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Precious metals extended their gains for most of April, 
but ran into profit-taking, this was most noticeable in 

Gold as prices approached $700/oz  
 

• Overall investment interest showed signs of 
recovering, although prices seem to have gone too 

far too fast, so are now consolidating 
 
• With the dollar under pressure the outlook for Gold 

remains favourable  
 

• Gold prices may need to retest support at $660/oz or 
$650/oz, but should then resume the up trend  

 
Silver ran into resistance at $14.11/oz and has now 

started to consolidate, expect dips to be well supported   
 

• Longer term investors increased their holding in the 
ETF by 90 tonnes in April  

 
• The PGMs outperformed the other precious metals 

as news of various ETFs emerged  
 

• A broader base of investment buying should boost 
demand for both Platinum and Palladium and see 

prices push higher
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Gold underpinned by good buying, but 
met resistance ahead of $700/oz   
Gold prices spent the last two weeks in 
March and the first two weeks in April 
recovering from the sell-off that started 
in late February following the weakness 
in Chinese equities. However although 
prices set new 2007 highs on April 23 at 
$693.40/oz, prices have lacked the 
energy to rechallenge $700/oz. So far 
profit-taking seems active in the mid 
$690’s/oz and as such it may take the 
market some time to erode overhead 
supply up to $700/oz. Indeed the lack of 
follow through buying seems set to 
trigger disappointed liquidation selling 
that could see prices fall back to the 
$660/oz or $652/oz level. 
 
Strong up tre nd dominates 
Since the rally started to gain ground 
again last October, price have moved 
higher in three waves. The first two 
waves, from trough to peak, moved 
around $90/oz each, although the third 
wave petered out after a $60/oz rise, 
which is somewhat disappointing. 
However, it may be that the rally stopped 
short of expectations because prices ran 
into the psychologically important 
$700/oz level, which proved to be a 
natural selling level. 
 

 
Gold struggling despite weaker dollar 
The proximity of the $700/oz level may 
also explain why Gold prices have not 
reacted more positively to the weaker 
dollar. Basis the dollar index, the dollar 
has fallen from 83.20 in early April to 
81.27, breaking the December 2006 low 
at 82.24. The multi-year low on the 
dollar index is at 80.39 from December 
2004. A breach of this level could well 
increase concern in the financial markets. 
Indeed we are surprised Gold is not 

being bought in anticipation of further 
dollar weakness and as such we think 
Gold has potential to play catch-up. 
However, opinion is mixed as to whether 
the dollar is now likely to bounce as it 
approaches support, or whether it will 
slide further. 
 
Is the dollar facing up to reality? 
Over the past three to four years the 
market has, to varying degrees, been 
concerned that the structural imbalances 
in the world’s financial markets would 
drag the dollar down. Because nothing 
came of it, the market has become 
complacent. However, the risk is still 
there and maybe now that the markets’ 
guard is down, the threat will strike. In 
the past foreign central banks, especially 
in Asia, have recycled their trade 
surpluses by investing in US treasuries, 
but in recent months there has been more 
talk of central bank diversification. In 
addition, with the US facing a slowdown 
in its housing market the outlook for 
consumer spending has deteriorated and 
with consumer spending accounting for 
65% of US GDP, there is an increased 
risk of a slowdown. If the US economy 
starts to struggle then investor interest in 
the US is likely to suffer, which in turn 
could trigger a vicious circle. As such we 
feel there is a risk that the dollar will 
resume its trend lower and that Gold will 
once again be sought after by investors 
looking to diversify their dollar risk.  
 
Record equities deter investor interest 
Following the equity sell-off in February; 
share prices have bounced back 
aggressively and many indices have set 
fresh highs. However, given the outlook 
for the US economy, the equity markets 
look vulnerable and with the dollar also 
looking weak (hence not showing 
confidence in US markets), it would not 
be surprising to see further 
diversification into the likes of Gold as 
investors seek some insurance against 
another equity sell-off.  
 
