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Abstract

This study examines how periods of global instability influence anomalous movements in gold prices,
particularly when gold appears to decouple from traditional economic indicators such as real yields,
interest rates, currency strength, and equity market performance. Conventional financial theory suggests
that gold, as a non-yielding asset, should weaken when real yields and interest rates rise. However, recent
gold price behavior indicates that this relationship may no longer fully explain investor and institutional
demand. The study places current gold price anomalies within a broader historical framework by
comparing them with earlier crisis periods, including the Great Depression, the 1970s inflation and oil
shocks, the 2008 global financial crisis, and the COVID-19 pandemic. Across these episodes, gold
repeatedly gained importance when trust in financial institutions, fiat currencies, or conventional assets
weakened. The paper also evaluates the growing role of central bank gold purchases, de-dollarization,
geopolitical risk, inflation expectations, and sanctions-related counterparty risk as structural drivers of
demand. The findings suggest that gold’s recent strength may not be merely a short-term reaction to fear,
but part of a wider reassessment of gold’s role as a strategic reserve asset and store of value in an
increasingly uncertain global financial system.

Keywords: Gold prices; safe-haven asset; real yields; inflation hedge; global instability; de-dollarization;
central bank reserves; geopolitical risk

Chapter 1: Introduction

1.1 Background of the Study

Gold has always occupied a strange place in finance. It pays no yield, no dividend, generates no cash flow
and yet people instinctively reach for it the moment the world feels unsafe. Through wars, currency
collapses, and political upheaval, it has repeatedly become the asset of last resort. Not because of what it
produces, but because of what it cannot be: printed, defaulted on, or frozen by a foreign government. That
trust tends to deepen exactly when confidence in paper money starts to crack, since a bar of gold carries
no promise from any institution that can later be broken. Central banks have understood this for a long
time too, holding gold as a buffer against the very monetary systems they themselves run. It's this dual
appeal to ordinary investors looking for shelter, and to governments looking for strategic security that
makes gold worth studying carefully right now, especially given how its price behavior has recently started
ignoring assumptions that used to explain it well.

1.2 Meaning of Gold Price Anomalies

A gold price anomaly is simply what happens when the metal stops following the economic logic that has
usually governed it. Conventional theory says gold and real yields move in opposite directions: a higher
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inflation-adjusted return on bonds should make a non-yielding asset like gold less attractive by
comparison, so rising real yields should, in theory, suppress demand for it. Recent behavior has flipped
that almost entirely. Gold kept climbing even as real yields rose to levels that should have pulled capital
away from it and toward interest-bearing alternatives instead. This isn't a small statistical quirk that can
be shrugged off as noise. It marks a real and sustained break from a relationship investors have leaned on
for decades to anticipate where gold is headed. Figuring out why this is happening, rather than dismissing
it as a temporary irregularity, is the real aim of this study — because it suggests the forces now driving
gold may be fundamentally different from the interest-rate logic of the past, and point instead toward fear,
institutional distrust, and structural change moving beneath the surface of everyday price charts. A model
that's worked for thirty years isn't automatically wrong because of one strange year, but a break this
consistent deserves a closer look rather than a shrug.

1.3 Current Global Instability and Gold Prices

The present global landscape carries several overlapping sources of strain at once: armed conflicts and
diplomatic ruptures between major powers, rising trade barriers between leading economies, and a steady
undercurrent of anxiety about inflation and sovereign debt that doesn't seem to be easing anytime soon.
Each of these pressures could weaken confidence on its own, but together they add up to something heavier
— a broader unease about whether paper currency can really be trusted as a long-term store of value.
Alongside this, a related shift has been building: countries pulling away from dependence on the US dollar,
recalibrating their reserves toward assets less exposed to political leverage and sanctions risk. Gold sits
right at the center of that shift, working simultaneously as a hedge for individual investors and as a strategic
reserve choice for governments looking to avoid relying on any single currency bloc. Its rising price, then,
isn't just a curiosity for commodity desks to track. It's a signal worth taking seriously: when trust in fiat
currency weakens on several fronts at once, gold tends to absorb that lost confidence, climbing in value
precisely because so many other assets, bonds, bank deposits, foreign reserves start to feel less dependable
to the people holding them.

1.4 Problem Statement

The frameworks normally used to explain gold prices, especially those built around real yields and
monetary tightening, no longer fully account for what's happening in the market. Gold kept rising even as
real yields climbed and central banks held a restrictive stance — conditions under which the textbook
models predict the opposite. That suggests investors are knowingly accepting lower theoretical returns in
exchange for the safety gold offers, something pure return-based models simply can't capture. This gap
between what theory expects and what's actually occurring raises a real analytical problem: without
looking at how gold behaved during earlier crises, it's hard to say whether today's pattern is temporary or
something more structural.

1.5 Purpose of the Study

This study tries to make sense of gold's unusual recent behavior by setting it against a wider historical and
structural backdrop. It asks why gold keeps climbing even when traditional indicators say it shouldn't, and
tests that question against earlier crisis periods where something similar may have played out. Inflation,
war, currency distrust, and the growing influence of central bank purchases are each traced on their own
first, then drawn together. In the end, the study is really trying to answer a more practical question
underneath the theoretical one: does gold's current strength reflect passing fear, or the start of something
more lasting?
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1.6 Research Question

How have periods of global instability driven anomalous changes in gold prices, and what can historical
examples tell us about gold's recent decoupling from traditional indicators like real yields, currency
strength, and equity performance? The question sits at the intersection of theory and history not just what's
happening to gold prices today, but why the tools that used to explain them reliably are now falling short.
By framing this around decoupling rather than simple price movement, the study commits to examining
gold's relationship with its traditional benchmarks, rather than treating the recent rally as some isolated
event cut off from the broader monetary and geopolitical record that has shaped gold's behavior across
earlier decades of crisis.

1.7 Research Objectives

This study works toward five connected objectives. First, it examines gold's traditional relationship with
real yields, to establish the baseline that recent price action seems to be violating. Second, it looks at how
broader instability — geopolitical conflict, trade fragmentation, currency distrust — feeds into gold
demand. Third, it studies historical crises where gold prices shifted sharply, treating them as comparative
case studies rather than one-off events. Fourth, it investigates the growing role of central bank buying and
the wider de-dollarization movement, asking whether these are structural forces or just part of a normal
cycle. Finally, it weighs whether the gold trends seen in recent years are a short-term reaction to fear, or a
more lasting repositioning of gold within the global financial system.

