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Written in collaboration with SG’s commodity, financial and technical analysts, this 20-

page report identifies and examines major factors driving Gold prices, from the US dollar 

to inflation, not to mention real interest rates, volatility and investment flows as well as 

supply and demand. 

 Adding Gold led to significant decorrelation within portfolios when Gold prices rose in a 

straight line over 2001-2011 (read: risk reduction). Gold should continue to offer diversification, 

but risk is now on the downside. 

 However, outflows from Gold ETPs are accelerating, hedge funds are significantly reducing 

their long position and the spot price has dropped 15% from its peak. The Gold rush is over. 

 The consensus is still bullish, but the outlook for Gold is less shiny now. SG’s macro scenario 

calls for a stronger USD and higher real rates this year. This mix would be a sour cocktail for 

Gold at a time when inflation remains low. 

 Are Gold mining stocks any better than the metal itself? See page 13 for our views. 

 

 

 
           

Societe Generale (“SG”) does and seeks to do business with companies covered in its research reports.  As a result, investors should be 

aware that SG may have a conflict of interest that could affect the objectivity of this report.  Investors should consider this report as only 

a single factor in making their investment decision.  PLEASE SEE APPENDIX AT THE END OF THIS REPORT FOR THE ANALYST(S) 

CERTIFICATION(S), IMPORTANT DISCLOSURES AND DISCLAIMERS AND THE STATUS OF NON-US RESEARCH ANALYSTS. 
 

 

Stronger US dollar, a headwind for Gold  

  

 
US dollar index – FED nominal trade-weighted index versus major currencies (100 = March 1973).  

Source: Fed, Datastream, SG Cross Asset Research 

69

70

71

72

73

74

75

76

771500

1550

1600

1650

1700

1750

1800

1850

1900

09/11 11/11 01/12 03/12 05/12 07/12 09/12 11/12 01/13 03/13 05/13

USD Trade weighted index (rhs, inv)
Gold price

 

 

Global Asset Allocation 

  

 

Alain Bokobza 

(33) 1 42 13 84 38 
alain.bokobza@sgcib.com 

   

 

Roland Kaloyan 

(33) 1 58 98 04 88 
roland.kaloyan@sgcib.com 

   

 

Philippe Ferreira 

(33) 1 42 14 69 28 
philippe.ferreira@sgcib.com 

   

 

Arthur van Slooten 

(33) 1 42 13 45 06 
arthur.van-slooten@sgcib.com 

   

 

Praveen Singh 

(91) 80 2802 4232 

praveen.singh@sgcib.com 

 Commodities 

  

 

Michael Haigh  

(1) 212 278 6020 
michael.haigh@sgcib.com 

   

 

Robindranath Bhar 

(44) 20 7762 5384 
robindranath.bhar@sgcib.com 

 Coordinator Global Technicals 

  

 

Stéphanie Aymes  

(44) 20 7762 5898 
stephanie.aymes@sgcib.com 

 Equity Metals & Mining 

  

 

Bruce Alway 

(44) 20 7762 5085 
bruce.alway@sgcib.com 

   
  

 
 

 
 



 
 Multi Asset Snapshot 

 

 

28 February 2013 2 

 

 

Contents 

 

 

Gold and asset allocation      p3 

 

Gold as a (global) currency      p4 

 

US Dollar: more appreciation in sight     p6 

 

Yes, real rates also matter      p8 

 

How efficient is Gold as protection against inflation?   p9 

 

Is Gold really a hedge against market fears?    p10 

 

Supply and demand       p11 

 

Financial flows: from inflows to outflows    p12 

 

Global Gold mining stocks      p13 

 

What the charts say on Gold      p15 

 

Where does consensus stand?      p17 

 

Addendum        p18 

  



 
 Multi Asset Snapshot 

 

 

28 February 2013 3 

 

 

Gold and asset allocation 

The price of Gold price has increased 4.9-fold over the last 20 years, for an average annual 

rate of 8.3%. This is somewhat similar to the performance of US Equities over the same 

period (+8.9%/year). In contrast, US Bonds have delivered only 6.3% growth per annum, but 

with far less volatility at 8% compared to 17% for both US Equities and Gold since 1980.  

Asset performance over the last 20 years  Gold volatility regime close to Equity’s volatility regime 

     

 

 

 
Prices in total return and in USD dollars. 100 = 15/02/93.  

Source: SG Cross Asset Research 

 Two-year annualised volatility based on weekly prices in total return and in USD dollars. 

Source: SG Cross Asset Research 

Gold: a decorrelated asset, skewing the efficient frontier 

Despite the similarities with US Equities in terms of performance and volatility, Gold’s average 

correlation with US Equities and Bonds over the last 20 years is 0%. So the Gold asset class 

brings diversification to a portfolio. Below we highlight in the right chart how the efficient 

frontier of a portfolio composed of only US Equities and US Bonds would be skewed if the 

portfolio invested 10% of its holdings in Gold. 

Gold: correlation of 0% with Equities and 0% with Bonds…  … skews the efficient frontier 

     

 

 

 
Two-year correlation based on weekly prices in total return and in USD dollars.  

Source: SG Cross Asset Research 

 Source: SG Cross Asset Research 
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are more comparable to US 

Equity’s performance and volatility 

than to US Bonds’ performance 
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Gold as a (global) currency 

Gold prices have been highly sensitive to the US dollar over the last 18 months. Nevertheless, 

to capture the worldwide value of the US dollar, we need to measure it versus a basket of 

currencies (here we do so using a trade-weighted index). On the next page, we examine why 

the EUR/USD has not been a good Gold price indicator in the recent period. 

