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“Perseverance is rewarded sooner or later — but mostly later.”

36 —Wilhelm Busch
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'H I »MARKET TIMING*
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Who doesn’t want that: sell when prices are at their highest and buy when
21 prices are at their lowest? If investors succeed in such “market timing”, they

very few master market timing. Most investors fail to systematically sell high and
buy low. This is not just an interesting finding but also an important one, as
poor market timing can result in significant capital losses. To explain this fur-

16 can achieve substantial returns. But unfortunately, experience shows that only
1
1
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EURUSD ther, here is a simple example.
1,40
1,35 EJ Example of “unsuccessful market timing”
1,30 Number of Investment Book profit / Realised profit /
1,25 Price shares amount loss loss
120 Buy 100 100 10000
' Hold 80 100 8000 -2000
115 Hold 50 100 5000 -5000
1,10 Hold 30 100 3000 -7000 .
1,05 Sell 30 100 3000 -7000 -7000
1,00 Wait 40 0 0
Buy 55 54 2970
095 mr— 7 Wait 120 54 6480 3520
13 14 15 16 17 18 19 20 21 22 23
Source: Refinitiv; graphs by Degussa. Retun in %
Buy-and-hold 20
Edelmetallpreise Market Timing' -35
Aktuell | Veranderungen gegentber (in Prozent):
- Douar(SF’m) 2w 3M 12M _ Let's say you invest 10,000 euros in stocks. You buy 100 shares at 100 euros
Gold 18348 | 48 12,3 38 per share. After the purchase, you see the price drop (unexpectedly) to 80 eu-
oo o | o b i ros. Your book loss is 2,000 euros, but you are holding on to your position. The
Palladium  1467,2 | -9 -20,3 -41,0 share continues to fall to 50 euros. You still do not sell. The shares continue to
II. In Euro : H
o TR Y = o fall to 30 euros. Now you are qglte despgrate and sell since you want to prevent
Silber 20,1 7,5 36 7,9 further (book) losses. Your realized loss is 7,000 euros. Then the stock goes up
lati 864,0 -7,2 -7.8 -7, . ] r H H
I B s e again. But you don't trust the market, so you don't buy it. The share price con-
I1l. Goldpreis in anderen Wahrungen tinues to rise, and you finally purchase the stock at 55 euros. At this price, how-
JPY 244874,0 -2,2 0,8 11,6
Ny s [ 52 40 ever, you can only buy 54 more shares — after all, you have lost 7,000 euros of
Gep 15210 | -2 6.9 7.0 your initial capital. Then, the stock price rises to, say, 120 euros. Your stock
INR 151955,3 1.9 12,4 5,5 - .
RUB g 369 292 portfolio is now worth 6,480 euros — a negative return of 35 per cent for you. If

Quelle: Refinitiv; Berechnungen Degussa. you had opted for buy-and-hold, you would have a nice return of 20 per cent.
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Precious metal prices (USD/oz), last

seven years
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One more thing to remember when it comes to market timing: Often, only rela-
tively few trading days are of outstanding importance for the overall investment
success. Allow me to illustrate this, for example, for the gold market. Fig. 2
shows the daily price changes in the price of gold (in USD/0z) in per cent for the
period January 1, 1999, to January 27, 2023. On average, prices increased by
0.035 per cent per day. You can also see that gold prices have fluctuated signifi-
cantly daily — with strong up- and downswings.

3 some trading days are more important than others ...
Daily changes in the price of Gold (USD/oz) in per cent
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Source: Refinitiv; graph Degussa. (" Period: January 1, 1999, to January 27, 2023. 6280 data points,
daily data.

This, in turn, suggests that the return on a gold investment over the period un-
der review may have been significantly impacted by price movements occurring
in a relatively small number of days. To put this into numbers, we looked at the
impact had the investor missed the peak return days. The result is shown in Fig.
3. Had the investor bought an ounce of gold (in USD) in early 1999 and held it
until January 27, 2023, the average annual return would have been 7.9 per
cent. On the other hand, had he/she used a market timing strategy instead of a
“buy-and-hold” strategy and missed the five “best” days (i.e. the days when the
gold price has risen the most), the annual average return was only 6.5 per cent.

E] Investment return on gold depending on the number of “missed best
trading days”
Average annual returns for gold (in USD/oz) in per cent
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Source: Refinitiv; graph Degussa. (" Period: January 1, 1999, to January 27, 2023. 6280 data points,
daily data.
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Had the gold investors missed the top 10 (highest-yielding) days, their annual-
ized return would have fallen to 5.4 per cent, and had they missed the top 30
days, their return would have been a mere 2.0 per cent.

But which days turned out to be particularly profitable? Since you couldn’t an-
swer this question in advance, the honest answer is: you don’t know ex-ante! At
first glance, the yield losses caused by unfortunate market timing might appear
“small” and manageable. But that would be a short-sighted view. Even a few
percentage points are extremely significant for the investment performance over
several years. This becomes clear when we calculate the investment success in
USD amounts corresponding to the various returns. For example, had the inves-
tor invested $100 in gold in early 1999 and held his gold until the end of Janu-
ary 2023, it would be worth $670 (Figure 4).

] Investment gains on gold - depending on the number of ,missed best
trading days”
The outcome of 100 USD invested )

800
~00 670,1
600
“00 481,0
400 373,1
295,4

300 238,7
200 162,8
100 I

0 T T T T T

Total best 5 days best 10 days best 15 days best 20 days best 30 days

Source: Refinitiv; graph Degussa. (" Period: January 1, 1999, to January 27, 2023. 6280 data points,
daily data.

