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1é§§w; Gold and Silver Prices — Get Going!

This is a short summary of our fortnightly Degussa Marktreport.

09 11 13 15 17 19 Year on year, the price of gold is up by 16.7 per cent, the price of silver by 6.9
per cent; and since the beginning of this year, the price of the yellow metal has
USD per ounce of silver gained 11.5 per cent, the price of its ‘little brother’ 7.0 per cent. What to make
51 of these numbers? Do they already herald the return of a bull market for pre-
26 cious metals, a development that gold and silver fans have long been waiting
» for? Well, the odds seem to be clearly in their favour.
36 ' The US Federal Reserve (Fed) has returned to its easing policy by cutting the
31 M Federal Funds Rate by 0.25 percentage points on 31 July, thereby bringing the
26 ﬂ band of its key interest rate down to 2.00-2.25 per cent. It is reasonable to ex-
21 , L\fl.. pect that the Fed is going to lower its interest rates further in the coming
o MM PWW%V months — by at least one percentage point, as we think. This will bring the

» short-term interest rate back to zero, or even below zero, in real terms.

The European Central Bank (ECB) is also likely to cut interest rates further, most
EURUSD likely in September: We expect a decrease of its deposit facility rate, currently
standing at minus 0.4 per cent, by another 0.20 per cent. A 0.20 percentage
point reduction of its main refinancing rate down to minus 0.2 per cent also
seems likely from our point of view. The ECB may also restart its bond purchas-
ing program to ramp up the quantity of money in the euro area.
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13 With the Fed and the ECB setting the ‘easing tone’ in world financial markets,
\ M financial market investors may well continue to drive up asset prices, as lower-

1.2 ' k'\’v\ ing interest rates increase the present value of future payment streams, trans-

11 lating into higher prices for, i.e., stocks and real estate. The boom will the up-

held: Firms will make new investments, given that the central banks' rate cuts
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09 11 3 15 17 19 drive down the cost of capital.

Source: Thomson Financial; graphs by However, there is a pretty dark side to the central banks' return to cutting in-
Degussa. . - .

gu terest rates. This policy is meant to push interest rates to zero or even below ze-
ro in real and/or nominal terms. While this may, in the short-term, result in an

’:;(“j)' e aaens (npercents artificial “boom”, such a boom must inevitably end in a “bust” — as it has so

I. In US-dollar "~ often in the past —, because the distortion of market interest rates compels con-
Sf'd 1-1462‘18 ;? 18191 16609 sumers and entrepreneurs to make ill-advised decisions, resulting in overcon-
lver . . . . . . . e
patnum T e 30 a6 sumption and malinvestment and, eventually, a crisis.
Palladium 1.526.8 -1.2 7.5 64.3
II. In euro What is more, a nominal interest rate of zero, not to mention a negative real in-
Gold 1.282.0 2.1 1.7 22.5 d h h . f d , b k d
Silver 107 o3 o5 i terest rate, destroys the purchasing power of today’s unbacked paper money
Platinum 7826 6.9 3.9 9.2 and all payment claims denominated in this special type of money. This affects
Palladium _ 1.3690 | 0.1 80 73 not only demand deposits but also time- and savings-deposits held with banks,
11l. Gold price in other currencies . . .
I 155234.0] 17 83 134 including short-term debt papers, and it does not stop here: In the extreme
CNY SET07 | I 139 18.2 case of the euro area, even the nominal yields on long-term bonds have been
GBP 1.173.2 4.3 19.4 259 .
INR mene IR 104 75 pushed below the zero line.
RUB 90.777.6 1.8 8.1 18.7

Source: Thomson Financial; calculations by Degussa.
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Precious metal prices (USD/oz) in the
last 4 years
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The truth is: Unbacked paper monies — be it the US dollar, the euro, the Japa-
nese yen or the Swiss franc — can no longer be considered safe havens. In fact,
all these monies will most likely suffer from a more or less severe loss of their
purchasing power under current monetary policies. These unfortunate develop-
ments play into the hands of gold and silver holders, for these precious metals
cannot be debased by central banks’ money printing and policies driving down
market interest rates.

Gold and silver prices trending upwards
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Quelle: Thomson Financial; Berechnungen Degussa.

In this context, it is instructive to take a brief look at the price performance of
gold and silver over the last decades. As you can see in fig. 1 a and b, the price
of one ounce of gold (in US dollar as well as in euro) has been following a more
or less strong upward trend. Given the monetary policies of the world’s major
central banks, we think that there is a pretty good chance that this underlying
trend will continue and drive up the price of gold even higher.
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Fig. 1 c and d shows the price of an ounce of silver (in US dollar as well as in eu-
ro). Again, you can see an underlying upward trend, and that the current price
of silver has been lagging behind its underlying trend since around 2017. This
finding suggests that there is a good chance that the price of silver might be
traded significantly higher in the months to come, especially so as it tends to fol-
low the price of gold in terms of direction.