Gold prices have suffered from US dollar strengthening (correlation: 75%) 

  

 
US dollar index – FED nominal trade-weighted index versus major currencies (100 = March 1973).  

Source: Fed, Datastream, SG Cross Asset Research 

Due to the correlation highlighted above, Gold could be considered a natural hedge against 

further US dollar appreciation. However, bear in mind that Gold prices are far more volatile 

than any other major currency.  

Gold: the most volatile currency in the world 

  

 
Two-year weekly volatility in US dollar. Source: SG Cross Asset Research 
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The chart on the right shows the 

correlation between Gold prices 

and the USD trade-weighted index. 

The correlation is higher over 

longer horizons, with the Fed index 

versus the broader index rebased 

in 1997 (correlation since 

September 2011: 78%).  

Two-year Gold volatility (18%) is 

twice as high as EUR/USD volatility 

(9%) and GBP/USD volatility (7%). 
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Why did USD/EUR and Gold prices recently decorrelate? 

The USD/EUR rate has been correlated with the USD trade-weighted index, and hence with 

the price of Gold, in recent years. However, the euro strengthened in December and January 

versus the US dollar, whereas the latter also strengthened versus other major currencies like 

the Japanese Yen, the UK Sterling and the Canadian dollar. 

Since December, the US dollar has been strong in general…but not against the euro 

  

 
US dollar index – FED nominal trade-weighted index versus major currencies (100 = March 1973).  

Source: Fed, Datastream, SG Cross Asset Research 

Expansion of the ECB and the Fed’s balance sheets explains recent swings in the USD/EUR 

rate. Whereas the Fed is entering a third round of quantitative easing, buying $85bn / month of 

assets, the ECB balance sheet shrunk recently due to LTRO repayment. This explains the 

recent strengthening of the euro versus the US dollar. 

FX market is highly sensitive to central bank balance sheet expansion 

  

 
FED / ECB balance sheet ratio in local currency. Source: Datastream, Bloomberg, SG Cross Asset Research 
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US dollar: more appreciation in sight (1) 

For a long time Gold prices have been supported by higher inflation and USD debasement (i.e. 

an increase of the monetary base M0). Since the failure of Lehman Brothers in September 

2008, the Fed has increased its balance sheet, which has been a support for Gold prices. 

Gold price: sensitive to inflation and US debasement  Gold is supported by Fed’s QE1 and QE2 

     

 

 

 
US money base (M0) and US CPI (all items). Logarithmic scale, base 100 in 1967. Source: Federal 

Reserve Bank of St. Louis, SG Cross Asset Research 

 M0 in USDbn. Gold price in $/oz. US monetary base projections based on QE1 and QE2: treasury 

purchases pass-through to M0 is close to 100%; MBS purchases close to 50%. Fed to engage in 

$40bn + $45bn of Treasury purchases per month throughout 2013. Source: Federal Reserve Bank of 

St. Louis, Bloomberg, DataStream, SG Cross Asset Research 

Given improving newsflow in the housing market and the job market, debate concerning the 

pace of quantitative easing is emerging from within the Fed (see page 13 – Minutes of the 

FOMC). Even if it seems premature for the Fed to talk about exit strategies today, the topic will 

come up sooner rather than later. This would be a support for the US dollar and a headwind 

for Gold. 

Central bank balance sheet expansion since the beginning of the subprime crisis 

  

 
100 = August 2008. Central bank balance sheets in local currency. Source: Bloomberg, SG Cross Asset Research 
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Since the beginning of the financial 

crisis, the BoE and the Fed have 

been very aggressive. 

 

However, there is still room for 

further balance sheet expansion in 

the eurozone (in case of ESM / 

OMT activation) and in Japan 

(announced since the arrival of Mr 

Abe). 

http://www.federalreserve.gov/monetarypolicy/files/fomcminutes20130130.pdf
http://www.federalreserve.gov/monetarypolicy/files/fomcminutes20130130.pdf
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US dollar: more appreciation in sight (2) 

Not good news for Gold prices. SG’s FX strategists expect the US dollar to strengthen against 

most major currencies by year-end. This is in line with the recent positive trend in US macro 

data. For more details on our FX and rates forecasts, see addendum (pages 18-19). 

US dollar to strengthen against most currencies by year-end according to SG FX strategists 

  

 
Potential upside / downside according to SG FX forecast on currencies of major US trade partners versus US dollar. Data as of 27/02/12.  

Source: SG Cross Asset Research 

A stronger US dollar expectation is consistent with SG’s year-end rates forecast. Fixed 

Income strategists expect the 10-year bond yield to increase more in the US than in Japan, 

Switzerland and the UK, for example. Only German rates are expected to rise more than US 

rates, but this is partially due to some degree of rebalancing within the eurozone (in favour of 

peripherals bonds).  

US 10Y bond yield to increase by year-end 

  

 
Potential increase / decrease in the 10-year bond yield by year-end based on SG Fixed Income strategist expectations. Data as of 271/02/12. 

Source: SG Cross Asset Researc 
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The chart on the right shows major 

US trade partner currencies versus 

the US dollar.  

 

SG’s FX strategists expected the 

EUR and the YEN to weaken by 

8% versus the USD by December. 

SG’s fixed income strategists 

expect the US 10-year bond yield 

to reach 2.35% in December 2013. 

 

Want to leverage your FX portfolio 

to a rising US yield environment? 

Take a look at When Commos 

meet FX 

https://publication.sgresearch.com/en/3/0/2126/121133.html?sid=ccbd29b5b04bb0a0ac4b1473da556296
https://publication.sgresearch.com/en/3/0/2126/121133.html?sid=ccbd29b5b04bb0a0ac4b1473da556296
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Yes, real rates also matter 

The unusual looking chart below shows that Gold prices have historically dropped (the 

“empty” bubbles) when positive real rates AND the US dollar strengthen. Note that there are 

many “empty” bubbles in the top left area of the chart but that other areas are full of “blue” 

bubbles (i.e. rising Gold prices). So during periods of negative real rates OR US Dollar 

weakening, Gold prices have systematically increased. 

