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Good as Gold
Re-Appraising Strategic Allocations to Gold

For thousands of years gold has been one of the world’s most valuable
metals, used as both a form of currency and an investment. Investors have
traditionally used gold to help preserve wealth in times of market volatility
or periods of high inflation and to diversify portfolios. Beginning in 2013,
concerns surrounding rising interest rates and a strong US dollar put
pressure on the price of gold, and many investors reassessed gold’s value and
questioned how it should be used in portfolios going forward. We believe gold
should be viewed as a long-term strategic asset and that investors should
carefully consider gold’s potential price drivers today and beyond.

While the US dollar and interest rates are important factors the frequency of tail risk events, supply/demand dynamics
that drive the price of gold, there are many other varisbles that and central bank purchases play prominent roles, Regardless
influence the precious metal. Today, the relationship between of the macroeconomic environment, the potential portfolio
gold and market and economic forces is even more complex and diversification benefits of gold remain. As an investment, the
very different from the past. Several other factors ineluding ceonomic forees that determine the price of gold are different

Figure 1: Gold as a Potential Portfolio Diversifier
Correlation of Returns to Other Asset Classes
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Figure 2: Gold as a Tail Risk Hedge — Performance in Market Downturns
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from the economic forees that determine the price of many
other asset classes such as equities, bonds or commodities.
Therefore, gold offers investors a unigque opportunity to seek
to diversify portfolios because of its relatively low historical
correlation with many other asset classes (See Figure 1),

So, does it still make sense to invest in gold? We believe the
answer is a resounding yes. In fact, today, many investors are
reappraising gold’s value and viewing the precious metal not
a% a temporary and opportunistic holding, bt as a unigque
strategic asset class with the potential to diversify and further
strengthen portfolios in a variety of market conditions,
Whether gold i rallying or weakening, we believe that it's
always appropriate for investors to consider a strategic role
for gold in their portfolios.

Gold's Strategic Value

Over time, holding a modest allocation to gold has offered
a range of potential portfolio benefits, including:

* Low Correlation to Major Asset Classes
= Reduce Volatility by Diversifying Portfolios’
* Wealth Preservation (See Figure 2)

State Street Global Advisors

Portfolio Diversification

The principle of diversification holds that portfolios benefit
from a wide array of assets that behave differently from one
another under various market conditions, The rationale is
simple: Given that it is virtually impossible to know which
asset classes will do best or how economic developments
may impact performance, holding a wide range of assets
may improve leng-term returns and may reduce portfalio
risk in the long run.

Although global markets have become maore closely
correlated, gold prices have not historically moved in

lockstep with traditional asset classes such as equities and
fixed income. This is because gold prices, again, are influenced
by different factors than are prices of other assets (see Figure
1 for recent correlations).

Therefore, adding a strategic allocation to gold — anywhere
within the range of 2 pereent to 10 percent of the pertfolio®
— may help better insulate a portfolio against significant
events that broadly affect the markets,
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Moderating Volatility in Tumultuous Markets
Gold's low correlation to other asset classes has been
especially pronounced — and therefore more valuable
= during market downturns.

As Figure 2 shows, in five out of the seven periods of market
turmail, an allocation to gold would have preserved wealth in
adiversified portfolio by cushioning the hit taken by the
portfolio. OF course, past performance does not guarantee
future results.

Wealth Preservation

With heightened uncertainty in today's complex global market,

making a consistent strategic allocation to gold affords a range
of potential benefits,

For example, gold has been used as a hedge against inflation
for centuries.

Since 1971, gold has provided an annualized real rate of
return of 4.2 pereent over the US consumer price index (CPI).?
Historically, gold has seen its strongest price performance in
wears of high inflation such as in 1980, providing an average
real return of 19.2 percent and a median increase of 14.9
percent in years in which CPI's increase has been greater
than 5 percent.®

Over at least these past 45 years, gold has had positive real
returns, giving it value as a long-term hedge against inflation.”

Gold, the US Dollar and Interest Rates

While the US dollar and interest rates ane important factors in
explaining the price movement of gold, as mentioned, they are
not the sole components,

Higher US interest rates may not have a dramatic negative
effect on gold due to its complex and global demand dynamics.

