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BULLIONS

Overview

In the month of May, bullion counter traded on 

stronger note as decline in greenback and increased 

safe haven demand amid geopolitical uncertainty 

supported its prices. Overall gold traded in range of 

27932--29004 in MCX and $1216-1272.20 in 

COMEX. Silver traded in range of $16.03-17.38 in 

COMEX and 37720-40245 in MCX. Gold is 

benefiting as Trump faces the biggest crisis of his 

presidency after a series of damaging revelations, 

including reports he pressed FBI Director James 

Comey to drop a probe into former National Security 

Adviser Michael Flynn. As the potential implications 

of the claims reverberated through Washington, 

equities sank and the dollar traded near the lowest 

s ince  November.  European Central  Bank 

policymakers are preparing to dial back their 

extraordinary stimulus measures if the economy 

continues to improve, but that course of action is not 

yet certain, comments by three ECB rate setters and 

accounts of the latest meeting showed. India’s gold 

imports witnessed a huge jump in April, increasing 

threefold to $3.85 billion from $1.23 billion in April 

2016. According to the World Gold Council “Indian 

gold imports will drop back sharply after jumping in 

the first quarter”.

Outlook

In the month of June bullions may remain on 

volatile path as geopolitical tensions in Middle East 

and North Korea coupled with outcome of UK snap 

elections on 8 June will give further direction to the 

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

78 in near term. Recently silver outperformed gold 

as gold /silver ratio declined to below 73 from 76 last 

month. On domestic bourses the movements of local 

currency rupee will be the key factor to watch out 

which can move in range of 63-66 in the month of 

June. Gold can trade in range of Rs 28000-

29800 in MCX and $1220-1310 in COMEX. 

Silver can trade in range of 39000-42000 in 
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MCX and $16.60-18.50 in COMEX. Recently 

FOMC Minutes showed that the Fed is laying plans to 

reduce its balance sheet, with policymakers discussing a 

strategy for gradually scaling back reinvestments of 

maturing securities. San Francisco Federal Reserve 

President John Williams stated that spending more 

time thinking about how fiscal policies under U.S. 

President Donald Trump could impact the economy 

and so far he sees small short-term gains and little for 

the longer term. China's net gold imports via main 

conduit Hong Kong dropped 33.5 percent in April from 

the previous month. India's gold imports in April 

jumped 211 percent from a year ago on strong demand 

during the festival Akshaya Tritiya that prompts 

purchases. Hedge funds in gold futures and options 

reduced their exposure to the yellow metal in recent 

weeks, but silver speculators have been exiting bullish 

positions at a head spinning pace according to trader 

positioning data of CFTC.

Key News

Chinese demand

Geopolitical tensions between US and North 
Korea

Growing geopolitical tensions between North Korea 

and US can lead to increased safe haven demand in 

yellow metal. Latest ballistic missile test by North Korea 

supported safe-haven demand last month. North Korea 

fired what appeared to be a short-range ballistic missile 

recently that landed in the sea off its east coast. It was 

the ninth missile the hermit state has tested this year, as 

it faces increasing pressure from the U.S. and historical 

ally China over its missile testing program. The missile 

launched recently was equipped with an advanced 

automated pre-launch sequence compared with 

previous versions of the "Hwasong" rockets, North 

Korea's name for its Scud-class missiles.

June 2017
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U K elections on 8 June

British	 Prime	 Minister	 Theresa	 May’s	 lead	 over	 the	
opposition	 Labour	 Party	 has	 narrowed	 sharply,	
according	 to	 opinion	 polls	 published	 since	 the	
Manchester	attack,	suggesting	she	might	not	win	the	
landslide	 predicted	 just	 a	 month	 ago.	 Theresa	 May	
began	 the	 U.K.	 election	 campaign	 warning	 that	
pollsters	giving	her	a	20-point	lead	could	be	wrong.	
With	her	 lead	now	slashed,	she’s	hoping	they	really	
are.	The	outcome	of	UK	elections	on	8	June	will	also	
impact	the	safe	haven	demand	of	gold.

CFTC	positions

Hedge	 funds	 and	 other	 money	 managers	 increased	
their	net	long	position	in	Comex	gold	for	the	first	time	
in	 four	 weeks,	 in	 the	 week	 ended	 23	 May,	 US	
Commodity	Futures	Trading	Commission	(CFTC)	data	
showed	recently.