A Pollock? No, just a 3D chart linking Gold prices (see legend), US real rates and US dollar performance since 1973 

  

 
Chart based on monthly data since January 1973. US 10Y real bond yield: US 10Y Government bond yield – US yoy CPI rate. US dollar index 12 months change: FED nominal trade-weighted index 

versus broad basket of currencies (100 = January 1997). Source: Datastream, SG Cross Asset Research 

Since 1985, the US dollar (per the trade-weighted index) has been more highly correlated with 

gold prices than US 10-year real rates (compare 1987, 1998 and 2012). 

US real rates and Gold prices – 51% correlation  USD trade-weighted index and Gold prices – 67% correlation 

     

 

 

 
US 10Y real bond yield: US 10Y Government bond yield – US yoy CPI rate.  

Source: Datastream, SG Cross Asset Research 

 US dollar index yoy change: FED nominal trade-weighted index versus broad basket of currencies 

(100 = January 1997). Source: Datastream, SG Cross Asset Research 
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How efficient is Gold as protection against 

inflation? 

Gold is usually considered to be a good hedge against inflation (see long-term chart on page 

6). Below we highlight the relationship between Gold prices (size and color of bubble), the US 

inflation rate (vertical axis) and the USD trade-weighted index (horizontal axis).  

Since the end of the Gold standard, US inflation rates have exceeded 8% five different years 

(1974, 1975, 1979, 1980 and 1981). If the case of higher inflation BUT strong USD 

appreciation, Gold prices have dropped, as in 1975 and 1981 (look at the “empty” bubble). 

Gold, inflation and the US dollar 

  

 
Chart based on annual data since January 1973. US inflation rate based on consumer price index yoy change. US dollar index 12 months change: 

FED nominal trade-weighted index versus broad basket of currencies (100 = January 1997). Source: Datastream, SG Cross Asset Research 

 

Gold at an all-time high? Not in real terms! 

  

 
Gold price in real terms is at January 2013 price. Source: Datastream, SG Cross Asset Research 
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In the context of a weakening USD, 

Gold prices have systematically 

increased regardless of inflation 

rates. 

The January 1980 Gold price peak 

of $678/oz corresponds to 

$1983/oz in current US dollars. 

Gold is not at an all-time high in 

real terms. 
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Is Gold really a hedge against market fears? 

According to the popular Investopedia, “the VIX index is a widely used measure of market risk 

and is often referred to as the investor fear gauge.” Since the bankruptcy of Lehmann 

Brothers in 2008, the spectre of deflation has emerged (as evidenced by multiple comparisons 

between the current situation and the 1930s in the US or the 1990s in Japan). So it may come 

as no surprise to see a strong correlation between the VIX index and 5Y US breakeven 

inflation rates.  

Equity volatility and 5-year inflation expectation: 83% correlation since 2008 

  

 
VIX index US equity implied volatility. US breakeven inflation rates are calculated by subtracting the real yield of the inflation linked maturity curve 

from the yield of the closest nominal Treasury maturity. The result is the implied inflation rate for the term of the stated maturity. Source: Bloomberg, 

 SG Cross Asset Research 

As higher volatility has corresponded with lower inflation expectations since 2008, it would 

follow that Gold (the usual hedging asset against inflation) has not particularly benefited from 

market stress since 2008. 

Correlation between Gold prices and VIX index: 0% (monthly change since 1990) 

  

 
Based on monthly change since January 1990. VIX index US equity implied volatility. Size of the bubble is a function if the VIX index level. 

Source: Datastream, SG Cross Asset Research 
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Since 2008, any spike in the 

“investor fear” gauge corresponds 

to lower inflation expectations. 

 

Currently the VIX index is very low 

(at 14%) and the 5Y US breakeven 

inflation rate is high (2.34%). 

There has been no correlation 

between Gold prices and the VIX 

index since 1990. 

 

Gold is not a good hedge against 

equity market fears. 

http://www.investopedia.com/terms/v/vix.asp
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Supply and demand 

Demand for Gold from central banks has increased, whereas demand from jewelry has 

dropped over the last few years. This makes sense given the increase in the value of gold. For 

further comment on Gold demand, refer to our latest Precious Metals Drivers. 

Gold demand breakdown by type – Q4 2012  Gold demand breakdown by type – 5y average (2008-2012) 

     

 

 

 
Source: World Gold Council, SG Cross Asset Research  Source: World Gold Council, SG Cross Asset Research 

Note that more than half of global jewelry demand stems from India (29%) and China (28%). 

Chart on request: gaa@sgcib.com. 

Recycling more and more to meet demand 

  

 

Gold supply in tones. Source: DataStream, GFMS, SG Cross Asset Research 
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Gold mine production has 

increased by around 50% over the 

last 24 years, but this is not 

enough to meet gold demand. Old 

gold scrap now represents around 

36% of total supply! 

https://publication.sgresearch.com/en/1/0/3843/121267.html?sid=f160eca4b53108cae67c1c67983f4968
mailto:gaa@sgcib.com
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Financial flows: from inflows to outflows 

Net inflows / outflows into Exchange Traded Products (ETP) are very sensitive to Gold prices. 

When the Gold price rises, inflows into Gold ETPs accelerate. When the Gold price drops as it 

did recently, Gold ETPs suffer some outflows. Refer to data published in our monthly Mutual 

Fund Watch.  

