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Gold regains safe-haven status 
 
The stock markets had been under pressure at the begin-
ning of the year and, like oil, are since subject to sharp 
daily price swings. Jittery markets and changes in inter-
est rate expectations are helping the gold price. 
 
In mid-December, when the Fed raised interest rates for 
the first time since 2006, the gold price slipped to a new 
multiyear low of USD 1,050. The search for quality in 
response to the massed and simultaneous emergence of 
uncertainties at the beginning of the year pushed down 
yields on the capital markets. This is clearly recognizable 
from the trend of the US yield curve. The yield on ten-
year US Treasuries has fallen from 2.3% at the begin-
ning of the year to 1.7%. Yields have also declined 
recently in response to the markets' reassessment of US 
interest rate policy, which is causing them to anticipate a 
slower pace of Fed rate hikes. 
 
Stronger correlation between gold and US interest rates  
US interest rates are a more important trend driver for 
gold prices. Between January and mid-December 2015, 
gold exhibited a negative correlation with the Fed funds 
future rate (0.30). Since the first Fed rate hike on 16 
December this correlation has become still more negative 
(-0.57). Or to put this another way: when market expec-
tations of rising US interest rates fall, the gold price 
trends higher. 
 
Falling interest rates make gold more attractive 
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Gold tops commodity league table  
The increased interest in safe havens is reflected in the 
gold price. In February, the yellow metal climbed above 
the USD 1,200 per ounce mark for the first time since 

summer 2015. With a gain of 15% since the beginning 
of the year, gold is in pole position in the Bloomberg 
Commodity index, which tracks the performance of 22 
key commodity prices. Silver (+7%) and platinum (+5%) 
also made gains in gold's slipstream.  
 
Inflows into gold funds  
The current market mood enabled gold-backed invest-
ment funds to get off to a flying start at the beginning of 
the year. At around 200 tonnes, fund holdings swelled 
by as much as they had contracted over the whole of 
2015. By contrast, central banks' gold statistics revealed 
no surprises. In aggregate, central banks have been on 
the buying side since 2010. So far, the central banks of 
China and Russia have been responsible for the lion's 
share of gold purchases. The trend is likely to be the 
same this year. In January, the two countries increased 
their gold holdings by a combined 30 tonnes. 
 
Fund holdings in gold ETFs swelled in 2016 
Fund volume (in tonnes of gold) 
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Macroeconomic environment supports gold price  
As long as the jitters on the financial markets persist, 
investors can be expected to support the gold price. 
However, the recent gold price rally creates potential for 
a correction, particularly once the US economic data 
brighten up and the focus returns to higher US interest 
rates. 
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