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Gol d is  up by 9.2%  so far  t his  year.  Th is  sur pr ised m any m arket  par t ici pants  as  mos t  analys t s  pr edict ed l ower  pr i ces .  Som e i nves tor s  t ook advant age of  l ast  year ’ s pr ice cor r ecti on t o buy gold but  i nvest ment  dem and has  rem ained tepi d.  

We cons i der that  t he cur r ent  envi r onment  of  hi gh bond i ssuance,  t ight  cr edit  spr eads and r ecor d l ow volat il it y cont i nues  to of fer  a pri m e oppor tuni ty f or inves t ors  to add gol d.  
I n our  vi ew,  gol d can r educe overal l por tf oli o ri sk and it  i s cheaper to im pl em ent t han m any  vol ati li ty- based s tr at egies .  
The fi r st  hal f  of  2014 has  del iver ed good news  f or  gol d D ur ing the fi r st  s i x m onths  of 2014,  t he gol d pr ice rose by 9. 2% and out per for med alm os t all  ot her asset s  ( Char t 1) . Onl y a few  asset s  had a s tr onger  per f orm ance: sel ected comm odit ies  (such as  grai ns , nickel  and pal l adium );  I ndi an s tocks  (benef it t ing fr om  t he BJP sweep at  el ecti ons);  and US REI Ts  (as  real  es tat e t rended higher ) .  
Gol d was  up in H1 outper f orm i ng m ost  assets   

Char t  1:  G old has outp er f orm ed m ost asset s  so f ar  i n 2014 Ret urns  fr om  var ious  assets  betw een 1 Januar y and 30 June 2014*  
Eur o ef f ect i ve FX EUR )  
Chi nese equi ti es ( Hang S eng ; (C NY )  
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*Ret ur ns in US  dol lar s  except other w ise not ed.  
Sour ce: Bl oomber g, Worl d Gol d Co unci l   
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…and defyi ng anal ys ts ’  pr edi ct i ons .  
So far  so good:  pr ices  are up, volat il i ty is  down (C hart  2),  and gold  has  def i ed t he bear ish outl ook t hat m any gol d anal ys ts  t r umpet ed at  t he begi nni ng of  2 014. Ear ly indi cator s  sugges t  t hat consumer  dem and r em ai ns  r es il i ent ,  even af t er a r ecord  year  i n 2013.  C entr al  bank net purchases  have picked up, addin g appr oxim at el y 180 t onnes  t o of f ici al reser ves f rom  Januar y to May. 1 A t  t he same ti m e, jew el l er y demand had i ts  bes t fi r st  qu ar t er s ince 2005.  
Whi le inves t ment  dem and i n som e sector s  h as  in f act  b een tepi d – as  di scussed in our  Q 1 2014 Go ld Dem and Tr ends  – we see t hat int eres t  i n gol d is  g ai ni ng m oment um . Net  l ong pos i ti ons  i n t he fut ur es  mar ket  have gr adual ly incr eased as  shor t  pos it i ons  have b een cover ed,  ETFs  hav e exper ienced i nf low s  i n r ecent mo nths , and coi n sal es  ar e i ncreas i ng.  

Char t  2:  G old pr ices  r ose and vol at i li ty fel l  dur ing H 1 2014  
We bel ieve that  g old can hedge port f oli o r i sk as  l ower - quali ty bond issuance i ncreases  and buying pr otect ion appears  att ract ive at cur rent  vol ati l it y l evels .   
G old pri ce ( U S$/oz;  l hs ) and annu al i sed 3- mont h vol at il it y ( r hs )  

U S$/oz Vol ati li t y ( % )  
1, 800 32 1,600 26 1,400 20 1, 200 14  
Long- t erm  val  : 6%   

1, 000 8 06/12 09/ 12 12/ 12 03/13 06/13  09/ 13 12/ 13 03/14 06/14   
Pr ice (U S$/ oz) 3- mont h annual i sed volat i li ty  
Sour ce: Wor ld Gol d C ouncil   

Market  r i sk and low  vol ati l it y: good r easons  t o ow n go ld going in to H2 2014  
Faced w i th low  i nter es t r at es , inves t ors  conti nue t o look fo r bett er r etur ns  acr oss mu lt ipl e 2 asset  cl asses  (our  lat est  i s sue of  G old I nves tor  di scusses  the sur ge of alt er nat i ve assets ) . How ever,  al ter nati ves  have not been t he onl y asset s to  benef it .  
Bes i des var ious  eq uit y m ark et s , high er - yiel di ng ( and l ower - quali ty ) bonds  have been a sought - aft er  com ponent in inv es t or  por tf ol ios .  A s a consequence,  cr edit  spr eads have t i ghtened to pr e- cr is i s l ev el s  and over al l  m arket  vol ati l it y has  reached mul ti - year  low s .  

