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GOLD PRICE
21
* s - Fiday pm. i Jul-12  Jul-13  Jul-14  Jul-15  Jul-16
1950 Gold - LBMA PM Price  1792.40 1813.85 1823.20 1823.75 1824.30
1500 Gold - COMEX 1805.90 1809.90 1825.00 1829.00 1810.80
V Silver - HH 2620.50 2616.50 2613.50 2628.50 2572.50
1650 Platinum - NYME 1121.70 1109.80 1126.50 1136.00 1107.00
Crude Oil - NYME 74.10 7525 7313 7165  71.48
1500 CRB Bridge - NYBOT 21271 21412 21338 21225 21258
1350 US $ Index (EFXROC) 101.03  101.47 100.94 100.99 101.20
MMJMJ Fed Funds (Overnight) 0.10 0.10 0.10 0.10 0.10
1200 US 10-Year TIPS Yield  -0.9817 -0.97 -1.02 -1.05 -1.05
1050/ ‘ ‘ ‘ ‘ ‘ TSX Global Gold Index ~ 295.92 301.48 303.79 308.03 300.11
© 17 18 19 2 21 S&P 500 4384.63 4369.21 4374.30 4360.03 4327.16
Source: Bloomberg, Murenbeeld & Co. Source: Bloomberg, Murenbeeld & Co.
s US DOLLAR INDEX Review by Martin Murenbeeld
January 1999 =100 Gold rose some $18.30 Under questions from the
10 A this week (Friday pm/Friday (House) Committee on Financial

Euro, Yen, Pound

105 | pm), mostly in connection with Services the central bank chief

A Powell’'s semi-annual testimony  Jargely stuck to his view that

100 Pouna. Cans A A to Congress. In his prepared the inflation increases would

J\Wf’\‘“\\ LA \m comments Powell noted that be transitory and eventually

% W ‘\ W WV Y \«W reaching the standard of subside ... despite admitting

90 L “substantial further progress” ... that the inflation readings
___________ \_[ [toward the Fed's goals] is still a  had caught the Fed off-guard.

8516 - 1‘8 o w ways off, which suggests that the Bottom line: it would be a
Source: Bloomberg, Murenbeeld & Co. time to taper asset pu rchases is mistake to act premature/y [he
also still a ways off. noted] (FT 07/14).
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Not all Fed officials are
on board with Powell's views:
Federal Reserve Bank of St.
Louis President James Bullard
said the central bank has met
its goal of achieving “substantial
further progress” on both
inflation and employment, urging
policy makers to move forward
in reducing stimulus (Bloomberg
TV 07/15). Bullard's comments
may have taken some of the
punch out of the gold price
thereafter.

Clearly, the market remains
absorbed with just when
the Fed's tapering of asset
purchases might begin, and
gold seems to hang on each
nuanced suggestion of just
when (as do the dollar and
interest rates). We are keeping
our eyes on real interest rates
however, which we fully expect
to remain deeply negative
through 2022-23.

This week we include our
set of charts, updated, that
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provide a broader view of
important economic and gold
market factors and trends.
These are categorized into
bullish and bearish factors/
trends, which underlie last
week’s update of gold price
scenarios through 2022.
Scenario A is based on the
bearish set of factors/trends,
whereas Scenarios B and C
are based on the bullish set of
factors/trends.

CHANGE IN GOLD ETFs
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Source: Bloomberg, Murenbeeld & Co.
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Demand for gold ETFs
was flat through the week
ending Thursday ...

... but the net-long
position of the "specs"” on
COMEX increased by 25
tonnes equivalent in the
week ending Tuesday.

2014 2015 2016 2017 2018 2019 2020 2021

Source: US Commodity Futures Trading Commission, Bloomberg, Murenbeeld & Co.
*Futures Contracts: in tonnes-equivalent Last date: July 13, 2021
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GOLD AND THE DOLLAR - DAILY DATA Last date: July 16
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Gold is slowly coming back into line with the 10-year TIPS yield; the 22-day
rolling correlation has moved to -0.84 (and is -0.73 year to date).
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The Gold Price _ _ _
Outlook: This presentation provides

T o support for the gold price forecast
for 2021-22 scenarios that can be found on slide
2 and 37.

July 2021

+H

Murenbeeld & Co.
Subscription research for the gold business.

