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Spec length rising, but price not 
necessarily moving 
 

 

 

According to the latest CFTC data, the speculative position in precious metals is high, 

especially as a percentage of total aggregate open interest (see Table). Gold, silver and 

platinum all have net speculative length as a percentage of open interest close to the 

highest level seen this year or well above the 5-year average level, or both. While the 

futures market is likely to drive the metal price only in the short term (with 

fundamental factors driving the price in the long run), it does indicate to us that, given 

the large speculative long position already present in these metals, their prices are likely 

to struggle to regain upward momentum.  

Silver in particular is interesting, with the long speculative position near levels not seen 

in more than 5 years (see Figure 1). This large increase in long positions may be 

justified if the underlying fundamentals are bullish. However, as pointed out last week, 

we believe that underlying fundamentals are weak. The fact that speculative longs have 

increased this much since the start of April combined with a silver price that is very 

much within the trading range of the past 12 months must be of some concern.  

Like silver, platinum speculative length is not far off all-time highs. And, like silver, the 

platinum price is well within its trading range of the past 12 months, which makes us 

believe that much of the price support is from speculative activity rather than real 

demand (Figure 2). We also saw last week that the swing demand for platinum – i.e. 

jewellery demand – is weak and unlikely to pick up pace if the platinum price moves 

above $1,500. As a result we believe that the risk to a downward move in platinum 

closer to $1,400 remains high. 

We note that in COMEX copper new speculative longs entering the market continue to 

outpace new shorts entering the market (Figure 3). As a whole the net speculative 

position is back in positive territory after being mostly short since February. NYMEX 

WTI net speculative length is also very high (Figure 4). Here too, we believe that upside 

is capped by underlying fundamentals and that, with the speculative length already 

high, any price rally above $103 is unlikely to be sustainable. 

By Walter de Wet 

 

 

Weekly futures market positioning and ETF holdings 
 COMEX 

Gold 
COMEX 

Silver 
NYM Plat NYM Pall Crude 

(WTI) 
COMEX 

Cop 
 tonnes tonnes Kozs Kozs Kbbls Kt 
Speculative longs 683.7 10 295.7 2 794.4 3 043.4 472.0 794.4 
 - Change 1.6 -192.1 -51.5 60.7 -14.9 -72.9 
Speculative shorts 147.8 2 096.5 345.9 636.4 81.9 694.4 
 - Change -19.4 -64.6 -27.5 5.4 -5.0 -6.7 
Net speculative length 535.9 8 199.2 2 448.6 2 407.0 390.0 100.1 
 - Change 21.0 -127.5 -24.0 55.3 -9.9 -66.2 
Net spec length as a % of OI 25.9% 24.2% 64.0% 48.9% 17.7% 4.9% 
 - Change 0.9% -0.5% 1.4% -0.6% 0.5% -3.3% 
5y avg. net spec length as % of OI 24.5% 15.9% 54.1% 50.9% 10.4% 2.1% 
1y avg. net spec length as % of OI 15.9% 9.5% 53.7% 53.1% 17.2% -6.3% 
EFT holdings 1 789.0 20 224.1 2 856.4 3 058.4   
 - Change -2.4 -36.2 27.9 4.5   

Source: CFTC, Standard Bank Research, Various ETFs 
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Bulks 

Chinese financial steels rallied strongly, finally matching last week’s Equities macro rally, 

while also being driven upwards by micro news of lower steel stocks last week, even in 

the face of heavy weather disruptions in southern China from x2 typhoons. China’s 

official PMIs will be released this Thursday, with last week’s HSBC preliminary figure 

coming in at 52 for July, compared to 50.7 for June. Meanwhile Zhengzhou coal 

experienced a choppy trading day, starting on its highs and finishing on its lows, 

uncertain over the future of production cuts.  

