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BULLIONS PERFORMANCE (Aug 2016) (% change)

BULLIONS PERFORMANCE (January 2016 - Aug 2016) (% change)
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BULLIONS

Overview

In the month of August, bullion counter ended on 

lower note amid fear of rise in interest rate and 

stronger greenback. Overall gold traded in range of 

30670-31939 in MCX and $1306-1374 in COMEX. 

Silver traded in range of $18.46-20.92 in COMEX 

and 43521-48445 in MCX. In the minutes of FOMC 

meeting in July fed officials were split on whether a 

rate increase would soon be warranted. While the 

Fed wants to keep options open on raising interest 

rates this year, some officials want to wait for further 

signs of growth and inflation. Gold prices seem to be 

stuck in a price range in recent weeks as the market 

awaits further clues on whether the Fed will raise 

rates. This has placed increased importance on Fed 

speeches, meetings and minute releases. Gold has 

benefited from the falling yield on other safe haven 

assets, in particular cash and bonds. In the current 

global economic scenario, gold demand is primarily 

driven by investment purposes rather than by 

aesthetic purposes. According to the World Gold 

Council, gold demand surged by 15% to 1,050 metric 

tonnes in the second quarter of 2016.

Outlook

In the month of September bullions may continue to 

remain on volatile path as lack of safe haven demand 

and fear of interest rate hike can keep prices under 

pressure while euro zone concerns and fall in 

greenback can cap the downside. Recently in the 

first week of September gold fell at slower pace than 

silver as gold silver ratio recovered from 67 to above 

70 levels. The gold/silver ratio can move in range of 

68-73 in near term. On domestic bourses the 

movements of local currency rupee will be the key 

factor to watch out which can move in range of 66-68 

in the month of September. Gold can trade in 

range of Rs 30800-32000 in MCX and 

$1300-1380 in COMEX. Silver can trade in 

range of 43000-48000 in MCX and $18-

20.50 in COMEX. Shifting expectations about the 

U.S. Federal Reserve's interest-rate policy is keeping 

the market on toes. Rising U.S. interest rates 

increase the opportunity cost of holding non-B
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yielding bullion and boost the dollar, in which gold is 

priced. On physical demand front, in India it is poor due 

to high import duty though smuggling is on rise and this 

is the concern for the market. A spate of Fed speakers 

kept hopes alive for a September rate hike, despite some 

recently disappointing economic data including only a 

modest rise in U.S. nonfarm payrolls. 

Key News

Latest CFTC Gold and silver positions

Hedge funds and money managers hiked their net long 

position in COMEX gold contracts to a nine-week high 

in the week to Sept. 6, as they also raised a bullish stance 

in silver, U.S. Commodity Futures Trading Commission 

data showed.

Record H1 for gold investment 

Investment has witnessed exceptional growth this year:  

record H1 demand of 1,063.9t is 16% higher than the 

previous H1 high from 2009, when the market was in 

the midst of the global financial crisis. Consequently, for  

the first time on record, investment has been the largest 

component of gold demand for two consecutive 

quarters .And this has been in no small part due to 

demand from  Western investors across the spectrum, 

from retail to  institutional and for bars, coins and ETFs

Indian jewellery demand continues to 

struggle

India did not experience the expected bounce back in 

Sept 2016
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Sales of 2016 American Silver Eagles are at 

27,620,500 coins for a modest 1.1% increase over the 

27,315,000 coins delivered through the first seven 

month of last year.

High prices and low economic growth 

weigh on Chinese consumer sentiment

Gold jewellery demand in China was similarly weak, 

but – with the exception of the high gold price – the 

reasons were somewhat different. Q2 demand fell 

15% to 143.5t. Following on from the disappointing 

first quarter, this resulted in the lowest first half total 

for Chinese jewellery since 2012 (322.5t). Weak 

consumer confidence was the backdrop to this 

picture. In China, the relatively high volatility in the 

gold price proved to be off-putting for many who 

were concerned that the swift price rise may just as 

quickly be reversed. This also helps to explain the 

jump in recycling activity during Q2, which reached 

a 9-quarter high. The broader background to the 

slow jewellery environment was China's continued 

general economic slowdown. GDP growth held 

steady at a relatively weak 6.7% in Q2 2016 and this 

continued to weigh on consumer sentiment.

Seven-year high in US H1 jewellery 

demand 

Although the market was somewhat subdued ahead 

of the forthcoming Presidential elections, Mother's 

Day sales helped US jewellery demand to its 10th 

consecutive quarter of year-on-year growth (+1% to 

25.9t). Demand for the first half year of 48.6t was the 

strongest since 2009. Growth in jewellery and watch 

sales comfortably outstripped that of general retail 

sales for much of the year-to-date, although the 

comparison was slightly flattered by weak gains in 

early 2015. Consistent, if moderate, economic growth 

and improving employment levels are supporting 

demand, although enthusiasm in the sector can be 

expected to wane over the coming months as the 

elections draw nearer.

Gold Silver ratio

Analysis:  

Gold silver ratio recently fell from above 71 to below 68 

in the month of August but recovered to above 70 

recently. This ratio can hover in range of 68-73 in the 

month of September.

In the month of Sep 2016 remain on volatile 

path on uncertainty about interest rate hike in 

this month fed meeting. 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. 

Source: Reuters

Range 

Gold MCX 30800-32000 Rs per 10 gms

COMEX $1300-1380 per troy ounce

   

Silver MCX Rs 43000-48000 per kg

COMEX $18 -20.50 per ounce

Sept 2016
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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


