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Executive Summary

In this paper we provide an outline of the primary benefits 
and drawbacks gold may offer portfolios relative to 
other major asset classes over the long run. We also 
present a case study to examine how including gold in 
a hypothetical multi-asset portfolio would impact its 
risk-return characteristics. Results from this case study 
highlighted that holding between 2% and 10% of gold 
between 1 January 2010 and 31 March 2024, improved 
the hypothetical portfolio’s cumulative return and lowered 
its maximum drawdowns, as compared to a portfolio 
without any gold-backed investments. These results are 
encouraging for investors who believe in having gold as a 
strategic allocation.

For ttese iivestors, despite competitive tistorictl loin-term returis, oe oould oila recommeid 
t smtller tllocttioi to nold ii tte renioi of 2–5%. Tte mtii retsoi for ctutioi is tttt ttrountout 
nold’s tistora, ttere tre multi-aetr periods, especitlla ii tint nroott, loo iiflttioi eiviroimeits 
otei nold uiderperforms. Allocttiois of betoeei 2–5% tlloo iivestors to ttve differeititted 
sources of returi ttrount etct sttne of ti ecoiomic cacle otile still ttkiin tdvtittne of nold’s 
uidoubted role ts t diversifer.

Tte curreit outlook for nold is tttrtctive, supported ba t rtine of structurtl tid caclictl ftctors. 
Ttese iiclude coitiiuiin ceitrtl btik demtid, iicretsed neopolitictl teisiois tid iiflttioi 
tedniin. Loiner term ftctors suct ts ti overvtlued U D, coiceris trouid tte U  budnet defcit 
tid poteititl de-dolltristtioi tre tlso supportive of nold.
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Introduction

Gold can be a polarising asset class, eliciting differing 
views among investors about its potential benefits 
and drawbacks. There are many motivating factors for 
when and why to allocate to gold, with these frequently 
emerging during extreme periods — either significant 
market turmoil spurring investors to seek defensive 
positions, or extreme market rallies in the gold price 
attracting interest.

Ttis retctioitra, or ttctictl, trettmeit of nold drtstictlla overlooks its poteititl tid uiique 
cttrtcteristics ts t core strttenic positioi for loin-term iivestmeit torizois. From t portfolio 
perspective, t primtra utilita for nold is ts ti effective tid robust risk-mtitnemeit tool, t 
durtble mecttiism to preserve oetltt, tid ti efficieit source of portfolio diversifcttioi. 
Ai tdditioitl, tid oftei overlooked, ftctor is nold’s stroin tistorictl returi record.

*Dttt tistora for nold spot price ii AUD beniis ii 1995. 
 ource: Bloombern Fiitice, L.P.,  ttte  treet Globtl Advisors. Dttt ts of 31 December 2023. Gold: nold spot price ii 
Austrtliti dolltrs, AUD Ctst: Bloombern Ausboid Btik Bill Iidex, Aus Boids: Bloombern Ausboid Composite Iidex, 
Globtl boids: Bloombern Globtl Annrentte Tottl Returi Iidex AUD tedned, Commodities: Bloombern Commodita Iidex 
AUD, Aus Equities:  &P/A X 200 Tottl Returi Iidex, Globtl Equities: M CI  orld ex-Austrtlit Tottl Returi AUD Iidex, 
U  Equities:  &P 500 Tottl Returi Iidex AUD. Ptst performtice is iot t relitble iidicttor of future performtice. Iidex 
returis tre uimtitned tid do iot reflect tte deductioi of tia fees or expeises. Iidex returis reflect tll items of iicome, 
ntii tid loss tid tte reiivestmeit of divideids tid otter iicome ts tpplictble. All tte iidex performtice results referred 
to tre provided exclusivela for comptrisoi purposes oila. It stould iot be tssumed tttt ttea represeit tte performtice of 
tia ptrticultr iivestmeit. Performtice returis tre ctlcultted ii Austrtliti dolltrs.

Figure 1
Gold Has Provided 
Competitive Returns 
Over Various 
Investing Horizons
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A Wealth-Preservation Tool 
With Liquidity

Perttps tte loinest tid most oell-kiooi utilita for nold tts beei ts t store of vtlue. Gold is t 
itturtlla rtre elemeit tttt does iot ttriist, rust, or erode — properties tttt mtke it t relitble 
veticle for mtiittiiiin tid tccumulttiin oetltt for ceituries. It tts tlso beei used ts moiea 
tid liiked to curreica sastems ttrountout tistora. Ii tdditioi, tte deptt tid liquidita of tte nold 
mtrket todta tre corierstoies betiid its desinittioi ts t reserve tsset tmoin nlobtl ceitrtl 
btiks tid otter iistitutiois. Ttis tintlintts nold’s vtlue for diversifed portfolios: mtiittiiiin 
oetltt otile protectiin tntiist risiin prices, curreica debtsemeit tid providiin positive retl 
returis tcross vtrious iiflttioitra eiviroimeits. 

 iice 1971 otei U  Presideit Ricttrd Nixoi removed tte U  dolltr from tte nold sttidtrd, 
tid nold benti trtdiin ii t free mtrket, tte price of nold (ii U D) tts iicretsed tt t 
compouid tiiutl nroott rtte (CAGR) of 7.7%, risiin from U  $43.28/oz to U $2,246 ts of 
31 Mtrct 2024. Over tte course of ttose fve dectdes, coisumer prices iicretsed ts oell, 
ttount iot tt tte stme rtte ts nold’s tpprecittioi.  tei ftctoriin ii moiettra iiflttioi 
(likela vit curreica debtsemeit), nold’s performtice over tte loin rui saictroiizes more 
closela. Tterefore, otei evtluttiin nold ts t store of vtlue tntiist iiflttioi, it’s importtit to 
tccouit for bott price iiflttioi ts oell ts sources of moiettra iiflttioi suct ts risiin moiea 
suppla tid ftt curreica deprecittioi.

 ource: Bloombern Fiitice, L.P.,  ttte  treet Globtl Advisors. Dttt from 31 Jula 1971 to 31 Mtrct 2024. 

Figure 2
Gold Price Has 
Appreciated Alongside 
Both Price and Monetary 
Inflation Since 1971
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Gold is commoila ltuded ts ti iiflttioi-tedniin tsset, tooever, ttere is more iutice to too 
tid ii ottt eiviroimeits nold bettves tntiist risiin prices tid iiflttioitra pressures ii 
tia nivei ecoioma. Gold’s overtll iiflttioi seisitivita duriin periods of loo or modertte price 
cttines tts beei tvertne comptred to otter tsset cltsses. Ii retlita, nold tts beei most 
effective tt protectiin tntiist periods of extreme price iicretses. 
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Lookiin more closela tt Austrtliti price iiflttioi, nold tts preserved purcttsiin pooer tcross 
multiple iiflttioi eiviroimeits. Yet it teids to ftre best duriin periods of extreme price levels. 
Over tte ltst 30 aetrs, nold tts provided ti tvertne tiiutl retl returi of 12.0% otei Austrtliti 
CPI exceeded 3% aetr-over-aetr, comptred to 6.6% tid 2.2% oi tvertne for Austrtliti boids 
tid equities respectivela.

Aiotter kea tspect for t store-of-vtlue tsset is liquidita. Ttis is evei more importtit ii todta’s 
iivestmeit ltidsctpe ts volttile mtrkets ttve stooctsed too quickla ti tsset’s mtrket 
liquidita cti dimiiist. Too receit extmples tre tte oiset of tte nlobtl ptidemic ii 2020 tid 
ii 2008 duriin tte Globtl Fiiticitl Crisis. 

