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Modern financial market investors have 
considered the precious metal as a safe 
haven and a hedge against economic and 
policy challenges such as inflation, currency 
fluctuations, geopolitical risks and market 
volatility. 

In this report, we explore gold’s role as 
a hedge against market volatility and 
economic instability. We also synthesise 
insights from historical analyses and review 
gold’s performance across market cycles. 
Furthermore, we discuss the various methods 
to include gold in a portfolio.

Overview of gold
The World Gold Council (WGC) estimated 
that the stock of gold above ground was 
approximately 216,000 tonnes as of 2024.
Based on March-end 2025 gold prices, the 
stock’s value stood at USD 21.72trn, or 20% 

higher than just three months ago, illustrative 
of the sharp rise in gold prices recently.
 
From an end-user perspective, gold remains 
a cornerstone in making jewellery and 
ornaments and showcasing wealth, which 
continue to be key demand drivers for this 
asset class. Historically, gold has been viewed 
as a currency, largely due to its role as a store 
of value. Gold is also increasingly incorporated 
in electrical equipment for longevity and 
improved performance. Importantly, however, 
gold has found its way into investment 
portfolios given its perceived quality of being 
an inflation hedge over long periods and its 
low correlation with equity and bonds. 

Gold has been a lynchpin of the global financial landscape 
through the centuries, particularly during periods of 
heightened uncertainty and distress. 

Source: Standard Chartered

•	 Known for stability, reliability

•	 Seen as a safe haven during a crisis

•	 Acts as an inflation hedge

•	 Holds low correlation with stocks 
and bonds (long term)

Gold
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Why consider gold?

In this section, we examine how good gold is as an inflation 
hedge and a portfolio diversifier, and whether it deserves its 
safe haven status.

Inflation hedge
WGC data suggest that, over long periods (40+ years), gold can be a good inflation hedge. 
During inflationary periods, the purchasing power of fiat currency declines, but gold tends 
to hold, or grow, in value. Gold’s naturally limited supply is an additional support. The inverse 
relationship between gold and major fiat currencies has held since the 1970s.

One of the most inflationary periods in recent history was between 1973 and 1979, when average 
annual inflation in the US was around 8.2%. This was, of course, led by a jump in oil prices. During 
this period, gold gained almost 35% annually, an outcome supporting its status as a hedge 
against inflation.

Fig. 1

Major fiat currencies vs gold
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1971
Monetary Crisis US President 
Nixon suspends the convertibility 
of dollar into gold. This began 
the modern-day fiat currency 
system.

1973/1974
Oil Crisis Oil price increases 
213%. Price of gold rises 65%. 

1997
Congress passes Taxpayer 
Relief Act, allowing purchases 
of gold bullion and coins by 
US Individual Retirement 
Accounts. 

1999
15 central banks sign the 
CBGA, which limits their 
combined gold sales to 
400 tonnes per year. Euro 
introduced.  

1979-1981
Fed Chairman Paul Volcker raises 
the federal funds rate to control 
runaway inflation.

2011
Gold price hits its 
highest ever 
pre-COVID price 
point of USD 1,917.90 
an ounce.

2008
Global Financial 
Crisis Bursting of the 
US housing bubble, 
rush for dollar safety, 
bankruptcy of 
Lehman Brothers.

COVID-19 Gold 
breaks through 
USD 2,000.

2020

Source: Standard Chartered, Visual Capitalist (2021)
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Note that while gold’s performance was strong when inflation was high, some of this 
performance subsequently reversed once inflation was tamed via sharply higher interest rates as 
a result of tightening Fed policy. Once interest rates were raised sharply to bring inflation under 
control, gold failed as an effective hedge against inflation. For instance, between 1975 and 1985, 
a period of tightening US monetary policy stance, gold experienced five instances of negative 
annualised returns, with the largest such decline exceeding 30% in USD terms in 1981.

A more recent inflationary period was in 2021-22, when prices shot up as a result of COVID-led 
supply chain disruption, a jump in government spending and relatively low interest rates. US 
inflation hit a high of over 9% in June 2022. Gold hit a cyclical high of around USD 2,050 in March 
2022, supporting the view that it acts as a hedge against inflation. However, the reverse also held 
– gold subsequently fell over 20% and did not bottom until October 2022. This fall in gold prices 
coincided with the Fed’s aggressive interest rate hiking cycles. Higher bond yields (especially net 
of inflation) and a stronger USD are two factors that worked against gold – both in this instance 
and over longer periods of time. What this shows is that while gold remains an attractive hedge 
against rising inflation, tightening Fed policy aimed at taming inflation can hurt gold prices.