Precious Metals ETPs – net inflows / outflows linked to Gold prices 
  

 
Net inflows into Commodity ETPs, monthly data. Source: EPFR Global, SG Cross Asset Research 

Hedge funds have started to reduce their net long position 

In our Hedge Fund Watch, every month we highlight hedge funds’ positions (either long or 

short). Even if hedge fund managers remain net long on Gold, they have significantly reduced 

their positions since last summer. 

Gold – Hedge fund net positions   Gold price & non-commercial positions 

on total open interest (O.I.)  

 Gold – Who is long, who is short? A 

disaggregated view 

        

 

 

 

 

 
Net positions. Contracts of 100 troy ounces.  

Source: CFTC, SG Cross Asset Research 

 Gold price ($):orange line, rhs  

Source: CFTC, SG Cross Asset Research 
 Long/Short: current net position (/1000 contracts)  

Source: CFTC, SG Cross Asset Research 
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Let’s get some perspective on ETP 

flows: net outflows in January 2013 

were $0.7bn; total cumulative 

inflows in ETPs since 2005 is 

€94bn.  

 

Chart with longer history available 

on request: gaa@sgcib.com. 

https://publication.sgresearch.com/en/3/0/2126/118353.html?sid=e6e700cad6f05e0d084534aa93a9b5e9
https://publication.sgresearch.com/en/3/0/2126/118353.html?sid=e6e700cad6f05e0d084534aa93a9b5e9
https://publication.sgresearch.com/en/3/0/2126/120679.html?sid=28a422fb3b8318b53ecf0e17983aabdc
mailto:gaa@sgcib.com
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Global Gold mining stocks 

Gold miners vs Gold price (100 = 01/01/73) 

  

 
Data 100 = 01/01/73. Global gold mining stock price in USD  

Source: Datastream, SG Cross Asset Research 

Over the last two years cash margins for a group of 14 gold producers (listed in the chart 

below) have flatlined at around 60%, compared to a >40% increase in the average gold price. 

Add in stay-in-business and growth capex, and the margin drops from 27% to 13%. This 

trend is also evident in the same group of miners’ FCF yields (left-hand chart).  

Bottom line, over the last few years mining companies have struggled to control operating and 

capital costs, with annual increases of around 15% to 20% becoming a new ‘industry 

standard’. Flagship projects meanwhile have suffered delays due to permitting problems and 

budget overruns. A collapse in free cash flow despite the bull run in metal prices has seen 

Equities sidelined and investors taking on exposure to precious metals through royalty 

companies and ETF products. 

Combined market value, FCF and dividend yield  Margins on three key cost measures 

     

 

 

 
Source: SG Cross Asset Research, stocks included in analysis above, Randgold, Petropavlovsk, African Barrick, IAMGOLD, AngloGold Ashanti, Centamin, Polymetal, Barrick, Newmont, Goldcorp, 

Eldorado, Kinross, Hochschild, Fresnillo  
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Global gold mining stock prices 

have been correlated with gold 

prices since 1973. However, they 

have severely lagged precious 

metal prices. 
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Is a turning point in sight for the industry?  

Mining projects have long lead times and many producers are locked into or just entering high 

capex programmes, so there is no quick fix. However, capital discipline has been elevated to 

the top of the agenda and hurdle rates for investment decisions are under more scrutiny. 

Another emerging theme is spinning out non-core assets, to limit cash burn and to refocus the 

business on a ‘returns-based’ culture, which could also be an important part of a potential re-

rating of the sector. The potential threat of a falling rather than rising gold prices adds extra 

urgency to these measures. 

Correlation analysis: Gold prices vs Gold mining stocks 

Below, we have done a sensitivity analysis comparing Global Gold mining companies with 

market capitalisations greater than $5bn with gold price movements over the last two years. 

Randgold Resource is the stock that is most correlated with Gold prices. 

Correlation between Gold prices & Gold mining stock prices  Randgold shares most highly correlated with Gold prices 

     

 

 

 
Two-year correlation based on daily data in local currency between gold prices and gold mining 

stocks (with market capitalisation > $5bn).  

Source: Datasteam, SG Cross Asset Research 

 Source: Datasteam, SG Cross Asset Research 

  

Company Country Market Cap 2 years

Name bn U$ Correlation

BARRICK GOLD Canada 32            44%

GOLDCORP Canada 27            41%

NEWMONT MINING US 21            41%

NEWCREST MINING Australia 17            28%

YAMANA GOLD Canada 11            42%

ANGLOGOLD ASHANTI South Africa 10            50%

KINROSS GOLD Canada 9              36%

RANDGOLD RESOURCES UK 8              63%

BUENAVC1 Peru 7              30%

ELDORADO GOLD Canada 7              42%

AGNICO-EAGLE MINES Canada 7              35%

POLYUS GOLD Russia 7              9%

GOLD FIELDS South Africa 7              48%

POLYMETAL INTERNATIONAL UK 6              42%
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What the charts say on Gold 

Gold spot: the long-term uptrend persists but is de-steepening. Only a definite break below 

1522/1500 would confirm a major change in the trend. 

 March monthly close will be decisive  

The rally has been parabolic since 2009, i.e. since the break above the multi-year channel at 

1045. Gold has never closed below the quarterly moving average since then. It is at 1675 and 

Gold is breaking it.  

The Stochastic indicator has settled in bullish territory, i.e. 70/75% (blue dashed line) for a 

long time now (since mid-2003). It has pulled back to the support zone, corresponding to the 

corrections of October 2006 and 2008 and April 2012 (see arrows).  

