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1 Driven by your success.

• Unlike stocks, bonds, and industrial commodities, many investors struggle with gold or are just 

indifferent

• No yield

• “It’s a historical relic, not a real investment”

• How do you value it?

• “Nobody really understands gold prices, and I don’t pretend to understand them either.” - Ben 

Bernanke (2013)

• “Gold gets dug out of the ground in Africa, or someplace. Then we melt it down, dig another hole, bury 

it again and pay people to stand around guarding it. It has no utility. Anyone watching from Mars would 

be scratching their head.” - Warren Buffett (1998)

Gold is a misunderstood asset class
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Gold performance: long-term, uncorrelated returns
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25Y annual return correlations with gold:
• S&P500 0.04
• US 3M Tbill 0.07
• US Tbond 0.26
• Baa corporate 0.51
• Real estate -0.35

Gold has outperformed the 
S&P500 in 14 of the past 25 
years

Past performance is not indicative of future results.

https://pages.stern.nyu.edu/~adamodar/pc/datasets/histretSP.xls
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• Prices set by economic or financial outlook (growth, interest 

rates, inflation, debt levels)

• Total assets >> annual flows

• Prices usually in contango

• Example: US treasury market

• Market size: ~$35 trillion

• Short-term changes in physical supply and demand 

usually outweighed by macroeconomic outlook

How do investors look at gold?

Commodity view? Financial asset view?

• Commodity prices set by annual supply and demand flows

• Generally limited inventories relative to annual production

• Some metals recycling but mostly new production; energy 

commodities consumed

• Prices can be in contango or backwardation

• Example: Oil market

• Market size: ~100Mbbl/day

• Short-term changes in physical supply and demand 

can have a  meaningful impact on price

• Annualized volatility is >30%
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Gold is a financial asset

• Price set by economic or financial outlook (growth, interest 

rates, inflation expectations, debt levels)

• Gold is not consumed, total amount of gold mined in history is 

estimated to be ~212,000t, annual production is ~3,600t

• Gold supply increasing by ~1.6% on average since 1971 vs. US 

M2 money supply at 6.8%, and US Federal debt at 8.8%

• Prices in contango

• Gold market:

• Market size: ~$16 trillion or ~212,000t

• Annualized price volatility is 14%

Financial asset
Annualized volatility
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Since the US severed the link between gold and the dollar in 1971:

• US money supply has increased by 33x (6.8% CAGR)

• US federal debt has increased 87x (8.8% CAGR)

• US federal debt rose at 1.5% per year between 1945 and 1971

• Gold supply has increased by 2.3x (1.6% CAGR)

• Gold price has gone from US$35/oz to ~US$2,500/oz (71x)

Unlike currency, gold does not depend on a central bank

Unlike government debt, gold does not depend on a government

Gold: a liquid financial asset in limited supply

Source: Bloomberg, World Gold Council, USGS, Canaccord Genuity
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“I view gold as the primary global currency. It is the only currency, along with silver, that does not require a 
counterparty signature.” - Alan Greenspan

Relative growth in US money supply and gold supply 
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Gold in various currencies

Source: Bloomberg, Canaccord Genuity
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Gold vs. local stock markets

Source: Bloomberg, FactSet; Canaccord Genuity
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Gold ETF outflows
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Gold ETFs represent <2% of global gold holdings
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China treasury and gold holdings
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Central bank gold purchases
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Gold: second largest reserve currency
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Gold vs. real rates
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2005-2007 vs. today
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2005-2007 vs. today

Source: Bloomberg, Canaccord Genuity
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2005-2007 vs. today

Source: Bloomberg, Canaccord Genuity
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Gold vs. real rates
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• After the fastest rate hike cycle in modern history:

• Inflation is slowing

• Labour market is weakening with unemployment at cycle high

• Fed on cusp of first rate cut in September

• Most major central banks already easing or expected to ease

• What’s the consensus view?

