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Biiwii Commentary 
 

eResearch Corporation is pleased to provide an article, courtesy of Biiwii.com, and written by 

Keith Weiner of Monetary Metals, with a link to information on the website provided. 

 

The article, starting on the next page, is entitled: “Gold & Silver Capitulation”.  

 
Biiwii.com was created in mid-2000 solely as a way to help get the message out about 

deeply-rooted problems about too much debt and leverage within the financial system. 
The concerns were confirmed and the message proved justified 3 to 4 years later as the 
system began to purge these distortions, resulting in a climactic washout extending 

from October, 2008 to March, 2009.   
 
Along the way, a geek-like interest in technical analysis, a long-time interest in human 

psychology, and various unique macro market ratio indicators were added to the mix, 
with the result being a financial market newsletter (and dynamic interim updates), 
Notes From The Rabbit Hole (NFTRH) that combines these attributes to provide a 

service that is engaged and successful in all market environments by employing risk 
management first, and opportunity for speculation second. 
 

 

But It Is What It Is: You can access Biiwii at its website: www.biiwii.com. 
 

Notes From The Rabbit Hole: You can access NFTRH at its website: www.NFTRH.com 

 
 
 

eResearch was established in 2000 as Canada's first equity issuer-sponsored research organization. As a 

primary source for professional investment research, our Subscribers (subscription is free!!!) benefit by 

having written research on a variety of small- and mid-cap, under-covered companies. We also provide 

unsponsored research reports on middle and larger-sized companies, using a combination of fundamental 

and technical analysis. We complement our corporate research coverage with a diversified selection of 

informative, insightful, and thought-provoking research publications from a wide variety of investment 

professionals. We provide our professional investment research and analysis directly to our extensive 

subscriber network of discerning investors, and electronically through our website: www.eResearch.ca. 

 

Bob Weir, CFA 

Director of Research  

 
Note: All of the comments, views, opinions, suggestions, recommendations, etc., contained in this Article, and which 

is distributed by eResearch Corporation, are strictly those of the Author and do not necessarily reflect those of  

eResearch Corporation. 
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Gold & Silver Capitulation 

By Keith Weiner of Monetary Metals 

The big news this week was the flash crash in silver late on 6 July.  We will publish a separate 
forensic analysis of this, as there is a lot to say and see. 
 
It is hard to tell—we don’t have the tools to measure such a thing—but it seems like the hype and 
aggression from the gold bugs and conspiracy theorists is reaching a fever pitch. For example, 
one high-profile commentator, whose reputation goes way beyond the world of gold, claimed 
that 1.8 million ounces of gold were sold in a few seconds on June 26. A contract is 100oz, so 
that means 18,000 contracts. Surprisingly (so often these guys are off by orders of magnitude), 
this is in line with the data in our own analysis. 
 
On a typical day, it is common for 250,000 (active month) contracts to change hands. This is 
about 777 tons. That conspiracy theorist compares this quantity to the amount produced by the 
miners. He does not acknowledge that virtually all of the gold ever mined in human history is 
still in human hands, and all of that metal is potential supply, at the right price and under the 
right conditions. 
 
There is another point. Of course, in a free market there would be no futures market in gold or 
silver. A futures market is for goods that are produced seasonally, but consumed throughout the 
year. It is a market for warehousing. 
 
There would be an interest-rate market for gold, i.e. a bond market. A gold futures market is a 
bizarre creature, a Frankenstein created by the artificial environment of irredeemable currencies 
and laws that force everyone to use them. 
 
A futures market for gold is a mechanism to turn gold into a chip in the casino, just another way 
for speculators to bet on the price action, to generation profits in dollars. Like all other 
derivatives markets, the gold futures market offers leverage so that traders can maximize profits 
even when price moves are small. 
 
Of course, big leveraged positions mean big risk. That is why traders must set tight stop-loss 
orders, creating opportunities for other speculators to hunt for stop-loss levels, adding more risk 
to the casino. And it is also the basis (no pun intended) of our basis analysis. We like to see how 
much these leveraged bettors are moving the price. 
 
Anyways, back to the idea of peak hype. We think, but again it is hard to tell, that this 
corresponds to peak desperation from those who sell gold for a living. Profits per ounce are 
down, and so are ounces sold. The reality is that it is a moribund market out there today. If you 
have a frank and sober discussion with your local dealer—it may help to do this over a beer or 
two—you will get the same answer. There is little buying action at retail. 
 
