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Foreword
A positive outlook for gold in 2016

Shishmanian
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Welcome to the new format pertfolios. Discussing the vote on whether

for Gold Investor.

The timing of the relaunch of Gold Investor
is no comncidence. Global economic
conditions are beset with uncertainty,
interest rates are &t record lows and
recovery remains elusive. In such an
anvironmant, invastmant decision-making
is exceptionally challenging - creating

a portfolio that is balanced enough to
withstand turbulence yet robust encugh
to deliver returns is arguably more
demanding than aver

Gold Investor is designed to offer unique
invastrnent insights from the world's most
influantial central bankers, economists,
financial institutions, investors and gold
market specialists.

In this edition; Mervyn King, Governor of
the Bank of England from 2003 to 2013,
talks candidly about world econamic
prospects and the steps that Europe needs
to take to retum to growth, In a world
charactensed by ‘radical uncertainty’, Lord
King concludes that monetary policy has
reached its imits and there is no easy path
towards recovery. Against this background,
Lord King bebeves that gold, as a unique
and uncomrelated asset, has an important
role to play in central bank and institutional
investment portfolios. (See page 141,

John Nugae, indepandent Consultant and
farmer Chief Manager of the Reserves of
the Bank of England discusses the impact
of the Brexit referendum on investment

the UK should remain in the European
Unicn or not, he babeves the outlook is not
just unknowen, but unknowable, In such a
scenano, Nugée advocates that investors
should undertake ‘a survival analysis’ of
their portfolios and concludes that gold

i5 & valuable asset to hold, whatever the
outcome of the forthcoming referendurn.
{See page 5.

Shayne MeGuire, portfolio manager at
Teacher Retirement System of Texas,
raveals why the Bth largest pension fund in
the United States decided to invest in gold,
Highlighting the diversification banafits of
gold, McGuire also provides practical advice
about how to overcome potential issues
associated with investing in gold,

{3ee page B).

James Steel, Chisf Commodities Analyst at
HSBC, is a rencwned authanty on gold. He
outhnas gold’s role as an invastment asset
during a time of negative interast rates,
whien market behaviour is unpredictable and
santiment is fragile. (See page 20},

Ve are keen to hear your views
about our publication so plaase email

galdinvestor@gold.arg. We hope vou
enjoy the read.

il

Aram Shishmanian

The World Gold Council s the market development anm of the gobd industry. Workeng vath workd-class
olganisanons across the supply chain, we stirmulate demand, develop innovative wses of gokd and take
revv products to market. As the global authonty on gold, we offer comprebarsne analyses of the industny,
aring decimon makers urparalielsd inforrmaton and irssght ot divvers of gold demand



In the news

China launches renminbi-
denominated gold benchmark

The Shanghai Gold Exchange has launched
a EMEB-denominated gold price, in keeping
with China's moves to internationalise the
RMB. The auction runs twice daily and
invalves 18 banks.

China’s ICBC Standard
Bank buys 2,000-tonne
London gold vault from
Barclays

ICBC Standard Bank has announced
that it is buying Barclay's 2,000 tonne
capacity geld vault. The Chinese bank
has also joined the London Precious
Metals clearning system.

Rogoff recommends $ a0 )
carkral banke India’s gold market re-opens

gold in reserves A 1% manufactunng excise tax included in the Union Budget in
Former IMF chief February led to a 42 day strike by jewellery retailers: consequently Q1
economist and consumer demand fell to its lowest level since 2009, The strike ended
renowned Harvard in April and the industry has slowly retumed to nomality.

Prafessor, Kenneth
Rogoff is recommending
that emerging market
central banks increase
the share of gold
reserves they hold,
suggesting that a shift
into gold would improve
the functioning of the
international financial
system.
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Responses to Brexit

An investor’s guide to surviving the UK referendum

John Nugée
independent
Conaultant and
former Chief Manager
of the Reserves of

the Bank of England
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The UK referendum on
whether to remain in the
European Union or leave

it forever is an event which
defies normal market
planning. But, consultant
John Nugée, former chief
manager of reserves at the
Bank of England, believes
gold may prove its worth,
whatever the outcome.

The UK's referandum on whether 1o stay

in the European Union or bacoma the first
country ever to leave it is the major political
event of 2016, It 15 even more iImportant
than the US election this November, despite
the unprecedentad nature of that alection,
with the aggressively populist Republican
candidate Donald Trump turning normal
Amencan politics inside out

But the UK’'s referendum is also a market
event, and those responsible for financial
assets cannot ignone it. Markets have

been axpenencing heightened volatility for
manths and, if the UK votes to leave tha EL,
this uncertainty and volatility will continue,
potentially for yvears

S0 how shauld investors react to this one-
off and largely unpredictable event? How
should they position their portfobos, and
what should their objective be? Should they
be seeking to maximise possible gains or
should they have more defensve ambitions,
aiming to limit the damage that markets
rmight inflict upon their investments?



Rewponses io Brexht An irvestors guice 1o sunviving the UK relenendun

The new abnormal

The first point te bear in mind s that a
referendurm is not a nomal market event.
It is Binary: the answer is either In or Out,
with no shades of grey in between. And
if the vote is to leave, it is irmeversible so it
cannot be changed.

This miaans that the usual portfolio
migasurament and management technigques,
like axpacted value of investrmants and
VaR calculations, are not particularly helpful
hera. Averagas do not offer a useful guide
to the outcome of a binary decision, and it
15 rot enough to position a portfolio 20 that
it ‘comes out ahead on average” MNor can
the usual nsk analyzis techniques offer any
guidea, for the simple reason that there are
no facts, no percentages, no nsk factors
and no predictions about the aftermath of
the vote. In ather werds, itis impossible to
pradict what will happen after an event for
which thara is no precedant.

In siteations like this, where the future is
nat only unknoamn, but unknowable, many
investors choose to conduct a scenano
analysis. Thay look at all the outcomas that
could possibly anise, (however unlikely they
may seem) and see what the consequances
might be. However, in a one-off, ireversible
dacision such as the referendum,
conducting a survival analysis is even better.
A subset of scenano analysis, it involves
lecking at all the possible dewnsidas and
checking to sea whather your portfobo can
survive the worst that fate can throw at it.
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Onwards and upwards

In the case of tha UK referendum, if the
Brtish vote to remain, thera is no significant
change. But this means that current issuas
will persist, such as the weak global
economy generally; the compounding
challenges of immigration and security in
Europe, and mounting solvency pressuras
on Greece and ltaly. The implication of all
this is that the current monetary policy
stance of the major central banks will also
continua = parsistently low rates in the US
and UK; QE and negative rates in Europe
and Japan. This is a relatvaly positive
anvirenmant for gold, so, with no change
in central bank policy, the current mildly
upward trend in the gold price may stay

in place.

