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Mind on the Market

Chart of the Week
Negatively Correlated - Gold vs USD
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Gold United States Dollar Index

Source: FactSet, displaying five-year rolling averages. Data as of 1/31/26 in USD.

Historically, the U.S. dollar and gold have exhibited a persistent inverse relationship, driven largely
by gold’s pricing in dollars—when the dollar weakens, gold becomes cheaper for non U.S. buyers,
often boosting demand. This negative correlation has held over long periods, reinforcing gold’s role
as a counterweight to dollar cycles. If the dollar were to depreciate in the coming years—whether
due to shifting interest rate differentials, fiscal uncertainties, or evolving global capital flows—it
could serve as a supportive tailwind for the metal. In that context, a structurally softer dollar
environment would be consistent with past periods in which gold has delivered stronger multi-year
returns.
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Weekly Highlights

Top sources of global gold demand:

Jewelry Buyers Investment Buyers (bars, Central Bank Buyers
coins, ETFs)

35-50% 20-30% 20-30%

Source: World Gold Council, State Street Investment Management

What could prompt a sustained gold market unwind in a bull market?

The historic bullion bull market cycle that started taking shape in 2023-2024 is likely to continue through
2026. Indeed, we believe gold clearing $6,000/0z is more probable than a dip below $4,000/0z over the
next 6-12 months. Structural macro tailwinds for the yellow metal include but are not limited to: 1. Rising
global debt loads and FX debasement fears; 2. Elevated stock/bond correlations; 3. ETF re-stocking and
gold reallocation cycle; 4. Potential Fed easing amid FOMC leadership transition; and 5. Robust physical
demand from China, retail, and EM central banks.

But what are the risks to this run up in precious metals prices? And is gold in a speculative bubble? To
the latter question, we definitively think the answer is no. Bullion trading seems to have rebased higher.
And the metal, which was likely undervalued as a reserve asset during the post-GFC to post-Covid
period, probably has a new soft floor price between $4,000-4,500/0z.

However, we should acknowledge that the gold price path is unlikely to be linear. And excessive
speculation can increase volatility. As the asset class makes more headlines and garners more short-
term investor interest, there will be occasional technical corrections like the c14% drawdown observed
Jan 30-Feb 2. And while a thin tail risk, we can’t rule out a 20-25% unwind to below $4,000/0z under
certain scenarios.


https://www.ssga.com/us/en/intermediary/insights/how-gold-hedges-policy-uncertainty-when-fed-leadership-changes
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Figure 1: US listed gold ETF net flows and the US policy uncertainty index
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US listed gold ETF net flows and the US policy uncertainty index

Source: Baker, Bloom & Davis, Bloomberg Finance L.P., State Street Investment Management (January 2024-February

2026).

While myriad market outcomes could cause an asset to fall in value, three come to mind for gold.

1.

The “sell America” theme reverses to “buy America”, prompting a sustained rally in the
USD. Denomination effects are critical for gold sentiment. It is no surprise that gold/USD returns
in 2025 were the strongest since 1979 at the same time that the greenback devalued the most
since the 1970s during the first 7-8 months of last year!. That is ‘alt-fiat' demand in action. The
combination of UST curve steepening, wider US fiscal deficits during peacetime, and Trump
policy volatility (and its potential knock-on impacts on foreign demand for US sovereign assets)
have been broadly USD negative and precious metals positive. Higher geoeconomic uncertainty
under Trump 2.0 is potentially increasing demand for gold as a left-tail hedge (Figure 1)2.
Therefore, a sharp reversal of the “sell America” theme that prompts a material bid in the US
dollar and demand for US duration amid a decline in fiscal/inflation induced term premium, is one
tail risk that could send gold prices lower in 2026-2027.

