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Gold - diversification in an uncertain environment

Sebastian Petric, Senior FX Strategist

We have reviewed our gold target and reduced the
near-term gold price target to USD 3250, while we
keep our 12-month target at USD 3600. Gold still
stands out as a prime source of diversification in
today’s uncertain environment, offering resilience
amidst global tensions, potential inflationary pres-
sures, and persistent questions about US policy
credibility.

Although a somewhat stronger US dollar may curb the gold
price in the near term, the precious metal’s appeal is supported
by sustained central bank demand, jewellery and technology
use, and its enduring role as a hedge against systemic risks.
While the US dollar has some advantages over the euro, aided
by its yield benefits and Europe’s still subdued economic growth
relative to the US, the spotlight on US exceptionalism, intensified
by trade-policy uncertainties and possible challenges to Federal
Reserve independence, could ultimately enhance gold’s safe-
haven status.

Amid ongoing market uncertainties, gold remains
a key source of diversification

Although the US dollar continues to enjoy an absolute yield
advantage over the euro, buoyed by signs of disinflation in the
eurozone and still subdued European growth, a slightly strong-
er US dollar (6-month target of EUR/USD 1.10) can present a
near-term hurdle for the precious metal. Nonetheless, gold’s
safe-haven appeal, coupled with sustained demand from central
banks, technological applications, and jewellery, reinforces its
status as a robust asset in periods of geopolitical tension and
potential inflationary pressure. On balance, the current environ-
ment suggests that the greenback will retain a measure of
strength. Disinflation trends in the euro area increase the likeli-
hood of further interest rate cuts by the European Central Bank
(ECB), thereby widening the negative yield differential between
the eurozone and the US. We expect the ECB to cut interest
rates by a further 75 basis points this year, bringing the total cut
in 2025 to 150 basis points, before ending the year at 1.50%.
Meanwhile, we forecast that the Fed will cut interest rates by
50 basis points in 2025, concluding the year with a rate of
4.00%. The yield gap helps contain any strong rally in the euro,
whilst Europe’s weaker growth backdrop contrasts with the
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United States’ higher productivity and deeper capital markets,
lending the US dollar a structural edge. Consequently, we expect
EUR/USD to stabilise over the coming weeks, with only modest
US dollar appreciation in our baseline scenario.

However, the notion of US exceptionalism is facing
greater scrutiny

Despite the United States’ competitive advantages, particu-
larly in technological innovation and dynamic financial markets,
ongoing trade-policy uncertainties and elevated tariffs threaten
to dampen foreign investment inflows. The Federal Reserve's
credibility and the country’s geopolitical leadership remain cru-
cial to sustaining the dollar’s safe-haven status. Any perceived
loss of the Fed’s independence, abrupt policy shifts, or missteps
on the global stage could erode the US dollar’s longstanding
appeal.

This backdrop poses multiple risks that could undermine the US
dollar. Heightened political interference in the Federal Reserve,
for instance, would likely trigger market scepticism and prompt
dollar selling. Alternatively, deeper rate cuts during a pro-
nounced economic downturn could depress yields, diminishing
the currency’s draw. Moreover, if global trust in US trade policies
continues to wane, investors may seek alternative assets, includ-
ing the Swiss franc and especially gold, whose diversification
benefits become ever more prominent during periods of market
or policy uncertainty.



Conclusion

In this evolving landscape, gold stands out as a compelling
hedge and a potential beneficiary of any growing scepticism
towards the dollar. While near-term USD firmness may weigh
on gold prices, the metal’s intrinsic value as a store of wealth,
combined with diversified demand drivers, underlines its impor-
tance for strategic asset allocation. In summary, a limited appre-
ciation in the US dollar versus the euro remains the base case,
supported by its yield advantage. Yet any significant escalation
in trade tensions, deterioration in the Federal Reserve’s stand-
ing, or deeper crisis of confidence in US leadership could under-
mine US exceptionalism, pressure the dollar, and trigger
renewed inflows into gold.
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* Positive performance in the past is no guaran-
tee of positive performance in the future. The risk
of price and foreign currency losses and of fluctu-
ations in return as a result of unfavorable exchange
rate movements cannot be ruled out.

