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GET PHYSICAL WITH GOLD  

 

At the end of August 2020, gold stocks held by Exchange Traded Funds (ETFs) 
and Exchange Traded Commodities (ETCs) reached an all-time high of 3.844 
tonnes.  

Since the beginning of this year, inflows amounted to 622.1 tonnes in North 
America, 278.6 tonnes in Europe, 36 tonnes in Asia and 20.7 tonnes in other 
regions. The largest holdings are in the US (1,984.7 tonnes), the UK (756.6), 
Germany (392.9) and Switzerland (363.5 tonnes).  

However, in August total inflows slowed to the lowest month-on-month in-
crease in the last nine months of 38.8 tonnes (North America: +38.9 tonnes, 
Europe: minus 10.9 tonnes, Asia: +8.9 tonnes, other regions: +1.9 tonnes). 
This might be a reflection of financial markets calming down, and investors be-
coming less risk-averse.   

 1  Close correlation between gold price and Gold-ETFs   
ETF gold stock (mn ounces) and price of gold (USD/oz) 

 
Source: WGC, Refinitiv; graph Degussa. 
    
It seems that seeking exposure to the gold market via ETFs and ETCs has be-
come increasingly attractive from the viewpoint of many investors. This is true 
in particular for institutional investors, as they quite often have, due to regula-
tions, no other option to enter the gold market than via purchasing gold ETFs 
or ETCs. But also private investors seem to find gold ETFs and ETCs attractive, 
as they offer a rather convenient and low-cost strategy to participate in the 
market for gold.    
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Actual

(spot) 2 W 3 M 12 M

I. In US-dollar

Gold 1.903.1 -1.5 9.4 29.3

Silver 24.2 -9.9 32.6 42.6

Platinum 889.5 -0.6 4.9 0.9

Palladium 2.270.1 -1.2 15.7 35.6

II. In euro

Gold 1.621.3 -0.7 3.8 20.1

Silver 20.6 -9.1 25.8 32.5

Platinum 757.8 0.9 -0.6 -6.3

Palladium 1.934.0 -0.5 9.3 25.9

III. Gold price in other currencies

JPY 198.953.0 -3.1 6.3 25.0

CNY 12.909.9 -2.4 4.2 22.7

GBP 1.487.3 2.2 6.9 24.2

INR 139.963.8 1.9 6.6 34.6

RUB 144.628.3 -0.5 20.6 51.6

Source: Refinitiv; calculations by Degussa.

Change against (in percent):
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It is interesting to see that there has been a rather positive and close relation 
been the gold stocks held by ETFs/ETCs and the price of the yellow metal (see 
figure 1). This clearly begs the question of causality: Do price changes in gold 
induce changes in the demand for ETFs/ETCs? Or is the reverse true: Do chang-
es in the demand for ETFs and ETCs induce changes in the price of gold?  

There is probably no easy answer to this question. But given the latest inflows 
into gold ETCs and ETCs, it should be clear that these financial vehicles have be-
come increasingly important players in the gold market. They have not only 
simplified and broadened access to the gold market; they also have lowered the 
costs of trading gold. 

However, investors should be aware that the risk profile of holding physical gold 
(in the form of bars and coins) is rather different from investing in gold 
ETFs/ETCs. If you hold physical gold (in, say, a safe deposit box outside the 
banking system), you are not exposed to the risks that typically come with ETFs 
and ETCs – such as, for instance, counterparty risk, the risk of discrepancies be-
tween the physical gold price and an ETF/ETC share, risk that losses may occur 
from actively managed ETFs/ETCs, the risk that redemptions may be subject to 
postponements, etc. 

If the investor is interested in benefitting from gold price changes, and if they 
are not concerned by other risk factors, purchasing ETFs and ETCs are certainly 
a proper way to put this strategy into practice. If, however, the investor wishes 
to hedge against the conspicuous risks that come with today’s world-wide pa-
per money system, holding physical gold should be given priority. 

 2  Rising monetary liquidity pushes gold price up 
Price of gold (USD/oz) and US total liquidity (USD/bn) 

 
Source: WGC, Refinitiv; graph Degussa. *Monetary base plus money stock M2 (adjusted 
for cash in circulation).  
 
As a final note, gold has been an effective hedge against monetary inflation 
(see figure 2). From the beginning of 2000 until the middle of September 2020, 
the US “total monetary liquidity” has increased by around 350 per cent, and 
the price of gold has gained 570 per cent. While it may still be open for debate, 
we believe that the price of gold does not only compensate against inflation but 
also tends to reward the investor for credit risk, at least over the medium- to 
long-term. Against this backdrop, holding gold is effectively risk-reducing and 
return-enhancing for the long-term oriented investor.  
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PRECIOUS METALS PRICES 

 
  

In US-Dollar per ounce

I. Actual

II. Gliding averages

10 days

20 days

50 days

100 days

200 days

III. Estimates, mid 2020
(1)

Band width Low High Low High Low High Low High

2310 2780 43.0 53.0 823 1295 1899 2299

(1) 21 46 77 119 -7 46 -16 1

V. Annual averages

2017

2018

2019

In Euro per ounce

I. Actual

II. Gliding averages

10 days

20 days

50 days

100 days

200 days

III. Estimates, mid 2020
(1)

Band width Low High Low High Low High Low High

2080 2510 30.0 47.9 740 1170 1710 2070

(1) 28 55 45 132 -2 54 -12 7

V. Annual averages

2017

2018

2019

Source: Refinitiv; calculations and estimates Degussa. Numbers are rounded.
(1) On the basis of actual prices.

1945.8 26.7 935.5 2325.1

1943.7 26.9 928.3 2282.1

Gold Silver Platinum Palladium

1903.3 24.2 889.0 2270.2

1717.9 19.0 868.6 2121.2

2550 48 1059 2066

1937.2 25.5 920.5 2197.2

1838.5 21.4 867.0 2055.7

1268 15.8 880 1019

1382 16.1 862 1511

34 98 19 -9

1253 17.1 947 857

1645.3 22.6 791.0 1966.0

1641.5 22.8 784.0 1927.3

Gold Silver Platinum Palladium

1621.7 20.6 757.5 1934.4

1528.8 16.8 773.5 1890.9

2300 43 950 1860

1646.3 21.7 782.2 1867.1

1604.8 18.6 756.5 1793.6

1072 13 743 863

1235 14 770 1350

42 110 25 -4

1116 15 844 760
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BITCOIN, PERFORMANCE OF VARIOUS ASSET CLASSES   
Bitcoin in US dollars  

  

Source: Refinitiv; graph by Degussa.  

 

Performance of stocks, commodities, FX and bonds  

(a) In national currencies  (b) In euro  

 

 

 
Source: Refinitiv; calculations by Degussa.   
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