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Verdict

Winning Hypothesis: The current gold price rally narrative appropriately reflects a new macro paradigm of 'declining
real rates' and 'proactive hedging.' As of August 2026, the T10Y2Y spread remains positive at 0.52%, and ICSA stands at
209,000, indicating a resilient labor market. This supports a 'soft landing' scenario rather than stagflation, which is the
sole condition enabling the Fed to initiate an interest rate cut cycle. Unlike in the past, GOLD has not declined despite
US10Y yields hovering around 4.7%, signaling a 'correlation breakdown.' This suggests gold is being re-evaluated not
merely as a nominal rate-sensitive asset, but as a 'currency credibility hedge' that protects real purchasing power even
during disinflationary phases. Therefore, market perceptions of a 'gold price floor' and central bank buying represent
not a simple technical rebound, but the onset of a structural uptrend driven by soft landing expectations.

The market assesses that gold is being re-evaluated from a nominal-rate-sensitive asset to a 'currency
credibility hedge' instrument, against the backdrop of geopolitical risks in the Middle East and
Northeast Asia and expectations of preemptive Fed rate cuts. Notably, sustained buying by the
People's Bank of China and inflows into major ETFs are forming a 'gold price bottom,' while the
breakdown in correlation—where gold fails to decline despite US10Y holding at 4.7%—is interpreted
positively.

However, the prior concern that 'sustained high rates and a resilient labor market would cap gold gains' has
been concretely invalidated by current data flows. Despite US10Y holding at a high level of 4.71%, the GOLD-
US10Y short_beta has converged to -0.0004, indicating an 'abnormal correlation breakdown' where gold does
not fall even as rates rise. This strongly suggests gold is being re-rated not as a nominal-rate-sensitive asset but
as a real purchasing power protection tool amid expectations of falling real rates. Furthermore, ICSA remaining
below the 250,000 threshold for two consecutive weeks at 209,000 validates the soft-landing labor market
scenario, while GOLD's 1-year return of +33.65% refutes the notion that high rates suppress gold's upside. The
recent 6-month decline of -11.01% appears to be a temporary correction, with the structural shift
characterized by a powerful 1-year uptrend and correlation breakdown prevailing.

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

Macro Picture

Regime: safe_haven
Key Themes: Geopolitical Risks and Safe-Haven Demand, Fed Rate Cut Expectations and USD Weakness, Sustained
Central Bank Purchases (Buy the Dip)

Dominant Narrative: Amid escalating geopolitical risks in the Middle East and Northeast Asia and sluggish equity
market trends, including the KOSPI, investors are reallocating capital to gold as a safe-haven asset. Expectations of
Federal Reserve rate cuts are driving down the US Dollar Index, creating a favorable environment for a gold price
rebound. In particular, the 20th consecutive month of purchases by the People's Bank of China and net inflows into
major gold ETFs are supporting bottom-fishing activity, reinforcing market perception of a 'gold price floor".

Reality: As of August 2026, the T10Y2Y (10-year minus 2-year Treasury yield spread) stands at 0.52%, maintaining a
positive yield curve structure. This reflects expectations that the Fed has concluded its rate normalization cycle
rather than signaling recession fears, thereby easing real interest rate pressures. While the UMCSENT (Consumer
Sentiment) at 49.5 indicates concerns over economic slowdown, the ICSA (Initial Jobless Claims) at 209,000
demonstrates labor market resilience. Consequently, expectations of rate cuts under a 'soft landing' scenario, rather
than stagflation, are serving as the primary driver for gold price appreciation.




Hypotheses

A (Market Right)