We cons i der th at  these t wo f act or s  suppor t the case f or inv es t ing i n gol d f or  t he f ol low ing r easons :   
A n excess of  l ower - quali ty bonds  ( and other  f i xed i ncome asset s ) incr eases r isk i n the fi nancial  sys t em  and t he l ikel ihoo d of  a mar ket cor rect ion  
V olat il it y appear s  t oo l ow  t o us  an d m ay cr eate an  oppor tu nit y f or  i nves tor s  t o buy por tf ol io pro tecti on as a m eans  of  pr udent  ( and l ong- ter m ) ri sk m anagement .  

Looki ng for war d,  w e bel ieve that  i nves tor s  can benef i t by addi ng gold as  a h edg e in  t heir  por t fol i os – w het her  inves t ors  see thi s  as  a t act i cal  r esponse t o t he cur r ent mar ket  envi ronm ent or  as  p ar t  of  com pr ehensi ve st r at egy on l ong- ter m r isk m anagem ent .   
H er e is  w hy.   
1 Based on GFMS,  T homson Reut ers  Q1 est im at es  and I MF repor ted net pur chases  for  Apr il  and May.  

2 Worl d G old  Cou nci l , How  gol d i m proves  alt ernat ive asset  per f orm ance and The mos t  l iqui d o f all  ‘ l iqui d al ts ’ , Gol d Inves t or,  V olu me 6, Jun e 2014.   
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I nves tor s  ar e l oading por tf ol ios  w i th higher - ri sk debt   
Low  r at es  have pushed supp ly and dem and f or  hi gher- yi eldi ng b onds up.   
So far  thi s year , is suance of  hi gh yiel d bonds ,  col lat eral ised loan obli gat ions ,  and em er ging m ar ket  debt  has  soar ed. At  thi s  r ate,  2014 wi ll  set  m ul ti -year  h ighs  (Tabl e 1) .   

The US mar ket  i s sued US$ 181 bi ll io n i n hi gh yi el d bonds  in H1 2014 al one, com par ed to US$3 36 bi ll ion  i n al l of 2013 and U S$329 b il li on i n 2012. In Eur ope, hi gh yi eld bond issuance i s on tr ack t o be 30%  hi gher t han  l ast  year . Em erg ing mar ket debt  has  al so seen s t rong  dem and. Soverei gn issues  so f ar  i n 2014 have r eached U S$53 bil li on,  and H1 corpor at e debt  s tands  at US$ 170 bi ll io n. The f ul l- year t otal  f or  each i s  al so l ikel y t o r each a r ecor d high.  E ven f r onti er mar ket s ar e benef it ti ng. Kenya,  f or  exam ple,  r ecentl y rai sed US $2 bi ll i on f r om int ern at i onal inves t ors  – set ti ng an Af r ican recor d.  
I s suer s  have taken advantage of the doubl e oppor t unit y pr ovi ded by low  i nt eres t- r ates  and cur rent l y l ow defaul t r ates . On t he ot her s ide,  i nves tor s  ar e eager  t o put  capi t al  t o wor k i n high yiel din g securi t ies  t o h el p meet  l iabi li ti es  and obli gat ions  as  US 10 y ear  tr easu ri es  ar e yi eldi ng cl ose t o 2. 5%  as  of  June 30. Som e m arket  par t ici pants  expect  that  t hey m ay even fal l t o 2% .  
Tabl e 1:  L ower -q ual i ty bond i ssuance i s poised to r each r ecor d level s   

Bond  i ssuance in bil li ons  of  US doll ar s as  of  30 June 2014  unl ess  other wi se speci fi ed  
U S hi gh gr ade US high yiel d US CLO s Eur o high gr ade ( €€ )*  Eur o high yiel d ( €€ ) * E M sover ei gn EM cor por ate  
2013 1,037. 6 33 6.1 87.0 326.0 75. 7 74. 7 360. 4  

Y TD 2014 6 03.2 181.5 61.7  190. 0 44. 1 52. 6 169.6  
2014e 1,2064 363.0  123. 4 414. 5 96 .2 105.2 339.2  
*I n eur o ter ms  as of  15 Ju ne 2014.   

