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Gold Prices
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Investment Demand



Net Investment Demand
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Interest Rates Are Rising But That’s Not Necessarily Bad For Gold 

Interest rates are rising in part because of the Fed and in part because investors are 

diversifying their portfolios away from U.S. Treasuries. 

The reduction in demand for new Treasuries from the Fed and investors is coinciding 

with the need for the US Treasury to sell more securities to finance the ballooning 

federal deficit. 

While the interest rate increases may act as a mild headwind for gold prices, there 

are numerous factors that are expected to support gold prices and help them rise in 

spite of an increase in interest rates ranging from:

1. Asset reallocation

2. Relative value

3. U.S. dollar

4. Real interest rates



Gold and Interest Rates 
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Inflation Forecast To Rise Albeit Moderately 

Tailwinds For Inflation

- Global economy growing in unison for first time post Great Recession

- Ongoing strengthening of jobs market

- Relatively stronger oil prices

- Late stage fiscal stimulus in the United States

- Limited upside for US dollar 

- Potential for trade wars 

Headwinds For Inflation

-There still is above average underemployment 

- Technology continues to weigh on wage inflation

- Limited upside potential for oil prices

- Monetary policy normalization

Regardless of CPM’s views, markets are likely to respond to any signs of strength 

in inflation as a reason to purchase gold as an inflation hedge. 



Indicators of Investment Demand



ETFs Investors Slowed Purchases But Were Net Buyers

Note: Grey bar is net additions in 2017 for corresponding period in 2016. 
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Gold Coin Demand Slumps
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Net Long Positions Off Record Highs Reached In 2016. But Still Elevated. 
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Indian and Chinese Investment Demand



Indian Gold Investment Demand In Long-Term Decline
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Chinese Gold Investment Demand Down From 2013 Levels, But Rising 
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Supply



Total Supply Continues To Creep Higher 
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New Capacity Fraction of Recent Mine Capacity Additions 
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Lower Cost Projects With Higher Grades Survived The Downturn 
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AISC: At Highest Level Since Q2 2015 
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Cash Cost Inflation Crept Back Up In 2017
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Price Stability Helps Exploration Spending Rise 
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Fabrication Demand



Gold Fabrication Demand Rebounds From 2016 Slack
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A Strong Recovery in Jewelry Demand   

Demand for gold jewelry recovered strongly in China and India in 2017.  

•Chinese consumers made a strong return to jewelry purchases due to 1) expectations of 

further price increases; 2) limited access to various investment venues in the Chinese 

markets (strict forex controls and tightening measures on the property market); 3) 

newly-accumulated wealth in lower-tier cities.

•Pull-in demand in India amid following the implementation of Goods and Services 

Taxes (GST) uncertainty around taxes on gold in July 2017. 



Fabrication Demand Largely Flat This Year From 2017

Strength in gold prices this year to cap jewelry demand growth as jewelry 

consumption is typically sensitive to prices and price volatility.

Jewelry demand is also tied to income growth.  The global economy has been 

holding up well, but it has yet to translate into significant improvements in 

wage growth.  This will be less supportive of higher jewelry demand.

Shifts in consumer spending patterns also continue to weigh on gold jewelry 

purchases.



Official Transactions



Central Banks Forecast To Remain Net Buyers Of Gold 
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Annual Reported Central Bank Changes in Gold Holdings 
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Changes to Central Bank Gold Holdings 
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Turkish Central Bank Started Buying Gold First Time Since 1991
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Bank Of International Settlements 
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Gold Stock Demand 
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CME Group
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3 Consecutive Quarterly Volume Records for GC
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- COMEX Gold Futures Price has been seen as an industry benchmark and used for all participants in 

the world for its efficient price discovery and liquidity. 

- Market participants from all over the world contribute to the liquidity of COMEX Gold Futures. 

Volumes from participants outside of the U.S. accounted for 43% in 2017 and 49% YTD in 2018.  