Chapter 2: Conceptual Understanding of Gold as an Asset

2.1 Gold as a Safe Haven Asset

A safe haven asset is one that holds its value, or even gains some, exactly when the rest of the financial
system is losing it — and gold has filled that role more consistently than almost anything else in history.
It's been trusted through wars, recessions, and full-blown financial crises not because it generates income,
but because it doesn't depend on any particular bank, government, or company surviving. A stock can
collapse if the company behind it fails. A bond can default if the issuer can't repay. Gold exists outside
any single institution's solvency, which is exactly why it tends to become more attractive the moment
institutions themselves come under pressure. Its physical nature only reinforces this: it can be held, stored,
and moved without relying on a digital ledger, a clearing house, or anyone's continued good faith. That's
not a theoretical nicety, it's a real practical advantage during instability, when the very systems investors
would normally lean on for safety are the ones generating the fear in the first place. As this paper shows
through episodes ranging from the Great Depression to the 2008 financial crisis, gold's safe haven status
isn't a fixed label so much as a role it keeps stepping back into, again and again, whenever trust in the
financial order starts to erode.

2.2 Gold as a Store of Value

Beyond acting as a crisis hedge, gold is also valued for something quieter: its ability to hold wealth across
long stretches of time, in a way currency simply can't. Paper money can be printed in unlimited quantities
by a central authority, and every new unit issued slightly dilutes the ones already in circulation. Gold can't
be created that way. Its supply only grows through slow, expensive mining, which imposes a kind of
natural discipline currency doesn't have. That scarcity is exactly what lets gold protect purchasing power
during inflationary stretches, when the real value of cash savings quietly erodes even though the number
on the statement stays the same. People buying gold in these periods usually aren't expecting it to generate
returns the way a stock or bond might. They're trying to freeze a slice of their wealth in a form that resists
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the slow leak inflation imposes on money. This becomes especially visible whenever people start to
suspect a currency's value is being managed unsustainably. Converting

Cash into something harder to debase is one of the oldest financial reflexes there is, and gold remains its
most natural outlet across generations of savers and institutions alike. People who lived through periods
of high inflation often carry this instinct forward without ever putting it into formal economic terms.

2.3 Gold and Investor Trust

Trust is really the invisible currency underneath every financial asset, and gold demand tends to rise
roughly in proportion to how much that trust is fraying elsewhere. When confidence in banks,
governments, or institutions starts slipping, even gradually, investors instinctively look for something that
doesn't depend on anyone else's promise being kept. Gold satisfies that need on two fronts: its physical
form means it can't simply vanish through a bank failure or a frozen account, and its scarcity means it can't
be manufactured on demand to paper over a liquidity crisis the way currency can. That combination of
tangibility and limited supply gives gold a kind of universal credibility that crosses borders and cultures
in a way few other assets manage — it's recognized and valued similarly whether it's sitting in a vault in
London or a household in rural Asia. This cross-cultural acceptance matters because once trust is damaged
in one part of the financial system, it tends to spread. Bonds start looking risky, banks start appearing
fragile, currencies start seeming politically exposed — and in each of those moments, gold quietly
becomes more important. Not because anything changed about gold itself, but because everything around
it got less certain.

2.4 Gold Compared With Stocks and Bonds

Gold sits in a genuinely different spot within a portfolio than stocks or bonds do, and understanding that
difference goes a long way toward explaining why investors turn to it at specific moments rather than
holding it constantly. A stock's value is tied directly to a company's earnings, management, and
competitive position — its price is really a judgment about that business's future. A bond's value hinges
on the issuer's ability and willingness to repay, plus the direction interest rates happen to be moving, which
means it carries credit risk and rate sensitivity gold simply doesn't have. Gold pays no dividend and no
coupon; it generates no income at all while you hold it, which is exactly why, under normal conditions, it
tends to get overlooked in favor of assets that compound wealth more actively. But that lack of yield
matters far less once safety becomes the priority instead of growth. When equity markets wobble and bond
issuers face doubts about repayment, an asset that doesn't depend on anyone's promises or performance
suddenly looks a lot more appealing — even though it produces nothing on its own, and never has, by
design, across its long history as a trusted financial instrument.

2.5 Gold and Physical Scarcity

Unlike paper currency, which a central bank can create at will with a single policy decision, gold's supply
is genuinely constrained by geology and effort. Pulling new gold out of the ground takes real capital,
specialized equipment, and years of exploration before a single ounce reaches the market — and even
then, the amounts involved are small next to the enormous stock of gold already mined and sitting above
ground from centuries past. This structural scarcity is part of why the metal's price tends to hold up over
the long run: supply just can't expand quickly enough to meet a sudden surge in demand. Econometric
research actually confirms that causality runs from gold prices to gold production costs, not the other way
around — mining firms don't have the market power to dictate prices, so their own operational costs rise
in response to demand-driven price spikes rather than the reverse (O'Connor et al., 2016). Annual mine
production only adds a modest amount to existing global stockpiles each year, while demand can shift far
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more quickly in response to fear, inflation expectations, or geopolitical shocks, which keeps upward
pressure on price whenever sentiment turns. That's a sharp contrast with fiat currency, where the printing
press can respond to a crisis within days. Gold's scarcity isn't a marketing narrative. It's a physical reality,
baked into how hard and expensive it is to bring new supply into existence.

Chapter 3: Traditional Economic Theories Explaining Gold Prices

3.1 Gold and Real Yields

Real yield is the return an investor earns once inflation is factored in, and for a long time it's been one of
the most reliable predictors of where gold is headed over the medium term. The relationship is normally
inverse: when real yields rise, bonds become more attractive relative to gold, since investors can now earn
a meaningful inflation-adjusted return without giving up income, which is something holding bullion
never offers. Higher real yields pull capital away from gold and toward fixed income; falling real yields
tend to push it back. That relationship held up reasonably well for decades — which is exactly why its
recent breakdown matters so much. According to Ativo Capital Management's analysis, the ten-year real
yield climbed to roughly 4.5 percent by mid-2025 (Ativo Capital Management, 2025), a level that should
have weighed heavily on gold under the old model. Instead, gold surged past historic highs during that
same stretch. This divergence challenges the basic assumption that gold and real yields have to move in
opposite directions, and it points instead to other forces — fear, geopolitical distrust, a search for safety
that doesn't care about return — overriding the interest-rate logic that used to govern gold so reliably.

3.2 Gold and Inflation

Investors and economists alike have long treated gold as an inflation hedge, and the reason is simple: it
can't be created at will the way paper currency can. When inflation eats into the purchasing power of
money, the real value of cash and fixed-income holdings falls even though the nominal number stays the
same, which pushes investors toward assets that aren't as exposed to that erosion. Gold's appeal here comes
down to its physical scarcity — it can't be printed to plug a shortfall, so its value doesn't dilute the way
currency does during inflationary stretches. What's interesting is that gold prices often start moving well
before official inflation figures even come out, since markets are forward-looking and tend to anticipate
price pressure from supply chain signals, energy costs, or geopolitical disruptions rather than waiting
around for confirmed data. That reflects a broader shift in how investors operate now, reacting to emerging
risk in real time rather than to lagging indicators. With inflation concerns sitting alongside debt and trade
pressures, gold's role as an inflation hedge still helps explain why demand for the metal keeps building
well ahead of any confirmed spike in official statistics. A retiree watching grocery prices climb month
over month doesn't need a government report to act on that worry.