e =  es ti m at ed ful l year i ssuance assum ing curr ent  r ate.   
Sour ce: J .P.  Mor gan, SI FMA,  Wor l d G old Counci l  
A nother  i nt er es ti ng tr end i n cr edi t mar kets  so f ar in  2014 is  the mul ti - year recor d issuance of  col lat er al i sed loan obl igat ions  (C LO s) ,  r is i ng t o above the pr e-cr is i s  l evels  of  2007. Dr i ven by s tabi li s ing credi t qual it ies  af t er suff er ing much deter i orat ion dur ing 2013,  t he m arket  has  seen r ecor d issuance of  C LO s – t ot all ing US $35.6 bil li on duri ng the second quar ter  and US$ 58 bi ll ion  t hrough  t he f ir s t half  of the year.  I s suance of  C LO s in Eur ope h as  alr eady exceeded the 2013 l evel,  and the US  i s on tr ack t o r each r ecor d l evels  o f is suance.  

Fi nall y, is suance of  lever aged l oans  has  gr ow n exponent ial ly  i n r ecent years  and t he pr opor ti on of  covenant- li ght  ver s ions  has also dram ati call y incr eased ( Char t 3).   
Char t  3:  Lever aged l oans  w it h li ghter  covenant s  have incr eased as  a pro port ion  of  t otal   
N umber  of  lever aged l oans ( and t he cor r espondi ng percent age of  covenant - li ght loans)  i s sued i n t he U S  

N o. of loans   
3, 000 Per centage of  covenant -l it e l oans  29%  2,500 19%  2, 000  
1, 500  

7%  1, 000  
2. 4% 500 1 .7%  0  
2005 2006 200 7 2008 2009 20 10 2011 2012 2013 2014 ( Apr )   

Covenant - li te Al l lever aged l oans  E st i mat ed 2014 FY t otal   
N ote:  The 2014 dashed colum n repr esents  annual i sed year- t o-dat e 2014  t otal . Sour ce:  Bl oomber g, Wor ld Gol d C ouncil   
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Cr edi t sp reads  have compr essed and so me mar ket observer s  ar e w ary of  t ail  event s .  

G old can hel p m anage r isk,  especial ly dur ing sys tem ic- r isk event s .  
I nves tor s  w ho bel ieve that  t ail  r i sks are in cr eas ing should cons ider  gold’ s  t r ack r ecor d  
The conti nual search for  yiel d has  compr essed cr edi t  t h spr eads and thi s put s pr essur e on f inanci al mar kets  – hi gh yiel d C DS spreads  ar e bel ow  t he 10 percent il e over  the past  decade.  T here is  a vi ew  t hat  so m any doll ars  chasi ng so f ew high- yi el d product s  coul d cr eate the r isk o f mar ket bubbl es.   

Bet ter  econo mi c condi ti ons , recor d corpor at e cash l evels , and i m provi ng credi t avail abil i ty are pos it ive catal yst s  f or  hi gh yiel d i nves tor s . Yet  som e econom is t s and ot her  exper ts  have concer ns t hat the tr end m ay n ot be sus tai nable.   
The Bank for  Int ern at i onal Sett lem ents  (B I S) poi nted out in June 2014 t hat  “l ow  cor por at e bo nd yi elds  not only r efl ect expectat ions  of a l ow li kel ihood of  def ault  and low  l evels  of r isk prem ia,  but  al so cont r ibut e t o t he suppr ess ion of actual  def aul t rat es , in that  t he avai labi li t y of  cheap credi t m ak es  it  eas i er for  tr oubl ed bor r ower s  t o r efi nance 3 . The sust ainabi l it y of  t hi s pr ocess  wi ll  ul t im atel y be put t o t he t est  w hen i nt eres t  r ates  n orm ali se.” Inves t ors  should take note that  go ld has a t r ack r ecord of  r educing tai l- r isk losses . Gol d can be a st or e of  v al ue d uri ng m ar ket upheavals  ( C har t  4) .   
Char t  4:  G old helps  reduce losses  dur i ng per io ds of  sys tem ic r isk i ncl uding those st em mi ng f r om the bond mar ket  

O utper for m ance of  a por tf oli o con tai ning 5%  i n gol d r el at i ve t o a si m il ar por tf ol io wi thout  g old*  
Bas i s poi nts   
300  