If the UK votas to leave, the immediate
reaction will be hesghtened uncertainty

as to the consequances. And with these
consaquences involving not just the UK, but
also the EU and the wider global economy,
thera may well be a flight to safety assets,
including golkd

Gold rush

Longer term, Brexit could prompt a

number of possible outcomes for the EU.

It iz possible that the shock of the UK's
daparture could drve the eurczons to a
clozer umon as a defensive response,
cementing the single currency by adding
fiscal and financial govemnance to the
monetary governance of the ECE. Many not
only precct this, but desm it necessary for
the aura to survive and prosper. But it would
alzo reinforce the deflationary gnp that the
euro creates for the EU economy, increasing
the pressure on the weaker penpheral
economies and probably intensifying the
ECE"s palicy of QE and negative interast
ratas. In such an environment, gold, as an
asset that vields zero rather than less than
zero, iomnically becomes a high-yielding
asset and very attractive. Even after storage
costs, returns on gold become competitive
in & world of sub-zero bond rates
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Another possibility is that a UK exit would
increase the nsk of multiple fractures in
the EU, as nationakist and populist parties
in other member states seak to follyw the
UK's exampla. But, if the EU were to come
under such sustained pressure, doubts
would anse over the value of all paper
assets n the Eurozone, and even over the
future of the euro itself. In such a scenano
gold stands to benefit, not for its supenor
return, but because of its raditional safe
haven qualities.

The impaortant featura of this sort of analysis
is that the investor does not have to
forecast which outeomea i the most likely or
whiat will happen next = for an event such
as the referendurn this is an impossible and
fruitless task. Rather, a survival analysis
loaks at all possible cuteomes, and shows
that whatever the gutcome, an investmeant
i gold is unlikely to wnderperforrm and in
S0Me Scenanas might oulperform strangly.

Better be safe

And having done the survival analysis, the
wise investor will leok at his or her portfalio
and ask: "Gmven the uncertainties and the
range of outcomes, what proportion of my
assets should be in gold? " Whatever your
position and whatever your babiefs, the
optimal answer is unlikely to be "Ml "

The old saying is that “All roads lead 1o
Rame” Given that the UK is, in effact,
vating on its adherence to the Treaty of
Roma, and one of the two cutcomes laads
the UK away from Rome, the old saying
does not, in this case, hold, But instead, we
rmight perhaps be justified m saying that
“All roads lead to Gold”™ B



How Texas teachers

invested in gold

Shayne McGuire is an Emerging Markets portfolio manager and
runs the Gold Fund for Teacher Retirement System of Texas, the
8th largest pension fund in the United States. He explains

why the fund is invested in gold.

Shayne McGuire
Emerging Markets
paortfolio manager,
Gold Fund for Teacher
Retirement System

of Texas

TRS has been investing in gold for

a number of years. Why did the
pension fund decide to inpest in gold
as an investment separate from
commaodities?

One of the main reasons we
considerad gold was the diversification
benefits it provides to portfolios
dominated by @quities, as most
pension funds are. VWe bagan work

on gold in 2007 and the Gold Fund
wias launched in Octobar of 2009
Gald, which has different dernand and
supply drivers than financial assets,

i5 genarally negatively cormalated

with stocks. Since the end of Bretton
Woods, every time the S&F 500 has
fallen mare than 10% in a year, gold
has bean up. Daspite the collapse of
commodities during the 2008 financial
cnsis and the matal's inttial declineg,
gold was one of the few assets

that ended positive for the year. We
thought that adding gold as a relatively
smiall parcentage of total assets would
improve the Trust's long-term risk-
adjusted retums dua to diversification
benefits.

Gold Invwesbor | fune Hi1E

What were the main hurdles that had
to be overcome to launch the Gold
Fund? What convinced pension fund
directors to deploy the strategy?

Gold presents a number of investment
challenges that provided for intense
discussion when we were deciding
on the Gold Fund, Most notably, the
metal does not offer a dividend or
coupon that can allow for cash flow-
baged valuations that we, as financial
professionals, are comfortable with.
There was also the memony of the
20-year bear market the metal endurad
during the 1980s and 90s. (What if
wiir gat anathar bad ona?) Since the
price of gold was fixed before 1971
{exchuding the faw turbulent vears
after the Cral War and during the early
FOR administration], wa anly have
twe vary different bear markets and
twe vary differant bull markats for the
metal, which provide a weak basis for
statistical anabysis. (it is important to
point out that the bear markets were so
differant bacause the first started with
wary high real interast rates and the
second one with nagative real rates,
which persist today ) Furthermare,
thare it the issues of where gold
should reside n asset allocation. The
pracious metal iz isted on tha FX page
on the Bloomberg financial system,
but also on its Commicdities paga. It
15 an inflation hedge (it rose 2, 300%
durng the inflaticnary 19705}, and yvat
a deflation hedge n times of deep
aconomic stress (such as the aarly
19305 and 2008} - it tends to nse as
investors bagin to anticipate the need
for dramatic inflationary monetary
intervention, Given thesa difficulties,

it is no surprise to me that, to this day,
many funds struggle to implement a
gald stratagy. Ultimately, our decision
to mvast in gold as an asset saparate
from commodities was based on the
diversification banafits to the overall
portfolo.

¢¢

Ultimately, our
decision to invest
in gold as an
asset separate

from commodities
was based on the

diversification
benefits ta the
overall portfolio.
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Hiew Texas teachers immested in gald
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Since gold has
low to negative
correlations with
traditional asset
classes, most
notably stocks,

investors should
consider the
outlook for larger
markets to arrive
at their outlook
for gold.

2
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Heup is gald handled at the asset
allocation level and actual
implementation of the inpestment?

