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Investors have often used gold tactically in their portfolios, with an aim to help preserve wealth
during market corrections, times of geopaolitical stress or parsistant dollar weakness. But given
gold's historically low or negative correlation with most other asset classes (See Figures 2 and 3),
we baliave that in addition to gold's tactical benefits, its function as a core diversifying asset

miay demanstrate that gold can potentially play a more long-téenm strategic rola in an investor's
pertfolio, In fact, research has shown that the modern multi-asset portfelie may be more efficient
with a strategic allocation to gold playing a crucial role as a potential core drversifier)

In this paper, we examing how including gold in & hypothetical multi-asset portfolio that

also includes global stocks, various classes of fixed income, real estate, private equity, and
commodities may improve its risk-return characteristios, We found that holding between 2%
and 10% of SPDR* Gold Shares (GLD®) batween January 1, 20067 and Margh 31, 2020 may
have improved the hypothetical portfolio's cumulative returns and Sharpe ratio and lowered
its maximum drawdown, as compared to a portfolio without any gold-backed investments.
See Figura T for agset weightings of hypothetical portfolios.

Gold as an Investable
Asset: From IPOto ETF

Figura 1
IPO of Gold and
SPDR* Gold Shares
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Since 1971, when Prasident Nixon removed the US dollar from the gold standard, the price of
gold has increased from $43.28/oz. to $1,50B.95/0z at the end of March 2020, Since that pelicy
miove, which we call “The Initial Public Offering of Gold.™ tha price of gold (in LUSD) has increased
at a compound annual growth rate (GAGR) of 7.75% per year.” The IPO of Gold unleashed gold's
longstanding currency-like characteristios, giving it the potential to beceme a mainstream
imvestmant. And in November 2004 that potential became a bit more tangible with the launch of
GLD, the first US gold-backed exchange traded fund, GLDS arrival made it convenient and cost
offactive for investons 1o hold gald in thoeir multi-asset portfolios, The ETF gathered $1 billion in
assets under management in just three days, making it very tradable almost immediately and
allowing exposure to gold to rival the ease and efficiency of cwning stocks. For more information
about GLD click here,
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Mining Gold's
Potential Strategic
Benefits

Figura 2

Gold Has Had Low or
Megative Correlation
With Major Equity
Indices Since 2000

Figure 3

Gold Has Had

Low or Negative
Correlation With
Major Bond Indices
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We see thres potential strategic benefits as major reasons why multi-asset portfolio managers
should consider including gold in their portfolios:

Increase Portfolio Diversification - When building a multi-asset portfalia, Investors must
consider not only the potential or forecasted risk-return characteristics of a particular asset
class, but algo how that asset class or market segment behaves relative to ather investments
and the impact on the portfolic as a whole. Although many investors tend to focus on
construsting portfolios with asset classes offering high forecasted risk-adjusted returns, there
are potential benefits te including asset classes that mowve differantly relative to one anather.

A low correlation between the asset classes in a multi-asset portfolio can potentially help lower
portfolio wolatility and therefore, all elee being equal, increase diversification and enhance the
owerall risk-adjusted return of the portfolic. Figures 2 and 3 depict godd's historical correlation
to major equity and bond indices. These very low or negative comelations highlight the potential
long-term diversification benefits of adding gold to a multi-asset portfolio.
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Sourcs: Bioomberg Finance L., State Strest Global Adviscrs, data from Jenuary 1, 3000 to March 31, 2020,

Corralations are calsulated fram monthly returns in LS Dollars, Asaat classts reprosentsd by the following ndces — LIS
Aggragatn Bonds: Bloomberg Barcleys LLS. Aggragato Bond index Total Retunn; LIS Corporate High Yield Debi Bloombarg
Barclays LS. Corporate High Yield Bord index Total Return; Euro Aggregate Coeporate Dabt: Blaombaerg Barclays Ewrops
Aggregate Conporate Bond Indes Towsl Retur: US Treasury; Bloombeng Barcliys LLS, Treasury Boend Inclex Tesal Raturng
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Barclays Emenging Markets USD Aggregate Bond Index Gold: LBMA Gold Price PML
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Figure 4

