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Market Update: Gold drops on Dollar strength after rising to one-week high

The Headlines







US stimulus talks drags on, Gold’s optimism on a US stimulus deal wanes in early Asian trading
Dollar Index recovering from a plunge to a two-month low
A jump in US inflation expectations supports Gold
Gold may average less than $2000 in 2021 according to a Reuters poll
Central bankers’ comments continue to remain supportive for precious metals
Palladium, Platinum and Silver rise on expectations of strong auto sales and industrial production

The settlement and early Asian Trade
Benchmark precious metals futures Wednesday closed higher with the Comex GC Dec20 touching a week high.
The contract finally settled +$14.10 at $1929.5 an ounce. The Comex SI Silver Dec20 closed more than a 1%
higher (+$0.261) at $25.241. Though both contracts opened softer during early Asian hours Thursday.
Precious metals trading in early Asian hours was generally “news event” driven in nature following a higher
Wednesday’s close. The Dollar Index recovered some of its overnight losses after Senate Majority Leader
McConnell has warned the White House not to rush into any agreement before the election, taking the shine off
the precious metals rally. The Dollar edged higher after American Intelligence officials said Russia and Iran have
attempted to interfere in next month’s presidential elections thru the spread of false information.
Asian Investors prepared for a rough session on Thursday amid fears that agreement on the key stimulus bill
would not be reached until after Nov. 3. US lawmakers still had not reached an agreement on the relief package
by late Wednesday. President Trump blasted Democrats accusing them of being unwilling to compromise. High
level negotiations could face a setback after the blast and it is unclear whether talks would continue or go
dormant. The president’s tweet came amid deep opposition among Senate Republicans to the large bill.
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The Precious Metals Commentary
Despite hopes of a breakthrough in talks over settling differences on what should be the size and composition of
the US fiscal stimulus. The bill has to be passed by election day early November by both branches of lawmakers.
Senate majority leader Mitch McConnell had earlier warned the White House against a bigger deal. The
Republican Senators are preoccupied with getting the confirmation of Trump’s Supreme nominee, Amy Coney
Barrett. Attention on passing the stimulus bill on the senate floor would only be after the confirmation. Any
further delay in passing the bill would have a bearish bias on Gold.
Dovish comments from central bankers were positive for gold as a store of value. Fed Governor Brainard said
the pace of labour market improvement is decelerating, and the economy needs strong monetary and fiscal help
for recovery. She also said that she sees inflation remaining short of 2% over the next few years and failure by
Congress to deliver more fiscal aid is a downside risk to the economy. Similarly ECB President Lagarde said the
unexpected early second wave of Covid infections is a "clear risk" to the economic outlook. Also, ECB Vice
President Guindos said the economic recovery is uncertain and incomplete, and if the stimulus is removed too
early, it may harm the recovery.
A jump in inflation expectations is also bullish for gold demand as a hedge against inflation after the 10-year Tnote breakeven inflation rate jumped to a 1-1/2 month high Wednesday of 1.749%.
Looking ahead, a Reuters poll predicted that while gold may average less than $2,000 next year as a record rally
slows, prices could still touch new highs with continued stimulus, continued negative interest rates, the second
wave of COVID infection spiking uncontrollably. Platinum and palladium could gain on a tentative recovery in
the auto sector, the survey showed. Silver prices garnered support on signs of strength in China's economy with
data released earlier in the week showing China Sep vehicle sales jumped +13% y/y.
There however appears no definite clarity on the continued shifting of positions on the stimulus relief bill which
shorter-term traders can price into the precious metals market. Long term investors have shifted focused on
what the November election outcome means for stimulus later, with a Democrat victory seen boosting gold’s
sentiment with a very large stimulus package.
The concern for precious metals traders and other financial market players had been the size of the fiscal
stimulus package after the election. The key question is not whether there will be a fiscal stimulus from
Washington DC, but the size and the timing of it. With Joe Biden leading over the incumbent, and with the event
of the Democrats also taking control of the senate, a large stimulus package would be very likely pass before the
inauguration of the next president in January.