The Gold Alocation Committes
{ecampnsed of the Chief Risk Officer,
tha heads of Asset Allocation and
Trading, and royself] mests once a
mcnth along with two analysts to
consider positioning in pracious metals
for the Trust. We reach a decision
regarding the Trust's gold positioning
helped, in part, by a gold model

wia dasignad intemally. The modal
contains factors that hastoncally have
significantly impacted the metal's price
- most notably the level of US real
interest rates, the US dollar, changes
in central bank holdings and demand
from Asa [which represents about
half of total global physical demand for
gold) amang others. Once a decision
has been made, the team also agreas
on the proper way to mplement an
increase or a dacraase. The Gold Fund
invests in both precious metals and
related equities, so on an unleversd
basis we can add beta to gold if we
think the investment environment for
precious metals is positive,

We understand the Gold Fund has
held assets of as much as USS800
million and as little as USS100
million, aften for reasons ather than
price movements. What factors drive
the re-balancing decisions and hotw
aften do vou revlew them? Howw do
you measure performance?

Givan that the Gold Fund at present
reprasents less than one percent of
total assets (of approx. USS130ba),
our decision 1o add to or subtract fram
the fund iz bazed almost entirely on
gold. In 2013, a difficult year for gold
and the Gold Fund, we reduced aur
haldings in the fund ultimately down
to the mmmum and we started adding
significantly early this year as ouwr
modal began gning a positive signal
for gold. In terms of performance,
we measure the Gold Fund versus

a custom benchmark of 35% gold,
15% silver and 50% precious metals
equities {based off the Philadelphia
Stock Exchange Gold & Sikver Index,
which has the longest history]. Given
that we can gan alpha by playing

the metals vs. stocks and via stock
salaction, this has provided us with
less volatility (in companison with
traditional gold equities-only funds)
and yet more potential upside than
gold alone can provide. This flexibility
allowed us to be the only gold fund {to
my knowladgel that rose in absolute
and relative terms in 2074, ancther
tough year in which both metals

and equities were down. (We weare
significantly overweight equitios vs.
matals on 1 January and reversad
positioning early in the summer. )
Fortunately, 2016 has started on a
strong note given the recovery in
pracious metals.
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Heww do you address the challenge of
unconventional monetary policies,
stieh as negative interest rates,

and their effect on gold portfalio
management?

Unconventional monetary policies
have had a tremendous effect - bath
goad and bad = on our gold portfolio.
Bafora 2013, they banefited the fund,
as inflation was expacted 1o risa.

Bt in that yvear gold fall hard on the
expactaton the Fed was moving away
fram OE and that rate hikes were
caming, that Europaan central banks
wauld be gold sellers {led by bankrupt
Cyprus}, and a strong stock market
—in short, because we were gaing
back to normal followang a difficult
recovery fram the Global Financial
Cnsis, This year — and, by the way,
central banks never sold, but rather
bought more gold on a net basis -
quantitatie easing has retumned as

a market consideration, which has
impacted gold. Perhaps the biggest
surprise in this regard was that the
announcement by Japan's central bank
of negative interest rates resultedin a
stronger currency — the exact opposite
of what the policy was intended to
achieve, The notion of “quantitatrve
failure” = that unconventional
monetary policies were becoming
counterproductive and that central
banks might lack tools to manage the
future MacToeconomic anvirsnment =
has benefited gold significantly, maostly
via ETF holdings and precious matals
equities. | would say uncomventional
manatary policy is one of the factors
atfecting our decision-making (mosthy
at the allocation level], but that itis
one of several we consder.
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Euvents like the British referendum
on EU membership have triggered
conversations about how o mandage
risk for outcomes whose effects are
not fully understood. As these sorts
of tail events seem to be increasing
in frequency, what adjustments, if
any have you made to fnvestment
strategies?

Although fund managers ke Gaonge
Soros have made fortunes in macns
investing, it is impossible to know if
thiz year's (oF week's) ensiz will truly
affect financial markets for better or
worsa. The Asian Crisis of the late
19905, which was devastating for a
number of countnes in the regian, did
little to help the price of gald (which

at the time was responding pnmariby
to massive central bank dumping -
something our model would have
detected), We are always monitoring
the global political and macroeconomic
environment, but focus much maore
on the fundamentals {such as the key
factors mentioned above) that have
histoncally affected gold pricas to
determina the Trust’s proper allocation
to the metal,

{4

Considerin
the metal I
effectively only

Gold thrived during the infiationary
19705 and then languished in a
pratracted bear market. In recent
years, we have confronted the risk
of deflation and gald has declined
significantly from its 2011 peak.
Why does it make séfise as an
inpestment now?

Gold genarally compeatas with othar
asset classes, like stocks, bonds and
real estate, on a weak foating since it
does not offer a dvidend or coupon
with which to vabue it in a formal
sense. Over the very long term {since
the 1830s], gold has retumed 1.1%
per annum in real tarms in US dollars
{sea Barro and Sanjay, “Gold Returns,”
February 2013, NEER Working Paper
Ma. 16026). But for an investar taday,
knowing this is perhaps less helpful
than knowing that gold rose 2,300%
in the 1970s and that it had a 20-year
bear market in the 1980s and 1990s:

it has higher volatility than long-term
returns would imply, making holding a
large position relative to other assets

a complex decision, Cansidering that
the metal has effectively only been
trading as a risk asset for 45 years |
believe gold is, very ironically, one of
the newest major asset classes, one
that funds with a very long term time
horizon will be taking mare senously n
the years ahead. With the exception of
brief periods | mentioned before, when
it traded free of a dollar link, gold has
anly had two bull markets (three, f you
include 2016} and two bear markets in
US financial history. Since gold has low
to negative cormalations with tradtional
asset classes, most notably stocks,
investors should consider the outlook
for larger markets to armve at their
outlook for gold. I



Too much risk, too little gold
Pension funds and NIRP

Pension funds face unprecedented headwinds, as interest
rates remain at stubbornly low or negative levels. In such
a climate, gold can mitigate risk and boost investment
returns. Juan Carlos Artigas, Director of Investment
Research at the World Gold Council, explains how.

Juan Carlos Artigas
Director, Investment
Reasarch

Warld Gold Council

66

This is not

a doomsday
scenario. It

is a reality
that pension
managers are
confronting
right now.

J)
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A challenging
environment

Pension systems in developed markets face
a challenging environment. They ane undear
pressure to close funding gaps - either
curmant o expected — as retums dwindla,
populations age and market contractions
become more fregquent. Yat, amid a kew rate
SnvIronment = Negative in many cases - the
st commen solutans searm daunting:

+ Cutting benefits and/or increasing the
retiremant age ara not popular with
the electorate

+ Adding more stocks, lower quality debt or
athar higher yialding (and ganerally niskiar}
assets makes funds more vulnerable to
market swings.

