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The Irving Oil refinery is photographed at sunset on in Saint John, New Brunswick, March 9, 2014. REUTERS/Devaan Ingraham 

REUTERS TECHNICAL ANALYSIS Q2 OUTLOOK 2014 - WANG TAO 

** 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 busi-
ness, financial or legal advice regarding the products mentioned in the analyses. **   

It will be a bearish quarter for most commodities -  from oil, metals to grains and softs - due to either the resumption 
of the a long-term downtrend or the completion of a rebound. Some of the commodities could revisit low touched a 
few months ago, while others could retrace deeply. A stronger U.S. dollar will help maintain a bearish sentiment on  
commodities. 
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SPOT GOLD MAY RETEST SUPPORT AT $1,200 IN THREE MONTHS 

Spot gold may retest support at $1,200 per ounce over the next three months, as 
its rebound triggered by this level could have completed. 
Gold is riding on a steady long-term downtrend, which started from the record 
high of $1,920.30. This downtrend may match the preceding uptrend from the 
1970 low of $34.95 either in duration or in price range. 
The uptrend has peaked at $1,920.30, as indicated by its wave pattern that a cor-
rective (A)-(B)-(C) wave cycle has unfolded all its component waves. 
It has taken almost 42 years for this uptrend to complete, while the downtrend 
has developed less than three years. In addition, a Fibonacci retracement analysis 
on the rise from $34.95 to $1,920.30 reveals only about 38.2 percent of the up-
trend has been reversed. As a result, it will not be very difficult to conclude that 
the downtrend could still be in its early phase. 
The downtrend has been disrupted twice by support at $1,200, the 38.2 percent 
retracement on the preceding uptrend.  
Two bounces were triggered, but both failed to go above resistance at $1,475, the 
23.6 percent retracement. 
The second bounce is shorter and the depth of the fall from the March 17 high of 
$1,391.76 strongly suggests a completion of this bounce. 
Increasing the chance of a further fall is the latest bearish sentiment stimulated 
by a possible earlier interest rate rise. 
Back in 1980s, the high interest rate was one of the key factors that triggered 
gold's crash. Even though we have not seen any immediate crash recently, the 
expectation on higher interest rate could have struck a heavy blow on the bulls' 
confidence. 
It is not very clear if gold could break support at $1,200 in the current attempt, as 
the chart pattern from June 28, 2013 onwards looks like a triangle as well. 
A break will lead to a further loss to $1,086, the 50 percent Fibonacci retrace-
ment on the rise from the Aug. 25, 1999 low of $251.70 to $1,920.30. 

http://link.reuters.com/pem87v
http://link.reuters.com/rem87v
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SPOT SILVER TO RETEST SUPPORT AT $18.12 

Spot silver is expected to retest a support at $18.12 per ounce over the next 
three months, with a good chance of breaking below this level and falling 
more towards $14.38. 

The support has been established at the 76.4 percent Fibonacci retracement 
on the rise from the October 2008 low of $8.42 to the April 2011 high of 
$49.51. 

Two bounces were caused by the support, in June 2013 and in January 2014 
respectively. Both of them have been limited to a resistance at $24.12, the 61.8 
percent retracement. 

These two bounces are considered as a short-term uptrend against a long-
term downtrend which fell from $49.51. The downtrend may extend to $14.38, 
the 76.4 percent Fibonacci retracement on the rise from the 1999 low of $3.53 
to $49.51, as it has pierced below the 61.8 percent retracement at $21.09. 

It does not matter if silver bounces more towards $24.12, as an extension of 
the bounce will probably be capped at this level, followed by a resumption of 
the downtrend. 

A detailed examination on these two bounces indicates the second bounce 
could be over. 

The uptrend from $18.19 is indeed a corrective cycle, consisting of three small 
waves labelled a, b, c, with the wave c being much shorter than the preceding 
two waves. 

Such a short wave c strongly suggests the dissipation of the bullish momen-
tum and a slim chance of an extension. Further bearish suggestion has been 
given by a triangle that was made up by these three waves. 