3.3 Gold and Interest Rates

Gold pays no interest, dividend, or coupon — which means, under standard financial logic, it should
become less attractive whenever rates rise and savers can earn a real return elsewhere with comparatively
less risk. Higher rates raise the opportunity cost of holding gold, since money parked in bonds or interest-
bearing deposits generates a steady stream of income gold simply can't match. For most of gold's modern
trading history, this relationship has held up reasonably well, with rate hikes cooling demand and rate cuts
reviving it in a fairly predictable cycle. Recent price behavior, though, has tested that assumption directly.
Despite central banks holding what's been described as a peak hawkish monetary stance, with rates kept
restrictive specifically to suppress inflation, gold has kept delivering strong returns rather than the muted
performance theory would suggest. That points to fear of broader systemic instability outweighing, for a
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meaningful share of investors, the simple math of comparing gold's lack of yield against what bonds or
deposits pay — a dynamic that conventional interest-rate models still struggle to explain or price in with
any real confidence. It's a reminder that markets don't always behave like the textbook says, especially
once fear enters the picture.

3.4 Gold and the U.S. Dollar

Because gold is priced globally in U.S. dollars, its value has traditionally moved opposite to the dollar's
strength: a weaker dollar makes gold cheaper for holders of other currencies, which boosts demand and
pushes prices up, while a stronger dollar tends to suppress that same demand. This dollar-gold relationship
has long served as a secondary lens for analysts trying to interpret gold's movements, treating currency
strength as a meaningful variable alongside interest rates and inflation expectations. But recent tracking
of gold's performance on a currency-neutral basis complicates that simple story. Rather than rising only
against a weakening dollar, gold has hit simultaneous highs measured against a broad basket of global
currencies, which suggests its strength isn't just a reflection of dollar softness but something closer to a
universal phenomenon (Ativo Capital Management, 2025). Investors across very different economies and
currency zones appear to be independently arriving at the same conclusion, rather than simply reacting to
what's happening to the American currency. That implies gold's recent rise reflects a broader, more global
search for safety — one that goes well beyond the dollar-specific dynamics that have traditionally
anchored most explanations of how gold gets priced. It suggests the story is bigger than any one currency,
however dominant that currency might be.

3.5 Gold and Equity Markets

Gold has traditionally done its best work during stock market downturns, acting as a counterweight when
equity portfolios lose value fast and sentiment turns sharply defensive. Investors have long used that
inverse tendency deliberately, parking a portion of their holdings in gold specifically to cushion losses
elsewhere during periods of market stress or panic selling. It's been one of gold's most consistent, widely
recognized roles in a diversified strategy, especially during sharp, fear-driven corrections when other asset
classes fall together. What's changed more recently is the scope of that role. Rather than rising only during
crashes, statistical analysis using quantile regressions has shown gold generating strong returns during
both severe equity crashes and historic bull runs alike (A Study on Gold Price Trends and Analysis, 2024—
2025) — a pattern suggesting gold's function is evolving past pure crisis insurance. During calmer,
stronger periods for equities, gold seems to behave more like a liquid store for accumulated wealth,
absorbed by investors looking to diversify gains, before snapping back instantly to its classic safe-haven
role the moment instability returns. That dual capability marks a real shift in how gold's relationship with
equity markets ought to be understood going forward, and it's a shift portfolio managers are still catching
up to.

Chapter 4: Historical Example I: The Great Depression and the Gold Standard

4.1 Background of the Great Depression

The Great Depression began in 1929 with a stock market crash that didn't stay confined to Wall Street for
long it spread into nearly every corner of the global economy and into the daily lives of ordinary
households. What started as a financial market collapse soon became something much bigger: a wave of
bank failures swept across the United States and beyond, wiping out savings and severing the basic trust
people had placed in institutions they'd relied on for generations. Unemployment climbed to levels that
were previously unimaginable, leaving millions without income or any clear path back to stability, while
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international trade collapsed as countries retreated into protectionism to shield their own struggling
economies. The psychological side of this crisis matters just as much as the economic statistics, since the
widespread loss of trust in banks and paper assets reshaped how an entire generation thought about saving
and security. This period offers an unusually clear early illustration of how acute economic fear translates
directly into demand for assets perceived as safe — a pattern that recurs throughout later financial crises,
and one that remains directly relevant to understanding gold's anomalous price behavior decades later. The
institutions involved have changed almost beyond recognition, but the underlying human response to fear
has not.

4.2 The Gold Standard System

Around the time of the Great Depression, most major currencies were formally tied to a fixed quantity of
gold, a structure known as the gold standard. It was designed to create monetary stability by anchoring
paper currency to something tangible and scarce, in theory stopping governments from devaluing their
money arbitrarily or printing currency without limit. In principle, this meant a nation's currency could
always be exchanged for a known, stable quantity of gold, which reassured both citizens and foreign
trading partners. In practice, though, that same rigidity severely limited how flexibly governments could
respond to the crisis unfolding around them, since expanding the money supply to stimulate a struggling
economy was constrained by however much gold a country actually held. As the Depression deepened,
this constraint started to feel less like reassurance and more like a straitjacket, forcing policymakers to
choose between defending gold convertibility and taking the kind of decisive monetary action needed to
fight mass unemployment and deflation. Eventually, many countries concluded the costs of staying on the
gold standard outweighed the benefits, setting up a gradual but consequential departure from the system
— one that would reshape the relationship between gold and currency for decades to come.

4.3 Gold as a Symbol of Monetary Confidence

As banks failed and institutions buckled under the weight of the Depression, gold came to mean something
far more than just a commodity. It became a tangible symbol of security in a world where almost every
other financial promise seemed at risk of breaking without warning. People who'd lost faith in their local
banks — watching deposits vanish and doors shutter overnight increasingly placed their trust in gold
instead, precisely because it didn't depend on any single bank's solvency or any government's continued
stability to hold its value. Governments themselves reinforced this, treating gold as central to monetary
stability, often holding it as the backing for their currency systems and publicly leaning on its role in
maintaining national credibility abroad, almost as a form of reassurance aimed at their own citizens as
much as at foreign creditors. This pattern extends well beyond the 1930s: gold's importance as a symbol
of confidence rises specifically when confidence in money itself starts to fall. The Depression didn't invent
this quality of gold, but it showed, with unusual clarity, just how quickly and completely public trust can
shift toward a physical asset once paper money and banks start to look unreliable, often faster than officials
at the time were prepared to respond to.

