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Gold Market Commentary
Stubborn stagflation

Gold closing in on new highs Highlights

A strong rally into month-end saw gold reach US$3,429/0z (+4%), and as of the
end of August, gold was up 31% for the year. Gold gained in all major

August review
currencies, despite a much weaker US dollar (Table 1, p2). And the positive

Gold rallied into month-end on a

momentum has carried on in early September. US dollar reversal, geopolitical

Our Gold Return Attribution Model (GRAM) suggests major contributors to tensions and strong ETF inflows.
August price performance were a drop in the US dollar early in the month,

continued geopolitical tensions, and strong global gold ETF flows (Chart 1). Looking forward

More recently, a higher chance of a September rate cut has also played a role. US stagflationary forces and the
Gold ETF flows provided plenty of support, especially late in the month, posting pro'speF:t of lower ratgs, alongside
US$5.5bn (53t) of inflows, dominated by North America (US$4.1bn) and Europe policy r|sk, could dominate prices
(US$1.9bn), while Asia and other regions saw outflows. COMEX managed money as emerging market demand takes
net longs saw more restrained inflows of US$2bn (+16t). a breather.

Chart 1: A US dollar reversal, broad gold ETF gains and Trump-Fed tensions helped drive gold close to ATH in August
Key drivers of gold's return by month
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*Data to 31 August 2025. Our Gold Return Attribution Model (GRAM) is a multiple regression model of monthly gold price returns, which we group into four key thematic driver categories of
gold's performance: economic expansion, risk & uncertainty, opportunity cost, and momentum. These themes capture motives behind gold demand; most importantly, investment demand,
which is considered the marginal driver of gold price returns in the short run. The residual’ represents the percentage change in the gold price that is not explained by factors already included.
Results shown here are based on analysis covering a five-year estimation period using monthly data. Alternative estimation periods and data frequencies are available on Goldhub.com.
Source: Bloomberg, World Gold Council
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https://www.gold.org/goldhub/tools/gold-return-attribution-model
https://www.gold.org/goldhub/data/gold-etfs-holdings-and-flows
https://www.gold.org/goldhub/data/gold-etfs-holdings-and-flows
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Table 1: Gold posted solid gains across all major currencies in August

Gold price and performance in key currencies*

USD (oz) EUR (02) JPY(g) GBP(oz) CAD(oz) CHF(oz) INR(10g) RMB(g) TRY(oz) AUD (0z)
August price* 3,429 2,934 16,212 2,539 4,712 2,745 101,967 782 141,091 5,243
August return* 3.9% 1.6% 1.4% 1.8% 3.1% 2.4% 4.0% 2.0% 5.4% 2.2%
Y-t-d return® 31.4% 16.4% 22.8% 21.8% 25.5% 15.9% 34.3% 26.9% 52.9% 24.3%
Record high price* 3,435 3,006 16,079 2,575 4,743 2,812 100,130 830 138,096 5393

Record high date* 13-Jun-25 22-Apr-25

23-Jul-25 22-Apr-25 22-Apr-25 22-Apr-25

23-Jul-25 22-Apr-25  23-Jul-25 22-Apr-25

*As of 31 August 2025. Based on the LBMA Gold Price PM in USD, expressed in local currencies, except for India and China where the MCX Gold Price PM and Shanghai Gold Benchmark PM

are used, respectively. Source: Bloomberg, World Gold Council

Stubborn stagflation

e USreal rates may become more influential for gold in
the near term as US investors grab the baton from
emerging markets, and that influence could increase if
rates were to fall

e Sofar rates have been sticky, but that is more reflective
of a growing unease about stagflation

e  Our quantitative analysis of various US investor types
suggests that stagflation is of greatest concern to ETF
investors, followed by retail bar and coin buyers. Fast
money futures investors are more concerned with rate
trajectory.

Passing the baton

The relationship between the price of gold and its core
drivers shifts over time, sometimes reflecting who is most
active in the market.

Chart 2: US investors grabbing the baton
Quarterly spot gold returns per intraday trading session
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*Data as of 28 August 2025. Based on 10-minute mid price bars for XAU spot price in
US$/0z. UTC timezone. Asia = 00:00 to 08:50, Europe=09:00 to 13:50, US=14:00 to 23:50
Source: LSEG, World Gold Council
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For example, US real interest rates (opportunity cost) were
tightly linked to movements in gold between 2007 and 2022.
Last month we suggested that one reason for gold's
decoupling from rates post 2022 was the preponderance of
emerging market demand from central banks and other
investors, rather than a breakdown in US investor
relationship with rates.

Now that central banks and Asian investors have stepped
back a bit, as indicated by our Gold Demand Trends data,
local premia and intraday session returns (Chart 2), a tighter
gold-rates relationship could re-establish itself and Western
investors (particularly the US) could become more dominant
in driving short-term returns.

Should rates across the curve start to drop, a ramp up in
gold buying could be triggered in the US. But we're not
seeing that quite yet. In fact, the curve is steepening as the
short end drops on Fed cut hopes, but the long end remains
high on risk premia and future inflation concerns (Chart 3).

Chart 3: Between a rock and a hard place
Fed rate cut expectations and US inflation expectations
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*Data as of 31 August 2025. Fed rate cuts based on Fed Funds futures curve
Source: Bloomberg, World Gold Council
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https://www.gold.org/goldhub/research/gold-market-commentary-july-2025
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The sticky long end might hinder some rates-driven interest
in gold. However, a rise in inflation that is concurrent with a
slowdown in economic activity! and weakening labour
markets, signals we are increasingly flirting with a
stagflationary environment. And this tends to favour gold.
But which investors are most sensitive to such an
environment?

