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SILVER UNDERPERFORMS GOLD, BUT FOR HOW LONG?
In June 2019, gold prices broke out, rising 10% in the month. Silver on the other hand, only gained 6% in the month. Based 

on WisdomTree’s internal forecast model, we expect silver to rise from US$15.3/oz at end of June 2019 to US$17.0/oz at end 

of December 2019, before retreating to US$16.5/oz at end of June 2020. Thus, on a one-year horizon, we expect close to a 

7% gain in silver prices which is higher than the 5% gain we expect for gold. However, silver is unlikely to fully catchup with 

gold’s recent price performance.

SILVER IN A DEFICIT
Silver was in a supply deficit in 2018 – that is excluding Exchange traded products (ETP) and futures exchange inventory, 

demand for the metal outstripped its supply – contrary to the World Silver Institute’s November 2018 forecast1. That reverses 

the surplus from 2017. When the World Silver Institute published its confirmed 2018 numbers in April 20192, we would have 

expected this correction to drive silver prices higher. Yet silver languished in comparison to gold. 
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SILVER OUTLOOK Q2 2020: RALLY 
TO CONTINUE, BUT UNLIKELY TO 
FULLY CATCHUP WITH GOLD

PHYSICAL SILVER SUPPLY-DEMAND BALANCE

Historical performance is not an indication of future performance and any Investments may go down in value.
Source: GFMS Refinitv, Silver Institute, WisdomTree, data available as of close 6 June 2019

1 https://www.silverinstitute.org/wp-content/uploads/2018/11/2018_Interim_Report_PR.pdf

2 https://www.silverinstitute.org/global-silver-demand-4-2018-fueled-soaring-investment-demand-along-rising-jewelry-silverware-offtake/

-0,2

-0,2

-0,1

-0,1

0,0

0,1

0,1

0,2

2004 2005 2006 2007

M
ill

io
n 

o
un

ce
s

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

1 https://www.silverinstitute.org/wp-content/uploads/2018/11/2018_Interim_Report_PR.pdf

https://www.silverinstitute.org/global-silver-demand-4-2018-fueled-soaring-investment-demand-along-rising-jewelry-silverware-offtake/
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SILVER LAGGING GOLD
While gold has been rallying in recent weeks, silver has failed to move with the same muster. The gold-to-silver ratio is at 

the highest since 1991 and far more than a standard deviation above its historic average since 1990.

SILVER’S CLOSE TIES TO GOLD
Silver historically is 80% correlated with gold. So when its yellow cousin rallies, we expect silver to rally. In the past month 

when gold had risen 10%, silver only gained 6%. That latent rally is typical of silver – it doesn’t always move as quickly as 

gold, but if gold’s moves are decisive, it tends to follow.

OUTLOOK FOR SILVER
As we have articulated in Silver outlook: Searching for a silver lining, silver is closely correlated with gold and hence gold 

prices are the most important determinant of silver prices. But in contrast to gold -which is almost solely driven by economic 

and monetary variables - the physical supply and demand for silver matter. In our model for silver we proxy demand for 

the metal using global Purchasing Manger Indices (PMIs), given that more than 50% of silver demand is from industrial 

applications. We proxy supply by (lagged) mining capital expenditure: as mining investment rises, we expect with a lag, 

some increase in metal supply. We also proxy supply using futures market exchange inventory of silver. The more inventory 

on exchange, the more easily available silver will be. Because it is difficult getting timely data on aggregate silver inventory, 

we use exchange inventory as a proxy.

Gold prices – which is the most important component of our silver model – are rising. We expect gold to rise to US$1480/

oz by Q2 2020 in the absence of any major geopolitical shocks, US Dollar depreciation or decline in 10-year Treasury yields 

(see Gold above US$1400, where next?)

GOLD TO SILVER RATIO
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Historical performance is not an indication of future performance and any Investments may go down in value.
Source: Bloomberg, WisdomTree, data available as of close 4 June 2019

https://www.wisdomtree.eu/en-gb/blog/2018-07-02/silver-outlook
https://www.wisdomtree.eu/en-gb/blog/2019-06-26/gold-above-us-1400-where-next
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GOLD PRICE FORECAST

TOP 100 MINERS CAPITAL EXPENDITURE GROWTH
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Forecasts are not an indicator of future performance and any investments are subject to risks and uncertainties.

Historical performance is not an indication of future performance and any Investments may go down in value.

Source: WisdomTree Model Forecasts, Bloomberg Historical Data, data available as of 20 June 2019 

Source: Bloomberg, WisdomTree, data available as of close 4 June 2019

Given that mining capex had been rising, we expect more metal supply to pressure silver prices.

