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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.

While the US dollar and interest rates are important factors frequency of tail risk events, supply/demand dynamics and
that drive the price of gold, there are many other variables that central bank purchases play prominent roles. Regardless of
influence the preciows metal. Today, the relationship between the macroeconomic environment, the potential portfolio
gold and market and economic forces is even more complex and diwversification benefits of gold remnain. As an investment, the
very different from the past. Several other factors including the economic forees that determine the price of gold are different

Figure 1: Gold as a Potential Portfolio Diversifier
Correlation of Returns to Other Asset Classes
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Figure 2: Gold as a Tail Risk Hedge — Performance in Market Downturns
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from the economic forces that determine the price of many
other asset classes such as equities, bonds or commaoddities.
Therefore, gold offers investors a unbque opportunity to seck to
diversify portfolios because of its relatively low historical
correlation with many other asset classes (See Figure 1),

S, does it still make sense to invest in gold? We believe the
answer is a resounding yes. In fact, today, many investors are
reappraising gold's value and viewing the precious metal not as
a temporary and opportunistic hobding, but as a unique
strategic asset class with the potential to diversify and further
atrengthen portfolios in a variety of market conditions.
Whether gold is rallying or weakening. we believe that it's
always appropriate for investors to consider a strategic role

for gold in their portfolios.

Gold's Strategic Value

Ower time, holding a modest allocatbon to gold has offered a
range of potential portfolio benefits, including:

* Low Correlation to Major Asset Classes
« Reduced Valatility by Diversifying Portfolios'
« Wealth Preservation (See Figure 2)

State Strect Global Advisors

Portiolie Diversification

The principle of diversification holds that portfidics benefit
from a wide array of assets that behave differently from one
another under various market conditions, The rationale is
simples Given that it is virtually impossible to know which
asset classes will do best or how economic developments
may impact performance, holding a wide range of assets
may improve long-term returns and may reduce portfiolio
rizk in the long run.

Although global markets have become more closely
correlated, gold prices have not historically moved in
lockstep with traditionnl asset closses such ns equities and
fixed Encome, This is because gold prices, again, are
influenced by different factors than are prices of other
assets (gee 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
— may help better insulate a portfolio against significant
events that broadly affect the markets.
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Moderating Volatility in Tumultuous Markets
Gold's low correlation to other asset 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
turmaoil, an albocation to gold would have preservesd wealth
in a diversified portfolio by cushioning the hit taken by the
portfolio, OF course, past performance does not guarantee
futwre pesults.

Wealth Preservation

With heightenced uncertainty in today’s complex global market,
making a consistent strateghc allocation to gold affords a range
of potential benefits.

For example, gobd has been used as a hedge against inflation
for centuries,

Since 1971, gold has provided an annualized real rate of

return of 4.2 percent over the US consumer price index (CPD
Historically, gold has seen its strongest price performance in
years of high inflation such as in 1960, providing an average real
return af 19.2 pereent amd a median inerease of 14.9 percent in
years in which CPDs increase has been greater than 5 percent.*

Ower at 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 dellar and interest rates are important factors in
explaining the price movement of gold, as mentioned, they are
ot the sole compomnents.

Higher US interest rates may not have a dramatic negative
elfect on gold due to its complex and global demand dynamics.

Figure 3: Over 509 Of Gold Demand Comes from Asia
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In fact, nearly 60 percent of gold demand comes from jewelry
and techmology, which are positively tied to factors that may
drive US interest rates higher, such as economic growth and
lower unemployment.® And only & percent of global gold
demand comes from the US (see Figure 41

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

use it ns a store of wealth if short-term interest rates remain
negative in countries 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 Mecting Demand
+ Riging Asia Demand
= Central Bank Buving
+ Under-Owied Asset

Physical Demand that Exceeds Prodoction

Gold production over the past two decades has averaged
anannual increase of less than 1 percent. In fact, as of the
fourth quarter of 2005, the total supply of gold is down 10
percent from a year earlier because of decreased mining
production and a decline in the recycling of gold.” Only a
handful of large gold deposits have been diseovered over the
past fiew decades, as mine producers face lower gold prices
amd higher production costs, Meanwhile, new projects
and exploration have slowed. Thus, future production
shows little chance of increasing significantly.

