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The gold price reached an all-time high of 2,047.55 USD/oz on August 5,

! 2020. Since then, it has fallen approximately 20 per cent by the beginning of
a6 March 2021. The decline may have caught quite a few precious metals inves-
41 tors (including the author) off guard. In hindsight, it is quite obvious what
36 1M | caused the gold price decline: interest rates. As shown in the chart below, US
31 - capital market yields started rising around August 2020, accompanied by a fall-

ing gold price.
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Actual Change against (in percent):
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Precious metal prices (USD/oz) in the
last 7 years
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additional factors may have been at work. As things stand, however, the inter-
est rate environment can be expected to play a very important role for the price
of gold at this point.

The key question is: How high will the interest rates go? The answer to this
question, of course, lies with the Federal Reserve (Fed). The Fed’'s most pressing
concerns are to keep the economy going and to prevent the debt pyramid from
collapsing. Against this backdrop, the consideration of higher interest rates does
not seem to be on the Fed's wish list. At the same time, maintaining the world’s
confidence in the Greenback may require somewhat higher rates at some point.

However, the interest rate environment does not necessarily have to continue to
pose a challenge to the price of gold. In fact, we would consider the current
price of gold to be relatively cheap — when compared with, for instance, the ex-
pansion of the money stock (see figure 2). Of course, it cannot be ruled out that
the gold price might experience further setbacks in the short run. However, for
long-term investors, we believe that the current gold price offers an attractive
risk-return profile.

As economies appear to be recovering from politically dictated lockdowns and
stock markets are rising sharply, investors should not lose sight of the fact that
the ongoing recovery is fuelled by an unprecedented monetary stimulus and se-
rious manipulation of the credit market. It would be a surprise if the currently
pursued policies did not create new problems, such as stimulating overcon-
sumption and malinvestment, which will cause major shocks further down the
road.

Interest rates up, gold price down
US money stock M2 (US-dollar bn) and gold price (USD/oz)
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Source: Refinitiv; graph Degussa. Dotted line: Assuming the Fed monetizes the 1.9 trillion
US dollar fiscal package.

As history has convincingly shown, gold acts as portfolio insurance. It cannot be
debased by central banks running the printing presses and is not subject to de-
fault like bank deposits. When is the best time to buy insurance? The answer is
in good times when people feel that central banks will successfully fend off any
potentially developing crisis! Those times are already here, or at least we are
edging ever closer.
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In US-Dollar per ounce
Gold Silver Platinum Palladium
I. Actual 1724.6 26.2 1202.6 2301.8
Il. Gliding averages
10 days 1730.1 26.4 1186.3 2357.0
20 days 1768.9 26.9 1221.5 2363.7
50 days 1823.6 26.5 1146.5 2358.2
100 days 1845.4 25.5 1049.8 2350.7
200 days 1860.4 24.2 965.8 2247.9
lll. Estimates for end 2021 24438 47 1272 2710
) 42 80 6 18
Band width Low High Low High Low High Low High
1750 2684 23.0 55.1 950 1472 2280 2910
(1) 1 56 -12 111 -21 22 -1 26
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 | 1446.9 22.0 1009.0 1931.2
Il. Gliding averages
10 days 1437.3 21.9 985.4 1958.2
20 days 1464.6 22.3 1011.3 1957.3
50 days 1504.7 21.9 946.3 1946.0
100 days 1533.1 21.1 871.2 1952.7
200 days 1573.3 20.4 814.9 1898.6
Ill. Estimates for end 2021 2044 39 1062 2263
(1) 41 79 5 17
Band width Low High Low High Low High Low High
1470 2260 19.0 46.6 800 1240 1920 2450
o) 2 56 -13 112 -21 23 -1 27
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

\
Ly 60000
ol
I 50000
Q
!
40000 i
Q,
Ly
O
O 30000
Q 20000
10000 | M— A
Moy
0 T J‘v\_“ T T T T T T
12 13 14 16 17 18 19 20 21
Source: Refinitiv; graph by Degussa.
Performance of stocks, commodities, FX and bonds
(a) In national currencies (b) In euro
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S&P 500 S&P 500
Nasdag Nasdag 4,3
Euro STOXX 50 Euro STOXX 50 5,2
FTSE 100 FTSE 100 8,4
DAX DAX 6,0
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 EURJPY
EURGBP EURGBP
EURCHF EURCHF
USDCAD USDCAD
USDGBP USDGBP
USDJPY USDJPY
US gov't bond 7 - 10 yrs US gov't bond 7 - 10 yrs -1,0 |
US gov'tbond 1 -3 yrs US gov'tbond 1 - 3 yrs 2,4
Euro gov't bond 7 - 10 yrs Euro gov't bond 7 - 10 yrs 1,2 |
Euro gov't bond 1 - 3 yrs Euro gov't bond 1 - 3 yrs -0,3
UK gov't bond 7 - 10 yrs UK gov't bond 7 - 10 yrs 1,6
UK gov't bond 1 - 3 yrs UK gov't bond 1 - 3 yrs 4,0
Japan gov't bond 7 - 10 yrs -0,6 Japan gov't bond 7 - 10 yrs -5,5
Japan gov't bond 1 - 3 yrs 0,0 Japan gov'tbond 1 - 3 yrs -5,0

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/
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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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