CHAPTER -1

INTRODUCTION



HISTORY AND EVOLUTION OF THE STOCK BROKING INDUSTRY

Stock exchange is as well-regulated market where it provides government securities, bonds,
shares, debentures and are also transacted regularly. The first trading market was established

in the year 1773, before New York trading market came.

New York exchange was not the primary stock exchange in the market in United States,
therefore the respect goes to the Philadelphia stock exchange and it rapidly turned into the most
capable as NSE made it as home on Wall Street.

Venetians were the pioneers in the region and the first to begin with the securities from different
government during 1300s. They would convey slates with information on the few debates

available to be purchased and meet with clients as like a specialist now a day.

Belgium boasted a stock exchange as established in the year of 1531, in Antwerp. In 1600s the
East India companies designed and they reformed the method of trade activities. They issued a

share on paper, investors could like to sell papers to the interested depositors.

But unfortunately, there is no stock available for the depositors, so the shareholders was starting
to carry out a trade. The British East India organization had one of the biggest upper hand in

monetary viewpoints accordingly the administration upheld imposing business model.

Three major changes occurred in the worldwide securities exchange in the recent last centuries,
thus the U.S. accomplished business sector strength and the trades were combined and

mainstream division turn happened.

Undesirably, understanding the past doesn’t matter of course, since the U.S. securities
exchange was the enormous champ of the 20th century, its weighting expanded to 47% of the

world’s aggregate.



ECONOMIC EFFECTS OF THE STOCK MARKET

1. Wealth effect: The essential impact is that individual’s offers will drop in their wealth. If
the shares will drop significantly the profits of the shareholders will decrease and people will
hesitate to invest on stock market.

2. Investment: continuous falling in share price will hamper firms ability to raise finance on

stock market, thus it ends up the firms to issue more share to raise the capital.

3. Bond market: a fall in securities exchange makes different speculations more appealing,

Investors will carry towards government bonds for their investments.

4. Confidence: The share price fluctuates continuously if the share price fluctuates often, then

the investors will lose their confidence towards the stock market.

EVOLUTION OF STOCK MARKETS

Indian securities exchange are one of the most aged in Asia it was started 200years back. In the

year 1887, the Indian stock market formally recognized in Mumbai.

Thus in the same way there are more number of stock exchanges nearly 29 stock exchanges,
the main stock trade was working in the nineteenth century when it was set up in Bombay in
the year 1875 and Ahmadabad in 1894.

These were sorted out with an intention to make non- profit association were the brokers or the

agents will control and secure their interests.



RECENT DEVELOPMENTS IN STOCK MARKETS IN WORLDWIDE

The exciting upgrades on the global financial related markets incorporate in widening and

development of subordinate’s markets.

The widening of these business sectors has to great extent come to faster growth, since there
are fast advancements in innovation, money related designing, and hazard administration have
upgraded both the supply and the interest for more unpredictable and refined subordinates
items, especially in over the counter subsidiary markets with loan costs and values as basic

securities. Throughout the years, the share trading system in India has ended up solid.

The quantity of stock trades expanded from 8 in 1971 to 9 in 1980 to 21 in 1993 and further to
23 as at end —March 2000. The quantity of recorded organizations likewise climbed over the
same period from 1,599 to 2,265 and from that point to 5,968 in 1990 and 9,871 in M arch
2000.

IMPORTANCE OF STOCK MARKET FOR INDIAN ECONOMY

Stock exchange indicates about the economic conditions, if the share prices are rising it’s an

indication that the economy is growing and it is a good sign for the economic development.
Some of the importance of stock exchange are:

e Providing a ready market: The association of stock trade gives a ready market to
examiners and financial specialists in mechanical undertakings. Thus it enables the
general society to purchase and offer securities.

e Providing a quoting market prices: It is possible to calculate the prices of the shares,
it makes the financial specialist to be always aware of the current market values. This
empowers the creation of different lists which shows patterns.

e Providing facilities for the office workers: It gives chances to individuals to play out
their exercises with every one and facilited for trade their assets

e Safeguarding activities for investors: The stock trade provides exercises for the
investors, which empowers them to make a reasonable judgement of securities in this

manner executives need to uncover every material certainty to their particular



shareholders. Thus, people who are investing may get protected from the clever and
sharp brokers.

Providing compensation fund: IT is also work like a compensation fund which is
provided to the investors who are incurring loss because of dealings in the market.
Provide adjustments of balance: The speculators in the stock trade advance the
changes of interest and supply of a stock and thus stop the tendency of fluctuations in
the share prices.

Provide liquidity maintenance: Securities can be transformed into cash anytime along
with these the bank also wants to keep the securities rather than trade out.

It makes a habit of saving: stock market provide a place where people can save their
money this creates a habit for the investors to save their investments and make the use
of it for the productive purposes.

It helps to increase government funds: the government can accept projects which
have importance towards society and thus it also helps to increase funds by selling its
securities on stock trading.

Provide adjustments of balance: the speculators in the stock trade advance the
changes of interest and supply of a stock and thus stop the tendency of fluctuations in
the share prices.

It makes a habit of saving: stock market provide a place where people can save their
money this creates a habit for the investors to save their investments and make the use
of it for the productive purposes.

It helps to increase government funds: the government can accept projects which
have importance towards society and thus it also helps to increase funds by selling its

securities on stock trading.



ORGANIZATION OF SEBI (SEBI)

The securities Exchange Board of India which was set up in the year 1988 through an
uncommon notice of the government of India. It was given statutory recognition by declaration
of the SEBI regulation on January 30th 1992 and the board was statutorily set up on February
21st 1992.The SEBI act from April 4th 1992 replaced the regulation.

After it became a statutory body, SEBI rearranged its organization and modernized it in line
with its activities into five operational division, each headed by an executive director, apart

from these there are two other divisions that is legal and investigation division.
Following are the five operational units:

e Primary Market Expansion
e The issue Management division
e The Institutional Investment division

e The Investigation sections

The SEBI of India has been trusted with the responsibilities of dealing with various matters

concerning to the capital market.

The future ware exchanging was begun from need of surety ceaseless supply of occasional
rural harvests. The idea of setting up exchanging things began during 1848. However, it
indicate its origin in Japan the vendors of Japan were using stockrooms for storing rice for
future purposes. To get more money the storeroom holders use to sell receipts to put away rice.
It was known as "RICE TICKETS". At long last, rice tickets get to be accepted as a kind of
business purpose. After on tenets came into being, to institutionalize the exchanging rice
tickets. In nineteenth century United States had turned out as an essential business Centre point.
So wheat brokers claimed to offer their produce to merchants and wholesalers. Through the
abatement of unionized storerooms, inexistence of uniform pondering and evaluating response
makers frequently hostage to the toleration of merchants alert. These condition lead to
utilization of setting up a meeting for agriculturists and dealers to exchange grain to convey
wheat and get traded.



Constantly merchants and buyers started making commitment to trade and to create trade out
future. Along these lines endeavour for "prospects trading” included. Where by the producer
needs to offer his convey to the purchaser or shipper in future and willing on cost. Subsequently
creator was typical about his cost included, in development.

This kind of arrangement demonstrated advantage to dealer and purchaser. As merchant is not
worried in taking conveyance of the produce, he can offer his consented to somebody who
needs the same. In the end maker who not intrigued to convey his produce can go on
comparative obligation another person. The cost of that concurred would reliant on the value
developments in the wheat market. After on by making a few adjustments these agreements
changed into an instrument to insurance included gatherings against components, for example,
unassessed value developments and unfavourable atmosphere variables. This development
merchants section in prospects market, which had no intends to purchase or offer wheat

however will absolutely assume on value vacillations in business sector to procure pick up.
History of product Market in India:

The past of set up item subordinates in India does an inversion to the 19th era when Association
of cotton trade started destinies trading 1875, around 10 years after they started in Chicago.
Over the time auxiliaries showcase made in various things in India. Under cotton, subordinates
trading started in oilseed in Bombay (1900), unrefined jute and jute items in Calcutta (1912),
wheat in Hapur (1913) and Bullion in Bombay (1920).

However numerous frightened those subsidiaries fuelled superfluous theory and were biased
to the solid working of the business sector for certain in things, bringing about to prohibiting
of products alternatives exchanging and money settlement of wares prospects after autonomy
in the year 1952.

The demonstration banned alternatives exchanging merchandise alongside money settlement
of forward exchanges, giving a smothering hit to the product subsidiaries market. Taking after
the demonstration just those affiliations/trades, which are allowed redesign from the

administration, are permitted to sort out forward exchanging allowed products.



The demonstrations imagine three tire regulations:

e Exchange which facilitates forward exchanging wares can allow exchanging everyday
premise.

e The focal government — division of client Affairs, Ministry of customer's Endeavours,
Food and Public Distribution — is a complete authoritative power.

e Forward offer commission gives lawful supervision under the forces assign it to by the

focal government.

