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As we look ahead to 2026, the headwinds facing
the global economy are prompting conversations
about hedging against downside risk. Some
investors view gold as a risk-management asset.
While returns for gold have been too volatile for it
to serve as an effective safe haven or inflation
hedge, while some may see it as an asset to
weather an economic downturn.

But the evidence doesn’t show gold can fulfill this
purpose.

Plotting quarterly gold spot price returns against changes in the US gross domestic product reveals little
relation between the two. Whether gold was up or down doesn’t appear connected to what was happening
in the economy. Gold did gain in value during 17 of the 28 quarters with negative GDP growth, but so did
US government bonds. So, an investor with high-quality fixed income in their portfolio likely already has a
measure of protection against economic contractions.

The conclusion is that markets tend to reflect expectations for the macroeconomy in advance. Markets are
forward looking and incorporate all known information into the pricing of assets before the eventual
outcome materializes. This explains why adding a bar of gold to one’s portfolio provides additional
protection against adverse economic developments.

Our portfolios hold some gold positions, though not for reasons of hedging, but rather to ensure broad
exposure to asset classes that behave asymmetrically with other portfolio positions. The goalie in our
asset allocations is government and investment grade corporate bonds which have been shown to hold
their value much of the time (though not always) in challenging economic times.

Thanks for reading!

Martin
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Mutual Funds and some Segregated Funds provided by the Fund Companies are offered by Martin
Weiler, a representative, through Worldsource Financial Management Inc., sponsoring mutual fund dealer.
Other Products and Services are offered through First Capital Financial Corporation.This email and any
attachments are intended only for the recipient(s) named in this email and may contain personal and/or
confidential information. If you have received this email in error, please email the sender immediately, and
delete the original email. Dissemination, distribution, or copying of all or any part of this message by
anyone other than the intended recipient(s) is not authorized.The information provided in this email and/or
attachment/s is solely for general and educational purposes and is based on the perspectives and
opinions of the owners and writers. It is provided with the understanding that it may not be relied upon as,
nor considered to be, the rendering of tax, legal, accounting, or professional advice. Please consult an
appropriate professional regarding your particular circumstances. References to third party goods or
services should not be regarded as an endorsement of those goods or services. All information provided is
believed to be accurate and reliable, however, we cannot guarantee its accuracy. Commissions, trailing
commissions, management fees and expenses all may be associated with mutual fund investments.
Please read the prospectus and/or the fund facts before investing. Mutual funds are not guaranteed, their
values change frequently and past performance may not be repeated.
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