Fund buying returns  
After the February and March risk 
reduction sell-off, fund interest in Gold 
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has picked up, even though it dipped 
slightly in late April after the market 
failed to climb through $700/oz. On 
March 20, the net fund long position on 
COMEX had dipped to 93,424 contracts, 
but it shot back up to 135,358 contracts 
by April 17, before easing to 133,842 
contracts by April 24. However, over the 
month the long position increased 42%.  
 
But ETF holders  have been sellers  
Although the more speculative money on 
COMEX has ridden the rally in Gold, the 
longer term investor has been less 
enthusiastic.  Indeed although month-on- 
month the combined ETF position 
increased ten tonnes to 651 tonnes, the 
final two weeks has seen redemptions as 
the ETF position peaked at 658 tonnes on 
April 19. Again this suggests that 
investors may be feeling more 
comfortable about the global economic 
outlook and are seeking higher returns in 
other markets. With the ETF investors 
generally sitting on large profits, as are 
recent buyers on COMEX, it is not 
surprising that there has been some 
profit-taking and the absorption of this 
has led to price consolidation. However, 
overall the trend looks robust and 
investor buying is likely to carry prices 
higher still, especially if the dollar 
continues to trend lower. 
 
Signs of Central bank diversification 
Central bank net sales of Gold are 
expected to decline again this year as 
sales under the Central Bank Gold 
Agreement may fall short of quota as 
Germany refrains from selling and as 
other central banks outside the agreement 
increase purchases. Russia has indicated 
that it may buy Gold straight from its 
producers; Qatar has stepped up its 
purchases, although they remain small, 
and a number of state investment 
authorities are also being formed to 
diversify state reserves. Abu Dhabi, 
China and Korea have all recently 
announced new investment agencies. 
 
Technical – approaching a likely low  
The freefall in the stochastic indicators 
and the failed kink higher, as seen in the 

circle on the chart, suggests that we are 
approaching a low, but we may still see 
prices fall further in the short term. On 
previous occasions, see earlier areas 
marked by circles, the same failed kink 
higher in the fast stochastic has led to 
volatile trading and mini-spikes lower. 
These have tended to make good buying 
opportunities especially once the 
technical indicators have crossed higher 
again. The two up trend lines, the upper 
one at $661/oz and the lower one at 
$652/oz, are likely support areas, 
especially the lower one as that coincides 
with the 100 day moving average which 
is at $652.75/oz. As such we expect dip 
buying to turn the market higher before 
too long, but would wait for an upside 
cross on the stochastics to confirm the 
sell off has run its course. 

 
Summary  - The up trend in Gold 
remains in force, even though the latest 
rally has run out of steam early, but most 
likely on the back of profit taking ahead 
of $700/oz. In recent weeks, Gold prices 
have failed to react to ongoing weakness 
in the dollar and with the dollar 
approaching multi-year lows, there is an 
increased risk that the dollar will fall 
further. This is especially so considering 
the medium term outlook for the US 
economy is not strong and there seems a 
growing trend amongst foreign central 
banks to set up investment arms to 
diversify their foreign exchange 
holdings. As such we think the big 
picture for Gold remains constructive 
and we expect to see the rally resume 
before too long.



  
4 of 

 

Gold Statistics 2003 2004 2005 2006 4Q 2006 1Q 2007 Mar-07 Apr-07
London Prices (US$/oz)
AM fix 363.83 409.33 444.87 604.34 614.33 650.45 655.89 680.01
Pm fix 363.32 409.21 444.88 603.77 605.47 650.27 654.90 679.37
Average 363.59 409.30 444.87 604.06 609.90 650.36 655.40 679.69