General risk information

This publication is an advertising material / mar-
keting communication. This publication is intended
only for your information purposes. It is not intend-
ed as an offer, solicitation of an offer, or public
advertisement or recommendation to buy or sell
any investment or other specific product. The pub-
lication addresses solely the recipient and may not
be multiplied or published to third parties in elec-
tronic or any other form. The content of this publi-
cation has been developed by the staff of the bank
and is based on sources of information we consid-
er to be reliable. However, we cannot provide any
confirmation or guarantee as to its correctness,
completeness and up-to-date nature. The circum-
stances and principles to which the information
contained in this publication relates may change at
any time. Once published information is therefore
not to be interpreted in a manner implying that

since its publication no changes have taken place
or that the information is still up to date. The infor-
mation in this publication does not constitute an
aid for decision-making in relation to financial, le-
gal, tax or other matters of consultation, nor should
any investment decisions or other decisions be
made solely on the basis of this information. Advice
from a qualified expert is recommended. Investors
should be aware of the fact that the value of invest-
ments can decrease as well as increase. Therefore,
a positive performance in the past is no reliable
indicator of a positive performance in the future.
The risk of exchange rate and foreign currency loss-
es due to an unfavorable exchange rate develop-
ment for the investor cannot be excluded. There is
a risk that investors will not receive back the full
amount they originally invested. Forecasts are not
a reliable indicator of future performance. In the
case of simulations the figures refer to simulated
past performance and that past performance is not
a reliable indicator of future performance.

This publication is not intended for persons sub-
ject to a legislation that prohibits its distribution or
makes its distribution contingent upon an approv-

al. Persons in whose possession this publication
comes, as well as potential investors, must inform
themselves in their home country, country of resi-
dence or country of domicile about the legal re-
quirements and any tax consequences, foreign
currency restrictions or controls and other aspects
relevant to the decision to tender, acquire, hold,
exchange, redeem or otherwise act in respect of
such investments, obtain appropriate advice and
comply with any restrictions. In line with internal
guidelines, persons responsible for compiling this
publication are free to buy, hold and sell the secu-
rities referred to in this publication. For any financial
instruments mentioned, we will be happy to pro-
vide you with additional documents at any time and
free of charge, such as a key information document
pursuant to Art. 58 et seq. of the Financial Services
Act, a prospectus pursuant to Art. 35 et seq. of the
Financial Services Act or an equivalent foreign
product information sheet, e.g. a basicinformation
sheet pursuant to Regulation EU 1286/2014 for
packaged investment products for retail investors
and insurance investment products (PRIIPS KID).

LGT Group Holding Ltd., Herrengasse 12, 9490
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Precautions for avoiding and dealing with
conflicts of interest

Employees of LGT Capital Partners Ltd.,
Pfaffikon, LGT Bank Ltd., Vaduz, LGT Bank (Swit-
zerland) Ltd., LGT Bank AG, Zweigniederlassung
Deutschland and LGT Bank AG, Zweigniederlas-
sung Osterreich, who are responsible for distribut-
ing financial analyses, are subject to the applicable
regulations as prescribed by law and supervisory
legislation. In particular, measures were taken to
avoid conflicts of interest (e.g. checking informa-
tion exchanged with other employees, independ-
ence of the remuneration of the employees con-
cerned, preventing the exertion of influence on
these employees, compliance with rules on employ-
ee transactions, etc.). Adherence to the requlations
and organizational instructions is monitored by a
Compliance Officer.

Essential sources of information

The analyses we forward are based on publicly
available information that we consider to be relia-
ble. For the compilation of the analysis, publica-
tions by domestic and foreign media and news
services (e.g. Reuters, Bloomberg, Vereinigte
Wirtschaftsdienste (VWD) etc.), business publica-
tions, trade publications, statistics and rating agen-
cies were used, together with information from the
issuers of the analyzed securities — mainly via the
Internet, but also in writing or by telephone. We
also procure information from investment banks
(sell-side research and primary research).

