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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  

7 December 2012, reveals the following: 

Gold: The cracks in investor confidence we saw in the week preceding last, widened 

considerably this past week: net speculative length dropped by a formidable  

148.2 tonnes. 

Silver: Rattled by waning confidence in gold, silver also succumbed this past week,  

although positioning was not as hard hit. Nevertheless, we feel a further reduction in 

length is warranted. 

Platinum: PGM bucked the trend of the other precious metals. Platinum net speculative 

length grew 66.7k oz. However, the market is becoming over-stretched. This is one of 

reasons why we feel that significant pushes above $1,650/oz will be unsustainable. 

Palladium: With PGM still garnering investor interest, it is palladium that continues to be 

the most favoured among the precious metals. However, the flip-side of this continued 

investor interest is that the market is far too stretched.  

Oil: Net speculative length rose 13.1m bbls — an overly confident move, in our opinion. 

Length seems excessive, especially amid the uncertainty of the fiscal cliff and the pos-

sible deleterious effects on the US economy.  

Copper: Net speculative length marked a third week of increase, with a spectacular gain 

of 136.2 tonnes — just shy of the 142.9 tonne record set in August. Obviously, interest in 

copper was bolstered by last week’s official PMI reading for China. However, for 

commodity demand, much depends on which sectors of China’s economy are improving.  

We wish all of our clients well over the holidays. Please note that today’s edition of  

Futures market and ETF positioning is the last for 2012. We will resume publication on  

7 January 2013. 
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 Copper Gold Silver Platinum Palladium Crude oil (WTI) 

Crude oil 

(Brent) 

 tonnes tonnes k oz k oz m bbls m bbls tonnes 

Speculative longs 502.3 657.5 8,173.2 2,272.9 1,802.0 362.6 2.8 

 - Change 69.9 -120.2 -253.2 45.2 190.0 6.6 0.2 

Speculative shorts 399.8 103.5 1,001.8 296.9 186.6 123.9 4.3 

 - Change -66.3 28.0 -84.4 -21.5 -54.3 -6.6 0.2 

Net speculative length 102.5 554.0 7,171.4 1,976.0 1,615.4 238.7 -1.6 

 - Change 136.2 -148.2 -168.8 66.7 244.3 13.1 0.0 

Net speculative length as a 

% of open interest 
6.3% 28.2% 25.8% 61.1% 61.7% 10.7% -2.7% 

 - Change 8.3% -5.4% 0.6% 2.6% 7.0% 0.4% 0.3% 

EFT holdings  2,717.7 19,344.2 1,542.7 1,850.7   

 - Change  7.8 43.6 38.1 -26.5   
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Figure 3: COMEX net spec length as a % of open interest 

Sources: COMEX; Standard Bank Research 

Gold — COMEX 

The cracks in investor confidence that we saw in the preceding 

week widened considerably. The past week saw net speculative 

length drop by a formidable 148.2 tonnes — the largest one-week fall 

since early March, a week in which prices fell 6.2% w/w. This time, 

prices only fell 2.6% w/w, but selling pressure was clearly evident as 

markets were weighed down by fiscal cliff concerns. It was only fairly 

strong physical buying which limited the fall. 

Underlying the net deterioration were the most bearish moves we’ve 

seen in gold for some time. Speculative longs surrendered  

120.2 tonnes, while 28.0 tonnes were added to short positions.  

Despite the liquidations, we still feel that the prospect of continued 

monetary accommodation should provide support for gold over the 

medium term. Coupled with fairly robust physical buying, we maintain 

that dips below the $1,700 level represent a good buying opportunity. 

ETFs kept faith with the metal, adding 7.8 tonnes to their gold holdings 

this past week. This marks the seventh consecutive week of increase, 

bringing total gold holdings to another record high of 2,717.7 tonnes. 

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

Rattled by waning confidence in gold, silver also succumbed this past 

week, although positioning was not as hard hit. Net speculative length 

fell 168.8 tonnes, representing a 2.3% w/w drop (as opposed to the 

21.1% w/w drop for COMEX gold). Speculative longs saw 253.2 tonnes 

liquidated, although this paled in comparison to the strong 650.7 tonnes 

added the previous week. In addition, the bearish tone was further sof-

tened by the 84.4 tonnes unwound from speculative shorts; this marks 

the third consecutive week of decline. 

