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Debunking 5 Common
Gold Misconceptions

October 2008 | By George Milling-Stanley, Head of Gold Strategy, SPDR ETFs: Howard Wen, Senior Gold Strategist, SPDR

ETFs: and Diego Andrade, Gold Strategist, SPDR ETFz

Gold is again attracting investor
interest to end 2018. This interest isn’t
surprising — investors tend to flock

to gold when uncertainty is heightened
and when equity returns may

be overstretched.

As we have highlighted in a number of earlier blogs, gold
may be able to perform several roles within a balanced
investment portfolio, including:

1. Acting as a diversifier Gold has the potential to play
adiversifying role in a portfolio because it historically
has not correlated strongly with other major asset
classes held in a typical portfolio.

2, Reducing total portfolio risk Including a gold
allocation within a balanced portfolio may reduce its
overall volatility and improve risk-adjusted returns
because gold has relatively low historical correlation
to many major asset classes that may help diversify a
portfalio. For investors who are already comfortable
with a given level of risk, adding a small gold allocation
may allow them to move further out along the risk
gpectrum in some of their other investments, and
that may also improve risk-adjusted returns.

3. Potential hedge against unexpected events
Gold has a long track record of at times holding
its value or rising when other assets are falling
in a differentiated manner.”
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The potential for possibly lowering portfolio volatility with
an allecation to gold is not the only reason to own gold, and
we've found there are a number of outdated notions holding
back investors from making a long-term allocation in gold.
To tackle this issue, we've put together a list of what we
perceive to be five common misconceptions about gold

and what we believe to be the reality behind these

common misunderstandings.

Misconception 1: Gold’s Only Function is as an
Inflation Hedge

Reality Although gold has historically tended to perform
well during pericds of high and sustained inflation that has
not always been the case. The blue boxes in the chart below
highlight times in the early 19905 and 2000s that gold prices
did not surge even though the inflation risk premium, or the
amount of extra yield investors require to protect against
inflation, did increase. In other words, gold may play an
important role in portfolios, but there are other drivers

to its return than an increase in prices.

Figure 1: Inflation Risk Premium & Price of Gold Don't
Always Move in Lockstep
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Figure 2: Standard Performance of SPDR® Gold Shares (GLD*) as of September 30, 2018

1 Month (%] 0D (%) YO %)
NAV 130 15 A
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past performance, which is no guarames of futare resulis. lavestment returm and principal value will fluctuate, 5o you may

have & gain or loss when shares are sold. Current performance may be higher or lower than that quoted. Visit spdrs.com for mast recent month-and,
Performance retums for pariods of less than one year are not annuakmed. Index rabums ang unmanaged and do nod reflect the deduction of any fees or expenses. The market price
usad 10 calculate the Market Walue raturn is the midpoint between the highest bid and the lowest offer on the exchange on which the shares of the Fund are listed for trading. a5 of
tha tima that tha Fund's NAV is caiculated. If you trade your shares at another time, your retunn may diffier

Misconception 2: Gold does not Pay any
Interest or Produce any Income, so it has
no Value

Reality There are many reasons to buy gold beyond its
potential value as an investment. For instance, many
peaple purchase gold for cultural and religious purposes,

Jewelry represents the largest source of annual demand for
gold, accounting for more than 48 percent of demand for the
precious metal in 2017 Within gold jewelry consumption,
China and India purchased more than half of the world’s gold
Jjewelry last year, and while demand fell in both countries last
year, their historical affinity for gold remains strong® 5o,
while investment demand is important for setting the price
of gold, it is actually a small portion of overall demand. This
highlights how gold demand is different than traditional
assets and actually does not respond to business cycle
changes in the zame way 25 many other commodities.

Misconception 3: Buying or Selling by Central
Banks is the Primary Driver of Gold Prices

Reality While central bank purchases and sales are an
important factor in gold prices, central bank activity rarely
affects more than 109 of each year’s demand or supply. From
1989 to 2009, central bankers were net sellers to the private
sector of about 10% of the annual gold supply; since 2010,
central banks have been net purchasers of about 10% of
annual demand. Meanwhile jewelry regularly accounts for
around 50% or more of end-user demand, and the use of gold
in industrial and technological applications accounts for up
to another 10¢%, Investment demand has historically ranged
from roughly 10% to 20% annually.

