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Please refer to the disclaimer at the end of this document. 

The latest CFTC (Commodity Futures Trading Commission) data, released on Friday  

16 March 2012, reveals the following: 

• Gold: The futures market paused the week ended 13 March after the activity of the 

week before. However, we expect that more speculative length was removed after 

last week’s sell-off. 

• Silver: Net speculative dropped again, shedding 205.4 tonnes last week. While the 

deterioration is considerably lower than in the previous week, it is still fairly signifi-

cant. Consequently, overall market positioning once again looks unfavourable, as it 

did in January and most of February this year. However, some solace comes from 

speculative shorts which, this time, are well below average.  

• Platinum: The strong addition to short positions places the total now well above last 

year’s average — a development which makes us uneasy. Our unease is heightened 

by the past week’s selling by ETFs — the first time this year. 

• Palladium: Market participants seem more confident on palladium’s prospects, com-

pared to the other precious metals. ETF buying of palladium continued, with a  

respectable 16.8k oz added. This affirms that investors are looking more favourable 

on palladium than on the rest of the complex. 

• Oil: The positioning of the past week shows more confidence than in the previous 

week, although the continued increase in short positions indicates lingering scepti-

cism. 

• Copper: The gains in net speculative length of the previous two weeks was wiped 

out by the past week’s 28.8 tonne loss. The moves of the past week seem to indicate 

a market starting to position for some downside. 

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 was largely unchanged, at a meagre 0.4 tonnes lost over the past week. Gold open interest on COMEX 

stands at 1,419.9 tonnes, below the 2011 average of 1,587.0 tonnes. Once again, prices came under pressure as in-

vestor expectations of liquidity growth were revised lower, losing 3.1% w/w. 

• Net speculative length fell again, although more modestly this time, at 28.1 tonnes, after the previous week’s 12-month 

record fall. The change in the net position was largely the result of speculative longs being unwound (15.2 tonnes). 

There was also an increase in short positioning (12.9 tonnes), which contributed significantly to the overall deteriora-

tion. After the previous week’s activity, the futures market seemed to pause the week ended 13 March. However, we 

expect that more speculative length has been removed after last week’s sell-off. 

• ETF enthusiasm continues to fade. ETFs ended the week with a meagre 1.8 tonne gain to their gold holdings 

(compared to 3.3 tonnes and 8.5 tonnes in the previous two weeks). Perhaps the little buying we are seeing is some 

bargain-buying on price dips. However, ETFs still seem wary of gold. 

• Gold has hit our target in the $1,650-$1,640 range where we are tactically neutral. We still think that gold provides 

value between $1,630 and $1,600. Longer term, we maintain that gold will reach new highs in 2012, probably around 

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 

• Open interest continued its precipitous fall of the previous two weeks, losing 597.3 tonnes last week. This brings 

COMEX open interest to 17,155.7 tonnes, well below last year’s average of 19,388.6 tonnes. Silver was the worst  

performer amongst the precious metals, losing 5.2% w/w. 

• Net speculative dropped again, shedding 205.4 tonnes this past week. The deterioration was the result of a 213.8 tonne 

liquidation of long positions. Short positions were also unwound — although only a modest 8.4 tonnes. While the dete-

rioration is considerably lower than in the previous week (1,245.2 tonnes were lost), it is still fairly significant. Conse-

quently, overall market positioning once again looks unfavourable, as it did in January and most of February this year. 

However, some solace comes from speculative shorts, which this time are well below average (758.1 tonnes, com-

pared to the 2011 average of 1,140.5 tonnes). Net speculative length as a percentage of open interest has fallen to 

17.3%. This is still uncomfortably above the 2011 average of 15.7%. The market remains overly stretched. 

• ETFs turned net sellers, further underlining the apparent unfavourable investor attitude towards silver. Silver ETF hold-

ings fell 20.0 tonnes this past week. 

• Our view on silver remains unchanged: we believe that rallies above $35 are not sustainable yet. We are waiting for the 

metal to drop closer to $30/oz. Around this level, we see good value, with the potential to reach $40/oz in Q3:12. 

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 

• Open interest rose a modest 23.7k oz this past week. Platinum open interest on NYMEX now stands at 2,169.8k oz — 

well above last year’s average of 1,887.5k oz. Once again, weak Chinese data put a dampener on PGM from an indus-

trial demand perspective despite lingering supply concerns. Platinum ended the week 0.8% w/w lower. 