This 15 not a doomsday scenana. Itis

a reality that pansion managers are
confronting right now. In the US, for
example, the Financial Times reported a
study estimating a USS52.4 trllion penswon
fund deficit. In the UK, the deficit for

fnal salary pensions was £375 balhon
(USS562 bilion] in 2015, a figure that

has been increasing in recent years, In
Germany, the financial services regulator
has raised concems regarding unintended
consequences of unconventional monatary
palicy for pension funds, At the same time,
Japanese pension funds are ramping up
ivvestments in the stock market

Bond returns are limited

Then there s the issue of low {(or in many
casas negativel interest rates. In all, one
third of developed market sovereign bonds
ara trading with negative yields, and two
thircs trache with yields lower than 1%, In
Garmnany and Franca, all sovaraign dabt
yields with maturities of five years or less
ara nagative. For Switzarland and Japan,
only 30-year bonds have positive yields and
the yields are naghgibla.

Chart 1: A large portion of soversign debt now
corries negative interest rates®
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Ir the US, the situation is not much batter.
The economy 15 showing strength and the
Federal Reserve may even raise rates at
least once this year {possibly this summer)
but rates are still, on average, at multi-
decade lows. Nominal vields are positive
bust, excluding the lang-term 30-year bond,
they are all balow 2% . And real yelds are
negative on bonds of up to three years

i maturty.

Against this backdrop, analysis from the
World Gold Council shows that bonds are
likely 1o have limited upsida: lw yields
rmazan that bond prces cannot ncrease as
much as they did six or saven years ago, as
they are already closa 1o their face value. In
addition, current vields and the stespness
of the curve have histoncally bean good
prachctors of future returns. For axampla,
the current Barclays Capital US Bond
Aggragata (US Agg) has a vield-to-maturity
{YTh) of 216%, and regression analysis



Too much risk, too litthe gold Pensicn funds and NIRP

shows that investors may expect a 2.9%
return (£0.5%] over the next 7-10 years,
just a fraction of the § 4% the LS Agg has
returned, on average, over the last 25 years

This means that investors would be lasing
money in real terms on any of their short-
and meadium-term bond holdings and would
be making very little on longer dated bonds,
while incurring additional duration risk, As

a consequence, investors may have to re-
consider thair asset mix, especially when

it comes to nsk management, This may
have important conseguances in terms of
thi time it takes imwestors to achieve their
financial objectives.

Stocks are expensive

In spite of market uncertainty, stock prices
continua to nse and stock valuations remain
axpansive. Yala Professor Robert Shillar's
prica-to-aquity ratio data going back to 1900
shows that the situation is unprecedanted,
with 10-year rominal bond yiekds this low
and equity valuatiens this high. In fact, the
previous high was in 1929, That does not
rmean that the world is on the cusp of an
aconomic depression, but nsk in portfolios
has increased considerably with few assets
to balance it out.

Globalisation has a cost

Histary shows that the magnitude and
frequency of significantly negative events
[defined as a 5% pullback in stock markets
in any given month) have only increased
ovar tima. Thiz is dua in part to tha
growth of financial markets wardwadea
and thair interconnactedness. Thus, it is
nat unrealistc to think events like these
will continue to occur and that gold wall
react accordingly. While isolated events
may remain locahsed, a confluence of
rmany events at the same time and the
globalisation of financial markets could
result in a broader shock to the global
econony.
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Too much risk, too litthe gold Pensicn funds and NIRP
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Low yields,
however, not
only promote
risk taking,
but also limit

the ability
of bonds
to cushion
pullbacks
in stocks.

)
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Chart §: Lowering sxpactod bond rotums significantly increasos the optimal waight
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Low rates favour gold

For investors, the presence of low or even

negative rates;

+ reduces the opportunity cost of holding
gold

+ limits tha assat pool some iInvastons
would use

+ arodes confidence in fiat currencies

« increases uncertainty and market volatility
as central banks run out of effective
monetary palicy options.

Waorld Gold Council analysis shows that:

« in a low interest rata environment gold
returns tend to be twice as high as the
long-term average

+ as long as short-term interast rates ane
below 4% (in real termis], average gold
returns remam posite.

At present, even if the Fed continues to
normalise policy and kfts tha Fed funds rate
a few times this year, interest rates would
ba far from that threshold.

A higher percentage

in gold

Since the start of the financial cnsis, there
has been a prodonged period of kow yialkds,
In such an anvirenment, pension funds

should consider adding gald (or ncreasing
their allacation if they already hold ith.

Bonds generally help balance the risks
inherent in partfalios, Low yields, however,
not only promote nsk taking, but also limit
the ability of bonds to cushion pullbacks in
stocks and other risk assets in investment
portfolios.

Owr research shows that gold can help
investors balance portfolio nisks in this
largely unprecedented anvironment,
For portfolios that have a mix of stocks
and bonds we found that strategic
gold allocations in the current low yield
environment shoukd be:

+ 1 10 1.5 tmes higher than they wauld
be if average bond yields were closer to
their 25-year average, depanding on the
portfolio mix

+ 1.5t 2.2 timas higher than they would ba
if bend yields were to fall 1% from current
levals lor if currant yields persist, but
gold returns ane close to their histoncal
average.

For example, under conservative
assumptions for gold réturns, our analysis
shows that an investor with a 60/40
portfolio may hold up 1o 8.7% in gold {up
from 5.5% under historical assumptions for
bond retum expectations), and up to 10% if
yields were to fall 1% further {or if current
yiglds ware unchanged, but expected gold
returns were 4% per year).

While these examples use US-dollar
portfolios, simillar results apply to euro and
pound-stering investors. l



Misguided policies
and economic risk

Mervyn King
Governar of the
Bank of England
from 2003 to 2013

Mervyn King was Governor
of the Bank of England
from 2003 to 2013, a period
which included the most
dramatic economic and
financial downturn since
the 1930s. Building on his
experiences from that time,
Lord King talks frankly
about Europe, global
growth and how best to
respond to the current
uncertain climate.