The aforesaid instances of gold’s rise and subsequent fall indicate that gold may not be the 
‘perfect’ safe haven at all times and that it too can succumb to the vagaries of economic and 
market cycles. However, over the past 50 years, the average annual rate of return from gold 
has been approximately 8%. Such a performance suggests that while gold can face temporary 
headwinds, it can potentially provide inflation-beating returns in the long term.

Portfolio diversification
Over the past 50+ years, gold has shared a low correlation with equities. Meanwhile, gold’s 
correlation with US government bonds is generally negative during periods of high inflation, as 
bond prices tend to fall but gold prices rise during such periods. During crises, however, markets 
instead view both gold and US government bonds as safe haven assets, resulting in a slightly 
positive correlation between them. Gold’s overall correlation with bonds in the long term, 
however, is low.

Fig. 2

Gold, bonds and equities
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Fig. 3

Portfolio performance with and without gold 
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Source: Standard Chartered, GoldSilver; RHS chart - Investing.com (data for 15 October 2022 to 15 October 2025) 

GoldSilver, a global bullion dealer, found that a traditional 60:40 portfolio of equity and bonds 
consistently underperformed portfolios that also had an allocation to gold over a 20-year period 
(1999-2019). This illustrates how gold can be an effective diversifier in an investment portfolio. 

Separately, a portfolio with the highest gold allocation (10%) was the only one that raised the 
value of model portfolios from USD 100,000 to USD 250,000 over 20 years. A closer look at 
equity bear markets reveals that the portfolios with gold exposure, especially those with the 
higher exposures, had smaller drawdowns. This experiment highlights that holding gold as part 
of a portfolio across a range of market environments can optimise returns and mitigate risk. To 
deepen insights, this study was extended to assess gold’s impact on pure equity portfolio returns 
(S&P 500). Over the three-year period ending 15 October 2025, even a modest 5% allocation to 
gold may have increased annual returns by over 1%. A 15% allocation could have added 3.4% to 
returns. These results underscore gold’s potential to elevate portfolio performance.
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Safe haven in uncertain times

About eight US recessions have been documented since 1973. In six of these, gold outperformed 
equities (S&P 500) by 37% on average. The exceptions were the 1981 and 1990 economic 
slowdowns. A deeper analysis of the 1981 crisis reveals that during this period, interest rates were 
aggressively hiked to combat the rising inflation. This made interest-bearing investments more 
attractive compared to gold. In contrast, the 1990 crisis occurred when most major central banks 
were net sellers of gold.

Stagflation is used to describe economic environments when growth stalls and the economy 
continues to suffer from high inflation. In the past, the US experienced stagflation in mid-to-late 
1970s as high oil prices fuelled inflation and stalled economic growth. Typically, during periods of 
slowing growth, monetary stimulus and fiscal intervention can bring down borrowing costs and 
help businesses resume economic activities, eventually translating to sustained growth and lower 
unemployment. However, during stagflation, policy stimulus is constrained because it can risk 
worsening inflation.
 
Given this can result in very weak investor sentiment and low real (net-of-inflation) interest rates, 
investors tend to seek the safety of gold. During stagflation, any asset tied to the fiat currency or 
stock market faces stress. Investors seek safety, which is when gold emerges as a winner.

Gold during 
recession

Gold during 
stagflation

Fig. 4

Gold during recession
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Fig. 5

Gold during stagflation 

Average real (inflation-adjusted) YoY total return since 1973, %

US equities US govt. bonds US T-bills Commodities Gold REITs

Goldilocks 16.1 4.3 0.8 0.4 -2.5 18.1

Disinflation 8.4 8.1 1.7 -5.6 1.3 3.5

Reflation 14.6 -2.0 0.0 21.0 -1.1 14.0

Stagflation -1.5 0.6 0.4 15.0 22.1 6.5

Source: Standard Chartered, Datastream Refinitiv and Schroders, Scottsdale Bullion & Coin. Data to 30 September 2021. 
Notes: Growth is proxied using US Conference Board Leading Economic Index and inflation is US core CPI. Goldilocks = 
accelerating growth and falling inflation; Disinflation = decelerating growth and inflation; Reflation = accelerating growth 
and inflation; Stagflation = decelerating growth and inflation above 10-year average.
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Gold during  
crises