7 tct italight
%/C»p & temtt The probability-weighted

projection has gold around $1900

Forecast Update — 07/09/2021
at year-end 2021, and close to

Gold Price Outlook - Update .
20-2 20-3 20-4 211 21-2 21-3 21-4 22-1 22-2 22-3 22-4 $2100 at year-end 2022' Scenarlo
fowal e et A, the bearish scenario, has gold
cenario 5 1707 1674 1639 1601 ., . ,
e 100 1573 2068 21es save 2a0s falling back into the $1600’s over the
P 050 055 055 050 050 050 forecast period, but the probability of
(o3 0.30 0.30 0.30 0.35 0.35 0.35 . . .
e aghed Scenario A is judged to be low. We
Factor for Geopolitical Crises (1] 0 0 (1] 0 0 are more pa’-tia/ tO Scenario C’ WhiCh
FORECAST 1844 1881 1921 1975 2026 2080 .
Market  pm.fx 1808 could see gold as high as $2400 by
07/09/21 1809 1813 1815 1817 1820 1822
year-end 2022.
KL C‘op|to‘|‘|ght

We think gold will set a new
inflation-adjusted high during this
bull cycle. Real interest rates will
B";_’I’.is"/v ery Bullish ~50/35% remain very negative in Scenarios
* High government debt levels will ensure real . ] X
interest rates will remain very negative B and C, inflation will prove to be
" adlusted high (52953 during this bul cycle more stubborn than anticipated,
_ y a{vd _z‘he US dollar should weaken
€egglfl’:*etrzgt; to the low $1600s in 2022 Slg nlf/cantly over the next 6-8

« Gold will recover on rising debt problems and quarters.
inevitable dollar weakness thereafter

Forecast Update — 07/09/2021

The Gold Price Outlook
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Forecast Update — 07/09/2021
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The Gold Price
The all-time peak in today’s dollars — Jan 1980

2500

The January 1980 average is 52346 in today’s dollars
(Th e Jan 21, 1980, pm fix of $850 translates into $2953 in today’s dollars)

Tl .
M'Ku A
Mé e

72 74 76 78 80 82 84 86 88 90 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20

Source: Bloomberg, Murenbeeld & Co. Latest month: June 2021
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Overview

=

Recent Developments

N

Bullish gold factors

w

Bearish gold factors

A

Gold price outlook

The Gold Price Outlook e 6 murenbeeld.com

The current bull market is
a continuation of the one that
commenced in early 2000. That bull
market was interrupted by the 2012-
16 bear market, which commenced
when the Federal Reserve decided
to taper its (Great Recession-
induced) interest rate/QE policies.
(Scenario A suggests there will
soon be another taper-induced bear
market interruption.)

For another perspective, note
that gold averaged $675 in January
1980 (during the Iran Hostage
Crisis) and was fixed on January 21,
1980 at $850 (pm fix). These prices
translate into $2346 and $2953
respectively in today’s dollars (which
takes inflation into account). Our
view is that these levels will be taken
out before this long bull market ends!

Bullish factors dominate the gold
price outlook, although we cannot
totally rule out a short bear market
as modeled in Scenario A!

Capitalightresearch.com
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}% Captalight m= But first some recent
Recent Developments developments. The 2012-2016 bear
New high in August 2020 ... $300 pullback thereafter ... market ended late 2016, and then
2200 e Yer gathered pace in late 2018 as US

2050 -

1900 - $189:

} interest rates declined again (see
1. " | nextchart). Gold set a new all-time
i A high with a fix of $2067.15 on August
6, 2020, at the height of the Covid
crisis. It retreated sharply on the back
of emerging recession worries and a
-1 firming dollar. (Gold also declined by
/A some $210 in March 2020 on Covid-
recession worries!)

1750 -
1600 -
1450 -

P
1300 -

1150

1000

The Gold Price Outlook e 7 murenbeeld.com

g e - m=
Recent Developments i i i
Gold has tracked the US-TIPS yield closely ... ThIS Chart ‘?hOWS a maj or tUl’{? In

2200 Corr: -92 | Corr: -27 | Corr: -86 | Corr:-16 | Corr:~78 | Corr: -91 | Corr: -32 | Corr:-59 | Corr: -91 Corr: -95 | Corr: =73 -1.6 the US TIPS yle/d /ate 2018’ WhICh
helped gold rise sharply thereafter.
Gold’s upward surge was arrested
1750 1 after August 2020 by another turn in
1600 1 [ o0 the TIPS yield. We expect the TIPS
1450 1 yield to remain very low (i.e., around
L -1.0%) for an extended number of
" " quarters.