Figure 3: Over 509 OF Gold Demand Comes from Asia
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In fact, nearly &0 percent of gold demand comes from jewelry
amd technology, which are positively tied to factors that may
drive US interest rates higher, such as economic growth and
bower unemployment.” And only 6 percent of global gold
demand comes from the US (see Figure 4).

More central bank stimulus in the Eurozone and Japan could
potentially lend support to the price of gobd should investors
use it as a store of wealth if short-term interest rates remain
negative in countries such as Germany, Switzerland and Japan,

Potential Gold Drivers — Today and Beyond

Key trends have emerged within some of the primary price
drivers that may bode well for gold today and in the future.
Those trends include:

= Primary Supply Not Meeting Demand

= Rising Asia Demand

= Central Bank Buying

* Under-Owned Asset

Physical Demand that Exceeds Production

Gold production over the past two decades has averaged

an annual inerease of less than 1 percent. In fact, as of the
fourth quarter of 2015, the total supply of gold is down 10
percent from a year earlier because of decreased mining
production and a decline in the recyeling of gobd.” Only a
handful of large gold deposits have been discovered over

the past few decades, as mine producers face lower gold
prices and higher production costs, Meanwhile, new projects
amd exploration have slowed. Thus, future production shows
little chance of increasing significantly.

Figure 4: Central Bank Net Sales and Purchases of Gold
in Tonnes
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Figure 5: Size of Financial Markets
US 160 Trillion: June 30, 2005*
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What Has Happened to the Price of Gold?

After reaching a cycle high in 2011, gold prices retreated

by about 45 pereent. However, prices have largely been

trading in a consistent range for the past two years.

The 27 percent decline in 2003, while sharp, was

not unprecedented. Gold has seen seven pullbacks of more

than 10 percent since 2001, and 12 pullbacks of 20 percent

oF meore since 1970, After each decline, gold went on to

not only rebound but to post new all-time highs. The past

several years have been marked by a confluence of factors

that helped deive gold's price lower, including fears of

Feed tapering, low inflation expectations and US dollar

strengthening. While many of these factors remain, with

gold fallimg in the past four years, the trend, as moted, may

b turning as the economic cyele matures and new drivers

of gold emerge. Those include:

= Guold playing an effective role as a potential hedge as
stock valuations in the US and elsewhere remain
elevated and as investors have increased risk exposures
imsearch of returns in a very low yvield environment.

= Dwespite some concerns about gross domestic product
(GDF) growth across emenging markets, economic

output continues to increase and so do incomes. This,
in turn, strengthens the case for gold as a long-term
strategic asset and potential wealth preservation tool.

State Street Global Advisors

Greater Demand from Expanding Asian Economies
Jewelry represents the largest area of consumption for gold,
especially in China and India, where the rising standard of
living for all sectors of the population is inereasing the demand
for jewelry hoth for cultural celebrations and as a sign of
persanal wealth, Physical consumer demand from this region
is currently more than five times that of Western markets.

Central Banks Beecoming Net Buyers of Gold

In 2000, central banks became net buyers of gold to reduce
their dependence on the US dollar, In fact, central banks bought
588 metric tons of gold in 2015, second only to the record 625
metric tons in 2003.° That trend is expected to continue over
the coming decades, as currency crises prompt banks to
further diversify.

Gold is Under — Owned

Imspite of gold’s potential portfolio benefits, gobd is still
under-owned. As a percentage of total global assets, gold
ammounted to just 1 pereent as of June 2015, with 70 percent of
all investors owning no gold whatsoever? However, as investors
aroumnd the globe come to appreciate gold's strategic value,
pension funds, sovereign wealth funds, insurance funds,
mutual funds, hedge funds, private equity funds and private
wealth funds, as well as individual investors, are likely to
continue to expand their use of gold az a risk management
and capital preservation tool.

