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Chart-in-Focus: Precious Returns: Gold's Technical Case

The price of Gold, represented by the XAUUSD ticker, is influenced by a myriad of factors, making it a complex and
dynamic commodity in the financial markets. One key determinant is market demand, which can be driven by
various factors such as geopolitical tensions, economic uncertainty, and inflationary pressures. Gold has
traditionally been regarded as a safe-haven asset, particularly during periods of inflation. Investors often flock to
gold as a store of value in times of economic instability, seeking a hedge against the erosion of purchasing power.
This inherent characteristic positions gold as a valuable asset in diversified portfolios, contributing to its demand

and subsequent impact on its price.

Furthermore, the relationship between the U.S. Dollar Index (DXY) and gold prices is notable. The inverse correlation
between the two is often observed, as a stronger U.S. dollar tends to exert downward pressure on gold prices. This is
because gold is priced in U.S. dollars, and a robust dollar makes gold relatively more expensive for investors holding
> bl R other currencies. Conversely, a weaker dollar
can enhance the appeal of gold, making it more
affordable for investors outside the United
States. As a result, fluctuations in the U.S.
Dollar Index play a significant role in shaping
the pricing dynamics of gold in the global
markets. Investors keenly monitor these
interconnected factors to make informed

decisions in the ever-evolving landscape of gold

trading.
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The examination of the comparative performance of Gold (XAUUSD), Equities (SPX), and DXY, along
with an assessment of the Federal Reserve's anticipated interest rate path, underscores a
compelling argument in favor of Gold. The meticulous analysis of Gold's (XAUUSD) technical setup
across various timeframes points to its strong potential. This positions Gold as an ideal inclusion in
the portfolio, and for existing allocations, a warranted increase is advisable.

Relative Comparison (Gold, Equities, and Dollar Index)
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Looking at the relative performance of Gold on a Year-to-Date (YTD) basis, Gold has returned 9.64%. It has
underperformed the equities represented by SPX (S&P500 Index) as SPX has returned 19.23% over the same period.
The value of US Dollar also affects Gold price. The Dollar Index (DXY) is influenced by a multitude of factors, with key
determinants including U.S. economic indicators such as GDP growth, employment data, and inflation rates.
Additionally, global geopolitical events, interest rate differentials, and market sentiment toward the U.S. dollar play
pivotal roles in shaping the fluctuations of the Dollar Index. DXY has stayed flat returning a negative return of just

(-0.12%) returns.

A Technical Look At Gold (XAUUSD)

On YTD basis Gold (XAUUSD) may have lagged Equities in terms of returns by returning 9.64% against the equities
returning 19.23%. However, over the past couple of months, the technical setup in Gold is getting bullish while
Equities continue to consolidate. Comparing relative returns over the past Quarter, Gold has outperformed the

Equities. While
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The examination of the long-term monthly charts shows that the strong multi-year uptrend that began after 2008
halted when Gold tested the levels of USD 1908 in August 2011. Beginning that point, GOLD faced good amount of
corrective retracement and lost a bulk of its value by 2015 and stayed sideways until 2018. This decade was the one
when Gold severely underperformed the Equities where a strong bull run was in place. Gold started to perform again
from the middle of 2019. It went on to test 1900 levels and create a classical double top by July 2020. This was a

major double top resistance that was tested after nearly 12 years.

Notable point is that Gold saw just broad ranged consolidate and did not see any major retracement even after
testing and resisting a 12-year old major double top resistance. The precious metal did made incremental highs and
a high of 2070 but it largely traded between 1900-1600 zone and made multiple attempts in between to cross above
1900 levels. However, a clean breakout continued to elude. The 10-, and the 40-period MA also share a very
important relationship. Presently, the 10-month MA trades above 40-month MA and the prices rule above both these
MAs which are placed at 1941 and 1845 respectively. Presently, going by the price action, so long as the prices keep
their head above 1900-1940 zone, higher are the chances that they will go towards their all time high levels of 2070

and eventually breakout above that.
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Zooming out to weekly chart presents an equally encouraging picture. The price action over the past 18 months has
led to the creation of a large bullish ascending triangle. While this formation was developing, 10-week MA witnessed
a crossover twice on either side. Presently, 10-week MA which is placed at 1944.50 is about to cross above the 40-
week MA which is at 1945.75. Historically speaking a positive crossover; i.e., the 10-week MA crossing above the 40-

week MA has had positive fallouts for the precious metal.

Conclusion:

The technical charts of Gold (XAUUSD) suggest that if the precious metal is able to maintain certain levels, it may be
in a strong trending move on the upside. If the prices crosses above USD 2020 and stays above that, there would be
higher chances of it traveling towards its all-time high levels of 2070. The observation of price behavior of the Gold
above the levels of 2020 and near 2070 would be extremely important. Some amount of consolidation and ranged
moves between 2000-2070 may not be ruled out but any cross above 2070 is set to lay ground for a strong and
structural breakout in Gold. There are all chances that the precious metal may give equities, as an asset class, a run

for its money over the coming months.
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Don't miss out on consistent alpha-generating investment ideas! We provide top-tier insights regularly and
offer a completely risk-free experience with our money-back guarantee. It's time to supercharge your portfolio

and unlock your investment potential. Discover all the benefits of our service and get started today. Find more

details about the service by CLICKING HERE .Trust us — you'll be glad you did!

Milan Vaishnav, CMT, MSTA,
Technical Analyst,
Member: (CMT Association, USA | GSTA, Canada | STA, UK) | (Research Analyst, SEBI Reg. No. INH000003341)

FULL MEMBER

2023 -2024 Disclaimer and Disclosures

) lA Society of Technical Analysts

CMT

W cuanernotoer Jf

A
N

Disclosure pursuant to Clause 19 of SEBI (Research Analysts) Regulations 2014: The analyst, Family Members, or his Associates holds no financial interest below 1% or higher than
1% and has not received any compensation from the Companies discussed. The securities discussed and opinions expressed in this report may not be suitable for all investors,
who must make their own investment decisions, based on their own investment objectives, financial positions, and needs of specific recipients. This may not be taken in
substitution for the exercise of independent judgment by any recipient. The recipient should independently evaluate the investment risks. The value and return on investment may
vary because of changes in interest rates, foreign exchange rates, or any other reason. Past performance is not necessarily a guide to future performance. The usage of the
Research Reports and other Services are governed as per the Terms of Service at The Research Analyst has not managed or co-
managed the issues of any of the companies discussed and has not received any such remuneration from such activities from the companies discussed. The Research Analyst
has not received any remuneration from the Merchant Banking activities. The Research Analyst has adopted an independent approach without any conflict from anyone. The
Research Analyst has not received any compensation or other benefits from the companies mentioned in the report or third parties in connection with the preparation of the
research report. Compensation of the Research Analysts is not based on any specific merchant banking, investment banking, or brokerage service transactions. The Research
Analyst is not engaged in a market-making activity for the companies mentioned in the report. The Research Analyst submits that no material disciplinary action has been taken on
him by any Regulatory Authority impacting Equity Research Analysis activities. This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen
or resident of or located in any locality, state, country, or other jurisdiction, where such distribution, publication, availability, or use would be contrary to law, regulation or which would

subject the Research Analyst to any registration or licensing requirement within such jurisdiction.

www.ChartWizard.ae



https://www.chartwizard.ae/2022/12/29/chart-in-focus-investment-pick-for-2023/
https://www.chartwizard.ae/services/money-managers-family-office/
https://www.chartwizard.ae/terms-of-use/

