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YELLOW METAL LIKELY TO SHINE AT RS 23200 PER 10 GRAM IN NEXT 4/5 WEEKS: 
                                                           SMC COMTRADE

SMC COMTRADE in its latest “Trading Opportunity Report on Gold” has prognosticated that the yellow metal is likely to shine more to hit new scale of Rs 23200 per 10 gram in another four to five weeks as it could benefit from increasing allocation by institutional investors as a wealth preservation strategy.

Releasing its contents here today, SMC COMTRADE Managing Director Mr D K Aggarwal said that investors can take medium term fundamental buy position in MCX Gold (August) with target of   Rs  23000 and Rs 23200 and stop loss of closing below Rs 21800.

Quoting from fundamental outlook of the Trading Opportunity Report On Gold,  SMC COMTRADE which is one of  arms of SMC GLOBAL SECURITIES LTD  chief pointed out that gold silver ratio has fallen steeply huts halved in last one year from nearly 70 to below 35 showing that  silver outperformed gold in its recent bull run but as the ratio near to levels reached during 1980-1985 so some bounce can be seen which means that gold may do some catching up with silver and can rise faster than white metal.

The worries about euro zone along with ones coming from inflation and US debt are boosting safe heaven appeal of yellow metal, said Mr Aggarwal adding that rising geopolitical tensions across middle east and north Africa and uncertainty following events in Japan with fears of rising inflation, a weaker dollar, recent resurfacing of European sovereign debt risk and now heightened concerns over US have outweighed recent rate hikes to drive price to fresh highs in gold.

In view of SMC COMTRADE, gold could benefit from increasing allocation by institutional investors as a wealth preservation strategy and could reach new heights of Rs 23200 per 10 gram within next four to five weeks, said Mr Aggarwal.

Rising US crude prices also lifted gold which is often seen as a hedge against oil led inflation. Signs that inflation is becoming a major issue in emerging markets, particularly China, have been identified as another support to precious metal, indicates the report.

The on -going tensions in middle east are also supportive factor for yellow metal as the fire of unrest which ignited from Egypt can slowly engulf other neighboring countries such as Libya, Yemen and Syria including Saudi Arabia.

The European Central Bank raised interest rates for the first time since 2008 financial crisis recently and signaled it was ready to tighten policy further if needed to check rising prices. Final March figures for euro zone showed consumer price inflation accelerated to 2.7 per cent in the year to March from 2.4 per cent in February, slightly more than expected and well above the European Central Bank’s target of just under 2 per cent.

Consumer prices in euro zone also picked up more than expected while figures later in the day from the United Nations showed a similar trend, with inflation rate still moderate but steadily rising, not least because of higher food and energy costs. Consumer price inflation in China quickened to 5.4 per cent in the year to March, the fastest rate since July 2008, from 4.9 per cent in the first two months of the year. 

In India, the whole sale price index, the main inflation gauge rose 8.98 per cent in the year to March, up from 8.31 per cent in 12 months to February and beating market projections of an 8.36 per cent reading.  Furthermore, Fed has kept the interest rate unchanged and is likely to keep it unchanged in near future, which is also cushioning the gold prices. Rising investment flow in bullions is also encouraging factor for gold prices. ALL these factors are supportive and good indicators to further fuel prices of gold to projected levels, concluded Mr Aggarwal.

