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Scenario Analysis 
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AUGMONT – GOLD FOR ALL

Consider what humourist and 

writer Mark Twain said: "History 

Doesn't Repeat Itself, But It Often 

Rhymes." Financial history is littered 

with boom-bust cycles, and the 

recurrence of these cycles leads one 

to believe that history repeats itself. 

However, the underlying theme, 

financial asset, participants, and 

events differ in each case. There are 

recurring cycles, ups and downs, 

but the overall course of events is 

consistent, with minor variations. 

History, it has been said, repeats 

itself. This may not be entirely 

correct; it simply rhymes. That is the 

reason that financial advisor studies 

the history of various asset classes 

to get a better return by forecasting 

future prices. Out of all the asset 

classes – Equity, Commodity, Debt, 

and Currency – Gold has been a 

favourite topic of research for many 

researchers. Gold is a store of 

wealth, which signifies safe storage, 

in addition to being a hedge.

In order to study scenario analysis 

of the gold market, various events 

that have impacted gold prices 

historically from the year 2000 to 

2021 are primarily studied. The 

dates during which each of these 

events existed were first determined 

in order to make these comparisons. 

The closing price of the international 

gold price ($/oz) and Indian gold 

prices (Rs /10 gm) at the start of the 

event and closing price at the end of 

the event are taken and % change is 

calculated. As the market discount 

all news in advance in prices, 

sometimes announcement dates 

or news dates are also considered, 

rather than taking the actual starting 

date.

There are 36 such events, which 

made a significant impact on gold 

prices during this period, 

which are grouped into 

six scenarios, as per their 

similarity and occurrence. 

Gold prices react quickly 

to global events. Some 

of these occurrences, 

however, stand out 

because they had a major 

impact on the conditional 

mean and volatility of 

gold prices. Only those 

events were taken into 

consideration which had a 

significant impact on gold 

prices. The significant 

impact here means that 

gold prices moved more than +/-5% 

during that event period.  Let us 

understand all the six scenarios:

Scenario 1: Crash in other Asset 
Classes or Market
In the 21st century, all asset classes 

are interlinked with each other, 

no asset class stays in isolation. 

With this Intermarket analysis 

background, gold prices are also 

impacted by booms or crashes 

in other asset classes like Equity, 

Commodities, Currencies, Bonds, 

and Cryptocurrency. Positive 

or Negative relationship exists 

based on the business cycles and 

environment. Sometimes there is a 

spill-over effect which causes gold 

prices to have a positive relationship 

with other asset classes. And 

sometimes it is a safe-haven appeal, 

which leads to gold having an 

inverse relationship with other asset 

classes. 
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Scenario 1 Scenario Period International Gold Price ($) Indian Gold Price (Rs)

Crash in other Asset 
Classes or Mkt Starting Ending Days Starting Ending %Chng Starting Ending %Chng

Dot-Com Burst 10-Mar-00 30-Sep-02 934 290 323.9 11.7%  -- -- --

2006 Market Crash 12-May-06 14-Jun-06 33 711.8 564.1 -20.8% 10543 8434 -20.0%

2008 Stock and Oil 
Market Crash 

15-Jul-08 05-Dec-08 143 978.7 750.9 -23.3% 13560 12071 -11.0%

2015 Oil Market Crash 18-May-15 17-Dec-15 213 1227.6 1049.7 -14.5% 27617 24841 -10.1%

2018 Crypto Crash 18-Dec-17 11-Apr-18 114 1263.7 1356.9 7.4% 28470 31355 10.1%

Pandemic Sell-off in 
Crude Oil

02-Jan-20 20-Apr-20 109 1528.1 1703.4 11.5% 39277 45714 16.4%

2021 Crypto Crash 14-Apr-21 28-May-21 44 1735.3 1902.5 9.6% 46608 48542 4.1%

Scenario 2 Scenario Period International Gold Price ($) Indian Gold Price (Rs)

Loose monetary policy/
Risk-off Sentiment Starting Ending Days Starting Ending %Chng Starting Ending %Chng

