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| | GOLD MAY LOSE SHINE

Gold and precious metals
might face some resistance
with an increase in global
economic growth.

. RISE IN INFLATION

Quantitative easing and
expectations of better
global economic growth is
pushing the inflation up, via
higher oil prices, in emerg-
ing markets like India.

waw.DSI].in

Conflicts In 2011

Global upheavals do influence a nation’s economy. But

at present, India is experiencing some entirely different

trends from the ones prevailing in world markets. Read
on for the possible conflicts in 2011 in the backdrop of
this scenario vis-a-vis the Indian economy

011 seems to be a year of con-
2 trary thoughts. On the one hand,

the global economy seems to be
shaping up better than expected and
this global recovery seems to be adding
some risks to the domestic markets.
The global economy and the US in
particular are showing stronger signs
of sustained recovery. On the other
hand, quantitative easing as well as
expectations of better global economic
growth is pushing the inflation high-
er, especially via higher oil prices, in
emerging markets and especially India.
This structural inflation risk and a
better global economic growth might
lead to partial money flow out of
emerging economies and into devel-
oped economies.

However, real indicators such as
employment and retail sales have not
yet improved significanty for the US
and the euro area. Unemployment in
the USA is stubbornly high and any
pretense of the Fed being concerned
about the dollar’s exchange rate has
disappeared. In fact, the US authori-
ties in general are unaware or do not
care that a weaker currency leads to
imported inflation.

The Euro economy still continues to
remain on a slippery slope. European
sovereign debt crisis will probably con-
tinue to be negative, despite efforts
from the EU region to contain the
sequence of fiscal crisis the European
economies are facing. In both the UK
and the Euro zone, inflation has risen
over the target ceiling rate of 2 per
cent, especially in the UK and all logic
says that a rise in rates is likely in 2011,
led by the BoE. US FED will probably
be the last to follow this chain of inter-
est rate increases.

The Indian economy in itself is fac-
ing the opposing trends. The economic
growth has been healthy and might
continue to grow at a pace of 8 per cent
in FY12. However, there are short-term
resistances, which, if not managed, can
become structural. First such issue is
the balance between liquidity/interest
rates and the structural inflation. We
have always noted that the inflation
India is facing is structural due to
rising global commodity prices and
excess global liquidity due to quanti-
tative easing. The second such issue
is the lack of capital goods formation
in the country primarily owing to a
lack of clarity in policy and execution.
Recent issues in corporate governance
will act as a short-term drag for foreign
fund flows.

Despite these resistances, given the
state of the global economy, Indian eco-
nomic growth is healthier and robust
as compared to its emerging market
peer group. Domestic consumption is
growing at a very healthy rate and is
more than ever supported by growth in
the rural India. We also anticipate that
capital expenditure might gradually
increase over this year but might face
policy-related resistance.

Gold and precious metals might
face some resistance given that the
confidence in the global economic
growth is slowly increasing, however
the waning impact of US QE2 and
the EU area risks will provide a sup-
port for gold. On the rates front, tight
liquidity still continues with the central
bank coming up with measures to ease
the  liquidity  situation  with
Open Market Operations (OMOs)
of 48,000 crore and reduced the SLR
by 1 per cent. g}

(As told to Dalal Street Investment Journal. The magazine may or may not subscribe to the views expressed in
the article. Wish to comment on this article? Send your feedback to comment@dsij.in)

Jan 31 - Feb 13,2011 = Dalal Street Investment Journal

19



2011 A

3 I'e | Cs P4 £3 |

Scildcl TCollt B A bl eicaen ol
forfoad Ja A gsnfdd ol 3. 9 33 IR
IR fa9q #rdbe 9 dlsis ¢S A fdogpa il

8l ¢3 b SR A ISR W &. A ARG sclldcl
af¥e 9 3R HRARI Stelcaazen & dfa 2011

s 3idfcRier &

¥ 2011 FT YEATT FqfRid

o=t @1 | g 2 T AR

ToATeeT SAfeaeerT | STUerT & Fel
FER IR T T © AR 98l a8 Ared
Reral =t ATche | S =@ W@ 2.
TefTeret srefeaeeT 3R fasiveR smfen 3
TR =31 Reaast & o foams 2 @
2. TR oR Faeefea I ok e
FfeaedT ¥ JgR IHTe AETEhRI &l
o1 W E fAvveR SWRa IeIRE @R
GTEHR AR H &ed def & 99 w16l 98
T €. T Re HIERIT & A R
SER TAEd ATfAE aRgy | B g
2 o5 SRt sreferaeenat € Gan fasfaa
gofeqaeqral 1 9 9.

TR e ek Gehaldh 914 foh ASHIR 3R
fea farht 7 1ot oo s@Rewt @ R
s # wfasw gfg 7€ a9 o @R
SR TCRT & SRISATRY o1 TR STl ST Ty

FWR T AR T TR & TR &
1 oo =g wrferen afad el .
read H SARAT vmEA FHESR
FE H Tgd AfFR e el 3 @ T A

PRERERIEIERREIRIE IR KCUICIN
aga st feufa § 7€l 2. W 35 H@ehe
T ® TR aeft oft Rt aHT I dhe oA
feafa sy <@, erefe =@ e § R
2T A JATERT §. Fae R RS a4t
F €1 garedifa a1 wfdera & afees € el 2
39w Tl 8. 7@ a1 2@ fesn A e wqg
S I == = @1 8. UHT o9t § b s
i # gfg A faen § emfch e ot e
 |feha g,

ARAT Sferae 3 §ahe A <@ 2.
ek 3R STt oA1fefer Mo 3r=ast B R werara:
forqad 12 @ 8 wfasra i gfg &= ST @ T
aﬁsn’éaf%sr%ﬁmﬁwaﬂ ® & o
7fe 3fea wag A
foram o @ 3
T W "wRd
e & Tt
| R =S ) H

R Telad fafFafedt &t afaear &
X . AN Heauut qer ¢ foh v |
ISTRTT aeqeli 1 A9 Fih 26
e # wifqar sga woE 7€ €. fusa
At FRURE o T e 351 FaTa
faraeft wet i srmarh oX amd o | 3R
2Tl §hal B,

o= T qwm TfqRIel & S
T ederaet & feurfq ot SEd
T ARG S72feqae i M &l agd
=TT Ll S FehelT . AT B el
SRA STSIRI <l ot § zaeht feafa
Tgd € =Sl 2. AR W @ud |
T IS W W 5d o &I & 4R
T8 IV AR T qHd et @7 2.
T R @ foh USRI @ o1 38 AT
FR-4R &1 | gg off 699 ® &
FrfRTd 2 38 R T I,

TMee o1fE Aed o1 wiaRre Hem
T AT & FTh ellere ATfefeh T
# fasame &R-4R =g @1 2. fhe o
e Farerefea Im ok gadE
w9 % 29l ) S es B qHAA
WG HM. STEl ad & Hl a1 @
a1 fafwfeet i ferfa @ € @
Tl 2. =

(T & TaRT | Tl ©Ie Taeeiie siHd
T e ST S e ©)

31 SR - 13 FREK1 2011 o TETIET FElE SoateiE elel ﬂ




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