• Soft or no landing; the economy is still pretty strong

• Our view:

• Higher probability of a harder landing

Where are we today?
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Inflation is slowing
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Labour market softening

Establishment survey Household survey Establishment survey is the typical focus 
for investors, but:
1. BLS recently announced highest 

negative revision* (-818k) since 
2009

2. The negative benchmark revision is 
after the data already being 
previously revised down in 10 of 12 
months (-362k)

3. ~60% of new jobs in that period 
came from government, 
healthcare, and education

4. Excluding these sectors, job growth 
was closer to zero, net of revisions 
in most of the private economy

* preliminary

Source: Bloomberg, Canaccord Genuity
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Labour market softening

Source: Bloomberg, Canaccord Genuity
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Employment to population ratio
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Retail sales and new home sales
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Retail sales: sideways for 2.5 years
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Yield curve inversion
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Gold to copper ratio
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Government stimulus and debt
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US debt and gold
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Performance during Fed easing cycles (30D before first cut to one year after last cut*)
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Fed easing cycles

0.0

1.0

2.0

3.0

4.0

5.0

6.0

$200

$350

$500

$650

$800

$950

$1,100

$1,250

2003 2004 2005 2006 2007 2008

Fe
d

 f
u

n
d

s 
ra

te
 %

G
o

ld
 U

S$
/o

z

Gold (US$/oz) Fed funds rate

0.0

1.0

2.0

3.0

4.0

5.0

6.0

7.0

$225

$245

$265

$285

$305

$325

$345

1
9

9
9

20
00

20
01

2
0

0
2

Fe
d

 fu
n

d
s 

ra
te

 %

G
o

ld
 U

S$
/o

z

Gold (US$/oz) Fed funds rate

0.0

0.5

1.0

1.5

2.0

2.5

3.0

$1,000

$1,100

$1,200

$1,300

$1,400

$1,500

$1,600

$1,700

2015 2016 2017 2018 2019

Fe
d

 f
u

n
d

s 
ra

te
 %

G
o

ld
 U

S$
/o

z

Gold (US$/oz) Fed funds rate

Post tech bubble easing Post housing bubble/GFC easing Pre-COVID easing

Source: Bloomberg, Canaccord Genuity



31 Driven by your success.

The data is softer than it looks to us:

• Inflation (ex-shelter) running at or below Fed target

• Labour market: unemployment rising and at cycle high, large deviation between the household vs. establishment 

survey

• Slowing growth, nominal growth back to pre-pandemic levels

• Retail sales: sideways in real terms for 2.5 years; new home sales down ~30% from recent peak

• Yield curve inversion track record

• History: the Fed has only achieved one soft landing in modern history

• Economy is supported by $2 trillion federal deficit (~7% of GDP)

Our macro summary
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• Poised for record margins

• Generally disciplined on capital allocation and M&A

• Gap between gold and gold equities

• Inexpensive

Our Gold sector outlook
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Poised for record AISC margins
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Gap between gold and gold equities
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Valuation: Senior gold P/NAV (on daily forward curve)
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Global gold production
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• Slowing economy, end of tightening cycle

• Debt levels at record highs and climbing

• Central banks are buyers

• Geopolitical tensions rising

• Gold supply is challenged

Summary: why we like gold now
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this research accurately reflect the authoring analyst’s personal, independent and objective views about any and all of the designated investments or relevant issuers discussed
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SPECULATIVE: The stock bears significantly above-average risk and volatility. Investments in the stock may result in material loss.

12-Month Recommendation History (as of date same as the Global Stock Ratings table)
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General Disclaimers
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broker-dealer with principal offices located in Sydney and Melbourne.

The authoring analysts who are responsible for the preparation of this research have received (or will receive) compensation based upon (among other factors) the Investment
Banking revenues and general profits of Canaccord Genuity. However, such authoring analysts have not received, and will not receive, compensation that is directly based upon
or linked to one or more specific Investment Banking activities, or to recommendations contained in the research.