Nevertheless, we feel that a further reduction in length is warranted 

(and will probably be evident in this Friday’s CFTC data covering the 

week ended 11 December, given last week’s poor price performance), 

as the futures market continues to appear strained. Net speculative 

length as a percentage of open interest climb to 25.8%, well above the  

5-year average of 18.6%. 

ETFs added a strong 43.6 tonnes this past week. At 19,344.2 tonnes, 

total ETF holdings are slowly recovering and closing in on the all-time 

record level (19,444.4 tonnes achieved three weeks ago). 

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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* Position in historical probability distribution (see Appendix 
for details). Past week’s change: increase()/decrease(). 
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Figure 3: NYMEX net spec length as a % of open interest 

Sources: NYMEX; Standard Bank Research 

Platinum — NYMEX 

PGM bucked the trend of the other precious metals, with both plati-

num and palladium recording increases in net speculative length.  

Platinum net speculative length grew 66.7k oz, a slowdown from the 

previous week’s 140.1k oz, indicating that PGM were not completely 

unscathed by the lack of faith in precious metals. The underlying moves 

remained bullish, with a 45.2k oz added to longs, accompanied by a 

21.5k oz unwinding of shorts. 

Despite gold struggling to gain traction, platinum has found increasing 

support. Therefore, on a short-term tactical basis we extend the upper 

limit of our trading range for platinum to $1,650/oz. The lower limit  

remains $1,500/oz.  

However, net speculative length as a percentage of open interest has 

pushed even higher, to 61.1%, indicating a market becoming overly 

stretched (5-year average is 51.0%). This is one of the reasons why we 

feel that significant pushes above $1,650/oz will be unsustainable. 

ETFs have grown decidedly more confident, adding 38.1k oz and bring-

ing total platinum holdings to an all-time high of 1,542.7k oz. 

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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* Position in historical probability distribution (see Appendix 
for details). Past week’s change: increase()/decrease(). 
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Figure 3: NYMEX net spec length as a % of open interest 

Sources: NYMEX; Standard Bank Research 

Palladium — NYMEX 

With PGM still garnering investor interest, it is palladium that contin-

ues to be the most favoured among the precious metals. Net specula-

tive length rose an impressive 244.3k oz — an improvement on the 

previous week’s gains and a 12-month record. With a strong 190.0k oz 

added to longs and 54.3 tonnes liquidated from shorts, the futures mar-

ket is clearly convinced that the metal has further upside potential. 

However, the flip-side of this continued investor interest is that the mar-

ket is far too stretched. Net speculative length as a percentage of 

open interest has leaped to 61.7% (from 54.6% previously), well above 

the 5-year average of 47.6%. 

ETFs apparently also appear to be concerned by this increasing 

strain, selling off 26.5k oz of their palladium holdings this past week. 

This completely undercuts the encouraging gain of 21.8k oz we saw the 

previous week. Total holdings now stand at 1,850.7k oz, still well off the 

12-month high of 1,997.5k oz. 

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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* Position in historical probability distribution (see Appendix 
for details). Past week’s change: increase()/decrease(). 
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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 rose 13.1m bbls, an overly confident move, in 

our opinion. Nevertheless, the futures market looked decidedly bullish, 

with 6.6m bbls added to speculative longs and an equal amount un-

wound from short positions. 

This confidence over the week ended 4 December, is most likely ex-

plained by the distraction from the fiscal cliff saga that oil market partici-

pants received from the week’s release of DOE inventory data, which 

showed a drop in crude oil stocks and an encouraging increase in im-

plied crude oil demand. Crude oil inventories fell 0.3m bbls, a fairly 

modest drop but expectations were for a considerably worse outcome. 

Implied demand also continued to climb, with the release showing it at 

15.0mbd. However, last week’s DOE data was not so positive. 

Length seems excessive, especially amid the uncertainty of the fiscal 

cliff and the possible deleterious effects on the US economy.  

This explains the acute sensitivity of late that oil market participants 

seem to have to any news or data release that might suggest a deterio-

ration in the global (in particular the US) economy. 

