
Gold (page 2): Gold sustained a fall of $78 (on a fi xing basis) or just over 5% during 
January under investor liquidation and a build-up of short positions as a result of improving 
economic confi dence.  Extremely strong demand in China and India particularly helped to 
cushion this fall.  This demand is now on the retreat, pointing to the likelihood of further price 
falls in February.  Conditions are likely to be volatile given the frequent shifts in the economic 
and political environment, with tests of $1,300 a possibility, although we adhere to our 
medium-term bullish stance.

Silver (page 7): Silver jettisoned its relationship with the base metals during January 
in favour of mirroring gold’s weakness, dropping by 10% (on a fi xing basis) over the month.  
Although the price bounced from $26 at month-end, also mirroring an improvement in gold 
prices, sentiment is now cautious and we should expect further volatility with silver trading 
more closely with gold than with the industrial metals.  The physical market is still tight.

PGMs (page 9): Despite coming under downward pressure during much of January, 
PGM prices have outperformed gold and silver over the past month.  In fact, with improving 
prospects for industrial demand and concerns over South African supply resurfacing, both 
metals are close to multi-year highs at the time of writing.

Disclosures: Please fi nd attached Precious Metals Monthly Report written and published by GFMS Ltd. It has been distributed to you by Standard Bank of South Africa
with permission from GFMS Ltd.
This report has been prepared and approved by GFMS Ltd and is provided to you in full and you must take every care if using it as part of any investment decision. 
Standard Bank of South Africa and its affi liates do not represent or warrant that the information contained in this report is true or accurate and do not endorse the con-
tents of the report.
This document has been prepared in accordance with local regulations which may differ from the requirements of US, UK and European regulations. In distributing this 
research to you, Standard Bank Group does not hold this out to be impartial (objective) as it may have been prepared by persons who may be exposed to confl icts of 
interest.
You should be aware that this document might have been originally disseminated by GFMS Ltd to clients of GFMS Ltd. As such, employees and clients of GFMS Ltd, 
and any persons connected with them may have had the opportunity to act upon the information contained in this document.

7th February 2011

FICC Research

Commodi� es: Precious Metals Monthly

PGMs outshine gold and silver
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             Leasing Rates (%)
                                                                   

                                             2010               Jan-11                              2010                  Jan-11                              2010    Jan-11

3-month                             -0.05%                -0.10%                                   0.08%           -0.04%                             -0.26%             -0.24%3-month                             -0.05%                -0.10%                                   0.08%           -0.04%                             -0.26%             -0.24%3-month                             -0.05%                -0.10%                                   0.08%           -0.04%                             -0.26%             -0.24%

12-month                            0.34%                 0.15%                                0.53%  0.21%                               0.03%                        0.08 %12-month                            0.34%                 0.15%                                0.53%  0.21%                               0.03%                        0.08 %12-month                            0.34%                 0.15%                                0.53%  0.21%                               0.03%                        0.08 %

The liquidation and short selling in the market built up strong 
momentum with the result that gold fell in the majority of  
international currencies during January (although they improved 
in rand terms).  On an intra-day basis, the euro-denominated 
price fell by 11% between the late-December high and the 
late-January low, although the subsequent bounce has reduced 
the loss to 8% and euro prices in early February are at late-
November levels.  The size of the fall in euro terms masks the 
fact that the uncertainty in the market meant that gold price did 
react to currency moves.  The correlation between gold and the 
dollar: euro rate over the month was -45%, compared with -13% 
over the past twelve months.

