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This booklet was written by Rory Gillen, founder of GillenMarkets, and is also available in eBook format (PDF, ePub or Kindle).


About Gillen


Gillen is a boutique investment advisor offering expert advice on the management of personal, pension and corporate monies. We place a strong emphasis on fully understanding our clients’ needs, so that we can make informed decisions and plans, together.


We are investment advisors, not product sellers. Our investment solutions are structured to meet the specific needs of each individual client with minimum assets of €500k.


Our investment advisory fee structure aligns our interests with yours, ensuring that we sit on the same side of the table as our clients.


With our fee structure, there are:


• No upfront commissions or fees payable by clients.


• No dealing costs.


• No early redemption penalties.


• No VAT.


Just a transparent 1.0% annual advisory fee on the assets under advice.


We also offer a subscription-based investment newsletter for do-it-yourself investors and training courses both in-person and online for those wishing to learn more about the principles of sound investing.


We believe trust is earned. Our belief is that we work for clients, looking at each individual’s needs and taking a commonsense, long-term approach.


We have built an outstanding team with the depth of knowledge and experience to meet all our clients’ investment needs. We have an appetite for learning and sharing and we always partner with our clients as equals.


We’d like to hear from you!


Contact details


T: + 353 (0)1 287 1400
 E: info@gillenmarkets.com
 W: www.gillenmarkets.com


Follow us on Facebook, LinkedIn, Twitter and Gillenmarkets.com.


ILTB Ltd (trading as Gillen/GillenMarkets) is regulated by the Central Bank of Ireland.
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Disclaimer


Investing carries risk and none of the stocks or funds highlighted in this booklet constitute a recommendation by the author, GillenMarkets or the publisher and none of these parties can assume liability for any losses that may be sustained should a reader subsequently invest in them, and any such liability is hereby disclaimed. Readers should take professional advice before making any investment. None of the material in this publication constitutes investment advice or an offer to invest in any of the funds referred to. No one receiving this publication should treat it as a personal recommendation as it does not take into account the needs and objectives, personal circumstances, including investment experience, financial position, or attitude to risk of recipients.


Warning


Past performance is not a reliable guide to future performance.
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INTRODUCTION


Gold is money and has been accepted as such for over 5,000 years. Money serves two purposes: as a medium of exchange in trade and as a store of wealth. As gold generates no income, it is difficult to value in a conventional sense.


Gold has been an excellent store of wealth over the millennia, principally reflecting the limited supplies and its unique physical characteristics, particularly the fact that it does not degrade with time. Gold, however, has never been an ideal medium of exchange in trade largely because the annual new supplies of gold, at circa 2%, have not been sufficient to facilitate the expansion in global trade.


Gold is an effective inflation hedge and a proven store of value against all currencies over long-term horizons. But, at times, the gold price can become significantly overvalued against long-term inflationary trends, so that it is not an effective short-term or even medium-term inflation hedge.


Good quality companies and property assets, too, have protected investors against the ravages of inflation, even if in many cases only with a lag. But these assets are no protection in war-torn regions of the world controlled by dictators, despots and totalitarian regimes. There was only one asset that protected German savers over the 1916 to 1945 period that encompassed the two World Wars: gold. Bank deposits and government bonds were all wiped out by hyperinflation, while property and businesses often didn’t survive the physical destruction wrought by war, as well as the confiscation of assets by the regime.


As gold covers some critical risks for investors, it represents, in our view, one of the five major asset classes which also include equities, bank deposits, fixed income government bonds and inflation-linked government bonds.


In this booklet, we take a look at the history of gold, its unique physical characteristics, when the price of gold has matched or beaten inflation and when it has lagged. In terms of attempting to determine an intrinsic value for gold, we compare the current gold price to the US consumer price index over time, against the US average house price since gold traded freely in the late 1960s and against its own cost of production which has been rising over time, reflecting the rising costs of extraction.


Recognising that determining an intrinsic value for gold is an imprecise science, we put forward three technical indicators that provide a risk-controlled way of determining when gold is likely in an uptrend and worth owning. All three indicators have outperformed a ‘Buy & Hold’ gold strategy since 1968 by healthy margins. Two of those three indicators are currently in ‘Buy’ mode.


Lastly, we highlight how an investor can gain exposure to the ancient metal of the kings.


Enjoy the read.


Rory Gillen
 March 2023
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