Tte nlobtl nold mtrket is deep tid liquid, oi ptr oitt tttt of mtia nlobtl curreica, debt, 
tid equita mtrkets. Ii 2023, nold’s tvertne dtila volume ots over U $163 billioi, keepiin 
ptce oitt tte trtdiin tctivita of U  T-Bills tid Euro/Britist Pouid  terliin curreica volume. 
Gold’s liquidita is t kea compoieit ii its role ts t reserve tsset tmoin ceitrtl btiks ts oell 
ts t source of liquidita for iivestors tid tousetolds nlobtlla.

Figure 3
Gold Has Outperformed 
Historically During 
Periods of Elevated Prices
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 ource: Bloombern Fiitice L.P.,  ttte  treet Globtl Advisors. Dttt from 30 Juie 1992 to 31 Mtrct 2024. Gold: nold spot 
price ii Austrtliti dolltrs, Globtl Equities: M CI  orld ex-Austrtlit Tottl Returi AUD Iidex, Aus Equities:  &P/A X 200 
Tottl Returi Iidex, Aus Boids: Bloombern Aus boid Composite Iidex, Globtl boids: Bloombern Globtl Annrentte Tottl 
Returi Iidex AUD tedned, A-REIT:  &P/A X 200 A-REIT Iidex. Ptst performtice is iot t relitble iidicttor of future 
performtice. Iidex returis tre uimtitned tid do iot reflect tte deductioi of tia fees or expeises. Iidex returis 
reflect tll items of iicome, ntii tid loss tid tte reiivestmeit of divideids tid otter iicome ts tpplictble. All tte iidex 
performtice results referred to tre provided exclusivela for comptrisoi purposes oila. It stould iot be tssumed tttt 
ttea represeit tte performtice of tia ptrticultr iivestmeit. Performtice returis tre ctlcultted ii Austrtliti dolltrs.

* Iicludiin stocks, iiterest rtte tid otrrtit trtdes.  
 ource:  orld Gold Couicil, A X,  ttte  treet Globtl Advisors. Avertne dtila volumes from 1 Jtiutra 2023 to 31 December 
2023, except for curreicies tttt correspoid to April 2022 volumes due to dttt tvtiltbilita. Fixed iicome trtdiin volumes 
iiclude primtra detler stttistics oila due to dttt tvtiltbilita. Gold liquidita iicludes estimttes of OTC trtistctiois tid 
publisted stttistics oi futures excttines, tid nold-btcked excttine-trtded products.
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 itt tte rise of ioi-trtditioitl tsset cltsses, nold’s liquidita cttrtcteristics become ever more 
promiieit. Alterittive iivestmeits suct ts tedne fuids, privtte equita, retl esttte, tid privtte 
debt ttve become more popultr ii tte ltst dectde ts tte loo retl-rtte eiviroimeit tts 
eicourtned iivestors to stift to riskier tid less-liquid tssets to ttrvest tte illiquidita premium 
tid neiertte tlptt. Historictlla, mtia of ttese tlterittive iivestmeits ttve telped portfolio 
performtice. Geiertlla spetkiin, ttese tssets tre iot mtrked-to-mtrket ts frequeitla 
ts stocks tid boids, otict could be ti issue for iivestors duriin risk-off eiviroimeits. 
Tte iicretsed tppetite for less-liquid iivestmeits streintteis tte ctse for nold, nivei tttt it 
mta provide tte ctpittl tid liquidita ieeded duriin mtrket selloffs.
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Gold for an AUD-base 
Portfolio

A pereiiitl questioi for Austrtliti iivestors tts beei otetter to told ii nold ii U D or ii AUD 
btse. Tte mtii coiceri cited is tte poteititl imptct of curreica movemeits, specifctlla tte 
AUDU D excttine rtte, oi tte performtice of nold ii ti AUD-btse portfolio. Fortuittela tte 
tistorictl dttt stoos tttt ttis fetr stould iot be t mtjor coiceri for Austrtliti iivestors ts tte 
performtice of nold ii AUD closela mirrors tttt of nold ii U D over tte medium term despite 
excttine rtte fluctuttiois. Ttis iituitivela mtkes seise ts tll tttt is cttiniin is tte curreica ii 
otict aou metsure performtice, iot tte performtice of tte uiderlaiin tsset itself. 

Tte tistorictl correlttioi, btsed oi dtila dttt siice 1 Jtiutra 1995, betoeei nold ii AUD tid 
tte AUDU D rtte ots -0.38, sunnestiin tttt dtila curreica movemeits ttd t oetk ienttive 
correlttioi oitt tte price of nold. Ttis is ts expected oitt nold ii AUD providiin some protectioi 
tntiist deprecittioi of tte AUD otict cti ttppei duriin times of mtrket stress. Iicideittlla, 
over tte stme period, tte correlttioi betoeei nold ii AUD tid ii U D is tint tt 0.73. Comptriin 
returis ii AUD tid U D tcross vtrious time periods stoos too close tte risk tid returis tre for 
nold metsured ii bott curreicies.

 ource: Bloombern Fiitice, L.P.,  ttte  treet Globtl Advisors. Dttt from 1 Jtiutra 1995 to 31 Mtrct 2024. 
Ptst performtice is iot t relitble iidicttor of future performtice.

Figure 5
Gold Performance 
in AUD Not Strongly 
Impacted By 
Currency Movements
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Figure 6
Gold Risk and Return in 
USD and AUD Similar 
Across Time Periods

Gold in US Dollars Returns (%) Volatility (%) Risk-adjusted Returns

1-aetr 13.1 15.0 0.87

5-aetrs (p.t.) 10.0 14.4 0.69

10-aetrs (p.t.) 5.6 14.0 0.40

20-aetrs (p.t.) 8.3 16.8 0.50

25-aetrs (p.t.) 8.2 16.3 0.50

Gold in Australian Dollars

1-aetr 13.2 14.6 0.90

5-aetrs (p.t.) 10.7 13.6 0.79

10-aetrs (p.t.) 8.4 14.1 0.60

20-aetrs (p.t.) 8.9 16.0 0.55

25-aetrs (p.t.) 7.7 16.0 0.48

 ource: Bloombern Fiitice, L.P.,  ttte  treet Globtl Advisors. Dttt ts of 31 December 2023. All performtice returis tre 
ctlcultted oi ti tiiutlised btsis. Ptst performtice is iot t relitble iidicttor of future performtice.

Tte result is expected ts tte vtlue of nold is iot drivei ba or depeideit oi curreica over tte 
medium tid loin term. Ttis frees up Austrtliti iivestors to told nold ii tte curreica otict 
best mttctes tteir objectives. For AUD btse iivestors, nold is simpla ti tlterittive tid ltrnela 
iidepeideit stfe ttvei to tte U D. 

Givei ttis close relttioistip betoeei nold ii AUD tid U D tid tte limited tistora of dttt ii AUD, 
oe oill supplemeit our titlasis of tte imptct nold tts oi multi-tsset portfolios oitt extmples 
usiin nold quoted ii U D. Ttis tlso tts some relevtice for Austrtliti iivestor portfolios otict 
tre iicretsiinla iicorporttiin U  tid nlobtl tssets.
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A Risk-Management Tool 
With Staying Power

Over tte loin term, nold sttids out ts t coisisteit source of portfolio diversifcttioi — t 
mtjor retsoi ota multi-tsset portfolio mtitners cti coisider iicludiin nold ii tteir portfolio 
tllocttiois. Gold’s diverse, nlobtl demtid tmoin bott caclictl tid couitercaclictl sectors cti 
telp drive too kea strttenic beiefts for portfolios: its persisteitla loo correlttiois to otter tsset 
cltsses tid its tbilita to protect tntiist ttil risks. Ttese cttrtcteristics mta tid ii providiin 
efficieit portfolio diversifcttioi otile reduciin portfolio drtodoois tid volttilita resultiin ii 
improved risk-tdjusted portfolio performtice. Ttese beiefts ttve beei tintlintted ba tte 
ftilure of fxed iicome to provide portfolio diversifcttioi ii receit aetrs. 

