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Debunking 5 Common
Gold Misconceptions

January 2009 | By George Milling-Stanley, Mead of Gold Strategy, Glbal SPOR ETFs and
Diego Andrade, Serior Gold Research Strategize, Global SPOR ETFs

Gold is again attracting investor
interest to start 2019, This interest
isn't surprising — investors tend to
flock to gold when uncertainty is
heightened and when equity returns
may be overstretched as we saw in
(4" 2018 when US gold-backed ETFs
accumulated around $2.5 billion while
the S&P was down as much as 19.8 %.!

Az we have highlighted in a number of earlier research work
godd may be able to perform several roles withina balanced
investment portfolio, including:

1. Acting as o diversifier Gold has the potential to
play a diversifying role in o portfolio becouse it
I|islm’i\,‘:ﬂ|yhu.in;:b1.nurn:|aluc[ulr|:|rq}|3-‘ with ather
major azsel classes held ina typical portfolio.? Gold's
potential diversifying value was in full display in Q4
2008 when the S&P 500 Index dropped a -14.26% and
LEMA Gold Price PM (USD/oz) appreciated 7.7:5%.

2. Reducing total portfolio risk Including a gold
allocation within a balanced |KII!ﬁ:IIi.|:P may reduce
its overall volatility and improve rsk-adjusted
returns because gold has demonsteated a -0000
and 0,06 correlation to the S8 500 Index and
Bloomberg Barclays LS, Aggregated Bond Index,
respectively, since the 1970%," For investors who are
al r:ildyl;mmftnlahh: witha Riven level of liaik:m“irq{
a small gold allocation may albow them to move
further out along the risk spectrum in some of their
other investments, and that may also improve risk-
acdjusted returns,

4. Potential hedge against pected events
Gl has a track record of at times holding
its value or rising when other assets are falling
in a differentioted manner.?
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The potential for possibly bowering portfolio volatility

with an allocation to gold is not the only reason to consider
owning gald, and we've found there are a number of ouldated
notiong holding back investors from making a long-term
allocation in gold. To tackle this issue, we've put together a
list of what w pereeive to be five common misconceptions
about gold and what we believe to be the reality behind these

commian mixun:]::rﬂnrldinﬂx.

Miscunnepltiun 1: Gold’s Only Function is as an
Inflation Hedge

Reality Although gold has historically tended to perform
well during periods of high and sustained inflation that has
not always been the case. The blue boxes in the chart below
highlight times in the eary 1990 and 2000= that gold prices
did not surge even though the inflation risk premium, or the
amount of extra yield investors requine to protect against
inflation, did increase. In other words, gold may play an
important role in portfolios, but there are other drivers

L 18 reburn Lhan an increase in pril:l.'x.

Figure 1: Inflation Risk Premiom & Price of Gold Don't
Abways Move in Lockstep
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Figure 2: Standard Performance of SPOR® Gold Shares (GLD*) as of December 31, 2008
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Misconception 2: Gold does not Pay any
Interest or Produce any Income, so it has
no Value

Reality There are many reasons to buy gold beyond its
potential value as an investment. For ingtance, many
people purchase gold for cultural and religious purposes.

Jewelry represents the largest source of annual demand for
gold, accounting for more than 49 percent of demand for the
precious metal inthe first three quarters of 2018, Within gold
jewelry consumption, China and India purchased more than
half of the world's gold jeweley last year, and while demand
fell in both countries last year, their historical affinity for
pold Femains strong.® So, while imvestment demand is
important for setting the price of gobd, it is actually a small
portion of overall demand. This highlights how gold demand
i different than traditional assets and actually does not
respond to business eyele changes in the same way as many
other commocdities.

Misconception 3: Buying or Selling by Central
Banks is the Primary Driver of Gold Prices

Reality While central bank purchases amd sales are an
important factor in gold prices, central bank sctivity rarely
affects move than 105 of each year's demand or supply. From
1989 to 2004, central bankers were net sellers to the private
sector of about 109 of the annual gold supply: since 2010,
central banks have been net purchasers of about 10% of
annual demand. Meanwhile jewelry regularly accounts for
around 50% or more of end-user demand, and the use of gold
in industrial and technological applications sccounts for up
to another 109, Investment demand has historically ranged
from roughly 10% to 20% annually.