Figure 4: Central Bank Net Sales and Purchases of Gold
in Tonnes
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Figure 5: Size of Financial Markets
U5 8160 Trillion; June 30, 2015*
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* Estimates include the global markat capiialization of all publicity traded sincks
and REIT; the 1otal value of cutstanding bonds and money market instruments;
nital ppen inberest on major comemodity fubenes ples above groend siocks of
precaous malal; the aEsists undar managerment ol e squity snd hedge
funds; and private hoidings of gold bullion. Central bank holdings of goid and
hands wese exduded.

What Has Happened to the Price of Gold?

After reaching a cycle high in 2001, 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 2003, while sharp, was not
unprecedented. Gold has seen seven pullbacks of more
than 10 percent since 2001, and 12 pullbacks of 20 percent
or maore since 1970, After each decline, gold went on to
ned only rebound but to post new all-time highs, The past
several years have been marked by a confluence 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,

as noted, may be turning as the economic cycle

matures and new drivers of gold emenge. Those include:

= Gold playing an effective role as a potential hedge
as stock valuations in the US and clsewhere remain
elevated and as investors have increased risk exposures
im=search of returns in a very bow yield environment.

+ Despite some concerns about gross domestic product
{GIDF) growth across emerging markets, economic
output continues to increase and so do incomes.

This, in turn, strengthens the case for gold as a long-
term strategic asset and potential wealth
preservation toal,
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Greater Demand from Expanding Asian Economies

Jewelry represents the Largest area of consumption for gobd,
especially in China and India, where the rising stancard

of living for all sectors of the population is increasing the
demand for jewelry both for cultural celehrations and as n sign
of personal wealth, Physical consumer demand from this reglon
is currently more than five times that of Western markets.

Central Banks Becoming Net Buyers of Gold

I 2000, central banks became net buyers of gold to reduce
their dependence on the US dollar. In fact. central banks
bought 588 metric bons of gold in 2005, second only to the
record 625 metric tons in 2013.° That trend is expected to
continue over the coming decades, as currency crises prompt
hanks to further diversify.

Gold is Under — Owned

In spite of gold’s potential portfolio benefits, gold i= still
under-owned. As a percentage of total global assets, gold
amounted to just 1 percent as of June 2005, with 70 percent
of all investors owning no gold whatsoever? However, as
investors around the globe come to appreciate gold's strategic
value, pension funds, sovereign wealth funds, insurance funds,
mutual funds, hedge funds, private equity funds and private
wealth funds, as well s individual investors, are likely to
continue to expand their use of gold as a rigk management
amd capital preservation tool,

A Look Ahead

‘While history underscores the many benefits of gold asa
potentially “defensive asset™ in challenging times,
diversification and risk management, along with capital
preservation, are attractive attributes in any economic
enviranment. As Balph Waldo Emerson once observed,

“The desire of gold is not for gold. It is for the means of
freedom and beneRt.” Although a long period of record-setting
prices illustrated gold's timelbess value in times of economic
uncertainty, the true *freedom and benefit™ gold provides

i2 in its role as a strategic long-term assel.

! A byprodect of gokis kw correlation b mos! key asse classes, such as socks,
bonds and commaodities. Cver the past 25 years, the coretation of gold to siocks,
bands and othisr commedies was -0U01, 009, aad 034, respactivdy. Source
SSGA, Bloomberg. as of 1231015, Computed using monthly resunn data from Dec
1890 po D 2015, B meddornes the degres b wiich the deviatons of ong vanabie
from its maan am related ta those of a difieent variable from its respective mean,
Iedex petuems Se unmanaged snd do not reflect the deduction of amy fees or
xpenses. Siocks reprasenind by 58P 500 indax; Bonds reprasented by Barclars US
Aggregate index; Commaodities represented by Bloombeng Commodty Index. indes
retums mflect all Bems of income, gain and loss and the reivestment of dhvidends
End other income.
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Glossary

BafA Merrill Lynch US Corperate Index Tha Botd, Menil Lynch US Corporate
Index racks the perormance of publicly ssusd US doller denomangied imesiment
grade corporte debt

BalA Merrill Lynch US Treasury Index The Boll Meril Lynch US Treasury Index
fracks tha parformanca of LS dollar denominated soversign dabit peblichy issued by
e LS povernment.

Barclays Capital US Treasury Inday U5 dola-denominated, fued-rate. nominal
et it by e IS Tresasuary. Tresasury bills ave anchuded By the maturity constraint,
but ane part of a separate Sho Treasury Indax.

