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December 2, 2002 
For markets of December 3rd 
        INDICATIVE LEASE RATES  
         Based on 30 day maturities 
  
CLOSES  
 
FEB GOLD  318.50      GOLD                .00/.50% 
MAR SILVER    4.442      SILVER               .00/.50%   
JAN PLAT          586.90      PLAT       3.00/8.00% 
 
    MARKET COMMENTARY 
 
GENERAL COMMENTS: 
 
Over the past week (using data from 11/22/02 through 12/02/02 due to holidays in the US), the 
precious metals were all lower in value, although major technical support levels were not violated. 
As in the past few weeks, we remain firmly pressed between excellent support and superb 
resistance, yielding a market that is simply going nowhere quickly. While this may seem 
boring, and unprofitable, it is anything but as the sale of out-of-the-money puts and calls 
recommended by our firm continue to expire worthless. While we have been experiencing 
volatility in the equities, interest rate, and currencies markets, such volatility has yet to find its way 
to the precious metals. Gold was down about $3.40 for the week, silver was down 12 cents, 
platinum by $3 and palladium continued its downdraft, down about $6.50. 
 
The gold market continues to weave and bob at the direct influence of primarily the equities 
market. Sharp rallies in stocks have gold declining to the bottom of its trading range while falls in 
the stock market lead to small rallies in gold prices. Gold is currently acting, quite strangely, as a 
poor surrogate for the overall equities market. While gold is usually directly influenced by the 
USD, and quite rightly so as gold is priced in USD worldwide, this rather strong negative 
correlation has certainly occupied second seat over the past few weeks.  
 
The disparity between the futures and derivatives market in gold, and its physical counterpart, 
continues to widen. Lease rates in gold and silver remain at historically low levels, with bids for 
30-day maturities close to zero. The physical market is completely awash with product, and 
yet….this historically negative factor is having virtually no effect upon the price of gold. As noted 
in previous commentaries, this secular bull market is rather unlike any seen in the past few 
decades, as the gold price has risen some 30% off its lows even as physical offtake gold remains 
poor. On the other side of the coin, one could certainly attribute a good deal of the strength of the 
gold market to gold producers repurchasing their previously sold hedge positions, a bullish factor 
also not seen in previous gold rallies. Gold Fields Mineral Services reported that gold producers 
repurchased about 255 tons of gold in the first half of this year, up from just 38.5 tons year on 
year. As it is estimated that there is still about 2800 tons of gold on producer’s hedge 
books, it would certainly appear that the gold price is very supported, and sharply lower 
prices remain a distant improbability. It is also clear that investors and speculators now have a 
greater say in setting the price of gold than the interplay between the producers and commercial 
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users. This is neither good nor bad, but the proper characterization of a market is essential for all 
investors and traders.  
 
The latest World Gold Council statistical information reveals that demand for gold from both 
jewelry and investment sectors remains quite poor, down 7.5% in the third quarter of the year to 
about 780 tons. Year to date demand, for the first three quarters of the year, has fallen by about 
12% year on year. However, it is most important to note that while demand fell in terms of 
ounces, it remained stable in terms of the Dollars spent to buy it. This is only as it should be, 
as any elementary economics textbook would teach, that higher prices curtail demand. It is my 
opinion that only investor interest in gold, arguably the best performing asset class over the past 
few years, up some 30%, could ever generate a roaring bull market. Until then, the gold market 
will continue to ratchet higher, in every increasingly higher trading ranges, slowly over the course 
of time. Given the track record of gold, given the geopolitical fear and the economic angst evident 
in today’s world, I remain surprised that investor interest in gold is still anemic.  
 
During the week, a executive board member of the Bundesbank, Mr. Hans-Helmut Kotz said the 
Central Bank, the world’s second largest holder of gold, may sell some of its gold to “buy more 
profitable assets”. This shot across the bow did very little, if anything, to unnerve the gold market, 
as this is about the forty-seventh time such intentions have been discussed. What is rather 
mysterious is just what other “more profitable assets” could be purchased with the proceeds of a 
gold sale. With global interest rates at 40 year lows, with stock markets around the world 
continuing to decay, it would seem that gold, which has risen about 30% over the past few years, 
has outperformed its competition handily. And yet, the German Central Bank is now considering 
selling. Any primer on commodity trading teaches that the first rule is to let your winners run and 
cut your losers short. I cannot imagine what these guys are thinking, or most probably, they aren’t 
thinking at all. 
 
The gold market in China continues to see greater liberalization and the promises by the Central 
Bank are slowly coming into being. Small size gold bars, suitable for personal investment, are 
now being produced and may soon be offered for sale. If the Chinese public does indeed take a 
“shine” to gold (and there are superb reasons to believe this could occur), this would change the 
fundamentals of this market considerably. There are some analysts who estimate that gold 
demand in China could perhaps rise to 500 tons per annum, about 20% of total global production. 
 
