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Gold

Overview and outlook

After a sharp downtrend that began in 2011,
the yellow metal has made a resounding
comeback in 2016. Prices surged to more than
two year highs and had the best first half in
almost a decade. Faltering Chinese economy,
gloomy global macro-economic environment,
rising ETF demand, low interest rate policies
of the major central banks and political and
economic uncertainty caused by Brexit were
the majordriversofgold pricesin H12016.

The extended sideways price action of the
summer months has, however, given way to
sharp fall in the fourth quarter, after the
stellar gains in the first half. So at first sight,
the current landscape looks unreliable for
gold prices in Q4 2016, with erosion of $1,300
per ounce support in COMEX and 30000 in
MCX. However, the yellow metal is now
witnessing a price-wise correction and there
are still a host of factors which could support
the prices higher in monthsahead.

The USrate hike

The constant debate and grief surrounding the US
rate hike has dented the sentiments for gold recently.
However, the fact that path of monetary tightening by
the Fed is going to be gradual is a positive factor for
prices in the long run. While it is known that rising
interest rates have a bearish effect on gold prices, as it
increases the opportunity cost of holding gold, but
other factors also play their partin driving prices even
when interest rates tend to rise. Normally, prices
react negatively to expectations of an imminent rate
hike but after the rise in interest rates, they tend to
bottom out and start to recover. Recalling the most
recent trend, gold prices were pushed in to negative
territory in 2015, amid concerns over the first rate
hike in almost a decade but went on to record a
momentous run in 2016, right after the Fed pulled the
trigger in Dec’15. In present scenario also, with prices

having already discounted one rate hike this year, the
yellow metal is likely to embrace that and eventually
garner buying interest.

The US Presidential elections

The political uncertainty surrounding the US
Presidential elections is seen as the next big catalyst
for prices after the British referendum 2016, which
took the financial markets by surprise, but favored
gold for its safe haven appeal. If Trump wins the
Presidential elections, there will be noticeable
changes in American politics. If he is elected, it will
arouse uncertainty about the effects of his policies on
the US economy .This can offer an upwards thrust to
prices. The US Presidential race is a close call, where
odds of Trump’s win may be underestimated by the
polls, butonly time can tell what's in store.

ETF and physical demand

Following the above-average monsoon in India, we
have the ongoing festival and upcoming wedding
season and gold demand in India is expected to
increase in 2016-17 over the previous September to
August crop season. This would help reverse weak
second-quarter jewelry demand trend in India, as the
current phase of correction would again attract
buyers at lower levels. ETFs demand has remained
strong and stole the show in H1 2016 as per the WGC,
with inflows into the sector at 579.2 metric tonnes in
the six-month period, compared with cumulative
outflows of 616.1 metric tonnes over the preceding ten
quarters.
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Increasing physicaldemandin China

Shipments of gold from Switzerland to China
increased to 35.5 metric tonnes in September from
19.9 tonnes in August, according to figures from the
website of Swiss Federal Customs Administration.

Indian Sovereign Gold bonds scheme

The sixth tranche of Indian Sovereign Gold bonds
scheme will remain open for subscription till
November 2, 2016. The nominal value of these bonds
was fixed at Rs 3,007 per gram. However, the
government decided to offer a discount of Rs 50 per
gram, so that the effective issue price works out to Rs
2,957 per gram. The bonds will be issued on
November 17, 2016. They will have tenure of eight
years and will allow exit from the fifth year. The
interest rate on this tranche has been reduced from
2.75 per cent earlier to 2.50 per cent of the nominal
value.

FuturePrice action

The year 2016 began with glitter coming back to gold.
A glance at the price chart shows the spark in the
counter in the beginning of the year but prices fell
sharply recently. While global prices have tumbled 8
percent from the highest in more than two years in

July to below $1,250 an ounce recently, they are still
up almost 20 percent this year as central banks extend
bond-buying and keep interest rates at low or
negative levels in an effort to stimulate growth.
Investors have boosted holdings in bullion-backed
exchange-traded funds by 40 percent this year to the
largest in three years. Good rains this year also offer
some hope for jewelers as rising incomes boost rural
purchases, which make up 60 percent of
consumption.

Looking forward, we believe the price dip will offer a
good buying opportunity for consumers and long-
term investors. In the environment of higher
uncertainty, gold has an important role to play in the
portfolios of investors.

Comex Gold can take support near $1213-1242
in medium term (3-6 Months) and MCX Gold
can take support near 28500-29300 and then
can recover towards 30600-31500 while
Comex gold can recover towards $1340-1380
levels.

Retail investors can accumulate gold in
various forms like Coins, Gold ETF, Gold
Bondsor jewellery.
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MCX Gold Weekly Pricechart
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Source: Reuters and SMC Research
Key SupportZone: 28500-29300
Key Resistance Zone: 30650-31500

COMEX Gold Weekly Pricechart
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Source: Reuters and SMC Research
Key SupportZone: $1213-1242
Key Resistance Zone: $1346-1383
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SMC Global Securities Ltd. (hereinafter referred to as “SMC”) is a registered Member of National Stock Exchange of India Limited, Bombay Stock Exchange Limited and its associate is member of MCX stock
Exchange Limited. It is also registered as a Depository Participant with CDSL and NSDL. Its associates merchant banker and Portfolio Manager are registered with SEBI and NBFC registered with RBI. It also has
registration with AMFI as a Mutual Fund Distributor.

SMC Global Securities Limited is aregistered entity with SEBI for Research Analystin terms of SEBI (Research Analyst) Regulations, 2014 vide registration number INH100001849. SMC Global Securities Limited or
its associates has not been debarred/ suspended by SEBI or any other regulatory authority for accessing /dealing in securities Market. SMC or its associates including its relatives/analyst do not hold any financial
interest/beneficial ownership of more than 1% in the company covered by Analyst. SMC or its associates and relatives does not have any material conflict of interest. SMC or its associates/analyst has not received
any compensation from the company covered by Analyst during the past twelve months. The subject company has not been a client of SMC during the past twelve months. SMC or its associates has not received any
compensation or other benefits from the company covered by analyst or third party in connection with the research report. The Analyst has not served as an officer, director or employee of company covered by Analyst
and SMC has not been engaged in market making activity of the company covered by Analyst. The views expressed are based solely on information available publicly available/internal data/ other reliable sources
believed to be true. SMC does not represent/ provide any warranty express or implied 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.
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DISCLAMIER: 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
ofanindividual 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 ata certain period of time. The person should use his/her own judgmentwhile taking investmentdecisions.

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.
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