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REUTERS TECHNICAL ANALYSIS Q4 OUTLOOK 2013 - WANG TAO
Commodities will be mixed in the fourth quarter and are expected to move to different rhythms. Energy, precious and base metals may fall, with or without further rebounds, while agricultural products such as corn and wheat could have been much oversold, poised for decent bounces. Outlooks on softs are bullish. Dollar index may recover its fall, while Baltic dry index could rally
fast to keep its momentum.
** Wang Tao is a Reuters market analyst for commodities and energy technicals. The views expressed are his own. No information in this analysis
should be considered as being business, financial or legal advice. Each reader should consult his or her own professional or other advisers for business, financial or legal advice regarding the products mentioned in the analyses. **
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SPOT GOLD TO REVISIT JUNE 28 LOW OF $1,180.71 IN 3 MONTHS
Spot gold is expected to revisit its June 28 low of $1,180.71 per ounce over
the next three months, with a good chance of losing more to $1,086.
The depth of the fall from the record high of $1,920.30 has indicated a
reversal of the preceding uptrend that started at the 1970 low of $34.95.
It has taken almost 42 years for this trend to complete, as a result, the
current downtrend may have a long way to go.
The uptrend has adopted a three-wave mode, with the third wave, the
wave (C), having fully developed its five component waves labelled I, II, III,
IV, V. These wave counts strongly suggest a remote chance of gold to return to its glory peak at $1,920.30.
A Fibonacci retracement analysis on the rise from $34.95 to $1,920.30
reveals support at $1,200, the 38.2 percent level, which has apparently
triggered the rebound to the Aug. 28 high of $1,433.31.
It is not very clear if this rebound has finished, as it failed to reach its limit
at $1,475, the 23.6 percent retracement. Upon its completion, this rebound will be totally reversed.
A break below support at $1,200 will open the way towards $1,086, the
50 percent Fibonacci retracement on the rise from the Aug. 25, 1999 low
of $251.70 to $1,920.30.
Another Fibonacci retracement on the fall from the Oct. 5, 2012 high of
$1,795.69 to $1,180.71 shows that the rebound from $1,180.71 seems to
have ended around a resistance at $1,416, the 38.2 percent level.
A rise above the Sept. 19 high of $1,374.54 may signal an extension of the
rebound towards $1,475.
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SPOT SILVER TO FALL TO $18.19 IN THREE MONTHS
Spot silver is expected to revisit its June 28 low of $18.19 per ounce over the
next three months, as indicated by its wave pattern, a falling wedge and a Fibonacci projection analysis.
The metal is riding on a firm downtrend which is against the preceding uptrend that developed from the 1993 low of $3.53 and ended at the April 11,
2008 high of $49.51.
In terms of depth, the downtrend has reversed more than 61.8 percent of the
uptrend, as revealed by a Fibonacci retracement analysis. Chances are the
downtrend may extend to $14.38, the 76.4 percent retracement.
In terms of duration, the downtrend has developed for about 28 months, far
from a match to the 218 months that the uptrend had taken. The indication is
the downtrend is not over yet. The downtrend is driven by a wave C, the third
wave of a big three-wave cycle that started at $49.51.
This wave started from the Feb. 29, 2012 high of $37.46 and will consist of five
small waves labelled 1,2,3,4,5. These waves have been unfolding one by one
within a falling wedge, the lower trendline of which points a target at $13.99,
the 100 percent Fibonacci projection level of the wave C, pretty close to $14.38.
The 76.4 percent projection level at $19.53 has triggered the wave 4 that may
have peaked slightly below a resistance at $25.73, the 50 percent projection
level. The final wave 5 could be advancing towards $14.38-$13.99 range.
Resistance is at $23.50, a break above which will signal an extension of the
wave 4 towards its limit at $25.73.
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U.S. OIL MAY DROP TO $94.89 IN 3 MONTHS
U.S. oil may retrace to $94.89 per barrel over the next three months, as it is
expected to consolidate further in a wide range of $74.95-$114.83.
A break above the resistance at $109 will signal an extension of an uptrend
towards $116.
