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Recent  Wor l d G old Counci l resear ch show s t hat  gold can r emai n at tr act ive to inves t ors  at higher  rat es,  and t hat — rat her count er int ui ti vely—i nves tor s  w ho expect  r ates  to r ise shoul d m ove port f oli o assets  fr om  bonds  to gold. 1  
CO MMON  WI SDO M says  t hat hi gher real  ( i nfl ati on- adjus t ed) US i nter es t rat es ar e al ways  bad fo r gold.  L ike many f act oi ds we see t his  as  both par tl y r i ght—hi gh r at es do tend to aff ect gol d—part ly  w rong,  and unhelp ful ly s im pl is ti c.  

I nter es t rat es  ar e i n t he new s  because quant it ati ve eas i ng ( QE ) has  kept  i nter es t r at es  l ow and w i del y- expected QE taper i ng i s  l ikel y t o d ri ve up US r ates . How ever , ther e ar e t hr ee r easons  why higher  real  r ates  may not put gl obal inves t ors  or consumer s  of f  gol d.  
Fi rs t , inves t ors  tur n to gold  f or di vers i fi cati on as  wel l as r etur ns . The r esearch shows that  gol d has  been qui te eff ecti ve at  d iver s if ying i nvest m ent  port f oli os  and reduci ng r i sk at  r eal int eres t  r ates  of up to 4% ( curr ent US  r eal rat es  ar e s t il l negati ve) , an d as  i nter es t r at es  r i se inves t ors  should swi tch fr om  bonds  to gol d.  

Second,  t he ar gument  may no l onger hol d. The case for  U S int eres t  r ates  as gol d’s  key dr iver  is  bu il t lar gely  on anal ys is  of  1970s  and  1980s  mar kets—w hen condi ti ons  w ere ver y di ff er ent fr om  t oday’s.   
Thi r d, gold’ s  di ver si f ied demand acts  as  a br ake on pr ice changes .  N earl y 60%  of dem and  com es  fr om  j ewel ry  and technol ogy and these non-i nves tm ent segment s  ar e l ess sensi t ive to int eres t -r at e changes .  
RI SI NG  R AT ES MA Y NO T DEN T—A ND  PO TEN TI AL LY BO OST —GO LD ’S AP PEAL  T O IN VE STOR S  

O UR AN AL YSI S (see Table 1)  
shows  that  i n a mo der at e-r ate envir onm ent ( real  r ates  of 0%  t o 4% )  nom inal  g old ret ur ns have been even s l ight ly hi gher than gol d’s  long- t er m  aver age ( 6% -7%  per year) .  H owever , gold’ s  v olat il it y has  fal len and has  s tayed si gni fi cantl y l ower  than st ocks’ ; in addit io n, gold’ s  l ow cor rel ati on t o global  equi ti es—one of  g old’ s  key diver s if i cat i on at tr ib utes—has  r emai ned cl ose t o zer o.  
I n t his  moder at e- r ate envir onm ent gold coul d sens ibl y r epl ace bonds  as  a bal ance f or equit y r i sk.2 Wit h U S r eal  r ates  at  h is to ri c l ows ,  bonds  have l im it ed ups i de because t hey can onl y f all  so much fu rt her.  A s  such,  bonds  are unli kely t o gi ve i nves tor s  t he r isk buf fer  t hey p rovi ded over  the past  2 0 year s wh en r ates  had f urt her  t o f all .  

The resear ch used l ong- ter m  hi s tor ical  r et urns  to deter mi ne opti mal  gol d holdi ngs  i n a s tandar d 60/ 40 port f oli o ( 60%  of  asset s in  equi ti es and al t er nat ive asset s , 40% in  bonds  and  m oney m arket s ) under  di ff er ent bond- ret ur n scenari os .  
The resul ts  sug gest  t hat wh en expected r eal  r et urns  for  10-y ear  bonds  ar e at  ar ound 4% ,  gol d shoul d b e 5%  of  t he p ort f oli o.  
H owever , when expect ed bond r etur ns  ar e low ered to 0%  cl ose to  w her e they are now—and gol d r etur ns  r em ain unchanged—the opti m al  gold holdi ng ri ses f rom  5 % to r oughly 6.5% . 3  

I ndeed, the rat io nal e f or   
buyi ng gol d as  a s t rat egic (l ong-  t erm )  asset is  to diver s if y,  pr ot ect   
pur chasi ng power , and r educe  

A VER AG E MO NT HLY   
RE TUR NS AG AI N ST REA L U S  
I NTE RES T R ATE S ( 1975- 2013)   
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TA BLE  1:  Pos i ti ve r et urns  wi th l ow volat il it y an d  
cor rel ati ons  under  ‘m oder at e’  i nter es t- r ate con dit ions   

I nter es t rat es  based on 1- year T- bil ls .  I nf lat ion adju st m ent  usi ng CPI . Sour ce: Bl oomber g, Wor ld Gol d C ouncil   
1 Worl d G old  Cou nci l , Gol d and US i nter est  rat es:  a r eali ty check, Gol d I nves tor ,  V olum e 3,  Jul y 2013 .  
2 Worl d G old  Cou nci l , Can g old repl ace bonds  in balanci ng equi ty  r isk? Gol d I nves tor ,  V olum e 5,  Jul y 2013 .  



