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BULLIONS

Overview

In the month of January, bullion counter on domestic 

bourses traded in green as political uncertainty in 

Euro zone, Brexit concerns and slowdown in Chinese 

economy assisted its prices upwards. The recent 

development in UK has increased chances of Britain 

leaving European Union without a deal and has also 

caused political uncertainty. Uncertainty in Brexit is 

also supporting gold prices on lower levels. UK Prime 

Minister Theresa May last month narrowly survived 

no-confidence vote sparked by the crushing defeat of 

her Brexit deal just weeks before UK leaves EU. World 

gold council expects increased market uncertainty and 

expansion of protectionist economic policies to make 

gold attractive as a hedge while it might face some 

hindrances from higher interest rates and a strong 

dollar. But the effects of these factors are expected to 

be limited as the US Fed has signalled a neutral stance 

going forward.

Outlook

Bullion counter can witness further upside as renewed 

fears about a slowdown, exacerbated by economic data 

from the U S and Japan and the International Monetary 

Fund’s latest downgrade to global growth projections 

assisted the bullion counter. Uncertainty about Brexit 

deal and Sino US trade war are another factors 

supporting the yellow metal market. On the Brexit front, 

British Prime Minister Theresa May sought to break the 

parliamentary deadlock over Brexit by proposing to 

seek further concessions from the European Union on a 

plan to prevent customs checks on the Irish border. On 

domestic bourses depreciation in local currency rupee is 

assisting the prices higher in yellow metal. Rupee can 

move in range of 69-73 levels in near term. Reflecting 

investor appetite for gold, holdings of SPDR Gold, the 

largest gold-based ETF, was at its highest since June 

2018. U.S. home sales tumbled to their lowest level in 

three years in December and house price increases 

slowed sharply, suggesting a further loss of momentum 

in the housing market. The Fed held U.S. interest rates 

steady recently but stated that it would be patient in 

lifting borrowing costs further this year as it pointed to 

rising uncertainty about the economic outlook. Gold 

tends to rise on expectations of lower interest rates, 

which reduce the opportunity cost of holding non-
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yielding bullion, hurting the demand for the U.S. dollar in 

which the metal is priced. Russia has overtaken China to 

become the world’s fifth largest official sector holder of 

gold as western sanctions drove buying by its central bank 

to record highs in 2018. Central banks gold buying will 

continue to boost the gold prices higher. Central bank 

gold holdings have grown by a dramatic 13 percent 

(roughly 3,900 tonnes) since the lows recorded back in 

2009 and are expected to grow by another 800 tonnes 

over the next two years.

Gold can continue its bullish momentum but 

some profit booking at higher levels cannot be 

denied.  Overall buying on dips should be the 

strategy as Gold can test the upside levels of 

34500 while taking support near 32500. Silver 

can test the upside level of near 42500 while 

taking support near 39500.

Key News

FOMC statement from January 29-30 

meeting

FOMC decided to maintain the target range for the 

federal funds rate at 2-1/4 to 2-1/2 percent.  The 

Committee continues to view sustained expansion of 

economic activity, strong labor market conditions, and 

inflation near the Committee’s symmetric 2 percent 

objective as the most likely outcomes.  Job gains have 

been strong, on average, in recent months, and the 

unemployment rate has remained low.  Household 

spending has continued to grow strongly, while growth of 

business fixed investment has moderated from its rapid 

pace earlier last year. On a 12-month basis, both overall 

inflation and inflation for items other than food and 

energy remain near 2 percent.

Clouds loom over U.S. government 

shutdown

Despite the partial U.S. government shutdown being 

placed on hold with everyone back to work on recently, 

the deal to reopen the government only extends through 

15th February. President Trump even made comments 

that he may double-down on his demand for $5.7 billion 

in border wall funding when talks resume this week. 