The consolidation is against a preceding uptrend that rose from the 2008 low
of $32.40 to the May 2, 2011 high of $114.83, which forms the high of the target
range.
Wave pattern indicates the formation of a flat, which consists of three waves
labelled A, B, C that will be roughly equal in length and probably, in duration.
The drop from $114.83 to the June 28, 2012 low of $77.28 is considered as the
wave A, and the following uptrend from $77.28 to recent high of $112.24 has
been driven by the wave B. The wave A has lasted 60 weeks and the wave B
has developed 61 weeks. In terms of duration, it is fair to assume the wave B
has peaked.
The final and fierce wave C may have started towards the low of the target
range at $74.95, which is the low hit on Oct. 4, 2011.
Even though this wave is expected to be sharp, it might not be fast enough to
travel to $74.95 by the end of this year, a more reasonable target will be
$94.89 - the middle point of the range.
A trendline descending from $147.27 and passing through the high at March 1,
2012 high of $110.55 points to $94.89 as well. The current drop could also be
regarded as a pullback towards this trendline.
A detailed study on the structure of the wave B indicates a small chance of its
extension, especially on the part from the April 18 low of $85.61 to $112.24.The
part could be further divided into three waves labelled a, b, c. The wave c has
finished its five components waves, unlikely to be followed by another surge
above $112.24, as the preceding wave a has adopted a corrective wave mode.
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BRENT OIL TO REVISIT LOW OF $96.75 IN 3 MONTHS
Brent oil may revisit its April 18 low of $96.75 per barrel over the next three
months, as indicated by its wave pattern.
A three-wave cycle that started at the April 11, 2011 high of $127.02 has not
completed, as only two component waves have unfolded, namely the wave A
and the wave B. Both waves have adopted very complex structures. The
wave A is an irregular flat, while the wave B could hardly be categorised,
looking like an uncommon zigzag.
Interestingly, the wave B shows a strong fractal feature. It consists of three
waves labelled (a), (b), (c) that seem to be an expanded version of the wave
(a), which has three smaller waves marked a, b, c.
The drop from the Aug. 28 high of $117.34 indicates a completion of the
wave B and the progress of the wave C. Further indication is given by the duration of the wave B, which had lasted 62 weeks from its starting point at
$88.49, the June 22, 2012 low. This is exactly the time span of the preceding
wave A, which had taken 62 weeks to complete as well, from the 2011 high of
$127.02 to $88.49.
After touching a high of $128.40 on March 1, 2012, oil has never been able to
revisit this point. What have been formed on the chart are lower highs, such
as the lower high at $119.17, hit on Feb. 8, and the recent lower high at
$117.34. According to Dow theory, a long-term downtrend could be developing.
It is reasonable to presume the trend will extend further within a falling
channel, the lower channel line of which points an aggressive target at $76.
A conservative and realistic target by end of this year could be $96.75.
A rise above $113 will make the signals neutral, but a further gain above $116
will signal the extension of the B towards a range of $120-$127.
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LME COPPER TO DROP TO $6,602 IN 3 MONTHS
LME copper is expected to revisit its June 25 low of $6,602 per
tonne over the next three months, but it is not clear whether
copper will drop directly towards this level or after a further rebound.
The metal is riding on a steady downtrend, which will reverse
most of the preceding uptrend that developed from the Dec. 24,
2008 low of $2,825. A Fibonacci retracement analysis on the
rise from $2,825 to the Feb. 15, 2011 high of $10,190 reveals only
50 percent of the uptrend has been reversed.
Wave pattern indicates the downtrend from $10,190 has
adopted a three-wave mode, with the third wave - the wave C,
having been disrupted by a support at $6,568, its 61.8 percent
Fibonacci projection level.

This wave is capable of travelling the same distance as the preceding wave A, to arrive at $5,210, its 100 percent projection level.
It seems from the current level, there is still a big downside room. However, this aggressive target will only be confirmed when copper breaks the
support at $6,568, as the rebound triggered by this level is still likely to extend.
