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MARKET COMMENTARY Trey Reik, Chief Economist, GBI

|s It Too Late?

Recent precious metal performance has been nothing short of spectacular. During

2025, gold and silver posted their strongest advances since 1979, with spot prices
rising 65% and 148% respectively. Combined with solid 2024 returns, two-year gains
for gold and silver stood at a gaudy 109% and 201%. To convey the multiples by

which precious metals outpertormed traditional asset classes, we highlight two-year

performances in Figure 1, below

ASSET / INDEX 2024 RETURN 2025 RETURN TOTAL 12/31/23-12/31/25
Spot Gold +27.22% +64.58% +109.38%

Spot Silver +21.46% +147.95% +201.17%

VanEck Gold Miners ETF (GDX) +10.63% +154.71% +181.79%

Global X Silver Miners ETF (SIL) +14.69% +166.14% +205.23%

S&P 500 Index (SPX) +25.00% +17.86% +47.32%

Vanguard Real Estate ETF (VNQ) +4.81% +3.26% +8.23%

10-Year Treasury Index (SPBDU1BT) -1.67% +8.02% +6.22%

Bloomberg Commodity Index (BCOM) +0.12%

+11.07%

+11.20%

By any measure, gold and silver exceeded the most bullish 2025 forecasts. Therefore,
the operative question is whether factors driving 2025 performance will continue in
2026. Our unequivocal answer is, “Yes!” Global fundamentals driving gold’s ongoing
advance were fostered by two decades of unconventional central bank policies, and
resolution of these monetary and financial imbalances will require many years to

accomplish, all to gold’'s ongoing benetit.

We believe gold’s three most important long-term fundamentals reached seminal
inflection points in 2025. Specitically, we attribute gold’s strength to mounting
concern over our “Big-3" trends: 1.) rapidly deteriorating U.S. finances, 2.) galvanizing
anti-dollar sentiment, and 3.) accelerating erosion in Fed credibility. Are these factors
new or unprecedented? Absolutely not—we have been chronicling them for years. But
the 2025 difference is important tipping points have been reached which are driving
the world's largest capital pools to seek gold'’s protection from perceived risks in the

global financial system.
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CONTEXT

BOTTOM LINE

Systemic imbalances
fostered during the
modern era of QE and
ZIRP are finally coming
home to roost. U.S. credit
market debt strands at
$106.3 trillion - 341% of
GDP. There are only two
paths to recalibrate:
default or debasement.
Gold can neither default

nor be debased.
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During the next full-fledged stock market correction, no one can predict whether gold
shares will provide portfolio protection on par with prior episodes. However, the
inverse-performance potential of gold equities is eminently logical. When market
caps of stocks like Nvidia are fluctuating hundreds of billions of dollars per day,
digging the earth’s crust for a four-parts-per-billion element is unlikely to draw a big
crowd. But, as Q4 2018 and March 2020 market declines demonstrated, when stocks
do go down these days, they tend to go down hard and fast. So, for gold equity
exposure to function as an effective portfolio hedge, positions are best established
prior to market peaks. When concentrated Mag 7-type portfolios start experiencing
sharp drawdowns, we expect the tangible safety of precious metals and real assets to

offer welcome respite.
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With respect to current valuations, it would be difficult to overstate the degree of
concentration and sentiment risk we perceive in today’'s equity markets. Complicating
well-documented Mag-7 concentration is the startling development that passive
portfolio allocations now exceed actively managed pools, so market rotations from
favored names have the capacity to become exceptionally disruptive. Not to mention
that FINRA reports total margin debt hit a record $1.3 trillion in January (eighth
consecutive monthly increase), a 37% year-over-year jump and the most aggressive

spike since the late-2021 market peak (Figure 3, above).

