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World events and gold
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Source: Bloomberg, HSBC
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Feb 16:
UK referendum 

scheduled for June

Oct 06: 
Dow closes above 
12,000 for the first 

time

Dec 07: 
China becomes the world's 

largest gold producer 
overtaking South Africa

Jan 08:
China opens first gold 

futures market in Shanghai 

Mar 08:
Gold breaks USD 

1,000/oz

Sep 08: 
Financial market collapses
Lehman Brothers files for 

bankruptcy

Nov 08:
Fed announces 

QE1

Dec 08:
Fed funds rate 

lowered to 0.25%

Dec 09:
Greek debt crisis 

springs up

Nov 10:
Fed announces 

QE2

Aug 11:
Gold hits nominal record 
high of USd1,921/oz...

...after S&P downgrades US 
credit rating

Sep 12:
Fed announces 

QE3

Dec 12:
Fed announces

"new" QE4

Apr 13:
Gold drops by 

USD 240/oz in 3 
days

Oct 13:
US government 

shutdown 

Dec 13:
Fed announces QE 

tapering to begin

Dec 15:
Fed raises Fed funds 
rate for the first time 

since 2006, by 0.25%

Jan 15:
Oil falls below 
$50 a barrel

Jun 15:
Greece misses a 

payment of 
$1.5b to the IMF 

Jan 16:
Oil falls below 
$30 a barrelAug 15:

Concerns with China 
trigger global stock 

market sell-of 



The Fed and gold

3

Source: Bloomberg, HSBC
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Gold, USD/oz (LHS)

Feb 29:

Bernanke Testimony 

to Congress

June 7:

Bernanke Testimony 

to J.E.C

Aug 31:

Bernanke Jackson 

Hole Speech

Sep 13:

QE3 & "Mid-

2015"guidance

Dec 12:

FOMC announces new 

QE

Dec 18:

Fed announces QE 

'taper'
Jan 29:

Fed announces 

second QE 'taper'

Mar 19:

Fed announces 

third QE 'taper'

Apr 30:

Fed announces 

fourth QE 'taper'

Oct 29:

Fed ends QE

Mar 18:

Fed removes 

'patience'guidance

Jul 15:

Yellen 

Testimony to 

Congress

Sep 17:

Fed does not raise 

rates, citing volatility in 

global financial markets 

Dec 16:

Fed raises Fed funds 

rate for the first time 

since 2006, by 0.25%

Feb 10:

Yellen testimony 

to Congress

March 16: Fed 

does not raise 

rates at March 

meeting

April 27: Fed 

opens door 

for June hike 

at April 

meeting



Gold recovery 

• USD rally challenged in 2016   

• HSBC forex strategy team suggests a weaker USD in 2016

• USD tends not to rally after Fed raises interest rates; gold tends to rally

• Negative interest rates a positive for gold

• Market expectations of Fed rate rises weighed on gold in 2013 and 2014; fewer-than-expected rate rises are 

leading to gold recovery

• Investment shift

• Marked recovery in gold ETFs

• Rebuilding long positions on Comex

• Physical market reacting to higher prices 

• A significant discount in India to world prices, implying no import demand

• Indian authorities increased taxes on gold jewelry

• Coin and bar demand volatile in China

• Room is open for central bank gold purchases if USD is seen as weakening but forex holdings are falling

• Supply constraint

• Gold mine production likely topping out; 2015 may be peak year

• Scrap market is down due to low prices
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Negative rates
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:

The new trend for 

some central banks

Highly supportive of 

gold based on:

• Distress

• Lack of opportunity 

cost

• Flat yield curve

• Substitute for cash

• “Safe-haven” 

appeal

• Central bank 

intervention free

More central banks have breached the zero 
bound
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Global bonds

Roughly a quarter 

of global 

government 

bonds now have a 

negative yield

Gold began its 

current rally as the 

percentage of 

negative bonds 

increased

Source: HSBC, Bloomberg. Note: Share of Bloomberg global government bond index with a yield to maturity of less than 

