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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.
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Figure 2: Gold as a Tail Risk Hedge — Performance in Market Downturns
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rallying or weakening, we belicve that it's always appropriate for
investors to consider a strategic role for gold in their portfolios.

Gold’s Strategic Value

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

» Low Correlation to Major Asset Clazses

+ Reduce Volatility by Diversifying Portfolios'

* Wealth Preservation (See Figure 2)

Portfolio Diversification

The principle of diversification holds that portfolios bencfit
from awide array of asscts that behave differently from one
another under various market conditionz. The rationale is
simple: Given that it is virtually impossible to know which
asped classes will do best or how economic developments
miay imipact performance, holding a wide range of asscis
miay imiprove long-term returns and may reduce portfolio
risk in the long run.

Although global markets have become mone closely
correlated, gold prices have not historically moved in
lockstep with traditional asset classes such as equitics and
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fixed income. This is because gold prices, again, are influcneed
by different factors than are prices of other assels (see Figure
1 for recent correlations)

Therefore, adding a strategic allocation to gold — anywhere
within the range of 2 percent to 10 percent of the portfolio®
= muy help better insulate a portfolio against significant
events that broadly affect the markets,

Maoderating Volatility in Tumultuous Markets
Gold’s low correlation Lo other azzet 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
turmoil, an allocation to gold would have preserved wealth in a
diversified portfolio by cughioning 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 o hedge against inflation
for conturices.
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Since 1971, gold has provided an annualized real rate of
return of 4.2 percent over the US consumer price index (CP1)*
Historically, gold has secen its strongest price performance in
years of high inflation such ag in 1980, providing an sverage
real return of 19.2 percent and a median increase of 14.9
percent in years in which CPL's increase has been greater

than 5 percent.*

Owerat least these past 45 years, gold has had positive real
returns, giving it value as o long-term hedge against inflation.®

Gold, the US Dollar and Interest Rates

While the US dollar and interest rates are 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 negat ive
effect on gold due to its complex and global demand dynamics.
In fact, nearly 60 percent of gold demand comes from jewelry
and technology, which are positively thed to factors that may
drive US interest rates higher, such as economic growth and
lower unemployment.* And only 6 percent of global gold
demand comes from the US (ze¢ Figure 4).

More central bank stimulus in the Euroxone and Japan could
potentially lend support to the price of gold should investors

use it as a store of wealth if short-term intercst rales remain

negative in countrics 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

Figure 3 Over 50% OF Gold Demand Comes from Asia
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= Central Bank Buying
* Under-Owned Asset

Physical Demand that Exceeds Production

Gold production over the past two decades has averaged

an annual increase of less than | percent. In fact, az of the
fourth quarter of 2005, the total supply of gold is down 10
percent from a vear carier because of decrcased mining
production and a decline in the recyeling of gold.” Only o
handful of large gold depozits have been discovered over

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

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 Lhe population is increasing the demand
for jewelry both for cultural celebrations and ax a sign of
personal wealth. Physical consumer demand from this region
is currently more than five times that of Western markets.

Central Banks Becoming Net Buyers of Gold

In 2010, central banks became net buyers of gold to reduce
their dependence on the US dollar. In fact, central hanks bought

Figure 4: Central Bank Net Sales and Purchases of Gold
in Tonnes
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588 metric tons of gold in 2015, second only to the record 625
metric tons in 2013, That trend is expected to continue over
the coming decades, as currency crizes prompt banks to
further diversify.

Gold is Under — Owned

In spite of gold s potential portfolio benefits, gold is still
under-owned. As a percentage of total global asscts, gold
amounted to just 1 percent as of June 2005, with 70 percent of
all investors owning mo gold whatsoever.” However, as investors
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Figure 5: Size of Financial Markets
U'S 8160 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 percent. However, prices have largely been
trading in a consistent range for the past two years.