1000 1.6
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Recent Developments

Record gold ETF demand in 2020 ... but sales in 2021
. mesg t o Investment demand for gold

800 - 3240 was very Stl’ong in 2020. This

Annual ETF . . .

600 1 purchases/sales [ 2880 demand ebbed in 2021 as bitcoin

P I R — t 2520 . .

o0 | - soared, equity markets remained

0| 1800 very attractive and the dollar moved
200 Seariodata | 1440 higher. We expect ETF demand to
-400 1080 . .
. Cumuiaive ETF o pick up going forward.
-800 — 360
-1000 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
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Outlook - Bullish Factors

1. Global debt levels at record levels and will rise further
+ Rising debt levels will keep real interest rates low indefinitely
2. The US dollar remains seriously overvalued
« It will/must inevitably decline
3. Inflation will reappear
The post-Covid recovery is pushing inflation upwards
4. Central banks to remain accommodative
Central banks focused on maximum employment
5. Mine supply will begin to contract
- Output interruptions on account of Covid have already occurred
6. Consumer demand in China and India will improve
« India and China account for 50% of consumer demand

The Gold Price Outlook e 10 murenbeeld.com
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Bullish: (1) Global Debt

Levels were already excessive before Covid ...

275
56.2
Government Debt
234. % of GDP

225

Over 90%
and growth
becomes
impaired!
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75

25
Japan Canada us UK Italy China Euro Area
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Bullish: (1) Global Debt
... budget deficits add to debt levels ...

4

% of GDP
0 -

) _-Iﬂ:
-16 2019
The IMF has probably

20 underestimated the =2020 L
deficits for 2021! w2021
-24
us Eurozone Japan UK Canada China

Fiscal Monitor — April 2021, Murenbeeld & Co.
The Gold Price Outlook e 12 murenbeeld.com

There are at least six bullish
factors in our gold outlook. And, most
notably, the global policy response
to Covid-19 has compounded some
pre-existing bullish factors, such as
rising global debt levels.

Fiscal deficits were already
excessive before the Covid crisis.
But now, with Covid, the debt/GDP
ratios for Canada and the US are
likely to rise by 20-30% in 2020-

21. Debt levels in excess of 90%
tend to impair growth more broadly,
furthermore, which in turn limits fiscal
and monetary policy choices.

The US CBO (Congressional
Budget Office) projects this year’s
fiscal deficit to be 13.4% of GDP,
slightly lower than the IMF’s April
2021 projection. Regardless, deficits
are at record levels everywhere and it
IS not clear just how these will decline
— given the increased dependence
on government largesse and voter
reluctance to be taxed.

Capitalightresearch.com
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Bullish: (1) Global Debt

Entitlements are a fundamental problem ...
70

US Budget:

Percent of total outlays S
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Bullish: (1) Global Debt

High debt levels tend to lead to lower growth rates
7

‘ Average US real GDP growth rate ‘

6 -

5 ]

4 4
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ce

Source: Bureau of Economic Analysis, Bloomberg, Murenbeeld &

The Gold Price Outlook e 14
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Bullish: (1) Global Debt

Government choices are limited ...

Government Choices:

Continue to boost growth with: g0
» Expansive monetary/fiscal policies
» Inflation, devaluation and financial repression ...

W€
S\
90

Shift to more policy austerity with:
* Higher taxes and cuts to entitlements
Creative destruction through depression,
deflation, and default

The Gold Price Outlook e 15

Entitlements now take up more
than 60% of most OECD economies’
budget expenditures. Covid will not
slow the upward trend. (Defense
and infrastructure used to be the
big-ticket expenditures — but no
longer. No surprise, infrastructure in
North America has been seriously
neglected — which the Biden
Administration wants to address with
a $3 trillion plan. It’s accordingly hard
fo see budget deficits back at a more
traditional 3% of GDP.)

