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Over the course of 2020, investors 
living in an uncertain world turned 
to the most traditional safe havens as 
equity markets collapsed, negative 
interest rates were posited and 
currencies were debased. 

The price of gold spiked more 
than 30% higher than it began the 
year, but silver outshone its yellow 
counterpart, rising 121% from its 
March lows to more than $27 per 
ounce by September, according to 
data from BullionVault.

In 2021, ‘the devil’s metal’ has 
already proven its reputation, 
rising 18% in less than a week 
and falling 11% just three days 
later, with some commentators 
pointing the finger at Reddit 
day traders, who vowed to “kill 
the banks with SLV” by turning 
their purchasing power to 
physically backed exchange-
traded commodities, although 
the reality of this is debated both 
by professional investors and 
Redditors themselves.

Regardless, media coverage of 
the spat saw increased interest in 
the metal, with over 1bn ounces 
of silver traded on both 1 and 2 
February, while iShares added 
more than 70m ounces to its Silver 
Trust (SLV) over just two days.

Silver’s popularity seems to 
have no end in sight, with London 
Bullion Market Association 
(LBMA)’s 2021 forecast predicting 
price gains for the metal to outstrip 
gold three times over, although 

some commentators are now 
questioning the sustainability of 
such interest.

SLV
Between 2012 and 2020, the 
amount of silver residing in 
iShares Silver Trust stayed 
within the bounds of 300m-360m 
ounces, but between March 
2020 and February 2021, the 
world’s largest physically backed 
silver ETC bought more than 

300m ounces of the metal to 
meet investor demand, almost 
doubling its decade-long average 
in less than a year.

According to Silver Institute 
estimates, net investment in 
silver ETPs increased 329% on 
the previous year and reached a 
record level of 1.18bn ounces on 
3 February 2021, of which more 
than half is owned by SLV.

This figure is now greater 
than the average annual supply 
of silver for the past decade, of 
which roughly half is consumed 
by industrial demand every year, 
according to Philip Newman, 
director of Metals Focus.

There is debate as to how much 
LBMA-backed silver is currently 
owned by ETCs, with a recent 
Bank of America survey putting 
the figure at 84%, Metals Focus 
believing “around 75%”, and 
LBMA itself estimating  
70%, but the consensus shows the 
vast majority is under  
passive administration.
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All of these factors lead Ned Naylor-
Leyland, manager of the Merian 
Gold and Silver fund, to question 
the sustainability of this demand, 
describing the confluence of 
increased investor interest and 
growth in silver-consuming green 
technology as a “perfect storm”.

“I am confused as to where 
anybody thinks the available 
silver is to satisfy what is 
happening,” the manager said.

“It was very difficult to buy any 
silver in the past 12 months, the 
market has been very tight, but 
somehow [SLV] has an open-
ended ability to add millions and 
millions of ounces.

“We are surprised they 
have managed to support the 
additional silver needed over the 
past few weeks, let alone potential 
additional demand. Where is all 
this silver coming from?”

Ian Williams, chair and CEO 
of Charteris Treasury Portfolio 
Management, also highlighted the 
relatively small size of the roughly 
1bn annual ounce silver market, 
using a $30 per ounce price.

“Reddit have apparently 2.5 
million subscribers on their Wall 
St chat facility – if each subscriber 
invested $12k into physical silver 
(either coins or physical ETFS) 
and held it for a year, Reddit would 
corner the entire global silver 
supply for 2021 on its own,” he said.

At its current 8.9 million 
subscriber base, each r/WSB 
member would only need to 
purchase $3,371 of silver to 
achieve this.

However, speaking to 
Investment Week, LBMA said 
“there is no shortage of silver” 
and that we are “not close to a 
‘saturated market’”.

Metals Focus’ Newman added 
that alongside LBMA silver, 
roughly 400m ounces of silver 
resides in Comex vaults, “some 
of which would also be allocated 
to ETFs”, along with a “portion” 
of silver backed by neither body, 
which ETFs can own.

“We do not believe a ‘limit’ will be 
reached. Importantly, as prices rise, 

as we expect they will, some ETF 
holders who bought silver at lower 
prices will liquidate their holdings,” 
he explained. “As such, you may 
see gross demand for ETFs being 
broadly offset by gross selling.”

