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The latest CFTC (Commodity Futures Trading Commission) data, released on Friday  
8 June 2012, reveals the following: 

Gold: We still believe that gold has become increasingly undervalued relative to where we 
see fair value: $1,650. 

Silver: While the net improvement might appear encouraging, it is a far cry from the accu-
mulated loss of the previous eight weeks. In addition, the only marginal unwinding of specu-
lative shorts is a cause for concern, as it appears that the market is struggling to shake 
off a bearish view on silver. 

Platinum: The improvement in net speculative was expected after the disappointing US 
payrolls data. However, the modest nature and the continued build-up in speculative shorts 
(five successive weeks) indicates a market far from confident. 

Palladium: ETFs have once again returned to being net buyers, and strongly, adding  
21.3k oz of palladium. This further illustrates ETFs’ growing confidence in PGM, but also 
indicates the clear preference for palladium over platinum. 

Oil: The current CFTC data shows that money managers have already cut speculative 
length to the lowest level since September 2010. This makes the oil market more prone to a 
rally should the global economy and the Eurozone stabilise. We see the current price level 
as a good consumer hedging opportunity. 

Copper: Net speculative length has now pushed deeper into negative territory —  
a 12-month low, and extremely far removed from the historical norms of the past five years. 
This highlights the futures market’s dim view of the red metal. 
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Figure 3: COMEX net spec length as a % of open interest 

Sources: COMEX; Standard Bank Research 

Gold — COMEX 

• Net speculative length rebounded strongly (90.0 tonnes were added) as 
disappointing US non-farm payrolls raised expectations of further Fed 
quantitative easing — a positive for gold. The sharp increase was 
largely the result of speculative longs being added (76.0 tonnes), with a 
slight decrease in speculative shorts (14.0 tonnes) also contributing to 
the overall improvement. However, net speculative length remained 
decidedly weak (416.6 tonnes compared to the 5-year average of 612.4 
tonnes), and speculative shorts an uncomfortably high at 183.2 tonnes, 
only just below the 12-month high of 197.1 tonnes recorded in the previ-
ous week. Is isn’t surprising that this tentative confidence in gold soon 
evaporated last week as Bernanke’s testimony to Congress led market 
participants to question the likelihood of quantitative easing. 

• Encouragingly, ETFs remained net buyers of gold, adding a modest  
3.5 tonnes to their holdings. Perhaps, as we do, ETFs feel that gold is 
undervalued at current levels. 

• We still believe that gold has become increasingly undervalued relative 
to where we see fair value: $1,650. 

Figure 4: ETF holdings 

Sources: Various ETFs; Standard Bank Research 

Figure 2: COMEX speculative longs and shorts 

Sources: COMEX; Standard Bank Research 

Figure 1: Gold price vs. COMEX open interest 

Source: COMEX 
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Silver — COMEX 

• Lifted by gold, and the renewed interest in precious metals sparked by 
raised hopes of Fed monetary accommodation, silver saw a marked in-
crease in net speculative (216.4 tonnes). Similar to gold, the move was 
largely attributable to a strong increase in speculative longs  
(215.2 tonnes), with a weak 1.1 tonnes shed from speculative shorts. 
While the net improvement might appear encouraging, it is a far cry from 
the 1,837.9 tonnes accumulated loss of the previous eight weeks — net 
speculative length remains unusually low, at less than half the 5-year 
average. In addition, the only marginal unwinding of speculative shorts 
(which at 2,518.6 tonnes are only just shy of the 12-month high of  
2,521.7 tonnes) is a cause for concern, as it appears the market is strug-
gling to shake off a bearish view on silver. This became apparent during 
last week’s post-Bernanke sell-off. 

• ETFs continued as net sellers, shedding 31.1 tonnes from the silver hold-
ings, further underscoring investor scepticism of the metal’s potential. 

• We are not bullish yet but believe that most of the anticipated price  
decline has taken place already. 