India there 25 acknowledged future trades, of which there are three national level more than
two product trades. After a spread of just about 30 years, the focal government — division of
client Affairs, Ministry of customer's endeavors, Food and Public Distribution — is a complete

authoritative power.
The Three exchanges are:

e National Product and Auxiliaries Exchange obliged (NCDEX) Mumbai
e Multi Product Exchange of India (MCX).
e Mumbai National Product Pxchange of India Limited (NMCEIL) Ahmadabad.

e There are other neighborhood exchanges product set up in different parts of India.
Legitimate structure for controlling product prospects in India:

Take after of Forward Contracts direction Act, 1952 and there rules bound under, the stock
prospects traded thing exchanges are controlled by the governing body. The controller for the
things exchanging is the forward business parts commission, which goes under the Ministry of

Consumer Affairs Food and Public Distribution which masterminded in Mumbai.

Forward Markets Commission: -

The FMC is a genuine association which is developed in 1953 takes after of Forward Contracts
(Regulation) Act 1952. The commission which joins of slightest two and most noteworthy four
people chosen by central government. By each one of these people there is one allotted
executive. The aggregate of what exchanges had been set up taken after by the control of
Forward Market Commission of law making body of India.



National Commodities and Derivatives Exchange Limited: -

This exchange is progressed by ICICI BANK Limited, NABARD and NSC. NCDEX is the
fundamental Commaodity Exchange in country stimulated by national level foundations. The
NCDEX is set up on 23 April 2003 which is an open limited association. NCDEX is a which
is driven national level advancement and online thing exchange with an autonomous top
administrative staff and master not having through and through excitement for stock markets.
The NCDEX which set out to give a world class product exchange bolster for business division
players to trade an enormous scope of product backups directed by best overall practices,
cleaned expertise and lucidity. The NCDEX is controlled by Forward Markets Commission.
The NCDEX is moreover captivated to the assorted laws of territory, for example, the
associations Act Contracts Act, Forward contracts Regulation Act and various diverse
establishments. NCDEX is organized in Mumbai and offers workplaces to its people in more

than 550 concentrations all through India. The NCDEX now energizes trading of 57 things.

1.1 Commodities Traded at National Commodities and Derivatives Exchange

Limited:

minerals Oil and | Bullion Pulses Energy Spices
oil seeds

Electrolytic | Cotton Gold KG | Urad Crude oil | Turmeric

copper seeds

cathode

Aluminium | Oil cake | Silver Yellow Furnance | Pepper

Ingot peas oil

Nickel Crude Brent

cathode palm oil

Zinc metal

cathode




MULTI COMMODITY EXCHANGE OF INDIA LIMITED: -

MCX is persisting fixing up from Government of India having Head Quarter in Mumbai. The

basic offer holders of MCX are Financial

Advances (India) compelled, SBI, union bank of India, Corporation Bank of India, Bank of

India and Canara Bank.

The MCX which. Gives points of interest of web trading, clearing and settlement operations

for product future business part the country over.

The MCX set up in November 2003 and has constructed fundamental plot with Bombay
Bullion association, Bombay Metal Trade, Dissolvable Extractors Relationship of India, and

pulses importers association

WORLDWIDE COMMODITY EXCHANGES

Future exchanging which is a discovering answer for an issue like the upkeep of a year supply
of merchandise and items which are regular as if there should be an occurrence of agrarian
item. The main product trades on the planet are USA, UK, JAPAN, AUSTRALIA,
SINGAPORE,

NEW YORK MERCANTILE EXCHANGE: -

In physical merchandise trade of future market New York Mercantile is the world greatest one.
The NYMEX IS primary exchanging stage for vitality items and valuable metals. This trade
working from since most recent 132 years and which makes exchanges through the two
principle divisions, NYMEX division which manages vitality furthermore, platinum and the
COMEX division which trades all other agricultural things.

The commodity exchanged NYMEX are: -

e Light sweet raw petroleum
e Regular gas

e Warming oil

o Fuel

e Silver
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o Copper

e Aluminium
LONDON METAL EXCHANGE: -

The London Metal Exchange was set up in 1877 as a saw upset in nineteenth century. The

principle Centre of LME is giving a business opportunity for dealers

who are occupied with taking an interest in non —ferrous based metals related industry to
guarantee against danger because of development in base metal costs furthermore get at a value
what sets the benchmark internationally. Trade exchanges 24 hours day through the official
phone market furthermore stage for electronic exchanging. The LME well known for the open-

nation exchanging among ring managing individuals which happens on commercial Centre.
Products exchanged LME are: -

Aluminum, copper, Nickel, Lead, Tin, Zinc and so on.

There are taking after three assortments of Memberships of Commodity Exchanges.

How product market functions: -

Things will be exchanged two sorts. In the first-place technigue is spot exchange, where in this
exchange the instalment must be made on spot and diverts the products. The second technique
is future exchange. The principal for fates is the stockroom receipt.

In future a man can purchase or offer an item future in light of a trade on his reckoning of
where the cost will go in future. The purchaser or dealer square off his record or plus or minus

conveyance merchandise of future called an expiry date.

Future expenses of thing are not consistent it vacillates from period to period, so for that the
operator who keeps up a record of all overseeing parties, which the step by step advantage and
hardship are to be recorded. The taking in order to squire off which will be done an inverse
contract so that the net excellent is void. In nowadays Commodity purchasing and offering
procedure is entirely automated. Traders don't have to look for counsel from a ware market to
take a position. With on-line product purchasing and offering they could take a seat inside the

limits of their living arrangement or work environment and contact the photos.
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With whom speculator can execute an industry?

A speculator can execute an exchange with the acknowledged clearing individual from already
recognized Commodity Exchanges. The speculator can request the principle focuses from the

Commodity Exchanges concerning the rundown of allowed individuals.
What all things are required for identity Proof?

At the point when speculator methods clearing Member, the part will request character

confirmation. For which Xerox multiplication of somebody of the following can acknowledge

a) PAN card amount
b) Using License
c) Voter card

d) Passport
What explanations are required to acknowledge for financial institution proof?

The front page of financial institution’s book and a cancelled cheque of a worried financial

institution. Otherwise the financial institution declaration containing points of interest can get.
What are the particulars to get for manage verification?

With a view to affirm the handle of speculator, the clearing part will demand Xerox duplicate
of Ration card or the go digital book/bank declaration where the address of financial specialist

is given.

What are the documents to be signed through the investor?
The clearing part will request that the supporter sign

a) Know your customer sort

b) Hazard Discloser report

The above matters are easiest process in character and the hazard stressed and simply

subsequent to understanding the business, he or she desires to execute business.
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What are the features to be viewed even as deciding on a commodity dealer?

While settling on a ware merchant speculator ought to in a perfect world safeguard determined
elements in astuteness to guarantee that they are not being missed in any which implies. These

reasons are incorporated: -

Net worth of the merchant of Brokerage Corporation.
The customers.

The number of establishments/branches.

The advertise believability.

The references.

YV V. V V V V

The assortment of administration offered-back place of occupation working being

prevalent.

A\

Credit score office.

A\

The examine group.

These are among the essential drivers to compute the believability of ware dealer: -

Dealer: -

The specialist is just around a person of organization that contacts between individual dealers

and the item exchange. In different expressions the Commaodity

dealer is the individual from Commodity exchange, having direct reference to the other to hold

out all exchanges lawfully. He is otherwise called the endorsed dealer.

Tips on the best way to end up plainly a Commodity broker/merchant of Commodity

substitute?

To develop to be a product merchant one goals to whole correct legitimate and restricting
obligations. There might be diversions approach took after, which is expressed through a unit

of government that sets out the laws and acts as to product purchasing and offering.

A merchant of Commodities can be required to satisfy unmistakable commitments to

accomplish this sort of enrolment in return.
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To end up noticeably an individual from Commodity trade the specialist of financier
association must have web worth adding up to Rs.50 Lakhs. This total has been resolved

through Multi Commodity trade.
How one can end up being a Member of Commodity interchange?

To come to be individual from Commodity exchange the man or lady must fit in with the

following Eligibility criteria.

1) He/she ought to be citizen of India.

2) He/she ought to have completed 21 years of his age.

3) He/she ought to be Graduate or having an unclear ability.

4) He/she ought not be bankrupt.

5) He/she has never again been suspended for purchasing and offering wares.

There three assortments of Memberships of Commodity Exchanges.
Trading-cum-clearing member: -

A TCM is qualified for interchange on his have account and due to his customers, and clear
and settle exchanges himself. A sole proprietor, Partnership firm, a joint Hindu Undivided
family (HUF), an organization element, a helpful society, an open division gathering or each

other government or non-official element can come to be a TCM.

There are two types of TCM, TCM-1 and TCM-2. TCM-1 alludes to transferable no store

headquartered enrolment and TCM-2 alludes to non-transferable store built up participation.