The rebound failed to go above a resistance at $7,407, the 38.2 percent projection level. A drop below $7,000 may signal the completion of the rebound. On the other hand, a break above $7,407 will confirm the extension of the rebound towards $7,926, the 23.6 percent projection level.
Should the bearish momentum be strong enough to drive copper below $6,568 soon, an immediate target will then be $6,049, the 76.4 percent
projection level, which seems to be a more realistic target than $5,210.

6

LME ALUMINIUM TARGETS $1,639-$1,657 RANGE IN THREE MONTHS
LME aluminium may drop into a range of $1,639-$1,657 per tonne
in three months, as indicated by its wave pattern and a Fibonacci
ratio analysis.
The uptrend from the Feb. 24, 2009 low of $1,279 to the May 3,
2011 high of $2,803 has been reversed more than 61.8 percent, as
revealed by a Fibonacci retracement analysis on the trend.
That indicates a remote chance of the uptrend to extend, as the
extension should have taken place above $1,861, the 61.8 percent
retracement.
For a few weeks, aluminium has been hovering below this key
level, such a behaviour has significantly increased the chance of a
further drop to $1,739, the 76.4 percent retracement.
However, support at $1,781 is preventing the drop and probably
will cause a rebound to $1,861 or a sideways move for two to three
weeks.
This support is provided by the 76.4 percent Fibonacci projection level of a downward wave (c), which started at the Jan. 3 high of $2,184. The next
support will be at $1,657, the 100 percent projection level.
Strategically, the target range of $1,639-$1,657 will be confirmed when the metal drops below $1,758, the June 27 low.
A break above $1,861 may result in a further gain to $1,983, the 38.2 percent projection level of the wave (c) target.
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SHANGHAI COPPER TO REVISIT LOW OF 47,860 YUAN IN 3 MONTHS
Shanghai copper SCFc3 is expected to revisit its June 25 low of
47,860 yuan per tonne in three months, with a good chance of falling to a deeper level at 44,700 yuan.
Copper is riding on a long-term downtrend that started from the
Feb. 15, 2011 high of 76,290 yuan. The trend is a three-wave cycle,
with the third wave – the wave C yet to complete.
This wave is capable of travelling a similar distance as the preceding wave A, to arrive at 34,950 yuan, its 100 percent projection
level. It has covered almost half of its journey after approaching
the 50 percent level at 47,720 yuan.
Support at 47,720 has triggered a rebound, which is also due to
the completion of a five-wave cycle on the fall from the Sept. 14,
2012 high of 60,480 yuan.

Even though a wave C typically consists of five small waves, it could hardly be accepted that current wave C has finished at 47,860 yuan, as it is unbelievably shorter than the wave A.
The second wave of the cycle – the wave B, has been shaped into a wedge, which has formed a bearish pennant, along with the fall from 76,290
yuan. The pennant points a similar target at 34,950 yuan.
Both the wave theory and the classic pattern analysis indicate a big downside.
However, to target 34,950 yuan for the fourth quarter could be too aggressive. A more realistic target seems to be 44,700 yuan, the 61.8 percent
projection level, which will be strategically available when support at 47,720 yuan is broken.
It is not clear if the rebound from 47,860 yuan has ended, but an extension may be limited to 54,460 yuan, the 23.6 percent projection level.
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PALM OIL TO DROP TO 2,017 RINGGIT IN THREE MONTHS
Malaysian palm oil is expected to drop to 2,017 ringgit per tonne over the next
three months, as it is riding on a steady downtrend.
The trend developed from the Feb. 10, 2011 high of 3,967 ringgit, driven by a
powerful wave (C) - the third wave of a three-wave cycle that started at the
March 4, 2008 high of 4,486 ringgit.
The mathematical relation is clear between the wave (C) and the first wave –
the wave (A), as revealed by a Fibonacci projection analysis, which identifies
the 38.2 percent projection level of 2,762 ringgit as a former key support that
triggered a sharp rebound in October 2011.
Having been pushed below the 50 percent level at 2,390 ringgit again, palm
oil could be dropping towards the 61.8 percent level at 2,017 ringgit.