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 

Net speculative length marked a third week of increase, with a spec-

tacular gain of 136.2 tonnes — just shy of the 142.9 tonne record set 

in August. The liquidations of short positions gathered momentum, with 

66.3 tonnes unwound — a 12-month record. A strong 69.9 tonnes were 

added to speculative longs. Clearly, the wavering and lack of confi-

dence we’ve seen in the previous few weeks has evaporated.  

Obviously, interest in copper was bolstered by the last week’s offi-

cial PMI reading for China. The Chinese economy is improving or at 

least stabilising. 

However, for commodity demand much depends on which sectors 

of the economy are improving. While exports and manufacturing are 

improving, these sectors constitute a relatively small portion of China’s 

total commodity demand. Key for stronger commodity demand growth 

remains the construction sector (especially residential and commercial 

construction). While we continue to see growth in this sector, we strug-

gle to see construction growing at the same rate as it did between 2009 

and 2012 anytime soon (see Commodities Daily dated 4 December). 

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

P
ro

b
a
b
il
ity

 d
e
n
si

ty

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  

Previous weeks 

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 

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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11 

Commodities  

Futures market and ETF positioning — 10 December 2012 

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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-1.2 2.8 6.7 10.7 14.6

P
ro

b
a
b
il
ity
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e
n
si

ty

%

Current: 10.7% 5yr-average: 6.6%

-41.9 -25.1 -8.3 8.5 25.3

P
ro

b
a
b
il
ity

 d
e
n
si

ty

%

Current: 6.3% 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

P
ro

b
a
b
il
ity
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e
n
si

ty

tonnes

Current: 7.8 tonnes 5yr-average: 7.0 tonnes

-1,109.6 -672.4 -235.2 202.1 639.3

P
ro

b
a
b
il
ity
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e
n
si

ty

tonnes

Current: 43.6 tonnes 5yr-average: 48.7 tonnes

-100.9 -50.6 -0.2 50.1 100.4

P
ro

b
a
b
il
ity
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e
n
si

ty

k oz

Current: 38.1k oz 5yr-average: 5.3k oz

-113.3 -50.0 13.2 76.5 139.8

P
ro

b
a
b
il
ity
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e
n
si

ty

k oz

Current: -26.5k oz 5yr-average: 6.0k oz
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Disclaimer 

THIS COMMUNICATION MAY CONTAIN RESEARCH.  SUCH RESEARCH IS A MARKETING COMMUNICATION: It is not investment 

research as it is not the result of financial analysis and has not been prepared in accordance with legal requirements designed to promote 

investment research independence. 

Additional information with respect to any security referred to herein may be made available on request.   

This material is for the general information of institutional and market professionals’ clients of Standard Bank Group (SBG) only. Recipients 

who are not market professionals or institutional investor customers of SBG should seek advice of their independent financial advisor prior to 

taking any investment decision based on this communication or for any necessary explanation of its content. It does not take into account the 

particular investment objectives, financial situation or needs of individual clients. Before acting on any advice or recommendations in this mate-

rial, clients should consider whether it is suitable for their particular circumstances and, if necessary, seek professional advice. The informa-

tion, tools and material presented in this marketing communication are provided to you for information purposes only and are not to be used or 

considered as an offer or the solicitation of an offer to sell or to buy or subscribe for securities or other financial instruments, nor shall it, or the 

fact of its distribution, form the basis of, or be relied upon in connection with, any contract relating to such action. This material is based on 

information that we consider reliable, but SBG does not warrant or represent (expressly or impliedly) that it is accurate, complete, not mislead-

ing or as to its fitness for the purpose intended and it should not be relied upon as such. The information and opinions contained in this docu-

ment were produced by SBG as per the date stated and may be subject to change without prior notification Opinions expressed are our cur-

rent opinions as of the date appearing on this material only. We endeavour to update the material in this report on a timely basis, but regula-

tory compliance or other reasons may prevent us from doing so. 

