
Commodities 
Futures market and ETF positioning  
 
 

 

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

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

• Gold: For the fourth consecutive week, we saw a decrease in net speculative length. 
Included in these CFTC numbers is the negative reaction to the better-than-expected 
non-farm payrolls (2 November). However, countering this, was last Tuesday’s positive 
reaction to early indications that President Obama would win re-election. 

• Silver: The strong liquidations of the past week have seen net speculative length 
move much closer towards historically norms. However, there is still some way to go, 
with the current level of net speculative length at 5,842.8 tonnes, compared to the 5-year 
average of 4,934.5 tonnes. 

• Platinum: The liquidations over the past few weeks have seen a considerable lowering 
of net speculative length as a percentage of open interest from excessive highs.  
Currently at 56.5% (61.0% previously), this is moving in the right direction towards the  
5-year average of 50.8%. However, platinum still appears open to further correction. 

• Palladium: Palladium was the only precious metal to see an increase in net speculative 
length. Given that palladium has been especially hard hit during the precious metals  
liquidations of the past few weeks, perhaps the market was feeling oversold. 

• Oil: Net speculative length continued its fall with 7.6m bbls lost this past week. Confi-
dence remains weak as the market tries to ascertain the full impact of Hurricane Sandy 
on product and crude oil demand. 

• Copper: After the heaviest liquidation of the past 12 months in the previous week 
(104.3 tonnes were lost), net speculative length ended three weeks of decline, with a 
meagre 1.0 tonnes added. The weakness of the increase was the result of counterbal-
ancing declines in both longs (40.3 tonnes) and shorts (41.3 tonnes), a clear sign of a 
market struggling to find direction.  
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Figure 3: COMEX net spec length as a % of open interest 

Sources: COMEX; Standard Bank Research 

Gold — COMEX 

• For the fourth consecutive week, we saw a decrease in net specula-
tive length, with 31.2 tonnes lost, slightly less than the previous week. 
However, the past week saw an almost equal amount of longs being 
liquidated (34.5 tonnes). Shorts were also sold off: 3.3 tonnes this past 
week. 

• Included in these CFTC numbers is the negative reaction to the better-
than-expected non-farm payrolls (2 November) which heightened uncer-
tainty among investors over the ability of QE3 to support prices and/or 
the longevity of the Fed’s open-ended commitment to easing. However, 
countering this, was last Tuesday’s positive reaction to early indications 
that President Obama would win re-election. Participants were embold-
ened by the belief that an Obama win would ensure that the Fed will 
continue with its accommodative stance. 

• ETFs continued to steadily add to their gold holdings (5.2 tonnes) — the 
only precious metals where this was the case. This brings total holdings 
to 2,681.9 tonnes — another 12-month high. 

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 

• Net speculative length fell by 357.5 tonnes this past week, marking a 
fourth week of liquidations (1,287.3 tonnes have been lost in total). 
Unlike the previous week, the overall decline was largely due to a de-
cline in long positions (379.4 tonnes), the largest sell-off since June. 
After the previous week’s hefty addition to shorts (206.4 tonnes), this 
week saw a relatively meagre unwinding of 21.9 tonnes. 

• The strong liquidations of the past week have seen net speculative 
length move much closer towards historically norms. However, there is 
still some way to go with the current level of net speculative length at 
5,842.8 tonnes, compared to the 5-year average of 4,934.5 tonnes. 

• The past week saw a strong improvement in net speculative length as a 
percentage of open interest, moving to 19.5% from 21.8%. This is much 
loser to the 5-year average of 18.5%. Although there is still room for 
improvement, the strain of the past weeks is definitely easing, which 
might lead to more sustainable rallies in silver. 

• After expressing some confidence the previous week (67.6 tonnes were 
added), ETFs reduced their silver holdings by 25.0 tonnes this past 
week. 

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 

 Low  

Net speculative length  

  Current level*            

  Momentum**            

Open interest 

  Current level*            

  Momentum**            

Net speculative length as a % of open interest  

  Current level*            

  Momentum**            

Change in EFT holdings  

  Current change*            

  Momentum**            

High 

* Position in historical probability distribution (see Appendix 
for details). Past week’s change: increase( )/decrease( ). 

