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Olympians equate gold with being the best performer in an environment of high pressure.
So should investors. Gold 1is anti-cyclical and considered a safe-haven asset, performing
strongly 1in times of crisis. However, the results are not instant, and gold has been
known to dip before sprinting to the photo finish.

Gold is a perfect hedge for financial market stress

The chart below shows that gold has outperformed equities in 19 out of 20 of the S&P
500’s worst quarters since 1970. The sole exception was 1in 1975, a year after
exceptional gold performance (which is thus seen as a fair-value correction). Moreover,
in 15 of the 20 quarters, gold performed positively (and all the worst S&P 500 quarters
were negative).

Figure 1: Gold returned positive performance in 15 of the 20 worst quarters for
S&P 500
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Source: WisdomTree, Bloomberg. In USD. From 31 December 1967 to 30 June 2024, using quarterly data.
Gold is proxied by the LBMA Gold Price PM Index and S&P 500 1is proxied by the S&P 500 Gross Total
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Return Index. Past performance is not 1indicative of future results. You cannot invest
directly in an index.

Not an instant result

Results are not instant, however. Even in the global financial crisis of 2008, gold fell
in tandem with S&P500 for about a month (starting in mid-May 2008) before turning. Even
then, there were some sharp corrections in gold before the two assets separated in
spectacular form.

Figure 2: Gold and S&P 500 performance in the global financial crisis of 2008
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Source: WisdomTree, Bloomberg. In USD. 22 May 2008 to 2 February 2009, using daily data. Gold is
proxied by the LBMA Gold Price PM Index and S&P 500 is proxied by the S&P 500 Gross Total Return

Index. Past performance is not indicative of future results. You cannot invest directly
in an index.

why does gold dip before sprinting?

Correlations across all assets pick up during a crisis. A bloodbath does not
discriminate in initial phases. One possible reason is that assets such as gold are used
as highly Tliquid (see Figure 3), cash-Tike dinstruments that are needed in times of
stress to meet margin calls in other futures positions and risk-covering activity. That
selling for liquidity needs initially places downward pressure on gold.

Figure 3: Average daily trading volumes of major assets in US dollars
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Sources: Bloomberg, Bank for International Settlements, FINRA TRACE, International Capital Market
Association (ISMA), Nasdag, World Gold Council; Disclaimer *Based on estimated one-year average
trading volumes from 1 January 2023 to 31 Dec 2023, except for currencies that correspond to April
2022 daily volumes due to data availability. **Gold liquidity includes estimates on over-the-counter
(0TC) transactions and published statistics on futures exchanges, and gold-backed exchange-traded
products. DJIA is Dow Jones Industrial Average. Past performance is not indicative of future
results. You cannot invest directly in an index.

This works well for investors as it creates new entry points with plenty of time to
react. These initial price declines will 1increase the upside potential, especially as
rate cuts from the US Federal Reserve appear just around the corner. As we discuss 1in
our recently published Gold outlook, when rate cuts come into effect, we expect a very
bullish environment for gold. The recent price dips have made the entry point even more
attractive.

How can investors access the opportunity?

At WisdomTree, we offer 1investors a range of solutions for investing in gold, ranging
from physically backed gold exchange-traded products to short and Tleveraged gold

exposures. Physical gold exchange-traded commodities (ETCs) provide an easy and cost-

efficient exposure to gold bullion held in vaults in London or zurich from reputable and
highly secure custodians.

Discover our wide range of gold products that cater to different investor objectives and
preferences here.

Related Products

+ WisdomTree Core Physical Gold (WGLD / GLDW)

+ WisdomTree Physical Swiss Gold (SGBS/SGBX

+ WisdomTree Gold 3x Daily Short (3G0S/3SGO)

+ WisdomTree Gold 3x Daily Leveraged ( 3GOL/3LGO
+ WisdomTree Physical Gold (PHAU/PHGP)
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Related Blogs
+ Positioning across commodities & crypto amidst the sell-off

View the online version of this article here.
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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 dssued 1in jurisdictions outside of +the EEA: This
document has been issued and approved by WisdomTree UK Limited, which 1is authorised and
regulated by the uUnited Kingdom Financial Conduct Authority.

wisdomTree Ireland Limited and WwisdomTree 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. Past performance is not a reliable indicator of
future performance. 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. 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. The value of any investment may be
affected by exchange rate movements. Any decision to invest should be based on
the information contained 1in the appropriate prospectus and after seeking
independent 1investment, tax and Tlegal advice. These products may not be
available in your market or suitable for you. The content of this document does
not constitute investment advice nor an offer for sale nor a solicitation of an
offer to buy any product or make any investment.

An 1investment 1in exchange-traded products (“ETPs”) is dependent on the performance of
the underlying index, Tless costs, but it is not expected to match that performance
precisely. ETPs involve numerous risks including among others, general market risks
relating to the relevant underlying index, credit risks on the provider of index swaps
utilised in the ETP, exchange rate risks, dinterest rate risks, dinflationary risks,
Tiquidity risks and Tegal and regulatory risks.

The information contained in this document is not, and under no circumstances is to be
construed as, an advertisement or any other step in furtherance of a public offering of
shares in the United States or any province or territory thereof, where none of the
issuers or their products are authorised or registered for distribution and where no
prospectus of any of the 1issuers has been filed with any securities commission or
regulatory authority. No document or -information 1in this document should be taken,
transmitted or distributed (directly or indirectly) into the United States. None of the
issuers, nor any securities issued by them, have been or will be registered under the
United States Securities Act of 1933 or the Investment Company Act of 1940 or qualified
under any applicable state securities statutes.

This document may contain independent market commentary prepared by WisdomTree based on
publicly available information. Although wisdomTree endeavours to ensure the accuracy of
the content in this document, wisdomTree does not warrant or guarantee its accuracy or
correctness. Any third party data providers used to source the information in this
document make no warranties or representation of any kind relating to such data. Wwhere
wisdomTree has expressed its own opinions related to product or market activity, these
views may change. Neither wisdomTree, nor any affiliate, nor any of their respective
officers, directors, partners, or employees accepts any Tliability 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 our
belief or current expectations with regards to the performance of certain assets classes
and/or sectors. Forward Tlooking statements are subject to certain risks, uncertainties
and assumptions. There can be no assurance that such statements will be accurate and
actual results could differ materially from those anticipated in such statements.
wisdomTree strongly recommends that you do not place undue reliance on these forward-
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Tooking statements.
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