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Headlines 

▪ Gold prices have fallen sharply in recent months 

▪ Rising bond yields make the "barbarous relic" less attractive 

▪ In terms of portfolio construction, selling gold to buy bitcoin is a strategic mistake  

▪ From a tactical point of view, the timing seems good for a rebound in gold and mining companies 

 

Chart of the Week 

"Selling gold bars for bitcoins, really?"  
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Financial Market Analysis 

"Gold's eclipse is almost over" 

The price of gold has been falling. Down nearly -19% from its August 2020 highs of $ 2,075 per ounce, it is now trading just 

above important support at $ 1,670 (see chart 2). In relative terms, it has returned to its 35-year average of 66x silver price 

(see chart 3). 
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Source: Bloomberg, UNWTO, Atlantic Financial Group 

Contrary to popular belief, bitcoin is highly 

correlated to equities. In asset allocation, it can 

be used to boost performance, but certainly not 

as a hedge instead of gold. 
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Chart 2 - Price of an ounce of gold Chart 3 - Relative price of gold vs. silver 

  

 

There are several factors that justify the trend of the last six months, some more convincing than others. The most 

commonly used, since gold is quoted in dollars, is the relative strength of the greenback (see chart 4). Since the beginning 

of the year, this element seems to be correct, although the +2.5% appreciation of the dollar against its main counterparts 

only justifies a quarter of the correction in gold (-10%). This factor does not even justify anything at all if we look at it since 

gold's peak in August because, over this period, the dollar has fallen. 

 

Chart 4 – US dollar exchange rate Chart 5 - US real rates 

  

 

The most relevant elements in the analysis come from the bond market: 

▪ There is a historical correlation of -94% between US real yields and the price of gold (annual data from 2006 to 2020). 

Most of the time, a rise in real yields leads to a fall in the price of gold (see chart 5). Basically, as yields rise, bonds 

become more attractive than an asset like gold that does not pay any coupon. And vice versa. Of course, real rates are 
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still negative, which means that investors are still receiving a return below the rate of inflation. But more important 

than the loss of purchasing power is the momentum. Since August, real rates have risen by 42 basis points, helping to 

justify a gold price of around USD 1,850 per ounce.  

▪ Similarly, but only for a few years, there has been a robust relationship between the global pile of negative-yielding 

bonds and the gold price index. With bond yields rising on both sides of the Atlantic, it is now possible to justify a gold 

price of USD 1,650 (see chart 6). 

 

Chart 6 - Global pile of negative-yielding bonds Chart 7 - Change in ETF holdings 

  

 

The main elements that provide support to the recent fall in gold prices are related to rising rates, whether real or nominal. 

To justify a further fall, investors need to see an improved economic outlook, with little inflation, combined with a rate 

hike that is slow enough not to dampen the growth momentum. This very specific scenario is the only one that is negative 

for gold, because in all other cases it would appreciate: 

▪ if growth is strong but hyperinflationary  

▪ if an economic downturn is looming 

▪ if central banks opt to control the yield curve 

 

Some analysts also suggest that gold is falling as investors use cryptocurrencies, led by bitcoin, as an alternative to 

protect their portfolios. There is no data to empirically validate this concept. These currencies are backed by blockchain 

technology rather than by a state. They could therefore serve as a hedge against the monetisation of sovereign debt and 

the associated depreciation of conventional currencies, in the same way as real assets such as gold. In practice, the ability 

of bitcoin to bring diversification in a strategic allocation remains to be proven (see Chart of the Week). It is correlated at 

53% with the S&P 500, while gold is at zero over the period from 2011 to 2020. Bitcoin cannot, therefore, replace gold 

to hedge the global performance of a portfolio during bear markets. More generally, the ability of cryptocurrencies to 

satisfy the need for diversification is highly compromised. Surprising as it may seem, they should be considered more as 

an alternative to equities. Since their volatility is often much higher than that of a stock index, drawdowns will be greater 

but returns will also be higher.  
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An analysis of capital flows shows that gold holdings in Exchange Traded Funds (ETFs) have fallen sharply over the past 

two months (see chart 7). The pace of selling these passive funds has even accelerated over the past fortnight. In contrast, 

it is interesting to note that while long-term investors have reduced their positions, traders have not yet done so. Hedge 

funds are still massive buyers of the yellow metal (see chart 8). In case of a new drop, they could seek to cut their exposure. 