As final symbol of white-hot market leverage, we note that Bank of America now

counts 701 leveraged equity ETF's. Jason Zweig observed in the Wall Street Journal
(10/25/25):

U.S. FISCAL

$2T

CBO-projected annual
deficit for each of the

next ten years

21:2T

Annual U.S. interest
expense - and rising as

debt compounds

341%

Total U.S. credit debt as
% of GDP ($106.3T vs
$31.1T)

CENTRAL BANK GOLD

1,021T

Avg. annual central bank
gold purchases

2022-2025 (vs 400-500t
prior decade)

95%

of 70 central banks
surveyed expect gold
holdings to increase -
0% expect a decrease

43%

of central bank
respondents planned to
increase their own gold
holdings









< GBI

Importantly, given the long-term nature of central bank behavior trends, Tavi suggests
the ratio of gold-to-Treasuries in F/X reserves is likely headed back toward 1970’s
highs, “This is likely the beginning of one of the most significant global rebalancing
we've experienced in recent history.” Lending support to Tavi's contention, 95% of
respondents in WGC's 2025 survey of 70 central banks expected total global central
bank gold holdings to increase over the next 12 months (with none anticipating a
decrease) and 43% of respondents planned to increase their own gold holdings (with

none expecting a decrease).

While actual tonnage of central bank gold purchases is certainly an important
component of gold supply/demand dynamics, in our view the more relevant variable
is the symbolic value of gold's remonetization. Global disenchantment with dollar
hegemony is a powerful trend now fully “out of the box" and unlikely to reverse
anytime soon. Gold is clearly challenging Treasuries’ status as the premier risk-free

asset.

In addition to gold'’s rising profile as a reserve asset, there are increasing examples of
global preterence tor gold as a unit of exchange. Especially in global trade of
commodities, the world is developing a new range of gold-based settlement
mechanisms. On a grand scale, we would suggest global preference for gold over

dollars has even begun to impact aggregate U.S. trade data.

By way of example, the U.S. Department of Commerce reported a massive increase in
U.S. gold exports during the past year. Specifically, total 2025 nonmonetary gold
exports totaled $84 billion, a whopping 145% y/y increase from $34 billion in 2024.
For the full year, gold represented the third largest U.S. export product (behind only
pharmaceuticals and crude oil) up from the 18th largest the prior year (Figure 7,
tollowing page). During the September-November period, gold was the #1 U.S.
export ($40.2B) fully 21% higher than pharmaceuticals ($33.3B) and 61% higher than
crude oil ($25.0B).

S BILLION / RANK SEPTEMBER OCTOBER NOVEMBER DECEMBER FULL YEAR 2025 FULL YEAR 2024 2025/2024

$10.2 #2 $17.1#1  $129#1 $5.8 #6 $83.9 #3 $34.2 #18 +145%
Pharmaceuticals §12.7 #1 S11.8#2  $8.8#2 $10.1 #1 $119.8 #1 $107.6 #2 +11%
Crude Oil $8.8 #3 $8.8 #3 S7.4 #3 $7.9 #2 $99.7 #2 $118.5 #1 -16%
Total Exports $188B $195B $185B $180B $2,185B $2,062B —

We offer a few observations about this data. First, if not for the $50 billion increase in

gold exports, 2025's $901 billion trade deficit would have been the largest on record,
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far ahead of 2022's $924 billion. Obviously, the Trump tariff regime has not
accomplished its primary goal of narrowing the U.S. trade deficit, and these efforts
now stand in utter chaos given the Supreme Court’s 2/20 ruling (striking down

Trump's authority to impose tariffs under IEEPA).

Second, while spot gold’'s 65% price increase certainly contributed to the 145% surge
in value of 2025 exports, we believe the balance of the increase is a reflection of
gold’s ongoing remonetization. In essence, the U.S. settled about 9.3% of its total ‘25
trade deficit in gold terms, versus just 3.7% in 2024. From the foreign perspective,
gold is increasingly preferred as method of payment. And from the Trump
administration’s perspective, gold’s remonetization fits well with goals to avoid dollar

strength and rebalance global trade.

