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Focus: Silver futures market becoming stretched, still room for 

more length in gold 

Focus: Worryingly, net speculative length for COMEX silver as a percentage of open inter-

est (21.7%) is showing signs of a market that is becoming overstretched. Perhaps this ex-

plains the caution among futures market participants. We could see a pull-back in net specu-

lative length for COMEX gold next week, although upward momentum should return and 

remain in place for some time.  

• The base metals have had a weekend to recover from last week’s liquidity party, with the 

complex catching its breath and drifting slightly lower after a very strong close to last 

week. Although coming under some selling pressuring during Asian trade, metal prices 

have nevertheless remain elevated, with the reaction of the US markets to industrial 

metal prices this afternoon, remaining key as to the duration of the rally.  

• On Friday, it remained all about the Fed’s commitment to QE3. Support remained in place 

across commodity markets, although some profit-taking and closing out of positions 

ahead of the weekend was evident in some markets, most notably precious metals. How-

ever, buying on dips, especially in gold and silver, remains a viable strategy as we expect 

the upward price momentum among precious metals from the Fed’s commitment to re-

main in place over the medium term. 

• After Bernanke’s boost, crude oil prices eased off a bit on Friday, amid concerns over 

demand destruction. We could however see some upside today as focus returns to Iran, 

amid a US-led mine-clearing exercise in the Persian Gulf intended as a show of force and 

a commitment to US allies in the region. 

Base metals LME 3-month               

 
  Open Close High Low Daily change Change (%) Cash Settle 

Change in 
cash settle 

Cash - 3m 

Aluminium 2,115 2,200 2,199 2,115 85 4.02% 2,177.00 95 0.00 

Copper 8,176 8,380 8,411 8,176 204 2.50% 8,400.50 345 -17.40 

Lead 2,179 2,265 2,266 2,179 86 3.95% 2,243.50 131 -4.00 

Nickel 16,980 17,775 17,876 16,921 795 4.68% 17,525.00 845 -35.50 

Tin 20,750 21,675 21,650 20,750 925 4.46% 21,415.00 1,090 50.00 

Zinc 2,041 2,116 2,120 2,041 75 3.67% 2,073.00 89 -30.25 

Energy 

 
  Open Close High Low day/day Change (%)    

ICE Brent 116.67 116.97 117.02 116.50 0.31 0.27%    

NYMEX WTI 99.15 99.18 99.28 98.83 0.18 0.18%    

ICE Gasoil 1,009.75 1,013.00 1,013.50 1,009.75 -0.50 -0.05%    

API2 Q4'12 91.30 91.70 - - 0.40 0.44%    

          

  

 
AM Fix PM Fix High bid Low offer Closing bid Change (d/d) EFP's   

Gold 1,772.50 1,775.50 1,777.00 1,766.50 1,770.30 0.30 2.0/2.4   

Silver - 34.69 34.93 34.31 34.60 -0.08 2.5/4.5   

Platinum 1,694.00 1,697.00 1,713.00 1,682.00 1,697.00 38.00 1.5/3.5   

Palladium 692.00 702.00 702.00 689.50 702.00 18.00 0.0/1.0   
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Focus: Silver futures market becoming stretched, still 

room for more length in gold 

Net speculative length for COMEX gold rose for a fourth  

consecutive week (61.7 tonnes). The change in the net position 

was again driven by bullish moves; an unwinding of short posi-

tions (14.0 tonnes), and a strong addition to longs  

(47.7 tonnes). 

There is little doubt that these moves were as a result of raised 

expectations of Fed quantitative easing after the worse-than-

expected US payrolls number. As it turns out, these expecta-

tions were well-founded. Looking at previous post-QE  

announcement periods, we could see a pull-back in net 

speculative length next week, although upward momentum 

should return and remain in place for some time. In addi-

tion, given that net speculative length as a percentage of open 

interest, at 26.7%, is not particularly high, there is still room for 

increased length.  

