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Gold price surges before summer break 
 
After a lengthy phase of weakness, the gold price started 
showing signs of reviving mid-way through the year. 
June saw the precious metal streak ahead by 7%. Ap-
parently quite effortlessly, it breached the USD 1,300 
per ounce mark which had previously held for some 
weeks. So what lies behind this upward correction?  
 
A large part of the June rise was probably driven by the 
futures market. There was much talk of hedge funds 
positioning themselves for a rising gold price. Data from 
the Commodity Futures Trading Commission do indeed 
show a sharp widening of speculative net long positions 
in June. At 150,000 contracts, these positions reached a 
level last seen at the beginning of 2013 and have only 
fallen back slightly since. Such rapid increases in futures 
also carry risks, however, particularly if they are not 
matched by similar movements in other gold price driv-
ers.  
 
Gold price presents mixed picture in 2014 

 
Source: Bloomberg 

 
Physical demand from Asia lower than expected 
Physical demand did not make any positive contribution 
to the price trend. Demand for jewellery, coins and bars 
has fallen short of expectations lately – particularly in 
China and India, the world’s two most important mar-
kets. The lacklustre trend looks set to persist. However, 
we might see a slight rise in gold-buying from mid-August 
onward when India's festive season gets under way. The 
positive trend of demand from Asia looks set to continue 
in the long term.  
 
Gold funds see floor formation – conflicts as price  
drivers? 
As far as exchange-traded gold funds are concerned, 
there were signs of stable investor demand in the first 
half of the year and a floor formation is emerging follow-
ing last year’s massive outflows. The world’s largest ETF 

backed by physical gold, the SPDR Gold Trust, has in-
creased its gold holdings by around 25 tonnes since the 
end of May. And yet two months ago its holdings stood 
at 777 tonnes, their lowest level since December 2008. 
Demand for greater security has hardly been evident in 
recent weeks even though the conflicts surrounding 
Ukraine, the Middle East and Africa are far from over. 
 
June sees rise in speculative positions, floor formation for funds 

 
Source: Bloomberg 
 
Gold price moving sideways 
Gold has recently been trending close to USD 1,300 
again. The yellow metal has certainly held up well since 
the beginning of the year (+8%), but with US interest rate 
rises becoming increasingly topical it is doubtful whether 
gold will continue to soar in the second half of the year. 
Barring extreme events, we expect the third quarter of 
2014 to see gold trading in the range of USD 1,300. As 
a non-interest-bearing investment, moreover, it will come 
under increasing pressure as the economic recovery 
moves forward.  
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