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Gold prices have peaked

» We change our gold outlook following our changes in US rates, in our Fed view and US dollar

» We now expect slightly higher US nominal and real yields, aless dovish Fed and a moderate
rise in the dollar

» All negatives for gold prices so we think that gold prices have peaked

» But concerns about US fiscal deficit will dampen the downside in gold

» Our new year-end 2021 forecast is USD 1,700 per ounce (was USD 2,000 per ounce)

Introduction

On 16 December we published our Gold Outlook with the title “Outlook is still positive but...”. Since then a lot has happened.

Weakness in the dollar pushed gold prices towards USD 1,960 per ounce. This was close to a former peak at USD 1,963 per
ounce. When prices failed to move beyond this level, some investors took profit on their long positions. US nominal yields
started to rise on the back of expectations of more fiscal stimulus in the US and comments from a few Fed officials. Meanwhile
the dollar staged a recovery because of higher yields but also due to some deterioration in investor sentiment. As a result gold
prices have dropped towards the 200-day moving average again.

New outlook for gold

The outlook has deteriorated sharply. We no longer expect higher gold prices. There are several reasons for this. First, we have
changed our view on the Fed. We now expect asset purchases to continue at the current pace at least until the end of 2021,
with a tapering and end to purchases in the course of 2022. It could be that a period of higher core inflation later in the year
convinces some FOMC members that they are at that point ‘on track’ (as per the Fed’s forward guidance) to overshoot 2% for a
time. In that case, we could well get the first hike in 2023, which is much sooner than previously expected. Any hikes would be
extremely limited, given the Fed’s new policy framework, which aims to raise long run inflation expectations. A less dovish Fed
is negative for gold prices.

Second, we no longer expect lower nominal and real yields in the US. We think that US nominal yields will slightly rise this year
and next (we had a decline for 2021). Meanwhile, 10y US real yields have declined beyond the 2012 lows. We think that
inflation expectations are toppish. As we no longer expect a decline in the 10y US nominal yields, US real yields will improve,
i.e. become less negative. This is a clear negative for gold prices. Because they closely track developments in 10y US real
yields (see graph on the left below).

Third, we have changed our outlook for the US dollar. We expect a modest rise on the back of a strong economic recovery,

slightly higher nominal and real yields, wider yield spreads between the US and other countries and a less dovish Fed. Gold
tends to weaken when the dollar rises (see graph on the right below).
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Gold strong negative relation with real yields Gold tends to weaken when the dollar rises

Gold price 10y US real yield 90-day rolling correlation
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Fourth the total ETF positions are still huge. Since the peak on 15 October they have declined by only 3.5%. These positions
are still 30% higher than the former peak of 20 December 2012. Speculative net-long gold positions on the futures market are
also substantial. In short, gold is still a crowded trade and investors are doubting. In 2013 a liquidation of 36% of the total
outstanding ETF positions resulted in a decline in gold prices of 30%. These positions remain a risk.

Gold is still a crowded ETF trade Futures positions are also substantial
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Last but not least the technical picture has deteriorated substantially. Prices are at the 200-day moving average at the time of
writing. The market has already tested this level several times. We think that prices will move considerably below this level. A
substantial move below this 200-day moving average could result in substantial profit taking on long gold positions. As a result
the longer-term uptrend is over.

Are there no supports left for gold? Yes there are. Real yields are still negative in a large number of countries so that should

give some support to gold prices. Moreover, investors remain concerned about the large fiscal deficit. These factors should
dampen the downside in gold prices a bit.
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ABN AMRO Gold price forecasts

Changes in bold and red

New

End period 21-Jan Dec 20 Mar 21 Jun2l Sep 21 Dec 21 Mar 22 Jun 22 Sep 22 Dec 22
Gold 1,873 1,894 1,800 1,750 1,725 1,700 1,650 1,600 1,550 1,500
Average Q121 Q221 Q321 Q421 2021 Q122 Q222 Q322 Q422 2022
Gold 1,857 1,775 1,738 1,713 1,771 1675 1,625 1575 1,525 1,600
Old

End period 21-Jan Dec 20 Mar 21 Jun2l Sep 21 Dec 21 Mar 22 Jun 22 Sep 22 Dec 22
Gold 1,873 1,894 1,925 1,950 1,975 2,000 2,025 2,050 2,075 2,100
Average Q121 Q221 Q321 Q421 2021 Q122 Q222 Q322 Q422 2022
Gold 1,918 1,938 1,963 1,988 1,951 2,013 2,038 2,063 2,088 2,050

Source: ABN AMRO Group Economics

DISCLAIMER

This document has been prepared by ABN AMRO. It is solely intended to provide financial and general information on
economics. The information in this document is strictly proprietary and is being supplied to you solely for your information. It
may not (in whole or in part) be reproduced, distributed or passed to a third party or used for any other purposes than stated
above. This document is informative in nature and does not constitute an offer of securities to the public, nor a solicitation to
make such an offer.

No reliance may be placed for any purposes whatsoever on the information, opinions, forecasts and assumptions contained in
the document or on its completeness, accuracy or fairness. No representation or warranty, express or implied, is given by or on
behalf of ABN AMRO, or any of its directors, officers, agents, affiliates, group companies, or employees as to the accuracy or
completeness of the information contained in this document and no liability is accepted for any loss, arising, directly or indirectly,
from any use of such information. The views and opinions expressed herein may be subject to change at any given time and
ABN AMRO is under no obligation to update the information contained in this document after the date thereof.

Before investing in any product of ABN AMRO Bank N.V., you should obtain information on various financial and other risks and
any possible restrictions that you and your investments activities may encounter under applicable laws and regulations. If, after
reading this document, you consider investing in a product, you are advised to discuss such an investment with your
relationship manager or personal advisor and check whether the relevant product —considering the risks involved- is appropriate
within your investment activities. The value of your investments may fluctuate. Past performance is no guarantee for future
returns. ABN AMRO reserves the right to make amendments to this material.
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