Had the investor missed the best 5 days, $100 would have turned into only
$481; $100 would have only turned into $373 without the best 10 days, and
just under 163 USD without the best 30 days. Apparently, market timing (as in
this example) can reduce the investor’s return substantially if it is not applied
successfully. This is not to say that the investor should not engage in market tim-
ing. The investor should only be aware of the special (and often overlooked)
risks of loss and consequently only engage in market timing if they are reasona-
bly sure they have mastered it.

] ,BUY-AND-HOLD*

The alternative to market timing is “buy and hold”. However, the success of a
buy-and-hold strategy is not a foregone conclusion but depends on a few condi-
tions that must be met. For example, the investor must not buy “too expen-
sive”: The shares of the best company, or an ounce of gold, for that matter, are
not an attractive investment if they were bought at too high a price. In addition,
the investment must generate a cash flow and/or offer the prospect of an up-
ward trend in price over time. For example, this condition is met for many stocks
(but not all). What about precious metals, especially gold?
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Gold does not actually generate any cash flow. But — and experience of the past
few decades shows this — the price of gold has continued to rise over time, albe-
it with fluctuations. This finding can be explained, in particular, by the conse-
guences of the worldwide fiat money system. The relentless increase in the
money supply it relies on has been shown to drive up the prices of all commodi-
ties, including the price of gold, over time. In addition, gold continues to be
traded as a “close-to-money” good. It serves many investors as a form of saving,
a “safe haven”, and a kind of insurance against economic and political risks.

[ Rising Money Stock, Increasing Gold Price
,Broadly defined” money stock in the OECD and the price of gold (in USD/oz) ")
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Source: Refinitiv; graph Degussa. (" Money stock indexed (January 1980 = 100).

Against this background, it is anything but surprising that the price of gold has
risen in the course of the relentless, chronic increase in the money supply — as
Fig. 5 illustrates. Both the money supply in the OECD and the price of gold
(USD/oz) have increased over time; they were on the same wavelength, so to
speak. However, the synchronization of the two time series was anything but
perfect. And while the money supply increased by 396 per cent from early 2000
to October 2022, the price of gold increased by 481 per cent (or 567 per cent
by January 2023). So the price of gold has more than compensated the gold
holder for the continued monetary expansion.

Looking at recent data points in Fig. 5, gold price growth has lagged behind
money supply growth since early 2021. Against what has been said so far, in
our opinion, the gold price still has considerable potential for appreciation. The
increasing problems in the international credit and monetary architecture and
the expected upward pressure on the price of gold are not even considered in
this assessment. ‘Buy-and-hold gold’ strikes us as a viable strategy for the years
to come that should prove to be risk-reducing and reward-enhancing for the in-
vestment portfolio. The conclusion is buy gold and hold it sufficiently long!

* k%
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In US-Dollar per ounce
Gold Silver Platinum Palladium
I. Actual 1834,5 21,5 924,9 1465,8
Il. Gliding averages
10 days 1877,8 22,4 981,4 1619,4
20 days 1901,8 23,1 1005,7 1655,9
50 days 1857,9 23,4 1021,0 1731,5
100 days 1780,3 21,9 986,6 1863,6
200 days 1775,9 21,0 949,5 1945,5
11l. Estimates for end 2023 2200 29 1250 1450
0 20 35 35 -1
Band width Low High Low High Low High Low High
1900 2360 23,3 32,9 1060 1380 1300 1670
m 4 29 8 53 15 49 -11 14
V. Annual averages
2020 1753 20,2 878 2180
2021 1804 25,5 1095 2422
2022 1798 21,7 956 2154
In Euro per ounce
Gold Silver Platinum Palladium
I. Actual 1712,7 20,1 863,5 1368,5
Il. Gliding averages
10 days 1742,8 20,8 910,7 1502,8
20 days 1758,7 21,3 929,9 1531,1
50 days 1734,0 21,9 953,1 1617,0
100 days 1714,3 21,0 950,1 1803,2
200 days 1719,6 20,3 919,2 1890, 1
11l. Estimates for autumn 2023 2100 28 1200 1392
0 23 39 39 2
Band width Low High Low High Low High Low High
1820 2300 22,4 31,6 1010 1320 1240 1600
) 6 34 12 57 17 53 9 17
V. Annual averages
2020 1535 18 769 1911
2021 1519 21 921 2035
2022 1704 21 905 2041

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

' 0On 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

-30-20-10 0 10 20 30 4
s&P500 102
Nasdaqg 14,3
Euro STOXX 50 8,0
FTSE 100 6,8
DAX 10,9
Swiss Ml 5,0
Nikkei 5,4
Hang Seng 5,2
Bovespa -1.7 1
Russia I 23
CRB Index 1,5
Gold 0,5
Silver  -10,4 j
Crude oil -0,7
EURUSD 0,1
EURJIPY 1,9
EURGBP 0,3
EURCHF -0,1
USDCAD -1,1
USDGBP -0,2
USDJPY 1,7
US gov't bond 7 - 10 yrs 1,0
US gov't bond 1 - 3 yrs 0,0
Euro gov't bond 7 - 10 yrs 0,9
Euro gov't bond 1 - 3 yrs 0,1
UK gov't bond 7 - 10 yrs 1.1
UK gov't bond 1 - 3 yrs 0,3
Japan gov't bond 7 - 10 yrs 0,4
Japan gov't bond 1 - 3 yrs 0,2

Source: Refinitiv; calculations by Degussa.
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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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Marktreport is published every 14 days on Thursdays and is a free service provided by Degussa Goldhandel GmbH.
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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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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)
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