Especially for long-term investors, holding gold and silver offers a very good
chance to preserve purchasing power much better than by sticking to unbacked
paper monies. Especially gold has a proven track record of keeping its value in
times of monetary disorder — a scenario that becomes increasingly likely as cen-
tral banks around the world remain dedicated to money printing and, in particu-
lar, mercilessly pushing interest rates into negative territory.
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Precious metals prices and ETF holdings
Gold ETFs (million ounces) und gold price (USD/oz)
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Source: Thomson Financial; graphs by Degussa.
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Precious metals prices

In US-dollar
Gold Silver Platinum Palladium
I. Actual 1431.9 16.4 873.4 1531.4
Il. Gliding averages
5 days 14221 16.5 870.6 1531.8
10 days 1423.8 16.4 859.0 1527.2
20 days 1415.5 15.8 842.9 1545.5
50 days 1371.9 15.3 821.6 1471.3
100 days 1331.1 15.1 843.7 1439.9
200 days 1300.5 15.1 830.8 1367.7
IIl. Bandwidths for 2019 Low High Low High Low High Low High
1223 1480 14.4 19.1 785 903 1204 1368
(1) -15 3 -12 16 -10 3 -21 -11
IV. Annual averages
2015 1163 15.7 1065 706
2016 1242 17.0 985 617
2017 1253 17.1 947 857
2018 1268 15.8 880 1019
In Euro
Gold Silver Platinum Palladium
|. Actual 1284.3 14.8 783.3 1373.5
II. Gliding averages
5 days 1276.6 14.8 781.5 1375.1
10 days 1274.3 14.6 768.8 1366.8
20 days 1262.8 141 752.0 1378.7
50 days 1220.5 13.6 731.0 1308.9
100 days 1184.1 13.5 750.5 1280.8
200 days 1150.5 13.4 734.9 1210.1
IIl. Bandwidths for 2019 Low High Low High Low High Low High
1098.8 1330.2 13.0 17.2 705.5 811.3 1081.7 1229.7
(1) -14 4 -12 16 -10 4 21 -10
IV. Annual averages
2015 1044 14 955 633
2016 1120 15 888 557
2017 1116 15 844 760
2018 1072 13 743 863

Source: Thomson Financial;, own calculations and estimates.

(" Estimated return against actual price in percent.
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Bitcoin, performance of various asset classes

Bitcoin in US dollars
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Source: Thomson Financial; graphic Degussa.

Performance of stocks, commodities, FX and bonds
(a) In national currencies (b) In euro

S&P 500 S&P 500
Nasdaq Nasdaq
Euro STOXX 50 Euro STOXX 50
FTSE 100 FTSE 100
DAX DAX

Swiss Ml Swiss Ml
Nikkei Nikkei
Hang Seng Hang Seng
Bovespa Bovespa
Russia Russia

CRB Index CRB Index
Gold Gold

Silver Silver
Crude oil Crude oil
EURUSD EURUSD
EURIPY EURJPY
EURGBP EURGBP
EURCHF EURCHF
USDCAD USDCAD
USDGBP USDGBP

USDJPY

US gov't bond 7 - 10 yrs
US gov't bond 1 - 3 yrs
Euro gov't bond 7 - 10 yrs
Euro gov'tbond 1 - 3 yrs
UK gov't bond 7 - 10 yrs
UK gov't bond 1 - 3 yrs
Japan gov't bond 7 - 10 yrs
Japan gov't bond 1 - 3 yrs

USDJPY

US gov't bond 7 - 10 yrs
US gov'tbond 1 - 3 yrs
Euro gov't bond 7 - 10 yrs
Euro gov't bond 1 - 3 yrs
UK gov't bond 7 - 10 yrs
UK gov't bond 1 - 3 yrs
Japan gov't bond 7 - 10 yrs
Japan gov't bond 1 - 3 yrs

Source: Thomson Financial; calculations by Degussa.
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The Degussa Marktreport (German) and the Degussa Market Report (English) are available at:
www.degussa-goldhandel.de/marktreport
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Disclaimer

Degussa Goldhandel GmbH, Frankfurt am Main, is responsible for creating this document. The authors of this document certify that the views expressed
in it accurately reflect their personal views and that their compensation was not, is not, nor will be directly or indirectly related to the recommendations
or views contained in this document. The analyst(s) named in this document are not registered / qualified as research analysts with FINRA and are there-
fore not subject to NASD Rule 2711.

This document serves for information purposes only and does not take into account the recipient's particular circumstances. Its contents are not intend-
ed to be and should not be construed as an offer or solicitation to acquire or dispose of precious metals or securities mentioned in this document and
shall not serve as the basis or a part of any contract.

The information contained in this document was obtained from sources that Degussa Goldhandel GmbH holds to be reliable and accurate. Degussa
Goldhandel GmbH makes no guarantee or warranty with regard to correctness, accuracy, completeness or fitness for a particular purpose.

All opinions and views reflect the current view of the author or authors on the date of publication and are subject to change without notice. The opin-
ions expressed herein do not necessarily reflect the opinions of Degussa Goldhandel GmbH. Degussa Goldhandel GmbH is under no obligation to up-
date, modify or amend this document or to otherwise notify its recipients in the event that any circumstance mentioned or statement, estimate or fore-
cast set forth in this document changes or is subsequently rendered inaccurate.

