
v. fr ie d  b e r g  &  co> ltd .
IN T E R N A T IO N A L C O M M O D IT Y  BROKERS 
F O R E IG N  E X C H A N G E  DEALERS 
F IN A N C IA L  SERVICES

S4 A D ELA ID E STREET WEST 
T O R O N T O  1 , O N T A R IO , C A N A D A  
TEL i (4 U ) 864*1195 
C AB LE ADDRESS. FR1EDCO T O R O N T O

COMMODITY COMMENTS

November 2 9 th , 1973 
GOLD: dem onetized or rem onetized?

L a st Tuesday th e world was tr e a te d  to  another monetary m irage: D r. A r th e r  B urns, 
Chairman o f  the Fed era l R e s e r v e , announced th a t the Governments o f  B elgiu m , Germany, 
N e th erla n d s,  I t a l y ,  S w itz e r la n d ,  The U n ited  Kingdom £ The U nited  S t a t e s  had agreed to  
end th e  t w o -t ie r  g o ld  market in  e x is te n c e  s in c e  1968. In  the U .S . v ie w , t h i s  a c tio n  
rep resen ted  a fu r th e r  s te p  towards de-em phasizing the r o le  o f  go ld  in  in te r n a tio n a l  
monetary m a tte rs , a s te p  towards d em on etiza tio n . Contray to  American w is h e s , the j o i n t  
communique f a i le d  to  r e f e r  to  A r t i c l e  4 o f  the IMF c h a r te r , w h ic h s tip u la te s  th a t members 
s h a ll  not buy g o ld  a t  a- p r ic e  beyond the p a r ity  d e cla re d  by the IMF nor s e l l  i t  a t a 
low er p r i c e • In  e f f e c t ,  t h is  might have im p lie d  th a t C e n tra l Banks can s e l l  but n ot buy 
g o ld  beyond the o f f i c i a l  f i g u r e . F ra n ce , which was n ot a p a rty  to  the e a r li e r  1968 
agreement e ith e r ', f e l t  th a t enough go ld  t r a f f i c  p r o v is io n s  o f  the IMF have been rendered  
in o p e r a tiv e  to  remove a l l  s e r io u s n e s s  from p re se n t n e g o t ia t io n s .

In  our o p in io n , th e  end o f  the tw o r tie r  go ld  market marks th e b egin n in g o f  g o ld * s  
re m o n e tiza tio n . Here i s  why. The EEC members, having adopted th e now famous "snake in  
the tu n n e l" p o li c y  o f  in te r v e n tio n  found them selves unable to  s e t t l e  d ebts among each  
o th e r  in  the agreed fa sh io n  o f  a p ro p o rtio n  o f  gold & fo r e ig n  c u r r e n c ie s . T his was so  
because g o ld , t h e ir  la r g e s t  s in g le  re serv e  a s s e t , was in  e f f e c t  fro ze n  in  t h e ir  c o ffe r s  
a t the o f f i c i a l  p r i c e  o f  $42,2 0 / o z .,  no one w il l in g  to  pa rt w ith i t  at h a l f  p r i c e . 
C u r io u s ly  enough, t h is  new agreement f o r e s t a l l s  the p o s s i b i l i t y  o f  European C e n tra l  
Banks s e l l i n g  g o ld  on th e fr e e  market to  d e - f r o s t  a re serv e  a s s e t ;  they are now a b le  
t o  tr a n sa c t among each o th er a t the p r e v a ily  fr e e  market p r i c e . I t  a lso  c a r r ie s  some 
e x tra o rd in a ry  (by modern standards) im p lic a tio n s :

a) i t  r e co g n ize s  the fr e e  market p r ic e  as the s o le  a r b ite r  o f  v a lu e s , d e s p ite  
o f f i c i a l  pronouncement th a t the fr e e  market i s  s m a ll, th in  £ i n s i g n i f i c a n t ;

b) retu rn s g o ld  to  i t s  form er r o le  o f  a settlem ent a s s e t , i f  o n ly  f o r  the EEC;
c) fo r c e s  upon th e  EEC a d e fla tio n a r y  econom ic p o li c y  v i s  a v i s  the r e s t  o f  the  

w orld; t h is  i s  so  as a payments im balance o f  one member must be s e t t l e d  with  
some g o ld , an a s s e t  th a t under the p re se n t r u le s  (as viewed by th e U .S .)  cannot 
be rea cq u ired  in  another way e x ce p t by running a payments s u r p lu s .

d) fo r c e s  the U .S .  to  fo llo w  p a r t ia l  c o n v e r t i b i l i t y  l e s t  i t  runs the r is k  o f  
s e e in g  i t s  greenbacks d eleg a ted  to  secondary money.