4.4 Abandonment of the Gold Standard

As the Depression wore on, more and more countries made the difficult call to abandon the gold standard
altogether, recognizing that the rigid system was actively standing in the way of the monetary flexibility
needed to fight deflation and unemployment. Leaving it allowed governments to regain control of their
own monetary policy — expanding the money supply, adjusting interest rates, and pursuing stimulus
without being boxed in by fixed gold reserves sitting in national vaults. This severed the direct, mechanical
link that had defined monetary systems for decades, handing governments far more discretion over how
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their economies were managed. Gold didn't disappear from financial relevance after this, though. It
became more independent instead, existing alongside national currencies rather than serving as their rigid
foundation. That independence let gold keep functioning as a crisis asset on its own terms — valued for
its scarcity and the trust people placed in it, rather than for any formal role in a fixed monetary system and
it quietly set the stage for how gold would behave during the financial disruptions that followed, long after
the gold standard itself had become a historical footnote rather than active policy in any major economy.
4.5 Lessons From the Great Depression

The Great Depression offers a foundational lesson that still shapes how analysts interpret gold's behavior
nearly a century later: gold becomes more important precisely when trust in financial institutions and
government promises collapses at the same time. Financial panic, whatever its specific cause, tends to
push demand toward assets that don't depend on banks, governments, or corporations staying solvent and
gold has repeatedly proven itself the most accessible, most universally recognized option for that kind of
security. Monetary instability in particular seems to strengthen gold's role disproportionately, since periods
of currency uncertainty are exactly when paper promises feel least reliable and tangible assets feel most
reassuring by comparison. The parallels between the 1930s and today aren't perfect: financial systems,
regulation, and global interconnectedness have all changed dramatically since then but the underlying
psychological pattern is strikingly similar. Today's instability, marked by geopolitical tension, debt
concerns, and fading confidence in traditional reserve currencies, echoes the same trust-related dynamics
that made gold indispensable during the Depression, which is exactly why this historical episode still
matters for understanding gold's behavior now, nearly a hundred years and several entirely different
monetary systems later, with most of the original institutions long since replaced.

Chapter 5: Historical Example I1: The 1970s Inflation and Oil Crisis

5.1 Collapse of the Bretton Woods System

The Bretton Woods system, set up after the Second World War, linked the U.S. dollar directly to gold at
a fixed rate, with other major currencies pegged in turn to the dollar, a structured international monetary
order built around gold as its anchor. It worked reasonably well for about two decades, giving international
trade and currency exchange a sense of predictability. But by 1971, mounting fiscal and trade pressures
inside the United States made it harder and harder to maintain dollar convertibility into gold at the agreed
rate. President Nixon eventually ended that convertibility altogether, in what's now known as the Nixon
Shock. The decision severed the direct, formal link between money and gold that had underpinned the
global financial system since the war ended, and it changed how currencies were valued from that point
on. Without a fixed gold backing, the dollar and other major currencies started floating freely against one
another, driven by market forces rather than a predetermined exchange rate. Gold itself, no longer tied to
a fixed price, became an independent store of value in its own right free to respond to sentiment, inflation
expectations, and geopolitical developments rather than to a static conversion rate negotiated decades
earlier.

5.2 Oil Shocks and Rising Inflation

The 1970s were defined, in large part, by a series of severe oil shocks that sent energy prices soaring and
rattled consumer confidence everywhere, starting with the 1973 oil embargo and continuing through more
supply disruptions later in the decade. Because oil and energy costs feed into the price of nearly everything
else in an economy, transportation, manufacturing, home heating these shocks turned quickly into broad-
based inflation that ate away at household purchasing power at an alarming pace. As prices for everyday
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goods kept climbing month after month, confidence in paper currency weakened considerably, since
money sitting in a bank account was visibly losing value with each passing month. That erosion of trust,
combined with the sense that policymakers had limited tools to actually control the inflationary spiral,
pushed many investors toward gold as a refuge from a problem that felt structurally embedded rather than
temporary. Gold demand rose substantially during this period for a simple reason: it offered a kind of
protection currency, by its very nature, couldn't have a decade marked by runaway prices, energy
insecurity, and a growing sense that the old monetary order no longer worked as promised, no matter what
officials said publicly.

5.3 Stagflation and Gold Demand

Stagflation, the unusual and genuinely painful combination of high inflation alongside stagnant growth
became one of the defining economic conditions of the 1970s, and it threw a serious wrench into
policymaking built on conventional assumptions. Under normal circumstances, inflation and growth were
thought to move in opposite directions, which meant the policy tools designed to fight one problem often
made the other worse, leaving central banks with few effective levers to pull. This made both stocks and
currencies look risky at the same time: equities suffered as growth slowed and corporate profits weakened,
while currencies lost purchasing power as inflation kept accelerating in the background. Traditional
monetary and fiscal tools became markedly less effective here, since raising rates to control inflation risked
deepening the recession already underway. Gold became attractive precisely because it didn't depend on
economic growth to hold its value, and it didn't need a central bank to thread an almost impossible policy
needle. That made gold one of the few assets capable of performing reasonably well throughout the
stagflationary period, regardless of which side of the growth-inflation tradeoff happened to be getting
worse at any given moment, which is a flexibility very few other assets could claim during that stretch.
5.4 Geopolitical Tensions in the 1970s

Beyond the oil shocks and inflation, the 1970s also carried significant geopolitical tension, much of it tied
to energy politics and a shifting balance of power among major oil-producing nations across the Middle
East and beyond. The Arab oil embargo itself was as much a political statement as an economic one, a
clear demonstration of how energy supply could be wielded as geopolitical leverage in ways Western
economies hadn't fully anticipated. This political uncertainty piled on top of the economic pressures
already building from inflation and slow growth, leaving investors facing risk on several reinforcing fronts
at once rather than from one isolated source. That combination of economic and geopolitical risk arriving
together rather than separately proved especially powerful in driving gold demand higher, since investors
couldn't simply wait out one type of risk while the other resolved on its own. This pattern, where
overlapping crises amplify each other's effect on gold prices, foreshadows a lot of what shows up in more
recent periods of instability, where trade tensions, military conflict, and inflation concerns tend to arrive
together rather than as neatly separated, sequential events that policymakers could tackle one at a time.
5.5 Lessons From the 1970s

The 1970s offer a clear demonstration that gold performs especially well during inflationary crises,
particularly when that inflation comes paired with weak growth and policy uncertainty rather than sitting
inside an otherwise healthy, expanding economy. Energy shocks in particular proved capable of triggering
big jumps in gold demand, since rising fuel and commodity costs ripple outward into nearly every other
price in the economy, undermining confidence in money itself. Currency weakness was another consistent
thread throughout the decade, pushing investors toward gold as their domestic currency lost real value
month after month with no clear end in sight. The parallels between the 1970s and today are worth sitting
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with: current inflation concerns, combined with ongoing trade tensions and energy disruptions tied to
conflict in the Middle East, closely resemble the structural conditions that made gold so valuable five
decades earlier. This historical episode reinforces a central theme of this study that gold's appeal intensifies
most sharply not during isolated shocks, but during periods when several sources of economic and political
instability converge and reinforce one another, much as they appear to be doing again now, decades after
the original episode that first revealed the pattern.

