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Unsettled markets kick-start gold at the beginning of the year 
 
Gold has emerged as one of the few winners in the first 
days of trading in 2016. With the global financial mar-
kets becoming increasingly jittery, the gold price rose by 
4% in the initial trading days of the year. 
 
Last year too, the precious metal dazzled its way into the 
new year. However, gold ultimately wasn't able to turn 
the corner in the past year. In dollar terms, it posted a 
disappointing performance for the third year in succes-
sion. Compared with the start of 2015, the price of gold 
decreased by around 100 US dollars per ounce – a fall 
of 10%. This was primarily due to the price slide in the 
closing quarter: November saw one of the sharpest 
monthly declines for two years. Prices were also ham-
pered by the market's considerably higher expectations 
of an interest rate hike in the USA. When, in mid-
December, the US central bank increased interest rates 
for the first time since 2006, the gold price plunged to a 
new multi-year low of USD 1,050.  
 
Gold funds reported further outflows in 2015 
The situation is similar for gold-based investment funds. 
The wave of selling continued in 2015, although not to 
the same extent as in the two preceding years. Last year, 
another 135 tonnes of gold flowed out of the global 
funds covered by Bloomberg. Altogether, more than 
1,000 tonnes of gold came onto the market due to unit 
sales in 2013/14. With the fall to below the 1,500-
tonne threshold, stocks reached their lowest level for 
almost seven years at the end of 2015.  
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Is gold becoming attractive again for investors?  
Over the past 12 months, gold has had a number of 
opportunities to benefit from the financial markets' pre-
vailing nervousness. Nevertheless, the benefits to gold 
during these periods were short-lived. This was partly 
because – despite a lot of flashpoints and headlines 
regarding China and Greece – there was no major 
crisis. In addition, gold is having a hard time as a hedge 
against inflation in the industrialized nations: rates of 
inflation in the USA and the eurozone are persistently 
low. Both the US and European central banks are aiming 
for a figure of 2%, though there is still some way to go to 
achieve this. From the investors' point of view, however, 
the picture is mixed. While the outlook for gold funds 
has become less rosy and the upbeat take on hedge 
funds has dimmed, the latest sales figures for gold coins 
suggest there is lively interest in these instruments.  
 
A brighter outlook for gold in 2016? 
The price of gold has been spiralling downwards for the 
past three years. For 2016, we expect prices to remain 
around the current level of USD 1,100. For one thing, 
this is because the precious metal will remain under the 
influence of US monetary policy in the coming months. 
The Fed is indicating further interest rate hikes over the 
year, which we believe will limit the potential of gold. 
Despite this, we do see signs that the gold price is slowly 
bottoming out – provided we are correct in assuming 
that the market will remain as volatile as it has been in 
the last six months. The precious metal should then start 
attracting more attention from investors again. Gold 
funds have not yet been showing any sign of a lasting 
turnaround. However, newsflow about China and politi-
cal tensions in the Middle East are rekindling the jitters. 
Besides this, the emerging countries – particularly China 
and India, the two largest markets for gold – play a key 
role in stabilizing the gold price. Although demand here 
does not appear to be booming, the central banks of 
China and Russia at least should be back among the 
active gold buyers in 2016.  
 

 