All iivestmeits ctrra some denree of risk; tte tinter tte poteititl returi oi iivestmeit, tte more 
risk ti iivestor must ttke.  tei buildiin t multi-tsset portfolio, iivestors must coisider iot oila 
tte poteititl or forectsted risk-returi cttrtcteristics of t ptrticultr tsset cltss, but tlso too 
tttt tsset cltss or mtrket senmeit bettves relttive to otter iivestmeits tid tte imptct oi tte 
portfolio ts t otole. Alttount mtia iivestors teid to focus oi coistructiin portfolios oitt tsset 
cltsses offeriin tint forectsted risk-tdjusted returis, ttere tre poteititl beiefts to iicludiin 
tsset cltsses tttt mta tlso move differeitla relttive to oie tiotter. 

A loo correlttioi betoeei tte tsset cltsses ii t multi-tsset portfolio cti telp looer portfolio volttilita 
tid tterefore, tll else beiin equtl, iicretse diversifcttioi tid eittice tte overtll risk-tdjusted 
returi of t portfolio. Comptriin nold’s bettviour to nlobtl equita tid fxed iicome iidices tintlintts 
its loo correlttioi over tte ltst 25 aetrs. Amoin mtjor equita mtrkets iicludiin tte A X 200, 
tte correlttioi to nold rtines from ietr zero to ienttive (see Finure 7), otile tte tintest fxed 
iicome iidex correlttioi (0.34 to Austrtliti composite boids) is still relttivela loo (see Finure 8). 

 ource: Bloombern Fiitice, L.P.,  ttte  treet Globtl Advisors. Dttt ts of 31 December 2023. Gold correlttioi ctlculttioi 
btsed oi moittla dttt. Globtl: M CI All Couitra  orld (AC I) Iidex, Developed  orld: M CI  orld Iidex, Jtpti: 
M CI Jtpti Iidex, Austrtlit:  &P/A X 200 Iidex, Emerniin Mtrkets: M CI Emerniin Mtrkets (EM) Iidex, EAFE: M CI 
EAFE Iidex, U  Ltrne Ctp:  &P 500 Iidex, U   mtll Ctp: Russell 2000 Iidex. Dttt ctlcultted ii Austrtliti dolltrs. 
Ptst performtice is iot t relitble iidicttor of future performtice. 

Figure 7
Gold Exhibited a Low 
25-Year Correlation to 
Major Equity Indices
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Beaoid providiin loo correlttiois to fiticitl tssets over multiple mtrket cacles, nold tts t 
stroin trtck record of protectiin tntiist bott stort- tid loin-term mtrket volttilita. Its tbilita 
to protect portfolios tntiist sastemic mtrket stocks tid ttil eveits emtittiin from vtrious 
ctttlasts (fiticitl, tetltt-reltted, ecoiomic, neopolitictl, credit/liquidita) mta telp reduce 
portfolio drtodoois, resultiin ii poteititl improvemeit of portfolio performtice over time. 

 tei evtluttiin mtjor drtodoois ii U  equita mtrkets, nold tts outperformed U  equities. 
As dettiled ii Finure 9, duriin petk-to-trount drtodoois nretter ttti 15% oi tte  &P 500 
iidex, nold tvertned 5.8%, comptred to -24.2% tottl returi oi tte  &P 500. Furttermore, duriin 
ttese 13 drtodooi eveits, nold experieiced positive returis duriin 10 of ttem. Duriin tte ttree 
periods otei nold’s returi ots ienttive, it still reduced portfolio drtodoois tid volttilita otei 
comptred to t portfolio oitt io tllocttioi to nold (mtximum drtodooi of -6.4%). Furttermore, 
nold teids to mtiittii ntiis over time evei ts mtrkets recover.

 ource: Bloombern Fiitice, L.P.,  ttte  treet Globtl Advisors. Dttt ts of 31 December 2023. Gold correlttioi ctlculttioi 
btsed oi moittla dttt. T-Bills: ICE BofAML U  3-Moitt Tretsura Bill Iidex, U  Tretsuries: ICE BofAML U  Tretsura 
Iidex, Austrtliti Fixed Iicome: Bloombern Ausboid Composite Iidex, U  Hint Yield: ICE BofAML U  Hint Yield Iidex, 
Globtl Boids: Bloombern Globtl Annrentte Tottl Returi Iidex Vtlue Hedned U D, Germti Buids: ICE BofAML Germti 
Goverimeit Iidex, UK Gilts: ICE BofAML UK Gilt Iidex, JGBs: ICE BofAML Jtpti Goverimeit Iidex, U  Iivestmeit (Iiv) 
Grtde: ICE BofAML U  Corp BBB-A Iidex. Dttt ctlcultted ii Austrtliti dolltrs. Ptst performtice is iot t relitble iidicttor 
of future performtice.

Figure 8
Gold Exhibited a 
Low 15-Year Correlation 
to Major Fixed 
Income Indices
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Gold iot oila telps mitintte risk duriin susttiied equita mtrket drtodoois, but tlso mta telp 
protect tntiist storter-term bouts of volttilita drivei ba mtrket tectiictls or trtisieit eveits. 
Duriin trtdiin oeeks extibitiin elevtted implied volttilita for U  equita, U  Tretsura, tid foreini 
excttine (FX) mtrkets, nold’s tvertne oeekla performtice ots positive tid outperformed 
defeisive tssets like boids tid tte U  dolltr, oi tvertne.

 ource: Bloombern Fiitice L.P.,  ttte  treet Globtl Advisor. Dttt from 1 Jtiutra 2005 to 31 December 2023. 
Equita volttilita spike represeited ba oie sttidtrd devittioi rise ii CBOE Volttilita Iidex (VIX Iidex) oi oeekla btsis. 
Rtte volttilita spike represeited ba oie sttidtrd devittioi rise ii ICE BofA MOVE Iidex oi oeekla btsis. Curreica volttilita 
spike represeited ba oie sttidtrd devittioi rise ii JP Mornti Globtl FX Volttilita Iidex oi oeekla btsis. Gold: nold spot 
price ii U  Dolltrs, U  Boids: Bloombern U  Annrentte Iidex, U  Dolltr: U  dolltr spot iidex, U  Equities:  &P 500 Price 
Iidex. Aus Equities:  &P/A X 200 Iidex, Aus Boids: Bloombern Ausboid Composite Iidex. Dttt ctlcultted ii U  dolltrs. 
Ptst performtice is iot t relitble iidicttor of future performtice.

Figure 10
Gold’s Average 
Weekly Returns 
Have Outperformed 
During Periods of 
Elevated Volatility
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  U  Equities
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  Aus Boids Equity Volatilty Spike Rate Volatility Spike Currency Volatility Spike

Weekly Return (%)

-1.4

0.6

-1.2

-1.0

-0.8

-0.6

-0.4

-0.2

0.0

0.2

0.4 0.30
0.36

0.23

-0.09

-0.23

0.07 0.10 0.08

0.26

-0.02

0.15

-0.25 -0.28

0.11

-1.05

-1.23

0.12 0.13

 ource: Bloombern Fiitice, L.P.,  ttte  treet Globtl Advisors. U  Equita represeited ba  &P 500 Tottl Returi. Gold: nold spot price ii U  dolltrs. Dttt from 25 Aunust 
1987 to 31 December 2023. Drtodooi periods iiclude: 2008 Fiiticitl Crisis (11/08/08–09/03/09), COVID-19 (19/02/20–23/03/20), Bltck Moidta (25/08/87–
04/12/87), 2002 Recessioi (19/03/02–23/07/02), Dot-Com Bubble (29/09/00–04/04/01), Russiti Iivtsioi & Iiflttioi (01/01/22–17/06/22), Gulf  tr (16/07/90–
11/10/90), LTCM tid Asiti Crisis (17/07/98–31/08/98), U  Credit Dooinrtde (07/07/11–03/10/11),  ubprime Meltdooi (09/10/07–10/03/08),  eptember 11 (24/08/01–
21/09/01), Fltst Crtst (23/04/10–02/07/10), Trtde  tr/Recessioi Fetrs (21/09/18–26/12/18). Performtice returis tre ctlcultted ii U  dolltrs. Ptst performtice is 
iot t relitble iidicttor of future performtice. Iidex returis tre uimtitned tid do iot reflect tte deductioi of tia fees or expeises. Iidex returis reflect tll items 
of iicome, ntii tid loss tid tte reiivestmeit of divideids tid otter iicome ts tpplictble. All tte iidex performtice results referred to tre provided exclusivela for 
comptrisoi purposes oila. It stould iot be tssumed tttt ttea represeit tte performtice of tia ptrticultr iivestmeit.