The current gold price rally narrative appropriately reflects a new macro paradigm of 'declining real rates' and
'proactive hedging'. As of August 2026, the T10Y2Y spread at 0.52% maintaining a positive curve and ICSA at
209,000 indicating a robust labor market point to a 'soft landing' scenario rather than stagflation, which is the
sole condition enabling the Fed to initiate a rate-cut cycle. Unlike the past, the 'correlation breakdown' where
GOLD does not decline despite US10Y hovering around 4.7% suggests gold is being re-evaluated not as a
nominal-rate-sensitive asset, but as a 'currency credibility hedge' that protects real purchasing power even
during disinflation. Thus, the market's perception of a 'gold price floor' and central bank buying represent not
merely a technical rebound, but the starting point of a structural uptrend under soft-landing expectations.
Therise in gold is not merely due to safe-haven demand, but a proactive reaction where the 'expectation' of Fed rate cuts under a
soft-landing scenario lowers real interest rates. Labor market strength (ICSA 209,000) does not imply delayed rate cuts; rather, it acts

as a 'safety mechanism' enabling a soft landing and allowing the rate-cut cycle to begin safely. Consequently, even if nominal rates
remain high, the burden of real rates eases, becoming the core driver of gold price appreciation.

B (Market Wrong)

The current price surge in the gold market is a mispricing driven by excessive optimism that underestimates the
macro reality of a 'soft landing.' Data showing T10Y2Y maintaining a positive curve at 0.52% and ICSA at 209,000
indicates a resilient labor market, clearly suggesting the Fed has no reason to rush rate cuts. This implies that
the real interest rate burden remains unresolved, and the opportunity cost of gold (US10Y at 4.7%) will stay
elevated. The market's perception of a 'gold price floor' overestimates structural factors such as central bank
buying and overlooks the risk that gold's inflation hedge function will weaken as inflation slows in a
disinflationary environment. Consequently, gold prices will likely remain limited to technical rebounds and face
further downside pressure if the high-rate environment persists.

The resilience of the labor market (ICSA at 209,000) implies a soft landing, but this supports a 'hold' logic, indicating the Fed need
not rush rate cuts. As long as real interest rates do not decline, the opportunity cost of gold will continue to rise in an environment
where nominal rates (US10Y at 4.7%) remain high. The market narrative has overly front-run 'rate cut expectations, underestimating

the possibility of 'rate holds or delays' revealed by actual data (labor market resilience). This indicates that gold prices are trading at
a premium relative to macro realities.

Key Question: Until August 2026, when ICSA (Initial Jobless Claims) exceeds 250,000 and labor market weakness becomes
evident, will GOLD continue its upward momentum driven by expectations of falling real rates despite US10Y (10-year
Treasury yield) remaining at 4.7%, or will its price gains be constrained by the high opportunity cost of interest rates?

Tensions

While the market narrative emphasizes Fed rate cut expectations and USD weakness as key drivers for gold, macro
data suggests a slower pace of real rate cuts or a 'soft landing' phase due to labor market resilience and a positive

yield curve. This raises questions regarding the sustainability of gold price gains.
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Narrative: Expectations of Fed rate cuts and a weakening dollar are driving a rebound in go
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Gold buying pressure driven by geopolitical risks and safe-haven demand persists. However, despite low consumer
sentiment, low initial jobless claims indicate that a soft landing scenario prevails over recession (stagflation) fears,

creating a divergence from the explosive increase typically associated with traditional safe-haven demand.
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Narrative: Geopolitical risks and a sluggish stock market are triggering a large-scale shif
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Sustained central bank purchases and the perception of a 'gold price floor' are supporting the market. However,
concerns exist that gold's inflation-hedging function may weaken in a disinflationary environment where prices are
cooling while interest rates remain stable.




Narrative: Central bank purchases and bottom-fishing are forming a price floor for gold, su
Reality: The coexistence of disinflation and a plateau in interest rates could weaken the
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Alternatives

XAUUSD - = (Spot Gold)

Adirect beneﬁaary of the 'correlation breakdown' phenomenon explicitly cited in the verdict, where gold prices do not decline despite
rising rates. This is the core alternative asset most clearly reflecting structural shifts driven by expectations of falling real rates and central
bank buying.

GLD - SPDR Gold Shares (ETF)

A highly liquid alternative that tracks spot gold price volatility. As the market narrative reorients toward 'safe-haven demand' and 'central
bank accumulation,' this portfolio component is positioned to attract institutional inflows most rapidly.

GDX - VanEck Gold Miners ETF

An indirect alternative offering leverage to gold price appreciation. In the current 'abnormal correlation breakdown' phase, where gold
prices rise resiliently despite high interest rates, gold miners are likely to exhibit greater elasticity than spot gold due to improved
profitability.
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