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Source: SG Research, CBOE, Bloomberg 
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The VIX, MOVE and Gold VIX fall to their lowest levels 

 

THE DEAFENING SILENCE OF CAPITAL MARKETS  

 The value of the VIX Index is calculated from 30-day put and call option prices on the S&P500 traded on the CBOE. Within the underlying 

theoretical framework, it proxies the risk-neutral expectation of S&P500 price return volatility over the next 30 days, quoted as an annualized 

standard deviation.   

 In practice, the VIX, MOVE (derived from ATM options on one-month options on UST) and the Gold VIX (derived from options from the Gold ETF) 

signal the market’s pricing of risk. 
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Source: SG Research 

PCA profile of the BCOM shows fundamentals as principal catalyst in today’s commodity markets   

IDENTIFYING THE DRIVERS OF THE ASSET CLASS 

Principal Component Analysis (PCA) is a statistical tool that allows us to break down commodity price returns and isolate the major explanatory variables. SG has developed a 

PCA model, specifically for commodity markets, that uses 23 different non-fundamental variables. These include measures of inflation, currency changes, credit spreads, implied 

volatility, equity and changes in equity indices. These variables are simplified into three principal components through the PCA process. Each component is a linear combination of 

the original 23 variables that can be mapped to a “real world” factor by examining and interpreting the underlying weightings of these variables. The first factor is defined as a 

macro-related factor, the second a currency factor, and the third an interest rate or liquidity factor. Each of the three factors is linearly regressed against each commodity to 

determine the explanatory power each factor has on the variance of that commodity. The residual, or that which is not explained by the regression process, is attributed to 

fundamentals (specific commodity supply & demand dynamics). 
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NYMEX Heating Oil driven by reflation and global demand growth COMEX Gold recently buoyed by weaker dollar 

COMEX Copper dwindling macro driver ICE Brent is 99% idiosyncratic 

INDIVIDUAL PCA PROFILES TELL MANY STORIES   
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Source: Bloomberg, ICE, SG Research 

Money manager flows on Brent drive front-end of the curve Brent curve backwardation suggest tightening oil market in 2018 

And timespreads break out of contango 
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POSITIONING ON ENERGY COMMODITIES PROVIDING IMPETUS FOR LIFT OFF 
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Source: SG Research 

 Speculative (i.e. non-commercial) net positioning is shown to have a very tight relationship with flat prices, across all commodities (e.g. gold and 

palladium above) 

 Positioning analysis refers to the breakdown of long and short open interest in each commodity market by trader category. It’s purpose is to 

isolate the behavioural patterns across and within each commodity market 

 Positioning analysis bridges fundamental with technical analysis 

 Ultimately, a thorough understanding of market structure allows to anticipate market dynamics, predict inflexion points, gauge potential dry 

powder and sift transitory noise from underlying fundamental trends 

 Positioning data is published by the CFTC and certain exchanges (ICE, LME) 

 

 

Positioning analysis 

Palladium non-commercial net position (‘000 contracts) Gold non-commercial net position (‘000 contracts) 

NON-COMMERCIAL POSITIONING: THE  BELLWETHER OF MARKET SENTIMENT 
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CFTC definitions 
 

Commercial traders include:  

 

Producer/Merchant/Processor/User 

A “producer/merchant/processor/user” is an entity that predominantly 

engages in the production, processing, packing or handling of a physical 

commodity and uses the futures markets to manage or hedge risks 

associated with those activities. 

 

Swap Dealer 

A “swap dealer” is an entity that deals primarily in swaps for a commodity 

and uses the futures markets to manage or hedge the risk associated with 

those swaps transactions. The swap dealer’s counterparties may be 

speculative traders, like hedge funds, or traditional commercial clients 

that are managing risk arising from their dealings in the physical 

commodity. 

 

Non-commercials traders include:  

 

Money Manager 

A “money manager,” for the purpose of this report, is a registered 

commodity trading advisor (CTA); a registered commodity pool operator 

(CPO); or an unregistered fund identified by CFTC.7 These traders are 

engaged in managing and conducting organized futures trading on behalf 

of clients. 

 

Other Reportables 

Every other reportable trader that is not placed into one of the other three 

categories is placed into the “other reportables” category. 