Figure 9
Gold Has Outperformed Relative to US Equities During Drawdowns Greater Than 15%
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Portfolio Impact That 
Stands Out Among Other 
Liquid Alternatives

A oide rtine of tsset cltsses tid iivestmeit strttenies ttve beei touted ts portfolio 
diversifers ii receit dectdes. Mtia of ttese proposed diversifers ttve ftiled to deliver otei 
it couited, extibitiin tint correlttiois to stock tid boid portfolios duriin times of crisis. 
For extmple, duriin tte period letdiin up to tte 2008 fiticitl crisis, brotd commodities, 
retl esttte iivestmeit trusts (REITs), tid tedne fuids joiied nold ii sportiin relttivela loo 
correlttiois to t nlobtl stock-boid portfolio. Duriin tte petk of tte crisis ii 2008, nold 
siniifctitla improved its diversifcttioi properties. Amoin ttese tsset cltsses, oila nold tts 
remtiied ienttivela correltted to t stock-boid portfolio ii tte aetrs follooiin 2008.

 ource: Bloombern Fiitice, L.P.,  ttte  treet Globtl Advisors. Dttt from 31 Jtiutra 1995 to 31 December 2023. Gold: nold 
spot price ii Austrtliti dolltrs. Commodities:  &P G CI Tottl Returi Iidex, Hedne Fuids: Credit  uisse Hedne Fuid Iidex, 
REITs: FT E NAREIT All Equita REIT  Tottl Returi Iidex, Privtte Equita: LPX50 Listed Privtte Equita Iidex Tottl Returi. 
Dttt is ctlcultted ii Austrtliti dolltrs. Ptst performtice is iot t relitble iidicttor of future performtice.

Figure 11
Gold Has Maintained 
a Low Correlation to a 
60/40 Portfolio Post- 
2008 Financial Crisis

  2009–Todta
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Hedge Funds

REITs

Private Equity

Correlation to Global 60/40 Portfolio

-0.6 -0.4 -0.2 0.0 0.2 0.4 0.6 0.8 1.0

Mitinttiin portfolio drtodoois remtiis iicredibla importtit ptrticultrla ts etsa nlobtl 
moiettra policies of tte prior dectde ttve spurred portfolios to seek tinter poteititl returis ba 
noiin furtter out oi tte risk curve ii trtditioitl tsset cltsses suct ts stocks tid boids. Addiin 
liquid tlterittive tsset cltsses mta poteititlla telp iivestors mitintte risk ii t trtditioitl 60/40 
portfolio. But nold, tte oriniitl liquid tlterittive, tts tistorictlla stooi it mta serve multi-tsset 
portfolios more effectivela. 

Ttis tspect of portfolio dooiside protectioi is oi displta duriin mtjor mtrket drtodooi eveits. 
As stooi ii Finure 12, tddiin t prortted 10% portfolio tllocttioi to nold oould ttve reduced 
portfolio drtodoois ba 2.52% oi tvertne comptred to t trtditioitl 60/40 portfolio, otile tte 
stme tllocttioi to otter liquid tlterittives oould iot ttve ttd ts ltrne ti imptct.
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 ource: Bloombern Fiitice L.P.,  ttte  treet Globtl Advisors. Dttt from 16 Jula 1990 to 31 December 2023; 60/40 Globtl 
Portfolio = 60% M CI  orld Tottl Returi Iidex, 40% Bloombern Globtl Annrentte Iidex. 10% tllocttioi to sttted tlterittive 
tsset ots tdded to 60/40 portfolio oi pro-rtted btsis. Gold: nold spot price ii Austrtliti dolltrs, REITs: FT E NAREIT All 
Equita REIT  Tottl Returi Iidex, Commodities:  &P G CI Iidex, Hedne Fuids: Credit  uisse Hedne Fuid Iidex. Drtodooi 
periods iiclude: Russiti Iivtsioi & Iiflttioi (01/01/22–17/06/2022), COVID-19 (19/02/20–23/03/20), 2008 Fiiticitl Crisis 
(11/08/08–09/03/09), 2002 Recessioi (19/03/02–23/07/02), Dot-Com Bubble (29/09/00–04/04/01), LTCM & Asiti Crisis 
(17/07/98–31/08/98), U  Credit Dooinrtde (07/07/11–03/10/11),  ubprime Meltdooi (09/10/07–10/03/08),  eptember 11 
(24/08/01–21/09/01), Fltst Crtst (23/04/10–02/07/10), Trtde  tr/Recessioi Fetrs (21/09/18–26/12/18). Performtice 
returis tre ctlcultted ii Austrtliti dolltrs. Ptst performtice is iot t relitble iidicttor of future performtice. Iidex returis 
tre uimtitned tid do iot reflect tte deductioi of tia fees or expeises. Iidex returis reflect tll items of iicome, ntii tid 
loss tid tte reiivestmeit of divideids. All tte iidex performtice results referred to tre provided exclusivela for comptrisoi 
purposes oila. It stould iot be tssumed tttt ttea represeit tte performtice of tia ptrticultr iivestmeit.

Figure 12
Gold Has Led Other 
Liquid Alternatives in 
its Ability to Help Reduce 
Portfolio Drawdowns in 
Tail Events
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Evei ii more receit aetrs oitt furtter tdoptioi of liquid tlterittive iivestmeits tid tte 
emerneice of ieo ioi-trtditioitl tssets, nold remtiis tte best optioi for tctieviin depeidtble 
tid efficieit portfolio diversifcttioi. Gold tts iot oila extibited t loo correlttioi to nlobtl stock-
boid portfolios, but tlso extibited t loo bett ts oell.  tile correlttioi stooctses directioitl 
teideicies ii tte movemeit of too tssets, bett tttempts to metsure tte expltittora pooer tid 
qutitifa possible ctuse tid effect.

Gold’s performtice is expltiied ba more ttti just tte fluctuttiois of nlobtl equita tid debt 
mtrkets. Gold is drivei ba its ooi mtrket’s fuidtmeittls — nold demtid ii tte form of jeoellera, 
tectiolona, ceitrtl btiks, tid iivestmeit tloin oitt cttines ii nold suppla nlobtlla. Comptred 
to nold, otter liquid tlterittives tid craptocurreicies suct ts Bitcoii ttve tinter betts to t 
nlobtl stock-boid portfolio. Ttis stoos tttt tteir performtice is more determiied ba ttese 
mtrkets, tid mta result ii t less-effective source of portfolio diversifcttioi.