Parity prices
Australian - A$/oz 558         555         583 801 792         827.51 827         823          
South Africa Rand/kg 85,445    81,868   87,876   126,763 138,644 146,226  149,668 150,443  
Japan Y/g 1,305      1,371     1,519     2,175      2,227      2,409       2,385      2,505      
India Rupee/oz 16,954    18,556   19,642   27,387    27,438    28,705     28,839   28,730    
Lease Rates
1 Month * 0.08 0.08 0.10 0.09 0.10 0.10 0.10 0.11
3 Month * 0.13 0.11 0.11 0.12 0.19 0.13 0.15 0.14
6 Month * 0.23 0.15 0.14 0.12 0.12 0.16 0.16 0.18
12 Month * 0.40 0.25 0.19 0.12 0.11 0.16 0.17 0.17
COMEX - futures contracts
Stocks ('000oz) 2,643      4,547     6,178     7,655      7,517      7,485       7,479      7,603      
Vol (million contracts) 12.24 14.96 15.89 15.92 4              5.58 1.51 1.86
OI ('000 contracts) 229 272 302 323 337         370.80 348 394
CFTC (futures only data)
Net Spec position Long (Short) 70,888    78,084   109,798 96,930    68,003    107,239  95,123   133,842  
TOCOM
Stocks ('000oz) 234         207         193 356         458         397          402 368
Volume  ('000 contracts) 26,637    17,385   17,958   22,228    1,215      1,466       1,664      1,291      
OI ('000 contracts) 413         333         315 305         258         263          238         220          
Other Indicators
FT Au Mines Index 1,395      1,617     1,696     2,421      2,435      2,336       2,304      2,292      
Dow Jones Index 9,035      10,326   10,528   11,457    12,255    12,407     12,400   13,100    
US$ Index 95            87           88 86            84            84             83           82            
Gold Bullion Imports, tonnes (exports)

Dubai 195 502 522 241 
H1

Hong Kong /China (200) (100) (20)

India 647 649 695
Italy 260 260 225
Japan 74 74 73 68
Singapore 72 72 26Q3
South Korea 122 254 40
Taiwan 12 12 22
Turkey 264 251 269 193

Data: Financial Times; Bombay Bullion Association; LBMA; TOCOM; COMEX; CFTC, REUTERS
Figures are period averages unless marked by *, indicating the period end. OI= Open Interest on the exchange
~ = data not available, italics  = estimates Q3 = up to Q3'05
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Silver extended its rebound off the 
March low, before consolidating  
Silver prices continued their advance last 
month, hitting a high at $14.11/oz on 
April 13 when overhead supply started to 
dominate. In last month’s report we 
noticed a pattern on the charts whereby 
the initial up legs were fo llowed by a 
downward spike, before the rallies 
resumed. Although it looked as though a 
down spike was possible in early April, 
in the end it did not materialise until 
April 23. However the pattern still looks 
good, therefore the bout of weakness that 
has taken Silver back to $13.05/oz in 
early May is soon likely to run out of 
steam and thereby provide another 
buying opportunity with a target possibly 
as high as $15/oz.  
 
Silver follows the crowd 
Metal prices in general have spent the 
last two weeks of April consolidating 
early April strength and Silver was no 
exception. With the equity markets in 
rebound mode, it looks as though there 
were better opportunities outside the 
commodities. However this may turn out 
to be an opportunity to get on board 
again. Globally economic growth looks 
robust with strength in China, as seen by 
the 11.1% GDP growth in Q1, boosting 
demand across Asia and with Japan and 
Europe appearing to be stepping up a 
gear too. Hopefully this should help 
offset a likely slowdown in the US, but 
even that maybe delayed further. The 
latest US ISM manufacturing index 
showed strength with a reading of 54.7% 
against expectations of 51%. In such an 
environment, industrial metals should 
remain strong. 
 
Room for more fund interest 
In addition, if the business climate 
remains robust then those funds that 
reduced their exposure to commodities in 
the fourth quarter 2006, may well decide 
to reinvest in the metals again. This is 
especially so considering the equity 
markets are looking over stretched again 
and the equity sell-off at the end of 
February is likely to have increased 

portfolio managers’ desire to diversify 
further.  
 
Silver ETF adds a further 90 tonnes  
The Silver ETF now holds 4,195 tonnes 
of Silver, compared to 4,105 tonnes at 
the end of March and 3,768 tonnes at the 
start of the year. Although the ETF has 
no doubt been bullish for the Silver price, 
the bigger it becomes, the more it may 
act as a dark cloud hanging over the 
market. It is, after all, a highly visible 
and potentially very liquid source of 
supply if the price were right. As it 
stands the ETF position is now 
equivalent to some 15% of annual 
demand, or 8.25 weeks’ worth of 
consumption.  
 

