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This is a short summary of our fortnightly Degussa Marktreport.

THE CREDIT CYCLE HAS TURNED
DOWN. WHAT DOES IT MEAN
FOR GOLD?

The growth rate of bank lending is decelerating sharply. In May 2023, the annual
growth in US bank credit slowed to just 1 per cent — down from 9.5 per cent in
July 2022. The growth in bank loans to businesses, consumers, and real estate
developers has declined considerably from their recent peaks. Therefore, it is fair
to say that the credit cycle has turned downwards. As experience has shown on
many occasions, a slowdown in bank credit growth spells trouble.

Bank credit growth slows down
US bank credit aggregates, annual changes in per cent
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Source: Refinitiv; graphs by Degussa.

Precious metals prices per ounce

Actual Change against (in per cent):

(spot) 2W 3M 172M
I. In US-dollar
Gold 1.959,2 -0,9 7,2 8,4
Silver 23,5 -1,5 12,2 15,9
Platinum 1.033,4 -2,8 8,5 15,6
Palladium 1.410,0 -6,8 -0,5 -27,2
Il. In euro
Gold 1.832,9 0,2 6,2 6,4
Silver 22,0 -0,5 1,1 13,6
Platinum 966,7 -1,7 7,4 13,5
Palladium 1.319,0 -5,8 -1,4 -28,6
11l. Gold price in other currencies
JPY 273.856,0 0,4 10,1 11,7
CNY 13.949,6 0,7 10,2 15,3
GBP 1.578,5 -0,6 3,9 6,4
INR 161.682,2 1,9 7.1 13,4
RUB 159.710,2 2,1 16,5 68,4

Source: Refinitiv; calculations by Degussa.
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Bank Credit ~ eeeeeees Loans & Leases
Commercial & industrial loans ~~ ====- Real estate loans

Consumer loans

Source: Refinitiv; own calculation.

Why? In today’s unbacked paper money (or: fiat money) system, bank lending
artificially decreases market interest rates while simultaneously increasing the
money supply. The increase in bank lending, which is not backed by “real sav-
ings” but comes “out of thin air”, depresses the market interest rate — compared
to a situation in which the credit supply had not been increased.

And whenever banks grant new loans to consumers, producers, and government
entities, they increase the money supply. In other words, in a fiat money system,
banks do not transfer existing savings from the saver to the borrower but quite
literally create new money balances whenever they extend new credit. The
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inconvenient truth is that in a fiat money system, bank lending is inflationary in
the sense that it leads to an artificial expansion in the money supply.

As long as banks continue to lend and expand the money stock and the market
interest rates fall, the economy will be pushed along, and consumption and in-
vestment increase. Once the creation of additional bank credit slows down, let
alone goes into reverse, the proverbial punch bowl is taken from the party. Inter-
est rates rise, money supply growth declines or falls, and the illusionary boom,
created by ever more credit and money supplied at low interest rates, ends.

You might say: haven't people been waiting for the “recession that never came”
for quite some time now? Maybe it won’t come at all? This is indeed a good point
that cannot be dismissed out of hand. However, there is the “time lag” issue,
which argues that it may be too early to dismiss recession concerns. The reason
is that monetary policy measures take time to show their (full) effects.

From this perspective, the consequences of the series of interest rate hikes by the
US central bank (Fed) and other central banks worldwide are just beginning to
show — and that (much) more downward pressure on bank lending and money
expansion must be expected. Suppose you, dear reader, agree with such an in-
terpretation. In that case (and if we give a “soft landing scenario a low probabil-
ity), we should conclude that the popping of the current “boom” is a done deal
and a “bust” is actually inevitable.

Of course, we cannot say exactly when things will turn sour. And we do not know
how quickly central banks will respond to increasing stress in the economic and
financial system. The currently elevated consumer goods price inflation keeps
central bankers hawkish. However, consumer goods price inflation is already de-
clining, and it will likely continue to slow substantially due to the (interest-driven)
slowdown in monetary expansion (or the contraction in US money stock M2).

Should the drop in money supply continue as banks become increasingly unwill-
ing and/or unable to extend new loans, a deflationary effect, i.e. downward pres-
sure on consumer, producer and asset prices (such as real estate and stocks),
cannot be ruled out.

However, any signs of a slowdown in economic activity would open the door for
central bank councils to abandon their rate hiking spree and move to an easier
monetary policy. In this sense, the unfolding downturn of the credit cycle may be
seen as an early indicator for a return to a low-interest regime in the not-too-
distant future. The jitters accompanying a credit cycle downturn or central bank
countermeasures make holding physical gold a good idea.
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In US-Dollar per ounce
Gold Silver Platinum Palladium
I. Actual 1932,0 22,7 947,7 1362,7
Il. Gliding averages
10 days 1991,0 25,1 1084,3 1534,6
20 days 1999,0 25,1 1054,2 1507,3
50 days 1942,2 23,2 1003,0 1463,1
100 days 1902,3 23,2 1007,7 1577,0
200 days 1810,9 21,6 968,8 1811,2
11l. Estimates for end 2023 2200 29 1250 1450
) 14 28 32 6
Band width Low High Low High Low High Low High
1900 2360 23,3 32,9 950 1380 1300 1670
0 -2 22 3 45 0 46 -5 23
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
1. Actual 1763,9 20,8 865,2 1244,2
IIl. Gliding averages
10 days 1810,5 22,8 986,0 1395,5
20 days 1822,4 22,9 960,9 1374,0
50 days 1795,9 21,5 927,3 1353,0
100 days 1766,1 21,6 935,6 1464,9
200 days 1736,6 20,7 929,2 1748,9
11l. Estimates for autumn 2023 2100 28 1200 1392
) 19 34 39 12
Band width Low High Low High Low High Low High
1820 2300 22,4 31,6 910 1320 1240 1600
() 3 30 8 52 5 53 0 29
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.

Y 0On the basis of actual prices.




’ Degussa <» 22 June 2023

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

S&P 500 S&P 500
Nasdaq Nasdaqg
Euro STOXX 50 Euro STOXX 50
FTSE 100 FTSE 100
DAX DAX
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
EURJPY 10,9 EURIPY 10,9
EURGBP -2,7 EURGBP -2,8
EURCHF -0,9 EURCHF -1,0
USDCAD -2,7 USDCAD -2,7
USDGBP 5,2 USDGBP 5,2
USDJPY 8.3 UsbDJPY 8,3
US gov't bond 7 - 10 yrs 124 US gov't bond 7 - 10 yrs 0,1
US gov'tbond 1 - 3 yrs 0,9 US gov'tbond 1 - 3 yrs 1,4 |l
Euro gov't bond 7 - 10 yrs 1,9 Euro gov't bond 7 - 10 yrs 11,9
Euro gov't bond 1 - 3 yrs 0,6 Euro gov't bond 1 - 3 yrs 0,6
UK gov't bond 7 - 10 yrs -3,2 UK gov't bond 7 - 10 yrs -0,5
UK gov't bond 1 -3 yrs -1,5 | UK gov't bond 1 - 3 yrs I 1,3
Japan gov't bond 7 - 10 yrs I 2,0 Japan gov't bond 7 - 10 yrs -8,9 E
Japan gov't bond 1 - 3 yrs 0,2 Japan gov't bond 1 - 3 yrs -10,7

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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