 

  

 
Source: SG Cross Asset Research 

  

For any questions regarding SG’s 

technical Gold analysis, please 

contact 

stephanie.aymes@sgcib.com 

mailto:stephanie.aymes@sgcib.com
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 Shallower correction but longer (offsetting) 

Last May, Gold broke below the very steep rising channel which was containing the rise since 

late 2008, but this signal was not followed by an overall collapse of the flat price. This break is 

more likely the result of the inertia in prices. Indeed, Gold has been moving within a lengthy 

sideways/flat consolidation channel between 1522/1500 and 1803/1827. However, a definite 

close below 1522/1500 would confirm a major bearish reversal pattern (Double Top) with a 

potential at 1265. 

 Since September 11 every up/down move lasted 4-5 months. Timing will therefore be 

key next month. 

 

  

 
Source: SG Cross Asset Research 
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Where does consensus stand? 

 

Updated SG Gold price forecasts will be published on 20 March 

2013 in the next issue of the Commodities Review. 

 

 

Gold forecast: forward prices vs Bloomberg consensus forecast ($/oz) 

 Spot Q1 13 Q2 13 Q3 13 Q4 13 2013 2014 2015 2016 

Forward price 1608 1639 1587 1620 1620 1625 1628 1644 1663 

Upside/downside vs spot  +2% -1% +1% +1% +1% +1% +2% +3% 

Consensus forecast 1608 1715 1788 1800 1810 1776 1755 1575 1603 

Upside/downside vs spot  +8% +14% +15% +16% +13% +13% +2% +2% 

Forward and spot prices: data as of 26/02/2013. Source: Bloomberg 

 

2013 Bloomberg consensus forecast evolution 

  

 
Monthly data since February 2008. Source: Bloomberg 

  

400

600

800

1000

1200

1400

1600

1800

2000

400

600

800

1000

1200

1400

1600

1800

2000

08 09 10 11 12 13

Gold price

2013 Bloomberg 
consensus forecast

According to SG’s Commodity 

Research, Gold’s cost of 

production is around $945/oz 

(more details in the Commodities 

Review). 

The 2013 consensus forecast has 

tracked spot prices.  

 

Between 2008 and 2012 the 

market expected the price of gold 

in 2013 to be lower than the spot 

price. Since 2012, the consensus 

has been more bullish. 

https://publication.sgresearch.com/en/3/0/2126/117776.html?sid=b5c214fac33bf6a0f6c018409874308b
https://publication.sgresearch.com/en/3/0/2126/117776.html?sid=b5c214fac33bf6a0f6c018409874308b
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Addendum (1): G10 FX forecasts  

  

 
Source: SG Cross Asset Research 

 

 

 

21-Feb-13 Mar- 13 Ju n - 13 S e p- 13 De c- 13

EUR/US D 1.32 1.35 1.30 1.25 1.20

US D/JP Y 93.3 95.0 97.0 98.0 100.0

G BP /US D 1.53 1.55 1.52 1.51 1.50

US D/CHF 0.93 0.92 0.96 1.01 1.06

US D/CAD 1.02 0.99 0.98 0.98 0.98

AUD/US D 1.02 1.02 1.01 1.00 0.98

NZD/US D 0.83 0.83 0.83 0.82 0.80

US D/NO K 5.67 5.48 5.65 5.84 6.08

US D/S EK 6.42 6.37 6.58 6.80 7.08

EUR/JP Y 123.2 128.3 126.1 122.5 120.0

EUR/G BP 0.87 0.87 0.86 0.83 0.80

EUR/CHF 1.23 1.24 1.25 1.26 1.27

EUR/CAD 1.35 1.34 1.27 1.23 1.18

EUR/AUD 1.29 1.32 1.29 1.25 1.22

EUR/NZD 1.58 1.63 1.57 1.52 1.50

EUR/NO K 7.48 7.40 7.35 7.30 7.30

EUR/S EK 8.48 8.60 8.55 8.50 8.50

DXY In de x 81.3 80.1 82.4 84.8 87.4

Ke y ce n t ral  ban k rate s

21-Feb-13 Mar- 13 Ju n - 13 S e p- 13 De c- 13

US A 0.25 0.13 0.13 0.13 0.13

Japan 0.10 0.10 0.10 0.10 0.10

Eu rozon e 0.75 0.75 0.75 0.75 0.75

Un i te d K in gdom 0.50 0.50 0.50 0.50 0.50

Au st ral ia 3.00 3.00 3.00 3.00 3.00

S wi tze r lan d 0.00 0.00 0.00 0.00 0.25

Norway 1.50 1.50 1.50 1.75 2.00

S we de n 1.00 1.00 1.00 1.00 1.50

10 ye ar bon d yie lds

21-Feb-13 Mar- 13 Ju n - 13 S e p- 13 De c- 13

US A 1.98 2.00 1.75 2.00 2.35

Japan 0.74 0.80 0.75 0.90 1.00

Eu rozon e 1.59 2.00 1.50 1.70 2.00

Un i te d K in gdom 2.11 2.20 1.70 1.80 2.00

Au st ral ia 3.54 3.00 3.00 3.25 3.25

S wi tze r lan d 0.75 1.05 0.70 0.80 1.00

Norway 2.51 2.50 2.00 2.20 2.50

S we de n 1.99 1.95 1.50 1.70 2.00
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Addendum (2): EM FX forecasts 
  

