
  df 

 

Researched and Analysed by  E-Mail: press@thebulliondesk.com 

 

 
 
 
 
 
 
 
Last Week: 

•••• Commodities as a whole continued to push higher last week due to increased demand expectation as economic 

indicators improved, as did investor appetite for tangible assets. The Reuters-Jefferies CRB Index posted a weekly 
gain of 1.7%, reaching its best level since November on Friday at 266.17. Individual commodities also hit multi-
month highs last week. Crude oil traded to its best since October 21 above $73/barrel, copper hit a 7½ month high 
above $5,350/tonne while soybeans traded to their highest since September. 

•••• In contrast gold and silver both closed lower last week as stronger dollar sentiment and slowing ETF investment 

demand triggered liquidation from heavily leveraged fund longs. Gold spent the early part of the week in a relatively 
narrow range as two-way trade dominated. Buying interest below $950 absorbed much of the selling pressure while 

profit taking above $960 limited rallies with gold posting a high of $960.65 midweek. Dollar strength on Friday led 
gold and silver lower as upbeat Consumer Sentiment data added to generally strong economic data across the 
week. Both metals broke lower from their recent ranges posting respective lows of $936.30 and $14.80 which 
equates to declines of 2% and 3.4% respectively. 

 

 
The Week in Numbers NYSE-Liffe 

Gold Aug Mon 08 Tue 09 Wed 10 Thu 11 Fri 12 Week*

High 960.5 964.1 966.8 963.1 958.5 966.8

Low 943.8 949.0 947.8 943.3 936.4 936.4

Close 951.8 954.6 954.1 961.4 940.6 -11.2

Silver Jul

High 15.4460 15.3450 15.4890 15.5450 15.4290 15.5450

Low 14.7400 14.7920 15.0400 14.9290 14.7650 14.7400

Close 14.9630 15.1350 15.2250 15.4690 14.8800 -0.0830

* week's high, week's low & change on week  
 
The Week Ahead: 

This week could be an important week for 

bullion as we see the dollar as the key driver and 
it is showing signs of changing direction. We will 
be watching two factors in particular: foreign 
investor sentiment towards the dollar and 
inflationary expectations.  

Monday’s TIC data showed long-term 

purchases of US treasuries dropped to $11.2 
billion in April from the previous reading of $55.8 
billion. This shows a marked decrease in foreign 
appetite for US investments. Will quantitative 
easing bring more of the same? - We think it 
will. However, the BRIC’s heads of state meeting 
in Russia this week, could give the dollar a 

respite, particularly after Russia’s Finance 
Minister Kudrin made a positive statement in 
favour of the dollar over the weekend. Further 
positive statements from Russia and China, could 
signal the end to their verbal assault on the 
dollar and this could give some lift to the dollar. 
 This week there is a considerable amount 

of US data being released; much of the data will 
have a direct influence on US inflation 
expectations. If the data indicates an increased 
probability of inflationary pressure in the US in 
the next 12-18 months, then we would expect to see gold prices push higher again.  
   

Date Economic Agenda Expected  Previous 

EU Zew Economic 

Sentiment 34.1 28.5 

US Building Permits  0.5M 0.5M 

US PPI 0.60% 0.30% 

Tuesday 

16th June 

US Industrial 

production -0.7% -0.5% 

US CPI 0.30% 0.00% 

US current 

Account -85B -133B 

Wednesday 

17th June 

Crude Oil 

Inventories  na -4.4M 

Initial Jobless 

Claims 610K 601K 

Philly Fed 

Manufacturing 

Index -17.8 -22.6 

Thursday 

18th June 

CB Leading index 0.80% 1.00% 

Bullish 
 

•••• The big picture for the dollar 

•••• Potential for a equity market 

correction 

•••• Bargain hunters 

Bearish 
 
•••• Short-covering in the dollar 
•••• Margin calls if equities sell-off 

Outlook 

Short Term Pull back to support $920/15 

Medium Term 
Move up to tackle 

highs at $1,006 

Long Term Set new highs above $1,050 
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Conclusion – Gold’s failure to recapture the $1,000/oz level has made gold vulnerable to liquidation selling and 

some dollar strength has been enough to trigger profit taking. In recent weeks the optimism shown in equity markets 
and for an economic recovery have also increased the opportunity cost of holding gold. However, with equities in 
retreat and with the big picture far from bullish for the dollar, we think this sell-off in gold is providing a better buying 
opportunity and if equity markets undergo a deeper correction then we expect safe-haven buying to channel back into 
gold and silver.  

