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Gold is an attractive means of helping
investors diversify their portfolios. Its relative
scarcity supports its long-term investment
appeal. But its market size is large enough to
make it relevant for a wide variety of
investors, from individuals to institutions and
central banks.

This Primer gives an overview of the available above-
ground stock of gold, the relative size of the financial gold
market, and the composition of demand and supply that
supports gold’s investment credentials.

We estimate that approximately 209,000 tonnes of gold —
worth US$12tn — have been mined throughout history
Jewellery makes up almost half of these above ground
stocks, while gold in investment form (bars, coins and
physically backed gold ETFs) accounts for almost a
quarter

The physical financial gold market — made up of bars,
coins, gold ETFs and central bank reserves — is worth
nearly US$5tn, almost 40% of the total

The size of the market means it can absorb large
purchases by, and sales from, institutional investors and
central banks without resulting in price distortions

In addition, diversity underpins the stability of the gold
market. Over the last three decades alone, dramatic
shifts in the sources of demand and supply — both
sectoral and geographic — have created a more diverse
market.

1 As at end 2022. Value is calculated using the LBMA Gold Price PM in USD.
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A scarce asset with a
large market

Gold has been prized for thousands of years. We estimate
that approximately 209,000 tonnes of gold have been
mined throughout human history, of which around two-
thirds has been mined since 1950.2 And as gold is virtually
indestructible, almost all of it is still available in one form or
another.

To put this into perspective, all of the above-ground stock
of gold — worth US$12tn — would fit into a cube with sides
of approximately 22m (73ft) (Figure 1).3 Of this:

o Jewellery accounts for 46% (95,547t, US$6tn)

e Central banks hold 17% (35,715t, US$2tn) as reserves

o Bars and coins represent 21% (43,044t, US$3tn)

o Physically backed gold ETFs hold 2% (3,473t, US$0.2tn)

e The remainder, primarily industrial applications and
holdings by financial institutions, is 15% (31,096t,
US$2tn).

Importantly, gold is a scarce element and above-ground
stocks grow at a slow rate. Mine production adds
approximately 3,500t per year,* equivalent to an annual 2%
increment.

Figure 1: The total amount of gold above ground is
estimated at 209,000t worth US$12tn*
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*As of the end of 2022. Value calculated using the LBMA Gold Price at the end
of the year.

Note: Proven reserves as defined by the US Geological Survey.

Source: Metals Focus, Refinitiv GFMS, US Geological Survey, World Gold
Council

2 Estimate as of end 2022.
3 As at end 2022; value calculated using the LBMA Gold Price PM in USD.
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Financial gold is
synonymous with bullion

The financial physical gold market is made up of bars,
coins, gold ETFs and central bank reserves; this accounts
for approximately 82,200t worth US$5tn, equivalent to
39% of total above-ground gold stocks. In addition, there is
a significantly smaller reported US$1tn open interest in gold
derivatives (Chart 1).

Chart 1: Value of above-ground gold and gold
derivatives

US$tn
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*As of 31 December 2022.
**Represents open interest in COMEX, TOCOM and OTC transactions.

Source: Bloomberg, Bank for International Settlements, ETF company filings,
ICE Benchmark Administration, Metals Focus, Refinitiv GFMS, World Gold
Council

Gold’s liquidity is on a par with other major assets
Because gold can be recycled indefinitely, with only a
fraction lost through technological and industrial use, a
sizeable portion of the above-ground stocks can potentially
be mobilised and sold on the secondary market.’ As a
result, liquidity in the gold market is unmatched by most
financial assets.

As well as physical gold holdings, derivatives traded on
exchanges or the over-the-counter (OTC) market are
available, helping to boost overall liquidity.

4 10-year average to end 2022.

