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Gold: A Storage Vehicle
for Generational Wealth

For millennia, gold has been viewed as a
store of generational wealth. Due to its
unigue luster and non-corrosive nature,

it can withstand the rot of time. Gold is
universally accepted, unlike paper currency
and modern coinage, because it has
intrinsic value, can be melted with little
effort, and is easily transferred. It is what it
is: unchanging, always there, and reliable -
from generation to generation.

There are many reasons to invest in gold
today, including hedging against inflation
and deflation, economic uncertainty,
and diversification. Gold can also reduce
portfolio risk and enhance total returns

over time because it has a low or inverse
correlation to most other asset classes. If
you want to store some value for your kids
or grandkids to enjoy, gold is a good way to
doit.

Of course, there is also the doomsday
scenario to consider. Gold is the most
critical currency worldwide, reliable

when nothing else will work. No matter
the situation, gold will get the job done.
Investors looking for safety always turn

to gold; the best time to buy it is when you
don't need it.




Ways to Invest in Gold

There are numerous ways to invest in gold. The
question is: Which is the best option for your
portfolio? The rule of thumb ranges from

5% to 10%, depending on your goals and

risk tolerance. Investors with a higher risk
tolerance may choose a lower allocation,
while those with a lower tolerance for risk may
choose a higher one.

PHYSICAL GOLD

Also known as bullion, physical gold is any gold
that can be touched and moved, including
jewelry, chains, ingots, coins, and bars.
Investors should pay attention to the quality
of each purchase, as it has a great bearing on
the value and price. With purity of nearly 92%,
U.S.-minted American Eagles are generally
accepted as the standard in gold bullion today.
The coins also contain small amounts of silver
and copper. Bullion can be purchased in local
shops, via dealers, online, and by mail.

Among the risks for retail investors is that
physical gold bullion comes with a premium
that evaporates upon purchase. The premium
is equivalent to the minter’s profit margin and
is only easy to recoup with a rise in the price
of gold. In this light, gold is a store of value but
comes at a cost. Investors should be prepared
to hold their physical gold for years or even
decades, regardless of the outlook for prices
in 2025. It'simportant to note that storing
physical gold requires a secure location like a
safe or a bank vault, which can be costly. And
there is also the risk of theft or loss.

GOLD ETFS

Retail investors are also flocking to gold ex-
change traded funds (ETFs). The World Gold
Council reports that inflows to global gold-trac-
king ETFs are on the rise, with all regions
contributing, led by the West. The inflows
accelerated when the FOMC cut interest rates
in September 2024 and are expected to conti-
nue strongly in 2025. However, unlike physical
gold which has intrinsic value, Gold ETFs only
provide exposure to gold pricesandshould not
be considered equivalent to owning gold itself.

Gold ETFs come in several forms, including
gold-tracking ETFs and those that track
miners. Leveraged gold ETFs, which provide
greater returns but come with enhanced risk
because they rely on debt and options, are
also available. In some jurisdictions, gains you
make from selling gold ETFs may be taxed
as collectibles (a higher rate). Regardless of
the choice, gold ETFs are traded on stock
exchanges globally and are easily accessible
with a brokerage account.
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GOLD MINING STOCKS

Gold mining stocks are those of gold miners,
companies that dig currency out of the
ground. They range in size from small start-
ups to large multinational conglomerates,
but the number is dwindling. The larger ones
are buying out the smaller operators as the
larger ones strive to increase their production,
improve operating efficiency, and increase
their proven reserves. Gold mining stocks
are listed on stock exchanges gfobatly and
purchased through a brokerage account.
Unlike gold, miners pay dividends as a bonus;
physical gold has no yield.

GOLD FUTURES

Gold futures are contracts for the delivery of
physical gold at a future date. Investors can
use them to speculate on the movement of
gold prices and hedge against inflation. The
caveat is that futures trading requires a more
profound knowledge of the gold market and
investing mechanics, along with a margin
account. The margin account provides
leverage to enhance returns but is a two-
edged sword; leverage works both ways,

and losses can quickly pile up and result in
amargin call. Options on gold futures are also

available, addinganothertayerofteverage and

risk.

GOLD IRAS

A gold IRA is just like a traditional IRA,
except itis approved to hold physical gold
and other precious metals. Gold IRAs tend
to have high purity standards to ensure
quality and are limited to gold, silver,
platinum, and palladium. However, the
costs of application, transfer, and storage
are usually high and prohibitive for average
investors and are typically utilized by high
net worth investors.
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Central Banks Are Central
to 2025 Gold Outlook

Central banks are the primary banks for their
respective country, setting monetary policy

that impacts their economies and all that country's national inflation rate is running at

intersect Wi.th them. As a group, they have a double-digit pace due to its rapidly growing
been the primary source of demand for gold for,onsumer economy, current account deficits,
several years and are expected to continue

buying at record levels in 2025.

