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Debunking 5 Common
Gold Misconceptions

August 2017 | By George Milling-Stanley, Head of Gold Strategy, SPDR ETFs; Howard Wen, Senior Gold Strategist, SPDR ETFs;

and Diego Andrade, Gold Strategist, SPDR ETFs

Gold is again attracting investor
interest in 2017. This interest isn’t
surprising — investors tend to flock

to gold when uncertainty is Iwightoncd
and when equity returns may

be overstretched.

Aswe have highlighted in a2 number of earlier blogs, gold
miay 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
claszes 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
portfolio.? For investors who are already comfortable
with a given level of Fisk, adding a small gold allocation
may allow them to move further out along the risk
spectrum 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 assels are falling
in a differentiated manner.”
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The potential for possibly lowering portfolio volatility with
an allocation to gold iz not the only reazon 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we've found there are a number of outdated notions holding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
wiell during periods of high and sustained inflation that has
not always been the case. The blue boxes in the chart below
highlight times in the early 1990z and 2000s that gold prices
did not surge even though the inflation risk premium, or the
amount of extra vield investors require to protect against
imflation, did increase. In other words, gold may play an
important role in portfolios, but there are other drivers
toits 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 (GLDY) as of 06,/30,/2017

1 Month (%) OTD %) YTO %)
NaY 142 -0 696
Market Value 216 054 TH7
LBAAA Gold Price PM -1.89 -0 BEM

Gross Expense Ratio: 0.40M%.

1 Year %]

3 Years [%) S¥ears[%] 10 Years|%) Since Inception 111872004 (%)
532 2.0 530 625 810
672 -2 58 533 6.2 798
54 -1.88 -A492 G.68 a53

Performance quoted represents past performance, which is no guarantes of future results. Investment retwrn and principal value will fluctuate, 50 you may
liswe & gain of boss when shares ane sald, Corrent perlormance may be higher of lower than that guoted. Visit spdrs.com lor mast recent moath-end.
Performance netums Tor perods of less than ane year ane not anruakned. Index retuns ane urmanaged and do not reflect the deduction of any fees or expentes. The markel price
usad to calculate the Market Value return 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, as of
the tirnez that ther Fund’s NAY & calculated. If you tradie your shares a1 anothir time, your nétuen may differ

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
people purchase gold for cultural and religious purposes.

Jewelry represents the largest souree of annual demand for
gold, accounting for more than 47 percent of demand for the
precious metal in 2006, Within gold jewelry consumption,
China and India purchased more than half of the world’s gold
jewelry last year, 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 portion of overall demand. This
highlights how gold demand is different than traditional
assets and actually does not respond to business eyele
changes in the same way as 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 10% of each year's demand or supply. From
1989 to 2000, eentral bankers were net sellers to the private
sector of about 10% of the annual gold supply; since 2000,
central banks have been net purchasers of about 104 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 109 to 30% annually, though it was more than
409% inm 20067
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Figure 3: Gold Demand By Souree

Demand (Tonnes) 2016
Fabrication

Jewellery 1,981.50

Technology 3215
Sub-1o1al above Fabricaton 230440
Total bar & coin demand 028.2
ETFs & smilar prodhacts 53190
Central bank & other inst.* 3816
(oid desmand (Fabrication Basis) 424900
Surplus/Defici.** g

Source: Workd Gold Council, Gold Demand Trends Full Year 2016, as of 2/2017.
* Excluding ary deha hidgng of central bank optiahs

* Surplus/dedicit: Ths is the difference between total supply and gold
demand. Partly a statistical residual, this number atso capbures demand
i thie OTC market and changes to inventonies on cammodity exchanges,
with an additional contribution from changes to fabrication imventories

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. In other
words, claiming that gold might be overly volatile relative to
other investments may be misguided.
* Indices repeesenting gold, stocks and bonds in the above comparison are as follows
Gold = LBMA Gold Price P (US0/z); Equities = MSCI EAFE Index, MSC1 EAFE

Index; Bonds = Binomberg Barckays US Treasury Indéx, Bloomberg Barclays US
Corporate High Yield Index, Bloomberg Barclzys Global Treasury Ex-US Index.
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Figure 4: Gold’s Volatility Tends to be Lower than
Certain Equitics

Dow Jones US Select REIT Index
M 3L Emerging Markets Index
LBMA Gold Price PM IS0/ ea)
M3 EAFE Index

Bloombarg Commodity Index
Bloombang Barcleys U5 Corporata High Yiekd Index |
Bloombarg Barcleys Glotal Treasury Ex-US Index —
Blosmbarg Barcleys US Tressury Index ]
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Sowce: Boomberg Finance LI, 55GA. Data from 01/31/07 to 01/31/17 reflect
annualited monthly averages for 120 monthe. Past performance is no guarantes
of future results.

