
            
            
            
            
            
 

 
 
The above monthly chart provides a long-term perspective of the relationship between 
the price of Comex gold (front month active futures) and that of the CBT 30-year U.S. 
Treasury bonds (also front month active futures).  Although both markets are in long-
term bull cycles, i.e. prices are rising, the spread has been in a generally widening trend 
since 2001 thus reflecting relative upside out performance by gold. 
 
The high point of the ratio occurred at 1.34 in August 2011 when the nearby Comex gold 
futures closed at a monthly record high of $1824.70.  Weakness in the ratio since then 
reflects weakness in gold prices because T-bonds have traded roughly sideways 
(outright price charts are not shown in this analysis).  Severe gold price weakness in 
April-May has moved the ratio marginally below 1.00.  It stands at 0.99 as we write. 
 
Note the significant price-momentum divergence that currently exists:  the price of the 
ratio is at a recent new low whereas the monthly stochastic oscillator values are above 
their last significant low that occurred in September 2012.  That momentum relationship 
implies bullish price expectations for the ratio although the stochastic oscillator must turn 
up out of its ongoing 3-month decline to provide technical confirmation of that 
implication. 
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The value of one Comex gold contract is presently $144,700 ($1447.00 per ounce x 100 
ounces per contract = $144,700).  The value of one CBT U.S. 30-year Treasury Bonds 
contract is presently $145,062.50 ($1450.625 per bond x 100 bonds per contract = 
$145,062.50).  Thus, the Gold/TBonds ratio at approximately .99 presents a trading 
opportunity to spread the two markets contract-for-contract and dollar-for-dollar. 
 
We think that buying gold and selling an equivalent amount of long bonds could be a 
profitable strategy now.  Caveats to consider are: 

  a.) the 2011-2013 decline in gold represents the largest dollar per contract loss 
since the cyclical gold bull market began in 1999.  Therefore, gold prices may be 
vulnerable to further downside pressure. 

  b.) Treasury bonds are in a secular bull cycle that, to-date, is 32 years old.  
Therefore, long bond prices could stay high or continue to make new highs. 
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Note:  Some price points in the inactive front month Comex futures may have been extrapolated from prices in the first 
active month and may reflect either the official exchange session or electronic data that occurs after official exchange 
hours. 
 
Charts constructed with Omega Research SuperCharts and Equis MetaStock. 
Data Source: Commodity Systems Inc.; Reuters DataLink 
 
This report is for informational purposes only and is not intended as an offer or solicitation with respect to the purchase 
or sale of any commodity, futures contract, or option contract.  Although the statements of facts in this report have been 
obtained from and are based upon sources that are believed to be reliable, we do not guarantee their accuracy and any 
such information may be incomplete or condensed.  We do not assume responsibility for typographical or clerical 
errors in this report.  All opinions included in this report are as of the date of this report and are subject to change 
without notice.  Employees of Eidetic Research may hold positions in futures, options or cash markets that are either in 
accordance with, or contrary to, stated conclusions within this report. 

 
 