5 www.britannica.com/summary/gold-chemical-element

02


https://www.gold.org/goldhub/data/gold-etfs-holdings-and-flows

WORLD
GOLD
COUNCIL

Chart 2: Gold trades more than many other major
financial assets
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*Based on estimated average daily trading volumes from 31 December 2017 to
31 December 2022, except for currencies that correspond to April 2019 to April
2022 volumes due to data availability. Fixed income trading volumes include
primary dealer statistics only due to data availability.

**Gold liquidity includes estimates on OTC transactions and published statistics
on futures exchanges, and gold-backed exchange-traded products.

Source: Bloomberg, Bank for International Settlements, UK Debt Management
Office (DMO), Germany Finance Agency, Japan Securities Dealers Association,
Nasdag, World Gold Council

The gold market is also more liquid than many other major
assets (Chart 2). Gold trading volumes averaged
approximately US$149bn per day over the past five years,
more than the Dow Jones Industrial Average and
comparable to those of US 1-3-year treasuries and US T-
Bills among primary dealers.®

The size of the market allows it to absorb large purchases
and sales from both institutional investors and central
banks without resulting in price distortions. And in stark
contrast to many financial markets, gold’s liguidity has not
dried up, even during times of financial stress, making it a
much less volatile asset.

6 Based on estimated average daily trading volumes from 31 December 2017
to 31 December 2022.

7 Asdiscussed in the previous section, the financial size of the gold market is
US$5tn in bullion (plus US$1tn in derivatives). This represents 2% of
estimated total financial assets of US$280tn held by both investors and
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Gold is a small but
meaningful fraction of
investable assets

Despite being a large and liquid market, the stock of gold
bullion — bars, coins and gold ETFs — held by investors
amounts to nearly US$3tn. This represents around 1% of
the estimated US$266tn invested in financial assets
globally excluding foreign reserve holdings by central banks
(Chart 3).7

Chart 3: Of the US$266tn invested in global financial
assets, only 1% is currently invested in gold*

\J

= Debt securities (45%)
m Equities (44 %)
m Alternative assets (5%)

= Gold (1%)

*Estimates include the global market capitalisation of all publicly traded stocks
as at end 2022; the total value of outstanding debt securities as at Q2 2022; the
assets under management of alternative assets as at end 2021; and investment
holdings of gold bullion as at end 2022. Central bank holdings of gold and bonds
were excluded.

Source: BIS, ICE Benchmark Administration, Metals Focus, Pregin, Thomson
Reuters GFMS, World Federation of Exchanges, World Gold Council

While this implies that, on average, investors hold
approximately 1% of gold in their portfolio, the reality is
that gold holdings are not uniform. Institutional investors,
for example, tend to be under-allocated to gold. Yet, our
analysis shows that investors can greatly benefit from a 2%
to 10% strategic allocation to gold depending on their
investment objectives.

central banks. We analyse the holdings by investors and central banks
separately and their portfolio needs are different based on their investment
objectives and the type of assets they hold.
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Gold’s role in
international reserves

Central bank reserve managers are tasked with investing
vast sums of money in financial assets. While the ideal
asset allocation strategy may vary for each institution,
nearly all reserve managers adhere to the principles of
safety, liquidity and return.

Gold is one of several traditional reserve assets — along
with the US dollar, euro, British pound and Japanese yen —
mostly in the form of sovereign debt securities. Our 2022
central bank survey shows that gold’s performance during
times of crisis, its long-term store of value, and its lack of
default/counterparty risk are key drivers behind gold
ownership.

And its importance in international reserves is clear. At the
end of 2022 central banks held around 35,715t of gold
according to the IMF, worth approximately US$2tn. This
means that gold accounts for 16% of total global allocated
reserves, with only the US dollar and the euro holding
greater shares (Chart 4).

Chart 4: Composition of total reserves (foreign
exchange and gold)*

C
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= Others (15%)

*Latest COFER data available at the time of writing was for Q3 2022. Excludes
unallocated reserves. Note: We provide two separate sources for central bank
data; results may differ depending on which data set is referenced. The source
for our Gold Demand Trends publication and our above-ground stocks figures is
primarily Metals Focus, which makes its own estimates of official sector activity
incorporating what is reported to the IMF. The source for our monthly central
bank statistics is the IMF IFS statistics (supplemented with data directly from
central bank websites where needed and available).

