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USD per ounce of silver Lately, a "price war’ has erupted among major brokers in the US. For instance,
. Interactive Brokers has announced to offer stock transactions charging zero
commission. Other brokers have also cut fees down to zero. In doing so, they
46 want to gain or retain market share. From the viewpoint of investors, this is a
41 rather pleasant development — as any fees bite into their performance figures.
36 ' Overall, this is actually what one would expect in a competitive market for
31 ﬂ M ‘commaoditised businesses’ such as brokerage: transaction costs are getting ever
26 , \N closer to zero.
2'] vwl A
16 :M,‘J VMWMMAWVL Meanwhile, the cost-cutting spree has reached the precious metal ‘paper mar-
11 MN ‘ ‘ ‘ ‘ ‘ ket’. The British bank Barclays PLC has announced to launch a zero-cost gold
09 11 13 15 17 19 and silver investment product: the Barclays iPath Gold exchange-traded note
(ETN) and iPath Silver ETN. They represent unsecured debt obligations issued by
EURUSD the bank. Both ETNs are meant to use derivatives to match the total return pro-
1,6 vided by three-month forward gold and silver prices. Competing products track
- the spot price and are backed by physical holdings of gold and silver that are
' ‘A h stored in secure vaults.
1,4 |
'3 Barclays’ ETN further opens the door to institutional investors seeking exposure
' \\ to precious metals. So far, ETFs have been providing the major inroad into gold
1.2 - A and silver for big-money investors. This may explain why in the last years a fairly
. \M m ! 'ﬂ close and positive relationship between the price of gold and gold ETF holdings
could be observed: A rise (decline) in gold ETF holdings was accompanied by an
1,0 ; ; ; ; ;

increase (fall) in the price of gold. This may be explained by the fact that fairly
large amounts of money can be moved in and out of gold ETFs in a relatively
short time. This, in turn, impacts the market price of the yellow metal substan-
tially.
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Source: Thomson Financial; graphs
by Degussa.

Precious metals prices

Actual Change against (in percent): Lo . . . .

(spot) oW 3 om Similarly, an uptick (downswing) of the market price of gold may tempt inves-
I. In Us-dollar tors to ‘play the trend’, that is putting money into gold ETFs when prices are ris-
Gold 1.505.7 -0.7 8.8 24.0 . . . . .
oo 7 | s s oy ing, and moving money out of gold ETFs when the price of gold declines. In this
Plainum 8853 6.4 6.7 59 sense, gold ETFs would not induce but aggravate swings in the gold market —
Palladi 1.649.2 0.5 6.6 52.9 . P
e and also explain the rather close and positive co-movements between gold ETF
Gold 13722 03 119 27.9 holdings and the market price of gold. In any case, it seems plausible to assume
Silver 16.2 -0.9 20.7 28.6 . H s H H H B .
o o o o that ETFs have been playing a significant role in price action in the precious
Palladum 15030 | 08 9.6 57.4 metals space.
11l. Gold price in other currencies
JPY 160.960.0 -1.3 7.3 17.4 . . . . . . .
Ny 07560| 0o 135 - Different investors typically have different objectives. Thosg .who wish to trgde
GBP 12330 | 15 126 29.7 the short-term ups and downs of the market are well-positioned when taking
INR 107.161.4 1.9 12.4 19.4 ' H I :
R8s oss0ns| 13 . 1o recourse to ETFs and other ‘gold and silver paper’ instruments. For with these,

Source: Thomson Financial; calculations by Degussa.
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they can quickly go in and out of the markets at reasonably low costs — costs
that may well go down even further in the future. Those investors, however,
who wish to keep gold and silver for the long-term, seeking insurance against
the vagaries of the world-wide unbacked paper money system, have good rea-
son to acquire gold and silver in physical form.

Contrary to ETFs and other related investment products, physical gold and sil-
ver, stored in secure vaults, do not carry any default or counterparty risk. This
issue may not rank high on investor's mind in ‘normal times’. But it indeed
would become a major issue if financial markets were to enter the next major
crisis. In such a disruption period, it is even possible that the prices of ‘paper
gold’ and ‘paper silver’, which can be so conveniently traded in ‘good times’,
start to deviate from their physical counterparts quite substantially when things
turn sour.

