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Flash

Gold: Target change

Key Messages

Gold has performed weakly since the start of the
US-Iran conflict in the Middle East, i.e. the end of
February. Year-to-date the performance stands at
a tepid -6%.

Some oil-importing countries have sold gold to
protect their local currencies, with Turkey being
the standout example. However, other central
banks continued to buy gold at a solid pace in the
first half of 2026.

Retail investors were net sellers of gold-linked
ETFs in the second quarter of 2026. A correction in
short-term rates and a depreciation of the US
dollar would help ETF flows to turn positive again.

We expect gold prices to recover in the second half
of 2026 due to solid central bank buying and
renewed retail investor interest. Although we are
keeping our Positive view on gold, we have
lowered our 12-month price target from USD
5,500 to USD 5,000 per ounce given the structural
headwinds of a strong US dollar and higher short-
term interest rates.

"‘"_jycentral banks?

Structurally supportive on gold,
despite short-term headwinds

Gold's near-term weakness continues to be driven by
the Hormuz conflict, on the back of higher rates and
a strong US dollar. Despite the short-term
headwinds, the structural bull case remains intact
and has probably strengthened further.

Central banks are continuing to buy at a solid pace,
despite significant selling from the Turkish central
bank in March, the sole month with a negative net
accumulation of gold by central banks. All other
months showed a positive net accumulation by
central banks. Official figures show a recent uptick in
central bank buying, mostly by China.

On the retail side, ETF flows have turned negative in
North America, Europe and Asia over the past few
weeks, owing to higher interest rates, a strong US
dollar and a difficult environment for momentum
trading. We expect retail flows to recover when the
Middle East conflict de-escalates.

Rising government debt, particularly in the West,
will remain an important theme in the coming
quarters. Gold is still considered as the most effective
protection against monetary debasement. The
reshuffling of geopolitical power will incentivise
central banks of allies and opponents of the West
alike to diversify reserves into gold. We therefore
maintain a Positive outlook for gold but lower our
12-month price to USD 5,000 per ounce. The short-
term risk to our forecasts is a stronger dollar and
higher interest rates that would continue to weigh
on the yellow metal.

Mattias Demets

Commodity Strategist
BNP Paribas Wealth Management
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Central bank buying takes a hit
from the Hormuz crisis

The remarkable performance of gold in 2025 was
the result of continuous net buying from central
banks and ETF inflows. In the first quarter of 2026,
central bank buying took a hit due to the US-Iran
conflict which began on 28 February. Higher crude
oil prices forced central banks of oil-importing
emerging market countries to sell gold and protect
their currencies. Turkey has been the standout
example, selling 80 tonnes of gold in the first half of
2026. These sales offset the combined official gold
purchases by Uzbekistan, China, Kazakhstan and
the Czech Republic, four of the five largest official
buyers over the same period.

China sends a positive signal to
the market

Gold sales from the Turkish central bank, are
however, not to be considered structural. Excluding
Turkey, central bank demand for gold has shown
strong resilience. March was the only month in the
first half of 2026 with a significant negative net
central bank accumulation of gold, with the
subsequent months showing a recovery. Positive
signs are emerging, notably from China, with official
central bank buying (PBoC) picking up at 15 tonnes
in June, the highest (official) buying volume since
the second half of 2023.
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Surveys indicate continued central
bank interest in gold

According to an annual survey by the World Gold
Council (WGC), conducted in the first five months of
this year, 45% of central banks expect their gold
reserves to increase, while 54% expect their gold
reserves to remain unchanged. Only 1% of central
banks anticipate that their gold reserves will
decrease. This survey is therefore slightly more
positive than the survey in 2025, which was
already very optimistic.
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The WGC survey did not poll all central banks,
and the list of participating central banks is not
disclosed. Notwithstanding these limitations, the
survey remains an important indicator for
central bank demand. Since the US-Iran, the
international role of the US as a stable
geopolitical partner has further deteriorated. The
incentive for foreign central banks to diversify
their reserves away from US Treasuries into gold
remains intact and has most probably increased,
as reflected in the WGC survey.
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ETF flows show subdued retail
interest

Inflows in gold-tracking ETFs were a main driver of
strong gold performance in 2025 and at the
beginning of 2026. The start of the US-Iran conflict
reversed this trend. Gold was the obvious profit-
taking “victim” of investors looking to finance
margin calls during the stock sell-off. ETF buying
from retail investors has not recovered since the
outbreak of war. Indeed, it turned systematically
negative in March, May and June (April posted a
slight recovery). US retail investors have sold gold-
tracking ETFs, while European and Asian investors
have shown little to no interest in gold. Chinese
investors have recently been selling gold ETFs to
buy domestic stocks.