 
Source: SG Cross Asset Research 

Mar- 13 Ju n - 13 S e p- 13 De c- 13

EUR/PLN 4.00 3.95 3.90 3.90

EUR/HUF 300 295 290 290

EUR/CZK 25.60 25.80 26.00 26.10

EUR/RON 4.39 4.42 4.37 4.40

EUR/RSD 109.50 110.00 112.00 108.00

EUR/RUB 38.20 39.35 39.25 39.45

EUR/T RY 2.30 2.20 2.10 2.15

RUB/BASK 33.75 35.00 35.50 36.00

USD/RUB 30.10 31.45 32.45 33.15

USD/T RY 1.80 1.75 1.75 1.80

USD/ZAR 9.20 9.20 9.30 9.30

USD/ILS 3.72 3.70 3.65 3.65

USD/BRL 2.00 1.98 1.95 1.90

USD/M XN 12.45 12.30 12.40 12.40

USD/CLP 465 460 475 475

USD/COP 1775 1750 1750 1750

USD/PEN 2.520 2.485 2.455 2.420

USD/CN Y 6.22 6.18 6.21 6.19

USD/HKD 7.75 7.75 7.75 7.75

USD/IN R 51.50 50.00 52.00 52.00

USD/IDR 9400 9200 9600 9600

USD/M YR 3.04 3.00 3.00 3.00

USD/PHP 41.00 40.50 42.00 42.00

USD/SGD 1.21 1.19 1.21 1.22

USD/KRW 1070 1060 1050 1040

USD/T WD 29.10 28.80 29.50 30.00

USD/T HB 30.25 29.50 30.50 31.00

Key centra l bank rates

Mar 13 Ju n  13 S e p 13 De c 13

Poland 3.75 3.50 3.50 3.50

Hungary 5.00 4.50 4.50 4.50

Czech Rep. 0.05 0.05 0.05 0.05

Romania 5.25 5.25 5.00 5.00

Rus s ia 1-day repo rate 5.50 5.50 5.25 5.25

T urkey 5.25 5.25 5.25 5.25

South Africa 5.00 4.50 4.50 4.50

I s rael 1.50 1.50 1.50 1.50

Brazil 7.25 7.25 7.25 7.25

M ex ico 4.50 4.50 4.50 4.50

Chile 5.00 5.00 5.00 5.50

Colombia 4.00 4.00 4.00 4.00

Peru 4.25 4.25 4.25 4.25

China 3.00 3.00 3.00 3.00

South Korea 2.75 2.75 3.00 3.25
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APPENDIX 
 

COMPANIES MENTIONED 

AngloGold Ashanti (AU.N, Buy) 

Centamin Plc (CEY.L, Hold) 

Fresnillo (FRES.L, Sell) 

Goldcorp (G.TO, No Reco ) 

Hochschild Mining (HOCM.L, Sell) 

Iamgold Corp (IMG.TO, Hold) 

Petropavlovsk (POG.L, Buy) 

Polymetal International (POLYP.L, Hold) 

Randgold Resources (RRS.L, Buy) 

African Barrick Gold Plc (, No Reco ) 

Kinross Gold Corp (K.TO, No Reco ) 

Newmont Mining Corporation (NEM.N, No Reco ) 

 

 
ANALYST CERTIFICATION 

Each author of this research report listed on the cover hereby certifies that the views expressed in the research report accurately reflect his or 

her personal views, including views about subject securities or issuers mentioned in the report, if any. No part of his or her compensation was, 

is or will be related, directly or indirectly, to the specific recommendations or views expressed in this report.  

 

The analyst(s) who author research are employed by SG and its affiliates in locations, including but not limited to, Paris, London, New York, 

Hong Kong, Tokyo, Bangalore, Madrid, Milan, Warsaw and Moscow. 

 

 

 

 

SG EQUITY RESEARCH RATINGS on a 12 months period (in effect 

as of March 14, 2012) 

 

BUY: absolute total shareholder return forecast of 15% or more 

over a 12 month period. 

HOLD: absolute total shareholder return forecast between  0% 

and +15% over a 12 month period. 

SELL: absolute total shareholder return forecast below  0% over a 

12 month period. 

 

Total shareholder return means forecast share price appreciation 

plus all forecast cash dividend income, including income from 

special dividends, paid during the 12 month period.  Ratings are 

determined by the ranges described above at the time of the 

initiation of coverage or a change in rating  (subject to limited 

management discretion). At other times, ratings may fall outside of 

these ranges because of market price movements and/or other  

short term volatility or trading patterns. Such interim deviations 

from specified ranges will be permitted but will become subject to 

review by research management. 

 

Sector Weighting Definition on a 12 months period: 

The sector weightings are assigned by the SG Equity Research 

Strategist and are distinct and separate from SG research analyst 

ratings. They are based on the relevant MSCI. 

OVERWEIGHT: sector expected to outperform the relevant broad 

market benchmark over the next 12 months. 

NEUTRAL: sector expected to perform in-line with the relevant 

broad market benchmark over the next 12 months. 

UNDERWEIGHT: sector expected to underperform the relevant 

broad market benchmark over the next 12 months 

 

 Equity rating and dispersion relationship 

    

 
Source: SG Cross Asset Research 
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SG EQUITY RESEARCH RATINGS on a 12 months period (in effect 

through March 13, 2012) 

 

BUY: expected upside of 10% or more over a 12 month period. 

HOLD: expected return between -10% and +10% over a 12 month 

period. 

SELL: expected downside of -10% or worse over a 12 month 

period. 

 

Sector Weighting Definition on a 12 months period:  

The sector weightings are assigned by the SG Equity Research 

Strategist and are distinct and separate from SG research analyst 

ratings. They are based on the relevant MSCI. 

OVERWEIGHT: sector expected to outperform the relevant broad 

market benchmark over the next 12 months. 

NEUTRAL: sector expected to perform in-line with the relevant 

broad market benchmark over the next 12 months. 

UNDERWEIGHT: sector expected to underperform the relevant 

broad market benchmark over the next 12 months. 

