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Last month we called for a 
temporary top in gold, and the 
market ended up posting a high 
to low slide of $56. For March, 
we are looking to pick a bottom 
on a further correction below 
the early February consolida-
tion range bound by $1313 
and $1309. In the near term we 
think the gold market will con-
tinue to be dominated by the 
action in the dollar and by fears 
of higher US interest rates. 

It appears that the pendulum of 
expectations on the number of 
rate hikes this year has swung 
to four, with some portions of 
the fi nancial markets expecting 
as many as fi ve! It also appears 
that the recent positive correla-
tion between equities and gold 
is being reversed, as good news 
on the economy would add to the rate hike concerns at this point. 
Fortunately for the gold market bulls, anxiety from the equity mar-
ket crash in early February may have soft ened the economic data 
from that period, and it could temporarily forestall the rate-hike 
threat. 

Gold COT Futures & Options
Non Commercial & Non Reportable Net Position

Number Of Contracts

Th e spec and fund net long positions in gold and silver have proba-
bly come down somewhat in the recent selloff s, but those positions 
were quite loft y to begin with, which means the gold market could 
be vulnerable to additional long liquidation ahead. Th e Commit-
ments of Traders as of February 20th showed non-commercial and 
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non-reportable traders holding 
a combined net long position 
230,965 contracts in gold. Our 
idea of a “balanced” position 
would be around 150,000 con-
tracts net long. 

One fi nal issue that may provide 
some spillover pressure on gold 
and silver in the coming weeks 
would be a correction in crude 
oil, which appears vulnerable at 
this time.

From a longer term perspective, 
strong economic conditions in 
China and India (as evidenced 
by the strength in Chinese 
crude oil and LNG imports and 
record-high Indian oil imports 
in January) would seem to be 
very conducive to increased 
physical and investment buying 
of gold in those two nations. 
Th at element of global demand 
has been missing for the better 
part of four years.

Some recent forecasts have both 
India and Chinese gold demand 
climbing back towards 1000 
tonnes per year, and that could 
certainly off set the negative im-
pact from higher interest rates 
and a stronger dollar. We also 
think that recent CPI and PPI 
readings in the US are fi nally 
starting to indicate a transition 
from a lack of  infl ation to a 
mild “refl ation,” at the monthly 
infl ation readings appear to 
have broken out to the upside 
(see enclosed chart).
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Disclaimer

Upcoming scheduled data in the US will become increasingly im-
portant to gold, as it will infl uence the market’s expectations ahead 
of the March FOMC meeting. We are looking to buy gold on a con-
tinuation of the recent washout, but given the market’s tendency 
toward volatile action at the end a downtrend, would wait for a 
spike down towards $1306 in the April contract.

Suggested Trading Strategy
 
BUY April Gold at $1306 with an objective of $1362. Risk the trade 
to $1287.

Th is report includes information from sources believed to be reliable and accurate as of the date of this publication, but no 
independent verifi cation has been made and we do not guarantee its accuracy or completeness.  Opinions expressed are 
subject to change without notice.  Th is report should not be construed as a request to engage in any transaction involving 
the purchase or sale of a futures contract and/or commodity option thereon.  Th e risk of loss in trading futures contracts or 
commodity options can be substantial, and investors should carefully consider the inherent risks of such an investment in 
light of their fi nancial condition.  Any reproduction or retransmission of this report without the express written consent of 
Th e Hightower Report is strictly prohibited. Violators are subject to a $15,000 fi ne per violation.


