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Sharing Gold Insights with CNBC and Bloomberg 

Television Who Are Usually Negative on Gold 
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Nominal Interest Rates 
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Real Interest Rates 

Investors Focus on Tip of Interest Rates 

INVESTORS NEED TO FOCUS 
ON  REAL INTEREST RATES 
(Nominal Rates – CPI = Real Rates) 



usfunds.com 

usfunds.com 
January 2017  | 17-041 

Fear Trade: The Inverse Relation Between Real Interest Rates 

and the Price of Gold 
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Aug 2015 

vs 

Aug 2016 

Compare 
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Fear Trade: The Inverse Relation Between Real Interest Rates 

and the Price of Gold 
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Dec 2015 

vs 

Dec 2016 

Compare 
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Fear Trade: Gold Rebound Has Been Linked 

to Fall in Real Interest Rates 
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Gold Corrects on Rise of 10-Year 

Treasury Yield 
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Gold Cycle 2001 to 2007: Gold Stocks 

Outperformed Bullion 
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Past performance does not guarantee future results. 
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Gold Cycle 2009 to 2016: Bullion 

Outperformed Gold Stocks 
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Gold Cycle Year-to-Date: Gold Stocks 

Outperformed Bullion  
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Driver: The Love Trade 
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Demographics: Emerging World Holds 49% of the 
Global Population, Just 24% of GDP 

Past performance is no guarantee of future results. 
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Understanding Various Market Cycles 
Managing Expectations — Cycles 

DAY MONTH 
ANNUAL 

SEASONAL 
PRESIDENTIAL 

4-YEAR 

LIFE CYCLE  
OF MINE 

8-YEAR 
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The seasonal pattern shows historical 
tendency of when the highest and 
lowest prices occurred, based on analysis 
of daily prices collected over the last 5, 
15 and 30 years by Moore Research 
Center, Inc. 
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Gold’s Love Trade: Cultural Celebrations 

Prompting the Purchase of Gold 
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“Chindia” Accounts for More Than Half of Total Global 

Gold Jewelry Demand in 2015 
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China Surpasses U.S. on Purchasing Power Parity 
Valuation of GDP 
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The Great Tectonic Shift of Physical 

Gold From West to East 
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February 8, 2016 

In December 2015, China imported 180 tonnes of 

gold from Switzerland alone. 
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Gold Is Among Indian Households’ 

Regular Expenditures 
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Indian Households Own More Gold Than Top Six 

Central Banks 

In Tonnes 

26 



27 Monsoon or rainy season typically lasts from July to September 
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Canadian Dollar and Russian  

Ruble Track Oil Prices 
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Gold’s Performance in Various World Currencies 

Since 2011 Peak $1,900/oz 
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+169% 

+115% 

+108% 

+81% 
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Gold’s Performance in Various World Currencies 
Past 12 Months 
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+110% 

+109% 

+106% 

+96% 



The Periodic Table of Commodity Returns The Periodic Table of Commodity Returns 

32 



usfunds.com 

usfunds.com 
January 2017  | 17-041 

Each Asset Class Has Its Own DNA of Volatility 

Daily Rolling 1 Year 

NYSE Arca Exchange Gold BUGS Index ±3% ±40% 

WTI Crude Oil ±3% ±38% 

Gold Bullion ±1% ±19% 

S&P 500 Index (SPX) ±1% ±18% 

Euro ±1% ±10% 

Canadian Dollar ±1% ±10% 

U.S. Dollar Index ±1% ±9% 

Source: Bloomberg, U.S. Global Investors 

Standard deviation based on 10-year daily data as of 12/31/2016 

33 

Standard deviation is a measure of the dispersion of a set of data from its mean. The more 

spread apart the data, the higher the deviation. Standard deviation is also known as 

historical volatility. Past performance is no guarantee of future results. 
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Card Counting Allowed 
Managing Expectations — Anticipate Before You Participate 

Measuring Monthly Volatility 
Number of +10% 

Moves 

Number of -10% 

Moves 

Frequency of 

±10% Moves 

NYSE Arca Gold BUGS Index (HUI) 449 342 30% 

WTI Crude Oil 407 265 26% 

MSCI Emerging Markets (MXEF) 137 174 12% 

Gold Bullion 128 77 8% 

S&P 500 Index (SPX) 33 68 4% 

Calculated over rolling 20-trading day periods. Based on approximately 2,550 total occurrences over the past 10 years as of 9/30/2013. 
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Gold’s Heartbeat:  
Historically Gold Reverts to the Mean 

35 

1 Sigma = 7% 
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Exploration Spending Has  

Skyrocketed Without True Success  
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At $9 billion/year plus replacement 

requirements of 90 Million oz/year  

a discovery cost of $100/oz is 

needed. This is low.    
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+3 Million Ounce Discoveries  

Becoming Scarce  
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Where Have All the Gold Discoveries Gone? 
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World Quarterly Mine Production 

Is Trending Down 
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Gold Grades Fall 
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Three Price Levels When Valuing Companies 

1. Wholesale Price 

2. Retail Price 

3. Fairytale Price 
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The Lifecycle of a Mine 
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The Five M’s for Gold Miners 
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• Management 

• Mine Lifecycle 

• Market Cap 

• Money (Burn Rate) 

• Minerals 

Weight of Truck: 423 tons 

Load Capacity: 240 tons 

Frank Holmes, 

Mauritania 
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The Portfolio 

Manager’s Cube: 

A Look at the 

Value Drivers 

Behind Superior 

Resource Stock 

Performance 
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49 *Hypothetical portfolio of 10 gold stocks based on REV/SGA. As of 12/31/2016 
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Royalty Companies Have a Greater Revenue 

Per Employee Model than Producers 
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$200k 

$14 mil 

$20 mil 

$24 mil 



Unlike royalty companies, producer companies operate mines. 
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Trying to Stop a Bull Market Has Risks 
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Are you tuning in? 
Don’t miss Frank Holmes’ weekly gold commentary on Kitco News 

with Daniela Cambone! 

Kitco.com on July 14, 2016 
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Recognition As an Industry Leader  

in Investor Education — 80 Awards 
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80 Mutual Fund Education Alliance STAR Awards 

MFEA 

The Mutual Fund Education Alliance (MFEA) is a national industry association committed to investor education, and its 

STAR Awards program recognizes marketing communications efforts in the mutual fund industry. The awards competition 

is judged by industry professionals, and based on criteria including educational value, content, design and functionality. 
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Disclosures 
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All opinions expressed and data provided are subject to change without notice. Some of these opinions may not be 

appropriate to every investor. 

 

  

 


