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July 172 153.50 P
Comex Warehouse Stocks 106.484.000;9nch

Discouraged liquidation drove Silver prices down more than 300 points in the first
tvo “trading days of this abbreviated week., The myth of the gold-silver price relation-"
ship vas once again demonstrated as gold bullion prices soared to new record highs. © This
divergence comes as no suprise to readers of our Comments. BRI

For the last few months-we have repeatedly stated that the continuation of the
silver mini-bull market hinged on it being able to hold the major uptrend line connectln"?
the inteirmediate lows since lovember '70. An intact uptrend was indicative of upside
momentun, of continued speculative interest. The moment the latter began to falter, B s
silver prices were bound to fall as the weight of the onerous contango made itself be . @ i =7
felt. 1Indeed, it is not beyond the realm of possibility that equilibrium in the supply ' -
and demand world of physical silver could be attained at far lower levels t&aﬁ 1. 60/oz._:'§,7=

Let us make oursclves clear: there is no shortage of silver in the. world today nor’
is there a major pwoduction shortfall. It is only when speculative demand is factored'
into the total equation that demand outstrips supply. But speculative damand ‘feeds. 1tse1f
on potential users demand and when the latter is seen to falter (for whatever:reason) the - i
former vanishes rather quickly. This phenonenn is well known in the bond market vhere ! ..
professional mark ups cammot have any worthwhile follow-through if ultimate retail demand
does not support it. If one cools speculative demand further by confusing the investing,
public with price ceilings, thus robbing it of upside potential, equilibrium” nust in-
evitably be found at the cduccd level of denand characteristic of the’ phjsical sector.
proof that a true shortage does not exist is simply the fact that supply is fo;thcoulng
at prices below the ceiling. -
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. The peal: in speculative demand was reached in mid-December: coznc1denta11“ :ith tﬁé:; F,
huge attack on the U.S. dollar and the subsequent doubts casted on the Smithsonian agree-' - |
ment. Open interest peaked out, then, at slightly over 51,000 contracts, an historically . i =
high level. S e

Subsequently, prices moved up in-sympathy with gold prices as the latter movéd. from -
approximately $ 42/oz to $ 48%/oz, but remained in a broad 12¢ range until late April.’ . = o
Cpen interest had declined to 44,000 contracts, indicating that speculative enthusiasm: ' "t
was on the wune . R
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The total blow came with the growing realization that silver Had; rove “on. ult
consuner demand and not just on rising gold prices. Almost simultaneously,'gn unclear

ruling concerning a ceiling on silver prices clouded the picture and’ speculat1ve‘int
noscdived as evidence by the sharp decline of open interest to 36,000: contracts.'

" The marlet must now find a new level of equllibrlun, one that will factor in.a‘much
reduced level of speculative demand. Price itself is a potent source.of potential
speculative demand and silver has a very large following of 'bargain hunters', "-This. -can
be attested by the fact that silver prices bottomed out in October '71 with'a rlsing opc¢ :
interest, a most unusual event in the annals of cormodity future° prices where 11qu1dation~ﬁ
is almost prequisite for sound bottoms.

Onc can expect prices to work lower over the next few weeks perhaps retracing 509
of the tctal advance (appro:imately 148,00 basis July '72). Uhere one goes from thcre
vill depend greatly on the level of consumer demand, the standard bearers of- rlslng
comaodity prices.

Establish short positions on rallies of 100 points.

CC2PLR
July %72 49,20
December 172 50.50

A smaller than cipected drop in LUMZ tarechouse Stocks and settlement of strikes = |
at two large forcign copper producing facilities triggered at £ 5 decline in London .
Copper which was duplicated and later e:xiceeded, in New Yorke.

Workers at Chile's L1 Teniente mine and Japanese smelters returned to work N
carlier in the week. The LI Warchousc report showed a drop of only 575 toms, to 156 6bu_‘
tons as against an expected 1,000 tons.

T;ade 's should still kcep to the sidelines but investors may consider a acaled
dovm purchase progran as prices may still work 100 points lower.

icep in close contact.

2LATI UL

July '72  199.00
January '73- 112.10

Prices continued to display technical strength this past week as new recovery highs.
re reached. :

T?latinun remains the best speculation in the metal area and advise. continued
accuznulation. :

Protcctive stops may be raised to 104.00 basis January '73.

TZCHNICAL TRENDS
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The Bull ilarket continues intact with deferred contracts bettering the August '71
highs. ‘
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Continuc to hold long positions with short term traders plac1ﬁ"";tbp at ZQ,ZS
basis July '72. Tosition traders can rislk the major uptzend at 26.0C. - o

June '72 37.20

Remain long raising June stops to 36.90.

CCTTOi!
July '72  40.51

Remain on the sidelines as uptrends have been badly maulded and a serious dccllﬁ.A
is a streng probability. :
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July '72 110,60
September '72 105,20

Continuc to buy necarby contracts on dips for a move to 120 basis July '72.

TICRLD SUGAR §F 11

July 172 7.17

Long posittons may be waintained raising stops to 6.9C basis July '72.
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All statenents wmade herein, while not juaranteed, are based on information
censidered reliable and are believed by us to he accurate. '