1 Bloomberg Financial L.P. and State Street Investment Management, as of September 30, 2025.
2 Baker, Bloom & Davis, Bloomberg Finance L.P., State Street Investment Management, as of February, 10 2026.
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2. Asia consumers become much more price elastic, materially reducing gold purchases
and boosting scrap supply. Chinese demand for gold is critical for price discovery. The fastest
growing commodity consumer matters for gold just as it does for oil and copper markets.
Chinese retail demand for the yellow metal has been surprisingly resilient—non-monetary
imports in 2025 were consistent with 2019 volumes despite prices rising 240-250%3. Some of
this may be due to the Trump 2.0 effect and post-Liberation Day policies that support local
demand, alongside CNY devaluation fears and a quixotic property market recovery. However, a
buyer’s strike in China that significantly weighs on what has been robust gold uptake post-
pandemic (Figure 2) would likely loosen balances and hit global prices. Additionally, many Asian
owners of gold jewelry are holding supply as a store of value. This has hindered recycling and
gold scrap. A meaningful reversal of this hoarding, boosting gold supply, could be bearish.

Figure 2: China non-monetary gold import (tonnes)
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Source: China Customs, State Street Investment Management. Data as of December 31, 2025.

3. Central banks sell gold en masse. The official sector has added gold to its reserves for the
past 16 years—the longest streak in the free-floating US dollar era*. This trend is likely to
continue as a baseline given de-dollarization and reserve diversification trends. Empirically,
these purchases have lifted the gold price floor and damped downside price volatility. While

3 China Customs, State Street Investment Management, as of December 31, 2025.
4 World Gold Council, State Street Investment Management, as of December 31, 2025.
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showing no signs of slowing, a significant reduction in CB gold buying appetite or significant gold
reserve asset sales would be a bearish phenomenon. It would loosen physical balances, see the
disappearance of a non-cyclical gold buyer, and put extra pressure on jewelry consumption or
ETF/private investments to fill the gap. Though highly unlikely, in our view, this would almost
certainly push the gold price to a bear market as the official sector buys 20-30% of primary mine
supply each year®.

The case for gold remains largely constructive in 2026. That said, there are tail risks that could cause
prices to fall sharply. That doesn’t negate the strategic case for gold over the long horizon, but may be a
question among investors that have missed the rally from $2,000 to $5,000/0z.

Source: FactSet, World Gold Council, China Customs, Baker, Bloom & Davis, Bloomberg Finance L.P., State Street
Investment Management. Past performance is not a reliable indicator of future performance.

About State Street Investment Management

At State Street Investment Management, we have been helping to deliver better outcomes to institutions,
financial intermediaries, and investors for nearly half a century. Starting with our early innovations in
indexing and ETFs, our rigorous approach continues to be driven by market-tested expertise and a
relentless commitment to those we serve. With over $5 trillion in assets managed*, clients in over 60
countries, and a global network of strategic partners, we use our scale to create a comprehensive and
cost-effective suite of investment solutions that help investors get wherever they want to go.

* This figure is presented as of December 31, 2025 and includes ETF AUM of $1,950.80 billion USD of which approximately
$173.02 billion USD in gold assets with respect to SPDR products for which State Street Global Advisors Funds Distributors, LLC
(SSGA FD) acts solely as the marketing agent. SSGA FD and State Street Investment Management are affiliated. Please note all
AUM is unaudited.

5 World Gold Council, State Street Investment Management, as of December 31, 2025.
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Important Risk Information

ssga.com
Marketing Communication

State Street Global Advisors (SSGA) is now State Street Investment Management. Please go to
statestreet.com/investment-management for more information.

Important Risk Information

The whole or any part of this work may not be reproduced, copied or transmitted or any of its contents disclosed to third parties
without SSGA’s express written consent.

The trademarks and service marks referenced herein are the property of their respective owners. Third party data providers make
no warranties or representations of any kind relating to the accuracy, completeness or timeliness of the data and have no liability
for damages of any kind relating to the use of such data.

The information provided does not constitute investment advice as such term is defined under the Markets in Financial Instruments
Directive (2014/65/EU) and it should not be relied on as such. It should not be considered a solicitation to buy or an offer to sell any
investment. It does not take into account any investor's or potential investor’s particular investment objectives, strategies, tax
status, risk appetite or investment horizon. If you require investment advice you should consult your tax and financial or other
professional advisor.

