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Introduction: The Big Long
A new secular bull market is forming. The golden decadewe announced in our In Gold We Trust report 2020
is well underway. The Big Long is our renewed call to allocate a significant portion of your portfolio to gold.

The Status Quo of Gold

We look at the gold price performance over the past year and previously from various angles.
We also analyze the exchange rate performance of the US dollar.

The Status Quo of Gold Relative to Stocks, Bonds, and Commodities
In recent quarters, gold has not only reached numerous all-time highs in absolute terms,
but has also made several technical breakouts relative to other assets.

The Status Quo of Debt Dynamics
The sovereign debt problem is no longer confined to the periphery but is increasingly
affecting leading industrialized countries such as the US, Japan, France, and lItaly.

The Status Quo of the Inflation Trend
As we expected last year, inflation, especially core inflation, has remained stubbornly above 2% so far.
Persistently high inflation volatility is likely, and a second wave of inflation cannot be ruled out.

The Status Quo of Gold Demand and Gold Supply

Gold demand reached almost 5,000t in 2024, with central banks providing important support with net purchases of
more than 1,000 t for the third year in a row. On the supply side, gold production and recycling reached new highs.

Status Quo a Conclusion
Summary thoughts at the end of our golden tour ddorizon are rounded off by a look at the four
In Gold We Trust ratios i Oktoberfest beer, iPhone, ski pass, and gasoline.

1970s, 2000s, 2020s...: Déja Vu in Two Acts 4 Act Two
We update our Incrementum Gold Price Model and analyze the key drivers of the gold price as well as
other Big Long candidates such as silver, mining stocks, and commodities in light of previous bull markets.

Dollar Milkshake Meets Golden Anchor: Mar-a-Lago and the New Economic Order..148
With Donald Trump & return to the presidency, the process of dedollarization, which has
been ongoing for many years, could take on a new dynamic and direction.

From Trade Restructuring to Monetary Reset? 4 Luke Gromen Debates Louis-Vincent

Gave
The two renowned analysts discuss the profound changes that the restructuring of the global
economy could bring about as a result of Trump® tariff policy.

BRICS and the Battle for a New Global Order & Geopolitical Shifts in 2025

The geopolitical realignment is in full swing. The BRICS countries are consolidating and expanding, but with the
new/old US President Donald Trump, the realignment could take on a new dynamic.

Focus on System Rivalry: Where Is China Heading? ... 208
We take a multifaceted deep dive into the Middle Kingdom at a time of economic and demographic upheaval and an
increasingly unstable geopolitical situation.

Saudi Arabia: Gold Mining& New Frontier
Following last year® focus on the UAE, this year we turn our attention to Saudi Arabia, in particular its grand ambitions
in the (gold) mining sector .

Bringing it Home: Central Bank Gold Repatriation
Central banks are not only significantly increasing their gold reserves. For several years now, central banks have been
shifting their gold reserves back to their home countries on an ever-larger scalei or at least trying to.
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Introduction:
The Big Long

AThere i s gqol d efveverd.i &Ee

Richard Russell

T A new, secular bull market is forming. The golden 1 Drawdowns are an integral part of secular bull
decade we announced in our In Gold We Trust markets. Sensible diversification and an active
report 2020, when gold was trading at only investment approach are particularly
USD 1,500, is in full swing. The Big Long is our advantageous for performance gold. Corrections
renewed call to question the generally low gold are opportunities, not threats, for patient
allocation among investors and to weight safe- investors.

haven gold and performance gold to a )
fThe ANew Gold Playboolkd presented

Gold We Trust report 2024 remains intact. Asia is

considerable extent.

9 The U S ansuch-discussed customs and trade becoming increasingly important for the gold
policy is just one aspect of a comprehensive price. Western financial investors are now & finally
realignment. With Liberation Day, Donald Trump a beginning to rediscover their penchant for gold.

has triggered a systemic quake that could result

in areorganization of the monetary architecture. T The softening of the debt brake and the adoption

of special debts euphemistically referred to as

i The Triffin dilemmais once again taking center special assets have heralded the end of fiscal
stage in the currency debate: A sustainable virtue in Germany. However, the euro area big
solution can only be found via a neutral reserve problem child remains France.

asset such as gold or Bitcoin.
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Here was a strange but true fact:

The closer you were to the
market, the harder it was to
perceive its folly.

Michael Lewis

More people believe Elvis is still
alive than own gold in the US.
Gerald McMillan

People want an authority to tell
them how to value things, but
they choose this authority not
based on facts or results. They
choose it because it seems
authoritative and familiar.
Michael Burry

incrementum
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AiThe truth

bartender i Tmefichsé

i si alnidk emopsate tpreyop | e Thiaisowpoet ry. o
t he
recentl vy,

amofvo remuil at es unlff Il atter.i
Unt il

especially in the Western financial industry. As a safe haveni i.e. safe-haven gold

you tell the truth, you need a fast horse. 0

T it was long considered antiquated. As a yielding asset, i.e. aperformance gold ,
it was dismissed as a pipe dream.

Atits core, The Big Short 71 Tis
The Big
Short illustrates how a combination of low interest rates, lax credit ratings, and

about detecting and profiting from economic misallocations.
excessive leverage created a dangerous euphoria amplified by seemingly infallible
financial innovations and embellished ratings from credit rating agencies. Some
saw what all could have seeni but few dared to go against the market andtake on
The Big Short.

In a deeper sense, The Big Short

contrarians versus the mainstream, Main Street versus Wall Street,

is about philosophical opposites:
critics versus believers in the system. Just as outsiders positioned
themselves around the investors Michael Burry and Steve Eisman, the situation on
the capital market has come to a head in recent months.Investors are

currently confronted with the following questions:

- Are government bonds, even US and German benchmark bonds, still safe
havens?

- Has the era of US dominance come to an end? Is the US dollar at the beginning
of a bear market? Were the interim valuations of the MAG 7 ultimately
hopelessly exaggerated?

- Is gold now too expensive?

The conventional answer to the last question is that it is too late to get
into gold. The gold price is already too high, so further price potential is limited
at best.

The Golden Decade: The Beginning of the 2"
Half

However, we are convinced that this widespread assessment is incorrectBeing
strategically clever means acting unconventionally, especiallywhen it comes to
investing. Our core thesis is that the gold bull market of recent quarters manifests
a long-term upward movement that we forecasted in the In Gold We Trust report
20207 f o . Back
and sometimes even malice from the mainstream, like some of the protagonists in

t hen, we were met

The Big Short in the mid-2000s. But the figures speak for themselves.Since we

proclaimed the golden decade, the gold price in US dollars has risen by
92%, and the US dollar has depreciated by almost 50% against gold.

| #IGWT25
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Despite growing interest in gold as a strategic asset, institutional

allocations remain strikingly low. As shown in the chart below, family

offices allocate just 1% of their portfolios to gold and precious metals i
placing it on par with art and antiques, a s well as infrastructure, and

well below allocations to private equity, real estate, or even cash.

PORTFOLIO STRUCTURE OF FAMILY OFFICES, 2023

Infrastructure 1%
Art and Antiques 1%

Commodities <1%

Gold/Precious Metals 1%

.‘0
:
*

Emerging
Markets

4%

(9
1y
«
5
3
=

Emerging
Markets

3%

Source: UBS, MiningVisuals, Incrementum AG

Based on ourIincrementum Gold Price Model, ! introduced in the In Gold We Trust
report 2020, we presented the following gold price projections i a base case
scenario and an inflationary scenario i in 2020. Since the beginning of the year,
the impulsive bull market has already pushed the gold price closer to the
inflationary scenario & projection path than to that of the base scenario.

0

1see & , B Gold We Trust report 2020; we provide a comprehensive update of the Incrementum
Gold Price Model in the chapter A970s, 2000s, 2020s...: A déja vu in two acts & Act Twodin this In Gold We Trust
report.

| #IGWT25


https://twitter.com/IGWTreport
https://www.linkedin.com/showcase/ingoldwetrust-report/
https://ingoldwetrust.report/
https://www.incrementum.li/en
https://ingoldwetrust.report/download/6917/?lang=en

The market is not a crystal ball,
but a barometer.
Charles Dow

incrementum
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Gold, in USD, 01/20207 04/2025
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Source: LSEG, Incrementum AG

Evidently, in May 2020 , when the first Covid-19 lockdowns had just ended,it was
impossible to predict how turbulent the first five years of this decade would be.
However, our analyses of the changes in the thinking and actions of political and
economic players, both before 2020 and in the years thereafter? clearly showed

that the course was set for gold.

There is no reason to deviate from this conviction halfway through the

decade. Gold is the Ronald Koeman of asset allocation: defensively reliable,
strategically astute, and at the same time equipped with offensive potential.
Koeman, the highest-goal-scoring defender in soccer history, exemplifies this dual
function. Gold also fulfills both roles i it acts as defensive cover and

opens up opportunities on the offensive.

We are now witnessing how a secular bull market is slowly becoming
mainstream.  The public participation phasei also known as thebig move
phasei is the second of three phases in a bull market according to

This longest and most dynamic bull market stage is characterized by increasingly
optimistic media coverage. At the same time, speculative interest and trading
volumes rise, new financial products are launched, and analysts adjust their price
targets upwards. In our opinion, we are currently in the midst of this

phase, which will ultimately lead to a final mani a phase.

o)

2 All previous 18 issues of the In Gold We Trust report can be found in our

| #IGWT25
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WHERE WE THINK WE ARE IN THE BULL MARKET (DOW THEORY)

ACCUMULATION PUBLIC PARTICIPATION DISTRIBUTION
PHASE PHASE PHASE

"Gold Loses
4 Gold rises on safe-haven demand amid Trump tariff

WE ARE
SOMEWHERE HERE

Charles Dow

The momentum of the gold price is impressive. Gold reached 43 new alt

time highs in US dollars last year, the second highest number after 1979 with 57,
closely followed by 1972 and 2011 with 38 each. Since the beginning of the year,
gold has recorded 22 new alttime highs as of 30 April.

Gold, in USD, and New ATH Closes, 01/19707 04/2025

4,000 4 . 2020s Bull Market:
incrementum 76 ATHs
3,500 4 (until End of April
2025) H
3,000
2000s Bull
Market:
2,500 ~ 106 ATHs
2,000 4 [}
1970s Bull
Market:
1,500 4 209 new
ATHs J
1,000 )
3
[]
500 J
'O
0 L4 . . . . .
1970 1980 1990 2000 2010 2020

Gold ¢ New ATH Closes

Source: 3Fourteen Research, World Gold Council, LSEG, Incrementum AG

If in doubt, flat out. Even if it may not seem so at first glance, given several alitime highs and the rapid
Colin McRae breakthrough of the USD 3,000 mark, the current gold rally has been
comparatively moderate by historical standards.

incrementum
| #IGWT25
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The essence of investment
management is the management
of risks, not the management of
returns.

Benjamin Graham

When gold goes, it really goes.
Jim Sinclair

incrementum
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Historical Gold Breakouts (Start Price = 01/01/2024), in USD,
01/2024i 09/2028
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Source: TheDailyGold, LSEG, Incrementum AG

In recent months, gold has increasingly become the focus of public attention as it
has reached numerous new alttime highs on an absolute basis and thus entered
terra incognita . In our view, however, another aspect deserves even greater
attention: Anyone | ooki ng A u nofiteemarkeh ewilllrezoyrze
that gold is also recording technical breakouts on a relative basis .In
particular, the relative strength now emerging against equities points to the start of

a new trend phase.

Gold vs. Cash (US 3M TR), Bonds (US 10Y TR), and Stocks

o
/

(S&P 500 TR) (log), 100 = 31/12/1970, 01/19717 04/2025
1,600.0 4
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25.0 A .
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Source: Topdown Charts, LSEG, Robert J. Shiller, Incrementum AG

In this context, The Big Long means one thing above all: holding remains
the strategically sensible option for those already invested in gold. However, for
newcomers, too, an entry remains attractive. The ideal portfolio weighting of gold
is a matter of debate. However, the investment mainstream usually only
recommends and implements gold allocations in the low single-digit percentage
range, if at all. This reluctance stems from the fact that gold, being a nonproductive
asset,does not pay dividends. However, historical observation shows: Gold
outperformed yield -generating assets such as equities and bonds, particularly

during market -critical phases. Investors should certainly consider this  in
their strategic asset allocation. 3
o}

3 our thoughts on the optimal gold allocation can be found in A
& In Gold We Trust Special, August 2024,

| #IGWT25
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Do You Have Enough Non-Debt
Money?
Ray Dalio

Volatility is the price you pay for
performance. Corrections are not
a failure of the system i theyde
part of it.

Howard Marks

#2 incrementum
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When dealing with the specific level of gold allocation, it is advisable to
differentiate between safe -haven gold and performance gold . The Big
Long emphasizes the potential of performance gold in the coming years: In our
view, silver, mining stocks, but also commodities are among the promising
portfolio components of The Big Long, which we presented in detail as part of our
new 60/ 40 poweltefvaddPaybiold A ast year .

The New 60/40 Portfolio: Subcategories

Bonds
15%

5% incrementum

Safe-Haven
Gold
15%

Stocks Performance Gold
45% 10%
Commodities
10%
Source: Incrementum AG Bitcoin
5%
Despite our confidence, we would like to emphasize that a secular bull
market is never without setbacks. Corrections of 20, 30, and even up to 40%

have been observedseveral timesin previous bull markets. The price turbulence
following Liberation Day on April 2 was a reminder of this, even if gold recovered
quickly and marked further all -time highs in US dollars a few days later.

Gold Drawdown Comparison During Bull Markets, in USD,

-10% A
-20% A

-30% A

-40% A

#é incrementum

0 52 104 156 208 260 312 364 416 468 520 572
Weeks
@1970s @2000s @2020s

-50% -

Source: LSEG, Incrementum AG

In the case ofperformance gold, such as silver or mining shares, corrections are
usually even more pronounced, as the following chart shows. Consistent risk
management is therefore essential?

o}

4 see chapter Acerformance Gold 4 s 1t Time for Mining Stocks?&in this In Gold We Trust report, presenting the
Incrementum Active Aurum Signal. This proprietary signal supports the weightings of the Incrementum Active Gold
Fund.
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| have a feeling in a few years
people are going to be doing
what they always do when the
economy tanks. They will be
blaming immigrants and poor
people.

Steve Eisman

Trump may be one of those
figures in history who appears
from time to time to mark the
end of an era and to force it to
give up its old pretences.
Henry Kissinger

# incrementum
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Gold Mining Stocks* Drawdown Comparison During Bull Markets,

in USD, 12/19691 04/2025
0%
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The Trump Shock: The Economic and Political
Realignment of the US

Within a few weeks, Donald Trump has created a bear market in
credibility and trust. With Trump & return to the White House, a
profound realignment of the US and thus the global economy, and
possibly even the global (monetary) order, has been initiated. Even if the
consequences of Trumps many, sometimes seemingly chaotic measures are not
entirely foreseeable, they significantly contribute to a positive environment for

gold and The Big Long.

Trump & intention to fundamentally reform the US economy is of
imminent importance for the global economy. The sweeping election
victory, with majorities in the Senate and House of Representatives and a
Republican-dominated Supreme Court, gives Trump enormous political power.
Despite all the difficulties in interpreting his strategy, three fundamental trends

can be identified that are to be halted or reversed:

- the steadily increasing government overindebtedness

- the chronic trade deficits and the associated deindustrialization of the US

- the threat to the reserve currency status of the US dollar posed by de
dollarization

Deficits, DOGE & detox: The US on an austerity course?

The self -proclaimed king of debt  has T atleast verbally i abdicated. The
stability -threatening dynamics of government debt, which we have regularly
highlighted in previous In Gold We Trust reports, have entered the mainstream
and are now the focus of the Trump administration. Few things illustrate this debt
situation better than that, at over USD 1trn a year, the US now has to pay more
interest on its national debt than it spends on its generous defense budget.

X | LinkedIn | #1IGWT25
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The moment your interest
payments exceed tax revenue,
your country officially becomes a
Ponzi scheme.

Michael Burry

Dond6t make the
thinking that
happening is mostly about
tariffs.

Ray Dalio

|&e been on a diet for two weeks
now i and the only thing | &e lost
is two weeks.

Groucho Marx

incrementum
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Interest Rate on US Total Public Debt and Effective Federals Funds Rate

(Ihs), and US Interest Expense (rhs), as % of US GDP, Q1/1960i1 Q4/2028e
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Part of the attempt to get a grip on overindebtedness is identifying
bureaucratic inefficiencies. initially hoped to achieve annual savings of
USD 1trn, corresponding to around 15% of Washington& expenditure. This would
roughly halve the deficit and bring it almost below the 3% target set out in the

. Musk has recently rowed back considerably and now mentions a savings
potential of USD 155bn. It currently seems doubtful that DOGE activities will stop
the spiral of overindebtedness in the long term.

Forecasted & Realized DOGE Savings and US Federal Government

Spending, in USD bn
8,000 4

incrementum 6,750

7,000 A
6,000 A
5,000 A
4,000 A
3,000 A
2,000
2,000 A

1,000
1,000 A

0 T T

Presidential Campaign January 30th, 2025 Realized Savings*

US Federal Government
Spending

Realized (FY 2024)

mProjection

Source: The New York Times, DOGE, Incrementum AG
*Data as of 04/30/2025

mi There are indications that Trump and his team are willing to send the

detox recession . Conceptually, the idea is reminiscent of
the teachings of the Austrian School, whoseadvocatesemphasize that real value is
created in the private sector. Shrinking the bloated state apparatus is intended to
free up resources for entrepreneurship, comparable to a fasting process in which
the organism is purged to become more resilient and efficient in the long term.

But as with fasting, detoxes are rarely pleasant. Pain, dizziness,
psychological irritation, and ravenous appetite are all part of it, as is the
temptation to break off the program early. The crucial question is: Will the
government stick to the detox coursei or will it revert to the sweet poison of debt -

| #IGWT25
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It is tough for anyone to jump
into Donald Trump & head, but if
he is at all consistent it is in his
inconsistency.

Dave Rosenberg

If we had a Fed Chairman who
understood what he was doing,
interest rates would be coming
down.... Powell & termination
cannot come fast enough.
Donald Trump

President Trump has made it
clear that he will no longer stand
for other nations free -riding on
our blood, sweat, and tears,
whether in national security or
trade.

Stephen Miran

When youde out of carrots, reach

for the stick.
Grant Williams

incrementum
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financed spending at the first sign of a marked economic downturn, severe market
turbulence, or the threat of election defeats?

According to , the detox recession is already taking hold in the

US. Even if high import figures distort the GDP figures due to strong gold imports
on the one hand and early imports in the run-up to Liberation Day on the other,
the indicator adjusted for special effects has now slipped into the red. As negative
as a recession is, the gold price tends to receive a tailwind from a recession in the
US, as our analyses have shown in recent years.

If this trend continues, the pressure on the Federal Reserve to loosen

monetary policy more aggressively will increase considerably. We
therefore expect interest rate cuts beyond what is currently priced in. The following
chart shows that in the 24 months following the first interest rate cut, the gold

price generally experienced a strong tailwind. Interest rate cuts in quick succession
or significant interest rate hikes of 50 basis points or more benefit the gold price.

Gold, in USD (Ihs), and Federal Funds Rate (rhs), 01/20007 04/2025
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Federal Funds Rate

To reduce the debt burden, the
methods

US would like to
in addition to operational savings.

use unconventional
Possible playbooks have been
formulated by the two thought leaders, Zoltan Pozsar and Stephen Miran. The
exepdl Cantlencerdstriccirindg
the US
bonds with a maturity of 50 or even 100 years, while the Federal Reserve provides

|l atter has

0O how allies of

USD swap lines to secure liquidity in the eurodollar system.”8

In addition, duty -free access to the US market and protection by US military power
would become dependent on the willingness to guarantee Washingtorts long-term
financing needs. The result? An acceleration of dollarization, combined with the
integration of other countries into the US geopolitical sphere of power.

o}

5 See the Incrementum Recession Phase Model in A , B Gold We Trust report
2023 and A , & Gold We Trust report 2019

6 see A& , B Gold We Trust report 2023
7 See A | ofim Gold We Trustreport 2021

e

8 see Stoferle, Ronald ( ):
§ X, March-2025
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Stablecoins could represent
hundreds of billions, if not
trillions, of natural demand for
US government debt.

Nic Carter

The Trump administration &
stance has evolved from an all-
out trade war against everyone,
to a concentrated trade war
against China.

Louis -Vincent Gave
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The Trump administration has also positioned itself against
introducing a central bank digital currency (CBDC).

stopped any government initiative establishing a central bank digital
currency in the US. Instead, the government promotes private-sector innovations
in digital financial technology, above all US-dollar -based stablecoins.

This strategy is not only ideologically based but also follows a financial
strategy : Stablecoin issuers such as Tether and Circle are now among the largest
buyers of US government bonds. In total, stablecoin issuers have ovetUSD 120
billion in US Treasuries on their books, and the trend is rising sharply.

Major Holders of Treasury Securities, 12/2024
1,200 4
incrementum
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Source: U.S. Department of the Treasury, Incrementum AG

Industrial policy through trade policy: The return of
the US as an industrial location?
Another element of the economic realignment is the reform of trade
relations. For President Trump, the high structural current account deficit is
evidence of the US being exploited by the rest of the world. He staged.iberation
Day on April 2, when the US& new tariff policy was announced.

the average US tariffreachedalmost 30%, significantly higher
than in the interwar period at just under 20% due to the

The global response at that time was a wave of retaliatory tariffs, which

crippled international trade and deepened the crisis triggered by the

Between 1929 and 1933, US imports plummeted by
66% and exports by 61%, demonstrating how protectionism can magnify economic

1929 stock market crash.

collapse. Today, the risks are even greater: Global supply chains are exponentially
more integrated, rendering tariffs far more dama ging than protective. Modern
manufacturing relies on cross-border flows of components, machinery, and semi-
finished goods, meaning trade barriers now undermine the very industries they
aim to shield. In the US, for example, over two -thirds of manufacturing
firms depend on imports, leaving them exposed to cost surges and

Unlike the 1930s, today&

interconnected economy means protectionist measures donf just distort trade &

supply chain disruptions when tariffs strike.

they risk cascading failures across production networks worldwide.
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If you sit by the river long
enough, the bodies of your
enemies will float by.

Lao Tzu

We are going to require a
commitment from these
seemingly hostile countries that
they will neither create a new
BRICS Currency, nor back any
other Currency to replace the
mighty U.S. Dollar or, they will
face 100% Tariffs.

Donald Trump
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The trade conflict with China escalated sharply in the meantime, but in mid -May
tensions eased, with a 90-day reduction in tariffs while further negotiations
continue. A90-d ay fi c ewith ®&bfase taefftof 10% has been in place for some
time with other countries, which is also to be used for negotiations. Whether

dozens of trade agreements can be negotiated in 90 days is unlikely, given

OECD data shows that the United States is about three times more dependent on
Chinese inputs than China is on American ones, a fitting fact considering that
China& manufacturing base is also three times larger.Against this backdrop, it
appears that China holds the better cards in this conflict.

All these measures will harm US GDP growth in the short and medium

term. President Trump hopes that these initiatives will accelerate the
reindustrialization of the US. A devaluation of the US dollar should make a
significant contribution to this. At the same time, however, the US dollar & position
as the undisputed global reserve, trading and reserve currency is to be secured.
Trump has repeatedly threatened countries that want to replace the US dollar as a
trading currency with drastic tariffs of 100%.

This combination of a weak US dollar and retention of reserve

currency status sounds |ike the proverbial

or like squaring the circle. However, the economic omens at the time of his
second victory in the presidential election were significantly worse for Donald

Trump than they had beenwhen he first won.

US Macro and Market Environment at the Start of Trump | vs. Trump I

Macro Trump | (Nov. 2016) Trump Il (Nov. 2024)
US Output Gap Negative Positive
Primary Balance, % of GDP -0.9 -3.3
Budget Balance, % of GDP -2.7 -6.4
Core PCE 1.7 2.7
Net International Investment Position, % of GDP -44% -80%
Markets
DXY 97.86 103.42
Gold, in USD 1,275.64 2,743.60
S&P 500 2,139.60 5,782.80
S&P 500 Forward PE Ratio 17x 22x
S&P 500 vs. 200 Week Moving Average 8% Above 27% Above
Investment Grade Corporate Bond Spread 135bps 82bps
10 Year TIPS Yield 0% 2%
Bond/Equity Correlation Negative Positive

Source: Ruffer, LSEG, Incrementum AG

Re-dollarization or de-dollarization?
As far as plans for the future significance of the US dollar are
concerned, much is still uncertain. Based on the two currency agreements in
the 1980s.? the plan to significantly devalue the US dollar against other leading

o)
9 see A , B Gold We Trust report 2019
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Because of the sekconfidence
with which he had spoken, no
one could tell whether what he
said was very clever or very
stupid.

Leo Tolstoy

The world & monetary system is
built on a contradiction, exposed
by Triffin, that will ultimately

lead to collapse unless reformed.

Jacques Rueff

Capital export is the result of
differences in time preference
between nations.

Eugen von Bohm -Bawerk
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currencies is circulating under the term Mar -a-Lago Accord. Trump and his team
are of thei economically debatablei opinion that the overvalued US dollar is a
major reason for the deindustrialization of the US.

In the 1960s,
economist Robert Triffin, who worked at the Federal Reserve and the International

At the heart of this discussion is a structural dilemma.

Monetary Fund (IMF), noted that a nation issuing a global reserve currency faces a
conflict of objectives between its short-term national interests and long -term
international objectives . The following two characteristics of an ideal reserve
currency are therefore incompatible and form the Triffin dilemma :

1  Stability : A currency is only stable if the issuer has a balanced current
account.

1  Sufficient international supply of the reserve currency : In order to

meet the international demand for the reservecurrency, the issuing nation

must have a current account deficit.

In the long term, the reserve currency status is both a blessing and a
curse i a blessing because it allows the US to consume more than it produces and
to export monetary inflation abroad.

US Current Account, in USD bn, 19601 2024
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Source: Bureau of Economic Analysis, Incrementum AG

This status is a curse because a permanent current account deficit encourages
deindustrialization and undermines confidence in the reserve currency in the long
term. The global financial system demands more and more US dollar liquidity,
while at the same time, the basis for its stability is eroding.

What options are there for solving the Triffin dilemma?

- Multipolar reserve system (euro, yuan, etc.) : This approach does not
solve the paradox but distributes the pressure across several currencies.
Furthermore, it would be necessary for several countries to have chronic
current account deficits to avoid an appreciation of their currencies.

:John M.
Keynes already proposed this during the reorganization of the global monetary

- Supranational reserve currency (special drawing rights)
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Any country issuing the global
reserve currency must run a
deficit. That & the price of power.
The world needs more dollars
than the US can earn from
exports alone, so the USprints
them, and voila, its biggest
export isn @ tech or oil, but money
itself.

The Macro Butler

| always say dariffs dis the most
beautiful word to me in the
dictionary.

Donald Trump
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order at the end of World War 2, under the name bancor. This approach makes

the supply of international liquidity independent of the country & current

account deficit with the world & reserve currency. Its implementation requires

close global cooperation.
- Neutral reserve asset : The paradox can only be resolved sustainably by
using neutral reserve assets such as gold or Bitcoin. It is crucial that the assets
are non-inflationary, have no counterparty risk, and exhibit corresponding

market depth. This currently only applies to gold.

We must emphasize that the debate surrounding the Triffin dilemma is
highly controversial.  Skeptics argue that a current account deficit is not
necessarily negative, as it can also signify high foreign confidence in the domestic
location. Eugen von Béhm -Bawerk once even emphasized that the
capital account commands the current account. A high current account
deficit would therefore result from strong capital inflows and evidence of the

attractiveness of a jurisdiction.

There are also objections to the thesis that a country that issues the
world & reserve currency must necessarily have a current account
deficit. The issuer of the world reserve currency is not dependent on using the
additional money supply put into circulation primarily to import goods; instead,
foreign securities could just as easily be purchased, or its currency could be
significantly revalued. I n the former D -Mark bloc, the currency & strength was seen
as a prerequisite for economic success because it continuously "forced"
productivity increases and innovations to compensate for the impending loss of

competitiveness due to revaluations.

Classicatliberal economic critics of Trump & tariff policy argue that the massively
increased budget deficit is the real cause of the economic imbalances. Tariffs are
merely a way of combating symptoms, with potentially serious adverse side effects.
There seems to be a consensus that there are structural distortions,

which raises the question of resetting the global monetary order. 10

A further, possibly even rapid devaluation of the US dollar could
initiate the next push in this gold bull market. A comparison of various key
figures at the time of the last two secular all-time highs in 1980 and 2011 with the
current situation confirms our Big Long thesis: The gold price still has room

to rise. The currently notably higher US Dollar Index seems

particularly important to us T ataround 99.3 points, it is well above the

values during gold & last secular highs.

s)

10 5ee chapter Dollar Milkshake Meets Golden Anchor: Mar-a-Lago and the New Economic Orderdin this In Gold
We Trust report
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Gold Price in USD

Monetary Base in USD bn

M2 Supply in USD bn

US Federal Debt in USD bn
GDP per Capita

US Median House Price in USD
S&P 500

USD Index

The next 1971 is coming.
Charlie Morris

My philosophy, Mr. President, is
that all foreigners are out to
screw us and it& our job to screw
them first.

Treasury Secretary John
Connally to Richard Nixon
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Comparison of various Macro- and Market Key Figures at Gold ATH in
1980, 2011 and Current

1980 2011 Current A vs 1980 ( A vs 2011 (
835 1,900 3,288 2,453 (294%) 1,388 (73%)
157 2,637 5,775 5,618 (3,578%) 3,138 (119%)
1,483 9,526 21,763 20,280 (1,367%) 12,237 (128%)
863 14,790 36,215 35,352 (4,096%) 21,425 (145%)
12,303 50,056 87,759 75,456 (613%) 37,703 (75%)
63,700 228,100 416,900 353,200 (554%) 188,800 (83%)
111 1,174 5,569 5,458 (4,917%) 4,395 (374%)
86.1 75.2 99.3 13.2 (15%) 24.1 (32%)

Source: treasury.gov, Federal Reserve St. Louis, LSEG (as of 04/30/2024), Incrementum AG

One thing is sure to us: A controlled and significant devaluation of the

US dollar is one of Donald Trump & central concerns.  However, artificially
weakening the US dollar to promote reindustrialization would be a grave mistake.
Currency devaluations do not solve structural problems. They generate inflation,
make imports more expensive, reduce the purchasing power of wages and sangs,
which are the backbone of the US economy.

In addition, a strong currency is an expression of international

trustworthiness . Those who deliberately devalue the US dollar are

scaring away capital urgently needed to modernize infrastructure and

production capacities, as well as to secure technological leadership. Instead
of relying on the deceptive advantages of a weaker US dollar, US economic policy
should focus on fiscal discipline, a streamlined bureaucracy, and targeted
promotion of innovation to attract new industries and stre ngthen existing onesi
without devaluing the assets of citizens, including foreign citizens who hold bonds
denominated in US dollars, and without gambling away prosperity in a devaluation
race. To put it bluntly, if a soft -currency policy were the key to economic
success, Zimbabwe would top the list of the most successful countries,

not Switzerland.

DXY, 01/20007 04/2025
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Neronulus Trump succeeded in
doing something no world event,
no tension, no pandemic, no risk
managed to do since Bretton
Woods: the replacement of the
dollar as reserve currency with
GOLD.

Nassim Taleb

We are surrounded by reality.
Robert Habeck

If truth is the first casualty in
wars, bonds usually come a close
second.

Luke Gromen
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These developments i from the unclear direction of the US dollar

strategy to the unresolved Triffin paradox and possible currency

devaluations i are causing considerable uncertainty. This is another
parallel to the Nixon shock of 1971, when an existing global monetary system
became history from one moment to the next and it took years for the new system
of flexible exchange rates to establish itself. Trust is the central currency in
(international) economic transactions and is decisive for the success of acountry &
location policy. The costs of an erosion of confidence cannot be overestimated! In
spring 2025, gold proved itself i once againi to be a reliable hedgeagainst
geopolitical and economic upheaval. Gold remains what it has always been:

a stable anchor.

World Uncertainty Index (lhs), and Gold (rhs), in USD,
01/2008i 04/2025
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Especially as traditional safe havens such as USr German government bonds lose
trust and dilute their stability function, gold is now moving back into the center of
long-term investment strategies.

Meanwhile in Europe: Monetary Climate
Change Is Accelerating

While unfamiliar words of fiscal common sense can be heard from Washington,

Friedrich Merz (CDU), Germany & new chancellor, has made a 180degree

turnaround under Wmkevemaageas'o Forwmbhata Mmany see a
voter deception. Merz has proposed that defense spending above 1% of GDP be

exempt from the fiscal brake debt rule. In addition, a debt -financed program i
euphemistically ref eri amrodntingto EAR500bsipte loei a | asset
created for infrastructure and climate protection. Forecasts assume that German

national debt will rise from 60% of GDP to 90%.

This marks a historic moment for Germany: Under the leadership of the
conservative CDU/CSU, the official renunciation of fiscal conservatism has now
been completed. What had already been foreshadowed in the wake of the Coviel9

pandemic i and which we described as in the 2021 In
Gold We Trust report i has now reached a new level. With Germany breaking
0

W see & 4 In Gold We Trust report 2019
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Sugar highs fade. Eventually,
people will scrutinize the results
and question these countriesd
repayment ability. With German
exceptionalism gone, no euro
area nation is big enough to
shoulder the burden.

Fabian Wintersberger

| once cried because | had no
shoes to play football with my
friends, but one day | met a man
who had no feet.

Zinedine Zidane
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away from its role as a model of fiscal discipline, it is likely that the euro countries
with a greater propensity to spend i we are looking in particular at Paris 1 will
interpret the new fiscal generosity as a free pass.

German governmentbonds , which are considered
free investmento in the eurozone,
turnaround.  The yields on Bunds recorded their largest daily movement in 35

years following the announcement. A problem for many countries with
significantly higher debt levels, such as France and Italy, is that their bond yields
have also risen substantially.

For more than half a century, international market participants were
certain that German Bunds had de facto no counterparty risk. Especially
during the Great Moderation, Bunds outperformed gold. This ratio began to
change gradually in 2002. Since 2020, the trend has strengthened in favor of gold.
In addition to the existing risk of a renewed wave of inflation, another

issue is coming to the fore with the demise of the Swabian housewife
counterparty risk. In the medium term, this could i for the first time in a long

time 7 once again be perceived as a risk factor in government bond valuations.

Gold/DE 10Y TR Ratio, 01/19701 04/2025
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Louis -Vincent Gave argues that German and US government bonds

have been the all -star asset class for a generation , but their golden era

appears to be comingtoanend . Many portfolios now find themselves in a
situation akin to the French national football team after the retirement of Zinedine
Zidaned missing a central figure to build around. A new difference -maker is
needed. Gold, already warming up on the sidelines, coutl be ready to step into that
role, much like a young Kylian Mbappé, poised to take the field and change the

game.
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Scoring three goals is just Zlatan
being Zlatan.
Zlatan Ibrahimovic

Poland has been the most heroic
country in the world, with the
worst luck.

Winston Churchill

incrementum

Introduction: The Big Long 23

The New Gold Playbook & Bolstered by the
Trump Shock

In Gold We Trust
t hat
fundamentally changed. Developments over the past 12 months

Our central thesis in the report 2024y Goli

o, wa s the investment environment

confirm this change.

A key cornerstone of  The Big Long is the strong physical demand from

central banks. They have been net buyers on the gold market since 2009. This
trend has accelerated significantly since the confiscation of Russian currency
reserves at the end of February 2022.For three years in a row, central banks

increased their gold reserves by more than 1,000 t each year, achieving

a special kind of hat  -trick.

Global Central Bank Gold Purchases, in Tonnes, 19507 2024 ATH
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Asian central banks again made the lion & share of these purchases.  Itis
worth noting, however, that Poland took the top spot in 2024. This geopolitically
motivated reallocation towards gold exemplifies a growing mistrust of the existing
Western financial system and the gradual increase in the economic importance of
the emerging markets.
And it is no longer just central banks that are backing gold, but also
Western financial investors, who are increasingly seeking investment
opportunities in the precious metals sector after a prolonged period of
inactivity . In 2024, ETF demand picked up over the year, except for Europe,
which only returned to the buying side in Q1/2025. The strong inflows in North
America show the first signs of agold FOMO. Investment demand from gold

ETFs could be a key driver for the continuation of the gold bull market.
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A haven for pirates is but a trap
for the unwary.
William Dampier, pirate
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Accumulated Gold ETF Holdings (lhs), in Tonnes, and Gold (rhs),
in USD, 01/20061 03/2025
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The general media enthusiasm for gold in the West is not as pronounced today ast
was in 2020, for example, when gold reached its first new all-time high in nearly a
decade.This suggests that, despite the record run in the past few

guarters, the gold market is not yet in an overly euphoric state

Articles on Gold (Ihs), and Gold (rhs), in USD, 01/20167 04/2025
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Our Big Long thesis receives additional support from the capital

market reactions  after Liberation Day. It is unusual for the US dollar to fall
during a volatile risk -off phase. Even rarer is a simultaneous slump in bondsand
equities. Such constellations are typical for emerging markets, but not for the most
important haven of the global capital market. Instead of finding refuge in the safe
haven, many investors, especially international investors, have fled. How likely is

it that they will return voluntarily after such a sho ck?
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Harmony is built on trust, and
occasional disagreements can
only be resolved peacefully
provided there is trust. But when

trust is gone, everything is gone.

Zoltan Pozsar

The Golden Rule of Negotiating
and Success: He who has the
Gold makes the rules. Thank
You!

Donald Trump
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Let&d get physical: safe-haven gold on the way from
London to New York

Another clear sign of waning confidence is the rising demand for

physical gold , especially among long  -term investors looking for safe -
haven gold . Physical deliveries from futures exchanges have increased since
2020, presumably driven by family offices, wealthy private investors, and state
actors. These buyers are less pricecritical than system-critical: They prefer real
physical gold over "paper gold".

COMEX Gold Deliveries, in Thousands of Troy Ounces,

01/200671 04/2025
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Before Liberation Day , huge quantities of gold were transferred from
London to New York, amounting to over 2,000 tons, according to

Philip Smith, CEO of StoneX . This was triggered by an unusually high
premium of up to USD 68 between the COMEX price and the LBMA spot price.
This forced bullion banks to make extraordinary physical deliveries. At the same
time, LBMA gold inventories shrank between October
2024 and the end of March, while COMEX inventories reached a new record high

of
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Gold, the New Outperformer in the Portfolio?

Dondt argue wi t h Therelative strength of gold against bonds I and now also against

Rel ati ve strengt hstocks i is likely to attract increased investor interest. Now that gold has
voiced it always knows best. recently gained strength against equities, it is worth examining the long-term trend
Martin Pring of the Dow/gold ratio. In the past three major downward trends in this ratio in the

1930s, 1970s and 2000s, this development was always accompanied by a
significant rise in the price of gold and stagnating US stock markets. The Dow/gold
ratio currently stand s at 11.91 and is therefee clearly above the historical median
of 7.09, indicating that gold is still attractively valued compared to US equities.

Dow/Gold Ratio, 01/19001 04/2025

45 4
20 incrementum High: 4242 ——%

35
30 1
25 A

20 A

Median: 7.09

Low: 1.33
\A

1900 1910 1920 1930 1940 1950 1960 1970 1980 1990 2000 2010 2020

Dow/Gold Ratio

Source: Nick Laird, LSEG, Incrementum AG

The growing gap between gold and the S&P 500 since the beginning of

the year points to fundamental changes. Capital is increasingly flowing from
US markets into the safe haven of gold as well as into Europe and selecemerging
markets. If this trend is confirmed, it would be a clear signal of a sectoral and
geographical rotation with far -reaching consequences for global investment
strategies.

Gold and S&P 500, in USD, 100 = 01/01/2024, 01/20241 04/2025
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When you buy

the financial system. When you

buy stocks,
Rick Rule

Introduction: The Big Long

g o | dAlook at the relative performance of the S&P 500 against gold, silver, mining

y o0 u 0 r turning point can be identified with the relative strength of silver and mining
stocks against gotl. A sustained downward breakout of the S&P 500
would indicate a significant shift in capital flows.

stocks (HUI), and commodities (BCOM Index) also reveals a rotation. A cyclical

27

In other words, we are witnessing capital outflows from a once immensely popular
the
it is

and widely held sector into performance gold, an asset that has lingered in
shadows for nearly a decadeThe Big Long is not merely beginning i
awakening.

S&P 500 vs. Gold, Silver, HUl and BCOM (log), 100 = 01/1998,
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800.0 1

400.0 A
200.0 A
100.0
50.0

25.0 1
incrementum

125

O

1998 2001 2004 2007 2010 2013 2016 2019 2022

S&P 500/Gold S&P 500/Silver

Source: LSEG, Incrementum AG

Thank you very much!

All that matters is that you are Year after year, the  In Gold We Trust  report strives to live up to its

making something that you love, reputation as the  gold standard of gold studies . We aim to produce

to the best of your ability, here world & most respected, widely read, and comprehensive analysis of

and now.
Rick Rubin

incrementum

gold. MarkBaum?sai d in his criticism of

attention to detailo. But it is precisely

of the In Gold We Trust report to bring you, dear readers, closer to the cruci
details of the gold market.

That & why every year we retreat from the hustle and bustle of everyday

2025

the

S&P 500/HUI —— S&P 500/BCOM

t he

ial

life to reflect, research facts and figures, and finally write the In Gold

We Trust report . Over the past few months, many events have presented us with

a real challenge. And like many other market watchers, Trump& Liberation Day

has given us a few headaches, as hadr. Trump & skittishness in general.

s)

12 Mark Baum is a fictional character from the film The Big Short (2015), based on the real-life investor Steve

Eisman.
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A strong passion for any object
will ensure success, for the desire
of the end will point out the
means.

Henry Hazlitt

If there is time to reflect, slowing
down is likely to be a good idea.
Daniel Kahnemann

incrementum
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This 19 t edition of the In Gold We Trust report also features several

firsts. The short version of the report is published in Japanese for the first time, in
addition to German, English, and Spanish. With , a Swedish
company specializing in the graphical processing of data relevant to the mining
sector, we have brought competent and enthusiastic reinforcement on board. For
the first time, the In Gold We Trust report is also available in print via

We thank our more than 20 fantastic colleagues on four continents for
their energetic and tireless efforts over 20,000 hours and numerous time zones.
Special thanks go to our 13, Without their support , it
would not be possible to make theln Gold We Trust report available free of charge
and to expand our range of services year after yearln addition to the annual
publication in five languages, we provide a monthly and
ongoing information on our In Gold We Trust report website at

We are convinced that the current gold bull market has not yet reached
its end. Now we invite you to our annual tour de force and hope that you enjoy
reading our 19" In Gold We Trust report as much as we enjogd writing it.

With best regards from Liechtenstein,

Ronald -Peter Stoferle and Mark J. Valek

s)

13 At the end of the In Gold We Trust report you will find an overview of our , including a brief
description of the companies.
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Status Quo of Gold

Over the sweep of a reasonableinvestment horizon,
gold protects against the depredations of the
stewards of our currencies. That & its purpose.