At the risk of unsettling crypto adherents, we would also cite recent inverse
performance of gold and bitcoin as a prime example of gold’s remonetization
momentum. From its 10/6/25 high of $126,251, bitcoin collapsed 53% to its 2/6/26
low ($60,033). Over the four-month span, bitcoin’s market cap declined $1.28 trillion
(from $2.48T to $1.2T), and the entire cryptocurrency market cap declined $2 trillion
(from $4.2T to $2.2T). During the same span, spot gold increased 25% (from $3,260
to $4,964). While a four-month timespan holds limited relevance, it is clear the crypto

space is having a difficult time living up to its store-of-value promise.

Along these lines, it is also interesting to note that stablecoin Tether (third largest
cryptocurrency with $183B market cap) has been an aggressive buyer of gold to
accompany its Treasury holdings in its reserve portfolio. Tether purchased 26 tonnes
of gold in Q4 2025, and 6 tonnes in January, to bring its total holdings to 148 tonnes,
enough to rank as the 29th largest central bank holding. Additionally, Tether spent
more than $300 million in 2025 buying stakes in precious metal companies (including
Elemental Altus, Metalla, Gold Royalty, Versamet, and Gold.com). Having long heard
Michael Saylor refer to bitcoin as “digital gold,” it is certainly refreshing to hear Tether

CEO Paolo Ardoino refer to gold as “natural bitcoin.”

Eroding Fed Credibility

The third of our Big-3 gold fundamentals is eroding Fed credibility. Frequent readers
are familiar with our disdain for the Fed'’s rich history of faulty forecasts, faulty
analytical framework and faulty policy decisions. Thus, it is a bit of a mystery that the
Fed still enjoys such widespread confidence in the wake of its disastrous QE and ZIRP

policy decisions. Of course, it is one thing for us to criticize, but quite another for the
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U.S. Treasury Secretary to take the Fed to task for its post-GFC policies. For a summary ciou ackchibue o oy

of Fed foibles, we yield to our old boss Scott Bessent's recent editorial, The Fed’s New

+29.5%

"Gain-of-Function” Monetary Policy.http://www.international-economy.com/
: ' : } Gold MTD at January 29
TIE_Sp25_Bessent.pdf (Bessent highlights in our Quotes section) intraday high - clear

blow-off signal

For us, the Fed lost all credibility with its senseless and ill-advised monthly QE of
$120B throughout 2021, with GDP over 6%, CPI on its way from 5% to 7% and

+69.8%

Silver MTD at January 29

this liquidity tsunami foster the worst inflationary outbreak in four decades, but the intraday high - eye
popping

unemployment already down from the 14.8% Covid peak to under 6%. Not only did

Fed's breakneck pace of subsequent rate hikes has created the first “quasi-fiscal

deficit” in the Fed's 113-year history. Let us explain.
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received from these assets and lower interest rates it paid to banks through

-41.3%
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carry trade without a clearly defined exit strategy
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In essence, the Fed banked on expanding (short-term) reserves to fund the purchase
of (long-term) financial assets, but this approach was dependent on prevailing low
interest rates. When Fed-induced inflation pushed interest rates up, the equation
flipped, and the Fed has since needed to pay higher rates to commercial banks than it

has earned on its financial assets. Since September 2022 (Figure 8, above), the Fed's
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PRESS DATE (2/26)

quasi-fiscal deficit has ballooned to a cool $245 billion. And, of course, this
"operating” loss is in addition to the $1 trillion-plus mark-to-market loss on the Fed's
asset portfolio. How will the Fed settle its quasi-fiscal deficit? Why does this quarter-

trillion-dollar hole receive almost no mainstream attention?

Looking back, Chair Bernanke’s nuclear option of launching QE may have averted
total collapse during the GFC, but subsequent QE programs (through the Covid
explosion) have completely distorted the global financial system. In August of 2008,

the Fed's balance sheet stood at $930 billion. Today, the Fed's balance sheet stands at
$6.6 trillion (down from $9 trillion) but the Fed has already had to halt its QT program

(and begin Treasury bill purchases), due to liquidity issues in short-term funding
CONCLUSION

markets. Boiling things down, the legacy of the Bernanke/Yellen/Powell era is that

once QE is launched, it can never be stopped.

