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Precious Comment: Raising Our Gold Price Forecast on Sticky Hedges

B We raise our Dec2026 gold price forecast to $5,400/toz (vs. $4,900 prior) I%%a%rzm)gsst;lﬂ%e‘n
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our price forecast, don’t liquidate their gold holdings in 2026, effectively lifting
the starting point of our price forecast.

m Central bank buying drove solid gold price increases in 2023 and 2024. However,
the rally has accelerated since 2025 because central banks started competing for
limited bullion with private sector investors via traditional ETF purchases (pulled
in by Fed cuts), and growing/newer instruments to hedge global macro policy
risks (sometimes associated with the debasement theme), namely physical
buying by high net worth families and investor call option buying.

®m  Our forecasted 17% price increase from the January month-to-date average (or
13% from spot) by end-2026 reflects:

O Central bank buying to average 60 tonnes in 2026 as EM central banks are
likely to continue the structural diversification of their reserves into gold
(contributing 14pp to the 17% price increase we expect by Dec26)

0 Western ETF holdings to rise as the Fed cuts the funds rate by 50bp in 2026
(contributing 3pp by Dec26)

O Our assumption that hedges of global macro policy risks remain stable as
these perceived risks (e.g. fiscal sustainability) may not fully resolve in
2026, implying that the high early 2026 gold price forecast is a sustainable
starting point for our forecast.

B We see the risks to our upgraded gold price forecast as two-sided but still
significantly skewed to the upside because private sector investors may diversify
further on lingering global policy uncertainty. That said, a sharp reduction in
perceived risks around the long-run path for global fiscal/monetary policy would
pose downside risk if it were to cause liquidation of macro policy hedges.

Investors should consider this report as only a single factor in making their investment decision. For Reg AC
certification and other important disclosures, see the Disclosure Appendix, or go to
www.gs.com/research/hedge.html.
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We Raise Our Dec2026 Gold Price Forecast to $5,400/toz (vs. $4,900 Prior)

GS Gold Price Forecast and Underlying Drivers
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Raising Our Gold Price Forecast on Sticky Hedges

We raise our Dec2026 gold price forecast to $5,400/toz (vs. $4,900 prior) because the
key upside risk we have flagged—private sector diversification into gold—has started to
realize (Exhibit 1). We assume that private sector diversification buyers, whose
purchases hedge global policy risks and have driven the upside surprise to our price
forecast, don’t liquidate their gold holdings in 2026, effectively lifting the starting point
of our price forecast. We discuss the drivers of the rally, our new forecast, and what
factors may lead us to revise our bullish outlook in Q&A format.

Exhibit 1: We Raise Our Dec2026 Gold Price Forecast to $5,400/toz (vs. $4,900 Prior)
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The Gold Rally
Q1. What has driven the recent gold rally?

The acceleration in central bank purchases following the freezing of Russia’s central bank
reserves in February 2022 drove solid gold price increases in 2023 (+15%) and 2024
(+26%) (Exhibit 2). However, the rally accelerated in 2025 (+67%) and has continued
year-to-date with the gold price now at $4,787 because central banks started
competing in 2025 with private sector investors for limited bullion.”

Our central bank nowcast for November 2025 was 24 tonnes (with a 10 tonnes
contribution from China (Exhibit 6)) with the 12-month average now around 60 tonnes
per month, well above the pre-2022 monthly average of 17 tonnes.?

T The ~$200 rally since last weekend—likely linked to developments around Greenland and anticipation ahead
of the Davos meetings—may unwind once a resolution is reached.

2 Our conversations with reserve managers suggest that central bank purchases temporarily slow down when
price volatility is very elevated, and that several EM central banks continue to plan to raise their gold holdings.
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Exhibit 2: The Gold Rally Accelerated in 2025 Because Central Banks Started Competing for
Limited Bullion with Private Sector Investors via...
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Traditional ETF gold holdings picked up after the Fed started easing rates in late 2024.

Private Sector Diversification

Two developments suggests that the key upside risk to our gold price forecast we have
flagged—the broadening of diversification into gold from the official to the private
sector—has started to realize.

First, Western ETF holdings have increased by around 500 tonnes since the start of 2025,
and by more than a simple model based on fed rate cuts predicts. After undershooting
in 2024, actual Western ETF holdings (Exhibit 3, blue line) have now essentially caught up
with our estimate based on the funds rate (Exhibit 3, red line).
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Exhibit 3: ...Traditional ETF Purchases (Pulled in By Fed Cuts) ...
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Second, newer channels for hedging macro policy tail risks, often tied to the
“debasement theme”, have expanded.