Jim Grant
{ Gold rose by 27.2% in USD and by 35.6% in EUR 1 In countries like Germany, gold investments are
in 2024 and reached numerous new all-time highs tax-free after a holding period of one year,
in all fiat currencies, in line with our Incrementum significantly enhancing returns compared to
Gold Price Model that we presented in the In Gold heavily taxed equities; in contrast, US investors
We Trust report 2020.The increase in Japanese face a punitive 28% tax rate on gold gains.

yen was particularly strong at +41.7%.
1 Historical patterns and political preferences,

1 Golda apparent Arised reflects the ongoing particularly under Trump, suggest the US dollar
depreciation of fiat currencies. The US dollar lost (DXY) could further weaken, a move that typically
nearly one-third of its purchasing power in 2024 benefits gold.

alone when measured in gold.
1 While the long-term outlook remains positive,

q The compound annual growth rate (CAGR) of gold current euphoric sentiment levels, e.g., Sprott
since 1980 is 8.2%, with a positive annual Gold Bullion Sentiment Indicator, suggest a short-
performance in 59.3% of cases. term consolidation or breather in gold prices may

be likely.

1 Gold has shown an exceptionally consistent
performance over the last 26 years with a hit rate
of 73% (USD), 81% (EUR), and 82% in the global
currency basket, confirming its stellar
performance across currency areas.
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The playbook doesnd win games.
Players who master it do.
John Madden

Sometimes a setback is just a
setup for the greatest comeback.
T. D. Jakes

We have currency problems...
We have a big currency problem.
Donald Trump
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I'n the concl wddvalg, aclmadp,t eolh Golde Trust report

S

2024, we s u@mmaingiiszetdn i

new all-time highs in every fiat currency and achieved the targets of the
Incrementum Gold Price Model , which we had presented in theln Gold We Trust
report 22020 A 014

Let us first take a closer look at the gold price trend in US dollars and

euros since the last  In Gold We Trust  report . Shortly after publication on
May 17, 2024, a twomonth sideways phase occurred before gold embarked on a
spectacular rally.

Gold, in USD (lhs), and EUR (rhs), 01/2024i 04/2025
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A look at the performance figures since 1970 reveals impressive results: Gold has a
median performance of 7% and a compound annual growth rate (CAGR) of 8.2%,
while at the same time, 59.3% of all years have been positive. In contrast, silver
shows a higher average return overall, but its comparatively lower hit rate of 53.7%
and pronounced volatility suggest that active timing is advisable when investing in
silver.

The performance in 2024 was undoubtedly extraordinary: gold ranked

in the 86th percentile and silver in the 71 st percentile, meaning their

returns were better than 86% and 71% of all previous annual

performances, respectively . However, a look at the record year 1979, in which
the performance was even stronger, shows that a parabolic trend acceleration may
still be imminent.

14 5ee K J4In Gold We Trust report 2024; & , & Gold We Trust report 2020

| | #IGWT25

0 This statement proved to be correct:

Th
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Yearly Gold and Silver Performance, in USD, 19701 2024

Gold Silver
Average 10.8% 12.5%
Median 7.0% 3.1%
CAGR 8.2% 5.4%
MAX 126.5% 374.2%
MAX year 1979 1979
MIN -31.6% -48.7%
MIN year 1981 1981
% POS 59.3% 53.7%
% NEG 40.7% 46.3%
2024 27.2% 21.5%
Percentile 86 71
Source: LSEG, Incrementum AG
Gold is a constant. It & the As you, dear readers, already knowThe gol d price does not fri
measuring stick. Currencies are fiat currencies depreciate against gold over the long term, some faster,
the variables. some a little slower. Last year, the purchasing power of the US dollar,
Mike Maloney the euro, and other major currencies declined sharply, falling by

nearly a third.
Various Currencies (log), in Gold, 100 = 08/1971, 08/1971i 04/2025
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Perseverance is the foundation of ~ Determining whether gold is expensive or cheap is challenging, but we

all virtues. will attempt  to do so in the following pages. The chart below illustrates the

Honoré de Balzac purchasing power of one US dollar in terms of milligrams of gold. So now, rather
than an ounce of gold costing USD 3,300, we have one US dollar costing 9.4
milligrams of gold. This reversal of perspective is not just a semantic quibble but
represents an entirely different approach to the subject.

incrementum
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1 USD (log), in mg Gold, 01/1970i 04/2025
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Price is what you pay. Value is With an annual average price of USD 2,389, gold reached a new all -
what you get. time highin 2024.  Since the beginning of the year, the average gold price has
Warren Buffett been USD 2,952. The following chart shows that regular accumulation of gold

(figol d s avi ng-@Jerage effect Igoks pretty sensibiet

Annual Average Gold Price, in USD (lhs), and yoy (rhs),
1970i 04/2025
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Letusnowturn t o t he fimar ket b r2024dvasipdasitive forggd | d .
in all major currencies, with an average gain of 34.5%. As in 2023,the frontrunner
was gold in Japanese yen, with an increase of 41.7%. The average performance in
this millennium is impressive. Since 2000, the average annual performance

of gold in US dollars has been 10. 1%. Gold has outperformed practically every
asset class and currencyi despite significant corrections in the meantime.

The big money is not in the However, the hit rate of the positive years appears even more

buying and the selling, but in the impressive.  Gold has achieved a remarkably consistent performance over the
waiting. past 26 years. In US dollar terms, it has risen in 19 years, in euro terms in 21 years;
Charlie Munger and measured against a weighted basket of currencies, it has risen an impressive

23 out of 26 years. Thiscorresponds to a hit rate of 73.1% in US dollars, 80.8% in
euros, and 81.6% in terms of the currency basket. The figures impressively
underline the stability of gold across differen t currency areas.

incrementum
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Gold Performance in Major Currencies, 20007 2025 YTD

Year uUsDb EUR GBP AUD CAD CNY JPY CHF INR Average
2000 -5.3% 1.2% 2.0% 11.3% -1.9% -5.4% 5.8% -4.2% 1.4% 0.6%
2001 2.4% 8.3% 5.3% 11.4% 8.8% 2.4% 18.0% 5.5% 5.8% 7.6%
2002 24.4% 5.6% 12.2% 13.3% 22.9% 24.4% 12.2% 3.5% 23.7% 15.8%
2003 19.6% -0.2% 8.0% -10.7% -1.3% 19.6% 8.1% 7.4% 13.9% 7.2%
2004 5.6% -1.9% -1.7% 1.5% -2.0% 5.6% 0.8% -3.1% 0.1% 0.5%
2005 18.1% 35.1% 31.6% 25.9% 14.1% 15.1% 35.9% 36.3% 22.8% 26.1%
2006 23.0% 10.4% 8.1% 14.3% 23.3% 19.0% 24.2% 14.1% 20.7% 17.5%
2007 30.9% 18.5% 29.2% 18.0% 12.0% 22.5% 22.5% 21.8% 16.9% 21.4%
2008 5.4% 10.0% 43.1% 30.5% 28.7% -1.5% -14.2% -0.8% 30.0% 14.6%
2009 24.8% 21.8% 12.9% -1.6% 7.9% 24.8% 27.9% 21.1% 19.2% 17.6%
2010 29.5% 38.6% 34.2% 13.6% 22.8% 25.1% 13.2% 16.8% 24.8% 24.3%
2011 10.2% 13.9% 10.6% 10.3% 12.7% 5.2% 4.5% 10.7% 30.7% 12.1%
2012 7.1% 5.0% 2.5% 5.3% 4.2% 6.0% 20.7% 4.5% 11.1% 7.4%
2013 -28.0% -30.9% -29.4% -16.1% -23.0% -30.1% -12.6% -29.8% -19.1% -24.3%
2014 -1.8% 11.6% 4.4% 7.3% 7.5% 0.7% 11.6% 9.4% 0.2% 5.6%
2015 -10.4% -0.1% -5.3% 0.6% 6.8% -6.2% -9.9% -9.7% -5.9% -4.5%
2016 8.5% 12.1% 29.6% 9.6% 5.3% 16.1% 5.4% 10.3% 11.4% 12.0%
2017 13.1% -0.9% 3.3% 4.6% 5.9% 6.0% 9.0% 8.3% 6.3% 6.2%
2018 -1.5% 3.0% 4.3% 8.9% 6.8% 4.1% -4.2% -0.8% 7.3% 3.1%
2019 18.3% 21.0% 13.7% 18.8% 12.6% 19.7% 17.2% 16.6% 21.3% 17.7%
2020 25.0% 14.8% 21.3% 14.1% 22.6% 17.2% 18.8% 14.3% 28.0% 19.6%
2021 -3.6% 3.6% -2.6% 2.2% -4.3% -6.1% 7.5% -0.6% -1.7% -0.6%
2022 -0.2% 6.0% 11.6% 6.3% 7.0% 8.3% 13.7% 1.1% 10.8% 7.2%
2023 13.1% 9.7% 7.4% 13.1% 10.5% 16.3% 21.6% 2.9% 13.7% 12.0%
2024 27.2% 35.6% 29.4% 40.0% 38.1% 30.8% 41.7% 37.1% 30.8% 34.5%
2025 YTD 25.3% 14.5% 17.6% 21.1% 20.2% 24.8% 14.1% 14.1% 23.9% 19.5%
CAGR 10.1% 9.6% 10.9% 10.2% 9.9% 9.5% 11.6% 7.3% 13.0% 10.2%
Hit Rate 73.1% 80.8% 84.6% 88.5% 80.8% 80.8% 84.6% 73.1% 88.5% 81.6%

Source: LSEG (as of 04/30/2025), Incrementum AG

In this world, nothing can be One crucial aspect is often forgotten here, namely, the tax burden. After all, profits
said to be certain except death from gold investments are tax-free in many countries, at least after a specific

and taxes. holding period. This further increases the performance of gold compared
Benjamin Franklin to conventionally taxed asset classes. Anyone considering gold as a long

term investment should keep an eye on both the pure price performance and the
performance adjusted for the tax burden.

1@n proud to pay taxes in the The following two tables illustrate how a gold investment of EUR 1,000 or

United States; the only thing is, | USD 1,000 would have developed over the 10 years from 2015 to 2024, for

could be just as proud for half the Germany and for the US. The impact of taxes is considerable. For example, gains
money. from a gold investment in Germany are taxfree after the one-year holding period
Arthur Godfrey has expired. In the US, they are still classified ascollectibles and taxed at a

maximum of 28% of annual income, regardless of the holding period. German
gold investors can therefore look forward to signi ficantly higher
performance than US investors.

A comparison with an investment in the country & largest stock indexi the DAX in
Germany and the S&P 500 in the USi is also revealing. Since equity gains are
taxed more heavily than gold in Germany, investors are inclined to give gold a
higher weighting in their portfolios. The opposite is true for the US. Tax legislation,

incrementum
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therefore, directly influences an investment & risk/return ratio and thus affects the
investor & investment decision. This probably also explains the lower
affinity for gold in the US compared to Germany.

Net sh i i ) )
et share price gain Net capital gain

Germany Investment 01/2015 Value Gross exchange rate with solidarity without solidarity
gain surcharge surcharge (= 25% tax)
(= 26.375% tax) ge (= 25%
Gold (0% tax) EUR 1,000 EUR 2,533 EUR 1,533 EUR 1,533 EUR 1,533
Dax EUR 1,000 EUR 2,038 EUR 1,038 764 EUR 779 EUR
Investment Value 12/2024 Gross exchange Net ce}pital gain N?t capital gain Net. capital gain
us 01/2015 rate gain forincome middle income high income
9 (10% CGT) (15% CGT (20% CGT)
Gold (28% tax) 1,000 USD 2,163 USD 1,163 USD 837 USD 837 USD 837 USD
S&P500 1,000 USD 2,857 USD 1,857 USD 1,671 USD 1,579 USD 1,486 USD
Source: LSEG, Incrementum AG
Good analysis comes from good Let us now return to the current big picture . The following chart is one
understanding. And good of the classics of every  In Gold We Trust  report. It shows the so-called
understanding is provided by a Incrementum World Gold Price, which is calculated using a basket of 16 currencies
conceptual framework that helps weighted according to nominal GDP. These currencies currently represent almost
you organize your thinking. 80% of global GDP. The approach aims to mitigate the distorting effect of currency
Stephen H. Penma fluctuations in the valuation of the gol d price in a single currency. The chart shows

that a gap has opened up between the gold price in US dollars and the global gold
price, notably since 2011/12, which has gradually widened over time due to the
strength of the US dollar. Nevertheless, the long-term upward trend for both
metrics appears to be intact.

Gold, in USD, and Incrementum World Gold Price (IWGP),
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Now, what are our expectations for the US dollar? The DXY (US Dollar
Index) chart shows a sideways trend with a slight downward tendency since early
2023. Notably, the psychologically important support line at 100 was held multiple
times, but has now been breached in April 2025. However, this decline

coincides with extremely negative sentiment readings, suggesting that

the USD is likely due for a short -term bounce.

incrementum
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There are no sixtuple bottoms.
Kevin Muir

| want a dollar that does great
for our country, but not a dollar
that & so strong that it makes it
prohibitive for us to do business
with other nations and take their
business.

Donald Trump
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Notably , the weakness in the DXY stems mainly from declines against

the euro (EUR), Japanese yen (JPY), and Swiss franc (CHF), while the

US dollar has remained relatively stable against many Asian

currencies. This indicates that the DXY & softness reflects G7 currency dynamics
rather than broad -based global USD weakness.

Overall, we expect the US dollar to experience short -term strength,

driven by oversold conditions and a potential shift in sentiment

However, looking at the medium -term picture, we believe the DXY will continue to
weaken, with the index likely falling toward the 90 level or even lower over the
coming quarters. Such a move would typically provide tailwinds for gold and other
hard assets as well as emerging market currencies and commodities.

DXY, 01/2021i 04/2025

120 -

incrementum

115 A

110 A

105 A

100 A

95 A

90 4%

85 T T T T T T T T
01/2021  07/2021  01/2022  07/2022  01/2023  07/2023  01/2024  07/2024  01/2025

— DXY 50d MA ——200d MA

Source: LSEG, Incrementum AG

Our analysis indicates that the DXY typically weakens in post -election
years i atrend that Donald Trump would likely welcome, given his

repeated criticism of the strong dollar during his presidency from 2017

to 2021 . Notably, the DXY exhibited strikingly similar patterns ahead of his first
and second terms, raising intriguing questions. If this trend persists, the US dollar
could decline to 86 by 2026 i a level that would almost certainly please Trump,
who has long fawred a weaker US dollar.

US Dollar Index, 100 = 01.01.2017 and 01.01.2025, 01/20157 12/2018,
and 01/2023i 12/2026
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1@n the best there is, the best
there was, and the best there
ever will be.
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Conclusion

The gold price is in terra incognita; the bulls have free rein. We always
assumed that reaching new alkttime highs in US dollar terms would herald a
further trend phase in which Western financial investors would finally become
involved.

In the long term, the performance figures speak in favor of gold: Since
1970, the average annual return has been over 10%. The high hit rate is
remarkable, and over the past 26 years, gold has made gains in 19 years on a USD

Bret fAThe Hi t man obasisand?2l yearsonaEUR basis.

incrementum

However, a breather or consolidation phase in the gold price would not

be surprising after the substantial rise in recent months . The Sprott Gold
Bullion Sentiment Indicator shows that sentiment is already approaching a
euphoric level.

Sprott Gold Bullion Sentiment Indicator (lhs), and Gold (rhs), in USD,
lO(3:}/2018'[ 04/2025
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| #IGWT25


https://twitter.com/IGWTreport
https://www.linkedin.com/showcase/ingoldwetrust-report/
https://ingoldwetrust.report/
https://www.incrementum.li/en
https://www.incrementum.li/en/




Report

Status Quo of Gold
relative to Stocks, Bonds,
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| believe there have been three great pillars of
Investing success over the past 20+ years: US home
country bias, US tech bias, and US dollar bias. |
believe that all three of these are now melting
icebergs, with enough mass to melt for a decade or
more. That® the backdrop for a Prisonerso
Dilemma portfolio, basically doing the reverse of
what & worked on autopilot for the past 20 years.

Ben Hunt

TGol dds Bull Market | s Built Tdhmeol860/40 pbrtfGio cmadelds breaking down:
Despite market turbul ence, g dhehterical bdnd/eqiity bedging dynamic is
strength versus stocks, bonds, and commodities fading; gold is emerging as the new anchor in
signals that its long-term bull market remains diversified portfolios, especially amid high
intact. inflation volatility and even higher debt levels.

1 Shifting capital flows favor gold and Europe: I Commodities show asymmetric upside: Years of
US fiscal tightening has triggered capital underinvestment, rising fiscal stimulus,
reallocation to regions like Europe and China, geopolitical tensions, and a weakening US dollar
which are embracing fiscally expansionary are setting the stage for a commodity bull market.
policies, benefiting gold in the process. B

fGol das mar ket cap sti:ll |l ags behi
fBonds have lost their Asafe Mejwsed0% of UB eqeity market capitalization,
Long-dated bonds have collapsed in value, and gold has room to catch up, particularly if a
the traditional negative correlation between reallocation toward real assets accelerates.

stocks and bonds has weakened, enhancing
gol das appeal as a portfolio stabilizer.
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The late 90s taught us that
euphoria is a warning sign, not a
victory lap.

Michael Burry

Parties, after all, are often
followed by a hangover.
Avi Salzman

Wall Street gets bailed out, Main
Street gets sold out.
Occupy Wall Street slogan

All that matters is the change in
the fiscal stance of the different
countries.

Kevin Muir
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The absolute and relative performance of gold compared to other

assets such as stocks, bonds, and commodities is essential for a

comprehensive analysis of the gold price. We will therefore examine the
relative valuation and trend strength of gold on the following pages to analyze the
opportunity costs of investing in gold. We can already preempt the core insight:
The gold bull market continues to stand on a solid foundation.

Echoing The Big Short , when contrarian investors predicted the real
estate market & collapse , a similar picture of irrational speculation was

evident in many facets of the market until a few weeks ago. A young
investor barricaded himself in the bathroom until his self -created reached
a market capitalization of USD 50mn. , @ memecoin based on a

raunchy joke, shot to a market capitalization of USD 500mn only to crash. Even

, which was intended as a pure parody from the outset, reached a market
capitalization of over USD 200mn, showing how, in the final phase of such
bubbles, it is no longer fundamentals that count but only the search for the greater
fool.

These developments are no coincidence, but a reflection of the

excessive liquidity that has been flooding the financial system for

years. As with the Mississippi Bubble or the dotcom euphoria, the parallels are
clear: A market driven by cheap capital was heading for an inevitable correction.

Gold Compared to Stocks

Scott Bessent, former CIO of Soros Fund Managementand current US Treasury

Secretary, summari zed t heOculremeduiniesii t uati
o}

This statement signals a turning point 1 political attention is shifting

from Wall Street to Main Street. The recent election in the US underscores

this development. Most households with an income of over USD 100,000 voted for
Kamala Harris, while lower -income groups mainly supported Donald Trump.

Federal Reserve data from the triennial

illustrates the severe wealth inequality in the US: 58% of American households
own stocks, but 93% of total equity wealth is concentrated among thewealthiest
10%. In contrast, the poorest 50% hold only 1% of stocks. This imbalance shows
why the stock market has lost its political influence. The US median voter

owns virtually no stocks.

In 2025, a significant geographical rebalancing began, with capital
increasingly flowing from the US to Europe. This development manifested
in a marked appreciation of the euro, among other things: Within just a few weeks,
the euro appreciated by almost 10% against the US dollar, from 1.04 to as much as
1.14USD. At the same time, European stock markets also benefited noticeably.
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A pin lies in wait for every
bubble.
Warren Buffett

APPARENTLY
NOT WST IN
THE WOODS.

= -

“H R HEDGEYE

Courtesy of Hedgeye

The stock market is the only
market where things go on sale
and all the customers run out of

the store.
Cullen Roche
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The background to these capital flows was a polarization of fiscal policy
orientations:  Money flowed primarily to regions with increasingly expansionary
fiscal policies T such as Europe and China {iscal expansionists), while it was
withdrawn from the US, which is pretending to become a fiscal hardliner.

Despite the recent price declines, US stocks remain as far away from a
favorable valuation as the Bahamas are from the introduction of

mandatory snow chains. The current Shiller P/E ratio of 34.97 is in the 97 th
percentile of the 120-year history. If one believes in a return to the mean, the low is
still a long way off, as the median over the past 124 years is 16.8y comparison,
the current Shiller P/E ratio for European stocks (STOXX 600) is 15,

while the Brazilian Bovespa Index is trading at aratio of 10.

Price/Earnings Ratio (CAPE, P/E10), 01/190071 03/2025
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What does this stock  market environment mean for gold? Loyal readers
know: For us, developments in the equity markets represent an important
opportunity cost for gold. In view of the dizzying gains in gold, this chart suggests a
broad flight out of (US) stocks and into liquid tangible assets as well as German

equities.

Gold in Local Currency, and Domestic Stock Index*, Annual
Performance in %, 2025 YTD
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*US = S&P 500, CA = TSX Comp., DE = DAX, RU = MOEX, CN = SCI 300, AU = ASX 200, JP = Nikkei 225
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History is a gallery of pictures in
which there are few originals
and many copies.

Alexis de Tocqueville

In Silicon Valley, people will tell
you it& not a bubbled right up
until the moment it pops.

Marc Andreessen

incrementum

Status Quo of Gold relative to Stocks, Bonds, and Commodities 42

The following chart shows the S&P 500/Gold ratio since 2000. The
upward trend, i.e. falling purchasing power of an ounce of gold measured in stocks,
lasted from 2011 to the end of 2021. It currently appears that gold is increasingly
regaining relative strength. The ratio recently fell below the 90 -day and Lyear
moving averages.

S&P 500/Gold Ratio, 01/200071 04/2025
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Source: LSEG, Incrementum AG

Let& take a longerterm view of this ratio, going back to 1900. Gold appears
significantly undervalued relative to US stocks andmay have completed a secular
turnaround. The S&P 500/gold ratio now stands at 169, compared to a historical
average of 1.14Assuming the S&P 500 remains constant, the gold price

would need to  triple toreturntoitslong  -term mean.

S&P 500/Gold Ratio, 01/19007 04/2025

incrementum

Average: 1.14
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S&P 500/Gold Ratio — 7Y MA

Source: LSEG, Incrementum AG

The following chart illustrates the relative performance of the NASDAQ

100 versus gold . Gold has recently demonstrated notable relative strength after
several years of sideways movement. Nevertheless, the ratio remains historically
elevatedd underscoring that gold continues to be undervalued compared to the
NASDAQ 100. Should this trend persist, it may signal the onset of a long -
term capital rotation away from US technology stocks.
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NASDAQ 100/Gold Ratio (log), 01/19981 04/2025
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Source: LSEG, Incrementum AG

The first phase of a bull market is The relative price trend is helpful for broadly classifying major investment cycles

disbelief. The last is delusion. and serves as an essential valuation metricCurrently, the market
Peter Atwater capitalization of global gold holdings amounts to about 40% of US
equity market capitalization, slightly above the long -term median of

37.9%. For comparison, during wartime periods and the inflationary era of the
1970s, this figure peaked as highas 160%.Even at the peak of the last secular
gold bull market in August 2011, the value was significantly higher at
69.2%. This indicates that, although the current gold bull market has already
gathered momentum, we are still far from the mania phases seen at past peaks.

Gold Market Cap to US Equity Market Cap, 01/19257 04/2025
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We expect the market capitalization of gold to have increased further relative to
stocks by the end of the golden decadeln other words, gold is poised to
remain a notable outperformer for an extended period and therefore

belongs in the portfolio to a significant extent, not only for its security

but also for its performance benefits

incrementum
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The greatest credit event of all
would be a recession in which US
yields went up, not down.

Michael Hartnett

Sometimes your best investments
are the ones you dond make.
Donald Trump

We can be blind to the obvious,
and we are also blind to our
blindness.

Daniel Kahneman
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Gold Compared to Bonds

One of our central theses of recent years has been confirmed:
government bonds are no longer the foundation of an antifragile

portfolio, as  they have been for the last 40 years.

10 Year Annualized US 10Y Real Return, in USD, 01/190071 03/2025
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After yields reached a microscopically low level in 2020 and were even negative in
some cases, 16year US Treasuries have fallen in value by 16.2% since then, while
30-year bonds have fallen by almost 50% from their peak. The frontrunners in the
negative £nse are naturally the 100-year Austrian bonds, which are down 68.1%
(maturity 2120) from their peak.

US 10Y, US 30Y and AT 2120 (0.85%) Below All-Time High,
03/202071 04/2025
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Source: LSEG, Incrementum AG

As we have already emphasized in previous years, the negative
correlation between stocks and bonds, is the exception rather than the
rule in the long term. For example, the correlation between stocks and bonds in
the US has been slightly positive in 70 of the last 100 years. Theprimary reason for
the negative correlation over the last four decades has been the low inflationary
pressure and declining inflation volatility following the Great Moderation .
The following chart shows the one -year rolling correlation between 10 -

year US government bonds and the S&P 500 and the average yield on
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In the coming decade(s), bonds
will no longer be negatively
correlated to stocks and save
your portfolio in times of stress,
but will instead become the
anchor that drags your portfolio
lower.

Kevin Muir

In terms of natural resource
investing, you de either going to
be a contrarian or you are going
to be a victim. There isnd much
by way of middle ground.

Rick Rule
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10-year Treasuries. Clearly, the 1-year correlation has recently turned positive.
The long-term correlation coefficient between stocks and bonds in the United
States has been approximately-0.012 since 1955.
1-Year Correlation of US 10Y and S&P 500 (lhs), and US 10Y
10A_verage Yield (rhs), 01/1955i 04/2025
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The decoupling between gold and bonds that we forecasted in previous years has
continued over the past 12 months. The bond and gold markets are sending

the same message: Higher inflation rates and increased counterparty

risks are the new reality. If the relationship between stocks and bonds now
reverses permanently, the basis of the 60/40 portfolio - namely, a negative
correlation between stocks and bonds- would be removed. Have bonds now

handed over the scepter to gold?

Gold (lhs), in USD, and US 10Y (rhs, inverted), 01/20067 04/2025
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Gold and Commodities
Overall, 2024 was a mixed year for the commaodities sector, despite

gold and silver in particular performing well, with price gains of more

than 20% each. Only copper (+8%) and zinc (+6%) recorded moderate growth in
the base metals sector. In contrast, the downward trend in battery metals
continued, with nickel, cobalt, and lithium even falling to 5 -year lows. Uranium,

iron ore, and coal all experienced yearon-year losses exceedin@0%.
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Bloomberg

Industrial Metals

Subindex

ATH 266.76

Date ATH 05/04/2007
ATL 53.90

Date ATL 11/07/2001
YTD -0.4%

2024 Performance -1.6%
% Below ATH -47.6%
% Above ATL 159.3%

Fortunes are made by buying
low and selling too soon.
Nathan Rothschild
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The table highlights the sharply differing performance across the
various commodity sub -sectors. While the Energy Subindex lost 4% and has
been clearly in negative territory since the start of the year, the other sub-sectors
have managed to stabilize. Once again this year, the Precious Metals Subindex is
the positive exception. All four other subindices remain well below their

all -time highs , offering further upside potential.

Bloomberg Bloomberg Bloomberg Bloomberg
Precious Metals- Agriculture Energy Livestock BCOM Index

Subindex Subindex Subindex Subindex
328.57 143.33 516.66 131.99 237.95
04/22/2025 05/29/1997 09/29/2005 10/04/1993 07/02/2008
49.66 34.15 15.47 16.21 59.48
04/02/2001 06/26/2020 04/27/2020 04/13/2020 03/18/2020
20.2% 1.8% -8.3% 6.4% 2.2%
19.0% -8.7% -3.9% 14.2% 0.1%
-2.6% -59.5% -94.8% -79.8% -57.6%
544.7% 69.9% 74.7% 64.8% 69.7%

Source: LSEG (as of 04/30/2024), Incrementum AG

Institutional appetite for commodities? Let & just say it rivals the

demand for fur -lined gloves in the sweltering heart of the Sahara. We
have always been convinced that commoditiesi and commodity -sensitive assets in
generali should be actively managed, but they should also be a fixed portfolio
component during phases of rising inflation. Our arguments for commodity
investments can be summarized in the following points:

- Commodities have been in a bear market for ten years, which has led to a
considerable investment backlog and declining production volumes. This
structural supply bottleneck hedges the downside price risk.1®

- There is an increasing focus on generous fiscal support measures in
infrastructure and armaments.

- Geopolitical tensions will promote resource nationalism and demand higher
geopolitical risk premiums.

- (Institutional) investors are still underweight or not invested in commodities at
all.

- Latent inflation concerns will provide a tailwind for commaodities.

- The US dollar could face a secular bear market as its previously unchallenged
status as a reserve currency gradually fades. Historically, the US dollar and
commodity prices are strongly negatively correlated (-0.86).

Let & now take a look at the relative performance of commodities and
stocks. The next chart shows the last commodity supercycles.We firmly
believe that the Big Long could now lead to a prolonged period of
outperformance of commodities.

15see & , B Gold We Trust report 2023
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At the start of this generational
bond bull market, few believed it
had begun. Today, few believe it
has ended.

Kevin Muir

If the ratio approaches 200%...
you are playing with fire.
Warren Buffett
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BCOM/S&P 500 Ratio (log), 01/1960i 04/2025
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Conclusion

The disinflation of recent quarters should represent a perfect

environment for US bonds. However, if you examine the performance of the
TLT fund, which tracks long -dated US government bonds, it has nearlyhalved and
is currently bottoming out. Particularly in the event of a second wave of inflation,
long-dated bonds would be predestined to cause nasty surprises in institutional
portfolios once again. We are seeing growing evidence that investor focus

is shifting toward gold as the next generation of safe -haven assets.

Gold (Ihs), in USD, and TLT (rhs), in USD, 01/2003i 04/2025
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The valuations of many sectors and individual stocks on the US equity

markets are still far from bargain levels. At the end of April, the Buffett
indicator 6 stood at 185%, well above the longterm average of 87% but also below
the high of December 2021, when the indicator exceeded the 200% level for the
first time. We continue to find exciting opportunities in equity markets,

particularly in the value segment of the old economy, in Europe, in emerging
markets, and, above all, in the commodities segment.

s)

16 The Buffett indicator is a valuation multiple that compares the capitalization of the US Wilshire 5000 index with US
GDP.
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Wilshire 5000/US GDP, 01/1971i 04/2025
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Bear markets are the authors of In the case of commodities, there are numerous indications that the

bull markets, and bull markets tide is finally turning. In addition to a possible US dollar bear market, the

are the authors of bear markets! capex cyclé’, the now-numerous fiscal and monetary stimulus measures in China,
Rick Rule and the increasingly loose handling of sovereign debt in leading European

economies, as well as the targeted decarbonization, have become the structural
drivers for the supply and demand of many commodities. We firmly believe
that the commodity bull market is in an early phase.

CRB TR Index, adjusted for US CPI, 100 = 12/2023, 01/19941 03/2025
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Status Quo of Debt
Dynamics

The safest road to hell is the gradual one - the
gentle slope, soft underfoot, without sudden
turnings.

C.S. Lewis

1 Role swap between the US and Germany: While
the new US government is using DOGE to cut
costs, Germany has put on its spending pants.

i Nevertheless, the US deficit is on course for a
negative record. For the first time, there could be
a deficit of more than 6% for three years in a row.

f The US reached the Ferguson limit as interest
spending exceeded defense spending for the first
time in fiscal year 2024. Previous great powers

went under when they violated the Ferguson limit.

1 In emerging and developing countries, an average
increase in debt of 2 percentage points was
required to increase GDP by 1 percentage point. In
the OECD countries, the ratio was 5:1.

T With the proposals of Stephen Miran and Zoltan
Pozsar, the issue of debt restructuring has finally
moved from the periphery to the center.

i Financial repression will return, especially in the
EU, where a productivity miracle to sustainably
solve the high national debt seems almost
impossible. Some parties will also continue to
attempt to centralize EU debt.
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The Titanic was warned six times
about icebergs. It didn & change
course.

Based on historical records

of the Titanic disaster of 1912

When the ship has sunk,
everyone knows how she could
have been saved.

Italian Proverb

Either the nation must destroy
public credit, or public credit will
destroy the nation.

David Hume

In view of the threats to our
freedom and peace on our
continent, the rule for our
defence now has to bedvhatever
it takesd

Friedrich Merz

We are not swimming in money,
wede drowning in debt.
Wolfgang Schauble
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Usually, analyzing government debt data is a rather unspectacular

task. The spending increases during the Covid19 pandemic and the subsequent

inflation crisis have provided some variety, albeit for two extremely unpleasant

reasons. In recent weeks, however, there has been some real movement on the

national debt issue.

It was not just a slight course correction; a real U

Germany at the end of February.

-turn occurred in
With a single sentence, Friedrich Merz

(CDV) initiated this U -turn in the very country that had previously kept its

national debt ratio under control thanks to a

This forced governments at the federal, state, and municipal levels to consolidate

continuously. The result was a national debt ratio slightly above the 60%

Maastricht limit.

The phrase

uttered

by Fr\whetidveritah

one sentence, Friedrich Merz increased the German national debt by at least an

additional EUR 900bn, or more than a third of the current German national debt.

In total, the volume of expenditure is therefore likely to be more than double the

amount of

, the investments in the new federal states after

reunification, which amounted to 1% of GDP.

On the one hand, aspecial fund (Sondervermdgen) for infrastructure is being set

up, although it would be better to speak of special debt: EUR 500bn is to flow into

infrastructure and climate protection. This means that the debt potential of

all 30 German special funds combined has almost doubled.
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Draghi

other hand, does not seem to want to impose any restrictions on himself, except

that he needs the necessary majorities in the German Bundestag for this project.

The fact that he had opened the debt Pandora
became apparent only a short time later.

@& box with his advance
As the CDU/CSU and SPD needed

the support of the Greens to pass the bill, the Greens demanded the earmarking of

EUR 100bn for climate protection measures and the stipulation that these

investments should ensure Germany® climate neutrality by 2045. The EU has set

2050 as its target, which is unrealistic anyway.

Markets

responded to the announcement of the expansion of German

government debt with the sharpest rise in German bond yields since

1990. On the day of the announcement, March 5, the 10year German government

bond rose by almost 30 basis points or 12% to just over 2.80%. The yields of many

countries also rose in its wake, and not even the government bond heavyweights,

the US and Japan, were able to escape this shock. This at least confirms that

German government bonds have not yet lost their status as the gold stadard on

the bond market as a result of this announcement. However, this is bad news for

the countries that are much more heavily indebted, as their financing costs have

also risen significantly.
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10 Year Government Bond Yield, 02/10/20251 03/24/2025
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The question is: If German government bonds lose their anchor function, what
asset will take their place?

We shouldnd elect a President. The second U -turn 1 only this time in the other direction i is onthe
We should elect a magician. horizon in the US.  Just a few months before his first election triumph in 2016,
Will Rogers Donald Trump descr Kibgedehd.ms@n fMaastorte dasge 0

after Merz& U-turn 7 US Treasury Secretary Scott Bessent
at an event organized by theNY Economy Club:

The first time | went to see President Trump, he lookedatmeand sai d, iHOw

do we get this debt and defici theltbenwn wi t hou't
thinking about this for 18 months, and [the way to do it is] the transition from

a public sector to private sector [ -driven economy]... 25 percent of GDP goes

through [Washington DC] area code 202.

History shows that once an Now the words must be followed by deeds and, given that the US is in a permanent
enormous debt has been incurred  election campaigni the midterms are just 1% years away and the next presidential
by a nation, there are only two election is 3%z years away’ it remains to be seen whether the Trump

ways to solve it: one is simply to administration will succe ed in turning the debt tide. Doing so would have serious
declare bankruptcy 1 repudiate consequences because of the enormous importance of the US dollar for the global
the debt. The other is to inflate economy. During the election campaign, Scott Bessent had already set a

the currency and thus to destroy target of reducing the US budget deficit to 3% b y the end of Donald

the wealth of the ordinary Trump & term of office as part of the . That would be more
citizen. than a halving.

Adam Smith

The reason for the significant departure from the long -term trend growth in
nominal government spending in the US was the Covid-19 policy, first under
Donald Trump and then under Joe Biden. Covid-19 spending opened the fiscal
floodgates, and they have not yet been closed.
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Safe debt is rapidly becoming an
oxymoron .
Willem Buiter

Based on the growing spiral of
debt, only quantitative growth

thrives, not qualitative growth.
Rahim Taghizadegan
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US Federal Government Spending, in USD trn, Q1/19707 Q1/2025
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Verbally, at least, the US wants to descend in a positive sensei into the league in
which Germany currently finds itself, while Germany wants to ascend i in a
negative sensei into the league in which the US finds itself. And in the latter
league, the markets are slowly but surely beginning to have fundamental concerns
about the development of sovereign debt in the industrialized nations. One thing
is certain: The issue of overindebtedness is increasingly moving from

the periphery to the center.

By 2024, global government debt levels had normalized, and for most countries,
this marked a sobering return to the daily grind. The temporary reduction in debt
ratios driven by the inflation surge had not only run its course but was now giving
way to renewed upward momentum. As emphasized inthe  In Gold We Trust
report 2023 i n TiehamiuscChi@op ek Dynd 0, the
debt -reducing effect of inflation is overestimated because government

spending also begins to rise more strongly, with a slight time lag due to

inflation.

Public Debt, as % of GDP, 100 = Q1/2015, Q1/2015i Q3/2024
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It therefore comes as little surprise that, according to the
, the issue volume of government bonds in OECD
countries has almost doubled in the last 10 years, from USD 8trn in
2014 to USD 15.7trnin 2024. For 2025, the OECD expects a further increase to
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USD 17trn. During this period, the emerging markets doubled their debt issuance
from USD 1.4trn to USD 2.8trn. However, their economic output grew by over 50%
in these 10 years, while GDP growth inOECD countries increased by only19.7%.In
other words, in the emerging and developing countries, an average increase in debt
of 2 percentage points was required to increase GDP by 1 percentage point. In
OECD countries, the ratio was 5:1, and in the US, it was as high as 5.8:1. Such
growth is, of course, as sustdnable as an electric car powered by electricity
generated from lignite.

Issuance of Government Bonds in OECD Countries and Emerging

Markets & Developing Countries, in USD trn, 20071 2024
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The Covid-19 pandemic and the energy crisis have confirmed it once again: After
crises, the government/private spending ratio is higher than before the crisis. In
other words, real or imagined crises strengthen the state and weaken

the private sector.

Government Spending, as % of GDP, 20007 2024
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On the revenue side, tax ratios well in excess of 40% are now
commonplace in Europe & leading economies.
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What the debt does is it& death
by slow strangulation. It just
grinds the economy down. The
extreme over-indebtedness is
pulling the trend rate of growth
below the historical average.
Henry Hazlitt
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Government Revenue, as % of GDP, 20001 2024
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And despite historically high tax ratios in many cases, national budgets
are still clearly in the red. The break in the Covid-19 pandemic is undoubtedly
visible, with Germany as an exception thanks to the debt brake.

Budget Balance, as % of GDP, 2000i 2024
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After all, the main drivers of expenditure are of a structural nature.

Above all, demographic change is increasingly taking its toll. The worsening ratio
between working and retired people is not only leading to higher pension and
healthcare expenditures but also to slower economic growth as a result of labor
shortages and thus to lower revenues for the state. The sometimes still very high
immigration figures are also reflected in structurally higher government spending.
This is particularly the case in countries with a strong welfare state culture. In the
Us, illegal immigr ation into the labor market has been massively reduced under
Trump. And finally, since the end of the zero and low interest rate phase, the rising
cost of servicing interest has also been a burden on government budgets,
exacerbated by the increase in government debt.

The yield on maturing government bonds is usually lower than the

capital market interest rates for new government bonds to be issued. In
the US, the yield curve was above 3 % at the end of April. By comparison, at the
end of March, the average interest rate on US government debt ; alevel
not seen since the end of 2009.In addition to its horrendous budget deficit
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He who goes borrowing, goes
sorrowing.
Benjamin Franklin

The burden of the national debt
consists not in its being so many
millions, or so many hundred
millions, but in the quantity of
taxes collected every year to pay
the interest.

Thomas Paine
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of almost USD  2trn, the US will have to refinance more than USD 7trn
If the more than USD 9trn
were to be issued entirely as 10year US Treasuries, every 1 basis point drop in

or more than 25% of its national debt this year.

bond yields would reduce the interest burden by around USD 1bn per year. A drop
of 0.5 percentage points would save Washington USD500bn in interest over the
entire term.

Average Interest Rates on US Treasury Securities, 01/2001i 03/2025
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Regarding interest expense, the US is far and away the leader among
the leading economies. The significantly higher interest rates in the US
compared to the euro area, Japan, and Switzerland, combined with the high level

of national debt, have a negative impact.

OECD Estimates for Net Interest, as % of GDP, 2025
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The following chart, using the United States as an example, illustratesthe extent to
which interest expenses are now a burden on the national budget.The gap

between the primary balance and the budget balance is widening. The
area between the two values corresponds to the interest expense. And according to
the CBO& long-term forecast, the UST as a pars pro totoi is only at the beginning
of this development.
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...sooner or later, too much credit
always turns into a giant debit

as borrowers crumple under the
burden of escalating interest
payments.

Melchior Palyi

The methylamine keeps flowing
no matter what. We are not
ramping down. We are just
getting started. Nothing stops
this train. Nothing.

Walter White, Breaking Bad
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US Net Interest, Primary and Budget Balance, as % of GDP,
19621 2035e

incrementum

s

-12

-15
1962 1967 1972 1977 1982 1987 1992 1997 2002 2007 2012 2017 2022 2027 2032

Net Interest Primary Balance Budget Balance

Source: CBO, Incrementum AG

The alarming state of the budgetary situation in many countries is
evident in the fact that the primary balance, i.e., the budget deficit
excluding interest payments, is showing little improvement . Even
excluding the interest expense for old debt, most countries would run a
considerable deficit. Contrary to public perception, Italy had its public finances

well under control before the Covid-19pandemic, based on its primary balance.

Primary Balance, as % of GDP, 2000i 2024
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Deep Dive US

The US budget deficit remains deep in the red

In 2023 and 2024, we saw only the third time since the Second World

War that the US recorded a deficit of more than 6% in two consecutive

years. However, there was a key difference compared to the first two instances: In
2023 and 2024, the US achieved GDP growth of just under 3.0% annually, whereas
in 2009/2010 the aftermath of the global financial crisis and subsequent recession,
and in 2020/2021 the fiscal burden of measures to combat the Covid 19 pandemic,
weighed heavily on the budget.We are not taking a significant risk by

predicting that 2025 will be the first time since the Second World War
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The Budget should be balanced,
the Treasury should be refilled,
public debt should be reduced,
the arrogance of officialdom
should be tempered and
controlled, and the assistance of
foreign lands should be curtailed
lest the Republic become
bankrupt. People must again
learn to work, instead of living
on public assistance.

Cicero, 55 BC

We have war finances, but no
war yet.
Niall Ferguson
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that there will be a third consecutive year with a US deficit exceeding

6%.

In the first half of the new fiscal year (10/2024 7 03/2025), the US budget was

again in deep red territory. The deficit amounted to

and was

thus more than 20% higher than in the previous year, particularly

because spending increased by almost 10% yoy.

Apart from 2020 and 2021,

this was the first time the US had a budget deficit of more than USD 2trn. The
CBO& current forecast, a projected deficit for the fiscal year ending in September

of , is only slightly below this negative threshold. By

way of comparison, over the past 50 years, the US federal budget has averaged

equally impressive 1

. Notably, the deficit of USD 306bn in February was

higher than Washington & revenue of USD296bn. In other words: 51% of all

expenditure in February was debt

-financed.