Reinhart and Rogoff noted in
their book (This Time Is Different:
Eight Centuries of Financial Folly)
that high government debt levels
(typically above 90% of GDP) tend
to dampen growth rates. Yet, higher
GDP growth rates are required
to reduce debt/GDP ratios. The
solution? More inflationary growth?

Lower growth rates are clearly
undesirable — but what can
governments do? The choices are
stark: governments can print/inflate/
devalue to boost nominal growth
(which should then reduce the debt/
GDRP ratio). Or governments can
accept a severe economic recession/
depression, massive write-offs, and
economy-wide “creative destruction”.
We think governments will favor the
first choice — hence the bullish gold
outlook!

Capitalightresearch.com
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Bullish: (1) Global Debt

But government debt is only half of the problem ...!
500

BHousehpld Debt
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* Earliost data is available for China is 2006
The Gold Price Outlook = 16 murenbeeld.com
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Bullish: (2) Dollar is Overvalued

Dollar in LT-downtrend* ... and will roll over again!

US recession 1‘ S~~~ US Dollar Indices
y | DXY Index
Murenbeeld-EFXRO (san 1955=100)

0
73 75 77 79 81 83 85 87 89 91 93 95 97 99 01 03 05 07 09 11 13 15 17 19 21

1 Reserve, Bloomberg, Murenbeeld & Co. Last month: June 2021

Source: Feder:
The Gold Price Outlook e 17 murenbeeld.com
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Bullish: (2) Dollar is Overvalued

“Hamburger economics” indicates US$ is overvalued

Indonesia

Malaysia

Taiwan

The Economist
Big Mac Index:

Hong Kong

Vietnam

Philippines
China

Japan

% undervalued

The US dollar is
very “overvalued”!

Singapore

Britain

Euro area

Canada

United States

Switzerland
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c

ource: The Economist; 3
The Gold Price Outlook e 18 murenbeeld.com

Last, government debt is only half
the problem! When household and
corporate debt is added, total debt
for many countries exceeds 250%
of GDP. In short, the Western World
is grossly overindebted. And any
adoption of Modern Monetary Theory
will further add to the overall level of
indebtedness!

The second bullish factor is the
overvalued the US dollar. The long-
run fate of “reserve” currencies, and
the dollar in particular, is that they
become seriously overvalued when
frading partners persist in keeping
their own currencies undervalued
against the reserve currency. The
resulting global imbalance will
eventually necessitate a reserve
currency devaluation. Unfortunately,
in recent years other factors have
interfered with the dollar’s necessary
devaluation (i.e., US-China trade war,
the Covid pandemic, eftc.). But current
global imbalances cannot continue
indefinitely.

The Economist’s Big Mac Index is
one simple measure of the US dollar’s
overvaluation. According to this index
the Asian currencies are 30-60%
undervalued!

Capitalightresearch.com
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~ Bullish: (2) Dollar is Overvalued
Non-petroleum deficit large and rising ...
10
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Bullish: (2) Dollar is Overvalued
China accounts for 38% of US deficit ...
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Bullish: (2) Dollar is Overvalued

A lower dollar will help reduce the CA deficit ...
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Source: Bureau of Economic Analysis, Murenbeeld & Co.

The Gold Price Outlook e 21 murenbeeld.com

US dollar overvaluation shows up
clearly in US trade data ...

... the US trade deficits with
China, the ASEAN countries, and
the EU are particularly excessive —
suggesting the dollar is uncompetitive
when it comes to trade in goods and
services.

This chart highlights the US
current account, which takes into
consideration all trade other than
trade in financial/investment assets
and liabilities. As the current account
deteriorates, US financial/investment
liabilities to the rest of the world
increase ...

Capitalightresearch.com
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ullish: (2) Dollar is Overvalued

-

... and arrest decline in int’l investment position

U.S. Net International Investment Position
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The Gold Price Outlook e 22

Bullish: (3) Inflation
Inflation has been absent — but no longer

% Capitalight ]|
Bullish: (2) Dollar is Overvalued
The international investment position at record!
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The Gold Price Outlook e 23 beeld.com
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Reasons to expect higher inflation
» Globalization is in retreat

America” is pro-labor but also more expensive!
* Money supplies have risen dramatically

price inflation!