State Street Global Advisors

Figure 3: Gold Demand By Source
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Fateization
Jerweliry 1LBITE
Tachnology =07
Sut-imal above fabrication 1883
Total ba & coin demand BO6E
ETFs & samiar products 423
Canral bank & other inst.® il
Gold demand (Fabrication Basis) 30042
Surplus/DefciL** 35

Source: World Gold Council, Gold Demard Trends (03 2000, a5 of Movember 1, 2018
* Excluding any deia hedging of cemral bank options.
** Surphesdaficit: This is the difference betwaen total supply and gold

demand. Pertly 8 statistical ressdual, this ramber also captures demand
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with an additional contribetion from changes b fabrication imviones.

Misconception 4: Gold does not Deserve an
Alloeation in a Portfolio Because it is Volatile

Reality Gold actually ranks around the midrange in terms
of wvolatility when the precious metal's price is compared
with various stock and bond indices® (See Figure 45
Moreover, if one considers that indices tend to be less
valatile than their individual stock or bond components,
gold's potential volatility may be less of a concern, In other
words, claiming that gold might be overly volatile relative to
other investments may be misguided.
* Inchcas rapresenting old, stocks and hoeds in the above comparison are & follows:
Gold = LEMA Gl Price PM (UST/zL Equities = MSC1 EAFE Index, MESCIEAFE

Index; Bonds = Bnombeang Barclays LS Treasury Indax, Bloomberg Banclays US
Corporate Hagh Yield Indes:, Bleomberny) Bantias Global Treasey Ex-US ki



Debunking 5 Common Gold Misconceptions

Figure 4: Gold's Volatility Historically Tends to be Lower
than Certain Equities
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Misconception 5: A Tightening Cycle Leads to
Negative Gold Prices

Reality The traditional view is that when the Fed starts
raising rates the economy is growing well and countering
inflation is starting to be a concern. Interest rates and
inflation are often linked together due to their impaset on
real rates, which has historically affected gold prices. There
miay b short-term noise, but interest rate hikes are not
necessarily negotive for gold. The ten interest rate tightening
cyeles we analyzed gince 1971, when gold effectively became
free-floating. had resulted in an average increase of 37% in
the price of gobd.” In line with prior tightening cycles, gold is
currently up 21.88% (az of December 21, 2018) from the price
leweld we saw in December 17, 2005 when the current interest
rate tightening cycle just began.

Throughout the 19703, inflation was a huge concern that
forced the Fed to raise rates aggressively in early 1980,
which helped real rates streteh to 9% and average 4.508%

for the entire decade.” Those rates along with other variables
that affect the gold price played a key role in gold's poor
performance during the 19805, However, we believe the
long-term trend of real rates is currently in gold's favor,

State Street Global Advisors

Figure 5: Gold's Return has been Higher Under Low and

Moderate Real Rate Regimes®
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Past performance is nod a guarantes of futwre results. Performance

abowe does not reflect charges and exp cinted with the fund

o bigkerag iasi inbesd with barying and elling exchange
traded funds. Performance above is mot meant to represent the performance:
of any investmeat product,

** Goid Price represenied by LE&AA Gold Price; Real Raes represented by

1-yiar Trgasury noli yiekd miness LIS cong Consumes Price Indi [aachuding

food and energy).

Today we are ina different macro environment than we
were in the 19708 and 19805, As Figure 5 shows at the start
of the current tightening cycle real rates and gold were at
0.13% and $1,049.40, respectively. After 9 rate hikes both
have increased to 0.51% and $1,27900, respectively, as

of December 31, 2018, The other variables that drive the
price of gold have helped the price appreciate ns real rates
increased, but we believe the most important thing investors
need to keep in mind is that all tightening cycles behave
differently and real interest rates remain at levels that have
historically benefited gold prices.

