-based caution among investors. Copper prices also fell 
after weaker-than-expected economic data from China raised concerns 
over demand. China’s economy cooled further last month, with industrial 
output, fixed asset investment and retail sales missing expectations as the 
government extended a crackdown on debt risks and factory pollution.

Open Close % Change

Copper 685.5 670.3 -2.22%

Energy
The price for energy commodities in the month of November saw an 
overall bullish trend as all four commodities in the energy basket treaded 
towards north. Oil prices rose supported by supply cuts by major exporters 
as well as continuing concern about political developments in Saudi 
Arabia. Moreover, rising global demand data and expectations that OPEC 
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and other oil producing countries might put forward an agreement to cut 
output. Similarly, oil prices settled higher contributed by tighter supplies 
amid ongoing disruption to the Keystone pipeline. Likewise, natural gas 
have bounced as fundamental concerns about an arctic blast and future 
winter weather arose. Moreover, the cold weather has been accompanied 
by deficit of natural gas inventory. The price have bounced by almost 
10 percent since the month start. Furthermore, significant warmer than 
average temperatures in late September and early October, followed by a 
colder than average temperatures in late October and early November have 
boosted both the cooling and heating demand respectively.

Open Close % Change

Brent Crude 6104 6338 3.83%

Crude Oil 5447 5701 4.66%

Heating Oil 49.74 50.21 0.94%

Natural Gas 288.5 303.6 5.23%

Agro 
November prices for agro commodities witnessed mixed trend. Cocoa, 
corn, soybean oil and wheat had bearish mark whereas other commodities 
had bullish mark. Cocoa prices dropped backed by continuing worries 
about repurchase the export of 200,000 to 250000 tons of cocoa by 
the world’s largest producer, Ivory Coast. Lack of production as per 
increasing demand in major coffee producing countries resulted in price 
hike. Likewise, seasonal factors also contributed to the price appreciation. 
Abundant supply of corn created a weak demand environment, as a result, 
the price of corn flattened. USDA gave us a mildly bullish supply demand 
report for November. And, after a typical market fake-out, cotton prices 
reversed and moved higher. Strong demand in China, potential weather 
effect and political instability in South America contributed to the rise in 
price of soybean. Sugar price escalated because of dry weather in India. On 
the other hand, South Africa had put tax on the sugar, which intensified the 
price of sugar. Chicago wheat futures shrunk with abundant global supply 
pressuring prices.

Open Close % Change

Cocoa 208.8 204.8 -1.92%

Coffee 274.7 282.9 2.99%

Corn 13.58 13.41 -1.25%

Cotton 150.8 160.14 6.19%

Soybean Oil 76.4 74.36 -2.67%

Soybean 36.14 36.21 0.19%

Sugar 32.4 33.2 2.47%

Wheat 15.36 15.2 -1.04%

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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Turmeric
According to the statistical 
information on Nepalese 

Agriculture, the production 
of turmeric decreased by 
10.32% to 64,400 metric 
ton in 2016. Turmeric is 
mostly grown in districts 

like Ilam, Morang, Saptari, 
Sindhupalchok, Ramechap, 

Sindhuli, Makawanpur, 
Mohattari, Sarlahi, Rauthat, 
Kaski, Arghakhachi, Salyan, 
Dailekh, Surkhet, Kailali & 

Kanchanpur, etc.
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OPEC(Organization of the Petroleum Exporting Countries)-led production 
cuts. Furthermore, rise in the Chinese crude demand and threat of a strike in 
Africa’s largest oil exporter, also pushed price. The US Energy Information 
Administration (EIA) reported that US natural gas stocks increased, which 
eased the supply, leading to price fall. Moreover, the improvement of 
weather after a cold spell in the US indicated a return to the mild weather, 
which further pressured the price of natural gas.

