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The LBMA Webinar "2021 Price Forecast Review" took place on 1 April 2021.
USD per ounce of silver Moderator Fre,demc Palnlzzut.’u (MKS Switzerland) hosted Rhonal O'Connell
(Stone X), René Hochreiter (Sieberana Research) and Thorsten Polleit (Degussa)
51 for a discussion of the key factors and drivers underpinning their precious met-
46 als price forecasts for 2021. For the video, please click here.
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' ! In this context, we would like to add some remarks on the relationship be-
1,10 . .
Vo5 tween the price of gold and interest rates. In general, one would expect a neg-
1'00 ative relationship between the two. That is, if interest rates rise (fall), the price
11 13 15 17 19 21 of gold should go down (go up). The reason being is that interest rates repre-
Source: Refinitiv; graphs by Degussa. sent (one type of) opportunity costs: When you are holding gold, you forgo in-
come you could possibly earn from holding coupon-bearing securities.
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(spot) | 2w 3M 12M In a world where people are not fooled by "money illusion", real (i.e. inflation-
e — = adjusted) rather than nominal interest rates matter. Because what people are
Silver 25.2 4.0 4.4 677 interested in is real rather than nominal income. If the interest rate is, say, 10
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Source: Refinitiv; calculations by Degussa.
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Precious metal prices in the last six
years (USD/oz)
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term play", and its relevant opportunity costs being represented by long-term
yields (in real terms)?

Suppose today's ten-year nominal yield on government bonds is, say, 2 per
cent. Current CPl inflation is, say, 1.5 per cent, so the bond's real yield is 0.5 per
cent. Does that mean that you lock in a 0.5 real return per annum if you buy
the bond today? The answer is no. Because such an assumption actually implies
that you can re-invest all the coupon payments at a real rate of 0.5 per cent.
But is that a reasonable assumption?

It is not. Because CPI inflation could rise in the years to come, which would re-
duce your real rate of return, and it could even turn it into a negative real re-
turn. Also in this context, one can have serious doubts that CPl is the "correct"
measure for the decline in the purchasing power of money. This is, for instance,
because CPI does not include asset prices and therefore ignores asset price infla-
tion, which contributes to the erosion of the purchasing power of money.

What is more, the central bank may not set its short-term rate in the future as it
is expected today. It may reduce the short-term interest rate, or it may not raise
it to the level implied by today's nominal bond yields. This, in turn, would also
result in an ex-post real interest rate that is perhaps (much, much) lower than
what today's bond yield implies. In other words, you are well-advised to ques-
tion current spot interest rates as an unbiased predictor of future long-term (re-
al) interest rates.

The experience in recent years has demonstrated that bond markets have virtu-
ally always overestimated the level of the Fed's short-term interest rates: While
markets expected short-term interest rates to rise, the Fed had actually cut
them. That said, bond investors can be expected to have been widely disap-

(c) Platinum pointed as far as their ex-post real yields were concerned. Reality may even have
1300 delivered them negative real yields.
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Source: Refinitiv; graphs by Degussa.
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We argue that there are good reasons for precious metals investors to focus on
short-term real interest rates as their relevant, their "true" opportunity cost fac-
tor. US real short-term yields, calculated on the basis of CPI, averaged minus
0.40 per cent in the period January 2000 to February 2021. From August 2008
until today, the average was minus 1.2 per cent.

Given the grave problems in the international financial architecture and eco-
nomic system, chances are that short-term interest rates in real terms will re-
main negative or fall even further into negative territory.

This, in turn, is a strong argument for holding physical gold and silver as part of
your portfolio. At current prices, holding physical gold and silver is a great way
to reduce your portfolio risks while contributing to a higher portfolio return.
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In US-Dollar per ounce
Gold Silver Platinum Palladium
I. Actual 1742.3 25.2 1223.9 2616.4
Il. Gliding averages
10 days 1723.9 24.8 1193.3 2626.7
20 days 1726.8 25.3 1193.8 2578.1
50 days 1763.1 26.3 1191.1 2436.4
100 days 1809.9 25.7 1114.5 2397.5
200 days 1859.2 25.0 1005.0 2315.8
lll. Estimates for end 2021 2448 47 1272 2710
o) 41 87 4 4
Band width Low High Low High Low High Low High
1750 2684 23.0 55.1 950 1472 2280 2910
) 0 54 -9 119 -22 20 -13 11
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 | 1467.8 21.2 1031.1 2204.2
Il. Gliding averages
10 days 1462.5 21.1 1012.3 2228.4
20 days 1457.5 21.4 1007.6 2176.3
50 days 1471.7 21.9 994.4 2035.2
100 days 1501.5 21.3 925.1 1990.2
200 days 1564.3 21.0 844.3 1947.2
lll. Estimates for end 2021 2044 39 1062 2263
o) 39 85 3 3
Band width Low High Low High Low High Low High
1470 2260 19.0 46.6 800 1240 1920 2450
) 0 54 -10 119 -22 20 -13 11
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
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(b) In euro
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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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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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