Bloomberg Barclays Ghobal Aggregate Bend Indexhe Barclays Gichal
Aggregain index provides a beoad-based measure of the giobal mestment-

grad fixed income markets. The thren =ajor compenents of this indin sre the

115, Aggregate, tha Pan-Ewngean Aggregate. and the Asian-Pacific Aggregate
Indhts. The irdes also includes Eerodollar and Euro-Yen corporate bords,

Canacian government, agency and corpornate securities. and USD ivestment

grade 1448 seouriies.

Bloomberg Barclays US High ¥ield Corporate Bond Index The Barclays

LIS, High Yiekd Index covers the usiverse ol fosed rate, non-ivesiment grade debit.
Euerntonds and debd issues from countries desigrated a5 emenging markets (soveneign
rating of Baal/BEE/BEE+ and below wsing the midde of Moody's, S&F. and Fitch)
anechuded, but Canadian and global bonds [SEC regestered) of isswars in non-EMG
countries ane inchded. The index inchades both coPotate and non-COMPOTATE SECINE.
Bloomberg Commedity Index A broadly diversified commadity price index
distributed by Bloombery Indexes that tracks 22 commedity futures and seven
secis. No one commaodity can composs kess than Z pencent or mone than 15 pencent
of th indést and no Lecier can iapresent mone than 13 parment of the index
Cambridge Associates Private Equity Index A bencheark based on returrs data
commpulisd o LS. private equity funds, incheding fuly lqudated partnenships, fomed
between 1966 and 2014,

Derw Jomes US Select REIT Index A benchmak of 1S REM: aed ROl
secunities that screens Tor market capialization, liguidicy and percentage of revenms
desived from ownership and operation of real estate securities. It is foat market cap
wasghied and quoted in doliars.
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Dow Jones US Select REITs Total Return Imdex A benchimark of LS. REITs and
REAT- lioe securities that screens for markat capitalization, liquidity and pescentage
of revenue derreed [rom cvmershp and operation of peal esiale securities |t i foal
mariat cap weighted. qeoted in dollars and reflects reinvested dividends.

HFRI Fusd Weighted Compasite Index A gibsl, equsl- weghted indi ol ever
2000 singla-marager funds that repor to Hedge Fund Research Inc.'s database.
The HFAI Fund Weighted Composite index does nat inclde Funds of Hedge Funds.
LBMA Afternooa Geld Price The LBMA Gold Price is datermined twice each
Business dey (10:30 a.m_ and 300 p.m. London time] by the panticipans in a physically
settiad, slactronic and tradable auction

MEC] EAFE Index An equities benchmark that caplunes large- and mid-cap
representabion across developed marked couninies around the word, ascluding the
U and Canada

MSE] Emerging Markets Indax The MEC| Emenging Markets ndes captures
large and mid-cap rep alion across 73 emeing markets ¢ s, With B34
constifuents, the index covers apprmimately 85% of the free foat-adusted markat
capitalimtion in gach country

MSEI USA Total Raturn Index The MSC) USA Total Resurn Indas is desigred 5o
mizgsune the performance of the lirge and mid-cap segments of the LIS market, with
diadends reimvasted. With 631 constiteans, the indax covers appreemanedy 85
percent af the e Aoat-adjusted markin capitalibion in the US

Rusaalll 2000 index A benchmark that measures the parlemance of tha
smallcap segment of the LS. aquity unierse

SEP S0 lndax A populsr beschmenk (orULS. Lange-cap equities that inchedes

500 comparins Trom loading indusires and captues approximatily 80 pencent
cireerage of avaiable markel capiahzation.

5&P Goldman Sachs Commasdity lndex, or S&P GECI A production-weighted
midex [unchid in 1957 that racks th perloimands of 24 oommadily htures
coniracts. The indax, tilts to commedities that ans mon beavily produced globally,
50 its weghls mone heayly 10, S5y, crude od thee [ cotoa

5 3-Month Libor | Cash] Libor, or the London Interhank Differed Aate. is
etuvalend B the federal turds rate, of the interest rate one bank charges anather
fiora loan. It is used a5 a refierence figues fior corporate firancial transactions and,
micreasingly, for consumer laang & wel.
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Impartant Risk Information

This material has been created for infommational parposes ooy and does not
constituie investment advice and it should not be refiad on s such. B does not ake
Wl Stotunl By irESIonNs pAriculal IvesIment objecives, SRIBIES, Lax SLaluS of
investmens hovizon. These is no representation or warmanty a5 to the oament acouracy
of, or labili vy fof, dévasions made hasad on thes matedial. All maensl has been
ohiaingd from sources believed 1o ba refiable, but its accwracy is not guarantned
ETFs trade Hoz stocks, are subyect 0o ewestment risk, fuciuste in market vake and
mary rade at prices above or below tha ETFS' nat asset value. Brokarage commissions
and E TF expensas will reduce returns.

