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Last Week:
• Ireland’s  formal  application  for  financial  aid  from the EU and the  international  community  initially  gave risk 

appetite  a  lift  last  week but  the  boost  proved fleeting  -  concerns  of  debt  contagion to other  peripheral  EU 
members, notably Portugal and Spain, weighed on risk sentiment. In addition, geopolitical  tensions increased 
sharply when North Korean artillery fire hit a remote South Korean island, killing several. 

• Bullion prices remained upbeat thanks to increased demand for safe-haven asset types, with gold reaching a one-
week high  on  Tuesday  of  $1,382.50  per  ounce.  It  traded  largely  sideways  on  Wednesday,  with  trading  on 
Thursday thin while US markets were shut for Thanksgiving. But it underwent a sell-off at the end of the week, 
closing with a modest 0.7-percent gain after dipping as low as $1,351. Silver closed down 2.2 percent on the 
week after Friday’s correction.

• Gold traded to a five-month high in euro terms and a four-month peak in Australian dollars thanks to the recovery 
in the US dollar; the EUR/USD fell more than three percent across the week.

• Coin sales remain robust as investor demand for precious metals intensifies - silver remains in vogue in particular, 
with sales of the US Mint Eagle up more than 50 percent from last year.

• Vietnam has extended the period in which traders are allowed to import gold to 31 days from 14; the decision is 
designed to allow the local gold market to “continue stabilising”.

The Week in Numbers NYSE Liffe US 
Gold Dec Mon 22 Tue 23 Wed 24 Thu 25 Fri 26 Week*
High 1367.00 1381.90 1380.60 Holiday 1372.60 1381.90
Low 1348.60 1357.10 1368.60 Holiday 1347.40 1347.40
Close 1358.30 1378.20 1374.30 Holiday 1365.80 13.30
Silver Dec
High 27.863 27.730 27.566 Holiday 27.250 27.863
Low 27.090 27.055 27.128 Holiday 26.556 26.556
Close 27.481 27.611 27.581 Holiday 26.703 -0.464
* week's high, week's low & change on week

The Week Ahead: 
The past couple of weeks have been tumultuous and there is 
little reason to expect any change this week. Markets are likely 
to remain focused on the EU debt crisis, US data and any signs 
of increasing tension on the Korean peninsula.

Although markets could have expected some sort of relief 
rally  after  Ireland  hammered  out  a  bailout  deal  with  the 
EU/IMF, investors seem unwilling to give EU decision makers 
the benefit of the doubt after they decided not to deal with the 
major insolvency issues within the union. 

This has left Portuguese and Spanish bonds vulnerable to 
further  losses  -  the  EU  meeting  yesterday  did  nothing  to 
strengthen the defensive line around Portugal, Spain and Italy.

Of the host of US data due this week, investors will look 
predominantly  to  employment  and inflation-related data,  the 
most of important of which is the US non-farm payroll numbers 
on Friday. 

This could be a crunch week for gold - if fears over EU 
solvency do not translate into a positive gold dollar correlation 
(as they did in May) or if Korean tensions unwind, there could 
be further downside retracement in gold. 
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Bullish

• Uncertainty in financial markets 
• Sovereign risk reappears
• Pick-up in geopolitical concerns

Bearish
• Market started to correct
• Funds are taking profits
• Technical picture looks weaker 

Outlook
Short Term Consolidate $1,315-$1,365

Medium Term Get back above $1,400
Long Term Head higher $1,500

http://www.nyse.com/futuresoptions/nyseliffe/1244490159536.html
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Focus – Silver poised for record-breaking year
Commodity  prices  are  poised  to  close  the  year  with  solid 
gains  as  the  rebound  in  macroeconomic  conditions  boosts 
demand  for  raw  materials.  As  of  Friday’s  close,  the  CRB 
Index was up six percent, while copper was up 12 percent 
and corn almost 30 percent. 

Bullion prices are no exception, with silver currently up 
more than 50 percent and palladium almost 70 percent. Gold, 
while poised for its ninth consecutive annual gain, is lagging 
behind  somewhat  although  is  still  up  a  substantial  24 
percent. 

Given the strength of the precious metals and the very 
volatile landscape for financial markets in the year ahead, it 
is  no surprise  to see some very bullish  price  forecasts  for 
2011.  Silver  is  no  exception  -  GFMS published  its  interim 
silver market review last week, forecasting the metal to trade above $30 per ounce and set a new all-time annual 
average price around $28, easily surpassing the all-time high of $20.98 set in the 1980s.

Looking at the fundamentals, the report forecasts a five-percent increase in total supply this year, ending three 
years of stagnation; it expects mine supplies to rise three percent largely because of increased supply from Mexico 
and scrap supplies to rise 10 percent as recycling of industrial and jewellery material intensifies. The strong price 
appreciation this year is also expected to yield an increase in state sales, although they would remain below the 
average levels of the past 10 years.

On the demand side, photographic use will continue to decline, with GFMS expecting an 11-percent fall. But it 
expects jewellery, coin and industrial demand to grow, with investment demand forecast to hit a record 6,500 tonnes 
this year and surpass that total next year, benefiting from substitution due to record gold prices.

Technical Analysis – Gold
Gold  closed well on Friday, which has helped to disguise 
some of the weakness on the chart. The stochastics and 
RSI look neutral-to-negative.

Gold closed below the 21 DMA and 50 DMA. It has 
trendline support at $1,352-$1,305-$1,237 and trendline 
resistance at $1,379.

The most striking element of the chart remains the 
development of a bearish ‘head and shoulders’ formation. 
This pattern will be validated by a close and a failed retest 
of  the  neckline  (the  black  line  on  chart)  at  $1,338. 
Equally,  the  pattern  would  be  invalidated  by  a  decent 
close above $1,390.

