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Precious metals prices

Actual Change against (in percent):
(spot) 2W 3M 12M
I. In US-dollar
Gold 1.852,5 -4,0 31 -2,8
Silver 21,5 -10,8 -4,0 -23,2
Platinum 994,0 6,8 -2,4 -16,2
Palladium 2.028,7 -14,6 -13,7 -28,3
Il. In euro
Gold 1.761,4 -1,5 10,2 12,9
Silver 20,5 -8,4 2,5 -10,8
Platinum 945,1 9,8 4,2 -2,6
Palladium 1.929,0 -12,3 -7,7 -16,6

11l. Gold price in other currencies
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Source: Refinitiv; calculations by Degussa.
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This is a short summary of our fortnightly Degussa Marktreport.

THE FED MAKES BOOM & BUST, AND
WHAT IT MEANS FOR GOLD

Since the middle of March 2022, the US Federal Reserve (Fed) has hiked its in-
terest rate from zero to between 0.75 and 1.00 per cent, and it has indicated
that it could hike rates up to 3 per cent by the end of the year. That doesn’t
sound much. But the expectation that the Fed would end its extremely expansive
policy has already triggered something of a landslide on the financial markets:
Bond prices dropped, credit spreads widened, stock prices tumbled, prices for
bitcoin & Co plummeted, and the prices of gold and silver also fell sharply.

To better understand what rising interest rates are doing to the economy and
financial markets, one must first understand what happens when the Fed cuts
interest rates.

The Fed injects additional credit and money into the system, and this artificially
lowers market interest rates. People’s consumption increases, savings decline,
and firms launch new investment projects. The economy expands, a “boom”
sets in. However, something goes wrong. The monetary stimulus allows the
economy to live beyond its means. Eventually, the boom turns into bust. Why is
that?

After the increase in credit and money has made its way through the economy
— raising goods prices, wages, and financial asset prices, moving scarce resources
from less time-consuming production (consumer goods industry) to more time-
consuming production (capital goods industry) —, people realize that the boom
was a “one-off” experience and return to their original consumption-savings-
investment ratios.

This makes the market interest rates rise, and people increase their savings at the
expense of consumption, while firms realize that the profits of their new invest-
ments fall short of their expectations. They scale back investment and cut jobs.
The boom turns into bust.

By raising interest rates, the Fed essentially puts an end to the boom and soaring
asset prices, which were caused by lowering interest rates in the first place. In a
highly leveraged system, however, the financial and economic adjustment pro-
cess caused by a bust can be particularly painful in terms of output and employ-
ment losses and a decline in asset prices. In fact, there is good reason to believe
that the Fed could very well trigger a new financial and economic crisis by tight-
ening its policy.

Because the Fed does not know the “correct” interest rate. If it sets the interest
rate too low, goods price inflation will continue or even worsen. If it sets interest
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Precious metal prices (USD/oz), last
seven years
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rates too high, the economy tanks and financial markets collapse. The risk that
something could go wrong is enormous, especially given record levels of global
debt: It amounted to 301 trillion USD or 351 per cent of global GDP at the end
of 2021, according to the International Institute of Finance (IIF).

The huge debt burden in the global financial system suggests that the room for
interest rate hikes is relatively limited. It is not likely (from our point of view) that
central banks are willing to cause a recession and high unemployment, a major
stock market crash, a housing crisis, or a full-blown credit crunch to bring inflation
down to around 2 per cent in the near future; nor would the general public ac-
cept it.

A likely scenario is that central banks will hike interest rates a bit more, but not
to the point of “crashing the system to lower inflation.” This suggests that goods
price inflation will remain elevated for longer but may not spiral out of control.
Real interest rates, i.e. nominal interest rates net of inflation, will most likely re-
main in negative territory for years to come, especially for high-quality credit such
as government bonds. In such an environment, stock prices can continue to trend
higher after shedding their bubble element.

What role do physical gold and silver play? As long as financial markets are rea-
sonably confident that central banks can strike an acceptable balance between
raising interest rates to curb inflation and preventing the financial and economic
system from falling off the cliff, gold and silver prices may be prevented from
rising sharply for now. As noted earlier, however, the risk that central banks will
not succeed in their plans and cause a major crisis is real, and it is non-negligible.

