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BULLIONS

Overview

In the month of May, bullion counter ended lower on 

sharp profit booking due to stronger greenback. 

Overall gold traded in range of 28410-30538 in 

MCX and $1201.5-1308 in COMEX. Silver traded in 

range of $15.91-18.03 in COMEX and 38351-42745 

in MCX. Gold silver ratio has improved from 73 to 

above 76 in the month of May as silver fell at faster 

pace than gold. Minutes from the Fed's April policy 

meeting indicated that officials were considering 

raising short-term interest rates at their next 

meeting in June, if economic data continued to show 

strong growth. Higher rates tend to weigh on gold, 

since the metal pays its holders nothing and 

struggles to compete with yield-bearing assets such 

as treasuries when borrowing costs rise. Recently 

sign of stability in the U.S. job market further 

convinced investors that the Fed could raise rates in 

June. Gold has risen 18% year to date as investors 

flooded to the safe haven asset amid economic 

uncertainty. In the first quarter, gold prices notched 

their best quarterly gain in 30 years. According to 

the World Gold Council (WGC) “Demand for gold 

soared at the start of the year, the strongest first 

quarter on record”. Inflows into exchange-traded 

funds, which track the spot price of gold, reached a 

seven-year high, close to levels last seen during the 

Great Recession when the sovereign debt crisis was 

in full swing. Demand by US investors jumped 55% 

in the first quarter from a year earlier.

Outlook

In the month of June bullions may witness some 

short covering after the sharp fall being witnessed 

last month on stronger greenback and fear of 

interest rate hike in FOMC meeting on 16th and 17th 

June. Meanwhile SPDR gold trust holdings and 

physical demand is likely to give further direction to 

the prices. Furthermore global geopolitical tensions 

in Middle East and rising crude oil can give support 

yellow metal higher. On domestic bourses the 

movements of local currency rupee will be the key 

factor to watch out which can move in range of 65.5-

68.5 in the month of June. Gold can trade in B
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range of Rs 28000-30500 in MCX and $1180-

1280 in COMEX. Silver can trade in range of 

36000-41000 in MCX and $15-18 in COMEX. The 

gold/silver ratio can move in range of 72-78 in near 

term. Recently fear of interest rate hike in fed June 

meeting have supported dollar index and pressurized 

bullions. According to Federal Reserve Governor 

Jerome Powell “A U.S. rate hike may come "fairly soon" 

if data confirm the economy is continuing to grow and 

labor markets are still tightening”. Meanwhile fed 

meeting minutes also indicated prospect of an interest 

rate increase. In Asia, top consumer China's gold 

imports via main conduit Hong Kong dipped in April 

from a three-month high in the previous month. A 

primary concern for gold bulls is the lack of physical 

demand over the past few weeks, particularly in India. 

High prices initially deterred buying during a major 

festival, but a multi-week low in prices could reignite 

buying. Last week Greece deal also reduced safe haven 

demand of gold. Greece has agreed a deal to unlock 

further 10.3bn euros ($11.5bn; £7.8bn) in loans from its 

international creditors, after talks in Brussels. 

Key News

Strong investment demand of gold –WGC

ETF investors rekindle their interest in Qtr 1

Inflows into ETFs of 363.7t were the highest since Q1 

2009 as sentiment towards gold improved markedly. 

Shifts in the global economic and financial landscape 

have created a positive environment for gold 

investment in recent months. China's devaluation of the 

yuan fuelled fears over the country's economic health 

and the potential impact on global growth. Inflows into 

gold-backed ETFs in China have risen exponentially in 

recent months. Although they still only account for a 

very small proportion of the 1,974t  held in these 

products globally, Chinese gold-backed ETFs on 

aggregate attracted 11.1t of inflows during the first 

quarter, more than doubling their holdings in the 

process. Inflows into gold-backed ETFs in China have 

risen exponentially in recent months. Although they 

still only account for a very small proportion of the 

1,974t  held in these products globally, Chinese gold-

backed ETFs on aggregate attracted 11.1t of inflows 

during the first quarter, more than doubling their 

holdings in the process.
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Investment demand ignites price rally

During the first quarter, the US$ gold price 

appreciated by 17% on the strength of investor 

conviction. This was matched by local price gains in 

markets across the globe. The investment response 

in the ETF market was echoed in surging physical 

demand for bars and coins in a handful of markets. 

US investors in particular were keen to add to their 

holdings, wanting the security of gold amid 

economic uncertainty. Demand jumped by 55% to 

18.3t, albeit that this was being compared with a 

particularly weak Q1 2015.

India, where investment demand slumped in 

response to the price rally. Bar and coin demand fell 

by 31% to 28t, the lowest quarterly investment total 

for India in seven years. But it was Indian jewellery 

demand that garnered all the headlines.

First quarter gold investment more than doubled: 

hefty ETF inflows confirmed the positive shift in 

sentiment noted last quarter. Bar and coin demand 

steadied. Global investment demand shot up to a seven-

year high of 617.6t in the first quarter of the year. This 

was a 122% increase from the 277.9t of investment in Q1 

2015 and the second-highest quarterly total on record.

Jewellery demand

Soaring gold prices, market disruption in India and 

supply-constraints in China combine to impede gold 

jewellery demand. Global jewellery demand fell 19% 

year-on-year to 481.9t, 115t below last year's 596.9t Q1 

total. The vast majority (99.3t) of the decline was 

generated by just two markets: India and China.

