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Metals Price performance 2018 Year to Date

 Base-metals have been underperformer in 2018 Year to Date.

 While Precious metals have also shown negative performance YTD.
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Why to be bullish on Precious Metals

 There is no shortage of geopolitical concerns ... Italy’s indebtedness and
lack of a viable budget, uncertainty around Brexit negotiations,
uncertainty around US policy following U.S. Midterm elections are some of
the risks. Economic and political risks are looming larger, which should
benefit gold going forward.

 Given the confluence of all of above, plus other geopolitical difficulties
on the horizon, I am expecting precious metals to outperform till next
Diwali. Few reasons have been highlighted in this report to support the
bullish view.

#10 Reasons to Buy Precious 
Metals this Diwali
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Reason #1: Goldman Bear-Market Risk 
Indicator at Highest Since 1969

 Goldman Sachs Group Inc. indicator designed to provide a “reasonable
signal for future bear-market risk” has risen to the highest in almost 50
years. The firm’s Bull/Bear Index, which is based on measures of equity
valuation, growth momentum, unemployment, inflation and the yield
curve, is now at levels last seen in 1969.
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Reason #2: Preparing for Turmoil, 
Central Banks Turn to Gold

 After two decades of selling – throughout the 1990’s and early 2000’s –
central banks worldwide are now diversifying their dollar reserves with
gold. The latest report by the World Gold Council (WGC) showed that
central bank gold reserves grew 150 tons in the third-quarter 2018. That’s
up 22% from 2017 – one year ago.
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Reason #3: Russia dumping US Treasuries 
and adding Gold in Reserves

 And as Russia piles into
precious metals, it is
dumping Treasuries
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 Russia added the most
gold to its reserves in two
years in the last month...



Central Banks switching to Gold

 Central banks around the world are turning to gold as an alternative
to the US dollar, which they see as being undermined by America’s
aggressive trade policy and geopolitical uncertainty.

 Demand for gold was up 42 percent year on year in the first quarter
of 2018 among central banks, the World Gold Council (WGC)
statistics say. Russia and Turkey are the largest net buyers.

 Central banks added a net total of 193.3 tons of bullion in the half
of 2018, an 8 percent increase from the 178.6 tons bought in the
same period last year. This marks the strongest six months for
central bank gold buying since 2015,

 As of the first half of 2018 central banks increased their gold
holdings to $1.36 trillion, around 10 percent of global foreign
exchange reserves, the WGC said. An analyst has told RT that the
reason behind the move is a wish to diversify from the greenback
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Reason #4: Speculators Abandon VIX-
Selling Spree

 In the last two weeks, the aggregate net speculative positioning in futures
in what are considered traditional risk-off assets - gold, 10-year Treasuries,
and the VIX - surged by the most since Brexit...
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Reason #5: Gold Shorts Suffer Biggest 
Squeeze Since 1999

 Gold's net speculative positioning flipped from short to long for the first
time in two months. The last time gold speculators went from that short
with a huge cover was March 1999.
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Reason #6: Quantitative Tightening (QT) 
time now

 Liquidity squeeze is becoming intense as central banks reduce their
balance sheet. It's QT time and every quarter a weak EM is suffering.
Trend to continue.
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Reason #7: US – China Trade Deal on Cards

 US China Trade war news since May 2018 had taken the shine from
precious metals but it was reported on 1st Nov, that the President Trump
had told his cabinet to draft a deal to present when Trump and Xi met at
the G20 at the end of the month, further promoting confidence that
progress was being made.
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Reason #8: Ascending Triangle pattern on 
Monthly Gold Chart
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 As seen in above monthly chart, MCX Gold prices has been trading in range of Rs 24600
to Rs 32400 from last 7 years and forming an Ascending Triangle pattern.

 Gold Prices are also taking support on uptrend from 2008, with a strong support around
30000 going forward.

 Once triangle resistance of 32400 is broken, price can rally to Rs35000-36000/10 gm.



