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2026-08-29 - Conviction

Verdict

Winning Hypothesis: The gold market narrative anticipates that expectations of Fed rate cuts ahead of the 2026 H2
Jackson Hole meeting are already 'priced-in.' Despite labor market resilience, market optimism regarding falling real
yields and a weaker USD remains effective, driven by strong safe-haven demand fueled by geopolitical risks and the
psychological breakout of the '1 million KRW per ounce' resistance level. Thus, the contradiction in macro data (robust
labor market vs. rate cut expectations) reflects a revaluation of gold under a new regime of 'geopolitical instability amid
prolonged high rates,' positioning the $4,600 level as both a downside support and a springboard for medium-to-long-
term upside.

Despite heightened uncertainty regarding the Fed's rate cut timing ahead of the 2026 second-half
Jackson Hole meeting, the market anticipates falling real rates and a weaker dollar, leading gold to
consolidate around the $4,600 level. Particularly, as projected by major institutions like UBS,
geopolitical risks and the psychological resistance level ("1 million KRW =3 million KRW') are driving
concentrated safe-haven demand. Despite contradictions in labor market data, the narrative of a
preemptive Fed rate cut remains valid.

However, the recent Initial Jobless Claims (ICSA) figure of 203,000, exceeding 200,000, clearly signals labor
market slowdown, which is decisive. This evidence specifically undermines the core premise of the previous
assessment (Hypothesis B) that 'robust labor markets would limit rate cuts.' Furthermore, the anomalous
correlation where gold rose 1.08% despite the US10Y yield increasing 4.92% over three months suggests safe-
haven demand is offsetting upward pressure on real rates. The 0.85% decline in DXY over one month supports
the weakening dollar narrative. Therefore, labor market slowdown signals reinforce expectations of a
preemptive Fed rate cut, supporting the falling real rate scenario (Hypothesis A), with the $4,600 level acting as
a downside support and a springboard for medium-to-long-term gains.

Action: Overweight GOLD

Invalidation: If ICSA exceeds 250,000 for two consecutive weeks

View Change: The prior assessment (2026-08-28) selected Hypothesis B (Market Wrong) based on a positive 10Y-2Y spread
inversion and rising US10Y yields, premised on 'labor market resilience' and 'rising real yields.' However, the latest ICSA data
(203,000 claims) exceeding 200,000 clearly signals labor market slowdown, reinforcing the Fed's rationale for rate cuts and
validating the falling real yield scenario. This invalidates the core premise of the prior judgment, prompting a shift to Hypothesis A
(Market Right). Additionally, the simultaneous rise in US10Y yields and GOLD prices contradicts the traditional logic (higher rates =
lower gold), serving as a powerful reversal signal.

Macro Picture

Regime: safe_haven
Key Themes: Geopolitical risks and safe-haven demand, Real interest rate volatility driven by the Fed's rate path,
Central bank purchases and retail investor sentiment

Dominant Narrative: In the second half of 2026, uncertainty surrounding the timing of the Federal Reserve's rate
cuts ahead of the Jackson Hole meeting has intensified, causing gold prices to consolidate around the $4,600 level.
Amid heightened equity market volatility and persistent geopolitical risks, both retail and institutional investors are
breaking through the psychological resistance level of '1 don 3 million won' and concentrating on gold purchases as
a safe-haven asset. Notably, major brokerages such as UBS are projecting a medium-to-long-term bullish scenario,




citing declining real interest rates and a weaker US dollar as key conditions for a gold rebound in the second half of
2026.

Reality: As of July 2026, the US University of Michigan Consumer Sentiment Index (UMCSENT) registered 55.2,
indicating a weak level and raising concerns about an economic slowdown. However, the 10-year minus 2-year
Treasury yield spread (T10Y2Y) has normalized at 0.39%, mitigating stagflation risks. Initial Jobless Claims (ICSA)
stood at 203,000, reflecting a resilient labor market that constrains the Fed from implementing aggressive rate cuts,
thereby limiting immediate downward pressure on real interest rates. Consequently, gold prices are supported
around the $4,600 level primarily by safe-haven demand driven by geopolitical uncertainty and expectations of a
weaker dollar, rather than by inflation hedging.

Hypotheses

A (Market Right)

The gold market narrative anticipates that expectations for Fed rate cuts ahead of the 2026 second-half Jackson
Hole meeting are already 'priced-in.' Despite a resilient labor market, market optimism regarding declining real
interest rates and a weaker US dollar remains effective, fueled by strong safe-haven demand stemming from
geopolitical risks and the breach of the psychological resistance level ("1 million KRW per ounce'). Thus, the
contradiction in macro data (resilient labor market vs. rate cut expectations) reflects a revaluation of gold prices
under a new regime characterized by 'geopolitical instability amid prolonged high rates,' positioning the $4,600
level as both a downside support and a springboard for medium-to-long-term gains.