Ever since the financial crisis erupted in
2008, governments, policymakers and
regulators have been determined to prevent
a recurrence of those dark times, Myrad
nules and regulations have been designed
1o strengthen bank balance sheets and
limit thedr recourse to the taxpayer. At the
same time, there have been concerted
efforts to boost economic growth, throwgh
quantitative easing and excepticnally kow
intarest rates

Mervyn King bebeves many of these
strategies are, quite simply, wrong

"Monetary policy has reached its limits)”

he says. “If you repeatedly brng down
intarast ratas to try and persuade peopla 1o
spand today rather than tomorrow, it works
for a while, But they become increasingly
resistant 1o baing asked to spend ther
resources now rather than save for the
future, And the longer domestic spending is
in excass of potential output, the more you
have 1o borrow from the rest of the world to
finance it. Evantually paople wake up 1o the
fact that this is unsustainable and then you
get a sharp adjustment downweards.”

King suggests that ultra-low - or nagative

— interest rates do not just have a limited
shelf-ife; they actually exacerbate some

of the structural problems that have beset
global economies from many years, namely
the disequiibnum between saving and
spanding.

“Unless you take steps to deal with that
undarhying disequilibrium, all monatary
policy doas is to essentually buy a bit more
timea in the hope that policymakers wall

do the right thing. But we've bought aight
years now and they still haven't done what's
right,” King explains.



Misguided policies and economic risk

King accepts that monetary policy

toods, such as cutting interest rates and
quantitatiie easing, were appropriate in the
immadiate afterrmath of the financial crisis.
His main concem is that they have outlved
thiir usefulness.

“If we had too much spending and too
much borrowing before the crisis and we
have even more spending and borrowing
nowy, then we're moving further and further
away from the point that we've got to get
back to. S0 monatary policy 15 not only
migating diminishing retumns, but it's making
the ultimate adjustment even bigger.

It"s taking us in the wrong direction,”

he suggests.

King believes that there are four paths that
world economies need to follow to emerge
from the cycle of persistently sluggish
growth and an increasingly disillusioned
electorate,

No easy solution

“There is no easy way out. But | balisve
that first, we need explicithy to recognise
that monatary policy is no longer tha right
approach. That's not to say central banks
should put up interest rates now. | think that
would just lead to another downtum. But
govarnmants really have to do somathing
to boost people's beliefs i their future
income, 50 they nead to put in place a
sustainable programme of improving
productivity over the next 10 to 20 vears.,

It does not have to work quickly, but if
paople balisve their futura incomes will be
hagher, they will be prepared 1o spend more
today and that would give somathing of &
recovery, he says.

“Second, we need to tackle imbalances
within and between economies so we need
to move to much more flexible exchange
rates. Part of the problem here has been
the belief that fixing exchange rates was
thi rightt way to go and it's just created
massivi imbalances both within Europe
and between Asia and the Wast. That's a
bég challenge in Europe, but it needs to be
addressed.
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“Third, there neaeds to be a sustaned effort
by the industnalised world to promote freer
trade in services and not get bogged down
in the Dioha round, where the big emerging
markiets can hold us back.

“And fourth, we need a degree of
international cooperation that has baen
absent since the spring of 2008, The IMF
has not been active encugh in promaoting
the need for this. But governments will
have to recognise that it is very hard for any
country to rebalance its economy unless
others are doing so at the same tima, Many
countries have been trying to stimulate
domastic growth by pushing their exchange
rates down, but this is clearly counter-
productive as it won't work in aggregate,”
he points out,

5o far, however, there are few signs of this
spint of cooperation

“The risk is that we just muddle through
with a prolonged penod of vary low growth.
The longer that goes on, the more cutput
wiee will have bost i the intanm. And in

the long run, it makes ancther crisis more
likely because, if everyone is relying on
manetary palicy and it isn't the answer, we
won't gat back 10 a new aquilibrium. We do
need to make that jump at some point 5o
the question is do we get there as a result
of active, conscious policy decisions and
cooperation between countries or will it
only happen as the side-effect of ancther
crisis, where we dither too long and wait

to write off a lot of past capital investrment
before we start investing again?” asks King,

Tough times in Europe

King's fears about economic prospects
are arguably even gloomier when it comes
to Europe

“There are four possible paths, but none
of them is particularly palatable bacause
the starting point is one that nobody would
have recommanded,” he says,

"l dan't think further austenty without any
other compensating set of actions to boost
demand will help in Southern Europa. Thera
15 not much praspect, let alone support for,
inflation in Germany. There 15 some attampt
to make transfers of capital within Europe
and several central bank governors have
suggested a Euro area finance minister, but
thara is no damocratic support for that,



Misguided policies and economic risk

“find the last option is to have a different
configuration of membership of the euro
area, in which the easiest outcome would
be for Germany to leave. That could be
temporary. They may not want to abandon
the ultimate goal of monatary union, but |
think the problem is that it is very hard to be
axplicit about that unlass you ane prepared
to accept political union and no country has
be=en prepared to do that vet,” King states,

In a world charactanised by what King
describes as ‘radical uncertainty’, he
babaves long-term asset managars shoukd
adopt a pragmatic approach to investment

“If we don't quite know what the future
holds, thera is little poant in getting

carried away by very fancy mathematical
calculations of optimal portfolios, Don't rely
on past data to be a good guide. Try to think
through what mix of assets gives you the
best chance of surviving some big event,
That must mean ncluding assets that are
negatively correlated or uncorrelated in your
portfolia” he says,

“And | am very struck by the fact that

ovEr many many years, central banks,
govemnments and individuals have abwvays,
despite the protestations of aconomists,
held somea gold in their portfolio. Obviowsly,
there 15 no high running return, but when
unexpectad things happen, particularly
when governmeants rise and fall, then gold
is & means of payment that everyone is
always prepared to accept, And | think that's
why even central banks have always had a
role in their portfolios for gold,” he adds,

Emerging gold

In recent years, many central banks in Asia
and South America have been increasing
the amount of gold in therr portfolios. King
bebeves this is a sensible approach

“| can understand why thay feal that some
proportion of their portfolio needs to be in
gold,” he says,

“Over the last decade or 5o, the claims

by some emerging market countries on
the US have grewn. Wha knows what the
future holds, but China and other countries
do ot want to be in a situation where

all their intemational assets are in effect
dapendent on the US. Of course the US
wiould not want to renege an its debts,

but if some awlul conflagration occurrad,
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Poopk's Bank of Chena

than all China’s assats in the US might

be annulled. S0 there are planty of big
concarms that make it extramaly reazcnable
to have assets in your portfolio that are

nat dependent on tha goodwill of othar
countnes,” ha adds.