 
 
 
 

Focus – The correlation between gold and the dollar 
Given the dollar is in focus at the moment it may be appropriate to 

look at the correlation between gold and the dollar in slightly more 
depth. The relationship between gold and currencies is a long 
standing one, dating back to the time of the Gold Standard, although 
since the adoption of fiat currencies the direct link has become 
defunct. Gold is still viewed by some as a non-fiat currency, acting as 
a safe-guard against periods of economic distress and high geo-

political tensions and hence it traditionally has an inverse relationship 
with the US dollar. In the current climate with quantitative easing 
threatening to devalue some major currencies, the fact gold is not 
under any one governments’ control means it may well retain its 
value while other currencies lose theirs. As shown in the 
accompanying chart, the correlation between gold and EUR/USD was 
very strong across most of 2008. The relationship broke down at the 

start of this year with both gold and the dollar acting as safe-havens 
and moving in tandem, particularly in February. However, since May, 
the traditional relationship appears to be back in place, but as a 
result gold could be vulnerable to short-term weakness as the dollar 
wins support having become oversold as the short-dollar trade has 
become overcrowded in recent weeks. 

 
Other observations 

•••• ETF holdings increased  just 2.6 tonnes last week to 1,618.4t.  

Average weekly increase has been 19.25t so far this year. 
•••• ATM 3 month gold options volatilities are 26.4%, up from 

25.9% a month ago, but down from 41.6% in January. 

•••• India imported 17.8 tonnes of gold in May, down 39% yoy 

•••• Expect scale down physical purchases from jewellery 

fabricators, especially if prices drop below $900/oz.  

 

Technical Analysis - Gold 
Having now seen two consecutive weeks of bearish closes with long 
overhead tails, it is easy to see that the metal had strong overhead 
selling pressure. The metal closed last week under the 38.2% 
Fibonacci level from the April 09 low to June 09 High and this 
therefore implies that the metal will look to target the 50% Fibonacci 
level at $925 in the near term. The Stochastics have crossed lower 

with the K% line [yellow line] falling under the D% line. The chart 
also indicates that the metal has fallen out of the bullish trading 
range. Presently we still view this move to the downside as a 
correction and therefore we see the metal rebounding before too 
long. Support is seen at $925, $918 and $905. Resistance is seen at 
$942- $965 and 975. 

 
Technical Analysis – Silver 
Silver, like gold, closed negatively for the second consecutive week.  

As a result, the metal is now threatening to move back under the July 
08 downtrend line, if this occurs it would be very bearish. The metal 
has also fallen under the May uptrend line which is a short term 
concern. Silver has also moved under the 38.2% Fibonacci level from 
the April 09 low to June 09 high. Therefore there is a chance that the 
metal will move to challenge the 50.0% Fibonacci level at $14.04. 

The stochastics are still trending lower so the overall short term 
outlook is bearish. Expect support at $14.30, $14.04, $13.52, with 
resistance likely at $14.56, $14.84 and $15.01. 
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Trader Talk: 
"The large part of the worst is not yet behind us." Dominique Strauss-Kahn; IMF Chief 
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Want to try out our subscription service? Just send us your details to 

trial@thebulliondesk.com or call UK +44 (0)1722 424 380 to confirm you free trail. 

 

 

 

 
 

 

FastMarkets Ltd Disclaimer and Privacy Policy 
 

FastMarkets Ltd has taken every precaution to provide the most accurate information possible. However it is provided without warranty or claim of 

reliability. 

