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Invostors have ofton vaoed gold tactioally in thoir portfolios, with an aim to help presorve woalth
during market correctons, times of geopolitical stress or persistent dollar weaknass. But given
gold's historioalhy low or nogatiee correlation with most other assot clasees [See Fgures 3 and

31, wa heliewa that in addition to gold's tactical benefits, its function as a core diversifying asset
may demonstrate that gold can potentially play a more long-term strategic role inaninvestor's
portfolio. Infact. research has shown that the modern multi-asset portfolio may ba more efficient
with a strategic allocation to gold playing a crucial role as a potential core diversifier”

In this paper, we examine how including gold in a hypothetical multi-asset portfolio that

alsa includes global stocks, varous classes of fixed income, real estate, private equity, and
commaodities may improve its risk-raturn charactenstics. We found that holding betwean 2%
and 10% of SPDR*® Gold Shares (GLD®) between January 1, 2005% and September 30, 20019 may
have improved the hypothetical portfolio’s cumulative retums and Sharpe ratio and lowered its
maximum drawdown, as compared to a portfolio without any gold-backed investments. See
Figure 7 for asset weightings of hypothatical porttolos.

Gold as an Investable
Asset: From IPOto ETF

Figura1
IPO of Gold and
SPDR Gold Shares
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Since 1971, when President Nixon removed the US dollar from the goid standard, the price of goid
has increased from $43.28/0z. 1o $14856.30/0z at the end of September 2018, Sinca that policy
vy, which we call " The Initial Pubdic Offering of Gold,” the price of gokd (in UGD) has increased
at a compound annual growth rate (CAGR) of 788% por year® The IPO of Gold unlcashed geld's
longstanding currency-like charaotoristios, giving it the potential to beoome a mainstroam
imsestmont. And in Movember 2004 that potential became a bit more tangible with tha launah of
GLD, the firgt LIS gold backed exchange traded fund. GLD% arrival madeo it comeniont and eost
effective for investors to hold gold in their midti-assat portfolios. The ETF gathared 31 hillionin
assets under management in just three days, making it very tradable almost immediataly and
allowing exposure 1o gold to rival the ease and efficiency of cwning stocks. For more information
about GLD click hare,
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Mining Gold's
Potential Strategic
Benefits

Figure2

Gold Has Had Low or
Megative Correlation
With Major Equity
Indices Since 2000

Figura3

Gold Has Had

Low or Negative
Correlation With
Major Bond Indices

0.2

Wa soo three potential stratege benofits as major reasons why multi-asset pontfolio managers
should consider including gold in their portfolios:

Increase Portfolio Diversification - Whean building a multi-asset porttolio, investors must
congder not only the poteéntal or forecasted nek-return charactenstics ol a partcular asset
class, but also how that assel class or market segment behaves rélative to other imvestmants and
the impact on the porfolio as a whole. Although many Investons rend to focus on constructing
portfolics with asset dasses offering high forecasted risk-adjusted retums, theve are potential
banefits to incleding asset classes that rmove differently relative to one another, & ow cormelation
batwaon the azsot classes ina multi asset portfolio can potentially holp lower portfolio volatility
and therofore, all clac being cqual, inorcase diversification and enhanoe the everall fak- adjested
raturn of the poartfelia. Figures 2 and 2 dapict gold's historieal eorralation to major aquity

and bond indicos. These very low o negative corelations highlight the potential long-torm
diversification henafits of adding gold to 2 multi-assat portfolio.
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Hadge Tal Risk - Gold has historically bean used 1o provide potential tail risk mitigation during
times of market stress, as it has tended to rise during stock market pullbacks. Figure 4 shows that
gold has delivered competitive returns and outperformed other asset classes during a number
of past black swan events. This demonstrates that including gold in a multi-asset porttolo may
provide investors with a means of moderating market volatiity and reducing porthoho drawdown.
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Past parformance is not a guarantes of future results. Performance above does not reflect charges and expenses
associated with the fund or brokerag issi iated with buying and selling exchange traded funds.
Performancs above lunot meant to represant the performance of any Investment product.,