0%, calculated using amount outstanding.
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Gold and rate hikes
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Based on the last 

four Fed 

tightening cycles, 

gold prices tend to 

weaken going into 

rate hikes and 

then rally for the 

next 120 trading 

days  

Source: Bloomberg, HSBC

December 1986 rate hike
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Currency wars: give peace a chance

The end of the 

„Currency Wars‟ 

as suggested by 

the HSBC forex 

research team is a 

positive for 

commodities, 

including gold

Source: HSBC

End of the currency 
war: stronger JPY & 

EUR

Weaker USD

Positive for 
commodities

Less pressure 
on the RMB, 

smaller chance 
of devaluation

Positive for 
Asian FX

More positive 
outlook for EM FX
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Dollar strength scenario

Investment-grade 

credit, REITs and 

high yield do well 

in periods of 

dollar strength 

while commodities 

(including gold) 

and certain equity 

markets suffer  

Source: Bloomberg, HSBC, Thomson Reuters Datastream

Effect of USD strength on assets
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Gold and inflation breakeven
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Gold fell in the 

absence of 

inflationary 

pressures

A turn higher in 

expectations may 

lend some support 

to gold

More important, low 

inflation 

expectations trigger 

expectations of 

easy monetary 

policy, which 

supports bullion

Gold moves with inflation expectations

Source: Bloomberg, HSBC
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Gold and China‟s stock market
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Equity strength 

weakened gold

Eventually, equity 

declines rekindled 

interest in gold

Source: Bloomberg, HSBC
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Global trade

Source: HSBC, Thomson Reuters Datastream
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Gold tracks economic policy uncertainty

Source: HSBC, Bloomberg

Gold tracks 

economic 

uncertainty

The Economic  

Policy Uncertainty 

Index rose during 

the crisis 

Gold also rose as 

rising uncertainty 

triggered bullion 

demand

Both peaked in the 

same month and 

eased lower until 

this year

Economic policy uncertainty index and gold

50

70

90

110

130

150

170

190

210

230

250

600

800

1,000

1,200

1,400

1,600

1,800

2,000

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

Gold, USD/oz (LHS) US Economic Policy Uncertainty Index (RHS)



14

Commodity prices

Real commodity prices at 
1990s levels

The sharp fall in oil 

prices over the past 18 

months has brought 

aggregate global 

commodity prices back 

to the 1990s average 

level, when adjusted 

for inflation 

The 12-year „super-

cycle‟ has now run its 

full course

A recovery may lend 

support to gold 

Source for charts: Thomson Reuters Datastream, HSBC

Energy and metals are down 
sharply
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Gold and investments

The decline in 

investment is seen 

clearly by the drop 

in ETF holdings

Declines have 

reversed as risk-

off has 

encouraged gold 

purchases

ETFs are 

rebuilding and we 

look for further 

build in 2016 

based on risk-on 

and “safe-haven” 

demand

Source: Gold Bullion, ETF Securities, Bloomberg, CFTC, HSBC
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China‟s gold import from Hong Kong

The drop in prices 

in 2013 set off a 

wave of demand in 

price-sensitive 

gold-consuming 

nations

Lower prices at 

end-2014 stoked 

demand

Demand has 

softened more 

recently but 

remained 

historically high 

until this year

Source: Hong Kong Census and Statistics Department

China: Gold imports from Hong Kong
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Gold consumption

India and China are the 

world‟s two largest gold 

consumers

However, gold 

consumption per capita 

is still relatively small, 

with plenty of room for 

expansion

Economic growth and 

rising wages are the 

driving forces behind 

our expectation for 

India‟s gold demand to 

rise in the long term

Source: Thomson Reuters GFMS

Gold consumption per capita
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Gold as a percentage of currency reserves among largest holders

Western central banks 

hold a large 

percentage of their 

foreign exchange 

reserves in gold 

Most other countries 

have smaller 

allocations of gold in 

their foreign 

exchange reserves 

Emerging market 

central banks are net 

buyers, while Western 

central banks have 

effectively stopped 

selling gold

China is the second-

largest importer of 

gold and the largest 

producer

Gold as a % of currency reserves

Source: WGC/IFS
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