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The Week Ahead 

 Precious metals to hang on to the growth momentum, although volatility can’t be ruled out 

 Conflicts over the US debt ceiling or limit spending will be the driver for price uphill 

 US QOQ GDP will be keenly watched 

Technical Calls 

Commodity S3 S2 S1 R1 R2 R3 Recommendation 

Gold Aug COMEX 1555 1568 1584 1614 1627 1644 Buy at 1595-92 TP 1608 then 1612 strict SL 1580 
 

Gold Aug MCX 22377 22604 22866 23355 23582 23844 Buy at 23020-050 TP 23300 then 23360 Strict SL 

below 22900 

 

Silver Sept COMEX 3593 3707 3860 4126 4240 4393 Buy at 3960-3940 TP 4120 SL 3780 
 

Silver Sept MCX 53893 55459 57607 61321 62887 65035 Buy at 58600-58800  TP 60300 strict SL below 56800 
 

 

Outlook 

The week gone by gold edged higher to mark another new high of $1510.70 on demand for an investment haven in the middle of relentless 

debt concerns in the US and Europe. Silver also elevated to end the week at a bonus. Week ahead is a crucial juncture for the bullion prices 

as the US deadline for raising debt limit is nearing and hence extent of any political news regarding that will going to be a deciding factor for 

the metals’ price move. Anticipating the ongoing conflict to heighten and lining up US economic releases which are likely to be substandard, 

wealth may take a fly from other asset classes to relative safer bullions. 

On an exigency basis the US president Obama has called for a meeting even on Sunday with the Republicans and Congressional leaders for a 

try to break the standoff over raising the debt limit. He stressed that at tomorrow’s session, he will push the leaders for ideas on how to 

keep the government from failing to meet its financial obligations. S&P who has already warned that there is a 50% chance it will lower the 

US “AAA” credit rating by one or more levels within three months, yesterday told that even if Congress raises the debt limit in time to avert a 

default, it might lower the US sovereign rating to “AA+” with a negative outlook if it s not accompanied by a credible solution on the debt 

level. Before that, the Treasury secretary is scheduled a meeting with Bernanke on Saturday morning to discuss the implication of the 

plausible default. Hence, possibility of a failure to raise the limit can’t be ruled out which is going to be positive catalyst for gold’s price 

movement. To start the week, the market is therefore going to absorb the outcome of those meetings which may trigger gold price to an 

either way. Besides, US QOQ GDP on 29th July would be the most eventful happening of the week which is most likely to drop along with 

personal consumption as the unemployment level elevated. At the very beginning of the week, Dallas Fed. Manufacturing may stall which 

might give a boost to the gold prices. However, at the mid week the German and Euro zone releases are also likely to be inferior which might 

compel the metal’s worth but overall economic scenario will probably be supportive. Besides, Greece faces a restricted default even after the 

EU leaders agreed to an additional bailout as said by Fitch Ratings. The US and Europe are having structural problems which is prompting 

the camp of investors to buy the metal until these problems are fixed. So, gold might face short-term appeal as the trouble with fiscal 

conditions in euro zone nations as well as the United States may continue to drive investors to seek safety in bullion. 

Gold/Silver Ratio 

The Gold Silver Ratio currently stands at 39.91, fell from the lat week’s 40.69. The week ahead is crucial for the precious metals as well as 

for the economic conditions as discussed above. This ratio is likely to fluctuate as silver is more prone to industrial relations. Being very 

volatile it is being observed that silver has the ability to recover two day’s loss in a single day and may also surpass gold’s steady gain 

through out the week. Hence it is recommended to have a close look on this ratio on a daily basis. To start the week anticipating a mediocre 

manufacturing activity, silver might lose and thereby the ratio may improve. However, there are factors to support silver in the whole week 

to have an edge over gold. So, to settle the week, the ratio may patch up slightly below from this level.  
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Technical Analysis ɀ Gold 

After a volatile session prices settled at $1599.6 last Friday. Gold 

August futures made a high of $1610.7 and a low of 1581.1$ during 

the week. 

In this week a high wave candle stick is spotted indicating trend to be 

indecisive for the coming week. Prices have been trading in an up 

mode from 3 consecutive weeks and for this week it may remain in a 

state of indecision. Market is sustaining far above the short and 

medium term exponential moving averages (EMA - 8, 21 $ 34) 

suggesting short term correction may be possible any time.  

In daily chart prices are on their consolidation mode from last 4 day 

and we have seen prices breaking above $1596. This may push the 

prices to touch the resistance level of $1610 (previous swing) and 

then $1615 levels. In the daily chart also prices are sustaining far 

above the short and medium term moving averages and therefore a 

short term correction may be possible any time. 

From the above analysis we expect gold prices to remain on the higher side in the initial session of the week while it may correct thereafter.  