An individual favored to enlist as TCM is required to present a product according to the format
recommended underneath the business thoughts, together with all fenced in areas, expense and
diverse records particular in that. He's required to move by methods for meeting by methods
for Membership Admission Committee and board of trustees is likewise enabled to fringe

guidelines or benchmarks in connection to choice or dismissal of a part.
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Institutional trading-cum-clearing Member:-

Best a foundation/corporate will likewise be conceded with the guide of the exchange as a part,

presenting upon them the privilege to trade and clear through the clearing townhouse of

exchange as an Institutional exchanging cum-clearing Member (ITCM). The part is

additionally permitted to make bargains for himself and in addition for his buyers and clear and

settle such offers. ITCMs may likewise select sub-agents, approved men and ladies and

purchasing and offering members who could be enrolled as purchasing and offering members.

Professional Clearing Member:-

A PCM qualified for clear and settle exchanges finished with the guide of different individuals

from the trade. A corporate substance and a school just can rehearse for PCM. The part could

be permitted to clear and settle exchanges of such members of the exchange who choose to

clear and settle their exchanges through such PCM.

1.2 Membership Details for NCDEX: -

Sr. No. | Particulars NCDEX: TCM (in lakh)
1 Interest Free Cash Security Deposit 15

2 Collateral Security Deposit 15

3 Admission Fee 5

4. Annual Membership Fees 0.5

5 Advance Minimum Transaction Charges 0.5

6 Net worth Requirement 50

1.3 Trading-cum-clearing Member: - TCM

Sr. No. | Particulars NCDEX: PCM (in lakhs)
1. Interest Free Cash Security Deposit 25

2 Collateral Security Deposit 25

3. Annual Subscription Charges 1

4. Advance Minimum Transaction Charges 1

5 Net worth Requirement 5000
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Admission | Initial Annual Net worth Criteria
Category | Fees (Rs.) | Security | Subscript
(in lakhs) | Deposit |ion (Rs.) | Corporate | Partnership | Individual
(Rs.) (Rs.) (Rs.) (Rs.)
(in (in'lakhs) | (in lakhs) (in lakhs)
lakhs)
TCM-1 |10 15 50,000 50 50 50
TCM-2 |5 50 50,000 50 50 50
TCM-3 |10 50 50,000 50 N.A N.A
TCM-4 | Nil 50 100,000 | 5 crores N.A N.A
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PROFILE OF THE SELECTED ORGANIZATION AND
RESPONDENTS
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COMPANY PROFILE: -

Trade Bulls commodities (Bangalore) is a part of Trade Bulls group which is a sister concern
and trusted company. Trade commodities is additionally an individual from MCX, NCDEX
and DGCX, and it offers a total customer well-disposed administration in the item prospects
showcase. In a world exchange association items have dependably been the establishment, as
they turn into an undeniably appealing speculation choice Trade Bull commodities give
direction and help their customers in all conceivable approaches to enable them in the wares to

showcase.

Trade bull commodities offer standard range of administrations to their customers and they
additionally offer esteem included administrations like conveyance-based ware exchanging.
They have numerous business Tax/VVAT enlistment individuals in various conditions of India,
and they empower their customers to execute precise conveyance construct exchange for light

of sake of their customers and making them one of the main ware merchants in the Nation.

Commodities turned into a basic piece of our day by day lives and with an enormous populace's
request wares fates are a standout amongst the most beneficial choices for any potential
financial specialists. Products fates increased the value of the client's portfolio since they give

diverse assortments by peopling to accomplish greatest returns in a venture domain.

Trade Bulls commodities give chances to an enormous members with different foundations to
get a piece of the activity, ideal from the merchant, grower, arbitragers and hedgers. They are
additionally recorded in Dubai gold and ware trade (DGCX) which was the primary worldwide
value fates item in the Middle East. It gives a value execution of worldwide blue chip shares.
Members can recreate their exchanging and venture methodologies by utilizing contracts which
are exchanged on the DGCX stage and settled in real money. Alpha commaodities provides
seamless services to more than 80,000 customers with extensive network having indelible
presence across more than 150 cities pan India, through 30 branches and over 850 business

associates.

It provides customized research and advisory services to customers and business associates
through its strong research and advisory team providing both fundamental and technical

research.
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Its trading platforms (offline and online) are extremely user friendly and time tested with
advance charting system to meet every individual customers needs integrating 24/7 systems

support.

Trade bulls commodities has always been the most preferred business and brokerage house for
its customers and business associates (like sub brokers, franchises, introducers, authorized

persons etc.) for many decades.

Secured and modern frameworks, operation procedures and clear hazard administration
arrangements to deal with high volume business. 2300+ outlets crosswise over India covering
200 urban communities in the nation, including 25 territorial workplaces at Delhi , Kolkata ,

Pune , Ahmedabad , Bangalore , Chennai , and Gujarat.

Look into spreads a wide range from macroeconomics conjectures to infiltrating examination
of organizations and divisions, the exploration is exceptionally evaluated for its precision,

clearness and exhaustive scope which incorporate principal investigation.

Specialized examination and every day look into reports. Explore likewise covers settled salary

markets, Mutual reserve plans and items markets.

3.2 KEY MANAGEMENT PERSONAL OF TRADE BUL COMMODITIESLTD

Dinesh i) - Nikhil Daxini
Thakkar Aasif Hirani

Thakkar Director &
Director Chief

Business

Chairman & Director
Managing
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VISION AND MISSION OF THE COMPANY
Vision statement:

e To manufacture a world class client driven monetary administration substance that
achieves the money related necessities of a wide range of clients with worldwide
process.

e To concentrate on gainful development.

e Toimprove potential crosswise over four measurement that is for people, group, clients

and commercial center.

Mission statement:

e To get a knowledge into customer’'s money related necessities and objectives and to
offer redid arrangements

e To maintain customers confide in items and administrations

e To attempt to secure and increment customer's capital

e To empower straightforward and information-based speculation process and

frameworks.

e Other significant amenities of Alpha commodities
Registrations and Membership:

e Trading and clearing member of NSE, BSE, MCX-SX (capital, F&O, Debt market)

e Depository participant of CDSL

e Member of commodity exchanges — MCX ,NCDEX, NSEL (through Alpha commodity
private market)

e Participants of securities borrowing and lending schemes

e AMFI registered all India mutual fund distributor.
Leading- Edge research and advisory team:

Trade bulls commodities research team believes in converting research to profitable advice
which helps the client to get better benefits .It ensures that every rupee deployed works the
hardest it can, the research and advisory team consist of highly qualified, trained and qualified
professionals.it helps in taking investment and trading decision and helps in building healthy

portfolio which gives superior returns.
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PRODUCTS OFFERED

Equities (Real and institution)
Commaodities

Derivatives

Currency

Mutual funds

Depository services

IPO

Wholesale debt market(WDM)

YV V.V V V V V V

Equities

Backed by strong research and advisory team, most preferred trading platforms and seamless
connectivity, tradebulls commodities provides equities investments and trading facilities which
are well appreciated by all business associates and customers. It has very strong presence in
retail as well as institutional equity business. It has well equipped regional and centralized
teams with dedicated relationship managers and customer service executives to provide
maximum customer satisfaction. One can access to large number of assets like live quotes,
outlines, cautions, counsel, moment support exchange office and so on. Trade bulls

commaodities integrated trading platforms both online and offline.
Commodities

As commodities turns into an undeniably appealing speculation choice, we offer an entire
bundle of customer —friendly benefits in item prospects showcase. Wares have constantly been
the foundation of world trade and trade bull items guidance and bolster all conceivable ways
to deal with empower the customer in all endeavours in offer of items. Other than offering
general range of administrations. Trade bull commodities likewise offer conveyance based
ware exchanging. It has numerous business Tax/VVAT enlistment numbers in various conditions
of India, empowering with a specific end goal to execute methodical conveyance construct
exchanges for light of benefit of our customers in this manner making us one of the main

product dealers in the nation.
Currencies

Trade bull commodities offers currency future contracts on both the exchanges in USD/INR,
EUR/INR, and GBP/INRAND JYP/INR pairs. Currency options in USD/INR pair are also
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offered on the NSE and been introduced on MCX-SX with a reasonable bid ask spread.
Currency derivatives is a great option for hedgers, arbitragers, speculators and investors to
protect their interest against exchange rate fluctuations. Arbitragers get the Opportunity of
exchanging money fates by exploiting value differential between the business sectors.

Wholesale debt market

Trade bull commodities is an individual from NSE and BSE for discount obligation market and
class 1 shipper investor enrolled with SEBI. We are likewise an individual from NSE for loan

fee fates. It has evaluated as India's main 3 dealers in the year 2010-2011.
It is effectively occupied with:

> Primary obligation situation through business papers, MIBOR/INBMK connected
bonds, NCDs bonds, CDs, Securitized papers and credit syndication.

» Secondary discount obligation advertises as middle person for exchanges T-Bills, state
advances, corporate securities, Cps, CDs, and prompting and managing provident

assets, annuity and tip trusts.
Depository Services

Trade Bull commodities offers Demat administrations to people and corporate financial
specialists as a vault member with the focal store administrations (India) restricted (CDSL).
With very experienced group of experts upheld with complex specialized support and a national
system of business partners and territorial workplaces container India, it guarantees quality and
accommodation at all circumstances. Its online store administrations offers paperless and

financially savvy approaches to hold the ventures.

