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The latest CFTC (Commodity Futures Trading Commission) data, released on Friday  
9 March 2012 (this covers the week ended 6 March and therefore includes the market’s 
reaction to Bernanke’s address on 29 February), reveals the following: 

• Gold: The decline in net speculative length is not surprising, given the overly enthusi-
astic stance of the futures market during the previous weeks. It remains to be seen if 
the market is now on a more stable footing or if some excess remains. 

• Silver: Last week’s fall has wiped out more than half of the eight weeks of improve-
ment in net speculative length we’ve seen this year. Consequently, overall market 
positioning once again looks relatively weak, as in January and most of February this 
year. Encouragingly though, this time, speculative shorts are well below average. 

• Platinum: Net speculative length remains relatively strong, at 1,335.4k oz (2011  
average: 1,170.8k oz). However, ETF buying slowed to 8.0k oz, compared to 21.3k 
oz added to platinum holdings in the previous week. As for the other precious metals, 
it appears as though ETF investors are adopting a wait-and-see approach. 

• Palladium: Although palladium managed to weather the reduction in expectations of 
liquidity growth relatively well, we could see market positioning weaken further after 
the dent to expectations of industrial demand (owing to last week’s disappointing 
Chinese data). 

• Oil: We would concur with the current mood in the futures market, and feel that the 
combined effect of eased geopolitical fears and a weak physical market should see 
the oil price correcting on the downside in the near term.  

• Copper: As a percentage of open interest, net speculative length has jumped to 
7.6% (6.8%, the previous week). This is still below the average level of 8% recorded 
last year, but the gains over the past two weeks raise a cautionary flag. 

Weekly change in speculative positions and ETF holdings 

Sources: Standard Bank Research; COMEX; NYMEX; LME; Various ETFs 
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Figure 3: COMEX net spec length as a % of open interest 

Sources: COMEX; Standard Bank Research 

Gold — COMEX 

• Open interest continued to fall, although only 8.5 tonnes this past week (compared to 70.2 tonnes the previous week). 
Gold open interest on COMEX stands at 1,425.7 tonnes, below the 2011 average of 1,587.0 tonnes. The past week 
saw a tepid recovery in prices, an only 0.1% w/w increase — although gold was the only precious metal to manage a 
gain. 

• As expected, net speculative length was dealt a severe blow, falling 159.2 tonnes — a 12-month record. This was 
mostly the liquidation that occurred after market expectations of liquidity growth were undermined by Fed Chairman 
Bernanke as he failed to mention further quantitative easing in his address to US lawmakers the previous week. The 
change in the net position was the result of speculative longs being unwound (168.7 tonnes). There was also a mild 
decrease in short positioning (9.5 tonnes). The decline in net speculative length is not surprising, given the overly en-
thusiastic stance of the futures market during the previous weeks. It remains to be seen if the market is now on a more 
stable footing or if some excess remains. 

• Although ETFs continued to buy gold, enthusiasm is fading. ETFs ended the week with a meagre 3.3 tonne gain to their 
gold holdings (compared to a 8.5 tonne in the previous week). Perhaps some bargain-buying, after the previous week’s 
fall, persists. However, it appears as though ETFs remain wary of gold. 

• Given that we see fair value for gold at $1,647, we would look to for scaled-in buying between $1,600 and $1,630. 
Longer term, we maintain that gold will reach new highs in 2012, probably towards Q3. 

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

Sources: COMEX; Standard Bank Research 

Silver — COMEX 

• After last week’s record drop, open interest continued to fall, losing 529.7 tonnes this past week. This brings COMEX 
open interest to 17,570.3 tonnes, well below last year’s average of 19,388.6 tonnes. Silver prices lead the rest of the 
complex lower (with the exception of gold), with a 1.4% w/w loss. 

• A massive 1,245.1 tonnes in net speculative length was removed — the largest loss since September 2011 when 
prices dropped 23.5% during one week. The deterioration was the result of a 1,453.8 tonne fall in long positions — a  
12-month record. Short positions were also unwound — 208.7 tonnes. Last week’s fall has wiped out more than half of 
the eight weeks of improvement in net speculative length we’ve seen this year. Consequently, overall market position-
ing once again looks relatively weak, as in January and most of February this year. Encouragingly though, this time 
speculative shorts are well below average (766.5 tonnes, compared to the 2011 average of 1,140.5 tonnes). 

• As for gold, ETF buying of silver continued although at a much reduced pace. Silver ETF holdings grew a meagre  
14.2 tonnes this past week. After adding a remarkable 144.0 tonnes in the previous week, it appears as though ETFs 
are pausing to consider their next move on the metal. 

• Net speculative length as a percentage of open interest has fallen to 18.2%. This is still uncomfortably above the 2011 
average of 15.7%. The market remains overstretched. We believe that silver’s downside remains exposed (mainly due 
to Chinese inventories) below $33/oz. We don’t believe that rallies beyond $35/oz are sustainable yet. 