The fact that the fall in price was so much in the hands of 
professional market players is illustrated by Comex and ETF 
fi gures.  The net long non-commercial and non-reportable 
position has contracted sharply, from 808 tonnes at end-
December to 614 tonnes on 25th January, the lowest since 
mid-July 2009.  Signifi cantly, the outright short position was, at 
315 tonnes, the highest since end-May 2005.  The subsequent 
week, with prices stabilising, saw substantial short covering (51 
tonnes), but also more liquidation, so the net position fell to 601 
tonnes, an eighteen-month low.  The outright short remains high 
and this points to volatility in February, given that background 
physical demand will be eroded in the month in the important 
consuming regions of China and India especially.
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Gold : (continued)

 Prices (based on a.m. and p.m. fi x)

                                                  Jan % Ch.
US$/oz 2009           2010 Jan-11 mom yoy 

Average 973.01 1,225.60 1,358.44 -2% 21% 

High 1,218.25 1,426.00 1,405.50 N/a N/a 

Low 810.00 1,052.25 1,316.00 N/a N/a

Trading on Comex was heavy in January, as momentum built 
and stops were triggered.  Typically, the highest daily volumes 
were registered at the end of the sell-off (27th January) and in 
the bounce the following day, before conditions quietened to 
more normal levels.  Analysis of the CFTC and turnover fi gures 
suggests that during the January price fall, industrial users of 
the exchange reduced exposure on both sides of the market.  
This is another indicator of uncertainty.  During the subsequent 
stabilisation in the fi nal week of the month there was a hint of 
trade buying interest, but only very little, suggesting that the 
industry is looking for lower price levels.

The exchange traded funds lost over 60 tonnes during January.  
The selling came in dribs and drabs in the fi rst half of the month 
and there was bargain-hunting after the $25 drop in the third 
week.  This was reversed when the rally failed in response 
to further improvement in economic confi dence, and over 45 
tonnes were redeemed in two days during the third week.  Sales 
then dwindled, suggesting that here, too, some potentially 
loose-handed holders had withdrawn from the market.  ETF 
holders do tend to be long-term investors and risk-hedgers, but 
there is also a small element of speculative participation and it is 
probably this that has been falling in recent weeks.

Demand for gold in south and east Asia, especially India and China, was very high during January.  This partially refl ected 
independent bullish sentiment on the back of the previous price performance, especially in India, while Chinese investment has 
been driven in part by intensifying fears over local infl ation.  The statement from the People’s Bank of China in early January, which 
outlined the intention to manage liquidity through both reserve requirement and interest rates, exacerbated the bearish sentiment in 
the international market, but did not curtail the vibrant levels of demand from local investors.  Physical demand meant that gold bar 
premia were very high during January and more than double the usual rates on some occasions.  This is seemingly at odds with 
the falls in international prices, but it is arguable that without this demand the price would have fallen further.
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Gold : (continued)

Key Indicators

                                                  Jan % Change
(end-period)  2010 Jan-11 mom  yoy
 S&P 500   1,258 1,286 2% 20%
 CRB Index  519 554 7% 31%
 XAU Index   227 200 -12% 35%
 US 30-yr Bond Yield   4.25 4.53 7% -1%
 Gold Price ($/oz)   1,410 1,327 -6% 23%

It is axiomatic that “hot money” has a stronger impact on gold It is axiomatic that “hot money” has a stronger impact on gold 

of infl uence of price movements.  In early February, increased of infl uence of price movements.  In early February, increased 

markets re-open.  The Indian wedding season fi nishes mid-markets re-open.  The Indian wedding season fi nishes mid-
month and this will reduce underlying demand for a period.month and this will reduce underlying demand for a period.

Gold mining stocks, as measured by the PHLX index in North Gold mining stocks, as measured by the PHLX index in North 
America, have fallen by almost exactly the same percentage as America, have fallen by almost exactly the same percentage as 
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Gold : (continued)

         
Supply       2008  2009 2010E Change 
      yoy
 Mine supply   2,409 2,584 2,652 3% 
 Offi cial sector sales  232 30 - n/a 
 Old gold scrap  1,316 1,672 1,654 -1%
         Total Supply   3,957 4,285 4,306 1% 

Demand 
 Total fabrication   2,889 2,415 2,740 13%
 Offi cial sector purchases  - - 87 n/a
 Bar hoarding  386 212 455 115%
 Net producer de-hedging   352 252 145 -43%
 Implied net investment   330 1,406 879 -38%
        Total Demand   3,957 4,285 4,306 1%

