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2026-08-01 - Conviction

Verdict

Winning Hypothesis: The current gold price reflects a mispricing that underestimates macro realities, including upward
pressure on real interest rates and resilient labor market data. A recovery to the $4,100 level is merely a temporary
technical rebound. With the ICSA remaining low at 197,000 and CPI rising, real interest rates face structural upward
pressure, exerting strong downward force on gold prices. Furthermore, a positive T10Y2Y spread indicates that
recession fears have subsided, fundamentally weakening gold's demand as a defensive safe-haven asset. Consequently,
gold is reverting to its commodity characteristics, becoming highly sensitive to rising real rates, and is likely to decline
further after the breakdown of the $4,020 support level.

The market interprets the Fed's rate pause as signaling expectations of falling real rates, leading to
gold's recovery above the $4,100 level and its revaluation as a 'monetary safe-haven asset.'
Specifically, the positive T10Y2Y spread is viewed as indicative of a soft-landing scenario, with
prevailing optimism that geopolitical risks and rising oil prices will reinforce gold's inflation-hedging
function.

However, the market narrative is merely an illusion that underestimates the structural pressure from rising real
rates and the resilience of the labor market. Crucially, GOLD's 1M Return of -1.55% alongside a 5.8% rise in
US10Y's 1M Return clearly demonstrates that rising real rates are exerting strong downward pressure on gold
prices. Furthermore, ICSA remaining low at 197,000 indicates an absence of recession signals, while the T10Y2Y
spread holding at 0.47% in positive territory suggests weakening defensive demand for gold. Despite WTI's 1M
Return surging 23.26% and intensifying inflationary pressures, GOLD's decline implies a structural shift: gold is
no longer an inflation hedge but is being reclassified as a real-rate-sensitive asset. Since the invalidation
condition from the prior assessment ('ICSA exceeding 250,000') has not occurred, we maintain the existing
bearish stance (B).

Action: Underweight GOLD and expand short positions in US10Y

Invalidation: If ICSA (Initial Jobless Claims) exceeds 250,000 for two consecutive weeks

Macro Picture

Regime: risk_on_drag
Key Themes: Temporary relief following the Fed's rate hold, Rising real yield pressure and weakening safe-haven
appeal, Conflicting effects of geopolitical risks and inflation

Dominant Narrative: As of August 1, 2026, the Fed's decision to hold rates triggered a 2% short-term rebound in
gold prices to the $4,100 level; however, with 80% of Wall Street experts forecasting a decline, confidence in gold as
a 'safe-haven asset' has plummeted by 25%. Despite war risks, oil prices rebreaking $100 and persistent inflation
are pressuring real yields, reshaping gold from a pure safe haven into a commodity highly sensitive to interest rate
variables.

Reality: As of June 2026, although the UMCSENT (Consumer Sentiment) stands at 49.5 indicating contraction, the
T10Y2Y (10Y-2Y Treasury spread) remains positive at 0.47%, alleviating recession fears and limiting gold's defensive
appeal. Robust labor market conditions, with ICSA (Initial Jobless Claims) holding low at 197,000, combined with
CPI (332.568) upward pressure, are driving real yields higher. Consequently, even if gold holds the $4,020 support
level, the medium-to-long-term structure remains dominated by downside pressure.




Hypotheses

A (Market Right)

The short-term rebound narrative in the gold market reflects renewed expectations of declining real yields due
to the Fed's rate pause and resurgent safe-haven demand amid war risks. Recovery above the $4,100 level
signifies a temporary easing of stagflation fears, leading to gold's re-evaluation as a 'monetary safe-haven'.
Notably, the T10Y2Y spread remaining in positive territory suggests a 'soft landing' scenario rather than a
recession. In this context, even with rates on hold, upward pressure on real yields may ease, allowing gold's
defensive appeal to resurface. Thus, current bearish forecasts appear to be overly pessimistic, and gold is likely
to hold $4,100 and advance further.

The Fed's rate pause has fostered expectations of lower nominal yields, temporarily alleviating real yield burdens and directly easing
downward pressure on gold prices. Additionally, war risks and rising oil prices are stimulating inflation-hedging demand,
repositioning gold not merely as an interest-rate-sensitive asset but as an 'inflation defense asset'. While the positive T10Y2Y spread

indicates low recession risk, it reinforces gold's 'inflation hedge' function rather than its 'defensive’ role, thereby supporting gold
prices.

B (Market Wrong)

The current gold price reflects a mispricing that underestimates the macro reality of rising real interest rates
and resilient labor market data. A recovery to the $4,100 level is merely a temporary technical rebound. With
ICSA remaining low at 197,000 and CPI rising, real interest rates face structural upward pressure, exerting strong
downward force on gold prices. Furthermore, the positive T10Y2Y spread indicates that recession fears have
subsided, fundamentally weakening gold's demand as a 'defensive safe-haven asset.' Consequently, gold is
reverting to its commodity nature, becoming highly sensitive to rising real rates, and is likely to decline further
after the breakdown of the $4,020 support level.

Real interest rates (nominal rates minus inflation expectations) are the primary determinant of gold prices. The current structure,
characterized by rising CPl and a resilient labor market (low ICSA), fuels upward pressure on real rates. The Fed's rate pause freezes
only nominal rates; in a persistent inflation environment, real rates can actually rise. A positive T10Y2Y spread signals low recession
risk, diminishing gold's 'defensive' appeal while strengthening its 'commodity' characteristics, inevitably leading to price declines as
real rates rise. The 80% downside forecast by Wall Street analysts is a rational reflection of this macro reality.

Key Question: Will ICSA (Initial Jobless Claims) exceed 250,000 within the next two weeks, causing labor market rigidity to
collapse and reigniting recession signals, or will it remain at the 197,000 level, sustaining upward pressure on real interest
rates?

Tensions

While the Fed's rate hold generated temporary relief and a recovery attempt toward $4,100, rising real yield
pressures and robust labor market data have established dominant medium-to-long-term downside pressure,
creating a clear divergence between the narrative and reality.
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Narrative: Resumption of safe-haven buying due to interest rate pause and expectation of ri

Reality: Rising CPl and low unemployment claims have pushed real yields higher, weakening
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Despite geopolitical risks and oil prices rebreaking $100, gold has failed to fulfill its safe-haven role, instead being
reclassified as a commodity; this creates a contradictory scenario where war risks and inflationary pressures offset
each other.
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Narrative: Increased demand for safe-haven assets amid war risks and high inflation, drivin

Reality: Rising oil prices are pressuring real yields, undermining gold's safe-haven func
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Despite extreme pessimism with 80% of Wall Street experts forecasting a decline and consumer sentiment in
contraction, the T10Y2Y spread remains in positive territory, easing recession fears and limiting gold's defensive
appeal.
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Narrative: Heightened preference for safe-haven assets due to recession fears and analysts'
Reality: Positive Treasury yield spreads and resilient economic indicators have reduced r
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