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The market continues to change its mind about the 
direction of the economy, and it flows through into rates, 
USD strength and, mathematically, into the gold price.   
The Fed is meeting this week and the first GDP estimate 
for Q2 will be released and is expected to be 7-8%. The 
market awaits the Fed’s signal on tapering from the 
current $120 billion/month (1/3 mortgage-backed 
securities and 2/3 US Treasuries) but we do not foresee 
the tapering to start just yet, and likely not until the 
economy is on more solid footing.  Meanwhile, we should 
bring up the effects of Covid-19.   

Data from Israel and UK, two of the most vaccinated 
countries population-wise, are showing the need for a 
booster every 6 months. Israel was a few months ahead 
of the UK in vaccination take-up and now there is a 
notable statistical difference between the recency of last 
dose vs. efficacy against the new variants. Currently the 
effectiveness of the Pfizer-BioNTech vaccine is 41% 
effective against symptomatic infection in Israel vs. 88% 
in the UK. And data from Israel shows that it is only now 
16% against the Delta variant amongst those fully 
vaccinated in January vs. 79% amongst those fully 
vaccinated in April. Long and short, the vaccine appears 
to wear off quicker than expected, and the world may be 
taken aback somewhat as we slowly learn that a dose 
every 6 months will be necessary. This could spell some 
bad news for the global economy. Do not think for a 
second that the worst of Covid is behind us. We still 
remain at risk of a global economic slowdown. US 10-year 
bond yields are showing that signal loud and clear and 
real rates continue to head into deeper negative territory. 
This is good for gold. 

 

Looking at the longer-term picture, we do see inflation 
coming. When the smoke clears about how much inflation 
is transitory vs. not, we will still have higher. inflation than 
what we have seen in many years. Bond yields around the 
world have reached record lows in response to the debt 
purchasing in response to the lockdowns. Furthermore, 
we are seeing a concerted effort at a slow deglobalization 
and severing of supply chains from China. Ultimately, this 
will lead to higher inflation in the name of security.  

Lastly, the amount of debt out there is staggering.  Not 
only is corporate debt running at record levels, but US 
Federal debt has now reached $30 trillion. It’s hard to 
picture what the end game is here. Meanwhile, record US 
budget deficits aren’t going to help the situation. Biden’s 
plan of spending $6 trillion eclipses the $4.8 trillion from 
the previous administration.  It seems to just be going 
higher and higher. 

While gold continues to fluctuate around $1800/oz USD, 
we see these factors as supportive of having a healthy 
allocation to gold in portfolios. We’ve said before that 
timing the gold market is nearly impossible, even for 
seasoned experts. Occasionally, however, there are times 
you can identify conditions favourable to gold before the 
price has reacted appropriately. The waning vaccine 
efficacy amidst the spread of the delta variant is a 
concern, and yields are confirming that it’s not just us 
watching it. When there are dark clouds on the horizon, 
it’s probably best to make sure you carry your umbrella 
with you. 
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