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The Gold Rush

 

In recent months, gold has experienced remarkable momentum, solidifying its position as a

preferred safe haven asset.

Contrary to what the collective imagination suggests, the first large-scale gold rushes date back

to the late 17th century in Brazil, in the Minas Gerais region, at the heart of the Portuguese

colonial system. This exploitation developed in a context marked by mass slavery and intensive

resource extraction. It was only a century later that thousands of prospectors abandoned

everything to set out in search of California's veins. Two centuries later, picks and sieves have

become rare, but the allure of the ingot remains strong. Like the iconic gold seekers of 1849,

investors have rushed to the precious metal in recent months, seeking safety and stability for

their portfolios.

 

2024, a historic year

In 2024, the price of gold soared by nearly 27%, the largest increase since 2010, reaching a
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historic peak of $2,790 per ounce by the end of October. Several factors can explain this rise,

notably declining interest rates driven by the US Federal Reserve, which reduced its benchmark

rates three times last year, making gold – an inherently non-yielding asset – more competitive

against bonds. Similarly, the uncertainty fueled by conflicts in Ukraine and the Middle East

strengthened the appeal of the yellow metal and its famous status as a safe haven. Finally, the

appetite of central banks, which amassed a total of about 1,045 tons in 2024. They massively

strengthened their reserves for the third consecutive year, thus strongly supporting prices. Gold

is no longer just a simple monetary legacy. It has become a strategic asset, an insurance against

systemic crises, and a tool for stabilising portfolios.

While 2024 was a historic year, interest in the yellow metal was not limited to a few players. Still

concerning central banks, Poland, Turkey, India, and China were the most active. However,

these were not the only market players supporting demand, as evidenced by the record level of

assets under management recorded at the end of the year by exchange-traded funds that

replicate the evolution of gold prices. The year 2024 also concluded with a positive net inflow of

about $3.4 billion for these funds, proof of a significant interest from private investors. While

Asia was the most active region in this regard, European and American demand was also

notable, influenced by local circumstances (political instability in France and Germany,

presidential elections in the United States).

 

A momentum that continues into 2025?

The first four months of the current year confirm the upward trajectory of gold, as evidenced by

the multiple historic highs observed in recent weeks against the backdrop of the White House's

reassessment of alliances and the international free trade system in place since the end of

World War II. Central banks seem to continue their purchasing policy, as exemplified by the

People's Bank of China, which increased its gold reserves in January and February, likely to

diversify its reserve assets and reduce its exposure to the US dollar in an increasingly divisive

context with the United States. As for private investors, their interest accelerated dramatically

during the first quarter. The first two particularly chaotic weeks of April – marked by a

recalibration of the dollar and especially US Treasury bonds – likely did not dampen this appeal.

In a more uncertain world, gold shines again, no longer as a promise of wealth from the days of

California pioneers, but as a bulwark against volatility. However, caution is warranted regarding

the magnitude of the recent rally, which could temper demand prospects for the remainder of

the year. Similarly, the urgent need for liquidity from certain market players during times of

crisis can prove detrimental to prices, as seen in the correction observed on April 4 and 7 amid

the post "Liberation Day" turmoil.

As a long-term store of value and a diversification tool, gold has several arguments supporting

its strategic role in investment portfolios. In a context of increasingly significant sovereign debt
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and great geopolitical and economic uncertainty, it remains a preferred asset for investors.

