Macro Microscope

The role of Gold
June 2025

Indrani De John Dioufas
Head of Global Investment Director, Datastream and
Research Macroeconomics

FTSE Russell, LSEG LSEG “ o




CORPORATE

FTSE Russell

FTSE Russell is not an investment firm and this presentation is not advice about any investment activity. None of
the information in this presentation or reference to a FTSE Russell index constitutes an offer to buy or sell, or a
promotion of a security. This presentation is solely for informational purposes. Accordingly, nothing contained in
this presentation is intended to constitute legal, tax, securities, or investment advice, nor an opinion regarding the
appropriateness of making any investment through our indexes.

Views expressed are subject to change. These views do not necessarily reflect the opinion of FTSE Russell or
London Stock Exchange Group plc.




CORPORATE

Gold performance in historical context — a reliable hedge against shocks?

 Gold has performed well as a hedge against sticky inflation, and economic uncertainty (GFC, Covid, tariffs)
« But gold underperformed during the more stable and ‘lowflation’ era from the 1990s - 2008
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Gold in a fragmented world: Safe haven and strategic asset

FTSE Russell FTSE Russell, LSEG, and Economic Policy Uncertainty, April 30, 2025
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Gold has performed best in moderate inflation as a store of value, but is a long-established effective safe haven

» Best gold returns have occurred in moderately high inflation (0.4%-0.5% monthly CPI, or about 5.5% per annum). Fed
easing cycles and low real yields also drove strong gains.

» Gold has shown strong positive correlation with policy uncertainty - highlighting its tactical hedging and safe-haven role.

Average gold return, by monthly US CPI inflation bucket, 1968-2025 Gold Price (USD/troy oz) and EPU index (36-month mov. ave, RHS)
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Gold in a fragmented world: Safe haven and strategic asset

FTSE Russell FTSE Russell, LSEG, and Economic Policy Uncertainty, March 31, 2025. For internal use only
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Growing central bank demand, led by EM, suggests new structural demand that could increase ?

EM central banks increased gold reserves by 132% since 2021, led by India (+38%) and China (+17%), this seems a

strategy to diversify reserves into a global asset, with no borders.

Gold backs 13.5% of central bank balance sheets (up from 9% in 2020), reflecting its growing role as a hedge against

inflation and trade uncertainty
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FTSE Russell Source: World Gold Council, IMF, as of March 31, 2025
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Gold in a fragmented world: Safe haven and strategic asset
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Gold’s low correlation with other asset class returns
enhances its role as a portfolio diversifier

e Gold shows low correlation with other asset classes, even if
correlations increased post-Covid.

* Rolling correlations show persistent weak alignment with US
large caps and other commodities
Correlation of asset class returns, monthly returns, 5-years
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Superior performance of a 60/20/20 portfolio,
including gold, vs a standard 60/40 portfolio

« The 60/20/20 portfolio outperformed the
traditional 60/40, delivering 7.5% annual
returns and a Sharpe ratio of 0.38, versus
6.3% and 0.25 for 60/40 — with only a
marginal increase in volatility.

» Gold’s benefit was most evident post-2020,
cushioning losses when equities and bonds
fell together, & enhancing portfolio resilience
In volatile macro environments.

Portfolio performance statistics (2010- 2025)
Annualised Annualised Annualised Sharpe Ratio
REI S Return Volatility

60 / 40 Portfolio 6.3% 8.01%

60/20/20 7.5% 8.55% 0.38
Portfolio

*60-20-20 = 60% equities, 20% govt. bonds, 20% gold prices
*60/40 = 60% equities, 40% govt. bonds
Gold in a fragmented world: Safe haven and strategic asset

FTSE Russell Source: Portfolio allocations use FTSE All-World Equities, FTSE World Government Bonds, and spot gold prices to represent global equities, bonds, and gold exposure, respectively
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Market Background — increased Japanese market volatility

« JPY near historic lows, even with BOJ raising interest rates and decreasing interest rate differential with USD
« JP government benchmark yields increasing to highest levels in 10 years, with bond auctions low bid cover ratios
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US Consumer Sentiment lows — U Mich Sentiment for May showing weakness

« The May reading near lows last seen in June 2022

« Concerning given the ability of the US Consumer to keep the US economy ticking over

FTSE Russell

LSEG, Datastream, May 30, 2025
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Gold relative to Silver

« Gold outperforming relative to Silver
« Assessing the Gold/Silver ratio shows second highest value, when considering the Covid spike

Gold Spot vs Silver Spot Gold to Silver Ratio
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About FTSE Russell (LSEG)

FTSE Russell is a leading global provider of index and benchmark solutions,
spanning diverse asset classes and investment objectives. As a trusted
investment partner we help investors make better-informed investment
decisions, manage risk, and seize opportunities.

Market participants look to us for our expertise in developing and managing
global index solutions across asset classes. Asset owners, asset managers,
ETF providers and investment banks choose FTSE Russell solutions to
benchmark their investment performance and create investment funds, ETFs,
structured products, and index-based derivatives. Our clients use our solutions
for asset allocation, investment strategy analysis and risk management, and
value us for our robust governance process and operational integrity.

For over 40 years we have been at the forefront of driving change for the
investor, always innovating to shape the next generation of benchmarks and
investment solutions that open up new opportunities for the global investment
community.

To learn more, visit Iseg.com/ftse-russell; email info@ftserussell.com;
or call your regional Client Service team office:

EMEA
+44 (0) 20 7866 1810

North America
+1 877 503 6437

Asia-Pacific

Hong Kong: +852 2164 3333
Tokyo: +81 3 6441 1430
Sydney: +61 (0) 2 7228 5659
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