Global jewellery demand fell 19% year-on-year to 

481.9t, 115t below last year's 596.9t Q1 total. The vast 

majority (99.3t) of the decline was generated by just two 

markets: India and China. These two jewellery 

powerhouses each faced their own particular set of 

challenging circumstances in the first quarter. The 

sharp rise in the price of gold during the first quarter of 

the year was a deterrent to jewellery demand, 
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particularly in the price-sensitive markets of Asia 

and the Middle East where consumers prefer to buy 

when prices are less volatile.

Strikes thwart India's jewellery market 

Q1 2016 saw Indian jewellery demand hit a seven-

year low of 88.4t, a 41% year-on-year decline. This is 

44% below the five-year quarterly average for India of 

156.7t and indicates the extent of the troubles faced by 

that market during the quarter.

China: supply-side crunch 

Demand for gold jewellery in China fell 17% in Q1, to 

179.4t. Appetite for gold jewellery was curbed by the 

sharply rising gold price against a background of 

continued economic slowdown.

US Mint coin sales leap as investors seek  

safety in gold 

The behaviour of bar and coin investors closely 

echoed that of investors in the ETF market in Q1. 

Demand shot up by 55% year-on-year from 11.8t to 

18.3t. This was 11% above the five-year quarterly 

average of 16.4t.

Gold supply

Total supply in Q1 increased 5% year-on-year, the 

result of an 8% increase in total mine supply – the 

sum of mine production and net hedging – and a 1% 

decline in gold recycling. Total mine supply 

benefitted from a marginal increase in mine 

production – from both existing projects and recent 

start-ups – and a renewed interest in hedging from 

some producers.

SPDR Gold holdings

The world's largest gold-backed ETF, SPDR Gold Trust, 

showed outflows of 0.6 metric tonnes for the week 

ending May 27, compared with inflows of 18.13 metric 

tonnes for the week ending May 20. This is the first 

decline in the ETF since 29 April. Total fund holdings 

now weigh in at 868.7 metric tonnes. Q1 global gold 

demand rose 21% on year, according to the most recent 

data published by gold lobby group the World Gold 

council, with transactions driven largely by ETF 

inflows.

Fear of Fed rate hike pressurized bullions

Never-ending speculation surrounding higher US 

interest rates and a firm dollar maintained pressure on 

gold prices and on the back of some Fed speakers' 

comments. Minutes of its April meeting, which showed 

that the US economy could be ready for another interest 

rate increase in this month. Higher interest rates 

increase the opportunity cost of holding non-yielding 

bullion. 
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Gold Silver ratio

Source: Reuters

Analysis:  Gold silver ratio improved from 72 to above 76 in the month of May as silver fell at faster pace than 

gold. This ratio can hover in range of 72-78 in the month of June.

Range 

Gold MCX 28000-30500 Rs per 10 gms

COMEX $1180-1280 per troy ounce

   

Silver MCX Rs 36000-41000 per kg

COMEX $15 -18 per ounce

In the month of June 2016 some short 

covering can be seen after the last month 

steep decline.  Movement of greenback will 

give further direction to the prices along 

with global stock markets. Moreover 

condition of global economy and movement 

of local currency rupee coupled with 

Physical, ETF demand and fed interest rate 

decision will also influence its prices. 
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SMC Global Securities Limited is proposing, subject to receipt of requisite approvals, market conditions and other considerations, a further public offering of its equity shares and has filed the Draft Red Herring Prospectus 
with the Securities and Exchange Board of India (“SEBI”) and the Stock Exchanges. The Draft Red Herring Prospectus is available on the website of SEBI at www.sebi.gov.in and on the websites of the Book Running Lead 
Manager i.e., ICICI Securities Limited at www.icicisecurities.com and the Co- Book Running Lead Manager i.e.,  Elara Capital (India) Private Limited at www.elaracapital.com . Investors should note that investment in 
equity shares involves a high degree of risk and for details relating to the same, please see the section titled “Risk Factors” of the aforementioned offer document.

Disclaimer:

This report is for the personal information of the authorized recipient and doesn't construe to be any investment, legal or taxation advice to you. It is only for private circulation and use .The report is based upon information 
that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied upon as such. No action is solicited on the basis of the contents of the report.  The report should not be reproduced 
or redistributed to any other person(s)in any form without prior written permission of the SMC. 

The contents of this material are general and are neither comprehensive nor inclusive. Neither SMC nor any of its affiliates, associates, representatives, directors or employees shall be responsible for any loss or damage 
that may arise to any person due to any action taken on the basis of this report. It does not constitute personal recommendations or take into account the particular investment objectives, financial situations or needs of an 
individual client or a corporate/s or any entity/s. All investments involve risk and past performance doesn't guarantee future results. The value of, and income from investments may vary because of the changes in the macro 
and micro factors given at a certain period of time. The person should use his/her own judgment while taking investment decisions.

Please note that we and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance if this material;(a) from time to time, may have long or short positions in, and buy or sell the 
commodities thereof, mentioned here in or (b) be engaged in any other transaction involving such commodities and earn brokerage or other compensation or act as a market maker in the commodities discussed herein (c) 
may have any other potential conflict of interest with respect to any recommendation and related information and opinions. All disputes shall be subject to the exclusive jurisdiction of Delhi High court.

Sandeep Joon Sr. Research Analyst (Metals & Energy)

Boardline : 011-30111000 Extn: 683 sandeepjoon@smcindiaonline.com
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