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A new record high
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Gold broke a new high on 28 July, reaching US$1,940.9/0z

on the LBMA Gold Price PM (PM Price) and topping US$1,981.3/0z intra-
day.
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This exceeded the previous record of US$1,895.0/0z set by the PM Price on
5 September 2011 and the US$1,921.2/0z intra-day high the following day
during Asian trading hours.
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On the heels of this milestone, investors are asking two key questions,
which we explore in this report :
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How does this compare to previous highs? Is the price rally sustainable ?
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Consumer demand remains weak
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While investors, especially in Western markets, have embraced gold as a
means to hedge their portfolios, consumer demand so far this year has
fallen sharply due to the negative effect of the pandemic on economic
growth combined with stringent lockdown measures.
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As we discuss in ourGold Demand Trendsreport, jewellery demand
plummeted by 46% in the first half of the year and bar and coin fell by 17%
— mostly driven by Asia.
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And while, in the short term, consumers tend to be more ‘price takers’
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than ‘price makers’ , in the longer term, consumption contributes to the
health of the gold market and its price behaviour.
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The latest leg of gold’ s 2020 bull run has come fast. It took approximately
four months for gold to go from US$1,650/0z to US$1,800/0z but less than
four weeks to climb to approximately US$1,950/0z.
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While this uptick was driven in good part by a sharp depreciation of the US
dollar, the magnitude of the change is highlighted by gold" s 14-day
Relative Strength Index (RSI),which reached a high of 88 on 27 July.
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This is usually seen as a sign that the market could be overbought. That
said, gold’ s 3-month and 1-year rolling returns have moved by less than
two standard deviations and are significantly below levels seen in previous
periods of strong movements.
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This alternative metric suggests that the cumulative magnitude of gold’ s
move is not unprecedented. Though nothing prevents an asset from
outpacing some of these relative performance metrics, the speed of its
increase may also result in a period of higher volatility.
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Gold has moved sharply higher in the past month and, whilthere is enough
support for gold investment, the price may experience some consolidation.
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