Turkey's central bank is buying gold to hedge
against inflation, among other reasons. The

and rising import costs. India, which also has a
rapidly expanding middle class, is buying gold for
Although buying slowed sequentially in 02 many of the same reasons, including mounting
geopolitical tensions, reducing its default risk,
and liquidity. Gold is the most liquid asset globally
and is accepted by central banks globally.

2024, the quarterly net is the third highest on
record, up 6% compared to 2023, producing
the highest total purchases in Hlever. The
H12024 total is up 5% yearly, led by emerging
markets, specifically Turkey and India.
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The Dollar and
Gold Connection

Although the United States abandoned the
gold standard in 1971, the market has along
memory, and the value of gold is still tied

to the dollar to a degree. When the dollar
strengthens, the price of gold tends to fall
and vice versa. However, investors should
be aware that the impact on gold is due as
much to monetary supply as to monetary
policy, whichis a primary driver of the market
today. When the monetary supply increases,
it dilutes each unit’s value relative to gold,
making gold more expensive.

While the M2 monetary supply or total of cash,
checking, savings and other liquid assets

has fallen from its peak in 2021, the decline is
minimal compared to the 36% increase since
2019. That is a dilutive factor of generational
quality that will impact gold prices for the next
decade. Because the FOMC and European
Central Bank (ECB) are on track to reduce
interest rates and weaken their currencies in
2025, the tailwind for gold prices provided by
that dilution will strengthen.

In 2024, the FOMC initiated a significant global
policy shift, pointing to a sustained decline
ininterest rates through the end of 2025.

The shift is from fear of inflation to fear of
economic slowdown, and the outlook for cuts
isrobust. The aggressive pace set by the
Fed's first cut is expected to continue in 2025,

reducing the base rate to roughly 3% by
the end of the year, or more than 200 basis
pointsin less than 18 months.

The rate reduction in 2025 will be broad,
including from the ECB, the Royal Bank of
Canada(RBC), and other G7 nations, who
will be forced to keep pace with the FOMC.
A weakening dollar is among the risks

for the G7 nations (excluding the United
States)as it could impact their respective
currencies’ strength, foreign demand, and
economic activity. Buying components
and consumer goods denominated in
foreign currencies costs more for U.S.
businesses when the dollar weakens,
which is a headwind for demand.

In a weakening dollar scenario, U.S.
demand for foreign goods is negatively
impacted, causing a ripple effect around
the globe. The United States is the world’s
second-largest exporter at roughly 8.5%
of the total but a more significant #1
regarding imports. At over 13% of total
imports and 26 % of global GDP, a shiftin
U.S. demand would significantly impact
partnering nations’ economic strength,
creating negative feedback loops to
hamper global and US GDP growth.



Carry Trade Unwind
Will Drive Market

Volatility

However, not all banks will be cutting rates. Japan,
specifically, is expected to continue hiking rates in
2025. After years of negative rates, the Bank of Japan
is in tightening mode because of inflation. The outlook
is for the Japanese base rate to hit 0.75% by the end
of 2025 and 1.0% by the end of 2026, narrowing the
spread between the Japanese and U.S. base rates
and driving a persistent unwind of the carry trade.

The carry trade is when investors borrow money in
Japan where the cost is cheap, and then lend it in the
United States with higher rates. At the current pace of
adjustment, the spread will fall from over 5% to under
1.0% in less than two years, a quick reduction given
the nearly ten years in which the carry trade has been
built up. The risk for markets is increased volatility

as money is pulled from one economy and paid to the
other. The impact on gold prices will likely be positive
as investors seek safety and insulation from equity
and money market price swings.
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Retail Investors
Flocking to Gold

Because only 2% to 5% of investors are
estimated to own physical gold, not counting
jewelry, there is tremendous room for

the retail bullion market to grow, which is
proliferating.

Retail demand for gold increases along with
income, as it does in all markets. That means
the rapidly expanding global middle class

is also driving demand for gold because

more people are in a position to buy it daily.
Economic uncertainties and rising geopolitical
tensions amplify that demand.