2001-03 FED Interest 
Rate Cuts

02-Jan-01 25-Jun-03 904 270 349.2 29.3%  --  --  --

2007-08 FED Interest 
Rate Cuts

18-Sep-07 16-Dec-08 455 717 841.9 17.4% 9374 12930 37.9%

Quantitative Easing 1 25-Nov-08 30-Jun-10 582 818.5 1245.5 52.2% 13035 18852 44.6%

Quantitative Easing 2 03-Nov-10 30-Jun-11 239 1337.6 1502.3 12.3% 19469 21904 12.5%

2019-20 FED Interest 
Rates cuts

30-Jul-19 09-Mar-20 223 1429.7 1675.7 17.2% 34529 44353 28.5%

Quantitative Easing 4 - 
CARES Act

17-Mar-20 31-Dec-20 290 1486.5 1893.1 27.4% 39518 50151 26.9%

Scenario 3 Scenario Period International Gold 
Price ($) Indian Gold Price (Rs)

Financial Crisis / 
Recession Starting Ending Days Starting Ending %Chng Starting Ending %Chng

US Subprime Crisis 02-Jan-07 01-Jun-09 881 635.2 979.3 54.2% 9288 14808 59.4%

Great Recession 03-Dec-07 30-Jun-09 575 792 927.1 17.1% 10149 14451 42.4%

European Sovereign 
Debt Crisis

01-Oct-09 01-May-13 1308 1000.1 1446.2 44.6% 15567 26540 70.5%

BREXIT 23-Jun-16 31-Jan-20 1317 1261.6 1582.9 25.5% 29914 41000 37.1%

2020 COVID 
Pandemic Recession

28-Feb-20 30-Apr-20 62 1564.1 1684.2 7.7% 41397 44906 8.5%

Scenario 2: Loose Monetary policy/Risk-off Sentiment
A loose monetary policy aims to expand or grow an economy by decreasing interest rates, lowering bank reserve 

requirements, and purchasing US Treasury securities. If the economy is in a slump with high unemployment and 

output that is below potential GDP, loose monetary policy can help the economy recover. For example, during the 

2008 financial crisis, investors attempted to decrease risk by selling current dangerous positions and transferring 

money to cash or low/no-risk investments like US Treasury bonds and Gold.

Scenario 3: Financial Crisis/Recession
A financial crisis is any of a range of instances in which the nominal value of some financial assets drops dramatically. 

Stock market collapses, and the bursting of other financial bubbles, currency crises, and sovereign defaults are 

further examples of financial crises. In the 19th and early 20th centuries, many financial crises were associated with 

banking panics, and many recessions coincided with these panics. Gold has been a clear outperformer during these 

times and scenarios of the financial crisis.
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Scenario 4: Geopolitical Tensions/ Natural Calamities
Geopolitical tensions are exactly what they sound like: tensions or unrest caused by political concerns between or 

between two or more countries. These tensions can be caused by a variety of variables, including power, commerce, 

military activities, climate change, or a major event such as BREXIT. Geopolitical Tensions/Natural calamities raise 

uncertainty in the market, and investors rush to buy safe-haven assets like Gold, be it the 9/11 attack or US-China 

Trade war or the COVID-19 pandemic.

Scenario 4 Scenario Period International Gold 
Price ($) Indian Gold Price (Rs)

Geopolitical Tension /  
Natural calamities Starting Ending Days Starting Ending %Chng Starting Ending %Chng

9/11 Attack 11-Sep-01 28-Mar-02 198 275.5 302.6 9.8%  --  --  --

Hurricane Katrina in 
the US

29-Aug-05 12-Dec-05 105 437 529.3 21.1% 6277 7971 27.0%

US-China Trade War 22-Jan-18 15-Jan-20 723 1331.9 1554 16.7% 29834 39611 32.8%

2020 COVID 
Pandemic 1st Wave

23-Mar-20 06-Aug-20 136 1567.6 2054.6 31.1% 41163 55845 35.7%

2021 COVID 
Pandemic 2nd Wave

08-Mar-21 28-May-21 81 1678 1902.5 13.4% 44218 48542 9.8%

Scenario 5 Scenario Period International Gold 
Price ($) Indian Gold Price (Rs)

