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Debunking 5 Common
Gold Misconceptions

July 2009 | By George Milling-Stanley, Head of Gold Strategy, Global SPDR ETFs and
Dicgo Andrade, Senfor Gold Research Strateqis!, Global SPOR ETFs

The potential for possibly lowering portfolio velatility

with an allecation te gold ia not the only reason to consider
owning gold, and we've foand there are a number of natdated
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 Lo be five common misconceplions
about gold and what we belicve to be the reality behind these
comman misunderstandings.

Gold is attracting investor interest to
start 2019.* This isn't surprising as
investors have tended to increase their
exposure to gold when uncertainty is
heightened and when eguity returns
may be overstretched. In (34 2018 we
saw US gold-backed ETFs accumulate
around %2.5 hillion while the S&P Index
declined as much as 19.8 %.'

Misconception 1: Gold'’s Only Function is as an
Inflation Hedge
Reality Although gold has historically tended to perform

As we have highlighted in a number of earlier research work
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 a diversifying role in a portfolio because it
historically has not correlated strongly with other
mujor aszet classes held in oty pical portfolio * Gold’s
potential diversifying value was on full display in 04
2018 when the S&P 500 Index declined -14.26% and
the LEMA Gold Frioe FM (USDYoz) appreciated 7.73%.

2. Reducing total portfolio risk Including a gold
allocation within a balanced portfolio may reduce
its overall volotility nnd improve risk ndjusted
returns hecause gold has demonst rated a -0.01
and 0,06 correlation to the S&P 500 Index and
Bloomberg Barclays US. Aggregated Bond [ndex,
respectively, since the 1970s.° For Investors who are
alrcady comfortable with a given level of risk, adding
asmall gold allecation may allow them to move
further out along the risk spectrum in some of their
other investments, which may also improve rigk-
adjusted returns.
4. Potential hedge against unexpected events
Guldd has o branck rewvond of al Limes lulding
ite walue or rising when of her assets are falling
in adiffercntiated manner.*
* Sourcns: Bloombary, Comparry Filings, ICE Berchmark Admintttraton, Wiorkd Gald
Councal; YTID Global Tkows into poid-backed ETF2 equal §5 bikon, date &1 of June
30,1013
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well during pericds of high and sustained inflation that has
not always been the case. The shaded areas in Figure 1 below
highlight times in the early 1990s and 2000s that gold prices
i ot surge even Uhough the inflation risk premiam, or the
amount of extra vield investors require to proteat againet
inflation. did increase. In other words. gold may playan
important rele in portfolios, but there are other drivers

te 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 June 30, 2019

1 Misarth (%) arois YTO %
NAY an 8166 an
Markaot Valus E0O 17 986
LEMA Gald Price PM a7 a7 1016
Gruzs Expunze Roto: 0.40%
Park quated rep past pori

) Var (%]

. which iz no guarsntes of futare resalts. b

Iears)  SYemrsi%]  10Vears (%) Simce laception TL'IE20M (%)
A 177 0% ims T2
12.26 173 079 18T 14
1268 118 1.38 413 825

return and principal valws will fi

- 30 YO may

hawva a gain or losx whea sharas ara sold. Current preiormanca may ba highar or lower than that geoted. Visit spdrs.com for most recent menth-and.

Perfiormance retums for perods of less than one year are not annualoed. Index returns are unmananed and do not reflect the deduction of any fees of expernas. The markst price
wsad fo caloutate the harket Vakue retum is tha midpoit betwoen the highast bed and e lowast affer on the axchange on which the shases of the Fund ane ksted for tradng. a5 of
the bme hal e Rand 5 NAY 15 calculated. It you trade your shaies a1 ancothar me, your netum may & e

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

Heality Thens are many reasons investors buy gold beyond
its potential value as an investment. For instance, many
preuple purchase gold for cultucal aond religious purposes.