A national treasure

King also sees a role for gold as a hedge
against inflation.

“It's still early days to conclude that around
the world, governments have found the
solution to maintaining price stability with
a managed paper currency. We mada real
progress in the 19905 and early 20005 and
a lot of countries went down that raad and
fallowed us. But hyperinflation has cearky
nat disappeared - the second biggest
hyperinflation in history was in Zimbalbywe
in this century — so | can undarstand why
halding gold would seem to be a sensible
part of a national portfalio, Because there
is clearly a nead to take some precautions
against an unknowable future,” he says.

Within this “unknowable future,” King is
dismissive of the palicies being pursued by
central banks and regulators the world over.

Too much complexity

“When it comes to assessing nsk, and
regulating banks to ensure they can survive
a crisis, there seems little point in pursuing
unbelievably complex and bursaucratic
regulation using complex sk weighting and
modals because crises involve events that
you haven't thought of, so inevitably these
formulag will turn out to be irmalevant

[ am very struck by
the fact that over
Many many years,
tral banks,
ernments and

individuals hawe
always, despite the
protestations of
economists, held
some gold in their
portfolio.

)
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| find it absolutely extracrdinary that wa've
ancled up with tens of thousands of pages
of rulabooks, straddling the Atlantic. No one
can keap all that in their heads. The answer
i% 1o rmake sune that banks have a good
chunk of equity finance because equity
autornatically absorbs lasses. Don't raly

too heawly on bail-ins and bail-innable debt
becaiuse they reguire a dizcrast decizion

by a regulator. Polticians may intervens,
ragulators may miscalculate and markets
mary not balieva that the bail-in approach will
wiark 20 you will gat the same moral hazard
a3 existed bafore the crisis,” he says.

King advocates a mone straightforwand
approach to central bank policymaking too.

“We really need to keap the policy
framawork as simple as possibla. it doas
nat make sense 1o rely on one of aven a
small sat of aconomatnic modals bacause
thavy tend 1o build in strong assumptions
and these assumptions are incompatible
with the radical uncertainty that exists in
our world today.

*Economic forecasting i1s no better

than it was 30 or 40 years ago. VWhy?
Because expectations and sentiment are
fundarmental to explaining what people wall
do and sentiment does not follow a physical
law of nature. It is not easily predictable
and it cannot be represented by a known
probability distribution. It is the essence of
racical uncertainty,” he says.

Easy money

Against this backdrop, King believes that
central banks” principal tazk is 1o determine
how much money should be created

aach year,

“In good times, we call this monetary policy
ared in bad timas, wa call it the provision

of liquidity or acting as the lendar of last
resort. But they are two sides of the same
coin,” he says.

King also balieves that central banks should
&ct as ‘pawnbrokers for all seasons’ whan
it comes to helping to keap the banking
systam safe.

“What this means is that the type of
lending and the type of deposits in any
given bank have to be structurad in such

a way that the central bank is preparedto
givie a cash credit line to that bank so it can
maet its short-run habilities in the event of a
run. Once tha cantral bark is satisfiad with
those assets and liabilities, it can announce
that fact s0 everyona knows that the bank is
effectively insured against a run on its short-
term deposits,” he axplains.

“This would help to keep banking in its
prasent form - using short-term deposits
to finance long-termn lending. It is relativaly
simpla. And we are closer to this modal
than many might think,” he adds.

Fearful that governments, policymakers,
central bankers and regulators are in danger
of making a difficult situation worse, King
talks of ‘the audacity of pessimism’ - where
those in authonty become so gloomy about
the world's prospects that they are prepared
to undertake radical action to improve the
situation, He doas not expact his views to
be accepted in an nstant, He does however
hope that: "They will gradually infuse the
way people think about things.”

Meanwhile, his frustration about the present
and concems about the future are both
tangible and unsetting, Il

Mervyn King's The End of Alchermy:
Maoney, Banking and the Fuluwe of the
Glatwl Economy wias published by Litthe,
Brown earlier this year.



Shanghai benchmark

A new price discovery mechanism for China

The Shanghai Gold Exchange has officially launched
the Shanghai Gold Benchmark Price, a new gold price
discovery mechanism. Here Shanghai Gold Exchange
chairman, Jiao Jinpu, reflects on the significance of
the new benchmark and its impact both domestically
and internationally.

Jiao Jinpu

chfffmﬂ“ﬂlsm‘ nghai The Shanghai Gold Exchange (SGE formally  to bring market supply and demand to a

Gold Exchange launchad its Shanghai Gold Banchmark relative balance through multiple rounds of
Price on 19 Apnl, 2016 and the new pricing  buy/sell intentions at vanous price points.
machanizm has already attracted strong Tracded twice a day at 10:15 a.m. and
intarest from commodity exchanges, 2:15 p.m. Beipng time, the Shanghai Geld
market participants, and meadia both at Benchmark Price provides global tradars
home and abroad. The Shanghai Gold with a refarence price that bast captures the
Benchmark Price will play a significant role dynamic gold supply and demand situation
in facilitating the price discovery functions in China, while also enhancing the domeastic

of the Chinese gold market; accelerating the  gold pricing system

mz;z:;;mx%lﬁzﬁfﬁ:ﬂw: aﬂ::;tét Im its first month, the Shangha Gold

R Benchmark Price's trading volume was
105.91 metric tons of gold kilo bars,

The Shanghai Gold Eenchmark Price is an cormaspending to a tumeover of RME 27.94

RAMB-denominated spot benchmark price billion and an average daily trading volume

derived from the trading of 1 kg standard of 4.81 metnic tons. 10210 metnic tons of
gold ingots of finenass 9999 or highar on gold were physically settled, addressing the
the trading platform at SGE. The price is markat's need for physical gold.

quoted in RME per gram, and is determinad
through an auction system, which attempts




Shanghal benchmark A new price discovery mechanian for China

The Shanghai Gold Benchmark Price
enjoyed a smooth first month and the price
discovery mechanism is already in play.
Pricing participants are playing an activae role
in trading; the Shanghai Gold Benchmark
Price generated from the procass is justified
and fair, and its "benchmark’ functions are
bacoming maone visibla and influential,

It is this final point that is most interesting:
what impact can this benchmark have on
domestic and internaticnal markets?

