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FX Viewpoint Flash

Gold in new paradigm, possibly higher in the near term

Currencies
Global

¢ Geopolitical risks and US election uncertainties buoy gold...
¢ _..but this is not supported by physical demand...
¢ Firm USD and US yields could tame fresh gold rallies

Recently, uncertainties around the US elections on 5 November and geopolitical
concerns have been supporting gold. The near-term upward trajectory shows no
signs of easing. Gold prices could go even higher over the near term and into
2025, but the rally may become overstretched and possibly be curbed when the
USD and the US yields stay firm, in our precious metals analyst’s view.

Our precious metals analyst believes gold has entered a new price paradigm,
which will probably remain above USD2,200 per ounce, supported by a mix of bullish
factors, including “safe haven” demand prompted by geopolitical risks and
economic uncertainty. Mounting fiscal deficits are also encouraging gold
demand. Global monetary easing and expectations of further easing have
increased speculative demand for gold.

Nevertheless, a combination of physical and financial market factors may tame
the rally, as we move through 2025, with gold prices likely to be moderately lower
by end-2025. In the physical market, high gold prices are driving outright declines in
gold jewellery purchases, alongside lower gold coins and bar demand. At the same
time, global gold output is on an upward trajectory at least for this and next year, with
mining being the biggest single source of new supply to the market. High gold prices
are also stimulating scrap supply of gold. In other words, gold may face headwinds
from weaker demand for jewellery and bar & coins and rising mine supply and
recycling levels. Gold exchange-traded funds (ETFs) continue to liquidate holdings,
and central bank demand may also moderate in the face of high prices.
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It is also worth noting that gold is an asset without a yield and is priced in USD, so
gold prices generally move inversely to the USD, albeit not in lockstep. In our
view, the USD is likely to stay firm into 2025, supported by relative high yields (as
other central banks are likely to ease if the Federal Reserve cut rates further) and its
“safe haven” status (amid geopolitical risks and global growth uncertainties). As the
global monetary easing cycle continues, further rate cuts may be progressively less
supportive of gold prices, especially when the inverse relationship between the USD
or US yields (Chart 1 and Chart 2) and gold may be restored.

All things considered, our precious metals analyst thinks that gold will probably have
a volatile 2025, with a much wider trading range (relative to its 10-year average
annual range of USD300 per ounce), before moving moderately lower into end-2025.
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Gold hit record highs on
geopolitical risks and US
election uncertainties

Gold prices are likely to remain
above USD2,200 per ounce

...but the rally is likely to
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precious metals analyst’s view

Firm USD and US yields could
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2025 is likely to be a volatile
year for gold
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Disclosure appendix

Important disclosures

This document is for information purposes only and it should not be regarded as an offer to sell or as a solicitation of an offer to
buy the securities or other investment products mentioned in it and/or to participate in any trading strategy. Information in this
document is general and should not be construed as personal advice, given it has been prepared without taking account of the
objectives, financial situation or needs of any particular investor. Accordingly, investors should, before acting on it, consider the
appropriateness of the information, having regard to their objectives, financial situation and needs. If necessary, seek professional
investment and tax advice.

Certain investment products mentioned in this document may not be eligible for sale in some states or countries, and they may
not be suitable for all types of investors. Investors should consult with their HSBC representative regarding the suitability of the
investment products mentioned in this document and take into account their specific investment objectives, financial situation or
particular needs before making a commitment to purchase investment products.

The value of and the income produced by the investment products mentioned in this document may fluctuate, so that an investor
may get back less than originally invested. Certain high-volatility investments can be subject to sudden and large falls in value
that could equal or exceed the amount invested. Value and income from investment products may be adversely affected by
exchange rates, interest rates, or other factors. Past performance of a particular investment product is not indicative of future
results.

HSBC and its affiliates will from time to time sell to and buy from customers the securities/instruments (including derivatives) of
companies covered in HSBC Research on a principal or agency basis.

Whether, or in what time frame, an update of this analysis will be published is not determined in advance.

Additional disclosures
1 This reportis dated as at 24 October 2024.

2 All market data included in this report are dated as at close 23 October 2024, unless a different date and/or a specific time
of day is indicated in the report.

3  HSBC has procedures in place to identify and manage any potential conflicts of interest that arise in connection with its
Research business. HSBC's analysts and its other staff who are involved in the preparation and dissemination of
Research operate and have a management reporting line independent of HSBC's Investment Banking business.
Information Barrier procedures are in place between the Investment Banking, Principal Trading, and Research businesses
to ensure that any confidential and/or price sensitive information is handled in an appropriate manner.

4 You are not permitted to use, for reference, any data in this document for the purpose of (i) determining the interest
payable, or other sums due, under loan agreements or under other financial contracts or instruments, (ii) determining the
price at which a financial instrument may be bought or sold or traded or redeemed, or the value of a financial instrument,
and/or (iii) measuring the performance of a financial instrument or of an investment fund.
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HBAP gives no guarantee, representation or warranty as to the accuracy, timeliness or completeness of this document.
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