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oo The Gold Bull Market Is Back
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800 09 11 13 15 17 19 There is this humorous saying: “It walks like a duck, it sounds like a duck, and it
walks like a duck. Maybe it is a duck?” The prices of gold and silver have gone

USD per ounce of silver up quite substantially since June, with gold for the first time since 2013 trading

at around 1.500 USD/oz; silver trades close to 17 USD/oz. Where do we go

This is a short summary of our fortnightly Degussa Marktreport.

> from here? The rise in the price of gold appears to be a “catch up” price
46 movement. Gold has been trading at what appears to be a discount for quite a
41 while. As we pointed out in our Degussa Market Report on 25 April 2019, at
36 | that time, the fair price of gold would have been around 1.500 USD/oz.' We
31 M now consider it necessary to raise this estimate.
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1. In US-dollar
Gold 1.514.8 6.8 18.0 26.2 . . ) .
Silver 173 54 156 19.1 Many factors are now in place that suggest an ongoing increase in the demand
Platinum  852.1 -0.9 38 8.9 for gold, which should translate into higher prices going forward. Consider the
Palladi 1.436.9 -6.4 3.5 46.5 . . . . .
o confrontation between the US and China potentially having negative conse-
Gold 13549 | 63 18.4 31.0 quences for the world economy; it could prove to be lethal to the current busi-
z:'avjn’um o o o ness cycle. Most importantly, however, monetary policies around the world ap-
Palladium 12850 |  -6.7 39 523 pear to be more than ever obsessed with bringing down market interest rates.
IIGoldlpricelinlotherjcumencies The European Central Bank (ECB) is about to push euro interest rates even fur-
JPY 160.510.0 4.2 12.2 20.4
CNY 10.634.3 9.0 23.0 29.7
GBP 1.254.6 9.6 27.4 35.5
INR 107.960.8 1.9 20.8 26.6
RUB 905914 109 202 2.9 ! See Degussa Market Report, 25 April 2019, A Sound Investment Rationale For Gold.

Source: Thomson Financial; calculations by Degussa.


https://www.degussa-goldhandel.de/wp-content/uploads/2019/04/degussa-marktreport-engl-25-04-2019.pdf
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Precious metal prices (USD/oz) in the
last 4 years
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ther into negative territory, perhaps as early as September.

By cutting the Federal Funds Rate in July, the US Federal Reserve has heralded a
new easing cycle. In Japan, market interest rates are already creeping along the
zero line, and even China’s next monetary policy move might soon bring lower
credit costs. With the world’s interest rates heading to zero or even below zero,
official currencies can no longer be viewed as a reliable store of value. With
market interest rates at or below zero, and consumer and asset price inflation
continuing, cash and liquid bank deposits will lose their purchasing power. This
means that monetary policies cut down on the number of secure and liquid as-
sets available for private and institutional investors.

We think that this development will almost certainly cause the structural de-
mand for gold in the portfolios of private and institutional investors to increase.
This, in turn, is most likely a major force that will boost the price of gold in the
months ahead. As you will see on page 3, we nudged our price estimate for
gold up to around 1.690 USD/oz towards the end of 2020, with the silver price
expected to move towards 23 USD/oz. Of course, the usual caveats apply: Any
forecast, especially for precious metal prices, comes with a great deal of uncer-
tainty. However, we are convinced that our price estimates will most likely turn
out to be fairly conservative.

We identified a more or less stable long-standing relationship between the gold
price and various determining factors. Subsequently, we assumed that the
(world) monetary supply will continue to move along the expansion trajectory
observed over the past years, while assuming that interest rates and credit costs
will remain at current levels. That said, we feel that the inevitably inherent “er-
ror” of such an estimate is most likely on the downside, meaning that precious
metal prices might well turn out to be somewhat higher, or in the case of an
escalating crisis significantly higher than predicted.

Against this backdrop, we feel comfortable to encourage investors to keep their
gold and silver holdings or even increase them further at current prices. We do
not only think that there is an attractive upward price potential for gold and sil-
ver, but we also think that these monetary metals are a natural substitute for
time- and savings deposits held with banks. Finally, the savvy and long-term ori-
ented investor should keep in mind that gold and silver cannot be debased by
monetary policies, and that they also do not carry a default risk as bank depos-
its and short-term debt paper do.
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Precious metals prices
In US-dollar per ounce
Gold Silver Platinum Palladium
I. Actual 1515.0 17.2 844.4 1427.8
Il. Gliding averages
5 days 1486.5 16.8 854.4 1428.2
10 days 1456.9 16.6 857.6 1458.7
20 days 1438.9 16.4 855.4 1495.1
50 days 1400.7 15.6 830.5 1488.0
100 days 1343.9 15.2 844.2 1429.5
200 days 1309.9 15.2 831.4 1381.2
Il Estimate for end 2020 1690 22.9 930 1570
Bandwidths Low High Low High Low High Low High
1440 1840 16 26 780 990 1380 1650
(1) -5 21 -5 53 -8 17 -3 16
IV. Annual averages
2016 1242 17.0 985 617
2017 1253 17.1 947 857
2018 1268 15.8 880 1019
In euro per ounce
Gold Silver Platinum Palladium
I. Actual 1360.6 15.4 758.3 1282.3
II. Gliding averages
5 days 1327.5 15.0 763.0 1275.4
10 days 1305.9 14.9 768.8 1307.7
20 days 1287.6 14.6 765.4 1337.8
50 days 1246.3 13.9 739.0 1323.9
100 days 1196.9 13.6 751.9 1273.1
200 days 1159.7 13.5 736.0 1223.0
Ill. Estimate for end 2020 1580 22 870 1470
Bandwidths Low High Low High Low High Low High
1350.0 1730.0 15.3 24.8 730.0 930.0 1290.0 1550.0
(1) -1 27 -1 61 -4 23 1 21
IV. Annual averages
2016 1120 15 888 557
2017 1116 15 844 760
2018 1072 13 743 863

Source: Thomson Financial; own calculations and estimates. Numbers are rounded.

) 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; graph by 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 -3,4 EURCHF
USDCAD -2,4 USDCAD
USDGBP -5,5 USDGBP
UsbJpPY -3,3 USDJPY
US gov't bond 7 - 10 yrs 8.3 US gov't bond 7 - 10 yrs 10,9
US gov't bond 1 - 3 yrs 2,8 US gov'tbond 1 - 3 yrs 5,4
Euro gov't bond 7 - 10 yrs 5,1 Euro gov't bond 7 - 10 yrs 5,1
Euro gov't bond 1 - 3 yrs 0,1 Euro gov't bond 1 - 3 yrs 0,1
UK gov't bond 7 - 10 yrs 5,1 UK gov't bond 7 - 10 yrs 2,0
UK gov't bond 1 - 3 yrs 1,0 UK gov't bond 1 - 3 yrs -2,1
Japan gov't bond 7 - 10 yrs 1,3 Japan gov't bond 7 - 10 yrs 4,6
Japan gov't bond 1 - 3 yrs 0,2 Japan gov't bond 1 - 3 yrs 3,4

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/de/marktreport.aspx.
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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.
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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/
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