** Weeks consecutive increase( )/decrease( ) 

1 2 3 4 5 >5 

8.00

18.00

28.00

38.00

48.00

13,000

17,500

22,000

26,500

31,000

Nov-07 Feb-09 May-10 Aug-11 Nov-12

Open interest Spot (RHS)

tonnes $/oz

0

3,000

6,000

9,000

12,000

Nov-07 Feb-09 May-10 Aug-11 Oct-12

Speculative long Speculative short

Net speculative length

tonnes

4

12

19

27

34

Nov-07 Feb-09 May-10 Aug-11 Oct-12

%

0

5,000

10,000

15,000

20,000

Nov-07 Feb-09 May-10 Aug-11 Nov-12

Total iShares

tonnes



4 
Commodities Research 

Futures market and ETF positioning — 12 November 2012 

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

Sources: NYMEX; Standard Bank Research 

Platinum — NYMEX 

• Downward momentum grows, with another dramatic, and largest of the 
year so far, fall in net speculative length this past week (172.4k oz, com-
pared to 136.7.0k oz shed the previous week). An unwinding of longs 
remained the main driver of the net deterioration, with 186.4k oz lost, 
more than doubling the decline seen in the previous week (79.0k oz). 
The additions to shorts stopped, with a mild 14.0k oz shed this past 
week. Despite a continuation of the Amplats labour dispute, the support 
that platinum has enjoyed from this perspective over the past few weeks 
appears to be wearing thin. Focus is returning to the bleak demand out-
look for the metal. 

• The liquidations over the past few weeks have seen a considerably low-
ering of net speculative length as a percentage of open interest from 
excessive highs. Currently at 56.5% (61.0% previously) is moving in the 
right direction towards the 5-year average of 50.8%. However, platinum 
still appears open to further correction. 

• ETFs liquidated some of their platinum holdings — the week saw  
a meagre 1.3k oz surrendered. 

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 

• Palladium was the only precious metal to see an increase in net 
speculative length. A strong 90.1k oz were added, comprising a 
100.1k oz increase in speculative longs, coupled with a 10.0k oz  
increase in shorts. Given that palladium has been especially hard hit 
during the precious metals liquidations of the past few weeks, perhaps 
the market was feeling oversold. 

• Nowhere was this more apparent than in the measure of net specula-
tive length as a percentage of open interest, which fell from a high of 
55.2% a few weeks ago, to 38.9% the previous week — suddenly well 
below the 5-year average of 47.5%. With this measure currently at 
40.5%, there still appears plenty room for additional length to be added. 

• ETFs remain unsure. The past week saw another meagre decline in 
palladium holdings — 1.9k oz this time. 

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 continued its fall with 7.6m bbls lost this past 
week, although once again less than the loss of the previous week 
(11.6m bbls). Underlying the net deterioration was another increase in 
shorts (5.1m bbls) and a liquidation of longs (2.5m bbls). 

• Confidence remains weak as the market tries to ascertain the full im-
pact of Hurricane Sandy on product and crude oil demand. Last week’s 
DOE inventory data were the first numbers out that could offer some 
insight into this effect. There were surprising builds in gasoline and  
distillate stocks. This could be the first sign of the negative impact on oil 
markets that the shutdown of transportation, and economic activity in 
general, in the affected region most likely had. 

• While there might be countering factors, on balance we feel that the 
effect of the storm is negative for both product and crude oil demand, 
with the ultimate consequences perhaps only to be revealed in upcom-
ing DOE data. This could exacerbate an already weak demand side 
picture. Consequently, the potential for sustained upside in WTI 
over the short term appears limited. 

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 

• After the heaviest liquidation of the past 12 months in the previous 
week (104.3 tonnes were lost), net speculative length ended three 
weeks of decline, with a meagre 1.0 tonnes added. 

• The weakness of the increase was the result of counterbalancing de-
clines in both longs (40.3 tonnes) and shorts (41.3 tonnes), a clear 
sign of a market struggling to find direction. Perhaps last week’s 
Chinese industrial production numbers will embolden the market. Indus-
trial production in October grew by 9.6% y/y compared to expectations 
of 9.4%. It is also higher than the 9.2% y/y growth seen in September. 

• However, we would caution about getting too optimistic over recent 
Chinese data on economic activity (see Commodities Daily dated  
9 November). 