With respect to Fed credibility, we find it interesting that early in their Fed tenures

Governor Powell and Governor Warsh were two of the most reliable QE critics. Given

Jerome Powell’s full-throated embrace of QE as Chair, it is hard to recognize his QE

skepticism as freshman Governor (10/24/12):

JEROME POWELL, GOVERNOR, FEDERAL RESERVE

| have concerns about more purchases...First, the question, why stop at $4
trillion? The market in most cases will cheer us for doing more. It will never be
enough for the market...l think we are actually at the point of encouraging risk-
taking, and that should give us pause. Investors really do understand now that we

will be there to prevent serious losses. It is not that it is easy for them to make

money but that they have every incentive to take more risk, and they are doing so.

Meanwhile, we look like we are blowing a fixed income duration bubble across
the credit spectrum that will result in big losses when rates come up down the
road. You can almost say that that is our strategy.My third concern—and others
have touched on it as well—is the problems of exiting from a near $4 trillion
balance sheet. We've got a set of principles from June 2011 and have done some
work since then, but it just seems to me that we seem to be way too confident

that exit can be managed smoothly.”

Our point here is that tenures at the Fed have a way of softening intellectual
principles in recognition of the game afoot. There is simply too much debt in the
system to permit the naturally cleansing cycles of capitalism. Recession and debt
rationalization must be avoided at all costs. Moral hazard or not, QE is the preferred

salve.

TREY REIK,

CHIEF ECONGOMIST,
GB|

All-in-all, we are highly
confident that factors
driving recent
outperformance in
precious metal markets
will continue throughout
2026. While gold's
investment profile has
clearly risen in recent
quarters, there is a long
way to go for both retail
and institutional
investors to establish
meaningful gold
allocations. We are
excited by gold's
prospects and we look
forward to
communicating
developments in
precious metal markets
throughout the coming

year.
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With respect to the largest institutions, Goldman Sachs conducts detailed analysis of
quarterly 13F filings of firms managing over $100 million. As of Q3 2025 (Figure 11,
above), only 46% ot large institutions held any gold ETF exposure (up from 30% in
2020) and typical allocations ranged between only 0.1% and 0.5% of reported assets.
Across the spectrum of 13F gold holders, the average portfolio allocation is 1.68% of
assets, but the value-weighted (size of firm) average is a tiny 0.22% of assets. Amid
global macro uncertainty and deteriorating developed-market fiscal outlooks, even
modest reallocations from bond and equity portfolios could boost prices substantially

in comparatively small precious metal markets.

All-in-all, we are highly confident that factors driving recent outperformance in
precious metal markets will continue throughout 2026. While gold’s investment
profile has clearly risen in recent quarters, there is a long way to go for both retail and

institutional investors to establish meaningful gold allocations.

We are excited by gold’s prospects and we look forward to communicating

developments in precious metal markets throughout the coming year

Sincerely,

Trey Reik

Chiet Economist
GBI

(203) 722 9160

DOLLAR SENTIMENT

QUOTES

MARY DALY,
PRESIDENT, FEDERAL
RESERVE BANK OF
SAN FRANCISCO,
2/17/2

Most of the macro studies of
productivity growth find limited
evidence of a significant Al
effect.. We are simply not there
yet...The willingness to confront
what we know and what we don't
s essential to making appropriate
and durable policy that serves all

Americans.

JAMIE DIMON,
CEO, JPMORGAN
CHASE, 2/23/26

| see a couple of people doing
some dumb [loan origination]
things...Unfortunately, we did see
this in ‘05, ‘06, and '07, almost the
same thing—the rising tide was
lifting all boats, everyone was
making a lot of money...There's
always a surprise in a credit cycle.
This time around it might be

software because of Al.

