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In the first part of our quarterly Gold Report, we review 
the performance of the gold price and touch upon 
other asset classes as well as explore significant 
macro factors, including bond yields, the US Dollar 
and inflation expectations.

Please note that we may refer to 
supply and demand dynamics in this 
commentary but will take a more 
in-depth look into these specific 
contributors in a subsequent report.

i

Market performance 
Pages 03 – 09

Macro factors 
Pages 10 – 15

The gold price fell in Q3, the second-consecutive 
quarter of negative performance, as rising 
bond yields and the continued strength of the 
US dollar weighed on the precious metal. 

• Quarterly price performance

• Quarterly price returns

• Annual price returns

• Asset class returns

• Relative strength of the gold price

•  Gold price return, nominal 
and adjusted for inflation

•  G10 currencies

The Fed continued to raise interest rates during 
the quarter and is expected to increase rates 
further into year-end, as the central bank tries 
to bring down inflation, despite signs the 
economy is softening. 

• Gold price and real bond yields

• Gold price and Fed balance sheet

• Gold price and US interest rates

• Gold price and inflation expectations

• Gold price and the US Dollar

• Gold price and economic risks

Key facts

from Q3 2022

 
Data: Bloomberg, as at 30 September 2022.
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Gold ended September at $1,661, 8.1% lower 
than at the start of the quarter as US real 
yields and a yet stronger USD kept downward 
pressure on the gold price. The metal had three 
consecutive months of negative returns and 
fell to $1,622, its lowest price since March 2020, 
before recovering in the final days of the quarter 
when confidence in central banks took a knock.

 
Past performance is not a reliable indicator of future returns. Source: Bloomberg, in USD, from 30 June to 30 September 2022.
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This was the second consecutive quarter of negative performance for gold 
following its return of -6.7% in Q2. The 8.1% decline in Q3 was the metal’s 
worst quarterly performance since Q1 2021 when it also struggled against 
rising real yields (on the back of the Covid-19 vaccine) and a stronger USD.

 
Past performance is not a reliable indicator of future returns. Source: Bloomberg, in USD, as at 30 September 2022.
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Past performance is not a reliable indicator of future returns. Source: Bloomberg, in USD. 2022 is for the year to 30 September 2022.

Annual price 
returns
Further poor performance means that year-to-date gold has returned 
-9.2% and current forecasts for the macroeconomic environment suggest 
continued headwinds in the near term as the Fed continues to emphasise 
its focus is on managing inflation down, even if there are signs that the 
US economy is beginning to soften. 
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The most recent quarter continued the trend of 
Q2 with all major asset classes delivering negative 
returns. The Fed has been raising rates since 
March, making deposit rates increasingly positive 
although obviously still far behind inflation. 
Unsurprisingly, emerging market equities and 
gold came in at the bottom of the rankings as the 
US dollar has continued to strengthen on the 
back of widening interest-rate differentials.

On a 12-month basis, gold has returned -5.5% 
whereas the wider commodities complex still 
shows a positive return of 10.6%. The broader 
commodity performance is likely to continue 
to fade as we move further away from Russia’s’ 
initial military actions in February. Rising inflation 
has been difficult for most investments, directly 
and in the anticipation of higher rates. US dollar 
strength coupled with concerns over Chinese 
growth has caused emerging market equities 
to underperform.

 
Past performance is not a reliable indicator of future returns. Source: Bloomberg, in USD, as at 30 September 2022.
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Relative strength 
of the gold price
Gold’s technicals worsened during the quarter as 
the shorter moving averages (both 50- and 100-day) 
crossed the 200-day moving average. At the start 
of July, when the 50-day crossed the 200-day series, 
gold sold off sharply into oversold territory on the 
14-day relative strength index. Gold rebounded 
before sliding into oversold territory again at the 
end of the quarter, then rallying on Bank of England 
market interventions.