The 27 percent decline in 2013, while sharp, was

not unprecedented. Gold has seen seven pullbacks of more
than 10 percent since 2001, and 12 pullbacks of 20 percent
or more 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 aconfluence of factors
that helped drive gold’s price lower, including fears of

Fed tapering. low inflation expectations and US dollar
strengthening. While many of these factors remain, with
gold falling in the past four years, the trend, az noted, may
be turning as the economic oycle matures and new drivers
of gold emerge. Those include:

= Gold playing an effective role as a potential hedge as
stock valuations in the US and elsewhere remain
clevated and as investors have increased risk exposu nes
in=earch of returns in a very low yield environment.

= Despite some concerns about gross domestic product
(GDF) growth across emerging markets, cconomic
output continues to increase and o do incomes. This, in
turn, strengthens the case for gold as a long-term
strategic assel and potential wealth preservation tool.
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around the globe come to appreciate gold's strategic value,
pension funds, sovercign 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 as a risk management
and capital preservation tool.

A Look Ahead

While history underscores the many benefits of gold

as a potentially “defensive asset” in challenging times,
diversification and rizsk management, along with capital
preservation, are attractive attributes in any economic
environment. As Kalph Waldo Emerson once observed,
“The desire af gold is noi for gold. I is for ihe means of freedom
and benefit.” Although a long pericd of record-setting prices
illustrated gold's timeless value in times of coonomic
uncertainty, the true “freedom and benefit” gold provides

i3 in its robe as a strategic long-term assel.
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Figure 6: GLD" Standard Performance
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Index Definitions
BolfA Merrill Lynch US Corporate Index
The BofA Merrill Lynch US Corporate Index tracks the

performance of publicly issued US dollar denominated
investment grade corporate debt.

BofA Merrill Lynch US Treasury Index

The BofA Merrill Lynch US Treasury Index tracks the
performance of US dollar denominated sovereign debt
publicly issued by the US government.

Barclays Capital US Treasury Index

US dollar-denominated, fxed-rate, nominal debt issued by
the US Treasury. Treasury bills are excluded by the maturity
constraint, but are part of a separate Short Treasury Index.

Barclays Global Aggregate Bond Index

The Barclays Global Aggregate Index provides a broad-
hased measure of the glohal investment-grade fixed income
markets, The three major components of this index are the
LLS. Aggregate, the Pan-European Aggregate, and the Asian-
Pacific Aggregate Indices. The index also includes Eurodollar
and Euro-Yen corporate bonds, Canadinn government,
agency and corporate securitics, and USD investment

grade 144A securitics.

Barclays U.S. High Yield Corporate Bond Index

The Barclays U5, High Yield Index covers the universe of
fixed rate, non-investment grade debt. Eurobonds and debt
issucs from countrics designated as emerging markets
(govercign rating of Banl/BBE+/BBB+ and below using the
middle of Moody's, S& P, and Fitch) are excluded, but Canadian
and global bonds (SEC registered) of issuers in non-EMG
countries are included. The index includes both corporate
and non-corporate sectors,
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Eloomberg Commodity Index

A broadly diversified commaodity price index distributed
by Bloomberg Indexes that tracks 22 commodity futures
and seven sectors, No one commodity can compose less
than 2 percent or more than 15 percent of the index and
no gector can represent more than 33 percent of the index.

Cambridge Associates Private Equity Index

A benchmark based on returns data compiled on UK. private
equity funds, including fully liquidated partnerships, formed
hetween 1986 and 2014,

Dow Jones US Sclect REIT Index

A benchmark of US, REITs and REIT-like securitics that
sereens for market capitalization, liquidity and percentage of
revenue derived lrom ownership and operation of real estate
securities. It is loat market cap weighted and quoted in dollars,

Do Jones US Select REITs Total Return Index

A benchmark of U5, REITs and REIT-like securities that
screens for market capitalization, liquidity and percentage
of revenue derived from ownership and operation of real
estabe securities. 1t is Boal market cap weighted. quoted
indollars and reflects reinvested dividends.

HFRI Fund Welghted Composite Index

A global, equal-weighted index of over 2 000 single-manager
funds that report to Hedge Fund Research Inc.'s databaze.
The HFRI Fund Weighted Composite Index does not include
Funds of Hedge Funds,
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LBMA Afternoon Gold Price

The LBMA Gold Price is determined twice cach business day
(1030 . m. and 3:00 p.m. London time) by the participants ina
physically settled, electronic and tradable avction.