Mutual funds

Ventures through shared assets are one of the most secure, least demanding and advantageous
methods for making effective speculations, Trade bulls items common store work area gives
you proficient exhortation upheld benefits in this manner giving you the edge. Shared
subsidizes additionally offer a perfect stage to take an interest in the value and obligation

advertise by implication through expert administration of common reserve.
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It likewise gives highlights intended to make common store contributing more helpful. A
methodical venture technique through a tailor portfolio exhortation encourages you to take

better and educated speculation choices.

IPO

As part of equities business Trade bulls commodities has vibrant primary market division
wherein we do syndication business in IPOs. IPO division has strength of more than 11,000
business associates and agents and also HNI, UHNI and corporate client base pan India. Its
strong presence helps in mobilizing subscription for a large number of new issues and its large
distribution network of outlets gives the client the option of selling the allotted shares through
the same outlet. Trade bulls commodities IPO division was ranked No.15 with 1.07% of total

market share in terms of amount mobilized for the period 1st April 2011 to 31st March 2012.
Securities lending and Borrowing

In order to ensure that customers earn even on their idle portfolio, Trade bulls commodities
offers SLB facility. This scheme enables customers to lend their portfolio in an organized

manner through the exchange platform and earn returns there on.

Tradesmart@commodities is a single gateway for all financial needs It is useful for putting on
the web in values, wares and cash prospects anyplace whenever. One can access a multitude of
resources like live quotes, charts, research, advice, instant fund transfer and more helpful in
taking informed decisions.it helps in getting convenient and hassle-free online stock trading

experience.
Trade bull commodities Business Associates advantage plan

When a business associate joins the Trade bull commodities, they join an Elite group located
pan India and become a part of rich heritage of over six decades. We strongly believe that a
success of business associates is strongly linked with our success. In view of this trade bull
commodities always endeavor to provide best of the services to business associates for either
marketing and branding, customer acquisition and development, research and advisory real

time risk management, IT support etc.

24/70nline customer help desk
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Trade bull commodities has a unique advanced module for customer help and queries, where
all queries are addressed and solved within a stipulated time frame. Each query is handled by
the head of the department personally. Besides this direct contact numbers of senior managers
and HODs are also provided on the help desk to ensure easy access to decision makers. This

helps in better and productive services as also quick solutions for all quires.

At the time of joining, business associates are familiarized with Trade bull commodities

infrastructure for their smooth and seamless amalgamation within the company
Following are the list which are provided during at time of joining as welcome kit:
1. Trade bull commaodities product information

2. Compliance manual

3. Trade bull commodities research

4. RMS & IT policy

5. Do’s & Don’ts for business associates

6. Retail advisory performance tracker

Trade bull commodities lays down certain guidelines for the benefit of the business associate
to ensure better productivity. These policies have been designed incorporating years of
experience and also keeping client’s interest in mind. Trade bull commodities business
associates also have direct email access to their chairman, MR. DINESH TAKKAR who

invariably responds to all the communications.

AWARDS

Best use of mobile technology (From ABP news in 2016)

Best HR strategy in line with business (70" Asia best employer award 2016)
Top performance - Equity and derivative (NSE 2015-2016)

Top performance - (NSE 2015-2016)

Best advertising campaign (BAM 2016)

Best digital marketing campaign

ASSOCHAM to SME 50

YV V. V V V V V
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TRADEBULLS'S MAIN COMPETITORS

1. Angel Broking
2. Motilal Oswal
3. Zerodha

4. 1IFL

5. Edelweiss

6. RKSV

7. Kotak

SWOT ANALYSIS

1) STRENGTH
a. innovative range of financial products
b. Most competitive brokerage and DP charges
c. Exposure updating tie-ups with leading banks

d. Well diverse Investment portfolio

2) WEAKNESSES
a. High risk exposure in investments in power and real estate
b. Indian are mostly conservative and prefer investing in Gold and land

c. Less penetration in rural areas

3) OPPORTUNITIES
i. Opportunities in the growing cities

ii. Urban Youth looking for investment options

a. THREATS
a. Stringent Economic measures by Government and RBI

b. Entry of foreign finance firms in Indian Market
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CHAPTER -2

CONCEPTUAL BACKGROUND AND LITERATURE
REVIEW
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THEORETICAL BACKGROUND OF THE STUDY: :-

Basic openness of imperativeness has been a key driver of advancement and industrialization
in the twentieth century. Majority of this essentialness has been made from non-inexhaustible
fossil energies. The current overall economy is relying upon these fills as much as ever, most
prominently oil. Fast coordination is the key for accomplishment of cutting edge amassing
industry. People live a long way from their work and in this way rely on upon cars for driving.
Formation of endless family and mechanical stock is using oil-based plastics as rough

materials. We are dependent on oil.

Oil costs have been outstandingly erratic recently. Insecurity in oil costs hurts from various
perspectives. Both making and made countries are affected. Spiking high costs impact destitute
people more particularly in light of the fact that fuel costs are important in sustenance and
transportation costs, which are crucial spending. High oil costs also hit economies on a huge
scale level and have been enacting components in money related cycles. Interval low costs on
the other hand concede central imperativeness interests in present and alternative sources,
which are required for securing supply later on. Changing expenses also make it harder for
buyers to learn new use cases and scan for substitutes. Adding to supply and cost issues are
biological stresses, in which oil also has a central part.

Changes in oil costs move political balances far and wide. Qil exporters get drive with high
expenses yet go up against genuine inconveniences when costs drop. Control over oil sources
has for the most part decided various countries into war. In August 1941 the United States set
an oil boycott over Japan, which blocked 80% of its oil supply. Following five months Japan
joined the Second World War with the oil boycott being one of the central flashes. Both Persian
Gulf Wars were moreover in any occasion midway stirred by securing oil supply. Despite these,

basic resources are being referred to in various disputes far and wide.

In spite of the expansive worldwide effects of oil costs, there is by all accounts little accord
about the most critical value drivers and the wellspring of late unpredictability. Feelings vary
from constrained supply ability to manhandle of makers’ business sector force and efficient
securities’ hypothesis. There are additionally numerous perspectives on when oil is running out
and numerous elucidations of the down to earth outcomes of the proceeding with weariness. In

contrast with numerous different markets, there is

Moderately little data accessible about crucial variables. Creation costs for instance are much

watched insider facts and can’t be effortlessly made sense of for an untouchable. The need also,
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asymmetry of data makes the business considerably more baffling and comprehension it

basically imperative.

According to the generally recognized speculation of fossil forces, crude oil (and moreover
unique hydrocarbons ordinary gas and coal) has formed over incalculable years from old
normal materials in residue layers of the Earth's outside under high temperatures and weight.
More especially grungy oil and trademark gas have formed from antiquated small fish and
green development on old sea base, however coal has encircled from remains of old plants

shorewards. (Reference book Britannica 2008).

The development process prompts a standout amongst the most main issues of monetary
investigation about oil — its exhaustibility. At present mankind is expending oil a great many
times speedier than it is normally made, making unrefined petroleum for all intents and

purposes non-renewable.

There exists also another theory for oil course of action. The abiogenic oil hypothesis
communicates that grungy oil is surrounded in significant carbon stores, maybe as old as the
Earth itself. This speculation suggests that normal life structures are not the wellspring of oil,
and that there could be significantly more oil in the ground than current appraisals propose. A
champion among the most fascinating prescribed evidences for the speculation is the starting
late watched nearness of the trademark gas methane in Titan, a moon of the planet Saturn,

where it couldn't have been surrounded through normal strategies. (Glasby 2006).

In spite of the way that this theory has by and by beside no guards (Glasby 2006), it justifies
saying as it would change the basics of future oil supply if it were substantial. In this paper I
will even now consider the biogenic oil hypothesis false and see grungy oil as a petroleum

derivative whose weakness is an explanation behind concern.

Oil grades Crude oil chronicles far and wide contrast on an exceptionally essential level in
openness and quality. The rule quality for foul oil is its consistency (thickness). Consistency is
measured by "Programming interface gravity”, which is an industry standard made by the
American Petroleum Institute. Oil stores are sorted out by API gravity into light, medium,
extensive and additional overwhelming oils. Past additional overwhelming oils there are oil
sands (besides tar sands), which contain thick oil-based bitumen and oil shale's, which contain
strong oil-based lamp fuel. Both of these non-fluid sources can be warmed and dealt (with high
expenses and decreased vitality feasibility) into fluid oil. Additional critical oils, oil sands and
oil shale's are reliably also called non-routine oils, in light of the way that their extraction

28



requires frameworks that separation from the more conventional depleting of the lighter

evaluations.

Another essential quality part is the Sulfur substance of the oil. Expected "sweet" foul oil has
a low Sulfur content, which derives that it is all the more naturally especially organized and
much requires less dealing with to meet normal models. This makes it in like way more
tremendous than "unforgiving" unrefined oil with a higher rate of Sulfur. The third fundamental
quality is the physical district of the oil source. Importance and properties of neighborhood

shake changes expect an essential part in the extraction expenses of oil stores.