 
Technical   
The current pattern looks similar to the 
previous patterns as indicated by the 
circles. Indeed the circles on the 
stochastic indicators also show that the 
dip in the indicator following the start of 
each up leg, falls short of sinking below 
the previous low. If this pattern repeats 
itself, then we should be looking for an 
imminent rebound. Again the buy signal 
would come once the stochastics 
indicators have crossed higher again.   
 
Summary  
Given the overall bullish outlook for the 
all the metals, plus the weakness in the 
dollar, it does look as though Silver 
should find good underlying support. A 
move back above the April highs at 
$14.11/oz should then put the metal in a 
good position to rechallenge the $15/oz 
level.   
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Silver Statistics

2003 2004 2005 2006 4Q 2006 1Q 2007 Mar-07 Apr-07
London Prices (US$/oz)
Daily Fix 4.88 6.65 7.31 11.55 11.40 13.31 13.18 13.74

Parity (London) prices
Japan (Y/g)  17 22 24.97 41.68 40.53 49.31 47.97 50.64
India (Rupee/oz) 227 301 322.83 524.76 529.45 587.48 579.95 580.79

COMEX – futures contracts
Stocks (Moz)*   111.0 114.5 109.6 112.36 102.17 120.33 126.5 126.5
Vol (million contracts) 4.1 5.0 5.5 5.43 1.35 1.40 0.39 0.38
OI (‘000 contracts)* 94.7 103.4 117.9 112.85 105.97 113.73 111.3 111.4

CFTC (Futures Only Data) non-commercial
Net Positions * 33,414  42,831 39,986  34,830  24,374   40,707   32,078 32,078 

TOCOM
Stocks (Moz)*   0.7 0.5 0.63 0.36      0.35 0.72 1.30 0.27
Futures Vol (‘000 contracts) 1,160    1,473    818       859       47.52 49.56 53.3 42.3
Futures OI (‘000 contracts)* 21.3 24.1 17.84 16.47    15.11 14.21 12.8 14.8

Other Indicators
Gold/Silver ratio* 74.1 61.1 60.60 60.60 52.37 49.51 49.5 50.9

Silver Bullion Imports (tonnes)
USA 3998 4095 4545
UK 2141 1523 1250
Japan 1156 1591 1141 1748
India 3100 2000 3400
Italy 1526 1638 1458
Hong Kong ** (2500) 1748 2576
China (exports) (2500) (3500) (3558)

 * figures are period averages unless marked; ~ not available, italics  = estimate.
** For 2003 data is for Hong Kong and China combined (exports); Q3 = up to Q3'05
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PGMs followed the metals complex 
higher but were boosted by ETF news  
Against a background of strong 
commodity performances in early April, 
the PGM’s received an extra boost when 
news of a Platinum and Palladium ETF 
emerged. Palladium reacted the most as 
prices leapt from lows around $345/oz to 
highs of $384/oz, a rise of 11%, while 
Platinum moved from lows of $1,230/oz 
to a high of $1336/oz, an 8% increase. 
This compared to a 4% rise in Gold over 
the same period. 
 
Response to ETF news fairly subdued 
Considering rumours of an Platinum ETF 
last November saw prices spike 
momentarily to $1,400/oz, April’s rally 
to $1,336/oz on concrete news of launch 
of two PGM ETF’s was somewhat 
subdued. Indeed neither of these 
announcements referred to a US based 
ETF and as one is likely to follow at 
some stage, it is surprising that prices 
have not rallied more in anticipation of a 
US ETF.  
 