Gold Performance
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Hedge Tall Risk - Gold has historically been used to provide potential tail risk mitigation during
times of market stress, as it has tended to rise during stock market pullbacks. Figure 4 shaws that
gold has delivered competitive returns and outperformed other asset classes during a number

of past black swan events, This demonstrates that including gold in a multi-asset portfelie may
provide investors with a means of moderating market volatility and reducing portfolio drawdown,
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Past performance is not a guarantes of future results. Performancs above does not reflect charges and cxpenses
assoclated with the fund or brokerage issh lated with buying and seling exchange traded funds,
Performande above s not maant to represent the performancs of any investment product,

Manage Inflation — Gold has historically fared well during various inflationary regimes, but

itis often viewed as baneficial only during pericds of heightened price inflation — like that
experienced during the OPEC oil orisis in the 1970s, But gold may not just act as a potential
hedge against price inflation, In fact, geld's long track record as a store of value may be driven by
its ability to preserve wealth and purchasing power over time by hedging both price inflation and
currency devaluation (monetary inflation).

Looking more closely at price inflation, gold has preserved purchasing power across multiple
prica inflation environments. Its ability to perform well through varied inflation scenarios is
supported by the fact that several factors beyond inflation may influence the price of gold,
including interest rates and multiple supply/demand forces. Analyzing gold’s price performance
since 1970 shows that during periods when the annual rate of inflation in the US has been below
2%, the gold price has risen at an average rate of 7.9% a year. But gold has shown its greatest
effectiveness in preserving purchasing power when price inflation has been running above 5%
ayear. During such times, the gold price has increased by an average annual rate of 16.2%.
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The Interest Rate Effect — The price of gold is also influenced by real rates of return, One of the
miain reasons why the price of gold did not appreciate during the 1980 and 1990s was because
interest rates were nominally higher than they are today and other asset classes were performing
sowell, Conversely, as Figure illustrates, gold has generally appreciated at times when real
rEDUFNS on assets like bonds have been low.

In the 19803, T-notes averaged a real rate of return of 4.60%; in the 1280s, it averaged 3449%.
Real returns centinued to drop in the first decade of the new century, averaging 2.28%. Since
2010, real rates have averaged 051% — with a steady decline since the Global Financial Crisis
and the advent of new central bank policies that followed, such as negative interast rates or
guantitative easing. Motably, the last time real rates were this low was in the 18T0s when they
averagad 102%. These lower real rates ware one of the major drivers supporting the price of
gold appreciating from $43 an cunce at the time of the “IPO of Gold” to $850 early in 1880,
The prevailing envirenment of low-to-negative real rates around the world has continued to
support gold's price in recent years, as shown in Figure 6.
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Source: Bloombarg Finarca, L.P, State Street Global Advisors, as of March 31, 20720, Gold Prica represonted by LEMA
Geld Price: Real Rates réproasated by 10-yaar Treaswy nabe yvield minus US care Consums: Price Indax (axcluding food
arl arprgy ). PRSE porformancs i4 not & EUArRARTe of futune results, Performance Above deos not reflect chargoes and
expenses assoclated with the fund or brokerage commisskons assoolated with buying and seling exchange traded
funds. Performancs above Ik not meant to represent the performance of any Irvestmoent product,
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Case Study

Strategic Allocation to GLD in a Global Multi-Asset Portfolio — "A Case for Global
Divargification: Harnessing the Global Multi-Asset Market Portfalio” by State Street Global
Advisors Investment Solutions Group (ISG)° examined the global investable opportunity set
and its implications for imvestors, They defined the Global Multi-Asset Market Portfolio (GMP)
as the portfolio congisting of all investable capital assets, where the proportion invested in
each asset corresponds 1o that asset’s market value divided by the sum of the market value
of all assets in the portfolio. It is the sum of all investors’ holdings and a de facto proxy for the
investable opportunity set available to allinvestors globally, or what is usually known as the
“market portfolio” This represents a good starting point for many investors leoking to build a
globally diversified investment portfolio.