Understanding that rough oil is not homogenous and that the physical and land properties vary

between various oil sources is essential for the feasible examination.

The accessibility of simple to achieve light and medium oil sources make current oil costs
conceivable, while considering non-standard oils extraction costs ascend to levels that are at
present uneconomic. Regardless of extraction, lighter strengths are likewise not so much

expensive yet rather more adaptable to be refined further to oil things.
Non-fuel liquids, bio fuels and fabricated substitutes

Refined oil things can in like way be passed on from sources other than rough oil. The before
said non-grungy fluids are hydrocarbons that come as side things in various stages in rough oil
or trademark gas time and are fluid in ordinary barometrical weight. A huge bundle of these
fluids are of high gage and can be utilized as unpleasant material as a bit of refineries
equivalently as light or medium rough oil. The utilization of these side things is developing as
time advancement affects and gainful recuperation depends on.

Perhaps the beginning now most unmistakable option source to invaded rough oil starts from
the nature as bio powers. Once in a while assembled to either bio ethanol or biodiesel, these
invigorates are made using a degree of various plants and can control different sorts of bleeding
edge start motors with next to zero changes. Bio powers have immediately gotten notoriety in
addition some obvious time after the oil regard moves beginning late. They are besides
observed as more in reality all around masterminded as their life cycle discharges less nursery
gasses to the air. The latest imprisonment has ascended from the way that bio fuel creation
decently coordinates nourishment time, which has been guaranteed to be one of the factors

behind late change in sustenance costs. In the long run examination in bio powers proceeds and
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studies propose that later on it might be conceivable to make bio fills in zones where sustenance

couldn't be created, in this manner expelling the issue of dispute.

Oil things can likewise be made misleadingly through creation shapes. The most extraordinary

strategy is the guaranteed "Fischer-Tropsch union”, which can pass

on oil substitutes from coal or typical gas. Fabricated procedures are at present not completely
used, as they are still generally costly and regularly hostile. Notwithstanding all that they show
up in different future projections of the aviation business, particularly military flight, as
electrical motors or bio fills don't beginning now sufficiently offer power for flying machine

plane motors.

In this paper I will consider non-foul fluids as a touch of unrefined oil. Different quantifiable
sources in like way combine yet don't separate them in their oil figures. Constructed substitutes
are at present just of redirection while thinking about the upper cost confines in the oil supply
bend and I will come back to that later. Bio powers are generally quite recently fiscally sensible

with government bolster in context of air issues. In like way they drop out of the level of this
paper.

How raw petroleum cost is framed?

The data about rate development of unrefined petroleum is declared and broke down on
consistent preparation. The inquiry which ought to be in any case contemplated is the manner
by which precisely the rate of unrefined is shaped. As to underlined system, there are two
premise originations the place in the main case it is expressed that the cost vacillates in light of
the fact that of principal market reasons while on the 2d viewpoint there is specialized market
components which can be considered as reason for cost activity. As it is related by means of
Blas (2012) if there should arise an occurrence of specialized examinations, cost development
on PC shows, moving midpoints and numerous others. Are accepted to be remaining inside the
center of rising and falling costs though depending on economic situations, vivacious support
of gamers in exchanging diversion is critical segment pushing the rate in particular proposals.
In any case, the undeniable reality of presence of two market frames (Substantial and paper) is
conveying chance to make division between two assortments of market strengths. The
particular give of unrefined, development amount of real raw petroleum trading nations and

even
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articulations of oil mister of Saudi Arabia are respected to be important essential clarifications
of the market (Farchy and Blas, 2012).

Specialized examinations incorporate into itself financing state of mind of the market, interest
organize, terminate dates of fates contracts, undertaking in decisions exchanging, and so forth.
The emotional cost activity gone off inside last a few years gave ground at a few hypotheses
that the cost is without a doubt migrating given that of intense interlink between substantial
spot expense of rough with paper purchasing and offering market. As per Blas (2012) the
standards of purchasing and offering spot deal contract suggests that merchant is obliged to
give and client needs to take conveyance. Inside the ahead market, it is accepted that vender
aspect needs to convey the unrefined this should emerge under any occurrences (aside from
sudden interruption of creation) though purchaser need to set aside payload handiest the ideal
opportunity for real give when time is drawing close to for passing freight into physical give
time span. The association of monetary market to recognize deal cost maybe uncovered by
methods for review of causes consolidating definite expense of Brent Dtd (marker of rate on
spot real premise in European Mediterranean bowl). In venture with the mannequin of charge
figuring received by methods for Platts, the cost is formed depending on cost concurred
between partiers purchasing and offering for forward contracts for a month forward (in month
of April, ahead contract purchasing and offering is specified month of June) including CFD
(contract for contrast) differential for a similar interim (if there should arise an occurrence of
CFD in spite of the fact that it is discussed sure week). The exchanging characterizing charge
for these two embellishments is occurring each day inside alleged ,,e window™ Platts stage . It
should even be watched that there are about 10 primary associations effectively teaming up in
exchanging of these subsidiaries. The detectable actuality regardless is that among these eager
gamers only one bank Morgan Stanley and purchasing and offering organization Phibro that
aren't concerned immediately in raw petroleum creation, refining and extra appropriation
(Barret, 2012). Hence, it maybe presumed that extreme charge relies on hypothesis of the
market between great perceived to each other occasions. The position of specialized
investigation is migrating into back stage for the reason that exchanging of forward contracts
and CFDs are taking area on the premise of craving to obtain take advantage of purchasing and

offering, them are instantly worried in unrefined petroleum and oil stock publicizing.
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Spot and Future contracts:

The spot cost of crude oil isn't genuinely a present cost, however a one-month forward
assention, frequently known as "front month". That is because of the way of oil, which requires
time for the physical conveyance, as opposed to monetary forms or securities. In the NYMEX
for outline, exchanging for the spot supply closes three industry days before the twenty fifth
date-book day of the month past the conveyance. The ware is then to be conveyed through the
finish of the conveyance month in accordance with further points of interest. The oil is made
close by at a presented put and the client transports it then extra together with his own cost.
After the nearby date, the market will keep purchasing and offering for the following spot
month. (Borenstein 2008). Conveyed spot contracts imply easiest a little measure of
exchanging volumes on item trades. Most fluid contracts can be moreover settled in cash
between the counterparties. For the time of the earlier five years, best 2% of all exchanged
contracts brought about real supply (ITF 2008). Fates contracts are institutionalized exchange
exchanged forward contracts. Dislike advances, which can be paid at the season of conveyance,
fates are "set apart to-market™ implying that they are settled and paid at long last of each
exchanging day over the span of the agreement time frame. The ordinary contract decreases
the default threat of the other member. The NYMEX exchanges oil prospects for the following
nine years. There are contracts for every last month of the 5 first years and two month to month
contracts per 12 months for the following 4. These agreements don't by the by dependably exist
if there is no other in them. (NYMEX 2008, Pindyck 2001).

IMPORTANCE OF THE TOPIC:-

Product markets have been picking up significance lately, giving members a chance to go for
forward contracting and supporting. Specifically, subsidiary markets have accomplished more
than eighteen times in exchanging volume when contrasted with the spot markets. This paper
gives an outline of the item advertise in India and its members, and investigations wares that
are exchanged MCX (Multi Commodity Exchange), as far as value revelation of the spot and
fatures markets. It additionally examinations the effect of exchanging volume, expansion and

other macroeconomic elements on spot and fates value developments.
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NEED OF THE TOPIC:-

To analyse the factors of price mechanism of spot and future prices of crude oil, as crude oil is

most tradable non- agriculture commodity after gold

LITERATURE REVIEW: -

According to Kawaller et.al (1967) considered the intraday esteem connection between S&P
500 Index and the S&P 500 and the S&P 500 prospects. Their results exhibit that both S&P
500 spot and destinies markets are in the meantime related and a slack relationship in like

manner exists.

Stoll and Whaley (1990) inspected the easygoing relationship in the middle of spot and
prospects markets utilizing intraday information for both S&P 500 and real market file (MMI).

They inferred that the fates pioneer as more grounded than the money list lead.

Chan et,al.(1991) discovered much more grounded bidirectional conditions between stock list
and stock list future costs for S&P 500 and FTSE 100 Index. They presumed that the spot to
fates lead has all the earmarks of being more claimed crosswise over days in respect to the fates

to spot lead.

Ferderer (1996) demonstrated that both oil value changes and oil value instability negatively
affect yield development, however in various ways: unpredictability has a negative and
noteworthy effect on yield development, quickly and again eleven months after the fact, while

oil value changes significantly affect yield development after around one year.

