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The role gold can play in institutional portfolios

corge Milling-Stanley, head of gold

irvestment strategy at State Street

Global Advisors and one of the

proponents of 5PFDR Gold Shares
(GLD*), the largest physicallysbacked gold
exchange-traded fund, reflects on the drivers
of that preciows metal's market and reveals why
he finds gold “endlessly fascinating.” even after
being in the business since 1972,

P& Herw dha macronconanmis facters uch as supply
argd demand, macket volatility, imtenet rates and
political uncertainty drive the price of galdT

Georgs Milling:Stanley: The gold price is a complex
machanism, and many ddferent things can have an
infiupnon on it. Thi most important influence is the
bBaleed Bitwidr supply and domard, Then the
farsign exchange markets, sipecially the dolle
as well a3 compaeting ivvestrments, spacifically the
US. equity market, can also be important, as can
investons’ pevoeptions of risk, both macrosconomic
and gecpoleical.

PRI What are some of the current influsncis on
rupply and demand?

Milling-5Stanley: Chins and India show very good

Jorwalry consumpiion because thar sconomiss e
coing wall, Ching may not be growing at 11.5%
ampmcny, but it's still China, it & growing & ot faster
thish wab a0 in thig Sountry, oF in Japsn o Eurcpe

India has @tarted B pick up Bgain, 190, & e
approach the end of the monsoon seascn ard Get
claser ta the festival sesson, followed by the wedding
season. People are starting to buy in anticipation.

On the supply side, thene ane significant prossures.
Then arwerage cost of besrg inthe gold rersreg business
in & sustanable marner is running semewhens in the
$1.200 1o 51,300 par ounce range, 30 ity not ar
ilow the price. We Balisve tha mire productan
hai probalaby plabibudd e Th Lkt B ydaes and it
Ity ta mores dommsand unless we et 8 ignihicant
increase in the gold price.

P&l How do the dollar and the geopolitical
amvsironmant influsnce the price of gold?

Miling-Stankay: Whenewer the dollar strengthens,
mane often than mot you will find gold prices goirg
down, and whonavar the dollar waeaed, you teed
1o find gald going up,

Hiworenr, the markets marked the dollar dawn o
a {owr-month low on the announcemsent that the
Fed rate hike in December would be anly 25 basis
points, and the dollar has basically been stable since
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then. 5o | think the doller has been removed a5 a
problem for gold in 2004, and that hes been very,
wory beneficial for the price

ivdd 1o that that there sre still no signs of inflation,
but i we start to see nsing nflation, that would be
pust anothesr resson for investors 1o fumn 1o gold.
Gold has a thoussnds-of-years-long track record #s
& protection against inflatian.

With regard to political woertainty, we stil have
the uncertainties around the cutcome of the Bresit
wote. We still have the maor problem of 1815, and
broader problems in the Middle East, and we have
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an incripsingly scrimonious poitical situaticn in this
ding the election and a gridl
3 90 cha wall d
MACroECaromic uncertainties.

P&l: How long should investors expect thess
trends to impact the price of gold?

Milling-Stanley: | am optimistic on the gold price.
Wa've had 8 good non already this year, with a
A% gain frgm the kow of 51,050 [per cunce] that
we reached in December. But | think there's sti
thi e v arsther S50 o even 3100

think that would be sustsmable giwen the
s L

i

Investors can be reasonably confident that the
L v o aloaut are likely 1o rarr "
place and ane likely to continue to impact the price
of gold fpr the foresesable fi — at lpast a yoar,
maybe two years, maybe longer than &

Ty

P&l Whisre it gald in tirma of the market cycla?

Mileng-Stanley: & Baar v A0 and
ran untl Decemiber of Lyst year, snd toak us from
1,850 dowen o 51,050 | think i ppread has now
anded snd wa ang in & few bull market

i

I think i L | st chont
kncw when that is likely to happen. But | think that
wip coild e up rolatvely modorately sach year
for

the foresseable future

P&I; Wiy is gold viewsd a1 b sofe haven during
times of uncertainty?

Milkng-Stanley: There i 8 bt of missnderitanding
about that phrase ‘safe haven Some people think
that & saf " go
diown in value, the safe haven is goin think
of a safp haven i Somet 1]

At

g to s0ar
vy Mo g an in

the port
thr raal i

o go down, gokd kelds its value. Th
partnc of B ade haver asset

Al irvestars think abkoin

Miling-Stanley: A sble haven e w should
not be a shortsterm imvestment. Gold should be

thought of as a long-1erm saly
beliove a small strategic allocation to it will improve
the risk-adustod re i y balanced

Gald ofters a
ation,

thalic

e 5, 18 o

agenst unespeecbed events, and it has & proven track
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Pl Should gold be comsidered cne component
it b brgader cammaditiod of altarmatiagi itf
Or should it be considered a strategy by itsel?

Milling-Stanbiy: The comrslation batween gald and
commodities is not strong mathematically. Thene
hawew bpon times when gold and the commediny
complea move ogiEther Tor quete & sudténed
pericd of time, bt it doesn't meet my rigonous best

1 @56 it happens over docades
stitution hes an allecation 1o
1s going 10 make sense for that
& hinag @ peparate alacatan 1o gold

As far as liquid alematives are concerned, thens
are ar aedful lot owt thar o et i liguiel

the gold market. | think gold r = an allecation
by itself | don't kmow whether | would consider it
E 1

pepy by bl | vesuld congadipr A & ERETGgIC

allocation in and of itseld

PRIz In today's environment, Mol aisel Cwners

are struggling to find imvestments soross portfolios

KEY COMTACT

SPDR ETFs: fund_inquiry@ssga.com

that can daliver decant raturng bg wall ag incoma
How can gold play a role when these ane the main

objectives?

Milling-Stanley: First of all, gold has proven it can
prowide yield, R = also possible to use opt
1 LN s gakd, Tor decample
by using cowered calls in the options m
ar for lege holders of GLD, using the securities

T s

@ I

But in a world of negatve real interest rabes, the
h T
w5 i kooping an awiu

3 i e

Iy, Tha whe
cnal portfolie
managers up a1 night, and sometimes me as well,

P&D: What's the boest way for an irmsestor to carve
ot an slocation to gold and st in it?

Millng-Stanley: Pve often said there is no bad way
1o gain expossne o mavements in the gold price,
L1 il 1ais F el e 1Pt
iher gold ETF is the casiest way to do &

of infvesting in gold. I'm not going to onod any of the
other ways. Thens are some peaple wha want the
i dig th
Bt for meost instiutional investors, ETFs ang th war
togo. 4

It is @ wary sirmphe, vary IFARSRBnENE, vary BBOUnE Wiy

af b abde 1o h

s

Read, print, email and tweet this Q&A to a colleague at
www.pionline.com/lnvestmentinsights_SSGA
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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.
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