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Verdict

The market views the opportunity cost of holding gold as structurally higher in an environment where
real rates at 2.11% (DGS10 4.42% - T10YIE 2.31%) have breached the 2.10% threshold. Deleveraging
across precious metals and commodities is underway, evidenced by the synchronized decline in gold
(-13.5% 1-month return), silver (-24.69%), and copper (-8.49%), combined with a VIX of 31.05 (extreme
fear zone). Market participants are positioned for sustained downward pressure on gold as long as the
high real rates + strong dollar (DXY 100.15, +2.6% 1-month) environment persists.

This is a directionally correct assessment. Crucially, real rates (DGS10 - T10YIE) remain at 2.11% (4.42% -
2.31%), staying above the 2.10% threshold as in the previous assessment, and the invalidation condition of
'falling below 1.90% for 3 consecutive trading days within 2 weeks' has not been met. With gold's drawdown
expanding to -14.93%, the 'rational repricing' logic of Hypothesis A is consistent with price action. However,
the possibility of a liquidity-driven sell-off, a core argument of Hypothesis B, cannot be ignored. The VIX
entering the extreme fear zone at 31.05 and silver (-24.69%) falling nearly twice as much as gold (-13.5%) are
patterns consistent with leverage liquidation. While RAG search results like 'Buy gold on the dip... investors
flock to spot ETFs' suggest the emergence of contrarian buying, it is unclear if the scale is sufficient to reverse
the downtrend. The lack of specific volume data on central bank physical buying in RAG results leaves the
'structural demand shift' argument of Hypothesis B unverified, which is the key factor limiting the confidence
level to 3.

Action: Maintain existing short positions in GOLD, but strengthen monitoring and keep position sizes at
current levels given the extreme fear indicated by VIX 31.05 and the excessive decline in silver (-24.69%).

Invalidation: If real interest rates (DGS10 - T10YIE) fall below 1.95% and remain there for 3 consecutive trading
days within 2 weeks.

Macro Picture
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Key Themes:

Dominant Narrative: Macro analysis failure
Reality: Error: 'list' object has no attribute 'get’

Hypotheses

A (Market Right)

The recent 17% plunge in gold is a rational repricing following the breach of the 2.10% real interest rate
threshold, representing a normal correction combined with the dissipation of geopolitical premiums and profit-
taking. The market is accurately reflecting the opportunity cost of gold in a 'high real rates + strong dollar'
environment.

As confirmed in the previous three consecutive assessments, the rise in real interest rates (DGS10 - T10YIE) from 1.99% to 2.11%,
breaching the 2.10% threshold, is the key driver of the gold decline. Rising real rates increase the opportunity cost of holding gold, a
non-interest-bearing asset, which is consistent with supply-demand shifts like Western ETF outflows. While physical buying by non-




Western central banks may temporarily buffer upward pressure on real rates, a sustained environment of real rates above 2% will
see structural downward pressure overwhelm central bank buying.

B (Market Wrong)

The 17% market plunge is an over-correction caused by leverage liquidation and liquidity crunches,
representing a short-term error that ignores the structural decoupling of the real rate-gold correlation (de-
dollarization, central bank buying). Gold is likely to rebound from oversold territory.

Since 2022, gold has reached historical highs despite rising real rates, suggesting a structural breakdown of the traditional inverse
correlation model. Physical buying of over 1,000 tons annually by non-Western central banks (China, India, Turkey, etc.) more than
offsets ETF outflows. The 17% drop within a month, alongside declines in silver (-25%) and copper (-9%), strongly indicates broad-
based selling due to a liquidity crisis. Such panic selling accompanied by a VIX spike historically precedes a strong rebound.

Key Question: Will real interest rates (DGS10 - T10YIE) remain stable above 2.10% while gold ETF (GLD) outflows continue, or
will real rates fall back below 2.00% or gold enter a technical rebound alongside VIX normalization?

Tensions

Contrary to the conventional 'safe-haven' wisdom that gold prices rise during geopolitical crises, a phenomenon of
price declines has been observed during actual outbreaks of war.
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Narrative: Concentrated safe-haven demand and a strong surge in gold prices due to the Midd
Reality: Gold prices fell by approximately 17% over the past month (per Kyunghyang Shinmu
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A macro analysis failure where the correlation between gold prices and upward pressure on real interest rates—
driven by receding Fed rate cut expectations—has broken down.
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Narrative: Delayed rate cuts and sustained high interest rates should exert downward pressu
Reality: Despite receding rate cut expectations and high US Treasury yields, gold prices
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A shift in market pricing power as selling pressure from Western ETF investors clashes with physical gold buying by

non-Western central banks.
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Narrative: Gold ETF outflows are a bearish signal for the gold market, indicating a decline
Reality: Despite Western ETF outflows, strong physical buying by central banks pursuing d
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Alternatives

USD - O|= =2&{ Q= A (DXY)
Directly benefits from liquidity preference as an alternative safe-haven asset to gold in a high-interest-rate environment where real rates
exceed 2.1%.

BIL - SPDR Bloomberg 1-3 Month T-Bill ETF

A cash-equivalent asset that can avoid capital loss risks and earn high real interest income during phases of extreme fear (VIX 31.05) and
leverage liquidation.

GLL - ProShares UltraShort Gold

Generates leveraged returns on the downward trend by utilizing gold's expanding drawdown (-14.93%) and the breach of the real
interest rate threshold.
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