The Takeaway for Investors

Today’s uncertain market environment may be the
ideal time for investors to rethink any of these commaon
misconceptions about gold and the potential role gold
can play in an investment portfolio,
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! Souree: Bloombed Fnascial L P and State Steet Global Advisors, date as of
Dacomber 31, 2018

* Since 2000, the cormelation of gad b stocks, bonds and other commodiies was
000, 02279, and 043, sespectivdy. Sturce: Bloomberg Fnascial LF: & Stane Stieet
Glokal Advisors, date a5 of 12/31/2018 Computed wsing monthly return data from
Jamary 2000 o Decamber 2018 Coerelation measues the deqgree 1o which the
diviations of one variablie from it5 mean s relintid b those of  diffenen varabi
from its respactive mean. Stocks represaned by SBP 500 indas; Bonds repesentad
Iy the Bloombesy Banclays LS. Aggregate lndi; C il d By
Bloombesy Dommodity lndex. Irdenm-rmulhmlnmufmmwbu
and the reinvestmant of dividends and other incoma.

? Bleoenbeey Finanos LP: & State Sweer Global Adviors: SEP 500 manthly
coerntation i5 from BTG to 1373172018 and Bloombery us
Aggeegate Bond index monthly coeralaton ts from 3304876 10 1273172018

* Soneroe: Bloormberg Fnance LF., Stine $tmeeq Global Adviaors, as of December 3,
2018, Nosess: Doa-Com Mattrhown: 250372000-3,/30/2001 LBMA Gold Prica P
S0 02) retwmed -12.2%, MSC! AL Werkd TR returmed -2006% and Bloomberg
Bantlarys US Aggregated Bond Index TR rirturnéd 140% . Soptember 11 Temist
Astacks 8731/2001-82872001 LEMA Goid Price PM JUST oz retermad 7.4%,
M1 AC Whsld TR netumed -9.1% and Bloamieng Baeelays US Aggregated Bond
Incdizx TR retumied 1.2%: 2002 Recession: 2/282002-830/2002 LBMA Gold Frics
P (US Tz ratumed 5.4%, MES0AC Wodd TR rebemed -12.2% and Bloombarg
Bavelays US Agyragated Bord Index T rutumed 4 0%; Global Fingecial Criss:
13072007-373172008 LEMA Gold Price PM (USD)inz) ratumned 17.0%, MSCIAC
‘World TR retermed 43 6% and Bioombeng Bardays LIS Apgregated Bond Index TR
rirluerénd 5 7% Sovensign Deln Crisis & 4730/ 08312010 LBMA Gold Prici
1P US Dy retumed 5.7%. IMSIIAG Word TR ratumexd -8.3% and Binombeng
Baecizrys US Aggregated Bond indzx TR retumed 4 8% Soveneign Debt Crists it
ZFR0N-10/3 12071 LKA Gold Price: P [LISDVoah setumed 22.0%, M3CH
A Wiorkd TR returned -8.1% and Bloombarg Barclys US Aggregated Bond Index
TA retumed 5.8%: Bresit: 6/Z.22006-6/27/2016 LEMA Goid Price P S0/
auhrituned 4.7%, MSCIAC Workd TR eetuened -5 5% and Bloombierg Barclvs
L5 Aggragated Bond dndex TR ratumed 0 51%. Past performance is mot »
qguarantes of helure reselts. Perlormance above does not reflect charges
and expesses associobed with the fund or brokerage commissions

Glossary

Bloomberg Barclays Global Treasury ex-1LS. Index & bonchmank designed

o track th fxed-rabe local cunency soveneign datit issusd by imestment-grads

couniries outsid the LS. Bonds mes hawe 3 remaining maturity of one yesr of more.
Blogmberg Barclays .5 © High Yield Bond Index The Barciays

usmmmmmmwdmmemmmm
Ererobionds and debe issuies from coustries designated 25 emenging markits soviseign
rating of Baa'/BES«, BB+ and below using tha middle of Moody's, S&P. and Fitck)
£¢e eachuded, et Canadian and global bonds (SEC registered) of issuers i non-EMG
countries g inchaded. Th index iscludes both corpacate and nen-Conmoniti Secton
mmuawmmammma

mmeasure of the pest 2 o the grade bond
kgt which nclsies & yadt bonds, i gradn
Conporate bonds, mivigoge pass through securities, commencial morgage backed

secuilies and asiet hacked seeites that ane pubbcly fof sale in the US.