Chapter 6: Historical Example I11: The 2008 Global Financial Crisis

6.1 Background of the 2008 Crisis

The 2008 global financial crisis started in the U.S. housing market, where years of loose lending standards
and an explosion of complex mortgage-backed securities had quietly built up risks that few investors,
regulators, or rating agencies really understood at the time. When housing prices began falling and
mortgage defaults rose sharply across the country, the damage didn't stay contained to the housing sector;
it spread rapidly through banks and institutions that had heavily invested in these mortgage-related assets
and the derivative products built on top of them. As major firms reported massive losses and several
collapsed or needed emergency government intervention to survive, investors lost trust in credit markets
almost overnight, unsure which institutions held toxic assets and which remained genuinely solvent. What
began as a domestic housing correction in the United States escalated within months into a genuinely
global financial shock, with credit markets freezing worldwide and economic activity contracting sharply
across both developed and emerging economies. This rapid jump from a sector-specific problem to a
systemic crisis offers a useful parallel to today, where localized stresses, whether geopolitical or financial,
can cascade into broader instability with surprisingly little warning to markets or to the policymakers
responsible for managing them.

6.2 Gold and Systemic Risk

Systemic risk is the danger that the failure of one major institution or market segment could trigger a
cascading collapse across the whole financial system — and that fear became very real during 2008, as
several major banks failed or needed unprecedented government rescue within a matter of weeks. Gold
became especially attractive in this stretch precisely because it sat entirely outside the banking system that
was visibly unraveling, carrying no counterparty risk and no dependence on any single institution staying
solvent. Investors increasingly turned to it as protection against this broader uncertainty, realizing that
even seemingly stable products and major institutions could fail with little warning once systemic stress
crossed a critical threshold. Gold's safe haven role only strengthened as the crisis deepened, reinforcing
its long-standing reputation as something that holds value when the architecture of modern finance looks
genuinely shaky. This episode made clear that gold's appeal isn't limited to currency- or inflation-specific
crises — it extends naturally to any scenario where the structural integrity of the financial system itself
comes into question, regardless of where the crisis actually started or which sector first showed signs of
trouble to outside observers. In that sense, 2008 was less a unique event than a reminder of something
gold has always been good at.

6.3 Gold Versus Financial Products

The 2008 crisis exposed just how fragile a lot of complex financial products really were, despite being
marketed as sophisticated and reliable. Many turned out to be poorly understood even by the institutions
that created, rated, and sold them. Collateralized debt obligations and other structured instruments failed
in ways that caught investors completely off guard, showing how opaque layers of financial engineering
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could hide substantial risk beneath an outward appearance of stability and careful management. In the
aftermath, investors became understandably wary of holding anything whose underlying mechanics they
couldn't fully evaluate or verify themselves, no matter how the product had been rated or vouched for
beforehand. Gold offered a stark contrast: simple, physical, and instantly familiar to almost everyone,
requiring no specialized expertise to grasp its basic value as a tangible store of wealth. That simplicity
made gold considerably more trustworthy than many of the instruments that had triggered the crisis,
reinforcing a simple idea: transparency and tangibility carry real value exactly when complexity has just
shown how much risk it can hide, and how few people, even supposed experts, actually understood what
they were holding at the time. Simplicity, it turned out, was a feature, not a limitation.

6.4 Gold Mining Stocks Versus Physical Gold

Casual investors often assume gold mining stocks move in close lockstep with the price of gold itself,
which makes sense given the obvious link between a mining company's profitability and the metal it
extracts. In reality, though, mining stocks are company shares. First they carry the same business,
operational, and market risks any other corporation does, including debt, management decisions, labor
disputes, and production costs. During periods of extreme systemic stress, that distinction matters a lot,
since quantitative analysis of market shocks has shown a real decoupling of gold mining companies from
the physical price of gold bullion during such crises (Baur & Trench, 2022). Physical gold, by contrast,
doesn't depend on company performance, executive decisions, or balance sheet health to hold its value,
which makes it far more insulated from the operational and equity risks that can sink even a well-run
mining company. During crises specifically, investors tend to prefer holding bullion directly over mining
equities, since the safety they're after from gold exposure can be undermined entirely if it's accessed
through a vehicle still exposed to corporate debt and equity market risk that has nothing to do with the
metal itself, or the fundamental physical scarcity underlying it.

6.5 Lessons From the 2008 Crisis

The 2008 financial crisis offers a clear, lasting demonstration that gold rises sharply whenever investors
start fearing a genuine, systemic collapse rather than just a contained downturn in one industry. Trust
proved central to gold demand throughout this period yet again, echoing a pattern already visible during
the Great Depression and the 1970s: when faith in banks, credit markets, and complex financial products
erodes quickly, gold tends to benefit just as quickly. Physical assets in general became more attractive
during the intense banking stress of 2008, as investors sought tangible alternatives to instruments they no
longer fully trusted after watching seemingly reputable institutions collapse in rapid succession. The
parallels to current conditions are striking, given today's lingering worries about elevated sovereign debt
and financial sanctions, and the structural risks they introduce into the global financial system. These
present-day concerns echo the same underlying anxieties that drove gold demand sharply higher in 2008,
which suggests the lessons of that crisis remain directly applicable to interpreting gold's behavior amid
today's distinct but conceptually similar pressures. The specific institutions and instruments at the center
of the story keep changing from one crisis to the next, but the underlying behavioral response, retreating
toward something tangible the moment trust in the system starts to crack, has stayed remarkably consistent.

Chapter 7: Historical Example IVV: COVID-19, Supply Chains, and Post-Pandemic Inflation

7.1 Economic Uncertainty During COVID-19

The COVID-19 pandemic hit nearly every part of economic life almost simultaneously, disrupting jobs,
businesses, and global trade on a scale few living economists had ever seen firsthand. Lockdowns forced
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entire industries to halt overnight, while millions of workers faced sudden unemployment or sharply
reduced income with little warning and even less certainty about when things might return to normal. In
some countries, entire sectors of hospitality, aviation, and live entertainment effectively ceased to exist
for extended periods, with no clear timeline for recovery. In response, governments around the world
rolled out enormous stimulus measures, pumping unprecedented amounts of liquidity into their economies
to try to prevent a deeper, more prolonged collapse in output and employment. While these interventions
helped stabilize markets in the short term, they also raised real questions among investors about long-term
stability, given the sheer scale of spending and borrowing happening across nearly every major economy
at once. No single government's pandemic policy operated in isolation, and the cumulative effect of
simultaneous fiscal expansion across dozens of countries was a global phenomenon unlike anything seen
in peacetime. This mix of immediate disruption and uncertain long-term consequences created fertile
ground for fear, and gold became increasingly attractive to investors looking for an asset that didn't depend
on any single government's pandemic response actually working.