This pattern seems to be contracting to a point and may be confirmed bearish 
as silver is approaching the lower trendline. Strategically, a drop below the 
Dec. 31, 2013 low of $18.80 will confirm the resumption of the downtrend. 

http://link.reuters.com/gat87v
http://link.reuters.com/hat87v
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U.S. OIL MAY REVISIT LOW OF $91.24 IN THREE MONTHS 

U.S. oil is biased to revisit its Jan. 9 low of $91.24 per barrel over the next three 
months, as indicated by its wave pattern and a Fibonacci ratio analysis. 

Oil is presumed to be riding on a big three-wave cycle that developed from the 
May 2, 2011 high of $114.83. The third wave labelled C has not completed as it 
may eventually travel to the trough of the first wave, the wave A, at $77.28, a 
low touched on June 28, 2012. 

Such a wave classification is based on the fact that the wave A has the same 
duration with that of the wave B. Both of them lasted 294 days, with the for-
mer starting on May 2, 2011 and ending on June 28, 2012 and the latter ending 
on Aug. 28, 2012. 

The wave C has only developed about half of that duration. In terms of both 
space and time, this wave is far from complete. 

A Fibonacci retracement analysis on the rise from $77.28 to $112.24 reveals the 
rally from $91.24 could probably be triggered by the support around $90.63, 
the 61.8 percent retracement. 

The analysis further reveals that the rally has ended around the 23.6 percent 
retracement of $103.99. It can't be just a coincidence that the fluctuation of 
the price has been well fitted into the Fibonacci retracements. The meaningful 
indication is that the rally could have completed and the wave C resumed. 

A break below $90.63 will trigger a further loss to $85.53, the 76.4 percent 
retracement, while a rise above the March 4 high of $104.96 may end any-
where below $110. 

http://link.reuters.com/kak87v
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BRENT OIL MAY TEST SUPPORT AT $100.21 IN 3 MONTHS  

Brent oil may test a support at $100.21 per barrel over the next three 
months, with a good chance of breaking below this level and falling more 
towards $94.92. 

Oil is riding on a three-wave cycle that developed from the March 2012 high 
of $128.40. The third wave of the cycle, the wave (C), could be broken down 
into three small waves labelled A, B, C. 

The wave C is capable of travelling to $94.92, its 100 percent Fibonacci pro-
jection level, based on the length of the wave A that fell from the March 2012 
high of $128.40 to the April 2013 low of $96.75. 

The projection analysis also reveals that the support around the 61.8 percent 
level of $103.48 has triggered a rebound, which could have ended at $112.39, 
the March 3 high, near the resistance at $112.05, the 23.6 percent level. 

With oil approaching the support again, chances are it may break this level 
and test the next support at $100.21, the 76.4 percent level. 

Further bearish indication has been given by a triangle, which has been 
forming ever since early March 2012. Its lower trendline has been briefly 
pierced and a valid break could be confirmed very soon when oil drops below 
its March low of $105.41. 

A moderate pullback towards the trendline about $106 may occur when oil 
arrives at $103.48, but this pullback will be quickly reversed by the subse-
quent drop. 

http://link.reuters.com/tuk87v
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LME COPPER TO TEST SUPPORT AT $6,049 IN 3 MONTHS 

LME copper is expected to test a support at $6,049 per tonne over the next 
three months, with a good chance of breaking below this level and falling 
more to $5,638. 

The metal has finally pierced below a support at $6,508, the 50 percent 
Fibonacci retracement on the rise from the December 2008 low of $2,825 
to the February 2011 high of $10,190. A valid break will be confirmed when 
copper slides below its March 19 low of $6,321. 

The break will result in a further slide towards $5,638, the 61.8 percent re-
tracement. 

The immediate support, however, will be at $6,049, the 76.4 percent Fibo-
nacci projection level of a downward wave C which started at the February 
2012 high of $8,765. Only if this support is broken, could the $5,638 level 
be targeted. 

The wave C has a fierce character and it may quickly travel further to 
$5,210, its 100 percent projection level, subject to a break below $5,638. 