Commodity prices have picked up

Pent up demand is outstripping supply

The Gold Price Outlook e 24

“Made at home” policies are proliferating; cheaper foreign goods are
being substituted with more expensive domestic goods; “made in

Today'’s asset price inflation will be followed by tomorrow’s general

Higher commodity prices (i.e., oil) will feed into higher inflation rates!

Surging demand is causing significant price pressures in specific
sectors of the economy; not all these pressures will dissipate!

11

... which shows up in the estimate
of the net US international investment
position, now nearly -$15 trillion (or
-65% of GDP). (For students of the
gold standard system, it is noteworthy
that US gold reserves total less than
$0.5 trillion at today’s gold prices
— meaning gold prices would have
to be 30 times higher in order for
the US to “pay off” its international
indebtedness!!)

The international investment
position can be interpreted as
a cumulative total of the current
account deficit; each quarter’s CA
deficit requires offsetting international
financial inflows (i.e. offsetting net
financial liabilities).

We haven’t said much about
inflation in recent years; it's been a
non-issue. But this will change going
forward.

Capitalightresearch.com
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Bullish: (3) Inflation
Inflation expectations have risen ...
2.6 590
A
US 10-Year Breakeven Rate Price Index I
2.2 /. 515
Wm/w
1.4 365 /W
1.0 290
US 10-year Treasury Yiel
minus 10-year TIPS Yield
0.6 215
18 19 20 21 18 19 20 21
Source: Bloomberg, Murenbeeld & Co.
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Bullish: (3) Inflation
Goods inflation is rising relative to services inflation

10
US CPI Goods and Services ‘
8 (vear-over-year percent change) | I
6 | f
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AL i iy
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Source: Bloomberg, Murenbeeld & Co. Latest Month: May 2021
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~ Bullish: (4) Easy Monetary Policies

The Fed’s balance sheet still increasing

The Fed blew up its 8T

Murenbeeld & Co.

. WUS Treasury Securities
balance sheet in 711 | mMortgage-Backed Securities
. M0ther Assets
2008-2013 ... 671" mCentral Bank Swap Lines
M Repurchase Agreements

ST Wliqidity to Markets

But it did so much
more aggressively
this time around ...

So, what will happen

when the next crisis
hits ...??

'081'09 '10 '11'12 '3 "4 /"5 "6 '17 '18 '19 20 2

Source: Federal Reserve, Bloomberg, Capitalight Research
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Inflation expectations have risen
since March 2020 (when Covid hit),
commodity prices have returned
to pre-Covid levels, and with the
opening of the global economy
pent-up demand and supply
problems will ensure inflation rates
will remain well above most central
banks’ target rates for an extended
period of time.

Goods inflation has ramped
upwards in recent months on the
back of supply problems (i.e.,
labor, chips, outsourcing, eftc.), and
services inflation is moving upwards
as well (as employers are bidding
for workers in the service sectors).

The Fed’s balance sheet
has surged more rapidly and
dramatically than it did in 2008-09!
Will the next crisis lead to yet more
QE!?

Capitalightresearch.com
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~ Bullish: (4) Easy Monetary Policies

All central bank balance sheets are expanding ...
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Bullish: (4) Easy Monetary Policies
Gold correlates positively with global liquidity ... !
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- Bullish: (4) Easy Monetary Policies

Real rates will remain low/negative for years to come
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When central bank balance
sheets collectively rise gold
inevitably surges as well.

Indeed, gold and global liquidity
are closely linked, and Covid has
led to a sharp expansion in global
liquidity.

As liquidity expands, nominal
interest rates typically decline.
Real interest rates are now
negative in many countries
(including the US), and we expect
these to remain negative for the
foreseeable future.
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Bullish: (5) Mine Output is Peaking

World Gold Council data show less output of late ...
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Bullish: (6) Consumer Demand
Picking up after COVID-19-induced decline!

Consumer demand (jewelry/bar/coin/medals) is rising
again in both India and China!

Both countries count for over 50% of global consumer demand!
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Outlook - Bearish Factors

1. The US dollar continues to rise
- Other central bank policies are also very stimulative and
the dollar will retain its safe-haven status when crises hit

2. Real interest rates commence rising
« The return to some “normalcy” after the Covid crisis,
together with inflation, will force the Fed and other
central banks to “taper” aggressively

3. Central banks reduce their balance sheets
- A shift to Volcker-like policies on the back of inflation will
push normal yields sharply higher - and risk a new
recession ... before central banks back off

14

The pandemic has had a
negative impact on mine output,
but the medium-term outlook
already called for some decline;
not enough gold is being found!

