]-IambroGoId should be trading above $2,500 BT ™%

By Hyle Caldwell

BlackRock’s Hambro,
manager of the 52.8bn Gold &
General fund, saxl gold should
be Lrading about 308 above
s cnrrent pecard high, tking
inflation nte accaunt.

Following widespread loss
af confidence among inves-
tors fretting abont the sEate o
the eurozone amd the health
al the US economy, gold
tested new highs last week,
soaring absove &1 800,

The price of Lhe precious
metal has rocketed 24% sines

ther start of the sear alone,

BlackRock’s Hambro: Gold should be trading

and over longer time periods
has vutstripped most obher
investments.

Despite the most recent

Jumips, a range ol commenth-

tors have tipped the precious
metal to climb further, with
JLP. Morgan backing it to hit
$2,500 by year emd

Hambro sald: “Gaold today
15 trading below ts Inflation-
adjusted price. If you go back
to 1880 and look al gold's pre-
vious peak [of 527E], om an
inflation-adjusted  basls, it
shaonld e over £2,500."

Grold specialists played down

the risk of a hubble Frming

in Lhe commaodity, arguing 1ts
status as o sale haven will not
L threatened by the Darther
price increases they expect.

Hamhre said: “The lech-
nical measures of risk are
measured in volatility, so
||I|1'i|,|||:.'|_'.' as the ]llll'r LOea
higher, which 1t has done
significantly, this increases
the vaolatility and the risk by
definition rises.

“If gold carrles on rising
Lhen of course it will pull back
ab sorme podnt and could easily
fall Wi or 209, bot it will not
remove the fact il is a store of

wealth and a safe haven,”

Francis Hudson, global the-
matic strategist at Standard
Life Investmentis, agreed
the rising gold price has
increased the risk of owning
Lhe -:v:::rl]l:lll-:“r_‘.' tinst =maddd ik i
still a safe haven.

“Ag the gold price rises it
does become more risky to
own due to the danger af a
bigiger Fall, but it will only lose
its safe havoen status if therme is
# massive discovery of gold, as
this would make it less valu-
abde to own,” said Hudson

The managing director of
investiment at the Workd Gold

Comnedl, Marcus Gruhh, said it Condieeed on page Huree

Clowtinued from poge one

*The seale of futures and other
derivalives aclivily relalive
tor the deep physical market
for gold, while a little elevated
in recepl weeks, certainly
coes nol constilule excessive
market participation,” he said,
Tan Williams, manager of
the WAY Charteris Gold fund,
alsn argued the recent highs
seen in gold are sustainable,
with itwvestors overlooking the

impact of Asian buyers.
Williams said Asian central
banks have been underweight
gole, but this is set to change
as they look to offtoad US trea-
sury bonds after S&P down-
graded the country's rating.
“All the Asian central banks
are quening ip Lo buy gold as
they no longer view US lrea
suries as i safe haven after the
downgrade,” said Williams,
“The Asian banks will let the
IS treasury bonds gracdaally

redeern over the next [ive yvears
and roll the motey into gold,
removing their underweight
positions.

There are =ipns of this
trendd taking place, with South
korea's central bank buying up
20 tonnes of the vellow metal
during June and July.

Meanwhile Investec's
Bradiey George, co-manager
of the Investec Global Gold
T, 15 loaking e profil fromn
bonsting exposure to gold

is not short-terin speculative
activity that has been deiving
up the metdleso here iz no
irnrnedinee risk of @ ahargp pull-
back in the price:

above $2,500

equities, whose share prices
are disconnected from soaring
price of gold.

“Global de-risking  has
cansed gold equities Lo under-
perform  even though the
underlying commoditics
have increased in value,” saicd
Crenpste.

However, he anticipates 20%
upside for the Narth American
majors, and cxpects interme-
diate and emerging gold pro
tdhcers to rise by 34%.