The launch of the RMB-denominated
Shanghai Gold Benchmark Price Trading
has strengthened the price discovery
machanism of the Chinesa gold market, It
supports China's gold industry by providing
gold dervatives with a benchmark price,
which promaotes innovation in the gold
derivatives market and offers more nisk
management instruments to that market

First, it serves as a banchmark price for
the gold industry in terms of hedging and
settlement, as, in addition to the US5-
priced Mew York gold and London gold, the
Shanghai Gold Benchmark Price provides

a third choice — pricing in RME in the Asian
time zone - whean entering into trading
contracts such as those for gold and gold
rany matenals.

Sacond, the Shanghai Gold Benchmark
Price serves as a benchmark prnce n
financing arrangements such as gold
leasing, pledging and such like. Some
commercial banks have already mada

the Shanghai Gaold Benchrmark Price their
contractual basis for calculating principal and
interest whan they enter into leazing deals
with customers.
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Third, it serves as the cash settlement
price for gold derivatives in the interbank
price quaotation market, By 12 May,
commercial banks had concluded 72 cash-
sattled price-asking transactions based

on the Shanghai Gold Benchrmark Price at
SGE's Price Aslang Platfarm, with a total of
74.8 matric tons of gold kilo bars,

Fourth, it serves as the anchor price

for financial institutions’ products and
sarvices, For instance, commercial banks
have started citing the Shangha Gold
Benchmark Price as the basis for thair

gold accumulation plans and other gold-
basad waalth managament products, whila
sacunity and fund companies have started
to design their own products anchaorad on
the benchmark price,

And finally, the Shanghai Gold Benchmark
Prce has tnggered strong interest from
oversaas institutions, who are sesking
cooperation with the Shanghai Geold
Exchange on vanious applications of the
Benchmark Pricea.

The introduction of the Shanghai Gold
Benchmark Prica in RMB is a strategic
move by the Shangha Gald Exchanga in
its efforts 1o algn wath developing trends
in bath domestic and intemational gold
markets. The London Gold market and the
Mew York Gold market built up prominent
positions in the ghobal gold market through
their hard work over a hundred years.
Although enjoying an auspicious start, the
Shanghai Gold market is still at an early
stage and has a long way to go.



Why gold can glow in
a negative rate world

Gold prices have risen strongly so far this year.
James Steel, Chief Commodities Analyst at HSBC,
assesses the reasons behind the rally to date and
explains why the current environment may presage
further gains.

Analyst at HSBC

‘ ‘ The last

time the yield
curve flattened
this much - in

Gold prices are up
naarly 20% since the
beginning of the year,
Cne reason for the surge

is the increasing number
of cantral banks joimng the
‘negative rates chub At the
end of January, the Bank of
Japan cut the mterest rate
on bank reserves to -0.1%,
echoing similar actions in
the Eurozone, Switzerland,
Sweden, and Denmark,
Indeed, almost 27% of

the world's GOP is from
economies which now have
negative rates.

early 2008 — gold
was in the early
phases of a major

bull rally. ’ ’
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Negative rates,
positive gold

Hera are six factors that
aexplain why & negative
rate environment is good

for gold:

1

Distress

Gald thinves against a
backdrop of economic
uncertanty and distress,
Megative interest rates have
been introduced because
of continued low economic
growth, low inflation and
financial market volatility,
As aresult, the shift in
manetary polcy in this
direction by some of the
wiarld's largest central
banks has encouraged
flowes into bullicn, It s
possible that negative rates
could be cut even further,
although neither the ECB
nor the BoJ opted for even
lower rates at their last
palicy meetings. Haruhiko
Kuroda, the govemnor of the
Barnk of Japan, did say in
February that there is no
limit to rmeasuras to ease
monetary policy. Such
rhatoric continues 1o fead
the clemand for gold.

2

Negative rates,
a flattening yield
curve and gold

Thia imnpact of negative
rates on gold should be
undarstood in conjuRcticn
with risk-off sentiment, Risk
aversion is still very much in
the market psyche, When
risk-off sentimant is high,
capital tends to flow into
longar-term US Treasurias.
The flattening yield curve’ is
one of the more compalling
developments supporting
our longas-tarm viaw for
higher gold prices. The
differance batween the
twe- and 10-year Treasury
vields is a ittle more than
100 basis points. This is a
histancally narrew gap. A
flattening yield curve often
pPrasages an aconomic
showdown, which may
trigger policy responses
that could support gold.
Tha last tima the yiald
curve flattenad this much =
in @arhy 2008 - gold was in
the early phases of a major
bull rally.



Why gold can glew in & negative rate world

3

No opportunity
cost but
increased
opportunity

Traditionally, high rates
reduce the appeal of gold
by raising its opportunity
cost. Investors have to
juggle the nsk of cwning
bullicn against the return

of government bonds
Bormowing to buy bullion

at high rates is also a
disincentive to own gold
Megative yvields remove this
barmer by eliminating the
opportumty cost traditionally
associated with buying
ballicn.

4

Better than cash

One of the intentions
behind negative rates is

to penalise savers and
reduce savings levels. By
effectively taxing savings,
firms and individuals. are
encouragad to spend and
invest, theraby stimulating
the economy and raising
inflationary pressuras

The alternative is a shift to
halding cash. This may be
impractical, espacially for
carporations or high net
warth individuals, Another
option is to buy bullion
Gold is easier and cheaper
to store, and more durable
and easier to transport than
large amounts of cash

It 15 likaly that retal bank
customers could be even
mare resistant to changes
on their accounts than large
corperations because small
amounts of cash could ba
stashed at home, but even
this has its limitations. &s
retal clients copea with

this “upside down™ world,
previoushy unbikely solutions
- such as keaping wealth in

gold - become less unusual.

5

‘Risk-off’ gains
are not being
diluted by the
US$

Gold currantly seems well
suited to benafit from
pencds of increased nsk-off
santiment. Markets have
been through periods of
heightened nsk aversion
without a rally in gold prices
However, more recent bouts
of risk-off sentiment have
buoyed gold. The reason
may lie in the curency

and bond markets. In line
with equity weakness, US
10-year Treasury yields
have slumped. In previous
pencds of heightenad nsk-
off sentiment, the capital
flowing into US Treasuries
also buoyed the USS.

Thiz waighed on gald and
explains why gold fell,

aven as rnsk aversion rose
This time around, gold is
compeating with the LSS

as the safe-haven choice
This may have important
ramifications for gold going
forward.