 
Past performance is not a reliable indicator of future returns. Source: Bloomberg, in USD, to 30 September 2022.
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 Gold price return, nominal  
and adjusted for inflation
Although year-on-year inflation data remains strong in the US, the month-on-month 
picture shows that recently there has been a plateauing. For gold this means that the 
relative real return performance is showing signs of near-term stabilisation also falling 
-8.1% in Q3. On a 12-month basis, gold has returned -12.5%.

 
Past performance is not a reliable indicator of future returns. Source: Bloomberg, in USD, to 30 September 2022.
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G10 currencies 
All major currencies were weaker against the USD in the quarter as the Fed added a further 150 basis points 
to its policy rate. The traditional currency ‘safe havens’ of the Swiss franc and Japanese yen were the better 
currency performers in Q3, returning -3.3% and -6.2% respectively. This is despite the Bank of Japan maintaining 
its rate at -0.1% (where it has been since 2016). All European central banks now have positive policy rates as 
the Swiss National Bank raised its rate to 0.5% from -0.25% in September and the ECB ended the quarter with 
its deposit rate at 0.75% having started Q3 at -0.5%. As gold is non-yielding, it has struggled to compete.

 
Past performance is not a reliable indicator of future returns. Source: Bloomberg, in USD, to 30 September 2022.
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Gold price and 
real bond yields
US real yields strengthened noticeably over 
the quarter, to 1.68%, the highest for 13 years, 
as markets priced in further rate hikes by the Fed. 
This was based on the continuous message from 
the Fed that it was going to pursue its fight against 
inflation until the job was done, suggesting yields 
will remain elevated for the foreseeable future. 
That the US has also embarked on quantitative 
tightening over the past few months is also 
a boost to real yields as inflation expectations 
are falling back to their long-term averages.

 
Past performance is not a reliable indicator of future returns. Source: Bloomberg, in USD, to 30 September 2022.
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Gold price and 
Fed balance sheet
Since September, the Fed has begun reducing its 
balance sheet runoff to its maximum of $95 billion 
per month, as announced in May. At the end of the 
quarter, the Fed balance sheet was $8.8 trillion, 
slightly higher than at the end of 2021. Liquidity 
has given rise to concerns about the Fed ending 
its quantitative tightening programme early, 
the central bank itself expects the programme 
to run for several years but still exit at a much 
higher level than pre-pandemic. Gold may benefit 
from any Fed-induced liquidity issues.

 
Past performance is not a reliable indicator of future returns. Source: Bloomberg, in USD, to 30 September 2022.
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Gold price and 
US interest rates
The Fed funds rate ended the quarter at 3.25%, having added 75 basis points (bps) both at the July 
and September meetings. Current forecasts are for a further 75 bps to be added at the November 
meeting and 50 bps at the December meeting, meaning the US’ policy rate would be at 4.5% at year 
end. Stronger labour market data is keeping year-end 2023 estimates above 4.5% (having peaked 
at 4.75% in Q1 2023), despite softening in other economic series.

 
Past performance is not a reliable indicator of future returns. Source: Bloomberg, in USD, to 30 September 2022.
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Gold price and 
inflation expectations
Inflation expectations have fallen back to 2.2%, 
a clear roll over from the peak in April of this 
year (2.9% for the 10yr breakeven and 2.7% for 
the 5y5y swap), albeit still above the long-term 
average. That expectations are falling is a signal 
that markets have confidence that the Fed 
will manage inflation down in the future albeit 
in the nearest-term inflation remains elevated 
as recession risk has risen.

 
Past performance is not a reliable indicator of future returns. Source: Bloomberg, in USD, to 30 September 2022.