THOMAS BARKIN,
PRESIDENT, FEDERAL
RESERVE BANK OF
RICHMOND, 10/4/19

| do worry that a message of $60
billion a month will be
misinterpreted as a return to QE,
as it does appear to be
comparably scaled. Our
communication needs to
emphasize that this is about
liabilities, not about assets. It's a
reserve-maintenance program,
not a balance-sheet expansion. In
line with the option presented in
the communication, | would just
communicate that we will maintain
reserves at a minimum level,
perhaps consistent with early
September, and to do that we will
conduct a limited-time technical

adjustment as necessary.
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DOLLAR SENTIMENT

Dollar Sentiment Quotes QUOTES
SCOTT BESSENT, SECRETARY, U.S. TREASURY, 2/1/26 CHARLES EVANS,
PRESIDENT, FEDERAL
As we saw during the Covid pandemic, when lab-created experiments escape RESERVE BANK OF

. . . CHICAGO, 10/4/19
their confines, they can wreak havoc in the real world. Once released, they cannot

I'm uncomfortable with

easily be put back into the containment zone. The “extraordinary” monetary communicating a message that

our balance-sheet goal is merely

policy tools unleashed after the 2008 financial crisis have similarly transformed
reserves at the level of early

the U.S. Federal Reserve's policy regime, with unpredictable consequences. The SR NI AT T
sure we've got a large margin for
Fed's new operating model is effectively a gain-of-function monetary policy Sfior, S thAvE YRy askad aboi

other assessments of what those

experiment.
numbers might be...So we need a

larger margin for error. | don't

The Fed's adoption of large-scale asset purchases as a tool of monetary policy know what that number should be.

I'd err on the side of making sure

when its traditional instrument—the overnight interest rate—was at the zero lower w6 had plonty: The costof anather

: : : . . . failure could be really immense,
barrier created severe distortions in the market, with unintended consequences... y

and I'm not sure how many

The Fed must change course. Its standard monetary policy toolkit has become mulligans we have in our pocket if

we don't get this right next time.
too complex to manage, with uncertain theoretical underpinnings and

problematic economic consequences. Gain-of-function monetary policy must be

replaced with simple and measurable policy tools to achieve a narrow mandate. ROBERT KAPLAN,

PRESIDENT, FEDERAL

Such an approach is the clearest and most effective way to deliver better
RESERVE BANK OF

economic outcomes and safeguard central bank independence over time... DALLAS, 10/4/19

So | agree with the objectives as
stated of returning to a

Looking ahead, it is essential the Fed commit to scaling back its distortionary
sustainable level of ample

impact on markets. At a minimum, this likely includes the Fed only using, and then reserves, and | think the other

objective | would have in

halting, unconventional policies like QE in true emergencies and in coordination assessing these options is erming

with the rest of the government. It also likely requires an honest, independent, SRARRRIS 0L prRsimptg

volatility in the future versus

and nonpartisan review of the entire institution and all of its activities, including reacting to it.

monetary policy, regulatory policy, communications, staffing, and research.

We now face not only short- and medium-term economic challenges but also the
potentially dire long-term consequences of a central bank that has placed its own
independence in jeopardy. To safeguard its future and the stability of the U.S.
economy, the Fed must reestablish its credibility as an independent institution
focused solely on its statutory mandate of maximum employment, stable prices

and moderate long-term interest rates.



GBIEI

DOLLAR SENTIMENT

Dollar Sentiment Quotes QUOTES

KEVIN WARSH, EX-GOVERNOR, FEDERAL RESERVE, 10/26/15

We believe that QE has redirected capital from the real domestic economy
to financial assets at home and abroad. In this environment, it is hard to
criticize companies that choose ‘shareholder friendly’ share buybacks over
investment in a new factory. But public policy shouldnt bias investments to
paper assets over investments in the real economy. How has monetary

policy created such a divergence between real and financial assets?

First, corporate decision-makers can't be certain about the consequences

of QE's unwinding on the real economy. The resulting risk-aversion
translates into a corporate preference for shorter-term commitments—that
is, for financial assets.Second, financial assets are considerably more liquid
than real assets. Trade among financial assets like stocks is far easier than
buying and selling real assets like capital equipment. The financial crisis
taught an important lesson to investors of all sorts: llliquidity can be fatal.

