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Precious metals prices
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This is a short summary of our fortnightly Degussa Marktreport.

PRESIDENT TRUMP IS GOOD FOR
GOLD, ORISN’T HE?

Since US President Donald J. Trump was voted into office on 3 November
2016, the price of gold has increased by 52 per cent, the S&P 500 stock market
index by 66 per cent, while the US dollar exchange rate fell by around 6 per
cent. But the question is: Does it make sense at all to suggest that President
Trump is directly responsible for financial market developments and commodity
prices? Is this a reasonable question at all?

Well, in a sense it is — as any US President certainly has had an impact on the
economic and financial conditions of his country and thus asset prices. In the
case of President Trump, he was voted into office to make a real difference. A
majority of US voters went for Trump because he promised them to change
their economic and social affairs for the better — as epitomised by President
Trump’s campaign slogan “Make America great again”.

President Trump promised big changes indeed: to “drain the swamp”, to push
back “the deep state”, to bring troops home, and to put an end to the actions
of the "globalist political elite’ that had other plans in mind than the well-being
of the average American citizen. At the same time, however, the inhibiting fac-
tors President Trump's political agenda is confronted with remain colossal. No
doubt about that.

Not only comes fierce resistance from political opponents. There is also, first
and foremost, an unbacked paper money system in place that effectively and
severely limits the room for manoeuvring in a republican system. The decade
long issue of new US dollars, created out of thin air, has facilitated an out-of-
proportion growth of the state, with the state expanding towards a “maximum
state”.

Potent special interest groups such as big business and big banking have de-
veloped a vital economic and financial interest in keeping the unbacked paper
money system going, and in particular in building an all-powerful state. For it is
the state that allows them to influence politics (taxation, regulation, etc.) in
their favour; this phenomenon is well known in economics, it is called ‘rent-
seeking’.

What is more, the economic and financial system has become addicted to ever-
greater injections of unbacked money. Once the inflow of new credit and
money dries up, the artificial boom turns into bust — which would come at a
very high economic and social price. This is why in the politically dictated lock-
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down crisis, the Trump administration decided to go “all in”, to rescue the reel-
ing unbacked paper money system at all costs.

In times of acute emergency, this is an understandable political decision. How-
ever, it would be naive to believe that it would ever be possible to push back
the state without ending the state’s money production monopoly. “He who
rides a tiger is afraid to dismount”. And indeed, it would take superhuman ef-
forts on the part of those who govern as well as the governed to put a deliber-
ate end to the unbacked paper money system and happily accept its horrors.

The longer the unbacked paper money system is kept alive, the larger the eco-
nomic and financial disequilibria will be, and the more severe will be the final
bust. To keep such a system going is like “kicking the can down the road”. But
at some point, the kicking must end. It cannot go on forever. This is what sound
money tells us. Fortunately, important changes are on their way, which could
change things for the better.

In recent years, various US States — Arizona, Idaho, Texas, and Utah, for exam-
ple — have been restoring gold and silver as money. They have exempted gold
and silver from VAT and capital gains taxes so that they can compete with the
US dollar when it comes to making payments and keeping savings. Gold and
silver coins that are issued by the US are recognised as money. People have the
freedom to make their payments with US dollars or gold and silver coins.

This is a development that should by no means be underestimated by those
holding or considering buying gold and silver. If the unbacked paper money sys-
tem is allowed to live on (by the Trump administration or any other administra-
tion), the prices for gold and silver will likely continue to trend upwards — as the
purchasing power of the Greenback will be eroded, and consequently the de-
mand for gold and silver, and thus their prices will rise.

And if the unbacked paper money system were to come crashing down — as a
result of an ‘accident’ or deliberate political efforts —, there would be just one
money left, and that is precious metal money in the form of gold and/or silver.
In such a scenario, gold and silver can also be expected to gain in purchasing
power very strongly and presumably also quite rapidly.

“President Trump is good for gold, or isn't he?” Well, | guess the answer is yes.
In case the Trump administration keeps doing everything needed to uphold the
unbacked paper money system, the consequence should be an ongoing boost
to the price of the yellow metal, for this requires the issue of ever-greater new
money balances, the suppression of market interest rates, and further accumu-
lation of ever more debt.