Fig. 6

Gold during crisis

Crisis event S&P 500 Gold (USD) Commodities (USD)

Black Monday -31.6 9.1 0.0

LTCM Crisis -18.0 2.8 -2.8

Dot-com bubble -23.1 -6.7 15.1

September 11 Terrorist attacks -8.0 5.2 1.8

2002 recession -31.7 7.8 1.7

Global Financial Crisis -47.8 47.5 -36.1

Sovereign debt crisis v1 -11.1 6.4 -10.4

Sovereign debt crisis v2 -9.0 30.2 -2.1

2018 pullback -19.6 6.6 -10.1

COVID market crash -20.0 6.2 -23.5

Average return -22.0 11.5 -6.6

Source: Standard Chartered, First Links, Morningstar

Gold can insulate a portfolio against extreme drawdowns. As can be seen in Figure 6, it 
outperformed the S&P 500 and other commodities in most past crisis events. Moreover, gold’s 
low correlation with traditional assets such as stocks and bonds can be used to reduce overall 
portfolio volatility. This reduced dispersion has a stabilising effect during market drawdowns. 
Gold also does not carry credit risk, which makes it a confidence-inspiring portfolio constituent 
during periods of economic uncertainty when credit-related losses are higher than usual. In 
addition, gold is a highly liquid asset and does not have restrictions on withdrawals. These 
arguments help support gold’s safe haven status.
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Methods to invest in gold
Gold investment routes can be broadly segmented into physical and virtual 
approaches. 

Physical gold Virtual goldVS

•	 Gold bullion refers to gold bars that are traded 
on a commodity exchange. Typically, bars ranging 
from approximately 10 ounces to 400 ounces are 
traded. Fractional gold bars are not traded and, 
hence, the minimum capital required to invest 
in bullion is relatively high. Insurance and proper 
storage become essential costs when holding such 
physical assets. 

•	 Gold coins start at 1 ounce or lower; there are also 
a range of collectible gold coins such as Canadian 
Maple leaf coins (99.9% purity) and South African 
Krugerrands (the modern world’s first gold bullion 
coin). These coins do not always reflect prevalent 
gold prices and may be driven by very specific 
demand-supply dynamics. 

•	 WGC data indicate that gold jewellery accounts 
for almost 50% of the gold mined worldwide. 
The markup on jewellery is determined based 
on multiple factors such as labour cost, material 
cost, overheads, inflation and demand-supply 
dynamics. Jewelry Mavericks, a jewellery business 
consultant, estimates the average markup on 
jewellery to be around 50-100%. Furthermore, gold 
jewellery may not always use a similar level of 
purity as bullion or coins.

•	 Gold funds invest in gold assets that can 
include gold bullion, gold mining companies 
and gold ETFs. This approach is convenient, can 
be achieved with relatively small amounts of 
capital and aims to provide exposure to gold 
and its related diversification and inflation hedge 
characteristics. However, the performance may not 
always align with raw gold given costs associated 
with funds and the manner in which a particular 
fund chooses to take exposure. This approach 
offers better liquidity compared to physical gold. 

•	 Gold ETFs usually hold physical gold bullion as 
their underlying asset. ETFs tend to track physical 
gold’s price more intricately than funds both due 
to their lower costs and more focussed underlying 
holdings. They also offer better liquidity as they 
can be traded intra-day but therefore carry higher 
intra-day volatility risk. 

•	 Gold-related stocks are an indirect way to gain 
exposure to gold. Usually these are stocks of 
companies that are engaged in the exploration 
and production of gold. These stocks are 
influenced by not only gold prices, but also the 
operational performance and idiosyncratic 
risks of such companies, as well as broader 
equity market risks. Compared with other virtual 
investing options, this method may be subject to 
additional risks such as regulatory changes and 
environmental concerns. 