Increased economic uncertainty has led many
retail investors to flock to gold, and retailers
are stepping in to meet the demand. Costco
Wholesale, well-known as a membership-only
bargain retailer, is evidence of this. Costco
began selling gold bars in 2023 and has seen
nothing but success with the business.
Analysts estimate the company sells about
$150 million worth of bars each month, and the
figure is growing.

In 2024, Costco CFO Gary Millerchip stated
that gold sales are growing by double digits
despite or perhaps because of the rise in
prices. The demand is so high the company
struggles to keep the bars in stock despite
limits, and it is not expected to recede soon.




Gold's Limited Supply and
Industrial Demand

Gold also has industrial purposes and a limited
supply, which helps support its price over
time. The World Gold Council estimates that
more than 212,000 metric tons of gold have
been mined since its discovery, about 75% of
all known and recoverable resources. If all this
gold were put together, it would make a cube
roughly 70 feet to an edge, which isn't much,
considering how long gold has been used.

Because gold is nearly indestructible, much
of itis still around, but the amount of physical
gold available to the market continues to
decline. Much is locked up in jewelry and
bullion and more is locked up every day.

About two-thirds of all gold that has been
mined has been mined since 1850. About 45%
of all gold above ground is jewelry, followed
by 22% in bullion (bars, coins, and ingots), 17%
held by central banks, and 15% other. That
means nearly 85% of all recovered gold is held
in physical forms unlikely to be sold soon.

Unrecovered reserves, which are hard to
estimate for several factors, are believed to
top 59,000 tons.

That's roughly 28% of what's already been
mined and not much left to go around. The
race is on to recover it and all is expected to
be mined by 2050, a significant tailwind for
the gold market, retail and industrial.

Many applications across industries require
gold's unique qualities, including resistance
to corrosion and high electron mobility.
Approximately 11% of all gold produced in
2024 will be used for industrial purposes
ranging from electronics to aerospace,
automotive, defense, and health. Electric

vehicles, which use gold in many

ways, use several ounces per vehicle, and

the load per vehicle is expected to rise as

the circuitry becomes more complex. This
trend will be seen across industries and

driven by the rise of Al Gold is also
importan

for advanced GPUs such as NVIDIA’s H100s,
the newer Blackwell line, and many other
semiconductor applications.




Gold Prices Defy Logic

Gold price action in 2024 defied conventional
logic, with the risk-off asset rising despite a
strong equities market and high interest rates.
Demand for physical gold is the primary driver,
and demand is high at all levels, including
interest from retail, investments, industrial,
and central banks. This situation is expected
to continue in 2025, with the added tailwind

of falling rates and increasing economic
uncertainty driving the price action.

Analysts are bullish on the metal and have

steadily raised their price targets for 2025.
The latest updates have spot gold trading at

" [Trading range magnitude is
SB51 or B0% of the base price

nearly $3,000 per ounce, or about 10% above
the all-time highs set in 03 2024. Given the
trends, the target is likely low and should
increase as interest rates fall.

The technical outlook for gold is robust. The
spot price rose more than 45% from late
2023 to later 2024 and is on track to continue
higher. The technical targets brought into
play when the market set new highs in 2023
suggest an 80% move from the S$1900 level,

a gain of $1520 that puts the spot price near
$3400.
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Gold Trending Higher: Risk of
Consolidation or Correction

Gold prices are trending higher, but the market
is at an extreme high in late 2024 and may
enter a consolidation period or correction
before advancing further. The outlook

for FOMC interest rate cuts is robust but
overshadowed by economic strengths that
will keep policy from falling too quickly. While
there are reasons to cut, an equal number
points to economic health and the risk of
accelerating inflation if interest rates fall too
quickly.

The FOMC's leading cause of concern is
labor data. The labor data cooled in 03 2024,
raising fears of a recession, but remained
healthy relative to historical norms, revealing
resiliency in the labor market.

Job creation isn't robust, under 200,000
monthly, but sufficient for economic
expansion and upward movement in the
average wage. The critical detail is that
consumers remain healthy and are driving
economic activity; when that changes, the
FOMC will have a clear signal that lower rates
are needed. Until then, uncertainty will drive
volatility in equity markets and demand for
safe-haven gold.




Strong Margins and Rising
Demand Fuel Growth

Gold miners are incentivized to produce

more gold and make record profits in 2025.
Although the average all-in-sustaining cost of
production continues to rise, so does the cost
of gold, which sustains the miners’margins.

Fuelis among the most significant costs
associated with gold mining. With oil prices at
the low end of the multiyear range, gold miner
margins will remain strong going into the first
half of 2025. Because the oil market is well-
supplied, the oil price will likely remain near
the low end of its range through the year's end,
sustaining a strong mining margin into 2026.