MSCI EAFE Index

An equities benchmark that captures large- and mid-cap
representation across developed market countries around
the world, excluding the ULS. and Canada.

MSCI Emerging Markets Index

The MSCI Emerging Markets Index captures large and mid-cap
representation across 23 eme nging markets countrics. With 834
constituents, the index covers approximately 85% of the free
float-adjusted market capitalization inesch country.

MSCI USA Total Return Index

The MSCI USA Total Return Index is designed to measure
the performance of the large and mid-cap segments of the

US market, with dividends reinvested. With 631 constituents,
the index covers approximately 85 percent of the free loat-
adjusted market capitalization in the US,
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Russell 2000 Index

A benchmark that measures the performance of the small-cap
segment of the ULS. equity universe.

S&P 5040 Index

A popular benchmark for US, large-cap equitics that
includes 500 companies from leading industries and
captures approximately 80 percent coverage of available
market capitalization.

S&P Goldman Sachs Commodity Index, or S&P GSCI

A production-weighted index launched in 1992 that tracks the
performance of 24 commeodity futunes contracts, The index,
tilts to commaodities that are more heavily produced globally,
so its weights more heavily to, gay. crude oil than to cocoa,

US 3-Month Libor (Cash)

Libor. or the London Interbank Ofered Rate, is equivalent
to the federal funds rate, or the interest rate one bank
charges another for a loan, It is used as a reference figure
for corporate financial transactions and, increasingly,

for consumer loans as well.
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Important Risk Information
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Imvesting in commodities entails sigaificant risk and it nat appropriate for
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Important Information Relating to SPOR Gold Trust (“GLD*"):

The SPDR Gold Trust ["GLD™") has filed a registration statemant (including
a prospectus] with the Securities and Exchange Commission [ “SEC”) for the
offering to which this communication relates. Before you invest, you should
riad the prospactus in that registrathon statement and other documents
GLD has filod with the SEC for more complete isformation about GLD and
ithis oMaring. You may get thets documants lor free by visiting EDGAR an the
SEC website st soc.gov or by wigiting spdrgoldshares com. ARarnatively,
the SPDR Gobd Trust or aey authoriced participant will arrango to semd you
the prospectss il you request it by calling 856.320.4053.

IGLD 5 mok an s mend company registeend undér the kmvssament Comgany Act

of 10 the “1340 Act”] and i nod Suksact 10 regulaton under tha Commodity
Exchange Act of 1336 the “CEA’] As a result, shareholders of the Trust do not have
the puCRBCEONS assocksted with ownershi of Sharis in n Ivestmen] comparry
regrstered under the 1940 Act or the protectons afiorded by the CEA

IGLD shaees trade bk s900ks, 00 Subol 10 investment rsk and will Buctuase in
marknt vakue The value of GLD shares iaes drectiy b the vals of the pold held
oy GLD Do it epiremizs], el s tusstions im thae prica of gold could matnally and
atversaly affect an investment in the shares. The price recesved upon the sale of
it shares, whach trade at market prica, may ba more or kass: than the value of the
igoid reprisented by them. GLD does not generate any income, and a5 GLID regularly
sefis goid 10 pay for its ongong expensas, the amound of goid represended by each
Sherre will dechnz over time: Imvesting involves risk, and you oould lose money on an
imvestmont in GUD. Please soe the GLD prospechus for 3 detaled discusson of the
riddes of irneisibng i LD shais Th GLD prospechus & avaikible here.

The Wiorld Gold Councl name and logo are 2 negisieed Tademark and used with the
ipermession of the Wirkd Gold Councll pursuant 10 2 loerss agreement. The World
1Gaid Counci 12 not resporssble for the content of, and i rot kable for the e of o
efiances o, this manpnal

[Fosw mowe information: State Street Global Markets. LLE, One Lincoln Street.
Boston, MA, 02111 T: +1 866 320 4053 spdrgoldshares com.

Not FDIC Ivsured - No Bank Guarantes - May Lose Value

State Strect Global Advisors

& 2006 State Street Corporation. AN Righls Reserved
IDSE56-18G-17681 0418 Exp. Dabe 04302017 186 GLDGAG 1296



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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