
20 October 2015 

 

Disclaimer: The information contained in this publication, and in particular the description of individual securities, does not constitute either an offer to buy the products or a solicitation 
to engage in some other transaction. All the information contained in this publication has been carefully selected and originates from sources which the Investment Center of the St. 
Galler Kantonalbank Group considers in principle to be reliable. The opinions or other descriptions presented in this publication are subject to change at any time and without prior 
warning. No guarantee can be given or responsibility assumed regarding the accuracy and completeness of the information. We accept no liability for the correctness of the infor-
mation. 

Analyst: Daniel Wachter, tel.: 044 214 33 71, e-mail: daniel.wachter@sgkb.ch 

 
 
Fed hesitancy helps gold price 
 
The price of gold has trended downwards over the last 
five quarters, and rallies so far have proved short-lived. 
As we near the end of 2015, a new rally is taking 
shape. 
 
When the anticipated interest rate turnaround in the US 
became more tangible last summer, the price of a fine 
ounce of gold hit a new five-year low of below USD 
1,100. Expectations of an initial rate hike have been 
scaled down significantly this year, which has impacted 
the dollar too. By contrast, gold is benefiting from this 
scenario.  
 
Speculators bet on rising gold price 
Once again, the futures market has been contributing to 
the brighter picture. The activity of speculators, who use 
financial derivatives to build up positions, is a key driver 
of the gold market. As the latest data from the US futures 
market shows, recent surges in the gold price have gone 
hand-in-hand with a sharp rise in net long positions. A 
good example of this was seen last year, when the fi-
nancial markets' attention was focused on Greece. Fol-
lowing the announcement of an early Greek presidential 
election right through until the parliamentary elections, 
market bets on a rising gold price increased sharply. 
During this period, the number of futures contracts rose 
by around 100,000, equivalent to more than 300 
tonnes of gold purchases. When these market players 
then exited their positions just as swiftly, gold came 
under pressure once again. The significant build-up of 
futures positions in recent weeks has reversed much of 
the previous decline in the gold price. In the absence of 
other gold price drivers making themselves felt, this de-
velopment rests on solid foundations for now. 
 

Increase in net long positions in the US futures market 
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Still no sign of a turnaround in investor sentiment 
By contrast, gold has received little in the way of support 
from longer-term investors over the last few quarters. This 
much is evident from the development in the holdings of 
funds backed by physical gold. Absolute changes with 
respect to this commodity also highlight the difference to 
the futures market: Whereas speculative investors were 
acquiring futures equivalent to 300 tonnes of gold in the 
run-up to the Greek crisis, gold funds were more slug-
gish, adding just 75 tonnes. In short, fund investors have 
barely been a factor on the demand side over the last 
two years. They have been a much greater factor on the 
supply side, dumping more than 1,000 tonnes of gold 
on the market. Although it is too soon to talk of a sus-
tainable turnaround here, inflows have once again be-
come apparent since the last major wave of selling in 
July. 
 

Outflows from gold funds slowing  
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Conclusion: Gold continues to dance to interest rate tune 
We would treat with caution any forecasts predicting 
that gold is about to embark on a sustained upward 
trajectory. The appetite for purchases is still modest 
among two key groups on the demand side, namely 
investors and the emerging markets. In the short term, 
gold will continue to dance to the tune of future US mon-
etary policy. The first rate hike in the US will come – if 
not this year, then certainly next. This is likely to put the 
price of gold under pressure once again. We see the 
longer-term prospects for gold taking a turn for the better 
once rate hikes in the US have become a given and 
disappear from the financial headlines accordingly.  
 


	Still no sign of a turnaround in investor sentiment
	Conclusion: Gold continues to dance to interest rate tune