Shanghai Equities continued to rally a further 2.41% to 2,178 points, with investors 

viewing valuations as “cheap” relative to other regional markets. Joint Shanghai-HK 

stock trading will begin on 13 October, with dual-listed stocks seeing their arbitrage-

gaps closing, as investors anticipate further HK money inflows. Property developers are 

continuing to be approved to issue bonds to stave off bankruptcy, with Jiangsu Future 

Land the latest to raise RMB 2bn. Xi’An and Wuxi became the latest cities to ease home 

purchase restrictions. Chinese ship orders rose 78.2% y/y in 1H14 to 40.8m dwt, while 

completed vessels fell 15.4% y/y to 17.43m dwt. The order backlog stood at 

152.06mt end-June, up 39.5% y/y and up 16.1% since end-Dec’13.   

Xinhua warned that China faces property and local government debt risks, while the 

economy will not display strong growth momentum across the 2015-2016 period 

owing to weakening investment spending – we are not sure why the official news 

[Insert object here]  [Insert object here]  Figure 1: COMEX silver speculative longs and shorts 

 

Source: COMEX, Standard Bank Research 
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Figure 2: NYMEX platinum speculative longs and shorts 

 

Source: NYMEX, Standard Bank Research 
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Figure 3: COMEX copper speculative longs and shorts 

 

Source: COMEX, Standard Bank Research 
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Figure 4: NYMEX WTI speculative longs and shorts 

 

Source: NYMEX, Standard Bank Research 
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agency has chosen to negatively message today, a sign to be slightly cautious on current 

upward investor sentiment.  

Shanghai 7-day interbank rates closed up at 4.023%, although rates are expected to 

drop back below 4% by tomorrow evening, due to the return of unused IPO funds.  

The PBOC has provided several banks in Shanghai, Haikou and Changsha, as well as 

Inner Mongolia, with RMB 500-1bn each for re-lending purposes. The PBOC has also 

approved the establishment of Xinjiang Bank. ICBC plans to raise $12.9bn. Spot 

Currency traded down at 6.1878, on improved economic indicators, while the PBOC 

reference rate set at 6.1622. 

Shanghai Rebar Futures Oct-14 contract rallied RMB 29/t to RMB 3,093/t, while the 

Jan-15 contract closed RMB 28/t higher at RMB 3,076/t. Dazong HRC Oct-14 

futures rose RMB 9/t to RMB 3,302/t, while SHFE HRC Oct futures rose RMB 6/t to 

RMB 3,300/t. Among physical steels, Tangshan billet prices fell RMB 10/t to  

RMB 2,690/t over the weekend before picking back up to RMB 2,700/t this 

afternoon. Rebar prices traded flat in both Shanghai and Beijing, despite poor weather 

in the former. HRC prices fell RMB 10/t in Shanghai, while remaining unchanged in 

Beijing. China steel stocks fell last week. Rebar dropped 0.0759 million tonnes to 

5.79mt, while HRC stocks fell 0.053mt to 3.05mt. GZ stocks fell significantly despite 

recent typhoon weather. Sangang retained its rebar prices unchanged. Xinyu Steel 

dropped its rebar prices by RMB 70/t and cut its HRC prices by RMB 20/t.  

CISA member mills dropped their daily output by 0.37% to 1.8077 mt/day over mid-

July’s 10-day period, while their steel stocks rose 2.31% (0.33mt) to 14.808mt p/p 

by 20 July. 

Dalian Commodity Exchange IO active Sept-14 contract prices rose RMB14/t to  

RMB 693/t, while the Jan-15 contract moved up RMB 12/t to RMB 681/t. Local 

Chinese mines have seen smaller and larger mines increase output, while more mid-sized 

miners have closed output over the past 2 weeks. Among physical iron ore, the day was 

relatively quiet, due to Singaporean holidays for EID, although offers shifted up  

c. 50 cents to $2/t and port stocks appeared to lift RMB 10-15/t. The TSI Fe 62% 

China CFR price index did not publish today, due to the Singapore holidays, after 

printing at $94.30/t on Friday (MTD: $96.12/t), while the TSI Fe 58% index MTD is 

at $80.54/t. Mysteel’s Fe 62% index rose 75 cents to $94.75/t, while its Fe 58% 

index rose 75 cents to $80.25/t. 

