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Is the Gold Market Pricing-In US Recession Risks?

The S&P 500 in gold terms has plunged to its lowest levels since the 2020
pandemic. The mean ratio in March has dropped to around 1.9x versus 2.3x in
December 2024 and a cyclical peak of 2.5x last February. During the peak Covid
shock Mar-Sep 2020, the ratio hovered just above 1.7x. Weaker US economic data
and heightened domestic and foreign policy uncertainty have prompted a strong bid
for gold this year amid concerns about a US growth contraction, sticky inflation, and
higher macro volatility premiums. These market concerns were echoed in the latest
SEP coming out of the March FOMC.

Time will tell whether this recent move is a real warning sign for the US and global
economy or a temporary positioning blip. Even after a 27.2% nominal spot price
return and 21.4% real price return in 2024, we are still constructive in 2025,
especially when large-cap US equities had not had a correction event since 2023
and stayed in a bull market through 2024.

S&P 500 in Gold Terms
Pre-Covid Twenty-Year Mean
+/- 1 Sigma
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Source: Bloomberg, State Street Global Advisors as of March 19, 2025.

To be clear, the 15% year-to-date rally in spot bullion markets to record levels north
of $3,000/0z has been led by both physical and financial drivers. The continued
recovery in China retail gold demand post-pandemic and ongoing EM central bank
purchases have been critical in structurally supporting higher bullion prices. But the
most important bullish factor in 2025 has likely been the surge in gold ETF inflows,
with western investors reversing a 3.5 year de-stocking cycle and increasing
physical consumption via gold ETFs for the first time since 2020. The ETF delta
from 2023 to 2025 is a sizable aggregate demand shock, representing an over 400
tonne swing thus far or 11-12% of primary mine supply forecast this year. And for
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the first time post-Covid, US investors are leading the bullion buying binge. This
evolving composition of gold demand towards US ETF buyers (amid what is likely
to be a slight slowdown in EM CB and China retail demand from 2024 trend) and
suggests a new narrative for the bullish gold trade, that may be questioning US
exceptionalism in 2025 with fresh demand for equity portfolio overlays, drawdown
hedges, and policy/geopolitical hedges.

Source: Bloomberg, State Street Global Advisors. Past performance is not a reliable indicator of future
performance. Index returns are unmanaged and do not reflect the deduction of any fees or expenses.

Equities

FOMC and Equities Markets Reaction

The FOMC convened on March 18-19, 2025, to assess the U.S. economic
landscape and adjust monetary policy accordingly. In a unanimous decision, the
Committee maintained the federal funds rate at its current target level of 4.25-4.5%.

The FOMC'’s updated projections indicate a subtly more subdued economic
outlook:

1. GDP growth. The median forecast for 2025 growth has been lowered to
1.7% (vs previous estimate of 2.1%)

2. Inflation. The projection for PCE inflation for 2025 has been revised to 2.7%
(vs previous estimate of 2.5%)

3. Unemployment rate. The rate is anticipated to hold steady at 4.4% through
2025 (vs previous estimate of 4.3%)

Following the FOMC’s announcement, equity markets responded positively — S&P
500 rose by 1.1%, reflecting renewed investor confidence; the tech-heavy Nasdaq
rose 1.4%, buoyed by gains in major technology stocks. This marked the best “Fed
day” performance from the S&P 500 since July and the strongest post-Fed decision
percentage gain for the Dow since March 2024.

S&P 500 Index Reaction to FOMC Meeting on 3/19
5,720 1 Powell news conference begins
5,700 ~
5,680 -
5,660 -
5,640 -

5,620 H

5,600 -

Source: Tradingview. Data is for 1-minute intervals for March 19, 2025 from 9:30AM to 4:00PM EST.

More specifically, tech stocks surged as investors interpreted the Fed’s rhetoric as
a sign that rate hikes are unlikely in the near term. Consumer discretionary
performed well, as Powell emphasized that the economy remains ‘healthy’.
Financials saw mixed performance, with banks benefitting from stable rates but
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concerns about slower growth weighing on some. From the tariffs perspective, “It is
going to be very difficult to have a precise assessment of how much of inflation is
coming from tariffs and from other,” Powell said.

While the equity market initially rose, driven by Powell’s nonchalant approach to
economic risks and a belief that the Fed is unlikely to tighten monetary policy
further without clearer signals, trading in Thursday’s session was much more
mixed, with the US market lower in the afternoon hours on the East Coast, and
showing a lack of conviction. He acknowledged that while recession probabilities
have increased, they remain relatively low, again emphasizing the Fed’'s focus on
hard economic data over soft indicators like sentiment surveys.

Source: Tradingview. Data as of 3/19/2025 unless otherwise stated. Past performance is not a reliable
indicator of future performance. Index returns are unmanaged and do not reflect the deduction of any fees or
expenses.