Economic news from the United States helped local investor 
confi dence in January and contributed in large measure to 
gold’s near 5% decline, while the S&P 500 gained just over 1%.  
At the start of February the markets are uncertain in the wake 
of more strong numbers from the United States but also some 
cautionary words from Fed Chairman Bernanke, implying that 
interest rates will remain on hold for a considerable period.  The 
equity markets are effectively neutral, refl ecting this uncertainty 
while gold has seen more short covering.  Resistance beckons, 

however and without an escalation in political or fi scal tension 
then it is hard to see gold breaking higher in the short term.
The bond market yields are edging very gradually higher on 
both sides of the Atlantic as the markets look to discount the 
development of an economic recovery over the course of this 
year.  With infl ation in the Eurozone now in excess of 5% and 
US infl ation at between 1% and 2%, real interest rates are 
negative and this is positive for gold in the medium term.  This 
is underpinned by the fact that the US Government is close to 
its debt ceiling and that offi cials have implied that an increase in 
the debt limit is not out of the question.
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Silver’s high fix for January was the first of the month, at $30.67, before the gold-related slide took it to a low fix of $26.68 on 28th 
January.  In early February silver bounced towards $29, but much of that improvement was short covering rather than fresh 
buying interest.  Similarly to gold, the physical market has been strong and tight; there have been times, in India in particular when, 
in the face of high absolute prices, silver has met more support than gold.  Here too, however the “hot money” has held sway and 
as a result silver unwound part of what had been an over-heated position.  We remain friendly for the longer term, but silver is in 
a long-term surplus and thus remains reliant on investor demand.  Seasonal factors suggest that this will wane during February.  
Silver’s volatile nature makes it unwise to recommend a buy-on-dips policy in the short term; rather, it might be wiser to wait for 

 Prices (based on London fix)

clear evidence of price stabilisation before considering taking 
exposure in this most volatile of metals markets. 

The net long non-commercial and non-reportable Comex 
positions contracted by 15% between end-December and 
late January, to a ten-month low, before the price’s downward 
momentum slackened.  This, through, unlike gold, comprised 
only an eight-month high in the outright short position, while 
longs actually increased in the latter part of the month, perhaps 
reflecting confidence that, in the medium term, prices will 

improve as the fall had been too swift.  In early February the 
position had increased slightly under short-covering as longs 
bailed out again amid more nervousness.

Silver dropped 17% in euro terms during January before 
unwinding more than half that fall in the early February rally 
(safe haven demand for gold and economically inspired-dollar 
strength).  In producer terms, the price average from the start 
of the year through to early February was 62% up in US$ term 
year-on-year, up 54% in C$ and 46% in A$.

                                                 Jan % Ch.
US$/oz          2009 2010 Jan-11 mom yoy 

Average 14.67 20.19 28.40 -3% 60%

High 19.18 30.70 30.67 N/a N/a 

Low 10.51 15.14 26.68 N/a N/a
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Silver’s strong run in late 2010 (+72% from late August to the 
start of January) argued for a correction in price and, when 
gold faltered, a sharp drop ensued.  This meant that silver was 
notionally paying more attention to the parameters governing 
gold than those that apply more closely to the industrial metals, 
since part of gold’s fall was triggered by improved economic 
confidence.  Silver’s daily trading correlation with copper in 
January was 65%, as it was over the whole of 2010.  The 
correlation with gold in January was 78%, against 58% for 2010.  
In the medium term, silver is likely to revert towards the industrial 
metals, but this is more likely to develop when volatility has 
subsided rather than in the immediate future.  It should then 
also benefit from renewed investor activity towards the end of 
this year as result of resurgent inflationary fears.