State Street Global Advisors

Figure 3: Gold Demand By Source
Demand (Teanes| 17
Fabrication
Jewellery 21220
Tedwology 378
Sub-tntal above fabrication 4548
Total bar & coin demand 0282
ETFs: & similar producis 2028
Cantral bank & othr gt a4
Gold demand (Fabrication Basis) 40582
Surphes/ Deficit ** 3802

Source: Word Gold Couneil, Gold Demand Trends Full Year 2017, a5 of 277018,

* Exchaing &y ceita hedging of central bank options

** Surplus/daficit: This is the difference between total supply and gold
demand. Partly a statistical resideal, this number also capteres demand
in tha OTC market and changes to inventones on commodity exchanges,
with an additional contribution from changes 1o fabrication meniones.

Misconception 4: Gold does not Deserve an
Alloeation in a Portfolio Because it is Volatile

Reality Gold actually ranks around the midrange in terms
of volatility when the precious metal’s price is compared
with various stock and bond indices.* (See Figure 4).
Moreover, if one considers that indices tend to be less
volatile than their individual steck or bond compoenents,
gold’s potential volatility may be less of a concern. In other
waords, claiming that gold might be overly volatile relative to
other investments may be misguided.

" nhoes repnesennnggulﬂ, sincks and bonds in the above compadison ane as follows:
(Gedd = LEIMA Gold Price PM LS00z, Bguities = MSC) EAFE Index, MSC1 EAFE
kewdeox; Bonds = Bloombeny Barclings US Treasury Indéx, Bloombeg Barelays US
Corpoeati High Yield Indi, Bloombing Barceys Global Triasury Ex-US Indix
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Figure 4: Gold's Volatility Historically Tends to be Lower
than Certain Equities
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Misconeeption 5: A Tightening Cycle Leads to
Negative Gold Prices

Reality The traditional view is that when the Fed starts
raising rates the economy is growing well and countering
inflation is starting to be a concern. Interest rates and
inflation are often linked together due to their impact on
real rates, which has historically affected gold prices. There
may be short-term noise, but interest rate hikes are not
necessarily negative for gold. The ten interest rate tightening
eyeles we analyzed since 1971, when gold effectively became
free-floating, had resulted in an average increase of 37% in
the price of gold®, In line with prior tightening eycles, gold is
currently up 13.14% (as of September 30, 2018) from the
price level we saw in December 17, 2015 when the current
interest rate tightening cycle just began.

Throughout the 19703, inflation was a huge concern that
forced the Fed to raise rates aggressively in early 1980,
which helped real rates stretch to 9% and average 4.50%

for the entire decade.” Those rates along with other variables
that affect the gold price played a key role in gold's poor
performance during the 1980s. However, we believe the
long-term trend of real rates is currently in gold's favor,

Today we are in a different macro environment than we
were in the 1970s and 1980z, As figure 5 shows at the start
of the current tightening cycle real rates and gold were at
0.13% and $1,049.40, respectively. After 8 rate hikes both
have increased to 0.61% and §1,250.45, respectively, as of
June 30, 2018, The other variables that drive the price of
gald have helped the price appreciate as real rates increased,
but we believe the most important thing investors need to
keep in mind is that all tightening cycles behave differently
and real interest rates remain at levels that have historically
benefited gald prices.

State Street Global Advisors

Figure 5: Gold's Return has been Higher Under Low and

Moderate Real Rate Regimes®
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The Takeaway for Investors

Today’s uncertain market environment may be the
ideal time for investors to rethink any of these common
misconceptions about gold and the potential role gold
can play in an investment portfolio.

! Since 2000, the correlation of gold wo stocks, bonds and other commodities weas
000, 029, and 0,44, respectivedy. Sowee: S56A, Bloombeng, as of DS/30/2018.
Computed using monthly resum data from Jassary 2000 i Seplember 2018
Corretation medsers the degnas towhich the deviations of one varable Irom its
mean ang nefated to those of a diffenent variabke from its respectie mesan. Stocks
represenied by S&F 500 Index; Bonds regeesented by the Bloombesg Barclays LS.
Aggregate Index; Commodities represented by Bloomiberg Commaodity Indiex. Index
returns refiect all items of income, gain and koss and the reimvestment of daidends
and other income

* World Gold Counc, An levestors Guide 1 the Gold Market LIS Edition,

Decormibar 2010, As quoted in S5GA. The Case for Gold: A Stategic Asse

? FactSet, 556G, from 12,/31/1989 to 12,/31/2013.

