
The critical drivers for gold are pointing in the same direction. 
WHAT’S DRIVING GOLD?•



Cause Effect Possible Ramifications

Growth in Money Supply
Central banks around the world are focused on  

stimulative monetary policies to encourage growth.
•

Inflationary Pressures
Excess cash in marketplace eventually tends  

to bid up prices for goods and services.
•

Declining Confidence in Paper Money
The prospect of inflation lowers confidence in  

paper money as a store of value, leading many  
investors to buy gold to preserve their wealth.

• Higher Gold Prices

Lack of New Discoveries in Gold Mines
Finds of more than 3 million ounces  

are becoming scarce.
•

Rising Mine Costs
Gold miners have experienced cost and labor  

inflation and increased taxes resulting in a  
higher replacement cost per ounce of gold.

•
Stagnant Production

New supplies of gold have not kept pace  
with global demand.

• Higher Gold Prices

Chindia
The most populous countries in the world,  

China and India, have a strong affinity for gold,  
driving the seasonal pattern, as holidays and  
weddings are intertwined with gold buying.

•
Strong Correlation between  

Income and Gold Price
Since 2000, as incomes rose in China  

and India, so did the price of gold.

•
Infancy Stages of Wealth Accumulation

Chindia residents are only in the beginning stages  
of acquiring wealth, and the correlation of wealth  

accumulation to the gold price is expected to continue.
• Higher Gold Prices

Emerging Markets Central Banks 
In 2009, the official sector reversed its trend of  
selling gold to begin accumulating the metal as  

an increasing percentage of reserves.
•

Diversifying Reserves 
As a percentage of total reserves, the central  
banks in emerging market countries hold a  

fraction of gold compared to developed markets.
•

Gold Viewed as Currency
Central banks look to gold to provide a currency  
hedge to increase weightings in reserve asset  
portfolios and diversify to reduce dependence  

on the U.S. dollar and the euro.

• Higher Gold Prices

Low Interest Rates
When real interest rates are low, many investors  

turn away from paper assets with declining value and  
instead turn toward assets with real value, like gold.

•
Hedging Curtailed

When interest rates are low, there is little  
incentive for hedging. As a result, gold is  

removed from the market.
•

Less Supply
A decline in hedging shrinks short-term gold  

supply, creating a market imbalance during a  
time of escalating demand.

• Higher Gold Prices

U.S. Unemployment Rate
The bond-buying spree by the Federal Reserve  

is set to continue until unemployment rate  
drops below 6.5 percent.

•
Record Low Interest Rates

Short-term rates remain near zero and  
long-term rates remain low to encourage  

borrowing and stimulate growth.
•

Weaker U.S. Dollar
Low rates drive down returns for currency investors.  

Many of those investors will buy gold as an alternative reserve 
asset, thus driving up demand.

• Higher Gold Prices

Please consider carefully the fund’s investment objectives, risks, charges and expenses. For this and other important information, obtain a fund prospectus by visiting www.usfunds.com or by calling 1-800-US-FUNDS  
(1-800-873-8637). Read it carefully before investing. Foreside Fund Services, LLC, Distributor. U.S. Global Investors is the investment adviser. 
All opinions expressed and data provided are subject to change without notice. Some of these opinions may not be appropriate to every investor. Gold, precious metals, and precious minerals funds may be susceptible to adverse economic, political or regulatory developments due to concentrating in a single 
theme. The prices of gold, precious metals, and precious minerals are subject to substantial price fluctuations over short periods of time and may be affected by unpredicted international monetary and political policies. We suggest investing no more than 5% to 10% of your portfolio in these sectors. There is  
no guarantee that factors described above will result in higher gold prices. 12-628

Take Action Today and Request Your Free Investor Guide
Ask about the Gold and Precious Metals Fund (USERX) and World Precious Minerals Fund (UNWPX).  
Call us at 800-873-8637 or visit www.usfunds.com today! 

Learn how you 
can invest in 
gold companies.


