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CAN GOLD FIND A HIGHER RANGE? IT NEEDS A SILVER LINING 

 Monday’s close above USD1,272/oz (50% of range since Oct.) opens a 

potential Head-and-Shoulders pattern with a target of USD1,365/oz-70/oz.  

 Dips ought to remain above USD1,278/oz to allow gains to continue, with 

stops against a failed pattern below 1,265. 

 Interim hurdles lie at USD1,292/oz and USD1,308/oz (see Figure 1). A close 

above these hurdles would underscore the potential that a broader basing 

structure has been underway since June 2013. 

 The push higher in Silver this week is welcome, but it still needs to make a 

more concerted break higher to confirm the moves in gold. 

 This will still be seen as a consolidation rally (establishing a trading range) 

rather than a reversal of gold’s declines from 2011’s USD1,921/oz high. 

FIGURE 1. GOLD DAILY BAR CHART WITH RSI & S.STOCHASTICS 

 

Source: Bloomberg, ANZ 

The break higher this week could trigger a series of gains, through the hurdle zone 

of USD1,292/oz-1,308/oz, towards USD1,365/oz within a broader USD1,180/oz-

1,430/oz trading range established last year. Dips should ideally remain above 

USD1,270/oz. 

Figure 1 shows the potential of a Head-and-Shoulders (H&S) pattern which has 

been forming a base since November. Ideally such a basing pattern would have a 

downwards sloping neckline (the red-dashed line in Figure 1) with the right 

“shoulder” (preceding the break) basing slightly lower than the left shoulder did. 

The above pattern is therefore not seen as potentially powerful as a reversal 

pattern, but should still allow for gains to develop through the range of the past 

eight months. 
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Figure 1 also shows that Gold peaked with a similar (mirrored) H&S pattern in August. This highlights an 

important aspect of H&S patterns. They are more often formed within broad consolidations (effectively 

corrective patterns) than forming dynamic reversal patterns. The fact that the current basing-H&S does not 

conform to the classic pattern suggests that it is a corrective pattern as well.  

Nevertheless, this should allow for a break from the dull price action of the past few months and trigger a 

move through the former support of USD1,292/oz and 50% of range since June at USD1,308/oz.  

The broader view within Figure 2 shows how price action has developed since the 2011 peak. The break below 

USD1,525/oz effectively triggered a range flip to just below USD1,200/oz. Weekly momentum is supportive 

and the current rebounds have the potential to repeat the rebound of mid-2013 and so trigger a retest of the 

USD1,434/oz high of August 2013.  

FIGURE 2. GOLD WEEKLY BAR CHART WITH RSI & S.STOCHASTICS 

 

Source: Bloomberg, ANZ 

Although price action should form some decidedly positive moves in the near term, it is still seen as forming a 
corrective rebound. This implies that the setbacks from the 2011 high formed only the initial leg of a much 

longer term consolidation pattern. The recent lows are therefore seen as forming the base for a series of 
range-defining rebounds over the next 12 months rather than setting up gold for a return to the major rally 
which dominated the preceding ten years.  

Once again it should be noted that the USD1,292/0z-USD1,308/oz area may act as a considerable hurdle for 
further gains and any slippage below USD1,265/oz will undermine the near-term positive profile for gold. 

When looking at potential break outs, technical analysts should look for confirmation of such a break. 
Momentum indicators are used to assist in this, but like instruments, are also used to provide a degree of 

confidence in a potential break. This is a fundamental principle of Classic Dow Theory.  

In the case of gold, silver is often used as a means of confirming a potential break. Figure 3 shows the price 
action of silver over the past nine months in order to assess how convincing the break higher in gold will be. 
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FIGURE 3. SILVER DAILY BAR CHART WITH RSI & S.STOCHASTICS 

 

Source: Bloomberg, ANZ 

Although silver has rebounded relatively soundly off its recent USD19.01/oz low, it has once again faltered at 

the minimal expected retracement resistance level (23.6% on the price range of the past eight months) of 
USD20.32/oz. Daily momentum indicators may be supportive, but a clear break and close above USD20.32/oz 
(ideally with follow through above USD20.65/oz.) is needed to suggest that silver can also form some decent 
upside retracements with targets of USD21.24/oz (38.2%) and USD21.98/oz-USD22.00/oz.  