Manage Inflation - Cold has historically fared well during various inflaticnary regimes, but

itis often viewed as beneficial only during periods of heightened price inflation - like that
exporienced during the OPEC ol ongie in the 18702, But gold may not just act ag a potential hedge
againet prico inflation. In Fact, gold’s long track recond ag a store of value may bo driven by ite
ahility to presenve wealth and purchasing power over time by hedging hath prics inflatinn and
currancy devaluation (moneatary inflatian).

Looking more closely at price inflation, gokd has preserved purchasing power across multiphe
price inflation environments. Its ability to perform well through varied inflation scenarios is
supported by the fact that several factors beyond inflation may influence the price of gold,
including interest rates and multiple supphydernand forces. Analyzing gold's price performance
since 1970 shows that during periods when the annual rate of inflation in the US has been below
2%, the gold price has risen at an average rate of 7.6% a vear. But gold has shown its greatest
effectiveness in preserving purchasing power when price inflation has been running above 5% a
year. During such times, the gold price has increased by an average annual rate of 16.2%.
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Performance above ls not meant to represent the performance of any investmae nit produot.
The Interest Rate Effect - The price of gold is also influenced by real rates of return. One of the
main reasons why the prica of gold did not apgreciate during the 19805 and 12905 was because
imterest rates weare nominally higher than they are today and other asset classes were performing
sowell. Comversely, as Figure 6 llustrates, gold has generally appreciated at times whan real
returns on assets like bonds have been low,
In the THEUS, [-notes averaged a real rate of return of S.bURE; 0 the 18E0s, it averaged S.449%. Heal
returns continuad to drop in the hrst decade of the new oentury, Averagng L28%. Since LU0,
real rates have averaged 0.58% — with a steady decline since the Giobal Financlal Crisis and the
advent of new central bank policles that follpwed, such as negative iInterest rates or gquantitative
easing. Motabdy, the last tme real rates were this low was in the 1870s when they averaged 103%.
These lower real rates were one of the major drivers supporting the price of gold appreciating
from $43 an cunce at the time of the “IPO of Gold™ to 860 carly in 1080, The provailing
ervironmant of low-to-negative real rates around the workd has continued to support gold's prioe
inrecont years, as shown in Figure 8.
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Case Study

Fugure {
Asset Glass Welghtings
for Hypothetical Blended
Portfolios A, B, G and D

Strategic Allocation to GLD in a Global Multi-Asset Portfolio - "A Case for Global
Diversification: Harnessing the Global Multi-Asset Market Portfolio” by State Street Global
Advisors' Investment Solutions Group (ISG) examined the global investable opportunity set and
its imphications for investors. They defined the Global Multi-Asset Market Portfolio [GMP) as the
porttolio consishing of allinvestable capital assets, where the proportion investad in each asset
COrmesponds 1o that asset’s market value divided by the sum of the market value of all assets
Inthe portfolio. it ks the sum of all Investors” hoddings and a de facto proxy fior the Investabile
g0 tunity st awvailable to all investors ghobally, or what is usually koo as the “market
portfodice” This represents a good starting point for many investors looking to build a globally
diveraified investmant portfolio.

To examing the potantial results of adding a 2%, 5% or 10% strategic allocation to GLDInto 2
muilti-azsat portfolio, wo constructed hypothatical global multi-aseet portfolios based on tho
concant of the GMP developed by 150 by

+ Replicating the asset classes in the GMP with noninvestable market indices

+  Slightly adjusting each asset weighting in the GMP to include commaodities and assume no
gold exposure at the start (Portfolio A)

« Subtracting the percentage to be allocated to gold equally from the equities and government
bonds asset classes (the two asset classes with the highest weights) to add in GLD at 2%
(Portfiolio B), 5% (Portfolio C) and 10% (Portfilio D)

