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Rise in gold price not set to last 
 
Confidence in gold took quite a knock last year, with the 
precious metal seeing its value slump by more than a 
quarter. For the first three months of 2014, gold prices 
followed a stable uptrend, peaking at a six-month high 
of USD 1,383 in mid-March.  
 

There are a number of reasons for this rise. At the 
beginning of the year, gold was back in demand as a 
safe haven because of the currency turbulence in the 
emerging markets. The prospect of a US rate hike had 
prompted investors to turn their backs on the emerging 
markets. The resulting capital outflows quickly led to 
significant falls in the value of many of these countries' 
currencies. Gold also once again lived up to its status as 
a "safe-haven currency" during the Ukraine crisis which 
has been smouldering on since February. In the case of 
the US, it was also unclear what impact the exceptionally 
cold winter there would have on the progress of the 
economic recovery. The gold price was also boosted by 
robust demand for physical gold in Asia, particularly in 
China. 
 

This uptrend has recently begun to falter. Attention has 
once again turned to America's central bank, the Fed: 
the gold price came under selling pressure when the new 
woman at the helm, Janet Yellen, unexpectedly hinted at 
the possible timing of an initial US rate rise. The markets 
may well have overinterpreted Yellen's statement, but this 
still shows how important future US monetary policy is 
for the price of gold. 

Gold price trend from 1 January 2013 
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US monetary policy back on the radar 
The gold price already came under pressure last summer 
when the question of whether to continue with the policy 
of cheap money came up for discussion. The Fed has 
since taken the first small step in the tapering process by 
starting to scale back its programme of monthly bond 
purchases. We still expect tapering to be completed by 

the end of 2014. By that point if not before, the focus of 
debate will increasingly return to the timing of the first 
rise in US interest rates – which will push up yields. This 
slow but steady normalization of US monetary policy is 
dampening the upside potential for gold. 
 
Other gold drivers waning 
Other factors driving gold prices have also lost some of 
the lustre they were showing during the first few months 
of the year. For one thing, gold as a crisis currency has 
no longer benefited to the same extent from the confused 
situation in Ukraine. At the same time, investor sentiment 
has become more critical of the yellow metal. Gold ETFs 
are stagnating or experiencing outflows. Since its year-
to-date peak in mid-March, the biggest gold-backed ETF, 
the SPDR Gold Trust, has seen its gold holdings shrink by 
just under 30 tonnes and is trending back at levels on a 
par with the beginning of the year. Major speculative 
financial investors (hedge funds) have also shortened 
their positions on the US futures market. During the week 
to 15 April, net long positions were scaled back for the 
fourth week in succession and now stand at 79,000 
contracts. This represents a 33% decline to a two-month 
low.  
 

Clouded sentiment: trend in speculative positions and the world’s largest 
gold ETF 
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Gold price lacks speculative appeal 
Gold is currently hovering below the USD 1,300 per 
ounce mark. It lacks the speculative appeal needed to 
propel it higher. As the US economy continues to 
recover, interest rates will rise. And while the situation in 
Ukraine is unstable, it is hardly likely to prompt a military 
escalation between Russia and the West. Physical 
demand for gold also lacks the kind of impetus needed 
to push up prices. For the next three months, we expect 
the gold price to range between USD 1,200 and USD 
1,300 per ounce.  
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