US Federal Government Budget Balance, in USD bn, FY20001 FY2024
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Like many other countries, the US suffers from a spending problem.

, federal tax revenues rose 58% while Washingtorg

spending increased by 93%. As a result, state debt doubled during this period.

Spending pants are now the favorite garment of many politicians.

The US and Ferguson& Law

I'n an article

publ i s hédgua

fLewDemaantcd s

o, hi storian Ni

expands on his argument regarding the fall of great powers triggered by fiscal

excess.The main thesis of

Ferguson & Law is that as soon as a great

power spends more on interest payments than on defense, this state is

threatened with decline as a

great power.

Exceeding the Ferguson limit , i.e.

the point at which interest payments equal defense spending, is a reliable predictor

of the loss of great power status.

In 2024, that moment arrived in the US, as it broke through the Ferguson limit. In

the 2024 fiscal year, the US spent
than on the military at

on interest, slightly more
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The US isnb fighting a war, a
crisis or a recession. Yet the
federal government is borrowing
as if it were.

Wall Street Journal
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The market and the economy
have become hooked, become
addicted, to excessive
government spending, and
there® going to be a detox
period.

Scott Bessent
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However, the overshoot in the past fiscal year was not an isolated
incident . For the current fiscal year, the CBO is forecasting interest expenses of

, which corresponds to an increase of 8% compared to the previous
year. In the two previous years, the increases were 30% and 32% respectively. For
the same period, the defense budgets passed by Joe Biden and the old Congress
provided for spending of only around USD 850bn. The prospects speak for
themselves. Not only will Ferguson& limit be continuously exceeded, but the
difference between interest expenditure and defense spending will continue to

grow over time, based on current spending profiles.

US Government Spending by Category, as % of GDP, 1962i 2055e
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Against the backdrop of the Ferguson limit, Trump & announcements on budget
consolidation appear in a new light: namely, as an attempt to escape the fate of
past great powers,such as Habsburg Spain, the Ancien Régime in France, the
Ottoman Empire, and the British Empire.

The DOGE illusion
USD 500bn to 2trn is to be cut by DOGE by 2026.
not lofty, target that has been set. In 2024, total expenditure at the federal level

This is the ambitious, if

amounted to just under USD 7trn.

To achieve Musk & Co. & savings targets, spending must be reduced by

7% (to eliminate USD 500bn) or by nearly 30% (to eliminate USD 2trn).

However, the overwhelming total of government spending at federal level is made
up of legally binding social spending (approx. two thirds), interest spending

dictated by markets (approx. 13%) and defense spending that cannot be reduced in
the short term (also approx. 13%), in total more than 80%. An initial draft budget

at the beginning of May only envisaged savings of , or slightly
more than 2% of spending for the next fiscal year. Contrary to initial

announcements, defense spending is expected to increase significantly by 13%.
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Inflation consists of subsidizing
expenditures that give no returns
with money that does not exist.
Jacques Rueff

The system of duties which has
been already adopted, is in its
principle, a system of revenue;
and it is to be hoped, that by a
due attention to the interests of
trade, it may be made to produce
all the revenue which the public
exigencies may require, with out
any material inconvenience to
the community.

Alexander Hamilton
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US Government Spending by Category, as % of GDP, 19751 2035e
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If social spending is cut sharply, there is likely to be considerable

resistance from within the government & own ranks. Spending on
healthcare programs such as Medicare and Medicaid as a proportion of US GDP

between 2004 and 2024. That is an increase of more
than 50%. Pension spending rose , an increase of almost 25%.
This is because all members of the House of Representatives and around a third of
the Senate will be up for election in early November 2026, i.e. in less than two

years. Many Republican-governed states also benefit fromfederal subsidies.

Tariffs as an additional source of government
income?
Donald Trump & favorite economic policy instrument is clearly tariffs.
With these, Trump aims to revive a source of revenue that played a crucial role in
financing the United States for nearly 150 years of its history, until the
introduction of the income tax in 1913. After all, under the

, the US federal government was prohibited from collecting taxes
directly. The new government had to solicit funds from the 13 states at the time i a
situation very similar to the current one in the EU. Just as today, the EU aims to
increase customs revenue to reduce its dependence on member states. Similarly
the US had to rely on customs duties as a source of revenue until the introduction
of a federal income tax. Customs duties could be collected with comparatively little
bureaucratic effort, unlike a fe deral income tax, which the federal government
would have been allowed to collect after adopting the US Constitution in 1789.
& first term

During Trump in office, his newly introduced tariffs led to a

doubling of customs revenue. However, the increase of around USD40bn was
just a drop in the ocean of debt. In the first 3 years of Trump& first term in office T
the 3 years without the Covid-19 pandemic state of emergencyi the deficit
increased from USD 665bn to USD 984bn, or from 3.4% to 4.6% of economic
output. The additional revenue from higher customs duties did not play a role back

then. This is now set to change.
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Wede going to take in hundreds
of billions of dollars in tariffs,
and we@e going to become so
rich, you @e not going to know
where to spend all that money.
1dn telling you, you just watch.
Wede going to have jobs. Wede
going to have open factories. It &
going to be great.

Donald Trump

A country always has an army in
its territory. Either its own, or
that of the country next door.
Finnish proverb
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Estimates are difficult, indeed almost impossible, in the current dynamic
environment of the tariff conflict. One estimate, by Capital Economics, is
around . This would correspond to around 10% of
Washington & revenue and would therefore be of a relevant order of
magnitude. Tariff revenues nearly doubled in April to just under

compared to March, and more than quadrupled compared to the period before
Trump & first term. However, the same estimate also expects significantly higher
inflation and higher interest rates, which would result in higher social spending

and higher interest payments.

Deep Dive Euro Area

Rearmament & as if debts weren& debts
The situation in Europe is different. Leading NATO states and those that see
themselves as particularly threatened by Russia have already substantially
increased their defense spending in recent years. President Trumgs repeated
guestioning of NATO membership has led to panicked reactions from some of the
European alliance partners. Calls for an additional increase in defense spending

became ever louder in the first weeks of Trump& second term in office.

However, Donald Trump has also made it unmistakably clear to the
Europeans that he is no longer willing to accept free -riding. The internal
NATO target of increasing military spending to at least 2% by 2024

. However, only one major
NATO country, Poland, has significantly increased its defense spending since the
outbreak of the war in Ukraine and is expected to spend 4.7% of its GDP on
defense this year. In his first days in office, the new US Secretary of Dénse, Pete
Hegseth, had already called on the European NATO states to increase their defense
spending . After all, according to the Trump administration, the Europeans
will bear the brunt of the Ukraine war and its consequences for the European

security architecture in the future.

Defense Spending, as % of GDP, 20151 2023
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Ultimately, it makes no difference whether increases in military spending are
financed through savings in other areas, through higher taxes, or by taking on
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It is unreasonable to expect 300
million Americans to defend 500
million Europeans against 140
million Russians.

Donald Tusk

We must be clear about the fact
that today, our Europe is mortal.
It can die. It can die, and it all
depends on our choices. These
choices have to be made now.
Emmanuel Macron
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additional debt. All three approaches reduce real disposable income. In
the case of savings, the loss of income is apparent, as transfer payments are
reduced, as is the case with a higher tax rate. In contrast, debt financing is painless
at first glance. However, as additional money flows into the economy

through the expansion of debt and causes additional price increases,

the most pernicious of all taxes, the inflation tax, strikes.

Economically , itis also irrelevant whether debts are legally treated as
such or not. As part of the ReArm Europe plan, which was later renamed
Readiness 2030 following protests, the European Commission is considering
whether to activate the national escape rule for additional defense spending of up
to 1.5% for four years, potentially preventing an otherwise imminent excessive
deficit procedure. At the beginning of May, it became known that at least

intend to make use of this rule; all of them are NATO members.
However, this legal concession does not change theeconomic consequences of
higher deficits. A side note: In the first days of the customs conflict,

to cope with the economic

consequences of the customs conflict.

The longing of EU centralists for a Hamilton moment
Whether it is the euro sovereign debt crisis, the Covid -19 pandemic, or
the war in Ukraine, Brussels uses every severe crisis to generate a
Hamilton moment . In 1790, the US Secretary of the Treasury, Alexander
Hamilton, pr é¢iposgmdoniPmicicsto it hat the uni
assume the debts incurred by the then 13 states during the War of Independence.
Thus, the assumption of joint EU debt to combat the consequences of the Covid19
pandemic was sometimes referred to as a Hamilton moment, including

(SPD) at the
beginning of the Covid-19 pandemic.

Another example is Emmanuel Macron& s p ecsrephi [

on

0, which the French president

after his first programmatic speech at the Sorbonne in September 2017, under the
t i tiditietiver

0. It is up to the reader
wants to achievei the appropriation of the EU for French state objectives (i.e. an
EU strongly controlled from Paris), or the establishment of an EU central state, or
merely the ending of the French debt malaise through common EU debt or the

securing of the current EU elite® prerogative of interpretation.

The EU net contributor countries will have to pay the
bill

NextGenEU was the first time that joint EU debt was issued on a large

scale, in 2020. This undertaking succeeded and failed at the same time. It
succeeded because it was decided to take on joint debt of more than EUR00bn.
However, the net contributor countries saw this only as a one-off concession to the
special circumstances. However, he war in Ukraine immediately led to the next
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exceptional situation, which was exacerbated by the tensions among the major
European states following the scandal in the White House involving Donald
Trump, J. D. Vance, and Ukrainian President Volodymyr Zelensky. With ReArm
Europe/Readiness 2030, a further EUR 150bn is now to be raised by

the EU Commission.

Countries with reasonably sound public finances naturally pay the

comparatively high bill for joint EU debt, as the EU bonds demand

higher interest rates than the corresponding promissory bills of these

states. This approach is economically and politically significant as long as the EU
is (fiscally) a federation of states and not a centralized federal state.

European 10 Year Bond Yields, 04/24/2025

4.0% 1

i 0,

incrementum 3.59%
3.5% A

’ 3.13% 3.21%
2.97%
2.90%
3.0% 1 2.71%
2.47%
2.5% A
2.0% A
1.5% A
1.0% A
0.5% A
0.0% A T T T T T T
Germany Netherlands Austria Euro Area Spain France Italy

Source: mtsmarkets.com, Incrementum AG

Joint EU debt is popular for another reason. As the EU is not a central
state, EU debt does not yet appear anywhere on the records.

The Italianization of France

An interesting development has been observed in bond markets since the end of
2023. The spread between the  second - and third -largest economies in
the euro area has narrowed significantly. In other words, France is

increasingly converging with Italy.

10-year Government Bond Yield, 01/20221 04/2025
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France is always above the 3%
deficit limit. It & a French
tradition.

Jean -Claude Juncker

Wede all better off because Italy
makes the pasta and Switzerland
makes the watches.

Howard Marks

The problem is not the rise of
populism. The problem is the
economic policies that make
people so desperate that they
turn to it.

Yanis Varoufakis

One of the greatest mistakes is to
judge policies and programs by
their intentions rather than their
results.

Milton Friedman
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There are fiscal andpolitical reasons for this development. For example, Italy &
budget forecast is significantly better than France&. According to the
European Commission, Italy should be able to reduce its budget deficit

to below 3% in 2026, after reaching 3.4% in both 2022 and 2023 . By
contrast, the deficit figures for France for the same three years are
6.2%, % and . In both cases, it can be assumed that the forecasts are too

optimistic. In absolute terms, France & national debt is already significantly higher
than Italy &.

In 2020, France
Union . At the end of 2024, France already had public debt of more than

EUR3. 3t r n, | t38tinyRelatimedo GDB, Frrianceremaibsin
a significantly better position, at 113%, compared toltaly, at 135%. However, both

surpassed ltaly as the largest debtor in the European

whi |l e

countries are miles away from the Maastricht limit of 60% as Liechtenstein &
national soccer team is from successfully qualifying for the World Cup. Together,
France and Italy alone account for almost 50% of the euro areds total national
debt, and more than 40% of the debt of the EU.

Politically, France is an entirely different heavyweight to Italy. Italy,
which used to be politically unstable i in Italy, governments used to change faster
than Borussia Dortmund & coaches is now politically stable. In France, on the
other hand, one government after another has taken over. Frances political
instability has been further exacerbated by the hastily called parliamentary
elections in June 2024. The conviction of presidential candidate Marine Le Pen at
the end of March, and the immediately effective five-year withdrawal of her right
to stand for election, will further increase political instability. The combination of
significant budget deficits and increasing political uncertainty is also reflected in
credit ratings. In May 2024, S&P downgraded its rating from AA to AA -
and the outlook was at the end of February.
Compared to France
BBB+ from BBB.

rating on April 12 to

Conclusion

Industrialized countries are slowly but surely facing challenges that
they have previously only known as creditor states engaged in
restructuring the sovereign debt of overindebted emerging or
developing countries. Ultimately, there are three ways of getting government

debt ratios under control:

- A productivity miracle
- Debt restructuring
- Financial repression

Productivity miracle
A productivity miracle seems almost impossible for the euro area

under the current political framework. Although the EU Commission is
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backtracking on some bureaucratic monsters such as the Supply Chain Act, CO2
fines for car manufacturers, and the Deforestation Regulation (EUDR), this is
ultimately only a small step i deadlines are being extended, implementation dates
postponed, and turnover limits for the applicability of regulations raised. Nothing
has changed in terms of the fundamental direction.

The EU reached an agreementi The publication of the on strengthening EU

except it was the kind of competitiveness  generated little attention outside of Brussels.  Many

agreement only the EU can observers probably remember that the EU& was a failure. The aim

reach; an agreement about was t o mak ethanthg coldpeiticmndfi

which everybody involved 0 by 2010. Thi s ’iwagelydnknbwné wed by t he
disagrees. i 0 strategy, whi chinigligett, sistaselbdndt he goal o
Grant Williams 0. However, dirigisme demands and pronm

unlikely that the third attempt at dirigisme stimulus for the EU member states will
be crowned with success.The impact on industrial production in the big
three, Germany, France, ltaly, and the EU -27 speaks volumes.

Industrial Production, 2021 = 100, 19917 2024

130 1
120 | incrementum
110 A
100 A
90 1

80 4

70 A

60 T T T T T T T T T T ]
1991 1994 1997 2000 2003 2006 2009 2012 2015 2018 2021 2024

Euro Area EU

Germany Italy

France

Source: Eurostat, Incrementum AG

[J] LESEPROBE

A short -term flash inthe pan  in the event of a deficit -financed
rearmament would hardly change the structural imbalance in
economic development. The problems around national defense are also
structural . An investment gap has existed in most countries for many decadesAs a
result of demographic change, the population that can defend itself is declining,
and an increasing number of people have their roots abroad, potentially also
shifting their loyalties. In addition, the mental willingness to fight is ofte n low.
,only 27% of men would Adefinitelyo defenc

e A S VT not o. Reinstating compul sory military service
& Deutschland k : ! .
lJ! St o i . In this respect, the question arises

as to whether a willingness to defend Germany could even be achieved in a realistic

Source time horizon.
Never bet against America. The medium - and long -term growth outlooks for the US are somewhat
Warren Buffett different. Despite a sideways movement from Q2/2024 to Q4/2024, real private
investment in manufacturing in the US has risen significantly. Compared to
2019, investments have doubled in real terms. Apple, TSMC, Nvidia,
Honda, IBM, and Johnson & Johnson have announced notable investments in the
incrementum
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Demography is destiny.
Auguste Comte

The accumulation of debts is
perhaps the natural disease of all
governments.

Alexander Hamilton
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US in recent months. This could be an initial indication that Trump & hope
that the tariffs will attract significant investment in the US may be
justified.

Real* US Private Fixed Investment (Manufacturing), in USD bn,

Q1/2007i Q4/2024
175 +

incrementum —
150 1
125 4
100 1
75 A
50 A
25 4
0 T T T T T T T T
2007 2009 2011 2013 2015 2017 2019 2021 2023
Recession Real* US Private Fixed Investment (Manufacturing)

Source: Federal Reserve St. Louis, Incrementum AG
*Base Year 2017

Even though deporting illegal immigrants may shrink the workforce in

the short term and stricter immigration policies could slow labor force

growth in the long run, the US faces less severe labor shortages than

Europe. The US alsofaces an aging population, but the issue is more pronounced
in Europe. America®& lower life expectancy (4.1 years less than similar countries)
plays a role. Additionally, US immigrants must join the workforce quickly, while in
Europe, generous welfare systems can discourage work. Despite this, the US
unemployment rate remains low at 4.2% (March 2025). Still, a limited labor

supply could challenge Trump®& plans to revive US industry.

Debt restructuring

For the US, the proposals by Zoltan Pozsar and Stephen Miran have brought the
issue of debt restructuring into the public eye. However, the Trump administration
has not yet made an official move.

Scott Bessent could take inspiration from his eldest predecessor,
Alexander Hamilton, the first US Secretary of the Treasury, who left
big shoes to fill when it came to consolidating the national budget. He
too was faced with the situation of getting the horrendous debt under control after
the War of Independence and proposed a restructuring of the national debt.
alimited redemption
clause was intended to restore the confidence of creditors and encourage them to
exchange promissory bills with an interest rate of 6% for securities with an average
interest rate of just over 4%. In this way, the debt burden would be reduced further
and further in the long term due to the compound interest effect. This plan was
tantamount to a hidden redemption fund, for which a dedicated source of revenue
is required. This is where tariffs come into play again. They could prov ide a
suitable incentive for a debt swap and also provide a steady stream of
revenue for the state coffers, which could be used for the long -term
repayment of century bonds.
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Financial repression moves
wealth from savers to debtors,
and from old to young people.
Russell Napier

The surveillance state turns
every citizen into a transparent
subject, where every action,
every transaction, is recorded
and analyzed.

Julian Assange
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Inthe euro area, EU centralists in Brussels will continue to try to

reduce national debt burdens by increasing the use of EU debt. However,
this would not be restructuring in the traditional sense, but essentially, it would be
a balance sheetcosmetic. The bill in the form of relatively higher interest rates
would be paid by the less heavily indebted countries, whose bond yields are lower
than for the (Covid-19) debt issued by the EU Commission.

Particularly in the case of government bonds that act as an anchor for the financial
system, such as those of the US or Germany, a debt restructuring would not only
have a significant impact on the bond yields of these countries, but the entire
financial system would also lose its anchor. Considerable distortions would be
expected, not only in the bond markets but in financial markets in general. Gold,
as an anchor of stability, would likely benefit in these turbulent seas.

Financial repression

Debt reduction through structurally higher inflation rates only works

with broad -based financial repression. In recent years, we havenoted that a
wave of inflation, either without financial repression or with automatic or
discretionary indexation of social spending, particularly does not lead to a
sustainable reduction in government debt. 8 Only the loss of purchasing power due
to the time lag between the onset of the inflationary wave and the inflation -
induced increases in expenditure causes a reduction in government debt ratios.
However, if the inflation rate subsequently falls sharply, th e original delay-related
effect of reducing government debt is reversed. By capping interest rates in the
Treasury -Fed Accord of March 3, 1951,the US got rid of its World War Il debt in
this way 1 at the expense of the bondholders?®®

The EU Commission & legislative proposal on the planned and already

highly controversial asset register is still a long time coming. The results
of a study examining the legal and logistical feasibility of this project were expected
in the fall of 2024. Which assets are to be included is still the subject of
speculation. Real estate and company shareholdings are to be included in any case,
but it remains to be seen whether gold, cryptocurrencies, and works of art will also
be covered. Good motives, includng the fight against money laundering, are
naturally justifying the possible introduction of the register. The asset register is
therefore likely to be located at the EU anti-money laundering authority , AMLA.
The fact that a large number of innocent citizens are to be officially registered to
combat criminals is already causing unease, for understandable reasonsSuch an
EU -wide asset register could significantly facilitate the implementation

of financial repression measures.

How governments use regulatory tricks to conceal their
creditworthiness

A key instrument of financial repression is legislators Oregulatory
preference for government bonds. with The Pioneer, Oliver
Bate, CEO ofAllianz, one of the world & largest insurance companies based in

o)

18 see A 4 In Gold We Trust report 2023

19 For an in-depth-analysis of Treasury-Fed Accord of March 3, 1951, see A , B Gold We

Trust report 2021
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We are being systematically
driven into holding government
debti and deliberately so.
Oliver Bate, CEO Allianz

Always borrow money from a
pessimist. He wond expect to get
it back.

Oscar Wilde

If credit expansion,
protectionism, and government
spending were a path to
prosperity, mankind would have
long ago created heaven on
earth.

Lew Rockwell
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Munich, addressed this aspect with rare candor. When asked whether government

bonds are bought voluntarily or whether regulatory provisions force the purchase

of government bonds,

The politicians have come up with a very clever regulation for the financial

sector. They define investing in government bonds as "risk -free". This means

that if | am a Greek insurance company and | invest in Greek government

debt, it is just as low-risk as the investments Allianz makes in German

government debt 7 which is the only triple -A country in the G7. In other

words, we completely ignore the real situation of the issuing state institution.

When asked whether the government bonds of highly indebted countries, in

particular, were fairly priced, Bate replied:

If the question is whether they are actually paying a sufficiently high

premium for the potential worst -case scenario, then | can only say: No. To

put it bluntly, we would like to hold as little government debt as possible.

Because we believe that this risk is very poorly priced.

The remarkable thing about this interview is not the content of the

statement but the blunt openness. Béte also mentions thei obviousi reason

for this regul atemyciprcoetf e thesawehe
0 In other words, the

N

defaul t

higher than the yield suggests. This also means that alternative hedging and

investment products perform worse due to the structural preference for

government bonds. Bate mentions that today only around 11% of the investment

volume managed by Allianz is invested in equities, compared to 25 to 30% in

earlier times. As a result, policyholders are missing out on considerable
opportunity costs.

In conclusion, it is clear that the sovereign debt crisis has firmly taken
hold at the core of the industrialized world, no longer confined to the

periphery. Economic stagnation, demographic change, significantly higher

capital market interest rates, and the cost of armaments are structural challenges

that will persist for some time . The reorganization of the global political order is

also playing its part, even if this seems to be developing a different dynamic

following Donald Trump & return to the US presidency. Either way, even the

industrialized nations are slowly but surely having to deal with the
spectre of debt restructuring.
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Status Quo of the
Inflation Trend

The end game wond be deflationary.
Politically, it cannot be.

Jamie Dannhauser

1 Over the past 12 months, inflation has remained
stubbornly above 2% in both the US and the euro
area, as we expected. Core inflation remains at a
significantly higher level.

1 On both sides of the Atlantic, it is primarily the
service sector that is contributing to the higher
inflation rates.

1 The start of the interest rate cut cycle is reflected
in money supply growth, which has been rising
for some time.

1 The inflation cards were reshuffled by the tariff
conflicts triggered by the US President.
Inflationary pressure is likely to increase in the US
and ease in the rest of the world, at least in the
short term. The sharp decline in energy prices is
having a dampening effect worldwide.

1 We expect inflation volatility to remain high in the
coming quarters. A second wave of inflation
similar to that seen in the 1970s cannot be ruled
out, even if uncertainties are currently very high.

1 The Incrementum Inflation Signal has recently

exhibited a notably high frequency of shifts 4 a
reflection of the considerable uncertainty
currently prevailing in the financial markets. At
present, it indicates a neutral inflationary
environment.
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Food is an essential part of a
balanced diet.
Frank Lebowitz

The rules of the game for
investors are changing, and
portfolios anchored to a belief in
transitory inflation are
dangerously exposed.

Jamie Dannhauser
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AStubbornly at a (sl iighistishow)}he inflatpphtend | ev el 0O
in the US and the euro area over the past 12 months can be
summarized. This was also our forecast in last yeads In Gold We Trust report,
f 0 :
In our view, annual (headline) inflation will remain elevated in both the US
and the euro area in 2024, i . e Evemitthev e t he
economic slowdown has a dampening effect on prices i as is desired and as
can be observed as we speak in the euro area the risk of a renewed
acceleration in inflation is significantly higher than that of a permanent and
significant undershoo ting of the inflation target.

In the euro area, the HICP recorded a value below the inflation target of 2% on a
monthly basis in only one month, in September 2024. In the US, neither the CPI
nor the PCE fell below the 2% mark on a single occasionThe last time both
inflation measures were below the 2% target was in February 2021,

more than 4 years ago.  The flash estimate for April for the euro area expects
inflation to be at 2,2%, still above the ECB®& inflation target.

Various Headline Inflation Rates, yoy, 01/2015i 03/2025
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For the calendar year 2024, overall inflation of 2.9% (CPI) and 2.6%

(PCE) in the US and 2.4% in the euro area was recorded. However, there
was still no reason to celebrate in 2024. Despite the continuation of the
disinflationary trend, both the Federal Reserve and the ECB continued to fall well
short of their inflation targets in 2024. At the same time, the overall inflation r ate
on both sides of the Atlantic has been significantly eased by falling energy prices
since the start of 2023. Energy expenditure accounts for approximately 6.2% of the
US CPI and 9.4% ofthe HICP for the euro area.

The expiry of government relief measures from 2021 and 2022 is having an
inflationary effect, especially in the euro area. In the US, the coldest winter in 10
years left its mark on energy prices. At the end of February,US natural gas futures
had risen by 140% yearon-year to almost USD5 per MMBtu. However, the
significant decline in energy prices, particularly oil, in response to the global tariff
conflict triggered by Donald Trump at the beginning of April, now has a strong
dampening effect on energy prices and, consequently, on the overall inflation rate.

| #IGWT25
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The flash estimate for the euro area for April expects energy prices to have fallen
3,5% yoy.

Inflation Component: Energy, yoy, 01/2015i 03/2025
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People must understand that you As a result, the core inflation rate consistently exceeds the overall
cannot have a little inflation, inflation rate.  In 2024, core inflation amounted to 3.2% (CPI), 2.8% (PCE), and
because a little inflation always 2.7% (HICP). In the US, core CPI inflation has thus been above 2% since April
leads to more inflation, and 2021 and core PCE (the Federal Resen@ preferred inflation measure) has been
higher inflation inevitably leads above 2% since March 2021, that is, for over 4 years. In the euro area, the 2% mark
to even higher inflation. has been exceeded since November 2021, thus for around 3% years.
Friedrich Hayek Various Core Inflation Rates, yoy, 01/2015i 04/2025
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There are lies, damned lies, and A noteworthy detail in passing: No one is interested in the fact that the Federal
statistics. Reserve has been aiming to achieve its inflation targeton average since August
Mark Twain 2020. As mentioned in the In Gold We Trustr epor t 2002v4G fi
0, this is nothing more than a covert inc

After years of inflation above 2%, US monetary policy would have to aim for an
inflation rate of significantly below 2% for several years to achieve the inflation
target of 2% on average.
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Stagflation is like a hangover
after a long party of easy money.
Jim Rickards

The problem with political jokes
is they get elected.
Louis C.K.
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US PCE Required to Reach Average Inflation Target, yoy,
01/2019i 12/2032
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The service sector is currently driving inflation

On both sides of the Atlantic, prices are being driven by services.

Although tourism is booming, revenue growth is rising less strongly than the
number of overnight stays, astravelers are cutting back on spending. At the same
time, the (delayed) increase in wages in the services sector is leading to a price
wage spiral. This is exacerbated by insolvencies and business closures, which
reduce supply and thus trigger additional price surges. However, weak real per
capita purchasing power is somewhat dampening inflation. In addition, the
weakening industrial base in the euro area is curbing general price increases.

Euro Area HICP, Contributions of the Components and Total,
01/2015i 03/2025
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Election day was payday

2024 was the year of elections. Almost half the world & population was
called to the polls for parliamentary or presidential elections. The
election results in Germany were in line with the general trend of the long, super-
election year 2024: the governing parties lost votes significantly, while the
opposition gained votes.
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The wage-price spiral is the
manifestation of inflation, not its
cause.

Milton Friedman
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At first glance, it may seem surprising that inflation could have a decisive influence
on the outcome of elections, even in countries where inflation rates had already
fallen significantly. However, on the one hand, inflation rates were still high in
almost all countries with elections. Secondly, the sharp rise in price levels
compared to pre-inflationary times had asignificant impact on the perception of
lost purchasing power. Consumers are regularly reminded of how much the price
level has risen, especidly when buying everyday goods. The fact that incomes have
also risen, albeit with a delay, cannot compensate for the higher prices. The
following two charts for the US and the euro area show the extent to which prices
have risen for individual product gro ups.

US CPI and Various US CPI Subkategories, 100 = 01/2019,
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Euro Area HICP and Various Euro Area HICP Subkategories, 100 =
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The inflationary surge of recent years has thus taken its toll, on consumers in the
form of reduced purchasing power and on those in power in the form of substantial
losses of votes in elections, which has often led to a change of government.

The charts also indicate that the dreaded price-wage spiral has been set in motion.
Since wage increases lagged behind the initial surge in inflation, recent quarters
have seen notable gains in real wages, which are now fueling deman®
particularly in the services sector. However, in the
euro area is also well above the preCovid level , while in the US the rate has fallen
to , Which is less than the pre-Covid-19 level.
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There is nowadays a very
reprehensible, even dangerous,
semantic confusion that makes it
extremely difficult for the non -
expert to grasp the true state of
affairs. Inflation, as this term
was always used everywhere
and especially in [the United
States], means increasing the

Status Quo of the Inflation Trend

Quo Vadis, Inflation?

Representatives of the Austrian School of Economics attach great
importance to the distinction between monetary inflation and price

75

inflation.  This fundamental distinction is just as rare in everyday language as it is

among economists. A consistent linguistic distinction between the monetary

underfeed i money supply inflation i and the inevitable consequence of an

excessive expansion of the mong supply i price inflation i would be immensely

important to separate cause and effect.

With this in mind, we alsowant to analyze the mostsignificant factors influencing

guant ity o fHowewen e yinflation this year. We will start with the monetary inflation factors. The

people today use the term
Ainflationd to
phenomenon that is an inevitable
consequence of inflation, namely
the tendency of all prices and
wage rates to rise.

Ludwig von Mises

Inflation is always and
everywhere a monetary
phenomenon in the sense that it
is and can be produced only by a
more rapid increase in the
quantity of money than in

output.

Milton Friedman

incrementum

development of the money supplyi in the narrower sense, the money supply MO

aggregates M1, M2,and M3 i provides the underpinning without which a
structural reduction in purchasing power is inconceivable.

Monetary inflation factors

r edirectly controlled by central banks, and in the broader sense, the money supply

Even if price inflation can have non-monetary causes, such as an increase in

indirect taxes or geopolitically caused shortages in the supply of goods due to trade
restrictions or wars, these aspects are generally overemphasized today. In contrast,

the development of the money supply has asomewhat ambiguous rolein the

analysis.

The ECB focuses less and less on the factor it has at least partial control over, i.e.,

the (central bank) money supply, and instead concentrates increasingly on

economic policy factors. This could be described as a shift in

responsibility.  Given the dramatic miscalculation in the core competence area of

inflation development in 2021 and 2022 i remember Lagarde®

mi scharacterization of t hsuchiadiVetsianary o n

manoeuvre is not surprising.

Let us now look at the development of central bank balance sheets.

of

the four leading central banks i the Federal Reserve, the ECB, the BoJ and the

PBoCi only the PBoC& balance sheet total is currently growing in local currency

terms, while QT is leaving its mark in the US, Japan and the eurozone. The

aggregate central bank balance sheet of these four central banksexpressedin US

dollars, continues its downward trend that began in 2022. However, the aggregate

balance sheet total remains at a level aboe that seen before Covid19.
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To me, for QE to be beneficial on
net, there has to be asymmetry in
the effects of QE relative to QT.
Christopher J. Waller

The decision to slow the pace of
runoff does not mean that our
balance sheet will ultimately
shrink by less than it would
otherwise, but rather allows us
to project the ultimate level more
gradually.

Jerome Powell

If inflation continues to soar,
youde going to have to work like
a dog just to live like one.
George Gobel
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Various Central Bank Balance Sheets (Ihs), yoy in Local Currency, and

Aggregate Central Bank Balance Sheet (rhs), in USD, 01/2015i 03/2025
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The Federal Reserve has been engaged in QT since June 2022. Since the
all-time high in April 2022, the Federal Reserve has reduced its total assets by a
quarter. At USD 6.7trn at the end of Q1/2025, the level was the lowest since May
2020. This means that the Federal Reserves total assets correspond to around

22.5% of US GDP, compared to more than 35% at their peak.

T with almost no
in March 2023. The
(BTFP), set up to stabilize the banking sector,

So far, the QT has been successful I surprisingly to us

major problems, apart from the three bank failures
interrupted the QT for a few quarters and has now been completely wound up.
At the FOMC meeting on March 18/19, a new mottoi fi o7 was
announced with regard to QT. As of April, the pace of reduction for US Treasuries
was significantly lowered from USD 25bn to USD 5bn per month. The monthly
reduction rate for MBS remains at around USD 15bn. This halves the monthly
reduction in tota | assets, doubling the QT.

The ECB initially reduced its bond holdings from the Pandemic Emergency
Purchase Program(PEPP) by EUR7.5bn per month from July 2024; on 17
December 2024, the ECB ceased all reinvestment of expiring bonds from the
PEPP. Since then, the ECB balance sheet total has been reduced every month by
the amount of the maturing bonds. The ECB still holds around EUR 1.5trn from
the PEPP on its balance sheet. Until the end of 2026,

due to maturing bonds will fluctuate between around EUR 5.8bn in
December 2026 and more than EUR 26bn in April 2026.

The BoJ announced its QT plan at the end of July 2024.
a steady acceleration in the reduction of the balance sheet total until Q1/2026,

This provides for

which peaked at over JPY 750trn in August 2024. At the same time, the purchase
of Japanese government bonds will be gradually reduced and isexpectedto halve
by Q12026. Finally, the BoJ relinquished yield curve control in October 2023. At
the end of March, the BoJ had reduced its total balance sheet by just under 5%.
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Inflation is not a problem for
this time as near as | can figure.
Right now, M2 does not really
have important implications. It

is something we have to unlearn.

Jerome Powell

I do not think it is an
exaggeration to say history is
largely a history of inflation,
usually inflation is engineered by
governments for the gain of
governments.

Friedrich August von Hayek
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The trend in the broad money supply M2 is different. Following the
contraction in the US and the euro area in 2023, M2 is now expanding again at
over 3% yearon-year. In China, growth is significantly higher at around 7% due to
the numerous economic support measures, while in Japan it is more subdued at
just over 1%. Global liquidity growth in US dollars is currently over 3% year-on-
year, with strong fluctuations due to the significant movements on the currency

markets.

M2 for Various Countries (lhs), yoy in Local Currency, and

Aggregate M2 Money Supply (rhs), in USD, 01/20151 03/2025
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Administrative and bureaucratic inflation factors

The prices used to measure inflation are gross prices. Changes in indirect taxes,
therefore, affect gross prices and the inflation rate. This form of inflation is, so to
speak, home-grown. The strength of this effect depends on the tax incidence. Can
companies pass on higher taxes and levies to their customers, or do they have to
shoulder them themselves? One of the most prominent administrative and
bureaucratic factors contributing to inflation at present is taxes designed to reduce
COz emissions.

While the US is pursuing the goal of lower energy prices by withdrawing from the
Paris Climate Agreement and through the planned expansion of oil production by
3 million barrels per day, the EU remains unwavering in its commitment to
achieving climate neutrality by 2050. To this end, the Emission Trading System Il
(ETS-11) will come into effect from 2027. Preparatory work has been underway
since the beginning of the year.

that various studies expect a price of up to EUR300 for the
corresponding COz certificates at the time of expansion. At the end of March, the
price was just . Together with the climate tariff, the
(CBAM), introduced as a protective measure, will have
direct and indirect inflationary effects on the energy lifeline; directly through the
increase in energy prices, indirectly through the weakening of the country as a
business location and the associatedreduction in production.

| #IGWT25


https://twitter.com/IGWTreport
https://www.linkedin.com/showcase/ingoldwetrust-report/
https://ingoldwetrust.report/
https://www.incrementum.li/en
https://www.bundestag.de/resource/blob/1025892/9e8726d3d401071e1f1c70267f040bf3/WD-5-105-24-pdf.pdf
https://www.bundestag.de/resource/blob/1025892/9e8726d3d401071e1f1c70267f040bf3/WD-5-105-24-pdf.pdf
https://www.boerse.de/rohstoffe/Co2-Emissionsrechtepreis/XC000A0C4KJ2
https://de.wikipedia.org/wiki/Europ%C3%A4isches_CO2-Grenzausgleichssystem
https://de.wikipedia.org/wiki/Europ%C3%A4isches_CO2-Grenzausgleichssystem
https://www.incrementum.li/en/

It can be the case that it&
appropriate sometimes to look
through inflation if it & going to
go away quickly without action
by usi if it & transitory. That can
be the case withtariff inflation.
Jerome Powell

Inflation is bringing us true
democracy. For the first time in
history, luxuries and necessities
are selling at the same price.
Robert Orben

T'LL EVENTUALLY
EVOLVE INTO A
HANDSOME

\ PRINCE,

rAR s |

G
Courtesy of Hedgeye

Peace is deflationary, wars are
inflationary.
Louis -Vincent Gave
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Inflationary surge due to US Tariffs?

Donald Trump and his team are convinced that the introduction of

tariffs will have a net positive effect on the US economy. After all, Trump
believes that the higher average foreign tariffs on US goods and the current
account surplus of the rest of the world vis-a-vis the US represent an exploitation
of the US.

An intense debate has broken out in the US about whether the
introduction of tariffs will have an impact on the US inflation rate. At
one extreme, some believe that tariffs will always be borne exclusively by
consumers. On the other side are those who, citing both the experience of the 19th
century and the development of the CPI during Trump & first term in office, argue
that the introduction of tariffs has not fueled inflation 7T that

T and therefore will not fuel it now either. This
is because the producers or importers would bear the tariffs, and foreign countries
would be taxed by the introduction of tariffs.

Finance Minister Scott Bessent represents the third camp, which
expects a one -off inflation spike T as aresult of the base effect T but not
a permanent increase in the inflation rate: fi

Jerome Powell agreed with this assessment
in mid -March. However, the US has already had very
bad experiences with the word transitory recently.

In the short term, Donald Trump & tariff policy is likely to have an inflationary
effect in the US, due tothe rise in import prices and the decline in import volumes.
At the same time, in the rest of the world, it is likely to have a disinflationary effect
due to oversupply due to falling exports to the US. Following the outbreak of the
tariff war between the US and China, in the
EU that China would now try to divert its flow of goods to the EU.

The sharp depreciation of the US dollar is reinforcing this trend. The

effect is likely more substantial in the rest of the world, as many

countries are net energy importers and energy is still mostly priced in

US dollars. This should open the window for central banks in the rest of the

world to cut interest rates further, while the Federal Reserve is likely to be less able
to do so. However, as of the end of April, markets are pricing in 4 (!) US interest
rate cuts by the end of the year. The economic slowlown is having a global
disinflationary effect.

Rearmament as a driver of inflation

Inflationary effects are almost unavoidable in the case of large -scale
armament build  -ups. After all, the demand for weaponry competes with the
production of capital and consumer goods. This is all the more true if the
rearmament is debt-financed. At EU level, the deficit rules have been softened for
four years and, in addition, EUR 150bn is to be raised by the EU Commission as
part of the program. This should mobilize a total
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of EUR 800bn across the EU. In Germany, it is hoped that the incipient cutbacks
in the automotive industry can be offset by building up military production
capacities. I that seemsto be the new motto.
However, demographic change will significantly reduce labor supply in the coming
years and thus increase inflationary pressure. An expansion or reintroduction of
compulsory military service would also reduce the labor supply, as would the
recruitment of pr ofessional soldiers. If most of the desired armaments continue to
be imported i which is now the case in the major European countries with the
exception of Francei the additional demand in the exporting countries would
trigger economic and possibly inflationary effects.

We are not going to spend our The great importance of public finances for inflation dynamics is

way to prosperity. Prosperity emphasized by the so -called Fiscal Theory of the Price Level (FTPL). An
comes from free markets and important representative of the FTPL is the renowned US economist John

free people. Cochrane. In contrast to monetarism, this theoretical framework does not explain
John Cochrane increased inflation rates based on an excessive expansion of the money supply, but

holds fiscal policy responsible for this. Inflation would increase whenever the view
prevails that the state will no longer be able to meetits future obligations in full. In
technical terms, inflation occurs when the present value of future government
expenditure exceeds the present value of future government revenue. In other
words: Citizens and investors no longer trust that the state will be able to offset any
deficits in the present with surpluses in the future.

What history shows is that The practical consequence for investors is that it is not only the

inflation is often a collective absolute level of government debt that is decisive for the assessment of
behavioral phenomenond with creditworthiness, but also the confidence in the government & ability to
all the non-linear dynamics that repay future debts.  This, in turn , has concrete consequences for the future

i mplies. I f we t hinflation rate. This is because, according to the FTPL, the money supplyi issued
the perspective of the FTPL] a by the central banksi should be viewed as a perpetual, noninterest-bearing bond.

confidence crisis like this occurs

suddenly, rather than in a Becauseof the current multiple burdens on governments i ageing, immigration,
predictable, mechanistic manner. green transformation, rearmament, higher interest rates i it seems obvious that
Think tipping points. the financing difficulties of many countries are increasing and therefore i at least
Henry Maxey according to the FTPL T so is inflation.

The 1960s are a striking example of the highly inflationary
consequences of a fAbut tlyndond.richnsgnisucassop ol i cy .
to the assassinated John F. Kennedy, not only significantly expanded the welfare
state as part of theGreat Society project, but also entered the Vietnam War in
1964, which resulted in a significant increase in military spending. As a result,
inflation in the US rose on an annual basis from just over 1% in the second half of
the 1960s to well over 5% in 1969.

Real economic factors a structural and acute
Economic development
Donald Trump and Treasury Secretary Scott Bessent have repeatedly

emphasized that they are willing to accept a short -term detox
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Inflation is like a bad neighbour,
once he shows up, only thing to

get rid of him is for you to move.

Zack Howard
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recession. There are currently many indications that at least a significant
slowdown in the US economy, which has been surprisingly robust to date, is
unavoidable. The Purchasing Managerindex (PMI) is pointing clearly downward,
partly due to uncertainties surrounding the trade conflict and the negative effects
of tariffs, at least in the short term.

In the euro area, the PMI has been hovering around the 50-point mark for over a
year, which is the dividing line between expansion (above 50) and contraction
(below 50). At least in the short term, debt -financed rearmament could boost
economic growth, albeit from a very modest level. However, this would only be the
case if the additional defense spending were to have a significant impact on
demand in the euro area. Given the lack of capacity in the defense industry, this
seems rather unlikely.

Composite PMI, 06/20227 04/2025
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Wage development

Nominal wage growth in the US and the euro area remains significantly

higher than before the wave of inflation. On the one hand, this is due to the
delayed adjustment of wages to the inflation rate. In the US, wage pressure in the
lower-income segment is likely to increasedue to tighter immigration policies and
the resulting labor shortage. In Germany, in particular, wage negotiations are
likely to be very difficult , asa recession is looming for the third consecutiveyear in
2025. In structural terms, demographic change will strengthen the bargaining
power of employees? and thus ensure comparatively high wage settlements.

