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Price Outlook 
The gold market is expected to trade in a relatively sideways direction in today’s session. We think that on a day-to-

day basis, some commodities may be able to stage a one or two day bounce higher after several tests and holds at 

50-day moving average support. Background support for metals could come from oversold conditions and safe-

haven demand. However, we still see pressure being applied to the commodity space from mass liquidation, a higher 

dollar, and the end of the Indian festival season. We favor withdrawing our long position recommendation in GCZ0 at 

$1,315.00 and trading the market as a trading affair. 

 

 
 

Yesterday’s trade saw massive liquidations in most commodity markets as well as in risk markets. In some cases, 

the liquidations were as large as the ones seen on Friday, which were caused by rumors of a weekend Chinese rate 

hike.  A 4.0% selloff in Chinese stocks yesterday helped create the latest washout along with several other factors. 

Margin hikes in silver a week ago and in cotton, sugar, and soybeans on Friday were followed by additional margin 

hikes in gold, silver, platinum, and palladium yesterday. The dollar maintained its move to the upside yesterday, after 

bottoming on Nov 4th just one day after the Fed’s QE2 plan was announced. Most markets including equities, 

commodities, debt, and currencies had already priced in the Fed’s action, and have simply been moving in the 

opposite direction since the announcement. Anticipation of QE2 caused money to flee the dollar and move into 

commodities and emerging markets. Those trends have been unwound since Nov 3rd. Finally, the non-commercial 

net long position is expected to take a dive on Friday when it is reported by the CFTC. Monday’s report showed a 

marginal 12,871 contract increase in the CRB index net long. Friday’s update will include data through yesterday, 

which should show a net decrease in net longs. 
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Over the next several weeks, it’s likely that investment flows will continue to be the dominant factor in price 

discovery. With aggregate non-commercial net longs at record levels just five weeks ago and still hovering close to 

the high, the potential of a reversal is real. The last major reversal was made in the w/e Feb 26th ’08 and preceded a 

major peak in gold prices by three weeks and a peak in oil prices by 4 1/2 months. Non-commercials liquidated 

95.3% of their net longs during the course of 2008, which added significant pressure on commodities. A similar 

circumstance may be underway now. The CRB index peaked on June 30th ’08, or roughly four months after the peak 

in the non-commercial net long. In the current instance, the CRB is now only in its second week of correction. If non-

commercials are described as being the “large funds” and/or the “smart money,” a correction could continue for a few 

more weeks. The next support levels in the CRB are around 545 and 526 (chart on previous page). 

 

The positive side of the ledger relies mainly on technical factors but is still fairly weak. The market is oversold on a 

short-term basis, and several commodities witnessed “dead-cat bounces” after testing their 50-day moving averages 

yesterday. Corn and sugar were two examples while the CRB index came close. Support may also come from the 

possibility that commodity weakness is short-lived amid generally decent economic data. Lastly, the gold market’s 

chart has support at the $1,315.60 while silver could hold near the Oct 14th high at $24.95. 

 

TRADE: None 

 

Upcoming Metals/Dollar Events 

Wed - UK Unemployment 

Wed - U.S. Housing Starts 

Wed - U.S. CPI 

Fri - UK BRC Retail Sales 

Nov 26th - India’s Pushya Nakshatra 

Dec 14th - FOMC Meeting 

 

Global Economic & Dollar News 

The dollar index traded +0.01 at the metals’ open and +0.80 at their close. The dollar moved higher yesterday due to 

ongoing worries over European sovereign debt. Ireland’s PM said that Irish aid would be on the agenda at the next 

finance minister meeting, which suggested that a bailout is being discussed. Later in the day, he refused to comment 

on rumors of such a bailout. 

» China’s Shanghai Composite fell 4.0% in yesterday’s trade. A gov’t official said that price controls could be 

imposed to cool inflation. 

» The Bank of Korea raised rates by 25 bps to 2.50%. 

» ECB’s Constancio said that he’s not aware that Ireland has asked for aid. 

» ECB’s Juncker said that Ireland is not even close to asking for a bailout, and added that such a bailout would 

involve the kind of tough austerity terms imposed on Greece. 

» Ireland’s Europe Minister said that there’s no reason to trigger a bailout. 

» Irish PM Cowen said that he would put Irish aid on the agenda at the next finance minister meeting. That caused 

the market to suspect that Ireland was open to aid, and Irish/German spreads widened by 12 bps. 

» Germany’s ZEW Economic Sentiment was +1.8 vs. -7.0 expected and vs. -7.2 previously. Current conditions 

were 81.5 vs. 75.0 expected and vs. 72.6 previously. 

» Fed ViceChair Yellen defended QE2, saying that the bond buys are not aimed at pushing the dollar down, just 

inflation above 2%. Said it’s not some chapter in a currency war and not a reason for capital flow problems abroad. 

» Fed’s Dudley said that QE3 could be used if QE2 doesn’t revive the economy. Said that the $600B in bond 

purchases equate to 75 bps in monetary easing. Added that people underestimate the Fed’s ability to withdraw 

liquidity when it wants to. 

» U.S. PPI was +0.4% vs. +0.8% expected. Core PPI was -0.6% vs. +0.1% expected. 

» U.S. Industrial Production was unchanged vs. +0.3% expected and vs. -0.2% previously. Capacity utilization was 

74.8% vs. 74.9% expected and vs. 74.8% previously. 
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» The Irish PM later said that Ireland has not applied for external financial assistance, but he declined to comment 

on rumors of a bailout. He said that the country would work with others to normalize market conditions. 

» ECB’s Noyer said that strong tensions are returning to financial markets, but that the situation is better than in the 

spring and that solutions exist if needed. 

» Sen Corker said that he wants to narrow the Fed’s focus to just price stability and no longer on full employment. 

» Fed’s Bullard said that there’s a possibility that the Fed won’t buy all of the $600B under QE2, but that the 

program has been successful already. He added that news on the economy has been somewhat better, but that 

he’s still concerned about disinflation. 

» Tax Cut Extensions may either not be made or be tied in with jobless benefit extensions, according to Sen 

Durbin. 

 

Precious Metals News Stories 

» The CME Raised Margins on gold by 5.9%, silver by 11.5%, and platinum & palladium by 20%. Silver margins 

were increased a week earlier by 30%. 

» Italy’s Jewelry Export Volumes are expected to fall 10-12% y/y in volume terms in 2010 due to surging metal 

prices. A reversal in exports would require a decline in metal prices, according to a senior industry official. 

» iShares Gold ETF Holdings were +14,667 ounces in Monday’s update. 

 

Copper/Industrial Metals News Stories 

» LME Copper Inventories were -725 MT in yesterday’s update. 

 

U.S. ETF Holdings 

 SPDR Gold Shares ETF 

Holdings 

iShares Gold ETF Trust 

Holdings 

iShares Silver ETF Trust 

Holdings 

As of 11/15/10 41,502,280 oz 3,404,880 344,618,184 oz 

As of 11/12/10 41,502,280 oz 3,390,213 344,618,184 oz 

Inception 11/18/04 - 260,000 oz 1/28/05 - 34,997 4/28/06 - 20,999,768 oz 
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