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Gold vs National Currencies
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Value relative to Gold

Gold = 100

* As of 31 December 2018. Based on the annual average price of a currency relative to the gold price.
** The ‘Mark’ was the currency of the late German Empire. It was originally known as the Goldmark and backed by gold until 1914. 

It was known as the Papermark thereafter.

Source: Bloomberg; Harold Marcuse – UC Santa Barbara; World Gold Council

Gold is often viewed as a safe haven for times of extreme market conditions or as a hedge in periods of high inflation. 
Portfolio allocation usually treats gold as an investment asset alongside equities, bonds and commodities but this, in 
our view, is not the best way to approach gold.

Gold does not generate an investment return, but it can be lent out or used as collateral for borrowing. Gold can thereby 
generate a yield in a similar way to national currency when deposited at a bank, lent out or used as collateral for 
borrowing. Gold is also highly liquid and preserves purchasing power over long time periods.

We believe that gold should be a long term component of the portfolio allocation to liquidity.

• Gold	preserves	purchasing	power	over	long	time	periods
The chart shows that all major currencies have depreciated against gold since 1900. One of the reasons for this is
that the global stock of gold has grown by less than 2% p.a in recent decades in contrast to the supply of national
currencies, particularly those subject to Quantitative Easing programmes. Gold therefore provides an excellent hedge
against long term inflation.

• Gold	is	highly	liquid
Global trading of gold through OTC spot and derivatives contracts is in the region of US$50-80 billion per day. In
addition, gold futures on exchanges such as COMEX trade US$35-50 billion per day (2018 data, source: World Gold
Council). This exceeds many other major financial assets such as the daily trading of UK Gilts, euro/yen or all stocks
in the Dow Jones.

• Gold	constitutes	a	large	asset	class
Whilst gold is relatively scarce, it is a sufficiently large asset class to make it attractive to a wide range of institutional
investors as well as central banks. Gold is not consumed in the same way as other commodities, therefore the above-
ground stock of gold significantly exceeds annual mine production. Physical gold holdings by investors and central
banks are estimated to be about US$3.2 trillion, with a total above-ground stock of gold estimated to be US$7.9 trillion
(2018 data, source: Refinitiv GFMS, Metals Focus and World Gold Council). This exceeds various financial assets
such as the total value of UK Gilts, all stocks in the FTSE100 or the DAX.
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Why ikyc?

Second Floor, Calista House, Lewis Street, St Helier, JE2 3PB

We specialize in real estate finance, FX and investment in physical precious metal. From our base in Jersey, we serve 
clients in the UK, Channel Islands, Scandinavia, Singapore and Gibraltar. Our clients include hotel owners, international 
trading companies and professional investors.

We believe that direct ownership of physical gold is usually cheaper and safer than the alternative methods such as ETFs, 
gold derivatives and allocated gold accounts. 

We can help you trade and store gold:

• based	on	our	long	term	experience	in	the	international	markets	for	trading	and	storing	precious	metal
• on	a	purely	advisory	basis	or	we	can	provide	expert	support	in	dealing	with	bullion	counterparties
• including	the	development	and	support	of	bespoke	arrangements	for	cost	effective	ownership	of	precious	metal

Case study on precious metal

A Jersey based trustee with some substantial cash holdings has been approached by several existing clients to create a 
cost effective but secure facility for holding gold.

Key challenges in devising a suitable solution:

1. the clients prefer to hold physical metal rather than a paper asset such as an ETF
2. ensuring adequate insurance and audit arrangements can be implemented cost effectively
3. total costs to be less than 0.25% pa which would be significantly cheaper than a typical metal backed ETF

The above solution can be made scalable by incorporating a Protected Cell Company with each client allocated to a 
separate cell. Trustee monitoring can be supported by appointing professional audit inspectors that visit each vault 
location periodically.

We can advise on the selection of international vault operators giving a choice of secure storage locations including the 
UK, Switzerland, Hong Kong and Singapore. Physical formats for gold can include large 400oz bars, kilo bars as well as 
coins. Arrangements can be made for clients to inspect the metal in person.
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Our solutions
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