The information contained in this communication is not a research recommendation or ‘investment research’ and is classified as a
‘Marketing Communication’ in accordance with the applicable regional regulation. This means that this marketing communication
(a) has not been prepared in accordance with legal requirements designed to promote the independence of investment research
(b) is not subject to any prohibition on dealing ahead of the dissemination of investment research.

Past performance is not a reliable indicator of future performance.
Investing involves risk including the risk of loss of principal.

Index returns are unmanaged and do not reflect the deduction of any fees or expenses. Index returns reflect all items of income,
gain and loss and the reinvestment of dividends and other income as applicable.

Diversification does not ensure a profit or guarantee against loss. It is not possible to invest directly in an index. Index performance
does not reflect charges and expenses associated with the fund or brokerage commissions associated with buying and selling a
fund. Index performance is not meant to represent that of any particular fund.

The views expressed in this material are the views of Aakash Doshi through the period ended February 12, 2026 and are subject to
change based on market and other conditions.

This document may contain certain statements deemed to be forward-looking statements. All statements, other than historical
facts, contained within this document that address activities, events or developments that SSGA expects, believes or anticipates
will or may occur in the future are forward-looking statements. These statements are based on certain assumptions and analyses
made by SSGA in light of its experience and perception of historical trends, current conditions, expected future developments and
other factors it believes are appropriate in the circumstances, many of which are detailed herein. Such statements are subject to a
number of assumptions, risks, uncertainties, many of which are beyond SSGA’s control. Please note that any such statements are
not guarantees of any future performance and that actual results or developments may differ materially from those projected in the
forward-looking statements.

All information is from SSGA unless otherwise noted and has been obtained from sources believed to be reliable, but its accuracy
is not guaranteed. There is no representation or warranty as to the current accuracy, reliability or completeness of, nor liability for,
decisions based on such information and it should not be relied on as such.

Equity securities may fluctuate in value in response to the activities of individual companies and general market and economic
conditions.

Companies with large market capitalizations go in and out of favor based on market and economic conditions. Larger companies
tend to be less volatile than companies with smaller market capitalizations. In exchange for this potentially lower risk, the value of
the security may not rise as much as companies with smaller market capitalizations.
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Investments in small-sized companies may involve greater risks than in those of larger, better known companies.

Commodities investing entail significant risk as commodity prices can be extremely volatile due to wide range of factors. A few such
factors include overall market movements, real or perceived inflationary trends, commaodity index volatility, international, economic
and political changes, change in interest and currency exchange rates.

Asset Allocation is a method of diversification which positions assets among major investment categories. Asset Allocation may be
used in an effort to manage risk and enhance returns. It does not, however, guarantee a profit or protect against loss.

Bonds generally present less short-term risk and volatility than stocks, but contain interest rate risk (as interest rates rise bond
values and yields usually fall); issuer default risk; issuer credit risk; liquidity risk; and inflation risk. These effects are usually
pronounced for longer-term securities.

Any fixed income security sold or redeemed prior to maturity may be subject to a substantial gain or loss.

Increase in real interest rates can cause the price of inflation-protected debt securities to decrease. Interest payments on inflation-
protected debt securities can be unpredictable.

There are risks associated with investing in Real Assets and the Real Assets sector, including real estate, precious metals and
natural resources. Investments can be significantly affected by events relating to these industries.

Investing in foreign domiciled securities may involve risk of capital loss from unfavorable fluctuation in currency values, withholding
taxes, from differences in generally accepted accounting principles or from economic or political instability in other nations.
Investments in emerging or developing markets may be more volatile and less liquid than investing in developed markets and may
involve exposure to economic structures that are generally less diverse and mature and to political systems which have less
stability than those of more developed countries.

Generally, among asset classes, stocks are more volatile than bonds or short-term instruments. Government bonds and corporate
bonds generally have more moderate short-term price fluctuations than stocks, but provide lower potential long-term returns. U.S.
Treasury Bills maintain a stable value if held to maturity, but returns are generally only slightly above the inflation rate.
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