In IO supply news, Oz/Brz shipments should be stronger this week, with little 

maintenance again until early August. Last week saw 19.7mt delivered from the major 

shippers, off 0.3mt w/w, largely due to maintenance in Australia. Nigerian militants 

(Boko Haram) have kidnapped the wife of the Cameroon VP. Sudeste Port is expecting 

to begin commercial operations by early-2015.   

The Baltic Exchange Cape index shifted up 0.2% to $8,638/day, with C3 at 

$18.555/t and C5 at $7.832/t. FFA Q3 capes are trading up in the $12,900/day 

range.  

For Q4:14 thermal coal prices, API 2 is trading at $77.85/t; API 4 is trading at 

$74.15/t; while Newcastle is trading at $71/t. NAR 5500 S.China spot prices remain 

in the $64-66/t range. No physical deals seen today, apart from a Colombia-ARA Nov 

cargo at $77.50/t CFR, compared to $75.75/t for October on Friday.   

In the Atlantic, it is rumoured that a French utility turned away 2 Russian panamax coal 

vessels last week. The US published satellite images on Sunday suggesting direct 

Russian artillery fire against Ukrainian forces has been occurring (21, 23,26 July), while 

actually escalating the flow of heavy weapons and other assistance to eastern Ukrainian 

separatists since the MH17 downing, suggesting no room for diplomacy with Putin is 

evident. A fresh round of more wholesale sector-based sanctions is expected this week 
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as a result, with the EU voting tomorrow, noting that German reliance on Russian gas 

amounts to just 8% of its total energy mix. Meanwhile Ukrainian military hopes to cut 

off 2 separatist areas from one another, being Donetsk from Luhansk. Interestingly, the 

Russian Central Bank increased its gold reserves in June. Colombian heavy engineering 

maintenance workers again rejected a wage offer on Friday, choosing to further extend 

their strike action instead.  

Zhengzhou Futures Sept-14 thermal contract prices traded RMB 1/t lower to  

RMB 479.4/t, while the Jan-15 contract traded RMB 1.6/t higher at RMB 503.2/t, 

caught between the twin tussle of further provincial subsidies being imposed versus the 

potential for industry output cuts. The industry continues to discuss production cuts, 

with Shenhua considering 50mt of reduced output & 60mt fewer sales to help improve 

industry margins. The CCIA chairman says that more than 50% of local coal companies 

are struggling to pay worker wages, with 70% making losses. However, subsidies keep 

on keeping on. Shaanxi Province has halved charges on coal transported on highways 

over the next 15 days (25 July 25 – 10 August), resulting in a RMB 12/t drop from 

RMB 24.5/t for trucks carrying 40 tonnes of coal from Yulin, one of Shaanxi’s main 

coal production regions, via highway into Shanxi. In the face of this, prices continue to 

be cut.  

China Coal has followed Shenhua’s move in offering increased discounts for medium-

high sulphur coals, in the hope of boosting sales, amid intensifying competition on the 

back of provincial subsidies. China Coal is offering a RMB 15/t discount for every 0.1% 

increase in sulphur between 1.5% and 1.8%, up from RMB 5/t previously, while 

offering RMB 20/t for sulphur above 1.8%, up from RMB 10/t. Total Chinese thermal 

port stocks rose 0.1% today to 19.01mt, with QHD coal stocks slipping to 7.09, down 

0.2%, and GZ port stocks lifting to 3.38mt, up 2.3%.  

Premium Hard Coking Coal spot prices are trading in the $108-113/t Qld FOB range, 

with China CFR prices ranging $118-123/t. India produced 41.28mt of steel in 1H:14, 

up just 1.4% y/y. On the Dalian Exchange, Sept-14 coke prices traded RMB 5/t higher 

to RMB 1,044/t, while the Jan-15 contract traded RMB 8/t higher to  

RMB 1,131/t. Among Dalian HCC prices, Sept-14 contract prices closed RMB 5/t 

higher at RMB 749/t, while the Jan-15 contract closed RMB 11/t higher at  

RMB 796/t. Chinese coking coal port stocks have dropped from 10.79mt to 10.31mt, 

down 4.5% w/w, while Chinese met coke port stocks have lifted from 3.73mt to 

3.76mt, up 0.8% w/w.  

