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PRECIOUS METALS COMMENTARY  
05/04/16  

The bears control off bad charts and a firmer Dollar  

 

OVERNIGHT CHANGES THROUGH 3:15 AM (CT): 
GOLD -8.50, SILVER -13.90, PLATINUM -10.80  

 

OUTSIDE MARKET DEVELOPMENTS: Global equities were all lower 
overnight in a catch-up move to the sharp losses seen in the US on Tuesday. 
Overnight the markets saw a significant decline in Eurozone retail sales and it 
also appears as if there was some intervention against the Euro rise by the German Central Bank. The US 
economic calendar begins with a weekly look at MBA mortgage applications. From there, attention turns to April 
ADP private sector hiring report that is anticipated to have ticked down from the 200,000 print recorded in March. 
The next US data window presents March trade balance figures that are anticipated to reflect a narrowing deficit. 
Meanwhile, Canadian national merchandise trade for March is also expected to show a narrowing deficit. The 
next US data window presents April ISM non-manufacturing PMI that is forecast to have ticked up from the 54.5 
reading in March. March US factory orders are expected to show noted improvement from the -1.7% month over 
month contraction seen in February.  

 

GOLD / SILVER 
We think that the gold and silver markets remain vulnerable to more long liquidation, especially if the broad-based 
physical commodity liquidation wave is extended for another session. Reports that Goldman thinks the March and 
April rally in commodities was unwarranted and done, explains some of the broad based liquidation wave that was 
seen in many commodities yesterday. However, the prior force knocking commodities down over the last 24 hours 
has been a modest bounce in the Dollar. Certainly, rising gold ETF holdings (which are now at their highest levels 
since 2011) provides some underlying support. In addition to fluctuations in the dollar, the gold market is starting 
to see some scrap gold move onto the market, and that could foster further quasi-topping action just ahead. In the 
coming 24 hours of trading, we would expect to see a critical pivot point in the June Dollar Index at 93.00. A trade 
back below 92.89 could rekindle expectations of more currency-related support for gold and silver, whereas a 
trade consistently above 93.00 could signal more corrective action. Furthermore with December gold spiking 
above $1,300 twice and clearly failing to hold that level, we would suggest that both gold and silver are facing an 
extremely critical junction where the trade will have to decide to forge a full correction or resume the upward 
march. Unfortunately, the metals markets are overbought, and the action on Tuesday appeared to be indicative of 
a return to deflationary type conditions again. Pushed into the market, we favor long put plays, but we do not favor 
short-futures plays because the risk of getting outright short in the face of an established up trend is too great.  
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PLATINUM  
The PGM sector took the brunt of the negative shift in risk appetites on Tuesday, with both platinum and 
palladium posting sizable losses. While there were indications of stronger Chinese PGM imports this year and 
Chinese auto sales remain robust, the weak Chinese PMI reading earlier this week adds to the downward tilt in 
prices from the Tuesday reversal. While many of the April US auto sales figures were positive, General Motors' 
negative result bolstered ideas that the recent US auto sales pace cannot be maintained going forward. While 
PGM derivative holdings have ticked up in recent weeks (particularly for platinum), both markets may still be 
susceptible to long liquidation if risk attitudes remain subdued into Friday's US jobs data. The failure to hold above 
$1,050 in July platinum this morning could project a normal retracement of the April rally down to $1,033.30.  

 

TODAY'S MARKET IDEAS: 
We see critical support or a pivot point at the $1,272.40 level in June gold, but a corrective target could easily be 
tested down at $1,267. We would suggest that the action Tuesday was very discouraging to the bull camp 
because gold and silver were unable to streak higher in the wake of an Australian rate cut and they initially failed 
to rally in the face of a fresh lower low in the US dollar. In order to throw off the downward track, probably requires 
a rise back above $1,289.60 in June gold and a similar move back above $17.48 in July silver. Near-term 
targeting in July silver is seen down at $17.10 and perhaps even $16.88.  

 

 

 

 

COPPER COMMENTARY  
05/04/16  

The bears retain control as prices failed to hold $2.20  

 

GENERAL: Copper prices continued their brutal start to the month of May by 
posting heavy losses during Tuesday's trade and they have extended that wash 
overnight. A surprisingly weak reading for the Caixin (Chinese) manufacturing 
PMI number caused fresh doubts for Chinese growth prospects, which 
continues to be a major gauge of upcoming global copper demand. Another 
daily build in LME copper stocks overnight lifted them to their highest level since 
late March and that is another source of headwinds for copper. A rebound in the Dollar from a 15-month low as 
well as a "risk off" mood throughout commodities such as crude oil and gold might continue to weigh on copper 
prices as well. While the recent uptick in South American production casts a shadow over the copper market, 
there were reports overnight that Glencore saw its copper production fall by 4% in the 1st quarter.  
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MARKET IDEAS: 
The bears are likely to retain control over the copper market again today, but further downside may prove to be 
limited as July copper could find fleeting support at the $2.20 level. Sluggish outside markets, slackening Chinese 
demand views and a firming Dollar leaves the bear camp in control of copper. However, copper was still net spec 
and fund short in the last COT positioning report and the declines over the last 3 sessions are probably re-inflating 
the net short positioning. Near-term resistance for July copper is at the $2.2175 level, while support is seen down 
at $2.1865.  
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