USD per Fine Troy ounce
2,000

1,800

1,600

1,400

1,200

1,000

800

600

400

200
Apr
17

1.5

%
3.5

3.0

2.5

2.0

1.0

0.5

0.0
Apr
15

Apr
13

Apr
11

Apr
09

Apr
19

Apr
07

Apr
21

Gold (LHS) 1,660.61
USD Inflation Swap Forward 5Y5Y (RHS) 2.16
US Breakeven 10 Year (RHS) 2.15

Quarterly price performance 

Quarterly price returns

Annual price returns

Asset class returns

Relative strength of the gold price

 Gold price return, nominal  
and adjusted for inflation

G10 currencies

Market 
performance

Gold price and real bond yields

Gold price and Fed balance sheet

Gold price and US interest rates

Gold price and inflation expectations

Gold price and the US Dollar

Gold price and economic risks

Macro 
factors 



 
14

Gold price and the 
US Dollar
The USD continued to strengthen as the Fed 
continued to add rate hikes as expected and more 
than other central banks: the ECB added 125bps 
and is 58% of the USD (DXY) index; Japan’s rate 
was unchanged and is 14% of the index; the Bank 
of England added 100bps and is 12% of the index. 
The Bank of Canada added 175bps to its policy 
rate in the quarter, the only central bank in the 
USD index (9%) to hike more than the Fed, but 
CAD still weakened against the USD. The USD also 
benefitted from political events in the UK and Italy 
in September.

 
Past performance is not a reliable indicator of future returns. Source: Bloomberg, in USD, to 30 September 2022.
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Gold price and 
economic risks
US economic uncertainty has been trending higher through 2022 as the Fed has been 
tightening economic conditions but also Biden signed the Inflation Reduction Act 
into law in Q3 2022. Previously titled the Build Back Better plan, the reworked Inflation 
Reduction Act is expected to reduce the US deficit by up to $300 billion over the course 
of the following 10 years covering areas from health to climate change.

 
Past performance is not a reliable indicator of future returns. Source: Bloomberg, in USD, to 30 September 2022.
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Investment Risks 

The value of investments and any income will 
fluctuate (this may partly be the result of exchange 
rate fluctuations) and investors may not get back 
the full amount invested. 

Important Information 

This marketing communication is exclusively 
for use by Professional Clients and Financial 
Advisers in Continental Europe as defined 
below, Qualified Clients/Sophisticated Investors 
in Israel and Professional Clients in Dubai, Ireland, 
Isle of Man, Jersey, Guernsey and the UK. It is not 
intended for and should not be distributed to, 
or relied upon, by the public.

Data as at 30 September 2022, 
unless otherwise stated.

By accepting this document, you consent 
to communicating with us in English, unless you 
inform us otherwise. 

Where individuals or the business have expressed 
opinions, they are based on current market 
conditions, they may differ from those of other 
investment professionals, they are subject to 
change without notice and are not to be construed 
as investment advice. 

This document is marketing material and is 
not intended as a recommendation to invest 
in any particular asset class, security or 
strategy. Regulatory requirements that require 
impartiality of investment/investment strategy 
recommendations are therefore not applicable 
nor are any prohibitions to trade before publication. 

For the distribution of this communication, 
Continental Europe is defined as Austria, Belgium, 
Croatia, Czech Republic, Finland, France, Germany, 
Hungary, Italy, Luxembourg, The Netherlands, 
Norway, Romania, Spain, Sweden and Switzerland.

In Israel, this document may not be reproduced 
or used for any other purpose, nor be furnished 
to any other person other than those to whom 
copies have been sent. Nothing in this document 
should be considered investment advice or 
investment marketing as defined in the Regulation 
of Investment Advice, Investment Marketing and 
Portfolio Management Law, 1995 (“the Investment 
Advice Law”). Investors are encouraged to seek 
competent investment advice from a locally licensed 
investment advisor prior to making any investment. 
Neither Invesco Ltd nor its subsidiaries are licensed 
under the Investment Advice Law, nor does it carry 
the insurance as required of a licensee thereunder.

Any calculations and charts set out herein are 
indicative only, make certain assumptions and 
no guarantee is given that future performance 
or results will reflect the information herein.
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Invesco Asset Management Deutschland GmbH, 
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