Thinking carefully about how to seek exposure to the gold and silver markets
should, therefore, pay off for the savvy investor. For central banks around the
world have effectively embarked upon policies for debasing the purchasing
power of money and outstanding debt instruments. Gold and silver have al-
ready become one of the very few liquid means whose values are effectively
protected against the consequences of central banks’ policies — which are most
likely pushing the prices of gold and silver further up in the years to come.

Savvy investors may well rely on gold and silver ETFs or related products if and
when they see their major risk in an upcoming inflationary regime. If, however,
they consider payment or credit defaults as a likely scenario in the next crisis
(and it will come, for sure), they might want to obtain gold and silver in physical
form. In other words, one would recommend getting physical when it comes to
gold and silver. For sure, the lure of buying gold and silver indirectly will un-
doubtedly increase for most investors when fees keep declining across the
board. However, going the extra mile and ‘getting physical’ with gold and silver
still holds value: It is and has always been the most effective insurance.



3 Deg ussa ,_:(‘> 10 October 2019
Precious metals prices
In US-dollar per ounce
Gold Silver Platinum Palladium
I. Actual 1506.1 17.7 884.8 1650.1
Il. Gliding averages
5 days 1500.1 17.5 882.2 1665.8
10 days 1501.9 17.7 906.7 1662.8
20 days 1503.2 17.8 925.3 1633.7
50 days 1502.9 17.6 897.5 1540.3
100 days 1435.8 16.4 858.9 1503.6
200 days 1366.4 15.9 849.7 1455.6
IIl. 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
(@] -4 22 -8 48 -12 12 -16 0
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 1372.7 16.2 806.4 1504.0
Il. Gliding averages
5 days 1368.1 16.0 804.6 1519.3
10 days 1370.8 16.1 827.5 1517.6
20 days 1367.2 16.2 841.5 1486.1
50 days 1358.9 15.9 811.7 1393.2
100 days 1288.3 14.7 770.7 1349.0
200 days 1217.6 14.2 7571 1296.9
IIl. 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
(€} -2 26 -5 53 -9 15 -14 3
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
-40 20 0 20 40 -40 -20 0 20 40
S&P 500 16,0 S&P 500 20,4
Nasdaq 18,7 Nasdaqg 23,1
Euro STOXX 50 13,9 Euro STOXX 50 13,9
FTSE 100 6,6 FTSE 100 6,6
DAX 13,4 DAX 13,4
Swiss Ml 16,2 Swiss Ml 19,6
Nikkei 12,4 Nikkei 19,2
Hang Seng 0,2 Hang Seng 0,5
Bovespa 14,8 Bovespa 14,2
Russia 14,2 Russia 24,6
CRB Index 1,8 CRB Index 6,1
Gold 17,4 Gold 21,7
Silver 14,6 Silver 18,9
Crude oil 2,7 Crude oil
EURUSD -4,3 EURUSD
EURJPY -6,7 EURJPY
EURGBP 0,0 EURGBP
EURCHF -3,3 EURCHF
USDCAD -2,4 USDCAD
USDGBP -4,2 USDGBP
UsbJpY -2,4 UsbJPY
US gov't bond 7 - 10 yrs 9,8 US gov't bond 7 - 10 yrs 14,2
US gov't bond 1 - 3 yrs 3,4 US gov'tbond 1 - 3 yrs
Euro gov't bond 7 - 10 yrs 4,6 Euro gov't bond 7 - 10 yrs
Euro gov't bond 1 - 3 yrs -0,2 Euro gov't bond 1 - 3 yrs
UK gov't bond 7 - 10 yrs 6,0 UK gov't bond 7 - 10 yrs
UK gov't bond 1 - 3 yrs 1,2 UK gov't bond 1 - 3 yrs
Japan gov't bond 7 - 10 yrs 1,5 Japan gov't bond 7 - 10 yrs
Japan gov't bond 1 -3 yrs 0,2 Japan gov't bond 1 - 3 yrs

Source: Thomson Financial; calculations by Degussa.
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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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Marktreport is published every 14 days on Thursdays and is a free service provided by Degussa Goldhandel GmbH.

Deadline for this edition: 10 October 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/
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