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Bullion counter can witness some profit 

booking at higher levels. Durable  goods  order  

rose  by  2.0%  in  June  against  a  decline  of 

2.3%  in  the  previous  month.  Most important 

event of last week was European Central Bank’s 

monetary policy meeting.  While  keeping  

interest  rate unchanged, the ECB President 

Mario Draghi said that the interest rate will 

remain at present rate or low until first half  of  

2020.US data  showed  growth in the US at 2.1% 

compared to expectation of 1.8%. Strength in 

the dollar against major currencies especially 

Euro after the ECB signalled for rate cut and 

Outlook

In the month of July, yellow metal upside 

momentum persisted amid expectation of rate 

cut by the fed by at least 25 basis points. The fed 

committee thought about two main factors one 

is that inflation continues to be low, despite the 

fact that unemployment is also low by historical 

standards. Nearly eight years ago, they adopted 

an inflation target of 2 percent, which has 

largely remained out of reach. The ECB 

signalled its intention to explore monetary 

easing, but left interest rates unchanged, and 

bank President Mario Draghi struck a more 

upbeat tone on the economy than investors 

expected. Overall gold traded in range of 33620-

35409 in MCX and $1390-1460 in COMEX. 

Silver traded in range of $14.91-16.68 in 

COMEX and 36300-41825 in MCX. In the 

United States, manufacturing activity slowed to 

a 10-year low in early July with production 

volumes and purchases falling. Weak housing 

and manufacturing are offsetting strong 

consumer spending, holding back the economy 

and posing a threat to the longest expansion in 

history. In India, the world's second-biggest 

gold consumer, dealers were forced to offer the 

highest discounts since August 2016, at about 

$33 over official domestic prices. This 

compared with $20 discounts in penultimate 

week.
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Bullion counter can witness some more 

profit booking at higher levels in the 

month of August. Gold can test 34000 

while facing resistance near 35800-35600 

range. Silver can test 39000 while taking 

resistance near 42000. While in COMEX 

Gold can test $1380-1360 by facing 

resistance near $1460 -1480. Comex Silver 

can test $15.50 by taking resistance near 

$16.80.

more monetary easing is weighing on the market. 

Policymakers moved the U.S. central bank's 

benchmark overnight lending rate to a target 

range of 2.00% to 2.25%, citing concerns about 

the global economy and muted U.S. inflation. 

However, Fed Chair Jerome Powell, speaking in a 

news conference after the release of the central 

bank's statement, characterized the rate cut as "a 

mid-cycle adjustment to policy", a sign to markets 

that further sharp cuts were not imminent. U.S. 

Treasuries reacted to Powell's remarks by 

flattening the yield curve as the front-end of the 

market scaled back on prior expectations for at 

least a 100 basis points of easing in the near-term. 

U.S. and Chinese negotiators ended a brief round 

of trade talks with little sign of progress and 

agreed to meet again in September, prolonging an 

uneasy truce in a year-long trade war between the 

world's two largest economies. The U.S. Mint sold 

5,500 ounces of American Eagle gold coins in 

July, up 10% from the previous month, according 

to the latest data.
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Key News

Highlights of FOMC meeting 

The Federal Reserve cut interest rates on July 31 

to shore up the economy against risks including 

global weakness, but the head of the US central 

bank said he did not view the move as the start of 

a lengthy series of rate cuts.

Fed Chairman Jerome Powell cited global 

weakness, simmering trade tensions and a 

desire to boost too-low inflation in explaining 

the central bank's decision to lower borrowing 

costs for the first time since 2008 and move up 

plans to stop winnowing its massive bond 

holdings.

In a statement at the end of its latest two-day 

policy meeting, the Fed said it had decided to 

cut rates "in light of the implications of global 

developments for the economic outlook as well 

as muted inflation pressures." The central bank 

also said it will "continue to monitor" how 

incoming information will affect the economy 

and "will act as appropriate to sustain" a record-

long U.S. economic expansion.

Central banks accommodative stance

The European Central Bank’s (ECB) President 

Draghi recently announced that they are ready 

to extend bond purchases or cut rates to sustain 

economic growth. The Bank of Japan (BOJ) is 

a l s o  e x p e c t e d  t o  m a k e  p o l i c y  m o r e 

accommodative. The prospect of lower interest 

rates should support gold investment demand.

Various types of risk impacting yellow 

metal

These risks include:

• The potential negative long-term effect of 

higher tariffs amidst trade tensions between 

the US and its trade partners

•  Geopolitical tensions between the US and Iran 

• Uncertainty surrounding Brexit and other 

political and economic concerns in the UK 

and Europe

Gold price discounts in India jump to 

highest in about 3 years

In India, the world's second-biggest gold 

consumer, dealers were forced to offer the 

highest discounts since August 2016, at about 

$33 over official domestic prices. This compared 

with $20 discounts recently. India recently raised 

import duties on gold and other precious metals 

to 12.5% from 10%.

Decline in physical demand in emerging 

markets

Weaker economic growth and the possible 

impact of higher gold price volatility may result in 

softer consumer demand this year, especially in 

emerging markets that make up the lion share of 

annual demand.7 In addition, we estimate that 

the recent announcement of a 2.5% increase to 

gold’s import duty by the Indian Ministry of 

Finance may result in a reduction to 2019 

demand of approx. 2.4%.

Gold demand and price performance 

drivers:

• Economic expansion: periods of growth are 

very supportive of jewellery, technology and 

long-term savings 

• Risk and uncertainty: market downturns often 

boost investment demand for gold as a safe 

haven

• Opportunity cost: the price of competing assets, 

such as bonds (through interest rates), 

currencies and other assets, influence investor 

attitudes towards gold

• Momentum: capital flows, positioning and 

price trends can ignite or dampen gold's 

performance.
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August 2019

10 year Average Gold demand by Regions

10 year Average Gold demand by source
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August 2019

Gold Silver ratio

Source: Reuters and SMC research

Analysis:  

Gold silver ratio narrowed from 94 to below 87 in the month of July .This ratio can move in range of 

86-94 in the month of August 2019.

SPDR Gold trust ETF (SPDR Gold shares)

Source: Reuters and SMC research

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 $190-185 in near term.
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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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Mumbai Office:

Lotus Corporate Park, A Wing  401 / 402 ,

4th Floor, Graham Firth Steel Compound, 
Off Western Express Highway, Jay Coach 
Signal, Goreagon (East) Mumbai - 400063

Tel: 91-22-67341600,

Fax: 91-22-67341697

Kolkata Office:

18, Rabindra Sarani, Poddar Court, 
Gate No-4, 5th Floor, Kolkata-700001

Tel.: 033 6612 7000/033 4058 7000

Fax: 033 6612 7004/033 4058 7004

August 2019


	Page 1
	Page 2
	Page 3
	Page 4
	Page 5
	Page 6
	Page 7