Col l ect i ve out perf or mance of 735 b as i s   
250  
200  

150  
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0  
Bl ack Monday LTC M cr is i s Dot - com Septem ber  2002 Gr eat Sover eign Sover eign  
bubbl e 11t h r ecessi on recess ion debt cr is is  I debt  cr is i s I I  

*St andard por tf ol io is  defi ned as  one havi ng 55%  eq uit ies , 25%  f i xed i ncome and at  m os t 5% cash w it h t he r em aini ng w eight s  opt im al ly all ocated to alt ernat i ves  asset s  such as  gold,  com m odit ies  and r eal est ate.  T he opt im al gol d al locat ion is  5%.  Gol d’s  all ocati on w hen i nclu ded  i s 5% . Dat es used: Bl ack Monday:  9/ 1987- 11/1987;  LTCM:  8/ 1998;  D ot- com : 3/2000- 3/ 2001; Sept ember  11:  9/2001;  200 2 r ecess i on: 3/2 002-7/ 2002;  G reat  r ecessi on:  10/ 2007- 2/2009;  Soverei gn debt  cr i s is  I :  1/ 2010- 6/2010;  Soverei gn debt  cr i s is  I I : 2/2 011-10/ 2011.   
Sour ce: Bl oomb er g,  Wor ld  G old Counci l  
Low  vol ati l it y sugges t s that  no w is  t he t i me to buy por t fol i o pr ot ect io n  

Whi le gold pr ices  ar e up,  i t s volat i li ty is  down.  Way down.  I t  i s  cur rent l y bel ow 11% on a 30- day r ol li ng bas i s  – close t o i t s all  t i me low . Yet , gold i s not  al one. The V I X,  w hich measur es  the im pl ied volat il i ty of the S& P 500 i ndex, is  tr ading s li ghtl y above 10. 0 – a l evel not seen s in ce 2007.  G lobal  equi ti es , comm odit i es,  and cur renci es ar e exper ienci ng s i gnif icant ly l ower  l evels  of ( real ised)  vol ati li t y ( Char t 5) .  
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Char t 5: Market  vol ati li ty,  acr oss the board,  i s  t radi ng at  al l ti me low s  
Annual ised his tor i cal  vol ati l it y based on weekly r et ur ns over vari ous  per iods*  

Vol ati l it y  
45%   
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5%   
0%   
Com modi ti es  G lobal  equit i es  Cur renci es  

2000- 2007 2008 2009-2013 YT D 2014  
Vol ati l it y has  com e down on t he back of higher  spr eads and hi gher prof i t mar gins . *Vol at i li ty comput ed us ing weekl y r etur ns  over  each r espect ive peri od. We use: 1)  t he Bl oomber g C omm odit y I ndex ( f orm erl y know n as  the S &P Gol dman Sachs  Com modi ty Index)  as  a pr oxy f or comm odit i es ;  2)  t he MSCI  Al l- Count ry I ndex f or global  equi ti es;  and 3) J .P.  Mor gan G lobal Vol ati li t y I ndex f or curr encies .  Sour ce: Bl oomber g, J. P. Morgan,  MSCI ,  Wor ld Gol d Counci l The main dr iver s  of  t his  low- vol ati li ty envir onment  have been ti ghter  cr edi t spr eads  and hi gher pr ofi t mar gi ns4 – t he end result  of  an extended peri od of  easy m onetar y pol i ci es  and l ooser credi t condit ions .  Many m arket  par ti cipant s , i ncludi ng the B IS , have been alar m ed by such low  l evel s  of  m arket  vol ati li ty.  T hese fact ors  sugges t  t hat  l ow volat il i ty can lead to compl acency that  encour ages  inves tor s  t o t ake on mor e r isk than they shoul d. Thi s incr ease in r isk m akes mar kets  prone to shar p rever sal s  and i ncr eased f ut ure volat il it y – thus  creat ing a ‘ volat il it y par adox’. 5 Whi le som e m arket  obser vers  have been war y and cri ti cal of t he curr ent  envir onm ent,  not  ever yone agrees  on t he appropr i ate r esponse.  T he BI S cal led for  higher  t arget  r ates  f r om centr al banks.  H owever , in a r ecent  speech, Federal  R eser ve Chai r  Janet Yell en, s tat ed t hat  i n her  view,  hi gher i nter es t  r ates  and ti ght er  monet ar y poli cies  w ere not tool s  t o cool down f inancial  m arket s . Rather , an appr opri ate regul ator y envi r onment  was  requi red to creat e s tabi li ty in the fi nancial  sys tem .6 A good t im e t o buy prot ecti on t hrough vol at il i ty or gold Some mar ket part ici pants  see ti ghter  cr edit -spr eads and l ow volat il it y as  an oppor tuni ty to all ocate t o a new asset -cl ass  – vol at i li ty. 7  
Som e m ar ket  par ti cipants  consi der  vol at i li ty is  cur r entl y cheap They point  out  t hat whi le bonds  and equi ti es  seem expens i ve, volat il it y l ooks  cheap. Vol ati li ty,  t hey say, could rever t to i ts  l ong- ter m mean i n t he not - too- dis t ant fut ure.  B lackr ock suggest s  t hat “mar ket watcher s  have i ncr eas i ngly taken t he vi ew in recent  year s that  vol ati li ty is  an asset  cl ass ,  accessi ble thr ough f unds  t hat tr ack vol ati li ty i ndices  and ot her  s tr ategi es , that  can pot enti all y hel p r educe por tf oli o r i sk and i ncrease r etur ns .”8  
…and i nves tor s  m ay benefi t f rom  buyi ng pr ot ect ion.  V olat il it y, however , can be di f fi cult  and expens i ve t o i nvest  i n. I nst it ut ional  and hi gh net - wor th inves tor s  can enter  i nto over- the- counter  or  exchanged- tr aded der ivat ive contr acts  such as  opti ons  on volat il it y i ndices . These m ay be at tr acti ve f or some,  but  t hey br ing the added t ask of managi ng r isks  t hat are very dif f erent  f rom  t he r elat ivel y w ell -under s tood ri sks  of  s t ocks  and bonds .  