• Net speculative length once again fell although, as was the case with the other precious metals, there was a slowing in 

momentum — only 26.3k oz this past week. This deterioration was attributable to short positions being added  

(35.0k oz). The 8.7k oz added to long positions softened the overall decline. The strong addition to short positions 

places the total now well above last year’s average — a development which makes us uneasy. However, net specula-

tive length remains relatively strong, at 1,309.1k oz (2011 average: 1,170.8k oz). 

• Our unease is heightened by the past week’s selling by ETFs — the first time this year. ETF holdings of platinum 

dropped 11.4k oz, to bring the total to 1,393.1k oz. 

• Net speculative length as a percentage of open interest has moved marginally lower, to 55.3%. This is below last year’s 

average of 57.0% and, being indicative of a lack of strain in the platinum futures market, is a point of strength. 

• PGM price support remains in place. But we believe that support comes from (a) speculative length that continues to 

rise and (b) little real demand behind the price rise. As a result, we don’t see much value in establishing a long position 

above $1,700. 

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 ended the week higher, all but undoing the previous week’s losses, with 87.6k oz added. This brings  

NYMEX open interest for palladium to 2,164.4k oz — once again just above last year’s average of 2,061.3k oz.  

Palladium prices ended the week lower, dropping 1.2% w/w. 

• Net speculative length recovered from the previous week’s fall of 136.0k oz, gaining 164.3k oz this past week. The in-

crease in the net position was attributable to a surge in speculative longs added (164.7k oz). A paltry 0.4k oz were 

added to speculative shorts. Total short positioning is still below last year’s average (292.1k oz). Total longs, currently 

at 1,441.5k oz, have once again moved in line with the 2011 average of 1,4171k oz. It appears as though market par-

ticipants are more confident on palladium’s prospects than on the other precious metals. 

• ETF buying of palladium continued, with a respectable 16.8k oz added. This affirms that investors are looking more 

favourable on palladium than on the rest of the complex. 

• Despite this apparent investor confidence, we believe that palladium will struggle in Q1:12 as real demand will be  

lacking. For this reason, we feel that a price above $700 will be difficult to sustain. However, on the downside, palla-

dium 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 

• Ending three weeks of gains, open interest fell, losing 27.3m bbls this past week. This brings NYMEX open interest to 

1,559.1 bbls — still above last year’s average of 1,480.8m bbls. Prices also lost ground, surrendering 0.3% w/w, mostly 

owing to speculation about a possible release of US oil reserves. 

• Net speculative length rebounded, with 10.2m bbls added. The increase was due to a marked rise in long positions 

(15.6m bbls). However, shorts continued to build, with 5.3m bbls added this past week. The positioning of the past 

week shows more confidence than in the previous week, although the continued increase in short positions indicates 

lingering scepticism among some participants. 

• Net speculative length as a percentage of open interest has eased off. Currently at 12.7%, this is still well above the 

average level experienced over the past two years (7.5%). This indicates an overly stretched market, which further un-

derscores the oil market’s vulnerability. 

• The oil market has failed several times to break out on the upside, which may signal that the rally which started at the 

beginning of February is overly stretched. Last week’s price action on the back of rumours about a possible US strate-

gic oil stock release, confirmed this, in our view. 

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 arrested three weeks of decline, with a 33.1 tonne increase this past week. At 1,739.0 tonnes, open 

interest on COMEX is still well above last year’s average of 1,515.9 tonnes. Copper prices ended the week marginally 

higher (0.1% w/w). 

• The gains in net speculative length of the previous two weeks were wiped out by the past week’s 28.8 tonne loss. This 

loss was the result of 15.8 tonnes being unwound from speculative longs. There was also a 13.0 tonne increase in 

short positions, which added to the overall decline. Speculative shorts remain quite high, at 388.7 tonnes, compared to 

last year’s average of 300.2 tonnes. Speculative longs are at 491.1 tonnes, still slightly above the 2011 average of 

440.0 tonnes. The moves of the past week seem to indicate a market that is starting to position for some downside. 

• As a percentage of open interest, net speculative length has dropped to 6.0% (7.6%, the previous week). This is well 

below the average level of 8% recorded last year. 

• We still believe that demand for copper is unlikely to be strong enough to see prices trade sustainably above $9,000/mt 

for most of this year. We therefore think copper that $8,670 is at the higher end of its range (at least for H1:12).  

However, we remain long copper Dec12/Dec13 spreads rather than participate in the outright price. 

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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