A Look Ahead

While history underscores the many benefits of gold

s a potentially “defensive asset™ in challenging times,
diversification and risk management, along with capital
preservation, are atteactive attributes in any economic
environment. As Ralph Waldo Emerson once observed,

“The desire of gold is not for gold. It is for the means of freedom
and henefit.” Although a long period of record-zetting prices
illustrated gold's timeless value in times of ceonomic
uncertainty, the true “frecdom and benefit™ gold provides

is im its role as a strategic long-term asset,

! A bypeoduct of gobd's low conelation to most key asset classes, such as stocks,
bonds and commadities. Oves the past 25 years, the comelation of gold to stocks,
bonds and other commaodities was -0.01, 019, and .44, respectively. Sounce:
S5GA, Bloomberg, as of 12/31/2015. Computed wsirg monthly return data from Dec
1990 1o Dec 2005, B measures the degree 10 which the deviations of ome variable
Hrom its misan ang retated 10 those of a dihenen variabli: from 05 rEspective mian
Indizx rirturng and unmaraged and da not reflect the deduction of any fees o
expenses. Siocks regrasented by S&P S00 index; Bonds repressented by Baclays US
Aggregate Index; Commadities represanted by Bloomkerg Commodity Indax. Indax
raturns refiect all fems of income, gain and loss and the reimvestment of dividends
and other income.



Good as Gold Re-Appraising Strategic Allocations to Gold

! JPMoegan, Gold in asset allocation, Juky 2012 Mercer, Gold as an asset class
for institutional investors, Februany 2011; Mevw Frontier Advisors and YWorkd Gold
Council, Gold as a strategic asset, Septesmber 2006; Mew Frontier Advisors, Gold as
8 strategc asset for European imestons, December 2011; Dford Economice, The
impact of nfation and deflation in the case for gold, Jay 2011; Matos, P and R
Evaig, Gokd a3 & partioho dvesuser: this Word Gold Councll and ifvesting in gokd,
Darden B IPuliishing, Uin y o Virgnia, September 2012

1 Warld Gold Council. An Investors Guide to the Gold Market LIS Edition,
December 2010. As quoted in 35GA. The Case for Gokd: A Strategic Asset

! Ibid

Figure 6: GLD' Standard Performance
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* Ibid.
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* “oid Demand Trends, Full Year 2015, Workd Gold Council.

* 8IS, Thomson Reuters GRS, Hedge Fund Research, Preqin, World Federaton of
Exctange, World Gold Council

#Bloomberg and SSGA.
Bnaualized
Since Inception (%]
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Performance quoted represents pasi performance, which is no guaraniee of futere results, lnvestment returm and principal value will flucteate,
50 you may have a gain or loss when shares are sald. Currest periormance may be higher or lower than that quoted. Visit spdrs.com for most recent

month-end performance
Prrlormance returns Bor penods of less than ong year ang not annuaksed.

The market price wsed 1o calculate the Market Value retum is the midpoing betwean the highest bid and the lowest offer on the exchange on which the shares of the Fund are listed
for trading, as of the time that tha Fund's NAY is calculated. i you trade your shares at another time, your return may differ.

Effectrg hanch 20, 2015, thi SPOR Gold Trust (GLD] adopted the LEAA Gokd Price P a3 the reference berchmark price of gold in calouating the Met Asset Value (NAY) of the
Toust. Prioe 80 that date. the: Trust used the Landon FM Fix as the nefenence benchmark pice in calculating the WAV

Gross Expense Ratioc 0.40/% The gross expense ratio is the fund'’s botal annual aperating expensa ratio. i is gross of any fee waivers or expense reimbuwsements. |t can be found in

the fund's mast recent prospectus.
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Glossary

BolA Merrill Lynch US Corporate Index The ofA Mermil Lynch US Cosporate
Indézx. tracks: the perfiormance of publichy issued LS dollar dencomanated imestment
Orace CoMmorae deti.

BolA Merrill Lynch US Treasury Indax The Bof# Meerill Lynch US Treasury Indax
tracks the perfioemance of LS dollar denominated sovereign debil publicly issued by
the US govemment.

Barclays Capital US Treasury Index US dollar denomitied, foed-rate, nommal

bt issued by the US Treasury, Treasury bils an exncluded By the maturty constrainl,

but are part of a separate Short Treasury Indiax.

