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Verdict

Winning Hypothesis: The market's 'major reversal' narrative is merely a temporary overheating driven by entry into
overbought territory and underestimation of the Fed's high-rate maintenance stance. A delay in rate cuts will push up
real interest rates, undermining the fundamental drivers of gold price increases. With T10Y2Y turning positive at 0.51%,
alleviating recession risks, the Fed has strong incentives to significantly slow or halt rate cuts, citing a resilient labor
market (ICSA 209,000) and stable industrial production (INDPRO 102.6). This will keep nominal rates (US10Y 4.7%)
elevated, increasing gold's opportunity cost. While central bank buying (Bank of Korea: 350 billion KRW) is a structural
factor, its scale is insufficient relative to short-term liquidity supply to drive prices higher. Ultimately, stagflation
concerns will dampen consumer sentiment (UMCSENT 49.5), suppressing actual demand, and gold will face renewed
downward pressure in a high-rate environment.

The market believes that the Bank of Korea's resumption of gold ETF purchases and the global trend of
central bank foreign reserve diversification are strong enough to offset upward pressure on real
interest rates. Viewing the 11% gold price surge in one month as a 'bottom,' the market anticipates
entering a 'major reversal' phase driven by stagflation concerns and safe-haven demand, projecting a
break above 4,500 USD.

However, market optimism underestimates macro data showing the T10Y2Y spread turning positive at 0.51%,
indicating eased recession fears, and ICSA at 209,000, signaling a resilient labor market. This provides the Fed
with a strong rationale to delay or hold rates, while the high-rate environment with US10Y at 4.7% will
continuously increase the opportunity cost of gold, capping price gains. Furthermore, with GOLD 3m return at
-2.08%, the 11.16% surge in one month (GOLD 1M return) is likely a technical rebound. Central bank buying
(Bank of Korea's 350 billion KRW) appears insufficient to drive prices higher compared to short-term high-rate
pressure and labor market resilience. Additionally, the weak UMCSENT at 49.5 signals shrinking real demand
rather than inflation-hedging demand, presenting a contradictory signal.

Action: Underweight GOLD

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

Macro Picture

Regime: central_bank_bid
Key Themes: Strategic central bank buying (Bank of Korea resumes after 13 years), Restoration of interest rate
sensitivity amid slowing real interest rates, Retail investor expectations for a rebound (11% gain in one month)

Dominant Narrative: The Bank of Korea has resumed gold ETF purchases for the first time in 13 years since 2013,
accelerating the trend of global central banks diversifying foreign exchange reserves. As expectations for Fed rate
hikes have slowed, easing the burden of real interest rates, gold prices are exploring the possibility of breaking
through $4,500. Market participants view the 11% rebound in gold prices within one month as a 'bottom,' and with
90% of experts predicting further gains, the market is entering a 'major reversal' phase driven by combined demand
for safe-haven assets and inflation hedging.

Reality: As of August 2026, T10Y2Y (10-year minus 2-year Treasury yield spread) stands at 0.51%, turning positive
and alleviating recession concerns. However, UMCSENT (Consumer Sentiment) remains weak at 49.5, fueling
stagflation fears. While INDPRO (Industrial Production) is robust at 102.6 and ICSA (Initial Jobless Claims) is stable at




209,000, suggesting a potential slowdown in the pace of rate cuts, rising CPI (332.8) and sustained central bank
buying (Bank of Korea: 350 billion KRW) remain key factors supporting the gold price floor.

Hypotheses

A (Market Right)

The market's optimism is justified because structural central bank buying (central_bank_bid), led by the Bank
of Korea, is strong enough to offset upward pressure on real interest rates. Even though the T10Y2Y turning
positive has alleviated recession fears, this may only slow the Fed's rate cut pace, which is secondary to the
geopolitical imperative of 'foreign exchange reserve diversification.' In an environment where rising CPl and
stagflation concerns (UMCSENT 49.5) coexist, rising nominal rates alone cannot prevent a decline in gold's real
value. The 11% monthly gain is not merely an overbought condition but the starting point of a new price
discovery process combining inflation hedging demand and central bank buying. Thus, concerns over delayed
rate cuts are merely a temporary adjustment factor, as the structural downside support for breaking $4,500 is
already established.