SBG or its employees may from time to time have long or short positions in securities, warrants, futures, options, derivatives or other financial 

instruments referred to in this material. Where SBG designates research material to be a ―marketing communication‖, that term is used in 

SBG’s Research Policy. This policy is available from the Research Compliance Office at SBG. SBG does and seeks to do business with com-

panies covered in its research reports including Research Communications. As a result, investors should be aware that the Firm may have a 

conflict of interest that could affect the objectivity of this report. Investors should consider this report as only a single factor in making their 

investment decision. 

SBG has published a Conflicts of Interest Policy that is available upon request which describes the organisational and administrative arrange-

ments for the prevention and avoidance of conflicts of interest.  

Further disclosures required under the FSA Conduct of Business Sourcebook 12.4 and other regulatory bodies are available on request from 

the Research Compliance Department and or Global Conflicts Control Room, unless otherwise stated, share prices provided within this mate-

rial are as at the close of business on the day prior to the date of the material.  

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. 

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 this communication were obtained or derived from sources SBG believes are reliable, but SBG makes no repre-

sentations 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 spe-

cific statutes or regulations applicable to SBG.  

The services, securities and investments discussed in this material may not be available to nor suitable for all investors. Investors should make 

their own investment decisions based upon their own financial objectives and financial resources and it should be noted that investment in-

volves risk, including the risk of capital loss. Past performance is no guide to future performance. In relation to securities denominated in for-

eign currency, movements in exchange rates will have an effect on the value, either favourable or unfavourable. 

Some investments discussed in this marketing communication have a high level of volatility. High volatility investments may experience sud-

den 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.  

This material is issued and distributed in Europe by Standard Banl PLC. 20 Gresham Street, London EC2V 7JE which is regulated in the 

United Kingdom by The Financial Services Authority (―FSA‖). This material is being distributed in the United States by Standard New York 

Securities (USA) LLC; in Kenya by CfC Stanbic Financial Services Ltd; in Nigeria by Stanbic IBTC; in Turkey by Standard Unlu Menkel Deger-

ler; in Angola by Standard Bank de Angola S.A.; in Brazil by Banco Standard de Investimentos S.A.; in Argentina by Standard Bank Argentina 
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S.A.; in China by Standard Resources (China) Limited; in Australia by Standard Bank Plc – Sydney branch; in Botswana by Stanbic Bank 

Botswana Limited; in Democratic Republic of Congo by Stanbic Bank Congo s.a.r.l.; in Ghana by Stanbic Bank Ghana Limited; in Japan by 

Standard Capital Japan Co. Ltd; in Hong Kong by Standard Bank Asia Limited; in Iran by Standard Bank Plc – representative office; in Isle of 

Man by Standard Bank Isle of Man Limited; in Jersey by Standard Bank Jersey Limited; in Mexico by Standard Bank Plc – representative of-

fice; in Madagascar by Union Commercial Bank S.A.; in Mozambique by Standard Bank s.a.r.l.; in Malawi by Standard Bank Limited; in Na-

mibia by Standard Bank Namibia Limited; in Malaysia by Standard London (Asia) Sendirian Berhad; in Mauritius by Standard Bank (Mauritius) 

Limited; in Peru by Standard Bank Plc – representative Office; in Taiwan by The Standard Bank of South Africa; in Russian Federation by ZAO 

Standard Bank; in Tanzania by Stanbic Bank Tanzania Limited; in Singapore by Standard Merchant Bank (Asia) Limited; in Swaziland by 

Standard Bank Swaziland Limited; in Ukraine by Standard Ukraine LLC; in Zambia by Stanbic Bank Zambia Limited in Zimbabwe by Stanbic 

Bank Zimbabwe Limited; in UAE by Standard Bank Plc – Dubai branch.  

In jurisdictions where SBG is not already registered or icenced to trade in securities, transactions will only be effected in accordance with appli-

cable securities legislation, which will vary from jurisdiction to jurisdiction and may require that the trade be made in accordance with applica-

ble exemptions from registration or licensing requirements.  

Standard Bank Group Ltd Reg.No.1962/000738/06) is listed on the JSE Limited. It is an Authorised Financial Services Provider and it also 

regulated by the South African Reserve Bank. 

Copyright 2012 SBG. All rights reserved. This report or any portion hereof may not be reprinted, sold or redistributed without the written con-

sent of Standard Bank Group Ltd. 

 

 

 

 

 

 

 

 

 

  