Tight monetary policy /
 Risk-on Sentiment Starting Ending Days Starting Ending %Chng Starting Ending %Chng

2004-06 FED Interest 
rate rise

29-Jun-04 29-Jun-06 730 392.5 586.5 49.4% 5912 8863 49.9%

QE3 with Risk-on 13-Sep-12 29-Oct-13 411 1769.5 1345.2 -24.0% 32326 30146 -6.7%

QE Tapering 22-May-13 31-Oct-14 527 1367.4 1171.1 -14.4% 25963 26135 0.7%

2014-18 FED Interest 
rate rise

20-Mar-14 26-Sep-18 1651 1330.5 1194.4 -10.2% 29751 30593 2.8%

COVID Vaccination 
Development

12-Aug-20 08-Mar-21 208 1937.5 1678 -13.4% 52254 44218 -15.4%

Scenario 5: Tight Monetary policy / Risk-on Sentiment
Tight monetary policy refers to a central bank's efforts to constrict a rising economy by raising interest rates, 

requiring banks to hold more reserves, and selling US Treasury bonds. There is a Risk-On sentiment in the market 

when central bankers around the world are softening their stance and flooding the market with more liquidity. During 

such times, investors put their money into risky assets like Equities and Commodities and avoid buying safe-haven 

assets like Gold.

Scenario 6: Technical Buying in Gold
Technical analysis uses charts, patterns, and indicators to discover trading opportunities based on the activities 

of Market Participants. An uptrend occurs when prices make higher highs and lower lows, whereas downtrends 

occur when prices make lower highs and lower lows. Gold prices have been in a long-term uptrend as it has been 

making higher highs and higher lows for the last 25 years. In the short term, trends might fluctuate as per various 

determinants affecting prices. But whenever gold breaks its previous high, it starts its new uptrend, followed by 

technical buying.
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Scenario 6 Scenario Period International Gold 
Price ($) Indian Gold Price (Rs)

Technical Buying in 
Gold Starting Ending Days Starting Ending %Chng Starting Ending %Chng

Gold breaks previous 
high of $330

12-Dec-02 05-Feb-03 55 331.6 376.8 13.6%  --  --  --

Gold breaks previous 
high of $389

25-Sep-03 06-Jan-04 103 385 423.2 9.9%  --  --  --

Gold breaks previous 
high of $431

17-Nov-05 11-May-06 175 486.9 721.5 48.2% 7176 10634 48.2%

Gold breaks previous 
high of $730

20-Sep-07 17-Mar-08 179 733.2 1002.6 36.7% 9402 11707 24.5%

Gold Breaches 
$1000

11-Sep-09 03-Dec-09 83 1005.2 1217.8 21.2% 15812 18178 15.0%

Gold breaks previous 
high of $1265

14-Sep-10 22-Aug-11 342 1270.2 1889 48.7% 19195 28094 46.4%

Gold breaks previous 
high of $1380

20-Jun-19 24-Feb-20 249 1394.1 1673.5 20.0% 34026 43580 28.1%

Gold breaks previous 
high of $1880

23-Jul-20 06-Aug-20 14 1890 2054.6 8.7% 50700 55845 10.1%

Conclusion
From the above scenario analysis, it 
can be concluded that:
• The scenario of “Financial Crisis/

Recession” is the most bullish 

scenario for Gold, where prices 

rose an average of +30% in such 

scenarios in the past. During the 

event of the US Subprime crisis, 

Gold rose highest by +54% 

internationally, while during the 

European Sovereign Debt Crises 

event, which lasted for more than 

three years, Indian gold prices 

rose by +70%.

• The scenario of “Loose Monetary 

Policy/ Risk-off Sentiment” and 

“Technical Buying in Gold” is 

also a bullish scenario for Gold, 

where prices inched up by 

an average of +26% in such 

scenarios in the past. During the 

periods of technical buying, the 

best run-up in Gold was seen in 

Sep 2010, when Gold broke its 

previous high of $1265 and rose 

48% to $1900 in the next year, 

while silver prices rose more 

than 110%.