  

5 I n thei r annual repor t,  t he B ank f or Int er nat ional  S et tl ement s  said that  a "per s is t ent eas i ng bi as"  by f iscal,  m onetar y and prudent ial  pol icym akers  had lul l ed governm ents  "i nt o a f al se sense of  secur it y"  t hat delayed needed consol idat ion and cr eat ed a ri sk t hat ins tabi li t y could " entr ench i tself "  i n t he sys tem . " Poli cy does  not  l ean agains t  t he boom s but  eases  aggress ivel y and per s is t entl y dur ing bus ts  [ . ]. Thi s induces  a downw ard bias  i n i nter es t rat es and an upwar d bi as in debt level s,  w hich in tur n makes  i t hard to rai se r ates  w it hout damagi ng t he economy – a debt tr ap.” BI S, 84th annual  repor t,  June 2014.   
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V olat il it y- li nked secur it ies  can be expens i ve or  dif fi cul t to im pl em ent  Most non- ins t it uti onal  i nvest or s  do not have as  many channels  f or  buyi ng volat il it y and t he ones  avai labl e car r y l im i tat ions .  O nly a handf ul of  exchange- tr aded pr oduct s  ( ETPs)  exi s t,  t he m aj ori ty of  w hich are exchange-t r aded not es ( ETN s)  that  car r y addi ti onal counter par ty exposure.  F urt her , ETPs  pri mar i ly use f utur es , are of ten subj ect t o ‘ contango’ , 9 and tend to have s i gnif i cant  tr acking err or s .10 I n addi ti on, th ey can be expens ive.  The average expense r ati o f or  16 ETP s we measur ed i s  106bp wi t h a m edi an expense r ati o of 89bp. 11 O nly sev en  of  t hese pr oducts  off er  di r ect io nal  ex posur es  t o equ it y-m ar ket volat il it y indi ces,  w hi le the other s  car ry l ev er ed and i nverse- ret ur n pr of il es  t o under l ying volat il i ty indi ces .  

