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Silver jumps by 7%, but a look at the gold-silver
ratio suggests there's still more upside on the table
A quick look at the comparative price charts for gold and silver over the past
five years draws an interesting conclusion.
Because although the gold price has been pushing new five-year highs for
some weeks now, and since January has traded consistently above where it
was at five years ago, climbing all the while, the same is not true of silver.
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Yes, silver had a good run last week, when it pushed through the US$18.00
mark for the first time since early 2017. Nonetheless, silver is still trading at
lower than where it was five years ago, suggesting two things.
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The first is that the elastic nature of the gold-silver ratio continues to hold true.
Under orthodox thinking, as the two most investable of the precious metals,
silver and gold should theoretically trade in tandem, rising and falling together
as sentiment and the price of the US dollar changes.
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What tends to happen though is that gold moves first, silver then lags for while and then suddenly rebounds to catch up
fast. That's the effect that we witnessed over the week or so, when silver moved suddenly from US$17.00 an ounce up
to nearly US$18.50 in short order.
To be more precise: on 22nd August gold was trading at US$1,498 an ounce. By 30 August it had risen by just under
2% to US$1,524, a nice gain for the bulls, especially since it's now consolidating above the US$1,500 mark.
Silver by comparison, was trading at US$17.04 on 22nd August, and by 30 August had moved up to US$18.38, a rise of
more than 7%.
But of course that significant outperformance came after a significant period of lag, as a result of the elastic nature of
the gold silver ratio.
What tends to happen is that investors focus on primarily gold, and only secondarily on silver, and it's only when the
gold-silver ratio becomes significantly wider than usual that the money and the attention gets switched temporarily to
silver.
Which brings us to the second point about the current silver price: it's still trading lower than where it was five years
ago. The same cannot be said of gold at all, with gold now trading more than 20% higher. The obvious conclusion to
draw? - there's still more upside in silver.
Or to frame the same notion slightly differently, back in early 2014 just 67 ounces of silver bought you an ounce of gold.
Today, it's 83.
Still, there are some caveats to this way of thinking.
The first is of course that if the US dollar strengthens significantly in the coming months, the value of both metals will
inevitably drop in dollar terms, no matter what's happening to the gold-silver ratio itself.
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Another is that in terms of demand silver is a slightly more complex market, since it has widespread use in industrial
applications, including photography and electronics. That extra dynamic means that sentiment towards silver can
sometimes be geared towards the global economic output in the same way that copper is: the more economic activity
there is, the better it is for prices.
The same is not true in any way of gold, which moves with the dollar and is highly sensitive to economic risk, volatility
and negative investor sentiment towards markets in general.
Silver in a sense is the better hedge. But that's also why when the gold silver ratio widens it's always silver that's getting
discounted and never gold.
And silver always comes back to gold in the end, which is why sophisticated investors watch for the elastic to stretch,
and then pile in in numbers.

Proactive Investors facilitate the largest global investor network across 4 continents in 4 languages. With a team of analysts
journalists & professional investors Proactive produce independent coverage on 1000's of companies across every sector for private
investors,
private
client
brokers,
fund
managers
and
international
investor
communities.
Contact us

+44 (0)207 989 0813

action@proactiveinvestors.com

No investment advice
The Company is a publisher. You understand and agree that no content published on the Site constitutes a recommendation that any particular security,
portfolio of securities, transaction, or investment strategy is suitable or advisable for any specific person. You understand that the Content on the Site is
provided for information purposes only, and none of the information contained on the Site constitutes an offer, solicitation or recommendation to buy or sell a
security. You understand that the Company receives either monetary or securities compensation for our services. We stand to benefit from any volume which
any Content on the Site may generate.
You further understand that none of the information providers or their affiliates will advise you personally concerning the nature, potential, advisability,
value, suitability or profitability of any particular security, portfolio of securities, transaction, investment, investment strategy, or other matter.
You understand that the Site may contain opinions from time to time with regard to securities mentioned in other products, including Company-related
products, and that those opinions may be different from those obtained by using another product related to the Company. You understand and agree that
contributors may write about securities in which they or their firms have a position, and that they may trade such securities for their own account. In cases
where the position is held at the time of publication and such position is known to the Company, appropriate disclosure is made. However, you understand and
agree that at the time of any transaction that you make, one or more contributors may have a position in the securities written about. You understand that price
and other data is supplied by sources believed to be reliable, that the calculations herein are made using such data, and that neither such data nor such
calculations are guaranteed by these sources, the Company, the information providers or any other person or entity, and may not be complete or accurate.
From time to time, reference may be made in our marketing materials to prior articles and opinions we have published. These references may be
selective, may reference only a portion of an article or recommendation, and are likely not to be current. As markets change continuously, previously published
information and data may not be current and should not be relied upon.
The Site does not, and is not intended to, provide investment, tax, accounting, legal or insurance advice, and is not and should not be construed as
providing any of the foregoing. You should consult an attorney or other relevant professional regarding your specific legal, tax, investment or other needs as
tailored
to
your
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situation.

www.proactiveinvestors.co.uk

www.proactiveinvestors.com

www.proactiveinvestors.com.au

ca.proactiveinvestors.com

www.proactiveinvestors.de

United Kingdom

North America

Australia

Canada

Germany

www.proactiveinvestors.co.uk
Powered by TCPDF (www.tcpdf.org)

The Business Centre 6 Wool House, 74 Back Church Lane

London, E1 1AF

United Kingdom Company No. 05639690

VAT No. 87207082

