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Historical silver 

Why London?

History

The decline of the Spanish Empire and eventual cessation of the Spanish 

colonies helped establish London as the center for world silver commerce

The effective mobilization of bullion played a crucial role in wartime and 

government finances, as well as facilitating international trade, making 

Sterling the world’s first reserve currency 

British financial and commercial relationships in Spanish America, the 

financing of the great mining houses (and railways) in North America, 

Australia and British rule in India as well similar influence in China, 

helped solidify London’s position in the world silver markets

Instrumental in supporting the bimetallic monetary system in the United 

States, which the US eventually abandons  

Some rivalry with New York in the early 20th century but London regains 

its position as the world’s principal silver market despite two world wars 

and market interruptions  

– No significant domestic silver production

– No significant refining presence

– No significant consumption
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Servicing a global market 

Loco London

The success of London lies in high-quality facilities, clearing, vaulting, 

personnel, legal and financial services, mine financing, standards of good 

delivery, policing and networking; nowhere are these services provided to 

the degree that they are in London

The overwhelming majority of silver trading is done on the OTC markets 

which are cleared in London

– Dollars are settled in New York

– Yen are settled in Tokyo

– Silver is settled in London, much like a current or checking account at a local 

bank 

Bullion traders from all over the world have traditionally maintained 

precious metal accounts with members of the LBMA, allowing for dealers 

around the world to settle bullion transactions between each other by 

transfers between London dealers   

This puts loco London at the center of world silver trading and the price 

quoted for loco London is the world price for silver; i.e. the “benchmark” 

for silver just as West Texas Intermediate is the benchmark for world oil 
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This market is “Fixed” 

A good fix 

London

Benefits

The 6 clearers HSBC, JP Morgan, Deutsche Bank, Barclays, UBS, Scotia 

Mocatta, 

The advantages of the London OTC market as compared to the futures are 

in the tailor-made agreements as to size and delivery dates that can be 

accommodated 

The first Silver Fixing took place in 1897 at the office of Sharps & Wilkins

Although silver has only one fixing as compared to gold which has two, it 

offers undeniable benefits

International benchmark 

– Universally recognized by dealer, banks, merchants, producers,  

– Most producer and cosumer contracts are benchmarked to loco Londons

Published price

– Full disclosure publicly verifiable

Narrow dealing spread

– Due to ample liquidity and market participation

Any quantity may be dealt

– Ability to accommodate any amount required by participants
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Stand and Deliver, getting what you pay for with the LBMA 

Good delivery

Benefits

Function 

Anonymity 

– Clients identity protected 

LBMA Good Delivery List is a de facto world standard for refined silver. 

The LBMA is a trade Association and should not be confused with an 

exchange

Established in 1987

Caters to wholesale not retail markets 

Over the Counter (OTC)

Working to maintain and safeguard the efficiency of the London silver 

market 

Uphold the quality of the product

– The Good Delivery System

Probity – Membership 

– Maintain high standards
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LBMA  

Functions Contacts with Regulators

– Little need for regulatory intervention because of the high level of professionalism 

in the market

Statistics, Documentation and Information

– The London Precious Metals Clearing Limited (LPMCL) developed from a 

telephone clear to an electronic mechanism that provides allocated and 

unallocated accounts 

– Provided monthly by the clearing members

– Tabulating the values, quantities and number of transfers

– Note the clearing volume does not equate to the trading volume, but is only a 

fraction of trading; c100moz 

Most producer and consumer contracts are transacted in London

London offers vaulting facilities that are unrivaled
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London’s role in the silver market

EFP 

& ETF

Reduced credit 

risk

Netting

Vaulting

Conclusion

London plays as important role in the EFP or Exchange for Physicals 

market 

The silver ETF’s or Exchange Traded Funds are held in London

– This helps secure London’s position as the ETF market grows, massive consumer 

markets, helped solidify London’s position in the world silver markets

The central clearing mechanism, and vast pool of allocated and unallocated 

silver reduces credit risk and   

– Massive pools to offset liabilitiesca

Allows for greater efficiency and lower costs

Extensive vaulting facilities

London will remain the focal point of the world’s silver market due to 

physical infrastructure, delivery system and deep pool of silver and talent 

8

PRODUCTS AND SERVICES ARE OFFERED BY EITHER HSBC BANK USA, MEMBER FDIC; OR HSBC SECURITIES (USA) INC. A REGISTERED

BROKER DEALER AND A REGISTERED FUTURES COMMISSION MERCHANT.  HSBC SECURITIES (USA) INC. IS A MEMBER OF THE NEW YORK STOCK EXCHANGE,

NASD AND SIPC AND REGULATED BY THE SFA FOR THE CONDUCT OF INVESTMENT BUSINESS IN THE UNITED KINGDOM.