• Net speculative length remains in negative territory (-25.3 tonnes), with 
total speculative longs and shorts both at elevated levels —  
476.6 tonnes and 501.9 tonnes respectively. 

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

Pr
ob

ab
ili

ty
 d

en
sit

y

k oz

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 

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 — 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: -1.4% 5yr-average: -0.1%
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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 

-70.0 -22.9 24.1 71.2 118.2
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Current: 5.2 tonnes 5yr-average: 7.0 tonnes

-1,107.2 -671.1 -235.0 201.2 637.3
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Current: -25.0 tonnes 5yr-average: 48.4 tonnes
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Current: -1.3k oz 5yr-average: 5.3k oz

-112.5 -49.6 13.3 76.2 139.1
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Current: -1.9k oz 5yr-average: 6.2k oz
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Disclaimer 
Certification 

The analyst(s) who prepared this research report (denoted by an asterisk*) hereby certifies(y) that: (i) all of the views and opinions expressed 
in this research report accurately reflect the research analyst's(s') personal views about the subject investment(s) and issuer(s) and (ii) no part 
of the analyst’s(s’) compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed by the 
analyst(s) in this research report. Standard Bank Fixed Income research analysts receive compensation that is based, in part, on the overall 
firm revenues, which include investment banking revenues. 

Standard Bank's rating opinions do not necessarily correlate with those of the rating agencies. 

Fixed Income Securities are complex instruments that are not suitable for every investor, may involve a high degree of risk, and may be appro-
priate investments only for sophisticated investors who are capable of understanding and assuming the risks involved. Supporting documenta-
tion for any claims, comparisons, recommendations, statistics or other technical data will be supplied upon request. Any trade information is 
preliminary and not intended as an official transaction confirmation. 

Important Disclosures 

Standard Bank`s Group policy is only to publish investment research that is impartial, independent, clear, fair and not misleading. For more 
detail, please refer to Standard Bank's Policies for Managing Conflicts of Interest in connection with Investment Research: http://
www.standardbank.co.za/research 

Standard Bank`s policy is to publish research reports as it deems appropriate, based on developments with the subject issuer, the sector or 
the market that may have material impact on the research views or opinions stated herein. 

Standard Bank may trade as principal in the securities or derivatives of the issuers that are the subject of this report. 

At any point in time, Standard Bank is likely to have significant holdings in the securities mentioned in this report 

Standard Bank does not provide any tax advice. Any statement herein regarding any RSA tax or US federal tax laws is not intended or written 
to be used, and cannot be used, by any taxpayer for the purposes of avoiding any penalties. 

Company-Specific Disclosures: Important disclosures are available for compendium reports and all Standard Bank Group covered companies 
by calling 2711384-2000 or e-mailing ResearchCompliance@Sbgsecurities.com or visiting http://www.standardbank.co.za/research with your 
request. 

Frequency of Next Update 

This is a monthly piece. Standard Bank`s policy is to publish research reports as it deems appropriate, based on developments with the sub-
ject issuer(s), the sector or the market that may have a material impact on the research views or opinions stated herein. 

Conflict of Interest 

It is the policy of The Standard Bank Group Limited and its worldwide affiliates and subsidiaries (together the “Standard Bank Group”) that 
research analysts may not be involved in activities in a way that suggests that he or she is representing the interests of any member of the 
Standard Bank Group or its clients if this is reasonably likely to appear to be inconsistent with providing independent investment research. In 
addition research analysts’ reporting lines are structured so as to avoid any conflict of interests. For example, research analysts cannot be 
subject to the supervision or control of anyone in the Standard Bank Group’s investment banking or sales and trading departments. However, 
such sales and trading departments may trade, as principal, on the basis of the research analyst’s published research. Therefore, the proprie-
tary interests of those sales and trading departments may conflict with your interests. 

Disclaimer and Confidentiality Note 

Standard Bank Group Limited (“SBG”) is the holding company of The Standard Bank of South Africa Limited (“SB”) and is listed on the JSE 
Limited and is regulated by the Financial Services Board (FSB). 

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any local-
ity, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or which 
would subject SBG to any registration or licensing requirement within such jurisdiction. All material presented in this report, unless specifically 
indicated otherwise, is under copyright to SBG. None of the material, nor its content, nor any copy of it, may be altered in any way, transmitted 
to, copied or distributed to any other party, without the prior express written permission of SBG. All trademarks, service marks and logos used 
in this report are trademarks or service marks or registered trademarks or service marks of SBG or its affiliates. 

