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In The News

Selling The
Family Gold
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Can the IMF's
proposed

sale of 500
tonnes of gold
change market
equations?

SWHENEVER THE INTERNATIONAL MONRTARY FUND
(IMF) starts selling gold, Twaould start boying,”
smied Jim Rogers, the commedity guru who
eo-founded Quantum Fund with George Soros,
in a recent interview. From current levels of
Sgr2: per ounee, Rogers expects gold prices to
fall (whenever IMF sells) to about 2750 per
ounce — at which price he finds gold prices
altractive erongh bo by,

The words of Rogers — who predicted the
commodity boom sinee 1999 — ean't usually
he taken lightly. After all, the TMF'S gold sale
will add 500 tonnes inte the J,600-tonne
annuil world gold market, And this could dis=
rupt demand and supply equations, rather
than compensating for poor mining produ-
ction. But then, there are equally strong
BT S AR T

Chinn, Russin aond Argentino, for instance,
have been huying a lat of gold over the past fow
momths. China, which had 800 tonnes of gold
as on March 2008 is believed to have acguired
400 tonnes of gold lnst year. “Asian central
hanks are huving gold o diversify/ hedge
thetr reserves — away fram the 115 dollar” says
81 Kannan, assistant vice-president with Kotak

Commodity Services.

The IMF's gald sales might alsa he enor-
dinnted with current and future Centeal Bank
Gald Agresments (CIGA), as per the Andrew
Crockett committee recommendations. As per
the current CRGA, o group of European central
banks have apreed to limit their gold sales to not

Bullion

more than 500 lonmes annually,

It is expected that TMF and the Enropenn
Central Bank put together wouoldn't breach the
limit, thepeby cunsing lesser disruptions in the
market. “The sale will be staggered over the next
five years with not more than 80-100 tonnes of
fold sold every vear; savs Bajani Panicker, head
of research at MIF Global Commodities.

During 2008-08, European centrol banks
have heen selling gold in lower quantities
(85 tonnes against the agreed limit of 500
(T [lruvidihg room for IMF sales, Refore
thag, they hiad gold 430 tonnes of gold each vear
almost reaching the annuel limit. The CRGA
agreement is due for renewal this September.
But countries such as France, Metherlands,
Switzerland and Spain — the erstwhile huge
gold sellers — have already stopped selling the
vellow metal,

The IMF is selling gold and adopting a new
income madel so that it no longer depends only
on lending ineome to finance its various
activities. The G-20 summit held last month
proposed to use additionsl resourees from gold
sales to provide 36 hillion in financing for paor
countries. But for a while, the proposal might
remuin on paper, Mo executive board decigion
to sell pold has been taken and US Con-
gressional authorisation by luow would be
required,” says the TMF wehsite.

That means Hogers might have to cool his
beels for o while.
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