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Daily European Wrap

Given the sideways Gold price ac�on), and the frustra�on that comes with the lack of convic�on &
 intraday choppiness, its useful to outline some influences from op�ons ahead of expiry next Tuesday
and with first no�ce on Friday.
 
The Aug-Dec roll is rela�vely ‘trickier’ since it’s much longer than other tradi�onal rolls (read: more
expensive for investors), especially considering the age-old tac�c / thinking that prices generally dri�
lower into roll period as fast money investors try pressure s�ckier longs to exit, rather than roll.
 
Table 1 shows Gold prices 5days before, and 10days a�er to evaluate how s/t prices generally trade
over expiry.

The 5day leadup into past August op�on expiries is historically rather neutral, with Gold on
average up 0.7%.  – i.e.: $1800 should be the comfort magnet into Tuesdays expiry.
However, the aggregate performance on the 15days over August expiry (5days before and
10days a�er expiry) is historically quite bullish with prices on average rallying 1.4%. That
theore�cally puts Gold at $1830 by the NFP on August 6th.
Yes, there are shortcomings as the dataset is limited (8 expiries) and the high/low ranges are wide.

 
Graph 1 shows combined Open Interest in strikes $1750-$1850 for August expiry, to determine
where dominant posi�oning lies

The aggregate pull is only slightly to the upside with combined OI in $1800-$1850 si�ng at
3.5m oz (vs 3.2mn oz in the $1750-$1800 tranche).
The chunky magnets are $1750 (10K lots), $1850 (9700x), $1800 strike (6700x), & $1825
(4800x).

 
If Gold can technically hold & keep se�lements above the $1795 handle (which has seen 4
aggressive a�empts this week to force a convincing break lower, all followed by stark short
covering), then the data certainly has a bullish bias a�er Tuesday and into the Fed. Then again,
whether Gold conforms to these historical trends, remains to be seen, as it hasn’t gone unno�ced
the series of missed bullish opportuni�es this week (dovish ECB, yield implosion). 
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Although the informa�on in this report has been obtained from and is based upon sources MKS believes to be reliable,
we do not guarantee its accuracy and it may be incomplete or condensed. All opinions and es�mates cons�tute MKS'
judgment as of the date of this report and are subject to change without no�ce. This report is for informa�onal
purposes only and is not intended as investment advice, offer or solicita�on for the purchase or sale of an investment.
This report does not consider or take into account the investment objec�ves or financial situa�on of a par�cular party.
 

MKS PAMP GROUP B.V. | World Trade Center - B Tower, 867 Strawinskylaan, Amsterdam, 1077XX
Netherlands
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