20 gee & AIn Gold We Trust report 2021
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Al could be deflationary. This is
one of the impacts of this
technology that is most
underappreciated and
misunderstood by investors.
Sam Altman

There is only one field where the
European Union still leads the
world: regulation.

Greg Ip, Wall Street Journal

| never think of the future - it
comes soon enough.
Albert Einstein
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Atlanta Fed US Wage Growth Tracker and Euro Area Negotiated

Wages, 01/2015i 03/2025
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Al

Al certainly has the potential to gradually increase productivity in

many work processes . However, as with countless other inventions, the
implementation process will take time, as was the case with

. However, a dampening effect on inflation due to rising productivity is to
be expected, especially in the medium and long term. In the short term, the high
energy requirements of Al systemsi as exemplified by Microsoft's announcement
of i could also
trigger inflationary effects, especially if a stable electricity supply cannot be
guaranteed.
The following episode is indicative of the EU & self -image: While the US,
China, and other countries are developing Al and discussing the opportunities for
a broad implementation of Al, the EU institutions are celebrating themselves for
passing

Inflation expectations a US

Investors now have access to a wide range of indicators that reflect short,
medium -, and long-term inflation expectations. These can be divided into market -
based and surveybased inflation expectations, a division that we use below.

Market-based inflation expectations

5-year, 5-year inflation expectations

Very long-term inflation expectations have been on a downward trend since the fall
of 2023 and accelerated noticeably in Q12025. They reached their preliminary low
of just above the 2.0% mark in the days leading up to Liberation Day, when these
inflation expectations plummeted by 16 basis points before shooting up sharply by
23 basis points. All in all, however, the data should be interpreted as indicating
that market participants have full confidence in the Federal Reserve i and in US
economic policy i to keep inflation under control.
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| have had to revise my formula
for happiness. | used to think it
was reality minus expectations.
But that needs to be modified to
reality minus the right
expectations.

Vitaliy Katsenelson
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US-CPI (Ihs), and 5-Year, 5-Year Forward Inflation Expectation Rate
(rhs), yoy, 01/2019i 04/2025
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Breakeven rate

The break-even inflation rate indicates the inflation rate required to ensure that

the purchase of an inflation-linked bond yields at least the same real interest rate
for the investor as the purchase of a conventional bond. The breakeven rates for 5
and 10 years, measured against the Federal Resené inflation target of 2%, are at
a slightly elevated level with a downward trend. The same now applies again to the
2-year breakeven rate, after it had risen slightly in the meantime. There is still a
visible difference between the medium and long-term breakeven rates. The market
therefore expects inflation to be higher in the short term than in the medium and
long term. However, th e predictive power of breakeven rates is not

particularly  high, as evidenced by a comparison with actual inflation.

US CPI, yoy, and Various US Breakeven Rates, 01/20197 04/2025
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The 5-year break-even rate and the oil price

Since September 2024, there has been a clear divergence between the otherwise
closely positively correlated oil price and the 2-year break-even rate. If this is used
as a guide, the WTI price should be around USDB8O; if the oil price is used as a
benchmark, the 2-year break-even rate should be more than 50 basis points lower.
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US Breakeven 2 Year (lhs), and WTI (rhs), in USD, 01/19701 04/2025
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Survey-based inflation expectations

Inflation expectations, University of Michigan

The greatest obstacle to Short -term inflation expectations have risen sharply since the US

discovery is not ignorance 1 itis elections in November 2024 and already stand at 6.5% as of April. This
the illusion of knowledge. is a significantly above-average value for the past 45 years. A year ago, they were
Daniel J. Boorstin only half as high. Inflation expectations are comparatively rigid compared to the

actual inflation trend and, even during the inflation wave, were usually well below
the actual inflation figures. Long -term inflation expectations have also risen
sharply year-on-year, by 1.4 percentage pointsor 50% to 4.4%.

US CPI and Michigan Inflation Expectations (1 Year), yoy,
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The NBER study published in February by Kuang, Weber, and Xie, entitled
fi o, confirms the strol
influence of party preferences on trust in the Federal Reserve and thus on inflation

expectations. The question of whether the Federal Reserve is viewed by US citizens

Courles of Hedgeye as an independent institution depends not only on party affiliati on but also on
whether the Federal Reserve is perceived as part of thén group or the out group .

Trust is higher when the Federal Reserve is perceived as part of one &
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Where bias lies, truth often hides.
Modern Aphorism

I don® mind going back to
daylight saving time. With
inflation, the hour will be the
only thing | &e saved all year.
Victor Borge
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own group. And higher trust correlates with lower inflation
expectations.

This has a direct impact on inflation expectations and seriously calls

into question their predictive value. Supporters of the party that holds the
presidency have significantly lower inflation expectations than supporters of the
party that lost the presidential election, with independents in the middle.

(2024), independents constitute the largest group, with identifying
themselves as Republicans and 28% as Democratdf we consider the expectations
of those who, as Independents, are not driven by party politics to be literally
unbiased assessments, then inflation expectations shifted from disinflationary to
inflationary at the turn of the year, i.e. when Donald Trump w as about to take
office again.

Michigan Inflation Expectations (5 Year), by Political Party,

01/20221 03/2025
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However, these inflation expectations, which are heavily dependent on the balance
of power, also show that the Federal Reserve is fundamentally perceived as an
institution that is not independent of politics.

Inflation expectations & euro area

As of March, inflation expectations in the euro area remain well above the ECB&
inflation target over the next 12 months and over the next three

years. Over both time horizons, the median value used by the ECB is well above the
mean value, meaning that inflation expectations are clearly skewed to the right.

The average value is for the next 12 months and for the next 3 years.

The trend for all values is either stable or slightly upward.

The is much more optimistic with regard
to inflation trends. An inflation rate of around or even exactly 2.0% is expected for
2025, 2026, 2027, and long-term, i.e. 2029. Economists therefore have
significantly more confidence in the ECB& monetary policy skills than consumers.
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It is a capital mistake to theorize
before one has data. Insensibly
one begins to twist facts to suit
theories, instead of theories to
suit facts.

Sherlock Holmes

When one tugs at a single thing
in nature, he finds it attached to
the rest of the world.

John Muir

incrementum

Status Quo of the Inflation Trend

85

Finally, however, it should be noted that both market -based and

survey -based inflation expectations are very often wrong.

In this respect,

the resul t of Fiarlviel mplelidrecagts ibflatibreaf leadt

0 is no accolade. A more appropriate

are just as wrong with their inflation forecasts as the markets (or
inflation expectations) o.

survey-based

In financial markets, it is probably the herd instinct that encourages

misjudgments. It is easy to rationalize being wrong with the crowd, but being

wrong alone destroys your career. Believing you are right alone can make you

lonely. The Big Short impressively demonstrates these psychological and social

constants.

In the case of central bankers, there is also the fact that the current

monetary policy is seen as appropriate, indeed must be seen as

appropriate.  Otherwise, a different, more appropriate monetary policy would

have to be implemented, or the effectiveness of monetary policy would be

fundamentally called into question. Representatives of the institutional status quo

naturally do not do this.

Inflation Trends in the Rest of the World

China

China faces dual economic challenges: externally, the strain of Donald

Trump & tariff policies persists, while domestically, deep structural imbalances in

the real estate sector continue to weigh ongrowth. In response, the Chinese

government and the People® Bank of China (PBoC) have rolled out multiple large-

scale support measures and signaled further interventions to stabilize the market.

However, following the wave of inflation in the wake of the energy

price rally, producer prices have been in deflationary territory again

since mid -2024. China is therefore exporting deflation.

One reason for

the pressure on producer prices could be the Trump administration & expansion of

tariffs, insofar as producers and exporters are lowering their prices in order to

remain competitive on the US market.
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No man is an island, entire of
itself; every man is a piece of the
continent, a part of the main.
John Donne

Inflation is like toothpaste: once
out of the tube, it is impossible to
return them.

Otto Pohl
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China Export Price Index, yoy, 01/20151 03/2025
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Overall, China& price dynamics, driven by persistent structural imbalances and a
weak renminbi, are likely to exert disinflationary, if not deflationary, pressure on
global markets. The US may prove an exception due to its tariff regime, though the
ultimate burden of th ose tariffs remains uncertain: Will they fall on Chinese
producers, exporters, US importers, or consumers? Despite Chinas remarkable
technological advancements, the massive stimulus measures deployed by its
government and central bank have yet to resolve these underlying structural
challenges.

Japan

Not since the early 1990s has inflation in Japan remained so

stubbornly above the 2% mark. There have now been almost three years with
a sometimes significantly higher inflation rate. Although the BoJ officially ended
yield curve control in March 2024, real yields are still in clearly negative territory.

JP CPI, yoy, and JP 10Y, 01/2015i 04/2025
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|&e never really wanted to go to
Japan. Simply because | dond
like eating fish. And | know that &
very popular out there in Africa.
Britney Spears
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Unsurprisingly, bonds are not very attractive to Japanese investors.

Gold is all the more attractive. Since August 2018, gold has gained 230% in
Japanese yen terms. In euros, the gold price rose by 167% in the same period.
Gold in yen has recorded consistent gains for 7 years.

Gold, in JPY, 01/2015i 04/2025
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Conclusion
Inour In Gold We Trust report 2 0 2 1Monefi 0, the

first and most important sign of monetary climate change was the

arrival of  budgetary nonchalance . With the double whammy in Germany,
i.e. the adoption of the EUR 500bn special fund for infrastructure and the
financing of the green transformation, as well as the easing of the debt brake for
armaments, which is expected to amount to at least EUR900bn, Germany has
shed its previous fiscal virtue and moved into the camp of budgetary nonchalance.

The second sign, the merging of monetary and fiscal policy, is also

becoming increasingly obvious, especially in the euro area: In the green
transformation of the economy and the mobilization of private savings for
investment in the EU (war) economy, EU Commission President Ursula von der
Leyen and ECB President Christine Lagarde are going hand in hand. The ECB no
longer even hasthe appearance of independence.The third sign we identified

in 2021 was that the ECB constantly expands its remit.

On the other side of the Atlantic, Jerome Powell has now definitively rejected the

Federal Reserves stronger focus on climate policy. In mid-January, just a few days

before Donald Trump took office, Powell announced the Federal Reserves

withdrawal from the Network of Central Banks and Supervisors for Greening the

Financial System, whose wor k, a clmoincctisnay bbaen®lowe | |
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We write to propose, or perhaps
to repropose, that the central
bank is a codependent part of the
government, the interest rate -
manipulating and bond -buying
branch of the Treasury. It & no
more independent than the
Forest Service.

Jim Grant

1@ demand that interest rates
drop immediately. And likewise,
they should be dropping all over
the world. Interest rates should
follow us all over.

Donald Trump
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The close links between politics and central banks can also be seen in

personnel decisions. Former Federal Reserve Chair Janet Yellen became
Secretary of the Treasury under Joe Biden, while Jerome Powell briefly held the
position of Undersecretary of State under President George H. W. Bush in 1992.
Mario Draghi was a top official in the Italian Ministry of Finance, the ECB
President, the Italian Prime Minister, and then the author of the for
the EU Commission. The current ECB President, Christine Lagarde, held three

different ministerial posts in the French government from 2005 to 2011.

High inflation volatility persists

The first four years of the 2020s were characterized by historically unprecedented
inflation volatility in the euro area, which came into existence in 1999 only, while
inflation in all other countries was at least significantly more volatile than in the
past three decades.

The blatant miscalculations by leading central bankers when the wave of inflation
took off in the course of 2021 also contributed to the substantial inflation

volatility. 2 This policy of appeasement had dramatic consequences, but it was also
a result of the underexposure of monetary factors as the underpinning of i time-
delayedi waves of inflation. It was only a matter of time before the years of low
interest rates took their toll. 22

The
Webster, offers an explanation for this asymmetry.

s t Uhd lyyihii 0, by Thomas
Webster analyzed the
more than 10-year period of low interest rates from the global financial crisis
through the Covid-19 pandemic to the start of the rate-hike cycle in mid-March
2022. He found that the Federal Reserve was actively involved in financing
Washington& budget deficits through the printing press. He therefore concludes
that the Federal Reserve is not a bastion of sound monetary policy but just another
agency instrumentalized by politics, because an agency that is unable to withstand
political pressure must ultimately be considered part of the government. In short,
With his public
criticism of Jerome Powell, Donald Trump is merely making clear what otherwise

the independence of the Federal Reserve is a myth.

remains largely hidden. However, it is always high-ranking politicians who appoint
central bank presidents, which ensures that the central bank remains politically
aligned with the broader political agenda.

Thomas Drechsel & p a ptetrmali

0 comes to t
conclusion that the exertion of political pressure on the central bank
does indeed promote inflation. For his study, Drechsel analyzed the personal
interactions between the respective US president and representatives of the
Federal Reserve between 1933 and 2016. A shock in the form of higher political
pressure on the Federal Reserve not only increased infation significantly but also
led to higher inflation expectations, in contrast to a politically uncalled -for easing

of monetary policy. A truly independent central bank, i.e. a central bank that is

o]
21 see A J&In Gold We Trust report 2022; VA
J&ln Gold We Trust report 2021

22 gee stoferle, Ronald, Taghizadegan, Rahim and Hochreiter, Gregor: , 2019
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It seems that, in the world of
politics and central banking,
admitting mistakes has fallen out
of favor, with a prevailing
tendency to double down on
existing strategies.

Fabian Wintersberger

Invest in inflation. It & the only
thing going up.
Will Rogers
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able to resist political pressure to loosen monetary policy, would therefore be a
genuine institutional inflation hedge.

The political wrangling over the appointment of a new Federal Reserve Chairman
in May 2026 and ECB President in November 20271 unlike Christine Lagarde,
Jerome Powell could be reappointed for a third term 7 will once again show that
the responsible politi cal bodies will make the appointments in line with their own
economic and monetary policy ideas. During the election campaign, the names
mentioned as possible successors were current US Treasury Secretary Scott
Bessent, Kevin Warsh, David Malpass, and JudyShelton.

The Incrementum Inflation Signal

Since the last publication of the report, the Incrementum Inflation
Signal has shown a significantly increased frequency of signal changes.
Between September 2024 and the political turning point surrounding the Trump
shock, the signal predominantly indicated a positive inflationary environment.
However, this shifted due to escalating trade tensions and the threat of a tariff
conflict, resulting in a return to a neutral signal. Given the current political and
economic climate, marked by considerable uncertainty, an end to this volatile
phase is not yet in sight. Should a sustained inflationary cycle emerge, we
expect the signal T much like in 2020 T to once again be able to
anticipate an upcoming wave of inflation at an early stage.

Particularly noteworthy is the pronounced divergence within

commodity markets over the past twelve months. While gold experienced a
significant upward trend, energy commodities came under continued downward
pressure. These opposing movements are also reflected in the overall stable, yet
sluggish development of the Bloomberg Commodity Index.

BCOM TR*, and Incrementum Inflation Signal, 05/202071 04/2025
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*Bloomberg Commodity Total Return Index

In summary, the various inflation dynamics can be broadly categorized as follows:

Short-term disinflationary dynamics

- Economic slowdown due to trade wars
- Quantitative tightening
- Interruption of the interest rate reduction cycle

| #IGWT25


https://twitter.com/IGWTreport
https://www.linkedin.com/showcase/ingoldwetrust-report/
https://ingoldwetrust.report/
https://www.incrementum.li/en
https://www.incrementum.li/en/

Status Quo of the Inflation Trend 20

- Possible easing of geopolitical tensions in Ukraine and the Middle East
- Energy prices
- Inthe rest of the world: US dollar weakness

Medium and long -term disinflationary dynamics

- Technology and innovation, Al

Short-term inflationary dynamics

- Discontinuation of (last) government price reduction measures due to the
energy crisis

- US dollar weakness (in the US)

- Nominal wage development

Medium -term inflationary dynamics

- Customsduties and de-globalization

- Uncertainty in international trade due to the US tariff policy

- Structural government debt

- Guns and butter policy

- Rearmament

- CO pricing, in particular through the introduction of the emissions
trading system from 2027 in the EU

- COQOqduties in the EU (CBAM)

- Green transformation policy

- Implicit easing of the inflation target of 2%

Long-term structural inflationary dynamics

- Demographic change and the associated shortage of skilled workers and
general labor shortage

- Geopolitical bloc formation

- Increase in energy prices due to the expansion of wind and solar energy

- Increasingly expansive fiscal policy

Having a little inflation is like The parallelism of the inflation trend in 1966 7 1983 and since 2013 is still striking,
being a little pregnant. albeit with only % of the intensity and starting from a 2 percentage point lower
Leon Henderson base.If this analogy continues, inflation in the US should move

sideways until the end of the year and rise sharply in 2026 to around
11% in late summer 2028. In other words, we would now be in the calm before
the second, stronger inflationary storm.
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When all you have is a hammer,
everything looks like a nail.
Abraham Maslow
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US CPI, yoy, 01/1966i 12/1983 (lhs), and 08/2013i 07/2031 (rhs)
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In summary, it can be said that the current inflation outlook is very

mixed now that the major wave of inflation has subsided. The sharp fall
in energy prices will pull inflation rates down significantly in the coming months,
while the tariffs imposed, and the increased uncertainty are driving up inflation.
The widespread nonchalance of leading central bankers towards the persistently
high level of inflation is having the effect of a tacit increase in the inflation target.

For 2025, we assume that, notwithstanding the significant short -term
disinflationary effect of the fall in energy prices, inflation has not yet been tamed.
This will be particularly evident in core inflation. It can also be assumed that the
central banks will react as they always do in the event of significant turbulence on
the financial and possibly currency markets: by opening the monetary floodgates.
The basic stance of those responsible for (monetary) policy is and

remains inflationary.
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The Status Quo of Gold
Demand and Gold Supply

The Global Financial Crisis coincided with a
significant shift Eastwards in demand for gold.
This was driven not only by cultural affinity, but
also by wealth creation and income growth in some
of the world & most dynamic and rapidly growing
economies.

World Gold Council

1 Gold demand reached a record high of 4,974 t in
2024. This surge was driven by robust demand
from both investors and central banks,
highlighting gold& dual role as both a safe haven
and a return-generating asset.

T Central bank demand for gold not only exceeded
1,000 t for the third year in arow, but also reached
a new all-time high of 1,086 t. Poland (90 t), India
(73 t), and China (44 t) topped the list of central
banks buying gold.

T Investor demand is also increasingly dominated
by emerging markets, led by China and India.

1 Demand from Western investors initially declined,
but a turnaround began in the second half of 2024,
led by North America and followed more
hesitantly by Europe.

i Demand for jewelry was dampened by the record
gold price, with a decline of 11%, but reached a
new all-time high of USD 144bn in nominal terms,
an increase of 9% on the previous year.

i The gold supply of 4,974 t was slightly higher than
in the previous year, with gold recycling gaining in
importance, with an increase of 11%.
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Trust can only be offered and
accepted, not demanded.
Niklas Luhmann

| think reserve management
practices, the way central

banks manage their foreign
exchange reserves, is going to go
through transformative change
over the next five to ten years.
Zoltan Pozsar
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We now turn to the most critical gold supply and demand
developments, focusing on central banks and private investors. For

further insights, we recommend the World Gold Council & (WGC)
23

Gold Demand

Central bank demand

In view of looming uncertainties on the global financial markets,

central banks once again significantly increased their gold reserves.

With purchases of 1,086 t, central banks not only achieved a hat trick

of net gold purchases of more than 1,000 t, but a ctually setanewall -
time high. This corresponds to around USD 100bn, which is also a new record.

The annual average from 2010 to 2021, i.e. until the outbreak of the war in
Ukraine, was only 473t, which is less than half of that figure. The central banksd
appetite for gold still does not seem to be abating, as confirmed by 365t of
purchases in Q4/2024 alone and 244 t in Q1/2025. In percentage terms, public
financial institutions absorb almost a third of the gold mined this year.

Global Central Bank Gold Purchases, in % of Mine Production,

19951 2024
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The relative share of gold in total reserves of central banks has doubled since 2016.
As of February 2025, the global gold reserves of central banks amounted to

36,252 t. Gold is becoming an increasingly important asset on the asset side of
central bank balance sheetsi in other words, gold is gradually being remonetized
by central banks.

s)

23 gee also chapter AJrban Mining for Gold and Silverd i nin Gold We Trust report

| | #IGWT25
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Biden& confiscationd his
grasping of hard control & has
made international investors
more concerned about return of
capital with regards to the dollar
than about return on capital,
jeopardizing America &
seigniorage power.

Dan Oliver

If reserves can be negated
overnight, are they even
reserves? How many other
countries must hedge against the
possibility of similar sanctions?
Doomberg
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Global Gold Reserves, as % of Total Reserves, Q1/20001 Q3/2024
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The conducted by the World Gold Council in

2024 provides insight into the motives behind the ongoing gold rush among

central banks. The most r etdrrestorerot i s its funct
value/inflation hedgeo, followsdsbyafnperfor ma
fef fective portfolio diversifiero. While the
since 2020, the |l atter replacedFronhtee record wi
central banks Operspective, gold is now increasingly a strategic reserve

investment rather than a fibarbaric relico of

Gold Reserves, in Tonnes, Q1/20001 Q3/2024
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The differences between industrialized countries and emerging

markets are particularly impressive: Among central banks in developed
countrigse,rmlisamge of value/inflation hedgeo s
83% in 2024, underlining ongoing concerns about inflation. Most emerging -

mar ket central banks cite ficonileaok about sys
political risko, ficoncerns about sanctionso,
changes in the international nfics molelinga r y sy st emo

gold. In striking contrast, not a single central bank in the industrialized countries
classified the last three reasons as relevant.
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Humans control the world
because we learned to trust one
another.

Yuval Noah Harari

| think we @e in a long -term bull
market in Gold. We @e seeing
reserve accumulation by Central
Banks. | follow it closely. It & my
biggest position. Even | was
surprised when the Central Bank
of Poland said they want to take
their Gold reserves to 20%.
Scott Bessent
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The freezing of Russian FX reserves and exclusion from SWIFT in 2022

marked a turning point. Since then, US dollar and euro reserves have been
exposed to considerable political risk. Gold is an essential part of the response to
this turning point. 81% of the central banks surveyed expect global central bank
gold holdings to increase in the next 12 months i in 2023, the figure was
significantly lower at 71% 71 and not a single central bank expects holdings to
decrease. 29% stated that they expect their own irstitution & gold reserves to
increase over this period. 69% of the central banks surveyed assume that a
larger proportion of total reserves will be denominated in gold in five

years.

The most important developments in 2024

Emerging markets remain the dominant force on the buying side.

However, Poland is leading the way, increasing its gold reserves by

almost 90 tin 2024. The target set by central bank president Adam Glapinski of
increasing Poland® share of gold in total reserves to 20% has now come closer at
16.9%. As in the two previous years, India (72.6t) and China (44.2 t) are again
among the largest buyers, followed by the Czech Republic (20.8) and Kyrgyzstan
(16.61). Despite the strong purchases in recent years, the PBo@ gold reserves still
account for just over 6% of its total reserves.

Kazakhstan again leads the list of the largest sellers with 10.2 t.
Singapore (10.1t) and Thailand (9.6 t) followed closely behind, after having been
the largest buyer in 2022 with around 90 t. Germany (1.1t) and Bolivia (1.0 t)
follow at a considerable distance.

Top 5 Central Bank Gold Purchases/Sales, in Tonnes, 2024

Poland ] 89.5
India ] 72.6
China ] 44.2
Czech Republic ] 20.5
Kyrgyzstan ] 16.6

Bolivia -1.0

Germany -1.1
Thailand -9.6

Singapore -10.1
Kazakhstan  -10.2 incrementum
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Source: World Gold Council, Incrementum AG

Inthe InGoldWe Trust r epor t 2024y Goli 0, we
pointed out that, in addition to the quantity of money supply, the

guality of their investments is also crucial for the balance sheet

resilience of central banks. The developments in 2024 are in line with our
analysis. The balance sheet quality of nonWestern central banks continues to
improve due to their successive increase in gold reserves, while it is increasingly
deteriorating among central banks of industrial ized nations, whose gold holdings
are at best stagnant.In 2023, the German Bundesbank could still compensate for
its loss caused by the sharp fall in government bond prices by reversing risk
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I@n known as a gold bug and
everyone laughs at me, but why
do central banks own gold now?
Alan Greenspan

It is hard to imagine a more
stupid or more dangerous way of
making decisions than by putting
those decisions in the hands of
people who pay no price for
being wrong.

Thomas Sowell

Asia® rise is not a flash in the
pan; it is a return to the
historical norm.

Lee Kuan Yew

incrementum

The Status Quo of Gold Demand and Gold Supply 97

provisions, but in 2024, it had to report a historically high loss of EUR 19.2bn. And
the Bundesbank& substantial gold reserves prevented it from getting any worse.

gJoachim Nagel, President of the
Deutsche Bundesbank, remarked:

The Bundesbank continues to have a solid balance sheet. It has high valuation
reserves, especially for gold. These reserves are many times higher than the
current and expected balance sheet losses. And they have risen sharply in the
past year.

With a loss of
comprises the ECB and the central banks of all euro area member state$ also

the ECBi not to be confused with the Eurosystem that

found itself deep in the red and was unable to rely on the revaluation of substantial
gold reserves, meaning that future profits will have to be used to offset the deficit.
The Federal Reserve reported a loss of , which was compensated
through remittances from the US Treasury. In contrast, the Swiss National Bank
posted a profit of , primarily from foreign currency positions, but also

from gains on its gold reserves.

The developments in Q1/2025 can be summarized as a continuation of
this trend.
official gold reserves by 244t. Poland once again topped the list of largest buyers
with 49 t, followed by China with 13 t and Kazakhstan with 6 t. The Azerbaijani
sovereign wealth fund, the State Oil Fund of Azerbaijan, also made significant

Central banks remained low price-sensitive buyers and increased their

purchases, acquiring 19 t and increasing its gold allocation to 26%.

Investment demand for gold

ETF demand

In the following, we examine investor demand, focusing on demand for
private investments and ETFs. At 1,180t, investor demand again exceeded
central bank demand in 2024. However, it is striking that Western financial
investors have not participated in the bull market for a long time. This was
dominated by consistent net inflows from Asia since Q2/2023, although these were
not high in absolute terms. While North America has now recorded inflows for
three consecutive quarters since Q3/2024, no clear trend has yet emerged in
Europe. Inflows in Q3/2024 were followed by significant outflows in Q4/2024,

which only reversed into noticeably higher inflows in Q1/2025.

Gold ETFs recorded net outflows for the fourth consecutive year in

2024 , although these were significantly lower at 7t than the 244 t in 2023. The
outflows of the first two quarters were almost entirely offset in the year & second
half. The strong growth in demand from Asian markets (78 t) was more than offset
by outflows from Europe (98 t). North America & slight increases (8t) are also very
different from last year & outflows (82 t) and allow optimistic gold investors to
interpret the positive figure as a sign of a turnaround in Western investor demand.
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India is not simply emerging;
India has emerged.
Barack Obama

The freer the flow of world trade,
the stronger the tides of human
progress and peace among
nations.

Ronald Reagan
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Gold ETFs are becoming increasingly popular in India. Year -on -year,
gold invested in gold ETFs increased by 35.8%. The nominal growth in
demand in recent years is equally impressive.According to data from the
Association of Mutual Funds in India, net inflows rose from INR 4,6bn in 2022 to
INR 29.19bn in 2023 and continued to grow at an explosive rate of 216% to

INR 92.25bn in 2024. The approval of three new gold ETFs, bringing the total to
19, should further strengthen investment demand in gold -savvy India.

Accumulated Gold ETF Holdings by Region (lhs), in Tonnes, and
Gold (rhs), in USD, 01/2004¢03/2025
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Gold ETFs continued their comeback in Q1/2025, with an increase of

226 t. This time, the momentum has been dominated by Western financial
investors, who made use of golds risk-hedging properties amid high economic
uncertainty. This clearly confirms the trend shift suggested over the past half-year,
with European ETF demand rising by 55 t and an even more substantial 134t
increase from North America.

Demand for bars and coins

Global demand for bars and coins in 2024 remained roughly the same

as in 2023 . This also confirms the increasingly important role played by emerging
markets in the gold market, with stable demand in the Middle East and strong
growth in Asia. In China, demand for bars and coins grew by around 20%

in 2024 .

In India, demand  grew by almost 30%  yoy in 2024, with particularly
strong figures in Q3 and Q4/2024 of over 76 t each.

played a significant role in this. This included the largest reduction in
import duties in over a decade, from 15% to 6%; a reduction in long-term capital
gains taxes from 20% with indexation to 12.5% without indexation; and a
reduction in the holding per iod for long -term taxation from 36 to 24 months.

Despite a sharp decline of 59% in 2023, the downward trend in Europe

continued with a further drop of 50% last year. A 17-year low was achieved
with demand of just 66.7 t. In Q2/2024, Germany recorded net outflows of -2 t,
which can be attributed not only to potential profit -taking but also to the strained
financial situation in Germany, the economic weakness, and the ésence of new
groups of buyers.
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Gold Bar & Coin Demand, in Tonnes, 2010¢2024
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In Q1/2025 demand for gold bars and coins reflected the growing
interest of financial investors , with an increase of 325t T up 3% yoy and 15%
above the five-year average.

Drivers of investor demand for gold

Gold is no longer just a hedge , conducted by the University of

against inflation; it has become a St. Gallen on behalf of philoro Edelmetalle, provides an exemplary insight into the

dynamic asset that performs in motives of Western investors. The study, in which 3,000 Swiss were surveyed,

diverse economic conditions, cited fAst-alkirm i whlesbhgent o as the most i mporta
driven by global uncertainty and in gold at 43%, followed hgr dtvihdbne ampeorepg i at ¢
central bank demand. against economic criseso at 31% each. Neutral
Gregory Shearer Swiss regarding private investments, as shown by the fact that they already own

200 t of gold, which corresponds to the impressive weight of a blue whale.
However, a compromise in the need for security is reflected in the storage of
precious metal. However, 48% prefer to store their gold in a safe or locker box at a
bank or precious metal dealer, and a surprisingly high 20% store their investment
unseaured in the home or the garden.

Reasons for Investing in Precious Metals, 2024
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Some people think luxury is the
opposite of poverty. It is not. It is
the opposite of vulgarity.

Coco Chanel

There are no passengers on
Spaceship Earth. We are all
crew.

Buckminster Fuller
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Jewelry demand

The rise in the gold price dampened global jewelry demand in 2024,

with a yoy decline of 11%.  Excluding the pandemic year 2020, demand was
roughly in line with 2009, driven mainly by a sharp 24% drop in China. Besides the
higher gold price, slowing income growth hurt Chinese consumer confidence.
Notably, Indian demand, typically highly price -sensitive, fell only 2% compared to
2023. Supported by expected economic growth of 6.5% in 2025 and 2026, and a
reduction in import duties in July 2024, India & jewelry demand remained
resilient, totaling INR 3.6trn & 70% of which came in the second half, boosted by
Diwali and the wedding season. Jewelry demand in Europe (3.7%) and North
America, including Brazil ( -2.8%), declined slightly, while the Middle East saw a
sharper fall of 8.4% compared to 2023.

Global Gold Jewelry Demand, 20231 2024

2023 2024 Yoy
World Demand 2,110.6 1,877.1 -11%
India 575.8 563.4 -2%
China 630.2 479.3 -24%

Source: World Gold Council, Incrementum AG

Despite the decline in global demand for jewelry, absolute demand reached a new
all-time high of USD 144bn due to the gold price rally, corresponding to a yoy
increase of 9% increase.

In Q1/2025, global jewelry demand continued to fall to 380 t due to the
ongoing gold price rally. This represents a decline of 21% yoy. India and China
recorded above-average declines of 25% and 32%, respectively.

In summary, gold demand continues to be driven primarily by the

strong appetite of central banks, particularly those in emerging

markets and Eastern Europe. Emerging economies also lead the way in
private investor demand. Meanwhile, Western financial investors have recently
renewed their interest in gold 0 albeit after a prolonged period of hesitation.

Gold Supply

In 2024, the global supply of gold reached a new high of 4,974 t,
corresponding to an increase of 1% compared to the previous year.

While mine production remained roughly at the previous year & level at 3,661t, the
increase in supply was boosted by higher recycling, which rose by 11% to 1,370
Q4/2024 achieved a powerful figure of 359 t, with an increase of 15% yoy. This
development was boosted by high gold prices, which incentivized many investors
to sell scrap gold 2

o]
24geec h a p Urban MiAing for Gold and Silverd i nin Gold We Trust report
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The great merit of gold is
precisely that it is scarce; that its
quantity is limited by nature;

that it is costly to discover, to
mine, and to process; and that it
cannot be created by political fiat
or caprice.

Henry Hazlitt

The measure of intelligence is the
ability to change.
Albert Einstein

Gold is a low beta way to play
emerging markets.
Louis -Vincent Gave
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In contrast to gold recycling, the impact of net hedging by gold

producers was negative: While 67.4 t were added to supply through hedging in
2023, a decline of 56.8t was recorded in 2024. This shows that mining companies
are increasingly focusing on making a direct profit from high gold prices and
reducing their hedging positions. However, forecasts predicting a sharp increase in
the supply of gold proved to be incorrect. Gold confirmed its low supply elasticity
and thus demonstrated that the promise of scarcity of this precious metal is highly
credible.

Global Gold Supply by Source, in Tonnes, 20102024
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Conclusion

For decades, the US real interestrate trend and the yield curve of US government
bonds, and thus the opportunity costs of holding gold, were primary determinants
of the gold price. The breakdown of this relationship and the growing importance
of Chinese marketplaces in the current bull market are part of the explanation for
the fundamental changes in the gold market. The fundamental transition of the
marginal buyer from West to East was one of the central themes offi

opresented in detail in the In Gold We Trust report 2024.

The gold market mirrored this development in 2024. Emerging markets
are again acting as marginal investors and, led by China and India, are increasingly
dominating the gold price trend. Central banks and private investors have mainly
driven this trend, while demand for jewelry has suffered in absolute ter ms due to
the high gold price. The supply side is characterized by constant gold production
and the increasing role of gold recycling, driven by the record-high gold price.
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Shanghai Gold will change the
current gold market &
ficonsumpt i oun priced
in the Westdsituation.
When.China has theright to
speak in the international gold
market, pricing will be revealed.
Xu Lode, former Chairman

of the Shanghai Gold

Exchange

In China, the attitude toward
investing in gold is very

different. Today, anyone in
China can walk into a bank and
purchase gold, which is available
in denominations small enough
to be a feasible purchase for all
but the poorest Chinese citizens.
Stephen Leeb

incrementum

—

The Status Quo of Gold Demand and Gold Supply 102
Global Gold Demand by Sector, in Tonnes, Q1/2022¢Q1/2025
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Therising importance of China
Despite the gold renaissance in the West, China & role as a key power in
China

The interplay of

the global gold market is unmistakably coming to the forefront.
is the largest consumer, producer, and importer of gold.
central bank purchases and consumer and investor demand is paving the way for
Chinese financial centersorelative growth and importance.

& encompassingboth OTC and exchange
volumes & reaching 17% as of April 2025, strongly signals intensifying competition
for leadership in the international gold price discovery process The introduction of
the
in renminbi internationally, made Shanghai an equal player alongside London and

in 2016, which made it possible to price gold

New York. Since then, the Shanghai Gold Exchange International has been
considered the world& largest purely physical gold spot exchange.
Recent developments in the Chinese gold market , in particular

By the end of
in renminbi since the

highlight its essential role, even in the current bull market.
March,
founding of the Shanghai Gold Exchange in 2002 had already been recorded.

& both in the
In the first eleven

In April, further signs of rising demand have emerged
physical gold market and among Chinese gold ETFs.
days of April alone, Chinese listed Gold-ETFs saw higher inflows than in the entire
first quarter. Year-to-date this translated to an impressive 46% increase in
physically backed gold holdings, as the explosive rise in the following chart clearly
illustrates.
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Understanding that China plays
the long game is one of the most
important insights you can have
about what lies ahead. China &
leaders know where they want to
be five and ten years out.
Stephen Leeb

incrementum

The Status Quo of Gold Demand and Gold Supply 103

Gold (lhs), in CNY, and Total Gold ETF Holdings in China (rhs),
in CNY bn, 01/2015i 04/2025
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Following a sharp rise in trading volume on the SGE in April, the
domestic gold premium climbed to around 3%.

to raise gold import quotas for select commercial banks can be
interpreted as a response to the surge in gold demand.

Chinese Gold Premium, in USD, 01/2015i 04/2025
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According to the World Gold Council, this trend is being driven by growing

demand for safe-haven assets amid trade tensions and currency depreciation risks.
The turbulence in international markets thus acts as a catalyst for the

long -advancing integration of gold into China & financial system.

Only just, the People® Bank of China (PBoC), alongside the National Financial
Regulatory Administration (NFRA), the State Administration of Foreign Exchange
(SAFE), and the Shanghai Municipal People® Government,
to strengthen Shanghai® role as an international financial

center. The plan outlines measures to facilitate crossborder financial services,
including efforts to

and establish overseas delivery warehouses. These initiatives are
part of a broader strategy to attract more global capital flows, enhance market
openness, and align Shangha financial infrastructure more closely with
international standards. By integrating regulatory support with local
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The freer the market, the freer
the people.
Milton Friedman

Gold! Gold! Gold! Bright and
yellow, hard and cold!
Thomas Hood
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government initiatives, China aims to position Shanghai as a pivotal
hub for global finance, particularly in commodities trading and
financial services, amid intensifying global economic competition.

An important development that could unleash up to USD 27.4bn in
institutional investment potential is

, which came into force at the
beginning of February. This news only packs a punch, considering this is a pilot
project and the allocation is still limited to 1%. This paves the way for further
integrating gold into the Chinese financial system. This is also supported by the
fact that contracts are to be setled via the Shanghai Gold Exchange, i.e. the
physical gold market exchange.

Gold (Ihs), in CNY, and CN 10Y (rhs, inverted), 01/20151 04/2025
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In conclusion, we think that the global gold market stands at a historic

crossroads, reshaped by a secular shift in both demand and influence

from West to East.  Central banks, especially in emerging markets and Eastern
Europe, are firmly reasserting gold& role as a strategic reserve asset, while private
investors in Asia 0 led by China and India & are fueling a renaissance in
investment demand. Meanwhile, Western financial investors are only beginning to
re-engage after years of hesitation.

On the supply side, despite record -high gold prices, production

remains remarkably steady, reinforcing gold & scarcity and its

credibility as a store of value. Most striking, however, is China & rapid
emergence as a dominant force across consumption, production, import, and price
formation, positioning Shanghai as a rising competitor to traditional gold hubs like
London and New York. Taken together, these developments signal not just

a cyclical upswing, but a profound structural transformation in the

gold m arket & one that every serious gold investor must understand to

navigate The Big Long
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Gold is unique in the financial system, as it offers
neither bankruptcy risk nor counterparty risk.
Gold is genuinely the ultimate riskless asset.

Charles Gave

i The US-dominated world and monetary order is
being put to the test. Central banks around the
world are increasing their gold reserves to hedge
against geopolitical risks and the dwindling
stability of the financial system.

1 Gold remains attractive in times of increased
inflation volatility and expected stagflation. Strong
ETF inflows in recent months confirm the (late)

return of Western investors.

1 Despite nominal record highs, gold continues to
show potential when adjusted for inflation.

I Commodities are valued extremely favorably, and

could be on the verge of a comeback.

9 In view of market sentiment and seasonal
patterns, we expect short-term pauses in the gold
price, but not a profound correction & rather, the
"buy the dips" mentality will continue to prevail.

1 All four Incrementum gold ratios & Oktoberfest
beer, iPhone, ski ticket, and gasoline show that
gold is continuously increasing its purchasing
power and is holding its own as a stable store of
value, even against everyday goods.
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Gold is simply a permanent unit
of energy, labor, and time .
Roy Sebag

Gold is a zero percent yielding,
risk -free bond, with finite
issuance and infinite duration.
Luke Gromen

Our New World Disorder will be
characterized by greater
volatility, higher inflation, and
deeper financial repression.
Alexander Chartres
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After our tour de force through the diverse gold universe, we want to
summarize our most important insights.
The past few years have shown that confidence in the US -centric
monetary and world order is increasingly waning. In line with our In Gold
We Trust report, the world& central banks are expressingtrust in gold , reflected in
an increase in global central bank gold reserves. The West still dominates the
international monetary system because of its high gold reserves. However, this
dominance is increasingly being called into question.
The share of gold in central banks Ocurrency reserves can be a suitable
reference point for private investors Oweighting of gold in their
portfolios.  The central banks of industrialized countries hold around 18% of their
currency reserves in gold.Our quantitative long -term analysis for the period 1970
to 2024, which we presented in last year® In Gold We Trust s p e clihadptinii
0, ¢ onc l thedidedl gold lalldation ranges between 14

and 20%.

Gold Reserves, Q4/2024

Per Capita, in USD % of Total Reserves % of GDP
China 135.55 USD 5.5% 1.0%
Euro Area 2,582.57 USD 62.4% 5.5%
Japan 569.92 USD 5.8% 1.8%
Canada 0.00 USD 0.0% 0.0%
Russia* 1,217.10 USD 29.5% 8.1%
Switzerland 9,814.85 USD 9.6% 9.3%
UK 380.81 USD 14.9% 0.7%
USA 2,037.16 USD 75.0% 2.3%
World** 379.12 USD 18.2% 2.8%

Source: IMF, World Bank, World Gold Council, Incrementum AG
*Q3/2024, **Q2/2024

Western financial investors now seem to be rediscovering gold, albeit
belatedly. This is demonstrated by the marked increase in ETF demand
in recent months.  One of the main reasons for this is the concern about latent
inflation and stagflation. As we explained earlier, we expect increased inflation
volatility and at least one more wave of inflation in the coming years. The hope that
inflation has already been beaten, and we will now return to the pleasant times of
the Great Moderation, has been dashed on tke rocks of reality. Due to increased
inflation volatility, the correlation between equities and government

bonds will likely remain positive, further strengthening the case for

negatively correlated portfolio hedges like gold.
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In terms of natural resource
investing, you e either going to
be a contrarian or you e going
to be a victim. There isnd much
by way of middle ground.

Rick Rule
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US CPI, yoy, and 5 Year US CPI Volatility, 01/19251 03/2025
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After gold, commodities are now likely to awaken from their slumber.
A commodity allocation offers investors three potential advantages:

- Positive long-term returns
- Low correlations with equities and bonds
- Hedging against inflationary pressure

Let us now look at commodities O6development relative to the stock

market. Loyal readers will know that the following chart has been one
of the most quoted in the In Gold We Trust  reportin recentyears .2 It
shows that the relative valuation of commodities versus equities remains
historically favorable. Compared to the S&P 500, the GSCI Commodity Index (TR)
has barely recovered from its historical low in April 2020. The ratio is currently
0.63, and therefore well below the long-term median of 3.93.

S&P GSCI Total Return Index/S&P 500 Ratio, 01/19711 04/2025
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o)

25 e would like to take this opportunity to once again thank Prof. Dr. Torsten Dennin, who came up with the idea for
this chart.
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Valuation of the Gold Price: Already Too
Expensive or Still Cheap?

The sharp rise in the price of gold raises the obvious question: Is gold
already too expensive?

