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1. Background to LMEprecious
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LMEprecious

• Gold and Silver exchange traded futures contracts

• Cleared in London

• Settled loco London in unallocated bullion

• On screen daily liquidity from spot out to five years

• Launch date: 10 July 2017

What is 

LMEprecious?
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• Launch date: 10 July 2017

Gold

Silver

• 100 fine troy ounces – quoted in USD

• 5,000 troy ounces – quoted in USD



The changing face of the London market

• Traditional bilateral trading market

• Profound regulatory change

• Increased cost of capital

• Increased cost of trading non-cleared OTC derivatives

• Vaulters, Banks and Traders leave the bullion market
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• Vaulters, Banks and Traders leave the bullion market

• Increased pressure on bilateral credit lines

Need for liquid trading venue with multilateral netting and central clearing



The market drive for LMEprecious

Contract design requirements
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Contract design requirements

• Combines spot liquidity with futures on the same venue

• On-screen tradeable calendar spreads 

• Easy to arb against existing liquid contracts

• Continuous pricing provision at depth

• Ability to execute trades on-screen or phone-broked



Benefits of LMEprecious

Loco London delivery
Price transparency for the 

whole market

Competitive fee structure
Netting benefits for trade 

portfolios

Loco London            

Gold and Silver    
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Spot, daily and monthly 

dates out to 5 years in a 

single liquidity pool

Capital benefits and no 
need for bilateral credit 

limits

Competitive fee structure
portfoliosGold and Silver    

futures contracts



2. How LMEprecious contracts trade
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Trading LMEprecious contracts

TOM

(T+1)

SPOT

(T+2)
(T+3) T+5 T+25

Example: 

monthly calendar 

spread (M1 to M2)

Example: daily 

calendar spread

(T+3 to T+5)

Illustration of linkage between prompt dates
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future

Front 

month

future

2nd

month 

future

spread (M1 to M2)

Example: 

spot to monthly 

calendar spread

(T+3 to T+5)



Tight pricing on-screen out to 5 years

1 year gold: 1.67%/1.72%

5 BPS wide 

3 year gold: 1.88%/1.95% 

7 BPS wide 
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7 BPS wide 

5 year gold: 1.97%/2.09%

12 BPS wide 



Spot prices 

Spot top of book 1-3 ticks 
wide (10c – 30c) 
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Implied pricing combines 
top of book spot with 

spreads to create outright 
prices



Tight on-screen Gold forward spreads

Daily roll quoted at $0.001 
bid / offer spreads

LME charge $0.02 for 
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LME charge $0.02 for 
daily roll of 100 oz. gold

All forward spreads 
quoted on screen at least 

60 lots either side

Note: LMEselect GUI Screen grab c. midday 31 May 2018



Tight on-screen Silver forward spreads

Daily roll top of book c.150 
lots either side

All forward spreads 
quoted on screen at least 
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quoted on screen at least 
30 lots either side

Rapid refresh when prices 
hit, with replacement 
within spread range

Note: LMEselect GUI Screen grab c. midday 31 May 2018



3. Volume and Open Interest
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LMEprecious Volume and Open Interest 
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LMEprecious Open Interest along the curve
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4. Price discovery and the forward curve
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LMElive – free access to live prices
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LMEprecious reference prices
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Trade at settlement basis reference prices

TAS order book snapshot TAS trade blotter view

TAS on spot ($)

Volume Bid Ask Volume

8 0 0.10 3

6 -0.10 0.20 6

4 -0.20 0.30 4

Market Price Volume Time of trade

Spot 0.30 6 11:12:00 AM

Spot 0 7 10:02:24 AM

Spot 0.10 2 08:09:36 AM

Spot -0.10 2 06:09:36 AM

Resulting spot positions

Market Futures price Volume

Spot 1300.30 6

Spot 1300.00 7

Spot 1300.10 2

Spot 1290.90 2
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TAS Order 

book Opens

01.00am 15.00pm - 15.02pm

VWAP Price established at 

$1300.00 

TAS Order 

book Closes

2 lots 2 lots 7 lots 6 lots

Trades matched on the order book 

throughout the day



LME Gold implied forward rates
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*Calculated using the LME Gold spot closing price, and the mid price for each carry on LMEselect at 18.30 London time
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5. Relevance to the Asian market
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Arbitrage opportunities between exchanges

• Ability to manage 

basis risk or trade 

regional supply 

and demand 

dynamics

• Potential margin • Potential margin 

offsets against 

gold positions on 

other exchanges
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Above: SHFE premium observed ranging from $6-18 during 
London afternoon / Shanghai night session



