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Gold’s recent surge reflects
shifting dynamics, with
central banks and emerging
markets increasing allocations
amid geopolitical tensions and
U.S. debt concerns.

While gold can serve as a
strategic diversifier, it should
complement equities within a

balanced portfolio - not
replace them.
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WILL GOLD

CONTINUE TO SHINE?

ANDRE BASSON | CERTIFIED FINANCIAL PLANNER®, HEAD OF BRENTHURST PAARL

The recent surge in the gold price and gold mining shares has sparked a lot
of excitement, and rightly so. Returns have been stellar, and the sector
played a major role in pushing the JSE to all-time highs.

But is this momentum sustainable, or is it just a temporary spike? Let's
explore the current dynamics and what they could mean for your portfolio.

WHY CENTRAL BANKS ARE BUYING GOLD

Gold has always served as a store of value. For that reason, central banks
hold a mix of gold and foreign currency (mainly US dollars and US
government bonds) in their reserves.

Developed countries, such as the US, hold a relatively large portion of their
reserves in gold. This is partly because they can create more of their own
currency if needed. Emerging markets, on the other hand, have historically
held less gold and more USD cash for trade purposes.

But things are changing. Due to rising geopolitical tensions and increasing
US debt levels, many emerging markets, including China, have started
increasing their gold reserves.
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WHEN ECONOMIC POWER BECOMES POLITICAL

After Russia invaded Ukraine, the US imposed sanctions that froze Russian offshore assets and cut their
access to SWIFT, the global transaction system. The unintended message was clear: US assets can be frozen if
geopolitical tensions escalate.

China took note. If it ever moves on Taiwan, similar sanctions could follow. As a precaution, it has been
reducing its holdings in US Treasuries and buying more gold. While China's exact gold holdings are unclear,
ongoing purchases could continue to support gold prices for some time.

Other emerging markets have followed suit, albeit on a smaller scale.

THE WEIGHT OF US DEBT

US government debt now exceeds 100% of GDP. When interest rates rise, the cost of servicing this debt
increases significantly. Since 2022, the US Federal Reserve has raised interest rates to curb inflation. Rates
have remained higher for longer, and could climb further if tariffs and deglobalisation continue to drive up
prices.

As a result, many central banks have trimmed their US Treasury holdings. With fewer appealing alternatives,
gold has become a preferred asset. The euro and British pound face their own challenges.

Even Ray Dalio, founder of the world’s largest hedge fund, has warned that rising US debt could weaken the
dollar’s status as a store of value, further strengthening the case for gold.

WAYS TO INVEST IN GOLD

THERE ARE FOUR MAIN OPTIONS TO CONSIDER:
1. PHYSICAL GOLD

Buying Krugerrands or gold bars is the most conservative approach. However, there are costs involved
with storage and insurance. Always use reputable dealers, such as SA Bullion.

2. GOLD PRICE VS GOLD SHARES

Gold shares are highly volatile. Mining companies use leverage, and because they have fixed costs, any
rise in the gold price significantly boosts profits. A 10% increase in gold can lead to a 20% rise in gold
shares, and vice versa.

3. ETFS AND FUNDS

You can invest in exchange-traded funds that track the gold price or gold shares, both locally and
offshore. Locally, the Old Mutual Gold Fund is an option. Offshore, providers such as BlackRock/iShares
offer several choices.

4. GENERAL EQUITY FUNDS

Many investors are better off using diversified equity funds where fund managers allocate to gold
shares as needed. Gold-focused funds are often three times more volatile than broad-market funds.
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A FEW KEY TAKEAWAYS

o Don’t ditch global equities. The US still hosts many of the world’s most innovative companies. Owning
them gives you exposure to long-term growth trends, such as artificial intelligence.

» Gold can perform well in a crisis, but it's not inherently conservative. For downside protection, cash and
bonds may be more appropriate, and local yields are still attractive.

« The world has changed. Gold is no longer just a panic-driven asset. Structural shifts in global finance are
supporting its current value and could keep driving demand.

« Avoid investing based on fear or FOMO. Gold should fit into a well-constructed plan that suits your goals
and risk appetite.

THE BOTTOM LINE

Gold isn't just a hedge for tough times anymore. It’s increasingly seen as a long-term, strategic asset —
especially in a world of rising uncertainty and shifting power dynamics.

Used wisely, it can be a valuable diversifier in your portfolio.

ANDRE BASSON | CERTIFIED FINANCIAL PLANNER®, HEAD OF BWM VAL DE VIE

ANDRE joined Brenthurst Wealth in 2018 and is head of the Val de Vie Estate office.

In 2020 he was voted as one of South Africa’s top three relationship managers in the
SA Intellidex Wealth Manager and Private Banks Awards.

André obtained his BCom degree from Stellenbosch University, finishing top of his
financial planning class. His postgraduate studies include a BCom (Hons) degree and a
Postgraduate Diploma in Financial Planning, also from Stellenbosch University. He
obtained his Advanced Postgraduate Diploma in Financial Planning (Cum Laude) from
the University of the Free State. He is a member of the Financial Planning Institute of
SA and is fully qualified to give advice on all investment matters.

+27 (0) 21 100 3901 andre@brenthurstwealth.co.za
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Brenthurst Wealth Management is an authorised financial services provider (Reg No: 2004/012998/07) FSP No.7833. This e-mail and any file attachments transmitted with it are intended solely for the addressee(s) and may be
legally privileged and/or confidential. If you have received this e-mail in error please destroy it. If you are not the addressee you may not disclose, copy, distribute or take any action based on the contents hereof. Any
unauthorised use or disclosure is prohibited and may be unlawful. The view and opinions expressed in this e-mail message may not necessarily be those of the management of Brenthurst Wealth Management (Pty) Limited.
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