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Gold Misconceptions

February 2018 | By George Milling-Stanley, Head of Gold Strategy, SPOR ETFz; Howard Wen, Senior Gold Steategisf, SPDR

ETFz: and Diego Andrade, Gold Strafegist, SPDR ETFs

Gold is again attracting investor
interest in 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
miay be able to perform several roles within a balanced
investment portiolio, including:

1. Acting as adiversifier Gold has the potential to play
a diversifying role in a portfolio because it historically
has not eorrelated strongly with other major azset
clazses held in a typical portiolio.

2. Reducing total portfolio risk Including a gold
allocation within a balanced portfolio may reduwce 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
portfolio.? For investors who are already comifortable
with a given level of risk, adding a small gold allocation
may allow them to move further out along the risk
spectrum in some of their other investments, amd
that may also improve risk-adjusted returns,

3. Potential hedge against unexpected events
Gold has a long track record of at times holding
its walue or rising when other assets are falling
in a differentiated manner.®
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Thie potential for possibly lowering portfolio volatility with
an allocation to gold is not the only reason to own gold, and
wie've found there are a number of outdated notions holding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

comman misunderstandings.

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

Reality Although gold has historically tended to perform
well during periods of high and sustained inflation that has
not abways 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 increazse. 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 SPIE® Gold Shares (GLIV) as of September 30, 2017
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Misconception 2: Gold does not Pay any
Interest or Produce any Income, so it has
no Value

Reality There are many reazons to buy gold bevond its
potential value as an investment. For instance, many
people purchase gold for cultural and religious purposes.

Jewelry represents the largest source of annual demand for
gold, accounting for more than 47 percent of demand for the
precious metal in 2006, Within gold jeselry consumption,
China and India purchased more than half of the world's gold
jewelry last vear, and while demand fell in both countries Last
vear, their historical affinity for gold remains strong.® So,
while investment demand is important for setting the price
of gold, it is actually a small portien of overall demand, This
highlights how gold demand is different than traditional
as=sets and actually does not respond to business cycle
changes in the same way as many other commaodities.

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 10% of each year's demand or supply. From
1989 to 20004, central bankers were net sellers to the private
sector of about 1079 of the annual gold supply; since 2010,
central banks have been net purchasers of about 1096 of
annual demand, Meanwhile jewelry regulary 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 30% annually.

State Street Global Advisors

Figure 2: Gold Demand By Source
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* Excluding ary deita hedging of central bank options.

** Serplusideficit; This is the diffenenc between total supply and gold
demand. Panly & statstical residual, this number gl captunes demand
in the OTC markat and changas to invenovies on commadity exchanges,
with an additional contritution from changes to fabrication imventonies

Misconception 4: Gold does not Deserve an
Allocation 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 stock or bond components,
gold’s potential volatility may be less of a concern. Inother
words, claiming that gold might be overly volatile relative to
other investments may be misguided.

* Indices represanting gold, sbocks and bonds in the above comparison &ee as follows
Gold = LEMA Godd Price PA (UFS0Vort Eguities = MSC| EAFE indes, MSCI EAFE
Index; Bonds = Bloombesg Barclays US Treasury Indes, Bloombeng Banclays US
Corporate Hagh Yield indes, Bloomberg Bardays 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 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 togetber 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
cycles we analyzed since 1971, when gold effectively became
free-floating, had resulted in an average increase of 37% in
the price of gold®. Inline with prior tightening cyeles, gold is
currently up 23% (as of December 31, 2017) from the price
lewel wee saw in December 17, 2005 when the current interest
rate tightening cycle just began,

Throughout the 1970s, inflatkon was a huge concern that
forced the Fed to raise rates aggressively in early 1980, which
helped real rates streteh to 9% and average 4,506 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 gobd’s favor,

Today we are in a different macro environment than we were
im the 19705 and 1980, As figure 5 shows at the start of the
current tightening evele real rabes and gold were at 0.13%
and $1,04940, respectively, After 5 rate hikes both have
increased to 0.63% and £1,291.00, respectively, as of
December 31, 2007, The 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 interest rates remain at levels that have

historically benefited gold prices,
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Figure 5: Gold's Return has been Higher Under Low and

Moderate Real Rate Regimes*
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Past perfermance is not a guarantes of fetere results. Perdormance

above does not reflect charges and expenses associabed with the fund

or brokerage commissions associated with buying and selling exchange

teaded funds. Performance above is not mseant io represent the perfermance

of any investment product.

** Giokd Price neprasented by LERAA, Gold Prica: Real Rates represented by 10y
Treasury note yiekd minus LIS cone Consumer Price Index |excluding food and
engdgyl

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.