Some regulators require that a firm must establish, implement and make available a policy for managing conflicts of interest arising as a result of publication or distribution
of research. This research has been prepared in accordance with Canaccord Genuity’s policy on managing conflicts of interest, and information barriers or firewalls have been
used where appropriate. Canaccord Genuity’s policy is available upon request.

The information contained in this research has been compiled by Canaccord Genuity from sources believed to be reliable, but (with the exception of the information about
Canaccord Genuity) no representation or warranty, express or implied, is made by Canaccord Genuity, its affiliated companies or any other person as to its fairness, accuracy,
completeness or correctness. Canaccord Genuity has not independently verified the facts, assumptions, and estimates contained herein. All estimates, opinions and other
information contained in this research constitute Canaccord Genuity’s judgement as of the date of this research, are subject to change without notice and are provided in good
faith but without legal responsibility or liability.

From time to time, Canaccord Genuity salespeople, traders, and other professionals provide oral or written market commentary or trading strategies to our clients and our
principal trading desk that reflect opinions that are contrary to the opinions expressed in this research. Canaccord Genuity’s affiliates, principal trading desk, and investing
businesses also from time to time make investment decisions that are inconsistent with the recommendations or views expressed in this research.

This research is provided for information purposes only and does not constitute an offer or solicitation to buy or sell any designated investments discussed herein in any
jurisdiction where such offer or solicitation would be prohibited. As a result, the designated investments discussed in this research may not be eligible for sale in some
jurisdictions. This research is not, and under no circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction by any person or
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company that is not legally permitted to carry on the business of a securities broker or dealer in that jurisdiction. This material is prepared for general circulation to clients and
does not have regard to the investment objectives, financial situation or particular needs of any particular person. Investors should obtain advice based on their own individual
circumstances before making an investment decision. To the fullest extent permitted by law, none of Canaccord Genuity, its affiliated companies or any other person accepts
any liability whatsoever for any direct or consequential loss arising from or relating to any use of the information contained in this research.

Research Distribution Policy

Canaccord Genuity research is posted on the Canaccord Genuity Research Portal and will be available simultaneously for access by all of Canaccord Genuity’s customers who
are entitled to receive the firm's research. In addition research may be distributed by the firm’s sales and trading personnel via email, instant message or other electronic
means. Customers entitled to receive research may also receive it via third party vendors. Until such time as research is made available to Canaccord Genuity’s customers as
described above, Authoring Analysts will not discuss the contents of their research with Sales and Trading or Investment Banking employees without prior compliance consent.

For further information about the proprietary model(s) associated with the covered issuer(s) in this research report, clients should contact their local sales representative.

Short-Term Trade Ideas

Research Analysts may, from time to time, discuss “short-term trade ideas” in research reports. A short-term trade idea offers a near-term view on how a security may trade,
based on market and trading events or catalysts, and the resulting trading opportunity that may be available. Any such trading strategies are distinct from and do not affect
the analysts' fundamental equity rating for such stocks. A short-term trade idea may differ from the price targets and recommendations in our published research reports that
reflect the research analyst's views of the longer-term (i.e. one-year or greater) prospects of the subject company, as a result of the differing time horizons, methodologies
and/or other factors. It is possible, for example, that a subject company's common equity that is considered a long-term ‘Hold' or 'Sell' might present a short-term buying
opportunity as a result of temporary selling pressure in the market or for other reasons described in the research report; conversely, a subject company's stock rated a long-
term 'Buy' or “Speculative Buy’ could be considered susceptible to a downward price correction, or other factors may exist that lead the research analyst to suggest a sale
over the short-term. Short-term trade ideas are not ratings, nor are they part of any ratings system, and the firm does not intend, and does not undertake any obligation, to
maintain or update short-term trade ideas. Short-term trade ideas are not suitable for all investors and are not tailored to individual investor circumstances and objectives, and
investors should make their own independent decisions regarding any securities or strategies discussed herein. Please contact your salesperson for more information regarding
Canaccord Genuity’s research.