 

• While the scenario of “Tight 

Monetary Policy/ Risk-On 

Sentiment” and “Crash in other 

asset classes or Market” is 

the bearish scenario for Gold 

where prices crashed and gave 

negative returns. The worst 

performance of Gold was during 

the event of the “2008 Stock 

and Oil Market crash” and the 

“QE III with Risk On” event, 

where prices were dragged 

down by -24%.

• Gold has given better returns in 

INR terms in all the events and 

the ‘Buy & Hold’ strategy both in 

the last two decades as USDINR 

has depreciated a lot from the 

levels of 45/$ to 75/$.

Those Who Do Not Learn History 

Are Doomed to Repeat It!!! 
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Gold ETFs see continuous outflows due 
to lower returns, volatility

NEWS

Gold ETFs witnessed net outflows in August. The category saw outflows 
worth Rs 38.14 crore, while other ETF’s witnessed inflows of Rs 7416.46 
crores. According to data from Association of Mutual Funds in India, there 
has also been a reduction in the number of folios with Gold ETF funds. The 
folios have gone down from 46,42,602 in July to 46,09,726 in August, 2022. 

Gold prices have fallen up to 10% in the last six months and around 20% 
from its historical peak in the pandemic. The gold funds category has offered 
an average return of -2.20% in one month and -0.76% in three months. 
Analysts believe that the ETFs are facing the brunt of volatility in gold prices. 
The expectation of a global slowdown, higher inflation and interest rate hikes 
are influencing uncertainties in gold prices globally. Mutual fund managers 
say that the trend of outflows from gold ETFs is not just a domestic 
phenomenon, but a global one. 

“Gold prices have remained volatile over the past and hence ETFs have 
been witnessing outflows for the second month in a row. While investors 
draw some comfort around expectations of the inflation peaking, there 
is a continued uncertainty as macro indicators signal towards a global 
slowdown. As interest rates continue to rise, impacting gold prices, investors 
prefer to park their money in other assets like equity and short-term debt 
instruments as opposed to gold,” says Kavitha Krishnan, Senior Analyst – 
Manager Research, Morningstar India. 

Gold ETFs inflows month on month:

Month Net inflow/outflow No. of folios 

August -38.14 46,09,726

July -456.75 46,42,602

June 134.83 46,05,088

May 203.39 45,06,327

April 1,100.37 43,62,502

“The outflows from gold ETFs is typical investor behaviour where tactical 
investors tend to move out of gold when equity markets do well, which has 
been the case over the last 2 months. In contrast, gold ETFs saw strong 
inflows in the preceding months during the equity market volatility. Going 
forward, if volatility returns to equity markets, which is likely given the 
aggressive tightening by global central banks led by the federal reserve, 
gold and gold ETFs could again see renewed interest,” says Gazal Jain, 
Associate Fund Manager- alternative investments, Quantum Mutual Fund. 

Fund managers and advisors say that investors should view gold as a 
strategic portfolio asset instead of chasing it every time the ride gets tough 
in the equity markets. “Considering that gold ETF’s are used as a means 
to diversify an investor’s portfolio and are used as a hedge against market 
risks, it’s important to remember that this asset class only forms around 
5-10% of an investor’s portfolio, no matter how attractive the valuations
get,” says Kavitha Krishnan.

Source: https://economictimes.indiatimes.com

BIS: Gold Jewellery 
Hallmarking 
Recorded Notable 
Surge
...............................................
The Bureau of Indian Standards 
(BIS) announced that the mandatory 
hallmarking requirement which 
came into force in mid-June this 
year has witnessed huge success. 
There has been a notable surge in 
the volume of hallmarked jewellery 
items, it said.

Around 3.7 crore jewellery articles 
were hallmarked during the initial 
quarter (April-June ’22) of the 
current fiscal year. Also, nearly 
8.68 crore jewellery articles were 
hallmarked in the previous fiscal 
year ended 30th March, 2022. The 
statement further noted that the 
number of BIS registered jewelers 
have surged higher significantly from 
43,153 in July last year to as many 
as 1.43 lakhs in August this year. 
Over the same period, the count 
of BIS-recognized Assaying and 
Hallmarking Centres have increased 
from 948 to 1,201.

