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Gold is perceived as a safe haven asset thus as the worries of the global growth are mounting, we 

could expect Gold price to rise. Well not so, in fact to the contrary, ever since the beginning of the 

year, the shiny metal lost 8.7% of its value.  A contradiction that merits a closer look. 

 

Source: Trading View 

We currently have a mix of reasons that lead to this contradiction: 

• For various reasons emerging market currencies have lost in value since the beginning of 

the year, so far 16% on average. This resulted in a deterioration of their purchasing 

power resulting in lower demand, consequently lower Gold prices. Furthermore, in an 

attempt to support their own currency, several emerging market countries have sold 

Gold through their Central Banks. 

• In an attempt to avoid an over heated US economy, The Federal Reserve has hiked twice 

its interest rates this year and is planning to do more before year’s end. The faster 

increase of interest rates than inflation leads to higher real interest rates. This in return 

increased the appetite for Treasury Bills as they are: liquid, perceived as a safe haven 

asset and provide a yield, which Gold isn’t providing.  

• No one likes uncertainty, however despite the tangible tensions on the trade and 

geopolitical front, the US is enjoying a longest bull market in its history. Hence as long as 

investors are optimistic of the prospects of the Equity markets, they will not seek a safe 

haven by either cashing in or investing in Gold. 

So what is next for Gold? Difficult to say, Gold prices are not likely to rise any time soon, however 

this can not be completely ruled as we need to watch the following factors: 
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• The behavior of emerging markets currencies, mainly Yuan and Rupee, being the largest 

buyers of Gold.  

• A decline of real interest rates. Real interest rate =Interest Rate- Inflation. This formula 

tells us what to watch for.  

• A collapse of the stock market returns, ultimately leading to a recession and the end of 

the bull market.  An increasing number of experts are raising concerns of an over heated 

US economy.  
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Disclaimer 

This marketing publication has been prepared by Peak Values AG for informational purposes only. Any market or investment views 

expressed are not intended to be investment research and do not constitute general or specific investment legal, tax or accounting advice 

of any kind and are not to be used or considered as an offer or the solicitation of an offer to sell or to buy or subscribe for securities or 

other financial instruments. It should not be considered as substitute for individual advice and risk disclosure by a qualified financial, legal 

or tax advisor. This document does not replace any product specific materials.  

The document has not been prepared in line with the requirements of any jurisdiction designed to promote the independence of 

investment research and is not subject to any prohibition on dealing ahead of the dissemination of investment research.  

The information and opinions contained in this document are based on publically available information and data believed to be correct, 

accurate at the time and have been compiled or arrived at based upon information obtained from sources believed to be reliable and in 

good faith. All such information and opinions are subject to change without notice. Care has been taken to ensure the accuracy of its 

content but no responsibility is accepted for any errors or omissions herein. However Peak Values AG has not verified and is unable to 

guarantee the accuracy and completeness of the information contained herein. Possible errors or incompleteness of the information do 

not constitute legal grounds (contractual or tacit) for liability, either with regard to direct, indirect or consequential damages. In particular, 

neither Peak Values AG nor its shareholders and employees shall be liable for the opinions, estimations and strategies contained in this 

document. 

Please note that past performance is not a guide to the future. Potential for profit is accompanied by the possibility of loss. The value of 

investments and the income from them may go down as well as up and investors may not get back the original amount invested. A number 

of the comments in this document are based on current expectations and are considered “forward-looking statements”. Actual future 

results, however, may prove to be different from expectations. The opinions expressed are a reflection of Peak Values AG management’s 

best judgment at the time this document is compiled and any obligation to update or alter forward-looking statements as a result of new 

information, future events, or otherwise is disclaimed. Furthermore, these views are not intended to predict or guarantee the future 

performance of any individual security, asset class, commodity, markets generally, nor are they intended to predict the future performance 

of any investments. 

Copying any part of this publication without the written permission of Peak Values Ltd. is prohibited. 

 

 

 