HSBC BANK USA AND HSBC SECURITIES (USA) INC. ARE MEMBERS OF THE HSBC GROUP.  ANY MEMBER OF THE HSBC GROUP MAY FROM TIME TO TIME

UNDERWRITE, MAKE A MARKET OR OTHERWISE BUY OR SELL AS PRINCIPAL SECURITIES OR OTHER INSTRUMENTS MENTIONED HEREIN, OR TOGETHER

WITH THEIR DIRECTORS, OFFICERS AND EMPLOYEES MAY HAVE EITHER A LONG OR SHORT POSITION IN THE SECURITIES, COMMODITIES CURRENCIES OR 

OTHER INSTRUMENTS MENTIONED IN THIS REPORT OR FUTURES OR OPTIONS CONTRACTS CONVERTIBLE INTO SECURITIES OR OTHER INSTRUMENTS

MENTIONED IN THIS REPORT, OR MAY PERFORM OR SEEK TO PERFORM INVESTMENT BANKING SERVICES FOR THOSE COMPANIES MENTIONED HEREIN.

THE INFORMATION IN THIS REPORT IS DERIVED FROM A VARIETY OF SOURCES WE BELIEVE TO BE RELIABLE; HOWEVER, WE CANNOT GUARANTEE ITS

ACCURACY OR COMPLETENESS, NOR SHALL WE BE LIABLE FOR ANY INCIDENTAL OR CONSEQUENTIAL LOSSES OR DAMAGES INCLUDING BUT NOT LIMITED

TO ERRORS (INCLUDING ERRORS OF TRANSMISSION), INACCURACIES, OMISSIONS, CHANGES IN MARKET FACTORS OR CONDITIONS, OR ANY OTHER 

CIRCUMSTANCES BEYOND  OUR CONTROL.  THE INFORMATION, ANALYSIS AND OPINONS CONTAINED HEREIN CONSTITUTE OUR PRESENT JUDGEMENT

WHICH IS SUBJECT TO CHANGE AT ANY TIME WITHOUT NOTICE.

THIS REPORT IS INTENDED SOLELY FOR THE INFORMATION OF THE SPECIFIED ADDRESSEE, IS FOR PRIVATE CIRCULATION AND NOT INTENDED FOR USE BY 

PRIVATE CLIENTS AS DEFINED BY THE SFA.

THIS IS NOT A RECOMMENDATION , OFFER OR SOLICITATION TO PURCHASE OR SELL ANY SECURITY, COMMODITY, CURRENCY OR OTHER INSTRUMENT. THIS

REPORT DOES NOT CONSIDER SPECIFIC OBJECTIVES, CIRCUMSTANCES OR NEEDS OF INDIVIDUAL RECIPIENTS.  RECIPIENTS OF THIS REPORT SHOULD SEEK

FINANCIAL ADVICE REGARDING THE APPROPRIATENESS OF INVESTING IN ANY SECURITY, COMMODITY, CURRENCY OR DERIVATIVE INSTRUMENT OR

STRATEGY CONTAINED HEREIN.

SECURITIES, SPOT AND FORWARD FOREIGN EXCHANGE, CURRENCY OPTOINS, COMMODITIES AND CERTAIN OTHER PRODUCTS DISCUSSED HERIN ARE NOT

INSURED BY THE FDIC AND ARE NOT DEPOSITS OR OTHER OBLIGATIONS OF HSBC BANK USA, ARE NOT GUARANTEED BY HSBC BANK USA; AND ARE SUBJECT

TO INVESTMENT RISKS INCLUDING POSSIBLE LOSS OF PRINCIPAL.
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Disclaimer
 

* Legal entities as at 22 October 2008 
'UAE' HSBC Bank Middle East Limited, Dubai; 'HK' The Hongkong and Shanghai Banking Corporation Limited, 

Hong Kong; 'TW' HSBC Securities (Taiwan) Corporation Limited; 'CA' HSBC Securities (Canada) Inc, Toronto; 

HSBC Bank, Paris branch; HSBC France; 'DE' HSBC Trinkaus & Burkhardt AG, Dusseldorf; 000 HSBC Bank 

(RR), Moscow; 'IN' HSBC Securities and Capital Markets (India) Private Limited, Mumbai; 'JP' HSBC Securities 

(Japan) Limited, Tokyo; 'EG' HSBC Securities Egypt S.A.E., Cairo; 'CN' HSBC Investment Bank Asia Limited, 

Beijing Representative Office; The Hongkong and Shanghai Banking Corporation Limited, Singapore branch; 
The Hongkong and Shanghai Banking Corporation Limited, Seoul Securities Branch; HSBC Securities (South 

Africa) (Pty) Ltd, Johannesburg; 'GR' HSBC Pantelakis Securities S.A., Athens; HSBC Bank plc, London, 

Madrid, Milan, Stockholm, Tel Aviv, 'US' HSBC Securities (USA) Inc, New York; HSBC Yatirim Menkul Degerler 
A.S., Istanbul; HSBC México, S.A., Institución de Banca Múltiple, Grupo Financiero HSBC, HSBC Bank Brasil 

S.A. - Banco Múltiplo, HSBC Bank Australia Limited, HSBC Bank Argentina S.A.,  HSBC Saudi Arabia Limited. 