Reason #9: Gold to Silver Ratio Hits 
Highest Level in 27 Years

 Over the past 20 years, the ratio has averaged right around 60:1. Thus, the
current ratio of 85 is very high historically and nearly 60% above the 20-
year average. The ratio is signaling that silver is extremely undervalued
relative to gold at this point in time.

 Amazingly, the ratio is currently higher than it was at the depths of the
2008-09 financial crisis.
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MCX Silver in a trading band

 MCX Silver prices been trading lacklustre in range of Rs 36000 and Rs
41500 from last one year.

 Prices have had a very long period of consolidation, and are expected to
breakout soon towards Rs 49000.
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Reason #10: COMEX Silver Bottoming 
Almost Complete

 The current silver bottoming process is very similar to that of 2001 to
2003. It took a while for silver to establish a base which set up the bull
rally in the following years to 2011.

 I have marked the two patterns (1 to 5) to show how they are similar. The
current bottoming is coming to an end, and now a breakout of the top line
of the triangle will confirm the validity of the comparison.
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Silver to outperform after years of 
negative performance

retail buying and the fact that it typically outperforms when gold prices are
rising
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 Silver has weakened by
1.37 times compared to
gold in 2018.

 Going ahead, expectations
of a weak dollar and
support from gold will
help silver prices recover
and, like to fall, the
recovery is estimated to
be faster than gold.

 Silver is likely to
outperform gold due to
the lack of new mines,
coming on stream, strong



Ways to Invest in Gold

From the traditional ways to invest in gold mainly through jewellery, the last
few decades have thrown-up a host of opportunities to invest in gold. Here
are a few ways to invest in gold in India:

1) Gold Futures and Options
One can buy into Gold futures and Options, which are traded on the MCX
through various contracts like Gold(1 kg), GoldMini (100 Gms), Gold
Guinea(8 gms), Gold Petal(1 gm) and Gold option (100 gm). These F&O
prices tend to track gold prices, and the contracts have to be settled with
a pre-determined period. Purchasing of gold through exchange carries
some distinct advantages like better rates, assured quality (London
Bullion Market Association (LBMA) approved bars), standard size and
transparent process of purchase and delivery from accredited vault.

2) Gold ETFs
Gold ETF’s are just like stocks, you can invest in these if you have a
demat account . An ETF a online version of physical gold. The best of gold
ETF is that its convenient to invest in Gold ETF if you already have a

17



Ways to Invest in Gold

demat account and can start with a small amount (1 gm value) and as
and when you want you can invest from time to time. On the other hand,
you do not have to incur storage charges. Taxation on Gold ETFs is done
in the same manner as physical gold. Reliance Gold BEES and HDFC Gold
ETF are the biggest gold ETF’s in India right now and they are highly
liquid.

3) Sovereign Gold Bond
Investors who are looking for investing in gold can go for sovereign gold
bonds. These bonds are issued by the Government of India and offer
returns linked to gold price. Investors will also get a coupon of 2.5 per
cent per annum. The capital gains you make by investing in these bonds
is tax exempt, provided you hold them till the end of the tenure of eight
years. Redemption, though, is allowed from the fifth year. But this will
result in capital gains tax of 20 per cent (with indexation benefit).
Sovereign gold bonds are the most attractive route to invest in gold
currently
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Ways to Invest in Silver

 Silver Futures and Options
One can buy into Silver futures and Options, which are traded on the
MCX through various contracts like Silver(30 kg), SilverMini (5 Kg), and
Silver Micro(1 Kg). These F&O prices tend to track Silver prices, and the
contracts have to be settled with a pre-determined period. Purchasing of
Silver through exchange carries some distinct advantages like better
rates, assured quality (London Bullion Market Association (LBMA)
approved bars), standard size and transparent process of purchase and
delivery from accredited vault.
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Investment Strategy for Samvat 2075

Gold
 Divide your investment for Gold in 2 equal parts and Buy

 50% at current price in this festival around Rs 31500/ 10 gm.