Open Close % Change

Brent Crude 6229.00 6659.00 6.90%

Crude Oil 5704.00 6009.00 5.35%

Heating Oil 50.02 54.43 8.82%

Natural Gas 303.60 295.30 -2.73%

Agro 
The month of December saw a mixed trend in the agro commodities 
basket as cotton and sugar treaded north whereas cocoa, coffee, corn, 
soybean and wheat treaded south. The cocoa prices fell to a two-month 
low attributed to favorable crop conditions in West Africa. Moreover, 
abundant global supplies of cocoa and stronger pound further pressured 
the price. Rising production in the top grower Vietnam boosted supplies, 
which pressured coffee price. The corn price saw a bearish trend anchored 
by plentiful global grain supplies. However, cotton price rose because of 
tightening world stocks and ever-increasing world consumption. Improved 
weather condition across top producers, Brazil and Argentina’s drought-
hit regions enhanced expectations for abundant harvest in South America, 
which further pushed the soybean price. The sugar price rose amid worries 
regarding tighter supplies of sugar than expected out of Brazil early next 
harvest as producers concentrated on ethanol production. The wheat price 
saw a bearish trend as a higher-than-expected offi cial estimate of Canadian 
output cleared doubts over the harvest. The ample supplies of wheat further 
pressured the price.

Open Close % Change

Cocoa 204.80 188.80 -7.81%

Coffee 283.10 277.80 -1.87%

Corn 14.02 13.78 -1.71%

Cotton 160.12 173.00 8.04%

Soybean Oil 74.76 73.26 -2.01%

Soybean 36.21 35.28 -2.57%

Sugar 33.18 33.34 0.48%

Wheat 16.10 15.66 -2.73%

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)

Precious Metals
The precious metals basket underwent a mixed trend during the month of 
December as gold, silver and palladium treaded north whereas platinum 
treaded south. At the beginning of the month, the gold and silver price 
steadied near its weakest level in almost four months amid expectations 
that the Federal Reserve would raise interest rates. The gold price 
reached the trough on 12th December which was the four-month low as 
US tax reforms fuelled optimism about the US economy and boosted the 
dollar. However, gold and silver prices edged by the end of the month, as 
the dollar dropped on the concern about the progress of US tax reform. 
Moreover, U.S. data on domestic gross domestic product, jobless claims 
and regional business activity did not alter traders’ views on a stable 
economy, leading the gold and silver price to escalate. Moreover, 
platinum touched a five-month low amid speculation of reduced demand 
from China. Palladium inched up and briefly touched the highest level 
since February 2001 on expectations for a shift in demand from diesel 
to gasoline-fueled cars, which use the metal in their catalytic converters. 
Moreover, palladium escalated on heightened vehicle demand and a 
current supply deficit.

Open Close % Change

Gold 40952.50 41955.00 2.45%

Silver 526.30 545.90 3.72%

Platinum 30285.00 30037.50 -0.82%

Palladium 32270.00 33917.00 5.10%

Base Metals
The copper prices scaled on expectations of strong demand in top consumer 
China. It was reinforced by data showing China’s industrial output, which 
rose more than the analysts’ estimates. The copper price was supported by 
positive fundamentals and concerns of future industrial action. Ongoing 
positive global risk appetite, fueled by expectations of a US tax reform and 
encouraging macro-dynamics in China, has led to the price hike. Moreover, 
optimism about demand and supply disruptions at mines combined with 
China’s order to its top producer to halt output to check winter pollution, 
also supported price rise.

Open Close % Change

Copper 676.30 726.00 7.35%

Energy
The price of energy commodities saw mixed trend over the period of a 
month during December as price of Brent Crude, Crude Oil and Heating 
Oil treaded north while Natural Gas treaded south. The oil price drove 
by strong demand and declining global inventories. Oil prices soared 
after the shutdown of the Forties North Sea pipeline which knocked out 
signifi cant supply from a market which was already tightened due to 
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Honey
According to experts, annual demand for honey in the 
domestic market stands at around 5,000 tons but the 

beekeepers are able to produce only around 4,500 tons 
annually. Nepal has the capacity to accommodate more 

than one million beehives but currently, only around 
300,000 hives are used. According to the Federation of 

Nepal Beekeepers in Dang, honey production has increased 
by 100 tonnes in 2016 compared to 2015. 320 tonnes of 

honey was produced in 2016.
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SPACE - Institutional Training

