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Gold prices to benefit from heightened risk as
investors hedge their bets
Gold prices have been forecast to remain strong into 2019 after recovering
from a low point of US$1,160 in mid-August to US$1,307.89 today February
14.
The US Federal Reserve is expected to slow the pace of interest rate hikes this
year, hindering US dollar increases and keeping upwards pressure on the gold
price.
Geopolitical concerns, punitive sanctions on Russia and Iran and challenging
global financial conditions have put myriad pressures on commodity prices, but
the heightened risk carried into 2019 may be end up favourable for gold
investors.
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Typical drivers of the gold price can be grouped into four categories, according
to the World Gold Council (WGC): wealth and economic expansion; market risk
and uncertainty; opportunity cost; and momentum and positioning.
As a strategic asset, gold demand has historically been positively-correlated
with economic growth as well as strongly responsive to periods of heightened
risk.
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Source: tradingeconomics.com
Strong price forecast for 2019
Early in January Goldman Sachs released a report raising its 12-month price
forecast up from $1,350 an ounce to $1,425, a price last seen in August 2013.
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The Goldman analysis maintains the gold price will be supported primarily by
growing demand for defensive assets, with the slower pace of US Fed rate
hikes boosting demand only marginally.
Bank of America Merrill Lynch predicts that with sustained global demand
coupled with a weaker US dollar, the gold price could see highs of US$1,400
an ounce and an average of $1,296 across 2019.
Bullish on gold
In its "2018 Precious Metals Review" released in December, Refinitiv's GFMS
metals research team said the US-China trade war this year had a negative
impact on the gold price, pushing it below the $1,200 per ounce level after
trading above $1,300 the first two quarters.
According to the report, any cooling off between the US and China might drive
the dollar down and be beneficial to gold.
The WGC supported the bullish view on gold in its 2019 outlook, noting several
trends that will be key in determining gold's demand.
These include:

Increased market uncertainty and the expansion of protectionist economic
policies making gold increasingly attractive as a hedge;

Effects from higher interest rates and US dollar strength expected to be limited
as US Fed has signalled a more neutral stance; and