7.2 Supply Chain Disruptions

Lockdowns put in place to slow COVID-19 hit production and transport networks hard across the globe,
halting factories, delaying shipments, and exposing just how interconnected and fragile global supply
chains had become after decades of efficiency-driven optimization. As goods got harder to produce and
move, shortages popped up across a wide range of industries, everything from semiconductors to basic
household staples pushing prices higher even as overall economic activity stayed depressed in many
sectors. These supply-side constraints fed meaningfully into the inflationary pressures that intensified in
the years after the initial shock, since reduced supply colliding with stimulus-fueled demand made for a
particularly potent combination. Gold demand rose directly in response to these inflation concerns, as
investors recognized that supply chain dysfunction wasn't just a temporary inconvenience but a structural
problem capable of generating sustained price pressure well beyond the initial disruption. This period
reinforced gold's role as a hedge against exactly this kind of inflation the kind that comes not from excess
demand alone, but from genuine supply-side breakdowns happening across multiple industries and
continents at once, with no single government or central bank able to fix the bottleneck on its own simply
by adjusting interest rates or printing more money.

7.3 Monetary Expansion and Inflation Fears

Governments around the world dramatically ramped up spending during the pandemic, funding relief
programs, business support measures, and direct payments to citizens through levels of borrowing rarely
seen outside wartime. Central banks complemented that fiscal push with substantial liquidity injections of
their own, lowering rates and buying assets at scale to keep credit flowing through a severely strained
financial system. While these measures were widely seen as necessary to prevent a deeper collapse, they
also raised legitimate concerns among investors about the long-term consequences of so much monetary
and fiscal expansion happening in such a compressed period. Many worried the sheer scale of money
creation would eventually translate into currency weakening and a real erosion of purchasing power, even
if those effects took time to fully show up across the broader economy and household budgets. History
offered little comfort on this point; large-scale monetary expansion has, more often than not, produced
inflationary consequences eventually, even when the initial stimulus appeared justified and well-managed.
Gold was increasingly used during this stretch as protection against exactly that kind of currency
debasement risk, a hedge against the possibility that today's necessary stimulus could become tomorrow's
inflationary burden and a problem that future policymakers would be left to manage.
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7.4 Post-Pandemic Inflation

In the years following the initial pandemic shock, inflation rose sharply across much of the global
economy, driven by a mix of lingering supply chain issues, elevated energy prices, and the delayed effects
of all that monetary expansion during the crisis. Energy prices in particular climbed substantially,
compounding existing supply constraints and pushing costs higher across nearly every sector that
depended on transportation, manufacturing inputs, or heating and cooling. Central banks, which had
initially characterized the inflation as transitory, were forced to revise that assessment as price pressures
proved more persistent and entrenched than early models had suggested. As inflation stuck around longer
than many policymakers had expected, investors increasingly went looking for effective hedges to protect
their purchasing power against this sustained erosion in the value of money. Gold became relevant again
here, reasserting its traditional role right as inflation shifted from a temporary pandemic-era anomaly into
a more persistent, structurally embedded feature of the post-pandemic landscape. This resurgence is a
good reminder of how closely gold's appeal tracks not just acute crisis moments, but the slower-moving
inflationary aftermath that tends to follow large-scale fiscal and monetary interventions like the ones
deployed during COVID-19.

7.5 Lessons From the COVID-19 Period

The COVID-19 period shows that gold reacts not only to present, visible risks, but also to risks investors
anticipate further down the road even before those risks fully show up in official economic data. Investors
consistently bought gold when uncertainty was expected to continue, rather than waiting passively for
confirmation that conditions had genuinely worsened, echoing the same forward-looking, anticipatory
behavior seen repeatedly elsewhere in this study. Inflation expectations in particular proved capable of
driving gold prices well before actual inflation figures caught up with what markets had already started
pricing in. This suggests that gold functions as a real-time barometer of perceived monetary risk, not just
a lagging reaction to confirmed price increases. The pandemic's combination of economic disruption,
aggressive monetary expansion, and prolonged uncertainty connects directly to current gold trends, where
similar dynamics around debt, geopolitical risk, and inflation continue to shape investor behavior in
recognizable ways. This episode reinforces a recurring theme throughout this paper: gold's strength is
rarely about one isolated cause, but about the slow buildup of overlapping uncertainties that chip away at
confidence in conventional financial assets, often well before headlines catch up to what's actually
happening.

Chapter 8: Recent Gold Price Anomalies and Yield Decoupling

8.1 Gold Rising Despite High Real Yields

Under conventional financial theory, gold and real yields move in opposite directions, since higher
inflation-adjusted returns on bonds typically draw capital away from a non-yielding asset like gold and
toward fixed income instead almost as a matter of basic portfolio arithmetic. That relationship held up
reasonably well for decades, letting analysts forecast gold's direction with a fair amount of confidence
based on yield movements alone. Recent price behavior has broken sharply from that pattern, though.
According to Ativo Capital Management, the ten-year real yield climbed to roughly 4.5 percent by mid-
2025 (Ativo Capital Management, 2025), a level that should have weighed heavily on gold under the old
assumptions about investor behavior. Instead, gold surged past historic highs during the very same period,
defying the textbook relationship almost entirely. Investors seem to be ignoring the comparatively
attractive returns now available through bonds, prioritizing the safety gold represents over the higher yield
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they could theoretically capture elsewhere. That suggests systemic risk and long-term inflation concerns
have grown serious enough that many investors are willing to give up measurable returns entirely for an
asset they trust will hold its value no matter how monetary policy evolves. The old yield-versus-safety
tradeoff, in other words, appears to be resolving firmly in safety's favor for a meaningful share of the
market.

8.2 Gold During Tight Monetary Policy

Tight monetary policy higher rates aimed at cooling inflation has traditionally weakened gold demand by
raising the opportunity cost of holding something that generates no income of its own. Higher rates
normally make bonds and interest-bearing deposits look considerably more attractive by comparison, since
investors can earn a guaranteed return without giving up safety, which makes gold a relatively less
compelling option during these periods. Recent gold strength challenges that long-established pattern
directly, though. Despite central banks holding what's been described as a peak hawkish stance, gold
delivered returns of roughly 21 percent annually (A Study on Gold Price Trends and Analysis, 2024—
2025), a performance level conventional opportunity-cost models would never have predicted under such
restrictive conditions. This points to fear and instability driving gold demand to a degree that overrides the
math investors would normally apply when weighing gold against yield-bearing alternatives. The
psychological need for an asset without counterparty risk, especially during pronounced global instability,
seems to be overriding the traditional calculations that once governed gold's relationship with prevailing
interest rates. At some point, the fear of a broader systemic failure starts to feel more pressing than any
particular yield comparison, and 2024 and 2025 appear to be precisely that kind of period.

8.3 Gold Reaching Highs Across Global Currencies

One particularly striking part of gold's recent behavior is that its strength isn't confined to its dollar price
alone. Tracking gold's performance on a currency-neutral basis shows it's been hitting simultaneous highs
across all major global currencies (Ativo Capital Management, 2025), a pattern that wouldn't show up if
gold's rise were driven mainly by dollar weakness or American-specific concerns. This carries real
implications for how analysts should read the rally, since it shows the pursuit of safety through gold is a
genuinely global phenomenon, not something confined to American investors reacting to domestic
conditions. Investors across Europe, Asia, and emerging markets appear to be arriving independently at
the same conclusion: gold offers protection worth seeking regardless of which currency they normally
hold their savings in. This widespread, multi-currency demand suggests the underlying drivers —
geopolitical distrust, de-dollarization, broader doubts about fiat currency systems — extend well beyond
any single national economy. Gold is increasingly being treated as a universal safe asset, recognized and
sought after across very different monetary systems and regions at once, which carries real implications
for how its price behavior should be read going forward. If demand is genuinely global and structurally
driven, local monetary policy shifts alone are unlikely to meaningfully dent it.

