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MARKETS/MACRO
Markets ended the week in rela�vely calm fashion last week with a�en�on turning from the
failure to reach agreement on the European Recovery Fund (ERF) to the US Federal Reserve
and ECB policy mee�ngs to be held this week. For the Fed, no further developments on QE or
interest rates are expected, but a number of strategists expect it to underline that its policies
will be in place indefinitely to support the economy and help a return to full employment and
achievement of its infla�on objec�ves. The ECB is expected to raise the size of its emergency
bond buying package (PEPP) by around ~EUR500bn to EUR1.250trn and to con�nue pressing
for a sizeable fiscal s�mulus. It is the main economic agent for the euro area and, as such,
President Lagarde will emphasise its willingness do what it takes to support the economy and
the smooth func�oning of markets. US equity markets closed Friday modestly higher ahead of
earnings season ramping up this week, with a number of bellwether tech names scheduled to
report -among them Amazon Inc. The Dow Jones Industrial Average closed out the week up
+1.11% to 23,775.27, the S&P500 advanced +1.39% to 2,836.74 and the NASDAQ Composite
rose +1.65% to 8,634.52. In Europe, similar moves were exhibited but in the opposite
direc�on, with investors remaining concerned that leaders of member countries can not agree



on the disbursement of the ERF. The FTSE100 slipped -1.28% to 5,725.23, the DAX declined -
1.69% to 10,336.09, the CAC40 retreated -1.3% to 4,393.32 and the EuroStoxx 600 fell -1.1% to
329.59. Crude oil inched higher on Friday as signs of further produc�on cuts emerged,
although, rising inventories and weak demand con�nue to weigh heavily on sen�ment.
Following on from reports that Kuwait and Algeria would cut produc�on ahead of the planned
1 May start of the recent OPEC+ supply agreement, the market was buoyed by disrup�ons to
US output. Drilling in onshore US fields fell the most in 14 years last week, with the number of
oil drill rigs opera�ng dropping by 60 to 378, according to Baker Hughes data. The Permian
Basin and New Mexico accounted for 62% of the shutdowns - an ominous sign considering this
region has been one of the more prosperous in the US. Oil storage tanks con�nue to fill and
US inventories rose by 15mbbl last week. Meanwhile the yield on the US 10y note was
broadly unchanged.  

On the data front, the German IFO April business condi�ons index fell to a record low at 74.3,
re-affirming the weakness seen in the PMI data last Thursday. Record lows were seen for
services and trade with the rate at which it has fallen being unprecedented as well. The
current situa�ons index fell to 79.5 vs 92.9 and the expecta�ons index dropped to 69.4 vs
79.5. In the US, University of Michigan April final consumer confidence was a touch be�er
than the ini�al es�mate. Current condi�ons rose to 74.3 vs 72.4 and expecta�ons were stable
(70.1 vs 70.0). It would appear the income and credit measures are suppor�ng confidence in
the outlook. Elsewhere, US March durable goods fell -14.4% m/m with core goods orders up
+0.1% m/m. Ex-transport, orders fell 0.2% m/m. However, with the US economy only heading
into lockdown in the la�er stages of the month, April data is likely to be a lot worse. The
yellow metal has failed a few �mes now at $1735 and is the level to watch on the topside,
with a break of this likely to extend gains.

PRECIOUS
Gold prices eased slightly on Friday on signs of stability in the US consumer confidence data,
which fell less than expected. This prompted investors to take some profits on longs aLer a
strong few weeks for the yellow metal. It remained generally well supported throughout Asia
and Europe on the back of weaker equi�es although was sold down during NYK toward $1710
– yet recovered reasonably well into the close. CFTC reports show that non-commercials have
reduced exposure over the course of last week, interes�ng considering in the past few
sessions we really only saw bids from macros, fast-money and ETFs, which begs the ques�on
of who is capping the metal at these decreasingly high levels? Producer’s have been ac�ve
sellers recently as well as systema�c traders and gamma longs – so it will be interes�ng what
the next leg is for gold, with a number of risk events penned in for the week. Silver, similar to
gold, was sold off to the key support of $15 in NYK and managed to recover late to round out
the week at $15.25. PGM’s remain uninspired, with pla�num holding above $750 support and
lacking any drive to push too far through the $765-775 area. Palladium ground higher on
Friday, slowly moving through $2000 on very limited volume.

A quiet session for gold so far today, aLer opening lower we found support in the early hours
around $1720, with bids under there holding the market up. We popped higher right around
the TOCOM open and punched back through $1725 briefly before se�ling back toward $1722-
23 leading into the China open. There was a marginally higher discount at the SGE open of
about $50 compared to the loco London price, which failed to garner any real interest from
Chinese investors. The spot price has remained flat since the open and the volumes are low to
moderate. Silver on the other hand has managed to slowly grind higher throughout the day
pushing off the lows to sit just off the highs as I write. Have a good day ahead. 
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