Such a reaction would amplify the movement. 

 

Chart 8 - Speculative gold positions Chart 9 - Gold prices and technical indicators 

  

In the physical market, which buys bars, coins and jewellery, the signals are rather encouraging. Premiums are rising in 

most Asian countries, notably India, showing some signs of tension between supply and demand. Private investors see 

these prices as a buying opportunity. While the physical market is rarely the driver of rallies, it does reinforce the likelihood 

of a floor being built on current levels.  

 

From a technical point of view, support at $1,670 seems to be holding as it is backed by a rebound in trend indicators 

(see chart 9). The oversold level (RSI) has just reached the same point seen during the March 2020 flash correction. 

Similarly, the moving averages of gold prices have not diverged this much (MACD) since 2013. 

 

Gold miners will benefit from the upcoming rebound in gold. Listed companies such as Newmont (NEM), Barrick Gold 

(GOLD), Franco-Nevada (FNV), Agnico Eagle Mines (AEM) and the mid-sized companies in the VanEck Vectors ETF (GDX) 

have suffered in recent months. After a strong outperformance in 2020, their lead has melted away. They are now 

performing in line with the major indices over 15 months. It is time to take a serious look at them. Their valuations in 

terms of EV/EBITDA are around 6x compared to the usual 7.5x. Their profit margins are rising sharply, backed by a positive 

scissors effect: the price of gold remains elevated by historical standards and extraction costs have been falling. With very 

little debt ratio, they could deliver higher than expected dividends in the coming quarters. 
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Conclusion:  

The gold price has suffered for good and bad reasons. The timing seems particularly favourable for a rebound, both from 

a fundamental and a technical point of view. The only downside risk is that investors are overconfident in risky assets at 

the expense of safe havens. The financial bubble can prevent gold from shining brightly. But eclipses are short lived and 

gold miners, already backed by strong fundamentals, will inevitably benefit from the improved selling price of gold. 

 

 

  

http://www.atlantic-financial.net/


 

 
 6 www.atlantic-financial.net 

  

http://www.atlantic-financial.net/


 

 
 7 www.atlantic-financial.net 

Returns on Financial Assets 

Total return performance by asset class 

   

Markets Performances

(local currencies)
Last Price

Momentum 

Indicator (RSI)
1-Week (%) 1-Month (%)

2021

Year-to-Date (%)
2020 (%) 2019 (%)

Equities
World (MSCI) 674.5         56.10 2.6% -0.9% 4.7% 16.9% 27.3%
USA (S&P 500) 3 943         58.85 2.7% 0.4% 5.3% 18.4% 31.5%