The average margin per ounce runs near
$1,100, with gold prices at $2,600, about 42%,
and nearly double the pre-pandemic level.
Due to demand and price trends, there is no
significant expectation of contraction. As
attractive as gold can be, gold miners may still
be the better choice because of their cash
flow and capital returns. Gold, attractive as it
is, pays noyield.

After the acquisition of Goldcorp in 2019 and
Newcrest in 2023, Newmont (NYSE: NEM) is the
world's largest gold producer. Total production
topped 172 metric tons in 2023 and is expected
to grow by 25% in 2024. The company is also
partnered with Barrick Gold (NYSE: GOLD) in the
Nevada Gold Mines project, the world’s most
significant gold mining operation, producing
nearly 95 tons in 2022.

Newmont's results in 2024 include better-
than-expected double-digit year-over-year

growth, growth accelerating to over 50%,
and a wider margin.

The company's earnings more than doubled
on production increases, prices, and
increased leverage and are expected to
remain solid through 2025.

Newmont's cash flow is substantial, allowing
for significant capital returns and debt
reduction while sustaining the fortress
balance sheet. Cash on hand was over $2.6
billionin late 2024, leverage was very low
near 1x earnings, and the dividend is worth
about 1.85%, with shares trading near the
$55 level.

Barrick Gold is the world's second-largest
gold producer, estimating 2024 production
at 126 metric tons. It is also the result of
numerous mergers, including acquiring
Randgold Resources in 2018. Its major mines
are in North and South America, Africa, and
Oceania, with proven reserves topping 1,200

metric tons or nearly ten years of production.

As with Newmont, Barrick also produces
significant amounts of platinum, silver,
copper, lead, and zinc.

Barrick's 2024 results include double-digit
growth, margin expansion, and improving
cash flow. Cash flow is strong enough to
support operations while investing in new
mines, exploration, and capital returns.
Capital returns include a dividend worth
2%, with shares trading near $20 and share
buybacks.
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Broader Metals Rally

Analysts are predicting a broad-based rally
in metals for 2025, not just for gold. While
estimates and upside potential vary from
metal to metal, all are forecast to have a
demand-driven upswing in their prices. The
price rise will be supported by the same
factors driving gold, including as a hedge
against inflation and equity market volatility.
This is good news for diversified miners and
their profit margins.

Silver prices are expected to soar in 2025

as industrial demand grows. Due to its
conductivity, silver is a critical component in
many electrical applications, including solar
panels. The price of silver rose by 75% from

its low in 2022 to its high in late 2024, and is
tracking to rise by another 100% or more over the
next two years.

Despite rising demand, platinum forecasts
indicate the market is undersupplied and may
not come into balance until 2028 or later.

Demand drivers include catalytic converters
for ICE vehicles, fuel cells for hydrogen-
powered vehicles, and industrial circuitry,
including sensors and thermocouples. The
price of platinum may not exceed the top of
the existing trading range in 2025, but a
move from its late 2024 position near $1000
to the top of the range is worth 25%.
Coincidentally, Costco added platinum bars
alongside gold to its website, which may
foreshadow a sustained price increase.

The outlook for copper is the most

uncertain,

but demand is still expected to drive price
action. Demand growth is expected to

slow in 2025 but remains solid, with price
forecasts ranging from a slight drop toa
%Ebe?f nearly 200%. Either way, with

prices trading near record levels, the miners
are in a good position to make money.
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2025:
A Perfect Storm
for Demand

There are numerous reasons to buy gold, and
the forecast for 2025 is that most, if not all, will
come into alignment, creating a perfect storm
of demand to drive the price action higher.

Demand for gold comes from central bankers,
the industrial sector, and professional

and retail investors who are growing as an
investment group and becoming savvier
daily. They've learned that gold holds value
over time, reduces portfolio volatility, and
enhances total returns. Additionally, the gold
market has a supply problem with known
reserves expected to run out within the next
three decades - a significant tailwind for the
price action.

The 2025 rally in metals will not be limited to
gold, which is good news for the gold miners
who produce numerous precious metals and
benefit from higher metal prices with wider
margins. The salient point for investors is that
gold miners produce significant cash flow and
free cash flow, and pay it to their investors in
dividends. Dividends are an essential factor
because physical gold has no yield. Whether
you are interested in physical gold or the
companies that dig it out of the ground, the
outlook for 2025 is bright and shiny.




