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Price drop likely to spur demand

Following a remarkable performance year-to-
date, the gold price fell by over 3% on 4
QOctober, taking it below US$1,300/0z for the
first time since the Brexit announcement in
June 2016. The move seems to have been
driven by speculation of a scaling back in the
ECBs asset purchase programme, combined
with rising expectations of a US rate hike in
December, The move was exacerbated by
technical levels, tactical positioning in
derivatives markets and a national holiday in
China. Looking forward, we believe the price
dip will offer a good buying opportunity for
consumers and long-term investors. In
addition, even though central banks may start
to normalise monetary policies, such a
prolonged period of extraordinary measures
has led to a structural shift in asset allocation
that will linger much longer. In this new
normal of lower returns and higher
uncertainty, gold has an important role to play
in the portfolios of investors large and small.

Gold falls below key support
level

For the past 3 manths, the gold price traded in a range of
$1,310/02-51,37000z2. In the early hours of Cclober 4, the
price started consolidating near the kower end of the range.
This was drivien by shighthy batter-than-expected econamic
news in the US and recent bullish cormmentary by some of
the Fed's FOMC members. The media also reponted that
the ECE may look 1o scale back its €10 billion monthly bond
purchase programma.

Once the gold price pushed below USE1,310/z an cwnce,
reprasenting gold’s 100-day moving average, technacal
salling increased sharply (Chart 1), exacarbating the fall and
triggaring stop-losses and further tactical selling,
heanwhile, Chinese imvestors, who have historically
bought an dips, wera celebrating Goldan Waak national
holiday, leaving domestic markets closed.

Chart 1: Gold fell below it 100-day moving average
prompting further tactical selling
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Higher rates may not result in a
lower gold price

A ghift in rmonetary palicy need not signal lower gold prices,
Although negative nominal rates are unprecedented, thare
ang many histoncal precadants for negatiee real rates which
give rise io the following stylized facts:

= \When real rates are negative, gold retums tend to be
wice 85 high as the long-term average

= Evan if real rates are positive and as long as they are mot
significanthy high (4% i our analysis), average gold
RIS femain Boiailnee

« Falling rates are ganarally bnked to highar gold prices; yet
figing rates aren’t ahwvays Bnked 10 I0Wer prces.
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Price dip to lead to physical
buying

Despite the decline, gold remains one of the best
parforming 855815 this yaar, msing by 20% in dollar terms
(Chart 2

Chart 2: Gold rernains one of the best performing asset
classes this year
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We believe that consurners and investons may see the
price decline as a good buying cppartunity, as many have
bean waiting for a price pullback before entering the
markat. O3 2015 served as a good example, whan a 7%
decling in the gold price triggered a shaip increase in
damand for jewellary and bars and coins.

Sorne data already paint 10 an uplick in CoONSUMEr interest,
Tha top five countries where consumars were searching
anling for gold fallowing the pace diop were in the Middle
East, with the UAE baing number one. Anecdotal evidanca
sugEests that consumers had been holding off purchases
in previous months, so this may wall tngger an increase in
damand. The price correchon also comas at a good time for
Inddian consumers. With & good monsoon, the upoonming
wedding season and Diwali and Dhanteras festivals,
demand could pick up after subdued actiily year-to-date.

Valumes in the physically gold-backed ETF picked wp in the
secondary market as the price fell, and they haven't
resulted in large redemptions so far, We believe this is an
indication that there is still good appetite for gold amongst
thi investment community.

Market Update | Price drop likely 5o spur demand

Cantral banks, a major driver of gold demand, continue to
b strong buyers of th rmetal 1o diversity their resenag
asset holdings considering the shrinking universe of non-
nagative yielding assets, The Russan central bank recantly
said that it had no specific target for its gold holdings and
continues to buy regularly every month, Meamehile, a
recent survey of 19 central bank reserse managers,
conductad by tha Warld Gold Council shows that nearty
90% of them wil gither increase of maintain their curment
gold resanse lavels, indicating a strong floor of support for
gold demand IChart 3.

Chart 3: Central banks are looking to add gold to their
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Gold remains a key portfolio
component in this environment

hdarket fluctuations will naturally ocouwr from time 1o tima,
bt the fundarmental emaronment for gokd remaing strongly
supportiva. The broadar markat environmant of ongaing
lened @l negatneg interast rates, coupled with continuing
palitical, economic and policy wncartainty remains
unchanged, and are generally positne for gold.
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About the World Geld Council

Thi Wiorld Gold Coundil is the market devalopment ofganisation
for the gold industry. Ouwr pupose @ 1o stimulate and sustain
demand for gold, provide industry leadership, and be the global
authority on the gokd market.

Wy develop gold-backed sclutions, Sarices and producs, based
on authcritatioe market insight and wa work with a range of
PAMNETS b pul our IHEAS iN1o SCton. As a resull, we create
structural shifts in dermand for gold across key marked sectars, W
prcnvidh ingights into he imemationsl gold markets, helping paople
12 understand the wealth presensation qualites of gold and its role
in mwating the social and environemaental neoeds of Socaty.
Basird in the UK, with operations in India, the Far East and the LS,
thia Woeld Gold Councl is an association whose mambers
comprise the world's leading gold mining companies.
Waorld Gold Couneil

10 Okl Bailey, London ECAB FNG

Linsted Kingdom

T «+dd4 20 7E26 4700

F +44 30 7E26 4753
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Copyright snd otbar rights
B 2015 Wiorld Gold Ciouncd. A0 Rghts sirsisnvind. Wiorkd Gold Counci snd This
Cirde devioe oro radomarks of the Yionid Goid Councl o &3 afflanes.
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For more information

Pleasa contact:

Juan Carlos Artigas

Dirgctor, Invasiment Ressarch
juanearios anigas@gold.on

+1 212 317 3826

Ezechiel Copic

Director, Central Banks & Public Palicy
erachisl copicligold ong

+1 212 317 3806

Shaokai Fan
Dingctor, Central Banks & Pubic Palicy

Alistair Hewitt

Dirgctor, Market Imteligence
alistar, i

+44 20 726 4741
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SPDR® GOLD TRUST has filed a registration statement (including a prospectus) with the SEC for the
offering to which this communication relates. Before you invest, you should read the prospectus in that
registration statement and other documents the issuer has filed with the SEC for more complete information
about the Trust and this offering. You may get these documents for free by visiting EDGAR on the SEC Web
site at www.sec.gov. Alternatively, the Trust or any Authorized Participant will arrange to send you the
prospectus if you request it by calling toll free at 1-866-320-4053 or contacting State Street Global Markets,
LLC, One Lincoln Street, Attn: SPDR® Gold Shares, 30th Floor, Boston, MA 02111.
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