In a fast-evolving fi nancial era where every second matters, 
Mercantile Exchange Nepal Limited is proud and privileged to 
introduce SPACE i.e. Strategic Participation in Commodities 
Education on May 2014 with a vision to armor the students with the 
knowledge of the commodity market and since derivative trading 
is a new practice in Nepal, SPACE focuses on minimizing the gap 
between theoretical knowledge and practical application of the 
subject matter. Through this initiative, MEX Nepal is endeavoring 
to armor the participants from various colleges and universities a 
fi rsthand knowledge of the subject from the leading practitioners of 
the industry. Since Nepal is adapting various fi nancial 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 2017 are listed below. 
5th January: MEX Nepal conducted SPACE i.e. Strategic 
Participation in Commodities Education, at Uniglobe College for the 
MBA students. The training included the basics of the market along 
with the various integral aspects of the commodity market.
12th January: MEX Nepal conducted SPACE i.e. Strategic 
Participation in Commodities Education, 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.
3rd February: MEX Nepal conducted SPACE i.e. Strategic 
Participation in Commodities Education, at Nepal Adarsh 
Bahumukhi Campus in Bidur, Nuwakot, targeted towards the MBS 
& BBS students, the topic was Basic of Commodity Market and its 
Status in Nepal. The training included the basics of the market along 
with the various integral aspects of the commodity market. The 
Chairman, Mr. Basant Lal Shrestha and the Founder of the college, 
Mr. Narayan Man Dangol also participated in the training program. 
24th March: MEX Nepal conducted SPACE at Liberty College for 
the BBA students. The training included the basics of the market 
along with the various integral aspects of the commodity market.
17th May: 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.
9th June: MEX Nepal conducted SPACE at Nepal Commerce 
Campus (NCC). 
29th June: MEX Nepal conducted SPACE at South Asian Institute 
of Management (SAIM) for the BBA/MBA students. The training 
included the basics of the market along with the various integral 
aspects of the commodity market.
12th July: MEX Nepal conducted SPACE at Ace Institute of 
Management. The training included the practical aspects of the 
commodity market along with the various analysis involved.
3rd August: MEX Nepal conducted SPACE at NASA International 
College for the BBA students. The training included the practical 
aspects of the commodity market along with the various analysis 
involved.
23rd August: MEX Nepal conducted SPACE at King’s College for 
the BBA students. The training included the practical aspects of the 
commodity market along with the various analysis involved.
1st November: MEX Nepal conducted SPACE at Kathmandu Model 
College for the BBA students. The training included the basics of the 
market along with the intricacies related with the software. 
Interested participants can register in SPACE by following the link: 
http://www.mexnepal.com/webpages/space-a-mex-initiative.asp
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The need of fulfi lling the corporate social responsibility initiatives in business practice seems to be important in response to the dramatic environmental 
changes as well as to the existing social problems in the society. Operating in the society, makes it important for organizations to maintain a balance between 
profi t-making and welfare of society. Hence, we try to make sure that we equally contribute to the society and the environment while fulfi lling our day to day 
responsibilities. We are continuously 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 Organization, Government School, 
Old Age Home, Blood Donation Program etc. are some of the initiatives where we have shown our maximum contribution on since our inception. Some of the 
major initiatives taken by MEX to serve the needy section of the society and for the social welfare in 2017 are listed below:
3rd February: MEX Nepal provided charity to Rasuwa Langtang Liring Orphan Society. MEX Nepal provided fi nancial assistance for the clearance of rental 
bills. Ms. Meena Lama, representative from the charitable organization, accepting the contribution from Mrs. Sonu Jain, General Manager at MEX Nepal. 
25th May: MEX Nepal provided charity to House for Rescue of the Affl icted Children (HORAC). MEX Nepal provided fi nancial assistance to purchase school 
text books for the children studying in Shree Shubhakamana Academy. Mr. Tej Bikram Shahi, President of HORAC, accepted the contribution from Mr. 
Narendra Pd. Bhatt, Deputy General Manager & Spokesperson at MEX Nepal. 
23rd August: In light of the devastation caused by the fl oods in the Terai Region, Mercantile Exchange Nepal Limited provided fi nancial assistance for the fl ood 
victims through Alliance for Disaster Relief.

