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This is a short summary of our fortnightly Degussa Marktreport. 

 

HOW TO NOT GET BATTERED  
US interest rates have been drifting upwards since mid-2020, but over the past 
few weeks, interest rates have skyrocketed. For instance, US 2-year interest rates 
rose from around 0.13 per cent at the beginning of 2021 to around 2.29 per 
cent in March 2022, while US 10-year interest rates went up from 0.91 per cent 
to 2.33 per cent in the same period. Of course, from a long-term perspective, 
US credit costs are still relatively low. However, the impact of such a move on 
bond prices is wild. To give an example: due to a rise in the market yield from 1 
per cent to 2 per cent, the price of a 1 per cent coupon-bearing bond with a 
maturity of 10 years would decline by around 17 per cent.  

Deflating bond prices, of course, is just one effect higher interest rates will have. 
After many years of ultra-low interest rates, the economies‘ production and 
employment structure depend on a continued low yield environment more than 
ever. While slightly higher interest rates will not necessarily upset economic ex-
pansion, the critical question is: at what point will higher credit costs trigger a 
bust? Neither the Federal Reserve (Fed) nor any other central bank, economist, 
politician, or businessman would know. The truth is that the Fed and other cent-
ral banks are pursuing a “trial and error” process when it comes to raising bor-
rowing costs.  

To make matters even more uncomfortable, the recent string of very high rates 
of consumer goods price inflation is urging monetary policymakers to accelerate 
tightening, and more aggressively so than previously intended. On the one hand, 
this is understandable: With US CPI inflation close to 8 per cent in February 2022, 
US short term interest rates are still close to a record low of minus 7.65 per cent 
in real terms; in Germany, the inflation-adjusted short-term interest rate is 
around minus 6.3 per cent. On the other hand, faster and more aggressive 
tightening of monetary policy increases the likelihood of something going 
wrong; that, shall we say, the economies fall over the cliff.  

The pressing question is: how serious are central banks about containing infla-
tion? There is no doubt that some political circles take a positive view of elevated 
inflation. For example, higher inflation reduces governments’ real debt burden, 
and under a system of progressive income taxes, inflation increasingly transfers 
resources from the private sector into the state’s coffers. As long as people are 
not complaining too loudly, however, inflationary policies can continue. What is 
more, inflationary policies can go on for quite some time if people do not under-
stand the real cause of inflation – and that is the increase in the quantity of 
money created by central banks.  

Take the current situation, for instance. The rise in inflation is, in fact, being 
attributed to rising energy costs, supply-side constraints caused by “lockdowns”, 
and, most importantly, Russia’s war against Ukraine. While all these factors can 
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Precious metals prices

Actual

(spot) 2 W 3 M 12 M

I. In US-dollar

Gold 1.929,2 -2,8 8,8 13,0

Silver 24,8 -4,1 8,6 1,5

Platinum 988,1 -8,5 5,8 -16,8

Palladium 2.256,3 -19,9 29,8 -13,9

II. In euro

Gold 1.727,1 -5,1 10,4 18,7

Silver 22,2 -6,2 10,2 6,6

Platinum 884,9 -10,6 7,0 -12,2

Palladium 2.020,0 -21,7 31,7 -9,6

III. Gold price in other currencies

JPY 234.219,0 0,6 16,7 23,9

CNY 12.233,9 -2,8 8,4 9,4

GBP 1.467,1 -3,6 10,0 18,5

INR 146.065,3 1,9 9,7 17,0

RUB 157.189,1 -37,4 20,0 21,8

Change against (in percent):
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and do contribute to raising some goods prices, it is actually central banks‘ drastic 
increase in the quantity of money that makes the „negative goods price shocks“ 
translate into inflation – i.e. a sustained rise in goods prices across the board. If 
the general public believes that „extraordinary factors“ beyond central bank con-
trol are the cause of inflation, then monetary policymakers may well continue 
with their inflation policy for longer.  

As we have pointed out in previous reports, we remain sceptical that central 
banks mean business when it comes to reducing inflation. Of course, they will 
continue to raise interest rates somewhat. But they are unlikely to be able to raise 
interest rates to a level that sufficiently reduces money supply growth and brings 
inflation back to around 2 per cent for the foreseeable future. From this perspec-
tive, elevated inflation is very likely here to stay. At the same time, central banks 
will do their best to maintain market expectations that the tightening cycle has 
just begun, lest inflation expectations spiral out of control.  

A lot can go wrong along this path. As noted earlier, policymakers could inadver-
tently crush the economies. Or the series of „negative price shocks“ will continue, 
further dramatizing the already serious inflation problem and eventually forcing 
central banks to trigger a deep recession to curb inflation. Against this backdrop 
of quite unfavourable scenarios, the investor might ask: how not to get battered? 
If one agrees that elevated inflation will persist and that central banks are unlikely 
to bring real interest rates back into positive territory, keeping money balances 
and bonds (buy-and-hold) would not be prudent. What about stocks then? 

Times of high inflation tend to be difficult for many firms. However, some of them 
(but unfortunately not all!) should be able to weather even an „inflationary 
storm“. And as long as real interest rates remain below zero, monetary conditions 
should remain favourable for stock markets. What is more, holding physical gold 
and silver is also an option for the investor seeking protection against inflation 
and the economic as well as political discontinuities it may cause. In other words, 
to avoid getting battered by inflation, you should have at least some physical gold 
and silver in your portfolio. This is not the only possible remedy, but it is a time-
tested escape route when the debasement of the purchasing power of official 
currencies is gaining momentum.  

*** 
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Source: Refinitiv; graphs Degussa.  
 
 
 
 
 
 
 
 

1050

1150

1250

1350

1450

1550

1650

1750

1850

1950

2050

15 16 17 18 19 20 21 22

12

14

16

18

20

22

24

26

28

30

15 16 17 18 19 20 21 22

500

600

700

800

900

1000

1100

1200

1300

15 16 17 18 19 20 21 22

400

900

1400

1900

2400

2900

3400

15 16 17 18 19 20 21 22



               31 March 2022 3     

    

 

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 for end 2022
(1)

Band width Low High Low High Low High Low High

1700 2280 21,0 31,0 830 1280 1650 2400
(1) -12 18 -15 25 -16 30 -27 6

V. Annual averages

2019

2020

2021

In Euro per ounce

I. Actual

II. Gliding averages

10 days

20 days

50 days

100 days

200 days

III. Estimates for end 2022
(1)

Band width Low High Low High Low High Low High

1573 2110 19,4 28,7 760 1180 1520 2220
(1) -9 22 -12 30 -14 34 -25 10

V. Annual averages

2019

2020

2021

Source: Refinitiv; calculations and estimates Degussa. Numbers are rounded.
(1) On the basis of actual prices.
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1953,2 25,3 1044,3 2593,0

Gold Silver Platinum Palladium

1928,1 24,7 984,2 2257,7

1818,8 24,0 1018,6 2252,7

2100 28,2 1175 2261

1892,7 24,3 1044,7 2439,6
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9 14 19 0
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1753,5 22,8 916,2 2192,8

1774,5 23,0 948,8 2356,3

Gold Silver Platinum Palladium

1725,6 22,1 880,8 2020,5

1583,9 20,8 886,4 1959,4

1944 26,1 1088 2093

1692,9 21,8 934,1 2183,4

1644,7 21,1 897,8 1925,1

1535 18 769 1911

1519 21 921 2035

13 18 23 4

1235 14 770 1350
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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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The Degussa Marktreport (German) and the Degussa Market Report (English) are available at:  
www.degussa-goldhandel.de/de/marktreport.aspx.   
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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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