Central banks' strategic buying represents price-inelastic demand that operates independently of interest rate sensitivity (real
rates). While the T10Y2Y turning positive (0.51%) alleviates recession fears and provides the Fed with justification to maintain
tightening, this fails to offset the 'inflation premium' and 'declining currency credibility' factors supporting gold prices. Although a
low ICSA (209,000) indicates a robust labor market that may delay Fed rate cuts, it simultaneously fuels CPI increases, indirectly

creating pressure to lower real rates and thereby strengthening gold's inflation hedging function. Therefore, the market's 'major
reversal' narrative accurately reflects the contradiction in macro indicators (stagflation).

B (Market Wrong)

The market's 'major reversal' narrative is merely a temporary overheating driven by entry into overbought
territory and an underestimation of the Fed's high-rate maintenance stance. A delay in rate cuts will drive up
real rates, fundamentally undermining the momentum for gold price increases. With the T10Y2Y turning
positive at 0.51%, recession risks have eased; consequently, the Fed has strong incentives to significantly slow
or freeze rate cuts, citing a resilient labor market (ICSA 209,000) and stable industrial production (INDPRO
102.6). This will keep nominal rates (US10Y 4.7%) elevated, increasing gold's opportunity cost. While central
bank buying (Bank of Korea 350 billion KRW) is a structural factor, its scale is insufficient relative to short-term
liquidity supply to drive prices higher. Ultimately, stagflation concerns will dampen consumer sentiment
(UMCSENT 49.5), suppressing real demand, and gold will face renewed downward pressure in a high-rate
environment.

The premise from the previous assessment (2026-08-15, 16) that 'labor market rigidity (ICSA 209,000) and high nominal rates' will
delay Fed rate cuts remains valid. Moreover, the positive turn in T10Y2Y (0.51%) has alleviated recession fears, further weakening the
justification for the Fed to shift to an easing stance. This sustains upward pressure on real rates, setting a fundamental ceiling for
gold price increases. While central bank buying provides long-term downside support, short-term investor opportunity costs rise in a
high-rate environment, potentially weakening buying momentum. Furthermore, a 11% monthly surge indicates a technical

overbought condition with significant risk of a pullback. Thus, market optimism underestimates macro realities: sustained high
rates and the absence of a recession.

Key Question: With the T10Y2Y spread turning positive at 0.51% and recession concerns easing, if the Fed delays or freezes
rate cuts citing labor market resilience (ICSA 209,000), can the buying power of central banks like the Bank of Korea offset the
increased opportunity cost for gold driven by rising real rates (maintained nominal rates + slowing inflation)?

Tensions

The market narrative claims gold is on the verge of a 'major reversal' with a potential break above $4,500 due to
slowing real interest rates and central bank buying. However, macro reality shows T10Y2Y turning positive, easing
recession fears and potentially slowing rate cuts, implying limited recovery in interest rate sensitivity.
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Narrative: Entering an upward phase as gold prices approach breaking $4,500, driven by easi

Reality: Limited recovery in interest rate sensitivity due to the T10Y2Y turning positive
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Retail investors and 90% of experts view the 11% one-month rebound as a 'bottom," anticipating a recovery driven
by safe-haven demand. Yet, in an uncertain environment where weak UMCSENT (49.5) signals stagflation risks

alongside rising CPI, there is a possibility of entering a short-term overbought zone.
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Narrative: Entering a 'major reversal' phase, viewing the 11% monthly gain as a 'floor, wi

Reality: Stagflation concerns and potential entry into a short-term overbought zone due t
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The dominant narrative attributes support to gold's price floor from strategic central bank buying, exemplified by
the Bank of Korea's resumption after 13 years. However, robust INDPRO and stable ICSA suggest recession risks may
not immediately translate into safe-haven demand, raising questions about the sustainability of buying

momentum.

. )
0.45

Narrative: Accelerated diversification of foreign exchange reserves and strong support for
Reality: Doubts regarding the sustainability of buying as robust INDPRO and stable ICSA s
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