MERCANTILE EXCHANGE
CHARITY TRUST

2017
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Member & Broker Activities – 2017
Members and brokers are an integral aspect of any exchange. In Mercantile Exchange Nepal 
Limited, the preceding sentence holds higher relevance as we encourage the organization 
of such activities increasing market awareness to increase the market penetration in Nepal. 
Due to the geographical location of the nation, 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 benefits of it. Our members and brokers have 
been conducting programs of various stature in order to meet the objectives. 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 activities in 2017.
16th January: Envisage Investment Pvt. Ltd in association with MEX Nepal organized a 
Training on Basics & Software.
20th January: Pioneer Professional Academy in association with MEX Nepal organized a 
Training on Basics, Fundamental Analysis and Fund Management.
15th February: Pioneer Professional Academy in association with MEX Nepal conducted a 
training on Commodity Market at Kathmandu College of Management (KCM). The training 
included the basics of the market along with the various integral aspects of the commodity 
market.
17th February: Envisage Investment Pvt. Ltd in association with MEX Nepal conducted a 
seminar on Commodity Market in Nepal at Liverpool International College. The training 
included the basics of the market along with the various integral aspects of the commodity 
market.
25th February: Pioneer Professional Academy in association with MEX Nepal conducted 
a training on Basics of Commodity Market and Uses of Software. The training included 
the basics of the market along with the various integral aspects of the commodity market.
2nd March: Envisage Investment Pvt. Ltd in association with MEX Nepal organized 
Training on Basics & Software of Commodity Market.
15th March: Pioneer Investment Management in association with MEX Nepal conducted 
training on Live Market Trading Strategies. The training included the strategies related to 
the live market. Mr. Yogesh Daruka, Fund Manager, provided insightful strategies for the 
same. 
26th May: Pioneer Investment Management in association with MEX Nepal conducted 
training on Derivatives. The training included the basics of Commodity, Fundamental tools 
and its technical aspects. 
10th July: Sunrise Commodities Pvt. Ltd in association with MEX Nepal organized a 
Seminar on Commodity Derivative at Shubharambh College of Management at Simara, 
Bara. 
11th July: Sunrise Commodities Pvt. Ltd in association with MEX Nepal organized a 
Commodity Market Training at Simara College, Simara, Bara. 
24th July: Devine Investment Pvt. Ltd. organized a clients’ interaction program at Tulsipur, 
Dang. Commodity traders of that area participated in the discussion. Mr. Vijay Kumar 
Pandey, CEO of Devine Investment & Trade Pvt. Ltd. took a lead on the discussion to brush 
up the knowledge of commodity traders. Some interested new faces had also participated on 
the discussion program to know about the various intricacies of commodity trading. 
29th July: Laxmi Gold Investment Pvt. Ltd. in association with MEX Nepal conducted a 
Seminar on Commodity Market & its Advantages in Biratnagar. The major objective of the 
program was to educate people about the commodity market and address the advantages 
related with it. Mr. Rabindra Kayastha, Executive Chairman of Laxmi Gold Investment Pvt. 
Ltd. gave the presentation and entertained queries of the participants. 
1st August: Envisage Investment Pvt. Ltd. in association with MEX Nepal organized a 
Training on Basics & Software.
15th August: Devine Investment & Trade Pvt. Ltd. in association with MEX Nepal conducted 
a Commodity Market Training at Shahid Smarak College, Kirtipur, for BBA Students. The 
training included a briefing on the basics of the markets along with the analysis involved 
and the trading software. 
24th September: Devine Investment & Trade Pvt. Ltd. in association with MEX Nepal 
conducted a Commodity Market Training at Khwopa College, Bhaktapur, for the MBS 
Students. The training included a briefing on the basics of the markets along with the 
analysis involved.
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Reminiscing - 2017
March

8th - 11th March:

Celebrating 20 Years of Cooperation and Friendship for the greater good of 
Evolving Futures Markets in Emerging Countries, Association of Futures 
Markets (AFM) organized its 20th Anniversary Conference at Buenos 
Aires, Argentina. CEO of MEX Nepal, Mr. Jitesh Surendran was invited 
and also shared his views on 2 panel discussions on the topic “Current 
Status of the Soft Commodity Market” in MATba, Buenos Aires and 
“What the Future Holds for the Industry?” in ROFEX, Rosario. Around 
50 exchanges and regulatory bodies from around the globe marked their 
presence on this momentous occasion.

14th March:

Given the magnitude of the importance of the organization’s role in the 
overall functioning of the economy, MEX Nepal has always pledged to 
uplift the status of the market participants with an assurance of qualitative 
management. Keeping the pledge in mind, URS UK has recognized the 
organization’s Quality Management System which complies with ISO 
9001:2015 directives.

14th March:

MEX Nepal was honored and privileged by the gracious visit of Mr. 
Amir Raza Khan, Vice President of Capital Markets Business Unit, 
Lahore, Pakistan and his team. On behalf of MEX Nepal, Mrs. Sonu Jain, 
General Manager and Mr. Narendra Pd. Bhatt, Deputy General Manager, 
explained about the company and its operational mechanism. Mr. Khan 
also shared experiences of his company and its plans of stabilizing stock 
and commodity exchanges in the emerging markets. 

