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a. Contracts are for July 1997. 
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Having long ago settleel clon.n after 
the turmoil of the earl!. 1980s. golcl 
prices h;i\.e continuecl to cleclilie 
steaclily from their recent pe:~li o f  
Felx.ciary 1996, as  ha\^ prices o n  
the futilres marliet. 'The cliffercnce 
hetween the spot ancl filtiires price. 
calleel the Ixisis. 11;~s sho~vn less 
movement (as espectecl). although 
the f~lti~rcs price tias esceeclecl the 
spot ~xice 11); a \\.icier m;~rgin since 
late 1996. Normally. the e;lse of stor- 
age ;inel large oiltstanclinp stock of 
golcl 1n;ilte it a fi~ll-carry marl<et. th:lt 
is, on? in \\.liich the I'ut~ires price 
~c1ii;ils the spot price pli~s tlic cost 

of c:irsy (storage ancl financing). 
'l'his i~liplies that fiit~ires prices es- 
ceecl spot prices. producing a neg1- 
ti\.e basis. :I situation lino\vn to f i l -  

tures tr;icler,s ;is a contango. 
1)espite the cont:lngo, other golei 

Iiitiires i11clic;ite :I normal rnarliet. 
n.1iere longer futures co~ltracts h:l\;e 
higher prices. This term st~ucti~re of 
golcl f'ut~lres remains cluite 1ine:lr 
(conq>:~recl with that of i~ltercsr 
r;ites) 2nd lias recently shifted iip- 
\\-;~rcl. The shift represents ;in in- 
crease in the spot price of golcl since 
c:irly hl:ty, altho~igh this is not ;ip- 
~ : I S C I I ~  horn the monthly a\,el.ages of 

the first chart. The spot price in- 
crease clominated falling interest 
sates (.v\.liicli retluce the cost of 
carry, since stosage sates are cln- 
liliely to cli:i~ige milch). 

One import:inl measure of activ- 
ity in any f~1ti1r.e~ marliet is open 
interest-the nilrnl~er of contracts 
fix n.hich clelivery is ohligateel. 
O p ~ 1  interest t>uilcls slo\vly. re:icl~- 
ing its pe;ili :ll~oi~t three months 
befi)re expiration of the cotltract for 
delivery in Ju1). 1997. The clecline 
occilrs \\,lien t~~lclers close o~ t t  their 
positions to :i\.oicl talcing clelively. 
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