Jewelry represents the largest source of annual demand for
gold, accounting for more than 51 percent of demand for the
precious metal in 2008. Within gold jewelry consumption,
Chinaand India purchased more than half of the world's
gold jewelry last year, and while demand was overall flat in
Loth wwruntvies last year, Uweir histocical afllinity foe gold as
remained strong.” 5o, while investmrent demand is important
for setting the price of gold, it is actually a emall portion of
overnll demand. This highlights how gold demand is
different than traditional assets and actually may not
respond bo business eycle changes in the same way as

many other commoditics,

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

Reality While central bank purchases and sales are an
important factor in gold prices, central bank activity has

rarely affected more than 10% of supply or demand numbers.

From 1989 to 2009, central bankers were net sellers to the
private sector of about 10% of the annual geld supply; since
2010, central banks have been net purchasers of about 109
of annual demand. In 2018, central banks annual demand
increazed to 15% which was the highest level in 50 years.
Meanwhile. jewelry regularly accounts for around 504 or
maore of end-user demand and the use of gold in industrial
and technological applications accounts for up to another
1%, Investment demand has historically ranged from
roughly 109 to 309 annually.

State Street Global Advisors

Figure 3: Gold Demand By Source
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Misconeeption 4: Gold does not Deserve an
Allocation in a Portfolio Because it is Volatile

Reality Gold has historically ranked around the midrange
in terms of volatility when the precious metal’s price is
compared with various stock and bond Indices.” (See Flgure
4}, Moreover, if one considers Ul imdices bend to be less
volatile than their individual stock or bond componenta,
gold's potential volatility may be less of a concern. In other
waords, claiming that gold might be overly valatile relative to
other investments may be misguided.

* Indices reprozanting godd, stecks and bonds in the sbove comparizon are a3 followz
Gold = LBAA Gokd Frice PR IISD/ock Egwities = MSCI EAFE Indax. MEC] EAFE
Index; Bonds = Bloombeng Barcleys LS Treasury Indesx, Bloombesg Barclays US
Corporate High Yield index, Bloomberg Banclays Global Treasury Ex-US Index
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Figure 4: Gold's Volatility Historically Tends to be Lower
than Certain Equities
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Misconception 5: A Tightening Cycle Leads to
Negative Gold Prices

Reality The traditional view is that when the Federal
Reserve (Fed) starts raising rates the cconomy is growing
and countering inflation is becoming 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
hikers are nod necessarily megtive Cor gobld, The ben inlerest
rate tightening cycles we analyzed since 1971, when gold
effectively beeame frec-floating, had resulted in an average
increase of 7% in the price of gold.* In line with prior
tightening cycles, gold was up 23.4% (as of March 31, 2019)
from the price level we saw in Decembeer 17, 2015, when
the current interest rate tightening cycle began.

Throughout the 1970z, 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. Howewver, we belicve the
long-term trend of real rates is currently in gold’s fovor,

State Street Global Advisors

Figure 5: Golds Return has been Higher Under Low and
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Today we are [n adifferent macro environment than we
were in the 1970z amd 19805 As Figure 5 slwws, al the start
of the current tightening oycle, real ratee and gold were at
0129 and £1,049.40, respactively. After nine rate hikes hath
have increased to 0.37% and $1,295.40, respectively (as of
March 31, 2019). Other variables that drive the price of gold
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 imterest rates remeain at levels that have historically
benefited gold prices.