Structural economic reforms in key markets will continue to support demand for gold.
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Consensus gold price forecast. Source: PCF Capital Group
US Dollar losing pre-eminence
Geopolitical shifts emanating from Washington have caused countries around the world to rethink the US dollar as the primary
global reserve currency.
World Gold Council chief executive officer designate David Tait noted in the Council's 2019 outlook that geopolitical shifts, plus
concerns about the US-China trade war, as the main cause of this drive.
The European Commission has proposed measures to make the Euro a reserve currency and decrease dependence on the
dollar in international trade.
Europe's recovery from the debt crisis has not matched that of the US economy, leading to European banks and investors
increasingly adding gold to their portfolios since early 2016.
Political challenges such as Brexit have created a level of unease among investors and other societal issues in Spain, France
and Italy have ensured continued risk into 2019, potentially strengthening gold's position.
Tait also points out Russia's 'de-dollarisation' plans, under which Russian companies would use roubles, euros and the
Chinese renminbi instead of the dollar.
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Key global asset performance at December 31, 2018. Source: Bloomberg, ICE Benchmark Administration, World Gold Council
Increased gold mining activity
Gold mining activity has increased across the board, but Tait notes soaring demand for gold bars and coins in Iran as the
country tries to counter US sanctions with increased gold mining to boost employment and growth.
Globally, the industry is going through a period of streamlining and M&A activity, looking to drive returns for shareholders.
The US$18.3 billion merger of Barrick Gold (TSE:ABX) and Randgold Resources (LON:RRS), which became effective on
January 2, and Newmont Mining's announcement to acquire Canada's Goldcorp to create the world's largest gold mining
group, is expected to trigger further consolidation across the industry.
According to PCF Capital Group, by the first week of December last year there had been 45 major gold asset transactions on
the ASX for a total value of $2.3 billion, with 23 of these yet to be completed.
Research by S&P Global Market Intelligence shows global exploration budgets for minerals other than iron ore, coal and
bauxite reached US$10.1 billion in calendar year 2018, up 19% year-on-year.
Gold exploration spending of US$54.3 billion in the past decade was 60% higher than the US$32.2 billion spent across the
preceding 18 years.
READ: Gold sector sees M&A consolidation on ASX ahead of 2019 price uncertainty
Much of the Australian gold sector's consolidation in 2018 was focused on Western Australia's Goldfields region.
Producer Northern Star Ltd (ASX:NST) acquired Westgold Resources Ltd's (ASX:WGX) South Kalgoorlie operations and
began a buy-out of Rand Resources Ltd (ASX:RND) and Tribune Mining NL (ASX:TBR).
Other sizeable acquisitions in the region were Hanking Gold's purchase of Coolgardie-based Primary Gold Limited (ASX:PGO)
and Intrepid Mines Limited's (ASX:IAU) acquisition of AIC Resources Limited (ASX:A1C).
Mergers of note include: Silver Lake Resources Limited (ASX:SRL) and Doray Minerals Limited (ASX:DRM); MacPhersons
Resources Ltd (ASX:MRP) and Intermin Resources Limited (ASX:IRC); and the three-way merger between Bardoc Gold Ltd
(ASX:BDC), Excelsior Gold Limited (ASX:EXG) and developer Aphrodite Gold Limited (ASX:AQQ).
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Proactive Investors facilitate the largest global investor network across 4 continents in 4 languages. With a team of analysts
journalists & professional investors Proactive produce independent coverage on 1000's of companies across every sector for private
investors,
private
client
brokers,
fund
managers
and
international
investor
communities.
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No investment advice
The Company is a publisher. You understand and agree that no content published on the Site constitutes a recommendation that any particular security,
portfolio of securities, transaction, or investment strategy is suitable or advisable for any specific person. You understand that the Content on the Site is
provided for information purposes only, and none of the information contained on the Site constitutes an offer, solicitation or recommendation to buy or sell a
security. You understand that the Company receives either monetary or securities compensation for our services. We stand to benefit from any volume which
any Content on the Site may generate.
You further understand that none of the information providers or their affiliates will advise you personally concerning the nature, potential, advisability,
value, suitability or profitability of any particular security, portfolio of securities, transaction, investment, investment strategy, or other matter.
You understand that the Site may contain opinions from time to time with regard to securities mentioned in other products, including Company-related
products, and that those opinions may be different from those obtained by using another product related to the Company. You understand and agree that
contributors may write about securities in which they or their firms have a position, and that they may trade such securities for their own account. In cases
where the position is held at the time of publication and such position is known to the Company, appropriate disclosure is made. However, you understand and
agree that at the time of any transaction that you make, one or more contributors may have a position in the securities written about. You understand that price
and other data is supplied by sources believed to be reliable, that the calculations herein are made using such data, and that neither such data nor such
calculations are guaranteed by these sources, the Company, the information providers or any other person or entity, and may not be complete or accurate.
From time to time, reference may be made in our marketing materials to prior articles and opinions we have published. These references may be
selective, may reference only a portion of an article or recommendation, and are likely not to be current. As markets change continuously, previously published
information and data may not be current and should not be relied upon.
The Site does not, and is not intended to, provide investment, tax, accounting, legal or insurance advice, and is not and should not be construed as
providing any of the foregoing. You should consult an attorney or other relevant professional regarding your specific legal, tax, investment or other needs as
tailored
to
your
specific
situation.

www.proactiveinvestors.co.uk

www.proactiveinvestors.com

www.proactiveinvestors.com.au

ca.proactiveinvestors.com

www.proactiveinvestors.de

United Kingdom

North America

Australia

Canada

Germany

www.proactiveinvestors.com.au
Powered by TCPDF (www.tcpdf.org)

Suite 102, 55 Mountain Street

Ultimo, NSW 2007

ABN: 19 132 787 654

