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Opportunities for Leverage and  
Capital Efficiency 

Investors in COMEX Gold futures (GC) are only required to 
provide a small initial margin up front compared to the larger 
capital commitment required to own gold via an ETF. Trading 
Gold futures requires an upfront performance bond margin of 
$5,390 (4%) to take a position in one contract (contract unit: 
100 troy ounces). 

To purchase the same dollar amount of the SPDR Gold ETF 
(GLD) would require approximately $63,885 1, or half the 
contract value, according to Reg-T margins required by 
the Federal Reserve Bank of New York. Due to this margin 
requirement, investing in an ETF offers a maximum leverage 
of 2 times margin amount, whereas a Gold futures position 
offers maximum leverage of approximately 25 times the 
margin amount. 

The leverage available through Gold futures offers a big 
advantage for investors who want to capitalize on a specific 
opportunity in the market. At current prices, assuming 
leverage is maximized at 2 times, a $10,000 investment 
in the SPDR Gold ETF would buy you shares equivalent to 
approximately 16 ounces of gold. 

That same $10,000 placed in a futures margin account 
gives you the ability to take a position that represents 
approximately 200 ounces of gold. By using futures, you have 
more than 12 times the profit potential from the same move in 
the price of gold (see chart).

Description SPDR Gold ETF COMEX Gold Futures

Initial Investment  $10,000  $10,000

Amount of Gold  16 oz.  200 oz.

Value of a $10 move 
in Gold

 $160  $2,000

Return on Investment 1.6% 20.0%

Because leverage also has equal potential to magnify losses, 
however, using the maximum available leverage may not be 
aligned with the average investor’s goals or risk tolerance. The 
amount of leverage used can be reduced by simply adjusting 
the amount of margin on deposit. Giving consideration to 
right-sizing a position within a portfolio and using prudent risk 
management tools such as stop-loss orders can provide some 
protection from potential downside risk resulting from leverage.

1  For illustrative purposes only: As of 12/04/17, 1 Feb 18 Gold futures contract = $1,277.7 * 100 troy ounces = $127,770 * 50% = $63,885.

Flexible Trading Hours

COMEX Gold futures trade nearly 24 hours a day with 
excellent liquidity, reflecting the 24-hour global over-the-
counter (OTC) market for gold. Conversely, Gold ETFs 
typically trade like equities, and are not available to most 
investors on a 24-hour basis. The 24-hour availability for 
futures allows for trading as major market events unfold 
rather than having to wait for the market to open to initiate a 
position, potentially missing trade opportunities. Due to ETFs’ 
restrictive trading hours, investors are subject to overnight 
gap risk: the risk that the ETF price will jump from one level to 
another with no trading in between. This can be problematic 
for traders wishing to use stop-loss or limit orders. 

Deeper Liquidity

With over $40 billion of average daily dollar volume across 
COMEX Gold and Silver futures in 2017, the liquidity of 
COMEX precious metal futures greatly surpasses that of 
comparable ETFs. As shown in the table, and using the 
average daily volume in terms of ounces as the measure of 
liquidity, COMEX Gold futures offer approximately 40 times 
the liquidity when compared to the largest Gold ETF (SPDR 
Gold ETF). 

Similarly, COMEX Silver futures offer approximately 64 times 
the liquidity when compared to the largest Silver ETF (iShares 
Silver Trust ETF). Furthermore, COMEX Gold and Silver 
futures open interest measured in notional value exceeds the 
assets under management of the largest comparable ETFs as 
shown below.
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Liquidity Comparison of Precious Metals 
Futures vs. ETFs2

2017 Average Daily Volume in Ounces (ADV) of Primary 
Futures Market vs. Corresponding ETF

Futures/ETF
Futures ADV 
(Mn Oz)

ETF ADV 
(Mn Oz) Ratio

COMEX Gold Futures/
SPDR Gold ETF

29.00 0.74 39.19

COMEX Silver Futures/
iShares Silver Trust ETF

458.87 7.17 64.00

Open Interest (OI)/Assets Under Management (AUM)

Futures/ETF Futures OI (B) ETF AUM (B) Ratio

COMEX Gold Futures/
SPDR Gold ETF

$63.90 $34.90 1.83

COMEX Silver Futures/
iShares Silver Trust ETF

$15.68 $5.41 2.90

Market Impact 

This large liquidity differential between futures and ETFs 
could have an impact on execution costs, specifically market 
impact. Market impact measures the adverse price movement 
caused by the act of executing an order. As the previous table 
shows, COMEX Gold futures on average trade approximately 
40 times as much as the largest comparable ETF. 