PGM demand to rise on back of ETF 
With the outlook for the PGMs looking 
strong anyway as both metals seem to be 
facing growing secular industrial demand 
from electronics, glass and the all 
important auto industry, not to mention 
jewellery demand too, any increase in 
investment demand is likely to make 
things even tighter. As such, it looks like 
demand will grow strongly which in turn 
could underpin prices. Non-essential 
PGM demand, ie from the jewellery 
industry, which accounts for 25% of 
Platinum consumption and 16% of 
Palladium consumption, is therefore 
likely to be the sector of the market that 
suffers the most. However, with the 
industrial applications more price 
inelastic, it will be the demand for 
Platinum jewellery and investors who 
end up determining how high prices go. 
1,740 tonnes of Platinum was used by the 
jewellery industry last year, but that was 
already down 38% from the 2,820 tonnes 
used in 2002. Having already seen 
demand fall that far, it is questionable 
whether jewellery demand will remain as 

price elastic as it has in recent years. 
However in Palladium’s case, the ETF 
may well tighten up the fundamentals 
considerably, by absorbing some of the 
surplus stocks that overhang the market. 
Overall in both metals, the emergence of 
the ETFs is likely to send prices into a 
higher trading band, as has been the case 
with Silver following the launch of the 
Silver ETF last year.  
 
CFTC shows jump in fund interest  
Not surprisingly the announcements that 
ETFs were being launched saw a jump in 
the net long fund positions on NYMEX. 
The Platinum position jumped from 
5,553 contracts to 8,263 contracts, while 
Palladium climbed from 6,650 contracts 
to 10,821 contracts. Again, similar to the 
price action, the reaction seems to have 
been greater on Palladium than in 
Platinum, this seems odd given that 
Platinum has the tighter fundamentals. 
  

 
Technical and Summary  
After the rallies accelerated in mid-April 
prices became overbought and the high 
prices attracted profit-taking. But 
fundamentally the PGMs are well placed 
to rally further after this consolidation.
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PGM Statistics
2003 2004 2005 2006 4Q  2006 1Q  2007 Mar-07 Apr-07

London Prices (US$/oz)
Platinum 698          849          897          1,144        1,132      1,193      1,221      1,280      
Palladium 205          233          200          323           324          345          352          370          
Rhodium 531          980          2,039      4,555        5,060      5,915      6,063      6,301      

Japanese Parity Prices (Y/g)
Platinum 2,501      2,845      3,060      4,118        4,133      4,424      4,429      4,718      
Palladium 736          781          684          1,162        1,182      1,282      1,280      1,364      

South African Parity Prices (Rand/kg)
Platinum 164,523  169,994  177,105  240,309   257,533  268,209  278,838  292,310  

NYMEX Stocks ('000oz)
Platinum 13.9         15.6         22            27              3 5            33            34            34            
Palladium 102.9      646.7      710          1,037        902          700          672          672          

CFTC Futures Only Data Long / (short) non-commercial
Platinum 4,048      2,422      5,931      3,653        1,983      4,769      5,553      8,263      
Palladium 1,528.8   4,115      5,271      4,875        2,492      6,239      6,650      10,821    

Tocom - Platinum
Stocks ('000oz) 16.9         15.5         15.7         14.0          1 3            11            10.7         10.7         
Vol (Million contracts) 14.2         13.9         8.6           11.0          1              1              0.8           0.8           
OI ( '000 contracts) 220.4      183.6      136.9      106           9 1            87            76.7         99.7         

Tocom - Palladium
Stocks ('000oz) 1.6           5.8           22.6         26              2 4            20            18            18            
Vol ('000 contracts) 275          439          323          361           1 4            20            18            22            
OI ( '000 contracts) 3              11            18            15              9              10            9.1           11.8         

Other Indicators (US$/oz)
Pt-Au spread 234          337          457          457           523          541          581          621          
Pt-Pd spread 214          496          701          701           816          846          892          920          

Platinum Bullion imports (kg)
USA 111,000  48,100    28,800 Q3
Japan 50,000    57,000    52,000    65,000

PalladiumBullion imports (kg)
USA 83,000    50,900    52,900    
Japan  41,093    48,300    68,400    77,455
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SCOTIAMOCATTA is a global leader in metals trading, brokerage and finance. As part of Scotia Capital and a 
member of the Scotiabank Group, clients can access a full range of financial products and services. 
 
To obtain additional information on ScotiaMocatta products and services, call one of the offices listed below.  
 