Diwersification doas nof ensure a profit or guaranise against loss.

Commodities and commeodity-index inked seourities may be aflected By changes

in owarall markel movements, changes in interest rates, and other {actors such as
wisasher, disedse, embargoes, or political and regulatory devilopments, as wel as
fading activity of specelats and arbitragaus in the underlying commodities.
Wihile the shares of ETFs ane tradable on secondany markts, they may not readily
rade in all market condtions and may trade gt significent distounts in penods of
marke Stress.

The viewes expressed in this matenal are the views of Giobal SPOR theough the penod
ended Docember 31, 2016 and ane subject 1o change based on market and other
condaions. This document conans caran siatements tat may ba deemad forsand-
Inoking statements. Please nabe that anmy such statements ant not guaraniess of amy
future perfiormance and achial resulis of developments may difler materialy from
g projieched.

Thee whele of vy part of this work may ot be reprodeced, copsed of iransmitied of
amy of its contents disclosed (0 thind parties withou! S3GA'S express whilen consan,
SFOR® b2 & regeiered radermark of Stendaed & Poor's Financial Servizes LLC [5PFST)
and haes been sublicorsed by SBP Dow Jones Indices LLC |"SPOUF and together with
its affiienes and SFFS, “SAP°) for wee by State Sireet Global Advizors. Mo financial
product offened by State Stroet Global Advisors, a division of State Streat Bank and
Trust Company, o its affikaies o sponsored, endorsed, sold or promoied by 55P S&F
makgss ng representation neganding the advisability of imeesting in such productis) nor
does SEP hawe amy katality in relation thereto.

Investing in commadities entails significant risk and is not appropriate for
all imvestors.

Impariant Infarmation Relating io SPOR Gold Trust ["GLD ™|

The SPDR Gold Trust ["GLD*") has filed a registration statement {including
a prospectus] with the Securities and Exchange Commission {“5SEC") for the
afering 1o which this communication relates. Before you invest, you should
read the prospectss in that registration statement and other documents
GLD has Eled vith the SEC for more complete informsstion sbout GLD and
thiss nffering. You may get these docements for free by visiting EDGAR on
hsEﬁmﬂﬁﬂ.iﬂﬂlfﬂMspdrgurmms £om,
Alvernatively, the SPOR Gold Trest or asy suthorized participast will
arrange to send you the prospectus i you request it by calling B66.320 8053,
GLID i mot an imvesstment company regstened urdes the Imestment Company Act
of P40 {the “1SM0 Act™] and is not subject b reguiation under the Commodity
[Exchange Act of 1536 [he “CEAT] As a resull, shareholders of the Trest do not have
the proteetiong sceasated with canirship ol shares in an investment company
registened under the 1340 Act or the protections afioeded by the CEA.

GLID shares trade ldox saocks, ang subjict b invessiment rigk and will fuchmibein
markat value. The value of GLD shares retates directhy to the value of the goid keld
by GLO s its experses), and Suctmtions in the price of goid oodld maner ially and
adversely affect an iwestment in the shares. The ice receivad wpon the sale of
the shases, vhich trade &1 market phce, may be mode of less than the value ol the
gold reprasanted by them. GLD doas not genarte any incoma, and as GLID egularly
sedls gold to pay bor i ongoang expendes, the amount of gold represented by each
Shara will decing ovar time: nvesting invobves risk, and you could losz money on an
ivessmen i GL0. Plaase sea the GLD prospectus for a detailed deensssion of the
risks of investing in GLD shares. When this document i distibuted slectonically, the
GLID provspeciug & available by cheking bere,

Tha World Gold Council rame and logo ar a registerad irademark and used with the
parmissaon ol the Wiord Geld Councl pursusnt b & hiceeds agréament. The Wardd
{Gold Council & not responsible for the content of, and is not lable for the use of or
rekance on, this maleral

For mese information: State Street Global Markets, LLC, One Linceln Streat,
Boston, MA, 02111 T:+1 866 320 4053 spdigoldshares com

Not FIDIC Insured « No Bank Guarantes - May Lose Value

State Strect Global Advisors

(£ 2017 Seate Sweet Coeporstion. All Rights Resenved.
IDES51-1BG-22612 0117 Exp. Dater 04202007



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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