8.4 Gold During Crashes and Bull Runs

Gold has long performed well during stock market crashes, acting as a counterbalance when equity
portfolios suffer steep losses and confidence collapses across the broader market. What's notable about
recent behavior, though, is that this defensive performance is no longer confined strictly to crisis periods
the way it reliably was for decades. Quantile regression analysis has shown gold generating maximum
returns during both severe equity crashes and historic bull runs (A Study on Gold Price Trends and
Analysis, 2024-2025), a finding that complicates the traditional, single-directional view of gold's
relationship with market sentiment. This suggests gold's function within a portfolio is no longer limited to
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crisis insurance alone. During stable periods with strong stock market gains, gold seems to act more like
a liquid store for excess wealth, absorbed by investors looking to diversify gains made elsewhere before
snapping back instantly to its classic safe-haven role the moment instability returns, almost like it's
switching between two distinct jobs within the same asset. That dual capacity marks a real shift in how
gold's role within modern, diversified portfolios ought to be understood, particularly for portfolio
managers still thinking about it primarily as a crisis-only instrument that should be dropped the moment
equity markets calm down.

8.5 Investor Psychology and Anticipatory Markets

Modern financial markets have become increasingly anticipatory rather than reactive, with investors
responding to emerging risk signals well before official data confirms a problem has fully materialized.
Price tracking has picked up sudden, concentrated, sharply rising trends in gold accompanied by maximum
standard deviation during specific windows in 2025 (A Study on Gold Price Trends and Analysis, 2024—
2025), evidence that investors aren't waiting passively for confirmed economic releases before adjusting
their positions. War, tariffs, inflation signals, and supply chain shocks now trigger fast, almost immediate
reactions in gold prices, reflecting how quickly information travels and how fast investors are willing to
act on it. That represents a meaningful shift from earlier eras, when gold price movements often lagged
confirmed developments rather than preceding them. Investors today seem to be buying gold in real time
as soon as geopolitical or supply chain shocks hit the news cycle, rather than waiting for inflation figures
or central bank statements to validate their concerns after the fact. This heightened sensitivity to emerging,
rather than confirmed, risk helps explain why gold's price swings have gotten sharper and more sudden a
market increasingly defined by speed, anticipation, and a collective unwillingness to be caught unprepared.

Chapter 9: Central Banks, De-Dollarization, and Structural Gold Demand

9.1 Rise in Central Bank Gold Buying

Central banks around the world have significantly stepped up their gold purchases in recent years, and the
motivation behind that is fundamentally different from what drives individual investors buying gold for
short-term protection or speculative gain. Data shows central bank buying velocity has followed a
continuous upward trend, sustaining an aggressive buying era through the mid-2020s (Jan, 2026) rather
than tapering off the way some analysts initially expected once early geopolitical tensions seemed to settle
down. Unlike private investors who might buy and sell opportunistically based on short-term price swings,
central banks act as strategic, largely non-commercial participants in the gold market; their purchasing
decisions are driven mainly by reserve security and political defense rather than capital gains. This
distinction matters a lot, because it means central bank demand is, for the most part, price-insensitive,
continuing regardless of whether gold happens to be rising or falling in any given month. Because this
demand is strategic and long term rather than speculative, it provides steady underlying support for gold
prices that doesn't behave the way more reactive forms of private investment demand typically do. A
central bank isn't going to sell its gold reserves because of a bad quarter, which makes this a fundamentally
different kind of buyer from the institutional traders and retail investors who dominate headlines.

9.2 Gold as a Reserve Asset

Countries hold financial reserves mainly to protect their economies against external shocks, currency
crises, and the kind of sudden capital flight that can destabilize an economy with little warning. For
decades, U.S. dollars and Treasury securities dominated these reserve holdings overwhelmingly, reflecting
the dollar's position as the world's primary reserve currency and the perceived safety of American
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government debt as a place to park savings. Gold, though, is becoming increasingly important in reserve
management as countries reconsider the wisdom of concentrating reserves so heavily in a single foreign
currency. Official gold holdings worldwide have now reached $3.909 trillion, effectively matching the
$3.920 trillion held in U.S. Treasury securities by foreign governments (Jan, 2026) a milestone that would
have seemed unlikely just a decade or two ago, given the dollar's long-standing dominance. Gold's appeal
here comes down to the absence of repayment or counterparty risk: unlike a Treasury bond, gold doesn't
depend on any government continuing to honor its obligations. That difference is becoming more relevant
as more nations look for reserve assets that can't be unilaterally devalued, frozen, or defaulted on by any
single foreign government. When the asset you hold abroad can be switched off by a political decision
you had no part in, holding gold at home starts to look like a straightforward act of self-preservation.

9.3 De-Dollarization and Global Power Shifts

De-dollarization is the deliberate process by which countries reduce their dependence on the U.S. dollar
for trade, reserves, and international transactions, often replacing it with assets seen as more politically
neutral. Gold has emerged as one of the main beneficiaries of this shift, since some countries are now
actively increasing their gold reserves specifically as an alternative to large dollar-denominated holdings
that carry implicit political exposure. Global data confirms this represents a genuine structural shift driven
by growing scepticism about fiat currencies under conditions of extreme geopolitical stress (Jan, 2026),
rather than a temporary adjustment likely to reverse once tensions ease. Gold's appeal here comes directly
from its political neutrality compared to fiat currencies, which are inherently tied to the policies and
standing of whatever government issues them. This reflects deeper changes in global power structures, as
nations increasingly seek financial independence from arrangements they see as exposing them to risks
tied to decisions made far outside their own borders. This shift looks structural enough that it may well
persist beyond any single geopolitical episode that triggered it, since the motivations behind it aren't likely
to vanish once one particular dispute eventually cools off. Countries that have built reserve strategies
around political independence don't tend to reverse those strategies once a temporary ceasefire is
announced.

9.4 Sanctions and Counterparty Risk

One of the clearest catalysts behind the recent acceleration in gold accumulation has been the growing
realization that foreign reserves held abroad can be frozen during periods of acute political conflict, no
matter how those reserves were originally built up. IMF COFER analysis has linked much of this shift
directly to the fallout from the G7 freezing Russia's foreign exchange assets (Jan, 2026), an action that
showed with unusual clarity just how exposed electronic fiat reserves can be to political decisions made
by other governments entirely. This episode created lasting unease for any country holding significant
assets abroad, since it revealed that even reserves sitting in seemingly stable, allied jurisdictions could
become inaccessible virtually overnight if political circumstances shifted. Physical gold held domestically,
by contrast, is much harder to restrict or freeze, since it doesn't rely on a foreign custodian, a digital ledger,
or continued goodwill from another sovereign nation. Sovereign entities are increasingly recognizing that
electronic fiat reserves carry real counterparty risk, while physical gold sitting in a home vault has no
equivalent off-switch a foreign power could flip during a future crisis. The lesson of 2022 has been
absorbed quickly and broadly across the developing world.