Increased liquidity in Asian trading hours

• Expansion of on-screen 

liquidity provision across 

“Asian hours” from 1 June 

2018

• Additional Asian market 

Clearers due to go live in Clearers due to go live in 

late June 2018

• LMEprecious data free on 

LMElive Summer 2018
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Significance for the Asian bullion market

On-screen access to trade 

loco London market

On-screen liquidity from 

0800 Singapore time

Ability to execute as 

introducing broker

LMEprecious
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Transparent, regulatory 

compliant, trade reported

Cleared: no need for 

bilateral credit lines

Highly cost effective 

access to liquidity

LMEprecious



6. Access to trade LMEprecious contracts
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Trading LMEprecious contracts

General market / Clients

Non Clearing Members

Clearing Members

• Access via LMEprecious Member
• $0.90 per cleared trade

• No joining fees
• $0.50 per cleared trade*

• Default fund contribution
• “B share” purchase requirement
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Clearing Members

Loco London settlement

• Default fund contribution
• “B share” purchase requirement

• LME provides Member interface
• ISVs can provide user interface

• Unallocated bullion settlement (as 
per OTC loco London trading)

Note: * Further reductions available



Access LMEprecious via Members & Brokers

Clearing members:

GCM Goldman Sachs International

GCM
Morgan Stanley & Co. 
International PLC

GCM Société Générale

GCM MAREX Financial Limited

Société Générale

Brokers working LMEprecious:

���� Tradition

���� tullet prebon

���� BGC Partners

���� GFI Group

����
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Non clearing members trading LMEprecious:

����
Morgan Stanley Capital 
Group Inc.

����
OSTC Limited

����
XTX Markets Limited

GCM
Société Générale
International Limited

GCM
BOCI Global Commodities (UK) 
Limited

GCM
ED&F Man Capital Markets 
Limited

ICM ICBC Standard Bank PLC

ICM Natixis

���� ICAP

���� Sunrise Brokers



7. Summary
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Summary – LMEprecious for Asia

• Liquid tradeable loco London spot prices and forward curves

– LMElive – free real time price access

– Free data tools available (contact LMEprecious@lme.com)

• Central Clearing via CCP and cross-margining of positions

• “Asian hours” market making from 1 June 2018

One stop shop for precious metals:• One stop shop for precious metals:

– Spot

– Futures

– Tradeable reference prices*

– Options*

– Traded on-screen and broked vs. anonymous counterparty*
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Note: * Target go-live Q4 2018 subject to regulatory approval



© The London Metal Exchange (the “LME”), 2018. The London Metal Exchange logo is a registered trademark of The London Metal Exchange. 

All rights reserved. All information contained within this document (the “Information”) is provided for reference purposes only. While the LME 
endeavours to ensure the accuracy, reliability and completeness of the Information, neither the LME, nor any of its affiliates makes any 
warranty or representation, express or implied, or accepts any responsibility or liability for, the accuracy, completeness, reliability or suitability 
of the Information for any particular purpose. The LME accepts no liability whatsoever to any person for any loss or damage arising from any 
inaccuracy or omission in the Information or from any consequence, decision, action or non-action based on or in reliance upon the 
Information.  All proposed products described in this document are subject to contract, which may or may not be entered into, and regulatory 
approval, which may or may not be given. Some proposals may also be subject to consultation and therefore may or may not be 
implemented or may be implemented in a modified form. Following the conclusion of a consultation, regulatory approval may or may not be 
given to any proposal put forward.  The terms of these proposed products, should they be launched, may differ from the terms described in 
this document. 
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this document. 

Distribution, redistribution, reproduction, modification or transmission of the Information in whole or in part, in any form or by any means are strictly 
prohibited without the prior written permission of the LME.

The Information does not, and is not intended to, constitute investment advice, commentary or a recommendation to make any investment 
decision. The LME is not acting for any person to whom it has provided the Information.  Persons receiving the Information are not clients of 
the LME and accordingly the LME is not responsible for providing any such persons with regulatory or other protections.  All persons in 
receipt of the Information should obtain independent investment, legal, tax and other relevant advice before making any decisions based on 
the Information.

LME contracts may only be offered or sold to United States foreign futures and options customers by firms registered with the Commodity Futures 
Trading Commission (CFTC), or firms who are permitted to solicit and accept money from US futures and options customers for trading on 
the LME pursuant to CFTC rule 30.10.