The Big Picture
The key drivers of gold; real interest rates and the Dollar are expected to remain soft without concrete economic
progress worldwide. The investment money would still be in Gold in the long term. Yet there had been the
deteriorating short-term technical picture in the medium term and lack of actual current monetary stimulus to
boost precious metals.
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Ultra-low yields and negative real interest rates are however expected to remain as they are now for much
longer, this should provide support for the gold prices in the long term. Central banks can be expected to
continue to have major concerns about economic growth and not deviate from policies favourable for metals.
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Market view: Fundamentally Bullish in the long term, shorter-term direction would be driven technicals and
central bank monetary and other fiscal stimulus.
Though the fundamentals that have been pushing Gold remain unchanged, the policy framework of central
banks may lead to a reassessment of the impact of structural market drivers that drove gold to record highs
especially as central banks are reluctant to introduce new monetary stimulus measures.
With renewed strength in the US Dollar disappointing Gold Bulls, the sentiment has turned bearish in the shortterm. Although recent major central banks statements and comments shows that they have major concerns
about economic growth and that ultra-low yields and low or negative interest rates will remain as they are now
for much longer. This would be supportive for the gold prices in the longer term. In the shorter term, however,
with no new definite drivers with enough mojo that would be able to propel Gold to new highs beyond recent
record levels, prices can expected to consolidate or fall.
Although the longer-term bullish fundamentals have not structurally change and central bankers have
constantly reminded not to expect a V shape and quick recovery. There would be structural changes in
Industries that would prolong recovery. This would serve as a constant reminder to investors that all is still not
well with the entire world. Monetary and fiscal stimulus measures would still be needed to support growth and
may be a key reason for believing in higher prices for gold in the long term.
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Structural Gold Drivers have not changed
Covid-19 has been supportive for Gold as a safe-haven asset as the number of unknowns about the spread of
the epidemic remains large.
Financial uncertainty combined by low interest rates are bolstering Gold investment demand.
Fiscal and Monetary stimulus measures by Governments and Central Banks are underpinning Gold.
Net Gold purchases by Central Banks remain robust but cracks are appearing as some traditional net buyers of
gold have stopped or reduce purchases. The central banks in August have been net-sellers though they are
expected to be net-purchasers in 2020 due to accumulation earlier in the year.
On the other hand, expectations of weaker economic growth in large consumers India and China may result in
weaker demand and act as a damper on prices.