Failure to gain a close above USD20.30/oz will reduce the confidence in the current break higher in gold. Also, 
a slide below USD19.78/oz. (confirmed below USD19.64/oz.) would undermine recent gains and would 
suggest that both gold and silver are likely to remain within shallower ranges and could even suffer yet 
further retests of recent lows.  
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The distribution of this document or streaming of this video broadcast (as applicable, “publication”) may be restricted by law in certain 
jurisdictions. Persons who receive this publication must inform themselves about and observe all relevant restrictions. 
1. Disclaimer for all jurisdictions, where content is authored by ANZ Research: 
Except if otherwise specified in section 2 below, this publication is issued and distributed in your country/region by Australia and New 
Zealand Banking Group Limited (ABN 11 005 357 522) (“ANZ”), on the basis that it is only for the information of the specified recipient or 
permitted user of the relevant website (collectively, “recipient”). This publication may not be reproduced, distributed or published by any 
recipient for any purpose. It is general information and has been prepared without taking into account the objectives, financial situation or 
needs of any person. Nothing in this publication is intended to be an offer to sell, or a solicitation of an offer to buy, any product, 
instrument or investment, to effect any transaction or to conclude any legal act of any kind. If, despite the foregoing, any services or 
products referred to in this publication are deemed to be offered in the jurisdiction in which this publication is received or accessed, no 
such service or product is intended for nor available to persons resident in that jurisdiction if it would be contradictory to local law or 
regulation. Such local laws, regulations and other limitations always apply with non-exclusive jurisdiction of local courts. Before making an 
investment decision, recipients should seek independent financial, legal, tax and other relevant advice having regard to their particular 
circumstances.  
The views and recommendations expressed in this publication are the author’s. They are based on information known by the author and 
on sources which the author believes to be reliable, but may involve material elements of subjective judgement and analysis. Unless 
specifically stated otherwise: they are current on the date of this publication and are subject to change without notice; and, all price 
information is indicative only. Any of the views and recommendations which comprise estimates, forecasts or other projections, are 
subject to significant uncertainties and contingencies that cannot reasonably be anticipated. On this basis, such views and 
recommendations may not always be achieved or prove to be correct. Indications of past performance in this publication will not 
necessarily be repeated in the future. No representation is being made that any investment will or is likely to achieve profits or losses 
similar to those achieved in the past, or that significant losses will be avoided. Additionally, this publication may contain ‘forward looking 
statements’. Actual events or results or actual performance may differ materially from those reflected or contemplated in such forward 
looking statements. All investments entail a risk and may result in both profits and losses. Foreign currency rates of exchange may 
adversely affect the value, price or income of any products or services described in this publication. The products and services described 
in this publication are not suitable for all investors, and transacting in these products or services may be considered risky. ANZ and its 
related bodies corporate and affiliates, and the officers, employees, contractors and agents of each of them (including the author) 
(“Affiliates”), do not make any representation as to the accuracy, completeness or currency of the views or recommendations expressed 
in this publication. Neither ANZ nor its Affiliates accept any responsibility to inform you of any matter that subsequently comes to their 
notice, which may affect the accuracy, completeness or currency of the information in this publication. 
Except as required by law, and only to the extent so required: neither ANZ nor its Affiliates warrant or guarantee the performance of any 
of the products or services described in this publication or any return on any associated investment; and, ANZ and its Affiliates expressly 
disclaim any responsibility and shall not be liable for any loss, damage, claim, liability, proceedings, cost or expense (“Liability”) arising 
directly or indirectly and whether in tort (including negligence), contract, equity or otherwise out of or in connection with this publication.  
If this publication has been distributed by electronic transmission, such as e-mail, then such transmission cannot be guaranteed to be 
secure or error-free as information could be intercepted, corrupted, lost, destroyed, arrive late or incomplete, or contain viruses. ANZ and 
its Affiliates do not accept any Liability as a result of electronic transmission of this publication. 
ANZ and its Affiliates may have an interest in the subject matter of this publication as follows:  
 They may receive fees from customers for dealing in the products or services described in this publication, and their staff and 