Unsurprisingly, ETFs piled into gold, adding 30.5 tonnes to their 

holdings — the strongest increase of the year so far. 

Given the announcement of QE3, gold is one of our top picks 

— i.e. likely to move higher with the most certainty or highest 

confidence (see Commodities Daily dated 14 September 2012). 

Again COMEX silver saw a strong increase in net speculative 

length, although at only 169.0 tonnes (compared to the 712.0 

tonnes and 1,391.1 tonnes added in the preceding two weeks), 

enthusiasm did seem to be wavering. However, some fatigue is 

understandable, as this also marked the seventh consecutive 

week of fairly large gains. 

Unlike the previous week, the net change was driven by a 

strong unwinding of speculative shorts (179.6 tonnes). Surpris-
By Marc Ground 

Base metals 

The base metals have had a weekend to recover from last week’s liquidity party, with the complex catching its breath and drift-

ing slightly lower after a very strong close to last week. Although coming under some selling pressuring during Asian trade, 

metal prices have nevertheless remain elevated, with the reaction of the US markets to industrial metal prices this afternoon, 

without beer goggles on this time, remaining key as to the duration of the rally.  

Looking at the underlying physical markets in China, there is little to suggest that the Fed-induced rally has achieved anything 

other than firmly shutting the arbitrage window for the likes of copper and aluminium. Even SHFE zinc has seen the arbitrage 

window close, albeit only marginally compared to the likes of copper and aluminium. If anything, the Fed’s actions, and expec-

tations that the QE will filter through to China via money flow or increased demand for its exports, arguably mean China is less 

incentivised to embark on a rushed stimulus policy of its own and will instead be more inclined to wait and see how the US 

action pans out. How the Yuan adjusts to the weaker dollar will be even more important than usual over the coming months, 

particularly in terms of how Chinese exporters feel about the situation and their prospects. 

Copper has trodden water after last week’s rally, with prices drifting back towards $8,300 during the pre market before recov-

ering slightly towards $8,350 ahead of US trade. Turnover has also been lighter than recent days, with the market waiting to 

see how the US markets react  after having a weekend’s thinking space. In China, SHFE copper opened in neutral territory 

before coming under selling pressure. Physical copper in Shanghai is meanwhile trading at a discount to the nearby contract. 

Inventory-wise, LME cancelled warrants in South Korea jumped 7,025 mt this morning (spit fairly evenly between Busan and 

Gwangyang) with those cancellations accounting for the bulk of today's net 6,750mt fall in on-warrant LME inventory. The can-

cellations have yet to have any significant impact on copper’s nearby forwards structure however.  

ingly, 10.6 tonnes were unwound from longs — although 

only a small decrease, this did end four successive weeks 

of gains. 

After seven weeks of gains, net speculative length is now 

at 5,842.3 tonnes — a 12-month record high and well 

above the 5-yr average of 4,868.5 tonnes. Worryingly, net 

speculative length as a percentage of open interest 

(21.7%) is showing signs of a market that is becoming 

overstretched. Perhaps this explains the caution among 

futures market participants. 

ETFs however, remained decidedly enthusiastic (the ETF 

data which is for the week ended 14 September, does  

reflect the certainty of QE3 unlike the CFTC data), adding 

231.9 tonnes to silver holdings. 

COMEX silver net spec length as a % of open interest 

Sources: COMEX; Standard Bank Research 
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Precious metals 

On Friday, it remained all about the Fed’s commitment to QE3. Support remained in place across commodity markets,  

although some profit-taking and closing out of positions ahead of the weekend was evident in some markets, most notably 

precious metals. However, buying on dips, especially in gold and silver, remains a viable strategy as we expect the upward 

price momentum among precious metals from the Fed’s commitment to remain in place over the medium term.  

