Correlation hetween rate hike cycle and gold prices

Taylor Rule

20% Current rate hike cycle is similar to the ones in 1972, 1976 and 2004 where
20 the FFR was allowed to stay below the Taylor Rule for an extended time
15 13% (negative spread). Gold should perform well under such enviroment.
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Note a) Vertical line demarcates the start of the rate hike cycle that coincides with a prolonged (FFR — Taylor Rule) negative spread for more than
10 months; b) Highlighted area shows the prolonged (FFR — Taylor Rule) negative spread.

Sources: Bloomberg, PSR