  
  

r isk—especial ly dur ing ‘ tai l ri sk’  event s—sudden mar ket  shocks  t hat cause severe losses  ( see Char t  2) .4 No t unti l r eal  rat es ar e m uch hi gher ( mor e t han 4% ) , have gol d pri ces  hi st or ical ly tended to f all , whi le gol d’s  volat il it y an d cor rel ati ons  i ncr eased rel ati ve t o thei r long- t erm  aver age.  
U S I NT ERE ST R AT ES ARE  N O LON GE R GO LD’ S KE Y DRI V ER  

TH E ARG UME NT that  hi gher  U S r at es  push gol d p ri ces dow n can be summ ed up  as  f ol low s.  I nves t ors  buy gol d as  a s t ore of value when t hey  can’ t get decen t yiel ds  f rom  st ocks  and bonds , so w hen i nter es t rat es  r ise inves t ors  are li kely t o m ove aw ay f rom  gold.  I f  U S r at es  ri se, all  gl obal  r ates  w i ll  r ise.   
We have alr eady expl ain ed t hat inves t ors  don’t  jus t buy gold as  a shor t -t er m inves t ment , so w e t urn to  t he i dea t hat US int er est  r at es  dr ive global  r ates .   

Many i nves tor s  do not  buy thi s  t heor y. They poi nt  out  t hat f act or s  t hat made the US r at e t he ben chm ar k t en year s  ago have f aded. Today,  m onetar y t i ghteni ng/eas i ng cycl es dif f er acro ss  regi ons , the outl ook on t he U S d oll ar’ s  r ol e as  t he w or ld’ s  r eserve curr ency i s  l ess cer tai n, and U S assets  make up a sm al ler  pr opor ti on of the wor l d’s  inves t ment  assets .   
A s developi ng mar kets  conti nue t o expand,  U S int eres t  r ates  are li kely to become one of  sever al  gl obal measur es t hat  inves to rs  use to evaluat e gol d.   
O UTPE RFO RMAN CE  O F A  PO RT FOLI O  WI TH  5%  I N  G OLD  V ER SUS A POR TFO LI O WIT H 0% I N GO LD  

CH AR T 2: Gol d r educes  por t fol io lo sses  dur i ng t ail  r i sk event s Based o n a com par ison of por tf ol io perf or mance betw een  a p ort f oli o w it h and wi t hout gold . Each i ncludes  approxi m at el y 55%  equi t ies , 25%  f ixed in com e and  at  m ost  5% cash  w it h t he r emai ni ng w eight s  opt im all y al l ocat ed t o alt ernat ives  and gol d ( 5%  w hen appl i cabl e) . Bl ack Monday: Sept ember  1987- N ovember  198 7, LTC M:  A ugus t 1998,  D ot- com : Mar ch 2 000-Mar ch 2001,  S eptem ber 11: Sept ember  2001 , 2002 r ecess i on:  March 2002- July 2002, Gr eat  r ecess i on: Oct ober  2007- Febr uary 2009,  Sover ei gn debt  cr is i s  I : January 2010- June 2010,  Sover ei gn debt  cr is i s  I I:  Februar y 2011-O ctob er  2011. Sour ce: Bar clays  C apit al,  B loom ber g, Hedge Fund Resear ch,  J .P . Mor gan,  Th omson Reuter s , Wor ld Gol d C ouncil   
BR EA KD OWN OF  5- YE AR  A VER AG E G OL D DE MA ND  ( EN DI N G 2013) BY  U SES AN D GE OG RA PHY   
CH AR T 3: Near ly 50%  of  dem and i s  non- i nves tm ent;  m or e t han 80%  com es  f r om outs i de E urope and t he U S S ources :  G FMS, Thom pson R eu ter s ; Worl d G ol d Co uncil   