Over the weekend, the South African government initiated plans to bring the situation at Lonmin’s Marikana mine under con-

trol, amid signs that labour unrest was spreading to other platinum mines (Aquarius and Angloplats have also been affected, 

although the Aquarius mine resumed production today). The government stated that it would crack down on illegal gatherings 

and unauthorised weapons. It has been reported that arrests have already been made as the police conducted raids and con-

fiscated weapons. The police are maintaining a strong presence at Marikana. Nevertheless, the situation remains volatile and 

the Marikana mine remains closed. Therefore, we could see this translate into continued volatility in PGM prices this week. 

Looking at the CFTC data, it was unsurprising that interest in NYMEX platinum continued and even appeared to strengthen the 

week ended 11 September, as 166.1k oz (compared to 117.8k oz the previous week) were added — marking a fourth succes-

sive week of increases. It was liquidation of shorts (131.8k oz) which contributed the most to the overall improvement. Only 

34.3k oz were added to long positions. The previous week’s pick-up in long positioning appears to have been short-lived, as 

the past week’s moves don’t really show a market that is particularly bullish on the metal but rather one in short-covering 

mode. 

The moves in futures market positioning for NYMEX palladium were similar to those for platinum. The week saw a 73.0k oz 

increase in net speculative length, a bit better than the previous week’s increase (59.5k oz). As for platinum, an unwinding of 

shorts was the dominant driver of the net improvement. A strong 118.8.0k oz decline was seen in speculative shorts, building 

on the persistent declines of the previous three weeks. However, there was also a relatively strong drop in speculative longs 

(45.8k oz), an unusual move, given the market’s expectation of QE3 at the time. 

Also surprisingly, after the previous week’s show of confidence, ETFs decreased their holdings of palladium over the week 

ended 14 September. The 15.9k oz shed marked the first decline in three weeks, and the largest drop since early July. 

Gold support is at $1,738 and $1,703. Resistance is $1,791 and $1,808. Silver support is at $33.36 and $31.99, resistance is 

at $35.43 and $36.13. 

Platinum support is at $1,665 and $1,628, resistance is at $1,714 and $1,725. Palladium support is at $681 and resistance at 

$701. 

By Leon Westgate 

Energy 

After Bernanke’s boost, crude oil prices eased off a bit on Friday, as WTI once again settled just below the $100/bbl mark amid 

concerns over demand destruction. We could however see some upside today as focus returns to Iran, amid a US-led mine-

clearing exercise in the Persian Gulf intended as a show of force and a commitment to US allies in the region. 

Turning to the latest CFTC data, after a brief interruption in the previous week, net speculative length for NYMEX WTI  

resumed its climb this past week with 15.1m bbls added (the week ended 11 September, so it does not include the post-QE3 

reaction). Underlying the overall improvement was a confident 13.3m bbls addition to speculative longs. A mild 1.8m bbls were 

surrendered from short positions.  

Net speculative length stands at 305.6m bbls, almost twice the 5-year average. This puts net speculative length as a percent-

age of open interest at 11.8%, well above the 5-year average of 6.4%. This is indicative of a market that is considerably over-

stretched and vulnerable to correction.  

However, this is nothing new, net speculative length as a percentage of open interest has averaged 10.1% this year so far. In 

addition, we feel that the situation in Iran, together with the Fed’s additional monetary accommodation, should keep the crude 

oil market well supported for now. 

By Marc Ground 

By Marc Ground 

Base metals (cont.) 

Nickel has been the only metal to continue rallying this morning, with prices climbing back above $18,000. Given the large 

short position that had been built up in the metal since February, it is likely the rally represents a continuation of the short cov-

ering activity that emerged last week.   
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Base metals 

Precious metals 

Energy 

Sources: Standard Bank; LME; Bloomberg 

Daily LME Stock Movement (mt)               

Metal Today Yesterday In Out 
One day 
change 

YTD change 
(mt) 

Cancelled 
warrants 

(mt) 
Cancelled 

warrants (%) 
Contract 
turnover 

Aluminium 5,008,975 4,971,325 47,725 10,075 37,650 38,575 1,581,450 31.57 278,011 

