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Safe-haven turbulence 
Despite sustained uncertainty, the price of gold has come 
under pressure in recent months. Whereas the first 
quarter saw the precious metal climb to an impressive 
USD 1800, its price has since retreated, even dipping 
below USD 1540 per ounce for a time. 
 
The sustained negative trend has undermined confidence 
in gold investments among many investors with short-term 
positions. In particular, the yellow metal's latest dip 
below last December's price level prompted speculative 
investors especially to pull out of gold. Speculative future-
long commitments in gold have continued to decline to a 
little over 150000 positions. This trend has been 
favoured by a resurgent US dollar. A stronger dollar 
often goes hand-in-hand with weaker precious metal 
prices. Speculative short-term gold commitments did not 
meet with success in the second quarter of 2012. 
 
Trend of gold holdings and speculative positions 
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Private investors stick to gold  
The trend of short-term gold positions is only one side of 
the coin, however. If we take a look at flows into and out 
of the world's largest gold fund, the Spider Gold ETF, we 
find that positions in this investment vehicle remained 
robust in the second quarter despite the price fall. The 
fund currently still holds 1273 tonnes of gold and 
recently even managed to expand its positions. The latest 
stirrings of a recovery in gold prices could well prove 
private investors right: gold has gained ground recently 
as the debt crisis has deepened. Gold's defensive 
qualities have come to the fore in the present, highly 
turbulent environment, with the result that a long-term 
strategic positioning in this asset class has paid off. The 
precious metal has already risen back above the USD 
1600 mark. From a technical perspective, the negative 
momentum of recent weeks has been halted. 
 

Central banks on buying spree 
A glance at past data of the World Gold Council 
(WGC) shows that central banks made extensive use of 
the sharp decline in gold prices to increase their 
holdings. The first quarter's figures show that the central 
bank of the Philippines made significant purchases, as 
did Russia, Turkey and Mexico. The Philippine central 
bank alone increased its gold reserves by a further 33 
tonnes during the first quarter of the year. We expect the 
central banks to stay in the market, taking advantage of 
price dips to add to their positions.  
 
Asian gold fever  
Banks in the Asian region in particular have significantly 
expanded their gold reserves. April saw China's gold 
imports shoot up by 65% month-on-month to a record 
103.6 tonnes. This third monthly increase in succession 
brings China's gold imports during the first four months 
of the year to nearly 240 tonnes. The figure for the same 
period of the previous year only came to slightly more 
than 27 tonnes. This means that by the end of April, 
China's gold imports already came to more than half of 
the previous year's total of 431.2 tonnes. If China keeps 
up this momentum for the remainder of the year, it will 
import more than 700 tonnes of gold in 2012. These 
figures clearly show that gold has retained its importance 
as an instrument of diversification for major investors in 
particular. The current economic environment is also 
playing into the hands of the gold bulls: the lacklustre US 
labour market figures and the Fed's expansionary 
monetary policy will continue to support gold prices.  
 
Gold: price trend in USD (1Y) and forecast band 
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Gold price set to rise further 
 
Our arguments for the trend of gold prices have not 
changed since our last assessment. The prospect of a 
continuing low level of interest rates and expansionary 
monetary policies worldwide will push the central banks 
into gold investments. For the next three months, 
therefore, we do not expect the gold price to fall 
significantly below the USD 1550 per ounce mark, but 
nor do we see it moving above the USD 1750 threshold. 
The dollar is too strong for that at the moment. For 
investors wishing to diversify into precious metals, a gold 
investment hedged in their reference currency is still an 
attractive option. In our opinion, a general rise in interest 
rates in the US and an unexpectedly strong US economy 
would pose risks of setbacks, although we consider the 
former to be highly unlikely at the present time. 
 
Product recommendation 
If you expect gold to increase in price over the medium 
to long term, we recommend investing in Julius Baer 
Gold ETFs (traded daily on the Swiss Exchange) for a 
product that efficiently locks into rising gold prices. 
Distribution-type ETFs subject to Swiss law are offered in 
the following currency tranches: 
 
ETF Currency Valor number 
JB (CH) Physical Gold CHF hedged 4 478 123 
JB (CH) Physical Gold EUR hedged 4 478 117 
JB (CH) Physical Gold USD 4 478 114 
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