* World Gold Coencd, “Gold Demand Tresds Full Year 2007, pubkzhed 02,106/2018.

¥ Sourci: Blsombeng Financial L P 5 St Street Global Advisors, as of
September 30, 2018

* Spurce: Bloomberg Financial L P & State Sireet Global Advisors, as of Date
September 30, 2018

Learn More

For more information, please visit spdres.com,/gld.
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Glossary

Bloombaeeg Barclays Global Treasury sx-U.5, Index & benchmark designed
oo track the fived-rate local curency sovensign debt issued by imvestment-grade
ocountries cutside the US. Bonds must have 8 remaining maturity of ana yearor more.

Eloomberg Barclays US. G High Yield Bond Index Th Barclings
L5 High Yiekd Indis: covars thi universe of fimd rate, ron-mestment gradie debt.
Eurcbonds and debt issues from countries designatod as emerging markets (sovansgn
rating of Baal/BB8+/BBB+ and below using tha middla of Moody's, S&F, and Fich)
are sxcluded, but Canadian and gobal bords (SEC registened) of issuers in non-EMG
counitries ane nchaded. The index includes both corporate and non-Corpaiate secion.
Bloomberg Barclays U.S. Aggregate Bond Index A benchack thal provides a
mixazra of thi performance of the US dollar denomirated imsstment grade bond
market, which includas immstmant grade government bonds, investment grade
corporate bonds, mortgage pass through secwities, commential mortgage backed
securities and asset backed securities that are publicly for sale in the US.

Bl B WS, Tr ¥ Index LS dollar-tdenominated, fixed-rane,
nominal debt issued by thie US Treasury, Treasury bils ane gachuded by the maturity
corstraint, but ane part of a separate Short Treasury Indix

Bloomberg Commodity Index A beoadty diversified commodiy price

index: distributed by Bloombeng Indexes that tracks 27 commodity futures and
sewen ecinr. No one commadity Can comse kas than 7 percent of mone
thasn 15 pescent of thi ingdex, Bnd o SECEEF €3N MEPRESENL MO tam 33 pencent
of thi imdiex

ssga.com | spdrs.com

Impaortant risk information

Thewiews axpressed in this material ane the views of Geonge Milling-Stankey,
Hiweaard Wian aed Diege Andrad through TMB2018 and aee subct 1o changs based
on the market and ather conditions.

Imvesating inwobeees rick, and you coubd kose monesy on an Fwestment in SPOR™ Gold
Teus (MGLD*)

ETFs trade o stocks, ane subject to immestment risk. Suctuate in maret value and

Consumer Prices [CP1) Consumer Prices (CFi| are a measwe of prices paid
bry consumers fioera market basket of consumer goods and sanvices. The yaarly
o manthiy) growsth rates represant the inflation rate.

Dow Jones U.5. Select REIT Index A benchoark of U REITs and RET-Ho
securitins that screens for market capitalation, liquidity and percentage: of revenue
dherivesd From awnership and operation of real estate securities. It is Roat market cap
waighted and quotad in dollars.

LBMA Gold Price The LBMA Gold Price is determined twice each business day
110:30 a.m. and 300 pm. Lordon tme) by th: participants i @ physically settied,
electronic and tradable aection administened by the IBA using a bidding process
that desermines the price of gold by masching buy and sell orders submitted by

thex participants for the applicable uction tma.

MSCI EAFE Indax An equities benchmark that capiures lame- and mid-cap
IEprEsEntation across developed market countnes around the workd, exchuding

the: L3 and Canada.

MSC1 Emerging Markets Index Tha MSC1 Emerging Markets Index captres
lavge and mid-cap representation across 23 emenging markets counries. With 834
constituents, the index covers approximately B5% of the free float-adjussed market
capitalization in each country.

Standard Deviation Measures the historical depersion of a security, fund o index
around an average. Inveshons use standand deviation to measwe expectied risk or
volatility, and a higher standard deviation means the security has tended to show
higher volatility or prica: swings in the past.