Figure 3: COMEX net spec length as a % of open interest 

Sources: COMEX; Standard Bank Research 

Figure 4: ETF holdings 

Sources: Various ETFs; Standard Bank Research 

Figure 2: COMEX speculative longs and shorts 

Sources: COMEX; Standard Bank Research 

Figure 1: Silver price vs. COMEX open interest 

Source: COMEX 
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Figure 3: NYMEX net spec length as a % of open interest 

Sources: NYMEX; Standard Bank Research 

Platinum — NYMEX 

• Although platinum was buoyed by the renewed interest in precious met-
als, speculators appeared less enthusiastic. Net speculative length rose 
a respectable 33.9k oz, less than the previous week’s 44.6k oz increase. 
The net gain was the result of 62.1k oz added to speculative longs. How-
ever, unlike for gold and silver, an addition of 28.3k oz in speculative 
shorts detracted from the overall improvement. The improvement in net 
speculative was expected after the disappointing US payrolls. However, 
the modest nature and the continued build-up in speculative shorts (five 
successive weeks) indicates a market far from confident. However, we 
still believe that the extremely high level of speculative shorts (875.4k oz 
— a 12-month high) raises the possibility of a short-covering rally should 
production problems in South Africa resurface.  

• ETFs appear more confident, adding 15.8k oz to their platinum holdings. 
This is the first time they’ve done so since mid-March, marking an end to 
the longest consecutive losing streak of the year. 

• We believe that upside outweighs downside from a cost-of-production 
perspective (see Commodities Daily dated 10 May 2012).  

Figure 4: ETF Holdings 

Sources: Various ETFs; Standard Bank Research 

Figure 2: NYMEX speculative longs and shorts 

Sources: NYMEX; Standard Bank Research 

Figure 1: Platinum price vs. NYMEX open interest 

Source: NYMEX 
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Figure 3: NYMEX net spec length as a % of open interest 

Sources: NYMEX; Standard Bank Research 

Palladium — NYMEX 

• Net speculative length saw a strong improvement, with 79.8k oz added 
over the week ended 5 June. Unlike the other precious metals, the net 
improvement was largely attributable to a large unwinding of shorts  
(49.4k oz). The 30.4k oz added to speculative longs, however, also 
contributed significantly. The fact that palladium saw an unwinding of 
shorts, while platinum saw an increase, underscores the persistent pref-
erence investors seem to have for palladium over platinum. However, 
net speculative length for palladium is still terribly weak (443.2k oz), 
only just off a 12-month low. In addition, speculative shorts are still un-
comfortably elevated (coming off the previous week’s 12-month high).  

• ETFs have once again returned to being net buyers, and strongly, add-
ing 21.3k oz of palladium. This further illustrates ETFs growing confi-
dence in PGM, but also indicates the clear preference for palladium 
over platinum. 

• We continue to believe that palladium offers decent value (from a  
cost-of-production perspective) on approach of $600.  

Figure 4: ETF holdings 

Sources: Various ETFs; Standard Bank Research 

Figure 2: NYMEX speculative longs and shorts 

Sources: NYMEX; Standard Bank Research 

Figure 1: Palladium price vs. NYMEX open interest 

Source: NYMEX 
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Figure 3: NYMEX net spec length as a % of open interest (WTI) 

Sources: NYMEX; Standard Bank Research 

Crude oil (WTI) — NYMEX 

• Net speculative length declined for the fifth consecutive week, dropping 
22.7m bbls the past week. The decline was brought about equally by an 
unwinding of speculative longs (11.4m bbls) and an increase in specu-
lative shorts (11.3m bbls). This could be taken as a sign that futures 
market participants have turned bearish on oil. However, before the sell
-off prompted by Bernanke’s comments to Congress last week, the oil 
market appeared to have become more immune to negative macroeco-
nomic news, with each set of disappointing data failing to trigger further 
price declines. Even last week’s sell-off was not as market-moving as 
that seen in other commodity markets. 

• This observation is aligned with the current CFTC data showing that 
money managers have already cut speculative length to the lowest 
level since September 2010. This makes the oil market more prone to a 
rally should the global economy and the Eurozone stabilise.  

• We see the current price level as a good consumer hedging oppor-
tunity. 