“However, should ETF buying 
continue to strengthen, and the 
perception grows that vaulted silver 
is being used up, prices will most 
likely rise, encouraging above-
ground stocks to be mobilised.”

Nitesh Shah, director of research 
at WisdomTree, added the growth 
of silver ETCs is “unsurprising given 
the convenience, transparency 
and democratisation of the trading 
vehicle” and that if demand 
continues to rise, “it is likely silver in 
other forms of inventory are likely 
to be refined and enter the LBMA 
Good Delivery System”.

‘Hi ho silver’
Silver is forecast to be the best 
performing metal over 2021, 
according to LBMA’s annual 
Precious Metals Forecast Survey, 
which 38 analysts from 21 cities 
lent their predictions to.

Double-digit price rises are 
forecast for all metals, with gold’s 
average price set to increase 11.5%, 
but its “unloved sister”, silver, looks 
set to close the ratio gap, with an 
average 38% rise predicted.

Despite being “roughly 17 
times more present in the earth’s 
crust than gold”, according 
to Hawksmoor Investment 
Management’s head of fund 
management Ben Conway, the 
average gold-to-silver price 

ratio in 2020 was 86:1, peaking 
at a record daily high of 127:1 in 
March 2020, according to data 
from the Silver Institute, which 
predicts the ratio to close to 
“around 68:1” in 2021.

Naylor-Leyland agreed that 
silver has room to grow, arguing 
it is worth “many, many times its 
current spot price”.

“If we adjust the silver price for 
inflation, it hit around $150 per 
ounce in 1980, so there is plenty 
of room for silver to romp higher 
from here.”

However, silver is 
unlikely to shirk its 
reputation as “the 
devil’s metal”, which is 
often attributed to the 
commodity due to its 
volatility, as the LBMA 
survey predicts a 
trading range of $38.49 
over 2021, with a low 
end of $16.51 and a 
high of $55.00.

Frank 
Schallenberger, 
group head of FX 
and commodity 
research at LBBW, 
offered the lowest prediction in 
the survey, arguing that silver’s 
2020 performance was the result 
of “extreme buying of ETCs”, which 
“will not be repeated this year”.

“The fundamentals of silver do not 
look too good,” he said. “Industrial 
demand as well as jewellery 
demand will take some time to 
come back, so I think in 2021 silver 
will drop even further than gold.

“At the end of the year, we will see 
silver prices well below the  
$20 mark.”

Thorsten Polleit, chief economist 
at Degussa, offered the most bullish 
prediction on silver, with the metal 
“expected to benefit from a further 
rise in the price of gold as investor 
demand for safe-haven assets is 
likely to go up” and “improving 
industrial demand, accompanied by 
a restricted supply side”.

“What is more, in the past 
two years, the price of silver has 
benefitted as investors have 
increasingly built up their silver 
exposure via ETPs. This trend is 
most likely to continue – especially 
so as in the ultra-low interest rate 
environment, silver ETPs offer 
institutional investors return and 
diversification opportunities.

“The physical investment demand 
for silver should also benefit from 
an ongoing rise in the retail market 
demand for bars and coins – a 
trend that can be expected to gain 
momentum once savers really 
start feeling the heat from the 
combination of ultra-low interest 
rates and rising price inflation.”

Juliet Schooling 
Latter, research 
director at 
FundCalibre, believes 
that silver “offers 
something tangible 
and real in a world of 
manipulated markets 
and magic money 
trees”, and said that 
investors who have 
become “increasingly 
nervous about the 
manipulation in 
bond markets caused 
by central bank 
intervention” have 
turned to gold  

and silver.
“[Silver] has strong tailwinds in 

the form of demand for renewable 
energy (structural long-term 
growth) and still looks relatively 
good compared to gold. If inflation 
comes back, it should also benefit as 
it is a real asset.”

However, she warned that 
“investors should be aware just how 
volatile silver can be”.

Silver’s 
popularity 
seems to have 
no end in sight, 
with the London 
Bullion Market 
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2021 forecast 
predicting price 
gains for the 
metal to outstrip 
gold three times 
over
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