
 
 
 
 
 
 
From the year 2005, gold prices moved ~91% upwards in the 1st 5 years and a 
mere ~36% in the following 5 years. It has been gradually losing its sheen as it 
has shed 12% in the last 2 years. Bullion’s time-honoured appeal as a safe 
haven sent the price to Rs.35,074/- per 10 gms but has thereafter crashed 
~30% in absolute terms. 
 
Reasons for changes in Gold Prices: 
 
 Global demand for gold has dipped by 1%. Whereas supply has remained constant 

leading to a fall in prices. 
 World Jewellery demand has dropped by 3%. Inflows into ETFs have increased by 4% y-o-y which indicates a movement away 

from physical gold. 
 The global demand for gold bars and coins has dropped by 4% and 30% y-o-y respectively as of March 2015. 
 In India, demand for gold as an investment is down to a 6 year low. 

 Gold demand in electronic devices is down 2% in the 1st quarter ended March 2015. 
Demand in dental industry has dropped nearly 11%. 
 The mining Production grew by 2% y-o-y adding to the supply. 
 Stocking by Central Banks- Central banks hold ~20% of all the gold that has ever been 
mined. As the Banks increase their holdings, the prices of gold move upwards. Recently, the 
Central Banks have kept their Gold holdings constant. 
 Inflation hedge- Rightly or not, gold is widely viewed as an inflation hedge — a reliable 
measure of protection against purchasing power risk. The precious metal may not be the best 
option for that purpose, though. Some gold investors fail to consider its volatility as well as 
its opportunity cost, while others fail to anticipate storage needs and other logistical 
complexities of gold ownership. Global inflation is moving downwards, hence investors are 
moving away from gold. 

 Dollar relation -  In 2008, the International Monetary Fund (or IMF) estimated that 40–50% of the moves in the gold prices were 
dollar-related. A 1% change in the effective external value of the U.S. dollar led to more than a 1% inverse change in gold prices. 
This inverse relationship isn’t as precise. The inverse relationship remains because: A falling dollar increases the value of other 
countries’ currencies. This increases the demand for commodities including gold. It also increases the prices. When the U.S. dollar 
starts to lose its value, investors look for alternative investment sources to store value. Gold is an alternative. 

 Higher real interest rates raise the opportunity cost for investors holding gold. Hence with the expectations of an increase in US 
interest rates, investors are moving to better investment 
opportunities. 

 Oil connection - The main idea behind  the gold-oil relation is the 
one which suggests that prices of crude oil partly account for inflation. 
Increases in the price of oil result in increased prices of gasoline which 
is derived from oil. If gasoline is more expensive, than it’s more costly 
to transport goods and their prices go up. The final result is an 
increased price level – in other words, inflation. The second part of the 
causal link is the fact that precious metals tend to appreciate with 
inflation rising (in the current – flat – monetary environment). So, an 
increase in the price of crude oil can, eventually, translate into higher 
precious metals prices. 

 Custom Duty-  The Customs Duty on gold was 10% in India in March 2015. As the duty decreases, the demand for gold increases. 
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Official Central Bank holdings surveyed in July 2015 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Gold Facts: 
 India’s unofficial private gold holdings stands at an estimated  15,000 
    tonnes or 1,50,00,000 kilos. 
 Mined Gold - ~2,00,000 tonnes 
 Discovered & Unmined- ~55,000 tonnes  
 ETF Traded - ~3000 tonnes 
 

 

 

 
Source : Wikipedia, World Gold Council 
 

 

Disclaimer: This document is meant for private circulation only. Sapient Wealth Advisors & Brokers Pvt. Ltd has taken due care while compiling this report. 
All information/opinion contained/expressed herein above by SWABPL has been based upon information available to the public and the 
sources, we believe, to be reliable, but we do not make any representation or warranty as to its accuracy, completeness or correctness. 
Customers should use this information at their own risk. SWABPL shall not be held responsible for any direct or indirect loss caused by 
relying on this information. 

Top 10 according to World Gold 
Council's "July 2015" rankings  

Rank Country / 
Organization 

Gold 
holdings 
(in tonnes) 

1  United 
States 8,133.5 

2  Germany 3,383.4 

3  Italy 2,451.8 

4  France 2,435.4 

5  China 1,658.4 

6  Russia 1,275.2 

7   Switzerland 1,040.0 

8  Japan 765.2 

9  Netherlands 612.5 

10  India 557.7 