•	 Gold futures and options are financial derivatives 
that derive their value from raw gold. These tend 
to be high risk and are usually traded by investors 
with a deep understanding of derivatives markets. 
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Private access to gold market
If you want to buy, sell and securely store gold outside of public exchanges, 
keep transactions discreet and holdings confidential, private access to the 
gold market might just be for you. 

This approach is especially attractive to 
affluent investors seeking privacy, direct 
control and ownership of their gold assets. 
Furthermore, private gold markets provide 
global exposure through offshore vaulted 
gold, gold-backed tokens with worldwide 
trading access and allocations managed by 
international family offices. 

In addition to investing in bullions and coins 
through direct transactions with miners 
and dealers, there are other investment 
opportunities within the private gold markets 
that you can consider exploring.

Investing in vaulted gold involves purchase of 
large quantities of physical gold (weights over 
1 kg). Unsurprisingly, this means additional 
requirements such as secure storage, 
professional custodians, insurance, audits 
and vault services. However, these services 
also drive up costs, which is why this mode 
of investing tends to have high minimum 
investment thresholds, limiting access to 
affluent customers. 

Private gold funds are investment vehicles, 
similar to mutual funds, that pool capital from 
affluent investors to invest in gold assets. 
However, their structure, strategy and access 
differ from public gold ETFs or mutual funds. 
Private gold funds can be structured as:

•	 Hedge funds, which can use techniques 
such as short selling, leveraging or derivative 
trading (gold futures and options) to 
generate outsized returns. This flexible 
structure also offers tax benefits and the 
ability to create bespoke contracts tailored 
to the investor’s preferences.

•	 Alternative investment funds, which pool 
investor capital in gold or related assets 
and are managed by professional fund 
managers operating under comparatively 

lighter regulations. This allows for greater 
flexibility in investment strategy, asset 
selection and use of leverage. Importantly, 
offshore fund structures can further 
offer global exposure and potential tax 
efficiencies. 

•	 Private gold funds structured as family 
office vehicles are similar to trusts: they 
invest the wealth of a single family in gold 
assets. This structure offers improved privacy, 
tax efficiency, greater control and certain 
regulatory exemptions, making it particularly 
well-suited for affluent investors seeking 
long-term, customised exposure to gold. 

Gold mining ventures are high-risk, high-
reward investment options where investors 
provide capital to companies engaged in 
exploration, development or expansion of gold 
mines. In return, depending on the terms of 
the agreement, investors may receive equity 
(ownership stakes), convertible debt or royalty 
interests. These deals are typically structured 
as private placements, venture capital or 
private equity-style arrangements and may 
require substantial minimum investments. 
Where such investments become tricky is their 
high exposure to a broad range of operational, 
environmental, political and geographic risks, 
in addition, of course, to fluctuations in gold 
prices. 

As is increasingly clear, the private route to 
investing in gold is suitable for sophisticated 
investors seeking broad diversification and 
likely outsized returns but willing to take on 
significantly higher risk. Over time, there 
has been a clear shift among investors 
toward creating a positive impact while 
also generating financial returns. As a 
result, sustainable ways of investing in gold 
are increasingly becoming top of mind for 
investors.
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Sustainable gold investing
Sustainability in gold investing is rapidly gaining traction worldwide, driven 
by regulatory requirements, growing environmental concerns and increasing 
investor demand for ethical business practices. In 2024, sustainable practices 
in global gold production increased by 40% while there was a 30% reduction 
in carbon emissions, underscoring significant progress in environmental 
responsibility and supply chain transparency. 

Several key factors play a crucial role when evaluating the impact, credibility and long-term 
value of sustainable investing in gold. 

•	 Ethical sourcing of gold refers to mining, production and trading practices that respect human 
rights, protect the environment and ensure fair working conditions. Companies committed to 
transparency and ethical practices often carry certifications such as Fairtrade or Fairmined 
(safe conditions and fair pay). Similarly, LBMA Responsible Gold Guidance ensures that gold 
is mined in ways that uphold labour and environmental standards. Investors can check for 
trusted certifications to confirm that the gold is indeed being sourced responsibly.

•	 Investors who wish to consider sustainability in their gold investment strategy can prioritise 
companies that adhere to sustainable mining practices. Typically, these companies use cleaner 
technologies, adhere to ethical sourcing standards and maintain transparent ESG reporting. 
Investors can evaluate a company’s alignment with ESG standards. Reports and ratings from 
firms such as Sustainalytics or Moody’s show how the company handles operational practices 
such as water use, labour practices and carbon emissions. 