The first phase of mandatory 
hallmarking had covered 14 carat, 
18 carat and 22 carat gold jewellery 
articles. The second phase covered 
additional cartages-20carat, 
23 carat and 24 carat. Also, it 
covered more number of districts. 
Several more districts would be 
covered under the mandatory gold 
hallmarking order in future.

The mandatory hallmarking 
ensures purity of gold purchased by 
customers. It also offers them higher 
resale or exchange value for gold 
jewellery and artefacts.

Source: https://
www.scrapmonster.com
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‘There is no risk in silver ETFs 
other than price volatility’
In an interview, Pratik Tibrewal, Fund 
Manager- Commodities, Axis Mutual 
Fund talks about prospects of silver, 
benefits of holding it through ETFs 
and FOFs and risk associated with 
it. Let’s look at some key highlights 
from the video.

Prospects of silver
Not just in jewelry, silver has a host 
of industrial uses like in computers 
and mobile phones, mirrors and 
other electronics. Also, EV vehicles 
have increased usage of silver in 
their engine. Silver is also rich in 
anti-bacterial properties and hence, 
it is used in the medical industry 
very extensively. In addition, silver 
has high thermal conductivity and 
reflective strength, which makes it 
ideal for solar panels.

Why should you consider 
adding Gold & Silver in your 
portfolio?

Benefits of holding silver in electronic 
form
Investors can make fractional 
investment in silver in electronic form 
i.e. if the price of silver is Rs 50,000 
kg, they can buy one unit at a cost 
of Rs 50. Also, there is no risk of 
storage and theft. Further, there is no 
stress about purity.

Another key benefit of holding 
silver in electronic form is that it is 
exempted from wealth tax.

Silver ETFs and FOFs
Investors require demat account 
to invest in silver ETF. However, 
investors can buy silver ETFs without 
demat account in FoF structure. 
Both the funds are eventually holding 
silver as a commodity on your 

behalf. So, it doesn’t make a lot of 
difference in terms of the return. 
And the underlying is going to be 
priced at the London Bullion Market 
Association rate, which is famously 
known as the LBM spot.

Risk associated with silver ETFs
There is no risk with the silver ETF 
other than price volatility. Remember, 
price volatility affects all asset 
classes. Since we hold the silver ETF 
in electronic form, there is no risk of 
fire, theft and purity.
 
Source: https://cafemutual.com

Gold is extensively used in jewelry and is often considered a ‘safe haven’, 
as it tends to do well during market uncertainty. In contrast silver has wide 
industrial applications and generally does well during business recovery 
periods. Exposure to both metals helps portfolios do well in both turbulent 
times and during recovery periods. Investors who want to all both silver and 
gold to their portfolio can choose this scheme.

 “With an objective to bring new investment opportunities, Motilal Oswal 
AMC has launched the Gold and Silver ETFs FOFs. This offers a huge 
diversification mix as both Gold and Silver have a low correlation to equities 
and thus act as a good diversifier. Both metals offer good downside 
protection and tend to outperform in bear markets. While Silver tends to 
outperform when the market is recovering from a bear phase. With this 
scheme, the investors will be able to mitigate risks against the market 
volatility while enjoying the portable wealth and rising economic values,” said 
Pratik Oswal, President - Passive Business, Motilal Oswal Asset Management 
Company.

 “Gold and silver have been preferred assets for Indian households for ages. 
These precious metals had been acquired and kept in the physical forms. 
However, we are witnessing high inflation around the world. Central banks 

across have resorted to rate hikes 
and neutral system liquidity to 
tackle the runaway inflation. Gold is 
a hedge against inflation, protects 
against the erosion of wealth, and 
acts as a store of value in such 
times. Even the world’s elite turn 
to precious metals to protect their 
fortunes, as both metals never lose 
their value. Apart from investment, 
jewelry & silverware, Silver has major 
industrial applications including 
green technologies,” says Navin 
Agarwal, MD & CEO, Motilal Oswal 
Asset Management Company.

Agarwal added, “We are at an 
interesting juncture as the advanced 
economies of the US and Europe are 
at risk of slipping into a recession 
whereas India is showing very 
growth prospects.”
 
Source: https://economictimes.
indiatimes.com