Matikeinan and Tse (1997) inspected the cost and unpredictability overflows in the four
scandavian securities exchanges by utilizing the multivariate EGARCH model. They examined
for the period 2 may1988 to June 30 1994.They found that unpredictability overflows
transmission was uneven in Danish, Norwegian , Swedish and Finnish securities exchanges

overflows being more purported for terrible than uplifting news.
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Pizzi et, al. (1999) researched the value revelation in the S&P 500 spot list and future record
utilizing an intraday minute by moment information. They found by bidirectional causality yet

future business sector tends to have a more grounded lead impact.

Guptha and Balwinder(2006) researched the value revelation system in the NSE spot and future
business sector by considering the day by day considering so as to shut estimations of record
future business sector the day by day shutting estimation of list future SandPCNX Nifty file
and prospects. They facilitate consider the more grounded easygoing connection from Nifty

fates to Nifty file when contrasted with the other way around

Bose suchismitha (2008) concentrated on the multi-merchandise records of metals and vitality
items. The study reasoned that both contemporaneous prospects and spot costs add to value
disclosure. The future business sector can give data to current spot costs that accommodate

successful supporting of value danger.

Wagner abd et, al (2009) inspected the relationship in the middle of spot and future markets in
EU ETS. They reasoned that the spot and future costs are connected by the expense to convey
approach. They promote inferred that the prospects markets lead the value disclosure procedure

of CO2 outflow authentication.

Zhang Frank (2010) inspected the ramifications of high recurrence exchanging for stock value
unpredictability and value revelation. The study finished up positive relationship between the
high recurrence exchanging with stock value instability subsequent to controlling the firm
central unpredictability in the wake of controlling the firm basic unpredictability and different

exogenous determinants of instability.
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CHAPTER -3

RESEARCH DESIGN
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STATEMENT OF THE PROBLEM: -

The price mechanism of crude oil continues changing or wavering making hard for the financer
to analyse the spot and future prices in commodity market. It is very necessary to study the

change in the ways of fluctuations of spot and future prices of crude oil.

SCOPE OF THE STUDY: -

e This study mainly covers the price volatility in crude oil prices based on spot and future
prices.

e This study has been conducted with data available in the company’s websites and other
relevant websites, journals, articles published by professionals, past records by money
control website, which includes factors to price mechanism of crude oil.

e The study data is ranging from 2015 to 20190f crude oil price volatility.

OBJECTIVES OF THE STUDY:: -

e To concentrate the non-farming result of crude oil costs in spot and fates costs.

e To concentrate the value unpredictability of unrefined petroleum in reference with

different commodity market price.

e To think about and dissect the future value development of crude oil advertise patterns

utilizing past information in item showcase lists.

e To discover the reasons OR elements for genuine value unpredictability of particular
non-farming commaodity market lists.

e To study about spot and future price mechanism.

SAMPLING: -

e Collecting data from OPEC and NON-OPEC crude oil prices
e To find out the fluctuations in the production of Saudi Arabia and WTI crude oil.
e To find out liquid fuels production capacity and GDP price of WTI crude oil.

e To find out the correlation between U.S Gasoline retail prices and crude oil prices.
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TOOLS AND DATA COLLECTION: -

Website — money control

Journals

e Company documents
e News paper
e Reports by management

e Reference books
TOOLS USED FOR DATA ANALYSIS: -

e Rate of change
e Marginal productivity

e Co- integration test

LIMITATION OF STUDY: -

e The commodity market is having occasional patterns, in this manner we can't foresee
each value development about the market.

e The commodity market is more unstable, no one but we could give presumption value
development about the market incline.

e We can't give the correct future value development about the products
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CHAPTER -4

DATA ANALYSIS AND INTERPRETATION
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DATA ANALYSIS AND INTERPRETATION

OPEC AND NON-OPEC DISRUPTION

The two distinct social affairs which guarantee the overwhelming piece of overall oil era are
the Organization of Petroleum Exporting Countries (OPEC), and the non-OPEC get-together
of nations. Amidst the uncommonly one of a kind monetary and geopolitical changes, these
social affairs take off enhancements to their oil creation limits, which influence the oil supply
levels and results in shakiness in oil costs. For instance, the present decision to continue with
the oil oversupply by the OPEC collect basically dictated by its greatest part, Saudi Arabia, has

realized supreme base oil expenses of the latest 12 years.

4.1 Table showing OPEC and Non-OPEC supply disruptions

Date OPEC Disruption Non-OPEC Disruption
1M 2010 0.14 0
2M 2010 0.2 0
3M 2010 0.36 0
4M 2010 0.33 0
5M 2010 0.31 0
6M 2010 0.21 0
7M 2010 0.25 0
8M 2010 0.26 0
9M 2010 0.07 0
10M 2010 0.1 0
11M 2010 0.11 0
12M 2010 0.19 0
1M 2011 0.03 0.37
2M 2011 0.3 0.29
3M 2011 1.48 0.3
4M 2011 1.47 0.47
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5M 2011 14 0.41
6M 2011 1.5 0.36
7M 2011 1.68 0.34
8M 2011 1.63 0.3
9M 2011 1.59 0.61
10M 2011 1.58 0.48
11M 2011 1.23 0.59
12M 2011 1.12 0.57
1M 2012 0.86 0.61
2M 2012 0.68 0.93
3M 2012 0.75 1.19
4M 2012 0.63 0.92
5M 2012 0.91 0.84
6M 2012 0.98 0.86
7M 2012 11 0.84
8M 2012 11 0.96
9M 2012 1.07 0.93
10M 2012 1.22 0.71
11M 2012 1.38 0.76
12M 2012 1.46 0.78
1M 2013 1.38 0.88
2M 2013 1.28 0.88
3M 2013 131 0.9
4M 2013 1.19 0.89
S5SM 2013 1.23 0.81
6M 2013 1.79 0.93
7M 2013 1.8 0.95
8M 2013 2.13 0.91
9M 2013 2.68 0.64
10M 2013 2.36 0.7
11M 2013 2.54 0.52
12M 2013 2.61 0.59
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1M 2014 2.19 0.63
2M 2014 2.16 0.59
3M 2014 2.61 0.55
4M 2014 2.52 0.62
S5M 2014 2.6 0.66
6M 2014 2.6 0.58
7M 2014 2.45 0.6
8M 2014 2.26 0.52
9M 2014 2.06 0.44
10M 2014 2.13 0.4
11M 2014 2.55 0.37
12M 2014 2.61 0.31
1M 2015 2.65 0.24
2M 2015 2.59 0.26
3M 2015 2.45 0.3
4M 2015 2.29 0.52
5M 2015 2.76 0.46
6M 2015 2.79 0.42
7M 2015 2.75 0.38
8M 2015 2.75 0.32
9M 2015 2.73 0.49
10M 2015 2.84 0.29
11M 2015 2.71 0.36
12M 2015 2.79 0.27
1M 2016 1.88 0.3
2M 2016 2.15 0.34
3M 2016 2.25 0.38
4M 2016 2.44 0.36
SM 2016 2.58 1.08
6M 2016 2.29 0.77
7M 2016 2.32 0.44
8M 2016 2.42 0.32
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9M 2016 2.29 0.35
10M 2016 1.99 0.31
11M 2016 191 0.36
12M 2016 1.9 0.31
1M 2017 1.8 0.33
2M 2017 1.78 0.3
3M 2017 1.84 0.49
4M 2017 1.89 0.72
5M 2017 1.54 0.66
6M 2017 1.37 0.57
7M 2017 1.15 0.51
8M 2017 1.24 0.69
9M 2017 1.13 0.62
10M 2017 1.23 0.57
11M 2017 1.21 0.3
12M 2017 1.19 0.33
1M 2018 1.17 0.43
2M 2018 1.25 0.58

Source: https://www.eia.gov
ANALYSIS: -

From the above table it shows the monthly production of crude oil for both OPEC and NON-
OPEC for last 9 years (2010-2018), where OPEC are those who are producing oil and supply
to other countries, whereas NON-OPEC they are not producing oil and because of that petrol
price also increases. From the above table we can see that the crude oil production in OPEC is
more than NON-OPEC in last 9 years and there is no production of oil during the year 2010 in
NON-OPEC. And it is found that both the OPEC and NON-OPEC producing high oil during
the period of 2015 and 2016, after which is slightly reduced in last two years.
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opec and non-opec supply disruption
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INTERPRETATION

The above chart shows the monthly oil production of OPEC and NON-OPEC. And we found
that at the end of year 2010 the production of oil comes down at the same time oil production
started by the NON-OPEC. From 2011 OPEC has increased its production but in the year 2012
they are one step behind the NON-OPEC, in the same year OPEC started producing more oil
than NON-OPEC in last 6 years and currently OPEC are the leader of the oil producers as per
2018 report.

CRUDE OIL PRODUCTION OF SAUDI ARABIA AND WTI PRICES

Crude oil creation by the Organization of the Petroleum Exporting Countries (OPEC) is a basic
variable that impacts oil costs. This affiliation looks to adequately manage oil creation in its
part countries by setting era targets. By and large, foul oil costs have seen increases in times

when OPEC creation targets are decreased.

