
All that glitters is not gold. This aphorism appears in 
Shakespeare’s Merchant of Venice Act 2, Scene 7, and is meant to 
remind us that not everything that looks precious turns out to be 
so. So it would seem to be with gold itself these days, with the 
metal having fallen over 15% over the past six months, and 
surprisingly, against a backdrop of unprecedented money printing. 
Historically, just the opposite is supposed to happen, where a 
falling US dollar is normally accompanied by a corresponding rise 
in the price for gold. This invites the question is gold broken? The 
article in Advisor Analyst <here> provides context here, and 
argues that the safe haven status of gold is being challenged by 
the rise in nominal yields on government bonds, and stable 
consumer prices. Simply put, investors have options and the 
choice between a taxpayer-backed bond that pays a fixed yield 
and gold which doesn’t, the choice is clear. This also holds for 
dividend-paying stocks, many of which offer yields between two 
and three percent. 

There is no valuation for gold. Economists often say that if there 
was a way to accurately determine its price, it would be 1/T, where 
T = Trust. Lack of trust or high levels of uncertainty during the pandemic lifted gold prices, so the recent decline in gold 
prices has been giving some this uncertainty premium back. The expectation is that gold could fall further, as 
vaccination programs kick into high gear later this year. 

The story of 2021 so far has been that risk-on 
assets (stocks) have done well, while safe haven 
assets have done poorly (long term government 
bonds, gold, utilities, staples and the US dollar). 
So golds’ move downward is part of a larger trend 
where investors are looking for higher returns 
from a rebounding global economy, and are 
willing to accept more risk in return for it. My 
position on gold is that it’s a lousy investment 
-though periodically some of the funds in our 
model portfolios have held it from time to time, 
notably Mackenzie Investment’s Diversified 
Alternatives fund. Last year, the fund used gold 

as a hedge against equity market turmoil, and it served its purpose in the short term. Long term however, gold pays no 
interest, no dividends and has delivered a zero percent return when adjusted for inflation (see graph). It is an inert 
metal with limited commercial application and humankind’s fascination with it, seems almost cult-like. We spend 
inordinate amounts of time, money and resources looking for the stuff, dig it up, melt it down and then promptly put it 
back underground (in vaults). I’ve often said that any advanced species in the universe quietly observing us from other 
planets, must conclude that our customs surrounding gold must be a primitive ritual to appease the goddess Earth. 
Gold may indeed glitter, but to paraphrase Canada’s legendary rock band The Guess Who it can sparkle someone 
else’s eyes. 

Be safe, be well!
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