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IN A WORD:

Real interest rates should remain low for a long time. But besides this very important
catalyst, the gold price is riding the perfect wave of inflation fears, geopolitical uncertainty
and limited supply. We revise upwards our expected trading range to USD 1850/2050/0z for
the coming 12 months.

A stellar climb

The gold price has come a long way from the lows just North of USD 1050 at the end of 2015
when we became interested in the yellow metal with the main argument that a commodity
rarely stays below its marginal cost of production for long. Since then gold has been following
a gradual upward trend, with the USD 1450 level proving to be quite difficult a hurdle to clear.
This year gold pulled back (no coincidence from a technical perspective) to the USD 1471
level when Covid-19 hit and investors were trying to find cash wherever they could. Gold
rebounded strongly from this low, however, and then moved sideways from mid-April to mid-
June to resume its climb to the record level that bettered the previous high set in 2011.

A world in which real assets shine

For the last couple of years, and especially after the start of the Covid-19 crisis, the main
driver of the higher gold price has been the actions of central banks, and more recently, of
governments. To fight the economic fallout, central banks have not only brought interest
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rates to zero (in some cases even negative) but have also injected massive amounts of
liquidity into the world’s financial system through their quantitative easing programmes.

Real interest rates should remain low for an extended period. Financial history shows that a
“negative real rate” environment is very often (or always) in the long run very positive for
real assets such as real estate, art, equities and, maybe most of all, precious metals. As long
as real yields remain negative in Europe and Japan and very low in the US, the gold price
should remain well supported.

The perfect storm

Negative real yields are however not the only catalyst for the precious metal to move higher.
We could say that the yellow metal finds itself on the perfect wave for further appreciation.
The post- Covid-19 world is a very uncertain place. Not only is there still massive uncertainty
about the economic recovery and the “risk’ that central banks and governments will have to
inject even more money into the system to keep it afloat. But geopolitical uncertainties also
continue to dominate the headlines. Currently inflation as well as inflation expectations are
very low. But there is a growing fear that massive fiscal stimulus will eventually lead to
higher inflation in the real economy. And although gold is considered as a hedge against
uncertainty, the latter has rarely been this high.

Therefore it will come as no surprise that gold is in high demand, judging from the steep
inflows into trackers and ETFs from investors who seek to hedge their portfolios. We expect
these flows to continue as the market is (on average) still underinvested in gold. On the
supply side, gold production fell by 1% in 2019 to 3,464 tons. (Total supply was up by 2%
because of increased recycling). Furthermore, the gold mining sector has seen massive under-
investment over the years and new finds have been few and far between. Even though we
expect higher gold prices to incite renewed interest and investments in the sector, it will take
many years before this translates into greater production.

A more volatile bull market

In short, the stars are aligning for this bull market to continue. When an asset moves to new
highs, it generally attracts attention and new money inflows. At all-time highs, there are no
disappointed buyers left who look at their break-even level to exit, as everyone is sitting on a
profit. Therefore we believe this bull market has legs, as bull markets in gold tend to be
violent, just like bear markets, From a technical perspective we are currently overbought, so
some sort of a pullback/correction is always possible. We remain, however, buyers of the dips
with a first target of USD 2050.
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This marketing document is provided by the Wealth
Management business of BNP Paribas, a French public limited
company with a capital of € 2,499,597,122, registered office 16
bd des Italiens 75009 Paris - France, registered at RCS Paris
under number 662,042,449, authorised in France, under the
number 662,042,449, approved in France by the Autorité des
Marchés Financiers (AMF). As a marketing document, it has not
been produced in accordance with regulatory constraints to
ensure the independence of investment research and is not
subject to the prior transaction ban. It has not been submitted
to the AMF or other market authority. This document is
confidential and intended solely for use by BNP Paribas SA, BNP
Paribas Wealth Management SA and companies of their Group

('BNP Paribas’) and the persons to whom this document is issued.

It may not be distributed, published, reproduced or revealed by
recipients to other persons or reference to another document
without the prior consent of BNP Paribas.

This document is for informational purposes only and does not
constitute an offer or solicitation in any State or jurisdiction in
which such offer or solicitation is not authorised, or with persons
in respect of whom such offer, solicitation or sale is unlawful. It
is not, and should under no circumstances be considered as a
prospectus. The information provided has been obtained from
public or non-public sources that can be considered to be
reliable, and although all reasonable precautions have been
taken to prepare this document, and, in the event of any
reasonable precautions, the accuracy or omission of the
document shall not be recognised. BNP Paribas does not certify
and guarantees any planned or expected success, profit, return,
performance, effect, effect or profit (whether from a legal,
regulatory, tax, financial, accounting or other point of view) or
the product or investment. Investors should not give excessive
confidence in theoretical historical information relating to
theoretical historical performance. This document may refer to
historical performance; Past performance is not a guide to future
performance.
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The information contained in this document has been drafted
without taking into account your personal situation, including
your financial situation, risk profile and investment objectives.
Before investing in a product, the investor must fully understand
the risks, including any market risk associated with the issuer,
the financial merits and the suitability of such products and
consult its own legal, tax, financial and accounting advisers
before making an investment decision. Any investor must fully
understand the characteristics of the transaction and, if not
otherwise provided, be financially able to bear the loss of his
investment and want to accept such risk. The investor should
remember that the value of an investment as well as the income
from them may fall as well as rise and that past performance is
not a guide to future performance. Any investment in a product
described is subject to prior reading and to an understanding of
the product documentation, in particular that which describes in
detail the rights and duties of the investors and the risks
inherent in an investment in that product. In the absence of any
written provision, BNP Paribas does not act as an investor's
financial adviser for its transactions.

The information, opinions or estimates contained in this
document reflect the author's judgement on the day of his
drafting, they must not be considered as authority or be
substituted by anyone in the exercise of his or her own
judgement and subject to change without notice. Neither BNP
Paribas nor any BNP Paribas Group entity will be liable for any
consequences that may arise from the use of the information,
opinions or estimates contained in this document.

As a distributor of the products presented in this document, BNP
Paribas may receive distribution fees on which you can obtain
further information on specific request. BNP Paribas, its
employees or Directors may hold positions in or relationship
with their issuers.

By receiving this document you agree to be bound by the above
limitations.
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