Value does not exist outside the Readers of our report know: Value is subjective. Objective factors, such as
consciousness of men. production costs, often play a subordinate role in valuation. For example, the
Carl Menger market value of a masterpiece by Vincent van Goghis far higher than its

production costs. A glass of water in the middle of the desert is valued much
differently than one on the shores of Lake Wolfgang, and the first beer after a long
hike holds a higher value than the fifth. Nevertheless, we want to compare absolute
and relative prices to understand gold& valuation better.

Confidence is suspicion asleep. Inthe INnGoldWe Trustr e por t G2l Agefi 0, we deal't
John Exter in detail with JohnExter & t heor i es il Etdhreg Relbvarpeoer A
0. He saw gold as the tip of an invert

of this pyramid: While all pyramid elements are debt i even cash represents an
obligation of the central bank i gold is entirely free of liabilities and therefore the
only real alternative to fiat money.

Up to now, crises have led to a flight into US government bonds rather

than gold, which has kept the debt pyramid stable. This has changed
fundamentally in the wake of market turbulence after Liberation Day. Despite
heavy losses in stock markets, US Treasuries were also sold off, while gold was
accumulated. It is unclear whether this development represents a lasting change n
the reaction function. However, once confidence in US government bonds wanes,
the pyramid could collapse, and gold would become the last remaining safe haven.

EXTER'S PYRAMID
GLOBAL MARKET CAP OF ASSET CLASSES, IN USD TRN, 12/2024

upply 129**

Cash 9.6
® Bitcoin 1.9

Z
Gold18.2 &

swath Damodaran, BIS, ECONOVIS, IIF, Savills R ch
iew, World Bank, World Gold Council, MiningVist Incrementum AG *as of 12/2022, **as of 12/2023
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What& the difference between a
liquidity and a solvency event?
Usually about an hour and a
half.

Russell Napier

In reality, there is no such thing
as an inflation of prices, relative
to gold. There is such a thing as a
depreciated paper currency.
Lysander Spooner
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Exter was convinced that paper money would only function if it could

be fully redeemed in gold at any time ; otherwise , a collapse was
inevitable. The widening gap between the money supply and gold reserves
illustrates how far the financial system has strayed from a solid foundation. Exter &
warning is more relevant than ever in times of substantial monetary
experimentation: What would happen if financial assets, believed always

to be highly liquid, suddenly lost their liquidity and found themselves

with no bid? Then Exter& pyramid would collapse.

In our view, an absolute price comparison of a good denominated in a

fiat currency is misleading, especially over extended periods. The quality
and purchasing power of a US dollar today differs significantly from a US dollar in
1980 or even a US dollar in 2000. When the gold price reached its alktime high in
January 1980 of USD 850, the average American household income was around
USD 17,000 per year. Today, such a household income would mean living below
the poverty line. The level of debt has also changd significantly since then. While

the US was USD 863bn in debt at the time of the all -time high in gold in
1980, today it is already higher than USD 36bn, surging by a factor of
42.

One way to solve the problem of the incomparability of prices over time

is to use an inflation  -adjusted time series.  The following presents the gold
price in nominal and inflation -adjusted terms. We adjust the gold price using the
official CPI and the to consider two
different perspectives. In the inflation -adjusted view based on the official CPI
figures, gold exceeded its real alitime high of USD 2,684 from 1980 in October
2024. Based on the Shadowstats inflation calculation, the real all-time high of
USD 25,480 has not been reached. As is so often the case, the truth probably lies
somewhere in between.

Gold, (Nominal) and (US CPI Adjusted (Offical) i 03/2025) (lhs), and
(US CPI Adjusted (Shadowstats) i 03/2025) (rhs), in USD, 01/19707 03/2025
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Relative price comparisons are another method of valuation. These
indicate the exchange ratios of two goods over time. This representation is
particularly advantageous when comparing the exchange ratio of two goods with
standardized quality.
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The most important of these
rules is the first one: the eternal
law of reversion to the mean
(RTM) in the financial markets.
John Bogle

Oil fuels the world; gold calms it.
Market saying

Gold itself is nothing but energy
transformed.
Charles Gave

If Dr. Copper has a PhD in
economics, and is an expert on
the business cycle, then gold is a
professor with a Nobel Prize in
monetary debasement.

Charlie Morris
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The gold/oil ratio: extreme value reached

A key exchange ratio is the relationship between the price of gold and
the price of oil. ~ While gold is a monetary commodity, oil is the world & most
crucial consumer commodity. Following the oil price collapse in the wake of the
outbreak of the tariff conflict and the associated economic concerns, one ounce of
gold was worth 56 barrels of oil at the end of April. This is well above the long-term

median of 16. In this respect, oil appears to be

highly undervalued

compared to gold.

Gold/WTI Ratio, in USD, 01/1971i 04/2025
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What is the story behind this discrepancy between "current energy"
(oil) and "stored energy" (gold)? The main reason is the changingperception
of gold as a store of value From the early 1980s to 2015, the gold/oil ratio was
usually between 9 and 20 barrels per ounce; since2015, it has mostly been20 to

40.

With a gold price of USD 3,288 at the end of April and a normalization of the
gold/oil ratio towards the median of 16, the oil price would be USD 205.
Obviously, such an oil price would strain the fragile global economy to

its limits, though the likelihood of that scenario seems about as remote

as Leicester City & miraculous 2016 Premier League triumph. But we all
know what happened.

The gold/copper ratio: an economic ratio
Copper is the industrial metal par excellence . It has numerous applications
in various value chain areas for multiple products. It is interesting to note that in
the past, highs have been reached in times of both inflationary and deflationary
crises. The ratio has been on an upward trend since 2006.The median stands at
399, well below the current level, which recently reached historical extremes of
around 720. From a long -term perspective, copper appears significantly

undervalued relative to gold.
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Gold/Copper Ratio, in USD, 01/19711 04/2025
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Gold/silver ratio: the inflation-deflation indicator
The ratio between gold and silver The ratios described so far were cyclical indicators. The gold/silver ratio? is a
has been a market barometer for special case, as it serves as an excellent indicator of the interaction between
thousands of years. inflation and deflation. The economic background is plausible: silver has a hybrid
James Rickards character with monetary properties on the one hand and industrial demand on the
other.?” The relatively small silver market reacts sensitively to money flows from
the financial markets; the silver price usually rises even more strongly than the
gold price during gold bull markets. 28 However, gold also benefits in deflationary
phases.Therefore, the gold/silver ratio can also be described as a
deflation/reflation ratio.

The ratio, which has been rising since 2011 and is now extremely high
at 100, signals that inflation concerns have been priced out and that
recessionary forces are growing.

Gold/Silver Ratio, 01/19711 04/2025
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0
26 see A T
, B Gold We Trust report 2015
2T Eora thorough analysis of silver see chapter Aearching for the Silver Bullet: An Analysis of Silver Price Catalystsa
in this In Gold We Trust report
28 gee K , & Gold We Trust report 2023
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I may be early, but | & not
wrong.
Michael Burry

The hot hand fallacy occurs
when people expect random
sequences to exhibit systematic
reversals less frequently than
they actually do, causing them to
perceive streaks as predictive of
future success.

Richard Thaler

The moment your interest
payments exceed tax revenue,
your country officially becomes a
Ponzi scheme.

Michael Burry

incrementum

Status Quo of Gold & Conclusion 113

Conclusion: Some Parallels Between The Big
Short and The Big Long

The parallels between  The Big Short

both are based on a fundamental mispricing of the markets.

and The Big Long are striking;

While in
2008 a small group of Wall Street outsiders recognized that the real estate market
was based on a mirage of systematically mispriced risks and excessive debt, today
we are faced with an even greater mispricing of the value of fiat currencies, the
global debt burden, and ultimately, gold itself.

A common cognitive bias, humorously illustrated in The Big Short, is the so-called

, the mistaken belief, studied by Nobel laureate Richard Thaler,
that recent trends will likely continue. Considering a potential paradigm shift in
financial markets, this assumption reveals how dangerous it can be.

One example is the supposed infallibility of MAG 7 shares, which has
been proven wrong recently. Another prime example of the hot-hand fallacy is
the dominance of the US dollar in the global financial system. In past decades, the
US dollar was unchallenged as the worlds reserve currency. However, to conclude
that this status will last forever means completely ignoring monetary history. Lead
currencies such as the Florentine fiorino d@ro, the Spanish real, the Dutch guilder,
and the British pound have come and gone, and lead currencies will continue to
come and go. The gradual dedollarization process fits in seamlessly with these ups

and downs.2®

Another example of the hot-hand fallacy is the supposedly irrefutable negative
correlation between positive real interest rates and the gold price trend. For
decades, it was a given that rising real interest rates weakened gold, while negative
real interest rates boosted gold. But this iron law no longer seems to apply.

In Gold We Trust
0 comes i n:

This is where our report 262G
The ol d

are becoming less and less meaningful.

correlations
The recent price action has again
shaken the assumption that government bonds are risk-free. It also shows that
inflation was not a short -term phenomenon that could be brought back under
control by aggressive interest rate hikes. The mechanisms to slow down gold
could even be reversed in the new era of financial repression.

0
29 gee K , t Gold We Trust report 2024; A

, & Gold
We Trust report 2024; A , th Gold We Trust report 2023; A
, B Gold We Trust report 2023; A

, t Gold We Trust report 2022

| #IGWT25


https://twitter.com/IGWTreport
https://www.linkedin.com/showcase/ingoldwetrust-report/
https://ingoldwetrust.report/
https://www.incrementum.li/en
https://en.wikipedia.org/wiki/Hot_hand
https://ingoldwetrust.report/download/34291/?lang=en
https://ingoldwetrust.report/download/34291/?lang=en
https://ingoldwetrust.report/download/34291/?lang=en
https://ingoldwetrust.report/download/34291/?lang=en
https://ingoldwetrust.report/download/34291/?lang=en
https://ingoldwetrust.report/download/26952/?lang=en
https://ingoldwetrust.report/download/26952/?lang=en
https://ingoldwetrust.report/download/26952/?lang=en
https://ingoldwetrust.report/download/19434/?lang=en
https://ingoldwetrust.report/download/19434/?lang=en

Status Quo of Gold & Conclusion 114

US 10V, 01/18711 04/2025 21 Bond Bear
Market
16% - . (19461 1981)
incrementum

14% A

12% A

10% A

8% A 1s'Bond Bear 3 Bond
Market Bear Market
6% - (189971 1920) (20207 ?)

4% A

2% A

0% 4 T T T T T T T T T T
1871 1886 1901 1916 1931 1946 1961 1976 1991 2006 2021

——us 10y
Source: Yale.edu, Incrementum AG
I@n standing in front of a Our analyses have shown that gold is more than just a commodity it
burning house, and | &n offering represents conserved energy, labor, and time units. Gold offers a real
you fire insurance on it. store of value as a debtfree asset, whereas fiat money and other monetary systems
Steve Eisman are based on debt, which must constantly grow. In times of dwindling confidence

in the US-centered monetary and world order, more and more central banks are
focusing on expanding their gold reserves to ensure the stability of their currency

reserves.
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With kind permission of:

Without question, the greatest
invention in the history of
mankind is beer. Oh, | grant you
that the wheel was also a fine
invention, but the wheel does not
go nearly as well with pizza.
Dave Barry

Alcohol is like Photoshop for real
life.
Will Ferrell
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In Gold We Trust Extra: Incrementum
Gold/Oktoberfest Beer Ratio®°

On September 20, i t& avp i { AralgJvemifrihe priee ofiaO
Maf of beer at Oktoberfest 2025 has not yet been announced, one thing is sure:
Due to the massive increase in the purchasing power of gold, goldloving
Oktoberfest fans will have to be careful not to put their health at risk. This is
because the gold price frenzy makes a special kind of beer frenzy possible, even if
the price of a Mal? of Oktoberfest beer also continues to rise. Last year, the EUR 15
mark for one Maf3 was broken for the first time.

With 182 Mal3 of Oktoberfest beer per ounce of gold, at an estimated EUR 15.70
per liter 31, gold investors will be able to treatthemselves to 34 more Maf at the
upcoming Oktoberfest than last year and 63 more than in 2023.

So is gold at the Wiesn  already excessively overpriced? Despite the
marked increase in the purchasing power of gold, the current ratio is still well
below the high of 227 Maf3 in 1980. However, the current Oktoberfest beer
purchasing power is now well above the 76year average of 91 MafR3.

Gold/Oktoberfest Beer Ratio, 19501 2025
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Gold/Oktoberfest Beer Ratio

Source: Statista, LSEG, Incrementum AG

Anyone who has bet on gold in recent years will not be sitting on dry

land at the Oktoberfest. Especially given the pronounced gold price rally, they
can also enjoy the other culinary delights of the Oktoberfest, such as roast chicken,
Obatzda, and beer radishes in addition to their beer.

o]
30 e take a closer look at the Gold/Oktoberfest Beer ratio every fall in an In Gold We Trust special, when the
Theresienwiese is a hive of activity. For last year In Gold We Trust special, see A
& In Gold We Trust special, October 2024
31 we assume that the price of a MaR of beer will increase by 2.7% this year, as in the previous year.
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You realize how old you are
when you tell a kid you had
phones attached to the wall. They
look at you like you just said you
rode dinosaurs to the iPhone
store.
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In Gold We Trust Extra: Incrementum
iPhone/Gold Ratio®?

i Wh at
its price. In line with this motto, gold investors may now think the

iPhone has lost quality. After all, in gold terms, the price of an iPhone

As of mid-April, the current model, the

costs nothing

has plummeted in recent years.
iPhone 16 Prowith 1 TB of memory, costs just 0.50 ounces of gold. At its market
launch in the fall, it was still 0.64 ounces. In 2007, the very first iPhone cost 0.92

iT sor imother wwérds, qualitythasn g ! 0

Chris Rock ounces of gold. The average price since 2007 is 0.74.

iPhone/Gold Ratio (Ihs), and Gold Price and iPhone Price (rhs),
in USD, 20071 2025
2 -
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iPhone

Source: venturebeat.com, LSEG, Incrementum AG
*Gold Price as of 04/15/2025

For significantly less gold, however, the buyer gets significantly more
iPhone. The performance of the iPhone 16 is entirely distinct from that of the first

iPhone generation.

2007 2012 2017 2024 2024 vs. 2007

iPhone iPhone 5 iPhone X iPhone 16 Pro
Working memory 128 MB 512 MB 4GB 8 GB 64 x
Memory 16 GB 16 GB 512 GB 1TB 64 x
Megapixels 2 8 12 48 24 x
Cameras 1 2 2 3 3x
Battery 1150mAh 1440mAh 3174mAh 3577 mAh 3.1x
Resolution 480 x 329 640 x 113§ 2436 x 112f5 2622 x 120§ 28

(163 ppi) (326 ppi) (458 ppi) (460 ppi)

The price development in USD, however, tells a very different story.
The introductory model in 2007 cost USD 599; today® model is USD 1,599, which
is more than 150% more. This corresponds to an annual iPhone inflation rate of

They&e done it again. The new
iPhone is thinner, lighter, and
faster. Because what we all
really need in life is less physical 5.9%. As you can see, gold increases its purchasing power even for
presence and more speed. technologically advanced products.

Conan O @rien

0

32 We will return to the iPhone/gold ratio in more detail this fall in an In Gold We Trust special when the new iPhone
is presented. For last year& In Gold We Trust special, see A 4 In Gold We Trust
special, September 2024.
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And when the snow dusts /
And when the sun shines /
Then | have all the happiness
united in me / | stand on the
summit, look up into the valley /
Everyone is happy, everyone
feels good.
iSchifoano,
Ambros

No friends on powder days!
English slope wisdom
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In Gold We Trust Extra: Incrementum Gold/Ski
Ticket Ratio®®

Although the 2023/24 winter season was not particularly snowy, at
least in the Alps, it had an above -average amount of sunshine. This
flood of sunshine certainly compensated all those who paid for their

ski tickets in euros because ski ticket prices rose s ignificantly this year.

At an equally weighted index of 11 ski resorts in Salzburg, Tyrol, and Vorarlberg3
tickets rose by an average of 6.0% compared to the 2023/24 winter season. This is

less than the 10.2% rise in the previous year and the 8.1% in the 2022/23 winter

Wo | f gseason, but still significantly more than the long -term average since the 1990/91

winter season of 3.5%.

Gold investors not only enjoyed the sun this winter season but also a sharp fall in
ski ticket prices. While in the last two winter seasons an ounce of gold

bought 27.6 day tickets, this year it was 35.2 day tickets, that is, 7.6

tickets or 27.5% more , thanks to the sharp rise in the price of gold in euros of
35.6% in calendar year 2024.

Therefore, the 2024/25 winter season was the most extensive ski season for gold
investors. The previous record of 29 day tickets from the 2012/13 winter season
was pulverized this year. Compared to the 1998/99 winter season, when an ounce
of gold only bought 8.5 day tickets, you could schuss down the slopes for more
than four times as long this year. It should also be noted that the quality of the
Austrian ski resorts (lift facilities, kilometers of runs, mechanical snowmaking,
etc.) is improving year on year.

Gold/Ski Pass Ratio, WS1990/911 WS2024/25

40 -

o5 ] incrementum
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One-Day Ski Pass Index Austria
Source: ZUKUNFT SKISPORT, LSEG, Incrementum AG
0
33 For the In Gold We Trust special from this winter, see A & In Gold We

Trust special, January 2025. We will publish an update again next year in time for the Hahnenkamm Races in
Kitzblhel at the end of January.
34 The eleven ski resorts are: Stubai Glacier, Kitzblhel, Obertauern, Kleinwalsertal, Arlberg, Wilder Kaiser, Sélden,
Wagrain/Snow Space, Fiss, Steinplatte and Schmittenhéhe. We would like to thank Guinther Aigner from

for the data. Mr. Aigner is one of the most renowned experts in the field of Alpine winter tourism.
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The one thing that unites all
human beings, regardless of age,
gender, religion, or ethnic
background, is that we all believe
we are above-average drivers.
Dave Barry

The freedom of the open road is
seductive, serendipitous, and
absolutely essential to the
American spirit.

Jack Kerouac
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In Gold We Trust Extra: Incrementum
Gold/Gasoline Ratio®

In a few weeks, it will be that time again. As in every year, countless
people will travel across the US to celebrate the 4th of July holiday with
friends and family. The car remains the most important means of
transportation in the US, so the price of gasoline strongly influences satisfaction
with politics and consumer confidence. The less money spent on gasoline, the

more cash remains for other expenses.

This is especially true for gold investors, for whom gasoline is cheaper than it has
been in a long time. In March, one ounce of gold could buy 923 gallons of
gasoline. This just missed the old record set in February 1978.

Gold/Gasoline Ratio, 01/1978i 03/2025
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Source: Federal Reserve St. Louis, World Gold Council, Incrementum AG

For drivers, the decisive factor is not how many gallons they can buy
with an ounce, but how far they can drive with it. And the range per ounce
of gold depends on thei rapidly falling i average miles per gallon. At the end of
the 1970s, one gallon would take you just under 17 miles; today it is almost twice as
far. This means that in 1978, one ounce of gold would let you tavel around 5,200
miles, whereas in March, you could drive more than 30,000 miles, or almost six
times as far.

This shows once again for gold investors: From the Oktoberfest to the Apple
Store, from ski resorts to gas stations, gold investors enjoy exclusive discounts
compared to those who spend euros or dollars. Their gold buys them far more than
traditional currencies ever could. This reaffirms our longstanding

conviction: Gold excels at preserving purchasing power over time. That

is, and always has been, its greatest strength.

o)

35 We are publishing a detailed presentation in time for the US Independence Day celebrations on July 4. For last
year® In Gold We Trust special, see A &In Gold We Trust special,
July 2024
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1970s, 2000s, 2020s...:
Déja Vu in Two Acts a

Act Two

The chase is better than the catch.

H.P. Baxxter

1 Golden prospects for a continuation of the bull
market: numerous enantiodromic developments
are creating an environment that favors gold &
characterized by uncertainty, volatility and a loss
of confidence. What is becoming a stress test for
the classic 60/40 portfolio is the ideal stage for
gold's relative strength.

1 A look back at history highlights the potential of
the coming years: in both the 1970s and the
2000s, the gold price multiplied after the first half
of the decade.

i Performance gold in the form of silver and gold
mining stocks could benefit disproportionately in

the wake of gold and become The Big Long of the

second half of the decade alongside gold.

1 The moderate performance of the commodities
sector so far in the current decade opens up
scope, especially if structural bottlenecks,
geopolitical fragmentation, and investment
restraint come to a head.

1 Following the recent rally, the decade-end target
of USD 4,800 in the base scenario announced in
2020 is rapidly approaching. Depending on
macroeconomic developments, the gold price is
likely to settle in a corridor between USD 4,800
and USD 8,900 4 the inflationary scenario 4 by the
end of the decade.

1 The new 60/40 portfolio has significantly
outperformed the old 60/40 portfolio since the
publication of last year's In Gold We Trust report.
Current conditions suggest that this trend is likely
to continue in the future.
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Everything flows, nothing stays.
Panta rhei, ouden menei.
Heraclitus

The state is that great fiction by
which everyone tries to live at
the expense of everyone elsé
especially through tariffs.
Frédéric Bastiat

Deals are my art form. 1 like
making deals, preferably big
deals.

Donald J. Trump
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The Enantiodromic Moment of Gold

History teaches us with a quiet but insistent voice: Where extremes prevalil, the
potential for reversal grows. States that are overstretched or exhausted tip over
into their opposite. This principle, known by Heraclitus as

enantiodromia , can be seen today as if through a magnifying glass in
numerous political, social, and economic developments. We are

witnessing the turning of an old script into a new chapter.

Globalization, once the unstoppable pulse of the world economy, is increasingly
being overshadowed by the beat of protectionism. A prime example is the new US
customs regulations introduced by the Trump administration, which are causing
great unease in trade policy.
According to the , the average tariff rate on US imports

is expected to reach 27%  (pre -substitution rate as of April 9) , alevel

last seen over 100 years ago.  However, the calculations should be treated with
caution, as neither a withdrawal of the announced and delayed tariffs nor the
introduction of new trade barriers can be ruled out. The post-substitution rate, i.e.,
the rate that would be realized after estimated substitution effects, is 18.54% as of
April 9, according to calculations by the Yale Budget Lab.

Average US Tariff Rate on Total Imports and Dutiable Imports,
70%1_7901' 2025e*

incrementum
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Source: Douglas A. Irwin, Tax Foundation, Yale University The Budget Lab, Incrementum AG
*Forecast for 2025 takes into account the tariffs announced until April 9.

At the same time, it should be noted that the US was one of the Western

countries with the lowest average import tariffs until recently. In this
respect, the reorientation of trade policy can be interpreted at first glance, at least
in part, as an attempt at a reciprocal policy. However, this idea is only partially
effective: The new measures overshoot the mark and are not based on the actal
tariff rates of other nations, but take the US trade deficit as the political

benchmark. Reciprocity thus becomes less of a balanced mechanism and more of a
justification for a far -reaching, structurally more aggressive trade policy.
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An eye for an eye makes the
whole world blind.
Mahatma Gandhi

If you get on the wrong train, get
off at the nearest station. The
longer it takes you to get off, the
more expensive the return trip
will be.

Japanese proverb
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Average Tariff Rates of the USA and Its Top 15 Trading Partners,
2024
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The chart shows that, before Liberation Day on April 2, US import tariffs on the 15
largest trading partners were generally lower than the tariffs those countries
imposed on US goods, both on a simple average (3.3%) and tradeveighted
average (2.2%) basisThus, on average, the USA was more open to imports than
most other major economies. It is important to note that these are the tariff rates
under the most-favored-nation clause 0 that is, the regular WTO tariff rates & not
the actual bilateral tariffs. In cases where free trade agreements existed, such as
with Canada and Mexico, tariffs were effectively zero for the covered product
groups.

The macroeconomic climate is about to change profoundly, while the

fear of deflation that has lingered like a shadow over decades of

monetary policy is giving way to the reality of new inflationary

volatility, even in otherwise structurally deflation -plagu ed Japan.

CPI Japan, yoy%, 01/20007 03/2025
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Not only the level but also the duration of inflation is historic. For 36
consecutive months, Japan & CPI inflation rate has hovered above the
2% mark T the most -extended phase in over 40 years.

The financial and monetary structure is not unaffected by self-regulating
exhaustion. Where centralization and regulation have long dominated,
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18n not afraid of death; | just
dond want to be there when it
happens.

Woody Allen

Man plans and God laughs.
Jewish proverb
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the pendulum is now swinging towards decentralization. This can be
seen in the digital revolution of Bitcoin & Co. and political debates
about national sovereignty and the streamlining of the state apparatus.
The most prominent example of this development is the newly created

(DOGE), whose aim is to reduce bureaucracy in the US
significantly. demonstrates that this change in political
attitude is not limited to the US: President Javier Milei is pursuing a similar
course, albeit with much tighter reins and more ideologically uncompromising
rhetoric. However, it can be assumed that the success othis project will be like

that of a sunlight diet undertaken by The Notorious B.I.G.

Enantiodromia is unfolding its peculiar drama on the financial

markets. Markets go through extreme boom-bust cyclesi from overvalued tech
stocks to neglected commodities.Periods of sluggish volatility are followed

by phases in which geopolitical tensions and inflation fears take over.

The zero interest rate policy era, fueled by seemingly inexhaustible

liquidity, is over. Instead, we have recently experienced one of US

his tory & most rapid interest rate turnaround cycles.

Fed Rate Hike Cycles, Federal Funds Rate, 19671 2023
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While central banks are experimenting with multipolar currency architectures, the
longing for stability is growing. Decades of trust in paper money are being visibly
eroded. And so, a commodity that had supposedly fallen out of time is coming back
into the light and experiencing its own enantiodromic moment: gold. From a

non -interest -bearing relic  to the ultimate store of value for investors

and institutions in a world reorganizing itself or at least trying to.

Under the Spell of Uncertainty

The multitude of enantiodromic developments creates an environment
that is particularly favorable to gold, as the current climate is one thing
above all: uncertain. Inflation fears, an exploding debt burden due to fiscal
carelessness, persistent geopolitical tensions, and the regularly recurring fear of a
recession create a climate tantamount to a superGAU for traditional assets. Not so
for gold. What represents a stress test for the classic 60/40 portfolio is

the ideal stage for gold.
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To confront a person with their It is hardly surprising, or at least it shouldn & be, that gold has become the leading
shadow is also to show them asset among the major asset classes this decad&ince 2020, when we

their light. If you experience post ul ahteedwnif 0, gold has not only
standing between the two outperformed tangible assets such as real estate and the broad

opposites a few times, you begin commodities market, but also US government bonds and US equities,

to understand who you are. even after considering dividends.

Those who perceive their Gold, S&P 500 TR, BCOM TR, US 20Y Index TR, and US National
shadows and their light at the 220I-_lome Price Index, in USD, 100 = 31.12.2019, 01/202071 04/2025
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Nevertheless, this has caught many market participants on the wrong
foot. Even the price performance of the past 12 months surprised many
institutional investors. A look at the World Bank Group & forecasts in its

hteOuff 0 underlines this:
An average gold price of just USD 2,100 was expected for 2024, with a

publ i cat iCommootf Mat

decline to USD 2,050 in 2025. In retrospect, the gold price expectations were
as realistic as the budget plan for constructing the new Berlin Airport.

The Economic Policy Uncertainty Index and the Geopolitical Risk Index provide a
reliable measure of global economic and geopolitical uncertainty. The combination
of both indicators makes it clear that the current market environment is
characterized by an exceptionally high level of uncertainty, driven by

Courtesy of Hedgeye economic and geopolitical factors.

Global Economic Policy Uncertainty Index, and Geopolitical Risk
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Source: Economic Policy Uncertainty, Incrementum AG
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Inflation is always and
everywhere a monetary
phenomenon.

Milton Friedman

The fact that an opinion has been
widely held is no evidence
whatever that it is not utterly
absurd.

Bertrand Russell
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Monetary exodus

Enantiodromia threatens to become a systemic stress test in a system that has long
relied on permanently low interest rates and constant liquidity. Recent data

from the University of Michigan shows that consumers dinflation
expectations for March 2026 have risen to 6.5%, a marked increase
compared to 2.8% at the end of 2025. Long -term expectations for the

next five years climbed to 4.4%, the highest level since the early 1990s.

US Median Inflation Expectations over 1 and 5 Years, 01/2010i 04/2025
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Even if forecasts and survey figures onmacroeconomic indicators should always be
interpreted with a certain degree of caution, a clear picture is emerging: The
perception of currency devaluation and the associated uncertainty are deeply
rooted in the collective consciousness and are therefore ikely to have a significant
influence on financial decisions, particularly on investment.

Despite interim interest rate hikes, the Federal Reserve has not yet succeeded in
anchoring the inflation target of 2% in the long term. Over the long term, the PCE
inflation path is currently above the average target of 2% set by the Federal
Reserve. Thisputs the central bank in an awkward position: The attempt to
ensure stability over the years through cheap money now results in its

opposite.

US PCE Index Assuming Target Average of 2% Inflation, and US
130PCE Index, Q1/20001 Q1/2025
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Lenin was certainly right. There
is no subtler, no surer means of
overturning the existing basis of
society than to debauch the
currency. The process engages
all the hidden forces of economic
law on the side of destruction,
and does it in a manner which
not one man in a million is able
to diagnose.

Lyn Alden

Not a sound but the wind. There
are no goblins near, or my ears
are made of wood.

Gimli

The key to winning is poise
under stress. We prepare for
that. We have a playbook, and
we trust it.

Nick Saban

| was seldom able to see an
opportunity until it had ceased to
be one.

Mark Twain
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At the same time, the US national debt is reaching new record highs. At the
beginning of March 2025, it amounted to USD 36.56trn or around 124% of GDP.

The rapid growth in debt is significantly increasing the federal budget
interest burden. For the 2024 financial year, interest payments
amounted to around USD 1.1trn, around 16% of total government
spending.

These developments pressure the Federal Reserve to adjust its monetary policy.

Rising inflation expectations could limit the scope for interest rate cuts, while the

high debt burden limits the scope for fiscal policy action. At the same time, Donald

Trump, a president who is a proponent of low interest rates and a weak US dollar,

is sitting in the White House and regularly trying to interfere in the independent

decision-making process by any means necessary.

One thing is sure: The monetary exodus has begun. Not as a panic
flight, but as a rational march, borne by the realization that systems

cannot resist their internal equilibrium forever. Those who recognize the

wind before the storm breaks can set their sails in good times: in the direction of

stability, in the direction of substance, in the direction of gold.

New playbook meets old playbook

For a long time, the gold market followed an almost mechanical logic: If real

interest rates fell, the gold price rose; if interest rates rose, the gold price came

under pressure. This "old playbook" shaped the behavior of Western financial

investors for decades. What is currently emerging on the gold market goes beyond

these linear relationships. We described the fundamental changes in the In

GoldWe Trust report 20 24ecvatldi 0,
increasingly complementing the old one, but not replacing it.

whi ch

Driven by the expectation of falling real interest rates and growing geopolitical

uncertainty, capital flows from Western financial investors into physical gold,

ETFs, and futures positions are increasing significantly again. After years of

restraint, the institutional West is beginning to rethink and expand its
strategic gold allocation.

The latest data from the World Gold Council shows that ETF inflows in Q3/2024
turned net positive again for the first time since Q1/2022. This shows a clear

upward trend in aggregate net inflows from central bank demand, which has

recently been driven prim arily by demand from Asian central banks, and Western-

dominated ETF demand.
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Central Bank, ETF, and Net Gold Flows, in Tonnes, Q1/2010i
Q1/2025
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The road not taken looks good Coupled with the continued steady demand for gold from the East, which we
now. described as one of the key factors in ourln Gold We Trust report 2024, the return
Taylor Swift of Western gold investors should make the demand side as lively as the front row

of a Taylor Swift concert in the future, even if the gold market tends to be less
about glitter and fangirls and more about sterile central bankers and grey-templed
asset managers.

Gold at USD 4,800 a Destiny or lllusion?

History is repeating itself i at least in part. This news should currently delight gold
investors: It is a déjavu ofa golden decade like the ones we experienced

in the 1970s and 2000s.  Back in 2020, at the beginning of the current decade,
we pointed out the increasing signs that gold could once again be on the verge of a

structur al upswi ngheDwmiegof avceldewbeoati@: i n A

As unpleasant as the dynamics in general are, the conditions for gold could

not be better, given massively overindebted economies, which, as a last

resort, use the devaluation of their currencies to finance their deficits. For

these and a number of otherreasons, we take a broad view a
Dawning of a Golden Decadeo.

The Dawning
of a Golden
Decade

Now, halfway through the 2020s, our assessment has proved correct. Since 2020,
the price of gold has more than doubled in US dollars and set numerous new alt

time highs in all currencies.

incrementum
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Gold, in USD, and New ATH Closes, 01/1970i 04/2025
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The thrill isn & in the winning, it & The fact that the current gold bull market may still be far from over can be seen in

in the climb, the struggle, the the chart above, which shows all daily all-time highs for gold in US dollars on a
highs and lows of the journey. closing price basis.As of April 30, gold has already marked 76 new all -
Billie Jean King time highs since the beginning of the current golden decade. By

comparison, there were 209 new highs in the bull market of the 1970s
and 106 in the 2000s. A look at these numbers suggests that the current cycle
may still be far from having exhausted its potential.

The market environment and sentiment appear even more favorable today than at
the beginning of the decadei a foundation that could pave the way for the second
act of this golden chapter. Gold is about to become the strategic Big Long

of the coming years.  Here, we will try to answer whether this déja vu will
continue and, if so, what gold price can be expected by the end of thiggolden
decade.

We will use our Incrementum Gold Price Model presented in the In Gold We Trust

report 2 0 2 Ohe A © as a valuatndon benchmat
update our base scenario formulated at that time with a target price of

USD 4,800 by the end of this decade.

People dond remember books; In this analysis, however, we will first look at the past: What parallels and
they remember sentences. differences can be identified between the gold bull markets of the 1970s and 2000s
Morgan Housel and the current cycle? What was the economic and political environment like in

each case? And how did the gold price develop under comparable conditions?n
addition, we examine the dynamics of performance gold, i.e. silver and mining
stocks as well as commodities in a decadal comparison to analyze whether they
also have the potential to become theBig Longs of the second half of the decade.

Gold bull market: then as now?

Life can only be understood Significant macroeconomic developments marked each of the golden

backwards, but it must be lived decades. Inflation and interest rates, changes in the money supply, and overall

forwards. economic trends played crucial roles in influencing the gold price. To provide a

Sgren Kierkegaard clear overview, we analyze the five most important macroeconomic
incrementum
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Bonds are the benchmark; gold
is not just in a bull market but in
a super bull market.

Charlie Morris

When it comes to money,

everyone is of the same religion.

Voltaire

1@n back. | dond know if this is a
good thing or not.
Mario Lemieux
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factors affecting the gold price: inflation, M2 money supply growth,
debt trends, real interest rates, and real GDP growth.

Our analysis focuses on the US, where the best data and statistical comparability
are available. Nevertheless, the historical gold bull markets were not limited to the
US but had a global impact. In the 1970s, numerous countries suffered from high
inflatio n and currency turbulence. During these years, gold recorded significant
price increases in almost all national currencies. The gold boom was also present
worldwide during the 2000s, even if the appreciation of the euro, pound sterling,
and other currencies was sometimes somewhat dampened by the dollas
depreciation.

The current bull market fits seamlessly into this pattern: Gold has reached new all-
time highs in all currencies. This is a strong indication that the underlying

drivers T pandemic, inflation, overindebtedness, and geopolitical

tensions 1 are global in nature and influence the gold price not only

regionally but worldwide.

Inflation

The 1970s were characterized by the secalled Great Inflation , a long-lasting phase
of high inflation rates. After the first oil price shock in 1973, inflation reached
double digits. In the US, it remained above 10% for several years and

peaked at 14.8% in March 1980 , the highest level in the post -war

period.

By contrast, inflation was moderate in the 2000s. Driven by globalization,
technological efficiency gains, and disciplined monetary policy, the inflation rate in
the US mostly hovered between 2% and 3%. It was not until the commodities boom
in the mid -2000 s that there was a moderate rise, with inflation reaching its highest
level since the 1990s at5i 6% in the summer of 2008. Following the global

financial crisis in 2007/08, however, the inflation rate briefly slipped into
deflationary territory.

The 2020s saw a comeback of inflation:

inflation soared to its highest level in 40 years in 2021/22 because of supply chain
problems, pandemic-related catch-up effects, and massive stimulus.In the US,
inflation reached 9.1% in June 2022, the highest level since 1981.

Inflation rates in Europe were even in double digits at times in

2022/23.

Let& look at the 2020s to date in a decade comparison. A remarkable pattern
emerges: Cumulative inflation in the current decade has even exceeded that of the
1970si the decade that is generally considered to be synonymous with inflation.
Halfway through the decade, cumulative inflation is now between the level of the
1970s and that of the 2000s. What is striking is that in both comparison

periods, the second half of the decade was more inflationary than the

first, whether due to geopolitical shocks, commo dity shortages or fiscal

stimuli.
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The first panacea for a
mismanaged nation is inflation
of the currency.

Ernest Hemingway

Giving money and power to
government is like giving
whiskey and car keys to teenage
boys.

P. J. O ®Rourke
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US CPI, 100 = Decade Start, 12/19691 03/2025
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While inflation has recently fallen noticeably, core inflation rates remain

stubbornly at elevatedlevels, raising the question of whether inflation could fiseize
upoas it did in the 1970s. If this is the case, it would represent a further strong
tailwind for gold. Several developments currently suggest that this

pattern could repeat itself:

- Geopolitical tensions continue to rise, from ongoing conflicts in Eastern
Europe and the Middle East to the growing rivalry between the US and China.

- Reindustrialization and deglobalization are leading to rising production
costs and structural supply shortages.

- Wage -price spiral gains momentum : Wages have risensignificantly in
the US and Europe, andcompanies are passing onthe higher costs.

- Energy prices remain volatile , hot least due to a reluctance to invest in the
fossil fuel sector and uncertainties in global energy architecture.

- Growth -oriented fiscal policy in many industrialized countries are
launching new spending programs despite high debt levels, for example in the
defense, energy and social sectors.

- Increasing political pressure is being put on central banks to cut
interest rates before inflation is fully contained.

Money supply growth

The development of the money supply and debt is also behind inflation. In the
1970s, the money supply grew significantly, not least due to the financing of the
Vietnam War and social programs as well as the move away from the gold
standard. Nevertheless, the increases of around 10 12% per year were not as
extraordinary as those we saw at the beginning of the 2020s.2020/21 saw
historic records: M2 in the US grew by 27% yoy at times, faster than

ever in the inflation ~ -driven 1970s or under Q1 i 3.

This unprecedented surge in liquidity was not only seen in the US but also in many
other countries and laid the foundation for the subsequent wave of inflation. The
year 2022 then saw a historic turning point: the US money supply shrank for the
first time since the 1950s.Now, at the halfway point of the decade, the

cumulative growth in the money supply since 2020 is roughly at the

level of the 2000s T despite the massive increase at the beginning.
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Houston, we have a problem.
Jim Lovell (Tom Hanks)

You cannot be serious!
John McEnroe
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US M2, 100 = Decade Start, 12/1969i 03/2025
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The 2000s initially saw moderate increases in the money supply. It was only with
the QE programs after 2008 that money supply growth accelerated somewhat.

Debt development

The 1970s began with comparatively low debt ratios I US government
debt was around 35% of GDP. Although high inflation devalued the existing
debt in real terms, interest costs rose significantly at the same time. As can be seen
in the chart, the debt bomb began to explode in the middle of the decade, when the
US government responded with an expansiwe fiscal policy to stagnating economic
growth (stagflation), structurally high unemployment, and rising defense spending
under President Carter. The massive interest rate hikes under Paul Volcker to curb
inflation contributed to debt expansion through higher financing costs.

US Debt, 100 = Decade Start, 12/19691 03/2025
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In the 2000s, on the other hand, debt rose relatively steadily until the global
financial crisis of 2007/08, before exploding due to the rescue packages and
economic stimulus programs.

In the 2020s, however, we experienced the debt explosion at the beginning of the
decade, driven by unprecedented fiscal stimulus in the wake of the COVID 19
pandemic, combined with emergency programs, helicopter money, and massive
government spending.
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How many millionaires do you
know who have become wealthy
by investing in savings accounts?
| rest my case.

Robert G. Allen

What makes something special is
not just what you have to gain,
but what you feel there is to lose.
Andre Agassi

Learn how to see: Realize that
everything connects to
everything else.

Leonardo Da Vinci
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This means that the debt trend in the current decade is already well

above the level of the 1970s and 2000s at the respective halfway points.

It is also striking that in both previous decades, debt in the second half increased at
around twice the rate of the first i is this a pattern that could continue in the
current decade?

Real interest rates

In all periods under review, real yields were only just positive or even

negative over long periods. In the 1970s, double-digit inflation in the second
half of the decade literally ate up the real return on fixed-interest investments. In
the 2000s, too, real value growth for savers was extremely meagrei even if
moderate inflation rates and a comparatively moderate monetary policy ensured
stable conditions for a while, until the 2007/08 global financial crisis.

At the beginning of the current decade, real interest rates were deeply

negative i attimes between -5% and -7% 1 because of the wave of

inflation coupled with persistently low interest rates. It is not without

reason that such an environment forgeldconsi dered

This is also shown in the following chart based on the development of the US real
interest rate index, normalized to 100 at the beginning of each decade. In the first
half of the 2020s, the real interest rate index fell by around 8%, while real interest
rates in the first half of the 1970s and 2000s yielded slightly positive returns.
Thus, to date, the current decade marks the most negative real interest

rate phase in our historical comparison.

US Real Rate Index, 100 = Decade Start, 12/1969i 03/2025
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In the late 1970s, central banksi above all the Feceral Reserveunder Paul Volcker
i finally succeeded in raising interest rates well above the rate of inflation.
However, this came at the price of a deep recessionln the 2020s, monetary

policy leeway is much more limited: The sharp rise in debt and the

vulnerability  of financial markets make sharp interest rate hikes

riskier.
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I work all night, | work all day,

to pay the bills | have to pay.
And still there never seems to be
a single penny left for me.

That® too bad.

ABBA

If it & debt financed, you cannot
increase GDP. You can only
increase components of GDP.
Lacy Hunt
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Real GDP growth

The 1970s are regarded as an economically lost decade: Several
recessions, high inflation, and structurally weak growth led to the infamous
stagflation. Triggers included the oil price shocks in 1973 and 1979, an inefficient
supply side, and political uncertainty. Although real GDP grew by 14% in the first
half of the decade, it was highlyvolatile. The second half brought more dynamic
development with real growth of 21% 1 but under considerable inflation and

interest rate pressure.

The 2000s began with stable global growth, boosted by technologization, a
moderate interest rate policy, and the economic rise of China. The commodities
sector flourished, and gold benefited. In the first half of the decade, real US GDP
grew by 13%, beforethe global financial crisis of 2007/08 causedcumulative
growth to slump to 5% in the second half.

