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Investors sell off gold 
 
Sentiment in the gold market turned distinctly sour at the 
end of October and the yellow metal is now trading at 
its lowest level for more than four years. The latest price 
slide to below USD 1,200 prompted more gold investors 
to part with their holdings. 
 
The negative trend has been in progress for some time. 
This year, gold-backed funds around the world have 
registered outflows of the order of 120 tonnes. At the 
end of 2012, they held a combined total of around 
2,630 tonnes of the precious metal. Today, their hold-
ings have shrunk by around 40%, or 1,000 tonnes. The 
world’s largest gold ETF has fared no better. The volume 
of the SPDR Gold Trust is now back at the same level as 
in September 2008, when the failure of the investment 
bank Lehman Brothers made the headlines. It was the 
start of the financial crisis, which led to a large inflow of 
money into the gold ETF.  
 

2014 sees decline in gold-fund holdings (gold in tonnes) 

 
 
US monetary policy weighs on investor sentiment 
Today, five years after Lehman Brothers, the latest lead-
ing indicators from the manufacturing sector point to a 
tentative, but stable recovery in growth. The global 
economy is being driven by the US which the latest 
economic data show is on track. This has eased the fears 
of a downward spiral that hit the global stock markets in 
October, which is in turn reducing the appeal of gold as 
a crisis currency. As US monetary policy normalizes, 
fears that the long-standing surfeit of liquidity might lead 
to a sharp rise in inflation are easing. Moreover, now 
that oil prices have fallen, inflation expectations also 
remain moderate. The main motive of many western gold 
buyers over the past few years is receding into the back-
ground and gold is losing its appeal as a hedge against 
inflation.  
 
 

Strong dollar dampens mood among gold buyers 
The soft exit from America's expansionary monetary 
policy has already been enabling the dollar to gain 
ground against other currencies for some months now. 
For buyers outside the US, this is making gold, which is 
traded in dollars, more expensive and is dampening 
demand. This effect is being compounded by the continu-
ing relaxed monetary policies of various economies. 
Neither the eurozone nor Japan are planning to change 
direction on this front any time soon.  
 
Waiting for the Swiss gold initiative 
Since the publication of the first polls on the gold initia-
tive a few weeks ago, the “Save our Swiss gold” initia-
tive has been attracting growing attention. The possible 
ramifications are not just being discussed in Switzerland. 
High-profile foreign media have also turned their atten-
tion to the issue. A “yes” vote would also have an impact 
on the gold market. From today's perspective, the im-
plementation of the initiative would force the Swiss Na-
tional Bank to more than double its current gold holdings 
within five years. At 1,040 tonnes, the SNB’s gold re-
serves put it in seventh place among the world’s central 
banks. Although the SNB would have five years to meet 
the 20% quota, it would be a major source of demand 
for gold for the next few years. After the recent phase of 
increasingly negative market sentiment toward gold, 
news of the necessary purchases would boost the mood 
in the gold market. The gold price would gain new impe-
tus. The referendum will be held on 30 November – a 
date gold investors can be expected to underline heavily 
in their diaries. 
 
2014: gold threatens to end the year in negative territory 
On an annualized basis, gold managed to end the year 
in positive territory for twelve years in succession. Last 
year broke this winning streak with a hefty annual fall of 
28%. After the price dip at the end October (-8%), 2014 
looks set to be another year of losses for gold investors. 
In addition to cautious investors, a second important 
source of demand for gold was been faltering: physical 
demand from China is looking lacklustre despite lower 
prices.  
 

Forecasts Gold in USD per ounce 
13.11.14 1,160 
In 3 months 1,150 – 1,250 
In 12 months 1,000 – 1,200 
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