Ratings and/or price targets are determined by the ranges 

described above at the time of the initiation of coverage or a 

change in rating or price target (subject to limited management 

discretion).  At other times, the price targets may fall outside of 

these ranges because of market price movements and/or other 

short term volatility or trading patterns. Such interim deviations 

from specified ranges will be permitted but will become subject to 

review by research management. 

   

 

 

All pricing information included in this report is as of market close, unless otherwise stated. 

 

MSCI DISCLAIMER: The MSCI sourced information is the exclusive property of Morgan Stanley Capital International Inc. (MSCI). Without 

prior written permission of MSCI, this information and any other MSCI intellectual property may not be reproduced, redisseminated or 

used to create any financial products, including any indices. This information is provided on an “as is” basis. The user assumes the entire 

risk of any use made of this information. MSCI, its affiliates and any third party involved in, or related to, computing or compiling the 

information hereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness for a particular 

purpose with respect to any of this information. Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any 

third party involved in, or related to, computing or compiling the information have any liability for any damages of any kind. MSCI, Morgan 

Stanley Capital International and the MSCI indexes are service marks of MSCI and its affiliates or such similar language as may be 

provided by or approved in advance by MSCI. 

 

 

IMPORTANT DISCLOSURES 

Iamgold Corp SG acted as co-lead Manager in Iamgold bond issue. 

Newmont Mining 

Corporation 

SG acting as co-manager in the Newmont Mining Corporation's senior High Grade bond issue. 

 

SG or its affiliates expect to receive or intend to seek compensation for investment banking services in the next 3 months from Iamgold Corp, 

Petropavlovsk. 

SG or its affiliates had an investment banking client relationship during the past 12 months with Iamgold Corp, Newmont Mining Corporation. 

SG or its affiliates have received compensation for investment banking services in the past 12 months from Iamgold Corp, Newmont Mining 

Corporation. 

SG or its affiliates managed or co-managed in the past 12 months a public offering of securities of Iamgold Corp, Newmont Mining 

Corporation. 

SG received compensation for products and services other than investment banking services in the past 12 months from African Barrick Gold 

Plc, Iamgold Corp, Kinross Gold Corp, Newmont Mining Corporation. 

SGAS had a non-investment banking non-securities services client relationship during the past 12 months with African Barrick Gold Plc, 

Kinross Gold Corp, Newmont Mining Corporation. 

SGAS had a non-investment banking securities-related services client relationship during the past 12 months with Iamgold Corp. 

SGAS received compensation for products and services other than investment banking services in the past 12 months from African Barrick 

Gold Plc, Iamgold Corp, Kinross Gold Corp, Newmont Mining Corporation. 
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FOR DISCLOSURES PERTAINING TO COMPENDIUM REPORTS OR RECOMMENDATIONS OR ESTIMATES MADE ON SECURITIES 

OTHER THAN THE PRIMARY SUBJECT OF THIS RESEARCH REPORT, PLEASE VISIT OUR GLOBAL RESEARCH DISCLOSURE 

WEBSITE AT http://www.sgresearch.com/compliance.rha  or call +1 (212).278.6000 in the U.S. 

 

 

The analyst(s) responsible for preparing this report receive compensation that is based on various factors including SG’s total revenues, a 

portion of which are generated by investment banking activities. 

 

Non-U.S. Analyst Disclosure:  The name(s) of any non-U.S. analysts who contributed to this report and their SG legal entity are listed below.  

U.S. analysts are employed by SG Americas Securities LLC.  The non-U.S. analysts are not registered/qualified with FINRA, may not be 

associated persons of SGAS and may not be subject to the FINRA restrictions on communications with a subject company, public 

appearances and trading securities held in the research analyst(s)’ account(s): Alain Bokobza Société Générale Paris, Roland Kaloyan Société 

Générale Paris, Philippe Ferreira Société Générale Paris, Arthur van Slooten Société Générale Paris, Praveen Singh Société Générale 

Bangalore, Bruce Alway Société Générale London 

 

 

IMPORTANT DISCLAIMER:  The information herein is not intended to be an offer to buy or sell, or a solicitation of an offer to buy or sell, any 

securities and has been obtained from, or is based upon, sources believed to be reliable but is not guaranteed as to accuracy or completeness.  

Material contained in this report satisfies the regulatory provisions concerning independent investment research as defined in MiFID. Information 

concerning conflicts of interest and SG’s management of such conflicts is contained in the SG’s Policies for Managing Conflicts of Interests in 

Connection with Investment Research which is available at https://www.sgresearch.com/Content/Compliance/Compliance.aspx SG does, from 

time to time, deal, trade in, profit from, hold, act as market-makers or advisers, brokers or bankers in relation to the securities, or derivatives 

thereof, of persons, firms or entities mentioned in this document and may be represented on the board of such persons, firms or entities.  SG 

does, from time to time,  act as a principal trader in  equities or debt securities that may be referred to in this report and may hold equity or 

debt securities positions.  Employees of SG, or individuals connected to them, may from time to time have a position in or hold any of the 

investments or related investments mentioned in this document.   SG is under no obligation to disclose or take account of this document when 

advising or dealing with or on behalf of customers.  The views of SG reflected in this document may change without notice.  In addition, SG 

may issue other reports that are inconsistent with, and reach different conclusions from, the information presented in this report and is under 

no obligation to ensure that such other reports are brought to the attention of any recipient of this report.    To the maximum extent possible at 

law, SG does not accept any liability whatsoever arising from the use of the material or information contained herein.  This research document 

is not intended for use by or targeted to retail customers.  Should a retail customer obtain a copy of this report he/she should not base his/her  

investment decisions solely on the basis of this document and must seek independent financial advice. 