The wave (C) could be broken down into three waves labelled A, B, C, with the
current wave C further subdivided into five smaller waves labelled (1), (2), (3),
(4), (5). These wave structures look more standard on the continuous chart of
the most active contract FCPOcv1, especially the structure of the wave C.
Presumably, the downtrend has resumed, as the rebound from the July 26
low of 2,137 ringgit has peaked at the Aug. 28 high of 2,485 ringgit.
The rebound was driven by the wave (4), which roughly matches the wave (2)
both in duration and in length. There is a low chance for the wave (4) to extend. An extension of the wave (4) would mean palm oil has to stop in a support zone of 2,219 – 2,270 ringgit and then rise towards a limit at 2,537 ringgit, the 38.2 percent retracement on the wave (3).
It is not clear how palm oil will react upon reaching 2,017 ringgit. Most likely,
the drop may continue towards 1,557 ringgit, the 76.4 percent projection
level, as the wave (5) may extend.
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CBOT SOYBEANS TO FALL TO $10.98 IN 3 MONTHS
CBOT soybeans first-month is expected to break a support at $12.62-1/2 per
bushel and fall more towards $10.98 over the next three months, as the
downtrend from the Sept. 4, 2012 high of $17.94 -3/4 is far from complete.
The trend followed the completion of a long-term bull cycle which started at
the 1999 low of $4.01-1/2. A Fibonacci retracement analysis on the cycle reveals the current downtrend has only managed to extend close to a support
at $12.62-1/2, the 38.2 percent retracement, which could be too shallow to
be the ending point.
In terms of duration, the trend has lasted less than one year, too short to be
a counter trend against the 13 years' bull trend.
A big black candle is likely to form at the end of this month on the monthly
chart, and a bearish engulfing pattern will be created by this candle and the
last month’s white candle. The pattern indicates a further slide next month
towards $10.98 - the 50 percent retracement.
A detailed study on the downtrend reveals that it is driven by a wave (c),
which has been temporary interrupted by a rebound triggered by the support at $13.07, the 76.4 percent projection level of the this wave.
This support has been strengthened by another one provided by a trendline
ascending from the Dec. 5, 2008 low of $7.76-1/4.
Strategically, a fall below the Aug. 15 low of $12.71 will confirm a break below the trendline, and there might not be any other support to stop the fall
until soybeans reach $12.07-1/2, the 100 percent projection level.
Even the support at $12.07-1/2 could only cause a pullback towards the
trendline, after which, the downtrend will continue towards $10.98.
A further gain from the current level will be considered as an extension of
the rebound starting from $12.71, which may be limited to $14.68-1/2, the
38.2 percent projection level.
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CBOT CORN TO REBOUND INTO $5.05-1/2 TO $5.14-3/4 RANGE IN 3 MTHS
CBOT corn is expected to seek support in a zone of $4.25-3/4 to $4.37
per bushel and then rebound into a range of $5.05-1/2 to $5.14-3/4 by
end of this year.
The support zone is formed by the 76.4 percent Fibonacci retracement
on an uptrend from the 2009 low of $2.96-3/4 to the 2012 high of
$8.43-3/4 and the 61.8 percent Fibonacci retracement on a longer
trend from the 2005 low of $1.85-3/4 to the same high.
The zone has been backed by another support provided by a trendline
ascending from $1.85-3/4. These supports will make a break below
$4.25-3/4 unlikely, when corn tests this level at its first attempt.
Most likely, the zone will trigger a rebound towards a resistance range
formed by the 61.8 percent retracement on the trend from $2.96-3/4
and the 50 percent retracement on the longer trend.

Increasing the chance of a rebound is the fact that after corn collapsed below $6.34-3/4, a 38.2 percent retracement, there has not been any decent
rebound.
One factor contributing to the non-stop fall could be the distortion of the continuous chart, due to the spread between the near month contract and
the future month contract.
However, market discounts everything. The free fall from the July 12 high of $8,00 could also be considered as a natural price development.
The weekly RSI touched a low at 24.752 last month, which had never been hit since year 2000. Apparently, corn has been much oversold and is due
for a rebound. A drop below $4.17 will signal a successful break below the support zone, and a 76.4 percent retracement at $3.41 will be targeted.