The 2020s have so far presented a hybrid picture: The pandemicrelated slump
was followed by a strong recovery thanks to fiscal and monetary stimulusi with
overheating effects, supply bottlenecks, and inflationary pressure. There are now
increasing signs of a renewed slowdown.Cumulative real GDP growth in the

first half of 2025 was 12%, slightly below the level of
are comparing.

the two periods we

US Real GDP, 100 = Decade Start, Q4/19691 Q1/2025

140 1

incrementum
2nd Half:
130 A .
15t Half: 1970s: 21%
1970s: 14%
120 A
110 4 /\/\—\
,,r//l
100 4 _/\/
90 T T T T T T T T T T
0 4 8 12 16 20 24 28 32 36 40
Quarters
Halftime —— 1970s 2000s 2020s

Source: LSEG, Incrementum AG

While the second half of the 1970s and 2000s were characterized by strong
economic contrastsi the 1970s with an upswing under inflationary stress, the
2000s with an abrupt crash i it remains to be seen whether the second half of the
2020s will prove stron ger or more fragile. The starting position is historically
unique: high debt, geopolitical uncertainty, demographic headwinds,

and limited monetary policy maneuverability form a tension likely to

shape the rest of the decade.

With time: further imprints of three decades

In addition to the classic macroeconomic drivers such as inflation, monetary
expansion, debt trends, real interest rates, and economic growth, other structural
and psychological factors play a key role in the dynamics of the current gold
decade:
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Nothing is as fast as the speed of
trust... when it & lost.
Stephen M.R. Covey

That& not writing, that & typing.
Truman Capote

The man who removes a
mountain begins by carrying
away small stones.

Chinese proverb
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1. Shocks and crises as catalysts

Every historical gold bull market was accompanied by exogenous shocks that
caused gold to appreciate as a crisis currency. In the 1970s, it was the oil price
crises, the Vietham War, and the tensions of the Cold War. The 2000s were
marked by the terrorist attacks on September 11 and the global financial crisis.
Finally, the 2020s were dominated by the Covid-19 pandemic, the war in Ukraine,
and increasing geopolitical fragmentation. A recurring pattern emerged in all of
these phases:gold benefited from inve stors Ouncertainty i the greater the
mistrust, the greater the demand for stable stores of value.

2. Loss of confidence in the monetary and financial system

A shake-up of confidence in the existing monetary system also accompanied each
decade. The 1970s saw the decision to abandon the US dollagold peg (1971),
combined with political crises of confidence. The 2000s saw bank collapses, the
Lehman bankruptcy, and massive rescue packages by central banks the term
helicopter money became socially acceptable. In the 2020s, monetary expansion
reached a new level of quality and quantity: massive money printing in peacetime,
exploding deficits, and increasing polari zation and dysfunctionality of political
institutions. In all cases, the need grows for a stable, system -independent
reserve: gold.

3. Market readiness and investor access

The structure and accessibility of the gold market itself have also changed
significantly over the decades, with consequences for market reactions. In the
1970s, after decades of prohibition, the gold market was still young, illiquid and
volatile. In the 2 000s, gold became increasingly institutionalized, including by
introducing ETFs such as the SPDR Gold Shares (from 2004), which resulted in
significantly more capital flowing into the market. In the 2020s, gold can be traded
around the clock worldwide, via derivatives, online platforms and digital forms of
investment. At the same time, it is now competing with Bitcoin, as digital gold, for
the role of alternative store of value. This can lead to faster reactions but
possibly also to less  -explosive price movements than those that were
possible in the 1970s.

4. Central bank demand

Whereas in previous decades gold often had to rise against the resistance or at
least the indifference of central banks, today it is supported by a second buyer
front that is politically motivated, strategically oriented, and systemically
important. This makes central bank demand one of the key structural
differences in the current gold decade. This trend is giving the gold

market a new foundation: instead of counter -cyclical selling, we are
now seeing strategic accumulation.

5. Commodities environment and supercycles

In the past, gold often did not develop in isolation but rather in the context of a
broad commodity boom. In the 1970s, not only precious metals but also oil,
industrial metals, and agricultural commodities rose significantly, creating a
veritable inflatio n and commodities supercycle. The 2000s were similar, led by the
Chinese growth miracle, which caused global demand for commaodities to explode.
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The big money is not in the
buying and selling, but in the
waiting.

Charlie Munger

Buy the ticket, take the ride.
Hunter S. Thompson
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In the 2020s, on the other hand, the picture is mixed. Although there were record
prices for energy and metals in 2021/22, demand shocks, geopolitical
interventions, and the energy transition have had a dampening effect. However,
should a new, structural commodity bull market establish itself 1 for
example due to a supply shortage, investment restraint, or geopolitical
stockpiling T this could catapult gold back into an inflation -driven
collective rise with other commoditi es. However, if this fails to

mater ialize, gold may be relatively alone among the hard assets.

The Big Long: Safe-Haven Gold, Performance Gold, or
Commodities After All?

After the superb rally of the past twelve months, investors and market participants
are increasingly asking the question: fils it still worth investing in gold, or is

it already too | ate?bo0

To answer this question, we will compare the current decade® gold price
performance to the major gold bull markets of the 1970s and 2000s. The aim is to
classify the performance to date in historical terms and to gain an assessment of
the potential that gold could still develop in the second half of the current de cade,
considering the macroeconomic factors discussed above. Considering these
developments, we will broaden our perspective and analyze whether silver, gold
mining stocks, and commaodities also have the potential to emerge as theBig Long
of the second half of the decade.

Gold

The dynamics of the first half of the current gold decade are strikingly like those of
the 2000s. Nevertheless, the performance of the past five years, at +73%, was
significantly higher than the +52% performance at that time. In comparison, the
decads3 first half in the 1970s was robust, with an increase of 452%. In addition to
a drastic expansion of the money supply and high inflation, this was mainly due to
the liberalization of the gold market.

Gold (log), in USD, 100 = Decade Start, 12/19691 04/2025
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The second half of the past two gold bull markets showed remarkably similar price
dynamics: In the 1970s, the gold price rose by 162%, while in the 2000s it
increased by 150%.f the current cycle continues in a similar fashion, the
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Gold has worked down from
Alexander& time. When
something holds good for two
thousand years, | do not believe
it can be so because of prejudice
or mistaken theory.

Bernard Baruch

When silver moves, it moves like
it& on steroids.
David Morgan

Trading silver is a tough way to
make an easy living.
Rich Ross
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gold price would increase from USD 2,624 at the midpoint of the
decade at the end of December 2024 to around USD 6,800 by the end of
the decade.

The two previous gold bull markets lasted roughly a decade and ended in a
parabolic rise shortly after the end of the decade. Intermediate phases with strong
corrections occurred in 1975 76, 2008, and 2021 without breaking the
overarching upward trend. In the case of the 1970s bull market, the high was
reached just three weeks after the end of the decade. However, these three weeks
were quite something, as the gold price rose by 63%. In the bull market of the
2000s, the increase at the end of the decade wagven more positive at +72%.
However, the 2000s bull market lasted until September 2011. If the gold price
shows similar momentum after the end of the 2020s decade, it would

rise to over USD 11,000.

Silver

A look at the silver price trend in the three major gold bull market decades reveals
a recurring pattern: The strongest momentum typically unfolds in the

second half of the decade, often accompanied by a parabolic finale.

In the first half of the current decade, silver gained 65%, significantly more than in
the 2000s (+26%). The dynamic in the 1970s was much more pronounced, with
silver rising by 167% in the first five years. This solid but not yet explosive
performance left room for a stronger second half. The historical benchmarks
underline this perspective: In the second half of the decade, the silver price

rose by an impressive 525% in the 1970s and by 111% in the 2000s. Both
phases were characterized by a growing fear binflation, uncertainty about the
financial system& stability, and an increasingly speculative market structure. These
conditions can also be found in the current decade.

Silver (log), in USD, 100 = Decade Start, 12/1969i 04/2025
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Source: LSEG, LBMA, Incrementum AG

It is also worth looking at what happened after the official end of the decade: In the
1970s, silver gained a further 78% in a closing phase that lasted only a few weeks.
In the 2000s, there was an increase of 185% after 2010, up to the cyclical high in
spring 2011. Such excess movements are typical of late bull market phases and
underline silver & tendency towards extreme swings in a short period.
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the rest is speculation.
Joel Greenblatt

Historically, gold stocks have
been among the most cyclical
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If the price trend continues along the lines of the 2000s, silver would
-term closing price of USD 28.87 to around USD 60 by
-time high. Including a
arise to around USD 170
If, on the other hand, the much more dynamic course of

rise from its mid
the end of the decade and thus reach a new all
comparable parabolic final spurt as in 2011,
would be conceivable.
the 1970s bull market is taken as a guide, the price level of silver would already be
around USD 180 at the end of the decade and could climb to around USD 320 by
the cycle® peak. These historical comparative values illustrate the considerable
catch-up and break-out potential that silver can develop in an advanced phase of a
commodity cycle.

Mining stocks

A look at the performance of gold mining shares over the past three major gold bull
market decades shows some very different phases. The first half of the decade in
the 1970s was characterized by a veritable price fireworks, with a mining stocks
performance of +363%, while they gained +191% in the 2000s. In the current
decade, on the other hand, the start has so far been much more subduedA gain

of just 17% has been recorded at the halfway point, which represents a

significant underperformance compared to previous cycles.

Gold Mining Stocks* (log), in USD, 100 = Decade Start, 12/19691 04/2025
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Source: LSEG, Nick Laird, Incrementum AG
*BGMI 12/19691 05/1996, HUI 05/19961

In contrast, the second half of the two historical bull markets was less dynamic. In
the 1970s, growth was surprisingly low at 17%, while mining stocks gained 89% in
the latter half of the 2000s. This shows that a strong first half does not
necessarily haveto lead to an equally strong continuation, and,

conversely, a weak first phase, as is currently the case, can certainly

offer scope for catch  -up effects.

The final phase after the official end of the decade is patrticularly striking. In the
1970s, share prices exploded by a further 135%. In the 2000s, they rose by 46%.
This shows again that gold mining stocks, which are traditionally seen as a cyclical
lever for the gold price, often react with a delay, but then disproportionately so. If
the gold price rally continues or even accelerates in the second half of the 2020s,
mining stocks could once again become the focus of investors, as in previous
cycles, and develop dynamically from their current valuation levels.
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Commodities are the last honest
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Based on the half -decade closing price of the Gold Bugs Index (HUI) of

275, a new all -time high should also emerge for the mining share index

at the end of the current bull market. In both historical comparison

scenarios, the index level would rise to arou nd 760 at the cycle peak. It
is noteworthy that gold mining stocks have lagged significantly behind the
developments of the past decades in the first half of the current decade, but also
significantly behind gold and silver. This circumstance now opens up considerable
catch-up potential for the second half of the cycle. The combination of low

initial valuation, relative underperformance, and increasing gold price

strength is a powerful lever for mining stocks in the final phase of the

bull market.

Commodities
While the 1970s and 2000s saw significant upward phases in commodities, the
current cycle has been much more subdued.

Commodities* (log), in USD, 100 = Decade Start, 12/1969i 04/2025
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Source: LSEG, Incrementum AG
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In the first half of the 1970s, commaodities rose by an impressive 379%, driven by
oil price shocks, inflationary pressure, and a broad commodity supercycle. In the
2000s, the first half of the decade was also dynamic with growth of 93%, driven by
Chinese development, catch-up effects after the dotcom bubble burst, and
expansionary monetary policy.

In comparison, the trend in the first half of the 2020s has been much

more moderate, with a growth of just 38%. This is a result of the more
complex market environment: On the one hand, there were price surges due to the
Covid-19 disruptions and the war in Ukraine, while on the other hand, demand
concerns, monetary policy tightening, and geopolitical uncertainties had a
dampening effect.

The divergence in the second half of the decade is even more striking.

While commodities gained a further 44% in the 1970s, the trend in the 2000s was
negative at-18%, primarily attributable to the global financial crisis and the
subsequent cyclicalweakness The trend in the second half of the current decade
remains open so far, but the low starting point certainly indicates potential for a
recovery or even a straggler cycle. Even in the final phase after the end of the
decade, the swings in commodities were somewhat limited by historical standards:
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+24% in the 1970s and +29% in the 2000s. In contrast to gold and silver,
there was no parabolic closing phase.

Neo, sooner or later you @e going Historically, commodities often benefit particularly strongly when an inflation

to realize, just as | did, that cycle sets in. This is particularly true when supply shocks, geopolitical upheavals,
there® a difference between and subdued investment activity coincide. In contrast to gold or silver, however,
knowing the path and walking the commodity complex reacts more differentiated and sector-dependently. The
the path. moderate performance in the current decade opens considerable potential,
Morpheus (Matrix) especially if structural bottlenecks and geopolitical fragmentation intensify.

Mid-Term Review of the Proprietary Decade Forecast

All models are wrong, but some Our proprietary Incrementum Gold Price Model, presented in the In Gold We
are useful. Trustr epor t T202v01 f ©, aims to -provide
George Box founded projection of the gold price until the end of the decade. Five years after the

initial forecast, it is time to take stock. In doing so, we look at the development of
the gold price to date and the development of the underlying factors to better
understand their significance in the current market environment.

The model is based on two key parameters: the money supply (M2) and

the so -called implicit gold coverage ratio. As the US dollar continues to be
the global reserve currency and thus exerts a significant influence on the gold
price, our analysis is based on US data, from which we derive a target price level in

US dollars.
The works must be conceived Three M2 growth scenarios were modeled for the future development of the money
with fire in the soul but executed supply. The respective growth rates are based on historical decades and were
with clinical coolness. additionally weighted with probabilities of occurrence:
Joan Mir6

- high M2 growth: ~ 9.7% p.a. (1970s); probability of occurrence: 15%

- low M2 growth:  3.9% p.a. (1990s); probability of occurrence: 5%

- average M2 growth:  6.3% p.a. (2000s); probability of occurrence: 80%

M2 Scenarios, in USD bn, 01/197071 12/2029

40,000 1

35,000 1 incrementum

30,000 A
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15,000 4

10,000 4
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1970 1975 1980 1985 1990 1995 2000 2005 2010 2015 2020 2025 2030
M2 1970s
1990s 2000s
————— M2 Development since 2020
Source: LSEG, Incrementum AG
As the chart illustrates, after a brief phase of overshooting, the current growth in
the M2 money supply is now essentially following the path of the 2000s, to which
incrementum
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Black Swan events are
characterized by their extreme
rarity, severe impact, and the
widespread insistence that they
were apparent in hindsight.
Nassim Taleb

Without data, you @e just another
person with an opinion.
W. Edwards Deming

People prefer the certainty of
misery to the misery of
uncertainty.

Virginia Satir
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we have assigned the highest weighting with a probability of occurrence of 80%.
As of March 2025, the annual growth rate is 7.0% p.a.

The implicit gold coverage ratio indicates what proportion of the money supply is
covered by the gold reserves of a central bank, valued at the current market price.
Historically, this value has fluctuated around 3.3% but rises significantly in phases
of declining confidence in the monetary system, such as during the stagflationary
1970s, the global financial crisis of 2007/08, and the subsequent recession.The
implicit coverage ratio currently stands at 3.8%, indicating a moderate

increase so far and may b e just the beginning of a more significant

trend.

Gold Coverage Ratio of M2, 01/197071 03/2025
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Based on these three scenarios, we have created a probabilityveighted
distribution function based on historical data. The most likely scenario is a gold
coverage ratio between 3% and 4% with an M2 development as in the 2000s.This
is precisely where the current value of 3.8% is, which speaks for the

calibration and  forecasting quality of the gold price model.

Probability Function of Scenarios: Gold Coverage Ratio of M2 (x-
500/agds), and Probability of Occurrence (y-axis)
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Source: LSEG, Incrementum AG

The cumulative distribution results in an expected gold price of around USD 4,800
at the end of the decade, the price target that we have consistently advocated since
the model was introduced in 2020. It is essential to point out the clear right

skew of the distribution, which makes higher price levels more likely
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We dond aim to predict the next

tail event. We strive to survive it.

Mark Spitznagel

The beginning is half of the
whole.
Aristotle
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than lower ones.  For example, the probability of a gold price above
USD 6,000 is over 25%, while a price above USD 4,000 has a
probability of 57.4%.

Approximated Gold Price in 2030, by Distribution Probability, in
usbD
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What many dismissed as utopian, irrational, or even esoteric at the
beginning of the decade now seems far more tangible. The number of
bullish gold forecasts is growing : Yardeni Research expects &

by the end of 2025 and even the end of 2026, assuming
that central banks continue to buy gold at a comparable pace. Goldman Sachs has
revised its year-end 2025 gold price target again, recently raising it

. For a possible tail  -risk scenario, Goldman Sachs now

names a price target of USD 4,250 by the end of the year.

As of April 30, the gold price was already trading above the calculated

interim target of USD 2,942, which we have defined for the end of 2025

on the path to our decade price target of USD 4,800. The annualized
growth rate required for this is 7% 1 a figure that can be considered quite realistic
under the current macroeconomic conditions.

Intermediate Status of the Gold Price Projection until 2030: Gold,
in USD, 01/1970i 12/2030
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As the gold price has recently gained substantial momentum, it seems sensible to
consider the path that would result in a scenario like the inflationary or
stagflationary environment of the 1970s, i.e., a potential tail -risk scenario with
intense upward pressure.In this case, the gold price would rise to around

USD 8,900 by the decade & end, corresponding to an annualized

growth rate of around 19%. In this scenario, the corresponding interim

target for the end of 2025 is USD 4,080.

Conclusion
The eternal return of the same. A comparison of the three major gold bull markets confirms that while
Friedrich Nietzsche history does not repeat itself, it does rhyme. Despite differences in the bull

markets, the structural similarities of the underlying conditions outweigh the
differences. In the past two decades analyzed, gold proved to be a safe haven
during inflation, economic turmoil, and confidence crises and achie ved enormous
gains in value during these "golden decades". Many of the ingredients present at
the time, from negative real interest rates to excessive monetary expansion and

geopolitical tensions, are present again in the 2020s.

Macroeconomic Comparison: 1970s vs. 2000s vs. 2020s
1970s 2000s 2020s

@ ~7% p.a.; double-digit from @ ~2-3% p.a.; mostly low; Initially moderate, rising sharply in

Inflation 1974 peak 03/1980: 14.8% peak 07/2008: 5.6% (oil price  2021-22; peak 06/_2022: 9.1% (40-
boom) year high)
Record high 2020/21: Feb. 2021
Money supply L . . Moderate (~5-10% p.a.), +26.9% YoY (highest increase
growth SlgnlflC?;;lé/;rlC{S;Seda(;n SOME " increases after 2008 due to since 1959);
M2) op-a. QE 2022 first M2 contraction in >60
years
. . . Debt explosion (COVID-19
US government debt rises, Initially, a moderate'lr?crease pandemic); from 106% (end of
especially from the middle of in the US debt ratio; from R
Debt - A 2019) to over 130%; debt
the decade, but remains below 2008/09, a sharp rise to increases by over USD 4.5 tr in
40% of GDP ~80% of GDP (GFC) 2020 USD
- Aope 2000: ~6.5% A reduction to 2019: ~2.5% A 0% 2020
Key interest rate dr:s??clglrlm}gcor];?szg(:i Zngn)’b 1% (2003) A increase (pandemic) /4 rapid increases
Yy 198%’ (Volcker shook) Y 5.250 (2006) A 0-0.25% from 2022 (highest level since
from the end of 2008 (ZIRP) 2007); currently ~4%
Negative for almost the entire Slight fluctuations: partly +1- Extremely negative in the earl
decade (inflation > interest 2% (mid-2000s), but y neg v
Real interest rate rates); strongly negative at negative after 2008 (zero 2020s (2021: -5 t0 -7% p-a.),
’ . . . gradually rising from 2023 (rising
limes interest rate with ~2% interest rates + falling inflation)
(19741 79) inflation) 9
devF:IqL?ast?Sno(fasbli)tl)i?ilg:tci)af‘lthe Sharp USD decline after 20207 2022 substantial increase
US dollar old standard in 1971); weakest 2002 (DX¥ >110); trend weaker since
g - ! - (~-40% until 2008), followed 2023; geopolitical challenges to
USD phases in the early/mid
by moderate recovery USD hegemony
1970s
Phases of strong recovery, but  Solid until 2007 (~2-3% p.a.), Crash in 2020 (-3.4% US, -6.3%
two recessions/stagflation; real  then deep slump in 2008/09 EU), catch-up boom in 2021,
GDP GDP growth 1970s @ ~3% p.a., (US GDP 2009: -2.6%); GFC  downturn tendencies from 2022;
but accompanied by high led to prolonged risk of stagflation: weaker growth
inflation underutilization of capacity with high inflation
. 27 months (+6 months from
Recession 01/1980i 07/1980) 26 months 2 months
Source: LSEG, Incrementum AG
It & like déja vu all over again. Developments to date support the theory that we are experiencing déja
Yogi Berra vu and that the 2020s could become the third golden decade. Gold has

already reached numerous historical highs in all currencies. If the cycle continues
in line with previous decades, the second act of the 2020s decade is likely to see a
further acceleration of the upward trend, which could culminate in a peak aro und
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In times of uncertainty, gold is
not just a safe haveni it& a
signal.

Jeffrey Gundlach

Markets often go from
underreaction to overreaction;
the pendulum swings, and

parabolic moves manifest that.

Howard Marks
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the end of the decade. Past bull markets have always ended in overshoots within
around 9 months, with a doubling of prices.

The following table provides an insightful comparison of the average annual
performance (CAGR, annualized return) of gold, silver, mining stocks and
commodities over the decades of the 1970s, 2000s and 2020s, divided into first
and second halves and for tte period. Even though the data for the second half of
the 2020s decade is naturally still incomplete, some interesting patterns can
already be identified.

CAGR of Gold, Silver, Mining Stocks*, and Commodities**, in Bull Market
Decades, in USD, 12/19691 04/2025

1970s 2000s 2020s
ls( 2nd " lsl 2nd - lsl 2nd "
Half Haf 1ot Half Haf ot Half Haf ot
Gold 40.66% 21.24%  36.88%  8.78% 20.11%  17.46%  11.63%  93.02%  15.65%
Silver 21.66% 44.22%  39.04%  4.68% 16.06%  21.25%  10.58%  35.18%  12.02%
g't'ggg 35.82% 3.15%  27.62%  23.78% 13.58%  20.06%  3.25% 170.12%  9.85%

Commodities 36.76%  7.57% 21.88% 14.07%  -4.00% 6.42% 6.72% -0.61% 6.23%

Source: LSEG (as of 04/30/2025), Incrementum AG
*BGMI 12/19694805/1996, HUI 05/19964a. **GSCI Index TR. **Start of decade until high.

Gold has been the most stable performer over all three decades. In the
1970s, it achieved an annual increase of more than 40% in the first half and still
more than 21% in the second half. The pattern reversed slightly in the 2000s. At
+20% p.a., the secondhalf was much more dynamic than the first, at just under 9%
p.a. The CAGR development to date in the 2020s is particularly striking : After an
annualized return of just under 12% in the first half of the decade, gold has so far
achieved an average annual performance 0B©3% p.a. in the second half. On the one
hand, this extraordinary momentum is due to the still -short observation period,
which is statistically more susceptible to outliers. On the other hand, it is a

clear sign of cyclical momentum. Even if it cannot be assumed that gold will
maintain its current pace over the entire further course, the development
impressively underlines the intact upward momentum and the growing interest in
the precious metal in an increasingly fragile macroeconomic environment.

Silver traditionally presents itself as a cyclical laggard with a tendency

towards explosive late phases. In the 1970s, the second half was significantly
stronger at over 44% p.a. than the first half at +21% p.a. A similar pattern emerged
in the 2000s. A strong trend has also been observed in the current decade, but the
historical parallels indicate that the d ynamic part of the cycle may only be just
beginning.

Gold mining shares are regarded as a more volatile leverage variant of

the gold price, with sometimes spectacular swings. In the 1970s, gold
mining shares achieved over 35% p.a. in the first half of the decade before losing
much of their momentum in the second half. In the 2000s, the first half was much
stronger than the second at just under 24% p.a.The 2020s appear to be

breaking this pattern for the time being: After a disappointing first half
with just 3.25% p.a., the mining sector is currently recordin ga
veritable comeback with an annualized gain of over 170% in the first
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Moderation is the best thing.
Cleobulos

The essence ofnvestment
management is the management
of risks, not the management of
returns.

Benjamin Graham
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months of the second half of the decade, which is a strong signal for a
revaluation.

Finally, commodities show a strongly cyclical picture. In the 1970s, they
the first half with over 36% p.a., driven by oil price shocks and inflational
pressure. In the 2000s, performance was weaker overall with the secon
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excelled in

ry
d half even

turning negative due to the 2007/08 global financial crisis and bringing the

commodity supercycle to an abrupt end. In the 2020s, the first half has been

somewhat subdued so far.The second half began with a slight setback,

posting an annualized return of -0.61%, t riggered by the Trump shock.

The historical analysis of past bull markets shows that gold, silver, mining stocks,

and commodities are resilient in fragile macroeconomic and geopolitical
Based on this insight, we presented our new 60/40 portfolio as an up-to
more robustly structured alternative to the traditional model in last year
We Trustr e p orhé |\ f 0 . The aim wa

phases.
-date,

& In Gold
s to

changed framework conditions and outline a contemporary allocation strategy.

In contrast to the traditional allocation of 60% equities and 40% bonds, the new

model deliberately considers the changed landscape and expands the allocation

framework to include liquid, alternative assets that cannot be inflated at will: 45%

equities, 15% bonds, 15% safe -haven gold, 10% performance gold, i
silver and mining stocks, 10% commodities, and 5% Bitcoin.

.e.

How this reallocation has proven itself in practice since the publication of last

year® In Gold We Trust report is illustrated by a look at the performance over the

past twelve months compared to the classic 60/40 portfolio.

New 60/40 Portfolio*, and Old 60/40 Portfolio**, in USD, 100 =
11(€15/17/2025, 05/202471 04/2025
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New 60/40 Portfolio* —— Old 60/40 Portfolio**

Source: LSEG, Incrementum AG

*45% S&P 500 TR, 15% US 10Y TR, 15% Gold, 5% Silver, 5% HUI Index TR, 10% BCOM TR, 5% Bitcoin

**60% S&P 500 TR, 40% US 10Y TR

A comparison of the two portfolios over the period from May 2024 to April 2025

clearly shows that the new 60/40 portfolio significantly outperformed its

traditional counterpart over long periods. After an initially subdued start,

the performance of the new 60/40 portfolio picked up noticeably, continuously

outperforming the traditional 60/40 portfolio. ~ While the conventional 60/40

portfolio came under increasing pressure as the year progressed, the
new model remained much more stable and resilient, particul
during the volatile market phases of the current year.
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Time is your friend, impulse is
your enemy.
John Bogle

incrementum
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The performance advantage over the period under review underpins the thesis that
a modern portfolio architecture based on sound money components and inflation -
resistant assets is superior to the traditional model, both in terms of stability and
return pote ntial. While gold has already reached new alktime highs, silver and
mining stocks are still in the slipstream. However, experience shows that they
catch up in the late phase of the cycle, which brings additional catch-up potential
for performance gold.

Against this backdrop, the new 60/40 portfolio presented last year not only
remains relevant but also proves to be a strategically weltthought -out response to
the requirements of an increasingly complex market environment. It combines
sound-money principl es and reflects the insight that runs through all bull markets:
The historical pattern suggests that the first half builds, the second

escalates, and the curtain finally falls amid applause.
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Dollar Milkshake Meets
Mar-a-Lago

A strong nation, like a strong person, can afford to
be gentle, firm, thoughtful, and restrained. It can
afford to extend a helping hand to others. It is a
weak nation, like a weak person, that must behave
with bluster and boasting and rashness and other
signs of insecurity.

Jimmy Carter

1 The global monetary system has split into competing
blocs (US, EU, BRICS+), with middle powers pivoting.
All increasingly anchor their systems to gold and hard
assets as universal trust mechanisms.

i The Trump administration is crafting a "Mar-a-Lago
Accord", abold economic and security pact featuring
aggressive tariffs, binding defense commitments, and
gold-backed bonds designed to overhaul the global
monetary order. The goal? To resolve the Triffin
dilemma, which Washington claims has long distorted
trade and eroded US dominance.

1 A strategic trifecta emerges: tariffs as leverage, a
Plaza-style currency reset, and gold bonds as a
credibility anchor.

1 Beyond policy efforts, market forces may trigger a 204
30% dollar decline as capital shifts from US assets,
ending the long-standing premium on American
exceptionalism.

i Geopolitical fragmentation gives gold dual upside:
direct holdings hedge instability, while select miners
gain as gold rises and costs stabilize. Gold now offers
both defense and offense.

i The Big Long unfolds: a macro bet on a future system
anchored not in credit but in scarce, unprintable
collateral.
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| think we @e in a long -term bull
market in Gold. We @e seeing
reserve accumulation by Central
Banks. | follow it closely. It & my
biggest position. Even | was
surprised when the Central Bank
of Poland said they want to take
their Gold reserves to 20%.
Scott Bessent

We now stand on the brink of a
geo-political and monetary
rupture.

Russell Napier
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Introduction

The new administration appears to grasp what
previous ones missed: trade imbalances persist in
today & financial system because massive capital
flows overwhelm traditional trade relationships.

The US runs persistent deficits not because it
consumes too much or produces too little, but
because it absorbs too much of the world& excess
savings.

Policy success will require addressing this root
cause. Either through negotiated adjustment i a
Mar -a-Lago Accord i or unilateral capital flow
restrictions, the goal is to reduce foreign
purchases of US financial assets and increase
their purchases of US goods and services.
Michael McNair
De-dollarization is a process. 36 Yet, this process is neither linear nor one-
dimensional. While BRICS+ nations and their allies implement alternative
payment systems and currency swap arrangements and accelerate central bank
gold purchases to reduce their reliance on Western financial markets, opposing
forces fight to reinforce the greenback®& dominance. As each network increasingly
relies on gold and other hard assets as anchors of stability,The Big Long
emerges 1 an asymmetric macro bet that the future monetary system
will be anchored in collateral you can @ print.
Like the environment preceding Federal Reserve Chair Paul Volcke& monetary
Afshocko i n t B&&estke® nansial systemdemuyires a fundamental
recalibration to restore lost credibility. However, unlike the Volcker era,
contemporary debt levels prevent the Federal Reserve from raising rates high
enough to produce a similar outcome to what Volcker achieved, necessitating a
pivot to hard assets.

This chapter examines the fracturing global economic order through
various theoretical lenses, assessing their relevance and applicability
in practice. We start by shedding light on the rising tensions between the
America-First-driven policies of the United States and the BRICS+ nationsi most
notably China& pursuit of greater monetary autonomy. This dynamic signals a
broader shift in international relations, moving from multilateral cooperation to

more bilateral engagements.

o]

36 See A , BGoldWe Trustr eport D202 4 ;
, BhGoldWe Trustr e por t ARdu2n2naid , B Gold

We Trustr e por t DR22i2zationk , B Gold We Trust

report 2021

| #IGWT25


https://twitter.com/IGWTreport
https://www.linkedin.com/showcase/ingoldwetrust-report/
https://ingoldwetrust.report/
https://www.incrementum.li/en
https://ingoldwetrust.report/download/34291/?lang=en
https://ingoldwetrust.report/download/26952/?lang=en
https://ingoldwetrust.report/download/26952/?lang=en
https://ingoldwetrust.report/download/19434/?lang=en
https://ingoldwetrust.report/download/12773/?lang=en

It may be dangerous to be
America® enemy, but to be
America & friend is fatal.
Henry Kissinger

The message is unambiguous:
access to the US market is a
privilege, not a right i and one
that comes at a cost.

Macro Alchemist
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Building on this, we critically examine the possibility of a significant realignment
in the global monetary and trading system, mirroring historic agreements such as
the Plaza and Louvre Accords. Since the publication of Stephen Mirar blueprint
i 037 the term Mar -a-
Lago Accord, named after Donald Trump & resort in Florida, has become the
common appellation for this potential fundamental realignment . We will explore
various efforts to bring about this recalibration, including mechanisms such as

gold-backed bonds and financial repression.

De-Westernization: The Fracturing Global
Economic Order

What began as de-dollarization  has evolved into a broader movement
toward de-Westernization , with gold emerging as a primary

beneficiary. Two forces are driving this transformation: the East and Global
South pivoting to alternative economic frameworks, and internal fracturing within
the Western alliance following President Donald Trump & return to the Oval Office.

As contrarian investors positioned themselves against prevailing narratives in
2007, forward -thinking investors are now reassessing their core assumptions
about currency dynamics, trade relationships, and global power structures. This
shift will manifest i n abrupt changes to asset allocation and international capital
flows. The foundation of trust in the international system is gradually,

but now also suddenly, eroding.

What was once East versus West is now US vs. EU vs. BRICS+, with

certain nations in the Middle East and Global South positioning

themselves as neutral or semi -allied middle powers. As the G7 faces
unprecedented disunity, the expanded BRICS+ bloc (Brazil, Russia, India, China,
and South Africa, plus Egypt, Iran, UAE, Ethiopia, and Indonesia) is forging ahead
into the new multipolar system, increasingly underpinned by gold to establish
universal trust.

America First: Bilateral vs. Multilateral

President Trump & America First  approach to economic policy rejects

the notion that the US must stabilize global trade. By prioritizing bilateral
deals over multilateral frameworks, Trump is delivering on his campaign pledge to
overturn what he sees as decades of US negotiations from weakness. This strategy
marks a clean break with past administrations, favoring immediate national gain
over long-term global system stability.

The retreat from multilateralishvailmpacts US
,0writes Brent

Johnson. Trump could transform the Federal Reserve® dollar swap lines (which
o)

37 See stoferle, Ronald ( ): A
& X, March 2025
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Want liquidity? Dance!
Brent Johnson

éthe US dol | &r
reserve currency and is likely to
remain sod in times of global
stress, the world runs to the
dollar, not away from it.
Christopher Waller
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provided USD 500bn to foreign central banks in 2020 to help prevent a liquidity
crisis) from cooperative infrastructure into negotiating leverage. The underlying
message is clear: Access to dollar liquidity is no longer automatic but
conditional on meeting specific policy requirements.

Further, the Trump administration & withdrawals from multilateral institutions

like the WHO, the Paris Climate Agreement, and the UN Human Rights Council
signal a retreat from global cooperation. This weakening of Western cohesion has
pushed European partners toward more euro-centric strat egies, including
Germany®& military spending increases and the ECB% development of a digital euro
that would reduce reliance on US financial infrastructure.

The US Dollar Milkshake in Action

The provides a framework for understanding
current market dynamics. 38 |t originates from our friend Brent Johnson, who
kindly agreed to describe the essence of the theory in his own words.

The Milkshake Theory is a realpolitik framework for understanding the

global monetary system i a model grounded not in how we might wish the
world to operate, but in how capital actually moves through it. It focuses on
the hard constraints of liquidity, cr edit, and sovereign debt i forces that
override political idealism and economic theory in moments of crisis. Far
from only offering a forecast of specific outcomes, it provides investors with a
pragmatic lens for interpreting market behavior when the reali ties of global
debt burdens collide with the structural demand for US dollars. In a world
shaped by selfinterest, scarcity, and competition for capital, this is not about
what we want to happen 1 it& about what the mechanics say will happen
when stress emerges.

i sThe theory explains why the US dollar usually strengthens during

systemic shocks. Even thoughi or precisely becausei the global financial
system is based on the US dollar, it benefits during severe turbulence, as
international capital flows toward America & liquid markets, robust financial
system, and established rule of law.

We saw this in action through Panama& BRI-xit in February 2025 when Panama
formally withdrew from China & Belt and Road Initiative (BRI) under pressure
from the Trump administration, prioritizing bilateral trade with the United States
instead. This illustrates how the Dollar Milkshake works: By shaking up
established trade relationships, the US successfullyredirected financial flows back
toward dollar -denominated commerce.

This pattern extends beyond Panama. Since Trump inauguration, an escalating
tariff war has forced even G7 members to confront the US economic might in
bilateral trade negotiations. Even Canada and Mexicoi America® closest trading
0

38 See A
, B Gold We Trust report 2024
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The tension between economic
autonomy and global stability in
a US-led bilateral trade system
represents one of the most
consequential economic
dilemmas of the modern era.
Macro Alchemist

This weaponization of the US
dollar was no surprise to anyone
I Trump had already
weaponized it against Iran in
particular.

Russell Napier

The philosophy of protectionism
is a philosophy of war.
Ludwig von Mises
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partners and neighbors i have not been exempt from Trump& hardline position.
The supports the Milkshake effect, as major multinationals from
Asia, Europe, and the Middle East committed hundreds of billions in new US
investments post-2025:

- The UAE agrees to USDL.4trn in US economy investments over 10 years.

- Taiwan Semiconductor (TSMC) pledges USD100bn for US-based chip
manufacturing.

- Apple commits USD 500bn to US-based Al and manufacturing initiatives.

Trump & tariffs threaten trade flows that have historically generated dollar
revenues, creating an even greater dependence on American capital markets for
access to dollars.The question is not whether the Milkshake effect exists

but how it might be deployed as a tool of economic statecraft.

However, Trump & dual pursuit of a weaker dollar to boost exports creates tension
with his insistence on US dollar dominance in global trade. This inconsistency
destabilizes the dollar® ability to serve as an economic anchor, elevating golds role
amidst currency volatility and policy unpredictability.

Economic Statecraft Leading to De-
Dollarization?

The evolution of economic warfare
Besides the tariffs that have shocked markets and dealt severe blows to the world
economy, the freezing of Russian assets and the weaponization of the financial
system through the US-controlled SWIFT system have demonstrated that every
country is vulnerabl e to Western financial power. These actions can be
characterized aseconomic statecraft, where nations deliberately leverage their
economic resources as instruments of power projection rather than solely for
wealth creation. For this reason, countries that may seem antagonistic to US
hegemony have sought alternative means to transact and save, accelerating de
dollarization that had been gradually advancing since the Global Financial Crisis.
The economic statecraft concept was explored in an excellent report by

. When analyzing its key characteristics, one
recognizes it is at odds with the precepts of economic policy. This is protectionism
rebranded i a case of old wine in a new bottle.

While economic policy uses fiscal, monetary, and trade tools to achieve financial
goals, such as inflation or budgetdeficit targeting, economic statecraft employs
economic meansi sanctions, export controls, tariffs, investment restrictions, and
price capsi to advance foreign policy and national security goals. Thus,
understanding a state & national interests, one might surmise how it

would use economic statecraft to achieve its goals.
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Crucially, economists discuss Despite Trump & post on his Truth Social that any BRICS+ country moving away

these policy developments while from the US dollar system, or even attempting to create a BRICS+ currency, would

being unfamiliar with the i

ffeconomic statecr 0, there was no need to make such a thr
which they more traditionally Af fairs Minister Subr ahmanywaimvedasbisdyankar af fi
sit. This knowledge gap means 0, after deNovemberthay i n mid
economic analysis lacks a i 6, the US would appear to h
conceptual framework for how to worry about. Without sanctions, there would not have been such

or why policy choices are made. serious attempts at ditching the US dollar.

Michael Every

China® Strategic Autonomy

The West dreamt of the BRICS as  Meanwhile, China methodically cements its autonomy from Western

a lapdog, that they would finance. By March 2023, the renminbi

accumulate dollars and recycle overtaking the US dollar& 43%7 d own f r om 8 3@nadisnot2010. 0
them into Treasuries, but instead

of that, they are renegotiating

how things are done. ,0 writes Syracuse Universi
Zoltan Pozsar and Atlantic Council senior fellow Daniel McDowell.

Share of China's Cross Border Payments and Receipts, 20107 2024
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BRICS was not created to be an The People® Bank of China reported that this shift was led by 12,400 new market

instrument of defense, but to be entities in Shanghai choosing the RMB for cross-border settlements in 2024. The
an instrument of city® crossborder RMB settlement under trade in goods increased by 30% yearly,
Further, we will have our own while the settlement of commodities such as precious metals, iron ore, and grain

currency to become independent doubled during the same period.

from the US dollar in our trade

relations. By September 2023, China had signed bilateral local currency swap agreements

Brazilian President Lula with and established
RMB clearing arrangements in 17 BRI countries.3® The Crossborder Interbank
Payment System (CIPS), launched in 2019, now reaches over 3,000 banking
institutions across 167 countries and regions, creating an alternative to the
Western-dominated SWIFT system.

o]
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, B Gold We Trust report 2022
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We are leaving the dollar -

dominated space and developing

the mechanisms and tools for a
truly independent financial
system.

Igor Morgulov, Russian
Ambassador to China

mBridge isn & just a payments
rail & it& a Trojan horse for
dedollarization. For the first
time, the Fed& exorbitant
privilege faces a functional
alternative.

Zoltan Pozsar
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RMB Foreign Exchange Settlement, in RMB bn, 2010i 2024
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The Energy and Commodity Nexus

Energy and commodity trading are leading the shift toward alternative
payment systems.  According to the Russian ambassador to China, 92% of
Russia-China trade settlements in 2024 were conducted in local currencies (rubles

and yuan).

Saudi Arabia® 2024 decision to join the Bank for International Settlements (BIS)
and Project mBridge i a collaborative effort led by BIS and China to settle trades
using multiple central bank digital currencies i marked another significant
development. Josh Lipsky, who runs a global CBDC tracker at the Atlantic Council,

The most advanced crossborder CBDC project just added a major G20
economy and the largest oil exporter in the world... This means in the coming
year you can expect to see a scaling up of commodity settlement on the
platform outside of dollars.

Project mBridge represents one of the most advanced alternatives to
By mid-2024, the project
, With participating central banks deploying

dollar -dominated payment systems.

validating nodes and commercial banks conducting real-value transactions. Saudi
Arabia® 2024 entry has coincided with the Kingdom & growing interest in reducing
with China
in late 2023. The platform & growing observer membership now includes 31

dollar dependence, including its

entities, ranging from the European Central Bank to the Reserve Bank of India and
the Bank of Brazil. This reveals the seriousness with which monetary authorities
are exploring dollar alternatives. This development provides oil exporters

with infrastructure to support petrodollar alternatives and bypass

Western payment rails.
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It seems that stablecoins are here
to stay, and will likely continue

to grow untrammeled unless
policymakers globally launch a
coordinated campaign to destroy
them... stablecoins will force a
rethinking of the standard
sanctions toolkit employed for
foreign policy objectives.

Nic Carter

Russia, China, and Iran are not
going to accept a US dollar
stablecoin. | predict they will
counter the USD stablecoin with
a Gold one.

Max Keiser
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Stablecoins: A Counterforce to De-

Dollarization?

As BRICS countries push forward with de-dollarization efforts and explore

alternatives to the US dollar, stablecoins have emerged as a noteworthy

counterbalancei particularly in the Global South. As a digital technology solution,

they offer an entry point into US dollar -based liquidity, strengthening the demand

for the world & reserve currency in emerging markets.

(cross-border remittances, exchange trading, on-/off -ramping into

other cryptocurrencies, and payments) annually, stablecoins already act as a

crucial dollarizing force. Federal Reserve Governor Christopher Waller recognized

the dollarizing aspect of stablecoins in early 2024,

émost trad

ing in decentralized finance

stablecoins, which link their value one -for-one to the US dollar. About 99

percent of stablecoin market capitalization is linked to the US dollar, meaning

that crypto -assets are de facto traded in US dollars. So it is likely that any

expansion of trading in the DeFi world will simply strengthen the dominant

role of the dollar.

The Trump administration has recognized this opportunity, with Treasury

Secretary Scott Bessent explicitly stating at the 2025 White House Digital Asset
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What makes stablecoins noteworthy in the de -dollarization context is

their reserve composition.