Misconception 5: Positive Real Interest Rates
Lead to Negative Gold Prices

Reality The traditional view is that positive real interest
rates lead to negative gold prices, However, Figure 5 shows
this is not always the case. Gold's return has tended to be
positive under both negative and moderately positive
interest rate regimes, although gold's return has tended

to be negative in high-rate regimes,

State Street Global Advisors

Figure 5: Golds Beturn has been Higher Under Low and
Moderate Real Rate Regimes®
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Source: World Gold Courcil. Data between January 1970 and December 2016.

* Real rate regime based on the 1-year constant maturity tressury bl minus the
corresponding manth year-on-year CP1 inflation. Averages computed usng manthly
gald requms. Standard error refiers 1o the standard deviation of the comesponding
sample for each regime dividad by the square roof of the number of observations.
in the sample. Statistical significance computed as & two-wary T testata 5%
significance level.

Past performance is not a guarantea of future results. Performance above is not

miant 1o represent the performance of any axchandge traded furd.

The Takeaway for Investors

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

" Ohver thee puast 25 years, the cormelation of gold 1 stocks, bords and other
commaodities was -0U00, 019, and 044, respectively. Sounce: S5GA, Bloomberng,
as ol 12/31/2015. Computed wsing menthly return data from Dec 1290 o Dec 2015
Correlation measures the degres 1o which the deviations of one variable from its
fraan ane relabed 16 those of a ditfenent vanabli from s respect mean. Stacks
represented by &P 500 Index; Bands represented by the Bloomberg Banclays US
Aggregate Index; Commadities reprasented by Bloombeng Commadity Index. Index
rigtues reflect all igms of ncome, gan and kss and the reinvestment of dridends
and other incoma.

* World Gald Council, An Investors Guide ta the Gold Market LIS Editian,

Decarmbair 2000 As quatid in SSGA. This Case for Gald: A Stiatogic Akt

! FactSet, SSGA, from 127311989 1o 127312013,

* World Gald Council, “Gold Demand Trends Full Year 2016." published 02/03/2007.

¥ Source: Mitals Focus; GFMS, Thergon Reuters: ICE Benchmark Administration;
‘World Gobd Council: Gaold Demand Trends Full Year 2006, and Gold Demand Trends
Full Yiear 2015, a5 of 202007 and 2/2016. respectivady

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

MSCI Emerging Markets Index Tha MEC) Emesging Markats Index captures
lange and mid-cap represemation across 23 emesging mearkels countries. With 834
corstituenis, the index covers approximately B5% of the free foat-adjusted market
capialization in each country.

Dow Jones US Select REIT Index A benchmark of LIS REITs and AEIT-lke
sesunlies that screens for market capializateon, bpudity and percentage of revenue
derved from owmership and operation of real estate secusities. It is fioat market cap
weighbed and quoted in dollars,

MSCI EAFE kndex An ecquties benchmark that captures large- and mid-cap
representation acnoss developed market couniries around the workl, encluding

thee LIS and Canada.

Bloomberg Barclays Global Treasury ex-US Index A benchmark designed

1 track the foosd-rate local Currency SOvEensn debt issued by imestment-grade:
countries cutgide the LS, Bonds must have a remaining maturity of ane vess of marn.
Bloomberg Barclays U.S. Carporate High Yield Bond Index The Baclays

LL5. High Yield Index covers the universe of foed rate, non-imestment grade debt.
Eurcionds ard deldit istues from countres desgnatid a5 emenging marke1s (sovensgn
rating of Baal,BE8+/BAB+ and below wsing the middle of Moody's, S&F: and Fitch
ane exchuded, but Canadian and giobal bands [SEC registered) of msvers innon-EMG
counitries are ingluded, The index mcludes both corporate and non-corporate sectors.
Bloomberg Barelays US Treasury Index LIS dollar-dencmenated, Beed-iate,
nominal debt ssued by the LS Treasury. Treasury bills are excluded by the maturity
corstrant, but ane pan of & separati Short Treasury Indiex.

ssga.com | spdrs.com

Important Risk Infermation

The views enpressed in this material are the views of George Milling-Stanley,
Howard Wen and Diego Andrade and are subject to change based on the markes
and other conditions.

Imvesting imvalves risk, and you could lose money on an mestment in GLD,

ETFs trade like stocks, are subjsct 1 investment risk, Auctute in market vakse and
may frade at prices above of below the ETFs’ nat asset valua. Brokerage commissions
and ETF axpenses will reduce retums.