The past performance of financial instruments is not indicative of future results. No assurance can be given that any views described herein would yield
favorable returns on investments. There is the possibility that said forecasts in this document may not come to pass owing to various risk factors. These
include, without limitation, market volatility, sector volatility, corporate actions, the unavailability of complete and accurate information and/or the cir-
cumstance that underlying assumptions made by Degussa Goldhandel GmbH or by other sources relied upon in the document should prove inaccurate.
Neither Degussa Goldhandel GmbH nor any of its directors, officers or employees shall be liable for any damages arising out of or in any way connected
with the use of this document and its content.

Any inclusion of hyperlinks to the websites of organizations in this document in no way implies that Degussa Goldhandel GmbH endorses, recommends
or approves of any material on or accessible from the linked page. Degussa Goldhandel GmbH assumes no responsibility for the content of and infor-
mation accessible from these websites, nor for any consequences arising from the use of such content or information.

This document is intended only for use by the recipient. It may not be modified, reproduced, distributed, published or passed on to any other person, in
whole or in part, without the prior, written consent of Degussa Goldhandel GmbH. The manner in which this document is distributed may be further re-
stricted by law in certain countries, including the USA. It is incumbent upon every person who comes to possess this document to inform themselves
about and observe such restrictions. By accepting this document, the recipient agrees to the foregoing provisions.

Imprint

Marktreport is published every 14 days on Thursdays and is a free service provided by Degussa Goldhandel GmbH.

Deadline for this edition: 1 August 2019

Publisher: Degussa Goldhandel GmbH, Kettenhofweg 29, 60325 Frankfurt, Tel.: (069) 860068-0, Fax: (069) 860068-222
E-Mail: info@degussa-goldhandel.de, Internet: www.degussa-goldhandel.de

Editor in chief: Dr. Thorsten Polleit

Degussa Market Report is available on the Internet at: http://www.degussa-goldhandel.de/infothek/marktreport/

Munich (shop & showroom): Promenadeplatz 12 - 80333 Munich
Phone: 089-13 92613 — 18 - muenchen@degussa-goldhandel.de

Munich (Old Gold Centre): Promenadeplatz 10 - 80333 Munich
Phone: 089-1392613 — 10 - muenchen-altgold@degussa-goldhandel.de

Degussa <»
GOLD UND SILBER.

Nuremberg (shop & showroom): Prinzregentenufer 7 - 90489 Nuremberg
Phone: 0911-669 488 — 0 - nuernberg@degussa-goldhandel.de

Pforzheim (refinery): Freiburger StraBe 12 - 75179 Pforzheim
Phone: 07231-58795 - 0 - pforzheim@degussa-goldhandel.de
Frankfurt Headquarters
Kettenhofweg 29 - 60325 Frankfurt
Phone: 069-860 068 — 0 - info@degussa-goldhandel.de

Stuttgart (shop & showroom): KronprinzstraBe 6 - 70173 Stuttgart
Phone: 0711-305893 - 6 - stuttgart@degussa-goldhandel.de

Retail buying and selling outlets in Germany:

Augsburg (shop & showroom): MaximiliansstraBe 53 - 86150 Augsburg
Phone: 0821-508667 — O - augsburg@degussa-goldhandel.de

Berlin (shop & showroom): FasanenstraBe 70 - 10719 Berlin
Phone: 030-8872838 — 0 - berlin@degussa-goldhandel.de

Frankfurt (shop & showroom): Kettenhofweg 25 - 60325 Frankfurt
Phone: 069-860 068 — 100 - frankfurt@degussa-goldhandel.de

Hamburg (shop & showroom): Ballindamm 5 - 20095 Hamburg
Phone: 040-329 0872 - 0 - hamburg@degussa-goldhandel.de

Hanover (shop & showroom): TheaterstraBe 7 - 30159 Hanover
Phone: 0511-897338 — 0 - hannover@degussa-goldhandel.de

Cologne (shop & showroom): GereonstraBBe 18-32 - 50670 Cologne
Phone: 0221-120 620 - 0 - koeln@degussa-goldhandel.de

Retail buying and selling outlets around the world:

Zurich (shop & showroom): Bleicherweg 41 - 8002 Zurich
Phone: 0041-44-40341 10 - zuerich@degussa-goldhandel.ch

Geneva (shop & showroom): Quai du Mont-Blanc 5 - 1201 Genéve
Phone: 0041-22 908 14 00 - geneve@degussa-goldhandel.ch

Madrid (shop & showroom): Calle de Velazquez 2 - 28001 Madrid
Phone: 0034-911 982 900 - info@degussa-mp.es

London Sharps Pixley Ltd. (member of the Degussa Group)
Phone: 0044-207 871 0532 - info@sharpspixley.com


mailto:info@degussa-goldhandel.de
mailto:muenchen@degussa-goldhandel.de
mailto:muenchen@degussa-goldhandel.de
mailto:muenchen-altgold@degussa-goldhandel.de
mailto:nuernberg@degussa-goldhandel.de
http://www.sharpspixley.com/