! Sanca D0, the comelation of gold to $ocks, bonds and other commodities was
007, 0.29, and 048, respeetivedy Sounce: SSGA, Bloombery,
a5 of 12/31/2017. Computed wsing monthly retun data from January 2000 10
Decomier 2017, Coralagion measures the degres: o whech the deviations of
v varialshi: Brioen its erwean e redialind 10 these of o dillerent varcable from its
respective mean. Siocks represeniad by SEF 500 Index; Bonds represented by the
Binombeng Barclays US Aggregate index; Commodities regresented by Bloombeng
Commaity ndi. Indis: neturns niflect all items ol income, gain and loss and the
resmvestment of dividends: and other income.

T Workd Gokd Concil, An lwesstors Guida to the Gobd Market S Editicn,
Decamier 2010, As quated in 356A. The Case for Gold: A Strategic Asset.

¥ FactSet, S5GA. from 12911589 10 127172013

* Wirkd Gold Coendil, “Gold Demand Trends Full Year 207 published 020672018

¥ Ssurce: Bloomberny Financial LP. & State Street Global Athisors, as of December
I, a7,

¥ Source: Bloombeng Financial LP. & State Streat Global Advisors, as of Date
Decomier 31, 2017,

Learn More
For more information, plesse visil spdrs.com/gld.
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Glassary

MSC| Emerging Markets Index The M3C Emenging Markets bdis captunes
lerge and mid-cap repeesaniation across 23 emerging markeis couniriss. With B34
constituents, the index covers approcimately B5% of the free float-adusted markat
capitakration in each country,

Dow Jomes WS Sedect REIT Index A benchmank of LIS REIT and AEIT- ko
sopurities that sereens lor masket capitalization, hguidity and percentege of revenue
dertved from ownership and operation of real estate securities. It i Soal market cap
weighted and quated in dollars.

MSCI EAFE Imdox An equities benchmark that caphunes large- and mid-cap
rEprEsEnLaton Sorss diveloped marke! countries around the world, exchding

thia U5 and Canada.

Bloomberg Barclays Global Treasury ax-US Index 4 benchmark designed

o track the foeed-rate local carmancy sovenesgn debit issued by imvestment-grade
counilies outside the LIS, Bonds must havi & remaising maturity of oe yiar o more
Bloomberg Barclays US. Corparate High Yield Bond Index The Barclis
LLE. High 'held Indesx covers the universe of fxed rate, non-invesimend grade debi
Eurobonds and debi issues from countries designased as emenging markets (soversign
rating of Baal FBE /BB and below using the midde of Moody's, S&F, and Fitch)
e exchadied, but Canadan and global bonds [SEC registenad) of msuers in non-EMG
countries are included. The index includes both corporate and non-conporate sechns.
Bloomberg Barclays S Treasery Index LS dolardenominated, fied-rate.
nominal debt istusd by thi US Teeasury, Treasury bills ane eachaded by the maturity
consteaing, but are part of 4 separste Short Treasury index

g508.c0m | spdrs.com

Important Risk Informeation

The vigws expréssed in ths matenal sne the views of George Milling-Sanley.,
Herward Wien and Diego Andrade and are subject 1o change basad on the market
and other conditions.

State Strent Global Advisors and its affilintes have not taken into
consideration the circumstances of any particular investor in producing
this material and ane mot making &n innesiment recommendation o

im a fiducinry capacity in connction with the provision of the inlormatien
contained herein,

Irreizsting imvotves risk, and you could loge money on an isvestment in GLO,

ETFs triade ke stocks, aee subject b imestment risk, fuctuste in market vk and
many irade 4 prices sbove of below the ETFS net asset value. Brokerage Commessions
and ETF expenses will reduca retums.

Commedities and commodity-indes linked seourities may be affacied by changes
in owerall oot movements, changes in intenest rabes. and othir Factions such as
weather, dicease, embargoes, of pobtical and regulsiony developments, &3 well as
trading activity of speculators and arbitrageurs in the underlying commodities.
Frequant trading of ETFs could significantly increase commissions and other costs.
such that thary mary offset any sanvings from low Sees or costs

Direprification does nol ensare o profil or guaranies against loss.

lavesting in commedities entails significant risk and is not approgriate for
all invesiors.