To examine the potential results of adding a 2%, 5% or 10% strategic allocation to GLD into a
miulti-asset portfolio, we constructed hypothetical global multi-asset portfolios based on the
concept of the GMP developed by ISG by:

« Replicating the asset classes in the GMP with noninvestable market indices

= Slightly adjusting each asset waighting in the GMP to include commeditios and assume no
godd exposure at the start (Portfolio A)

= Bubtragting the percentage to be allocated te gold equally from the equities and governme
bonds asset classes (the two asset olasses with the hghest weights) to add in GLD at 2%
{Portfelio B), 5% (Portfolio C)and 108 (Portfolio D)

Figure T below identifies the asset class weightings in each of the hypothetical pontfolios we've
constructed. It's important to note that the impact of adding GLD to an investor's portfolio will
vary based upon an investor's asset allocation decisions and market performance, among
other things.

nt

- Aot Class Investable Market ‘Welghting (%)
Fgura7 Indicos & ETF r -
Assot Class Weightings it | Bk~ [liaie
for Hypothetical Blonded : — '
Portfolios A, B, Gand D ay W31 AiGWorkd Dally TR lnc 40 ss| ar.s as
Toitad Euity A0 39 ar.s 35
Gowvernmant Bands Blaombeng Barclays Global Aggregate 28 24 29.8 20
Gowprnmant Bond Incex TR
3 Crodit Bloombeng Barclays Global Aggrogate 16 18 15 18
Corparation Bond TR Indis
Inflagion Linked Bonds | Bloombang Barclays Workd inflation Linked - 2 2 '
Bersd TH Inchax
HY Baonds Bloombang Barclays Global Corporats Hgh ] ] ] a
Wiald Bond TR Indax
EM Duiot Bloombang Barclays Emargrg Mankes USD 5 5 ] 5
Aggregate Bond TR index
Total Fizad Incoma 50 49 47.5 45
Reald Estabe Global Property Ressarch General TR Indax 4 4 4 4
Privase Equity LPX Compoaite Listed Privabe Equity TR Index 4 4 4 4
Commoditios: Eioombang Commedicy Indax TR 2 9 5 2
Gold SPOR® Gold Shares {GLD*) [i] 2 - 10
Tonal Aligrratang 10 12 15 20
Hypathetical Portfalic Total 100 100 100 100
Source: Bnate Street Global Advisomns, asof March 31, 2020,
The asset is for hyp Purpesns only aned is not T P asp aspt
1 k Y Orr | a partioular alicoation. Each investor's sbbuation |s unlgues and assot allcoation
docisbone should be bagsoed oman| ‘s risk tolorancs, thme b and fi il wi It b not possibla to
irvest directly in an indox.
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Figure &

GLD Has Had Low
Correlation to Other
Asset Classes in the
Hypothetical Portfolio

From a risk-adjusted return perspective, our hypothatical blended pertfelio results shawed that
adding a 2%, 5% or W% allocation to GLD in the partfalio would have improved Sharpe ratiog.
Further, the results demonstrated that this hypothetical scenario would have outperformed multi-
asset portfolios with identical index exposure but without equivalent allecations te GLD, Frem a
risk management perspactive, hypathetical portfolios with a GLD allocation had lower maximur
drawdowns, with a 10% allocation to GLD reducing maximurm drawdown by almost 390 bps.®
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Soiror Bloombar g Finknos L, State Srieat Qlobal Achiaors, data from Janusry 1, 2006 1o March 30, 20320, All corralation
caloulatons abons dorived from monithly total retunn indices in US dollars.