Figure 4: NYMEX net spec length as a % of open interest (ICE Brent) 

Sources: NYMEX; Standard Bank Research 

Figure 2: NYMEX speculative longs and shorts 

Sources: NYMEX; Standard Bank Research 

Figure 1: NYMEX WTI price vs. open interest 

Source: NYMEX 
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Figure 3: COMEX speculative longs and shorts 

Sources: COMEX; Standard Bank Research 

Copper — COMEX 

• For the fifth successive week, net speculative length has fallen heavily, 
this time losing 56.7 tonnes. The loss was the result of another strong 
increase in speculative shorts (52.4 tonnes) — this marks the sixth con-
secutive week that speculative shorts have risen. A marginal decline in 
speculative longs (4.3 tonnes) was recorded. Speculative shorts are 
worryingly high, currently at 645.2 tonnes. Net speculative length has 
now pushed deeper into negative territory, at -188.7 tonnes — a  
12-month low and extremely far-removed from the historical norms of 
the past five years. This highlights the futures market’s current dim view 
of the red metal. 

• As a percentage of open interest, net speculative length has fallen to  
-10.6% — well below the -0.2% average recorded over the past five 
years. 

• The risk of a significant short-covering rally (on both COMEX and LME, 
see Commodities Daily dated 18 May 2012) still seems rather remote, 
suggesting that prices, in the absence of any macro direction, will grind 
sideways to lower.  

Figure 4: COMEX net spec length as a % of open interest 

Sources: COMEX; Standard Bank Research 

Figure 2: LME copper price vs. LME open interest 

Source: LME 

Figure 1: LME copper price vs. COMEX open interest 

Sources: COMEX; LME 
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Appendix 
Explanation of tables and appendix graphs 

Using open interest for NYMEX platinum as an example, the Example Table 
alongside is explained. 

For Current level the green upward-pointing arrow ( ) indicates that open 
interest over the week under review increased (see Actual data). If a de-
crease had been recorded this would be a red downward-pointing arrow ( ). 
The position of the arrow indicates where the current level of open interest (in 
this example, 2,113.3k oz) falls in relation to the percentiles of the calculated 
probability distribution of open interest (explanation of this calculation fol-
lows), as per the table below. For this example, the current level falls in the 
>83.3% and =<100% bracket. 

 

 

 

A graphical depiction of the calculated probability distribution of open interest is also provided in this Appendix, see Probability 
distribution graph. The red line in this graph indicates the position of the current level (in this example, 2,113.3k oz) in relation 
to the calculated probability distribution, while the black line indicates the position of the average as taken over a five-year pe-
riod (in this example, 1,366.6k oz). The colour variation of the 
probability distribution graph corresponds to the percentiles of 
the distribution, as per the table discussed above. 

As for Current level, for Momentum the green upward-
pointing arrow indicates that open interest over the week un-
der review increased (see Actual data). If a decrease had 
been recorded this would be a red downward-pointing arrow. 
Consequently, this arrow will always be the same as for Cur-
rent level. However, the position of the arrow here indicates 
the number of consecutive weeks of increase/decrease that 
have been observed (in this example, there has been four 
consecutive weeks of increase), as per the table below. 

 

 

 

 

 

 Low  High 

Open interest 

  Current level*            

  Momentum**            

Probability distribution — open interest for NYMEX platinum 

   1 week   4 weeks 

  2 weeks   5 weeks 

   3 weeks   More than 5 weeks 

Example table - NYMEX platinum 

-34.7 621.5 1,277.7 1,934.0 2,590.2
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Current: 2,113.3k oz 5yr-average: 1,366.6k oz

Calculation of probability distribution 

Taking open interest data over a rolling five-year period, an empirical probability density is obtained using a kernel density esti-
mator (see the example Probability distribution graph). A kernel density estimator is used instead of the usual normal density 
approximation since the observed values do not always conform to the classic bell shape of the normal distribution (as is ap-
parent in our example graph). 

This probability density essentially indicates the implied (as per historical observations) distribution of open interest for NYMEX 
platinum. This is useful in gauging how unusual or extreme the current level of open interest is compared to historical observa-
tions. Observations in the tails of the distribution (far left and far right) are considered more unusual, while observations closer 
to the peak (not necessarily the middle or unique, since we are not using the normal distribution) are considered more likely. 