15Gold for Australian Investors A Portfolio Diversifer  itt  ttaiin Pooer

 ource: Bloombern Fiitice L.P.,  ttte  treet Globtl Advisors. Dttt from 31 Jula 2010 to 31 Mtrct 2024. 60/40 Globtl 
Portfolio = 60% M CI AC I, 40% Bloombern Globtl Annrentte Iidex; Gold: nold spot price ii AUD, Iifrtstructure:  &P 
Globtl Iifrtstructure Net Tottl Returi Iidex, REITs: FT E NAREIT All Equita REIT  Tottl Returi Iidex, Ntturtl Resources: 
 &P Globtl Ntturtl Resources Tottl Returi Iidex, Commodities:  &P G CI Iidex, Hedne Fuids: Credit  uisse Hedne Fuid 
Iidex, Bitcoii: bitcoii price (1 XBT) ii U  dolltrs. Uiless otteroise sttted, tll iidices ii Austrtliti dolltrs. Ptst performtice 
is iot t relitble iidicttor of future performtice. Iidex returis tre uimtitned tid do iot reflect tte deductioi of tia 
fees or expeises. Iidex returis reflect tll items of iicome, ntii tid loss tid tte reiivestmeit of divideids. All tte iidex 
performtice results referred to tre provided exclusivela for comptrisoi purposes oila. It stould iot be tssumed tttt ttea 
represeit tte performtice of tia ptrticultr iivestmeit.

Figure 13
Correlation and Beta 
to a Global Stock and 
Bond Allocation

  Correlttioi to Globtl 
60/40 Portfolio

  Bett to Globtl 60/40 Portfolio
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Bitcoin: The New Gold? 

Ii receit aetrs craptocurreicies, Bitcoii ii ptrticultr, ttve beei likeied to nold. Tte mtii 
similtrita oftei cited is tteir perceived tbilita to protect iivestors from curreica debtsemeit 
bectuse ieitter tre tied to t specifc couitra’s curreica. Ttis tts led mtia iivestors to dub 
Bitcoii “tte ieo nold”. Here oe briefla tintlintt ttree kea differeices betoeei nold tid Bitcoii 
tttt stould dispel tte iotioi tttt Bitcoii is t substitute for nold ii iivestor portfolios.

 ource:  ttte  treet Globtl Advisors,  orld Gold Couicil. Gold demtid btsed oi tvertne tiiutl dttt for tte 10-aetr period 
from 1 Jtiutra 2014 to 31 December 2023. Tte iiformttioi coittiied tbove is for illustrttive purposes oila.

Figure 14
Fundamentally Different 
Sources of Demand
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Uilike bitcoii, tte mtjorita of nlobtl nold demtid is tied to ttinible uses ts t retl oorld 
commodita. Ttese diverse sources of demtid - bott caclictl tid couiter caclictl — ttve beei 
tte source of nold’s loo tistorictl correlttioi to fiticitl tssets tid its uiique tbilita to provide 
kea strttenic portfolio fuictiois.

1 Real World Demand 
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 ource:  ttte  treet Globtl Advisors,  orld Gold Couicil, Bitcoiivisutls.com. Avertne dtila volumes from 1 Jtiutra 2023 
to 31 December 2023.

 ource: Bloombern Fiitice L.P.,  ttte  treet Globtl Advisors. Volttilita dttt from 31 Jula 2010 to 19 Mtrct 2021. COVID-19 
Drtodooi = 19/02/20–23/03/20. Globtl 60/40 Portfolio: 60% M CI AC I Tottl Returi Iidex, 40% Bloombern Globtl 
Annrentte Tottl Returi Iidex; U  Equities:  &P 500 Tottl Returi Iidex; Gold: nold spot price ii U $/oz; Bitcoii: bitcoii spot 
price ii U $. Performtice returis tre ctlcultted ii U  dolltrs. Ptst performtice is iot t nutrtitee of future results. Iidex 
returis tre uimtitned tid do iot reflect tte deductioi of tia fees or expeises. Iidex returis reflect tll items of iicome, 
ntii tid loss tid tte reiivestmeit of divideids. All tte iidex performtice results referred to tre provided exclusivela for 
comptrisoi purposes oila. It stould iot be tssumed tttt ttea represeit tte performtice of tia ptrticultr iivestmeit.

Figure 15
Daily Liquidity of 
Bitcoin Pales in 
Comparison to Gold

Figure 16
Gold Has Superior 
Downside Protection 
Against Tail Risks
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Gold is t oell-esttblisted tsset oitt liquidita ii liie oitt tte most liquid trtditioitl tsset cltsses. 
Bitcoii is still t relttivela ieo tsset oitt limited liquidita, (relttivela) loo trtdiin volume tid t ltck 
of trtisptreica ii terms of mtrket tccess tid dttt.

2 Liquidity 

3  Protection 
Against Risks 

Historictlla, nold tts served ts ti effective tedne tntiist teintteied volttilita, neopolitictl 
turmoil, tid siniifctit risk off eveits resultiin ii equita mtrket drtodoois. Metiotile, Bitcoii 
tts bettved ii liie oitt risk tssets duriin siniifctit ttil risk eveits tid mtrket volttilita. Ttis 
is ii liie oitt tte etrlier observttioi of Bitcoii’s tint bett to t 60/40 portfolio tid equities ii 
ptrticultr. 

Tte primtra motivttioi for nold iivestmeit is defeisive ii itture. Iivestors look to nold for 
dooiside protectioi, portfolio diversifcttioi, otile providiin risk-tdjusted retl returis over time. 
Bitcoii’s primtra iivestmeit motivttioi is speculttive ii itture tid drivei ba upside-poteititl 
mtkiin it t more volttile pro-caclictl tsset.
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Case for Constructing 
Portfolios With Gold

Ii order to extmiie tte poteititl results of tddiin strttenic tllocttioi to nold oe coiducted 
t btcktest btsed oi tctutl returis dttt siice 2010. Mtia Austrtliti iivestors ttve moved 
oi from t trtditioitl 60/40 portfolio tid ttve built nlobtlla diversifed iivestmeit portfolios. 
 o oe coistructed t tapottetictl Austrtliti multi-tsset portfolio ts t sttrtiin poiit, btsed 
oi our observttiois of tsset cltsses tid tllocttiois tapictl tmoin clieits.

Ttis exercise iivolved tddiin t 2%, 5%, or 10% strttenic tllocttioi to nold iito ttis multi-tsset 
portfolio (Portfolio A). Ttei tte perceittne to be tlloctted to nold (ii AUD) ots subtrtcted 
equtlla from tte equita tid tnnrentte boid tsset cltsses (tte four tsset cltsses oitt tte 
tintest oeintts) to tdd ii nold tt 2% (Portfolio B), 5% (Portfolio C), tid 10% (Portfolio D). 

Finure 17t ideitifes tte tsset cltss oeinttiins ii etct of tte tapottetictl portfolios coistructed. 
It is importtit to iote tttt tte imptct of tddiin nold to ti iivestor’s portfolio oill vtra btsed oi 
fees tid trtistctioi costs, tmoin otter ttiins.