Tether, the largest stablecoin issuer, with nearly

USD 100bn in circulation, emerged as the seventhlargest buyer of US Treasury

securities in 2024. Yet its reserves include approximately 82% in cash and cash

equivalents, 3.7% in precious metals, 5.5% in Bitcoin, and the remainder in other

investments.
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If there is trust, trade works. If
trust is gone, it doesnd.
Dale Copeland

As far as | know, the Plaza
Accord has neither led to
changes in fiscal policy nor
in trade or structural policy.
Paul Volcker
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Gold -backed stablecoins have also begun to emerge. Tether launched
USD in 2024, a stablecoin backed by another Tether token, XAUt, which is
directly backed by i and can be redeemed fori physical gold bars. Though market
share for gold-backed stablecoins remains modest compared to USBpegged
stablecoins such as USDT, as former VanEck executive Gabor Gurbacs notes:

f 0

History Repeats Itself? The Plaza Accord and
Louvre Accord

Understanding the 1980s currency interventions

In contrast to an externally driven demand shift in the US dollar & role as the global
reserve currency, a realignment could also be embedded in a strategic
repositioning of the new US administration. Chat t er r ef edatdgom g

t o a i Me

Accordo is gaining momentum as t@tradeander val ued

economic policy. I'n June 20 2dgnd&eiontict

Bessent

0 could occur in the upcoming years. Bef

further, we should examine the Plaza Accord of September 22, 1985, and the
Louvre Accord, adopted on February 22, 198740

The context behind the Plaza Accord

The Plaza Accord of 1985 marked a pivotal moment in post -Bretton
Woods monetary relations. After Nixon decided to close the gold window in
early 1971, currencies began to float freely. However, the absence of an external
anchor introduced volatility and encouraged competitive devaluations. By the early
1980s, under the influence of tight US monetary policy and high real interest rates,
the US dollar appreciated dramatically, by as much as 150% against the French
franc and nearly 100% against the Deutschmarkover five years. The real trade
weighted US Dollar Index reached a historical peak in early 1985, reflecting a
significant overvaluation of the US dollar relative to the currencies of its major
trading partners. This surge made US exports uncompetitive, led to a deterioration
of the US current account balance, and mirrored a reverse trend in surplus nations
like Germany and Japan, which saw their current account balances improve.

40 gee A , & Gold We Trust report 2019
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Never let the other fellow set the
agenda.
James Baker
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Real Trade-weighted US Dollar Index, 01/1980i 01/1990
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Outcomes and limitations of the Louvre Accord
Recognizing the unsustainable nature of these imbalances, the G5 nations (United
States, Japan, Germany, France, and the United Kingdom) met at New Yorl&
Plaza Hotel on September 22, 1985, to coordinate a strategic response. Under the
leadership of US Treasury Secretary James Baker, they agreed that exchange rates
should reflect underlying economic fundamentals and that a concerted devaluation
of the US dollar was desirable. The Plaza Accord thus marked an unprecedented
level of coordination among leading economies, engendering the zeitgeist of
multilateral approaches to solving international economic stability issues. The
effects were immediate: The US dollar fell sharply, and currencies like

the yen and the Deutschmark surged. Yet markets had already begun
adjusting months before the agreement, and the pace of depreciation continued
even after the targeted range had been achieved.

USD Exchange Rate Against FRF, GBP, DEM and JPY,
01/1980 = 100, 01/19807 01/1990 Plaza Louvre
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This prompted renewed concern about disorderly currency movements, leading to
the Louvre Accord in February 1987, signed by the same group of nations. The
objective this time was to halt the US dollar& excessive slide and stabilize exchange
rates.
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As currency accords are
typically named after resorts
where they are negotiated, like
Bretton Woods and Plaza, with
some poetic license il describe
the potential agreement in the
Trump Administration as others
have done as the prospective

iAMaa-Lago Accord.

Stephen Miran
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Despite commitments to align fiscal and monetary policies, currencies

like the yen and pound continued to appreciate well beyond these

bands. Both agreements highlighted the challenges of managing exchange rates in
a world of capital mobility and sovereign economic policies. Ultimately, exchange
rates are driven by fundamentalsi real interest rate differentials, trade balances,
investment climates, and fiscal positions. The inherent spontaneity of markets
prevents them from being steered to a desired resut.

Gold prices, inversely tied to the US dollar, managed a trend reversal within the
challenging environment of positive real interest rates in the 1980s and rallied
after each accord,reinforcing gold & status as a hedge against dollar
uncertainty and monetary instability.
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Time for a Mar-a-Lago Accord?

Such an architecture would mark The current situation shares striking parallels with the situation

a shift in global markets as big preceding the Plaza Accord: a persistently overvalued US dollar, widening

as Bretton Woods or its end. trade and current account deficits, and mounting economic tensions between the
Stephen Miran US and key partners. However, unlike the coordinated efforts of allies in the 1980s,

today& emerging currency realignment will likely unfold amid heightened
geopolitical tensions and a more fragmented international landscape.

Stephan Miran& framework and the Triffin dilemma
The question i s nTheTrump administration has made it clear that trade and financial
the US remain the global policy will now be guided by a single principle: America First. To dismiss
hegemo&@?dHbw f ar thisdeparture from cosmopolitanism as mere haphazard tribalism would be

US willing to go reductive.Beneaththe veneer of the outdated mercantilist theory lies a calculated
Brent Johnson strategy, afsUso@Guiddinfeedrudunng fi
0, by one of the | ead&etqionacrstantd, theect s of Tru

chairman of the Council of Economic Advisers, Stephen Miran.

Miran centers his analysis around the Triffin dilemma, which we have

written about on several occasions. 41 He points out that possessing the global
reserve currency can be both a blessing and a curse. While issuing the reserve
currency entails the privilege to borrow extensively without significantly raising
yields, as global demand for the issue® debt remains relentless, the strong
currency causes chronic twin deficits and an unsustainable debt accumulation,
gradually eroding trustworthiness and reserve status.

The dollar® dual mandate, serving simultaneously as the world® reserve asset and
sustaining America® trade balance, has become an impossible paradox. As the
global economy outpaces US growth, this contradiction intensifies: Foreign
demand for dollar -denominated reserves forces perpetual dollar appreciation,
skewing trade flows toward imports and accelerating the erosion of domestic
industrial capacity.

US GDP, as % of Global GDP, 1960i 2024
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4 gee A , th Gold We Trust report 2016
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ébecause Amer i ca Asglobal growth eclipsed US expansion, the world & hunger for dollar
it& still a global superpower, is reserves created a vicious dynamic: Demand for Treasury securities and
not the unrivaled force it was 20 dollar -denominated assets ballooned beyond any rational alignment with

years ago when it went into Irag. America® economic footprint. This structural imbalance exerted inexorable

It & certainly not the hyperpower upward pressure on the dollar& exchange ratei artificially cheapening imports

it was 30 years ago, in no way, while pricing US exports out of competitiveness. The inevitable consequence? A
shape, or form. slow-motion unraveling of domestic productive capacity, as manufacturing
Michael Every atrophied under the weight of financialized distortions.

US Dollar Index, in USD, 01/2010i 04/2025
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Just as thirty years ago, the US today has a significant and persistent
current account deficit, while Germany, Japan, and China have
substantial surpluses.

Current Account Balance, as % of GDP, 19951 2024
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The Atipping pointo, as wdeesrcheckbddewdn by Tri ffin
deficits ultimately destroy the reserve currency & hegemonic status 1

has yet to be reached, and the Global Financial Crisis alleviated some of

the system & inherent imbalances and temporarily stabilized the US

share of global GDP . Yet, these underlying dynamics persist today, and the

current administration is neither willing to risk a sudden de -dollarization tipping

point nor to shoulder the burden of sustaining the system, as the US had done so

far.
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Those outside the security
umbrella will also find
themselves outside friendly
arrangements for international
trade and easy access to the US
consumer.

Stephen Miran

incrementum
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Current imbalances
A Mar-a-Lago Accord may offer a solution fi
0, as Mi rMeerattesifitiato e d .
merge US trade and security policy effectively.Miran enumerates three key
pillars:

- Countries under the US security umbrella would be required to purchase US
government bonds to maintain the security zone as a global public good.

- These countries would be expected to exchange shorterm bonds for ultra -
long-term century bonds, not short -term bills.

- Noncompliance would trigger tariffs.

This approach divides the world into friends and foes , with no room

for nuance. Nations must either align with the new economic and security order
(gaining privileged market access) or face marginalization through aggressive
tariffs, capital controls, and financial isolation. Such tactics wouldn @ merely
contradict the spirit of the Plaza and Louvre Accords; they would actively
dismantle their multilateral foundations.

Even with a concerted effort, it remains uncertain whether the scale of financing
required for effective implementation could realistically be mobilized. Since the
Plaza Accord was signed in 1985, global foreign exchange trading volumes have
surged more than tenfold and now exceed USD 5trn daily. As both 1980s accords
demonstrate, there is limited ability to resist the underlying fundamental forces
that ultimately drive the markets.

Not everyone is a fan of Miran & plan. Beyond the practical implementation
challenges, fundamental doubts persist about whether this restructuring of global
financial relations can unfold orderly. highlights Miran &
controversial proposal for a "usage fee" on foreign holders of US Treasuries,
effectively confiscating a portion of interest payments. Such a measure would
violate the principle of equal treatment for investors and mark a radical departure
from established financial norms. Eichengreen warns of a dangerous

domino effect:  Attempts to restrict foreign bond purchases could backfire,
accelerating de-dollarization rather than managing it as intended.

Tools for Global Economic Restructuring

A broader strategy &8 anchored in swift, complementary measures rather than
isolated policies & will be essential to reshape global economic relations while
advancing domestic objectives. compellingly
outlines how additional policy tools could execute the Miran Plan, reinforcing that
trade and capital flows structurally compel the US to run massive deficits. These
imbalances are driven not only by the dollar & reserve currency status
and resulting appreciation but also by the unique position of the US as

the only country with unrestricted capital mobility and a financial

system large enough to absorb global inflows.
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Wede also at a unique moment McNair elaborates on reinstating the 30% foreign withholding tax,

geopolitically, and | could see in abolished in 1984ki IwWwhilcehl ctowmd dbifir dos, was
the next few years that we are he describes it.  With estimated foreign holdings of USD 30trn in US securities,
going to have some kind of a such a tax could generate approximately USD360bn annually, or USD 3.6trn over
grand global economic a decade, offsetting the projected cost of extending the Trump tax cuts and
reordering, something on the discouraging excessive foreign resere accumulation. Since most countries already
equivalent of a new Bretton impose similar taxes, the risk of retaliation or large -scale capital reallocation would
Woods or, if you want to go remain limited.

back, like something back to the

Steel Agreements The | egal foundation for i mplementing this A
Treaty of Versailles. There & a Treasuries already exists in the
very good chance that we are (IEEPA), which provides the President with authority over international
going to have that over the next transactions in response to foreign-origin threats to US national security, foreign
four years, and | @ like to be a policy, or the economy.
part of it.
Scott Bessent Miran & proposal to accumulate foreign reserves as a unilateral tool for
trade rebalancing could play an even more critical role. This approach

reveals the strategic logic behind the Trump administration & creation of a US
Sovereign Wealth Fund (SWF). By selling dollars to purchase foreign currencies or
assets, the US government could increase demand for those currencies, raising
their value and reducing the trade imbalance.

lctislieyt as f ol

Y
7

Mc Nair substantiates tié\shiep-osasiobrni

0. This direct
connection to trade policy alignment strongly suggests the SWF is meant to serve
as a tool for addressing trade imbalances through capital flows, as outlined in
Miran & framework.

While the Treasury® (ESF) already provides a legal
mechanism for currency operations, its limited size 7 under USD 40bn 1
necessitatescreative expansion. Additionally, the merger of the SWF and the US
International Development Finance Corp. , which is even being considered to
absorb key USAID functions that have been radically restructured by the
Department of Government Efficiency (DOGE), could create a unified vehicle that
scales the capability to execute financial operations to unprecedentd heights.

Wede going to monetize the asset  Imagine capitalizing this consolidated fund using US Treasury gold

side of the US balance sheet for reserves, currently valued at approximately USD 800bn. Given the DFC&
the American people. Theredl be ability to operate with bank -like leverage ratios of 10 to 20 times its equity capital,
a combination of liquid assets, such capitalization could support between USD 8.4trn and USD 16.8trn in lending
assets that we have in this and reserve accumulation capacityi without requiring a formal revaluation of
country, as we work to bring Treasury® gold, which remains recorded at USD42.22 per ounce. This approach
them out for the American would provide an extraordinary tool to align trade and capital flows and

people. implement Miran & plan to rebalance global economic relations.

Scott Bessent

The US SWF operates through a different mechanism [than traditional
SWHF&]: instead of recycling trade -earned dollars, it would create new dollar

incrementum
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[This paper is] a recipe book, and
| am trying to evaluate how
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reserves to purchase foreign assets. However, from a balance of payments
perspective, the economic impact is identical to traditional reserve
accumulation or sovereign wealth funds. Whether through a central bank
converting trade -earned dollars into reserv es, a commodity-based SWF
reinvesting oil revenues, or the US creating new dollars to purchase foreign
assets, all these activities represent capital outflows that must be matched by
corresponding trade flows.

Recent unprecedented activity in the physical gold marketi record COMEX
deliveries, rising US vault holdings, depleted London inventories, and the US

useful or not us eshiftingto net gold imports i has raised speculation that the Treasury may be

various recipes are to make.
Some of them are easy, some are
tough, some are [...] filling,
satisfying meals and some will
leave you hungry again in half

an hour. [...] to be clear, I am not
the chef, the president is the chef.
Stephen Miran

The climax is the worldwide
spread of gold as a measure of
value that fostered the 18th and
19th century triumphs of the
industrial revolution and the
British Empire. Enabled were
200 years of unprecedented
growth and progress, and
centuries of perpetual
government bonds
in many nations bearing interest
rates under 4 percent.

George Gilder

incrementum

quietly accumulating gold to capitalize this merged DFC/SWF. Such purchases
would be legally permitted under , despite the Treasury not
having bought gold since 1968.

While the consistency of this broader strategy is striking, it should not obscure the
significant risks associated with its implementation. A carefully balanced
combination of tools may prove essential to its success.In the following

section, we will explore some of the more unconventional approaches

currently under consideration.

Gold-Backed Bonds

Against debt-soaked sovereigns pushing the world toward a genuine monetary
paradigm shift, Judy Shelton, a longtime advocate of gold& monetary role, has
resuscitated a proposal for gold-convertible Treasury securities. While once
viewed as aspirational, this approach appears feasible as trust in hard

assets rises and could reintroduce a golden anchor to the formal

monetary architecture.

Historical context of gold-backed bonds

During the classical gold standard era, government bonds functioned within a
monetary system where While
these bonds were not typically redeemable directly in gold, they functioned within
a system where currency stability was guaranteed through gold convertibility.
With Britain leading this system as the world & financial center,
consolidated annuities, aka consols, represented the benchmark for

sovereign debt. These bondipurchasing power due to the
pound sterling & gold backing.

The predictability of this arrangement allowed at

historically low interest rates. The British government perpetual
consols at around 2.5 3% during much of the 19 century, while US long-term
bonds typically yielded 37 4%.
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The Carter bonds emergency

During the 1976 campaign, Fast -forward to more recent times. Between 1971 and 1981, the M2 money
Carter assured us that "Ah feel supply more than doubled. Monetary expansion led to stagflation T the previously
yo@pain," and such is his Aunt hinkabled combination of high inflation a

enthusiasm for this empathy that Keynesian economists struggled to explain. Americans faced the wost of both

he has gone out of his way to worlds: double-digit inflation alongside rising unemployment. Consumer price
inflict pain ever since. inflation, which had averaged just over 2% annually in the 1960s, surged, reaching
Murray Rothbard over 14% by 1980. As inflation accelerated, the USTreasury faced a genuine crisis

of confidence. Foreign central banks and investors increasingly questioned the
wisdom of holding dollar -denominated assets.

In this context, the Carter administration issued government bonds

denominated in foreign currencies i specifically Swiss francs and

German Deutsche Marks. TheseCarter bonds represented an admission of the
dollar & diminished standing and the Treasury& difficulty financing deficits in
domestic markets at favorable interest rates.

It & not so unusual to run out of In 1978 and 1979, the Treasury in German mark- and
someone elsé currency. Swiss franc-denominated securities. The world & reserve currency issuer was
Jeffrey Sachs effectively acknowledging it could no longer reliably finance itself in its currency 1

a move typically associated with banana republics, not the global financial
superpower. Market participants recognized the issuance for what it was: an
emergency measure reflecting severe distress in Americ& financial position.

Aftermath and AThe Great Moder at
The abandonment of the Bretton The appointment of Paul Volcker as Federal Reserve Chairman in August 1979
Woods system and the discipline marked the beginning of a painful but effective restoration of monetary credibility.

of gold left us without an anchor. Volcker® vigorous interest rate hikesi pushing the federal funds rate above 20%
We had to rebuild credibility in 19817 precipitated a severe recession but broke inflation& back. Consumer
from scratch. price inflation fell from 13.5% in 1980 to 3.2% by 1983. As inflation expectations
Paul Volcker recalibrated, bond yields began a secular decline. The 10year Treasury yield

peaked at 15.8% in September @81 and entered a fourdecadelong bond bull
market, known as The Great Moderation .

US CPI, yoy, and US 10Y, 01/1960i 03/2025
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We now understand better how
little we understand about
inflation.

Jerome Powell

Ironically, the only thing the IMF
explicitly forbids a country from
doing is pegging its currency to
gold [...] If the next Bretton
Woods conference takes place at
Mar -a-Lago, | am very happy.
Judy Shelton
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Similarities to the 1970s

Recent developments in global financial markets bear resemblances to the 1970s

166

experience of monetary uncertainty, inflation, and international questioning of

dollar primacy. The credibility of central banks has suffered significant damage.

Structurally, U S fiscal deficits have become entrenched at levels that would have

been unimaginable in previous decades. In a nonrecessionary period, the 2023
federal deficit reached USD 1.7trn or 6.3% of GDP. Interest costs on federal debt in

the US now surpass military spending.

Differences from the 1970s

Despite the parallels,
1970s in several critical aspects.

today & situation differs fundamentally from the

Most notably, the United States now

operates with debt levels previously associated with wartime emergencies.Total

public debt exceeded 120% as of Q42024, compared to hovering in the low 30%

range throughout the 1970s. This constrains monetary policy.

Moreover, the US now faces a deficit of more than 6% of GDP vs. 23% in 1980, a

net international investment position of -79% of GDP vs. +10 15% under Reagan,

and a true interest expense totaling 108% of fiscal yearto-date receipts*? In this

context, the Trump administration is left with a singular policy path:
drastic and rapid debt
negative real rates over a short period, a reality that both policymakers
and investors appear to be navigating som
anger, and bargaining.

-to -GDP devaluation through profoundly

ewhere between denial,

Perhaps most significantly, the international monetary system has evolved from

the relatively simple bipolar Cold War structure to a multipolar arrangement with

multiple currency blocs and regional financial systems. China & emergence as

an ambitious yet passive
stark departure from the 1970s.

-aggressive economic superpower marks a

Meanwhile, innovations like central bank

digital currencies, stablecoins, and Bitcoin further complicate matters by offering

technological alternatives that did not exist in previous crises.

Flashback to 2017

When we interviewed Judy Shelton in the In Gold We Trust report 2017,*3 she

emphasized that today® post-1971fi n esny st e mo ,
st y | &heltoh larcektad thatthise | i abl e
architectureo inevitably

your

filincoherent

own thingbo

wi t h

currencies f|

like China, compromising the real economy in advanced nationsi especially the

US manufacturing base. Already in 2017,

| was recently at a conference [...] | presented a proposal for a gold -linked

Treasury bond [...] That would be a vitally important signal that the US

intended to move toward a stable dollar. It would suggest an inclination to

0

42Gr omen,

March 25, 2025
43 A

Luke:
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establish new currency arrangements 1 and would represent a first step
toward building a new international monetary system.

Shelton stressed that it neednd be a pure gold standard from day one; however,
issuing a portion of government debt convertible into gold restricts dollar
overissuance. If the government inflates away the bonds face value, it risks losing
gold from its national coffers.

In those 2017 remar ks, Shelton also mentioned
Woods-st yl ed conf er en c e® goldliekage might lee pasti@lly d o | | ar
restored. Little did we realize that 2025 might see the reemergence of these exact
ideas, with President Trump and his cabinet pursuing a reset of the global
monetary system, with Shelton being mentioned as
as Chair of the Federal Reserve.

Core elements of gold-backed bonds

The absence of gold as an Shelton & plan is straightforward and includes two primary

intrinsic part of our monetary components: gold convertibility and revaluing the United States 0

system makes our century, the current gold reserves. Selected Treasury issuance$ for example, 50-year

one that just passed, unique in maturities 7 would include an option for the bondholder to redeem in gold at a

several thousand pre-specified ounce allotment per USD 1,000 face value.

believe gold will be a part of the

international monetary system The US holds 261.5million ounces (M 0z) of gold. These official reserves look small

sometime in the twenty -first on Treasury accounts at the book price of USD42.22/0z. However, at current

century. market prices and an official gold hoard of 8,133 t, the revaluation profit would

Robert Mundell, in his Nobel amount to roughly USD 800bn, effectively an underutil ized national treasure.

Prize speech Shelton proposes using that advantage to anchor debt issuance to new gold T
bonds.

Why are our neighbors, who live Astute commentators from to argue that

and breathe off our economy, not gold remains cheap relative to the Feds balance sheetAs a share of the

taking care of America? Federal Reserve & assets, the official gold stock is at historic lows, even

Howard Lutnick lower than in 1969, months before the US dollar & final Bretton Woods
crisis.

US Gold Reserves, as % of Fed Balance Sheet, 01/1918i 04/2025
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If the governments devalue the
currency in order to betray all
creditors, you politely call this
procedure dnflation 6

George Bernard Shaw
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Further, gold -backed Treasurieswould fit within the vision of the above -
mentioned Mar -a-Lago Accord as an ideal vehicle for locking allies into long
duration UST holdings, since they offer a reallocation incentive that operates
without coercion.

Gold-Backed bond mechanics

A modern gold-backed Treasury bond would carry a face value of, say, USD 1,000,
and a built-in redemption option at maturity of, say, 50 years. Holders might
choose either the nominal payout or a specified amount of gold. Because this gold
redemption clause protects against inflation, the Treasury can offer a lower
coupon, potentially saving billions in interest expenses. Even issuing a small
fraction, e.g. 5 T 10%, of total debt in gold  -linked form could anchor

perceptions of the dollar & stability and influ ~ ence the entire yield curve.
This possibility of a gold revaluation recently gained attention after government
officials publicly acknowledged that the measure is being considered. For instance,
Cynthia Lummis, chair of the Senate Banking Subcommittee on Digital Assets,

proposed utilizing revaluation gains to fund a Strategic Bitcoin Stockpile: fi

Still, as our friend Tavi Costa recently revealed , even atthe mark -to-
market adjustment, the US Treasury gold reserves currently account to
a mere 2% of total outstanding government debt. This is one of the lowest
levels in history.

US Gold Reserves (Ihs), as % of US Debt, and US Debt (rhs),
180/?_5 % of GDP, 19471 2024
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Source: Tavi Costa, Nick Laird, LSEG, Incrementum AG

Why this time might be different

A Mar -a-Lago Accord might combine trade alliances, defense
commitments, and partial gold exchangeability, reminiscent of
discussions around Bretton Woods 1. President Trump has repeatedly
stressed that US allies should share more of the burden for their defense. 50 100-
year gold-backed bonds can encourage allies to hold US debt, locking in defense

and trade benefits. If a handful of allies, such as Japan and BJ nations, buy gold-
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This time could be different,
because while the dollar is still
the king of currencies, it is
becoming clear that gold is the
monarch of money.

Andrew Hecht

We dond really have a solvency
crisis; we @e well beyond that.
We have a refinancing crisis.
Doomberg

At the close of this crisis cycle,
the rules surrounding money
and banking, and what those
systems look like in the future,
will have changed.

Lawrence Lepard

| told them: Score one, and
everything changes. But three?
That was madness.

Rafa Benitez
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backed bonds, a new system could emergé not a proper gold standard , but with
agold reference at least, enhancing discipline.

, 0 S hwrites far the New York
Sun. With his reelection and a

may push more aggressively for fiscal and monetary realignment.

strong

Tariffs, currency negotiations, and gold -backed bonds form a trifecta.
Tariffs provide negotiation leverage; currency deals (like a new Plaza Accord)
might be hammered out in the process; and the gold bond is thehard anchor ,
ensuring any new arrangement is credible.

Put differently, gold  -backed bonds could be a key part of a carrot -and -
stick approach with regard to the US leveraging its balance sheet and

military to nudge countries to roll their short -term debt into long  -term
bonds. The Treasury& current debt profile skews toward short-term maturities,
which creates rollover risk and makes it vulnerable to interest rate fluctuations.
Without triggering market disruption, the debt maturity profile could be
transformed by incentivizing allied centr al banks and sovereignwealth funds to

exchange their short-term holdings for a long -duration gold -backed instrument.

Such a move would provide the US with breathing room while giving foreign
creditors an increased sense of security in anera of monetary uncertainty. For
allies concerned about dollar devaluation, these instruments provide protection.
And, for the Treasury, the gold-backed bonds offer a mechanism to extend debt
maturities at potentially lower interest costs than conventional long-dated bonds.
In this sense, Judy Shelton & plan co -opts gold to reverse the decline of

the West & debt -based system. It thus represents a repeal of much of the anti-
that has | ed
might have sounded fringe (as elites often call things they dond have good

gold20thand2ltc ent ury fwi sdomo

counterarguments against) when we interviewed Shelton in 2017 feels almost
inevitable in 2025.

Conclusion

Nation -states have realized that their currencies could one day play the role of a
global reserve, which could undermine their objective of shaping stable and
resilient economies. Indeed, everyone has understood that solving the

Triffin dilemma is an ordeal too great and burdensome to pursue.

Therefore, a global economic reconfiguration is in the cards. Whether it will be
characterized by the emergent BRICS+ group calling the shots or a revived
American dominance leading the way remains to be seenAt any rate, we can
expect that gold & monetary role will stage a remarkable comeback, like

| #IGWT25

mandat e


https://twitter.com/IGWTreport
https://www.linkedin.com/showcase/ingoldwetrust-report/
https://ingoldwetrust.report/
https://www.incrementum.li/en
https://www.nysun.com/article/a-250th-anniversary-gift-for-uncle-sam?member_gift=CUZ5qwd3crq4pmz-xrd
https://www.nysun.com/article/a-250th-anniversary-gift-for-uncle-sam?member_gift=CUZ5qwd3crq4pmz-xrd
https://www.nysun.com/article/a-250th-anniversary-gift-for-uncle-sam?member_gift=CUZ5qwd3crq4pmz-xrd
https://www.nysun.com/article/a-250th-anniversary-gift-for-uncle-sam?member_gift=CUZ5qwd3crq4pmz-xrd
https://www.youtube.com/watch?v=3ojXHf293M8

Efforts to find alternatives to the
dollar and dollar assets will
intensify... alternative reserve
assets like gold or
cryptocurrencies will likely
benefit.

Stephen Miran

It is imperative for our national
security that the United States
take immediate action to
facilitate domestic mineral
production to the maximum
possible extent.

Donald Trump
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Practical considerations for investors

n

,0 Stephen

Mi

ran bluntly

positions investors to front -run other market participants into the new world we

are entering, as the dollar® dual role as trade and reserve currency has created an

unsustainable tension that must be resolved.

Any Mar-a-Lago Accord, using America® carrot-and-stick approach to influence

exchange rates, would likely trigger significant volatility in currency markets. It is

foreseeable that central banks and sovereign wealth funds will accelerate their

reallocation into tangible assets if the US devdues its currency and attempts to

pressure foreign states into shifting into longer -duration US dollar -denominated

securities, especially if those are partially backed by gold. Measures such as the

recent announcement by Poland& central bank to raise its gold reserves to 20% are

likely to become the norm, particularly outside the Western world.

More specifically, geopolitical fragmentation has created a two

opportunity in gold:

-track

Direct ownership benefits from currency debasement and

systemic instability. At the same time, select mining equities will experience

substantial earnings expansion as gold prices rise while input costs stabilize.Gold

has now entered a rare window where it provides both portfolio

defense and offense.

Beyond gold, equity sectors positioned for reshoring and domestic

manufacturing should do well.

President Trump & March 2025 executive

order to increase American mineral production adds gold, copper, uranium, and

potash to the list of defined minerals while expediting permitting on federal lands,
in addition to those already included in 30 USC. 1606(a)(3), and any other as
determined by the chair of the National Energy Dominance Council (NEDC).

China & immediate response

i and

for accelerated pipeline

construction and mineral extraction signal a global race for resource

dominance.

Tech-forward defense firms, infrastructure developers, and

commodity producers will benefit from this competitive dynamic. Meanwhile,

multinationals dependent on global supply chains face significant margin

compression as trade barriers rise.

For bonds, the Treasury yield curve will transform. If Miran & vision materializes,

forced purchases of ultra-long century bonds by allies will create demand at the

long end of the curve. At the same time, shortterm rates remain elevated

potentially inverting the curve for an extended period. According to Miran, an

agreement whereby US trading partners term out their reserve holdings into ultra -

long-duration UST securities will:

- alleviate funding pressure on the Treasury and reduce the amount of duration

it needs to sell into the market;

- improve debt sustainability by reducing the amount of debt that will need to be

rolled over at higher rates as the budget deteriorates over time; and
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The lesson is clear. Inflation
devalues us all.
Margaret Thatcher

At a global level, there is just one
really big surplus (China) i and
one really big deficit (the US).
That, in a sense, makes global
adjustment easy.

Brad Setser
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- solidify that providing a defense umbrella and reserve assets is intertwined.

Emerging markets will either align with the Western bloc and accept

unfavorable terms or accelerate de -dollarization and face short -term
economic pain.  This binary creates trading opportunities in EM currencies and
sovereign debt, particularly for the middle powers with resource endowments that
can pivot between blocs.

The path forward in a multipolar world

From the perspective of Main Street, the outlook appears challenging.
Implementing such a plan could run counter to fundamental economic laws. It
remains to be seen whether Trump might recognize that policies potentially
undermining citizens épurchasing power and relying heavily on centralized
planning might not effectively address the imbalances within the US economy.
Under these conditions, pursuing the America First agenda could risk exacerbating
existing stagflationary pressures.

Ultimately, intertwined trade and security policy and higher economic uncertainty
create a feedback loop benefiting gold and other hard assets. Noticeably, the forces
reshaping the monetary system have already been set in motion. As our friend
Matthew Piepe n b ur g r e miistandisverulsngd to fold 6 lnvestors who
position themselves now will benefit as gold reasserts itself; the only

variables are time and magnitude.

A natural US dollar adjustment?

Importantly, not all market strategists believe a formal agreement is

necessary to achieve US dollar devaluation. Marko Papic contends that

i 0 already popped by
administration & policies. He argues that the US dollas overvaluation stems from
excessive fiscal spending rather than structural trade imbalances alone. In this
view, a significant 207 30% decline in the US dollar will occur organically as global
capital recognizes and adjusts to this reality, rendering elaborate new currency

accords unnecessaryPapic observes T

0 Thi s -dnvanrrdalitytis now playing out in real time:
The DXY has plunged nearly 10%, breaching the 100 level for the first time since
2022. It seems that the dollar & reckoning is arriving not through diplomacy but
through the cold calculus of capital flows.

A complete implementation of the Mar -a-Lago Accord in the form
discussed by Miran is unlikely. He is aware of this and recently stated in an
interview that Trump focuses more on tariff policy than on the other tools in his
playbook. Rather than attempting to manipulate the US dollar through clever
tricks, the US government must tackle the problem at its root. Fiscal consolidation
would reduce reliance on foreign savings to finance government spending. The
resulting decline in the capital account surplus would correspond with a reduction
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in the current account deficit. However, this fundamental insight appears to be
lacking i both in Miran & thinking and, presumably, in Donald Trump & as well**

For investors, the multipolar shift underscores gold & resurgence as a
safe -haven asset, further justifying this year & theme of The Big Long
Even if the US dollar maintains gl obal

out in real-time, gold remains the long game in a fragmenting global order.

Surely, in a paradigm where the US dollar is weaponized as a tool of American
economic statecraft, what other asset is there that could substitute for the dollar as
a means of exchange in international trade, as well as serve as a store of value in
the balance sheets of central banksAlthough there may be some suitable
candidates to play this role, the best choice is that golden barbarous

relic.

o]
4 seeDuart e, MPababcorbkok A AM@r-a-Lago-Accord: Much Ado about
Not hing?A), Flossbach von Storch, March, 28 2025
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From Trade Restructuring
To Monetary Reset? a
Luke Gromen debates

Louis-Vincent Gave

We closed the gold window on Sunday, August 15",
1971. I think we just closed the dollar window on
Wednesday, April 4,

Luke Gromen

1 At atime when severe distress is plaguing the
global financial markets, Luke Gromen and Louis-
Vincent Gave share their reflections on the epoch -
making developments happening as they speak.
To get a sense of what is happening in the
markets, we delve into President Trump & high-
stakes America First agenda and his plan to
restructure international trade.

fTThe tensions arising frol

war is accelerating de-dollarization. This is a
process that has been occurring for some time
and is mirrored by the increase in demand for
gold to be used as a monetary reserve.

1 Not only have we witnessed a decline in the
appeal of US Treasuries, which have historically
been the backbone of the dollar's reserve status,

buthow the AMag 748 tech st

favor, too. Thus the question arises: What asset
will now back the US dollar?

1 Gold has been gaining recognition for its

monetary functions, being positioned as a
politically neutral reserve asset. The recent US
policies appear designed to redirect foreign
capital from Treasuries and tech stocks into gold,
and there seems to be a historical precedent.

1 The risky strategy of simultaneous fiscal

tightening and trade conflict now being carried

out by the US administration may lead to a deep
recession, not just in the US, but in the world.
Because of the close relation between

government revenues and equity market
performance, there could be a crisis of confidence
in Treasuries,pos si bl y triggerin:

scenario.

1 While the US is now trying to pivot toward

economic self-reliance, China has already
endured a painful restructuring and is showing
higher resilience. Still, the two opponents seem to
be misjudging each other& weaknesses and
strengths, creating a dangerous setup for
miscalculation.
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Louis -Vincent Gave is the CEO of , a Hong Kong -based
company he co -founded over twenty years ago with his father Charles
Gave and Anatole Kaletsky. ~ Gavekal has grown to become one of the worlds
leading independent research providers to institutional investors around the globe.
Louis has written seven books, the latest being

, which reviews how to build a portfolio at a time of rising
geostrategic strife and when very low interest rates and stretched valuations on
most assets announce constrained returns over the next decade.

Luke Gromen is the founder of (AForest for the Treeso)
macro/thematic research firm catering to institutions and

sophisticated individual investors. Luke& vision for FFTT was to create a

firm that would address the opportunity he saw created by applying what

customers and former coll eagues consistently
put the big picture pieces togedeasngd during a
fistilngdo of perspectives occurring on Wall Stre

The discussion between Luke Gromen and LouisVincent Gave, led by Ronald
Stoferle and Nikolaus Jilch45, took place on April 7, 2025, just a few days after
Trump & Liberation Day , a day that is likely to mark a turning point for the world
and the financial markets. The two well-known analysts discuss the implications of
recent geopolitical and economic developments.

% incrementum

The debate addresses, among other things, the question of whether the US dollar
will retain its status as a reserve currency in the coming years. The topic of the
guality and attractiveness of US dollar-denominated assets inevitably comes up as
well. In th e end, both Luke Gromen and Louis-Vincent Gave provide investment
recommendations for this new and unfamiliar investment environment.

We are publishing the highlights of this debate below. The full version
of the debate is available for download . The video of the entire
debate can be viewed on YouTube

o}
45 Over the past few years, Niko Jilch has contributed numerous articles to the In Gold We Trust report. He works as
a financial journalist and podcaster. You can follow him on , %, and , among others.
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I think it & perfectly normal for
the reserve currency of the world
to run a current account deficit
with other countries. And
basically, as we all know, there &
just one big deficit, which is US
with China. | think the rest are
basically peanuts.

The other side, the side | tend to
agree with, | hold up the dollar
share of global FX reserves
overall of just currencies, and it &
gone from, call it, 70% share to
50, low 50% share over the last
15 years or so. And if you include
gold into that, that market price,
the dollar share of global FX
reserves is under 50% now.

Just as equity markets have
really been horrible this past
week, US Treasuries have really
done nothing, for all intents and
purposes.
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Ronnie Stéferle

We are very, very proud supporters and subscribers of both of your services. We
deeply value your insights, your forward thinking, analysis on markets, on
currencies, on geopolitical shifts, on commodities, on asset allocation. And today
wedl examine the state of the US dollar, the future of gold, the evolving impact of
Bitcoin, and the broader shifts in the world economy. Basically, no one else on this
planet is better equipped to guide us through these really critical themes and topics
that wede facing today. So, it& a real pleasure.

Today is April the 7th, 2025. Quite a lot of things happened over the last couple of
days. We had the secalled Liberation Day 1 and I&n sure that whenever you will
listen to this interview, quite a lot will have happened in the meantime. So, let us
start with the big elephant in the room, which is basically the US dollar being the
reserve currency of the world. | think it & perfectly normal for the reserve
currency of the world to run a current account deficit with other

countries. And basically, as we all know, there & just one big deficit,

which is US with China. | think the rest are basically peanuts

So, the big question from my point of view, with all those developments over the
last couple of days and weeks, is, will the US give up this exorbitant privilege? Will
they give up the role of the US dollar as the world reserve currency? And taking a
step back and analyzing the big picture, gentlemen, do you thinkthat the US dollar
will still be the world reserve currency in five years?

Luke Gromen

| think it depends how you define it, because when | get in these debates or these
guestions, one side saysJt & still used in 90% of global transactions, it & still
dominant ; which is true. Then, the other side, the side | tend to agree with,

I hold up the dollar share of global FX reserves overall of just

currencies, and it & gone from, call it, 70% share to 50, low 50% share

over the last 15 years or so. And if you include gold into that, that

r 50% now .

So, in terms of usage, if tha®s how we want to define the debate, | think yes, it

market price, the dollar share of global FX reserves is unde

absolutely will still be the primary or one of the primary used currencies in the
world.

But, at the FX reserve level, | think in five years, the dollar& share is going to be
below 50%. And when you add gold in there, | think it & going to be wellunder
50%, because | think what we are in the early stages of watching is a messy attempt
to basically restructure the system in a way that gold runs the deficits, so to speak,
instead of the United States. And there® huge executional risk and volatility
associated with that.

Louis Gave

| don @ disagree with anything that Luke just said, which | know for the purpose of
this conversation, | fear that Luke and | agree on a lot more than we disagree on. |
just want to add something, going back to your question on the reserve function.
For me, one of the more important developments is that if you look at the past four
years, you¥e had four consecutive down years on US TreasuriesAnd just as
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The US makes stuff up. That® the
US comparative advantage.
Theyde the best financiers in the
world. So, you dond want a

Mag 7. Dond worry; we &e got
something else sexy for you.

When we had this America First
Investment Policy memo,
February 21st7 thisis a
significant paraphrasing, but it
said, China, take your money
and go home; we dond want you
here anymore.
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equity markets have really been horrible this past week, US Treasuries
have really done nothing, for all intents and purposes . | think the TLT is

actually down today.

Behind the US dollar was always the US Treasury market. If you had excess
dollars, if you were Saudi Arabia, China, Japan, whoever, if you had excess dollars,
you bought US Treasuries. And in the past four or five years, thats no longer been
the case. You had excess dollars, you didéwant to buy US Treasuries. You didnd
want to buy US Treasuries for one of two reasons. Either you were afraid that they
would get confiscated, if youde China, Russia, or essentially any nordemocracy,

or you were just looking at the US following extremely expansionary fiscal policies
even in the face of low unemployment. It& like, why would | own bonds when
youde adding two trillion a year into the supply?

What& happened in recent years is, instead of owning Treasuries, people abroad
who had excess dollars decidedForget Treasuries, | @n just going to buy the Mag
7; | can buy Microsoft, | can buy Apple, | can buy Google . They&e got great

liquidity. These are trillion, two -, three-trillion -dollar companies. Theyde actually
better than Treasuries because the@e got an inflation hedge embedded in them.

But now all of a sudden there® a realization, Hold on, is Mag 7 that great? They
just spent hundreds of billions supposedly on Al, and that & probably going to be a
massive write-off. Theyde about to get taxed, not only by the US administration
but by the foreigners as well, as part of this new trade war. So, their margins arert
going to be what | thought they were. For me, that® the shift wede going through
right now. To have areserve currency you need to be backed by an asset that
people want to own.

Now, you could say it doesrh matter, the US is great at coming up with the next
thing. It @ be mortgage bonds, itdl be something. The US makes stuff up.
That & the US comparative advantage. They Ge the best financiers in the

world. So, youdon &Gwanta Mag 7. Don & worry; we &e got something

else sexy foryou . There it is. | don& know what that something else is right now.
I think Treasuries are done; | think Mag 7 is done. So, what& the next asset thats

going to back up the US dollar? Not convinced.

Niko Jilch
Luke, fiGol d i s
next asset that® going to back up the dollar? Is this also the reason why wée

you said going to run

talking about a Bitcoin reserve right now?
Luke Gromen

I think the L o ui & a dreatdeadeindo thistbecauses
youde seeing for political reasons here, around the Trump administration and

way

what they ran on and their electoral base, the steps taken by the administration,
already year to date, have effectively told China,we don® want your money in the
Mag 7 anymore . When we had this

,on February 21 sti this is a significant paraphrasing, but it said,
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Additionally, curiously, within

all of this trade war, there & one
thing that didn & get tariffed in
all this, and it was gold.

When | say that gold is going to
run the deficits, gold is going to
be the neutral reserve asset, in
my opinion.
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China, take your money and go home; we don G want you here
anymore

When you look at some of the proposals of the head of the Council of Economic
Advisors, Stephen Miran, within that piece that he wrote about the reordering the
global trading system, he talked about, and more importantly, this Trump America
First Investment Policy memo explicitly discussed, bringing back a tax on
Treasuries that China had been exempt from this whole time. So, youde talking
about raising the cost of carry on Treasuries. Youbde talking about raising the cost
of carry on foreign capital.

And the political side of it is, We dond want foreigners buying our companies
anymore; we don & want them buying our farmland anymore; we don & want
them; they need to buy something else. Additionally, curiously, within all of
this trade war, there & one thing that didn @ get tariffed in all this, and it
was gold . The Trump administration made a point of not tariffing gold. If | just
look at it as a straight, relative comparative, 1&n going to have cost to carry up
significantly, versus what it was on Treasuries, on Mag 7, on stocks. And if Bn
China or other US trade creditors, the cost to carry on gold, in that context is
nothing.

What | think is being brought back is something that was discussed in the &@0s.
You can find it in declassified State Department documents with Kissinger and
Volcker, where they were having a similar problem.

When | say gold will run the deficits, ultimately, | think what we &e going to see is
the price of theselflavéthd veestinto Aréabuyies and then
stopped, and then went into Mag 7; | think we are in pregame warmup,

not even in the first inning of these flows going into gold . As they do,
youde talking about trillions in flows into an asset that & now up to a USD20trn
market cap.

But, there® still only new flows of USD 250bn year. When | say that gold is

going to run the deficits, gold is going to be the neutral reserve asset, in

my opinion . The Trump administration appears to be attempting to construct a
set of incentives to redirect foreign capital, that first went to Treasuries and then to
Mag 7, as Louis noted, into gold going forward.