The information, tools and material presented in this report are provided to you for information purposes only and are not to be used or consid-
ered as an offer or the solicitation of an offer to sell or to buy or subscribe for securities or other financial instruments. SBG may not have 
taken any steps to ensure that the securities referred to in this report are suitable for any particular investor. SBG will not treat recipients as its 
customers by virtue of their receiving the report. The investments or services contained or referred to in this report may not be suitable for you 
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and it is recommended that you consult an independent investment advisor if you are in doubt about such investments or investment services. 
Nothing in this report constitutes investment, legal, accounting or tax advice or a representation that any investment or strategy is suitable or  
appropriate to your individual circumstances or otherwise constitutes a personal recommendation to you. SBG does not offer advice on the tax 
consequences of investment and you are advised to contact an independent tax adviser. Please note in particular that the bases and levels of 
taxation may change. 

SBG believes the information and opinions in the Disclosure Appendix of this report are accurate and complete. Information and opinions pre-
sented in the other sections of the report were obtained or derived from sources SBG believes are reliable, but SBG makes no representations 
as to their accuracy or completeness. Additional information is available upon request. SBG accepts no liability for loss arising from the use of 
the material presented in this report, except that this exclusion of liability does not apply to the extent that liability arises under specific statutes 
or regulations applicable to SBG. This report is not to be relied upon in substitution for the exercise of independent judgment. SBG may have 
issued, and may in the future issue, a trading call regarding this security. In addition, SBG may have issued, and may in the future issue, other 
reports that are inconsistent with, and reach different conclusions from, the information presented in this report. Those reports reflect the differ-
ent assumptions, views and analytical methods of the analysts who prepared them and SBG is under no obligation to ensure that such other 
reports are brought to the attention of any recipient of this report. SBG is involved in many businesses that relate to companies mentioned in 
this report. 

Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or 
implied, is made regarding future performance. Information, opinions and estimates contained in this report reflect a judgement at its original 
date of publication by SBG and are subject to change without notice. The price, value of and income from any of the securities or financial 
instruments mentioned in this report can fall as well as rise. The value of securities and financial instruments is subject to exchange rate fluc-
tuation that may have a positive or adverse effect on the price or income of such securities or financial instruments. Investors in securities 
such as ADRs, the values of which are influenced by currency volatility, effectively assume this risk. 

Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors 
who are capable of understanding and assuming the risks involved. The market value of any structured security may be affected by changes 
in economic, financial and political factors (including, but not limited to, spot and forward interest and exchange rates), time to maturity, market 
conditions and volatility, and the credit quality of any issuer or reference issuer. Any investor interested in purchasing a structured product 
should conduct their own investigation and analysis of the product and consult with their own professional advisers as to the risks involved in 
making such a purchase. 

Some investments discussed in this report have a high level of volatility. High volatility investments may experience sudden and large falls in 
their value causing losses when that investment is realised. Those losses may equal your original investment. Indeed, in the case of some 
investments the potential losses may exceed the amount of initial investment, in such circumstances you may be required to pay more money 
to support those losses. Income yields from investments may fluctuate and, in consequence, initial capital paid to make the investment may be 
used as part of that income yield. Some investments may not be readily realisable and it may be difficult to sell or realise those investments, 
similarly it may prove difficult for you to obtain reliable information about the value, or risks, to which such an investment is exposed. 

SBG maintains information barriers between its Research Analysts and the rest of its and its shareholders business divisions, more specifically 
the Investment Banking business. SBG’ analysts’, strategists’ and economists’ compensation is not linked to Investment Banking or Capital 
Markets transactions performed by SBG or its shareholders. Facts and views presented in SBG’ research have not been reviewed by, and 
may not reflect information known to, professionals in other SBG or Standard Bank business areas, including investment banking personnel. 

This report may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the report refers to website material 
of SBG, SBG has not reviewed the linked site and takes no responsibility for the content contained therein. Such address or hyperlink 
(including addresses or hyperlinks to SBG or SB’s own website material) is provided solely for your convenience and information and the con-
tent of the linked site does not in any way form part of this document. Accessing such website or following such link through this report shall be 
at your own risk. 

  

 

  

  

 


