
It’s said that too much of a good thing 
can be wonderful — unless the good 
thing is an eight-year bull market 
about to enter its ninth. In a global 
environment that grows increasingly 
uncertain, with mounting geopolitical 
and economic concerns, it’s no wonder 
that investors are growing anxious and 
going back to basics. Economically, 
there’s nothing more basic than gold. 
But there’s more to the story: Even 
as many investors habitually retreat 
into the safe haven of gold, a growing 
number also recognize its benefits 
as a diversifying asset class that can 
lower portfolio volatility and provide a 
respectable return. 

Gold returned just over 9 percent 
in 2016, which it could match again in 
2017, and the medium-term forecast is 
positive. “We’re looking at moderate 
price increases well into 2018,” says 
George Milling-Stanley, head of 
gold strategy at State Street Global 
Advisors. Since the second quarter 
of 2013, gold has traded at between 
$1,150 per ounce at the bottom and 
$1,350 at the top. The overhead 
resistance of that range was tested 
recently, in September of 2017, at just 
above $1,350. “But the price couldn’t 
make a sustained breach — it usually 
takes several tries,” he says. 

At the same time, the lows are 
creeping higher. Gold has dipped 
toward its support level with each 

of the last four interest rate hikes. 
“Historically, this tends to happen 
in the runup,” he says. During these 
periods, he explains, speculators tend 
to go long the dollar, expecting it to go 
higher, and to short gold, expecting it 
to soften as rates go up. Once the rate 
rise sets in, many unwind those trades 
by selling their dollars and buying back 
their gold. Each time, gold has found 

support at successively higher levels, 
which is often a precursor to higher 
highs. A significant spike in prices is 
also possible in the next 12–18 months, 
when speculators could take note.

Against this backdrop, State Street 
sees a growing number of institutions 
and high-net-worth individuals making 
long-term strategic allocations to 
gold. “This isn’t tactical, safe-haven 
buying,” says Milling-Stanley. Gold 
typically isn’t correlated with other 

assets, it provides diversification, and 
it’s more stable than many believe. 
Its 11–12 percent annualized volatility 
is marginally lower than the S&P 500 
and in line with Berkshire Hathaway or 
Johnson & Johnson — and significantly 
lower than the 25–30 percent 
annualized volatility of the FANGs.

Positive dynamics exist within the 
gold market, as well. Decent economic 
growth in emerging markets continues, 
which not only supports a strong 
jewelry business, but also generates 
strategic investment. “The level of 
interest in gold as an investment from 
asset owners in emerging markets has 
become distinctly elevated,” Milling-
Stanley says. Devaluations and other 
currency fears generate much of the 
interest. Furthermore, since 2010, 
many countries are boosting their gold 
reserves as they sell U.S. Treasury 
securities. As a group, emerging 
markets have less than 5 percent of 
their reserves in gold, compared with 
about 70 percent for the advanced 
economies of Western Europe and 
North America. “We’re reminded each 
day that the world is a risky place,” 
says Milling-Stanley. “Those focused 
not on today’s or tomorrow’s risk, but 
on the overall level of risk that we live 
under, know the value of a long-term 
strategic allocation to gold.” 

— Howard Moore
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FROM PERCEIVED SAFE HAVEN ASSET TO  
STRATEGIC ALLOCATION

Gold has been perceived as a safe haven investment, with flows 
in and out as risk levels rise and fall. But increasingly, investors 
recognize the value of long-term strategic investments in an 
asset that provides a number of benefits.
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GLDILOCKS
AND THE BEAR MARKETS

Once upon a time, an investor sought to fi nd an investment that balanced her
portfolio beautifully. Gold has had positive returns in 4 of the last 5 equity bear 
markets. Find out if the SPDR Gold Trust ETF is just right for you at spdrs.com/goldGLD
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Source: Bloomberg Finance, L.P., as of 7/31/17. Calculated 
using LBMA Gold Price PM (USD/oz) Index monthly returns. 
Last fi ve bear markets identifi ed as the following dates: 
1/1973–9/1974, 11/1980–8/1982, 8/1987–11/1987, 
3/2000–10/2002, 10/2007–3/2009; where gold returned 
97.9%, -55.4%, 6.46%, 11.46% and 29.71% respectively. 
Past performance is not a guarantee of future results. 
Investing in commodities entails signifi cant risk and 
is not appropriate for all investors.
Important Information Relating to SPDR Gold Trust  
(“GLD”): The SPDR Gold Trust (“GLD®”) has fi led a 
registration statement (including a prospectus) with 
the Securities and Exchange Commission (“SEC”) 
for the offering to which this communication relates. 

Before you invest, you should read the prospectus in 
that registration statement and other documents GLD 
has fi led with the SEC for more complete information 
about GLD and this offering.
Please see the GLD prospectus for a detailed 
discussion of the risks of investing in GLD shares. 
You may get these documents for free by visiting 
EDGAR on the SEC website at www.sec.gov or by 
visiting www.spdrgoldshares.com. Alternatively, 
the Trust or any authorized participant will arrange 
to send you the prospectus if you request it by 
calling 866-320-4053. 
Standard & Poor’s®, S&P® and SPDR® are registered 
trademarks of Standard & Poor’s Financial Services LLC

(S&P); Dow Jones is a registered trademark of Dow 
Jones Trademark Holdings LLC (Dow Jones); and these 
trademarks have been licensed for use by S&P Dow Jones 
Indices LLC (SPDJI) and sublicensed for certain purposes 
by State Street Corporation (SSC). SSC’s fi nancial products 
are not sponsored, endorsed, sold or promoted by SPDJI, 
Dow Jones, S&P, their respective affiliates and third 
party licensors; they make no representation regarding 
the advisability of investing in GLD nor do they have any 
liability in relation thereto.
For more information, please contact the Marketing 
Agent for GLD: State Street Global Advisors Funds 
Distributors, LLC, One Lincoln Street, Boston, MA 
02111; 866-320-4053


