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Disclaimer
The slides here that accompany the live equity presentation will occasionally mention financial 
instruments that are not tradable for all retail clients, depending on the relevant appropriateness test. 
Financial instruments mentioned can range from low to high risk, and our thoughts on the market 
should not be viewed as investment recommendations, but inspiration and information to gain a better 
understanding of current market dynamics.



Slide 2  |  Commodities |  19. august 2024

Strong year for precious metals

Name

180%
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What drives a commodity bull cycle ?

Source: Saxo

▪ Fragmentation with focus on reshoring and friend-
shoring pushing up demand for, and prices of key 
commodities

▪ Green transformation supporting demand for industrial 
metals towards “new” energy 

▪ Structural long-term inflation driving demand for 
tangible assets

▪ Tight supply of some commodities due to rising 
funding costs and lower investment appetite driven by 
ESG, investor and lending restrictions

▪ Climate change creating a more volatile production 
environment => Food nationalism & protectionism

▪ Geopolitics: sanctions, conflicts, export restrictions, 
trade wars

Duration determined by:

▪ Prolonged period of mismatch between rising demand 
and inelastic supply

▪ Supply/demand imbalances take years to correct
▪ High start-up capex for new projects and falling ore 

grades
    

Invesco Bloomberg Commodity UCITS ETF
Tracking BCOM Total Return Index

China’s explosive 
growth decade

Post GFC stimulus 
in US and China

Covid 19, stimulus 
and Ukraine war
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Contango (ample supply) versus backwardation (tight supply)

Futures forward-curve
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What drives gold’s bull market?

▪ Geopolitical risks – Russia/Ukraine, Middle East
▪ Strong retail demand in China – alternative to falling 

property sector and currency hedge
▪ Record demand from central banks – geopolitical 

uncertainty and de-dollarization. Offering security that 
other assets may not provide

▪ US presidential election – Both candidates willing to 
spend money they haven’t got

▪ Rising debt-to-GDP raios – Raising concerns about 
the quality of debt (default)

▪ Incoming US rate cuts - Lowering funding 
(opportunity) cost of holding a non-yielding asset

▪ ETF demand - Increased demand from interest rate 
sensitive investors who have been net sellers since 
2022

Source: Saxo

XAUUSD
(Monthly)
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Where gold goes, silver goes but faster (with a little help from copper)

Source: Saxo

XAGUSD
(Monthly)

Gold-silver ratio
(Weekly)
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Source: Saxo

Copper: Mismatch between short- and long-term demand outlook
Miners are facing rising cash costs driven among others by:

▪ Higher input prices (diesel, electric and labor)
▪ Lower ore grades
▪ Rising regulatory costs and government intervention
▪ Climate change: Disruptions from flooding to lack of water (A 

returning El Niño could trigger heavy rains in Chile, restricting access 
to mines) 

▪ First discovery to first metal has risen to 12 years (from 8)
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Crude oil: OPEC+ cuts => rising spare capacity & China woes

Source: Saxo

Source: Saxo

OPEC’s price floor
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Agriculture: Softs vs Grains

Source: Bloomberg
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What is the Commitment of Traders Report ?

Source: Saxo

Speculator behavior:
Instead of causing them, hedge funds & CTA’s and other large 
speculators tend to anticipate, accelerate and amplify price 
changes that has been set in motion by fundamentals. Being 
followers of momentum, this strategy often sees this group of 
traders buy into strength and sell into weakness, meaning that they 
are often found holding the biggest long near the peak of a cycle or 
the biggest short position ahead of a through in the market
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COT: Recent developments 

Source: Saxo
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Where to find us?



Disclaimer
The Saxo Bank Group entities each provide execution-only service and access to Analysis permitting a person to view and/or use content available on 
or via the website. This content is not intended to and does not change or expand on the execution-only service. Such access and use are at all times 
subject to (i) The Terms of Use; (ii) Full Disclaimer; (iii) The Risk Warning; (iv) the Rules of Engagement and (v) Notices applying to Saxo News & 
Research and/or its content in addition (where relevant) to the terms governing the use of hyperlinks on the website of a member of the Saxo Bank 
Group by which access to Saxo News & Research is gained. Such content is therefore provided as no more than information. In particular no advice is 
intended to be provided or to be relied on as provided nor endorsed by any Saxo Bank Group entity; nor is it to be construed as solicitation or an 
incentive provided to subscribe for or sell or purchase any financial instrument. All trading or investments you make must be pursuant to your own 
unprompted and informed self-directed decision. As such no Saxo Bank Group entity will have or be liable for any losses that you may sustain as a 
result of any investment decision made in reliance on information which is available on Saxo News & Research or as a result of the use of the Saxo 
News & Research. Orders given and trades effected are deemed intended to be given or effected for the account of the customer with the Saxo Bank 
Group entity operating in the jurisdiction in which the customer resides and/or with whom the customer opened and maintains his/her trading account. 
Saxo News & Research does not contain (and should not be construed as containing) financial, investment, tax or trading advice or advice of any sort 
offered, recommended or endorsed by Saxo Bank Group and should not be construed as a record of our trading prices, or as an offer, incentive or 
solicitation for the subscription, sale or purchase in any financial instrument. To the extent that any content is construed as investment research, you 
must note and accept that the content was not intended to and has not been prepared in accordance with legal requirements designed to promote the 
independence of investment research and as such, would be considered as a marketing communication under relevant laws.

Please read our disclaimers: 
Notification on Non-Independent Investment Research (https://www.home.saxo/legal/niird/notification) 
Full disclaimer (https://www.home.saxo/legal/disclaimer/saxo-disclaimer) 
Full disclaimer (https://www.home.saxo/legal/saxoselect-disclaimer/disclaimer)
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