 Comex Turnover and Open Interest

Source: COMEX

(Number of Contracts, 5,000 oz, daily averages)

Silver : (continued)

The gold:silver ratio has traded between 45.3 and 49.6 since 
the start of the year, almost as narrow a range as in December,  
when the heavy contraction of 2010 was finally arrested.  The 
narrow ranges suggest that the ratio has ceased to attract 
speculators’ attention of late, and the near-term prognosis 
suggest that it will continue to hold broadly steady.  Silver’s 
lower unit price, and its semi-industrial base, suggest that silver  
may be the first to move higher in the medium term.  For this 
reason It is worth watching the index as a lead indicator for 
trend shifts and developments in both metals; this suggestion is 
also well founded historically.  Silver frequently leads gold when 
a new trend is developing.

  Turnover Open Interest Price
        (US$/oz)
 2010 50,821 129,916 20.31
 Nov-10 108,044 148,834 26.60
 Dec-10 57,708 133,597 29.39
 Jan-11 71,486 133,032 28.50
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Silver : (continued)

          
Supply   2008  2009 2010E Change
      yoy 
 Mine supply    21,299   22,065   22,805 3.4% 
 Net government sales   858   426   600 40.9%
 Old silver scrap    5,476   5,155   5,745 11.5%  
 Total Supply  27,633 27,645 29,150 5.4%

Demand    
 Total fabrication    26,333   23,161   25,393  9.6%
 Net producer de-hedging    361   694   124  -82.1%
 Implied net investment   939 3,791 3,632 -4.2%
        Total Demand   27,633 27,645 29,150 5.4%

Both gold and silver ETFs have come under liquidation since 
the start of the year although, on a proportional basis, the 
silver redemptions have been smaller than those of gold.  
There was some buying right at the start of the year, but since 
then the selling has been constant, with just one day when 
there were any purchases of note.  This was during the third 
week.  It came in the wake of a sharp drop in price (from $29 
to $27) in response to strong Chinese GDP figures and market 
nervousness in the expectation of more monetary tightening 
from the Chinese authorities.

Sales resumed swiftly thereafter, however and holdings in early 
February stood at 14,221 tonnes, a fall of 577 tonnes in five 
weeks.  Peak holdings were on 5th January this year, at 14,846 
tonnes and so the subsequent contraction represents 4% of 
the maximum.  A stabilisation in these funds may well be an 
important indicator of sentiment and could trigger more short 
covering, but trading conditions in the silver market overall are 
likely to remain volatile during February.
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PLATINUM & PALLADIUM
January saw average platinum and palladium prices for the 

month both rise by 5% in dollar terms compared to December.   

The similar percentage increase for each metal, in stark 

contrast to palladium’s outperformance over the previous six 

months (as shown in the chart below right), masked greater 

volatility in the palladium price during the past month compared 

with its sister metal.  

The year began with the more volatile palladium realising  a 

steeper correction than for platinum.  As a result, palladium 

tested the $750 level between the 5th and the 10th as the 

dollar reached its strongest level against the euro since last 

September.  Thereafter, palladium quickly rebounded, gaining 

$50 in just two trading days, a performance in dollar terms that 

Platinum and gold prices Platinum and palladium prices

was matched by platinum although this represented a markedly 

smaller percentage increase for the higher priced metal.  Over 

the remainder of January, palladium traded broadly between 

$790 and $825, with attempts to breach the top of this range 

meeting strong resistance.  

Platinum, meanwhile, peaked at $1,846 (a.m. fix) on the 

19th but substantial US dollar weakness then saw the price 

fall rapidly to below $1,800, a level at which platinum largely 

remained over the course of the month.  However, the start of 

February has subsequently seen both PGMs rally back towards 

recent highs, supported in part by improved confidence in the 

global economic recovery, especially in the United States.

The increasingly supportive macroeconomic data of recent 

                                                 Jan % Ch. 
US$/oz 2009          2010 Jan-11 mom yoy 

Average 1,205 1,610 1,787 5% 14%
   
High 1,500 1,786 1,846 N/a N/a 

Low 915 1,475 1,716 N/a N/a
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weeks has buoyed the outlook for industrial demand for a range 

of metals, including PGMs, and not least across the auto sector.  