 

Technical Analysis ɀ Silver  

Silver prices again started its rally after a major correction. This 

week it settled at 4012.20cents while it made a high of 4088cents 

during the week. 

While looking at daily chart, we analyse that prices are sustaining 

above the short and medium term moving average (EMA 8, 21 and 

36) indicating strength in the trend. But a high wave candle stick is 

suggesting that the coming week mode may remain indecisive. In this 

week prices have retraced 50% of the recent down fall (range 4953-

3235cents) as per Fibonacci retracement principle. The momentum 

indicator RSI (14) is treading at 0.60   suggesting upside potentials 

till 0.70 in the weekly chart. 

For the coming we expect silver prices to remain bullish in the initial 

session of the week while later on it is expected to take correction. 

We recommend buying for the coming week with strict stop loss 

while low risk traders are suggested to stay away from the market. 
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Market Round-up: The week gone by precious metals put up a delicate show for a weekly gain amid concern that the US is getting 

closer to losing its top credit rating amid conflicts of raising the debt ceiling 

Economic Events: 

 US president Barack Obama said the government is running out of time in negotiating an agreement to cut the fiscal deficit. The 

Republicans would not accept any tax increases while Obama is pushing for a deal that will combine closing tax loopholes with cuts 

in government expenditures 

 The president reiterated that it won’t accept as collateral bonds from a nation that defaults  

 US European banks might have to rise as much as 80B Euros of additional capital to allay investors concern about a Greek default 

and governments’ ability to bail out their lenders 

 At the mid week the German chancellor and French President reached a joint position on Greece’s debt crisis. The Euro area chiefs 

met with an aim to stem the contagion and on the other hand, US president Obama’s administration has signaled that it may accept 

a short term increase in the US debt limit if lawmakers need a few days to finish the work on a broader agreement to cut the deficit 

 Euro chiefs announced 159B Euros in new aid for Greece and persuaded bond holders into footing part of the bill. They also 

empowered their 440B Euro rescue fund to buy debt across stressed nations, namely Spain and Italy to stave the temporary default 

  The dollar index remained settled 1.17% below previous week amid the US debt concern and the Euro gained 1.43% against dollar 

amid optimism as the EU chiefs found a temporary solution to tame the debt crisis for Greece 

 World equities measured by the MSCI all country world indexes, posted a 2.70% gain while the Asian benchmark index advanced 

by 2.48%, its first since last two weeks, as the Greek default is halted by the EU chiefs. On the other hand, the CRB Index, a 

bellwether for commodities, advanced by a mere 0.47%  

Precious Metal Show: 

 SPDR gold holdings rose to 1241.76 tons from 1236.01 tons since last week, signaling confidence over the price performance 

 The I-share silver holdings also increased to 9849.17 tons from 9633.95 tons since last week also is indicating a growing 

investment demand for the metal 

 Gold rose, registering new life high of $1610.70 to settle the week at $1601.50 by gaining 0.72%  

 Silver futures for September delivery also jumped 2.69% to settle the week at $40.12 

Price Performance - Gold 

Exchange
Commodity 

Future
Open High Low Last

% Change 

in Price
Volume

% Change 

in Volumes
Open Interest (OI)

% Change 

in OI

Gold (Aug 11) 1594.30 1610.70 1581.10 1601.50 0.72% 822769 -2.90% 215439 -21.83%
Gold (Oct 11) 1595.50 1610.30 1582.50 1602.60 0.73% 14770 51.67% 16698 12.09%
Gold (Aug 11) 23094 23320 22831 23104 0.14% 218398 -6.14% 11396 -6.83%
Gold (Oct 11) 23387 23610 23147 23407 0.21% 18992 26.20% 5430 46.44%

COMEX ($/oz)

MCX (`/10gm)
 

Price Performance ɀ Silver  

Exchange
Commodity 

Future
Open High Low Last

% Change 

in Price
Volume

% Change 

in Volumes
Open Interest (OI)

% Change 

in OI
Silver (Sep 11) 39.35 40.88 38.22 40.12 2.69% 338674 0.46% 58893 -2.22%
Silver (Dec 11) 39.32 40.90 38.26 40.15 2.70% 21740 2.38% 27795 6.40%
Silver (Sep 11) 58700.00 60739 57025 59624 1.97% 644354 4.95% 13931 8.16%
Silver (Dec 11) 59999.00 59760 53732 59541 2.04% 22676 12.82% 2513 23.37%

COMEX ($/oz)

MCX (`/kg)
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Chart Updates ɀ Contango & Backwardation 

Backwardation  is a market where spot prices exceed future prices while Contango indicates future prices exceeding spot prices.  

