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Gold’s Relationship With the Dollar
Don’t Count Gold Out With a Strong Dollar

The dollar and gold often move in opposite directions, but not symmetrically,
in part because there are other factors that drive the gold price. We believe
that gold is an effective portfolio diversifier, and that investors shouldn’t
necessarily sell their gold allocations when the dollar is rising.

Exploring The Gold-Dollar Asymmetry

Ever since President Richard Mixon ended the dollar's peg to
gobd in 1971, the prices of both have temsded to moved opposite
o one another, In other words, 3 weakening dollar has
histerically pushed the gold price up and vice versa (Figure 1),
However, this relationship has been asymmetrical. The price
of gold has historieally risen about three times as much during
pt.-ril.ldst when the dollar weakens as it has fallen ||.1.|r'||.1|:; strong-
dollar ones (Figure 2),

There are various reasons why the asymmetry between gold and
the dollar exists. We believe that bwao of those reasons stand out,
First, gold is one of the multiple currencics that exist in the
monetary system, as its use by central banks in their foreign
reserves makes clear. 5o, the link between gold and the dollar
should not be seen in isolation, but in relationship to other
currencies as well, Seeond, while important, the dollar is just
one of the many drivers that influences gold, and that
complexity can alter the negative correlation between the two.
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Figure 2: Gold Performance In Strong & Weak Dollar
Regimes January 1972-June 2006

L
0

k]

) i E3

" |
-1d Falling USS Flat U5 5 BmngUSS

Sowee Weorld Gold Council, Bioomber Finance LP
Past perlormance is nod a guamates ol fwture resulis.

Dikar e Vi

'
Gabd ekt High
bophpmieuc b 1
& .
T e—y | BN
105 Sovaryign Debe TILN Sepes
(L]

Lo Fite ] W n

T LIS Dol bncle (D06 Indax miaseres She performance of i LIS Dollar against a basket of cononcies: EUA, JPY, GBP, CAD, CHF and SEK
Gold price 15 hased on LEMA Gald Price, windh 5 defermenid basce pach bussess day |10°30 a & and 300 p.m. Loadon Bmil by parbopants m o piyscally setlled, deciiome

and tradable auction
Pasi performance is not a guarantee of future results.

STATE STREET
GLOBAL ADVISORS.

SPDR

WORLD
GOLD
COUNCIL



Gold's Relationship With the Dollar Don't Count Gold Out With a Strong Dollar

In periods of incertainty, the dollar typically bencfits from
fight-to-gquality flows. But so does gold. At such times, both the
price of gold and the dollar can go up, Investors have seen this
in recent venrs, including during the 2008-2009 financial
crisis, the 2010-2011 European sovereign debt erisis or, more
recently, in the aftermath of the UK referendum to leave the
European Union.

In contrast, weak-dollar periods typically coincide with
other faetors that are supportive of gold, For example,
folling interest rates, growth in emerging markets, or
higher inflation expectations.

In sum, it may thus be intuitive to see why the asymmetric
relationship between gold and the dollar works in gold’s favar.

Gold's Potential Diversifying Benefits
Outweigh Potential Headwinds A Strong

Dollar Brings

This asymmetric historical relationship helps illustrate our
belief that given gold's overall value as o portfolio diversifier,
investors should not reflexively unlood gold holdings at times
when the dollar s strengthening.

One key point is that gold's correlation to other assets has
historically remained low no matter whether the dollar is weak
or strong, as the following table shows, Adding gold may
potentially boost a portfolio's diversification, tamping down
velatility. Brosder diversification, in turn, may lower volatility
and potentially improve risk-adjusted returns” 1t is worth
neding, of course, that diversification alone does not ensure a
profit or guarantee against loss.

Average Annualized Statistics of Gold Performance
From January 1972 through June 2016
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Long-Term, the Dollar’s Influence Over Gold is
Likely to Diminish

Over the longer term, as the inancial system moves intoa
multi-currency world, the dallar may not be the only sought-
after asset, potentinlly reducing its influence asa

reserve currency. For example, in recent years there has been a

wider pugh by Chinese authorities to make China’s currency,
the yuan, more accepted internationally.

s

Source: Wordd Gold Courcil, Gold nvestor, Woluma 8, March 2015

Other Factors Influence the Price of Gold

While the dollar is an important driver, there are, in all, seven
factors that interact with one another, jointly influencing the
gold market and the price of gold. The infuence of each of
these factors is not static, and responds to changes in the gold
market, including structural shifts that moy occur, such ag
the increasing relevance of Asinn markets or the advent of
gold-backed ETFs, to name a few.
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Gold's Relationship With the Dollar Don't Count Gold Out With a Strong Dollar

...Gold Remains A Strategic Long-Term Asset

Looking at the big picture, the dollar matters, but it does not
define gold's relevance for investors.

In fact, the dollar strength that has prevaibed for much of

the past few years actually highlights gold’s potential function
as a diversification and risk-management portfolio asset. These
can be increasingly important roles, particularly as both
stocks and bonds may deliver lower-than-aversge returns in
the coming years,

" Chver the past 75 years, the comelation of gold 1o stocks, bonds and otht
commodities was 107, 019, and 0.4, respectively, Source: 5504, Bloomberg
Fnangs L, a5 of 12/312015. Comgeting uiing monthly ratun dali lom Dec
15690 50 D 2075 It maagures the dogren b which the divistions of ono varsble
Trom it maan e related bo thase of o differont vanablo fom it mspectvn mean
Indem ratums are unmanaged and do not raflact the deduction of any foes or
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refums reflect &l items of mcome, gain end loss and the reirvestment of dividends
and other income,

* el

ssga.com | spdrs.com

For public use.