A c o r o lla r y  to  (a) & (b) i s  an even tu a l r e c o g n itio n  by market p a r tic ip a n ts  th a t  
c o n v e r t i b i l i t y  £ in te r n a tio n a l se ttle m e n t i s  s t i l l  the r e a l fo r c e  behind a r i s e  in  
p r ic e  -  and, o f  c o u r s e , f u l l  c o n v e r t i b i l i t y  cannot be achieved  even a t $150/oz.
A c o r o lla r y  to  (c) i s  th e n e c e s s it y  to  e s t a b lis h  channels fo r  o f f i c i a l  purchases o f  

|g o ld  f o r  th e  purpose o f  adding to  re a l w orld l i q u i d i t y  £ thus a v o id  co m p e titiv e  
d e fla t io n  -  t h is  v i r t u a l ly  guarantees th a t go ld  w il l  be supported on any s i g n i f i c a n t  
p r ic e  d ip s , i f  a worldwide o r  j u s t  European, r e c e s s io n  d evelo p ed .

In  s h o r t , the r e c e n t agreement to  end the 1968 tw o -t ie r  market o f  g o ld  was a 
major s te p  forward in  rem onetizing g o ld . S in c e  t h is  p ro ce ss  r e q u ir e s  a much h igh er  
p r ic e  f o r  th e y e llo w  m e ta l, one i s  fo r c e d  to  conclu de th a t a new £ s i g n i f i c a n t  r is e  
i s  in  th e  making.

TECHNICAL CONSIDERATIONS

E ver s in c e  the f i r s t  week o f  J u l y ,  b u llio n  p r ic e s  have been in  a stea d y d o w h d rift. 
The; f i r s t  c lim a c t ic  wave o f  s e l l i n g  ended in  m id-August when in tra d a y  p r ic e s  re a cte d  to  
the $90/ o z . mark, re co v e rin g  to  94/oz. a t the c lo s e . A f a i r l y  sharp rebound to  $110 was 
fo llo w e d  by a new, £ f a r  more o r d e r ly , phase o f  d e c l in e , r e p r e s e n ta tiv e  o f  s t a l e  b u ll  
l iq u id a t io n . A break below  $97.00 accompanied by news o f  the a b o lit io n  o f  th e two t i e r  
market tr ig g e r e d  some heavy s to p  l o s s  s e l l i n g  with^ p r ic e s  touch ing a t one p o in t  $85/ o z . 
£ \ r e c o v e r in g ito  c lo s e  0 90/ o z . The move to  $85/ o z . rep resen ted  a normal 50% retracem ent 
o f  th e e n t ir e  b u ll  m arket, th e c lo s e  above $90/oz. in d ic a te d  th a t a s u c c e s s fu l  t e s t  o f  
th e  April/M ay l e v e l s  had been made

; By moving above $100, a four-m onths downtrend has been p e n e tr a te d , in d ic a t in g  the  
begin n in g o f  a new £ im portant b u ll  move.
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f CONCLUSION:j ------------------
3 Buy Ja n u a ry, A p r il  o r  J u ly  *74 (Winnipeg) gold  a t the market fo r  an i n i t i a l  t e s t
i o f  th e  $120/127 area b a s is  London. C o n tra ct c o n s is t s  o f  400 o z . ;  margin req u ired  i s
l $ 8 ,0 0 0 .0 0 .

(j TRENDS
•ij

A p r e fa to r y  remark: b u l l i s h  p o s it io n s  are a d vised  h re  d e s p ite  the p r e se n t o i l  
i s it u a t i o n . In  our view : (a) the U n ited  Arab fr o n t  w il l  s lo w ly  break up as o i l  reaches
;j the e x tr a o r d in a r ily  tem pting $15-$16/ b a rrel (w itness N ig e r ia 1 s r e c e n t s a le )  & (b) the
j Bundesbank move to  ca se c r e d it  in  the fa c e  o f  a p o s s ib le  o il- in d u c e d  r e c e s s io n  i s  i n d i -
J •-! c a tio n  th a t the s tr u c tu r a l (i . e . m on o p o listic) c o s t  in f l a t i o n  o f  energy w i l l  be fin a n ce d
i & underw rittern by C e n tra l Banks everyw here. In  s h o r t , the n et e f f e c t  i s  fa r  more b u l l i s h
| than b e a rish  on commodity p r ic e s  -  a t le a s t  in  the sh o rt run .