Global Participation in COMEX Gold Futures

37

Gold Futures Traded 7.3 Billion Ounces in 2017 vs 4.3 Billion Ounces in 2012 

North America +164% EMEA +186%

Asia Pacific +238%

5- year growth particularly 

strong from APAC and EMEA
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Growth of Weekly Gold Options

 -

 200

 400

 600

 800

 1,000

 1,200

 1,400

 1,600

 1,800

 2,000

Ja
n

Fe
b

M
ar

A
p

r

M
ay Ju
n

Ju
l

A
u

g

Se
p

O
ct

N
o

v

D
ec Ja
n

Fe
b

M
ar

A
p

r

M
ay Ju
n

Ju
l

A
u

g

Se
p

O
ct

N
o

v

D
ec Ja
n

Fe
b

2016 2017 2018

Weekly Gold Options Average Daily Volume

Product Description 2017 ADV 2018 ADV Yr/Yr %YTD

GOLD WEEKLY OPTION 757 1,918 153%

- Friday options offer greater flexibility and precision 
- Weekly expirations help fit exposure to meet macroeconomic events
- Volume and liquidity has grown to meet marketplace demand for short dated gold 

options
- Weekly gold options have become as liquid as monthly gold options
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• Futures and swaps trading is not suitable for all investors, and involves the risk of loss. Futures and swaps are leveraged investments, and 
because only a percentage of a contract’s value is required to trade, it is possible to lose more than the amount of money initially deposited for 
a futures and a swap position. Therefore, traders should only use funds that they can afford to lose without affecting their lifestyles. And only a 
portion of those funds should be devoted to any one trade because they cannot expect to profit on every trade.

• The information and any materials contained in this presentation should not be considered as an offer or solicitation to buy or sell financial 
instruments, provide financial advice, create a trading platform, facilitate or take deposits or provide any other financial products or financial 
services of any kind in any jurisdiction. The information contained in this presentation is provided for general information purposes only and is 
not intended to provide, and should not be construed as, advice. It does not take into account your objectives, financial situation or needs. You 
should obtain appropriate professional advice before acting on or relying on this presentation. This presentation or any information contained 
or incorporated by reference herein is not an advertisement and is not intended for public distribution within the People's Republic of China 
(which does not include Hong Kong, Macau and Taiwan for such purposes).

• The information contained in this presentation is provided as is and without any warranty of any kind, either express or implied. CME Group 
assumes no responsibility for any errors or omissions.

• CME Group and “芝商所” are trademarks of CME Group Inc. The Globe logo, E-mini, E-micro, Globex, CME and Chicago Mercantile Exchange 
are trademarks of Chicago Mercantile Exchange Inc. (“CME”) CBOT and Chicago Board of Trade are trademarks of the Board of Trade of the City 
of Chicago, Inc. (“CBOT”) ClearPort and NYMEX are trademarks of the New York Mercantile Exchange, Inc. (“NYMEX”) These may not be 
modified reproduced, stored in a retrievable system, transmitted, copied, distributed or otherwise used without the written permission of the 
party owning these materials.

• CME, CBOT and NYMEX are each registered as a Recognized Market Operator in Singapore and authorized as Automated Trading Service
providers in Hong Kong S.A.R. Further the information contained herein does not constitute the provision of direct access with any foreign 
financial instrument market or clearing services for foreign financial instrument market transactions defined under Japan’s Financial Instrument 
& Exchange Act (Law No. 25 of 1948, as amended). CME Europe Limited is not registered or licensed to provide, nor does it purport to provide 
financial services of any kind in any jurisdiction in Asia including Hong Kong, Singapore or Japan. None of CME Group entities are registered or 
licensed to provide, nor does it purport to provide, financial services of any kind in People’s Republic of China or Taiwan. This presentation is 
for distribution in Korea and Australia solely to “professional investors”, as defined in Article 9(5) of the Financial Investment Services and 
Capital Markets Act and related rules and in the Corporations Act 2001 (Cth) and related rules respectively, circulation should be restricted 
accordingly.

• Copyright © 2016 CME Group and 芝商所. All rights reserved. 
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CPM Group Precious Metals Yearbooks
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Launch Dates:

2018 Silver Yearbook 

24 April@ New York; 

2018 Platinum Group Metals Yearbook 

26 June @ New York

For general inquiries, email info@cpmgroup.com