And in the case the US President, in his second term, becomes serious about
“deconstructing the administrative state”, the price of gold would presumably
also benefit. For then some kind of limit to money printing and strangulation of
free market forces has to be imposed, and the effect would for sure be an eco-
nomic and financial crisis, which would be potentially lethal to the unbacked
paper money system. Again, this would be positive for the gold price.

The question is: Is holding gold a win-win? Well, investors with a long-term
horizon certainly have, if it comes to structure their liquid means portfolio, good
reasons to put their trust in ‘gold money’ rather than unbacked paper curren-
cies such as US dollar, euro & co.
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In US-Dollar per ounce
Gold Silver Platinum Palladium
I. Actual 1887.4 23.6 860.6 2349.6
Il. Gliding averages
10 days 1889.3 23.6 870.5 2289.8
20 days 1916.4 25.1 901.9 2306.6
50 days 1944.6 26.0 919.9 2237.4
100 days 1857.8 22.3 878.1 2104.2
200 days 1739.7 19.3 864.9 2142.4
Ill. Estimates, mid 2020 2550 48 1059 2066
) 35 104 23 _12
Band width Low High Low High Low High Low High
2310 2780 43.0 53.0 823 1295 1899 2299
) 22 47 83 125 -4 50 -19 -2
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
I. Actual | 1605.5 20.0 732.1 1998.6
Il. Gliding averages
10 days 1613.8 20.2 743.5 1955.8
20 days 1629.1 21.3 766.6 1960.8
50 days 1647.6 22.1 779.3 1895.8
100 days 1608.5 19.3 760.2 1821.2
200 days 1543.7 17.1 768.1 1904.3
Ill. Estimates, mid 2020 2300 43 950 1860
1) 43 117 30 -7
Band width Low High Low High Low High Low High
2080 2510 30.0 47.9 740 1170 1710 2070
(1) 30 56 50 139 1 60 -14 4
V. Annual averages
2017 1116 15 844 760
2018 1072 13 743 863
2019 1235 14 770 1350

Source: Refinitiv; calculations and estimates Degussa. Numbers are rounded.

M 0n the basis of actual prices.
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BITCOIN, PERFORMANCE OF VARIOUS ASSET CLASSES
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Source: Refinitiv; graph by Degussa.
Performance of stocks, commodities, FX and bonds
(@) In national currencies (b) In euro
-100-80-60-40-20 O 20 40 60 80 -100-80 -60 -40 -20 0O 20 40 60 80
S&P 500 4’0 S&P 500 L L L L L | L L L I
Nasdaq 24,3 Nasdaq 19,4
Euro STOXX 50 -14,2 Euro STOXX 50
FTSE 100 -21,2 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
EURJPY 2,3 EURJPY
EURGBP 7.8 EURGBP
EURCHF -0,6 EURCHF
USDCAD 2,4 USDCAD
USDGBP -2,8 USDGBP
USDJPY -2,4 USDJPY
US gov't bond 7 - 10 yrs S 11,5 US gov't bond 7 - 10 yrs
US gov'tbond 1 - 3 yrs 3,0 US gov'tbond 1 - 3 yrs
Euro gov't bond 7 - 10 yrs 1,7 Euro gov'tbond 7 - 10 yrs
Euro gov't bond 1 - 3 yrs -0,4 Euro gov't bond 1 - 3 yrs
UK gov't bond 7 - 10 yrs I 38 UK gov't bond 7 - 10 yrs 4,0 fi
UK gov't bond 1 - 3 yrs 0,8 UK gov't bond 1 - 3 yrs -7.1
Japan gov't bond 7 - 10 yrs -0,2 Japan gov't bond 7 - 10 yrs 2,2
Japan gov't bond 1 - 3 yrs 0,0 Japan gov't bond 1 - 3 yrs 2,3

Source: Refinitiv; 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: 8 October 2020

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/marktreport/
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