The Takeaway for Investors

Today’s uncertain market environment may be the
idieal time for investors to rethink any of these common
mizconceptions about gold and the potential role gold
can play in an investment portfolio.
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" ource Bloomber Frarcal LP and Slate Sreet Global Adwvisors, date &5 of
Docambar 20, 2088,

¥ Sineg 2000, the comalation of gald o ctecks, bords snd ot commodites was
-0.01,10.29, and 0,44, respectively, Source: Bioomberg Firancial L P & State Streat
Glodeal Advizors, date a3 of 6/30/2019, Computed using monthiy return data fram
<Jamuany J000 toMarch 31, Z0, Lomeiabon measures the degree o which he
dowations of ono vanoblo frem ito moan aro roloted te thoso of o difforent varioblo
from its respective mean Stocks represented by S&P 500 Index: Bonds rapreseniad
by the Bioombesg Barclays LS. Aggragate Indeo: Commodities rapresented by
Bloombeng Commodity Index. index: returres maflect all items of ncome, gain and loss
arnd The neirnress Dmer ol o dewadesndts and othes mcome.

1 Bloombaorg Fnanco L P & Etoto Streat Global Adwisors; ZEP B0 monthiy
comelation iz from 8/31/1571 to/6/30/2019 and Bloombarg Barclays LS.
Aggragate Bond Index monthly correlateon is from 3/31/ 1976 10 6/30/2013.

¥ Sowrcer Bloombery Finance L P, State Street Global Advisors, as of Decamber 31,
2015 Noes: Dor-Com Meitdoan: 2287 7000—3/30/2001 LEKA Gold Frice FM
|USDV0e) roterned -12-2%, MECH AL Wrld TR neturned -20. 6% and Bloombeeg
Baeclays LS Angregated Bond index TR retumed 14 0% ; September 11 Terronst
Attacks B/31/2001-3/Z5/2001 LBMA Gald Price PM (S 0Vaz) raturned 7.4%,
MSCI AL World TR returned -5.1% and Bloomberg Bardlays US Aggregated Bond
Indesx TR porberned 1.2%: 2002 Rocesaion: 2/28/2002-8,30/2007 LEMA Gold Price
PRAMISN o) restureeed 5 4%, BESCLALC Warld TR retursed <127 2% and Rlsombeny
Basclays US Agoregated Bond index TR retumed 4 9% Global Financial Crisiz
11730/ 2007-3/31/ 2009 LEMA Godd Prica PM [USD/ o) retuned 170%, M3 AC
Wenld TR sl -8 8% and Blvommibesy Beruleys US Agpegated Bund bides TR
retarmad R 7% Sewersign Niaht Crises | 4Q02000-83177000 | RKA Gald Prca
PR UISDoz] returned 5 7%, MSCH AC World TR retumed -8.3% and Bloomberg
Basclays US Aggregated Bond Index TR retumed 4.8%; Soverexgn Debt Criss I
228/ 2001=M 312001 LBMA Gold Price P (US0od renamed 22 0%, M5S0
AC Word TH: returnied -8.1% and Bloombarg Barclaye LS Agnregated Bond ladex
TH returned B.4%: Bt 6/22/7016-6/27/2016 LAMA Gold Price PM [USDY
ozjreturned 4. 7%, MSCIAC World TR returned -5.6% 2nd Bloombeng Barcleys
U5 Apgregeted Bond imdex 1H retumed 0.91%, Past periormance is nol s
guaranten of future resulis. Ped) above does net reflact charges
and expenses associated with the fend or brokerage commissions
associated with buying and salling exchangs traded funds. Performanca
abowe is not meant to represent the parformance of any investmant
prwdut, Pes fonmans deta b devived fiom tutal ratum sdoss.

¥ Wrld Gald Council, "Gold Demand Tronds Full Year 2018," published 1,/31/2018.