Another major crisis could actually be deadly for the fiat money system. So there
is a case for gold and silver. From our point of view, they are currently not expen-
sive at all, especially when assessed considering the prevailing financial and eco-
nomic risk structure. With that in mind, holding gold and silver as part of one’s
liquid portfolio should ultimately prove risk-mitigating and return-enhancing for
the long term oriented investor.

* Kk
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In US-Dollar per ounce
Gold Silver Platinum Palladium
I. Actual 1853,5 21,5 994.,8 2025,7
IIl. Gliding averages
10 days 1904,8 23,6 940,6 2290,0
20 days 1931,7 24,4 958,6 2328,6
50 days 1938,0 24,8 1008,7 2456,4
100 days 1879,9 24,0 1003,4 2264,3
200 days 1835,0 23,8 1003,3 2203,9
11l. Estimates for end 2022 2100 28 1175 2261
) 13 31 18 12
Band width Low High Low High Low High Low High
1700 2280 21,0 31,0 830 1280 1650 2400
o -8 23 2 44 17 29 -19 18
V. Annual averages
2019 1382 16,1 862 1511
2020 1753 20,2 878 2180
2021 1804 25,5 1095 2422
In Euro per ounce
Gold Silver Platinum Palladium
I. Actual | 1763,1 20,5 946,3 1926,9
IIl. Gliding averages
10 days 1788,7 22,2 883,2 2150,2
20 days 1797,3 22,7 891,8 2166,5
50 days 1774,0 22,7 922,9 2247,7
100 days 1690,7 21,6 901,7 2037,9
200 days 1616,6 21,0 883,0 1941,0
11l. Estimates for end 2022 1944 26 1088 2093
) 10 27 15 9
Band width Low High Low High Low High Low High
1573 2110 19,4 28,7 760 1180 1520 2220
o -11 20 -5 40 -20 25 21 15
V. Annual averages
2019 1235 14 770 1350
2020 1535 18 769 1911
2021 1519 21 921 2035

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

™ On the basis of actual prices.
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BITCOIN, PERFORMANCE OF VARIOUS ASSET CLASSES

Bitcoin in US dollars
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Performance of stocks, commodities, FX and bonds
(@) In national currencies (b) In euro
-80 -60 -40 -20 O 20 40 60 -80 -60 -40 -20 0 20 40 60
S&P 500 71 s&P500 9 —
Nasdaq Nasdaq
Euro STOXX 50 Euro STOXX 50
FTSE 100 FTSE 100
DAX DAX
Swiss Ml Swiss MI
Nikkei Nikkei
Hang Seng Hang Seng
Bovespa Bovespa
Russia Russia
CRB Index CRB Index
Gold Gold
Silver Silver
Crude oil Crude oil
EURUSD -7.5 EURUSD
EURIPY 4,4 EURIPY
EURGBP 2,3 FURGBP
EURCHF 0,8 EURCHF
USDGBP -9,5 USDGBP
USDJPY 12,8 USDJPY
us gov'tlbond 7-10yrs -9,6 US gov't bond 7 - 10 yrs
us golv tbond 1-3yrs 2,2 US gov't bond 1 - 3 yrs
Euro gov tlbond 7-10yrs -7,4 Euro gov't bond 7 - 10 yrs
Euro go'vtbond 1-3yrs -1,2 Euro gov't bond 1 - 3 yrs
UK gov t. bond 7 - 10 yrs -5,0 UK gov't bond 7 - 10 yrs
UK gov'tbond 1- 3 yrs 1.0 UK gov't bond 1 - 3 yrs 3,3
Japan gov't bond 7 - 10 yrs -1,4 .
Japan gov't bond 1 - 3 yrs o1 Japan gov t. bond 7 - 10 yrs -5,7
Japan gov't bond 1 - 3 yrs -4,4

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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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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Retail buying and selling outlets around the world:

Zurich (shop & showroom): Bleicherweg 41 - 8002 Zurich
Phone: 0041-44-40341 10 - zuerich@degussa-goldhandel.ch

Geneva (shop & showroom): Quai du Mont-Blanc 5 - 1201 Genéve
Phone: 0041-22 908 14 00 - geneve@degussa-goldhandel.ch

Madrid (shop & showroom): Calle de Veldzquez 2 - 28001 Madrid
Phone: 0034-911 982 900 - info@degussa-mp.es

London Sharps Pixley Ltd. (member of the Degussa Group)
Phone: 0044-207 871 0532 - info@sharpspixley.com
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