 50% on dips around Rs 31000/ 10 gm.

 Stop-loss in MCX Gold will be below 29500/10 gm and Target will be
35000 /10 gm till next Diwali.

Silver
 Divide your investment for Silver in 2 equal parts and Buy

 50% at current price in this festival around Rs 38500/ 1 Kg.

 50% on dips around Rs 37500/ 1 Kg

 Stop-loss in MCX Silver will be below 36000/10 gm and Target will be
42000 and 44000/1 Kg till next Diwali

20



Disclaimer
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Monarch Networth Capital Limited (hereinafter MNCL), a publically listed company, is engaged in services of retail broking, credits, portfolio management and marketing investment products including mutual funds, life &
general insurance and as such prepares and shares research data and reports periodically with clients, investors, stake holders and general public in compliance with Securities and Exchange Board of India Act, 1992, Securities
And Exchange Board Of India (Research Analysts) Regulations, 2014 and/or any other applicable directives, instructions or guidelines issued by the Regulators from time to time. Research report is a written or electronic
communication that includes research analysis, research recommendation or an opinion concerning securities or public offer, providing a basis for investment decisions. The views expressed therein are based solely on
information available publicly/internal data/other reliable sources believed to be true. The information is provided merely as a complementary service and do not constitute an offer, solicitation for the purchase or sale of any
financial instruments, inducement, promise, guarantee, warranty, or as an official confirmation of any transactions or contract of any kind. Research data and reports published/ emailed/ text messaged via Short Messaging
Services, Online Messengers, WhatsAppetc/transmitted through mobile application/s, including but not limited to FLIP™, Video Widget, telephony networks, print or electronic media and or those made available/uploaded on
social networking sites (e.g. Facebook, Twitter, LinkedIn etc) by MNCL or those recommendation or offers or opinions concerning securities or public offer which are expressed as and during the course of “Public Appearance”
are for informational purposes only. The reports are provided for assistance and are not intended to be and must not alone be taken as the basis for an investment decision. The user assumes the entire risk of any use made of
this information. Though disseminated to clients simultaneously, not all clients may receive the reports at the same time. MNCL will not treat recipients as clients by virtue of their receiving this report. The reports include
projections, forecasts and other predictive statements which represent MNCL’s assumptions and expectations in the light of currently available information. These projections and forecasts are based on industry trends,
circumstances and factors which involve risks, variables and uncertainties. The actual performance of the companies represented in the report may vary from those projected. The projections and forecasts described in this
reports should be evaluated keeping in mind the fact that these- -are based on estimates and assumptions & are subject to significant uncertainties and contingencies, • -will vary from actual results and such variations may
increase over a period of time, • -are not scientifically proven to guarantee certain intended results & are not published as a warranty and do not carry any evidentiary value., • -are not based on certain generally accepted
accounting principles, • -are not to be relied on in contractual, legal or tax advice. Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change without
notice. Reports based on technical analysis is focused on studying charts of a stock's price movement and trading volume, as opposed to focusing on a company's fundamentals and as such, may not match with a report on a
company's fundamentals. Though we review the research reports for any untrue statements of material facts or any false or misleading information, , we do not represent that it is accurate or complete and it should not be
relied on in connection with a commitment or contract whatsoever. Because of the possibility of human, technical or mechanical error by our sources of transmission of Reports/Data, we do not guarantee the accuracy,
adequacy, completeness or availability of any information and are not to be held responsible for any errors or omissions or for the results obtained from the use of such information. MNCL and/or its Affiliates and its officers,
directors and employees including the analysts/authors shall not be in any way responsible for any indirect, special or consequential damages that may arise to any person from any inadvertent error in the information
contained in the reports nor do they take guarantee or assume liability for any omissions of the information contained therein. Information contained therein cannot be the basis for any claim, demand or cause of action. These
data, reports and information do not constitute scientific publication and do not carry any evidentiary value whatsoever. The reports are not for public distribution. Reproduction or dissemination, directly or indirectly, of