(15.00)

(10.00)

(5.00)

0.00 

5.00 

10.00 

15.00 

26-Apr-11

Gold Contango/(Backwardation)

       
(2.50)

(2.00)

(1.50)

(1.00)

(0.50)

0.00 

0.50 

1.00 

1.50 

2.00 

2.50 

26-Apr-11

Silver Contango/ (Backwardation)

 

Ratio Charts 

10

11

12

13

14

15

16

17

18

26-Apr-11

COMEX Gold-Crude

       

30

32

34

36

38

40

42

44

46

48

50

26-Apr-11 16-Jul-11

COMEX Gold-Silver

 

 

 

 

 

 

 

 

 

 

 

 



 
 
 
 
 
 

 

July 23, 2011 

A  W e e k l y  R e p o r t  o n  G o l d  &  S i l v e r  

KCTL research reports are also available on Bloomberg, Reuters Knowledge & FactSet 

Calendar Spreads 
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DATA RELEASES SCHEDULED FOR THE WEEK AHEAD 

Date      Time Region Event Period Survey Prior 

07/25/2011 18:00 US Chicago Fed Nat Activity Index JUN -0.4 -0.37 

07/25/2011 20:00 US Dallas Fed Manf. Activity JUL -5.2 -17.5 

07/26/2011 14:00 UK GDP (QOQ) 2Q A 0.20% 0.50% 

07/26/2011 19:30 US Consumer Confidence JUL 56 58.5 

07/26/2011 19:30 US Richmond Fed Manufact. Index JUL 5 3 

07/26/2011 19:30 US New Home Sales JUN 322K 319K 

07/27/2011 11:30 GE Import Price Index (MOM) JUN -0.20% -0.60% 

07/27/2011 16:30 US MBA Mortgage Applications 22-Jul - - 15.50% 

07/27/2011 18:00 US Durable Goods Orders JUN 0.30% 1.90% 

07/27/2011 GE Consumer Price Index (MOM) JUL P 0.30% 0.10% 

07/28/2011 05:20 JN Retail Trade MOM SA JUN 1.50% 2.40% 

07/28/2011 13:25 GE Unemployment Rate (s/a) JUL 7.00% 7.00% 

07/28/2011 14:30 EC Euro-Zone Consumer Confidence JUL F -11.4 -11.4 

07/28/2011 14:30 EC Euro-Zone Economic Confidence JUL 104 105.1 

07/28/2011 14:30 EC Euro-Zone Indust. Confidence JUL 1.8 3.2 

07/28/2011 14:30 EC Euro-zone Services Confidence JUL 9.2 9.9 

07/28/2011 18:00 US Initial Jobless Claims 23-Jul 410K 418K 

07/28/2011 18:00 US Continuing Claims 16-Jul 3700K 3698K 

07/28/2011 19:30 US Pending Home Sales MOM JUN -2.00% 8.20% 

07/29/2011 05:20 JN Industrial Production (MOM) JUN P 4.50% 6.20% 

07/29/2011 11:30 GE Retail Sales (MOM) JUN 1.70% -2.80% 

07/29/2011 18:00 US GDP QOQ (Annualized) 2Q A 1.80% 1.90% 

07/29/2011 18:00 US Personal Consumption 2Q A 0.80% 2.20% 

07/29/2011 18:00 US GDP Price Index 2Q A 2.00% 2.00% 

07/29/2011 19:15 US Chicago Purchasing Manager JUL 60 61.1 

07/29/2011 19:25 US U. of Michigan Confidence JUL F 64 63.8 
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Disclaimer 

The report contains the opinions of the author that are not to be construed as investment advice. The author, directors and other employees of Karvy, and 

its affiliates, cannot be held responsible for the accuracy of the information presented herein or for the results of the positions taken based on the opinions 

expressed above. The above-mentioned opinions are based on the information which is believed to be accurate and no assurance can be given for the 

accuracy of this information. There is risk of loss in trading in derivatives. The author, directors and other employees of Karvy and its affiliates cannot be 

held responsible for any losses in trading.  

Commodity derivatives trading involve substantial risk. The valuation of the underlying may fluctuate, and as a result, clients may lose their entire original 

investment. In no event should the content of this research report be construed as an express or an implied promise, guarantee or implication by, or from, 

Karvy Comtrade that you will profit or that losses can, or will be, limited in any manner whatsoever. Past results are no indication of future performance. 

The information provided in this report is intended solely for informative purposes and is obtained from sources believed to be reliable. Information is in 

no way guaranteed. No guarantee of any kind is implied or possible where projections of future conditions are attempted. 

We do not offer any sort of portfolio advisory, portfolio management, or investment advisory services. The reports are only for information purposes and 

not to be construed as investment advice. 

For a detailed disclaimer please go to following URLs: 

http://www.karvycomtrade.com/disclaimer.asp 

http://www.karvycomtrade.com/riskDisclaimer.asp  
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