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PRECIOUS METALS COMMENTARY  
06/29/16  

Corrective potential is waning despite favorable equity action  

 

OVERNIGHT CHANGES THROUGH 3:15 AM (CT): 
GOLD +6.10, SILVER +41.60, PLATINUM +13.20  

 

OUTSIDE MARKET DEVELOPMENTS: Overnight global equities were higher 
in a move that might have been following the US gains on Tuesday. Perhaps 
the markets were partially cheered by the news of a rise in UK Consumer 
Lending and Consumer credit but those gains were forged in May and they might be considered old data. In other 
economic news German regional inflation data was pretty benign overnight. The US economic calendar today 
starts with an early weekly MBA Mortgage application survey which is followed up by Personal Income and 
Spending report that is expected to show gains of +0.3% and +0.4% respectively. Around mid-session Treasury 
Secretary Lew will speak at an Education Commission meeting. The last critical US scheduled report of the 
session is Pending Home sales which are expected to have declined by nearly 2%.  

 

GOLD / SILVER 
Since the large range-up move last Friday, August gold has generally fallen back from those highs and in turn has 
drifted into a somewhat tight consolidation pattern. However, the sideways action in gold since the Friday 
explosion might be balancing what was probably a significant historically overbought condition. While we have 
been bearish toward gold over the last two trading sessions and we have been a little bearish because of the 
market's standard "m.o." of rushing to the worst-case scenario early in a crisis, the lack of downside extension or 
corrective action suggests the bear case isn't being widely embraced. With investment money continuing to flow 
into Gold derivative holdings overnight (+144,041 ounces) and silver derivative holdings seeing an inflow of 
978,597 ounces, it is clear that investors generally remain upbeat toward gold and silver. Gold derivative holdings 
have now reached the highest level since September of 2013! With the markets avoiding significant corrective 
action this week and forging a 2nd session of higher highs, we now shift control back to the bull camp.  

 

PLATINUM  
The PGM complex continued to show divergence yesterday with platinum suffering more weakness because of its 
recent ties to gold price action. On the other hand, palladium has been consistently less overbought than platinum 
and it has been able to draft some support from gains in copper and the equity markets. In the near-term, we 
suspect that platinum will come back into vogue relative to palladium especially given the positive leadership from 
gold and silver early this morning. There might be little in the way of resistance seen in July platinum until the 
$1,000 level and support now moves up to $984.50.  
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TODAY'S MARKET IDEAS: We would give the short side of the gold trade another half session before switching 
back to the long side. In fact, the lack of noted corrective action in the face of a tempering of anxiety toward the 
BREXIT outcome suggests that gold isn't as vulnerable as was expected. We thought it might take another $10 to 
$15 an ounce down to balance the overbought technical condition but perhaps the general sideways track in gold 
prices has partially corrected the overbought condition. However, it should be noted that gold to the low yesterday 
had corrected a somewhat significant $54 an ounce! In today's action we expect gold to waffle around both sides 
of $1,325 but it could take a close back above $1,329.50 today to fully shift the tide in gold in the bull's favor.  

 

 
COPPER COMMENTARY  
06/29/16  
The bulls retain control but some back & fill is possible today  

 

GENERAL: The copper market has clearly de-linked from the precious metals 
markets with gold higher and copper weaker this morning. Weakness in the 
Dollar and stronger equity market action should leave the bull camp with an 
edge but that edge is being ignored in the early action today. Surprisingly the 
US copper market was unable to feed off the positive overnight action in London 
copper this morning (prices in London reached the highest level since May 2nd) 
and that suggests the US market is the current leadership market. On the other hand, declining open interest in 
US copper since June 13th would seem to suggest that spec and fund shorts might be standing aside especially 
since June 24th when the bear camp failed to get definitive benefits from the initial BREXIT influences.  

 

MARKET IDEAS: While we hate to pay up for fresh long plays at current levels and we think copper remains 
"cheap", we would suggest that buyers wait for a 300 to 400 point correction before re-entering the long side of 
copper. Up-trend channel support is seen down at $2.1230 and that support level rises to $2.1320 on Thursday.  
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