…but  gol d can be used ins t ead.  In our  vi ew,  gol d can prov ide much of th e same prot ecti on as vol at i li ty- based vehi cles  (C hart  6) ,  w it h t he added benefi t  t hat gold inv es t ment  vehi cles  are usuall y cheaper , mor e li quid,  access ibl e, tr ansparent , and wi thout  cr edit  (and of ten ti mes  cou nter part y)  r isk.  G old  also helps  reduce long- t erm  p ort f oli o vol ati l it y – by act ing as  a diver s if ier  – and can  hel p i ncrease r i sk -adj us ted ret ur ns ( see Why i nves t in gol d?). 12 S ome inves t ors  may see the cur rent  l ow vol at i li ty envir onm ent as  an opport uni ty to add gol d;  w e cons id er  that , in addit i on, gold should be seen as a s t rat egic por tf oli o co mponent . Char t 6:  Equi t y vol ati li ty  and gold typi call y go up duri ng cri ses S& P 500 and g old US$ r etur ns  com pared to changes  i n V IX *  
Ret ur n Level  change  
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Bl ack Monday LTC M cr is i s Dot - com bubble 9/ 11 2002 r ecess ion  G reat  R ecess ion  Sover eign debt  cr is i s I  Sover eig n debt  cr is i s  I I  
S& P 50 0 r etur n Gol d r etur n Level change i n V I X*  
* The V IX  is  avai labl e onl y af t er January 2000.  For  event s  occur r ing pri or  t o t hat dat e,  annu al i sed 30- day S& P 500 vol ati li t y i s  used as  a pr oxy. Dat es  used:  Bl ack Monday:  9/ 1987- 11/ 1987; LTC M: 8/1998;  D ot -com : 3/ 2000-3/ 2001;  Sept ember  11: 9/200 1; 2002 r ecessi on:  3/ 2002- 7/2002;  G r eat  recess ion: 10/ 2007-2/ 2009;  Sover ei gn debt  cr is i s  I : 1/ 2010-6/ 2010;  Sover ei gn debt  cr is i s  I I : 2/2011- 10/ 2011.  

Sour ce: Bl oomb er g,  Wor ld  G old Counci l  
9 As  descr ibed in I nvest opedi a “[ c]ont ango r ef ers  to a s i tuat ion wher e t he fut ur e spot pr ice is  b el ow  t he cur rent  p ri ce. [. .. ] This  may be due to an i nves tor ’ s  w il li ngness  t o pay a pr emi um  t o have the comm odit y in the fut ur e r ather  than paying the cos ts  o f s tor age and carr y cos t s  of  buy ing the comm odi ty today. ” I t of ten leads  to a negat ive im pact to r et ur ns  w hen f utur es  cont r act s  need to be r ol led over upon mat uri t y at  a higher  pr i ce ( negati ve r ol l yiel d).   
10 Vol ati li ty  i ndices  such as t he VI X  ar e onl y i ndi cati ve and not dir ect ly tr adable.  E TPs  t hat seek t o t r ack th ese indi ces  m ust  uti li se f utur es  ( and other  der i vati ves)  to repl i cat e t hem.  These f utur es  cont r act s  ar e t ypical ly i n cont ango, oft en ti mes  when volat il it y i s  l ow and so appears  to be an att r act i ve i nvest m ent .  H owever , rol l ing fut ur es can be detr i ment al to an i nves tor ’ s  r etur n an d adds  t o the tr acking err or  of  ETPs  versus  t he volat il it y i ndi ces.  F or exampl e, the average corr el ati on of  seven dir ecti onal  ET Ps  t o t he V IX  w as  f ound to be 0. 74 s i nce i ncepti on, r ang ing fr om  0. 41 t o 0 .85.  Thi s  show s t he di ff i cult y i n cl osely repl i cat i ng vol ati li t y i n an inves t able product  f or m.   

11 The l is t  i nclud es :  i PA TH S& P 500 VI X  Shor t -T erm  Fu tur es  ET N (V XX ),  ProS hares  V I X Shor t- Ter m Fut ures  ETF (V I XY ),  P roShar es  V I X Mi d- Ter m Futur es  E TF (V IX M) , iPA TH  S& P 5 00 V IX  Mi d-T erm  F utur es  ET N (V XZ ),  V eloci ty Shares  VI X Shor t Ter m ETN  ( V II X) ,  C- Tr acks  E TN Ci ti  V ol ati li ty I ndex ( CV OL) ,  V eloci tySh ar es  V I X Medi um  Ter m  ET N (V I IZ) ,  V eloci tySh ar es  D ail y I nver se V IX  Sho rt -Term  E TN  ( XI V) ,  Pr oShar es  Shor t  V IX  Sh ort -Term  F utur es  ET F ( SV XY ),  V elo ci t yShares  Dai ly In ver se V I X Medi um -T er m  E TN ( ZIV ) , iPat h I nver se S& P 500 V IX  S hort - Term  Futur es  E TN ( XX V) , iPat h Inver se S& P 500 V IX  S hort - Ter m Futur es  E TN ( II )  ( I VO P),  P roSh ar es  U lt r a V IX  S hort - Term  Futur es  E TF ( U VX Y) , Vel ocit yShar es  D ai l y 2x VI X Shor t- Ter m  ET N (T VI X) ,  V el oci tyShar es  D ail y 2x VI X  Medi um- Ter m ETN  ( TV I Z),  and  ET RAC S D ail y Long- Shor t VI X ETN  ( X VI X) .   
12 Worl d G ol d Co uncil , Why i nves t in gold ?,  G ol d I nves tor , Vo lum e 4,  Januar y 2014.   
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A bout the Worl d Gol d C ouncil   