By Melinda Moore 
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Commodity data 
Base Metals          

LME 3 month   Open Close High Low Daily 
change 

Change (%) Cash Settle Change in 
cash settle 

Cash - 3m 

Aluminium 2 027 1 997 2 043 1 998 -30 -1.48 2 008.50 -5 -17.00 
Copper 7 156 7 125 7 198 7 117 -31 -0.43 7 183.50 33 11.00 
Lead 2 239 2 267 2 279 2 239 28 1.25 2 265.00 57 -14.75 
Nickel 19 182 19 200 19 400 19 053 18 0.09 19 160.00 80 -62.00 
Tin 22 257 22 475 22 469 22 245 218 0.98 22 405.00 180 -61.70 
Zinc 2 385 2 394 2 413 2 385 9 0.37 2 420.00 27 2.25 
          

LME inventory  Today Yesterday In Out One day 
change 

YTD change 
(mt) 

Cancelled 
warrants 

(mt) 

Cancelled 
warrants 

(%) 

Contract 
turnover 

Aluminium 4 977 225 4 913 225 75 425 11 425 64 000 -480 850 2 872 825 58 255 809 
Copper 150 900 152 600 0 1 700 -1 700 -215 525 35 275 23 206 625 
Lead 214 425 214 525 0 100 -100 -25 9 925 5 52 345 
Nickel 311 802 312 156 240 594 -354 50 166 100 242 32 57 400 
Tin 11 775 11 775 0 0 0 2 090 1 730 15 8 057 
Zinc 651 850 653 900 0 2 050 -2 050 -281 625 68 725 11 109 621 
          

Shanghai 3-month Open Last 1d  Change   COMEX Open Close Change Change (%) 
Aluminium 14200 14165 30  Ali  - - - - 
Copper 50870 50460 -270  Cu  324.05 324.5 0.45 0.14 
Zinc 22 257 22 475 1       
          
Precious metals          

 AM Fix PM Fix High bid Low offer Closing bid Daily 
change 

   

Gold 1 292.50 1 294.75 1 308.63 1 290.40 1 307.05 2.45    
Silver - 20.46 20.77 20.31 20.74 -0.18    
Platinum 1 471.00 1 473.00 1 480.38 1 467.50 1 477.50 -3.50    
Palladium 875.00 876.00 880.63 869.90 878.00 7.00    
          

Forwards (%) 1 month 2 months 3 months 6 months 12 months     
Gold 0.118 0.126 0.138 0.162 0.192     
Silver 0.62 0.616 0.618 0.612 0.568     
USD Libor 0.156 0.19725 0.2341 0.3281 0.5601     
          

Technical Indicators 30-day RSI 10-day MA 20-day MA 100-day 
MA 

200-day 
MA 

Support Resistance   

Gold 50.6 1 305.23 1 314.71 1 301.25 1 286.14 1 300.44 1 308.95   
Silver 52.44 20.80 20.98 20.04 20.27 20.55 20.74   
Platinum 52.83 1 484.38 1 493.94 1 456.03 1 433.34 1 479.13 1 490.75   
Palladium 62.53 876.55 871.52 820.77 775.95 879.18 887.71   
          

Active Month Future COMEX 
GLD 

COMEX SLV NYMEX PAL NYMEX 
PLAT 

DGCX GLD TOCOM 
GLD 

CBOT GLD   

Settlement 1305.8 20.665 885.75 1478.6 1303.3 4274 1303.3   
Open Interest 396308 160605 44935 70758 913 95029 8   
Change in Open Interest 1876 27318 8597 9724 -353 -7713 -305   
          