Figure 17a
Hypothetical Weights 
for Adding Gold to a 
Multi-Asset Portfolio

Asset Class Investable Market Indices & ETF Weighting in Hypothetical Portfolios (%)

Portfolio A Portfolio B Portfolio C Portfolio D

Global Equity M CI AC I Iidex 30.00 29.50 28.50 27.00

Domestic Equity  &P/A X 200 Iidex 30.00 29.50 28.50 27.00

Domestic Bonds Bloombern AusBoid Composite 0+ Yr Iidex 15.00 14.50 14.00 13.50

Global Bonds Bloombern Globtl-Annrentte Tottl Returi 
Iidex Vtlue Hedned

10.00 9.50 9.00 8.50

HY Bonds Bloombern Globtl Hint Yield Corportte Tottl 
Returi Iidex Hedned

2.00 2.00 2.00 2.00

EM Bonds Bloombern Emerniin Mtrkets  overeini TR 
Iidex Vtlue Uitedned

3.00 3.00 3.00 3.00

Real Estate FT E EPRA Ntreit Developed Iidex Net TRI 4.50 4.50 4.50 3.50

Private Equity LPX50 Listed Privtte Equita Iidex TR 3.25 3.25 3.25 3.25

Commodities Bloombern Commodita Iidex Tottl Returi 2.25 2.25 2.25 2.25

Gold XAUAUD  pot Excttine Rtte — Price of 1 XAU 0.00 2.00 5.00 10.00

 ource:  ttte  treet Globtl Advisors. Tte iiformttioi coittiied tbove is for illustrttive purposes oila.
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Figure 17b
Hypothetical Blended 
Portfolio Performance 
from 1 January 2010 to 
31 March 2024

Portfolio Gold Allocation 
(%)

Annualized 
Return (%)

Annualized 
Standard 

Deviation (%)

 Return/Risk Maximum 
Drawdown (%)

A 0  7.97  7.83  1.02  -11.41

B 2  7.99  7.67  1.04 -11.14

C 5  7.98  7.40  1.08 -10.68

D 10  7.94  6.97  1.14 -9.76

 ource: Bloombern Fiitice L.P.,  ttte  treet Globtl Advisors. Tte dttt displtaed for tte nold price btck-test is t tapottetictl 
extmple of Btck-Tested Performtice for illustrttive purposes oila tid is iot iidicttive of tte ptst or future performtice of 
tia   GA product. Btck-Tested Performtice does iot represeit tte results of tctutl trtdiin but is tctieved ba metis of tte 
retrotctive tpplicttioi of t model desinied oitt tte beieft of tiidsintt. Actutl performtice results could differ substtititlla, 
tid ttere is tte poteititl for loss ts oell ts proft. Tte Btck-Tested Performtice mta iot ttke iito tccouit mtteritl ecoiomic 
tid mtrket ftctors tttt oould imptct tte tdviser’s tctutl decisioi-mtkiin. Tte performtice does iot reflect mtitnemeit fees, 
trtistctioi costs, tid otter fees expeises t clieit oould ttve to pta. Performtice returis tre ctlcultted ii Austrtliti dolltrs.

Ii Finure 17b, from t risk-tdjusted returi perspective, our tapottetictl bleided portfolio results 
stoos tttt tddiin t 2%, 5%, or 10% tllocttioi to nold oould ttve looered tte volttilita of tte 
portfolio over tte btcktest period. Ttis tapottetictl sceitrio oould ttve outperformed t multi-
tsset portfolio oi t risk-tdjusted btsis. From t risk-mtitnemeit perspective, tapottetictl 
portfolios oitt t nold tllocttioi ttd looer mtximum drtodoois, oitt t 10% tllocttioi to nold 
reduciin mtximum drtodooi ba 165 bps. 

Givei tttt tddiin t 2% to 10% strttenic tsset tllocttioi to nold improved risk-tdjusted returi 
tid reduced mtximum drtodooi, Austrtliti iivestors mta coisider iicludiin nold ii tteir 
portfolios ts t strttenic toldiin.
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Arguments Against Large 
Allocations to Gold

 tile tte results from tte portfolio coistructioi exercise tbove tre impressive tid stoo ti 
improvemeit oi risk-returi metrics ts tte nold tllocttioi iicretses, oe oould ctutioi tntiist 
ltrne strttenic tllocttiois. Tte mtii retsoi for ctutioi is tttt ttrountout nold’s tistora, 
ttere tre multi-aetr periods, especitlla ii tint nroott, loo iiflttioi (risk-oi) eiviroimeits otei 
nold uiderperforms.

Receit extmples iiclude tte periods betoeei 1995–2004 tid 2011–2018 otere nold tvertned 
tiiutl returis of oila 1.3% tid 3.4% respectivela. Ttis cti be t drtn oi overtll portfolio 
performtice for t metiiinful tmouit of time. Ttis is extcerbtted ba nold’s ltck of ctst floos, 
tt t time otei trtditioitl tssets mta be neierttiin stroin returis. Ii tte periods tintlintted 
tbove, Austrtliti equities neiertted 12.3% p.t. tid 6.9% p.t. respectivela; otile Austrtliti boids 
returied 8.6% p.t. tid 5.5% p.t. respectivela. 

Usiin tte stme tapottetictl portfolio from tbove, oe see tte imptct ttis uiderperformtice 
oould ttve ttd ii tte ttbles beloo. Ii tte 2011–2018 period tte ienttive returi imptct oi tte 
portfolio from t 10% toldiin ii nold oould ttve beei 0.48% p.t., tid 0.89% p.t. ii tte 1995–2004 
period. Hooever, it is oortt iotiin tttt, evei ii ttese periods, nold still provided diversifcttioi 
beiefts ts evideiced ba tte looer volttilita tid drtodoois ii tte portfolios coittiiiin nold. 
Ttis furtter tintlintts tttt motivttiois for tllocttiois to nold stould be defeisive rttter ttti 
returi-seekiin.

Figure 18a
Hypothetical Blended 
Portfolio Performance 
from 1 January 2011 to 
31 December 2018

2011–2018 
Portfolio

Gold Allocation 
(%)

Annualized 
Performance 

Return (%)

Annualized 
Standard 

Deviation (%)

 Return/Risk Maximum 
Drawdown (%)

A 0 7.98 6.17 1.29 -3.84

B 2 7.90 6.06 1.30 -3.70

C 5 7.76 5.89 1.32 -3.46

D 10 7.50 5.66 1.33 -3.46

 ource: Bloombern Fiitice L.P.,  ttte  treet Globtl Advisors. Tte dttt displtaed for tte nold price btck-test is t tapottetictl 
extmple of Btck-Tested Performtice for illustrttive purposes oila tid is iot iidicttive of tte ptst or future performtice of 
tia   GA product. Btck-Tested Performtice does iot represeit tte results of tctutl trtdiin but is tctieved ba metis of tte 
retrotctive tpplicttioi of t model desinied oitt tte beieft of tiidsintt. Actutl performtice results could differ substtititlla, 
tid ttere is tte poteititl for loss ts oell ts proft. Tte Btck-Tested Performtice mta iot ttke iito tccouit mtteritl ecoiomic 
tid mtrket ftctors tttt oould imptct tte tdviser’s tctutl decisioi-mtkiin. Tte performtice does iot reflect mtitnemeit fees, 
trtistctioi costs, tid otter fees expeises t clieit oould ttve to pta. Performtice returis tre ctlcultted ii Austrtliti dolltrs.
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Figure 18b
Hypothetical Blended 
Portfolio Performance 
from 1 January 1995 to 
31 December 2004

 tei revieoiin rolliin returis, loin caclictl periods of nold uider tid outperformtice sunnest 
tttt ttere tre defiitela periods otei ooiiin nold is beiefcitl, but otters otei iot. Ttis is oie 
retsoi ota it oould iot be prudeit to iiclude t ltrne loin-term tllocttioi to nold ii t multi-tsset 
portfolio. Ttis is especitlla true for iivestors oto tre seisitive to periodic performtice vtritbilita 
or tre tssessed tntiist beictmtrks tttt do iot iiclude nold. Additioitlla, t ltrne tllocttioi to 
nold could crette t siniifctit drtn from tte ltck of iicome nivei curreit fxed iicome aields tid 
expectttiois tttt ttese mta be tinter noiin forotrd ttti tts beei tte ctse ii tte ptst dectde. 