J December *73 56.45
March '74 50.55

] Ghana*s outturn co n tin u es ra th e r poor & lo o k s  l i k e  we might n ot even make 350,000
i to n s . G rin d ing s are running c lo s e  to  l a s t  y e a r 's  l e v e l s , as in d ic a te d  by the Dutch -
$ f i g u r e s . A t the p resen t o n ly  B r a z il  can save the world from cocoa s t a r v a t io n , but even

‘ then i t  lo o k s  mighty t i g h t .
i
| A downside p en etra tio n  o f  re ce n t October/November lows la ck ed  fo llo w -th r o u g h ; the
•1 d e c lin e  appears to  s u f f e r  from exh a ustion  w h ile  the p u b lic  remains out & sentim ent i s
l e v e r  more b e a r is h . The id e a l in g r e d ie n ts  f o r  a pow erful b u ll-m a r k e t.

Buy March *74 cocoa at the m arket; ig n o re s to p s  & lo o k  fo r  a f i r s t  o b je c t iv e  o f  
62 -  64 c e n ts .

C o ffe e

Robustas contin ue to  ourperform  th e'ir  s lu g g is h  New York s i s t e r ;  today a l l  London 
co n tr a cts  r e g is te r e d  new h ig h s .

This b u l l  market i s  s t i l l  iji  i t s  in fa n t  s ta g e . Add to  p r e v io u r ly  e s ta b lis h e d  lon g  
p o s it io n s .

March *74 65.75
London Robustas January *74 h485./ton
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Copper December *73 101.00
March *74 88.00

Not o n ly  we m issed t h is  market but we s u ffe r e d  some heavy lo s s e s  in  b ea r-sp rea d in g  
sp o t December *73 & March *74 p o s it i o n s .

L i t t l e  change in  t o t a l  world r e fin e d  s to c k s  was shown to  O cto b er. In  the U .S . t o t a l  
s to c k  were 55,310 tons compared to  63.088 tons in  September & 160,972 l a s t  O ctob er; 
o u tsid e  the U .S .A . r e fin e d  s to c k s  end o f  O ctober were 255,813 t o n s , which compared to  
249,392 Si 420,083 f o r  September *73 & O ctober *72 r e s p e c t i v e ly .

We p r e fe r  to  take our lo s s e s  & run.

C o tto n  December *73 81.97
March *74 75.47

The b ig  bear market r a l ly  we e xp ected  l a s t  month has f i n a l  y taken p la c e  w ith p r ic e s  
up as much as 1200 p o in t s .

;; The r a l ly  s t i l l  has a way to  go b e fo re  we in i t r a t e  new sh o rt p o s it i o n s .

G rains Wheat December *73 4.99%
F la x see d  December *73 10.76
Soybeans January *74 6 .0 8  3/4

We are lon g  th e se  markets 04.30%, 9 .4 2 , a 5 .40h r e s p e c t i v e ly .
They are s t i l l  going much h ig h e r . Hold lon g  p o s i t i o n s .

Ic e d  B r o ile r s  May *74 41.00

Going h ig h e r . Remain lo n g .

Orange J u ic e March '74 57.90

a*
tWoS

W hile s u s c e p tib le  to  a la rg e  c o r r e c t io n , th e main trend remains upward.
Would s to p  lon g p o s it io n s  056.00 b a s is  March *74. I f  sto p p e d , would r e -e n te r  

0 51.50 -  52.00 o r  0 60.00 on s to p .

Platinum  January *74 155.20

S t i l l  th e cheapest r e la t iv e  va lue in  the p re cio u s  m atels com plex, i t  i s  a f f l i c t e d  
by the cu rren t concern over fu e l  sa vin g  & i t s  im pact on the c a t a ly t i c  c o n v e r te r .

D isregard a l l  such fe a r s ;  0155/oz. we have d isco u n ted  the end o f  a l l  platinum  
in d u s t r ia l  usage -  a ra th e r n a ive presum ption.

Add a g g r e ss iv e ly  to  p r e v io u s ly  is t a b l is h c d  long p o s it i o n .  ,
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Rubber A p r il  / June *74 40,00 p . per k i l o

j The cu rre n t im pact o f  o i l  cutbacks on s y n t h e t ic  rubber & the March term ination o f
I th e  G SA 's 10,000 tons/month d isp o s a l have added co n sid e ra b le  stre n g h t to  t h i s  m arket.
j L a st month we p o s ite d  th a t a move above 35.20 b a s is  Apr ./ Ju n e  *74 v/ould s ig n a l the
• s t a r t  o f  a move to  41.00 p . , i t s  o ld  h ig h . Th is has taken p la c e  £ w h ile  some p r o fit t a k in g
j i s  in  o r d e r , we e x p e c t th e  4 1 .p . h igh s to  be b e tte r e d  over the n ext few w eeks.