With this in mind, we are neutral in the short term. 
We  would  turn  negative  on  a  close  below  $1,338  but 
would equally turn positive on a close above $1,390.

Technical Analysis – Silver 
Silver closed negatively on Friday and over the past week 
as a whole. It has trendline support at $26.39-$25.89 and 
trendline resistance at $27.91-$27.41. Other support is at 
$26.61  (the  23.6%)-$26.58  (the  21  DMA),  while  other 
resistance  is  at  $27.58-$27.72-$27.93-$28.19.  The 
stochastics and RSI look neutral.

Silver  showed  a  lack  of  upside  momentum  last 
week and today looks no different. Prices remain trapped 
between  long-term  support  and  short-term  resistance. 
One of these will have to give way soon.

With this in mind, we are neutral in the short term. 
We would alter this on a bullish close above $28.00 but 
we  would  equally  look to  turn  bearish  in  the  short-to-
medium term on a close below $26.39. 
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Trader Talk:
““Investors are still very concerned about what happens next, what happens to other countries, what happens to the euro… 

Europe is a story with legs. An Irish bailout might be a good short-term event. However, it’s an ongoing negative” 
- Richard Sichel, chief investment officer at Philadelphia Trust Co
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Market Drivers

 

 

Conclusion – Gold and silver have been consolidating at lower numbers and, given the uncertainty in the financial 
markets, it looks as though the market is in a risk reduction phase, which is likely to weigh on bullion prices too. 

But the uncertainty in the financial markets could quite easily become a bullish factor for gold so we expect it to 
head higher again before too long. Still, there may be a retest of underlying support between $1,330 and $1,315 first.

Silver is likely to sell off more than gold after outperforming the latter on the upside (as the gold:silver ratio 
shows) but, like gold, we would expect silver to follow gold higher once it runs is to solid support.

Although the dollar is benefitting from the euro’s troubles as well  as growing geopolitical  concerns, should 
buying return to gold - especially if it is driven by a pick-up in geopolitical issues - we would not be surprised if gold 
and the dollar rise in tandem again.

News From The   Sponsor  
http://www.nyse.com/pdfs/5560_Mini_Futures.pdf

NYSE Liffe US's sponsorship of this publication should not be considered an endorsement of any of its content, which is exclusively 
provided by TheBullionDesk.com and FastMarkets Ltd, neither of which are affiliated with or controlled by NYSE Liffe US

Want to try out our subscription service? Just send us your details to trials@thebulliondesk.com or call UK 
+44 (0)1722 424 380 to confirm you free trial.

E-Mail: press@thebulliondesk.com

ETFs

The chart says it all - the ETF holdings continue 
to flat-line amid both redemptions and buying. 
Redemptions  have  taken  place  in  the  larger 
ETFs in London and the US, while iShares and 
the  ZKB ETFs  saw small  gains.  Interestingly, 
the combined silver ETF position dropped a net 
80 tonnes last week. 

Dollar Index

The dollar index continued to climb last week 
while EU debt issues weighed on the euro and 
geopolitical events boosted the dollar. With the 
rebound in the dollar looking strong, we would 
not  be  surprised  if  this  provided  further 
headwinds  for  bullion.  But  should  geopolitical 
tensions escalate, gold could rise too.

Gold : Silver ratio

The correction in the precious metals has seen 
silver prices fall at a faster rate than gold so the 
gold:silver ratio has climbed slightly and is back 
above 1:50. We would not be surprised if the 
ratio  climbed  further,  which  would  make  us 
wary of silver at present. 

Funds

Due  to  the  Thanksgiving  holiday,  the  latest 
funds data have not been released. But given 
further  bouts  of  weakness,  further  liquidation 
selling would not be surprising.

mailto:trials@thebulliondesk.com
http://www.nyse.com/pdfs/5560_Mini_Futures.pdf
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Terms & Conditions

The Terms and Conditions for this service are available below 
http://premium.basemetals.com/content/html/FMTermsandConditionsforonlineServices.html

Representations and Liability 

1. Fastmarkets represents that: 

(i) It will supply the Services in a professional way, using the care that can be reasonably expected for this type of business, and in 
accordance with the practices and policies which 

are commonly applicable in the information services industry: 

(ii) it is duly empowered to supply the Information and Service(s) to the Client for the purposes specified in this Agreement and that the 
Service(s) and its use by the Client as specified in this Agreement will not infringe any intellectual property rights of any third party. 

2. Although Fastmarkets will use all reasonable endeavours to ensure the accuracy and reliability of the Services, neither Fastmarkets, 
the Data Sources, or any third-party provider will be liable to the Client (or any third party) for direct, indirect or consequential loss or 
damage, including but not limited to loss of data, trading or other economic losses, arising out of any reliance on the accuracy of the 
Information (including but not limited to data, news and opinions) contained in the Service(s) or resulting in any way from the supply (or 
failure of supply) of the Services. However, Fastmarkets accepts liability for physical loss or damage to the Site caused by its 
negligence or wilful misconduct. 

3. Except as expressly stated in this agreement, all express or implied conditions, warranties or undertakings, whether oral or in 
writing, in law or in fact, including warranties as to satisfactory quality and fitness for a particular purpose, are excluded. 

4. The Client will indemnify Fastmarkets against any loss, damage or cost in connection with any claim or action that may be brought 
by any third party against Fastmarkets relating to any misuse of the Services by the Client. 

5. To the extent permitted by law, under no circumstances will Fastmarkets’ liability under this Agreement exceed the Service Fees 
paid to Fastmarkets by the Client, regardless of the cause or form of action. 

Privacy Policy 

The Fastmarkets Ltd Privacy Policy is available below.
(http://premium.basemetals.com/content/html/Privacy_Policy.html)
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