Actof 1936 {the "CEAT). As a resalr. shaneholdars of the Trust da not have the
motextions associated with cwnership of shanes in an investment company registensd
under the 1840 Act or the peotections affoeded by the CEA

LD shares trade Bee stocks, ane subject 1@ imvestment risk aod will luctuse in
maxkes ke, The value of GLD shares relases diecthy 1o the value of the gokd beld
lry GLOM ke its expensis), and Auctuations in the: price of gold could materially and
adversely affect an imestment in the shanes. The price recarved upon the: sl of the
shares, which trade at market price, may ba mone or lass than the value of the gold

may brada a1 prices abowe of balow the ETFS' nat asset valse. Brokerage o iSSins
and ETF expenses will reduce rehsms.

Commodities and commodity-index linked securities may be affected by changes

in nverall market movements. changes in interest rates. and othes Tactors such as
weather, desease, embaigoes, or political and regukisary developments, as well as
trading activity of speculators and arbitrageurs in the underkying commodities
Frequent irading of ETFs could significantly increase comemessions and other costs such
that they may olz1 sy savings from low lees or costs.

Diversification doess not erdure a profil o gearanies against loss

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

P i to SPOR* Gold Trust ("GLD*"):
The SPDR Gold Trust (“GLD") kas filed a registration statement (including &
prospectus) with the Securities and Exchange Conmission [“SEC™) for the
offerimg to which this communication relates. Before you invest. you should
read the in that and other GLD
has filed with the SEC for more complote information about GLD and this
offering. Please soe the GLD prospectus for more detailed discussion of the
risks of investing in GLD shares. The GLD prospectes is available by clicking
here. You may get these documents for free by visiting EDGAR on the SEC
whsite at sec.gov o by visiting spdrgoldshares.com. Alematively, the
Truet of aey sutherized participant will arrange to send you the prospectus il
you request it by calling 866.320.4053.
GLD s not an i FRy rog d under the k Comgany Act of
1940 ithe “18401 Act™) and is not subject to regulation under the Commaodity Exchange

o by them. GLD does not genesate any income, and 25 GLD regularky saits
ol to pay for iite ongoing expenses, the amount of gold represented by each Share
will decline over time t that extent.
The: Werld Gold Council name and loga are 3 regstensd trademark and wbed with th
permisson of the Wiord Gold Coundil pursuant t 3 Soensa agreamant. Tha Waorkd Gold
(Counil i not responsible for the content of, and is nat liablie for the use of or reliance:
o, this material. Word Gold Council s an affiliate of GLIVs sponsor.
GLD™ is a registered trademark of Werld Gold Trust Seraces, LLC wsed with the
permission ol World Gold Trust Services, LLC,
Saandard & Poor’s™, SEF® and SPOR™ are regisiened rademarks of Standard & Poor's
Financial Services LLC, a division of S&P Global (SEPY Dow Jones is a registenad
trademark of Dow Jones Trademark Holdings LLC (Dow Jones) and these irademarks
herve e licensed for use y SEP Do Jones indoes LUC{SPOLI) and subboersed
e pertamn purposes by State Street Conporation. State Street Corpoeation’s financial
products ank not sponsoned, endorsad, sold or promoted by SPOLIL Dow Jones, SEP,
thiir ragee tiv affiliabees 2 third party Beensors and roni of such parties makes ay
" 00 reganti the achisabity o g i such productis] nor o they
harv arry Babdlity in refation theretn.
For more infarmation, please contact the Marketing Agent lor GLD: Stae
Street Global Advisors Funds Distributars, LLC, One Iron Street, Boston, MA,
D20 T: +1 856 320 4053 spdrgoldshares.com.
1B 2018 State Street Corporation. All Rights Resarved.

Suaie Sueet Global Advisors Funds Distributers, LLE, (ne kron Sreet, Bosion,
MAGZEI0,

ot FDIC Insured - No Bank Guarantee - May Lose Value

State Street Global Advisors

) 7018 Seate Street Compoeation. AN Rughts Reserved.
W14557-2028663 4.1 AMRTL 1018 Exp Date: 01/31,/2019



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 Advisors Funds Distributors, LLC, One Lincoln Street, Attn: SPDR® Gold Shares, 30th Floor, Boston, MA
02111.
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