Energy          
Energy futures pricing 1 month Change 2 month Change 3 month Change 6 month Change  
Sing Gasoil ($/bbbl) 118.931 0.13 119.217 0.77 119.385 0.75 119.609 0.74  
Gasoil 0.1% Rdam ($/mt) 894.25 2.25 897.25 2.50 900.25 2.50 905.75 4.00  
NWE CIF jet ($/mt) 966.62 1.51 966.54 5.24 963.25 5.33 965.39 5.13  
Singapore Kero ($/bbl) 118.762 0.12 119.297 0.58 119.385 0.63 119.589 0.70  
3.5% Rdam barges ($/mt) 573.362 1.42 576.267 7.10 573.926 6.84 571.482 6.79  
1% Fuel Oil FOB ($/mt) 602.05 1.25 593.67 7.15 595.61 6.87 593.53 6.69  
Sing FO180 Cargo ($/mt) 601.578 1.24 607.204 8.54 605.176 7.47 602.419 7.06  
          

Thermal coal Q3 14 Change Q4 14 Change Q1 15 Change Cal 15 Change  
API2 (CIF ARA) 74.50 -0.50 77.05 -0.45 78.65 -0.35 80.45 -0.40  
API4 (FOB RBCT) 73.85 -0.15 74.05 -0.20 75.25 -0.05 76.75 -0.10  

Source: LME, COMEX, NYMEX, Bloomberg, Standard Bank Research 
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Commodity data (continued) 
Bulks       
Steel—Physical Latest Price 1-day 1-week 1-month 3-month 6-month 
Turkish Scrap 80:20 (Iskinderun CFR)  $/t 369.45 2.00% 2.06% 0.48% -2.08% 1.24% 
China Tangshan Steel Billet $/t 444.00 0.23% 0.23% -4.93% -6.72% -11.55% 
China HRC export (Shanghai FOB) $/t 513.00 0.00% 0.39% -2.29% -4.11% -0.39% 
North Europe HRC domestic (ex-works) $/t 412.50 0.00% 0.61% -5.17% -5.17% -4.07% 
North America HRC domestic (Midwest FOB) $/t 672.00 0.30% 1.20% -2.04% 0.00% 3.54% 
       
Steel—Futures       
LME Billet Cash  $/t 416.50 0.12% 6.79% 7.76% 15.69% 220.38% 
LME Billet Futures (1-mth) $/t 419.50 -0.12% 6.74% 7.98% 15.88% 203.99% 
LME Steel Billet Stocks—change 0.00 - - - - - 
Shanghai Rebar Futures (Active contract) $/t 543.84 5.53% 20.03% 4.42% 2.37% -2.25% 
Shanghai Rebar Futures On-Warrant Stocks—change 0.00 - - - - - 
China Steel Inventory (million tonnes) 12.55 -1.55% -4.75% -21.18% -12.65% -16.65% 
       
Iron ore       
China Iron Ore Fines  (62% Fe; CFR Tianjin) $/t 94.30 -1.77% 0.53% -13.17% -23.89% -28.40% 
China Iron Ore Fines  (58% Fe; CFR Tianjin) $/t 80.30 -0.12% 3.21% -19.86% -29.56% -33.86% 
SGX AsiaClear IO Swaps 62% Fe $/t (1-mth) 95.62 0.52% 3.11% -16.91% -25.44% -24.51% 
China Iron Ore Inventory (million tonnes) 106.60 0.00% 0.83% 1.34% 18.73% 49.97% 
       
Coking coal       
Premium Hard Coking Coal (Qld FOB) $/t 113.50 0.00% -0.31% -1.73% -12.56% -16.85% 
       
Capesize freight       
Saldanha South Africa-Beilun China 13.35 0.00% -11.00% -5.65% -6.32% -4.64% 
       
Financials pricing       
RMB Currency 6.19 -0.35% -0.25% -1.04% 2.26% 0.90% 
China 7-day repo 4.23 5.75% -10.00% 5.75% -16.24% -17.38% 
API2 (CIF ARA) 2177.95 6.01% 6.33% 8.71% 6.84% 10.20% 

Source: LME, Bloomberg, Standard Bank Research 
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This material is "non-independent research".  Non-independent research is a "marketing communication" as defined in the UK FCA 

Handbook. It has not been prepared in accordance with the full legal requirements designed to promote independence of research and 

is not subject to any prohibition on dealing ahead of the dissemination of investment research. 