GENERAL DISCLAIMER / DISCLOSURE
This publication is prepared by Phillip Futures Pte Ltd., 250 North Bridge Road, #07-01, Raffles City Tower, Singapore 179101 (Registration Number:
198305695G), which is regulated by the Monetary Authority of Singapore ( “Phillip Futures”). By receiving or reading this publication, you agree to be
bound by the terms and limitations set out below.
This publication has been provided to you for personal use only and shall not be reproduced distributed or published by you in whole or in part, for any
purpose. If you have received this document by mistake, please delete or destroy it, and notify the sender immediately. Phillip Futures shall not be liable
for any direct or consequential loss arising from any use of material contained in this publication.
The information contained in this publication has been obtained from public sources which Phillip Futures has no reason to believe are unreliable and any
analysis, forecasts, projections, expectations and opinions (collectively, the “Research”) contained in this publication are based on such information and
are expressions of belief of the individual author or the indicated source (as applicable) only. Phillip Futures has not verified this information and no
representation or warranty, express or implied, is made that such information or Research is accurate, complete, appropriate or verified or should be relied
upon as such. Any such information or Research contained in this publication is subject to change, and Phillip Futures shall not have any responsibility to
maintain or update the information or Research made available or to supply any corrections, updates or releases in connection therewith. In no event will
Phillip Futures or persons associated with or connected to Phillip Futures, including but not limited its officers, directors, employees or persons involved in
the preparation or issuance of this report, (i) be liable in any manner whatsoever for any consequences (including but not limited to any special, direct,
indirect, incidental or consequential losses, loss of profits and damages) of any reliance or usage of this publication or (ii) accept any legal responsibility
from any person who receives this publication, even if it has been advised of the possibility of such damages. You must make the final investment decision
and accept all responsibility for your investment decision including but not limited to your reliance on the information, data and/or other materials presented
in this publication.
Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this material are as of the date indicated and are subject to change at
any time without prior notice.
Past performance of any product referred to in this publication is not indicative of future results.
This report does not constitute, and should not be used as a substitute for, tax, legal or investment advice. This publication should not be relied upon
exclusively or as authoritative without further being subject to the recipient’s own independent verification and exercise of judgment. The fact that this
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publication has been made available constitutes neither a recommendation to enter into a particular transaction nor a representation that any product
described in this material is suitable or appropriate for the recipient. Recipients should be aware that many of the products which may be described in this
publication involve significant risks and may not be suitable for all investors, and that any decision to enter into transactions involving such products should
not be made unless all such risks are understood and an independent determination has been made that such transactions would be appropriate. Any
discussion of the risks contained herein with respect to any product should not be considered to be a disclosure of all risks or a complete discussion of
such risks.
Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of any product. Any decision to purchase any product
mentioned in this research should take into account existing public information, including any registered prospectus in respect of such product.
Phillip Futures, or persons associated with or connected to Phillip Futures, including but not limited to its officers, directors, employees or persons
involved in the preparation or issuance of this report, may provide an array of financial services to a large number of corporations in Singapore and
worldwide, including but not limited to commercial / investment banking activities (including sponsorship, financial advisory or underwriting activities),
brokerage or securities trading activities. Phillip Futures, or persons associated with or connected to Phillip Futures, including but not limited to its
officers, directors, employees or persons involved in the preparation or issuance of this report, may have participated in or invested in transactions with
the issuer(s) of the securities mentioned in this publication, and may have performed services for or solicited business from such issuers. Additionally,
Phillip Futures, or persons associated with or connected to Phillip Futures, including but not limited to its officers, directors, employees or persons
involved in the preparation or issuance of this report, may have provided advice or investment services to such companies and investments or related
investments as may be mentioned in this publication.
Phillip Futures or persons associated with or connected to Phillip Futures, including but not limited to its officers, directors, employees or persons involved
in the preparation or issuance of this report may, from time to time maintain a long or short position in securities referred to herein, or in related futures or
options, purchase or sell, make a market in, or engage in any other transaction involving such securities, and earn brokerage or other compensation in
respect of the foregoing. Investments will be denominated in various currencies including US dollars and Euro and thus will be subject to any fluctuation
in exchange rates between US dollars and Euro or foreign currencies and the currency of your own jurisdiction. Such fluctuations may have an adverse
effect on the value, price or income return of the investment.
To the extent permitted by law, Phillip Futures, or persons associated with or connected to Phillip Futures, including but not limited to its officers, directors,
employees or persons involved in the preparation or issuance of this report, may at any time engage in any of the above activities as set out above or
otherwise hold a interest, whether material or not, in respect of companies and investments or related investments which may be mentioned in this
publication. Accordingly, information may be available to Phillip Futures, or persons associated with or connected to Phillip Futures, including but not
limited to its officers, directors, employees or persons involved in the preparation or issuance of this report, which is not reflected in this material, and
Phillip Futures, or persons associated with or connected to Phillip Futures, including but not limited to its officers, directors, employees or persons involved
in the preparation or issuance of this report, may, to the extent permitted by law, have acted upon or used the information prior to or immediately following
its publication. Phillip Futures, or persons associated with or connected to Phillip Futures, including but not limited its officers, directors, employees or
persons involved in the preparation or issuance of this report, may have issued other material that is inconsistent with, or reach different conclusions from,
the contents of this material.
The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or
country where such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Futures
to any registration or licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.
Section 27 of the Financial Advisers Act (Cap. 110) of Singapore and the MAS Notice on Recommendations on Investment Products (FAA-N01) do not
apply in respect of this publication.
This material is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular
needs of any particular person. The products mentioned in this material may not be suitable for all investors and a person receiving or reading this material
should seek advice from a professional and financial adviser regarding the legal, business, financial, tax and other aspects including the suitability of such
products, taking into account the specific investment objectives, financial situation or particular needs of that person, before making a commitment to invest
in any of such products.
Please contact Phillip Futures at [65 65338017] in respect of any matters arising from, or in connection with, this document.
This report is only for the purpose of distribution in Singapore.
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