Source: IMF COFER, IMF IFS, World Gold Council

8 Based on the 10-year annual average between 2013 and 2022.
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However, there can be a sizeable divergence in gold
holdings among central banks. For example, in 2022
developed market central banks held, on average, 21% of
their total reserves in gold. In comparison, their emerging
market counterparts held just 10%, although that figure has
been climbing since 2010 when central bank demand for
gold expanded rapidly.

Composition and trends
of gold supply and
demand

The gold market draws stability from its sources of demand
and supply, which are diverse across both sectors and
geographies.

Supply: Gold is supplied from a mix of mined (75%) and
recycled gold (25%).2 Mine production is well diversified
geographically, with no single region producing more than a
quarter of the global total (Figure 2, p.5). This reduces the
risk of supply shocks and contributes to gold’s relatively
low volatility compared to commodities whose mining is
more geographically concentrated. And recycling acts as a
buffer when gold from primary production cannot meet
demand, responding to fill the gap and balance the market.

Demand: Gold is bought around the world for multiple
purposes — as a luxury good, a component in high-end
electronics, a safe-haven investment, or a portfolio
diversifier (Figure 3, p.5). Gold demand is also
geographically diverse, with major gold markets present
across the world. Emerging markets — dominated by China
and India — represent around 75% of annual global gold
demand, while developed markets account for the
remainder.®

Major trends have reshaped gold demand

Gold has been a constant throughout human history. But
over the last 30 years the global gold market has
undergone significant structural change.

Wealth expansion and economic growth have been key in
fuelling jewellery consumption, investment in technology
and the acquisition of gold bars and coins. The introduction
of physically-backed gold ETFs has also had a material
impact on institutional investment demand for gold. And
since 2010 central banks have shifted from net sellers to
net buyers, using the asset to diversify their foreign
reserves.

To read more, please see: 30 years of Gold Demand Trends

9 Based on the 10-year annual average between 2013 and 2022. Gold
demand here includes jewellery, technology, bars and coins, and gold ETFs.
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Figure 2: Gold mining is geographically diverse, helping to reduce volatility*
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*Computed using average annual mine production from 2012 to 2021.
Source: Metals Focus, World Gold Council

Figure 3: Gold has a diverse demand base: a luxury good, a technological component, and an investment
Average annual net demand = 3,140 tonnes (approx. US$ 181bn)
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*Based on 10-year average annual net demand estimates ending in 2022, including jewellery and technology net of recycling, in addition to bars and coins, ETFs
and central bank demand, which are historically reported on a net basis. It excludes OTC demand owing to limitations in data availability. Figures may not add up to
100% due to rounding. US dollar value computed using the 2022 annual average LBMA Gold Price PM of US$1,800.1/oz.

** Net jewellery and technology demand computed assuming 90% of annual recycling comes from jewellery and 10% from technology. For more details, see:
https://www.gold.org/goldhub/research/market-primer/recycling

Source: Metals Focus, Refinitiv GFMS, World Gold Council
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We're the global experts on gold.

Leveraging our broad knowledge and experience, we work to
improve understanding of the gold market and underscore gold's
value to individuals, investors, and the world at large.

Collaboration is the cornerstone of our approach. \We're an
association whose members are the world’s most forward-
thinking gold mining companies. Combining the insights of our
members and other industry partners, we seek to unlock gold’s
evolving role as a catalyst for advancements that meet societal
needs.

We develop standards, expand access to gold, and tackle barriers
to adoption to stimulate demand and support a vibrant and
sustainable future for the gold market. From our offices in Beijing,
London, Mumbai, New York, Shanghai, and Singapore, we deliver
positive impact worldwide.