Blogasberg Barclays U.5. Treasury bndex US dollar-denominated, foed-rae.
norminal debt issued by the US Treasury. Treasury bills are excluded by ihe matrity
corstraing, but are part of a Seganie Shon Tresary ndex.

Blocesbery Commedity Indeo: A troady dreesified commoday price

ieadien distributind by Bloorbesg Indkinns that tracks 22 commodity lulusiss and
sireren snctors. Mo one commaodity can compaese bess than 2 pencent o mon:

thasm 15 parcant of the indec, and na sachor can repesent moes tan 33 percant

o the irdio.

Consumer Prices {CP) Consumer Prices [CP1) are a measwe of prices paid

bry consusmers for & macket basket of consumer poods nd seraced. The yearly

for monthby] grawth rates represient the infation rirte.

Dow Jones U5, Select REIT Index 4 tenctmark of US REMs and RET-He
siscuriliess Bhat sereens fof markinl capilalisation, guidity nd pestintage of revenm:
derivad from oenirship and operation of real estate securities. |t is Soa maviot cap
weighted and quoted in dolars.

LBMA Gold Price The LEMA Gold Price is determined twice ch business day
{4030 aum. and 3:00 pom. Loadon time) by the participants in 3 physically settled,
elacteonie nd wpdabie sucton admisisterad by the IBA wsng & bidding process
thart dietrmines the price of gold by matching bey and 5ol onders submitted by

Mﬂhﬂgﬂﬁhmmm‘ L
abave is mstmeant to o any i ]
mhm«mmmmmﬂnnmﬂmm

* World Gold Council, *(Gold Demand Trends Full Year 2017, pubéshed 02/06/2018.
* Soeroe: Bloomibesg Francial LP. & State Street Global Advisors.

a5 of December 31, 2018,

! Source: Bloombery Fnancal LP & State Stree Global Adwsors,

a6 of Date Decerrber 31, 2018

Learn More
For more information, please visit spdrs.com,/gld,

State Street Global Advisors

the participants for the apphcatin suction tims.
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MSLH Emerging Markets Index The MSCI Ermerging Mkt Inde catunes
Large and mid B 23 q markats couniriss. With B34
COMSLLUBNES, I index Vs BppraximaLety BS% of 1he fres haal-atjustad market
capitaliration in cach country.

Standard Devistion Measwes the heteical depeesion of & secueity, fund of indes
avtand n ineveage. Imvestons use Stindand disiation 1o mikue ipected sk o
wolatility, and a highes standard deviation means the sacurity has tended 1o show
igher volatdity of price swigs i the past
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ssga.com | spdrs.com

Importast risk infarmatica
The views eresssed in this matesial ane the views of George Miling- Siankey and
Diego Andrade thioegh 01/Z5/2019 and are sulpect 1o change based on the maret
and ather conditions.

Iivwiesting imvokeess risk, Bnd you could ke money on an imestment in SPOR Gold
Teust (GLO)
ETFﬁbalaﬂwmaﬁﬂ.mWﬂmmmmhﬂmtmﬂ
iy b Al pricess aboviz of bedow the ETFS net asset value. Brok

Actof 1936 [the "CEAT] As a eeslt, ool of th Trust & sot fowe the
protections associated with owmarship of shaves in an investment company negistesed
mmmmmmum&mdmmmmm

GLD shares trace oz stocks, ank subject o imvestment risk and will fuchsite in
markat value. The value of GLD sheves relanes dinectly o the valse of the gald held
by GLD [less it expenses], and Sustuations in B price of gold oould manesially and
afversaly atfoct an imvestment i the: shares. The price receivad upon tha sale of the:
shares, which trade &1 market price, may be more of less than the vale of the goid

and ETF gapensas will mducs rtums.

