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Precious Metals Thoughts

Gold — Near term risks vs. medium-term Christopher Wong
FX Strategist
support
e Structural demand remains intact. Central bank buying, portfolio With assistance from Jessica Wong

diversification demand and persistent geopolitical uncertainty
continue to underpin the medium-term outlook for gold.

e Short-term liquidation risk cannot be ruled out. In periods of market
stresses, gold may temporarily decline as investors sell liquid assets
to raise USD funding, similar to episodes during the global financial
crisis and the early phase of the COVID shock.

e Inflation surprises and higher real yields pose another macro risk.
Renewed inflation impulse, particularly from energy price surge
could delay or reverse global monetary easing, strengthening the
USD and raising real rates, both of which historically weigh on gold.

Struggles of gold: Safe-haven demand meets the pain of real rates
Gold is caught between a rock and a hard place.

On one hand, is the familiar safe-haven narrative. Elevated geopolitical
risks, policy uncertainty and concerns about global growth have
historically supported demand for gold as a defensive asset. At the
same time, continued central bank diversification into gold and broader
base of investor participation should continue to provide a structural
support for gold.

On the other hand, the narrative can be challenging for gold in the near
term. Sharp rise in energy prices risk re-igniting inflationary pressure.
If inflation proves more persistent, monetary easing could be delayed
or reversed. In such a scenario, nominal yields and real interest rates
would likely stay elevated, tightening global financial conditions and in
turn, setting an unfavourable environment for gold bulls.

As a result, the current environment creates a tension for gold. While
demand for safe-haven stays intact, rising real yields and stronger
demand for dollar liquidity could limit the upside for gold in the near
term.

This also explains why gold has largely traded range-bound, following
the decline in gold prices on the onset of US/Israel-Iran war.
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Gold prices (tick chart): Sideways trade following the decline
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Liquidity shocks can affect safe-haven status

While gold may widely be regarded as a safe-haven asset, yet history
shows that it does not always rise immediately during periods of acute
market stress. During severe financial or geopolitical shocks, investors
may sell gold to raise liquidity, particularly when margin calls and
portfolio deleveraging require immediate access to cash. This pattern
has occurred in several major crisis episodes including: (1) Global
financial crisis (2008), where gold was initially sold off demand for cash
and margin calls forced liquidation of in-the-money trades across asset
classes. (2) In early phase of covid pandemic (2020), gold prices
declined as investors sought liquidity and deleveraged portfolios.

Gold can fall initially but recovering in subsequent months
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These episodes highlight an important distinction that gold may
temporarily behave like a source of liquidity rather than a safe haven
during acute financial stress. Once liquidity conditions stabilise and
policy responses restore confidence, gold can recover as investors
rebuild defensive positions. The key exception to gold recovery in
subsequent months is when the shock coincides with a sharp tightening
cycle or stronger USD (as seen in Russia-Ukraine war in 2022 when Fed
aggressively tightened policy and real yields surged).

Structural support intact though momentum slowed in Jan

Official sector demand has been an important anchor for gold market
in recent years. Gold as a portfolio diversifier, geopolitical risk hedge
and long-term store of value have been some of the factors
underpinning central banks’ decision to hold gold.

Central bank demand remains above longer-term historical average
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While the broader buying trend remains, the pace of purchases
moderated in Jan 2026. According to data compiled by World Gold
Council, central banks bought a net 5t in January (vs. monthly average
of 27t in 2025). Some of the top sellers were Kazakhstan, Russia while
Uzbekistan was amongst the top buyers. Data also showed a
broadening of the demand base, with BNM making its first net purchase
for the first time since 2018, Bl adding to gold purchases. China has
continued to gold buying streak for 16" straight month in Feb. The
report also indicated that the BOK signalled plans to resume
investment in physical gold ETF, marking its first purchase of gold-
related financial production since 2013. While there were earlier
chatters that Poland (biggest official sector purchaser of gold on
reported terms in 2025) planned to use unrealised profit on gold
reserves to finance military spending, this was later refuted by National
Bank of Poland Governor Adam Glapinski, adding that the government
has expressed “zero interest” in the proposal.
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Central bank buying momentum slowed in Jan 2026
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Taken together, the data suggest that while the pace of official sector
accumulation may fluctuate from month to month, the broader trend
of central bank purchases remains intact. More importantly, the
expansion of the buyer base, particularly among emerging market
central banks continues to provide an additional layer of demand for
gold.

What to watch next?

Gold is often seen as a beneficiary of stagflation (an environment of
slowing growth, persistent inflation and high unemployment) but the
relationship is not always straightforward. Historically, gold has tended
to perform well when inflation is elevated and growth weakens,
particularly when real vyields decline and confidence in policy
framework deteriorates.
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However, the experience in 2022 (Russia-Ukraine war) illustrates why
the details matter. Despite rising inflation and mounting recession
concerns (conditions that are often associated with stagflation), gold
prices actually declined for much of that year as the Fed tightened
policy aggressively, pushing real yields sharply higher. In other words,
itis not stagflation per se that drives gold, but that the path of real rates
matters. When inflation rises but central banks respond forcefully and
real yields move higher, the opportunity cost of holding gold increases
and gold prices can come under pressure.

Real yields rose alongside aggressive Fed tightening cycle in 2022
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Conversely, stagflation tends to be supportive when inflation erodes
real yields or when policymakers are constrained from tightening
aggressively.

Gold prices can be pressured when real yields rise
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Against this backdrop, the key variables to monitor remain the
trajectory of real yields, the Fed’s policy path, and broader liquidity
conditions. Periods of funding stress or a sudden demand for US-dollar
liquidity can also trigger temporary liquidation in gold, even if the
underlying macro backdrop remains supportive.

Markets paring back Fed cut expectations — pricing in 20bps cut for
2026
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Technical Outlook: Momentum fatigue; bias to buy dips
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Gold has started to eased lower for the second week running. Last seen
at 5088 levels. Weekly, daily charts show momentum cooling with RSI
falling after an extended rally. While broader uptrend remains
somewhat intact at this point, the near-term price action continued to
point to a phase of consolidation to mild correction. Immediate support
at 5000 (50% fibo retracement of 2026 high to low), 4950 (50DMA).
Decisive break below these supports may open room for further
downside, with next support closer to 4860 levels (38.2% fibo).
Resistance at 5140 (38.2% fibo), 5240 and 5420 levels.
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implemented in any jurisdiction).
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Privileged / confidential information may be contained in this report. If you are not the addressee indicated in the message enclosing the report (or responsible for
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