•	 Sustainable gold investing supports a more resilient portfolio as it helps in identifying 
companies committed to responsible practices and long-term risk management. VanEck, a 
global investment management firm, incorporates ESG considerations into its gold investment 
process. They found that gold mining companies with strong ESG standards tend to be more 
transparent, better managed and less prone to regulatory risks.

•	 Impact gold products such as gold funds/ETFs with ESG overlay and recycled gold (gold 
reused from old products such as electronics, watches and dental alloys) help in achieving 
financial returns alongside positive environmental or social outcomes. Investing in impact gold 
products support value-driven investing goals and are, therefore, appealing to investors who 
seek to profit with a purpose. 

Sustainability considerations can serve as a strategic edge to traditional gold investing by 
adding the humane aspect without compromising on the core benefits of financial returns, 
inflation hedging and diversification. A key reason for investing in gold is its ability to preserve 
and transfer wealth across generations. 
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Gold in legacy planning
Gold is a widely recognised asset in legacy planning owing to its stability, 
liquidity and enduring value. In many Asian cultures, it also holds deep 
emotional and cultural significance across generations. 

Gold needs special attention in estate planning to ensure seamless transfer, avoid legal 
complications and protect the interest of heirs, because:

•	 Unlike real estate or vehicles, gold may lack formal deeds or registries; clear instructions in an 
estate plan are essential to streamline inheritance

•	 Explicit instructions in an estate document can prevent family disputes and lengthy probate 
proceedings. This will also ensure that gold is handed down as per the owner’s wishes and not 
left to legal distribution

•	 Thorough planning helps in optimising inheritance tax, ensuring compliance with regional 
regulations and protecting the value of assets for heirs. 

With the importance of thorough legacy planning for gold underlined, we look at a few practical 
steps to streamline the process.
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Steps for gold legacy planning

Inventory and documentation 
Maintain a comprehensive inventory of 
your gold holdings to gain clear visibility 
into exactly what you own, ensure accurate 
records for insurance and valuation 
purposes, and facilitate a more  
organised transfer of assets to heirs. 

•	 For physical gold, record ownership 
details, purchase dates, quantities,  
purity, market value, condition and  
precise storage locations. 

•	 For digital gold, document account 
ownership, transaction records and access 
instructions. 

Include gold in estate documents
Include clear instructions in wills or 
trusts detailing how gold holdings 
(physical and digital) should be 
distributed among heirs, specifying 
beneficiaries, asset allocation 
and any preferred methods for 
transferring or distributing the gold. 
Clear documentation helps to ensure 
that the process is straightforward 
and minimises disputes. 

Engage an estate planning expert
Guidance from an estate planning 
attorney can help avoid conflicts, 
manage tax implications and align 
the gold assets with your overall 
legacy goals.

Inform and educate heirs 
Open communication is an 
important part of the legacy process. 
Informing and educating heirs can 
help in avoiding conflicts, delays 
or legal issues. It can also foster 
responsible stewardship, especially 
in case of generational gold. 

Update nominations on your 
digital gold holdings
This will ensure rightful transfer, 
avoid delays, protect asset value 
and reduce legal risks. 

Optimise taxes
Consider legal ways to optimise 
on estate taxes. For instance, gold 
gifting during the owner’s lifetime 
may be tax-exempt in some 
jurisdictions. Check for local laws to 
use them favourably. 

Review and reassess regularly
Review and adjust the legacy plan 
periodically to align with changing 
gold holdings, family circumstances 
and legal environment. 

Step

02

Step

04

Step

06

Step

01

Step

03

Step

05

Step

07

A well-planned gold legacy ensures that its long-term benefits such as portfolio resilience and inflation hedging,  
are preserved and transferred without any hassle.
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Conclusion 

Investments in gold can be an attractive way to strengthen 
an investment portfolio’s resilience and wealth preserving 
capabilities. 

The low correlation of gold with traditional assets like equities and bonds means that it works 
well as a portfolio diversifier in addition to being a safe haven asset during periods of high 
volatility or economic uncertainty. History shows that the yellow metal has the potential to 
create and preserve wealth over the long haul. 
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