Our client conversations and several data points suggest that these flows—ranging from
increased physical purchases (and thus physical gold storage, Exhibit 4, left panel) by
high net-worth families to a rise in investor call-option demand—have become a
significant incremental source of demand. While these macro policy hedges
conceptually fully fit in our gold price framework where three conviction buyer groups
set the gold price by allocating to gold on a macro- or risk hedging views (i.e. patient
long-run investors, speculators, and central banks), these newer instruments/flows are
hard to track. Hence, price residuals—the difference between the realized monthly price
change and the predicted change (based on measured ETF inflows, the change in
speculative net managed money, and our central bank nowcast)—have widened since

2025 (Exhibit 4).
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Exhibit 4: ... And Other Emerging Instruments to Hedge Global Macro Policy Risks — Not Measured In Our Gold Model —
Namely Physical Buying By High Net Worth Families and Investor Call Option Buying
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Our Assumption That Hedges of Global Macro Policy Risks Remain Stable in 2026
We assume that the hedges tied to global macro policy tail risks would remain in place
through 2026, implying no reversal of the residuals and effectively raising the starting
point for our price forecast.

This stands in contrast to the hedges related to the November 2024 US election process,
which pushed realized gold prices above our model-implied estimates based on
observed flows in October 2024 but unwound rapidly once the electoral outcome in
November provided a clean resolution, reversing the residual (Exhibit 5). By comparison,
the rise in the gold price beyond what tracked flows can explain during periods of
elevated perceived macro policy risk in 2025 has not reversed. The perception of these
macro policy risks appears stickier. We thus assume that hedges of global macro policy
risks remain stable as these perceived risks (e.g. fiscal sustainability) may not fully
resolve in 2026.
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Exhibit 5: Hedges Tied to the November 2024 Election Process Unwound Once the Election
Result Became Clear in Late 2024 — Visible in the Residual Reversal — While the Recent
Residuals Linked to Global Macro Policy Risk Hedges Have Proven Stickier
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Drivers of Our Forecast
Q2. What underpins your revised gold price forecast of $5,400/toz by Dec2026?

Our forecasted 17% price increase from the January month-to-date average of $4,6003
(or 13% from spot) by end-2026 reflects:

® Central bank buying to average 60/50 tonnes in 2026/2027 as EM central banks are
likely to continue the structural diversification of their reserves into gold
(contributing 14pp to the 17% price increase we expect by Dec26)

B Western ETF holdings to rise as the Fed cuts the funds rate by 50bp in 2026
(contributing 3pp by Dec26)

B We assume that hedges of global macro policy risks remain stable as these perceived
risks (e.g. fiscal sustainability) may not fully resolve in 2026, implying that the high
early 2026 gold price forecast is a sustainable starting point for our forecast.

® Consistent with recent market behavior, we apply the upper end of our rule of thumb
that 100 tonnes of net monthly demand from conviction holders corresponds to
1.5-2% price appreciation; given the acceleration from dealer delta-hedging of
existing call structures*, a 2% beta has empirically been more accurate than 1.7%
since 2025.

While our baseline assumes no reversal of existing macro-policy-risk hedges, it does not
incorporate additional private-sector diversification in response to lingering macro

3 The ~$200 rally since last weekend—Tlikely linked to developments around Greenland and anticipation ahead
of the Davos meetings—may unwind once a resolution is reached.

4 When investors buy call options, the contracts are written by dealers. Dealers who sell these calls may not
hold the underlying gold. As prices rise and the call option approaches levels where it could be exercised, dealers
increase their gold exposure. This results in dealers buying gold on the way up in order to offset the risk that the
client exercises the call, mechanically reinforcing upward price momentum and leading to a higher beta.
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policy uncertainty.

We therefore see the risks to our upgraded $5,400/toz forecast by Dec2026 forecast as
two-sided but still significantly skewed to the upside because private sector investors
may diversify further on lingering global policy uncertainty. That said, a sharp reduction
in perceived risks around the long-run path for global fiscal/monetary policy would pose
downside risk if it were to cause liquidation of macro policy hedges.

Markers to Watch
Q3. What would lead you to revise your structural bullish call on gold, and what
markers would signal a potential top?