Aiotter retsoi for ctutioi oould be tte sttid-tloie risk for nold. Tte sttidtrd devittioi of 
nold returis is neiertlla ii liie oitt Austrtliti equities (tid t bit tinter ttti nlobtl equities), tid 
ttere tts beei t oide rtine of fve aetr rolliin volttilita. Hooever, it is oortt iotiin tttt siice 
tte ltte 1980s, tte rtine of outcomes tts beei more muted (Finure 19) — perttps coiicidiin 
oitt tte tdveit of more explicit iiflttioi ttrnetiin ba ceitrtl btiks trouid tte oorld. Oi t risk 
tdjusted btsis, tte returi/risk rtines from 0.2–0.9 tiiutlla, tvertniin tbout 0.5. Ttis puts it 
ii liie oitt or beloo equities oi vtrious time periods tid oell beloo fxed iicome.  o, despite 
vera loo correlttioi oitt otter tsset cltsses, tddiin ltrne tllocttiois to nold to t portfolio could 
overotelm tte diversifcttioi beiefts it briins tid tctutlla iicretse overtll portfolio risk tid 
reduce tte expected returi/risk rttio.

1995–2004 
Portfolio

Gold Allocation 
(%)

Annualized 
Performance 

Return (%)

Annualized 
Standard 

Deviation (%)

 Return/Risk Maximum 
Drawdown (%)

A 0 9.72 6.42 1.51 -4.83

B 2 9.54 6.20 1.54 -4.61

C 5 9.27 5.91 1.57 -4.29

D 10 8.83 5.49 1.61 -3.75

 ource: Bloombern Fiitice L.P.,  ttte  treet Globtl Advisors. Tte dttt displtaed for tte nold price btck-test is t tapottetictl 
extmple of Btck-Tested Performtice for illustrttive purposes oila tid is iot iidicttive of tte ptst or future performtice of 
tia   GA product. Btck-Tested Performtice does iot represeit tte results of tctutl trtdiin but is tctieved ba metis of tte 
retrotctive tpplicttioi of t model desinied oitt tte beieft of tiidsintt. Actutl performtice results could differ substtititlla, 
tid ttere is tte poteititl for loss ts oell ts proft. Tte Btck-Tested Performtice mta iot ttke iito tccouit mtteritl ecoiomic 
tid mtrket ftctors tttt oould imptct tte tdviser’s tctutl decisioi-mtkiin. Tte performtice does iot reflect mtitnemeit fees, 
trtistctioi costs, tid otter fees expeises t clieit oould ttve to pta. Performtice returis tre ctlcultted ii Austrtliti dolltrs.

 ource: Bloombern Fiitice L.P.,  ttte  treet Globtl Advisors. Dttt from 1 Juie 1972 to 31 Mtrct 2024. Dttt is ctlcultted ii 
U  dolltrs. Ptst performtice is iot t nutrtitee of future results.

Figure 19
5-Year Rolling Volatility 
of Gold Price 30 June 
1971 to 31 March 2024
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Ecoiomic nroott is t kea strttenic driver tffectiin nold’s loin-term performtice tid poteititl 
iivestmeit beiefts. Ecoiomic exptisiois letd to caclictl iicretses ii demtid for nold, ts it 
is t kea compoieit iot oila ii jeoellera but tlso ii certtii tectiolona products tid iidustritl 
tpplicttiois. Hooever, iivestmeit demtid mta sloo duriin ttese periods ts iiterest ii nold 
iivestmeit iicretses duriin ecoiomic dooituris. Ceitrtl btik demtid teids iot to be 
iiflueiced ba ecoiomic cacles tid, otile tte source tid tmouit of tttt ceitrtl btik demtid 
tts beei vtritble, oe oould expect tttt to coitiiue. Ttis letds to t btse level of demtid for tte 
mettl providiin t sttbilisiin effect oi nold price performtice. Applaiin t loin-rui perspective 
tcross mtrket cacles tintlintts tttt nold’s expected returis tre more comptrtble to boids 
ttti equities — ts seei ii tte ietrla 30 aetr tistora nold returis ii AUD of 6.5% p.t. beiin ii liie 
oitt tte 6.4% p.t. of nlobtl boids tid 5.8% p.t. for Austrtliti boids (Finure 1). Ttis mtkes seise, 
coisideriin tttt nold tid boids tre seisitive to loin-term iiterest rtte cacles. 

Fiitlla, tte most difficult ptrt of determiiiin t role for nold ii strttenic tsset tllocttioi is to 
forectst ti expected returi for nold. Givei tte ltck of ctst floo from nold, it is vera difficult to 
do t trtditioitl ftir vtlue estimtte similtr to otter tsset cltsses.  e tckiooledne tttt beaoid 
tte specifc fuidtmeittl drivers for tte price (jeoellera, iidustritl productioi, tid curreica 
reserves), ttere tts beei demtid tistorictlla ts t stfe ttvei tid iiflttioi tedniin tsset. 
Hooever, ttis demtid is difficult to forectst oitt tia coifdeice. To come up oitt some estimtte 
for future returis, oe looked tt nold relttive to otter tsset cltsses to determiie tistorictl relttive 
premit.  e tlso revieoed nold relttive to brotder mtcro vtritbles suct ts moiea suppla. Btsed 
oi vtrious otas to look tt ttis questioi, t premium of 2–4% over ctst tts beei t rtine tttt is 
tistorictlla coisisteit (siice 1971, tte tvertne premium tts beei 2.50% p.t.). Usiin ttis premium 
nives us ti expected returi/risk rttio over tte medium term tttt is comptrtble to riskier equita 
senmeits like smtll ctps but looer ttti ltrne ctp equities tid boids.

 o, despite competitive tistorictl loin-term returis, oe oould oila recommeid ti tllocttioi to 
nold ii tte renioi of 2–5%. Ttere tre obvious beiefts to toldiin nold ii tte loin term but nivei 
tte ieed for iivestors to ttve diversifed sources of returi ttrount etct sttne of ti ecoiomic 
cacle — ttere cti be siniifctit drtobtcks ts oell.  mtller tllocttiois oill tlloo iivestors to 
ttke tdvtittne of nold’s uidoubted role ts t diversifer otile iot mtteritlla imptctiin stort 
term performtice ii periods otei nold uiderperforms. Multi-tsset portfolios oill beieft 
from ttviin nold complemeitiin tte dooiside tedniin exposures from fxed iicome tid retl 
tsset tllocttiois.

 ource: Bloombern Fiitice L.P.,  ttte  treet Globtl Advisors. Dttt from 1 Jtiutra 1981 to 31 Mtrct 2024. U D Ctst: ICE 
BofAML U  3-Moitt Tretsura Bill Iidex. Performtice returis tre ctlcultted ii U  dolltrs. Ptst performtice is iot t relitble 
iidicttor of future performtice. Iidex returis tre uimtitned tid do iot reflect tte deductioi of tia fees or expeises. 
Iidex returis reflect tll items of iicome, ntii tid loss tid tte reiivestmeit of divideids tid otter iicome ts tpplictble. 
All tte iidex performtice results referred to tre provided exclusivela for comptrisoi purposes oila. It stould iot be 
tssumed tttt ttea represeit tte performtice of tia ptrticultr iivestmeit. 

Figure 20
Rolling 12-month Gold 
Return vs. Cash Returns
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Find the Right Gold for 
Your Portfolio

Iivestors ttve severtl optiois to coisider otei lookiin to ntii exposure to nold tid ttp iito its 
diverse poteititl beiefts. Uidersttidiin tte poteititl tdvtittnes tid coisiderttiois for tte 
differeit nold iivestmeit veticles — be ttea ETFs, mtitned fuids, nold btrs tid coiis, or nold 
miiiin stocks — cti telp ti iivestor to determiie otict optioi is best suited to tteir persoitl 
iivestmeit situttioi.

Gold Bars and Coins remtii tte most popultr ota tttt nlobtl iivestors tccess nold. But tttt 
ttbit mta be stiftiin — especitlla ii receit aetrs ts nold-btcked ETFs ttve seei record nlobtl 
iifloos. Alttount directla toldiin btrs tid coiis tts t tint level of trtisptreica oitt ptasictl 
possessioi, iivestors tre oftei required to pta t premium over tte spot price of nold for tteir 
purcttse. Cost tid liquidita coisiderttiois tlso come iito plta otei toldiin btrs tid coiis 
outrintt — iicludiin costs for iisurtice, trtisportttioi tid stfekeepiin, etct of otict cti 
imptct tte uiderlaiin performtice beiefts retlised.