Barclays Global Aggregate Bond Index Tre Barclays Glone Aggregate Index
provides a broad-based measure of the global investment-grade fixed income:
markets. The thiee majr componenns of this index ane the LS. Aggregate, the
Par-Europian Aggrigati, and the Asan-Pacihc Aggrigati bndois, Thi mdis alss
includis Eurccollar and Euro-Yen corporaty bonds, Canadian governmen,

agency and corporats securities, and UISD immsimaent grade 1444 secarities.
Barclays LS. High Yield Corporate Bond Index The Baclays L5 High Yied
Inchess: coveisrs the unieerse of foed rate, Pon-westment grade detit. Eurobonds and
debt issues fom countries designated as emenging erarkets |sovweseign rating of
Baal/BEE+/BEE+ and bedow using thie midde of Moody's, S&F and Fitch] ane
excluded, but Canadian and global bords [SEC registened) of issuers in non-EMG
counnies arg inchuded, Tha index inchadies both corporate and non-corporate seciors.
Bleomberng Commadity Index & beoadly diversified commaday price index
digtributesd by Bloombeng indenes that tracks 22 commaodty futunes and seven
sectors. Mo one commodity can compose less than 2 percen of more than 15 percent
off the inckéss and no SECI0F Can Feprisent mae than 33 peroent of ke inde
Cambridge Associates Private Equity Index A benchmark hased on returns data
compiled on ULS. private equity funds, including fully iquidated pannerships, formed
between 1986 and 2014,

Dow Janes US Select REIT Inde & benchmark of LS, BEITs and REIT-lee
secunities that screens for market capitalization. liquidity and percentage of reverus
derrved from ownership and operation of real estate securities. |t is fioat market cap
weighted and quoted in doliars.

State Street Global Advisors

Dew Jones US Select REITs Total Redwm Index 4 benchmark of LS. RETs and
RENT-ikz securities that screers for market capitalization, liguidity and percentage
of revenua derived from ownership and operation of real estate securities. It is fioat
market cap weighted, guoted in dollars and reflects resmvested dividends.

HFRI Fund Weighted Compesite Index & giobal, equal-weighted indi of over
2,000 single-manager funds that report to Hadga Fund Research Inc.'s databass.
The HFRI Fund Wesghted Compasite Index does not include Funds of Hedge Funds.
LBMA Afternoon Gold Price The LEMA Gold Price is determined twice each
busingss day (10:30 a.m. and 300 pum. London 1ime by the peteipaas in 3 physcally
safthed, electronic and tradable ascton,

MSC1 EAFE Indax An equities benchmark that captures large- and mid-cap
representation across developed market countries anound the workd, excluding the
5. and Canada

MSCI Emerging Markers Index Thi M3LI Emenging Markots Indix captuees large
and mid-cap mpresentation across 23 emenging markes countries. With 834
constituents, the index covers approximataty B5% of the free float-adjusted markat
capitafization in each country.

MSCIUSA Total Retwrn Index The BASCHLSA Toal Retwn Index i designed 1o
measune the performance of the large and med-cap segments of the US market. with
dividends neimastied, Wish 531 constituents. the indix coirs approcmately 85
percent af the frea foat-adfusted market capitalization in the US.

Rusasll 2000 Index A benchmark that measures the performance of the small-cap
segment of the US, equity unhwerse.

S&P 500 Indax A popular benchmark for LS, lange-cap equities that indudes 500
companies. from keading industries and captures approvimately B0 percant covarage
of available market capitakration.

S&P Galdman Sachs Commedity Index, er S&P GSCI A production-weighted
inden Launched in 1992 that tracks the perfonmance of 24 commadity fulures
contracts. The index, tiles to commodities that ane mone hesvily produced globally,
50 its weights mone haily fo, say, cnade oil than 10 cocoa

U% 3-Momth Libor {Caah] Libor, or the Lordon Interbank Offered Rate, i equivalent
1y the: bederal funds rate, o the inierest rate one hank charges another for a loan. R is
used a5 a redesence figure for comporate financial ransactions and, increasingly.

Tor consumer loans a5 well
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ssga.com | spdrs.com

For public use,

Siate Street Global Advisors One Lincoin Street, Boston, MA 02111-2800.

T. +1 866 787 2757

Important Risk Information

This maberial as e created o mdormational purposes only and does not
constitube investment advice and it should not be refied on a3 such. |t doas not 1ake
into Account iy imaston's particulas imastmint objsctes, SRS, 10X SLatus or
imvesstmend horizon. There is no representation of wasranty 84 10 the current accuracy
of, ar liabiity for, dacisions made basad on this material, All maserial s been
obeaired from sources believed 10 be reliable, bt its scouracy i not guaranieed.
ETFs trade ke stocks, aee subject 10 wvestment risk, fluctusie in market vake and
may trade at prices above or balow the ETFS net asset value, Brokerage commissions
and ETF experses will reduce retums.

