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There's a lady who's sure, all that glitters is gold. And she's buying a stairway to Heaven. - Led

Zeppelin

2019 has been a good year for owners of the shiny metal. Year to date, gold is up 17.53%, and is currently
outperforming the S&P 500 by roughly one percent. But the past decade has been nothing short of a
roller coaster ride, as the chart below illustrates; the 10-year average return for a gold ETF, has been just
over 4%, whereas the S&P 500 delivered over 13% for the same period.


https://www.marketwatch.com/investing/future/gold
https://www.marketwatch.com/investing/index/spx
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Let’s take a moment to better understand gold and what drives the price/value. A good place to start is
its role in regard to our monetary system:

U.S. currency standard history:

1792-1834: predominately a silver standard
1834-1862: predominately a gold standard
1862-1879: fiat paper money

1879-1933: a true gold standard
1934-1973: a quasi-gold standard
1973—present: fiat currency only

Prior to WWI, international trade was based on a gold standard, meaning payments were settled with
physical gold. This made perfect sense since there probably wasn’t much demand for Italian Lire in the
U.S. in the 1800s, nor was there likely much interest in French francs in Tokyo during the same period.
Hence, gold was the preferred medium of exchange until 1944, when the Bretton Woods Agreement
effectively passed the baton of international trade from the gold standard to the U.S. dollar, which was
crowned the world reserve currency. However, gold was still the basis of currency values since the dollar
was convertible to gold at a fixed rate of $35 per ounce.

The global financial system continued in this manner until 1971, when Richard Nixon officially ended
the direct convertibility of U.S. dollars to gold. Since then the U.S. dollar and virtually every other
currency on the planet has become a fiat currency. In other words, the greenback obtains its value not
from gold or silver but, rather, our faith in it to serve as legal tender. If you look closely at a U.S. dollar
bill you will notice it reads, This note is legal tender for all debts, public and private, which means U.S.
dollars, by law, must be accepted for debts and commerce.

In addition to being a safe haven and long-term store of value for investors, gold is most a useful metal
used in/for electronics 34%, jewelry 38%, official coins, and medals 22%, and dentistry & medicine
6%, to name a few. But despite the practical application of gold, investors flock to the yellow metal


https://fas.org/sgp/crs/misc/R41887.pdf
http://www.investopedia.com/terms/b/brettonwoodsagreement.asp
http://www.investopedia.com/terms/r/reservecurrency.asp
https://www.investopedia.com/terms/f/fiatmoney.asp
http://www.investopedia.com/terms/l/legal-tender.asp
https://geology.com/minerals/gold/uses-of-gold.shtml

during times of fear and uncertainty. Besides the U.S. dollar & Treasury, gold is the “other” safe
harbor investment. To make matters worse, approximately 50% of sovereign debt issued outside of the
U.S. carries negative yields. To that point, on 8/16/19 the Swiss 10-year bond was issued with a
negative 1.09% yield, meaning an investment of F100,000 Swiss francs today would be worth less than
F90,000 Swiss francs in ten years. Gah! It’s not surprising then that foreign investors are looking
across the pond at greenbacks as well as gold, both of which appear relatively attractive compared to a
negative yield bond.

Gold is oftentimes considered an inflation hedge. We disagree as there is plenty of evidence to the
contrary. However, evidence does suggest that gold tends to move counter to loose or expansionary
monetary policy, which oftentimes does lead to inflation, but not always. This makes sense since tight
monetary policy (shrinking the money supply, or M2) makes the dollar more valuable. Conversely,
loose monetary policy (expanding the money supply) does the very opposite.

We don’t have a crystal ball, but sure wish we did. However, if central bankers continue to practice
monetary chicanery (i.e. reckless currency devaluation), gold will likely continue to move higher.

Our team is growing!!!
Please welcome Beth Winter, Client Service Associate

Beth joins Wasatch Capital Management or Raymond
James with nearly 20 years of industry experience, we
are glad to have her onboard.



https://fred.stlouisfed.org/series/M2
https://www.investopedia.com/terms/m/m2.asp

Wasatch Team Updates

Mark

Mark and Savina and friends enjoying an evening cruise on the boat in
Hayden, Idaho.

Morgan

Morgan standing in front of a Paul Revere statue in Boston, MA over Labor Day
weekend.

John

John on a Labor Day trip to the Snake River outside of Jackson, WY

Melissa

Melissa out for a hike in the Uinta Mountain Range.
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risk and you may incur a profit or loss. No investment strategy can guarantee success. The S&P 500 is an unmanaged index of 500 widely held stocks. The Dow
Jones Industrial Average is an unmanaged index of 30 widely held securities. It is not possible to invest directly in an index. Companies engaged in business
related to a specific sector are subject to fierce competition and their products and services may be subject to rapid obsolescence. There are additional risks
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all investors. The MSCI EAFE (Europe, Australasia, and Far East) is a free float-adjusted market capitalization index that is designed to measure developed market
equity performance, excluding the United States & Canada. The MSCI Emerging Markets is designed to measure equity market performance in 25 emerging
market indices. The index's three largest industries are materials, energy, and banks. The Barclays US Aggregate Bond Index is a broad-based flagship benchmark
that measures the investment grade, US dollar-denominated, fixed-rate taxable bond market. International investing involves special risks, including currency
fluctuations, differing financial accounting standards, and possible political and economic volatility. Links are being provided for information purposes only.
Raymond James is not affiliated with and does not endorse, authorize or sponsor any of the listed websites or their respective sponsors. Raymond James is not
responsible for the content of any website or the collection or use of information regarding any website's users and/or members. Raymond James is not affiliated
with any of the organizations listed above. Neither Raymond James Financial Services no any Raymond James Financial Advisor renders advice on tax issues,
these matters should be discussed with the appropriate professional. Investing in commodities is generally considered speculative because of the significant
potential for investment loss. Their markets are likely to be volatile and there may be sharp price fluctuations even during periods when prices overall are rising.
Gold is subject to the special risks associated with investing in precious metals, including but not limited to: price may be subject to wide fluctuation; the market
is relatively limited; the sources are concentrated in countries that have the potential for instability; and the market is unregulated. Be advised that investments in
real estate and in REITs have various risks, including possible lack of liquidity and devaluation based on adverse economic and regulatory changes. Additionally,
investments in REIT's will fluctuate with the value of the underlying properties, and the price at redemption may be more or less than the original price paid.
Sector investments are companies engaged in business related to a specific sector. They are subject to fierce competition and their products and services may be
subject to rapid obsolescence. There are additional risks associated with investing in an individual sector, including limited diversification. Currencies investing
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