In our example, the current level of open interest for NYMEX platinum (at 2,113.3k oz) is positioned in the far right end of the 
distribution (within the >83.3% and =<100% bracket), indicating that open interest is currently at an extremely high level com-
pared to historical norms. 

Date  Level (k oz) Change (k oz) 

2,044.5  

1,968.9 -75.6 

1,998.1 29.3 

2,027.2 29.1 

2,050.2 23.0 

Current 2,113.3 63.1 

Previous weeks 

Actual data - Open interest for NYMEX platinum 

   >0% and =<16.7%   >50% and =<66.7% 

  >16.7% and =<33.3%   >66.7% and =<83.3% 

   >33.3% and =<50%   >83.3% and =<100% 
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Crude oil (WTI) — NYMEX 

APPENDIX — Net speculative length 

Copper — COMEX 
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Sources: Standard Bank Research; COMEX Sources: Standard Bank Research; COMEX 

Sources: Standard Bank Research; NYMEX Sources: Standard Bank Research; NYMEX 

Sources: Standard Bank Research; NYMEX Sources: Standard Bank Research; COMEX 
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Crude oil (WTI) — NYMEX 

APPENDIX — Open interest 

Copper — COMEX 

Palladium — NYMEX Platinum — NYMEX 

Gold — COMEX Silver — COMEX 

Sources: Standard Bank Research; COMEX Sources: Standard Bank Research; COMEX 

Sources: Standard Bank Research; NYMEX Sources: Standard Bank Research; NYMEX 

Sources: Standard Bank Research; NYMEX Sources: Standard Bank Research; COMEX 
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Crude oil (WTI) — NYMEX 

APPENDIX — Net speculative length as a percentage of open interest 

Copper — COMEX 

Palladium — NYMEX Platinum — NYMEX 

Gold — COMEX Silver — COMEX 

Sources: Standard Bank Research; COMEX Sources: Standard Bank Research; COMEX 

Sources: Standard Bank Research; NYMEX Sources: Standard Bank Research; NYMEX 

Sources: Standard Bank Research; NYMEX Sources: Standard Bank Research; COMEX 
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Current: 18.0% 5yr-average: 49.0%

-0.6 3.1 6.8 10.5 14.2

Pr
ob

ab
ili

ty
 d

en
sit

y

%

Current: 8.6% 5yr-average: 6.1%
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Current: -10.6% 5yr-average: -0.2%
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APPENDIX — Change in ETF holdings 

Palladium — NYMEX Platinum — NYMEX 

Gold — COMEX Silver — COMEX 

Sources: Standard Bank Research; Various ETFs Sources: Standard Bank Research; Various ETFs 

Sources: Standard Bank Research; Various ETFs Sources: Standard Bank Research; Various ETFs 

-69.8 -22.9 24.1 71.1 118.1
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Current: 3.5 tonnnes 5yr-average: 6.8 tonnes

-1,099.4 -666.8 -234.3 198.2 630.8
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Current: -31.2 tonnnes 5yr-average: 47.8 tonnes

-100.2 -50.2 -0.2 49.8 99.9
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Current: 15.8k oz 5yr-average: 5.0k oz

-111.6 -49.1 13.4 75.9 138.4
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Current: 21.3k oz 5yr-average: 7.0k oz
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General 
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rate and investment banking business and does not refer exclusively to any particular entities within Standard Bank Group. This research 
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you have any doubts you should consult your investment advisor.  The investments discussed may fluctuate in price or value.  Changes 
in rates of exchange may have an adverse effect on the value of investments.  This material is not intended as an offer or solicitation for 
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ket in, or may have been a manager or a co-manager of, the most recent public offering in respect of any investments or issuers refer-
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whom this report may not be provided by law.  This report is for information purposes only and may not be reproduced or distributed to 
any other person without the prior consent of a member of Standard CIB.  Unauthorised use or disclosure of this document is strictly 
prohibited.  By accepting this document, you agree to be bound by the foregoing limitations.  Copyright 2012 Standard Bank Group Lim-
ited.  All rights reserved.   


