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What this chart shows

The chart shows the 100-year history of the gold price adjusted for inflation. If the 
price of gold were to rise at the same rate as the US Consumer Price Index (CPI) 
over a specified period, then the line would be flat. When the line goes up it shows 
that the gold price in US dollars is increasing by more than the rate of US consumer 
prices, or that the gold price is constant whilst consumer prices are falling (deflation). 
If the line is falling it shows the opposite; that the gold price is falling faster than US 
consumer prices, or that the gold price is constant while consumer prices are rising. In 
the 20 years following the release of ‘Glittering Prize’ by Simple Minds in August 1982, 
the spot gold price barely changed, whilst US consumer prices more than doubled, 
leading the inflation adjusted gold price to more than halve. Today, it is showing us 
that the inflation adjusted gold price has risen to century highs when measured using 
annual or monthly data. The dotted red vertical line indicates 15 August 1971 when 
the US abandoned the ‘gold standard’, a monetary system whereby a fiat currency 
(a government issued currency like the US dollar or British pound) was linked and 
exchangeable into gold.

Why this is important

Gold is a non-yielding commodity which makes it difficult to value compared to other 
assets like bonds or equities. It often polarises opinion and at any time a case can be 
made for why one should own it, not least its status as the ultimate safe haven asset, 
which is perhaps one reason why it is up 30% year to date. Wars, elections and the 
lingering threat of resurgent inflation will have helped lift the ‘yellow metal’ higher this 
year. Over the longer term it is seen as a store of value. Its ‘real’ worth – its inflation 
adjusted purchasing power – should at a minimum be maintained through time.  In 
the last two decades its purchasing power has more than tripled. As it stands today, 
gold is either pricing in a lot of future inflation (over 10% per annum for the next 10 years 
to get back to its 100-year average), or it looks relatively expensive after being bid up 
by central banks looking to diversify their reserves. At these levels there are probably 
cheaper ways to protect against future inflation, but in an increasingly unstable world 
the insurance gold brings is unparalleled, and whilst there are more buyers than 
sellers, the price might yet find new highs before its real worth is rediscovered.

Glittering prize 
Alex Harvey, CFA, Senior Portfolio Manager & Investment Strategist 
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Sources: Bloomberg Finance L.P., Federal Reserve of Minneapolis.
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For more information, please contact your adviser or alternatively contact:

Belvest Investment Services Limited
研富投資服務有限公司
9th Floor, Centre Mark II
305-313 Queen’s Road Central
Sheung Wan, Hong Kong

Important notes

This communication is issued by Belvest 
Investment Services Limited and/or 
Belvest related companies (collectively, 
and individually Belvest) solely to its 
clients, qualified prospective clients or 
institutional and professional investors. 
Unless stated otherwise, any opinions or 
views expressed in this communication do 
not represent those of Belvest. Opinions or 
views of any Belvest company expressed 
in this communication may differ from 
those of other departments or companies 
within Belvest, including any opinions or 
views expressed in any research issued by 
Belvest. Belvest may deal as Distributor or 
Agent, or have interests, in any financial 
product referred to in this email. Belvest 
has policies designed to negate conflicts of 
interest. Unless otherwise stated, this e-mail 
is solely for information purposes.

This message may contain confidential 
information. Any use, dissemination, 
distribution or reproduction of this 
information outside the original recipients 
of this message is strictly prohibited. If 
you receive this message by mistake, 
please notify the sender by reply email 
immediately.

Unless specifically stated, neither the 
information nor any opinion contained 
herein constitutes as an advertisement, an 
invitation, a solicitation, a recommendation 
or advise to buy or sell any products, 
services, securities, futures, options, other 
financial instruments or provide any 
investment advice or service by Belvest.

No representation or warranty is given as 
to the accuracy, likelihood of achievement 
or reasonableness of any figures, forecasts, 
prospects or return (if any) contained in the 
message. Such figures, forecasts, prospects 
or returns are by their nature subject to 
significant uncertainties and contingencies. 
The assumptions and parameters used 
by Belvest are not the only ones that 
might reasonably have been selected 
and therefor Belvest does not guarantee 
the sequence, accuracy, completeness 
or timeliness of the information provided 
herein. None of Belvest, its group members 
or any of their employees or directors shall 
be held liable, in any way, for any claims, 
mistakes, errors or otherwise arising out 
of or in connection with the content of this 
e-mail.

This e-mail and any accompanying 
attachments are not encrypted and cannot 
be guaranteed to be secure, complete or 
error-free as electronic communications 
may be intercepted, corrupted, lost, 
destroyed, delayed or incomplete, and/
or may contain viruses. Belvest therefore 
does not accept any liability for any 
interception, corruption, loss, destruction, 
incompleteness, viruses, errors, omissions 
or delays in relation to this electronic 
communication. If verification is required 
please request a hard-copy version. 
Electronic communication carried within 
the Belvest system may be monitored.
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