The focus will be on how long copper could hover around $6,508 or how 
high it could rebound. A Fibonacci retracement analysis on a five-wave cy-
cle falling from the Feb. 19 high of $7,220 indicates a possible limit at 
$6,664, the 38.2 percent level. 

The rebound from the March 19 low of $6,321 is categorised as a pullback 
towards a former support at $6,602, formed around the June 25, 2013 low. 
Consequently, an extension of the pullback may be capped at $6,664. 

The maximum high to this rebound could be $6,771, the 50 percent re-
tracement. Considering that the wave C is generally very sharp, most likely 
copper will consolidate in a narrow range of $6,321-$6,664 for about two 
weeks before resuming its downtrend. 

http://link.reuters.com/xyb97v
http://link.reuters.com/hac97v
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LME ALUMINIUM TO TEST $1,639-$1,657 SUPPORT ZONE IN 3 MONTHS 

LME aluminium is expected to test a support zone of $1,639-
$1,657 per tonne in three months, a break below which will lead 
to a further loss to $1,533. 

The zone has been formed by the 76.4 percent Fibonacci retrace-
ment on the rise from the Feb. 24, 2009 low of $1,279 to the May 
3, 2011 high of $2,803 and the 100 percent Fibonacci projection 
level of a downward wave(c), the third wave of a bigger wave C 
that developed from the March 2, 2012 high of $2,361.50. 

Aluminium had approached the zone, but failed to touch $1,639. 
It may attempt to reach this level again. Similarly, it has narrowly 
missed the $1,657 level and may eventually touch it. 

It is not very clear if the support zone could hold. Given that the 
61.8 percent retracement at $1,861 triggered a decent rebound 
that lasted a few months, the current zone could be strong 
enough to cause another bounce. 

However, there will be no guarantee as the current wave (c) is 
supposed to have a fierce character and could be capable of trav-
elling to a much lower level at $1,331, its 100 161.8 percent projec-
tion level. 

A fall to $1,613 may signal a break below the support zone, and 
the immediate target will be $1,533, the 123.6 percent level. Re-
sistance will be at $1,781, the 76.4 percent level, a break above 
which may lead to a further gain to $1,861. 

http://link.reuters.com/kyk97v
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SHANGHAI COPPER TO TEST SUPPORT AT 42,870 YUAN IN THREE MTHS 

Shanghai copper is expected to test a support at 42,870 yuan per 
tonne in three months, a break below which will lead to a further 
loss to 40,980 yuan. 
The support has been established around the 61.8 percent Fibo-
nacci retracement on the rise from the December 2008 low of 
22,210 yuan to the February 2011 high of 76,290 yuan. 
Copper has broken a higher support at 49,250 yuan, the 50 per-
cent retracement and has a better chance to arrive at 42,870 yuan. 
The current drop is driven by a downward wave c, which has been 
temporarily interrupted by a weak support at 44,700 yuan, the 61.8 
percent Fibonacci projection level. 
A moderate rebound has been triggered, which may end around 
47,720 yuan, the 50 percent projection level. An extension of the 
rebound may be capped at 49,250 yuan. 

Considering the fierce character of the wave c, the support at 42,870 yuan could be eventually broken, leading to a further loss to 40,980 yuan, the 
76.4 percent projection level. 
It won't be a surprise if copper breaks below 40,980 yuan and falls more towards a range of 34,950-34,970 yuan range, formed by the 100 percent 
projection level and the 76.4 percent retracement. 

http://link.reuters.com/bam97v
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PALM OIL TO SUFFER 20 PERCENT LOSS IN 3 MONTHS 

Palm oil is expected to revisit its July 2013 low of 2,137 ringgit per tonne over 
the next three months, as it has completed a rebound from this level. 

The rebound has been classified as a big wave B, which could be broken down 
into five small waves labelled a, b, c, d, e. The wave B is the second wave of a 
three-wave cycle that developed from the February 2011 high of 3,967 ringgit. 

This cycle could be so bearish that it may eventually extend to 1,086 ringgit 
over the next few years. A falling channel has roughly defined the range of 
the cycle, with its upper channel line serving as the boundary for the upside. 