 

 

POSITIONING  ANALYSIS – THE DATA 

Source: SG Research 
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Source: SG Research, Bloomberg, CFTC 

Share of short open interest by trader category Total open interest held by different trading categories 

Share of long open interest by trader category Breakdown of the gold futures market 

APPREHENDING THE GOLD FUTURES MARKET 
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Source: SG Research, Bloomberg. CFTC 

Share of short open interest by trader category 

 

Total open interest held by different trading categories 

 

Share of long open interest by trader category 

 

Current breakdown of the palladium futures market 

 

AND COMPARE IT WITH THE PALLADIUM FUTURES MARKET 
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Source: SG Research, CFTC, Bloomberg 

Share of short open interest by trader category 

 

Total open interest held by different trading categories 

 

Share of long open interest by trader category 

 

Current breakdown of the gasoline futures market 

 

 

… AND COMPARE IT WITH RBOB GASOLINE 
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Source: SG Research (Commodity Compass – The 8 COT equations, one unique solution and who is doing what), CFTC 

Crude commercial trader’s count breakdown by strategy Gold commercial traders’ count breakdown by strategy 

Crude non-commercial traders’ count breakdown by strategy Gold non-commercial traders’ count breakdown by strategy 

WE REVERSED-ENGINEERED THE CFTC COMMITMENT OF TRADERS REPORT 
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COMEX GOLD DRY POWDER (DP) ANALYSIS 

Dry powder analysis (open interest) 
Money Manager (MM) position (y-axis) vs number of MMs (x-axis) 

 

Dry powder analysis (notional $mn) 
Money Manager (MM) dollar exposure (y-axis) vs number of MMs (x-axis) 
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NYMEX PALLADIUM DRY POWDER (DP) ANALYSIS 

Dry powder analysis (open interest) 
Money Manager (MM) position (y-axis) vs number of MMs (x-axis) 

 

Dry powder analysis (notional $mn) 
Money Manager (MM) dollar exposure (y-axis) vs number of MMs (x-axis) 
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NYMEX PLATINUM DRY POWDER (DP) ANALYSIS 

Dry powder analysis (open interest) 
Money Manager (MM) position (y-axis) vs number of MMs (x-axis) 

 

Dry powder analysis (notional $mn) 
Money Manager (MM) dollar exposure (y-axis) vs number of MMs (x-axis) 
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ICE BRENT DRY POWDER (DP) ANALYSIS 

Dry powder analysis (open interest) 
Money Manager (MM) position (y-axis) vs number of MMs (x-axis) 

 

Dry powder analysis (notional $mn) 
Money Manager (MM) dollar exposure (y-axis) vs number of MMs (x-axis) 
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 The SG OBOS indicator defines and identifies 

“oversold” (“overbought”) commodities on a weekly 

basis as those that are lying at the intersection of 

extremes in both short (long) positioning and price 

weakness (strength). 

 

 Commodities within the “oversold” box are trading 

in the bottom 25% of their price 1-year range and 

have a short position expressed as a % of open 

interest more than 75% of the 1-year maximum.  

 

 These commodities are vulnerable to short-

covering (profit-taking). 

Reading key 

A SYSTEMATIC FRAMEWORK: THE SG OVERBOUGHT/OVERSOLD COMMODITY 
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US Natural Gas speculative mismatches 

MISMATCHES IN SPECULATIVE POSITIONS 
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Commodity Compass  
#1 most read in commodities  

12 monthly publications  

49 issues since inception in 2014 

read by 1,500+ clients in 102 countries   

 

Commodity Compass Positioning Analytics  
#2 most read in commodities 

5 proprietary models  

weekly publication 

17 issues since launch in August 2017  

 

 SG RESEARCH │COMMODITIES 

Commodity Compass  
The Commodity Compass research suite, edited by the Societe Generale Cross-

Commodity Strategy team, consists of one monthly publication, one weekly 

analytics dashboard and regular teach-ins with the bank’s clients.  

 

Since its inception, the product’s reach has expanded to cover 24 commodity 

markets in 5 subsectors and isolates fundamental, quantitative and technical 

drivers of the commodity asset class.   
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