Fixed Income

High Yield Spreads Remain Relatively Muted

High yield spreads are measured simply as the excess yield over duration
equivalent treasuries. They are often seen as a harbinger of economic distress;
most recent examples include the Global Financial Crisis and the Covid-19
pandemic. However high yield spreads remain near historic lows as investors seem
to downplay the rising risks of an economic downturn.

That’s not to say spreads haven’'t moved. Recent economic uncertainty and
emerging growth concerns have contributed to spreads widening by a notable sixty-
three basis points since February 19, 2025 but remain below their long-term
averages. During the same one-month period equity markets have experienced
losses of around 9%, while high yield returns dipped by less than 1% (to -0.56%).
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Source: Bloomberg as of March 19, 2025.

The uncertainty around economic policy, especially as it relates to tariffs, has led to
a sharp decrease in consumer sentiment and an increase in short-term inflation



STATE STREET ivistes

expectations. Growth projections have been revised down and signs of consumer
weakness have started to emerge.
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Source: Bloomberg as of March 19, 2025.

Given still-tight spreads, this risk does not appear to be priced into high yield
markets. For investors, caution is advised as the narrowness of spreads gives little
cushion in a riskier environment.

Source: Bloomberg, State Street Global Advisors. Past performance is not a reliable indicator of future
performance. Index returns are unmanaged and do not reflect the deduction of any fees or expenses.
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About State Street
Global Advisors

For over four decades, State Street Global Advisors has served the world’s
governments, institutions, and financial advisors. With a rigorous, risk-aware

approach built on research, analysis, and market-tested experience, and as pioneers
in index and ETF investing, we are always inventing new ways to invest. As a result,
we have become the world’s fourth-largest asset manager* with US $4.72 trilliont

under our care.

*Pensions & Investments Research Center, as of 12/31/23.
1This figure is presented as of December 31, 2024 and includes ETF AUM of $1,577.74 billion USD of which
approximately $82.19 billion USD in gold assets with respect to SPDR products for which State Street Global
Advisors Funds Distributors, LLC (SSGA FD) acts solely as the marketing agent. SSGA FD and State Street
Global Advisors are affiliated. Please note all AUM is unaudited.
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Marketing Communication

The information provided does not
constitute investment advice and it
should not be relied on as such. It
should not be considered a
solicitation to buy or an offer to sell
a security. It does not take into
account any investor's particular
investment objectives, strategies,
tax status or investment horizon.
You should consult your tax and
financial advisor.

The information contained in this
communication is not aresearch
recommendation or ‘investment
research’ and is classified as a
‘Marketing Communication’ in
accordance with the applicable
regional regulation. This means
that this marketing
communication (a) has not been
prepared in accordance with legal
requirements designed to
promote the independence of
investment research (b) is not
subject to any prohibition on
dealing ahead of the

dissemination of investment
research.

This communication is directed at
professional clients (this includes
eligible counterparties as defined by
the “appropriate EU regulator”) who
are deemed both knowledgeable
and experienced in matters relating
to investments. The products and
services to which this
communication relates are only
available to such persons and
persons of any other description
(including retail clients) should not
rely on this communication.

The views expressed in this material
are the views of Dane Smith,
Aakash Doshi, and Maria
Nikitanova, through the period
ended March 20, 2025 and are
subject to change based on market
and other conditions. This document
contains certain statements that
may be deemed forward-looking
statements. Please note that any
such statements are not guarantees
of any future performance and
actual results or developments may
differ materially from those
projected.

Investing involves risk including the
risk of loss of principal.

The whole or any part of this work
may not be reproduced, copied or
transmitted or any of its contents
disclosed to third parties without
SSGA’s express written consent.

All information is from SSGA unless
otherwise noted and has been
obtained from sources believed to
be reliable, but its accuracy is not
guaranteed. There is no
representation or warranty as to the
current accuracy, reliability or
completeness of, nor liability for,
decisions based on such
information and it should not be
relied on as such.

Equity securities may fluctuate in
value and can decline significantly
in response to the activities of
individual companies and general
market and economic conditions.

Bonds generally present less short-
term risk and volatility than stocks,
but contain interest rate risk (as
interest rates raise, bond prices
usually fall); issuer default risk;
issuer credit risk; liquidity risk; and
inflation risk. These effects are
usually pronounced for longer-term

securities. Any fixed income security
sold or redeemed prior to maturity
may be subject to a substantial gain
or loss.

Currency Risk is a form of risk that
arises from the change in price of
one currency against another.
Whenever investors or companies
have assets or business operations
across national borders, they face
currency risk if their positions are
not hedged.

Generally, among asset classes,
stocks are more volatile than bonds
or short-term instruments.
Government bonds and corporate
bonds generally have more
moderate short-term price
fluctuations than stocks, but provide
lower potential long-term returns.
U.S. Treasury Bills maintain a stable
value if held to maturity, but returns
are generally only slightly above the
inflation rate.
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