Important Risk Information

ETF tradhe lice saocks, are subject 1o imeestment sk, fuctuaie in markes vadoes and
may trade at prices above or below the ETFs' net asset value. Brokesaga commissions
and ETF expensos will roduce nefuins.

Whiliz the shares of ETFs ara tradablo on sscondary markens, thy may rot rpdly
trade in all market conditions and may irade a1 significant dscounts in penods of
mankol stress

Drversification does nal ensurd a peofil or guatantes agans! loss

Corvmaditnes and eommadty- s hnked secoriins may bo Miected by changes i
overall market movements, changas in nterest rates, and other factors such as
wither, disease, embangoes, of political and regulatory diveloprnents, as vl as
trading activity of spaculstors and arbitragewrs in the underying commadities

The information provided does not constitube imestment advica and it should nok be
ridhied on 05 $uch. H should not be considied a sobctation 1o by of an offr 10 sell o
secunity, It does not take inin accoond any investor's particular imestment ohjectives,
siratigies, tox status o rmastmend horiton, You should consull your tax and francial
advastr, Al mateial has been obtained from soumes bebeved to be tehable. There i
o epresentaton of wamanty as &0 the accuracy of the information and Stata Streat
shall have na liatslity for decisions based on such mdprmation,

Investing in commodities entadl significamt risk and is not appropriate for
all investars,

Important nformation Aelating to SPDR Gold Trust:

The SPOR Gold Shares Trust ("GLD* "} has filed a registration statement
(incliedimg & prospectus) with the Securities and Exchange Commission
{"SEC") for the oMering to which this commusication relates. Before you
invest, you should read the prospectus (n thai registration sistement and
wihor decuments GLD has Gled with the SEC for more complete information
ahout GLD and this oMering. You may get these documents for free by visiting
EOGAR on the SEC website at www.sec.gov or by visiting spdrgoldshares.
com. Aliernatively, the Trest or any autharized will arrange to
send you the prespectus if you request it by calling 1-866-320-4053.

Definitions

Barclays U.5, Aggregate Bond kndex 4 bonchmark that prowades a measwe of
the perfomance of the U5 dodlar denomirated ivestment grade bond markat,
which includes imvestman grade govermment bonds, investment grade corporate
bonds, marbgage pass through securites, commercial mortgags backed securities
and aasel backed secwites that ane publichy for sale i tha LS,

Bloomberg Commodity Index A broscly dhrsfed commodity price indax
distributed by Bloomberg Indases that tracks 22 commodity hutunes and seven
sectors. No ona commaodity can compase less than 2 percant or mone than 15 parent.
iof tha indax and no sector can repeasent mora than I3 pencent of the index.

S&P 500 Index A popular benchenark for LS. large-cap equitess 1hat ncludes
500 companies from lnading ndustries and captures about B0% of mailatie
markal capitaliaation.

Stagfiation An economic condition prevaikng in the 1870s characterized by slow
gresth and relatiely high unamployment & well as mflation laading to & peerall
decling in grozs domestic product

GLD s not an mvestrent comgany negsstined under the Imastment Company Act of
1940 [tz ~ 1940 A1) and is not subject 10 regulation undes the Commodity Exchange
Ao of 1936 {thee “CEAT). As a result, sharehokders of the Trust do not hiee the
protections associaied with ownership of shares in an mesiment company
registored under the 1940 Act o the prolections affonded by the CEA

Imosting imvohves risk, and you could lnse money on an imestment in GLD. Pleasa 5o
the GL prospectes for o detndied doscussion of th risks of rvestng in GLO shaves
Tha GLD prospactus is available by clicking lero.

GLI shares trade e stocks, ane subject 1o rvstmend risk and wil fectuate in market
wislue. The value of GLD shares refates drecty o the value of te gold held by GLD
{lesg its expenses), and fuctuations i tha prie of goid moulkd materially and advarsely
aftect an investment in the shares. The price necestd upon the sak of the shares.
which tradie at market wice, may be more of less than the vake of the gold
represemnd by them. (10 does not generate any income, and as GLD negalarly sols
(goid o pay for ils ongoing expenses, the amount of gold regeesented by each Share
will docineg over time

The World God Courcll namia and logo @ @ rogistored trademark and used wath the
pesmisaion of the World Gold Couned pursuant to 8 license agreemant. The Wordd
1Gold Council is nof responsibiin for the content of, and ts not able for the use of or
reliance on, this materal.

Standeed B Poor's®, SEP® and SPDA® are regesiened trademaries of Standand &
Foor's Francial Services LLC (38F) Dow Jones & a regatencd trademark of Dow
Jones Trademark Holdings LLC (Do Jonesk and these rademarks have been
licensed for wse by 55 Dow Jonas Indices LLC (5POJI) and sublicensed for pertan
purpeeess by State Street Corporation. S1ate Street Corporation’s financial products
am nat sponscend, endorsad, sold or promated by SPOLIL Dow Jones, S&P, thair
respective ol fliales and third party licensars and none of such parties make any
representation regarding the advisability of iresting in such productis| nor do they
tharwe army [iabality in polstion Shivebe, incuding for oy airors, omistions, o
Intenruptions of any index Further limitations that coold affect imestons rights may
be Tound in GLIS prospoctus

For more indermation: S1ate Street Global Matkets. LLC (Marketing Agent),

Ona Lincoln Sweet, Boston, MA_ 02111 T B66 320 4053 spdrgoldshases.com.
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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 Markets,
LLC, One Lincoln Street, Attn: SPDR® Gold Shares, 30th Floor, Boston, MA 02111.