Ronnie Stoferle

What& currently happening? Basically, it sounds a little bit like the wet dream for
every gold bug. | mean, there® Luke now talking to Tucker Carlson about gold and
explaining to him what gold means. We&e got Scott Bessent saying that h&
actually a gold bug. Weie got things like an official audit of Fort Knox being
discussed.

Louis Gave

Sure. Youde right. It does seem to be a wet dream. And yes, when you start to see
everything in the general media, then you get indeed to the question that Luke
raised: Are we in the warm-up phase? Are we in the fifth inning? Are we in the
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At this stage, to get fired up
about gold here, you have to
make the argument: It & different
this time.

If you are a foreigner and you &e
got a bunch of US dollars and for
years these US dollars were
either going into US Treasuries
or US equities, that was great
and that did fine. Then, US
Treasuries stopped working and
now US equities are not working.

There is no doubt that the overall
willingness of people to stay in
the US is probably decelerating
very, very fast. This is not a
political statement; it & just a
reality.
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ninth inning? | think the challenge today, if you &e a gold investor, is the very
guestion wede discussing, and it® whether it& different this time.

Because, if you take a step back, you think gold relative to pretty much every
commodity, whether energy, whether copper, whether silver, whether anything,
gold today is expensive; gold relative to average hourly earnings in the United
States or the price of US real estate. Gold is at the upper band of its historical
trading zone against pretty much anything you care to look at. At this stage, to

get fired up about gold here, you have to make the argument: It &
different this time

So, here it really depends on the global fundamental environment changing. | do
fundamentally believe that today, if you are a foreigner and you e gota
bunch of US dollars and for years these US dollars were either going

into US Treasuries or US equities, that was great and that did fine.

Then, US Treasuries stopped working and now US equities are not

working . Now |&n like, what do | do with these dollars?

One option indeed is, You know what, the world is a really uncertain place; |

dond know what | @n going to do; | @n just going to buy gold . | think that & what
people in China have been doing. Thats what people across the Middle East have
been doing, and in India and lots of places.

There is no doubt that the overall willingness of people to stay in the
US is probably decelerating very, very fast. This is not a political
statement; it & just areality . If youde a foreigner and youde looking at the US,
you think, What a dumpster fire, and what am | going to do with all these

dollars? Do | still feel comfortable owning stocks in the US that are at the end of
the day very expensive relative to stocks anywhere else? Maybe | shift them to
gold; maybe | @ move to stocks outside the US; maybe I&l move to real estate

outside the US. There are other alternatives to gold, but gold is up there.

Niko Jilch

Luke, you talked about this discussion in the &0s, with Kissinger. | highly doubt
that anybody in the US administration has read any transcript from that time. Do
people still understand what gold really is? What role could gold play? Because last
time | checked, it was #atfaditoradi ti ono.
Luke Gromen

I do think there is still, at a certain level, an understanding of what it is and how it
can be used. | do believe that. And ve, in various conversations, gotten certain

levels of confirmation or comfort around that.

Louis Gave

Russia was kicked out of the US dollar, the euro, the Swiss franc, etc., obviously its
trade with China went through the roof. Essentially, everything that Europe used

to export to Russia, be it machine tools, be it cars, tractors, you name it, is now
being exported by China.
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If they truly believed that by
imposing financial sanctions on
Russia, they would turn the ruble
into rubble and absolutely
collapse the Russian economy
because, lo and behold, it didnd
have access to dollars, then |
think they &e just been reminded
that, actually, if you have gold,
you can settle your trade.

Fiscal tightening at the same
time as putting the squeeze on
the US consumeri that®
probably quite a recession.

So, if the US really is now saying,
Wede going to crush the US
consumer, wede going to build
our own industry 1 l@n very
skeptical of their ability to do it,
both politically and just
physically of the ability to do it.
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To the point of: do people still know what purpose gold serves? A lot of that trade
ends up being settled in gold. If they had forgotten, if they hadnd read the
Kissinger papers, if they truly believed that by imposing financial

sanctions on Russia, they would turn the ruble into rubble and

absolutely collapse the Russian economy because, lo and behold, it

didn & have access to dollars, then I think they e just been reminded
that, actually, if you have gold, you can settle your trade. You can buy

stuff fr om abroad.

Ronnie Stéferle

Gentlemen, one major topic has changed over the last couple of days. On
Wednesday, when the tariffs were announced, everybody thought wée having
some sort of a further recalibration of portfolios, which will move assets out of the
US into Europe. But, then | think over the next two days, it basically changed,
because markets started to price in a US recession, but to some degree also aaflal
recession.

Back in the day, we always said if the US sneezes, the whole world will catch a cold.
Louis, you have got a very, very pronounced view on how less dependent China is
on the US anymore. Would you say that we could see a US recession without
moving into a global recession? Is that actually possible?

Louis Gave

Well, it depends how bad the recession is in the US, of course. And if is a fairly
shallow recession, then yes, its absolutely possible. Right now, the US is trying to
do, at the same time, fiscal consolidation, which arguably was very necessary. But
it& saying,Wede going to do fiscal consolidation, and we @e going to massively
rearrange our trade relationships , which, essentially, is saying, Wed@e going to
crush the US consumer.

When you look at it this way, you have to think that & quite a recession.Fiscal
tightening at the same time as putting the squeeze on the US consumer

i that & probably quite a recession . You could say that whats unusual about
this one is that it & almost selfinflicted, right? It & a policy choice by the United
States to go down this road.

So, if the US really is now saying, We e going to crush the US
consumer, we Ge going to build our own industry T 1dn very skeptical

of their ability to do it, both politically and just physically of the ability

todo it . Butif that & really the path of policy, then what does that mean if youde a
European, Mexican, Chinese industrial and you&e spent the past 20 years being
used to selling to the US consumer? Now, not only are you going to lose that client,
but youde going to gain a competitor. That doesnd seem like a super great recipe
for growth, for investment, for risk -taking from the private sector, anywhere in the

world.
Ronnie Stoferle

So far so good, one could say, because Treasury yields are down, the US dollar is
down big-time, and the price of oil is down, of course.
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| would say this detox period
that he was referring to, it
sounds great, but it & like the
heroin addict who also has a
cocaine and alcohol problem and
a gambling addiction, says, OK,
18l stop it now; | &n becoming an
Ironman and | @&n becoming a
vegan now.

The United States has 120% debt
to GDP. The deficit is what it is.
It & an economy, as we¥e shown
in our work, that is highly
sensitive to stock prices. Stock
prices go down, receipts are
going to fall.

What | mean by calling their
bluff is that the unthinkable is
suddenly very thinkable in the
United States.
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Louis Gave
Are they down that much, though? Are you rushing out to borrow money, now that
bond yields have come down like 30/ 40 basis points?

Ronnie Stéferle
No, no, | agree.That & kind of cherry picking by Scott Bessent. | would
say this detox period that he was referring to, it sounds great, but it &
like the heroin addict who also has a cocaine and alcohol problem and
a gambling addiction, says,

OK, I 8l stop it now; |  &n becoming an

Ironman and |  n becoming a vegan now . I't soundsé not
my point of view. But the question is, when will the pressure from markets be
actually too big? And the pressure on the Federal Reservé because Trump was
very quick putting some pressure on Mr. Powell and Powell said, Not going to

happen.

Luke Gromen

| think the executional risk is the huge part of the risk, and they @e almost between
two trapezes, where theyde kind of letting go of the trapeze of the old world and
flying towards the next one on the come. China was able to do this and they still
had, however, many hundreds of billions of dollars a year coming in from, as Louis
said, their trade surplus. In tha t time, it went from USD 200-something billion to a
trillion plus. So, you &e got capital flowing in throughout that whole process for
them. The United States has 120% debt to GDP. The deficit is what it is.

It & an economy, as we &e shown in our work, that is highly sensitive to

stock prices. Stock prices go down, receipts are going to fall

And your interest and interest -like obligations in the United States i that is gross
interest expense, plus entitlements, plus Veteran& Affairs i are 108% of alttime
high receipts, already as a starting point. And now receipts are going to fall pretty
sharply in the next six months, with just what stocks have done.

As we sit here, April 70, | think we are weeks, at most, maybe days, from the
markets basically calling their bluff. What | mean by calling their bluff is

that the unthinkable is suddenly very thinkable in the United States ,
which is an emerging market-like sudden-stop crisis. Scott Bessent and Trump
have since February 26" knocked the S&P down by about 18%. Thais USD11trn in
wealth out of the stock market. And they got 12 basis points since February 26, 12
basis points. | think it & very possible that by the end of this week they will have
gotten zero basis points with even more stock declines. And by next week, they will
have rates up with even more stock declines. And then what do you do? Does the
Federal Reservecome in and cap yields?

Something that hit me over the week and | was thinking about: It was, what | @
been very vocal advocating, that theres an order of operations that must be
respected, if the US is going to try to restructure in the manner that you
highlighted earlier, Louis, which is you &e got to devalue the debt first, if youde
going to do this. And they didn &.
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He is going to beat on those ribs
until they submit. The broken
ribs in this case are the debt for
the US, which is going to feed on
itself.

China® been getting ready for
this fight for the past eight years.

Obviously, they e now at each
other® throats; and in any kind
of negotiation, when you do a
business deal or something, the
worst setup is always when you
think the other guy is weaker
than he really is.

This whole media push of China
is weak, it& about to implode, is
so far from reality. You go to
China today, you feel this is
where the future is being built.
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So now, because they didr, to Louisdpoint, this is like an MMA fight, where one
fighter knows the other fighter has badly broken ribs. What is he going to do? He
is going to beat on those ribs until they submit. The broken ribs in this

case are the debt for the US, which is going to feed on itself ; and sort of

everybody in the markets knows that.

Ronnie Stéferle

So, if we say that thergs this MMA fight, China versus the US, China& strategy
would basically be to stand firm, to resist and just wait for Trump & strategy to
collapse. And it seems that actually China has a little bit more economic resilience,
because they are actually facing more of a deflationary environment, currently. But
the US might be facing a stagflationary development. Would you agree with that?

Louis Gave

| definitely agree. China & been getting ready for this fight for the past

eight years . That& the truth. When the US said no more semiconductors to
China, it was a superimportant moment for China. This was when China decided,
Okay, wede at economic war with the US; they &e just fired the first salvo; now
we get ready.

The US didnd do this, to Luke & point. Once you told China no more
semiconductors, the US should have said,Let& spend a lot of money building up
our own rare earths in Nevada or in Idaho or in Canada

Let® take a step back and alsdook at the leadership that you have in both
countries. Xi Jinping is a guy who would have spent five years during the Cultural
Revolution digging the earth with his bare hands in order to survive. He would
have seen his friends, siblings, etc., literally starved to death. He& gone through a
level of hardship that none of us on this call can even begin to understand or
comprehend.

But this is where it gets interesting. The Chinese population has been taking pain
for the past five years. They&e had their real estate prices drop 30%. Theywe had
no wage increases for the past five or six years. Theye already taken on some
adjustments in a way that the US just hasnd. | think, obviously, they &e now at
each other & throats; and in any kind of negotiation, when you do a

business deal or something, the worst setup is always when you think

the other guy is weaker than he really is . That®& the worst setup, because
when you think you have all the cards and you think the other guy is weak, that®&

not a good setup to get a deal done.

For the past five to ten years, all the media in the United Statesi and | keep
writing about this T have kept saying China is about to collapse. I this house of
cards. You flick it and the whole thing is going to implode; it & on the verge of

& about to

revolution, etc. This whole media push of China is weak, it

implode, is so far from reality. You go to China today, you feel this is
where the future is being built . They&e got flying cars; they&e got trains that

go at 450 km/h; they &e got 6G telecoms. Literally, the engineering discoveries are
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Are they trying to basically let
the air out of the stock market
before it can collapse and then
maybe try to collapse the yuan
first?

I think the levels of pain
tolerance in the US are sort of
bifurcated, in the same way our
society has been bifurcated.

You eat the tariff, or you pass it
on to your consumers. That was

not how this was supposed to go.

If I @ China, 1 @n not devaluing
anything. | @n going to sit here
and | &n going to let them swing.
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all happening over there now. But, the perception is that China is about to

implode.

Meanwhile, if you go to China, their perception is that the US has zero tolerance

for pain. The US is fundamentally just about having a good time. Which | dn not

sure is true either. | think the tolerance for pain in the US is actually quite high.

The US is fundamentally a warrior nation. All this to say that as | look at it, both

sides completely overestimate the other guy® weakness and underestimate the

other guy® strength. It& a terrible setup for any kind of compromise.

Niko Jilch

One thing that is completely baffling is that we have the world superpower

basically trying to inflict this pain on itself. | would like your diagnosis of what

their point of view is. What are they really doing? Are they trying to basically

let the air out of the stock market before it can collapse and then maybe

try to collapse the yuan first?

playing here?

Luke Gromen

I think so. | think the levels of pain tolerance in the US are sort of

bifurcated, in the same way our society has been bifurcated

China first? Is that the MMA game that they de

. Wedve got

the 1%; weve got everybody else, based on the policies of the last 30, 40, 50 years.

And it & interesting that we just had a famous billionaire come out on Thursday

and say, Hey, the best negotiations happen when the other party thinks you d@e

crazy; so, this might work great . And three days later, that same billionaire is like,

Hey, hey, whoa, maybe we need to pausetariffs for 90 days . So, his pain

tolerance was exactly 72 hours.

Louis Gave

You come

| think you mean 10% on the S&P, more than three days. The pain tolerance was
10% on the S&P.

Luke Gromen

| thought it was a very under-reported story a few weeks ago: Walmart went to

China. And our media in the West reported that Walmart was dressed down. To

Louis6point, the world changed. Walmart went over there and was basically told,

bug off; you eat the tariff, or you pass it on to your consumers

was not how this was supposed to go

. That

There is no business out there thais sourcing from China that can take a 104% hit

to their margins, without massive layoffs, etc. So,iflIon Chi naé peopl e

right now, Wed@e going to push China; they @e going to devalue; we @e going to

force them to devalue and then theyd break. If | Gn China, | @n not devaluing

anything. |

dn going to sit here and |

an going to let them swing
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You know the old story of
Napoleon saying to his officers,
when the enemy makes a
mistake, you dond interrupt
them.

In the Marxist church, your
catechism is that big shifts in
history i revolutions, riots, etc. T
occur, not because of individuals
or ideas, but because of economic
forces. And there is no more
powerful economic force than
inflation.

Theyde doing the tariffs and the
US dollar, instead of going up, is
going down. Which means that
the inflationary impact of the
tariffs will actually be double,
because youe going to take the
devaluation and you @e going to
take the tariffs.

The protests, the riots are going
to start in the bond market, but
that & not where theyde going to
stop. It& just where wede seeing
it first.

What they @e trying to
orchestrate is pretty naive,
because they think they can fine-
tune, not only the US economy
but the global economy like a
thermostat.
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Louis Gave
You know the old story of Napoleon saying to his officers, when the

enemy makes a mistake, you don G interrupt them . So, if youde China
today, devaluing the renminbi would be, essentially, helping out the US that&
going to be dealing with an inflationary head. | don @ think the renminbi is going to

devalue. Theyde going to see how the US wears the pain.

The reality, when you look at the Chinese leadership, they might not look and feel
communist, but they were brought up in the Marxist church. In the Marxist
church, your catechism is that big shifts in history T revolutions, riots,
etc. i occur, not because of individuals or ideas, but because of

economic forces. And there is no more powerful economic force than

inflation . This is why the Chinese leadership are so paranoid about inflation at

home. As soon as inflation steps up, they step on the brakes.

Going back to the point that Luke made, if you listen to Scott Bessent and Donald
Trump and to JD Vance three months ago, the narrative was, Wede going to do
20% tariffs and half of that will be paid for by the rising US dollar anyway . The
US dollar is going to go up on the back of the tariffs and, so, the hit to the

consumer will be very little. Meanwhile, the government will make more money.

They Ge doing the tariffs and the US dollar, instead of going up, is going
down. Which means that the inflationary impact of the tariffs will

actually be double, because you Ge going to take the devaluation and
you &e going to take the tariffs . That® why the bond market is not rallying

even though equities are down 18-20%.

If wed all gotten together a month ago and Ronnie, you would have told me,Louis,
| can guarantee you, hand on heart, stocks are down 20% over the next month , |
would have said, Well, just load up on US Treasuries; you @ do great. Nothing.

Luke Gromen

Nothing. To your point about where inflation drives unrest, | think that where
wedie seeing the unrest first in the US is in the bond market. Again, because they
didn & devalue the debt first, they left broken ribs, not just exposed but basically
just standing there with their hands up over their heads saying, Hit me. The
protests, the riots are going to start in the bond market, but that & not
where they &e going to stop. It & just where we &e seeing it first

Ronnie Stoferle

Listening to Trump sometimes reminds me of this Tolstoy quote: Because of the
self-confidence with which he had spoken, no one could tell whether what he said
was very clever or very stupid. Sometimes In really confused with reading this
stuff that Stephen Miran wrote, which is very, very interesting. Then listening to
Scott Bessent, whds obviously a markets guy. Then, also listening to JD Vance,
who made some very important points, actually, and the Europeans were, | think,
guite annoyed to hear those inconvenient truths. But then at some point, | also
think what they Ge trying to orchestrate is pretty naive, because they
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We closed the gold window on
Sunday, August 15th, 1971. |
think we just closed the dollar
window on Wednesday, April
4th.

Three Days

1p David

The alternative method, which is
really kind of scary is, Worst
case, if no one will play ball, then
wedl just burn down the whole
thing.

If that still doesn & work to start
to scare people out of American
assets into gold, to start really
devaluing the dollar, fine; then
maybe American banks will start
to fail.
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think they can fine  -tune, not only the US economy but the global

economy like a thermostat . It& a little bit more complex, | would say.

Luke Gromen

I don @ think that & going to happen. | dond think there & going to bethe sit-down. |
would make the argument that the tariffs may have been the Mar-a-Lago Accord.
Unilateral. In other words, | am increasingly coming around to the view that what
happened on Wednesday was the Nixon Sunday night surprise We closed the

th 1971. | think we just closed the

dollar window on Wednesday, April 4 th,

gold window on Sunday, August 15

Ronnie Stoferle

Luke, may I just jump in? Did you read the book ?21
loved it. People always think there was a big plan behind it, very structured. But
actually, Nixon kind of made that up within a very short time. It basically confirms
that many of the things that are happening, those things are actually not really
planned.

Would you say that, with the tariff announcement, there & probably also not really
a big plan behind it? They just said, Okay, let& give it a try .

Luke Gromen

| think there & one of two things. There is either a plan to try to sort of force people
into it with tariffs T that is the preferred method. The alternative method,

which is really kind of scary is, Worst case, if no one will play ball,
then we 4l just burn down the whole thing ; we dl start with this, markets
will crash, people will look for a bailout, the Europeans will want swap lines.

If that still doesn @ work to start to scare people out of American assets
into gold, to start really devaluing the dollar, fine; then, maybe

American banks will start to fail . And when they start to fail, no bailouts for
anybody over USD 250,000 deposit insurance. You got over 250, it& gone. If that
doesnd do it, then we @l just keep doing it until the world understands that we
dond want this system . Do | think it & the right thing to do? Do I think it & likely?

It & not my base case.

However, if you would have asked me three months ago, what are the odds the
United States would stand aside and let the Treasury market dysfunction and
maybe even up to and including a Treasury auction failure to achieve the longer
term goal of basically shifting capital out of the US to significantly weaken the
dollar, to try to achieve what they see as the end state, | would say theré zero
chance of that. And I think it & still a tail risk. But | don & think it & a 0% risk for
these types of extreme outcomes anymore.

| #IGWT25


https://twitter.com/IGWTreport
https://www.linkedin.com/showcase/ingoldwetrust-report/
https://ingoldwetrust.report/
https://www.incrementum.li/en
https://jeffreygarten.com/book/three-days-at-camp-david/

| was a big proponent of the

Mar -a-Lago Accord. | was a big
believer in it. | wrote pieces. One
of the reasons | was a big
believer in it was that Scott
Bessent himself kept talking
about it.

If it & the US that ends up being
isolated, then | think the
Treasury market melts down. If
it& China that ends up being
isolated, obviously it & terrible
news for Chinese equities, but
theyd@e cheap anyway.

Bessent goes out and says the US

dollar is going to stay as the
reserve currency of the world
and we@e going to use
stablecoins to do it.

Initially, all this made a lot of
sense to me, and since then i&
kind of devolving a bit, because
youde got Bessent saying, Webe
going to keep the dollar reserve
currency through this, and the
world is going to move into
dollar -based stablecoins.
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Louis Gave

18l jump in as well. | was a big proponent of the Mar -a-Lago Accord. | was
a big believer in it. | wrote pieces. One of the reasons | was a big

believer in it was that Scott Bessent himself kept talking about it .And |
thought, here& the narrative.

That was the goal. And | think that the process has now thrown them way off
course. Because of the whold_et® blanket tariffs on everybody and their penguin,
let® rub Xi Jinping & nose in it. Then, you leave him no options. | think that was
the goal, but the process of how it was managed means that now i not going to
happen.

For me, the big question out of this, is it the US that ends up being isolated or is it
China that ends up being isolated? Thais the big question mark. If it & the US
that ends up being isolated, then | think the Treasury market melts

down. If it & China that ends up being isolated, obviously it & terrible
news for Chinese equities, but they Ge cheap anyway . And | think the
government will probably intervene at some point to just buy the market and crank
it back up, because i cheap enough and they can d it.

Niko Jilch

Luke talked about the ECB. We both love the ECB. The ECB is scared of

stablecoins. They talk about the digital euro every day.Bessent goes out and

says the US dollar is going to stay the reserve currency of the world and

we &e going to use stablecoins to do it . Are they really going to do that? Are

we going to go fifree bankingodo on crypto
dollars and buy some Treasuries? And thats the way forward? Or is that just some
other side show that gets blown out of proportion?

Luke Gromen

You know, this is another one where in November, even in the third quarter of last
year, into November, it seemed to be really, sort of, a credible way to find balance
sheet capacity to manage the Treasury market through stablecoins. If we grow the
size ofcrypto, we grow the size of the stablecoin market and we grow this as a
Bitcoin, really. Bitcoin goes up, stablecoin market goes up. Stablecoins: We
regulate to buy in T-bills.

So, initially, all this made a lot of sense to me, and since then it & kind of
devolving a bit, because you  &e got Bessent saying, We &e going to keep
the dollar reserve currency through this , and the world is going to

move into dollar  -based stablecoins . But the only way that& going to happen
is if the US keeps running deficits to get dollars elsewhere, | would think. So, that
doesnd make sense to me in terms of there being a real growth in stablecoins,
dollar stablecoins, with which to flow back into Treasuries.

Ronnie Stoferle

Kierkegaard said that Life can only be understood backwards, but it has to be
lived forwards. So let® say wéve got Marty McFly. We&e got this DeLorean in
Back to the Future. Let®& say it now April 7th, 2030, and wede basically peering

| #IGWT25

and


https://twitter.com/IGWTreport
https://www.linkedin.com/showcase/ingoldwetrust-report/
https://ingoldwetrust.report/
https://www.incrementum.li/en

| think a lot of what the Trump
administration has done in the
past three months since coming
in has been a game changer.
Trump is signaling that the age
of US empire is over.

If you @e Thailand today, if
youde Malaysia, if you @e
Indonesia; even, frankly, if
youde Japan or Korea and you
see this US folding back, youde
like, Maybe | don & want to piss
off China.
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back in time through our DeLorean windshield. With the knowledge from the

future, what would you have bought on April 7th, 2025, and why? And then would

you say, in hindsight, that this Liberation Day was actually just a short -term blip,

or was it really something that will go down in history books?

Louis Gave

I think it & a game changer, actually. But] think a lot of what the Trump

administration has done in the past three months since coming in have

been a game changer. Trump is signaling that the age of US empire is

over . He®& saying,We@e moving back into our own borders; we &e going to build

Fortress America . [Maybe you can call it Fort Monroe.] Greenland, Canada, come

inside. Wedl get the Panama Canal back. But essentially, these are now our

borders. It & the Western Hemisphere.

The US is folding back into its own borders, which is why, | think, in this whole

guestion wede having, is it going to be China that& isolated or the US that® going

to be isolated?If you Ge Thailand today, if you

Indonesia; even, frankly, if you

folding back, you &e like,

Ge Malaysia,
Ge Japan or Korea and you

Maybe | don @ want to piss off China

falls back, | may want to be close to China.

ifyou d&e
see this US
. As the US

Bottom line for me is when | look at this, the more obvious trend for the coming

years is a weaker US dollar. And then from there, what do you buy when the US

dollar goes down? | think today you buy the EMs, you buy EM banks, you buy

commodities, you buy all the things that, historically, do well when the US dollar

goes down. You can build a diversified portfolio between a lot of these asset

classes.

Luke Gromen

I would obviously add gold and Bitcoin to those things. And then, something | &e

been harping on, US electrical infrastructure and things that touch it. We are so

behind; there is so much investment to be done. So, | think the US domestic

electrical infrastructure industry; and | @ be looking at different, sort of, higher -

end US agricultural properties, at some point.

Ronnie Stoferle

Gentlemen, thank you very, very much for taking the time. It & been a true

pleasure.

These were highlights of our debate with Luke Gromen and Louis -

Vincent Gave on

AFrom Trade

full transcript of this debate is available for download

of the entire debate can be viewed

on YouTube

Restructuri
. The video
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BRICS and the Battle for a
New Global Order:
Geopolitical Shifts in 2025

We have togive the world the message that BRICS
IS not a divisive organization but one that works in
the interest of humanity.

Narendra Modi at the BRICS Summit in 2024

1 The expansion of BRICS to BRICS+ marks a
significant step toward a bifurcated global order,
with 11 member countries representing 37% of
global GDP and 45% of the global population.

1 De-dollarization initiatives, including the use of
local currencies and commodity-backed
mechanisms for barter exchanges and national
trade, challenge the dominance of the US dollar in
global trade. The US dollar has ruled for decades
a4 BRICS+ is building the foundation for what
comes next.

i Technological advancements, such as blockchain
and digital currencies, provide BRICS+ with
innovative tools to reshape cross-border financial

systems.

Velina Tchakarova

and private sectors.

1 BRICS+ represents a cornerstone in the shift
towards a geopolitically bifurcated world, where
geoeconomic sovereignty and optionality redefine
the global financial, economic, energy and trade
system amid growing great power competition
between the US, China and Russia.

1 Internal divisions and geopolitical resistance from
the US remain the key hurdles for BRICS+ in
implementing a unified currency or payment
system. This decade will determine whether
BRICS+ is a historical footnote & or a defining
force in the 21st-century global order.

1 The global financial order is not set in stone &
those who control the currency control the world.
BRICS+ is rewriting the rules.

Velina Tchakarova is a geopolitical strategist, certified strategic foresight expert and founder of
FACE in Austria. She offers analyses of geopolitical risks, trends and scenarios for the public
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There are no permanent friends
or enemies, only permanent
interests.

Lord Palmerston

The BRICS countries collectively
are bigger today, even in the
most optimistic scenario |
thought 15 years ago, and it&
primarily because of China.
Despite the problems Brazil and
Russia face- and they@e big - in
the first decade of Brics they all
grew way more strongly than |
thought.

Jim O dNeill, 2016
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Introduction

The BRICS group continues its transformation into a formidable bloc
within the evolving international order. The latest expansion, which saw
Indonesia officially become a full member on January 7, 2025, underscores the
bloc& ambition to solidify its influence in global governance, trade, and finance.
This enlargement follows the historic decision in 2023 to invite six additional
members’i Argentina, Egypt, Ethiopia, Iran, Saudi Arabia, and the UAE i though
Argentina later wi thdrew following Javier Milei & election as the new President,
and Saudi Arabia hasyet to confirm its membership. The group & expansion
demonstrates a concerted effort to represent the interests of the

collective Global South, counterbalance Western -led institutions, and
push for a more multipolar world.

With Indonesia & accession, BRICS now represents nearly half of the
world & population and a significant share of global GDP (measured by
purchasing power parity). The country, as the largest economy in Southeast Asia
and a leader within the Association of Southeast Asian Nations (ASEAN), brings
strategic geographic, economic, and political advantages to the bloc. Indonesid
leadership in regional trade agreements and its growing role in global supply
chainsd particularly in critical minerals, energy security, and digital economy
sectorsd make it a valuable addition to the BRICS coalition. This expansion marks
a significant moment in expanding the BRICS footprint.

BRICS+ Share of Global GDP (PPP), Population, Oil Producation,
500/afld Goods Exports, 2024

44% incrementum
40% A 37%
34%
24%
—

10% A

0%

GDP (PPP) Population Oil Production Goods Exports

China ®mIndia ®™Russia ®Brazil mSouth Africa ®Egypt Iran ®UAE Ethiopia

Source: IMF, UN, WTO, Energy Institute, Statista, Incrementum AG

Expanding the BRICS Footprint: The Next
Wave of Potential Members

Beyond Indonesia, several other key nations from the Global South are
actively considering BRICS membership. Among the most prominent
contenders are:

- Tirkiye has signaled increasing interest in aligning with BRICS as part of its
broader strategy of diversifying foreign policy ties beyond NATO and the EU.
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Indonesia believes that BRICS
provides a valuable platform for
fostering South-South
cooperation and ensuring that
the voices and aspirations of
developing countries are heard
and reflected in global decision -
making processes.

Ministry of Foreign Affairs,
Indonesia, 2025
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- Nigeria , Africa® largest economy and most populous country, which sees
BRICS as an avenue to enhance its geopolitical weight and access alternative
financing for infrastructure and development.

- Pakistan , which shares deep economic and strategic ties with China, seeks an
alternative to its reliance on Western-led financial institutions.

- Bangladesh , a rapidly growing economy with strong trade ties to BRICS
members, particularly China and India, makes it a logical candidate for future
inclusion.

- Venezuela has long expressed its desire to join BRICS, primarily as part of its
strategy to counterbalance Western economic sanctions and deepen energy
cooperation with China, Russia, and Iran.

These countries see BRICS as an  opportunity to diversify trade
relationships, access alternative development financing, and
strengthen economic resilience amid shifting global power dynamics.

As BRICS grows in influence, its ability to reshape international trade and financial
systems will increasingly challenge Western-centric institutions such as the IMF,
World Bank, and SWIFT-dominated payment networks .

BRICS Footprint (2025)

Category

Total Population

Total GDP (PPP)

Share of Global GDP
(PPP)

Key Economic Players

Strategic Geographic
Regions

Key Economic Sectors

Critical Natural
Resources

Geopolitical
Significance

Financial and Trade
Reforms

BRICS partner
countries

Source: Velina Tchakarova

BRICS Statistics (2025)

Over 3.3bn or approx. 40% of the global population

Over USD 60trn

Around 37%

China, India, Brazil, Russia, Indonesia, South Africa, UAE

Latin America, Africa, Middle East, South & Southeast Asia & collectively known as
the Global South

Energy, technology, manufacturing, critical minerals, digital economy

Oil (Russia, Saudi Arabia, Iran), gas (Russia, UAE), rare earths (China), lithium &
nickel (Brazil, Indonesia), food commodities and agriculture (Russia, Brazil, India,
China)

Counterbalance to Western institutions and organizations, push for multipolarity,
strong G20 coordination, and strong South-South cooperation

New Development Bank (NDB), BRICS common payment system, de-dollarization
efforts, trade in local currencies and commodities

Algeria, Belarus, Bolivia, Cuba, Kazakhstan, Malaysia, Nigeria, Thailand, Turkey,
Uganda, Uzbekistan, and Vietnam

The initial phase of BRICS development

in 2001. At
that time, he was the head of global economics research at Goldman
Sachs. ONe i | introduced the acr olhuydmgHemner a
, 0 where he identified Brazi

emerging markets with the potential to become significant global economic

powers.
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The rationale for South Africa &
approach was in consideration
of a matter of crucial importance
to BRICS Member States, hamely
the role of emerging economies
in advancing the restructuring of
the global political, economic,
and financial architecture into
one that is more equitable,
balanced, and rests on the
important pillar of
multilateralism.

Minister Nkoana -
Mashabane, South Africa

Clearly, the symbolic power of
the BRICS countries will grow.
The group has been able to tap
into the broader Global South &
suspicion that post-Second
World War global -governance
organizations are too Western.
It has occasionally been able to
present itself as the voice of the
emerging and developing world
1 a category that, of course,
excludes the US and other
advanced economies. Insofar as
it has reminded everyone that
the structure of international
institutio ns does not reflect the
global economic shifts over the
past 30 years, it has succeeded.
Jim O dNeill, 2023
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Following Jim O  &eill & coining of the term

transitioned

BRIC in 2001 , the group

. The first major political milestone occurred in 2006, when the foreign

ministers of Brazil, Russia, India, and China met on the sidelines of the UN

General Assembly to discuss shared challenges and opportunities. This meeting

laid the groundwork for formal cooperation and diplomatic dialogue among the

BRIC nations. In 2010, South Africa joined the grouping,

to BRICS. Over the next fifteen years, BRICS has evolved into a strategic

platform for economic cooperation, political dialogue, and cultural exchange. Its

core goals include fostering multipolarity, reducing reliance on

Western -dominated institutions, and promoting sustainable

development.

Key Milestones in BRICS Evolution

Year

2006

2009

2010

2011

2014

2015

2017

Milestone

First meeting of BRIC foreign ministers at
the UN General Assembly

First BRIC summit in Yekaterinburg, Russia

South Africa joins, transforming BRIC into
BRICS

First BRICS summit with South Africa in
Sanya, China

Creation of the New Development Bank
(NDB) at the Fortaleza Summit

Implementation of BRICS Contingent
Reserve Arrangement (CRA)

Xiamen Summit in China, initiating BRICS+
expansion discussions

Source: Velina Tchakarova

Key Topics Discussed

Diplomatic dialogue, global financial issues

Global financial crisis response, economic
cooperation, multipolar world

Broader emerging market representation,
Africa role in global governance

Institutional reforms, sustainable
development, trade cooperation

Alternative financial institutions, funding
infrastructure in emerging markets

Financial stability, reducing dependency on
the IMF, and liquidity support

Expansion of BRICS, engagement with other
emerging economies

Key milestones in the BRICS development during this phase include:

- 2007/2008 Great Financial Crisis: Highlighted the vulnerabilities of a US
dollar -centric global financial system for developing economies and prompted

BRICS to explore alternatives.

- New Development Bank (2014): A multilateral bank headquartered in

Shanghai, aimed at financing infrastructure and sustainable development

projects in member states.

- Contingent Reserve Arrangement (2015): AUSD 200 bn financial safety net to

address liquidity challenges and reduce dependence on the International
Monetary Fund (IMF).

Jim O &Neill & predictions regarding the BRIC economies have largely

materialized over the past two decades.

One of his key forecasts was that the

BRIC economies would grow at a faster rate than the G7 countries, increasing their

share of global GDP. By 2021, China had surpassed its expected growth trajectory,

becoming the secondlargest economy in the world, while India had significantly

expanded its economic influence. Additionally, the BRICsd6combined share of

world GDP grew well beyond the 8% measured in 2001, with China alone

accounting for over 18% of global GDP. The increasing economic weight of these
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Three characteristics will guide
the bank [NDB] in the coming
years. The first is that it will be
increasingly concerned with
infrastructure, sustainable
development, the environment,
industrialization and technology
transfer. The second is that the
bank will expand into the
countries of the Global South,
carefully, calmly, but expand.
And thirdly, a bank that will
increasingly seek to finance the
private sector with local
currency to ensure that we
complyé because
from 2022 to 2026, in which we
have to have 30% of our
investment for the private sector
and another 30% in local
currency.

Dilma Rousseff, 2024

Vision is the art of seeing what is
invisible to others.
Jonathan Swift
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nations also meant that their fiscal and monetary policies had a more profound
impact on global markets, just as Odeill had anticipated.

Another significant prediction that proved accurate was O Neill &
assertion that  global policymaking forums, such as the G7 , would need
to evolve to incorporate emerging economic powers. While the G7 has

remained unchanged, the G20 has taken on greater importance, with BRICS
countries playing a pivotal role in global economic discussions. China and India,
in particular, have exerted influence in areas such as international
trade negotiations, climate change agreements, and financial stability
frameworks . The formation of the BRICS coalition and its initiatives, including
the establishment of the New Development Bank, further underscore OdNeill &
foresight that these economies would demand greater representation in global
economic governance.

However, one of JIm O @eill & projections that did not fully materialize
was his expectation that Brazil and Russia would grow into economic
powerhouses on par with China and India . While he correctly identified

wChina& rapid rise, Brazil and Russia have struggled with economic volatility,

political instability, and structural challenges that have hindered their long -term

growth. OdNeill suggested that Brazil and Russia could surpass some G7 economies

in terms of economic influence, but two decades later, both countries have faced
stagnation. Brazil& economy has been hampered by repeated recessions,
corruption scandals, and fiscal mismanagement, while Russia® growth has been
constrained by geopolitical tensions, the greatest sanctions imposed on a single
country, and overreliance on energy exports. Instead of joining China and India as

leading drivers of global economic growth, Brazil and Russia have largely remained

resource-dependent economies with inconsistent development, failing to reach the
economic dominance OdNeill initially envisioned.

Jim O dNeill & otherground -br eaki ng BRI Csanmpa\piée@r A
0 contained several key
proven highly relevant and largely accurate by 2025. One major forecast

was that by 2025, the BRIC economies would account for over half the size of the
G6 GDP in US dollar terms, i.e. G7 without Canada. This projection turned out to
be quite prescient, as China and India have experienced sustained economic
growth, leading them to become global economic powerhouses. China, in
particular, has exceeded expectations, with its economy surpassing Germany and
Japan ealier than anticipated. India has also shown robust growth, driven by its
expanding workforce and increasing technological advancements.The shift in
economic power has had significant geopolitical implications,

influencing trade dynamics, global supply chains, and the

restructuring of international economic institutions.

Another key prediction that has held true is the increasing importance

of BRIC economies in global capital flows and investment

opportunities . The paper foresaw that rising incomes and economic expansion
in these countries would lead to greater demand for capital and foreign direct
investment. By 2025, global investors will have indeed shifted their focus toward
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It doesnd matter whether a cat is
black or white, as long as it
catches mice.

Deng Xiaoping

The China-Russia relationship
today is hard -earned, and the
two sides need to cherish and
nurture it," Xi told Putin.

China is willing to ... jointly
achieve the development and
rejuvenation of our respective
countries, and work together to
uphold fairness and justice in the
world.

Xi Jinping, 2024
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emerging markets, with BRICS nations playing a more prominent role in financial
markets, infrastructure development, and technology investments.

The Diplomatic and Political Development of
BRICS

During the formative years of BRICS between 2006 and 2017, several leaders and
diplomats played key roles in advancing political and diplomatic exchanges within
the bloc. The driving forces behind BRICS cooperation came from both
political leaders and institutional diplomacy

- Vladimir Putin (Russia): Russia played a central role in the initial
formation of BRIC and the first summit in 2009. Putin viewed BRICS as a
strategic counterbalance to Western-dominated institutions such as NATO, G7
and the IMF. He actively promoted economic, security, and geopdlitical
cooperation among the BRICS nations.

- Hu Jintao & later Xi Jinping (China): Under Hu Jintao, China was
instrumental in bringing South Africa into BRICS in 2010. Later, under Xi
Jinping, China hosted major BRICS summits and pushed the idea of expanding
BRICS+ partnerships.

- Manmohan Singh and later Narendra Modi (India): As India& Prime
Minister (2004 i 2014), Singh was an early advocate of BRICS financial
cooperation, particularly the creation of the New Development Bank (NDB).
Prime Minister Narendra Modi views BRICS as a crucial platform for fostering
multilateral cooperation, en hancing economic growth, and amplifying the
voice of the Global South in global governance. India also emphasized
innovation, technology, and digital economy within BRICS.

- Luiz In&cio Lula da Silva and Dilma Rousseff (Brazil): Brazil under
President Lula (20037 2011) was a major proponent of global South
cooperation. President Rousseff (2011 2016) strengthened BRICSbrole in
international trade and financial governance. In his third term, President Lula
has positioned Brazil® 2025 BRICS presidency to promote a multipolar world
order by prioritizing inclusive global governance, advancing de-dollarization
efforts through secure payment platforms, and strengthening South -South
cooperation across sectors such as health, climateand artificial intelligence.

- Jacob Zuma (South Africa): After South Africa joined BRICS in 2010,
President Zuma championed Africa® interests within the bloc. South Africa
hosted the BRICS Summit in Durban in 2013 and was a strong supporter of the
New Development Bank (NDB). South African President Cyril Ramaphosa has
positioned South Africa as a key advocate for Global South cooperation within
BRICS, emphasizing economic partnerships, multilateralism, and a greater
voice for developing nations in global governance.
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The DragonBear has been the
modus operandi of strategic
coordination in all systemically
relevant domains between China
and Russia since 2013.

Velina Tchakarova, ORF,

2023

Xi : Right now, there are
changes, the likes of which we
havend seen for 100 years. And
we are the ones driving these
changes together.

Putin : | agree. Please take care
of yourself, my dear friend.
Farewell, Moscow visit of Xi,
March 2023
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Between 2017 and 2025 , BRICS evolved into a more structured
initiative, aiming to reshape global governance and challenge Western
economic dominance . The NDB expanded its membership, allowing new
countries to access funding for infrastructure projects, thus broadening BRICS6
financial reach. In response to global trade fragmentation, BRICS intensified
efforts to de-dollarize trade by increasing settlements in local currencies,
particularly through China & yuan and digital currency initiatives. The geopoliti cal
shifts during this period, including heightened tensions between the US and China,
sanctions on Russia, and the global energy transition, further accelerated BRIC®

efforts to establish an alternative financial and trade ecosystem.

Additionally, since 2013, President Putin and President Xi Jinping have
personally guided the strategic coordination between China and Russia
across all systemically relevant domains i a collaboration known as
the . This development has had a significant positive

impact on the growth and influence of BRICS.

Russia-China Trade Ties

w2
Total Russia-China trade turnover, in USD bn 190 240 223
Total Russia-China trade turnover annual growth, in % 29.3% 26.3% 2.1%
Russian trade surplus with China, in USD bn 384 18.1 14.4
Russian trade surplus with China, in % of total trade 20.2% 7.5% 6.5%

turnover

Source: , Incrementum AG

Over the years, BRICS has evolved into a strategic platform for
economic cooperation, political dialogue, and cultural exchange. Its
core goals include fostering multipolarity, reducing reliance on
Western -dominated institutions, and promoting sustainable
development. The 2023 Johannesburg Summit marked a turning point with the

expansion of BRICS and a renewed focus on Dalollarization. The 2024

Summit in Kazan marked a significant
financi al coopexpaindmn ngmm@gnbiets 8 mmp t
renewed commitments to increasing

joint statement wel cordShgdotlhlearu ster aonfs ancotni on's
BRI CS+ trade and fin®dncsicalssexanlsamgeanced
devel opment of a BRICS financial messaging
SWI FT, and Russia spear headkeaclped poestatl Ise hent a
mechanism to facilitate trade wusiingogalldy,oil
the NDB continueeé éxpadmdiamgiings i mélrastructure
currencies, reducing dependence on Western

The Kazan Summit in October 2024 underscored BRICS+ &

commitment to:

- Reforming global governance, calling for UN Security Council expansion, and
reforming global financial institutions.
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