What's your flavour?

Our analysis suggests that ETF investors are the most
sensitive to expectations of stagflation - statistically,
significantly so (Chart 4). Bar and coin investors are next,

although the average response is not statistically significant.

On COMEX, non-reportable investors - who are said to be
more representative of retail flows - have also responded

positively, on average. But ‘fast money' investors, many of

whom are Commaodity Trading Advisors (CTAs) appear less
enamoured by stagflationary fears.

This is possibly because they are more focused on interest
rates - as we surmised last month. And, for CTAs, technical
factors arguably play a role too. In other words, stagflation
threatens higher rates, not lower as we are seeing at the
moment, and fast money investors are perhaps less willing
to participate until those start to soften.

gold.org

In summary

Gold's sensitivity to US real interest rates may increase as
Western investors, particularly in the US, take a more active
role amid softer demand from emerging markets.

While rates in the long end remain sticky, this reflects
growing stagflation concerns - an environment that has
historically supported gold. Among US investor segments,
ETF holders show the strongest response to stagflation risks
and have picked up their pace of investment over the last
few weeks, not just in the US but in Europe too - where real
rates are still rising - suggesting risk drivers are offsetting
rates-based drivers.

Futures traders appear more focused on rate dynamics. As
the yield curve steepens (driven by lower front-end rates)
and inflation fears persist, the interplay between
macroeconomic signals and investor behaviour will be key in
shaping gold's next move.

Chart 4: What's your flavour? Investors’ estimated sensitivity to stagflationary pressure

Demand response during quarters when expected stagflation is high
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*Data from Q1 2000 to Q2 2025. Sensitivity to expected stagflation measured as quarterly historical change during stagflationary quarters, weighted by magnitude of stagflation signal.
Stagflation defined as Q2 ahead y/y GDP growth expectation less Q1 ahead y/y GDP growth expectation falling and Q2 ahead y/y CPI expectation less Q1 ahead CPI expectation rising. Demand
measured in tonnes. Weighted sensitivity based on square root of ( squared change in growth + squared change in inflation).

Source: Bloomberg, World Gold Council

1. US goods trade deficit widens sharply in July | Reuters
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World Gold Council

We are a membership organisation that champions the role
gold plays as a strategic asset, shaping the future of a
responsible and accessible gold supply chain. Our team of
experts builds understanding of the use case and
possibilities of gold through trusted research, analysis,
commentary and insights.

We drive industry progress, shaping policy and setting the
standards for a perpetual and sustainable gold market.
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Important information and disclosures

© 2025 World Gold Council. All rights reserved. World Gold Council and the Circle device are trademarks of the World
Gold Council or its affiliates.

Reproduction or redistribution of any of this information is expressly prohibited without the prior written consent of
World Gold Council or the appropriate copyright owners, except as specifically provided below. Information and
statistics are copyright © and/or other intellectual property of the World Gold Council or its affiliates or third-party
providers identified herein. All rights of the respective owners are reserved.

The use of the statistics in this information is permitted for the purposes of review and commentary (including media
commentary) in line with fair industry practice, subject to the following two pre-conditions: (i) only limited extracts of
data or analysis be used; and (i) any and all use of these statistics is accompanied by a citation to World Gold Council
and, where appropriate, to Metals Focus or other identified copyright owners as their source. World Gold Council is
affiliated with Metals Focus.

The World Gold Council and its affiliates do not guarantee the accuracy or completeness of any information nor accepts
responsibility for any losses or damages arising directly or indirectly from the use of this information.

This information is for educational purposes only and by receiving this information, you agree with its intended purpose.
Nothing contained herein is intended to constitute a recommendation, investment advice, or offer for the purchase or
sale of gold, any gold-related products or services or any other products, services, securities or financial instruments
(collectively, “Services"). This information does not take into account any investment objectives, financial situation or
particular needs of any particular person.

Diversification does not guarantee any investment returns and does not eliminate the risk of loss. Past performance is
not necessarily indicative of future results. The resulting performance of any investment outcomes that can be
generated through allocation to gold are hypothetical in nature, may not reflect actual investment results and are not
guarantees of future results. The World Gold Council and its affiliates do not guarantee or warranty any calculations and
models used in any hypothetical portfolios or any outcomes resulting from any such use. Investors should discuss their
individual circumstances with their appropriate investment professionals before making any decision regarding any
Services or investments.

This information may contain forward-looking statements, such as statements which use the words “believes”, “expects”,
“may”, or “suggests”, or similar terminology, which are based on current expectations and are subject to change.
Forward-looking statements involve a number of risks and uncertainties. There can be no assurance that any forward-
looking statements will be achieved. World Gold Council and its affiliates assume no responsibility for updating any
forward-looking statements.

Information regarding the LBMA Gold Price

The LBMA Gold Price is administered and published by ICE Benchmark Administration Limited (IBA). The LBMA Gold
Price is a trademark of Precious Metals Prices Limited and is licensed to IBA as administrator of the LBMA Gold Price. ICE
and ICE Benchmark Administration are registered trademarks of IBA and/or its affiliates. The LBMA Gold Price is used by
the World Gold Council with permission under license by IBA and is subject to the restrictions set forth here
(www.gold.org/terms-and-conditions).

Information regarding QaurumSM and the Gold Valuation Framework

Note that the resulting performance of various investment outcomes that can generated through use of Qaurum, the
Gold Valuation Framework and other information are hypothetical in nature, may not reflect actual investment results
and are not guarantees of future results. Neither World Gold Council (including its affiliates) nor Oxford Economics
provides any warranty or guarantee regarding the functionality of the tool, including without limitation any projections,
estimates or calculations.
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