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Taking a breather, but not for long
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Our models indicate that when gold hit all-time highs in April and May, it was overvalued, so itʼs
unsurprising that the gains were given back in June. While the higher-than-expected inflation numbers
in March 2024 justified a gold rally, continued bond and currency headwinds in April and May indicate
that gold prices should not have risen so much. However, the overshoot wasnʼt that large, and the
recent pullback is on course to put gold back in line.
 

Figure 1:  Gold price actual and forecast numbers compared

Source: WisdomTree Gold Model, June 2022 to June 2024. Assuming a 3.4% CPI inflation rate for June 2024. Historical  performance 
is not an indication of future performance and any investments may go down in value.

The Federal Reserveʼs Open Market Committee (FOMC) meeting revealed that the central bank is in even
less of a hurry to cut rates than previously assumed. The FOMCʼs Dot Plot points to only one 25bps rate
cut in 2024 and 75bps in 2025. Pushing the expected rate cuts further down the road has cooled gold
prices. We believe that gold will continue to slow in Q3 2024 but then accelerate to new all-time highs by
Q2 2025 at $2,570/oz.
 

Figure 2:  FMOC dot plots

Source: WisdomTree, Bloomberg, Federal Reserve s̓ Open Market Committee (FOMC) s̓. Median of 19 committee membersʼ
expectations. June 2024. OIS = Overnight Index Swap. Historical  performance is not an indication of future performance and
any investments may go down in value.

With the European Central Bank having initiated its first rate cut and the Federal Reserve looking like it
will take some time to catch up, the US dollar has faced appreciation pressure. That has been the
headwind for gold in the past month.
 

Figure 3:  Dollar headwinds return

Source: WisdomTree, Bloomberg. 1/5/2024 – 19/6/2024. Historical  performance is not an indication of future performance        
and any investments may go down in value.

One of the other reasons gold prices cooled was that the International Monetary Fundʼs International
Financial Statistics (IFS) data revealed that central banks had slowed down their gold purchases in April
2024 to 33 tonnes from a revised 36 tonnes in March (the original print for March was 39 tonnes, and so
the revision also weighed on price). Most notably, the People's Bank of China (PBOC) reported a
significant decline in gold buying. The bank reported that its gold reserves rose by just under 2 tonnes in
April to 2,264 tonnes and then no purchases in May. Its average purchases before April were 18 tonnes.
However, we believe the PBOC is simply taking a break after record-high gold prices, and now that gold
prices have cooled, it will resume healthy buying.
In fact, the World Gold Councilʼs survey of central bankers indicates that most central banks expect
higher levels of gold purchases this year than last year, and the proportion that indicates that they are
buying to diversify away from the US dollar has increased relative to last year. 81% of central banks
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expect higher central bank gold holdings in 2024, up from 61% in 2022. As a proportion of all foreign
exchange reserves (including gold), 69% of central banks surveyed said they expect central banks to
have a higher proportion of gold holdings in 2024, up from 45% when surveyed in 2022. Only 13% said
lower, down from 24% in 2022. Interestingly, zero developed world central banks in 2023 said they want
to hold gold as part of a de-dollarisation policy. In 2024, 6% of developed world central banks said that
was a policy goal (survey sample 18 developed world central banks in 2024 and 11 in 2023). That points
to one central bank – and we assume it's Singapore, given that it has been an active buyer for the past
year. Not many emerging market central banks admit to de-dollarisation as a motivation (only 11% and
13%, respectively, in 2023 and 2024, with 36 and 39 sample sizes). But we know the events of 2022
profoundly changed central banksʼ perception of risk around holding G7 currencies in the wake of asset
freezes.
 

Figure 4:  Central bank expectations on central bank gold holdings

Source: World Gold Council. 2024 Central Bank Gold Reserves Survey, June 2024. Historical  performance is not an indication     
of future performance and any investments may go down in value.

Global gold ETP outflows have now plateaued. China continues to buy gold ETPs at a record pace.
Chinese gold ETFs added RMB1.8bn (US$253mn) in May, extending their inflow streak to six months and
pushing their total assets under management to a record high. Although May purchases (3.4 tonnes)
were less than April (16 tonnes), they were still the second highest since September 2023. Collective
holdings now stand at 90 tonnes, also the highest in history.
 

Figure 5:  China gold ETP holdings

Source: World Gold Council. June 2024. Historical  performance is not an indication of future performance and any          
investments may go down in value.
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Important Information

Marketing communications issued in the European Economic Area (“EEA”) :           This document has been issued and
approved by WisdomTree Ireland Limited, which is authorised and regulated by the Central Bank of Ireland.
 
Marketing communications issued in jurisdictions outside of the EEA:          This document has been issued and approved
by WisdomTree UK Limited, which is authorised and regulated by the United Kingdom Financial Conduct Authority.
 
WisdomTree Ireland Limited and WisdomTree UK Limited are each referred to as “WisdomTree” (as applicable). Our Conflicts of
Interest Policy and Inventory are available on request. 
 
For professional clients only.  The information contained in this document is for your general information only     
and is neither an o0er for sale nor a  solicitation of an o0er to buy securities or shares.  This document should                     
not be used as the basis for any investment decision. Investments may go up or down in value and you may                   
lose some or all  of the amount invested. Past performance is not necessari ly a  guide to future performance.                   
Any decision to invest should be based on the information contained in the appropriate prospectus and aMer               
seeking independent investment,  tax and legal advice.   
 
The application of regulations and tax laws can oMen lead to a  number of di0erent interpretations.  Any views     
or opinions expressed in this communication represent the views of WisdomTree and should not be construed              
as regulatory,  tax or legal advice.  WisdomTree makes no warranty or representation as to the accuracy of any  
of the views or opinions expressed in this communication. Any decision to invest should be based on the                
information contained in the appropriate prospectus and aMer seeking independent investment,  tax and legal             
advice.
 
This document is not, and under no circumstances is to be construed as, an advertisement or any other step in furtherance of a
public o0ering of shares or securities in the United States or any province or territory thereof. Neither this document nor any
copy hereof should be taken, transmitted or distributed (directly or indirectly) into the United States. 
 
Although WisdomTree endeavours to ensure the accuracy of the content in this document, WisdomTree does not warrant or
guarantee its accuracy or correctness. Where WisdomTree has expressed its own opinions related to product or market activity,
these views may change. Neither WisdomTree, nor any a0iliate, nor any of their respective o0icers, directors, partners, or
employees accepts any liability whatsoever for any direct or consequential loss arising from any use of this document or its
contents.
 
This document may contain forward looking statements including statements regarding current expectations or beliefs with
regards to the performance of certain assets classes and/or sectors. Forward looking statements are subject to certain risks,
uncertainties and assumptions. There can be no assurance that such statements will be accurate and actual results could di0er
materially from those anticipated in such statements. WisdomTree strongly recommends that you do not place undue reliance
on these forward-looking statements.

Any historical performance included in this document may be based on back testing. Back testing is the process of evaluating
an investment strategy by applying it to historical data to simulate what the performance of such strategy would have been.
However, back tested performance is purely hypothetical and is provided in this document solely for informational purposes.
Back tested data does not represent actual performance and should not be interpreted as an indication of actual or future
performance.
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