The market narrative goes beyond simple rate cut expectations, pricing in the 'expectation' itself that declining real interest rates are
inevitable, as forecast by major institutions like UBS. Specifically, the normalization of the 10-year minus 2-year Treasury yield
spread and weak consumer sentiment indicators amplify concerns of an economic slowdown, reinforcing the 'preemptive cut'
narrative that the Fed will inevitably lower rates to prevent a recession despite resilient labor market data. Consequently, gold prices

function less as an inflation hedge and more as the 'ultimate safe haven' prior to uncertainty resolution, with the consolidation at
the $4,600 level serving as an energy accumulation phase for further upside.

B (Market Wrong)

The narrative in the gold market is based on 'excessive optimism' detached from macroeconomic reality, with
gold prices in an overbought state near the $4,600 level. The absence of downward pressure on real interest
rates and constraints on Fed rate cuts (due to a resilient labor market) will suppress further gold price gains.
Normalization of the 10Y-2Y Treasury yield curve inversion and mitigation of stagflation risks signal a phase of
'growth under controlled inflation, implying sustained or rising upward pressure on nominal rates that increase
the opportunity cost of holding gold. This will lead to gold prices breaking below $4,600 and entering a
correction phase.

As outlined in the prior assessment context (2026-08-27, 28), the positive turn in the 10Y-2Y spread and rising US10Y yields indicate
upward pressure on real interest rates, which is negative for gold. As of July 2026, initial jobless claims (203,000) remain low,
weakening the Fed's rationale for aggressive rate cuts. The market narrative's 'declining real rates' scenario contradicts labor market

data; thus, gold prices currently reflect only a temporary geopolitical risk premium. Should the macro reality (sustained high rates)
be reaffirmed, gold prices are expected to collapse from the $4,600 level.

Key Question: If US initial jobless claims (ICSA) released from late August to early September 2026 exceed 200,000, clearly
signaling labor market slowdown, will expectations of Fed rate cuts translate into declining real rates, pushing gold prices
above $4,600? Or will continued labor market resilience sustain upward pressure on real rates, leading to a gold price
correction?

Tensions

While the market narrative anticipates a medium-to-long-term bullish scenario predicated on declining real interest
rates and a weaker dollar, macro data reveals that a resilient labor market is constraining the Fed from aggressive
rate cuts, with no immediate downward pressure on real rates. As a result, gold's upward momentum relies solely
on geopolitical uncertainty rather than inflation hedging.
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Retail and institutional investors are expanding buying activity by breaking through the '1 don 3 million won'
psychological resistance and leveraging safe-haven demand. However, the normalization of the 10-year minus 2-
year Treasury yield spread and weak consumer sentiment indicators are tempering rate cut expectations alongside
economic slowdown concerns, creating uncertainty regarding the momentum for further gold price increases.
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Major brokerages such as UBS are presenting an optimistic outlook, citing declining real interest rates as a
prerequisite for a gold rebound in the second half of 2026. Yet, as of July 2026, labor market indicators such as
Initial Jobless Claims remain resilient, revealing a structural contradiction that makes the immediate realization of
an aggressive Fed rate cut scenario unlikely.
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Narrative: Scenario projecting a gold price rebound in the second half of 2026, premised on
Reality: Constraints on aggressive Fed rate cuts due to a resilient labor market and abse

GOLD usioy DXY

Alternatives

XAUUSD - ®1& 3 (Spot Gold)

This is the primary beneficiary of the 'labor market slowdown (rising initial jobless claims)' and 'USD weakness (declining DXY)' scenarios
outlined in the verdict rationale. With dual upside drivers—expectations of falling real yields and geopolitical uncertainty—this core asset
has the highest probability of breaking through the $4,600 level.

GLD - SPDR Gold Shares (ETF)

A highly liquid alternative that most efficiently captures the expanded safe-haven buying by institutional and retail investors in response
to rising spot gold prices. It is highly sensitive to shifts in retail investor sentiment, such as the psychological breakout of the '1 million
KRW per ounce' resistance, enabling the capture of additional upside momentum.

PDBC - Invesco Optimum Yield Diversified Commodity Strategy No K-1 ETF

Should the 'falling real yields' and 'USD weakness' narrative unfold alongside rising gold prices, this asset serves as an effective hedge
against commodities (particularly energy and agriculture) that tend to rise with gold. It offers portfolio diversification aligned with the
macro regime (safe_haven) while mitigating single-asset volatility risk in gold.
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