Reference regarding valuation rates

Unless otherwise stated or specified, the rates
used in the analysis are normally the share prices
provided by the news agencies Reuters and/or
Bloomberg at the close of the stock exchange of
the domestic market of the analyzed security or the
relevant principal market of this security on the
respective local stock exchange on the eve of the
day of compilation.

Explanation of investment recommenda-
tions for stocks

We obtain our investment recommendations for
stocks from an external provider of independent
research, CFRA. The analyses are prepared by
CFRA and are not the result of analysis by LGT Bank
(Switzerland) Ltd. LGT Bank (Switzerland) Ltd. is
licensed by CFRA to pass on the analyses to its
clients and accepts no liability for the content of the
analyses. The analyses produced by CFRA follow a
fundamental or a quantitative model. Recommen-
dations based on a fundamental analysis are pre-
pared by a CFRA analyst on the basis of CFRA's
STARS (Stock Appreciation Ranking System) ap-
proach. This approach assesses the investment
potential of a stock at the time the investment
recommendation is made. Quantitative-based rec-
ommendations are determined by measuring sev-
eral factors from large amounts of data from vari-
ous sources. This multi-factor approach considers
financial information, key performance indicators,
market data and assessments in order to determine
the financial health and management quality of a
company, the valuation, the market sentiment and
the price momentum. The securities are then com-
pared to their sector peers and rated, resulting in
the investment recommendation. The analyses are
provided to clients for information purposes and do
not take into account the investment objectives and
financial situation or other individual requirements
of the recipient. Potential investors should there-
fore always obtain individual advice from their re-
lationship manager based on their personal circum-
stances.

Explanation of investment recommenda-
tions for bonds

We use quantitative methods to create our in-
vestment universe. The methods applied include
the use of classification algorithms, such as a
bagged decision tree for evaluating the accuracy of
issuer ratings and hidden Markov chains for evalu-
ating the issuer's transition probabilities and prob-
abilities of default. The suitability of the issues for
admission to the universe is determined by combin-
ing the quantitative evaluation of the issuer with
the evaluation of the price/spread attractiveness of
the issues. The “on list” attribute is based on a
purely quantitative approach that factors in the
market price of the credit risk, the valuation of the
equities and associated instruments, the compa-
ny's gearing, the structure of the liabilities, the size
and the rating by the rating agency. You can find



more information on the quantitative selection
procedure inthe relevant document on our website:
www.lgt.com/fixed-income-methodology

This publication does not constitute an issue
prospectus, listing prospectus, or any other kind of
prospectus. Furthermore, this publication does not
constitute an offer to subscribe or any other trans-
action or obligation.

Criteriafor selecting the “top pick” bonds

The selection of the top picks is based on quan-
titative and qualitative methods that are described
in detail in the relevant document from page 15
onwards on our website http://www.lgt.com/
fixed-income-methodology. This publication does
not constitute an issue prospectus, listing prospec-
tus, or any other kind of prospectus.

Risk information for fund recommenda-
tions

No guarantee is provided that the publications
and information are up to date. Investment deci-
sions should therefore always be made on the basis
of the current prospectus and/or the complete doc-
umentation and publication of the third party/fund
issuer (in particular the key investor information/
PRIIPs KID (packaged retail and insurance-based
investment products key information documents))
and following consultation with an expert. This
fund recommendation does not meet all the statu-
tory requirements for guaranteeing the impartiality
of financial research. The Swiss Bankers Associa-
tion Directives on the Independence of Financial
Research do not apply to this recommendation. It
does not constitute financial analysis within the
meaning of the Liechtenstein Ordinance on the
Preparation of Financial Analysis according to the
Law against Market Abuse in the Trading of Finan-
cial Instruments. LGT Bank (Switzerland) Ltd. and/
or its affiliated companies are not subject to any
prohibition of trading prior to the publication of
financial research with regard to the recommended
funds. The research can form the basis for the in-
vestment decisions of LGT Bank (Switzerland) Ltd.
itself and/or those of its affiliated companies. It is
possible that LGT Bank (Switzerland) Ltd. and/or its
affiliated companies might receive retrocessions
from the issuers of the funds dealt with here.