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CBOT WHEAT TO REBOUND TO $7.48 IN 3 MONTHS
CBOT wheat is expected to rebound to $7.48 per bushel over the next three
months, as indicated by its wave pattern and a Fibonacci retracement analysis.
However, it is going to be a zigzagging move, consisting of three legs, with
one downward leg sandwiched between two upward legs.
A five-wave cycle has completed on the downtrend developing from the July
23, 2012 high of $9.47-1/4, as it stopped around $6.24-3/4, the 61.8 percent
Fibonacci retracement on the rise to the high from the June 9, 2010 low of
$4.25-1/2.
The trend has never been disrupted by a decent rebound. The current rebound from the Aug. 14 low of $6.23 could be strong enough to reach $7.48,
the 38.2 percent retracement.
The first leg of the rebound driven by a wave a, will probably peak around
$6.86-1/2, the 50 percent retracement. A correction labelled as the wave b,
will then follow, to push wheat down to $6.43-3/4, a low touched on July 1.
These two symmetrical lows will be considered as the two shoulders of an
inverted head-and-shoulders.
Multiple bullish divergences have formed on the daily RSI, indicating the
downtrend has become very exhausted. The small double-bottom formed
between Aug. 14 and Sept. 12 simply confirms a reversal of the trend.
Should the bullish momentum be strong enough to push wheat above
$7.00, the target at $7.48 will be reached faster, as the wave b drop will be
unlikely to develop in the presumed way.
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NY SUGAR TO REBOUND INTO 19.06-19.69 CENTS RANGE IN 3 MTHS
New York sugar SBc1 is expected to rebound into a range of 19.06-19.69
cents per lb, as it has completed a corrective cycle that developed from the
February 2011 high of 36.08 cents.
The cycle has adopted a three-wave mode, consisting of three waves labelled A, B and C. A Fibonacci projection analysis on the target of wave C
reveals support at 16.17 cents, the 100 percent level.
This support has been strengthened by another one at 16.48 cents, the 61.8
percent Fibonacci retracement on a preceding uptrend that started at the
May 1999 low of 4.36 cents and peaked at 36.08 cents.
Over the past three months, sugar has been able to close above 16.17 cents
at the end of each month. It may do so this month as well.
The indication is clear that a bottom has formed around 16.17 cents, and
there will be a further reversal of the preceding downtrend.
Wave C could be further broken down into three waves, labelled (a), (b) and
(c).
A Fibonacci projection analysis on wave (c) reveals a target at 19.06 cents,
the 38.2 percent level, which forms the low of the target range.
A Fibonacci retracement analysis on the fall from the Aug. 24, 2011 high of
31.85 cents to the July 16 low of 15.93 cents points to 19.69 cents, the 23.6
percent level, which forms the high of the target zone.
A break below 15.93 cents will confirm the extension of wave (c) towards
14.13 cents, its 76.4 percent projection level.
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NY COFFEE TO RANGE FROM $1.1415 TO $1.3290 IN 3 MONTHS
New York coffee KCc2 is expected to consolidate in a range of $1.1415$1.3290 per lb over the next three months, as indicated by its wave pattern and a Fibonacci projection analysis.
The range has been formed by the 50 percent and the 38.2 percent Fibonacci projection levels of a downward wave C, which started at the July
20, 2012 high of $1.9355.
The consolidation was due to the completion of a wave (3), the third component wave of the wave C and was triggered by the support at $1.1415.
Most likely, the consolidation will have two legs, the first upward leg towards $1.3290 and the second downward leg towards $1.1415.
The first leg will be driven by a wave (4) which may peak around $1.3290.
Then, it will be reversed by the second leg, labelled as a wave (5).
A closer look at the downtrend from $1.9355 with more detailed wave labels shows that the rebound target at $1.3290 is close to the peak of the
wave 4, the fourth wave of the wave (3).
Coincidentally, the target is also near $1.3175, the 23.6 percent Fibonacci
retracement on the fall from the Oct. 3, 2012 high of $1.8930 to $1.1395.