Copper 217,175 216,325 1,400 550 850 -153,725 39,475 18.18 157,039 

Lead 293,200 295,825 0 2,625 -2,625 -59,875 109,150 37.23 55,323 

Nickel 120,876 120,882 672 678 -6 30,828 13,218 10.94 42,675 

Tin 11,875 11,690 185 0 185 -315 7,135 60.08 6,847 

Zinc 924,200 927,150 75 3,025 -2,950 102,500 122,100 13.21 159,588 

 Shanghai 3-month forward prices  COMEX active month future prices  

Metal Open Last 1d  Chnge    Open Close Change Change (%) 

Aluminium 15,890 15,795 -45  Ali Dec'12 - - - - 

Copper 60,320 59,950 -180  Cu Dec'12 383 380.10 -3.15 -0.82% 

Zinc 15,760 15,700 -35       

ZAR metal prices 

 Aluminium Copper Lead Nickel Tin Zinc ZAR/USD fix 

Cash 17,917 69,136 18,464 144,231 176,245 17,061 8.2300 

3-month 18,332 69,826 18,873 148,110 180,607 17,632 8.3325 

Energy futures pricing Price Change Price Change Price Change Price Change Price Change 

 1 month 2 month 3 month 6 month 1 year 

Sing Gasoil ($/bbbl) 133.10 0.62 133.06 1.07 132.73 1.13 132.78 0.97 128.74 0.70 

Gasoil 0.1% Rdam ($/mt) 1,013.00 -0.50 1,010.25 -1.00 1,004.75 -1.25 987.50 -2.25 961.75 5.50 

NWE CIF jet ($/mt) 1,095.09 3.65 1,091.53 6.00 1,084.17 6.66 1,069.41 7.30 1,044.67 5.33 

Singapore Kero ($/bbl) 135.13 0.47 134.14 0.91 133.76 1.08 132.37 0.95 128.99 0.69 

3.5% Rdam barges ($/mt) 659.36 5.26 663.00 8.50 659.50 8.00 650.75 7.50 631.00 4.75 

1% Fuel Oil FOB ($/mt) 722.94 5.01 719.00 7.75 710.25 7.25 694.00 6.75   

Sing FO180 Cargo ($/mt) 701.52 5.13 701.00 9.00 697.25 9.25 686.75 8.00   

Thermal coal Q4-12   Q1-13 Q2-13 Cal 13 Cal 14 

API2 (CIF ARA) 91.70 0.40 95.25 0.75 98.05 1.00 99.75 1.10 109.35 1.50 

API4 (FOB RBCT) 88.40 1.20 91.80 0.90 95.15 1.15 96.60 1.25 105.60 1.50 

            

Forwards (%) 1 month 2 months 3 months 6 months 12 months     

Gold 0.36333 0.39833 0.44000 0.50667 0.54000   

Silver 0.65000 0.64400 0.64600 0.57600 0.52800   

USD Libor 0.22000 0.30450 0.38525 0.67290 0.99700   

Technical Indicators 30-day RSI 10-day MA 20-day MA 100-day MA 200-day MA Support Resistance 

Gold 70.53 1,732.71 1,699.42 1,617.04 1,642.73 1,738.00 1,791.00 

Silver 71.96 33.51 32.11 28.89 30.40 33.36 35.43 

Platinum 73.56 1,626.57 1,578.95 1,469.70 1,524.65 1,665.00 1,714.00 

Palladium 67.13 668.63 652.60 610.52 641.16 681.00 701.00 

Active Month Future COMEX GLD COMEX SLV NYMEX PAL NYMEX PLAT DGCX GLD TOCOM GLD CBOT GLD 

 Dec'12 Dec'12 Oct'12 Oct'12 Oct'12 Aug'13 Dec'12 

Settlement 1,777.30 34.6800 698.65 1,713.70 1,774.30 4,466.00 1,772.80 

Open Interest 469,875 123,402 19,826 58,619 903 148,742 795 

Change in Open Interest 5,594 3,680 388 3,241 0 2,397 2 
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