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Gold and Silver Glittering always
Mr Anuj Gupta, Vice President, Research & Product, IIFL Securities

Gold is always a choice of every 

trader, investor and central banks. 

However, in last two years it did not 

gave any significant return but in a 

last 5 to 10 years it gave a handsome 

return and beat the other portfolio 

return. Now for the coming time 

gold prices may be based on the 

difference aspects which are related 

with dollar, geopolitical tension, 

crude oil and political uncertainty.  

Since the beginning of the year, gold 

prices have dropped by 3.6% and 

are now almost 15% below the all-

time high of USD 2.070 per ounce hit 

on March 8. This has primarily been 

caused by aggressive tightening of 

monetary policy by central banks, 

an increase in US real yields, and 

a stronger currency. In fact, 10-

year real rates—defined as nominal 

yields less expected inflation— have 

increased by more than 150 basis 

points in 2018. In addition, the US 

dollar is currently 13% higher than 

it was at the beginning of the year. 

Investors partially liquidated their 

positions in ETFs as a result. 

The current gold market is 

an illustration of diversity and 

expansion. The amount of gold 

purchased annually has almost 

tripled since the early 1970s, and 

gold markets have exploded all over 

the world. While the country's COVID 

limitations did slow consumption 

from January to September, 

according to the China Gold 

Association, demand has recently 

begun to increase.

In Singapore and Hong Kong, bullion 

traded at a premium of $1.50 to 

$2.50 per ounce over the spot rates 

for the world. Japanese traders 

offered bullion for sale at par or at a 

premium of $0.50.

The World Gold Council and its 

members are aware of the grave 

concerns that climate change 

poses to the world economy 

and socioeconomic progress. 

Policy makers, business owners, 

investors, asset owners, and the 

general public are now keen for a 

better knowledge of these risks, 

their potential repercussions, and 

potential mitigation or management 

strategies.

We believe that the forecast for the 

price of gold is more promising for 

2023. We anticipate both a decline 

in the value of the US dollar as 

well as a rate cut by the Fed in the 

second half of 2023. Additionally, 

we anticipate lower US real yields. 

Therefore, it is expected that gold 

prices will increase again in 2019. 

Despite this, we do not anticipate 

that gold prices will reach a new 

high. This is due to the fact that 

other central banks are unlikely to 

begin lowering rates because they 

will keep fighting inflation even if their 

economies continue to weaken.

Despite the fact that gold is regarded 

as a hedge against inflation and 

economic uncertainty,rising interest 

rates make the asset—which doesn't 

pay interest—less appealing. 
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David Malpass, the president of 

the World Bank, and Kristalina 

Georgieva, the managing director 

of the International Monetary Fund, 

warned of an increasing risk of a 

global recession and noted that 

inflation was still an ongoing issue 

in the wake of Russia's invasion of 

Ukraine.

US economy rebounded strongly in 

the third quarter amid a shrinking 

trade deficit, but the data overstated 

the nation's economic health as 

domestic demand was the weakest 

in two years.

The Fed is expected to announce 

another 75 basis-point rate increase 

at its meeting next week, although 

the central bank is seen slowing its 

aggressive pace in December.

Technical outlook – Samvat 
2079-Samvat 2080
• Shiny metal has posted around 

a 5% return so far this year on 

mounting technical tailwinds and 

we believe the ongoing technical 

strength will remain intact as 

prices are comfortably trading 

above the 100-week EMA, 

which has been acting as crucial 

support since August 2018. Last 

month prices witnessed a sharp 

rebound from the vicinity of the 

same MA line. On a broader 

time frame, we can also witness 

a bullish triangle pattern that’s 

lower range value aligns around 

48600.

• Initial sentiments are bullish but 

we are expecting a correctional 

decline from the present 

juncture and that should be 

containing around 50000-49500 

where a fresh round of buying 

will take place with an expected 

upsurge towards 52600 and 

then 53500. Conversely, on the 

underside of price action – a 

decisive push below 48600 (on 

a weekly closing basis) indicates 

a failure from bulls and this re-

opens the door for bearish trend 

strategies, with next supports at 

the 47400-47200 zone.

GOLD PRICE CHART

 

STRATEGY: BUY MCX GOLD AT 

50000-49500 SL 48600 target 

52600/53500

SILVER
The Bank of Japan's decision 

to maintain its ultra-low interest 

rates and dovish approach, silver 

prices declined as the currency 

strengthened. Spot silver prices 

declined to below $19.3 an ounce 

in the second week of October, 

retreating significantly from the 

three-month high of $21.1 reached 

on October 4th and tracking the 

decline in US Treasury notes as 

expectations of an increasingly 

hawkish Federal Reserve continue 

to dampen demand for non-interest-

bearing bullion investments. .

After the stronger-than-expected 

September jobs data and comments 

from Fed policymakers emphasising 

the need to lower inflation, hopes 

that the US central bank could slow 

the pace of upcoming rate hikes 

were dashed. Members of the ECB 
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board have also maintained that 

borrowing prices must be restricted 

since markets are currently 

underestimating inflation, which 

might last until 2025.

SILVER TECHNICAL OUTLOOK
The white metal has undergone 

a slower pace of retracement as 

over the past 25-month it retraced 

almost 61.8% of the March 2020 - 

August 2020. A prolonged period of 

retracement is generally considered 

a healthy retracement. Silver prices 

were forming lower highs and lower 

lows formation for the past many 

weeks but recently previous swing 

highs have been taken out decisively 

which can be seen as an early sign 

of trend reversal. Momentum is 

positive as the weekly MACD line 

recently generated a crossover 

buy signal. The MACD histogram is 

printed in red with an upward-sloping 

trajectory which points to higher 

prices. 

Going forward, we expect prices 

to hold the key support of 51900 

as it is a confluence of: a (previous 

month’s low placed around 51857, 

b (falling trend line support on 

the weekly chart, c (the vicinity of 

61.8% retracement of March’20 – 

August’20 rally. Thus, dips around 

54500 to 53000 should be used as 

a buying opportunity to ride the next 

leg of up move towards 63000 and 

then 67500. Prices shouldn’t fall 

below 51900 (on a weekly closing 

basis) to keep the bullish tendency 

intact. If prices break down below 

51900, it opens up the possibility of 

a move down to the 48500-47000.

 SILVER PRICE CHART

STRATEGY: BUY MCX SILVER AT 54500-53500 SL 51900 TARGET 63000/67500

 