Issuer of report 
HSBC Securities (USA) Inc. 
452 Fifth Avenue 

HSBC Tower 

New York, NY 10018, USA 

Telephone: +1 212 525 5000 

Fax: +1 212 525 0356 
Website: www.research.hsbc.com 

This material was prepared and is being distributed by HSBC Securities (USA) Inc., (“HSI”) a member of the HSBC Group, the NYSE and the NASD. This 

material is for the information of clients of HSI and is not for publication to other persons, whether through the press or by other means. It is based on 

information from sources, which HSI believes to be reliable but it is not guaranteed as to the accuracy or completeness. Expressions of opinion herein are 
subject to change without notice. This material is not, and should not be construed as, an offer or the solicitation of an offer to buy or sell any securities. HSI 

and its associated companies may make a market in, or may have been a manager or a co-manager of the most recent public offering of, any securities of the 

recommended issuer herein. HSI, its associated companies and/or their directors and employees may own the securities, options or other financial instruments 
of any of the issuers discussed herein and may sell them to or buy them from customers on a principal basis. In Singapore, this publication is distributed by The 

Hongkong and Shanghai Banking Corporation Limited, Singapore Branch for the general information of institutional investors or other persons specified in 

Sections 274 and 304 of the Securities and Futures Act (Chapter 289) (“SFA”) and accredited investors and other persons in accordance with the conditions 
specified in Sections 275 and 305 of the SFA.  This publication is not a prospectus as defined in the SFA.  It may not be further distributed in whole or in part 

for any purpose. The Hongkong and Shanghai Banking Corporation Limited Singapore Branch is regulated by the Monetary Authority of Singapore. In Hong 

Kong, this document has been distributed by The Hongkong and Shanghai Banking Corporation Limited in the conduct of its Hong Kong regulated business for 
the information of its institutional and professional customers; it is not intended for and should not be distributed to retail customers in Hong Kong. The 

Hongkong and Shanghai Banking Corporation Limited makes no representations that the products or services mentioned in this document are available to 
persons in Hong Kong or are necessarily suitable for any particular person or appropriate in accordance with local law. All inquiries by such recipients must be 

directed to The Hongkong and Shanghai Banking Corporation Limited. In the UK this report may only be distributed to persons of a kind described in Article 

19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. The protections afforded by the UK regulatory regime are available 
only to those dealing with a representative of HSBC Bank plc in the UK. HSBC México, S.A., Institución de Banca Múltiple, Grupo Financiero HSBC is 

authorized and regulated by Secretaría de Hacienda y Crédito Público and Comisión Nacional Bancaria y de Valores (CNBV). HSBC Bank (Panama) S.A. is 

regulated by Superintendencia de Bancos de Panama. Banco HSBC Honduras S.A. is regulated by Comisión Nacional de Bancos y Seguros (CNBS). Banco 
HSBC Salvadoreño, S.A. is regulated by Superintendencia del Sistema Financiero (SSF). HSBC Colombia S.A. is regulated by Superintendencia Financiera de 

Colombia. Banco HSBC Costa Rica S.A. is supervised by Superintendencia General de Entidades Financieras (SUGEF). Banistmo Nicaragua, S.A. is 

authorized and regulated by Superintendencia de Bancos y de Otras Instituciones Financieras (SIBOIF). 

In Australia, this publication has been distributed by The Hongkong and Shanghai Banking Corporation Limited (ABN 65 117 925 970, AFSL 301737) for the 

general information of its “wholesale” customers (as defined in the Corporations Act 2001).  Where distributed to retail customers, this research is distributed 

by HSBC Bank Australia Limited (AFSL No. 232595).  These respective entities make no representations that the products or services mentioned in this 
document are available to persons in Australia or are necessarily suitable for any particular person or appropriate in accordance with local law. No consideration 

has been given to the particular investment objectives, financial situation or particular needs of any recipient. 

© Copyright. HSBC Securities (USA) Inc 2009, ALL RIGHTS RESERVED. No part of this publication may be reproduced, stored in a retrieval system, or 
transmitted, on any form or by any means, electronic, mechanical, photocopying, recording, or otherwise, without the prior written permission of HSBC 
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