The Worl d Gol d C ouncil  i s  t he m arket  d evel opm ent organi sati on f or  t he gol d indus t ry.  Wor ki ng w it hi n t he i nves tm ent,  j ewel ler y and  t echn ology sect or s , as  wel l as  engagi ng w it h gov er nm ents  and cent ral  banks ,  our  pu rpose is  t o provi de i ndus tr y leader ship,  w hil s t s ti mul ati ng and sus tai nin g dem and f or  gol d.  
We devel op g old- backed sol uti ons , ser vi ces and m ar kets  based on t r ue m arket  i ns ight . As  a r esult  w e cr eate s tr uctur al  shif t s  i n dem and f or  gol d acr oss  key mar ket sect or s .  
We pr ovi de i ns ight s  i nto i nter nati onal gol d m arket s , helpi ng peopl e t o bett er under st and t he w ealt h preser vati on qual it i es  of  gol d and it s  r ol e in  m eet i ng t he soci al an d envi ronm ent al  needs  of  societ y.  

Based in the UK , wi th oper ati ons  i n I ndi a,  the Far Eas t,  E urop e and t he U S,  t he Wor ld  G old Counci l is  an associat ion whose mem bers  compr i se the wor l d’s  leadi ng gol d mi ning comp ani es .  
Copy ri ght and ot her  r ig hts   
©  2014 Worl d Gol d C ouncil . Al l r ight s  r eserved.  Wor l d G old Counci l and t he C ir cl e devi ce are tr adem arks  of the Wor ld Gol d C ouncil  or  it s  af fi l iat es.  T homson Reut ers  and  G FMS, Thom so n Reut er s content  is  t he i nt ell ect ual  pr oper ty of Thom son R euter s . Any copying,  r epubl icat ion or  r edis t ri but ion of  Thom son R euter s  cont ent,  i nclud ing by f r ami ng or  si m il ar means ,  i s expr ess l y pr ohi bit ed w it hout  t he pr i or wr i tt en consent  of  T homson Reut er s . Thom son R euter s  shall  not be l iabl e f or  any err or s  or  del ays  i n i ts  content , or  f or  any act i ons t aken i n r eli ance t hereon.  “T homson Reut er s” i s  a tr ademar k of Thom son R eu ter s and it s af fi li ated compani es .  

A ll  r efer ences  t o T he London G old Mar ket  Fi xin g pr ices  ar e used wi t h t he per mi ss ion of The London Gol d Mar ket Fi xing Li mi ted and have been pr ovi ded f or  i nfor m ati onal pur poses  only.  T he Lon don G old Market  Fi xi ng L im it ed accept s no l i abil it y or  respons i bil it y f or  t he accur acy of  the pri ces or  t he under l ying pr oduct to whi ch t he pr i ces may be r ef erence.   
O ther  t hir d part y cont ent  i s t he i ntel lect ual proper t y of  t he r especti ve t hi rd part y and al l ri ght s ar e r eser ved t o them . Al l r ight s  r eser ved.  N o or gani sat ion  or  i ndi vidual  i s  per mi tt ed to repr oduce, di st r ibut e or  other wi se use t he s t ati s ti cs  and inf or mat ion in t his  r epor t wi t hout the wr i tt en agr eement  of  the co pyri ght  ow ners .   
D isclai mer   

Thi s  r epor t is  provi ded sol ely f or general  i nf orm at ion and educat ional  pur poses . It  i s  not ,  and shou ld not be cons t rued as , an of fer  to buy or  sel l,  or as a sol ici tat i on of  an of fer  t o b uy or  sel l,  gol d, any g old rel ated pr oducts  or any ot her  pr oducts ,  secur it ies  or inves t ment s . It  d oes  not,  and should  not  be const r ued as  act in g t o, sponsor ,  advocat e, endorse or pr omot e any gold r elat ed pr oducts  or  any other  pr oduct s,  secur it i es or  i nvest m ents . Whi le we h ave checked t he accur acy of  t he i nf orm ati on in thi s  r epor t,  t he Wor l d G old Counci l does  not  w arr ant  or  g uar ant ee t he accur acy,  com pl eteness  or  r el iabi li ty of  t his  inf or mat ion.  T he Wor ld Go ld Counci l does  not  under take to updat e or  advi se of  changes  to the inf or mat ion i n t his  repor t . The Wor l d G old Counci l does  not  accept  r espons ibi li ty f or any l osses or  dam ages ari s ing di rect ly or  i ndir ectl y,  f rom  the use of  t his  repor t , even  i f noti f ied of t he poss ibi li t y of  such losses  or  dam ages .  
For  m or e i nfor m ati on  
Pl ease contact  I nves tm ent Resear ch:  