¥ Sowrce Bloomberg Finarcial L P & State Streat Glokal Advigors,
8z of Decamber 31, 2018

¥ Sowrce: Bloomberg Francial L P & State Streeq Global Adwsors,
asof Date Decomber 31, 2018

Learn More
For mare information, please visit spdrs.com,/gld.
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Glossary

Bloombarg Barclays Global Treasury ex-U.S, Indax A berchmank desgned
1o rack thee flnesd-rais hocal curvency soveseayn deba ssued by smves iisni-grade
countries putzide the LS Bords must have 3 remaining maturity of one yeer of more
Hloambarg Barclays 1LS. Corparata High Yiald Bond Indax The Racciys
US. High Yield Index covers the unaerse of fixed rate, non-investmant grade debt.
Ewrobonds and debt issues from countries designated as emenging markets sovenign
ratineg of Baa (BB BBSs and belgw wsing the micde of Moody's, S&P, and Fich]
are pxthoded, but Caradisn and ghohal bords (SEC regstened) of ittuars in man-ERG
countnes ang included, The index nchades beth corporate and nan-corporate sectors
Bloomberg Barcleys U.5. Aggregate Bond Index A benchmark that provides a
measure of the parfomance of the LIS dollar derominated investment grade bond
markeL, which includes immsiment grade geemment bonds, ileament grade
onporate bonds. morigage pace through Y | mertgage backed
siecurites and assot backed secunties that ane publicly for sale n the LIS,
Bloombarg Barcleys LS. Tressury Index US dolar-denomnzted, fued-rate,
nomanal debt issued by the US Traasury. Treasury biks are exchuded by the: maturity
constrand, bul am part of 3 Separati Short Treasury ndax.

Bloomberg Commodity Index & benadly dversined commodity poce

index diatribtcd by Bdoombong Indenos thot tradkn 22 commodity futures ond
e=pen teciors. o one commodity can composa kess than 2 pescent of more

tham 15 pescant of the index, and no sector can represand mose than 33 percent

of the index_

Coasumer Prices (CPI) Consumer Prizes [CPI are @ measure of rices paid

by congumess for & market basked of congumer goods and services, The yearly

ine hiy] grovrths radns nay tha inflatinn rata

Dew Jones 115, Salact REIT Indax & hanchmark of |15 RFATs and RAT-bie
picunites that streers for marked capitalzation, baussty and percentace of revenus
derived from ownership and operation of real estate securties. It i flost market cap
weighied and quoted in deollas.

LBMA Godd Price The LBMA Goid Frica (s demsnmined rwvice each business day
110300 m. and 300 pun. Landen tee] by the partacipants in a phytically setted,
alestionic and tradable auction administensd by the IBA wing a bidding process
that determnes the price of gold by matching buy and sell arders submitted by

Th2 PETICIEant fior The Applicatie SucTion Time

MSC EAHE Inflax An esuitess benchmask that captures large- and mis-cap

& across d | market countri dl the world, oxchuding

thee LS and Canada.
MSC] Emerqing Markeds Index The MEC] Emarneg Markets Index captues
larpe &nd med-cap reprasantetion acros 23 emesing markets countriez. With B34
constiteents, the index covars approxematety 85% of the free fioat-adjusted market
capitalzation in sach country.

Standard Deviathon hMeaswes the historal dapersion of a security, fund o index
around an sversge. vesion: e standaed deviation i meases expecied gk o
vaatiiy, and a higher standand deviation means the security has tended to thow
higher wolatility or prica swings in the past.

o
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ssga.com | spdrs.com

importast risk Informasica

Thes views esprtsszsedd i i mealevisl any U vissers of Qe ge Milig-Stanky and
Diego Andrads theoagh 08/30/2019 and are subject to changa baced on the markat
and other condibons.

Investing involves sk, and you could lose money onan investment in SPOR® Gold
Trust (PGLD*7)

ETFs trade ke stocks, am subject to mvestment risk, Auctuate in market value and
may brade al prices abowe or below Tha ETFs nat asset value. Brokerags commssons
and ETF sapieae wall reducs returms:

Commeditica and commadity index Inkod scowritios moy bo affocted by changes
moverall market movemants, changes in merest rates, and other factors such as
weather, disease, embargoss, or political and reguiatory developments, as well as
frading activity of speculatons and arbitrageurs in the underkgng commadities.
Frequent tradimng of £ TFS could Signibeantly ncreass cOmmIsiaond and olher costs such
that they may offaet amy savings from low fess or costs
Drversification doss not enzre & proft or guananbes aganat ks