OPEC part countries make around 40 percent of the world's crude oil. Also basic to overall
costs, OPEC's oil conveys address around 60 percent of the total oil traded universally.
Therefore of this bit of the pie, OPEC's exercises can, and do, affect worldwide oil costs. In
particular, indications of changes in grungy oil era from Saudi Arabia, OPEC's greatest
producer, as frequently as conceivable impact oil costs 2016 there is a continuous increase in

OPEC disruptions as compare to NON-OPEC disruptions
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Date Saudi Production Change WTI Production Change
1Q 2012 0.9 9.43
2Q 2012 0.72 -8.56
3Q 2012 0.1 2.99
4Q 2012 -0.21 -6.46
1Q 2013 -0.83 -8.37
2Q 2013 -0.25 0.82
3Q 2013 0.2 14.82
4Q 2013 0.31 10.78
1Q 2014 0.7 4.61
2Q 2014 0.05 9.89
3Q 2014 -0.4 -7.52
4Q 2014 -0.17 -24.91
1Q 2015 0.01 -50.87
2Q 2015 0.63 -44.02
3Q 2015 0.59 -52.43
4Q 2015 0.5 -42.72
1Q 2016 0.4 -31.21
2Q 2016 0.05 -21.42
3Q 2016 0.31 -3.66
4Q 2016 0.42 17.27
1Q 2017 -0.22 54.82
2Q 2017 -0.24 5.92
3Q 2017 -0.42 7.37
4Q 2017 -0.44 12.37
1Q 2018 0.17 21.82

Source: https://www.eia.gov

ANALYSIS: -

From the above table it shows the changes of crude oil production for Saudi Arabia and WTI.
The data is collected for quarterly basis that is from 2012 to 2018. Where production of Saudi
Arabia starts increasing in the year 2012 and fall down in 2014 and again it starts increasing
from the year 2015 and decreased in the high amount in the year 2017. And for WTI production
there is a huge fluctuation of prices during 2013 to 2015, where in 2012 the oil price was
constant and there was a pitfall in the year 2013 and again it starts increasing and in 2015 again

the price goes down and became constant.
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Crude oil production of saudi arabia and wti prices

80
60
40
20
) e=—-
N M AN = NN T T NDND N N O OO O NN NDN
L e T e T e T e T T e O e e TR N T s T s T s T s s T 3. 0 e T e T o T e R e O e R |
20 SRRRAIARRAIRARANRIAIRIARIRRIRRR
(oo e oo e oo e o e fe io o oo e do e oo oo e o]
40\—|NMQ‘HNMW\—INMQ'HNMW\—INMQ‘HNMW\—I
-60
= Saudi Production Change WTI Production Change

INTERPRETATION: —

The above chart which shows the relation between the Saudi Arabia crude oil production and
the WTI percentage change in prices hence the main crude oil prices are depended to each other
or supporting to each other. As the above accessible information which indicates how
projections of changes in Saudi Arabia unrefined petroleum creation brings about changes in
WTI raw petroleum costs. From 2012 to 2018 there is an enormous vacillation in Saudi Arabia

oil creations and WTI oil costs.

OPEC SPARE CAPACITY

The US Energy Information Administration, the factual arm of the US Department of Energy,
characterizes save limit with regards to crude oil advertise administration "as the volume of
generation that can be brought on inside 30 days and managed for no less than 90 days... OPEC
save limit gives a marker of the world oil market's capacity to react to potential emergencies

that diminish oil supplies.
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WTI REAL PRICE

West Texas Intermediate (WTI), generally called Texas light sweet, is a survey of grungy oil
used as a benchmark in oil assessing. This survey is portrayed as light in perspective of its by
and large low thickness, and sweet because of its low sulfur content. It is the key thing of New

York Mercantile Exchange's oil destinies contracts.

The cost of WTI is routinely referenced in news gives insights with respect to oil costs, near to
the cost of Brent grungy from the North Sea. Other basic oil markers consolidate the Dubai
Crude, Oman Crude, Urals oil and the OPEC Reference Basket. WTI is lighter and sweeter
than Brent, and astonishingly lighter and sweeter than Dubai or Oman.

4.3 table showing spare capital production and WTI real price (GDP deflated)

Date Spare Capacity WTI Real Price (GDP Deflated)
1Q.2012 2.15 99.75
2Q.2012 2.07 90
3Q.2012 1.98 88.39
4Q.2012 2.34 84.1
1Q.2013 2.8 89.81
2Q.2013 2.24 89.34
3Q.2013 1.8 100.02
4Q.2013 2 91.66
1Q.2014 2 924
2Q.2014 2.14 96.25
3Q.2014 2.1 90.72
4Q.2014 2.05 67.77
1Q.2015 1.86 44.89
2Q.2015 1.33 53.28
3Q.2015 1.28 42.72
4Q.2015 1.44 38.41
1Q.2016 1.44 30.53
2Q.2016 1.23 41.36
3Q.2016 0.96 40.67
4Q 2016 1 44.37
1Q 2017 2.19 46.36
2Q 2017 2.13 43.12
3Q 2017 1.95 42.9
4Q 2017 2.11 48.95
1Q 2018 1.95 55.37
2Q 2018 2.07 52.91
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3Q 2018 1.76 50.02
4Q 2018 1.67 49.44
1Q 2019 1.45 49.11
2Q 2019 14 49.34
3Q 2019 1.24 50.16
4Q 2019 1.27 51.56

Source: https://www.eia.gov

ANALYSIS: -

From the above table it shows the production of spare capita and WTI. Where WT] production

IS more as compare to spare capital and also there was a continuous fluctuation from 2012 to

2019 but in spare capital there was not much fluctuation from 2012 to 2017.
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INTERPRETATION: -
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Above diagram discloses the endeavours to oversee creation and keep up focused value levels.

Oil costs are expanded from 2012 to 2015 when OPEC pare limits are moderately low. Low

extra limit limits OPEC capacity to react request and accordingly cost increments. While high

extra limit demonstrates a withholding of creation apparently for value administration

purposes.

47



LIQUID FUELS PRODUCTION CAPACITY AND GDP PRICE OF WTI CRUDE OIL

Petroleum gas fluids (NGLs) are avoided in OPEC creation assignments and can give liberal

additional volumes to world liquids supply. The direct of oil expenses relies on upon current

free market movement, and on foreseen future free market action. OPEC alters part countries’

era focuses in perspective of current and goals of future free market movement. Assessing

future free market movement, regardless, is especially trying when monetary circumstances are

vague and are advancing rapidly. There can similarly be significant slacks in OPEC era target

changes due to financial circumstances, which moreover can influence costs.

4.4 Table showing the changes in liquid fuels production capacity and GDP price of WTI

crude oil
Date Capacity percent | World GDP Change WTI Real Price (GDP
change Deflated)
1Q 2012 0.37 2.95 99.75
2Q 2012 1.45 3.73 90
3Q 2012 0.86 3.52 88.39
4Q 2012 0.77 3.33 84.1
1Q 2013 -0.19 3.43 89.81
20Q 2013 0.86 2.68 89.34
3Q 2013 1.19 291 100.02
4Q 2013 0.52 3.1 91.66
1Q 2014 1.71 3.07 92.4
2Q 2014 1.99 3.15 96.25
3Q 2014 3.14 3.13 90.72
4Q 2014 4.48 3.07 67.77
1Q 2015 3.22 3.08 44.89
2Q 2015 2.79 2.94 53.28
3Q 2015 2.5 2.73 42.72
4Q 2015 1.18 2.52 38.41
1Q 2016 1.36 1.98 30.53
2Q 2016 -0.08 2.94 41.36
3Q 2016 -0.79 2.93 40.67
4Q 2016 0.36 3.19 44.37
1Q 2017 0.68 3.59 46.36
2Q 2017 1.82 2.89 43.12
3Q 2017 2.34 3.1 429
4Q 2017 1.3 3.1 48.95
1Q 2018 141 3.42 55.37
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2Q 2018 2.81 3.42 52.91
3Q 2018 2.54 3.4 50.02
4Q 2018 2.51 3.47 49.44
1Q 2019 1.97 3.43 49.11
2Q 2019 1.07 3.35 49.34
3Q 2019 0.8 3.28 50.16
4Q 2019 0.52 3.13 51.56

Source: https://www.eia.gov

ANALYSIS:-

From the above table the economic growth remains strong from 2012 to 2017 even with some
fluctuations like 4.45, 3.75, and 3.6 respectively. The values of oil production capacity grew
slowly but from 2013 to 2015 there are lot of fluctuations in some quarters. These fluctuations
of GDP and oil production capacities results in tightening the oil price market conditions.
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INTERPRETATION: -

From the above chart we can conclude that, the oil prices major impact is by the GDP and
production capacity of liquid fuels, which made lot of fluctuations in the oil prices from 2012
to 2017.

49



GASOLINE RETAIL PRICE

The utilization and estimating of fuel (or oil) comes about because of components, for example,

crude oil costs, handling and dispersion costs, nearby request, the quality of neighborhood

monetary standards, nearby tax assessment, and the accessibility of nearby wellsprings of gas

(supply). Since energizes are exchanged around the world, the exchange costs are comparable.