Peak hype, peak desperation, all selling in the streets with little buying… we are not technicians 
and do not focus on sentiment… but this description sounds like the definition of capitulation. 
 

http://biiwii.com/wp/
http://biiwii.com/wp/
https://monetary-metals.com/
https://monetary-metals.com/what-really-happened-when-gold-crashed-monday-june-26/


      Biiwii.com  

 

 

 

eResearch Corporation ~  3  ~ www.eresearch.ca 

 

We would think that, by now, the hipsters have about exhausted their credibility, having 
predicted 100 of the past zero moonshots since 2011. Of course, even if now is the price low, 
these stopped-clocks are not correct for a bullish prediction. Their writing is not really 
prediction, but sales pitch, perennially perma-bull. 
 
Also, we would add something important. Even if this is a capitulation low, that does not 
necessarily a mean a moonshot to $5,000 or even $2,000.  We don’t expect that, and won’t 
expect it without evidence of a much more serious shift in the fundamentals. We would expect a 
normal trading bounce within the range and perhaps a few bucks over $1,300. 
 
As always, we are interested in the fundamentals. Did the market change in a durable way? Are 
gold and silver being devalued? Is it time to capitulate and avoid the rush? 
 
Monetary Metals publishes the only true measure of the fundamentals. But first charts of their 
prices and the gold-silver ratio. 
 

 
 
 
 
 
 

<continued> 
 
 
 
 

http://biiwii.com/wp/
http://biiwii.com/wp/
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Next, this is a graph of the gold price measured in silver, otherwise known as the gold-to-silver 
ratio. The ratio moved up sharply this week, to a new high for the move, over 78. 
 

 
 

 

In this graph above, we show both bid and offer prices for the gold-silver ratio. If you were to 
sell gold on the “bid” and buy silver at the “ask”, that is the lower bid price. Conversely, if you 
sold silver on the “bid” and bought gold at the “offer”, that is the higher offer price. 

For each metal, we will look at a graph of the basis and co-basis overlaid with the price of the 
dollar in terms of the respective metal. It will make it easier to provide brief commentary. The 
dollar will be represented in green, the basis in blue, and co-basis in red. 

Here is the gold graph. 

http://biiwii.com/wp/
http://biiwii.com/wp/
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We had a rising price of the dollar (the mirror image of the falling price of gold). Look at it rise.  

 

Those who are all-in on the dollar (which is most people) must be feeling pretty smug right now, 

unless they measure their dollar against its derivatives such as euro, pound, etc. This is a similar 

mistake as measuring gold in dollars. 

 

In any case, note the rising backwardation in August gold. Now well over +0.3%. For the 

October and December contracts, the co-basis is -0.2% and -1%. So it is still a temporary 

backwardation, though October is a ways into the future and -0.2% is high. 

 

Our calculated gold fundamental price actually rose about $11 (chart here), to $1345. 

 

Now let us look at silver. 

 

http://biiwii.com/wp/
http://biiwii.com/wp/
https://monetary-metals.com/thought-leadership/data-science-charts/gold-fundamentals/#au_fundamental_3m
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Last week, the September silver co-basis hit 0, the same as gold. This week it’s over +0.9%. The 

December co-basis is 0. That is interesting. 

 

Zero is an interesting number for the co-basis, because it is the margin where de-carrying 

becomes profitable. De-carrying is when you sell metal and buy a futures contract to recover the 

position. This trade does not require credit, only the metal. 

 

Last week, we said: 

It should be interesting to see if the co-basis moves firmly into positive territory this 
week. 
And how! Of course, this was with the dollar rising very sharply in silver terms, from 
1.85 grams silver to 2g. 

 

Our calculated silver fundamental price did correct a bit, 26 cents to $17.59. See here for a graph 

showing the discount (green) or premium (red) for silver. The discount is even greater this week 

than last week. 

 

 

 

http://biiwii.com/wp/
http://biiwii.com/wp/
https://monetary-metals.com/thought-leadership/data-science-charts/silver-fundamentals/#ag_fundamental_premium_3m
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Biiwii/NFTRH on the Web 

NFTRH and Biiwii.com commentary and technical analysis have regularly been published, 

highlighted and/or quoted at SeekingAlpha, Investing.com, MarketWatch, Yahoo Finance, 

Ino.com, TalkMarkets and many more since 2004. 

Biiwii.com is proud to be included in the 50 Blogs Every Serious Trader Should Read from 

TraderHQ.com. 

  

Biiwii: but it is what it is 

NFTRH: Notes From The Rabbit Hole 

 
 

 

http://biiwii.com/wp/
http://biiwii.com/wp/
http://nftrh.com/
http://biiwii.com/wp/about-tos/biiwiinftrh-on-the-web/biiwii.com
http://seekingalpha.com/
http://www.investing.com/
http://www.marketwatch.com/
http://finance.yahoo.com/
http://www.ino.com/?a_aid=CD150
http://www.talkmarkets.com/home
http://traderhq.com/best-trading-blogs
http://traderhq.com/