Platinum prices have remained very firm of late as it becomes apparent that the highly aggressive 
plans by South African producers to ramp up production will not occur on schedule. Due to 
“delays in mining authorizations” (please understand this to be the recent passing of legislation by 
the government of South Africa mandating the forced transfer of mining assets into the hands of 
“historically disadvantaged” Blacks), Angloplat is scaling back its expansion program. Instead of 
increasing its annual production of platinum by 75% to 3.5 million ounces per year from 2 million 
ounces produced in 2000, the year 2003 will see A REDUCTION of production of almost 8%. This 
commentary has been rather vocal about the socialistic goals of the South African government 
and its effects upon the mining industry, and now we are beginning to see the effects, in grand 
fashion. In short, look for mining production in South Africa continue to deteriorate over the 
coming years, and such may have a profoundly bullish effect upon the gold, platinum and 
palladium markets.  
 
The palladium market, which has recently fallen to four year lows, is still on pins and needles 
awaiting the outcome of the proposed purchase of Stillwater Mining by the Russian giant, Norilsk. 
Much of the purchase price comes in the from of 876,000 ounces of palladium and this precious 
metal sold off by about $40 per ounce when the market learned of such large inventories “just 
sitting around”. Just a few years, palladium was almost twice the price of platinum, and now it is 
less than half the price. This seems a bit overdone, and speculators should consider a long-term 
strategy of buying palladium and selling platinum against it. Call our offices for further 
discussions, as this recommendation is certainly not suitable for many accounts, as it does 
encompass a goodly deal of risk. 



 
On to the Commitment of Traders reports, as of November 26th, both futures and options: 
 
GOLD 
Long Speculative Short Speculative Long Commercial Short Commercial 
50,739   13,862   65,227   138,608 
-5,613   -1,016   -4,433   -12,940 
 
  Small Long Spec   Small Short Spec 
  55,743     19,238 
  -4,779     -869 
 
During the relevant week, gold fell in price by only about $1, but open interest on Comex fell by a 
whopping 25,000 contracts, as both longs and shorts in this market liquidated positions. Probably 
due to no reason other than boredom, speculative concerns sold 1/10th of their long positions, 
and such sales were greedily and happily accommodated primarily by the commercial shorts. 
Long-term readers of my commentary, and those who watch such statistics rather carefully, know 
exactly how I feel, that one must always side with the commercials, as they know the market a 
whole lot better than the speculators. As such, I take the numbers above to be quite friendly to 
the upside of the market. There is still massive technical resistance at $325 to $330, which will 
most probably contain any short-term rally, but I see this market VERY WELL supported. Given 
the concern about the Iraqi declaration of their weapons capability coming this weekend, and the 
imminence of war, the risks are most decidedly to the upside. Those seeking to take short 
positions in gold in the high $310’s should seek professional psychiatrist assistance 
 
SILVER 
Long Speculative Short Speculative Long Commercial Short Commercial 
27,890   16,464   28,869   58,378 
-3,356   +1,825   +2,473   -3,737 
 
Silver fell by 12 cents per ounce during the reporting week as open interest declined by almost 
7,000 contracts. Here again, as in gold, we see the speculative concerns as sellers and the 
commercials as buyers. Long commercials added about 10% to their positions as they obviously 
felt that current price levels of silver portray “value”. This market will most probably continue to 
shadow gold, and I see sharply lower price levels as highly improbable. I would continue to 
amass, or hold, long futures positions with the aggressive selling of out-of-the-money calls. Again, 
the risks are to the upside.  
 
GOLD RECOMMENDATIONS: 
 
Expected trading range $316.50 to $324.50 
 
(positions and recommendations are available to clients and subscribers only) 
 
SILVER RECOMMENDATIONS: 
 
Expected trading range $4.42 to $4.56 
 
(positions and recommendations are available to clients and subscribers only) 
 
PLATINUM RECOMMENDATIONS: 
 
Expected trading range $580 to $600 
 
(positions and recommendations are available to clients and subscribers only) 
 



 
Prospector Asset Management, and its sister company, Prospector Metals LLC offer the following 
services: 
*Brokerage of commodity futures and commodity options 
*Managed and directed speculative accounts in commodity futures and options 
*Brokerage of physical precious metals 
*Consulting Services   
*Daily Newsletter and Special Reports on the Precious Metals 
 
A complimentary subscription to the newsletter, with specific recommendations and positions, is 
available upon request for a one-month period. 
 
Futures Trading is for individuals willing to accept a higher level of risk for the opportunity of greater returns. This 
information is obtained from sources considered reliable, but its accuracy is not guaranteed by Prospector Asset 
Management. The recommendations reflected are those of Prospector Asset Mgmt. and are based upon circumstances it 
believes merit such recommendations. It is possible that other brokers or analysts may disagree with our opinions based 
upon their current commodity research or the analysis of commodity trading advisors. Expressions of opinion are subject 
to change without notice. Reproduction or rebroadcast of any portion of this information is strictly prohibited 
without the written permission of Prospector Asset Mgmt. 
 
There is a risk of loss trading futures. You should carefully consider the risk associated with futures trading in light of your 
specific financial position. Past performance is no guarantee of future performance. 
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