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Heading into the second quar-
ter of 2018 we see a shift  in 
leadership within precious met-
als away from gold and towards 
silver, platinum and palladium. 
Th e primary reasons look to 
be the result of less safe haven 
anxiety (off  moderating trade 
war fears) and a revitalized US 
dollar. Certainly some will sug-
gest that global economic sen-
timent has moderated slightly. 
We would suggest that stellar 
Chinese retail sales readings 
and the much better-than-ex-
pected US February nonfarm 
payroll tally confi rm that global 
synchronized growth remains 
in place and that should fos-
ter classic physical/industrial 
demand hope for all physical 
commodities. Furthermore, 
gold sits in the upper quarter of the last 10 months trading range 
while silver, platinum and palladium sit near the bottom of their 
trading ranges over the same time period! 

Certainly gold will continue to derive support from the unrelent-
ing pattern of declining South African gold production. It should 
also benefi t from ideas that Indian and Chinese physical demand 

World Top 5 Silver Mine Producers - 2016

will recover along with the recovery in the global economy. Th e 
primary focus of the gold trade looks to remain on the prospects 
of further weakness in the US dollar, renewed concerns of a trade 
battle between the US and China, and from the general uncer-
tainty from equity markets. However, it now appears that trade 
tensions are moderating, that US rate hike prospects will support 
the Dollar and equity market volatility will moderate. Th erefore, 
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the gold’s primary bullish force 
looks to dissipate. In our opin-
ion a moderating of economic/
trade uncertainty and evidence 
of ongoing moderate global 
synchronized growth will not 
only increase classic demand 
expectations for most metals, 
it should result in a divergence 
between gold and silver, plati-
num and palladium pricing. In 
other words, the month of April 
could see a clear distinction 
between safe haven/currency 
dominated gold price action 
and classic industrial demand 
driven non-gold (silver, plati-
num and palladium) price ac-
tion.

While South African gold 
production remains within a 
long term declining pattern, 
the silver market recently saw 
evidence that Mexican January 
silver production declined by 
13.6%. With Mexico the largest 
producer of silver in the world 
(see chart), a pattern of declin-
ing production should become 
a force that inspires both specu-
lative and physical silver de-
mand. 
 
From a relative price perfor-
mance perspective silver should 
be considered oversold/un-
dervalued fundamentally as it 
recently reached the cheapest 
level versus gold since April 
2016. It should also be noted 
that the speculative crowd has 
all but vacated the long side 

Weekly Nearby Gold/Silver Price Ratio Spread
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Disclaimer

of silver with the non-commercial and non-reportable net long 
COT report positioning in silver falling to the “least long” reading 
since records were compiled.  On the other side of the equation 
recent COT reports showed silver Managed Money traders (see 
chart) were holding a record net short position of 35,172 contracts. 
Th erefore, the bearish sentiment in some sectors of the silver trade 
have potentially reached a zenith. It should also be noted that open 
interest surged 26,992 contacts (14.1%) in just 15 trading sessions 
in late March as funds built up their massive net short. It might not 
take much in the way of gains to see those positions forced out and 
the resulting stop loss buying could catapult prices back toward the 
2018 highs above $17.75. 
 

Suggested Trading Strategies
 
1) BUY May silver on a break to $16.02. Use an objective of $16.86. 
Risk the position to $15.89. 

2) BUY June gold $1,325 puts for $2,000 and then SELL June silver 
$15.75 puts for $900. Use a net combined gain on the combination 
of $1,200. Risk the combination to a net loss of $450. 

Th is report includes information from sources believed to be reliable and accurate as of the date of this publication, but no indepen-
dent verifi cation has been made and we do not guarantee its accuracy or completeness.  Opinions expressed are subject to change 
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Violators are subject to a $15,000 fi ne per violation.


