
Gold – In Brief 

Gold made an uncertain start in June, hitting cloud base support and then making a steady climb to end the month on the highs, as bond yields declined, equities gave 
up some ground and the Dollar Index recovered in a generally ‘risk off’ environment. The upward surge in Coronavirus continued to make headway in the US in 
particular, and politically, you might make the observation that if certain voters had rejected bloodless ‘managerialism’ in the last few years, then they certainly got 
what they asked for. 

The chart to the left shows that although the EFP and volatility remain elevated, there is a relative return to normality in the spot-futures linkage with rallies in the 

spot producing less of a premium on futures. The chart on the right suggests that fiscal and monetary measure to counter the impact of CoVid 19 will continue to 

support gold. 
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Money and Interest Rates 

The discussion around latent inflationary pressures continues: will the increased dollars circulating through the system be spent, or hoarded? 

It depends largely on how persistent unemployment is (especially as government support for businesses and individuals is removed over time) 
perceptions of  job security, and wealth effects that stem from how deeply the housing market is affected, given that for most people that is their single 
most important asset. So far, inflation expectations remain weak. 

 

 



Quick Overview of Managed Money Positioning in Gold  

After decreasing quite sharply, Managed Money gold longs have returned quite aggressively. The average roll cost between the front month and the 
next active month has stabilised so that the spread averages at just over US$14. This compares with an average in the period July 2017 to mid-
March 2020 of around US$10. So, funds are perhaps quite sanguine about the additional cost of rolling their positions forward on the basis that it 
won’t really impact their total returns. 

  

 

 



There is a still net outflow from the CME over the observed period, however longs have re-established positions aggressively over the latter part of 
June. The increase in open interest since Tuesday the 23rd is not that large, which suggests that recent shorts in the table below have bought back 
their positions, which acts to offset the expansion in open interest as new longs join the market.  

VWAP for the Weekly Change in Managed Money Positions

Week ending on:

(Published 26th June) US$ VWAP Longs Shorts Net change

Tuesday, 23 June 2020 $1,749.68 2,564,800 82,100 2,482,700

Tuesday, 16 June 2020 $1,730.71 953,800 -397,300 1,351,100

Tuesday, 9 June 2020 $1,711.36 -724,800 193,000 -917,800 

Tuesday, 2 June 2020 $1,738.30 -1,191,100 81,500 -1,272,600 

Tuesday, 26 May 2020 $1,735.56 -839,500 558,800 -1,398,300 

Tuesday, 19 May 2020 $1,735.19 994,600 509,900 484,700

Tuesday, 12 May 2020 $1,708.18 168,900 1,271,300 -1,102,400 

     

1,926,700 2,299,300 -372,600 

Gold ETF Change in position 

(Since May the 29st ) 2,775,310

FTozs  

Total change over period 2,402,710

(Futures only)



The mid-month dip in prices was supported near the Turning line, with the price closing above that level, and never looking back. 

 

Support at US$1729 and… US$1618.  

 



Daily Ichimoku Cloud Chart 

It looked as if the breakout from the pennant was some kind of mistake but eventually the price took support from the Daily cloud top and rallied. 

Once above the Turning and Standard lines, those levels have provided good intraday support. 

 



Whichever way you slice the long-term point and figure charts, there is a real absence of targets between current price levels and US$1930 (which 
doesn’t even make an appearance on the US$15 box size version below). 

Either the gold price has to fill that large gap between the current targets, which have been reached, or there is a sizeable chance of a pause in the 
current upsurge.  



Using a box size optimised for recent volatility, upside targets appear to form two bands, one straddling US$1800, which might be brief, and one in 
the US$1827-1837 area.   



The market did drop to the targets around US$1672 in the previous report and has now converged on the US$1784-1785 targets. 

Decent-looking support in the US$1770-1774 range basis the congestion visible below. The break-up out of that area looks really positive. 



 

The inflation-linked yield continues to decline, helping gold upwards. The yield curve/gold relationship may tell a different story, that gold can do well 
as the curve returns to positive territory, not because the positive tilt signals expected growth, but more the increase in M1 flattening near term yields. 

 

 

 

  



The relationship still holds well. Regressing gold prices on the yield shows that the inflation-adjusted yield can explain about 75% of gold’s moves. 



A strengthening bias to 94 before gold outperforms again. 

 



Silver Weekly Ichimoku cloud 

 

Bullish basis the weekly cloud – but also within the range of the past 3-4 years. 

 

Supports US$17.75 / 16.97 / 16.54. 

 

 



More targets emerging to US$20-21. Managed money longs are increasing slowly. 

 

 



Worsening Coronavirus conditions finally overcame positive sentiment arising from massive fiscal and monetary support. 

Support at 2,999 from the Weekly Turning line, 2,970 from the Weekly cloud base and 2,793 from the Weekly Standard line. 

A break of the weekly cloud would target 2,620. 

 



The slight fade alluded to in the May commentary saw the SPX retreat to Weekly Turning Line support quite rapidly. The major trend remains bullish, 
but the existing column is bearish. The remaining upside targets outnumber the downside target 4-1, so it is hard to argue against the recent trend, 
but… 

 



Strong support at 96.40 initially and then 95.70 once the weekly cloud support was breached. The recovery is now running into resistance at the Weekly 
cloud. More bad news on the Coronavirus front should support the dollar. Point and Figure has scope for a rally to 100.42. 

 

 

 



The AUD rebound has spent the whole of June being thwarted by the Weekly Cloud. There is a significant amount of option gamma locally with 0.69 
and 0.6995 strikes in particular helping to keep the AUD in a narrow range. RBA expected to cap above 0.70. The fundamentals are certainly good 
basis recent trade figures and the impact of coronavirus on rival exporters. That makes it harder to do the obvious which is to suggest a move back to 
0.67 and 0.63. 

  



Much less clear than last month, with additional upside and downside targets. Tend to think any rally will be capped around 0.7135. 

 