Remain lon g  w ith s to p  0 3 7 .5 0 .

•j S i l v e r  DecemJjer *73 292.90
 ̂ March *74 298.20

S i l v e r  p r ic e  broke out r a th e r  s p e c ta c u la r ly  from a w e ll-d e fin e d  October/November 
:! downtrend accompanied by heavy volume s a l i m i t  lo c k -u p .
| F a cto rs  behind tod a y*s surge a r e :
j 1) a r e v iv a l  in  g o ld  in t e r e s t  ( see  f i r s t  page ) ;
j 2) a su g g estio n  th a t s t o c k p i le  d isp o s a l p la n s would bo sh e lv e d  i n d e f i n i t e l y  &
/: 3) news th a t in d u s tr y  s to c k s  o f  s i l v e r  contin ued  to  d e c lin e  in  the 3rd q u a r te r ,1973

& were down t o  39.1 m illio n  ounces on Septeniber 30th. The low er and o f  Septem ber s to c k s  
i compared w ith  h o ld in g  on Juno 30th o f  4 1.5  m illio n  ou n ces. The Bureau o f  Mines a ls o

rep o rted  th a t consumption o f  s i l v e r  in  the t h ir d  q u a rter t o t a lle d  4 5.2  m ill io n  ounces 
1 compared w ith 52.1 m ill io n  ounces in  the second q u a rter & 32.8 m ill io n  ounces in  J u ly /
:j Septem ber *72. On t h i s  b a s i s , t o t a l  usage f o r  1973 i s  estim a ted  0190 m ill io n  ou n ce s,
j o r about 40 m illio n  ounces more than in  1972.

We e x p e c t p r ic e s  to  move sh a rp ly  higher- o ver the n ex t 4 w eeks, w ith a minimum 
u pside o b je c t iv e  o f  3.35 f o r  March *74.

a •. •: Buy a t m arket.
M
'i Sugar March *74 9.76

| S in c e  our l a s t  l e t t e r ,  sugar p r ic e s  have h i t  a sea son *s high o f  10.84 b a s is  March*74
i 6 , s u b se q u e n tly ,  have f a l le n  o f f  to  as low  as 9 .23  b e fo r e  r e co v e rin g  to  9 .76 -  9 .80 on
* tod a y*s c l o s e .

5 R eversa l form ation s in  both New York 6 London ch a rts  accompanied by a la r g e in c r e a s e
 ̂ in  th e open in t e r e s t  ov e r th e p a st 2 weeks tip p e d  us o f  an impending sh a keout. We th e re ­

in fo r e  a d vised  our c l i e n t s  in  e a sin g  out o f  lon g  p o s it io n s  in  the 9 .9 5 -1 0 .2 5  a rea .
Y esterday * s sharp drop on a heavy 5709 c o n tr a c ts  fo llo w in g  on the h e o l o f  a l i m i t  down 

||. ; : move, had a l l  the earmarks o f  a s u b s ta n tia l l iq u id a t io n  ( the two-day d e c lin e  in  open
3 . in t e r e s t  i s  s u b stc in tia tin g  t h is  p o in t  )& a l l  lo n g  p o s it io n  have been r e in s t a t e d .

jj In  th e background, a le a d in g  tretde house e x p e c ts  a su rp lu s o f  197,000 tons t h is
3 , y e a r,  a lrea d y a much reduced f i g u r e . We co n tin u e to lo o k  f o r  a d i f i c i t  year & an 
m e x p lo s iv e  s it u a t i o n .
i  .

. Add to  p r e v io u s ly  e s ta b lis h e d  lo n g  p o s it i o n s .

* . INTERNATIONAL MONETARY MARKET
}i
% B r i t i s h  Pound March '74 22950

Tj ' In  th e m idst o f  a prom ising lo n g  p o s it io n  o f  March *74  BP 0 23995 we were h i t  by
:;i jan o i l  embargo & not even 13% was a b le  to  b a il  us o u t.

•;? * I f  you are s t i l l  lo n g , s e l l  March *74 BP Q 2 .28 on s to p .

sisi
A lb e r t  D. F ried b erg  
V ic e -P r e s id e n t  
Commodity Futures

* * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * *  
A l l  sta tem en ts made h e r e in , w h ile  not guaranteed, are based on in fo rm a tion  co n sid ered  
r e li a b le  and are b e lie v e d  by us to  be a c c u r a te .