Axeet Glass v abie Markes. Wnlghtirg (%)
Ak oot L T Forfoliod | PordolloB | PordfolioG | Portfolle D

Equity MR AC Wk Diady TH Incox 40 | 39 37.5| 35
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Carpearaton Bored TR nckan
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HY Bonds Eicombarg Barclays Giobal Corporate 2 2 | 2 2
High Yinld Bossd TR Indax |

EM Dbt Bigombong Barclays Emerging Markets: 5 5| 5 5
LD Aggrogate Band T bndax

Totni Mbord Incoms | a0 . a7.5 5

Hoal Estate t30bal Froperty Hesoarch Goneral TH 4| 4 4 4
Incox

Privuta Emquety L% Carvposio Lstod Brivate Eouiny 4 'l 4 4
TR Indax

Commoditios Eoombang Commedity indax TR 2| 2 2

Gald SPDR* Gold Shares [(GLD®) i} 2 10

Tosal A Hormation 10 12 16 ao

Hypathetizal Portfolic Total 100 100 100 100

Source: State Stroet Global Advisors, as of Septembor 30, 2019,

Tha adsel AllSCalion SCanario i rer RMypathelical purpoies Snly and ik fol tanded 1o repretent 4 apecine assoel
alacatian atratagy of recomemend & particdar allacation Fach inveatars tustian B oriouse and acied allaeati

decisions should be based on an i “s risk tol i hori i fi ial situaticn. It is not possible to
Irreast direochy in an bnce.
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Figure &

CLD Has Had Low
Corrclation to Other
Argot Clascos in tha
Hypothetical Portfolio

From a resk-adpisted return perspective, our hypothetical blended portfolio results showed that
adding a 2%, 5% or 10% allocation to GLD in the portfolio would have improved Sharpe ratios,
Further, the results demonstrated that this hypothetical scenario would have outperformed multi-
asset portfolios with identical index axposure but without equivalent allecations to GLD. From a
risk management perspective, ypothetical portiobos with a GLL allocation had lower maximum
drawdowns, with a 0% allocation 1o GLD reduecing maximum drawsown by aimost 320 bps.®
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Birambarg Finance L. P, State Stroel Global Achvisors, dath from Jansary 1, 2005 to Seplombar 30 2018, Allconralatinn
CAICUIAIONS ADOWEe dermad Eram mont filty LOLa] roturn Irdeces: in UGS Gollars.

Givan that adding a 2% to 108 stratagic asset allonation to GLD in s hypathatical multi-assaee
portfolio betweean January 1. 2008 and September 30, 2010 improved risk-adjusted return and
reduced maximum drawdown compared with the portfolio without any expesure to gold-backed
investments, global multi-asset portfolio managers should consider the ments of incleding gold in
their portfolios.

Froam the results shown babow in Figure 9, we found that under cur hypothetical scanario:

+ Portfolios B, G and D had higher Sharpe ratios, lower maximum drawdowns and lower
standard deviations with higher returns compared with Portfolio A, the portfolio with no
exposure to gold

*  Fortfolio LY had the mghest Sharpe Hatio (D) and highest cumulatiee return (R3b.88%

