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Gold prices on track to trend higher 

 
 Gold levels pulled back towards end-2020 as investment demand dried up 

 The “Reflation Trade” also lessened the appeal of gold  

 We maintain positive on gold over the medium-term, and expect prices to head back up toward USD 2,000/oz  

 

 
After gold prices briefly popped above USD 2,000/oz in early August 2020, the investment demand for Exchange 
Traded Funds (ETFs) has dried up. From its peak in early November 2020, total known ETF holdings has lost a net 
tonnage of about 3 million ounces to 107 million ounces by the end of 2020. As such, gold prices have pulled back 
to about USD 1,900/oz by the end of the year – but still maintaining a respectable 25% gain Year-on-Year.  
 
The fizzling off of gold prices between November and December 2020 could be correlated to the significant 
breakthrough in COVID-19 vaccines, which spurred investors to scale back on safe havens such as gold to instead 
load up on risk assets. The inverse relationship between gold and the falling US dollar appears to have weakened 
as well. 
 
Over the medium-term, little has changed in terms of fundamental drivers for gold. In particular, major central banks 
continue to ramp up their buying of bonds. This is a very positive driver for gold. Uncertainties over possible 
subsequent waves of the COVID-19 outbreak may still spur safe-haven demand for the bullion. As such, we are 
staying positive on our medium-term outlook for gold, with our end-2021 forecast for gold price slated at USD 
2,000/oz.  

 

 
Source: Bloomberg. Data as at 31 December 2020.
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IMPORTANT NOTICE AND DISCLAIMERS: 

The information contained in this publication is given on a general basis without obligation and is strictly for 
information purposes only. This publication is not intended to be, and should not be regarded as, an offer, 
recommendation, solicitation or advice to buy or sell any investment or insurance product and shall not be 
transmitted, disclosed, copied or relied upon by any person for whatever purpose. Any description of investment or 
insurance products, if any, is qualified in its entirety by the terms and conditions of the investment or insurance 
product and if applicable, the prospectus or constituting document of the investment or insurance product. Nothing in 
this publication constitutes accounting, legal, regulatory, tax, financial or other advice. If in doubt, you should consult 
your own professional advisers about issues discussed herein. 

The information contained in this publication, including any data, projections and underlying assumptions, are based 
on certain assumptions, management forecasts and analysis of known information and reflects prevailing conditions 
as of the date of the publication, all of which are subject to change at any time without notice. Although every 
reasonable care has been taken to ensure the accuracy and objectivity of the information contained in this publication, 
United Overseas Bank Limited (“UOB”) and its employees make no representation or warranty of any kind, express, 
implied or statutory, and shall not be responsible or liable for its completeness or accuracy. As such, UOB and its 
employees accept no liability for any error, inaccuracy, omission or any consequence or any loss/damage howsoever 
suffered by any person, arising from any reliance by any person on the views expressed or information contained in 
this publication. 

Any opinions, projections and other forward looking statements contained in this publication regarding future events or 
performance of, including but not limited to, countries, markets or companies are not necessarily indicative of, and 
may differ from actual events or results. The information herein has no regard to the specific objectives, financial 
situation and particular needs of any specific person. Investors may wish to seek advice from an independent financial 
advisor before investing in any investment or insurance product. Should you choose not to seek such advice, you 
should consider whether the investment or insurance product in question is suitable for you. 
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