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Autumn 2015
Summer is over and the days will begin to cool down now that autumn is here, but things 
are just beginning to heat up on investment markets. While the Reserve Bank’s decision to 
cut the cash rate to 2.25 per cent in February is a blow to anyone dependent on income 
from their investments, it has reignited local share and property markets.   
 
The residential property boom shows no sign of a slowdown, especially in metropolitan 
Sydney and Melbourne where investors continue to drive prices to new highs. And after a 
lacklustre 2014 Australia’s sharemarket is nudging 6000 points, a level not seen since 2007.  
 
After shares pulled back last year on the back of falling commodity prices, optimism 
appears to be building among local investors. The February company reporting season 
revealed no nasty surprises while in Europe tensions have eased after Greece was granted 
an extension of its debt bailout.  
 
Oil prices also appear to have established a new base at around US$50 a barrel. Any 
further falls would be a drag on inflation and the local oil and gas sector.  
 
In the US, Federal Reserve chairwoman Janet Yellen gave an upbeat account of the US 
economy to the Senate Banking Committee in the last week of February.  She hinted that 
US interest rates could be on the rise later this year if economic conditions continue to 
improve.  
 
As always, if you would like to discuss the contents of this newsletter don’t hesitate to call 
our office.
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Gold is back in investors’ good books, 
thanks largely to economic and currency 
volatility around the world. Not only has 
the gold price rallied strongly in recent 
times, but falling oil prices have cut the 
cost of gold mining operations and sent 
Australian gold stocks soaring.

Eurozone worries over Greece and 
the potential for deflation, following 
aggressive money printing in the US, 
Japan and now Europe, have added  
to gold’s recent allure.

Gold has always been prized for its 
rarity and physical beauty, but it is also 
valued as a safe haven investment when 
markets are volatile and a hedge against 
the devaluation of paper currencies. 

While global currencies are no longer 
tied to the gold standard, central banks 
still hold gold bullion which they buy and 
sell to add stability to their monetary 
system.

Safe haven
The precious metal has been enjoying 
a resurgence similar to the one it 
had in the aftermath of the Global 
Financial Crisis in 2008, when investors 
scrambled for safe havens.

In the decade before the GFC, gold 
traded in a range between US$260  
to $US670 an ounce. By August 2011  
it had shot to a peak of US$1883.  
A correction followed and it fell as  
low as US$1143 in 2013.

The gold price began to recover again 
late last year as global currencies 
retreated against the resurgent 
greenback. 

Some pundits also attributed the latest 
swing to Russian buying. The conflict in 

Ukraine and falling revenues for  
its oil and gas exports have seriously 
depleted Russia’s monetary reserves.

The Kremlin’s bullion binge temporarily 
threw the demand/supply equation 
out of kilter, causing the commodity’s 
price to firm. By late January it was up 
at US$1283. By mid-February it was 
hovering around US$1237 an ounce.

As the graph shows, the upwards  
trend is even stronger in Australian 
dollars. As gold is traded in US dollars, 
the yellow metal has provided a hedge 
against the falling Aussie dollar for  
local investors.

Golden opportunities
There are a variety of ways to invest in 
gold apart from acquiring bullion bars or 
jewellery. Buying shares in a gold mining 
company or units in an exchange traded 
fund (ETF) focussed on gold stocks will 
also give your portfolio exposure to the 
precious metal.

In fact, apart from the GFC blip locally-
listed gold shares have outperformed 
the All Ordinaries index. 

As the graph below shows, the ASX 
Gold index has shot up more than 50 
per cent between November and mid-

February, outpacing the overall market.

A tangible alternative
For those who prefer to physically hold 
their investment, the West Australian 
Government’s Perth Mint sells gold 
coins, medallions and bullion bars. The 
mint also has a listed derivative called 
Perth Mint Gold that offers investors 
the ability to buy and sell more readily. 
Each ASX-traded PMG unit equals one-
hundredth of an ounce of gold.

Gold can be a complex commodity for 
investors to get their head around, but 
there is general agreement that a small 
exposure to gold can act as a useful 
diversifier when markets are volatile. 
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