All selected third-party funds are subjected to a
thorough quantitative and qualitative analysis pro-
cess prior to inclusion in the LGT FundGuide. Se-
lected third-party funds are also subject to a con-
tinuous monitoring process.

Country-specific information

LGT funds

The current complete prospectus, the key inves-
tor information/PRIIPs KID and the relevant annual
and half-year reports can be obtained from the
relevant fund managers or their local representa-
tives, from LGT banks or electronically at www.lafv.
.

Risk information for recommendations
concerning structured products

This recommendation was prepared by LGT
Bank (Switzerland) Ltd and not by an independent
financial analysis department. Therefore, this rec-
ommendation does not meet all the statutory re-
quirements for guaranteeing the impartiality of fi-
nancial research. The Swiss Bankers Association
Directives on the Independence of Financial Re-
search do not apply to this recommendation. In-
vestments in structured products entail a wide
range of risks. Investment decisions should there-
fore only be made on the basis of the valid prospec-
tus or complete documentation following consul-
tation with an expert. This is not a financial
analysis within the meaning of the Delegated
Regulation (EU) 2017/565 in conjunction with Mi-
FIDII.

Risk information in connection with for-
eign currencies

Information about foreign currencies were pro-
duced by LGT Bank (Switzerland) Ltd. and not by
an independent financial analysis department.
Therefore, forecasts, observations and price infor-
mation are subject to change at any time and there
is no guarantee that the information is complete.
Investment decisions should accordingly be made
in consideration of the investor's personal risk tol-
erance and within the overall context of the port-
folio. The Swiss Bankers Association Directives on
the Independence of Financial Research do not
apply to currency analysis. This is not a financial
analysis within the meaning of the Delegated Reg-
ulation (EU) 2017/565 in conjunction with MiFID II.

Risk information on LGT Sustainability
Rating

To determine the LGT Sustainability Rating, the
companies, countries and supranational organiza-
tions underlying the investment vehicles are as-
sessed according to criteria defined by LGT with
respect to the areas of environment (), social is-
sues (S) and corporate governance (G). Corporate
and country-specific sustainability data (raw data)
of external data providers feed into this rating. The
LGT Sustainability Rating is a result based on crite-

ria and calculation methods determined by LGT. It
does not claim to be exhaustive, accurate or up to
date. The LGT Sustainability Rating is not substan-
tiated by LGT. Any liability of LGT is excluded. The
LGT Sustainability Rating does not constitute ad-
vice, an offer, a solicitation or invitation to submit
an offer; it is neither a basis for a decision nor a
recommendation to buy or sell investment vehicles
or other specific products and does not constitute
advertising for products or services. Advice from a
qualified specialist before making an investment
decision is recommended. Investments may be sub-
ject to fluctuations. A high LGT Sustainability Rat-
ing and a high ESG score do not guarantee a good
or better performance of the investment vehicle or
other products, in particular in comparison with an
investment with a lower LGT Sustainability Rating.
The LGT Sustainability Rating must be strictly sep-
arated from other analyses and assessments. The
ESG criteria applied may differ from individual ide-
as of the client.

Risk information for US assets

This investment proposal might contain US as-
sets located in the USA (known as “US situs as-
sets”) which might trigger US estate tax conse-
quences. This means, for example, that the estate
of the decedent neither domiciled in the USA nor
with US citizenship might become liable for tax
payment to the US tax authority. Certain estate and
gift tax agreements with the USA (see homepage
of the US Internal Revenue Service, IRS), however,
provide for increased tax allowances or more ex-
tensive exemptions, some of which do not apply
automatically but require the filing of a tax return
or approval by the IRS. LGT recommends that cli-
ents consult a qualified tax advisor for further in-
formation on US estate tax and the associated re-
porting obligations and tax liabilities in the USA.
LGT does not automatically report tax liabilities to
the IRS, the US tax authority.
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