Written by Romain Part
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Disclaimer All financial data and/or economic information released by this Publication (the “Publication”); (the “Data” or the “Financial data and/or economic

information”), are provided for information purposes only, without warranty of any kind, including without limitation the warranties of

merchantability, fitness for a particular purpose or warranties and non-infringement of any patent, intellectual property or proprietary rights of any

party, and are not intended for trading purposes. Banque Internationale à Luxembourg SA (the “Bank”) does not guarantee expressly or impliedly,

the sequence, accuracy, adequacy, legality, completeness, reliability, usefulness or timeless of any Data. All Financial data and/or economic

information provided may be delayed or may contain errors or be incomplete. This disclaimer applies to both isolated and aggregate uses of the

Data. All Data is provided on an “as is” basis. None of the Financial data and/or economic information contained on this Publication constitutes a

solicitation, offer, opinion, or recommendation, a guarantee of results, nor a solicitation by the Bank of an offer to buy or sell any security, products

and services mentioned into it or to make investments. Moreover, none of the Financial data and/or economic information contained on this

Publication provides legal, tax accounting, financial or investment advice or services regarding the profitability or suitability of any security or

investment. This Publication has not been prepared with the aim to take an investor’s particular investment objectives, financial position or needs

into account. It is up to the investor himself to consider whether the Data contained herein this Publication is appropriate to his needs, financial

position and objectives or to seek professional independent advice before making an investment decision based upon the Data. No investment

decision whatsoever may result from solely reading this document. In order to read and understand the Financial data and/or economic information

included in this document, you will need to have knowledge and experience of financial markets. If this is not the case, please contact your

relationship manager. This Publication is prepared by the Bank and is based on data available to the public and upon information from sources

believed to be reliable and accurate, taken from stock exchanges and third parties. The Bank, including its parent,- subsidiary or affiliate entities,

agents, directors, officers, employees, representatives or suppliers, shall not, directly or indirectly, be liable, in any way, for any: inaccuracies or

errors in or omissions from the Financial data and/or economic information, including but not limited to financial data regardless of the cause of

such or for any investment decision made, action taken, or action not taken of whatever nature in reliance upon any Data provided herein, nor for

any loss or damage, direct or indirect, special or consequential, arising from any use of this Publication or of its content. This Publication is only valid

at the moment of its editing, unless otherwise specified. All Financial data and/or economic information contained herein can also quickly become

out-of- date. All Data is subject to change without notice and may not be incorporated in any new version of this Publication. The Bank has no

obligation to update this Publication upon the availability of new data, the occurrence of new events and/or other evolutions. Before making an

investment decision, the investor must read carefully the terms and conditions of the documentation relating to the specific products or services.

Past performance is no guarantee of future performance. Products or services described in this Publication may not be available in all countries and

may be subject to restrictions in some persons or in some countries. No part of this Publication may be reproduced, distributed, modified, linked to

or used for any public or commercial purpose without the prior written consent of the Bank. In any case, all Financial data and/or economic

information provided on this Publication are not intended for use by, or distribution to, any person or entity in any jurisdiction or country where

such use or distribution would be contrary to law and/or regulation. If you have obtained this Publication from a source other than the Bank

website, be aware that electronic documentation can be altered subsequent to original distribution.

As economic conditions are subject to change, the information and opinions presented in this outlook are current only as of the date indicated in

the matrix or the publication date. This publication is based on data available to the public and upon information that is considered as reliable. Even

if particular attention has been paid to its content, no guarantee, warranty or representation is given to the accuracy or completeness thereof.

Banque Internationale à Luxembourg cannot be held liable or responsible with respect to the information expressed herein. This document has

been prepared only for information purposes and does not constitute an offer or invitation to make investments. It is up to investors themselves to

consider whether the information contained herein is appropriate to their needs and objectives or to seek advice before making an investment

decision based upon this information. Banque Internationale à Luxembourg accepts no liability whatsoever for any investment decisions of

whatever nature by the user of this publication, which are in any way based on this publication, nor for any loss or damage arising from any use of

this publication or its content. This publication, prepared by Banque Internationale à Luxembourg (BIL), may not be copied or duplicated in any form

whatsoever or redistributed without the prior written consent of BIL 69, route d’Esch ı L-2953 Luxembourg ı RCS Luxembourg B-6307 ı Tel. +352

4590 6699 ı www.bil.com.