research data and reports of MNCL in any form is prohibited except with the written permission of MNCL. Persons into whose possession the reports may come are required to observe these restrictions. Opinions expressed
therein are our current opinion as of the date appearing on the report only. Data may be subject to update and correction without notice. While we endeavour to update on a reasonable basis the information discussed in the
reports, there may be regulatory, compliance, or other reasons that prevent us from doing so. The reports do not take into account the particular investment objectives, financial situations, risk profile or needs of individual
clients. The user assumes the entire risk of any use made of this information. Each recipient of the reports should make such investigation as deemed necessary to arrive at an independent evaluation of an investment in the
securities of companies referred to in such reports (including the merits and risks involved). Certain transactions - futures, options and other derivatives as well as non-investment grade securities - involve substantial risks and
are not suitable for all investors. Investors may lose his/her entire investment under certain market conditions. Before acting on any advice or recommendation in this material, investors should consider whether it is suitable
for their particular circumstances and, if necessary, seek professional advice. The price and value of investments referred to in research reports and the income from them may fluctuate. Transaction costs may be significant in
option strategies calling for multiple purchase and sales of options. Foreign currencies denominated securities are subject to fluctuations in exchange rates that could have an adverse effect on the value or price of or income
derived from the investment. Investors in securities such as ADRs, the value of which are influenced by foreign currencies effectively assume currency risk. The recommendations in the reports are based on 12 month horizon,
unless otherwise specified. The investment ratings are on absolute positive/negative return basis. It is possible that due to volatile price fluctuation in the near to medium term, there could be a temporary mismatch to rating.
For reasons of valuations/return/lack of clarity/event we may revisit rating at appropriate time. The stocks always carry the risk of being upgraded to buy or downgraded to a hold, reduce or sell. The opinions expressed in the
reports are subject to change but we have no obligation to tell our clients when our opinions or recommendations change. The reports are non-inclusive and do not consider all the information that the recipients may consider
material to investments. The reports are issued by MNCL without any liability/undertaking/commitment on the part of itself or any of its entities. Recipients of the research reports should assume that entities of MNCL may
receive commission, brokerage, fees or other compensation from the company or companies that are the subject of the reports. We and our affiliates, officers, directors, and employees, including persons involved in the
preparation or issuance of reports/data/material, may, from time to time have 'long' or 'short' positions in, act as principal in, and buy or sell the securities thereof of companies mentioned therein or be engaged in any other
transaction involving such securities and earn brokerage or other compensation or act as market maker in the financial instruments of the company/ies discussed therein or act as advisor or lender/borrower to such
company/ies or have other potential conflicts of interests with respect to any recommendation and related information and opinions. We further undertake that- No disciplinary action has been taken against the research
analyst or MNCL by any authority in connection with their respective business activity. • MNCL, Research analysts, persons reporting to research analysts and their relatives may have financial interests and material conflict of
interest in the subject company. MNCL, Research analysts, persons reporting to research analysts and their relatives may have actual/beneficial ownership of 1% or more in the subject company’s securities, at the month
immediately preceding the date of publication of this research report. Past performance is not a guide for future performance, future returns are not guaranteed and investors may suffer losses which may exceed their original
capital. The securities described herein may not be eligible for sale in all jurisdictions or to all categories of investors. The countries in which the companies mentioned in this report are organized may have restrictions on
investments, voting rights or dealings in securities by nationals of other countries. Distributing/taking/sending/dispatching/transmitting this document in certain foreign jurisdictions may be restricted by law, and persons into
whose possession this document comes should inform themselves about, and observe any such restrictions. Failure to comply with this restriction may constitute a violation of any foreign jurisdiction laws. The user should
consult their own advisors to determine the merits and risks of investment and also read the Risk Disclosure Documents for Capital Markets and Derivative Segments as prescribed by Securities and Exchange Board of India
before investing in the Indian Markets.
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