Recent figures for auto sales have generally surprised the 

market on the upside, with Japanese vehicle sales in January 

reported to have risen by more than 6% month-on-month.

In the United States meanwhile, sales were over 16.3% higher 

year-on-year in January and, although they were flat compared 

to the prior month this still led to renewed optimism about the 

gradual recovery across the industry.  (Furthermore, sales of 

pickups and cross-over vehicles, which tend to have higher 

PGM loadings, have improved.)

Elsewhere, in the European auto market there were also signs 

of firmer demand, with new car registrations in December 

showing their smallest year-on-year decline since March.  In 

China, automotive sales data for January is delayed due to the 

week long Chinese New Year holiday, making assessments of 

Platinum - ETF allocations (all funds) Palladium - ETF allocations (all funds)

PGMs : (continued)
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the state of that market more difficult to ascertain.  However, 

the strength of the latest GDP figures has highlighted the 

likelihood that this will trigger further monetary tightening to 

quell inflationary pressures and in all likelihood this could hinder  

auto sales growth later this year.

Turning to investment, this has continued to provide a generally 

supportive backdrop to PGM prices over the past month.  This 

was most clearly demonstrated in January by the trend in ETF 

holdings, which continued the strong inflows that had emerged 

in the final quarter of 2010 for both metals.    

In fact, for the first time ever ETF holdings of palladium  

increased by more than 100,000 ounces for two successive 

months.  As in previous months, this increase was concentrated 

Platinum - Nymex net positions Palladium - Nymex net positions

in the ETF Securities New York and London funds, although 

there was also a lift of over 20,000 ounces in the ZKB fund.  At 

the same time, platinum ETF holdings continued to grow at 

roughly half the rate of palladium, with a rise in January of a 

little more than 60,000 ounces.  

  

Similar to recent months, but in contrast to ETF holdings, there 

were relatively small changes in the net investor long on Nymex 

for palladium, according to CFTC figures.  However, it should 

be noted that in the case of platinum the net investor long 

continued to rise to a fresh all-time high, as fresh longs were 

placed in mid-month.  As a result, the net long has more than 

doubled in just over 6 months, from its low on 20th July to the 

latest available data (for 1st February).

PGMs : (continued)

                                                  Jan % Ch. 
US$/oz 2009          2010 Jan-11 mom yoy 

Average 264 526 793 5% 83%

High 402 797 824 N/a N/a 

Low 177 387 741 N/a N/a
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Turning to supply, the most significant development in the past 

month was the reports from Eskom, which provided some price 

support in the PGM market.  This was due to flooding in South 

Africa having affected coal supply, leading to Eskom stating 

that the coal shortage may result in power cuts, with increasing 

concerns of tightness in the energy market as early as March.  

This is particularly important for the platinum price as South 

African output typically accounts for around three quarters of 

global mine production.

On the supply front itself there were also a slew of production 

figures in the past month.  Lonmin stated in late January that its 

refined platinum production in the final quarter of 2010 dropped 

17% from a year earlier to 81,982 ounces.  This decline was not 

unexpected, due to the planned rebuild of its main furnace and 

poor weather but was cushioned by the tolling of some 9,000 

ounces of platinum.  Indeed, the company’s refined palladium 

production was actually up 10% over the quarter due to more 

than 35,000 ounces of tolled palladium output.  The company 

had announced earlier in the month that it had reached an 

agreement with the National Union of Mineworkers (NUM) 

for workers to receive an 8% wage increase backdated to 1st 

October 2010, as well as a one-off payment of 850 Rand.

Elsewhere, Norilsk Nickel produced 645,000 ounces of 

palladium and 161,000 ounces of platinum in the final three 

months of 2010, down 10% and 7% respectively compared to 

the prior quarter.  The company stated that the declines were 

anticipated and chiefly occurred at its Russian operations.  In 

fact, taking 2010 as a whole the company’s annual production 

of platinum was 5% higher and that of palladium up 2%.