Given that adding a 2% 1o 10% strategio asset allecation to GLID in a hypothetical multi-assot
portfolio between January 1, 2005 and March 31, 2020 improved risk-adjusted return and
reduced maximum drawdown compared with the portfolio without any exposure to gold-
backed investments, global multi-asset portfolio managers should consider the merits of
including gold in their portfolios.

From the results shown balow in Figure 8, we found that under our hypothetical scenario:

« Portfolioz B, C and Ohad higher Sharpe ratios, lower maximum drawdowns and lowar
standard deviations with higher returns comgpared with Portfolio A, the portfolio with no
axposure to gold

= Portfolio Dhad the highest Sharpe Ratio (0.42) and highest cumulative raturn (12118%)

« Partfolio D had the lowest maximum dravwdown (-29.43%)
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Figure 9 Hypathatical GLD C Sharpa Maximum
Hy cal Blended Porthalic ﬂlﬂﬂm Roturn (%) Hﬂ::'; Beandard Ratia Dl‘lllﬂ::l}
Portfolio Results Portfolic A : o] 4,88 106, B0 .71 0,37 -33.29
Portfolio B | 2 4.96 109,35 o, G4 0.38 =32.54
;‘u-rrfoﬂnﬂ k| 5 5.11 113.82 9. 54 0. a0 -31.39
Partholio D | 10 5.3‘1- 121.18 9.45.- .42 -29,43.

Bourca Bloomberg Financa LP, FaciSet, State Sorest Global Acvisors, as of March 31 7080,

* Assumes risk-roe rate of Citigroup 3-month T-bills.

The impact of adding GLD 10 an investor's portfolle will vary based upen an b ‘s akot allecation doclsions and
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Performance of the hypoth otion and rebal 1§ costs, 20 actual results

will diffor, Performance of GPDR" mmmn'lmmmum«mm Mathodalogy
eomputation can be found in the Glossary.

Al data based on monthly measures of performance. Investmant return and princlpal value will fluctuate, so youw
may havd & gain or loas when shared ans skl Curmont performands may B higher or lower than that quated,
Wisit spdrs.com for most recent month end performance.

A Convenient and While investment in physical gold bullion is the most direct way to invest in gold, it may invalve
Cost-Effective Way to higher ongoing costs for transport, storage and insurance. Gold mining company shares
In tin Gold are another way to gain exposura to gold, but their growth and performance also depend on

effective management, production costs, reserves and exploration, among other factors. Golbd
futures are alzo widely used by some investors looking for exposure to gold and have the banefit
of being traded in standardized contracts on exchanges. Futures do not require full fundingup
front, which may be preferable to those investors locking for leverage, but the requirement to
regularty roll futures contracts to maintain exposura doss mean ongoing managament of the
gold position is required for a longer-term strategic allocation.

Physical-backed gold ETFs, like GLD, may help to eliminate many of the issues mentioned above,
as ETFs seek to provide investors a relatively transparant and cost-effective way to track the
price of gald, The “1PO of Gold” helped lagitimize gold as an asset class in 1971, and the arrival

of GLD in November 2004 transformed gold into an accessible mainstream investmant. We
believe that as the size and the number of investable asset classes continue to grow, geld — an
assat with historically low and negative correlation with other asset classes - may play a mong
central strategic role in multi-asset portfolios and GLD may offer investors the transparency and
comvenience in ong cost-affective wrapper.
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Figura 10

Gold ETFs vs. Other Gold Investment Vehicles
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Figure 11
SPDR" Gold Shares Standard Performance as of March 31, 2020
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%) 1% (%} (%) %) %) (%) | 1L/LBI2004 (%)
AN -0.08 5.54% 5. 5% 23,71 B.49 5.84 3.31 &.33
Market Value -0.22 3.60 | 3.60 21.34 T.63 5.42 .11 &.08
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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 Advisors Funds Distributors, LLC, One Lincoln Street, Attn: SPDR® Gold Shares, 30th Floor, Boston, MA 02111.
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