27th March:

Finance Minister, Mr. Krishna Bahadur Mahara had submitted Commodity 
Market Bill-2073 to the Parliament.

May

11th May:

Mr. Jitesh Surendran, CEO of MEX Nepal, was elected as the Vice 
Chairman of the South Asian Federation of Exchanges (SAFE) for the 
term 2017-2019 at the 13th General Assembly Meeting of SAFE held at 
Bombay Stock Exchange, India. Being elected as the Vice Chairman of 
SAFE, Mr. Surendran has proved his as well as MEX Nepal’s prominence 
in Nepalese derivatives commodity market. This recognition has added 
another feather in his cap as well as another milestone in the company’s 
long list of achievements.  

29th May:

Commodity Derivative Market Featured in Economic Survey 2073-74 

June

21st - 22nd June:

MEX Nepal welcomed the dignitaries from Royal Securities Exchange 
of Bhutan Limited (RSEBL) and Food Corporation of Bhutan Limited 
(FCBL) to explore the possibility of listing Bhutanese products in our 
platform. The two-day discussion evolved around various agendas 
including the process and the logistics involved to meet the desired result.

July

30th July:

Commodity Market Bill was passed by the Parliament.

January

21st January:

The 8th MEX Annual Awards - 2016 Distribution Ceremony was held at 
Shangri-la Hotel with the objective of awarding the outstanding brokers of 
2016. The event was graced by President of Rastriya Prajatantra Party & 
Ex-Deputy Prime Minister, Mr. Kamal Thapa.

23rd January:

MEX Nepal launched a completely new derivative instrument for live 
trading – OPTION, fi rst of its kind in Nepalese Derivative Market.

February

1st February:

CEO of MEX Nepal, Mr. Jitesh Surendran, was invited to the induction 
session of White House Graduate School of Management. Targeted 
towards the fresh batch of MBA students, the topic was “Derivative 
Markets - Scope & Limitations”. An interactive session also took place 
where the participants took turns to put across questions related towards 
the derivative market of Nepal. 

3rd February:

With immense pride, MEX Nepal has renewed the membership of 
Association of Futures Markets (AFM). Formally established in 1998, 
AFM is a not-for-profi t organization with a prime objective to promote and 
encourage the establishment of new derivative and related markets. This 
renewal proves once again that MEX Nepal is committed to work closely 
with other exchanges on a global basis to bring the best in the international 
arena to the domestic markets. 

4th February:

MEX Nepal organized a Seminar on Commodity Market in Bidur, 
Nuwakot. The training included the basics of the market and other aspects. 

16th February:

National Planning Commission has incorporated the formation and 
implementation of Act related to Commodity Derivatives Market in its 
14th Plan. We acknowledge and appreciate the efforts of National Planning 
Commission and wish the successful implementation of the plan. We 
envision that Commodity Derivatives Market will defi nitely receive added 
impetus.

17th - 19th February:

MEX Nepal participated in the Nepal Agritech International Expo 
2017 which was held at Bhrikuti Mandap. With a view to promote the 
agriculture sector of Nepal, the expo witnessed participation from various 
other countries.

18th February:

MEX Nepal received a token of love at the Alfresco Open Art Exhibition 
cum Competition 2017. The event was organized by Alfresco Media and 
Management Pvt. Ltd. CEO of MEX Nepal, Mr. Jitesh Surendran accepted 
the token from Mr. Shyam K. Shrestha, CEO of Alfresco Media and 
Management Pvt. Ltd. 

27th February:

CEO of MEX Nepal, Mr. Jitesh Surendran participated in the South Asian 
Federation of Exchanges (SAFE) Workshop & Panel Discussion and also 
the SAFE Executive Committee Board Meeting at Colombo, Sri Lanka. 
Leaders from the South Asian capital markets were united in their call for 
improved integration of regional markets as they shared their views on 
the way forward for exchanges in South Asia. The views were expressed 
by Chief Executives of Stock and Commodity Exchanges from around 
South Asia. 
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August

2nd August

Mercantile Exchange Nepal Limited organized the Award Distribution 
Ceremony of MEX Option Trading Challenge-2017. MOTC-2017 was 
an option trading challenge where any individual could participate and 
trade in variety of MEX products on a stimulated trading environment 
on a real time professional basis in MEX Option trading platform. 
MOTC-2017 opened on 3rd July 2017 and concluded on 31st July 2017. 
Mr. Bishwas Basnet secured the 1st position while Mr. Salil Shrestha and 
Mr. Dil Krishna Tamang secured 2nd and 3rd positions respectively. On the 
occasion, CEO of MEX Nepal, Mr. Jitesh Surendran, gave away the prizes.