USA (Dow Jones) 32 779       68.86 4.2% 4.5% 7.6% 9.7% 25.3%

USA (Nasdaq) 13 320       50.19 3.1% -5.4% 3.5% 45.1% 36.7%

Euro Area (DJ EuroStoxx) 424.6         65.29 4.1% 2.8% 7.1% 0.8% 27.3%

UK (FTSE 100) 6 761         60.65 2.1% 3.4% 5.5% -11.4% 17.2%

Switzerland (SMI) 10 840       53.21 2.2% 0.3% 1.9% 4.3% 30.2%

Japan (Nikkei) 29 767       56.56 3.0% 0.7% 8.3% 18.3% 20.7%

Emerging (MSCI) 1 348         46.05 0.7% -5.5% 4.6% 18.8% 18.8%

Brasil (IBOVESPA) 114 160      48.63 -0.9% -4.4% -4.1% 2.9% 31.6%

Russia (MOEX) 3 575         63.87 3.7% 3.3% 7.8% 14.8% 38.4%

India (SENSEX) 49 919       52.73 0.8% -1.4% 6.5% 17.2% 15.7%

China (CSI) 5 036         41.07 -2.2% -11.4% -1.2% 29.9% 39.2%

Energy (MSCI World) 180.8         74.82 2.2% 14.4% 26.2% -27.7% 13.9%

Com. Serv. (MSCI World) 109.09       53.56 1.0% -2.0% 8.5% 24.2% 25.1%

Materials (MSCI World) 351.3         61.21 3.3% 3.5% 7.7% 21.6% 20.8%

Info. Tech. (MSCI World) 459.1         47.24 2.1% -6.1% 1.2% 46.2% 47.5%

Utilities (MSCI World) 148.3         55.68 4.5% -1.2% -1.6% 4.8% 22.3%

Financials (MSCI World) 139.4         71.87 2.7% 6.8% 13.0% -3.1% 24.1%

Cons. Staples (MSCI World) 259.0         54.01 1.9% -1.3% -3.0% 8.8% 22.4%

Health Care (MSCI World) 313.8         44.30 1.8% -4.7% -1.0% 15.4% 23.3%

Cons. Discret. (MSCI World) 389.5         50.06 4.1% -4.5% 2.9% 37.0% 28.2%

Industrials (MSCI World) 308.4         66.80 3.8% 3.1% 6.7% 11.8% 27.2%

Bonds (FTSE)
USA (7-10 Yr) 1.61% 24.98 -0.6% -3.5% -5.5% 9.3% 7.4%

Euro Area (7-10 Yr) -0.05% 45.47 0.3% -1.0% -1.6% 4.5% 6.7%

Germany (7-10 Yr) -0.33% 38.67 -0.1% -1.1% -2.4% 3.0% 3.0%

UK (7-10 Yr) 0.80% 32.38 -0.4% -2.4% -4.8% 5.4% 4.8%

Switzerland (7-10 Yr) -0.26% 45.37 -0.1% -0.5% -1.3% 0.4% 2.0%

Japan (5-10 Yr) 0.11% 47.59 -0.2% -0.3% -0.5% -0.1% 0.0%

Emerging (5-10 Yr) 4.52% 32.39 1.0% -4.0% -5.4% 5.2% 13.3%

USA (IG Corp.) 2.29% 29.76 -0.1% -3.3% -5.1% 9.9% 14.5%

Euro Area (IG Corp.) 0.36% 40.52 0.0% -0.4% -0.7% 2.8% 6.2%

Emerging (IG Corp.) 3.91% 30.68 0.0% -1.4% -1.3% 8.1% 13.1%

USA (HY Corp.) 4.39% 43.08 0.1% -0.9% 0.5% 7.1% 14.3%

Euro Area (HY Corp.) 3.03% 61.16 0.3% 0.0% 1.4% 2.3% 11.3%

Emerging (HY Corp.) 6.37% 37.76 0.8% -2.5% -2.6% 4.3% 11.5%

World (Convertibles) 445.0         48.68 3.0% -5.1% 3.9% 38.8% 17.3%

USA (Convertibles) 603.6         48.82 3.3% -6.4% 4.9% 54.5% 22.8%

Euro Area (Convertibles) 4 052         49.75 1.8% -1.3% -1.5% 6.1% 7.6%

Switzerland (Convertibles) 186.4         48.41 0.0% -0.1% -0.2% 0.5% 2.4%

Japan (Convertibles) 200.2         57.51 0.7% -0.4% 3.0% 2.8% 2.6%

Hedge Funds (Crédit Suisse)
Hedge Funds Indus. 685.5         61.70 n.a. 2.3% 2.1% 2.5% 9.3%

Distressed 892.4         64.38 n.a. 3.5% 3.8% 1.5% 1.4%

Event Driven 752.4         69.11 n.a. 3.1% 4.6% 3.1% 8.2%

Fixed Income 380.4         72.97 n.a. 0.4% 1.7% 2.2% 6.1%

Global Macro 1 113.0      70.17 n.a. 0.9% 1.2% 2.0% 10.4%

Long/Short 869.9         62.61 n.a. 1.6% 1.6% 3.6% 12.2%

CTA's 321.7         54.84 n.a. 3.1% 1.9% -3.2% 9.0%

Market Neutral 277.0         56.60 n.a. 1.5% 1.4% -0.1% 1.6%

Multi-Strategy 657.8         69.50 n.a. 1.5% 1.0% 1.4% 7.3%

Volatility
VIX 21.67         43.28 -16.1% 3.6% -9.1% 65.1% -45.8%

VSTOXX 18.71         42.31 -25.4% -6.7% -19.9% 67.5% -41.5%

Commodities
Commodities (CRB) 496.5         n.a. 1.0% 5.6% 11.9% 10.5% -1.9%

Gold (Troy Ounce) 1 726         40.15 2.5% -5.1% -9.1% 24.9% 18.3%

Oil (WTI, Barrel) 65.61         66.41 0.9% 10.3% 35.2% -20.5% 34.5%

Oil (Brent, Barrel) 69.62         66.69 -0.7% 9.6% 34.6% -23.0% 24.9%

Currencies (vs USD)
USD (Dollar Index) 91.852       60.19 -0.5% 1.5% 2.1% -6.7% 0.2%

