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BULLIONS

Overview

In the month of Sep, bullion counter on domestic 

bourses traded on positive path as weakness in local 

currency rupee and subdued greenback supported its 

prices. A quarter-point increase in the Fed's 

benchmark funds rate is already being discounted in 

the market. That will take the funds target to 2 percent 

to 2.25 percent, where it last was more than 10 years 

ago. The upside risks to the US economy are that 

growth will continue and perhaps even defy the 

skeptics who say the rapid 2018 pace is the result only 

of temporary fiscal stimulus that won't last. That 

upside carries with it the possibility of inflation, both 

in price pressures and market valuations that could 

force the Fed into hiking even more aggressively 

.While on the downside, ongoing trade war with 

China, coupled with worry that global growth could be 

slowing due in part to central banks like the Fed 

beginning to normalize policy. Overall gold traded in 

range of 30070-30928 in MCX and $1192.70-1218 in 

COMEX. Silver traded in range of $14.03-14.75 in 

COMEX and 36000-38634 in MCX. Meanwhile 

Switzerland's gold trade boomed in August, with 

imports hitting their highest level since January 2017 

and exports the highest since June last year.

Outlook

In the month of October, bullions may trade with 

sideways to upside bias amid financial uncertainty in 

Italy as Italy's budget plan sets it on course for a 

potential clash with the European Union. Meanwhile 

weak local currency to keep prices well supported. Last 

month Federal Reserve hiked the interest rate by a 

quarter points to 2.25% and indicated of one more rate 

hike for this year. Recently weaker local currency rupee 

can continue to domestic prices as it can test 75 levels. 

According to the WGC “Indian gold consumption was 

tepid in the first half of this year and demand for gold is 

likely to surge in the second half of the year thanks to a 

good outlook for farmers”. Although gold is generally 

considered to be a safe-haven asset, the months-long 

trade rift between Washington and Beijing has instead 

prompted investors to buy US dollars in the belief that 

the United States has less to lose from the dispute. 

Switzerland’s bullion flows surged in August, with 
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imports reaching their highest level since January 2017 

and exports hitting levels not seen since June last year. 

Meanwhile US GDP expanded at annual rate of 4.2% in 

Q2 matching with expectations while durable goods order 

increased by 4.5% in August against July’s 1.2% 

contraction.

On domestic bourses Gold and silver can witness further 

recovery as weaker local currency rupee, financial 

uncertainty in Italy and Iran tensions can support the 

prices. Gold can take support near 30600 while its upside 

may be capped near 32200 while Silver can take support 

near 37500 while it can face resistance near 40500.

Key News

Global central bank increased holdings

According to the report prepared by the World Gold 

Council (WGC) based on International Monetary Fund 

(IMF) data, gold reserves owned by global central banks 

increased to 33,763 tons in the first half of this year. 

Central banks, which had bought 178.6 tons of gold in the 

first half the previous year, added 193.3 tons of gold to 

their reserves in the same period of this year. Russia, 

Turkey and Kazakhstan played an important role in the 

purchases in question. In the first half of the year, 86 

percent of total gold purchases were made by these three 

countries. Russia ranked first with 383.3 tons in terms of 

the amount of gold purchase by central banks since the 

beginning of 2017, followed by Turkey, which ranked 

second with 125.8 tons, and by Kazakhstan which ranked 

third by adding 68.4 tons of gold to its reserves.

Indian Gold imports increased

India’s gold imports more than doubled in August to hit 

their highest level in 15 months as lower prices prompted 

manufacturers to replenish inventory for a jewellery 

exhibition, provisional data from metals consultancy 

GFMS showed. 

Political and financial uncertainty in Italy

The European Commission raised concerns over the 

budget plans of  the antiestablishment Italian 

government. Italian government, backed by the populist 
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5 Star Movement party and anti-immigrant League 

party, have targeted a budget deficit of 2.4% of gross 

domestic product for next year, putting it on collision 

course with the EU, which is opposed to a widening 

deficit for the southern EU member and the third-

largest economy in the euro zone. That turmoil was 

stepped up recently when, Claudio Borghi, head of the 

budget committee in the lower house of Italy’s 

parliament, said Rome “would resolve the vast majority 

of its [economic] problems,” if it adopted its own 

currency. As Italy’s populist coalition government 

prepares to submit its draft budget to the European 

Commission this month all eyes are on the possibility of 

a dangerous confrontation with Brussels and financial 

markets.

US Fed reserve statement 

Ÿ The Federal Open Market Committee increases the 

fed funds rate 25 basis points to a range 2 percent to 

2.25 percent.

Ÿ The FOMC also projects one more hike before the 

end of the year and three in 2019.

Ÿ Last month statement drops language saying that 

" the  s tance  of  monetary  pol icy  remains 

accommodative."

Ÿ Fed officials collectively estimate gross domestic 

product to rise 3.1 percent in 2018, an upward 

revision from the 2.8 projection in June. The 

forecast for 2019 also moved higher by 0.1 

percentage points to 2.5 percent.

Gold Silver ratio

Analysis: Gold silver ratio dipped from above 85 to 82 

levels as silver recovered at faster pace than gold. Gold 

silver ratio can improve further and can test 80 levels.

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 has been can recover towards $156 in near term.

Source: Reuters and SMC research