The lower channel line will provide a support at 1,518 ringgit, which will be-
come a valid target should palm oil drop below 2,137 ringgit. 

A Fibonacci projection analysis reveals several supports over the next three 
months, namely, 2,484 ringgit, 2,217 ringgit and 2,001 ringgit, respectively 
the 23.6 percent, the 38.2 percent and the 50 percent levels. 

Among these three supports, the 2,217 ringgit level will most likely trigger a 
decent rebound towards 2,484 ringgit. Supports at 2,484 ringgit and 2,001 
ringgit could be weaker, unlikely to cause very strong bounce. 

Resistance is at 2,916 ringgit, a break above which will signal the extension of 
the wave B towards 3,060 ringgit. 

http://link.reuters.com/ses97v
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CBOT SOYBEANS TO REVISIT LOW OF $12.55 IN 3 MONTHS  

CBOT soybeans first-month is expected to revisit its Nov. 5, 2013 low of 
$12.55 per bushel in three months, as a rebound from this level has com-
pleted. 
The rebound was triggered by a support at $12.62-1/2, the 38.2 percent Fi-
bonacci retracement on the rise from the 1999 low of $4.01-1/2 to the Sept. 
4, 2012 high of $17.94-3/4. 
This support was strengthened by another one provided by the trendline as-
cending from the September 2006 low of $5.26-1/2. 
The rebound has been classified as a secondary trend against the preceding 
primary downtrend that developed from $17.97-3/4. In terms of both dura-
tion and depth, the downtrend seems to be far from complete. 
The downtrend followed the completion of a long-term uptrend rising from 
$4.01-1/2 and lasting about 13 years. The Fibonacci retracement analysis 
reveals the downtrend could eventually extend into a range of $9.33-1/2 to 
$10.98, formed by the 61.8 percent and the 50 percent retracements. 
The downtrend has only developed for about one year and a half, chances 
are it may keep on going for another few years. 
Another Fibonacci retracement analysis on the fall from $17.94-3/4 to 
$12.55 indicates the completion of the rebound from $12.55, which failed to 
break a resistance at $14.61, the 38.2 percent retracement. 
A close examination on the rebound reveals it has been confined within a 
falling channel, the upper channel line of which could be the upside limit. 
A break above $14.61 may only trigger a limited gain to $15.25, the 50 per-
cent retracement. 

http://link.reuters.com/wus97v
http://link.reuters.com/xus97v
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CBOT CORN TO RETEST SUPPORT AT $4.25-3/4 IN THREE MONTHS 

CBOT corn is expected to retest a support at $4.25-3/4 per bushel, as 
a rebound triggered by this level could have more or less completed. 

The support is provided 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. It has been enforced by another one at $4.37, the 61.8 percent Fi-
bonacci retracement on a bigger trend from the 2005 low of $1.85-3/4 
to the same high. 

These two sets of retracement analyses have revealed a resistance 
zone as well, formed by a 61.8 percent level at $5.05-1/2 and a 50 per-
cent level at $5.14-3/4. 

This zone may stop the rebound. Indeed, corn seems to have lost its 
bullish momentum while approaching $5.05-1/2. 

Working together with the zone is the third resistance at $4.99, the 
23.6 percent Fibonacci retracement on the fall from the July 12, 2013 
high of $8.00 to the Jan. 10 low of $4.06-1/4. 

A break above $4.99 may only cause a limited gain into the zone 
$5.05-1/2 to $5.14-3/4. Only a surge above $5.14-3/4 could signal an 
extension of the rebound towards $5.56-1/2, the 38.2 percent retrace-
ment. 

http://link.reuters.com/kut97v
http://link.reuters.com/mut97v
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CBOT WHEAT TO FALL TO $6.24-3/4 IN THREE MONTHS 

CBOT wheat is expected to end its rebound at or below $7.48 per bushel, 
and then fall towards $6.24-3/4 over the next three months, as indicated by 
a Fibonacci retracement analysis. 