 
PLEASE READ THIS DOCUMENT CAREFULLY BEFORE ACCESSING OR USING THE SITE. BY ACCESSING OR USING THE SITE, YOU AGREE TO BE BOUND BY 

THE TERMS AND CONDITIONS SET FORTH BELOW. IF YOU DO NOT WISH TO BE BOUND BY THESE TERMS AND CONDITIONS, YOU MAY NOT ACCESS OR 

USE THE SITE. BASEMETALS.COM MAY MODIFY THIS AGREEMENT FROM TIME TO TIME, AND SUCH MODIFICATIONS SHALL BE EFFECTIVE IMMEDIATELY 

UPON POSTING OF THE MODIFIED AGREEMENT ON THE SITE. YOU AGREE TO REVIEW THE AGREEMENT PERIODICALLY TO BE AWARE OF SUCH 
MODIFICATIONS AND YOUR CONTINUED ACCESS OR USE OF THE SITE SHALL BE DEEMED YOUR CONCLUSIVE ACCEPTANCE OF THE MODIFIED 

AGREEMENT. 

 

It is accepted by the site visitor on the condition that errors or omissions shall not be made the basis for any claim, demand or cause for action. The 
information and data were obtained from sources believed to be reliable, but we do not guarantee its accuracy. 

 

YOU MAY NOT MODIFY, COPY, REPRODUCE, REPUBLISH, UPLOAD, POST, TRANSMIT, OR DISTRIBUTE, IN ANY MANNER, THE MATERIAL ON THE SITE, 

INCLUDING TEXT, GRAPHICS, CODE ANDOR SOFTWARE. You may print and download portions of material from the different areas of the Site solely for 

your own non-commercial use provided that you agree not to change or delete any copyright or proprietary notices from the materials. You agree to grant 
to FastMarkets Ltd a non-exclusive, royalty-free, worldwide, perpetual license, with the right to sub-license, to reproduce, distribute, transmit, create 

derivative works of, publicly display and publicly perform any materials and other information (including, without limitation, ideas contained therein for 
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FastMarkets Ltd by all means and in any media now known or hereafter developed. You also grant to FastMarkets Ltd the right to use your name in 
connection with the submitted materials and other information as well as in connection with all advertising, marketing and promotional material related 

thereto. You agree that you shall have no recourse against FastMarkets Ltd for any alleged or actual infringement or misappropriation of any proprietary 

right in your communications to FastMarkets Ltd. 

 
YOU ASSUME TOTAL RESPONSIBILITY AND RISK FOR YOUR USE OF THE SITE AND THE INTERNET. FASTMARKETS LTD  PROVIDES THE SITE AND 

RELATED INFORMATION AS IS AND DOES NOT MAKE ANY EXPRESS OR IMPLIED WARRANTIES, REPRESENTATIONS OR ENDORSEMENTS 

WHATSOEVER (INCLUDING WITHOUT LIMITATION WARRANTIES OF TITLE OR NONINFRINGEMENT, OR THE IMPLIED WARRANTIES OF 

MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE) WITH REGARD TO THE SERVICE, ANY MERCHANDISE INFORMATION OR SERVICE 

PROVIDED THROUGH THE SERVICE OR ON THE INTERNET GENERALLY, AND BASEMETALS.COM SHALL NOT BE LIABLE FOR ANY COST OR DAMAGE 
ARISING EITHER DIRECTLY OR INDIRECTLY FROM ANY SUCH TRANSACTION. IT IS SOLELY YOUR RESPONSIBILITY TO EVALUATE THE ACCURACY, 

COMPLETENESS AND USEFULNESS OF ALL OPINIONS, ADVICE, SERVICES, MERCHANDISE AND OTHER INFORMATION PROVIDED THROUGH THE SERVICE 

OR ON THE INTERNET GENERALLY. FASTMARKETS LTD DOES NOT WARRANT THAT THE SERVICE WILL BE UNINTERRUPTED OR ERROR-FREE OR THAT 

DEFECTS IN THE SERVICE WILL BE CORRECTED. 
 

IN NO EVENT WILL FASTMARKETS LTD BE LIABLE FOR (I) ANY INCIDENTAL, CONSEQUENTIAL, OR INDIRECT DAMAGES (INCLUDING, BUT NOT 

LIMITED TO, DAMAGES FOR LOSS OF PROFITS, BUSINESS INTERRUPTION, LOSS OF PROGRAMS OR INFORMATION, AND THE LIKE) ARISING OUT OF THE 

USE OF OR INABILITY TO USE THE SERVICE, OR ANY INFORMATION, OR TRANSACTIONS PROVIDED ON THE SERVICE, OR DOWNLOADED FROM THE 
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