For Canadian Residents:

This research has been approved by Canaccord Genuity Corp., which accepts sole responsibility for this research and its dissemination in Canada. Canaccord Genuity Corp. is
registered and regulated by the Canadian Investment Regulatory Organization (CIRO) and is a Member of the Canadian Investor Protection Fund. Canadian clients wishing to
effect transactions in any designated investment discussed should do so through a qualified salesperson of Canaccord Genuity Corp. in their particular province or territory.

For United States Persons:

Canaccord Genuity LLC, a US registered broker-dealer, accepts responsibility for this research and its dissemination in the United States. This research is intended for
distribution in the United States only to certain US institutional investors. US clients wishing to effect transactions in any designated investment discussed should do so through
a qualified salesperson of Canaccord Genuity LLC. Analysts employed outside the US, as specifically indicated elsewhere in this report, are not registered as research analysts
with FINRA. These analysts may not be associated persons of Canaccord Genuity LLC and therefore may not be subject to the FINRA Rule 2241 and NYSE Rule 472 restrictions
on communications with a subject company, public appearances and trading securities held by a research analyst account.

For United Kingdom and European Residents:

This research is distributed in the United Kingdom and elsewhere Europe, as third party research by Canaccord Genuity Limited, which is authorized and regulated by the
Financial Conduct Authority. This research is for distribution only to persons who are Eligible Counterparties or Professional Clients only and is exempt from the general
restrictions in section 21 of the Financial Services and Markets Act 2000 on the communication of invitations or inducements to engage in investment activity on the grounds
that it is being distributed in the United Kingdom only to persons of a kind described in Article 19(5) (Investment Professionals) and 49(2) (High Net Worth companies,
unincorporated associations etc) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended). It is not intended to be distributed or passed
on, directly or indirectly, to any other class of persons. This material is not for distribution in the United Kingdom or elsewhere in Europe to retail clients, as defined under the
rules of the Financial Conduct Authority.

For Jersey, Guernsey and Isle of Man Residents:
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This research is sent to you by Canaccord Genuity Wealth (International) Limited (CGWI) for information purposes and is not to be construed as a solicitation or an offer to
purchase or sell investments or related financial instruments. This research has been produced by an affiliate of CGWI for circulation to its institutional clients and also CGWI.
Its contents have been approved by CGWI and we are providing it to you on the basis that we believe it to be of interest to you. This statement should be read in conjunction
with your client agreement, CGWI's current terms of business and the other disclosures and disclaimers contained within this research. If you are in any doubt, you should
consult your financial adviser.

CGWI is licensed and regulated by the Guernsey Financial Services Commission, the Jersey Financial Services Commission and the Isle of Man Financial Supervision
Commission. CGWI is registered in Guernsey and is a wholly owned subsidiary of Canaccord Genuity Group Inc.

For Australian Residents:

This research is distributed in Australia by Canaccord Genuity (Australia) Limited ABN 19 075 071 466 holder of AFS Licence No 234666. To the extent that this research
contains any advice, this is limited to general advice only. Recipients should take into account their own personal circumstances before making an investment decision. Clients
wishing to effect any transactions in any financial products discussed in the research should do so through a qualified representative of Canaccord Genuity (Australia) Limited
or its Wealth Management affiliated company, Canaccord Genuity Financial Limited ABN 69 008 896 311 holder of AFS Licence No 239052. This report should be read in
conjunction with the Financial Services Guide available here - Financial Services Guide.

For Hong Kong Residents:

This research is distributed in Hong Kong by Canaccord Genuity (Hong Kong) Limited which is licensed by the Securities and Futures Commission. This research is only
intended for persons who fall within the definition of professional investor as defined in the Securities and Futures Ordinance. It is not intended to be distributed or passed on,
directly or indirectly, to any other class of persons. Recipients of this report can contact Canaccord Genuity (Hong Kong) Limited. (Contact Tel: +852 3919 2561) in respect of
any matters arising from, or in connection with, this research.

Additional information is available on request.
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