3rd August:

National Business Initiative (NBI) organized the 2nd episode of “NBI 
Responsible Business Summit 2017” on 3 August 2017. The Honorable 
Prime Minister of Nepal inaugurated the summit and also gave the 
inaugural speech. The event had an exceptional assembly of nearly fi ve 
hundred top managers, CEOs, business persons, civic activists, media 
personnel and academicians interested and engaged in responsible 
business. MEX is privileged to have participated in this august gathering.

4th August:

SEBON invited stakeholders of the Commodity Market to present Key 
Points in the Passed Bill related to Commodity Market and to discuss on 
the Framework of the Regulations.

28th August:

Honorable President of Nepal, Mrs. Bidhya Devi Bhandari certifi ed the 
Commodity Market Bill.

September

2nd - 4th September:

Global Entrepreneurship Bootcamp-2017 was an intensive educational/
leadership session designed for youths between the ages of 16 and 25. 
In this regards, CEO of MEX Nepal, Mr. Jitesh Surendran, was formally 
invited to give away a speech on “Primary Market Research”. CEO of 
MEX Nepal also entertained queries regarding the markets after the slot for 
the speech. With a total number of participants at 50, it was an opportune 
platform to interact with the aspiring entrepreneurs of tomorrow.

11th September:

MEX Nepal Launches Option Trader in iOS

15th September:

MEX Nepal put up a stall at Bhat-Bhateni Supermarket & Departmental 
Store (Naxal) to aware the masses and entertain queries related to the 
commodity market.

October

24th October:

MEX Nepal received distinguished delegates from various government 
authorities to comprehend the functional aspects of the exchange. The 
government authorities included Ministry of Finance, Ministry of Law, 
Justice, Constituent Assembly and Parliamentary Affairs and SEBON. 
The representatives from MEX Nepal entertained queries from the august 
gathering.

November

7th November:

An Interaction Program on Commodity Market Regulation at SEBON. An 
interaction program on Commodity Market Regulation was organized by 
SEBON. Representatives from various exchanges, clearing house, brokers 
and media were present at the program.

26th November:

The Nepali Commodity Derivatives Market is now under the purview of 
SEBON. In this regards, SEBON had publicized the “Commodity Market 
Rules, 2074”.

December

18th December:

In a glitzy ceremony held at Soaltee Crown Plaza, CEO of MEX Nepal, 
Mr. Jitesh Surendran was honored with the Brand Leadership Award at the 
Nepal Brand Leadership Awards 2017. The award was presented by the 
Finance State Minister, Mr. Udaya Shamser Rana.
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DEVINE
INVESTMENT & TRADE PVT. LTD.
Let’s create your growth strategy together

HURRY UP !!!
OPEN TRADING ACCOUNT
WITH US AND GET A
           PHONE FREE

1) daily trading calls
2) daily news and data awareness
3) training for trade related subjects for free
4) gift hamper for trader of the month with certificate
5) tour packages of Thailand and Dubai for trader of the year

BANKING PARTNER OUR EXCHANGE PARTNER OUR CLEARING PARTNER

www.mexnepal.com www.hclearcorp.com

Our app available at Playstore

Sitapaila, Nagarjun Chock, Kathmandu Nepal
HEAD OFFICE

OUR SERVICES

9851196126 | 9848726306

devineinvestment1357@gmail.com

www.devineinvestment.com
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The earth’s resources is depleting with the passage of time and we are at the crossroads of human 
survival. Conserving and protecting the natural resources has been the need of the hour as we strive 
towards development. But at what costs? 

At MEX Nepal, we believe that environmental sustainability is the key so that the generations to follow 
can appreciate and acknowledge the resources that we have gifted with. 

Let’s mark today and every day to conserve the resources of our beautiful planet and learn to respect 
what we have been given. 

Environmental Sustainability
Measures with MEX

http://www.mexnepal.com/gogreen/index.html
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