Given that the preceding wave (2) is very sharp, the wave (4) may move
sideways for a longer time than expected, which means the consolidation
may develop three legs, with coffee approaching $1.3290 again after a
drop towards $1.1415.
Regardless of how many legs to make up the consolidation, the downtrend will eventually resume towards $0.9540, the 61.8 percent projection
level.
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NY COCOA TO RISE INTO $2,781-$2,879 RANGE IN 3 MONTHS
New York cocoa may break a resistance at $2,668 per tonne and rise more
into a range of $2,781-$2,879 by the end of this year.
The resistance is provided by the 38.2 percent Fibonacci retracement on
the fall from the March 4, 2011 high of $3,775 to the Dec. 12, 2011 low of
$1,983.
Cocoa failed to break the resistance in its first attempt in September 2012
and may succeed in its current second attempt. The break will open the
way towards $2,879, the 50 percent retracement, which makes the high
of the target zone.
The pattern between Dec. 12, 2011 and June 28, 2013 looks more like a
solid bottom, supporting the rise from $2,129 and a future gain.
Wave pattern shows that cocoa is riding on a wave c, the third wave of a
three-wave cycle that developed from the March 7 low of $2,034.
A Fibonacci projection analysis reveals a conservative target of the wave c
at $2,781, the 161.8 percent level, serving the low of the target range.
This wave consists of five waves labelled (1), (2), (3), (4), (5), with the wave
(3) subdivided into five smaller waves.
The wave (5) is expected to start unfolding around $2,532, the 100 percent projection level, at which the current downward wave (4) will end.
These five waves have a price band defined by a rising channel, the upper
channel line of which points $2,781 as well.
The presumed wave 4 trough of $2,406 will serve as a pivotal support, a
break below which will confirm the completion of the wave c and the resumption of the long-term downtrend developing from $3,775.
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DOLLAR INDEX TO RETEST RESISTANCE AT 84.392 IN 3 MONTHS
The dollar index is expected to retest a resistance at 84.392 in three months,
as a correction triggered by this level may end around a support at 79.926.
The resistance is provided by the 61.8 percent Fibonacci projection level of a
wave (C), the third wave of a three-wave cycle that started at the March, 2008
low of 70.698.
This wave, at its full capacity, may travel to 91.622, its 100 percent projection
level, consequently, its failure to overcome the barrier at 84.392 does not indicate a reversal of the trend rising from the May 2011 low of 72.696.
The drop from the July 9 high of 84.753 is considered as a correction which
may find a strong support at 79.926, the 38.2 percent projection level.
A detailed study on the structure of the wave (C) provides more convincing
clues to the bullish outlook.
The wave (C) consists of three smaller waves labelled A, B, C, with the wave C
partially completed. The rise from the Sept. 14, 2012 low of 78.601 seems to
have adopted a five-wave mode, and a Fibonacci retracement analysis reveals
a support at 80.053, the 76.4 percent level.
This support is very close to 79.926, and together, these two supports will
form a support zone to effectively stop the current correction.
A drop below 79.926 may be limited to the Feb. 1 low of 78.918, which is also
the trough of the presumed wave 2.
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BALTIC DRY INDEX MAY TEMPORARILY PEAK AROUND 2,180 IN 3 MONTHS
Baltic dry index .BADI faces resistance at 2,180 and may hover around
this level or retrace towards 1,594 over the next three months.
Resistance is provided by the 38.2 percent Fibonacci retracement on
the fall from the November 2009 high of 4,661 to the February 2012
low of 647. It is strengthened by another one at 2,173, the Oct. 14, 2011
high. Together, these two resistances may force the index to temporarily stop.
Another factor contributing to a possible pause of the index is that the
rally from the Aug. 12, 2013 low of 996 could be too sharp to be sustained.
It is difficult to predict the depth of a possible correction, the clearer
part of the picture is that the correction may be limited to 1,594.
A surge to 2,300 will confirm a valid break above the resistance at
2,180, and the 50 percent retracement at 2,654 will be targeted.
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