Degussa <i» Market Report

30 July 2020

USD per ounce of gold

2000
1900
1800
1700 P!
1600 -
1500 }
1400 - }
1300 ~
1200 -
1100 i

1000 - ‘ ‘ \ \ \

-

USD per ounce of silver

51
46
41

36 + I

s L W“\
26

21 '

16

11 T T T T T

Economics - Finance - Precious Metals

—=mmi OUR TOP ISSUES oo

This is a short summary of our fortnightly Degussa Marktreport.

THE BIG SHORT IN OFFICIAL
CURRENCIES

The price of gold has hit a new record high. At the middle of this week, the
yellow metal reached a price of 1.960 USD/oz, which was well above the pre-
vious high of around 1.900 USD/oz, seen at the beginning of September 2011.
Also, the price of silver has gone up substantially. Although still well below its
all-time high of close to 50 USD/oz, as seen in April 2011, the price of silver,
now trading close to 25 USD/oz, has nearly doubled since its depressed level
seen in March 2020.

The “world gold price” reaches new highs, so does the US$ gold
price
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Actual Change against (in percent):

(spot) 2W 3M 12M
1. In US-dollar
Gold 1.958.1 8.9 24.6 38.5
Silver 24.3 30.4 74.2 49.7
Platinum 948.0 16.4 31.3 10.3
Palladium 2.252.5 14.3 -4.2 48.5
Il. In euro
Gold 1.666.1 4.7 17.0 30.6
Silver 20.7 25.2 64.0 411
Platinum 806.6 11.9 234 3.6
Palladium 1.917.0 10.0 -10.0 39.9
Il. Gold price in other currencies
JPY 205.508.0 6.9 21.6 33.7
CNY 13.702.3 8.9 232 40.8
GBP 1.510.1 6.0 19.4 29.9
INR 146.265.1 1.9 23.6 50.3
RUB 141.407.7 11.2 14.8 57.2

Source: Refinitiv; calculations by Degussa.
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Source: Refinitiv; calculations by Degussa. Indexed (5 September 2011 = 1.900).

In US-Dollar

In all currencies, excl. US-Dollar

While you may well say that ,the prices of gold and silver are on the rise”, it
would actually be more meaningful to state that ,the purchasing power of of-
ficial currencies vis-a-vis gold and silver is on the decline”, because this is what
a rising price of gold and silver in, say US dollar, euro, Chinese renminbi, Japa-
nese yen or Swiss franc, stands for: The higher the prices of these precious
metals, the lower the exchange value of official currencies.

It is not only rising prices of precious metals that indicate official currencies’
loss of purchasing power. Basically, all other goods prices rise as well, most no-
tably asset prices: The prices of stocks, bonds, housing, and real estate go up
as well. This means that you can buy fewer and fewer stocks, bonds, and
houses with a given official currencies unit. From this perspective, you can
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Precious metal prices (USD/0z) in the
last 7 years
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Source: Refinitiv; graphs by Degussa.

rightfully conclude that a true and broad-based debasement is going on as far
as the world’s major official currencies are concerned.

Of course, this is not what most people would wish for, as they prefer to hold a
kind of money that doesn’t go down in value; money that actually preserves its
purchasing power over time, that certainly does not depreciate over time. Un-
fortunately, however, central banks have been debasing their official currencies
over the last decades. To make things worse, the monetary debasement has
gathered speed due to the consequences of the politically dictated lockdown
crisis.

Central banks around the world print up ever greater amounts of money to
make up for lost incomes and profits, in particular in the United States of Amer-
ica and Europe. The rise in the quantity of money will, as an economic law,
cause the exchange value of the money unit to go down — either in absolute
terms or in relative terms (that is by keeping money prices at a higher level
when compared to a situation in which the quantity of money had not been in-
creased).

It is against this background that the rise of goods prices in terms of official cur-
rencies can be made sense of: Due to central banks’ monetary policies for de-
basing the purchasing power of official currencies people increasingly seek to
hold assets such as, say, stocks, and housing that are considered to be ‘inflation
protected’. The rising prices for these assets benefit those holding these assets,
but they are expressive of a loss of wealth for those holding money.

In a world in which central banks have pushed market interest rates to zero,
which also contributes to asset price inflation, there are good reasons for the
savvy investor to keep his or her liquid means in gold and silver rather than stick
to official currencies — be it in the form of cash or bank deposits. The value of
gold and silver cannot be debased by central bank policies, and these precious
metals do not carry a credit- or payment default risk.