 

The financial instrument discussed in this report may not be suitable for all investors and investors must make their own informed decisions 

and seek their own advice regarding the appropriateness of investing in financial instruments or implementing  strategies discussed herein.    

The value of securities and financial instruments is subject to currency exchange rate fluctuation that may have a positive or negative effect on 

the price of such securities or financial instruments, and investors in securities such as ADRs effectively assume this risk.  SG does not provide 

any tax advice.  Past performance is not necessarily a guide to future performance.   Estimates of future performance are based on 

assumptions that may not be realized.  Investments in general, and derivatives in particular, involve numerous risks, including, among others, 

market, counterparty default and liquidity risk.   Trading in options involves additional risks and is not suitable for all investors.  An option may 

become worthless by its expiration date, as it is a depreciating asset.  Option ownership could result in significant loss or gain, especially for 

options of unhedged positions. Prior to buying or selling an option, investors must review the "Characteristics and Risks of Standardized 

Options" at http://www.optionsclearing.com/publications/risks/riskchap.1.jsp.  

 

Notice to French Investors:  This publication is issued in France by or through Société Générale ("SG") which is authorised and supervised 

by the Autorité de Contrôle Prudentiel and regulated by the Autorite des Marches Financiers.  

Notice to U.K. Investors:  This publication is issued in the United Kingdom by or through Société Générale ("SG"), London Branch . Société 

Générale is a French credit institution (bank) authorised and supervised by the Autorité de Contrôle Prudentiel (the French Prudential Control 

Authority). Société Générale is subject to limited regulation by the Financial Services Authority (“FSA”) in the U.K. Details of the extent of SG's 

regulation by the FSA are available from SG on request. The information and any advice contained herein is directed only at, and made 

available only to, professional clients and eligible counterparties (as defined in the FSA rules) and should not be relied upon by any other 

person or party. 

Notice to Polish Investors: this document has been issued in Poland by Societe Generale S.A. Oddzial w Polsce (“the Branch”) with its 

registered office in Warsaw (Poland) at 111 Marszałkowska St. The Branch is supervised by the Polish Financial Supervision Authority and the 

French ”Autorité de Contrôle Prudentiel”. This report is addressed to financial institutions only, as defined in the Act on trading in financial 

instruments. The Branch certifies that this document has been elaborated with due dilligence and care. 

Notice to U.S. Investors:  For purposes of SEC Rule 15a-6, SG Americas Securities LLC (“SGAS”) takes responsibility for this research report. 

This report is intended for institutional investors only.  Any U.S. person wishing to discuss this report or effect transactions in any security 

discussed herein should do so with or through SGAS, a broker-dealer registered with the SEC and a member of FINRA, with its registered 

address at 1221 Avenue of the Americas, New York, NY 10020.  (212)-278-6000. 

Notice to Canadian Investors: This document is for information purposes only and is intended for use by Permitted Clients, as defined under 

National Instrument 31-103, Accredited Investors, as defined under National Instrument 45-106, Accredited Counterparties as defined under 

the Derivatives Act (Québec) and "Qualified Parties" as defined under the ASC, BCSC, SFSC and NBSC Orders   

Notice to Singapore Investors:  This document is provided in Singapore by or through Société Générale ("SG"), Singapore Branch and is 

provided only to accredited investors, expert investors and institutional investors, as defined in Section 4A of the Securities and Futures Act, 

Cap. 289.  Recipients of this document are to contact Société Générale, Singapore Branch in respect of any matters arising from, or in 

connection with, the document.  If you are an accredited investor or expert investor, please be informed that in SG's dealings with you, SG is  

relying on the following exemptions to the Financial Advisers Act, Cap. 110 (“FAA”): (1) the exemption in Regulation 33 of the Financial 

http://www.sgresearch.com/compliance.rha
https://www.sgresearch.com/Content/Compliance/Compliance.aspx
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Advisers Regulations (“FAR”), which exempts SG from complying with Section 25 of the FAA on disclosure of product information to clients; 

(2) the exemption set out in Regulation 34 of the FAR, which exempts SG from complying with Section 27 of the FAA on recommendations; 

and (3) the exemption set out in Regulation 35 of the FAR, which exempts SG from complying with Section 36 of the FAA on disclosure of 

certain interests in securities. 

Notice to Hong Kong Investors:  This report is distributed in Hong Kong by Société Générale, Hong Kong Branch which is licensed by the 

Securities and Futures Commission of Hong Kong under the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong) 

("SFO"). This document does not constitute a solicitation or an offer of securities or an invitation to the public within the meaning of the SFO.  

This report is to be circulated only to "professional investors" as defined in the SFO. 

Notice to Japanese Investors: This publication is distributed in Japan by Societe Generale Securities (North Pacific) Ltd., Tokyo Branch, 

which is regulated by the Financial Services Agency of Japan.  This document is intended only for the Specified Investors, as defined by the 

Financial Instruments and Exchange Law in Japan and only for those people to whom it is sent directly by Societe Generale Securities (North 

Pacific) Ltd., Tokyo Branch, and under no circumstances should it be forwarded to any third party. The products mentioned in this report may 

not be eligible for sale in Japan and they may not be suitable for all types of investors. 

Notice to Australian Investors:  This document is issued in Australia by Société Générale (ABN 71 092 516 286) ("SG").  SG is regulated by 

APRA and ASIC and holds an AFSL no. 236651 issued under the Corporations Act 2001 (Cth) ("Act"). The information contained in this 

document is only directed to recipients who are wholesale clients as defined under the Act. 

 

http://www.sgcib.com. Copyright: The Société Générale Group 2013.  All rights reserved. 

This publication may not be reproduced or redistributed in whole in part without the prior consent of SG or its affiliates. 

 

 

 

 

 

 