G OLD ’S  WI DE LY DI SPE RSED  D EMAN D  D AMPS DO WN IT S PR IC E VO LAT IL IT Y  
SEV ER AL USE S and r egions  dri ve gol d demand (see C hart  3) and t hi s makes  gold less  sens i ti ve t o i nter es t- r ate changes.  G ol d i s also a consum er pr oduct and dem and f or  j ewel ry ( 49%)  and t echnology ( 10%)  tends  t o grow  i n ti mes  o f economi c gr ow th,  even when int eres t  r ates  are ri s ing—and i nvest m ent  demand does not  dr y up  w hen  i nter es t rat es  head n ort h.  
H owever , the US- r ate- as -m ain- dr iver - of- gol d ar gum ent assum es  t hat inves t ment  dem and i s  t he m ain demand dr iver  ( dr iven by the opport uni ty cos t of put ti ng m oney i n gold) . Fi gures  show that  gl obal in ves t ment  d em and av er aged 27% of  gol d dem and ( see C hart  3)  over the las t  f iv e year s.  Many comm entat or s poi nt out that  i nves tm ent  dem an d m ay have a di spr opor t ionat e ef fect  on gol d pr ices  because tr ansacti ons  t end t o be lar ge and can cr eate pri ce changes  that  af fect  behavi or  i n ot her  m arket s . Even i f  exchange- tr aded f unds  (ET Fs) and over - the- count er (O TC ) demand is  added i n, thi s  put s  i nves tm ent demand at 37% —wel l below  jewel r y’s  48% .  
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3 We assu me a conservat iv e 0%  r eal r et ur n f or  gol d t hr oughout  t his  exer ci se,  w ell  b el ow  i ts  long- ter m  aver age. A higher  expect ed r et urn f or gold wo uld incr ease i ts  op ti mal  w eight  i n a por tf ol io.  4 Worl d Gol d C ouncil , Why i nves t in gol d? G old I nvest or , Vol ume 4, Oct ober  2013.   
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DISCLAIMER 
  

While the World Gold 
Council has checked 
the accuracy of the 
information in this 
report, it does not 
warrant or guarantee 
the accuracy, 
completeness or 
reliability of this 
information. The World 
Gold Council does not 
undertake to update or 
advise of changes to the   

information in this 
report. The World Gold 
Council does not accept 
responsibility for any 
losses or damages 
arising directly or 
indirectly, from the use 
of this report, even if 
notified of the 
possibility of such 
losses or damages. 
  

This report 
contains forward- 
looking statements. The 
use of the words 
“believes,” “expects,” 
“may,” or “suggests” or 
words of similar 
import, identifies a 
statement as “forward-
looking.” The forward-
looking statements 
included herein are 
based on current 
expectations that 
involve a number of 
risks and uncertainties. 
These forward-looking 
statements are based on 
the analysis of the 
World Gold Council. 
Assumptions relating to 
the foregoing involve 
judgments with respect 
to, among other things, 

 

future economic, 
competitive and market 
conditions all of which 
are difficult or 
impossible to predict 
accurately. In addition, 
the demand for gold 
and the international 
gold markets are 
subject to substantial 
risks which increase the 
uncertainty inherent in 
the forward-looking 
statements. In light of 
the significant 
uncertainties inherent in 
the forward-looking 
information included 
herein, the inclusion of 
such information 
should not be regarded 
as a representation by 
the World Gold 
Council that the 
forward- looking 
statements will be 
achieved. We caution 
you not to place undue 
reliance on our 
forward- looking 
statements. Except as 
we may deem 
appropriate in the 
normal course of our 
publication cycle,

  

we do not intend to 
update or revise any 
forward-looking 
statements, whether as 
a result of new 
information, future 
events or otherwise, 
and we assume no 
responsibility for 
updating any forward-
looking statements. 
Past performance is no 
indication of future 
results. 
  

A decision to 
invest in gold, any gold 
related products or any 
other products, 
securities or 
investments should not 
be made in reliance on 
any of the statements in 
this report. Before 
making any investment 
decision, prospective 
investors should seek 
advice from their 
financial advisers, take 
into account their 
individual financial 
needs and 
circumstances and 
carefully consider the 
risks associated with 
such investment 
decision. 



  

  

 

Important Information Relating to SPDR Gold Trust: 
  

The SPDR Gold Trust (“GLD”) has filed a registration 
statement (including a prospectus) with the Securities and  

Exchange Commission (“SEC”) for the offering to which this communication relates. Before you invest, you should 
read the prospectus in that registration statement and other documents GLD has filed with the SEC for more complete
information about GLD and this offering. You may get these documents for free by visiting EDGAR on the SEC 
website at www.sec.gov or by visiting www.spdrgoldshares.com. Alternatively, the Trust or any authorized 



  

participant will arrange to send you the prospectus if you request it by calling 1-866-320-4053.  

  
ETF’s trade like stocks, are subject to investment risk, fluctuate in market value and may trade at prices above or below the ETF’s net 
asset value. Brokerage commissions and GLD expenses will reduce returns.

  

Diversification does not assure a profit and may not protect against investment loss.
  

Investing in commodities entails significant risk and is not appropriate for all investors. 

  

  

“SPDR” is a registered trademark of Standard & Poor’s Financial Services LLC (“S&P”) and has been licensed for use by 
State Street Corporation. No financial product offered by State Street Corporation or its affiliates is sponsored, endorsed,

sold or promoted by S&P or its affiliates, and S&P and its affiliates make no representation, warranty or condition regarding the 
advisability of buying, selling or holding units/shares in such products. Further limitations that could affect investors’ rights may be 
found in GLD’s prospectus. 
  
For more information: State Street Global Markets, LLC, One Lincoln Street, Boston, MA, 02111 • 866.320.4053 • 
www.spdrgoldshares.com. 
  
Not FDIC Insured – No Bank Guarantee – May Lose Value  
  
IBG-10815 



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. 