Although the average bid/ask percentage of the larger, more 
liquid ETFs appear to be on par with futures, a large ETF 
trade could potentially move the market to a much greater 
extent when compared to futures. For example, an order of 
$1,000,000 represents less than .003 percent of average 
daily notional value of trades in Gold futures ($37.4B), but 0.11 
percent of average daily dollar volume of the GLD ETF ($0.9B).

Tax Implications3

Gold futures have the potential to be a more tax-efficient 
vehicle for short-term trades compared to Gold ETFs. 
Taxation of capital gains on a futures position follows IRS 
Section 1256, meaning capital gains on Gold futures held for 
one year or less are treated as a 60 percent long-term gains 
and 40 percent short-term gains for tax purposes. Assuming 

2 As of 12/29/2017. Source: CME Group, Bloomberg.

3   Please note this is not intended to be advice regarding tax treatment and it is advised that you contact a professional tax attorney or accountant for information 
that is applicable to your specific situation.

4  (60 percent*37 percent maximum short-term capital gains tax rate) + (40 percent*20 percent maximum long-term capital gains tax rate). Tax rates reflect 2018 
short-term and long-term capital gains rates.

an investor is in the top marginal tax bracket, this results in a 
blended maximum effective short-term rate of approximately 
30.2 percent4. Gold ETFs are taxed as collectibles, and 
therefore are taxed at the maximum short-term capital gains 
tax rate of 37 percent for positions held for one year or less. 

Easier to Short

Investors attempting to take advantage of the negative 
performance of a precious metal can choose to go short 
either ETFs or futures. The process of shorting an ETF, 
however, often can be costly and complicated. 

To short an ETF, an investor will borrow ETF shares from a 
broker and sell those shares with the intention of buying them 
back later at a lower price, profiting from the decline in price. 
The investor must deposit an initial minimum deposit of  
50 percent of the sale price due to the Fed’s Regulation T 
margin requirements. 

Additionally, the broker will charge the short seller borrowing 
fees for the ETF shares lent. The lending rates on shares 
borrowed vary based on market interest rates, the size of the 
margin loan, the broker offering the loan and demand for the 
security being lent. For a typical retail investor, the cost to borrow 
shares of an ETF typically range from 2% to 10% (annualized) 
and varies based on average daily debit balance.

When trading futures, it’s just as easy to initiate a trade from 
the short side by selling a contract as it is from the long side. 
The futures short seller does not need to borrow shares or 
pay the associated borrowing fees but instead posts a margin 
deposit or performance bond to secure the transaction. The 
same limitations to the use of leverage when going long an 
ETF also apply when taking a short position in an ETF, again 
limiting the flexibility of the investment vehicle. 

Conclusion

Precious metal ETFs may have their place in a diversified long-
term investment portfolio; however, the many drawbacks and 
limitations of ETFs outlined within make it clear that COMEX 
Precious Metals futures are an alternative investment vehicle. 



Futures trading is not suitable for all investors, and involves the risk of loss. Futures are a leveraged investment, and because only a percentage of a contract’s value is required to trade, it is possible to lose 
more than the amount of money deposited for a futures position. Therefore, traders should only use funds that they can afford to lose without affecting their lifestyles. Aand only a portion of those funds should 
be devoted to any one trade because they cannot expect to profit on every trade. All examples in this brochure are hypothetical situations, used for explanation purposes only, and should not be considered 
investment advice or the results of actual market experience.
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situations of any recipients of this brochure and recipients should obtain appropriate professional advice before acting on or relying on the information set out in this brochure. The information in this brochure 
should not be considered as an offer, invitation or solicitation to buy or sell any futures, options contracts or any other financial products or services. CME Group assumes no responsibility for any errors or 
omissions. Additionally, all examples in this brochure are hypothetical situations, used for explanation purposes only, and should not be considered investment advice or the results of actual market experience. 
All matters pertaining to rules and specifications herein are made subject to and are superseded by official CME, CBOT, NYMEX and COMEX rules. Current CME, CBOT, NYMEX and COMEX rules should be 
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