EUR 1.1933       40.85 0.7% -1.6% -2.3% 9.7% -2.2%

JPY 109.10       23.23 -0.2% -3.4% -5.4% 5.3% 0.9%

GBP 1.3928       53.53 0.8% 0.2% 1.9% 2.8% 3.9%

AUD 0.7746       49.51 1.3% -0.4% 0.7% 9.5% -0.4%

CAD 1.2467       66.59 1.6% 1.4% 2.1% 1.8% 5.0%

CHF 0.9291       33.37 0.8% -4.2% -4.7% 9.8% 1.4%

CNY 6.5022       44.60 0.4% -0.7% 0.4% 6.7% -1.2%

MXN 20.740       47.65 3.6% -3.7% -4.0% -4.9% 3.8%

EM (Emerging Index) 1 709.8      43.70 0.0% -1.1% -0.6% 3.3% 3.1%

Source: Bloomberg, Atlantic Financial Group Performance (Negative \ Positive)
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DISCLAIMER  

     
This document is issued by Atlantic Financial Group (hereinafter “Atlantic”). It is not intended for distribution, publication, or use in any jurisdiction where such 
distribution, publication, or use would be unlawful, nor is it aimed at any person or entity to whom it would be unlawful to address such a document. 

This document is provided for information purposes only. It does not constitute an offer or a recommendation to subscribe to,  purchase, sell or hold any security 
or financial instrument. It contains the opinions of Atlantic, as at the date of issue. These opinions and the information herein contained do not take into account 
an individual’s specific circumstances, objectives, or needs. No representation is made that any investment or strategy is su itable or appropriate to individual 
circumstances or that any investment or strategy constitutes a personal recommendation to any investor. Each investor must make his/her own independent 
decisions regarding any securities or financial instruments mentioned herein. Tax treatment depends on the individual circumstances of each client and may be 
subject to change in the future. Atlantic does not provide tax advice. Therefore, you must verify the above and all other inf ormation provided in the document or 
otherwise review it with your external tax advisors. 

Investment are subject to a variety of risks. Before entering into any transaction, an investor should consult his/her investment advisor and, where necessary, obtain 
independent professional advice in respect of risks, as well as any legal, regulatory, credit, tax, and accounting consequences. The information and analysis contained 
herein are based on sources considered to be reliable. However, Atlantic does not guarantee the timeliness, accuracy, or completeness of the information contained 
in this document, nor does it accept any liability for any loss or damage resulting from its use. All information and opinions as well as the prices, market valuations 
and calculations indicated herein may change without notice. Past performance is no guarantee of current or future returns, and the investor may receive back less 
than he invested. The investments mentioned in this document may carry risks that are difficult to quantify and integrate into an investment assessment. In general, 
products such as equities, bonds, securities lending, forex, or money market instruments bear risks, which are higher in the case of derivative, structured, and 
private equity products; these are aimed solely at investors who are able to understand their nature and characteristics and to and bear their associated risks. On 
request, Atlantic will be pleased to provide investors with more detailed information concerning risks associated with given instruments. 

The value of any investment in a currency other than the base currency of a portfolio is subject to the foreign exchange rates. These rates may fluctuate an d 
adversely affect the value of the investment when it is realized and converted back into the investor’s base currency. The li quidity of an investment is subject to 
supply and demand. Some products may not have a well-established secondary market or in extreme market conditions may be difficult to value, resulting in price 
volatility and making it difficult to obtain a price to dispose of the asset. If opinions from financial analysts are contained herein, such analysts attest that all of the 
opinions expressed accurately reflect their personal views about any given instruments. In order to ensure their independence, financial analysts are expressly 
prohibited from owning any securities that belong to the research universe they cover. Atlantic may hold positions in securities as referred to in this document for 
and on behalf of its clients and/or such securities may be included in the portfolios of investment funds as managed by Atlantic. 
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