9.5 Emerging Economies and Gold Accumulation

Central bank gold accumulation hasn't been spread evenly across the global economy; it's been
aggressively concentrated within a specific group of emerging, non-western powers pursuing a clearly

IJFMR260483555 Volume 8, Issue 4, July-August 2026 16



http://www.ijfmr.com/

~ Y International Journal for Multidisciplinary Research (IJFMR)

i

IJFMR E-ISSN: 2582-2160 e Website: www.ijfmr.com e Email: editor@ijfmr.com

shared strategic objective, even if that coordination is informal. Russia, China, Turkey, and India in
particular have substantially increased their gold reserves, with holdings reaching 1,894, 1,807, 705, and
523 tonnes respectively (Jan, 2026), figures that point to a sustained, deliberate accumulation strategy
rather than opportunistic buying. This concentration shows that geopolitical alignment, rather than
standard portfolio theory, is increasingly setting the underlying floor price of gold, since these nations
aren't buying to maximize risk-adjusted returns, they're buying to reduce their exposure to Western-
dominated financial systems. The strategy behind this buying is about insulating their economies from
financial leverage that could be used against them during future disputes or sanctions episodes. That
creates long-term structural demand for gold unlikely to reverse quickly, since it's rooted in durable
considerations about national financial independence rather than short-term price speculation tied to
ordinary market cycles. Combined, these four countries alone hold a reserve position in gold that rivals
the official holdings of most Western nations, and the trend points firmly in one direction.

Chapter 10: Geopolitical Shocks, Conclusion, and Future Scope

10.1 Trade Wars and Tariff Barriers

Tariffs work as a direct tax on imported goods, raising costs for businesses and consumers while disrupting
trade relationships that global supply chains have relied on for decades. Global tracking shows US
effective tariff levels climbed to century-high levels, structurally impairing international trade in ways that
reached well beyond the industries initially targeted (World Economic Outlook, 2025). Trade wars on this
scale disrupt supply chains broadly, forcing companies to seek alternative suppliers or pass higher costs
onto consumers, creating inflationary pressure that ripples past the sector's tariffs were actually meant to
protect. Corporate data points to a broader shift toward costly, suboptimal reallocation of resources and
technological decoupling, as firms restructure supply chains along geopolitical rather than economic lines
(World Economic Outlook, 2025). Gold becomes especially attractive amid this kind of instability, since
it's a neutral asset unaffected by tariff policy or fractured trade relationships. Multi-country data also shows
emerging macroeconomic systems settling trade directly outside traditional financial rails, using
commodities like gold as a settlement medium once trust between trading partners breaks down (World
Economic Outlook, 2025) echoing gold's old role as an emergency trade settlement asset. On top of this,
official development assistance from major donors fell by close to nine percent annually, leaving low-
income nations more exposed to currency instability and more likely to convert whatever wealth they
retain into physical gold as Western liquidity withdraws (World Economic Outlook, 2025).

10.2 Comparison Between Historical and Current Gold Behavior

Looking across every historical episode covered in this study, one consistent pattern shows up: gold rises
in value precisely when trust in currencies, institutions, or the broader financial system starts to weaken,
whatever the specific trigger happens to be. The Great Depression showed gold's role during a crisis of
monetary fear, as bank failures and currency instability pushed investors toward an asset that didn't depend
on any single institution's solvency. The 1970s showed gold's particular strength during inflationary
periods compounded by geopolitical tension, illustrating how overlapping economic and political risks
amplify gold demand beyond what either factor would produce alone. The 2008 financial crisis and the
COVID-19 pandemic both reinforced gold's role during periods of systemic uncertainty, when complex
financial products and global supply chains both turned out to be more fragile than anyone expected.
Today's environment combines pieces from each of these episodes at once: elevated real yields alongside
persistent inflation, central bank buying that echoes structural de-dollarization, and geopolitical shocks
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reminiscent of earlier trade fragmentation. This convergence of historically familiar pressures, all arriving
together rather than separately, helps explain why gold's current anomalies look more pronounced and
more persistent than anything seen during a single historical episode on its own.

10.3 Final Conclusion

The anomalies covered throughout this study trace back to three interconnected forces: fear, inflation, and
broader instability, each one reinforcing the others in ways that compound gold's appeal beyond what any
single factor could generate alone. Gold rises reliably when trust in currencies and institutions weakens, a
pattern that has held true across nearly a century of very different economic and political circumstances,
from the gold standard era through to today. Central bank buying, particularly among emerging non-
western economies like Russia, China, Turkey, and India, shows that gold's strategic importance now
extends well beyond individual investor behavior into the realm of sovereign monetary policy and national
security planning. As of mid-2026, gold has traded above four thousand dollars per ounce after reaching
a record high near five thousand six hundred dollars earlier in the year, reflecting just how unsettled the
conditions this paper has examined really are. That includes a sharp monthly correction following the
outbreak of the US-Iran conflict and Strait of Hormuz disruptions, as markets priced in aggressive central
bank tightening (TradingView, 2026; KITCO, 2026), even as physical demand reached a fifty-year
milestone, overtaking jewelry for the first time on record (Gold at $4,480, 2026), with new buyers
emerging among nations that had rarely purchased gold before (GoldSilver, 2026). These trends may
reflect something deeper than a temporary reaction to short-term fear they may mark the early stages of a
structural shift in how gold is valued, one that traditional models built around real yields and interest rates
alone aren't enough to fully explain anymore.

10.4 Scope for Future Research

This study, while fairly comprehensive in its historical and structural analysis, leaves several avenues open
for further work that could meaningfully extend its conclusions. Future research could compare gold's
recent performance against other assets often discussed as alternative stores of value Bitcoin, government
bonds, silver, the U.S. dollar itself to figure out whether gold's anomalies are genuinely unique or part of
a broader reassessment of safety happening across multiple asset classes at once. That kind of comparison
would help clarify whether what we're seeing is specifically about gold, or about a wider retreat from
instruments perceived as politically or institutionally exposed. Structured surveys on investor attitudes
toward gold could also offer valuable behavioral insight beyond what aggregate price data alone can reveal
about the motivations behind these purchasing decisions. A more detailed, granular study of central bank
gold buying, including the specific timing and sequencing behind individual purchases, would help deepen
current understanding of how strategic and coordinated this behavior really is across different countries.
Finally, the relationship between climate change, commodity price instability, and gold demand seems
like a particularly promising direction for future scholars, especially as the structural stagflation tied to
climate-related disruption (Garrett & Grasselli, 2026) looks increasingly likely to interact with gold
markets in ways this paper has only just begun to explore.
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