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Gold prices on MCX today opened with gap up made a high of 51833.00 tracking gains from
international gold prices which breached all-time high of $1,921 reached in 2011, considering the
lingering concerns about the state of the global economy and flaring geopolitical conflict between
the USA and China. The bigger and more important psychological target is now at $2,000, weakening
the US dollar and the possibility that global central banks will continue pumping money into the
financial systems to support the economies are also among the traditionally bullish factors for Gold.
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But the important question is will the Gold price crash or continuous to shine this Week?
This week is crucial because it will either make or break the rally for the gold price. The reason is that
the gold price today crossed its all-time high, a critical level that may experience some massive sell
orders. Although, all long term fundamentals we still believe that the bulls are in control of the gold
price, and nothing is going to stop them from pushing the gold price higher. The gold price reaching
a record high is still a headline that deserves respect and may see many investors booking some
profit this week.
The most important event for the gold price this week is the Federal Reserve’s rate announcement on
Wednesday. It is widely anticipated that the Fed will hold the interest rate at the current level.
Remember, the Fed’s decision on monetary policy impacts the dollar price, which moves the gold
price. A dovish monetary policy stance is usually harmful to the dollar and positive for the gold price
and vice versa. The Fed is expected to hint that the U.S.’s economic recovery isn’t what they
anticipated. The emergence of the second coronavirus wave has adversely influenced the gold
price. The Fed may indicate that it may take additional steps to support the U.S. economy in the
coming months. If the message becomes especially dovish, we believe there are stronger chances
for the gold price to test $2,000 this week. Investors should keep an eye on the stimulus talk in
Washington. If we get a green light on the stimulus front, we may see the equities rally again, and
the concept of another stock crash may go out the window. A rally in the risker assets may take some
shine off the metal price, but it does not mean that the gold price will lose momentum.

Gold and the Real Rate Wedge
The real 10-year US Treasury interest rate is
approaching the all-time low of -0.75% set in
2011. Gold, which has a strong negative
correlation to real rates, has breached $1,800
an ounce—and we think it has further to go.
Even though the nominal 10-year Treasury yield
is anchored, inflation expectations, the
“wedge” between nominal and falling real
rates, is rising. Since March, inflation breakevens
have jumped to 135 basis points from 50 basis
points. Unlike 2011, when breakevens were
steady or falling, inflation expectations now will likely be fueled by deglobalization, dollar
depreciation, shifting demographics, debt monetization and the absence of consumer
deleveraging. All of this looks bullish for gold.
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CHART

'As Gold has moved above $1900 level mark many traders get anxious and tend to lock profit on their
long positions. Massive sell-orders clustered around that barrier may create a strong bearish bias and push
the price below $1,900 to $1,1870 (may see $1,856) before any growth is resumed. However, the daily RSI
shows no signs of reversal but be-alert as it reached the level of 90.00 on daily chart, which means the
bulls are still in full control, while the correction can't be ignored. Therefore, we will continue to suggest
the bullish trend with caution, noting that breaking $1900.00 will press on the price to start bearish
correction before resuming the main bullish trend.'
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