Commacties and comimodity-indax bniked secwrites may ba allected by changes

in overall market movements, changes in interest rates, and other Factors such as:

weather, disase, embamoes, o political and regulmony davalopments, a5 well a5

wading aciivity of speculats and 5 e dilies.

Frequent trading of ETFs could significantly increass and other oosts such

shat thesy may nftset any saings from b Tees of cosis.

Diversification does rot ensuwee a profil o guarantes against loss.

Investing in commadities estails significast risk and is sot approprinte fer

all inveitore.

mmm-mmmmm

'IllSPﬂlIBﬂI'ilﬂl'ﬂlﬂ'}htlhll iElrati f (including &
with the 5

ities and Exchange Commissi ["SEC"}for the
mumnhmmmmmmmm
e the prospecius in thal regisiration st and ather d atz GLD
s filed with the SEC for more complete information about GLD and this
aifaring. Pleass sae the GLD prosp B more detadled of the
rishs of investing in GLD shares. The GLD prospectus is available by clicking
here. You may get these documants for free by visiting EDGAR on the SEC
wabsite at sec.gov or by visiting spdrgoldshams.com. Altematively, the
Trust ar any suthoriced participsn will arrange ta send you the prospectus il
you request it by calling 866.320.4053.
GLID i oot B e Ty d under the | Company At of
A0 (et " D540 Act” haﬂsmnbnﬂhmuﬂmmﬂnﬂammdmm

Mat FDIC

i 4 lry e GLD doees ot geemaraati vy inetme, aoe) a5 GLID rogubary sl
igokd to pery for its ongning axpensas, the amount of gobd represanted by each Shane
il dechng over (i 0 tha extent.

Thaz Wik Giobed Council name: ind log ane: a negisiened trademank and wd with the
permission of the Wk Gold Councl pursuant to 3 kcanss agreement. The World Gold
Councl S o sespordabie Tor the oonten of, and iS ot Eable for the use ol or ekancs
on, this matarial. Warld Gold Coencil is an afiltg of GLIYS sporser,

GLIY® b 3 regstared tracemerk of Wiorld Gokd Trust Seneces, LLE wsed with the
permmission of Wirkd Gold Trust Services. LLC

Standaed & Poor's®, S4P® and SPOR® arm registeved trademarks of Standand & Poor’s
Firancial Sanvces LG, a drason of SAP Global (S5P) Dow Jones 5.3 regsiend
trackemark of Dow Jones Trademark Holdings LLC (Dow Jonash and thesa trademars
tave boen beoansed for use by SEP Dow Jones Indices LLC (SPOLN) and sublicensed

T el pupcses: by State Stpet Comporation. State Sirest Conporation s rancal
pooducts are nof sporsoned. endorsed, sold or prometed by SPOUL Dow Jones, SEP.
mmmmmwmmmaummmmmm
y o ifregesting in Such procucifs] nor oo thy

mwlﬂwnrﬂmmaﬂ
For mare informstion, please contact the Marketing Agest for GLD: State
Street Global Advizors Funds Distributors, LLE, One fren Street, Boston, MA,
ZZI0: T: #1 356320 4053 spdrgoldshares.com.

£ 2019 State Street Corporation. ANl Rights Reserved.

Statn Street Global Advisors Fusds Distributors, LLC, Ors fron Street, Boston,
MADZ0.
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« May Lose Value

B 2078 Saate Sweet Corporation. All Rights Reserved
|DFSET - F02B653.5 1AM RTL 0018 Esp. Date: 04/30/2018



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 Advisors Funds Distributors, LLC, One Lincoln Street, Attn: SPDR® Gold Shares, 30th Floor, Boston, MA
02111.
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