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Overview

In the month of Oct, bullion counter on domestic 

bourses traded on positive path as falling global stock 

markets prompted safe haven demand coupled with 

weakness in local currency rupee  U.S. industrial 

production increased for a fourth straight month in 

September, boosted by gains in manufacturing and 

mining output, but momentum slowed sharply in the 

third quarter. Overall gold traded in range of 30370-

32311 in MCX and $1186-1246 in COMEX. Silver 

traded in range of $14.24-14.88 in COMEX and 

38055-39444 in MCX. Recently gold has rallied on 

safe haven demand as China locked in trade war with 

US and Italy trying to solve its budget issue without 

spill over risks to the Euro zone. Meanwhile US 

President Trump renewed attacks on the Fed’s policy 

tightening have also highlighted the political pressure 

on the US Central bank. The European Central Bank 

will end its bond-buying programme in less than three 

months, with a low likelihood of an extension despite a 

cocktail of political and trade concerns. The Italian 

cabinet signed off on an expansionary 2019 budget, 

boosting welfare spending, cutting the retirement age 

and hiking the deficit to set up a showdown with 

authorities in Brussels over compliance with EU rules. 

SPDR Gold Trust GLD, the world's largest gold-

backed exchange traded fund, holdings stood at 

748.76 tonnes. The International Monetary Fund cut 

its global economic growth forecasts for 2018 and 

2019, saying that trade policy tensions and imposition 

of import tariffs were taking a toll on global trade and 

commerce.

Outlook

Recently bullion counter has witnessed sharp rally amid 

falling stock markets but resurgent greenback and 

hawkish statements from fed members can lead to profit 

booking at higher levels in the month of November. The 

recent downtrend in the US stocks has increased safe-

haven demand of gold to some extent. Movement of 

local currency will impact domestic prices as it can move 

in range of 72-75 in the month of November. Pessimism 

gripped investors over various events, including US 

President Donald Trump’s threats to pull out of the US-

Russia nuclear arms agreement, concerns over the trade 

war, dispute over Italy’s budget and lack of progress in 
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Brexit negotiations were the some of the reasons to sour 

the market sentiments. The U.S. Federal Reserve should 

continue raising interest rates at least two but probably 

three more times before assessing whether further rate 

hikes to restrain growth are warranted, Dallas Federal 

Reserve Bank President Robert Kaplan stated last month. 

ECB reaffirmed its plan to end the asset-buying program 

,also as expected there was no change in the interest rate 

and also no indication were also given about the for the 

future. The European Commission rejected Italy's draft 

2019 budget, saying it brazenly broke EU rules on public 

spending, and asked Rome to submit a new one within 

three weeks or face disciplinary action. Physical demand 

in India can get boost as the most auspicious day of the 

year to buy gold is Dhanteras next week. 

On domestic bourses Gold and silver can witness 

sideways movement as global financial markets, 

local currency rupee and financial uncertainty in 

Euro zone will influence its prices. Furthermore 

fall in greenback can give some underlying 

support to the prices. Gold can take support near 

31000 while its upside may be capped near 32600 

while Silver can take support near 36000 while it 

can face resistance near 40000.

Key News

Global central bank gold buying

The gold market was caught by surprise when two of 

eastern Europe’s biggest economies, Poland and Hungary, 

made rare purchases in recent months. Mainly to diversify 

their reserves. Gold -- a finite asset as opposed to a fiat 

currency -- can help stabilize economies amid times of 

market turmoil. Bullion has a time-honored appeal as a 

haven and hedge against inflation. And gold has a negative 
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correlation with the dollar, which means its value often 

rises when there’s a dip in global demand for the U.S. 

currency. Central bank holdings of gold have jumped in 

the past decade, driven mainly by Russia, China and 

Kazakhstan, among other countries. Central banks now 

hold more than 33,000 metric tons of the metal, about a 

fifth of all the gold ever mined.

Festival demand of Gold dims amid 

higher prices

Demand in India, the second biggest gold consumer 

after China, usually strengthens towards the end of the 

year during the traditional wedding season and major 

festivals including Diwali and Dusherra, when bullion 

buying is considered auspicious. But purchases 

remained significantly lower than normal with 

domestic prices jumping to the highest in more than 

two years. Two-thirds of India's gold demand comes 

from rural areas, where jewellery is a traditional store of 

wealth. This year, monsoon rainfall was 9 per cent 

below average, denting output of key crops and thereby 

farmers' incomes. 

Chinese investors buying more gold

China’s investors have faced a challenging time this 

year, hit by falling prices in both equity and corporate 

bond markets. China’s leading index, the CSI 300, has 

underperformed the MSCI World Index by around 20% 

since 1 January 2018. On the domestic front, 

deleveraging and tighter rules on shadow banking have 

played an important role. But China has also been 

buffeted by problems on the international stage, 

including the Federal Reserve’s desire to shrink its 

balance sheet and the escalating trade war with the US. 

In such an environment, the benefits of gold investment 

stand out.

Australian gold production at 20-year 

high

Australian gold production totalled 310 tonnes in the 

most recent financial year, the highest level in two 

decades. The figure was 4% ahead of 2017 figures and 

only 8 tonnes short of the all-time record, achieved in 

1998. Production ramped up in the final quarter of the 

2017/18 financial year, up 9% quarter-on-quarter to 81 

tonnes in the three months to June.

Euro zone growth slumps to lowest level in 

more than four years

Economic growth in the euro zone has slumped to levels 

last seen more than four years ago, after stagnation in 

Italy helped slow the rate of expansion to 0.2% in the 

latest quarter. Italy, which is at loggerheads with Brussels 

over its plans for a more expansionary budget, recorded 

zero growth in the first three months under its new 

populist government. The country is now at risk of a third 

recession in a decade.

Gold Silver ratio

Analysis: Gold silver ratio increased from above 82 to 

above 85 levels as gold outperformed silver. Gold silver 

ratio can improve further and can test 88-90 levels.

Mid-Term U.S. Elections Will Drive 

Physical Gold, Silver Market

The Nov. 6 mid-term elections in US could have a direct 

impact on the physical bullion market. Along with 

geopolitical uncertainty, growing economic uncertainty 

will also continue to support the gold and silver market. 

The midterm elections in the United States next week will 

determine which party controls the U.S. Congress. 

Investors’ inclination towards gold can be seen in the 

holdings of the largest gold-backed exchange-traded-

fund (ETF), New York’s SPDR Gold Trust, which rose to 

their highest in two months, at 24.27 million ounces.

Source: Reuters and SMC research
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Corporate Office:

11/6B, Shanti Chamber,

Pusa Road, New Delhi - 110005

Tel: +91-11-30111000

www.smcindiaonline.com

E-mail: smc.care@smcindiaonline.com

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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SPDR Gold trust ETF (SPDR Gold shares)

Analysis:  SPDR Gold Shares is one of the top ten largest holders of gold in the world. GLD is the largest ETF to 

invest directly in physical gold and has an extremely close relationship with spot prices at LBMA .SPDR Gold share 

ETF can dip towards $138 in near term.

Source: Reuters and SMC research
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