Recent data on Chinese and
Indian consumer demand (from
the World Gold Council) indicate
that the Covid-induced decline
in demand is giving way to more
normal demand patterns.

The beatrish factors are
essentially those related to central
bank policy tightening and a firm
dollar. These factors could set up
a brief bear market in gold, not
unlike that we witnessed during
2012-2016. The bear market
will not last as long however as
policies will reverse the moment a
recession threatens.
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Bearish: (1) US Dollar Rises Further

US$ remains safe-haven choice for investors
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Bearish: (2) Real Interest Rates Rise

Economic recovery leads to policy “tapering”
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Bearish: (3) CB’s reduce balance sheets
Inflation leads to aggressive balance sheet reduction
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The US dollar is generally
negatively correlated with gold. The
dollar’s decline in 2020 accordingly
helped gold. The rise of the dollar in
2021 to date has not been positive
for gold. Gold will face a major hurdle
if the dollar continues to rise this year
and next.

There was a taper tantrum in
2013, when the Fed communicated
its desire to reduce QE. This set up
a four-year bear market for gold.
The Fed has gone out of its way
currently to relieve the markets of
any "taper"” worries, but now that
inflation is well above the Fed's
target the Fed will come under
pressure to change its policy.

The Fed and other central
banks have blown up their balance
sheets. With inflation threatening,
and a desire not to repeat the 1970's
inflation period, policymakers will
come under pressure to reduce their
balance sheets. For as long as they
are able to do this before a recession
occurs, gold will suffer. (There was
a tolerance for recession in the early
1980’s — after Volcker jacked up
interest rates. That tolerance is not
present today!)
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Forecast Update — 07/09/2021

Gold Price Scenarios

2021-ave 2021-end 2022-ave 2022-end

Scenario A -.154 1777 1721 1655 1601
Scenario B:,-5, 1829 1886 1951 2004
Scenario C:,-3.35, 1873 2019 2225 2427

Final 1833 1901 2000 2090
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Murenbeeld & Co.
ubscription research for the gold business.
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This slide summarizes the data
from slide 2.

We hope everyone is staying safe
and enjoying the summer!

Have questions or feedback?

Send us an email at
info@murenbeeld.com
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Disclaimer

The views expressed in the research report regarding any particular company, security, industry or commodity price are the
independent and personal opinions of the research analysts and their associates. Views expressed herein should not be considered
as a recommendation to buy or sell nor should they be relied upon as investment advice. Past performance is not a predictor of future
results. Individual investment results may vary, and all investing involves risk of loss. You are responsible for your own investment
decisions. Information contained in this report is current as of the date of publication and has been obtained from third party sources
believed to be reliable. Capitalight Research Inc., and its affiliates, do not make any representations regarding the accuracy,
completeness or reliability of any information contained herein and does not accept any responsibility or liability for any loss or damage
caused by a reader’s reliance on any information contained herein. Research analysts and their associates are prohibited from trading
against their investment opinion, if any has been expressed. The compensation of the research analyst and their associates are not
linked directly or indirectly to their opinions or to the performance of any particular company or security. Capitalight Research Inc. has
not provided any consulting, advisory, investment banking or paid-for research services to any of the companies named in this research
report. The research analyst or associate do not own shares of the companies named in this research report. Capitalight Research Inc.
maintains a Restricted List of securities with pending research reports. Any employees, including their spouses and dependents, that
are aware of pending research reports are restricted from trading securities on the Restricted List until the research report has been
fully disseminated. This research report is copyright and may not be reproduced, in whole or in part, without the written consent of
Capitalight Research Inc.

Anti-Spam

You are receiving this material from Capitalight Research Inc. located at 130 King St West, Suite 1940, Toronto, Ontario M5X 2A2.
Capitalight Research Inc. respects your time and your privacy. If you no longer wish us to retain and use your personal information
for the purposes of distributing newsletters, reports or other commercial electronic messages, please let us know via email. For more
information on our Privacy Policy please visit our website at www.CapitalightResearch.com.
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