World Gold Council
15 Fetter Lane, London EC4A 1BW
United Kingdom

T +44 207826 4700
W www.gold.org

Important information and disclosures
© 2023 World Gold Council. All rights reserved. World Gold Council and the

Circle device are trademarks of the World Gold Council or its affiliates.

All references to LBMA Gold Price are used with the permission of ICE
Benchmark Administration Limited and have been provided for
informational purposes only. ICE Benchmark Administration Limited accepts
no liability or responsibility for the accuracy of the prices or the underlying
product to which the prices may be referenced. Other content is the
intellectual property of the respective third party and all rights are reserved

to them.

Reproduction or redistribution of any of this information is expressly
prohibited without the prior written consent of World Gold Council or the
appropriate copyright owners, except as specifically provided below.
Information and statistics are copyright © and/or other intellectual property
of the World Gold Council or its affiliates (collectively, “WGC") or third-party

providers identified herein. All rights of the respective owners are reserved.

The use of the statistics in this information is permitted for the purposes of
review and commentary (including media commentary) in line with fair
industry practice, subject to the following two pre-conditions: (i) only limited
extracts of data or analysis be used; and (ii) any and all use of these
statistics is accompanied by a citation to World Gold Council and, where
appropriate, to Metals Focus, Refinitiv GFMS or other identified copyright

owners as their source. World Gold Council is affiliated with Metals Focus.

WGC does not guarantee the accuracy or completeness of any information
nor accepts responsibility for any losses or damages arising directly or

indirectly from the use of this information.

This information is for educational purposes only and by receiving this

information, you agree with its intended purpose.

Please contact:

Louise Street
louise.street@gold.org
+44 20 7826 4765

Jeremy De Pessemier, CFA
jeremy.depessemier@gold.org
+44 20 7826 4789

Johan Palmberg
johan.palmberg@gold.org
+44 20 7826 4786

Ray Jia
ray.jia@gold.org
+86 21 2226 1107

Krishan Gopaul
krishan.gopaul@gold.org
+44 20 7826 4704

Juan Carlos Artigas

Head of Research
juancarlos.artigas@gold.org
+1212 317 3826

John Reade
Market Strategist,
EMEA and APAC
john.reade@gold.org
+44 20 7826 4760

Joseph Cavatoni
Market Strategist,

North America
joseph.cavatoni@gold.org
+1212 317 3844

Nothing contained herein is intended to constitute a recommendation,
investment advice, or offer for the purchase or sale of gold, any gold-related
products or services or any other products, services, securities or financial
instruments (collectively, “Services”). This information does not take into
account any investment objectives, financial situation or particular needs of

any particular person.

Diversification does not guarantee any investment returns and does not
eliminate the risk of loss. Past performance is not necessarily indicative of
future results. The resulting performance of any investment outcomes that
can be generated through allocation to gold are hypothetical in nature, may
not reflect actual investment results and are not guarantees of future results.
WGC does not guarantee or warranty any calculations and models used in
any hypothetical portfolios or any outcomes resulting from any such use.
Investors should discuss their individual circumstances with their
appropriate investment professionals before making any decision regarding

any Services or investments.

This information contains forward-looking statements, such as statements

" ou 7

which use the words “believes”, “expects”, “may”, or “suggests”, or
similar terminology, which are based on current expectations and are
subject to change. Forward-looking statements involve a number of risks
and uncertainties. There can be no assurance that any forward-looking
statements will be achieved. WGC assumes no responsibility for updating

any forward-looking statements.

Information regarding Qaurums" and the Gold Valuation Framework

Note that the resulting performance of various investment outcomes that
can generated through use of Qaurum, the Gold Valuation Framework and
other information are hypothetical in nature, may not reflect actual
investment results and are not guarantees of future results. WGC provides
no warranty or guarantee regarding the functionality of the tool, including

without limitation any projections, estimates or calculations.
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