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Gold, silver, platinum, palladium:
ideal conditions
Central banks have to keep interest
rates low in order to refinance their
countries’ sovereign bonds at a low cost,
without which their debts would
become unsustainable. Meanwhile,
these same central banks are stocking
up on gold: combined, they bought over
650 tonnes of gold in 2018, a 50-year
record. And it looks like a new record is
going to be set in 2019.
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Negative interest rates are
great news for precious metals.
The price of gold is at a 6-year
high. Palladium keeps setting
new records. And the party is
by no means over.
In the financial markets, gold and real
interest rates always move in opposite
directions. When interest rates fall, the
price of gold rises, and vice versa. So it
comes as no surprise that the price of
gold has benefited from the recent drop
in interest rates into negative territory
to surge past 1,500 dollars an ounce.
This makes sense: although gold does
not “deliver” anything as such (like a
coupon or dividend), it is still a more
lucrative investment than an asset
offering “less than nothing” (think
bonds with negative yields).
Moreover, the price of gold has the
potential to rise much further given the
current trade war between China and
the USA, which is likely to prompt
the Fed to lower its key interest rates
further over the coming months.
For this reason, we can expect real
interest rates to continue falling in all
advanced economies, and they are
not going to rise again any time soon.

Silver, platinum, palladium:
equally noteworthy metals
There are other assets in the precious
metals category that deserve to be
taken into consideration. Silver has
historically been correlated with gold,
but investors have turned their back
on it in recent years because of overproduction. This has now made room
for a catch-up effect: silver actually
outperformed gold last month, and it
has by no means exhausted its upside
potential.
Platinum, meanwhile, has had a rough
ride over the past few years. The metal
is used to manufacture catalytic converters for diesel engines and was hit by
the dieselgate scandal which led to drop
in demand. However, over-production
of platinum will diminish as there are
plans to close down a number of mines.
So the outlook seems bright, even

though platinum is unlikely to surge in
the markets any time soon.
Last of all, palladium has moved in the
opposite direction to platinum. The
metal is used to manufacture catalytic
converters for petrol engines and,
contrary to platinum, benefited from
dieselgate; it has soared by more than
100% in the past three years. Palladium
keeps reaching new highs and hit a
record high in July 2019 of 1,600 dollars
per ounce. Demand for the metal continues to increase whereas production
has stalled.
It is worth noting that palladium and
platinum prices remain closely linked to
the strength of the automotive sector.
But the current slump in car sales in
China has already been fully priced in by
the markets, so any downside on these
metals should narrow considerably.
In short, precious metals are enjoying
ideal conditions while also offering a
high degree of visibility for the years
ahead. Real interest rates will remain
especially low in Europe as the main
member states are preparing to loosen
their grip on budget spending, which
should generate a little more inflation in
the future. Barring a change in nominal
rates, real interest rates will plummet
even further into negative territory,
benefiting those investors exposed to
precious metals.

OFI PRECIOUS METALS
Diversified exposure to precious metals
The OFI Precious Metals(1) fund offers simple and transparent exposure to gold as well
as silver, palladium and platinum, yet without investing in mining stocks. It is the only
European fund to offer exposure to the performance of precious metals and also comply with the European UCITS V Directive. It enables subscribers to buy exposure to a
basket of real assets replicated synthetically on the basis of an index built by the fund
management team. The fund is hedged against currency risk and its liquidity is daily.
(1)

A “Fonds Commun de Placement” (FCP) governed by French law, certified by the French Financial Markets Authority
(AMF), and managed by OFI AM.
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