Maxwel l Gol d  
m axwel l. gold@gol d.or g  
+1 212 317  3858  

Johan P al m berg  
j ohan.pal mber g@gol d.or g  
+44 20 782 6 4773  

Juan C arl os  A rt i gas  
D ir ector , I nvest m ent Research  
j uancar l os .ar ti gas@go ld. org  

+1 212 317  3826  
Marcus  Gr ubb  
Managing Di r ector , I nvest m ent  Str ategy m ar cus .gr ubb@gol d.or g +44 20 7826 4724  

Thi s  r epor t contai ns  f or war d-l ooki ng s t atem ents . The use of  t he w ord s “beli eves”,  “expect s”, “m ay”, or  “sugges ts” or wor ds  of  si m il ar im por t,  i dent if ies  a s tat ement  as  “for war d- loo king”.  The f orw ard- l ooking  s tat ement s  i ncluded her ei n ar e based on cur r ent expectat ions  that  i nvol ve a n umber  of  ri sks and uncer t aint ies .  These for war d- look ing st at em ent s ar e based on the analys i s of  t he Wor l d G old Counci l.  A ssum pt ions  rel ati ng t o the for egoi ng i nvol ve j udgment s  w it h r espect to,  am ong o ther  t hing s,  f ut ure economi c, compet i ti ve and mar ket condi ti ons  al l of whi ch ar e d if fi cul t or im poss ibl e t o pr edi ct accu rat ely.  I n addi t ion,  t he dem and f or  gol d an d t he i nter nati onal  gol d m ark et s  ar e subj ect to subs tant ial  r isks  whi ch i ncrease the uncer t aint y i nher ent in the f orw ard- l ooking s tat ement s . In l ight  of  the si gni fi cant uncert ain ti es inh er ent  i n t he f or war d- looki ng i nf or mat ion incl uded her ei n, the incl us ion of such i nf orm ati on shou ld not be r egar ded as  a repr esentat ion by the Worl d G ol d Co uncil  t hat the f orw ard- l ooking s tat ement s  w il l be achi eved. We caut ion you not  to place undue r eli ance on our  f or war d-l ooki ng s t atem ents . Except  as  w e m ay deem  appr opr iat e i n the norm al cour se of  our  pub li cat i on cycl e, we do not  i ntend t o updat e or  r evi se any f or war d- looki ng st atem ents ,  w hether  as  a r esult  of  new  i nf orm at ion,  f utu re events  o r other wi se, and w e assume no r espons ibi l it y f or  updat ing any f or war d- looki ng st atem ents .  Pas t  per f orm ance i s  no indi cati on of fut ur e r esult s .  
Thi s  r epor t does not  pur por t to m ake any r ecom mendat ions  or pr ovide any i nves tm ent or  ot her advice wi th r espect  t o t he purchase, sale or ot her  dispos i ti on of  any  gol d r elat ed pr oduct s  or  any other  product s , secur i ti es  or  i nves tm ents ,  i ncludi ng wi thout  l i mi tat ion,  any advi ce to  t he ef fect  t hat any gol d rel ated tr ansacti on i s  appr opr iat e f or  any inves t ment  obj ecti ve or  fi nancial  s i tuat ion of  a prospect ive inves t or.  A  deci s ion to inv es t  i n g old,  any gold r elat ed  pr oducts  or any o ther  pr oduct s,  secur it i es  or  i nvest m en ts  shoul d n ot be m ade i n r eli ance on any of  the st at em ent s in t his  r epor t.  B efor e maki ng any inves t ment  deci s ion,  pr ospecti ve i nves tor s  shoul d seek advice fr om  t heir  f i nancial  advi ser s , t ake in to accoun t thei r in divi dual fi nanci al  needs  and ci rcum stances  and  car ef ul ly cons ider  t he r i sks associ ated wi t h such i nves tm ent decis i on.  

Expr ess ions  of opini on are those of the author  and ar e subj ect to change w it hout not ice.   
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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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