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

in overall market movements, changes in imerest rates, and other factoes such as
weather, disease, embargoes, or political and reguiatory developments, as well as
trading actrity of speculitons and arbitrageuwrs in thi urderbying commodites.
Frouent trading of ETFS could significantly incraase commissions and other costs
such that they may offset any savings from low fees of costs,

Diversification does not ensire a profit of guarantee against s,

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

Important Information Relating to SPDR Gald Shares Trust ["GLD™"|

The SPDR Gobd Trust ("GLD") has fled a registration statement (ineluding &
prospectus) with the Securities and Exchange Commission {"SEC) for the
offering to which this communication relates. Belore you invest, you should
read the prospectus in that registration statement and other documents
GLD has filed with the SEC for mone complete information about GLD and
this offering. Please see the GLO prospectus for a detailed discussion of
the risks of investing in GLD shares. When distributed electronically, the
GLD prospectus is available by elicking here. You may get these docaments
for free by visiting EDGAR on the SEC website at sec.gov or by visiting
spdrgaldshares.com. Alternatively, the Trust or any autharized participant
will arramge to send you the prospectus if you reguest it by calling

BE6. 3204053,

Bloamberg Barclays US Aggregate Bond Index A benchmark that provides a
measure of the performance of the US dollar denominated investment grade bond
mexket, which includes investment grade govermment bonds, investment grade
conporate bonds, morbgage pass thiough secunties, commencial moriags backed
securities and asset backed securities that are publicly for sale in the LIS,
Bloombery Commadity Index A bioadyy dversified commodity price

incem distributed by Bloomberyg Indexas that tracks 22 commodity futures and
siven seetons. Mo one commadity can compose bss than 2 percent o morg

than 15 percent of the index, and no sector can represent more than 33 pencent
of the index.

LEMA Gold Prica Tha LBMA Gold Frica is determined beice each business day
(1030 @, @nd 300 pum. London time] by the partacipants in a phrysically seqted,
electronic and tradahls suction administened by the IBA using a bidding process
that detesminas the price of gold by matching buy and soll orders submitfed by
the participants Tor the applicable auction time,

Stamdard Deviation Meazures the histonical dispersion of a secuity, fund of index
around an average. Investors usa standard dewviation ko measure expected risk or
wlatdiny, and & hegher standard deviataon means e secority fas tended to show
higheer vallatility or price swings in the past.

Congamer Prices [CPI} Consumer Prices [CPI) are a measure of prices paid by
consumers for a markat bashet of consumer goods and services. The yearky jor
manihiy) growth rates regeesent the infistion rate

GLD is ot an irvestment comparry negistenad under the Invesiment Company Act

ol 1340 (the: “1320 Act™} and is not subject to regulation under the Commodity
Exchange Act of 1935 (the "CEA’). As a result, shareholders of the Trust do not have
the protections associated with ownership of shanes in an investment company
registered under the 1940 Act or the protectons afforded by the CEA

GLD shares trade ke siocks, ang subject 1o imvestment sk and will Suctuate in
market value. The value of GLD shanes relates diractly o the value of tha gold held
by GLD (a5 its expensas). and fluctuations in the prce of gokd could materially and
adverzely affect an investment in the shares. The price recesved upon the sale of the
shares, which trada at market price, may be more or kess than the value of the gold
represented by them. GLD does not generate any mcome, and a5 GLO regularty sl
gold to pay fior its ongoing expenses, the amount of gold represented by each Share
will decling gver time 1o that extent.

The Warld Gokd Councll nama and logo are a registered trademark and used with the
permissann of the World Gold Counal pursisit to & hzense agresment. The Weld
1Gold Council in nat responsible for the content of, and is not labe for the use of o
riliance an, this matesial, Weld Gold Counca i an alfilate of GLD's sponsor

Standard & Poor's®, SEP* and SPOR® ane regestered trademarks of Standard &
Poor's Financial Services LLC SBF): Dow Jones is a registened trademark of Dow
Janas Tradamark Holdings LLC (Dow Jonesl; and thase trademarks have baan
Ecensed for use by S&P Dow Jones Indices LLC [SP0JI) and sublicersed for cerisin
purpases by State Street Corporation. State Street Corporation’s financial products
i ol spansoced, endorssd, sold or promated by SPOJI, Dow Janas, SEP. ther
respective affiliates and third pary licensors and nore of such parties make any
reprasantation regarding the advisabibity of imvesting in such productis) nor do

thuy hanvi iy habality in retation thenets, incheding for any ermors, omissions, o
imernugtions of ary indesx.

For more information, please contact the Marketing Agent for GLD: State
Strewt Global Advisors Funds Distributors, LLC, One Lincoln Street, Boston,
MA, B2171; T: +1 866 320 4053 spdrgoldshares. com

Mot FDIC Insured « Mo Bank Guarantea + May Lose Value

State Street Global Advisors

© 2017 S1ake Streat Corporation. AR Rights Reserved.
ID10480-IBG-24870 0817 Exp. Date: 10,/30,2017



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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