Rhodium prices

RHODIUM
Through the opening three weeks of 2011 the price of rhodium 

was unmoved by the fluctuations of the US dollar or potential 

supply and demand issues, as its gains from December were 

largely consolidated.  The final week of the month, however, 

saw the metal rally from $2,425 to end the month at $2,500, due 

to strong Asian demand, chiefly from the dominant automotive 

sector.  Indeed, these gains were achieved despite Lonmin 

reporting during this period that its rhodium production had risen 

by 12% year-on-year during the final three months of 2010.

PGMs : (continued)

Rhodium Prices (based on JM Base Price 8.00am London time)

                                                  Jan % Ch. 
US$/oz 2009          2010 Jan-11 mom yoy 

Average 1,588 2,453 2,436 3% -9%

High 2,800 2,975 2,500 N/a N/a 

Low 1,050 2,125 2,425 N/a N/a
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PGMs : (continued)

          
Supply   2007 2008 2009 Change
      yoy 
 Mine Production  6,584 6,155 6,041 -2%
 Autocatalyst Scrap  921 998 780 -22%
 Jewellery Scrap  541 906 441 -51%
 Sub Total - Supply  8,046 8,059 7,262 -10%

Demand    
 Total Demand  7,928 7,481 6,413 -14%
    
   Gross Surplus/(Deficit)  118 577 849 47%

   Identifiable Stock Movements  -394 -402 216 n/a

   Residual Surplus/(Deficit)  -276 175 1,065 n/a

          
Supply   2007 2008 2009 Change
      yoy 
 Mine Production  7,050 6,379 6,307 -1%
 Autocatalyst Scrap  951 1,184 1,067 -10%
 Jewellery Scrap  185 194 122 -37%
 Sub Total - Supply  8,186 7,756 7,497 -3%

Demand    
 Total Demand  8,511 8,408 7,509 -11%
    
   Gross Surplus/(Deficit)  -324 -651 -12 n/a

   Identifiable Stock Movements  620 899 593 n/a

   Residual Surplus/(Deficit)  295 247 582 n/a



Disclaimer 
 
This document does not constitute an offer, or the solicitation of an offer for the sale or purchase of any investment. 
No representation, warranty or undertaking (express or implied) is given and no responsibility or liability is accepted 
by any member of the Standard Bank Group as to the accuracy or completeness of the information contained herein. 
All opinions and estimates contained in this report may be changed after publication at any time without notice. 
Members of the Standard Bank Group, their directors, officers and employees may have a long or short position in 
currencies or investments mentioned in this report or related investments, and may add to or dispose of such invest-
ments and may perform or seek to perform advisory or banking services in relation thereto. No liability is accepted 
whatsoever for any direct or consequential loss arising from the use of this document. This document is not intended 
for the use of retail clients. Neither this document nor any copy of it nor any statement herein may be taken or trans-
mitted into: (a) the United States or distributed, directly or indirectly, in the United States or to any U.S. person ex-
cept where those U.S. persons are, or are believed to be, qualified institutions acting in their capacity as holders of 
fiduciary accounts for the benefit of non U.S. persons (as such terms are defined in Regulation S under the Securi-
ties Act); or (b) The United Kingdom to any person in contravention of Section 21 of the Financial Services & Mar-
kets Act 2000. Accordingly, the document & the investment activity to which it relates may only be communicated in 
the United Kingdom to investment professional, such persons having professional experience in matters relating to 
investments as defined under the Financial Services & Markets Act 2000 (Financial Promotion) Order as amended 
2001 (the “Order”). You are to rely on your own independent appraisal of and investigations into all matters and 
things contemplated by this document. This document has been sent to you for your information and may not be 
reproduced or redistributed to any other person. By accepting this document, you agree to be bound by the forego-
ing limitations. Standard Bank Plc is authorised and regulated by the Financial Services Authority. 
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