introducers of business may share in such fees or receive a bonus that may be influenced by total sales. 
 They or their customers may have or have had interests or long or short positions in the products or services described in this 

publication, and may at any time make purchases and/or sales in them as principal or agent.  
 They may act or have acted as market-maker in products described in this publication.  
ANZ and its Affiliates may rely on information barriers and other arrangements to control the flow of information contained in one or more 
business areas within ANZ or within its Affiliates into other business areas of ANZ or of its Affiliates.  
Please contact your ANZ point of contact with any questions about this publication including for further information on these disclosures of 
interest. 
2. Country/region specific information: 
Australia. This publication is distributed in Australia by ANZ. ANZ holds an Australian Financial Services licence no. 234527. A copy of 
ANZ's Financial Services Guide is available at http://www.anz.com/documents/AU/aboutANZ/FinancialServicesGuide.pdf and is available 
upon request from your ANZ point of contact. If trading strategies or recommendations are included in this publication, they are solely for 
the information of ‘wholesale clients’ (as defined in section 761G of the Corporations Act 2001 Cth). Persons who receive this publication 
must inform themselves about and observe all relevant restrictions. 
Brazil. This publication is distributed in Brazil by ANZ on a cross border basis and only following request by the recipient. No securities 
are being offered or sold in Brazil under this publication, and no securities have been and will not be registered with the Securities 
Commission - CVM. 
Brunei. Japan. Kuwait. Malaysia. Switzerland. Taiwan. This publication is distributed in each of Brunei, Japan, Kuwait, Malaysia, 
Switzerland and Taiwan by ANZ on a cross-border basis. 
European Economic Area (“EEA”): United Kingdom. ANZ in the United Kingdom is authorised by the Prudential Regulation Authority 
(“PRA”). Subject to regulation by the Financial Conduct Authority (“FCA”) and limited regulation by the PRA. Details about the extent of 
our regulation by the PRA are available from us on request. This publication is distributed in the United Kingdom by ANZ solely for the 
information of persons who would come within the FCA definition of “eligible counterparty” or “professional client”. It is not intended for 
and must not be distributed to any person who would come within the FCA definition of “retail client”. Nothing here excludes or restricts 
any duty or liability to a customer which ANZ may have under the UK Financial Services and Markets Act 2000 or under the regulatory 
system as defined in the Rules of the PRA and the FCA. Germany. This publication is distributed in Germany by the Frankfurt Branch of 
ANZ solely for the information of its clients. Other  EEA countries. This publication is distributed in the EEA by ANZ Bank (Europe) Limited 
(“ANZBEL”) which is authorised by the PRA and regulated by the FCA and the PRA in the United Kingdom, to persons who would come 
within the FCA definition of “eligible counterparty” or “professional client” in other countries in the EEA. This publication is distributed in 
those countries solely for the information of such persons upon their request. It is not intended for, and must not be distributed to, any 
person in those countries who would come within the FCA definition of “retail client”. 
Fiji. For Fiji regulatory purposes, this publication and any views and recommendations are not to be deemed as investment advice. Fiji 
investors must seek licensed professional advice should they wish to make any investment in relation to this publication. 
Hong Kong. This publication is distributed in Hong Kong by the Hong Kong branch of ANZ, which is registered at the Hong Kong 
Monetary Authority to conduct Type 1 (dealing in securities), Type 4 (advising on securities) and Type 6 (advising on corporate finance) 
regulated activities.  The contents of this publication have not been reviewed by any regulatory authority in Hong Kong. If in doubt about 
the contents of this publication, you should obtain independent professional advice. 
India. This publication is distributed in India by ANZ on a cross-border basis. If this publication is received in India, only you (the 
specified recipient) may print it provided that before doing so, you specify on it your name and place of printing. Further copying or 
duplication of this publication is strictly prohibited. 



 

 

 

 

 

IMPORTANT NOTICE 
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