The rebound was triggered by a support at $5.48-1/2, the 76.4 percent Fibo-
nacci retracement on the rise from the June 9, 2010 low of $4.25-1/2 to the 
July 23, 2012 high of $9.47-1/4. 

The downtrend from $9.47-1/4 is a five-wave cycle, which indicates it has not 
completed and may eventually extend below $5.50, the Jan. 29 low. 

Wheat has broken two resistances without decent corrections. They were at 
the 61.8 percent retracement of $6.24-3/4 and the 50 percent retracement 
of $6.86-1/2. Such a linear rise can hardly sustain, especially when the re-
bound is approaching a stronger resistance at $7.48, the 38.2 percent re-
tracement. 

This resistance will be strengthened by another one at $7.48-1/2, the 50 per-
cent retracement on the fall from the $9.47-1/4 to $5.50. A break above 
$7.48-1/2 could trigger a further gain to $7.95-1/2, the 61.8 percent retrace-
ment. 

A break below $6.86-1/2 could be the very first signal to suggest the com-
pletion of the rebound. 

http://link.reuters.com/sav97v
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NY SUGAR MAY TEST RESISTANCE AT 19.87 CENTS IN THREE MONTHS  

New York sugar may test a resistance at 19.87 cents per lb over the next 
three months, as indicated by a Fibonacci ratio analysis. 

The drop from the February 2011 high of 36.08 cents has adopted a correc-
tive wave mode, consisting of three waves labelled A, B, C. A Fibonacci pro-
jection analysis reveals the wave C has travelled roughly the same distance 
as the wave A. 

The equality of these two waves suggests a completion of the drop. Further 
indication on the completion has been given by sugar's failure to break a 
support zone of 16.17–16.48 cents, formed by the 100 percent projection 
level and the 61.8 percent Fibonacci retracement on a preceding uptrend 
from the May 1999 low of 4.36 cents to 36.08 cents. 

Apparently, a rebound has been triggered by the support zone. It could be 
hard at this moment to predict how strong the rebound will be. An immedi-
ate target may be 19.87 cents, the 76.4 percent projection level, a break 
above which will lead to a further gain to 22.16 cents. 

A detailed examination on the rise from the Jan. 28 low of 14.70 cents indi-
cates an extended gain as well. 

The rise has also adopted a three-wave mode, with the third wave, the wave 
c, yet to unfold. The first wave, the wave a, has been able to push sugar to a 
resistance at 18.07 cents, the 61.8 percent Fibonacci retracement on the fall 
from the Oct. 18, 2013 high of 20.16 cents to 14.70 cents. 

The current wave b may develop further, to approach a support at 16.79 
cents again, the 38.2 percent retracement. The wave c will then take over 
and drive sugar above 18.07 cents. 

A break below 16.79 cents could signal the resumption of a long-term down-
trend, with an immediate target at 15.99 cents, the 23.6 percent retrace-
ment. 

http://link.reuters.com/kyb28v
http://link.reuters.com/myb28v
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NY COFFEE TO DROP TO $1.5245 IN THREE MONTHS 

New York coffee is expected to retrace to $1.5245 per lb and then rebound 
towards $1.8235 over the next three months, as indicated by a Fibonacci 
retracement analysis. 

The rebound from the Nov. 6, 2013 low of $1.0415 could have peaked 
around a strong resistance zone of $2.0650-$2.08. 

The resistance zone has been formed by the 50 percent Fibonacci retrace-
ment on the fall from the May 6, 2013 high of $3.0890 to $1.0415 and the 
38.2 percent Fibonacci retracement on the rise from the Dec. 4, 2001 low 
of $0.4475 to $3.0890. 

The completion of the rebound has been further indicated by the depth of 
the fall from the March 12 high of $2.0975. 

This fall looks more like a bearish reversal. Since the support at $1.8235, 
the 38.2 percent retracement, has failed to stop the fall, coffee may then 
seek a lower support at $1.5245, the 23.6 percent retracement. 