Imnportant Information Relating to SPOR Gold Shares Trus ("GLOD" |

Tha SPOR Gold Trust [“GLD) has filed & registration statement (including &
prespecius) with the Securities and Exchange Commission (“5ECT] for the
offering ta which this communication relabes. Befare you invest, you should
read the prospecius im that registration statemant and olher documents
GLID has filed with the SEC for more complete information about GLD and
this affering. Please see the GLD prospectus for a dedailed discussion of
the risks of investing in GLUD shares. When distributed electranically, the
GLD prospectus i3 availabbe by clicking bere. You may got these documents
for free by visiting EDGAR on the SEC website at sec.gov or by visiting

Bleomberg Barclays US Aggregate Bond Index A benchmark that providos a
measurne ol the performance of the LS dellar denominaled imestment grade Bond
markat, which inchades irvesstment grada govesnment bonds, imvestment grade
covporabe bonds, morigage pass theough securities, commancial morigage backed
sncunitas and asset backed secorities thal are publicly for sab in the LIS,
Bloombserg Commedity Index A bioadly dversified comeodity price

indx disinbuted by Bhoomberg Indeses that fracks 22 commodity fulures and
seven sectors. Mo one commaodity can composa less than  pescant or mong

than 15 percent of the index, and no sector can nepresent Mo Than 33 perces
ol the sndec.

LEMA Gald Prica The LEAMA Gold Price = determined badce sach business day
{10:30 am. and 3:00 pm. London tme] by the participants in a physically setiled,
elactronic and tradable suction administensd by th IBA using a beadding process
that determines the prica of gold by matching buy and sall ordars submitted by
the participants for the applicable auction tme.

Stendard Deviation Measwres the hissical dispersion of a secunity, fund of indax
aound an iverage. Ineestors use standand diviation bo measue expecied risk or
wolatiivy, and a haghér standaed dindation mead the Security has lended 1o shiw
Tagher wolatdity of price Swangs in the past.

Conaumar Prices {OP1) Consumer Prices (0P are a measuee of prices paid by
consumars for a market basked of consemer goods and servicas. The yearly for
monthly] growih rabes represent the inflation rate.

spdrgoldshares.com. Alternatively, the Trust or any authorized participant
‘will arrange to send you the prespectus il you regquest it by calling
B66.320.9053,

LD &5 not an immstment company registand under the Investment Compary Act
of 1940 thi: “1940 Act™) and is nat subjict 1o regulation under the Commodity
Exciange Actof 1936 (the “CEAT). Az & result, shareholders of the Trust do not hewe
the geolections assocated with owmership of shares in an imestment comparry
reqistaned undar ths 1940 Act or the protections afforded by the CEA.

GLO) shanes trade o shocks, are subjict bo imvestment risk and will Suctuade in
market value. The value of GLO shares relstes drectly b the vake of the gold held
bry GLD) s its eepenses), and fluchuations in the peice of gold could materially and
adversely affect an imvestment in the shares. The price receimd upon e sale of the
shaies, which [rad 1 kel i, may be mond o b thas th vake of the gold
represented by them GLD does not genesate ey income, and as GLO regulary salls
o 10 pay Sor s ongoing axpenses, the amount of gold reprasentad by each Share
wall décling ower tima 10 That extent.

The Wik Gold Council rame and logo ang a regstined trademark and whed wath the
pesmizsion of the Werld Gold Councl pursuae 10 & liserse agreement. The Word
(odd Councal in not responsitée for the content of, and is not Kable for the use of o
nefianc on, this material. GLI's sponsor is @ U sebsidiary of Workd Gold Council
Seandand & Poor’s®, 55 and SPDR* are registentd trademanks of 5tandand

% Poor's Fisancial Services LLE, & dnision of SEP Global (SAFY Dow Jones is 2
reqistered trademark of Dow Jones: Trademark Holdings LLC |Dew Jones), and thesa
trademarks have bean Beensad Tor use by SBP Dow Jones Indices LLC [SPCLID

and sublicensad for cartain purpases by Seate Strest Corpoeation. Sate Strest
Corporation’s Snancial products are nol sponsoned, endorsed, 5old or promaoted by
SPOLIL Doy Jones. SKF. their respective affiliates and thid party licansors and nong
of such parties makbe any mpmsentation regandng the advisablity of imesting in
such prodect|=) nor do theey have amy lability in relation therete, including for any
BNTONS, DMISSIONS, of interruptions of any index.

For moee information, please contact the Marketing Agent for GLD: State
Street Global Advisors Funds Distributors, LLC, One Lincoln Street, Bosion,
MA, 0111; T: +1 BEG 320 4053 spdrgoldshares.cam

Mot FOIC Insured * Mo Bank Guarantes * May Lose Value

State Street Global Advisors

& 2018 Saate Streed Corporation. Al Rights Reserved.
IDVE0e- 206 L MNARTL 0218 Exp. Date: 04302018



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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