In commodities, the usual maxim that “high prices cure high prices” does not apply to
gold.

Gold supply — comprising existing-stock sales and new mine output —is largely
price-inelastic. Mining output is limited, stable, and price inelastic and worth only about
1% of the global gold stock outstanding.

As aresult, gold rallies typically only reverse when gold demand starts falling, because 1)
geopolitical risks (which drive central bank diversification) ease, or 2) macro policy risks
(which drive diversification by private investors) ease, or 3) the Fed switches from cutting
rates (driving ETF inflows) to hiking rates.

On the central bank demand side, a sustained drop in our central bank nowcast toward
pre-2022 levels (=17 tonnes per month) or lower would be a key marker. Historically,
central bank gold demand moves in long cycles. Net buying has tended to accelerate
when the perceived monetary or geopolitical neutrality of reserve assets diminished, as
happened in the 1970s or in 2022 after the freezing of Russian reserves. But once
perceived hedging needs diminish, the urgency to accumulate gold tends to fall, as seen
in the 1990s/2000s era of increased openness to international trade, when central
banks were net sellers as the opportunity cost of holding gold outweighed its strategic
hedging benefits.

On the private sector demand side, Fed rate hikes (especially if inflation/economic
activity data don’t require very aggressive hikes) could reduce gold demand both via the
traditional opportunity cost channel, and by easing investor concerns about global
central bank independence.


https://publishing.gs.com/content/research/en/reports/2025/12/10/aef19b0d-3511-40d4-88b3-2efc0dce60c6.html

For the exclusive use of MAFALDA.LAGALA@COMMUNITY.IT

Goldman Sachs Precious Comment

Appendix

Exhibit 6: Despite Heightened Volatility and Prices in November, China Added 10 Tonnes
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exchange rates could have adverse effects on the value or price of, or income derived from, certain investments.

Certain transactions, including those involving futures, options, and other derivatives, give rise to substantial risk and are not suitable for all investors.
Investors should review current options and futures disclosure documents which are available from Goldman Sachs sales representatives or at
https://www.theocc.com/about/publications/character-risks.jsp and https://www.goldmansachs.com/disclosures/cftc_fcm_disclosures. Transaction
costs may be significant in option strategies calling for multiple purchase and sales of options such as spreads. Supporting documentation will be
supplied upon request.

Differing Levels of Service provided by Global Investment Research: The level and types of services provided to you by Goldman Sachs Global
Investment Research may vary as compared to that provided to internal and other external clients of GS, depending on various factors including your
individual preferences as to the frequency and manner of receiving communication, your risk profile and investment focus and perspective (e.g.,
marketwide, sector specific, long term, short term), the size and scope of your overall client relationship with GS, and legal and regulatory constraints.
As an example, certain clients may request to receive notifications when research on specific securities is published, and certain clients may request
that specific data underlying analysts’ fundamental analysis available on our internal client websites be delivered to them electronically through data
feeds or otherwise. No change to an analyst’s fundamental research views (e.g., ratings, price targets, or material changes to earnings estimates for
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equity securities), will be communicated to any client prior to inclusion of such information in a research report broadly disseminated through
electronic publication to our internal client websites or through other means, as necessary, to all clients who are entitled to receive such reports.

All research reports are disseminated and available to all clients simultaneously through electronic publication to our internal client websites. Not all
research content is redistributed to our clients or available to third-party aggregators, nor is Goldman Sachs responsible for the redistribution of our
research by third party aggregators. For research, models or other data related to one or more securities, markets or asset classes (including related
services) that may be available to you, please contact your GS representative or go to https://research.gs.com.

Disclosure information is also available at https://www.gs.com/research/hedge.html or from Research Compliance, 200 West Street, New York, NY
10282.

© 2026 Goldman Sachs.

You are permitted to store, display, analyze, modify, reformat, and print the information made available to you via this service only for your own use.
You may not resell or reverse engineer this information to calculate or develop any index for disclosure and/or marketing or create any other derivative
works or commercial product(s), data or offering(s) without the express written consent of Goldman Sachs. You are not permitted to publish, transmit,
or otherwise reproduce this information, in whole or in part, in any format to any third party without the express written consent of Goldman Sachs.
This foregoing restriction includes, without limitation, using, extracting, downloading or retrieving this information, in whole or in part, to train or
finetune a machine learning or artificial intelligence system, or to provide or reproduce this information, in whole or in part, as a prompt or input to any
such system.
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