However, the target at $1.5245 will only be confirmed when coffee breaks 
below a support at $1.6915, the 261.8 percent Fibonacci projection level of 
an upward wave C which rose from the Jan. 27 low of $1.1550. 

Indeed, coffee may climb up a bit to $1.8965, the 361.8 percent projection 
level, before falling towards the target. A break above $1.8965 may lead 
to a limited gain to $1.9380. 

Only a further break above $1.9380 could signal the extension of the up-
trend towards a range of $2.0235-$2.1015, formed by the 423.6 percent 
and the 461.8 percent projection levels. 

 

 

http://link.reuters.com/zuc28v
http://link.reuters.com/xuc28v
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NY COCOA TO DROP TO $2,668 IN THREE MONTHS 

New York cocoa is expected to drop to $2,668 per tonne over the next 
three months, as an uptrend from the March 2013 low of $2,034 could be 
peaking. 

The trend has been driven by a wave C, the third wave of a three-wave cy-
cle that developed from the December 2011 low of $1,983. This wave has 
almost completed its five component waves labelled 1, 2, 3, 4, 5 respec-
tively. 

The wave 5 may end in a resistance zone of $3,035-$3,090, formed by the 
138.2 percent Fibonacci projection level of the wave C and the 61.8 per-
cent Fibonacci retracement on the fall from the March 4, 2011 high of 
$3,775 to the Dec. 12, 2011 low of $1,983. 

The ultimate high to this wave C will be $3,205, the 161.8 percent projec-
tion level, which will only be targeted when cocoa stands above $3,090. 

The bearish divergence on the weekly MACD simply indicates a slim 
chance of cocoa to rise to $3,205. More likely, cocoa will fall towards 
$2,668, the 38.2 percent retracement. 

A closer look at the wave structure of the wave 5 even suggests the com-
pletion of this wave, as it could be broken down into another five small 
waves labelled i, ii, iii, iv, v. 

An extension of the wave 5 seems to be unlikely, as indicated by the bear-
ish divergence on the daily MACD. 

http://link.reuters.com/fed28v
http://link.reuters.com/rad28v
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DOLLAR INDEX MAY REVISIT HIGH OF 81.482 IN THREE MONTHS 

The dollar index may revisit its Nov. 8, 2013 high of 81.482 over the next three 
months, as indicated by its wave pattern. 

The downtrend from the July 9, 2013 high of 84.753 is a corrective cycle, con-
sisting of three waves labelled A, B, C. The wave A has completed at the Oct. 
25, 2013 low of 78.998 and the wave B is unfolding. 

The trend failed to extend beyond this low, due to the development of the 
wave B. A Fibonacci projection analysis reveals that a support at 79.284, the 
38.2 percent level, has stopped the wave B. 

This wave B could be a flat pattern, consisting of three small waves labelled 
a, b, c respectively. These three waves are expected to be roughly equal in 
length. 

The wave c will be capable of approaching the start of the wave a at 81.482. 

A break below 79.284 will confirm the continuation of the downtrend towards 
77.925, the 61.8 percent projection level. 

 

 

http://link.reuters.com/buk28v
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BALTIC DRY INDEX TO RETRACE INTO 1,046-1,143 RANGE  

Baltic dry index may retrace into a range of 1,046-1,143 over the next three 
months, driven by a downward wave C. 

This is the third wave of a three-wave cycle that developed from the Dec. 
12, 2013 high of 2,337. The first wave of the cycle, the wave A, has adopted 
a five-wave mode, which indicates the extension of the cycle toward the 
trough of the wave A at 1,084, the Feb. 4 low. 

A Fibonacci projection analysis reveals the second target at 1,143, the 38.2 
percent level, while a Fibonacci retracement analysis reveals the third 
possible target at 1,046, the 76.4 percent level. These three targets form 
the target zone. 

A break below 1,046 will cause a further loss to 847, the 61.8 percent pro-
jection level of the wave C. 

The chance of a further drop to 847 could be low, as the part of the chart 
from 1,084 onwards looks more like the right shoulder of a big inverted 
head-and-shoulders, which is a very bullish reversal pattern. 
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