ETF INFLOWS/OUTFLOWS IN TONNES
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Will retail interest return in the
second half of 2026?

Negative momentum for retail gold investments
might reverse in tandem with a correction in short-
term rates and a depreciation of the US dollar. Such
a scenario depends on a de-escalation in the Middle
East, which would help to ease energy prices,
inflation expectations and interest rates. With retail
speculation mostly eased in the markets, healthy
conditions are now in place for a further rise in the
gold price once the above scenario unfolds. The
timing of such a recovery is uncertain, as gold has
gone through relatively long consolidation phases in
the past.

Structural bullish drivers

remain intact

We continue to believe that longer term trends are
supportive for gold as a portfolio diversifier. Fiscal
deterioration, particularly in the West, will continue
to be an important theme in the coming quarters as
significant  investments in  defence and
infrastructure become structural. Geopolitical
instability has incentivised allies and opponents of
the West alike to diversify reserves away from US
Treasuries into gold. We therefore maintain a
Positive outlook for gold but have lowered our 12-
month target price to USD 5,000 per ounce due to
the strong dollar and higher interest rates weighing
on the yellow metal.
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DISCLAIMER

This marketing document is communicated by the Wealth
Management Métier of BNP Paribas, a French Société
Anonyme, Head Office 16 boulevard des Italiens, 75009 Paris,
France, registered under number 662 042 449 RCS Paris,
registered in France as a bank with the French Autorité de
Controle Prudentiel et de résolution (ACPR) and regulated by
the French Autorité des Marchés Financiers (AMF). As
marketing material, it has not been prepared in accordance
with legal and regulatory requirements aimed at ensuring the
independence of investment research and is not subject to any
prohibition on dealing ahead of its dissemination. It has not
been submitted to the AMF or any other market authority.

This document is confidential and intended solely for the use
of BNP Paribas SA, BNP Paribas Wealth Management SA or
their affiliates ("BNP Paribas”) and the persons to whom this
document has been delivered. It may not be distributed,
published, reproduced or disclosed by any recipient to any
other person, nor may it be quoted or referred to in any
document, without the prior consent of BNP Paribas.

This document is provided solely for information and shall not
constitute an offer or solicitation in any state or jurisdiction in
which such an offer or solicitation is not authorized, or to any
person to whom it is unlawful to make such offer, solicitation
or sale. It is not, and under no circumstances is it to be
construed as, a prospectus.

Although the information provided herein may have been
obtained from published or unpublished sources considered to
be reliable and while all reasonable care has been taken in
the preparation of this document, BNP Paribas does not make
any representation or warranty, express or implied, as to its
accuracy or completeness and does not accept responsibility
for any inaccuracy, error or omission. BNP Paribas gives no
warranty, guarantee or representation as to the expected or
projected success, profitability, return, performance, result,
effect, consequence or benefit (either legal, regulatory, tax,
financial, accounting or otherwise) of any product or
transaction. Investors should not place undue reliance on any
theoretical historical information regarding such theoretical
historical performance. This document may contain or refer to
past performance; past performance is no guarantee for future
performance.
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The information contained in this document has been drafted
without prior knowledge of your personal circumstances,
including your financial position, risk profile and investment
objectives.

Prior to entering into a transaction each investor should fully
understand the financial risks, including any market risk
associated with the issuer, the merits and the suitability of
investing in any product and consult with his or her own legal,
tax, financial and accounting advisors before making his or her
investment. Investors should be in a position to fully
understand the features of the transaction and, in the absence
of any provision to the contrary, be financially able to bear a
loss of their investment and willing to accept such risk.
Investors should always keep in mind that the value of
investments and any income from them may go down as well
as up and that past performance should not be seen as an
indication of future performance. Any investment in a product
described herein is subject to the prior reading and
understanding of the legal documentation concerning the
product, and in particular the one which describes in details
the rights and obligations of investors as well as the risks
inherent to an investment in the product. Save as otherwise
expressly agreed in writing, BNP Paribas is not acting as
financial adviser or fiduciary of the investor in any transaction.
The information, opinions and projections expressed herein
reflect the opinion of their author at the time of writing they
are not to be relied upon as authoritative or taken in
substitution for the exercise of judgment by anyone, and are
subject to change without notice. Neither BNP Paribas nor any
BNP Paribas Group entity accepts any liability whatsoever for
any consequences that may arise from the use of information,
opinions or projections contained herein.

As distributor of the products described herein, BNP Paribas
may receive distribution fees on which you can obtain more
information upon specific request. BNP Paribas, their
employees or administrators may hold positions in these
products or have dealings with their issuers.

By accepting this document, you agree to be bound by the
foregoing limitations.
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