* Portfolio D had the lowest maximum drawdown (-28.43%)
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Figure @ Hypothatical GLD | Annuslited  Cumwlative | Annualived Sharpa Maimum
& Portfclic Allocation Baturn {%) Raturn Starsdard Pratio D el ooy
Hfmrlﬂﬂll Blended %) %) Daviation %)
Portfolio Results Portfelio A 0.00 | 5.69 126.10 F.44 0.46 -33.29
Portfolio B 200 E_TR 128 25 @_an 0_a7 -3% B4
Bortfelia 5.00 E.88 izg.27 F. 20 oL AT 21.30
Povifoliu O 10,00 .07 138 .50 #.23 052 -0, 83
Source Bloombang Finance LP, FaciSat, State Streot Global Advisors, &5 of Soptambar 30, 2010,
® Adciriod Fiek-rgsd rab of Citigroup 3-month T-blks
Tha et off scdding G N o sn inesstor's poctfnlio will vary hoasad apon andins ‘m anent ail H din il wid and
market performance, among other things. index returns are unmanaged and donot reflect the deduotion of any fees.
o aupeenass. Index returna reflect sll items of in  Bain and lows and the rel of dividands and other
imearme. Returem do ol foprotant o of & apeeife it bl et @ s d by ALk LN [[E dyimireg tha
actual porformance data of the constituents as Bsted in Figare, according to their weightings detalled in Figure.
Hor off thes by biended portfollo assames no transaction and rebalancing costs, s actual results
will differ. Porfermance of PO Gold Shares (GLD") reflects annual tlo of 0.40 o Mezhodal;
computaticn can be found in the Glossary.
Al dala based on manthly measures of porfermancs, Inveslment refurn and principal valie will Thochzate, 50 you
may have a gain or loss when shares are sold, Current performance may be higher or lower than that austed. Visit
spdrs.com for most recent month end performance.
A Convenient and While irvestrent in physical gold bullion is the most direct way to invest in gold, it may imvohe
Cost-Effective Way to higher ongoing costs for transport, storage and insurance. Gold mining company shares are
Invest in Gold another way to gain exposure to gold, but their growth and performance also depend on effective

management, production costs, reserves and exploration, among other factors. Gold futures are
also wickely used by Some INvestors Ioking tor expoasung to gold and have the banatit of baing
tragded in standardized contracts on exchanges. Futures oo not require full funding up front, which
may be preferable o those investors looking for leverage, but the requirement to regularty roll
futures contracts 1o maingain exposyre does mean ongolng management of the gold position is
renguired fior a konger -tenm stralegic alkesation.

Pheysical backed gold ETFa, lilke GLD, may help to clminate many of the issues mentiencd above,
a5 ETFs seck to provido investors a relatively transparent and ocost-offeative way to track the
prica of gold. The “IPD of Gold” helped legitimize goldd as an assot clage in 1871, and the arrival

of GLD in Movembar 2004 transformed gold into an accessible mainetroam imestrmont. Wa
helirve that as the size and the number of investahle asset classes continee to grosw, gold - an
asset with historically low and negative correfation with other asset classaes - may play a maora
central strategic robe in multi-asset portfolios and GLD may offer investors the transparency and
comeniance in one cost-effective wrapper,
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Figure 10
Gold ETFs vs. Other Gold Investment Viehicles
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Source: State Street Global Adviiors, Blopmbarg Finance P, as of Septembar 30, 2019, Thoro can b ne assarance that & bauid msiod will be maintained

Figurel
SPDR Gold Shares Standard Performance as of September 30, 2019
1 Manth arm TI 1 Yoar ¥ Years & Years 10 Years  Since Inception
%) %) %) %) %) ) %) | 1171872004 1%)
LA -2.85 5.31 i15.55 234 .81 3.53 | 3.88 3.88 8.08
Markoet Valua -F.30 4.38 i4.53 33.18 F.30 | 3.82 J.48 | T.01
LOALA, Ceodd Price M ) 2.82 &.42 i18.13 2E.10 .06 | 4.07 408 | 8. 4D

Source Gross Exponso Ratice Q30%. Tha gross aapssnss rato is thoe fursls (ol anrvisl operaling oupspnsd ratio. 1 is gross of Sy f wivirs OF X Dansd femiHesomn 5
auied Gty by Bgiardd i tols Uil s rrededt Passenil rosprclus. Pad Forvisidvcs Gpaatend T i sents gt praTar i s, which s rmo pearsmtes of fubure resulte. Irvestnent
return and principal value will flectusate, so you may have a gaiin or loss when shares are sold. Current performance may be higher or lower than that guoted.
Vst spdrs.com for most recent manth end performancs.
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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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