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 

• Again, open interest fell — a substantial 106.5k oz this past week. Platinum open interest on NYMEX now stands at 
2,144.9k oz — still well above last year’s average of 1,887.5k oz. Weak Chinese data last week further tarnished the 
appeal of PGM from an industrial demand perspective. Platinum surrendered 0.9% w/w. 

• Compared to the liquidations in gold and silver, platinum came off relatively lightly in last week’s sell-off. Net speculative 
length fell 70.4k oz. This deterioration was mostly attributable to long positions being unwound (62.1k oz). However, the 
8.3k oz added to short positions also contributed the overall decline. Total short positions are still below last year’s av-
erage. Net speculative length remains relatively strong, at 1,335.4k oz (2011 average: 1,170.8k oz). 

• ETF buying slowed to 8.0k oz, compared to 21.3k oz added to platinum holdings in the previous week. Again, it ap-
pears as though ETF investors are adopting a wait-and-see approach. 

• Net speculative length as a percentage of open interest has remained at 56.5%. This is just below last year’s average 
of 57.0% and, being indicative of a lack of strain in the platinum futures market, might explain the relatively muted liqui-
dations of last week. 

• We maintain that industrial demand is not yet strong enough to push the metal above $1,650 on a sustainable basis. 
Yet, on the downside, from a cost-push perspective, we feel that $1,500 is too low. 

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 

• Open interest saw ended the week lower, losing 127.3k oz. This brings NYMEX open interest for palladium to  
2,045.9k oz — now just below last year’s average of 2,061.3k oz. Palladium prices also ended the week lower, drop-
ping 0.8% w/w. 

• Net speculative length ending seven weeks of gains with a 136.0k oz loss. The fall in the net position was attributable to 
a surge in speculative longs being unwound (137.1k oz). A paltry 1.1k oz were unwound from speculative shorts. Total 
short positioning is still below last year’s average (292.1k oz). However, total longs, currently at 1,276.8k oz, have 
moved away from the 2011 average of 1,4171k oz. Although palladium managed to weather the reduction in expecta-
tions of liquidity growth relatively well, we could see market positioning weaken further after the dent to expectations of 
industrial demand (owing to the past week’s disappointing Chinese data). 

• As for the other precious metals, ETF buying of palladium continued, although at a reduced rate. This past week saw 
17.7k oz added to palladium ETF holdings, compared to the 37.0k oz added in the previous week. 

• We believe that palladium will struggle in Q1:12 on the back of a lack of real demand. For this reason, we feel that a 
price above $700 will be difficult to sustain. However, on the downside, palladium at $600 is too low, based on cost 
pressures in the industry (and dependent on our ZAR forecast of around 8.00 against the dollar). 

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 

• Open interest rose again, although this time at a much slower pace, with only 13.0m bbls added — 71.1m bbls were 
added the previous week. This brings NYMEX open interest to 1,572.3m bbls — well above last year’s average of 
1,480.8m bbls. Prices resumed their climb, adding 0.7% w/w, helped along by easing geological fears. 

• Net speculative length came off, with 13.1m bbls lost. Disconcertingly, the decrease was largely due to a marked in-
crease in short positions (12.7m bbls) — the largest increase since October 2011. Only 0.5m bbls were unwound from 
longs. The positioning of the past week points to a market that has lost confidence in oil’s prospects and appears to be 
preparing itself for a pullback in prices. 

• Net speculative length as a percentage of open interest has eased off. Currently at 12.43% (from 13.3% previously), 
this is still well above the average level experienced over the past two years (7.5%). Since this indicates an over-
stretched market, this further underscores the oil market’s vulnerability. 

• We would concur with the current mood in the futures market, and feel that the combined effect of eased geopolitical 
fears and a weak physical market should see the oil price correcting on the downside in the near term.  

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 

• Open interest has maintained its decline, with a 61.1 tonne fall this past week. However, at 1,693.30 tonnes, open inter-
est on COMEX is still well above last year’s average of 1,515.9 tonnes. Along with the fall in open interest, copper 
prices ended the week 0.9% w/w lower. 

• For the second successive week, net speculative length increased this past week, adding 12.5 tonnes. This gain was 
the result of 10.4 tonnes being added to speculative longs. There was also 2.1 tonnes unwound from short positions, 
which added to the overall improvement. Net speculative length is now at 131.2 tonnes, the deepest it’s been into posi-
tive territory since August. Speculative shorts remain quite high, at 375.6 tonnes, compared to last year’s average of 
300.2 tonnes. Speculative longs are at 506.8 tonnes, above the 2011 average of 440.0 tonnes. 

• As a percentage of open interest, net speculative length has jumped to 7.6% (6.8%, the previous week). This is still 
below the average level of 8% recorded last year, but the gains over the past two weeks raise a cautionary flag. 

• Strategically, we do not believe that the current rally in copper is sustainable. With a dearth of real demand in China at 
the moment and with many indicators of physical demand remaining weak, such as falling premiums and physical 
SHFE metal continuing to trade at a discount, we believe that copper prices could pull back. 

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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