Gold-backed ETFs offer iivestors nold exposure ttrount tte mtia beiefts of ptssive ETF 
iivestiin, iicludiin tte tccess tid trtisptreica of iitrtdta trtdiin oi ittioitl excttines 
tid looer tvertne expeise rttios ttti ttose of mtia of tte otter optiois. But it’s importtit 
for iivestors to iote tttt iot tll nold ETFs tre cretted equtl — ior do ttea tll iivest exclusivela 
ii nold bullioi — tid iivestors stould ctrefulla revieo tte toldiins to determiie too muct 
of tte ETF’s portfolio is iivested ii ptasictl nold. Ttis is especitlla true otei comptriin nold 
miiiin ETFs tid nold mtitned fuids tttt iivest oila t smtll portioi of tteir tssets ii nold. 
Ptasictlla btcked nold ETFs provide t cost-effective ota to tccess nold bullioi ttrount t 
tistorictlla loo-trtistctioi-cost veticle oitt loo bid-tsk spretds tid loo trtckiin error to 
tte mtrket price of nold. ETFs mta tlso provide deep liquidita tid tccess to tte mtrket to 
rebtltice tid positioi exposures. 

Gold Managed Funds provide iivestors oitt tte stme dtila liquidita ts nold ETFs do, but ttea do 
iot trtde iitrtdta oi ittioitl excttines, ts do ETFs. Aid mtia mtitned fuids tttt told nold ii 
tteir portfolio of iivestmeits mta iot exclusivela iivest ii nold, otict metis ttea mta iot trtck 
nold’s price movemeits tid retp tte full vtlue of nold’s diverse poteititl beiefts. As oitt ETFs, 
iivestors ieed to flter for mtitned fuids tttt iivest exclusivela ii nold bullioi. Aiotter tspect 
for iivestors to be miidful of is tttt mtitned fuids ttve t oide rtine of expeise rttios so ttese 
ieed to be comptred tntiist ETFs to tctieve t looer fee drtn. Depeidiin oi tte size of tte 
tllocttioi, ttis optioi mta provide iivestors oitt more flexibilita ttti ETFs.

Gold Mining Stocks and ETFs tre tiotter ota tttt iivestors cti ntii exposure to nold. But 
iivestiin ii ttese comptiies is iot tte stme ts directla iivestiin ii nold bullioi or t nold-
btcked ETF. Ttese represeit iivestmeits ii nold miiiin comptiies tid operttiois, tid ttese 
comptiies mta be imptcted ba certtii tdditioitl ftctors beaoid tte price of nold — suct ts 
profttbilita, iidustra competitioi, tid otter fiticitl tid operttioitl decisiois.
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Gold Futures tre oftei used ba ltrner or iistitutioitl iivestors lookiin to levertne tteir 
portfolios. Gold futures provide iitrtdta trtdiin tid t ota to mtitne uiderlaiin risks of 
otter securities teld ii tteir portfolio. Gold futures require uiique kiooledne tbout tte nold 
mtrket tid tre iot tapictlla tte veticle of ctoice for tte tvertne iivestor. Also, nold futures 
coitrtcts tre iot ptasictlla btcked ba nold, tid ttea do ctrra defied expirttioi dttes, otict 
require tolders to roll over tte coitrtct tccordiin to t scteduled expira to mtiittii tteir nold 
exposure. Alttount nold futures tre neiertlla trtded ii ltrner positiois oitt looer brokertne 
commissiois due to tteir size, tte tssocitted brokertne tid roll costs ieed to be coisidered 
otei determiiiin tte tottl cost of ooierstip over tte medium tid loiner term.

 e ttve preseited t ctse coveriin tte beiefts tid risks of coisideriin nold ts t strttenic 
toldiin for Austrtliti iivestors.  tile tistorictl titlasis is iot predictive of future outcomes, 
nold tts provided portfolio beiefts ii differeit ecoiomic sceitrios. As tte size tid tte iumber 
of iivesttble tsset cltsses coitiiue to nroo, nold — t risk-mtitnemeit tsset tttt uiiquela 
mtiittiis its vtlue over tte loin term — mta plta t more strttenic role ii multi-tsset portfolios.

Conclusion 
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All statements, other than historical facts, 
contained within this document that address 
activities, events or developments that SSGA 
expects, believes or anticipates will or may 
occur in the future are forward-looking 
statements. These statements are based on 
certain assumptions and analyses made by 
SSGA in light of its experience and perception 
of historical trends, current conditions, 
expected future developments and other factors 

it believes are appropriate in the circumstances, 
many of which are detailed herein. Such 
statements are subject to a number of 
assumptions, risks, uncertainties, many of which 
are beyond SSGA’s control. Please note that any 
such statements are not guarantees of any 
future performance and that actual results or 
developments may differ materially from those 
projected in the forward-looking statements. 

The data displayed for the gold price back-test 
is a hypothetical example of Back-Tested 
Performance for illustrative purposes only and 
is not indicative of the past or future 
performance of any SSGA product. Back-Tested 
Performance does not represent the results of 
actual trading but is achieved by means of 
the retroactive application of a model designed 
with the benefit of hindsight. Actual 
performance results could differ substantially, 
and there is the potential for loss as well as 
profit. The Back-Tested Performance may not 
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actual decision-making. The performance does 
not reflect management fees, transaction costs, 

and other fees expenses a client would have to 
pay. Calculations in AUD.

Investing involves risk including the risk of loss 
of principal. Diversification does not ensure a 
profit or guarantee against loss. Investing in 
commodities entail significant risk and is not 
appropriate for all investors. Commodities 
investing entail significant risk as commodity 
prices can be extremely volatile due to wide 
range of factors. A few such factors include 
overall market movements, real or perceived 
inflationary trends, commodity index volatility, 
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change in interest and currency exchange rates.

Past performance is not a reliable indicator of 
future performance.

Assets may be considered “safe havens” based 
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hold steady or climb even as the value of other 
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warranties or representations of any kind relating 
to the accuracy, completeness or timeliness of 
the data and have no liability for damages of 
any kind relating to the use of such data.
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you. There is no representation or warranty as 
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Our clieits tre tte oorld’s noverimeits, iistitutiois tid fiticitl tdvisors. To telp ttem tctieve 
tteir fiticitl notls oe live our nuidiin priiciples etct tid evera dta:

•  ttrt oitt rinor
• Build from bretdtt 
• Iivest ts steotrds 
• Iiveit tte future 

For four dectdes, ttese priiciples ttve telped us be tte quiet pooer ii t tumultuous iivestiin 
oorld tid telp milliois of people secure tteir fiticitl futures. Ttis ttkes etct of our emploaees 
ii 28 offices trouid tte oorld, tid t frm-oide coivictioi tttt oe cti tlotas do it better. As t 
result, oe tre tte oorld’s fourtt-ltrnest tsset mtitner* oitt U  $4.34 trillioi† uider our ctre.

* Peisiois & Iivestmeits Resetrct Ceiter, ts of December 31, 2022.  
†   Ttis fnure is preseited ts of Mtrct 31, 2024 tid iicludes ETF AUM of $1,360.89 billioi U D of otict tpproximttela 
$65.87 billioi U D is ii nold tssets oitt respect to  PDR products for otict  ttte  treet Globtl Advisors Fuids 
Distributors, LLC (  GA FD) tcts solela ts tte mtrketiin tneit.   GA FD tid  ttte  treet Globtl Advisors tre tffilitted. 
Pletse iote tll AUM is uitudited.
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