Financial assets have large liquidity benefits over real assets...

Third, QE reduces volatility in the financial markets, not the real economy.
By purchasing long-term securities, the Fed removes significant market
volatility from stocks and bonds. Any resulting reduction in macroeconomic
volatility—affecting real asset prices—is far more speculative. In fact, much
like 2007, actual macroeconomic risk may be highest when market
measures of volatility are lowest. Central banks have been quite successful
in stoking risk-taking by investors in financial markets... Clearly, market
participants believe central bankers use QE, among other reasons, to put a

floor under financial asset prices.

JEROME POWELL,
GOVERNOR, FEDERAL
RESERVE, 10/24/12

| have concerns about more
purchases...First, the question,
why stop at $4 trillion? The market
in most cases will cheer us for
doing more. It will never be
enough for the market. Our
models will always tell us that we
are helping the economy, and |
will probably always feel that
those benetfits are overestimated.
And we will be able to tell
ourselves that market function is
not impaired and that inflation

expectations are under control...

| think we are actually at the point
of encouraging risk-taking, and
that should give us pause.
Investors really do understand
now that we will be there to
prevent serious losses. It is not
that it is easy for them to make
money but that they have every
incentive to take more risk, and
they are doing so. Meanwhile, we
look like we are blowing a fixed
income duration bubble across
the credit spectrum that will result
in big losses when rates come up
down the road. You can almost say

that that is our strategy.

My third concern—and others have
touched on it as well-is the
problems of exiting from a near $4
trillion balance sheet. We've got a
set ot principles from June 2011
and have done some work since
then, but it just seems to me that
we seem to be way too confident
that exit can be managed

smoothly.



< GBI

Dollar Sentiment Quotes

KEVIN WARSH, EX-GOVERNOR, FEDERAL RESERVE, 8/24/16

The conduct of monetary policy in recent years has been deeply flawed... A
robust reform agenda requires more rigorous review of recent policy choices and
significant changes in the Fed’s tools, strategies, communications and
governance. Two major obstacles must be overcome: groupthink within the
academic economics guild, and the reluctance of central bankers to cede their

new power.

First, the economics guild pushed ill-considered new dogmas into the
mainstream of monetary policy. The Fed’s mantra of data-dependence causes
erratic policy lurches in response to noisy data. Its medium-term policy objectives
are at odds with its compulsion to keep asset prices elevated. Its inflation
objectives are far more precise than the residual measurement error. Its output-

gap economic models are troublingly unreliable.

The Fed seeks to fix interest rates and control foreign-exchange rates
simultaneously—an impossible task with the free flow of capital. Its “forward
guidance,” promising low interest rates well into the future, offers ambiguity in
the name of clarity. It licenses a cacophony of communications in the name of
transparency. And it expresses grave concern about income inequality while

refusing to acknowledge that its policies unfairly increased asset inequality.

The Fed often treats financial markets as a beast to be tamed, a cub to be
coddled, or a market to be manipulated. It appears in thrall to financial markets,
and financial markets are in thrall to the Fed, but only one will get the last word. A
simple, troubling fact: From the beginning of 2008 to the present, more than half
of the increase in the value of the S&P 500 occurred on the day of Federal Open

Market Committee decisions.

The groupthink gathers adherents even as its successes become harder to find.
The guild tightens its grip when it should open its mind to new data sources, new
analytics, new economic models, new communication strategies, and a new

paradigm for policy.

DOLLAR SENTIMENT
QUOTES

KEVIN WARSH,
EX-GOVERNOR,
FEDERAL RESERVE,
8/24/16

The second obstacle
to real reform is no
less challenging. Real
reform should reverse
the trend that makes
the Fed a general
purpose agency of
government. Many
guild members
believe that central
bankers—nonpartisan,
high-minded experts—
are particularly well-

suited to expand their

policy remit. They fail
to recognize that
central bank power is
permissible in a
democracy only when
its scope is limited, its
track record strong,
and its accountability

assured.
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