That said, there is good reason to go short official currencies. In practical terms,
this means that one is well advised to keep money holdings to a (transaction
purpose related) minimum; to live up the harsh reality that official currencies
cannot serve as store of value; and that holding physical gold and silver is one
effective possibility to counter the effects stemming from central banks’ infla-
tionary policies which, and unfortunately so, are unlikely to end anytime soon.

No doubt, the prices of gold and silver have gone up quite significantly in a rela-
tively short period. As a result, investors should not be too surprised if and
when a setback kicks in. However, central banks’ ongoing inflationary monetary
policies provide strong support for the outlook that the underlying price trend
for precious metal will continue to point upwards.

In particular for long-term oriented investors, gold and silver should be consid-
ered not only as liquid but also as risk-reducing and return-enhancing compo-
nents for the asset portfolio; especially so in times of an unfolding big short in
official currencies.
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In US-Dollar per ounce
Gold Silver Platinum Palladium
I. Actual 1957.5 24.3 946.2 2252.3
Il. Gliding averages
10 days 1861.6 21.6 879.1 2119.6
20 days 1826.9 20.0 854.8 2029.7
50 days 1770.9 18.6 836.3 1971.0
100 days 1713.8 16.7 789.8 1974.9
200 days 1623.4 171 863.6 2040.0
I1l. Estimates, end 2020 2040 25 1256 1536
(1) 4 2 33 -32
Band width Low High Low High Low High Low High
1710 2230 19.8 28.8 1020 1492 1300 1772
(1 -13 14 -18 19 8 58 -42 -21
V. Annual averages
2017 1253 17.1 947 857
2018 1268 15.8 880 1019
2019 1382 16.1 862 1511
In Euro per ounce
Gold Silver Platinum Palladium
l. Actual | 1666.4 20.7 805.5 1917.4
Il. Gliding averages
10 days 1611.2 18.7 760.7 1834.1
20 days 1598.3 17.5 747.6 1775.0
50 days 1569.3 16.4 741.1 1746.5
100 days 1545.3 15.0 711.7 1781.3
200 days 1465.4 15.5 779.5 1842.5
I1l. Estimates, end 2020 1910 23 1180 1440
o) 15 13 46 25
Band width Low High Low High Low High Low High
1600 2090 18.6 271 950 1400 1220 1660
(1) -4 25 -10 31 18 74 -36 -13
V. Annual averages
2017 1116 15 844 760
2018 1072 13 743 863
2019 1235 14 770 1350

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

() On the basis of actual prices.
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BITCOIN, PERFORMANCE OF VARIOUS ASSET CLASSES

Bitcoin in US dollars
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Source: Refinitiv; graph by Degussa.

Performance of stocks, commodities, FX and bonds

(a) In national currencies (b) In euro
-80-60-40-20 0 20 40 60 -80 -60 -40 -20 0 20 40 60
sePs500 04| S&P 500 0,4
Nasdaqg 15,9 Nasdaq 15,9
Euro STOXX 50 -11,3 Euro STOXX 50 -11,3
FTSE 100 -18,6 FTSE 100 -18,6
DAX -3,3 DAX -3,3
Swiss Ml -3,4 Swiss Ml -3,4
Nikkei 7,6 Nikkei 7,6
Hang Seng -11,7 Hang Seng
Bovespa -10,0 Bovespa
Russia -4,5 Russia
CRB Index CRB Index
Gold Gold
Silver Silver
Crude oil Crude ol
EURUSD EURUSD 4,8
EURIPY EURIPY 1,2
EURGBP EURGBP 7,2
EURCHF EURCHF -0,9
USDCAD USDCAD 2,8
USDGBP USDGBP -2,2
usbJpy -3,4 usbJpy -3,4
US gov'tbond 7 - 10 yrs S 11,9 US gov't bond 7 - 10 yrs S 11,9
US gov'tbond 1 - 3 yrs 3,0 US gov'tbond 1 - 3 yrs 3,0
Euro gov't bond 7 - 10 yrs 1,7 Euro gov't bond 7 - 10 yrs 1,7
Euro gov't bond 1 - 3 yrs -0,2 Euro gov't bond 1 - 3 yrs -0,2
UK gov't bond 7 - 10 yrs 1 47 UK gov't bond 7 - 10 yrs | 47
UK gov't bond 1 - 3 yrs 0,9 UK gov't bond 1 -3 yrs 0,9
Japan gov't bond 7 - 10... 0,0 Japan gov't bond 7 - 10 yrs 0,0
Japan gov't bond 1 - 3 yrs 0,0 Japan gov't bond 1 - 3 yrs 0,0

Source: Refinitiv; 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



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
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