-100%

-80%

-60%

-40%

-20%

0%

20%

40%

60%

80%

100%

-30%

-20%

-10%

0%

10%

20%

30%

40%

1997 1999 2001 2003 2005 2007 2009 2011 2013 2015 2017 2019

Ind
ex level (yo

y%
)

C
A

PE
X

 (1
2m

th
 la

g
 y

o
y%

)

Mining companies capital expenditure (CAPEX), Left

Bloomberg Industrial Metals Subindex, Right



4

WisdomTree.com    +44 (0) 207 448 4330

For Professional Clients Only

WisdomTree MARKETING INSIGHTS

Exchange inventory for silver has been growing unabated, and which will also pressure silver prices. 

Global manufacturing PMIs are falling and we don’t expect a strong turnaround in the coming year with trade frictions 

between the US and China (and between the US and a number of other countries) hindering manufacturing supply chains.

COMEX SILVER INVENTORY

GLOBAL MANUFACTURING PMIS

Source: Bloomberg, WisdomTree, data available as of close 4 June 2018

Source: Bloomberg, WisdomTree, data available as of close 4 June 2019
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Historical performance is not an indication of future performance and any Investments may go down in value.

Forecasts are not an indicator of future performance and any investments are subject to risks and uncertainties.
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Factoring all this into our model, we expect silver prices to rise to US$16.5/oz by Q2 2020, up 7% from Q2 2019 levels. That 

is more than the expected 5% increase in gold’s price from Q2 2019 levels, but not enough to bring down the gold-to-silver 

ratio back to normal levels (i.e. it will still be more than 1 standard deviation above the average). To bring the gold-to-silver 

ratio back to average, the price of silver would need to rise to over US$22/oz.

In conclusion, we expect silver prices to rise, playing true to its correlation with gold. However, due to the poorer industrial 

outlook and likely rising supply of silver, the gold-to-silver ratio is likely to remain elevated.

SILVER PRICE FORECAST

Source: WisdomTree Model Forecasts, Bloomberg Historical Data, data available as of close 26 June 2019
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Forecasts are not an indicator of future performance and any investments are subject to risks and uncertainties.



IMPORTANT INFORMATION

Communications issued in the European Economic Area (“EEA”): This document has been issued and 
approved by WisdomTree Ireland Limited, which is authorised and regulated by the Central Bank of Ireland.

Communications issued in jurisdictions outside of the EEA: This document has been issued and approved by 
WisdomTree UK Limited, which is authorised and regulated by the United Kingdom Financial Conduct Authority.

WisdomTree Ireland Limited and WisdomTree UK Limited are each referred to as “WisdomTree” (as applicable). 
Our Conflicts of Interest Policy and Inventory are available on request. 

For professional clients only. The information contained in this document is for your general information 
only and is neither an offer for sale nor a solicitation of an offer to buy securities or shares. This document 
should not be used as the basis for any investment decision. Investments may go up or down in value and 
you may lose some or all of the amount invested. Past performance is not necessarily a guide to future 
performance. Any decision to invest should be based on the information contained in the appropriate 
prospectus and after seeking independent investment, tax and legal advice. 

This document is not, and under no circumstances is to be construed as, an advertisement or any other step in 
furtherance of a public offering of shares or securities in the United States or any province or territory thereof. 
Neither this document nor any copy hereof should be taken, transmitted or distributed (directly or indirectly) into 
the United States. 

This document may contain independent market commentary prepared by WisdomTree based on publicly 
available information. Although WisdomTree endeavours to ensure the accuracy of the content in this document, 
WisdomTree does not warrant or guarantee its accuracy or correctness. Any third party data providers used 
to source the information in this document make no warranties or representation of any kind relating to such 
data. Where WisdomTree has expressed its own opinions related to product or market activity, these views 
may change. Neither WisdomTree, nor any affiliate, nor any of their respective officers, directors, partners, or 
employees accepts any liability whatsoever for any direct or consequential loss arising from any use of this 
document or its contents.

This document may contain forward looking statements including statements regarding current expectations 
or beliefs with regards to the performance of certain assets classes and/or sectors. Forward looking statements 
are subject to certain risks, uncertainties and assumptions. There can be no assurance that such statements will 
be accurate and actual results could differ materially from those anticipated in such statements. WisdomTree 
strongly recommends that you do not place undue reliance on these forward-looking statements.

Any historical performance included in this document may be based on back testing. Back testing is the process 
of evaluating an investment strategy by applying it to historical data to simulate what the performance of such 
strategy would have been. However, back tested performance is purely hypothetical and is provided in this 
document solely for informational purposes. Back tested data does not represent actual performance and should 
not be interpreted as an indication of actual or future performance. 
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