Diversification does not ensure 8 profit of guaraniee against loss.

Commodities and commodity-indes inked securities may ba affected by changes in
oviall markot movements, changes in intenest rates. and other Ractors such as
weather, disease, embargoes, or political and regulaiory developmenis, as well a5
tradding activity of speculatons and arbitragaurs in the underying commodities.
Whiliz the shares of ETF5 ang tradable on secondary markets, thisy mary nat nsadily
trade in all market conditions and may trade at significant discounts in periods of
markot 5tress

Thae vazws expressed in this material ang the views of Intermedsary Business Group
thinugh the pesiod ended Sepiember 30, 2016 and ane subyect 1o changa bassd on
markat and other conditions. Thes document containg conain statements that may be:
deemed forweed-looking stabements. Flease note that amy such statements are not
guaranieas of any future performance and aclual resuts or developments may diffier
mangsialy from thise projecied,

The whale o &y part of this vwork may not be reproduced, coped or transmitted or
any of its contents disclosed bo thied parties without SSGA'S express written consant
SPOR® is 3 registered trademark of Standard & Poor's Financial Services LLC "SPFS)
and has been subbcensed by S&P Dow Jones Indices LLC (" 5P0UT ard together with
its affiates and SPFS, “SAP7) for use by State Streat Global Advisors. Mo financial
procuct offered by State Street Gobal Advisors, 8 draision of S2ate Street Bank and
Trust Company, o its afiliates i sponsoned, endorsed, sold or promoted by SBP S5P

makes no representation regaeding the advisabibity of imvesting in such productis) ror
does SEP hav any lability in nefation thesato,

Imvesting in commaodities entails significant risk and is not appropriate for
all mvestors.

Impertant Information Relating 1o SPOR Gobd Trust "GLD""):

The SPDR Gold Trust{*GLD™) has Gled a registration statement fincluding
a prospectus] with the Securities and Exchange Commission |“SEC”) for the
offering te which this communication relates. Before you imvest, you should
read the in that registration statement and other documents
GLD has Bled with the SEC for more complete information about GLD and
this offering. You may get these decuments for free by visiting EDGAR on
the SEC website at sec.gov or by visiting spdrgoldshares com.
Alternatively, the SPFDR Gold Trest or any awthorized participant will
arrange to semd you the prospectus i you request it by calling B68.320.4053
GLD is not an imesiment company registered urder the kvesiment Company Act of
1540 [tha ~1940 Act™) and is not subgect to reguiation under the Commodity Exchanga
At of 1505 [che “CEA") As a result, shanetolders of the: Trust do not have the
protections associated with ownership of shares in an investment company
registined unde th: 1940 Act or the protections afforded by the CEA.

(LD shares trade ke stocks, ane subject b0 imvestment risk and will fuctuate in
market value. The value of GLID shares refanes dieectly o the walue of the gold held by
GLD [leess s epercsees), and Suctuations in the proe of gokd could materally and
adversely affect an imvestment in the shares. The price received upon the sals of the
shanes, which tradk 3t market prce, may be mong or kess than the value of the gold
represented by them. GLO does mot gererate any income, and as GLO regularly sells
ol o pary Tor its ongoing axpenses, the amount of gold reprasented by each Shane
will deding cver tme. Investing imolves risk, and you could kase money on an
imastmant in GLD. Please soe the GLD prospectus for a detaled discession of the:
risks of investing in GLD shares, When this docoment is dstributed elecironcaly, the
GLD prospectus is available by clicking here.

Tha Waorld Gold Council name and logo aee a registerad trademark and wsed with the
permission of the World Gold Councl pursuan 1o 8 leense agreement. The Wordl
Gold Council is nok responsible for the content of. and is nat liable for the use of or
relignci on, this matenal,

For more information: State Street Global Markets, LLC, One Lincoln Street,
Boston, MA, 02111 T: +1 866 320 4053 spdegoldshares. com,

Mot FDIC Insured - No Bank Guarantes - May Lose Value

State Street Global Advisors

) 2016 State Sreet Corporation. All Rights Resarved.
ID7ECE-18G-21405 1006 Exp. Datec 01312017



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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