‘ ‘ Gold is not subject to any government’s
monetary policy and, therefore, represents

a low-risk option as far as intervention

is concerned. , ,

The
‘intervention
free’ currency

Magative interast rates can
be used as a ool 1o weaken
domestic cumancias
According to traditional
macroaconomic theory,
negative rates would
pressure the host currency
as investors shift capital to
yeald-baanng currencies
For the Swiss franc and
Japanasa yan, this has not
bean the case for much of
tha year. These currancies
hawve tended to strengthen.
If nagative rates are not
achieving the obpective of
currancy depraciation, then
the monatary authonties
have the aption of sutnght
intarvention to deprass
thair currancies. This sk
makas gold more attractive.
Gold 15 not subjact to any
govermnment's monetary
policy and, therafora,
reprasents a low-nzk option
as far as intervention iz
concermed, This mcreases
it attractvenass relative
to ather safe-haven-related
investments, such as

the Swiss franc and the
Japanase ven. B



Enhancing performance
with gold

Gold has been prized as an asset for centuries.
The World Gold Council explains why, today
more than ever, gold is a valuable addition to any

investment portfolio.

Gold is a highly liquid yet scarce asset;
it is bought as a luxury good as much
as an investment, and it is no one's
liahility. As such, gold can play four
fundamental roles in a portfolio. It can act
a3 a diversifiar and as a vahicls to mitigate
lesses in times of market stress. It can also
act as a hadge against both inflation and
currency nsk. The combination of all these
factors means that investors can use gold o
enhance their nsk-adjusted retums over the
leng tarmm.

The diversity effect

First, gold displays a low - or in most
casas, statistically insigmficant = comelation
to othar major asset classes. Pricas reflect
the diversa dnvers of gold demand and
supply, which are often very different from
those of other asset classes, including
commaodities, As such, it is very effective
at diversifying a portfolio and thereby
reducing its inherent nsk and volatility

This characteristic of gold transcends the
economic cycle, apphying in penods of
SConomic expansion and contraction.

QOutperforming in a crisis

Second, there is gold's performance during
pericds of cnsis, perhaps ene of its bast
knowwn charactenstics. As a high-guality,
liguid asset, gold often benefits from safe-
haven inflows. Gold is espacially effective
during times of systemic crisis, whan
imvastors tand to withdraw from eguities.
As they pull back, gold's comelation to
stocks becomes progressively more
negative and its pnce tends to increass
Gold has performed better than other high-
quality liquid assets during these pericds of
chisis and that has made it a good liguidity
provider of last rescrt.
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Chort 1: Gold's comelation to othor assets during expansions and contractions
since 1987*
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Chart 2: Gold's comrelation to US stocks as a function of stock pullbacks®
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Chart 3: Gold outperforms other assets in pedods of aisis (in USS)*
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Enhamcing perfermance with geld

A strong currency

Thard, over the past century, gold has vastly
outperformed all major cumeancies as a
means of exchange. This includes instances
whan major economies defaulted, sending
their currencies spiralling down, and after
the and of the Gold Standard, when gold
bacame a free-floating currency. One of the
reasons for this is that the available supply
of gold changes little over time = growing
only 2% per year through mine production.
In contrast, fiat meney can be printed in
unhimited quantities 1o support monatary
paolicies. The aggressive, unconventional
monatary policies used by major central
banks since the 2008-20098 financial

cnsis are a good example. Central banks
expanded their balance sheets to record
levels, iIncreasing governmeant habilities and,
consaequantly, the inherent credit risk. The
Fad's balance sheat has increased five-fold
sinca 2008, while the ECB, BOJ and BOE
have increased ther balance sheats by
110%, 260% and 340%, respecively. In
cantrast, gold above-ground stocks graw by
18% owver the same penod.

Hedging extreme inflation

And fourth, many investors across the
globa turn to gold to halp weather the
capital erosion they face due to inflation,
Whils inflation and gold do not always
move together in the short tarm, gold

has consistently outperformed US and
glebal inflation over long penods of time,
Further, gold's inflation-hedaing properties
become more apparent when the inflation
envirgnment iz more extrame. Some
studies even suggest that gold helps

in periods of deflation - it serves as an
alternative currency = which, intuitively,
wauld be more apparant if daflation is
accompanied by negative rates.
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Chunrt 4: Valuo of manjor currencies relative to gold through history®
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Enhamcing perfermance with geld

Chart 6: Gold can significantly improve dsk-adpusted retums for portfolios acaross vadous levels of Ask
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How much is enough?

The combination of all these factors means
that adding gold 1o a portfolio can enhance
risk-adjusted returns.

But how much gold should investors add

to achigve the maximum benefit? Portfolio
allocation analysis (based on the seminal
wiork of Richard and Robert Michaud and
prased as a robust alternative to traditicnal
fidan-vananod optimisation) indicates that, for
mest US dollar investors, holding 2% 10 10%
of their portfolio in gold can greatly imprave
performance This applies, even if we assume
gold's average annual return is a maodast 2%
to %, which is well below its actual, long-
term histoncal parformance.

Broadly speaking, the higher the risk in the
portfolio = whathar in terms of volatility,
illquidity or concantration of assets - the larger
the required allocation to gold to offsat that nsk.

This holds true even for investors who already
hald other inflation-hedging assets, such as
inflation-linked bonds. It also holds true for
investors wheo hold ather altematve assets,
such as real @state and hedge funds, and

for international investors whose portfolios

have differant reference curmencies, For

foreagn reserves assel managers, given their
concantration of sovensign debt, the analysis
suggests a higher 5%-15% allocation to gold. Il
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Table 1: Gold’s returns have not only been positive over vanous
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Key gold market statistics

Gaold returns highly competitive compared to major finencial nssets
Partoomance metncs for major global fmancial assats in LISS®
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Executive Programme in
Gold Reserves Management

Monday 19 September - {3"
Friday 23 September 2016
Cambridge, UK

Distinguished faculty from the
University of Cambridge Judge
Business School and experts from
the World Gold Council will lead
senior central bankers and finance
ministry officials through three
days of intensive training in the

fundamental, technical and portfolio : e T L e o
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The programme also acts as a : 'u’ _r_'f.' .[
global forum for central bankers
and ministry officials throughout
the world to exchange views and
share best practices in gold reserve
management.

For more details and to apply,
visit www.jbs.cam.ac.uk/gold




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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