The cost paid by shoppers to a great extent reflects national evaluating arrangement. A few

districts, for example, Europe and Japan, force high expenses on gas (petroleum); others, for

example, Saudi Arabia and Venezuela, finance the cost. Western nations have among the most

astounding utilization rates per individual. The biggest buyer is the United States, which

utilized a normal of 368 million US gallons every day.

4.5 Table showing correlation between The U.S. Gasoline Retail Price and crude oil Prices

Year Retail Gasoline prices | Crude oil prices Price difference
1m2014 3.32 2.4 0.92
2m2014 3.67 2.42 1.25
3m2014 3.71 2.41 1.3
4m2014 3.57 2.37 1.2
5m2014 3.61 2.39 1.22
6m2014 3.63 2.35 1.28
7m2014 3.59 2.47 1.12
8m2014 3.57 2.53 1.04
9m2014 3.53 2.52 1.01

10m2014 3.34 2.39 0.95
11m2014 3.24 2.22 1.02
12m2014 3.28 2.25 1.03
1m2015 3.31 2.23 1.08
2m2015 3.36 2.37 0.99
3m2015 3.53 2.38 1.15
4m2015 3.66 2.38 1.28
5m2015 3.67 2.4 1.27
6m2015 3.61 2.41 1.2
7m2015 3.49 2.28 1.21
8m2015 3.49 2.28 1.21
9m2015 341 2.2 1.21
10m2015 3.17 2.02 1.15
11m2015 2.91 18 1.11
12m2015 2.54 1.45 1.09
1m2016 2.12 1.12 1
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2m2016 2.22 1.17 1.05
3m2016 2.46 1.24 1.22
4m2016 2.47 1.27 1.2
5m2016 2.5 1.35 1.15
6m2016 2.62 1.38 1.24
7m2016 2.72 14 1.32
8m2016 2.64 1.07 1.57
9m2016 2.37 1.06 131
10m2016 2.29 1.07 1.22
11m2016 2.16 0.99 1.17
12m2016 2.04 0.86 1.18
1m2017 2.02 0.85 1.17
2m2017 2.02 0.84 1.18
3m2017 1.98 0.82 1.16
4m2017 1.95 0.88 1.07
5m2017 1.83 0.79 1.04
6m2017 1.77 0.75 1.02
7m2017 1.68 0.7 0.98
8m2017 1.58 0.73 0.85
9m2017 2.15 0.65 15
10m2017 1.99 0.53 1.46
11m2017 1.8 0.49 131
12m2017 1.75 0.38 1.37

Source: https://www.eia.gov

ANALYSIS: -

According to the above table the U.S. Fuel retail costs is more than the genuine crude oil costs
from the year 2013 to 2015, yet from the year 2016 to 2017 there is a slight fall in both U.S

Gasoline retail costs and crude oil costs. The value contrast between U.S, Gasoline retail costs

and raw petroleum value prompts the genuine varieties in segments.
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As per the above chart we can interpret that the U.S Gasoline retail prices are more positive
than the crude oil prices, from 2012 to 2015, but from 2016 to 2017 there is a slight fall in both

U.S. Gasoline retail prices and crude oil prices. There is more price difference between these

two components.

4.6 Table showing world liquid fuels production and world consumption balance

Category change and balance World production World consumption
(MBPD) (MBPD) (MBPD)

Q12013 -1.32 90.13 91.44
Q2 2013 -0.36 91.21 91.57
Q32013 -0.76 91.86 92.62
Q4 2013 -1.16 91.92 93.08
Q12014 -0.54 92.26 92.79
Q2 2014 0.01 92.95 92.93
Q3 2014 0.14 94.19 94.04
Q4 2014 1.28 95.79 94.52
Q1 2015 1.41 95.41 94.00
Q2 2015 1.49 96.44 94.95
Q3 2015 0.82 97.39 96.58
Q4 2015 1.74 97.58 95.84
Q12016 0.72 97.01 96.29
Q2 2016 0.04 96.43 96.39
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Q3 2016 -0.38 97.03 97.41
Q4 2016 0.95 98.32 97.37
Q12017 -0.48 97.10 97.58
Q2 2017 -0.73 97.65 98.38
Q3 2017 -0.57 98.37 98.93
Q4 2017 -0.49 98.65 99.15
Q12018 -0.84 98.78 99.62
Q2 2018 0.49 100.26 99.76
Q3 2018 0.28 101.13 100.85
Q4 2018 0.70 101.67 100.98
Q1 2019 -0.06 101.29 101.36
Q2 2019 0.50 102.12 101.62
Q3 2019 -0.13 102.62 102.75
Q4 2019 -0.06 102.82 102.87
ANALYSIS: -

From the above list it shows the world fuels production and consumption balance where there
was no much fluctuation in both fuel production as well as consumption balance. As the data
has been collected in quarterly basis in which world production is more as compare to world
consumption. And we can see that the there is positive difference between consumption and
supply of crude oil which indicates that consumption is lesser than supply which leads to reduction
the price of oil. But in the year 2017 again it is negative that means the consumption is more than its

supply which influence the price oil in the market.
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As per the above chart its shows the crude oil world consumption and crude oil world

production. These are the main two components or factors to set the price of crude oil. The

crude world production are more than world consumption, this may be according to the

countries. World production is constant from the 2014 to 2016. But world consumption is more

in fluctuations.

4.7 Table showing MCX Spot Prices

Date Closing prices Rate of interest change
192014 5031 0.65
292014 5182 -0.38
392014 5010 -1.3
492014 5285 -2.13
192015 6135 0.21
292015 6083 -1.39
3g2015 6508 2.15
492015 5990 -2.11
192016 3400 0.92
292016 3053 0.94
3g2016 3149 2.67
492016 3118 3.07
192017 3080 3.09
2q2017 3355 -2.19
3g2017 3554 0.38
492017 3445 2.15

54



ANALYSIS: -

From the above table shows that the lot of positive fluctuations from 2014 to 2017 than the
negative fluctuations. That is from the above chart it showing the closing prices and rate of
interest change where there is a huge fluctuation in the closing prices where the rate of interest

change has been constant from 2014 to 2017.
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INTERPRETATION: -

From the above chart it can be interpreted that the MCX crude oil prices have been increasing
from the month of March, 2015 but also a pitfall from Jan 2016 respectively. MCX crude oil

prices which got a positive start but at the end it’
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CHAPTER-5

SUMMARY OF FINDINGS, CONCLUSIONS AND SUGGESTIONS
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FINDINGS

To set the price of crude oil OPEC supply and NON-OPEC supply place an important role, in
this where OPEC supply is more than the NON-OPEC supply which tightens the prices of the

crude oil.

The Saudi Arabia which is a major country in producing crude oil and also U.S is a major stock
market indices (WTI INDICES), when there is a fluctuations in Saudi Arabia production of
crude oil there are also fluctuations in U.S. crude oil prices.

OPEC saves limit is moderately low. Low extra limit limits OPEC capacity to react the request
and consequently cost increments. While high extra limit shows a withholding of creation

probably for value administration purposes.

The more fluctuations in the GDP tightens the condition of crude oil prices.

There is a slight fall in both U.S Gasoline retail costs and unrefined petroleum costs. The value
contrast between U.S, Gasoline retail costs and unrefined petroleum which demonstrates the

genuine varieties in two segments.
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CONCLUSIONS

The investigation of crude oil value arrangement standards uncovered some imperative points

of interest. There are distinctive hypotheses and contentions with respect to organizing of the

cost.

Regardless of accessibility of data concerning changes in the market alluding both to central

elements and additionally specialized investigations, none of these models are giving direct

response to the question how cost is framed and the degree of its unwavering quality in

expectation of future value development. There are just a few organizations effectively

partaking in exchanging action purchasing and offering contracts for conveyance for a couple

month ahead (forward contracts) and bolting benefit through buys of CFD contracts for exact

week of payload stacking. In this way, this review underlines a few conclusions.

Right off the bat, Brent citation alludes to offer of physical unrefined petroleum.
Furthermore, the exchange framing, this cost is not the consequence of theoretical
action, it is the result of exchanging of genuine providers.

Thirdly, the variables affecting on this exchanging are essentially central market
components, for example, free market activity adjust.

At last, the structure of the market where, all makers and providers in European area
allude to the Brent citation and spot cost builds up confounding circumstance. In this
manner, there ought to be foundation of new model which will compute the cost of
every raw petroleum on the premise of Brent philosophy or cost in addition to minimal

benefit plot.
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SUGGESTIONS

After studying the interpretation | came into suggestions that:-

When NON OPEC supply equals the OPEC supply then the crude oil prices will not be
tightened.

= Saudi Arabia is dominating world in producing of the crude oil and also the U.S stock

market indices.

= When there is a high OPEC save limit, it demonstrates a withholding of generation

apparently for value administration.

= The less fluctuations in the GDP which indicates less tighten condition of the crude oil

prices.
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