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

Importast Infarmation Relating to SPOR® Bald Trest ("ELO*"):

The SPDR Gold Trust (“GLD "] has filed & registration statement ncluding &
prospactus] with the Securities and Exchange Commission [“SEC") for the
effering to which this communication relates. Before you invest, you should
vwod U propecius im el regizistion e ulllmn o GLD
has filod with the SEC lor more complate inlormation about GLD and this
affering. Please seo the GLD prospoctus for more detsiled discussion of the
risks of investing in GLD shares. The GLD prospectus is availsble by clicking
bure. You may el these ducuments for (ree by visitiog EDGAR on the SEC
wabzite ot secgov er by viziting spdrgoldehares com Alternstively, tha
Truet or any sutbarized participant will arrange to tend you the prespectus il
you requast it by calling B66.320.4053.

GLD & not an mvestment company registered undier the investment Comgany Act of
Faaiihe " 1340 AT) End is no suDect 10 reguaTon under he Commadny Exthanpe

Aol 1938(the "CEAT). As 3 resul, sharehoiders af the Trus1 oo not have the
probections associabed with oweirthip of shaad in a9 inettment tomgany regeisnmed
undar th 1940 Act o the protes tions aHfordad by the CEA

GLO shares trade like stocks, ane subject 1o imestment risk and will Buctsate in
market value. Tha valee of GLD shares relates drectly to the valee of the gold held

by GLOD e ins: empeengitl, and AcTuatons in Thi prics of Qokd could matinaly and
adheuroaly alboct an imactmont in the chacoe. The price recenved upon the cale of the
shans. whch trade at ket oroe. ma be more o less Ban the value of the ooid
represented by them. GLD does not generaie any income, and sz GLD regularly sell
[0 b0 pay Bor (ks ongoeng expenses, the amount of poid represented by each Thare
will decine oves time (o that extent

The World Gald Council mame end logo ane & regatonsd trademark end wed with the
nesmiztinn of tha Wild Gold Cramail porsiant in a hisanss agraament Tha Weerld Gnld
Council i not responsibile for the content of, and i not Katie for the use of or relance
on. thi material World Gold Coundl iz an affilate of G101s sponsoe

GLO® & a registered trademark of World Gold Trust Services, LLC wsed with the
preminizaany ol Vil b Bold Trust Smwces, LLC

Siadend & Pooe's®, &P and SFDR™ ey 1egistened ademaris of Standand & Poor's
Feanciad Services LU, a divison of S59 Global (S2PY Do Innes it 5 registenad
tredesmark of Dow Jones Trademark Holdings LLC |Dow Janest and these trademarks
have been icensed fior usa by S&P Dow Jones Indices LLC [SPOU) and sublicenzed
for cenain purposes by S131e Sureet CoMporation. S1812 Sreet Corporation’s fnancial
producds ane not tponcared, endorsed, cold or promoted by SPDUI, Dow Jonos, SBP,
thewr respectve affilates and thrd party censors and none of such partes makes any
representaton reganding the advisabiity of mvesting m such product]s] nor do they
v ey bty in FesaTion [hesgna

For more mbormation, please contact the Marketing Ageat tor GLLE State
Stront Global Advisors Funds Distributers, LLC. One kros Streot, Boston, MA,
0ZI0:T: +1 866 320 4053 spdrpeldshares.com,

£ 2019 State Sirest Corporation. All Rights Reserved.

State Street Global Advisors Funds Distibutoes. LLC. One non Street. Boston.
MADZZT0.

Not FDIC Insured - No Bank Guarantee - May Lose Value

State Street Global Advisors

#5014 State Sweet Comoration. All Rights Rezerved
ID75058-2028863 71 AMATL 0713 Exp Date: 09/30/2013



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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