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PRECIOUS METALS COMMENTARY  
10/22/14  

Temporary corrective tilt mostly off resurgent Dollar action  

 

OVERNIGHT CHANGES THROUGH 6:05 AM (CT): 
GOLD -4.70, SILVER -17.40, PLATINUM -10.80  

 

London Gold AM Fix $1,246.75 -$5.00 from prior AM  
 
LME Copper Stocks 156,625 tons -100 tons.  
Shanghai Deliverable Stocks 97,235 tons +14,465 tons  

 

OUTSIDE MARKET DEVELOPMENTS: Global equity markets are slightly lower during the overnight and early 
morning hours, with the exception being shares in Japan. The Nikkei closed up more than 2.5% and into a new 
seven day high, with support coming from weakness in the Yen and comments from an economic official 
regarding a delay in a sales tax hike. Meanwhile, the positive impact of yesterday's strong showing in the US 
faded during the Chinese trade, and that combined with a round of profit-taking to push the Shanghai Composite 
into a new three day low. There was modest weakness across the major European indices this morning, with 
some of the drag coming on reports that a number of Euro zone banks failed recent stress tests. Another source 
of concern may have come following the latest Bank of England meeting minutes that conveyed a slightly dovish 
tone as that suggests the UK economy has continued to disappoint policy makers. US equity markets were 
fractionally lower during the early morning hours as they consolidated yesterday's surge higher. The combination 
of a better than expected third-quarter corporate earnings cycle and prospect for Fed support if economic growth 
conditions deteriorate offer a source of support. Of particular interest in the coming session is September CPI 
data, which is forecast to show a slight uptick on a month over month basis.  

 

GOLD / SILVER 
Some players attribute part of the recent rally to Indian festival buying, while others suggest that asset purchases 
by the ECB and the promise of additional easing from the PBOC are providing some of the lift in metals prices off 
the October lows. However, others are suggesting that increased gold reserve buying by the Russians, might be a 
fresh wrinkle providing gold with its upward tilt, as Russia is being backed into a corner by the sanctions and by 
the sharp slide in oil and ruble exchange rates. However, we think the spec and fund positioning in gold futures 
might have approached 100,000 contracts into the highs yesterday, and there has been talk that India will 
increase gold import barriers again after the wedding season passes. Other developments that might prompt 
some profit taking in gold ahead are reports of rising gold production by two Russian gold miners and an upside 
breakout in the Dollar overnight. We also have to wonder if Russia might be forced to sell gold and oil to fund their 
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government, as reports suggest that Russia derives as much as 50% of its Federal budget from oil exports and up 
to 70% of its overall exports are attributed to oil and energy products. While we aren't predicting Russia central 
bank gold and PGM sales (the bank has actually been accumulating gold over the last two years) that threat 
should not be ruled out in the face of more significant declines in oil and the ruble ahead. Cushioning gold against 
the initial negative tilt today is reports of brisk Indian gold coin sales but so far the festival buying news has not 
been a major market moving event.  

 

PLATINUM  
With a dramatic improvement in global economic sentiment, positive action seen in precious and industrial metals 
prices yesterday, the PGM bull camp has regained a measure of technical and fundamental support. However, 
like gold, PGM markets have seen their spec and fund long positions rebuilt on the recent low to high rally of $46 
in platinum and $48 in palladium and that has probably left the markets overdone technically. With news of a 
recent surge in Swiss September Platinum exports, some might argue that there continues to be a global 
shortage of the metal and that Russia is not meeting the demand and that demand is being met from long-term 
stored PGM supply in Switzerland. Recent data from China showed a 5% increase in palladium imports, but 
platinum imports for the month declined by a noted 18.5% and that could serve to puncture the hope for improved 
physical demand directly ahead.  

 

TODAY'S MARKET IDEAS: 
While the trend this week was initially up in gold and silver, the bull case now seems a little overextended. A 
higher Dollar adds to the short term technical liquidation bias. Up-trend channel support in December gold is seen 
down at $1,238.90 but we can't rule out a further slide to lower support of $1,233 in the event that the Dollar index 
manages a climb back above 86.00. Silver also looks vulnerable in the face of reports of slack Chinese 
September silver import news and modest damage on the charts. Near term downside targeting in December 
silver is seen at $17.20. Corrective targeting in January platinum today is seen down at $1,257.  

 

 

COPPER COMMENTARY  
10/22/14  
Back & fill action ahead off higher $ & Chinese refined output  

 

GENERAL: With the combination of favorable US Existing Home Sales results 
yesterday and very significant upward action in US equities, the overall 
macroeconomic outlook for copper improved enough to provide short-covering 
and/or fresh outright buying of an oversold industrial market. However, limiting 
the upside tilt in copper this week is the ICSG's recent projection of a 77,000 ton 
world refined copper surplus and overnight news that Chinese refined copper 
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output jumped by 12% in September over year ago levels. On the other hand, China also posted a 26.8% rise in 
September copper concentrate imports with an even more important 17.6% increase in January through 
September imports. With Shanghai copper prices managing a higher trade overnight and copper managing a 
fresh 5 day high overnight, some of the technical short covering balancing has been completed and the copper 
market will need to see evidence of forward motion in the global economy and it will also need to see a 
weakening of the Dollar to rekindle buying interest in the short term.  

 

MARKET IDEAS: 
While we are becoming more confident that the $2.95 price in December Copper will hold as a near-term low, we 
still can't rule out temporary back and fill action back down to $2.97. In short the overall macro-economic outlook 
is still suspect and commercial buyers of copper shouldn't be in a hurry to snap up forward coverage in the current 
environment. Significant downtrend channel resistance in December copper from the July through October 
downtrend pattern is seen up at $3.0720 but that resistance line falls down to $3.0615 by this coming Friday. Wait 
for some near term corrective action before looking to re-enter the long side.  

 

	
 

 
              2015 Commodity Trading Guide 
 

Features for 2015:  

 5 Trades for a Long-Term Bottom in Commodities 
 A Bottom in Feed Grains? 
 The Strength of US Beef & Pork Exports in the Face of High Prices 
 Global Gasoline and Diesel Demand Keep Pace with Crude Production 
 The Hunt for Individual Mobility 
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http://www.futures-research.com/order/order_tg.php?refcode=KIT