Additional information with respect to any security referred to herein may be made available on request. This material is for the general 

information of institutional and market professionals’ clients of Standard Bank Group (SBG) only. Recipients who are not market 

professionals or institutional investor customers of SBG should seek advice of their independent financial advisor prior to taking any 

investment decision based on this communication or for any necessary explanation of its content. It does not take into account the 

particular investment objectives, financial situation or needs of individual clients. Before acting on any advice or recommendations in 

this material, clients should consider whether it is suitable for their particular circumstances and, if necessary, seek professional advice. 

The information, tools and material presented in this marketing communication are provided to you for information purposes only and 

are not to be used or considered as an offer or the solicitation of an offer to sell or to buy or subscribe for securities or other financial 

instruments, nor shall it, or the fact of its distribution, form the basis of, or be relied upon in connection with, any contract relating to 

such action. This material is based on information that we consider reliable, but SBG does not warrant or represent (expressly or 

impliedly) that it is accurate, complete, not misleading or as to its fitness for the purpose intended and it should not be relied upon as 

such. The information and opinions contained in this document were produced by SBG as per the date stated and may be subject to 

change without prior notification Opinions expressed are our current opinions as of the date appearing on this material only. We 

endeavour to update the material in this report on a timely basis, but regulatory compliance or other reasons may prevent us from 
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SBG or its employees may from time to time have long or short positions in securities, warrants, futures, options, derivatives or other 

financial instruments referred to in this material. Where SBG designates NON- INDEPENDENT Research to be a “marketing 

communication”, that term is used in SBG’s Research Policy. This policy is available from the Research Compliance Office at SBG. SBG 

does and seeks to do business with companies covered in its non-independent research reports including Marketing Communications. 

As a result, investors should be aware that the Firm may have a conflict of interest that could affect the objectivity of this report. 

Investors should consider this report as only a single factor in making their investment decision. 

SBG has published a Conflicts of Interest Policy that is available upon request which describes the organisational and administrative 

arrangements for the prevention and avoidance of conflicts of interest. Further disclosures required under the FCA Conduct of Business 

Sourcebook and other regulatory bodies are available on request from the Research Compliance Department and or Global Conflicts 

Control Room, unless otherwise stated, share prices provided within this material are as at the close of business on the day prior to the 

date of the material. None of the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or 

distributed to any other party, without the prior express written permission of SBG. All trademarks, service marks and logos used in this 

report are trademarks or service marks or registered trademarks or service marks of SBG or its affiliates. 

SBG believes the information and opinions in the Disclosure Appendix of this report are accurate and complete. Information and 

opinions presented in the other sections of this communication were obtained or derived from sources SBG believes are reliable, but 

SBG makes no representations as to their accuracy or completeness. Additional information is available upon request. SBG accepts no 

liability for loss arising from the use of the material presented in this report, except that this exclusion of liability does not apply to the 

extent that liability arises under specific statutes or regulations applicable to SBG. 

The services, securities and investments discussed in this material may not be available to nor suitable for all investors. Investors should 

make their own investment decisions based upon their own financial objectives and financial resources and it should be noted that 

investment involves risk, including the risk of capital loss. Past performance is no guide to future performance. In relation to securities 

denominated in foreign currency, movements in exchange rates will have an effect on the value, either favourable or unfavourable. 

Some investments discussed in this marketing communication have a high level of volatility. High volatility investments may experience 

sudden and large falls in their value causing losses when that investment is realised. Those losses may equal your original investment. 

Indeed, in the case of some investments the potential losses may exceed the amount of initial investment, in such circumstances you 

may be required to pay more money to support those losses. Income yields from investments may fluctuate and, in consequence, initial 

capital paid to make them investment may be used as part of that income yield. Some investments may not be readily realisable and it 

may be difficult to sell or realize those investments, similarly it may prove difficult for you to obtain reliable information about the 

value, or risks, to which such an investment is exposed. 
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