Global	 Q1	 gold	 demand:	 down	 18%	 from	 last	
year’s	exceptional	high

Global	gold	demand	in	Q1	2017	was	1,034.5t.	The	18%	
year	on	year	decline	suffers	from	the	comparison	with	
Q1	2016,	which	was	the	strongest	ever	first	quarter.	
Inflows	 into	 ETFs	 of	 109.1t,	 although	 solid,	 were	
nonetheless	 a	 fraction	 of	 last	 year’s	 near	 record	
inflows.	Slower	central	bank	demand	also	contributed	
to	the	weakness.	Bar	and	coin	 investment,	however,	
was	 healthy	 at	 289.8t	 (+9%	 yoy),	 while	 demand	
firmed	slightly	in	both	the	jewellery	and	technology	
sectors.

Indian	Jewellery	demand

Indian	jewellery	demand	jumped	16%	from	last	year’s	
exceptionally	 low	 level	 as	 market	 conditions	
improved	 after	 a	 very	 tough	 2016.	 Pentup	 demand	
from	the	closing	weeks	of	2016	was	gradually	released	
as	liquidity	improved.	But	Q1	was	still	weak	at	92.3t	
only	the	third	quarter	this	decade	in	which	demand	
has	fallen	below	100t.	

China	Jewellery	demand

In	China,	demand	for	gold	jewellery	softened	slightly,	
down	2%	yoy	as	the	seasonal	uplift	broadly	cancelled	
out	the	impact	of	higher	gold	prices.	Demand	in	the	
first	quarter	was	176.5t,	compared	with	179.2t	in	Q1	
2016	and	5%	below	the	five	year	quarterly	average	of	
186.4t.

Analysis:		Gold	silver	ratio	decreased	from	above	76	to	73	
as	 silver	 outperformed	 gold	 in	 the	 month	 of	 May.	 This	
ratio	can	hover	in	range	of	70-78	in	the	month	of	June.

In	 the	month	of	 June	2017	bullions	may	remain	on	
volatile	 path	 as	 UK	 snap	 elections,	 geopolitical	
tensions	 between	 US	 and	 North	 Korea,	 safe	 haven	
demand,	physical	demand	 in	 India	and	China	along	
with	 movement	 of	 greenback	 will	 give	 further	
direction	to	the	prices.	Moreover	condition	of	global	
economy	 and	 movement	 of	 local	 currency	 rupee	
coupled	 with	 Physical,	 ETF	 demand	 will	 also	
influence	its	prices.

Source: Reuters

U K elections on 8 June

Range 

Gold  MCX 28000-29800 Rs per 10 gms

                           COMEX $1220-1310 per troy ounce

 Silver  MCX Rs 39000-42000 per kg

 COMEX $16.60 -18.50 per ounce
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SMC Global Securities Ltd. (hereinafter referred to as “SMC”) is regulated by the Securities and Exchange Board of India (“SEBI”) and is licensed to carry on the business of 

broking, depository services and related activities. SMC is a registered member of National Stock Exchange of India Limited, Bombay Stock Exchange Limited, MSEI (Metropolitan 

Stock Exchange of India Ltd.) and M/s SMC Comtrade Ltd is a registered member of National Commodity and Derivative Exchange Limited and Multi Commodity Exchanges of 

India and other commodity exchanges in India. SMC is also registered as a Depository Participant with CDSL and NSDL. SMC’s other associates are registered as Merchant 

Bankers, Portfolio Managers, NBFC with SEBI and Reserve Bank of India. It also has registration with AMFI as a Mutual Fund Distributor. 

SMC is a SEBI registered Research Analyst having registration number INH100001849. SMC or its associates has not been debarred/ suspended by SEBI or any other regulatory 

authority for accessing /dealing in securities/commodities market.

The views expressed by the Research Analyst in this Report are based solely on information available publicly available/internal data/ other reliable sources believed to be true. 

SMC does not represent/ provide any warranty expressly or impliedly to the accuracy, contents or views expressed herein and investors are advised to independently evaluate the 

market conditions/risks involved before making any investment decision. The research analysts who have prepared this Report hereby certify that the views /opinions expressed in 

this Report are their personal independent views/opinions in respect of the subject commodity.

DISCLAMIER: This Research Report is for the personal information of the authorized recipient and doesn't construe to be any investment, legal or taxation advice to the investor. It 
is only for private circulation and use. The Research 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 this Research Report. The Research 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 
Research 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 SMC its affiliates, Research Analyst, officers, directors, and employees, including persons involved in the preparation or issuance if this Research Report: (a) from 
time to time, may have long or short positions in, and buy or sell the commodity 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. All disputes shall be subject to the exclusive 
jurisdiction of Delhi High court.
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