February 2019
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Global Growth Worries Boost Gold 

Demand

Concerns over global growth pushed equity prices lower 

while helping to boost gold prices recently. According to 

the latest economic data, China’s economy grew by “only” 

6.6% in 2018, which was the slowest pace since 1990. The 

slowdown evident in China’s growth rate gave gold 

investors a reason to continue holding bullion based on 

safety-related factors. It should be noted, however, that 

China’s fourth-quarter GDP matched economists’ 

expectations and didn’t surprise on the downside.

Concerns over global growth pushed equity prices 

lower while helping to boost gold on Tuesday. 

According to the latest economic data, China’s economy 

grew by “only” 6.6% in 2018, which was the slowest 

pace since 1990. The slowdown evident in China’s 

growth rate gave gold investors a reason to continue 

holding bullion based on safety-related factors. It 

should be noted, however, that China’s fourth-quarter 

GDP matched economists’ expectations and didn’t 

surprise on the downside.

World Economic Outlook by the IMF

The global economic growth would be 3.5% for 2019 

and 3.6% in 2020. The 2019 growth forecast was 

downward revised from the previous forecast of 3.7%, 

International Monetary Fund’s latest downgrade to 

global growth projections had sapped appetite for risky 

assets and assisted bullion prices.

India’s silver jewellery exporters bullish 

on 2019 demand, hope to explore new 

markets

Silver jewellery export demand from India is rising and 

it is expected to remain high in 2019. Exporters of silver 

jewellery based in India recently explored untapped 

markets to cover potential demand. Buying from online 

sales platform has picked up at a fast pace and is 

anticipated to grow further.

As per data published by the Ministry of Commerce, 

Government of India (GOI), exports were low in 2014 

and 2015 but started showing signs of improvement in 

2016 and 17. Last year, there was a sharp decline in 

exports, because the GOI introduced a Goods and 

Service Tax (GST) in July 2017 which led authorities to 

maintain a better vigil. The United States continued to 

be the largest importer in the past five years with a total of 

617 tonnes, followed by Hong Kong, UK, the UAE and 

Germany.

Demand from the United Kingdom and the United States 

has started improving. Previous to this, adequate sales 

were missing even at low prices. About 18 small and 

medium silver jewellery companies in India had closed 

down in the last couple of years because of the decline in 

demand.

The growth in online sales platform rules out the need for 

a representative showing catalogs as it is replaced by 

online pictures and videos. People have now got more 

avenues to buy because silver jewellery costs less with a 

variety of designs over gold jewellery.

US Mint 2018 gold coin sales at an 11-year 

low

Gold coin sales, bullion and other coins, fell for the 

second consecutive year by 11% to just under 0.5 Moz. 

Following seven months of annual growth, bullion coin 

sales at the US Mint ended the year weak, contracting 

92% year-on-year to 4,500 ounces in December. Based 

on Eagle coin sales of 3,000 ounces, December was 

actually the weakest month of the year with only sales 

recorded in the 1-ounce denomination; half, quarter and 

dime Eagle gold coins all recorded no sales in December. 

Sales of Numismatic and other gold coins also contracted 

18% reaching 128,597 ounces. Actual coin sales were 

higher but our calculation represents actual ounces of 

demand. This put the total US Mint gold coin sales just 

shy of 0.5 Moz (or 15 t) in 2018, a decline of 11% compared 

to last year and the lowest volume since 2005.

Central banks betting big on gold amid global 

uncertainty

Central banks across the world seem to be aggressively 

adding gold to their foreign exchange (forex) reserves. 

Last year (till November), their net gold purchases stood 

at 480 tonnes – the highest since 2015, according to data 

from the World Gold Council (WGC). Following the 

global trend, the Reserve Bank of India (RBI) has also 

started adding gold to its reserves, and in little less than a 

year, the RBI has added nearly 40 tonnes. The share of 

gold in the RBI’s forex reserves rose to 5.9 per cent, taking 

its total gold holding to 592 tonnes in November.
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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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Gold Silver ratio

Analysis: Gold silver ratio declined from nearly 86 to 

below 82 levels as silver outperformed gold. Gold silver 

ratio can further decline towards 80 levels.

February 2019

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 increase towards $180 in near term.

Source: Reuters and SMC researchSource: Reuters and SMC research
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