 

CANADA 
Toronto 
Scotia Plaza 
40 King Street West 
Box 4085, Station ‘A’ 
Scotia Plaza 
Toronto, Ontario 
M5W 2X6 

Andy Montano 
andy_montano@scotiacapital.com 
Tel: 1-416-866-7835 
Fax: 1-416-866-6897 
 
UNITED KINGDOM 
London 
Scotia House 
33 Finsbury Square 
London 
EC2A 1BB 

David Wilkinson 
david_wilkinson@scotiacapital.com 
Tel: 44-20-7826-5930 
Fax: 44-20-7826-5948 
 
UNITED STATES 
New York 
One Liberty Plaza 
165 Broadway 
New York, N.Y.  10006 
 

Tim Dinneny 
tim_dinneny@scotiacapital.com 
Tel: 1-212-225-6200 
Fax: 1-212-225-6248 
 
MEXICO  
Mexico City  
Blvd. M. Avila Camacho #1, Piso 11 
Col. Chapultepec Polanco 
Colonia Polanco 11560 
Mexico  
 
Ernesto Hollan  
Ernesto_hollan@scotiacapital.com  
Tel: 52 55 5325 3418  
Fax: 52 55 5325 3527 

INDIA 
Mumbai 
11-13 Maker Chambers VI 
1st Floor 
220 Nariman Point 
Mumbai 400021 

Rajan Venkatesh 
rajan_venkatesh@scotiacapital.com 
Tel: 91-22-2288-0994 (Direct) 
Fax: 91-22-2288-1078 

New Delhi 
Upper Ground Floor 
Dr. Gopal Das Bhavan 
28 Barakhamba Road 
New Delhi 110001 
 
Prem Nath 
Prem.nath@scotiabank.com 
Tel: 91-11-5535-2420 
Fax: 91-11-2335-9342 

Bangalore 
25/2 S.N. Towers 
M.G. Road 
Bangalore 560001 
 

Mahendran Krishnamurthy 
mahendran.Krishnamurthy@scotiabank.com 
Tel: 91-80-2532-5325 
Fax: 91-80-2558-1435 

Coimbatore 
Classic Towers 
1547 Trichy Road 
Coimbatore 641018 
 

Shankara Subramanian 
shankara.subramanian@scotiabank.com 
Tel: 91-422-2301-595 
Fax: 91-422-2301-596 

HONG KONG SAR 
25th Floor, United Centre 
95 Queensway 
Hong Kong 
 

Alice Lam  
alice_lam@scotiacapital.com 
Tel: 852-2861-4788  
Fax: 852-2573-7869 
 
SINGAPORE 
1 Raffles Quay 
#20-01, North Tower 
One Raffles Quay 
Singapore, 048583 
 

Swee Kiang Teo 
Sweekiang_teo@scotiacapital.com 
Tel: 65-6536-3683 
Fax: 65-6534-7825 
 
UNITED ARAB 
EMIRATES 
Dubai 
c/o National Bank of Dubai 
P.O. Box 777 
Dubai 
 

Pramod Mohan 
Pramod_mohan@scotiacapital.com 
Tel: 97 14 228 4757 
Fax: 97 14 228 9090 
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This report has been prepared on behalf of ScotiaMocatta and is not for the use of private individuals. The ScotiaMocatta 
trademark represents the precious metals business of The Bank of Nova Scotia. The Bank of Nova Scotia, a Canadian 
chartered bank, is incorporated in Canada with limited liability. 

 
Opinions, estimates and projections contained herein are subject to change without notice. The information and opinions 
contained herein have been compiled or arrived at from sources believed reliable but no representation or warranty, express 
or implied, is made as to their accuracy or completeness. Neither the Bank of Nova Scotia, its affiliates, employees or agents 
accepts any liability whatsoever for any loss arising from the use of this report or its contents. The Bank of Nova Scotia, its 
affiliates, employees or agents may hold a position in the products contained herein. This report is not a direct offer financial 
promotion, and is not to be construed as, an offer to sell or solicitation of an offer to buy any products whatsoever.  
 
The Bank of Nova Scotia is authorised and regulated by The Financial Services Authority.  
 


