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This is a short summary of our fortnightly Degussa Marktreport.

51
46 The politically dictated lockdown has made central banks adopt a war-time
41 monetary policy all over the world. They have slashed market interest rates to
36 ' zero, or even below zero, and pumped vast amounts of newly created credit
31 ﬂ M and money into the financial system. The reason is self-evident: The lockdown
26 V crisis was about to cause the worldwide unbacked paper money system to col-
21 / \vhw‘ A lapse, causing a recession-depression on the grandest scale imaginable.
1? | | ‘ | | By providing a “safety net” to financial markets and keeping ailing debtors
0 12 14 16 18 20 afloat, central banks are preventing a “credit event”: namely that overextend-
ed borrowers go belly up as they are unable to service their debt. The monetary
EURUSD market manipulation worked. Investors regained their confidence and their
1,50 willingness to extend credit. For it is essentially credit that makes the unbacked
1.45 paper money system go round and round.
1,40
1,35 h \ The consequence of flooding financial markets with unprecedented amounts
1,30 \ of credit and money, coupled with artificially suppressed interest rates, is over-
1,25 \ consumption and malinvestment, for the lowered market interest rates tempt
1.20 people to value present consumption ever higher than future consumption,
115 and therefore to reduce savings to the benefit of consumption. People start liv-
1:(1)(5) ing beyond their means.
1,00 10 1‘2 1‘4 1‘6 1‘8 2‘0 Beyond that, artificially lowered market interest rates encourage new invest-
Source: Refinitiv; graphs by Degussa. ment spending, which is not backed by real savings. Scarce resources are
channelled into projects that would not have been attempted had central
banks not manipulated market interest rates downward; they would have been
/(*chzf)‘ zcv'v‘a”ge aga;”;;“” pefce?tz):M used for other purposes. It is against this backdrop that the economy runs up
I. In US-dollar *economic disequilibria, sowing the seeds of the next crisis.
Gold 1.928.4 1.6 8.3 27.4
i;'ﬁn’um 82951?3 fé 398_'17 e What is more, the injection of huge amounts of new money will drive up
Palladium 23997 | 4.0 24.3 338 goods prices, be it consumer, producer or asset prices such as, say, stocks,
20:;‘ - — — housing, real estate. If we assume that people will not permanently keep high-
Silver 212 48 30.8 305 er cash balances going forward, the new money balances will be put to use
E;“;Z“‘S”m Zggfo 23 12797 21:52 sooner or Iqter, meaning, they will be increasingly exchanged against vendible
11l. Gold price in other currencies ltems, pushmg up QOOdS prices.
JPY 201.284.0] 0.7 4.8 232
ESPY 112562;); :‘;j ;3 2(5"3‘ This kind of “theoretical economics” holds true even in the lockdown crisis. For
INR 1w1.9211] 19 55 322 output has contracted sharply, while monetary supply has gone up massively,
RUB 147.927.4 -0.2 16.9 52.4

Source: Refinitiv; calculations by Degussa.
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Precious metal prices (USD/oz) in the

last 7 years
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Source: Refinitiv; graphs by Degussa.

causing a colossal “monetary overhang”, which is most likely to translate into
higher goods prices across the board. This, in turn, will erode the purchasing
power of money. In other words: Central banks immensely expansionary mone-
tary policy can be expected to cause price inflation for all kinds of goods and
services.

The great victims of this monetary policy are official currencies: US dollar, Euro
& Co. Especially so as market interest rates have been pushed to basically zero,
implying negative real interest rates. In this environment — which is likely to re-
main in place for quite some time — holding gold and silver is one possibility to
escape the losses resulting from monetary debasement. The purchasing power
of gold and silver cannot be destroyed by central banks running the printing
presses.

What is more, gold and silver do not carry a credit- or default risk as, say, time
and savings deposits do. In that sense, gold and silver have a risk-return profile
that is categorically different from the one that is associated with unbacked pa-
per money. In other words: Gold and silver provide the savvy investor with in-
surance against the vagaries of the worldwide unbacked paper money regime
that is increasingly getting out of control.

We have become witnesses of a monetary policy that is about to inflate every-
thing, not only the price of gold. However, if monetary history is any guide,
there is good reason to hold gold and silver. For these precious metals have, at
least over the medium and long term, outperformed unbacked paper currencies
in times of inflation again and again. There is no convincing argument why it
should be different in the foreseeable future.
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In US-Dollar per ounce
Gold Silver Platinum Palladium
I. Actual 1928.5 25.2 890.1 2397.2
Il. Gliding averages
10 days 1904.2 24.4 871.0 2368.9
20 days 1896.8 24.0 870.8 2329.4
50 days 1926.2 25.7 906.0 2282.4
100 days 1875.4 23.0 881.8 21451
200 days 1757.4 19.6 859.8 2158.3
lll. Estimates, mid 2020 2550 48 1059 2066
) 32 91 19 -14
Band width Low High Low High Low High Low High
2310 2780 43.0 53.0 823 1295 1899 2299
(1) 20 44 71 111 -8 45 -21 -4
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 | 1624.0 21.2 749.5 2018.7
Il. Gliding averages
10 days 1618.2 20.7 740.2 2013.1
20 days 1616.0 20.4 741.8 1984.4
50 days 1632.6 21.8 767.8 1934.8
100 days 1613.4 19.7 758.5 1844.5
200 days 1555.1 17.3 761.5 1913.0
lll. Estimates, mid 2020 2300 43 950 1860
1) 42 105 27 -8
Band width Low High Low High Low High Low High
2080 2510 30.0 47.9 740 1170 1710 2070
(1) 28 55 42 126 -1 56 -15 3
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

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 -100-80 -60 -40 -20 0 20 40 60 80
S&P 500 S&P 500 L L L L L | L L L |
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 1,7 EURJPY
EURGBP 6,7 EURGBP
EURCHF -1,2 EURCHF
USDCAD 0,9 USDCAD
USDGBP -0,7 USDGBP
USDJPY -3,9 USDJPY -3,9
US gov't bond 7 - 10 yrs S 11,2 US gov't bond 7 - 10 yrs i 5.2
US gov't bond 1 - 3 yrs 3,0 US gov'tbond 1 -3 yrs 3,0 ||
Euro gov't bond 7 - 10 yrs 2,3 Euro gov't bond 7 - 10 yrs | 2,3
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 | 43 UK gov't bond 7 - 10 yrs 2.4
UK gov't bond 1 - 3 yrs 0,8 UK gov't bond 1 - 3 yrs -5,8
Japan gov't bond 7 - 10 yrs -0,1 Japan gov't bond 7 - 10 yrs 3,9
Japan gov't bond 1 - 3 yrs 0,0 Japan gov't bond 1 - 3 yrs 3,9

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/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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