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Is Gold Losing Its Shine?  
A safe haven during the 2020 pandemic, gold rose 20.9%1 
and outperformed the S&P 500 index which gained 18.7%. 
However, the commodity has slowed down in 2021 and is 
down -4.7% for the year2 despite widespread inflation 
concerns. Gold is often viewed as a way to hedge inflation 
risk, and the recent price drop has left many investors 
confused. In addition to inflation, gold is influenced by 
many other factors. A closer look may shed some light.   

Stronger US Dollar: Gold prices are inversely related to 
the US dollar, as seen by the historical price chart. Gold is 
not just a commodity but a monetary asset. The 
international price of gold is quoted in US dollars, so when 
the US dollar rises in value relative to other currencies 
around the world, the price of gold tends to fall in dollar 
terms. In 2021, the US dollar has risen in value as the US 
economic recovery continues, increasing the likelihood of 
higher interest rates down the road. Gold, while shiny, 
does not have a yield or dividend and can struggle when 
interest rates rise and offer additional options for investors 
seeking yield and safety.  
 
 

Source: FactSet. Gold represented by NYMEX Near Term Futures (NY 
GOLD-FDS); US Dollar represented by Nominal Trade Weighted 
Exchange Rate Broad Definition (NEXRD-FDS) 
 

The stock market boom: While gold has an inverse 
relationship with the dollar, its relationship with the stock  
market has varied over the years. Investors often perceive 
gold as a haven in the event of a severe market downturn 
and gold has proven its weight during periods of equity 
market selloff, as seen in the chart below.3  
 

Source: Morningstar. Gold represented by LBMA Gold Price PM USD. 
Equity returns represented by S&P 500 Total Return Index.   
 
In 2021, the stock markets have soared as the S&P 500 hit 
53 new record highs through the end of August.4 As 
investors have piled into equities for 2021, the need for a 
haven asset like gold has perhaps taken a backseat.   
 
Crypto mania gains steam: Gold, the conventional way 
of addressing inflation, may have taken a backseat to 
cryptocurrencies as large gains have attracted more 
investors. Despite large gains, it’s important to highlight 
cryptocurrencies are still in their infancy, and there aren’t 
proven track records to show success as a hedge against 
inflation. 

In the near-term, gold can be impacted by many other 
factors beyond inflation as discussed so far, but that still 
leaves the question of whether gold is a proven inflation  
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Source: Morningstar. Inflation represented by Consumer Price Index for  
All Urban Consumers, not seasonally adjusted, 1982-1984.  
Gold represented by LBMA Gold Price PM USD 

 
 
 

hedge. A look at the longer-term data on the historical 
record of gold as a hedge against inflation shows mixed  
results. According to research by Morningstar, during the 
high inflationary period of the 1970s, where the average 
annual inflation rate was roughly 9.3%, gold generated 
stellar returns of 35%.5 However, during the more 
moderate inflationary environments of the early 1980s and 
1998-91, gold had negative returns.  
  
Gold’s inconsistent historical relationship with inflation and 
potential competition from newcomers like 
cryptocurrencies may give pause to some investors, who 
now have more investment options than ever before.  
However, given low correlations with equities, gold may 
still have a role in diversified portfolios as a hedge against 
potential downturn. In short, gold hasn’t lost its shine, but 
factors such as a strong US dollar, stock market boom, 
and crypto mania have made today’s portfolios more 
dynamic.  

 
 
 

1 Gold is represented by the Bloomberg Gold Sub Index.  Return Source: FactSet. 
2 Source: FactSet. Year to date returns through August 27th, 2021.  
3 https://www.morningstar.com/articles/993455/beware-the-hype-when-investing-in-gold 
4 https://www.wsj.com/articles/global-stock-markets-dow-update-08-30-2021-11630310455 
5 https://www.morningstar.com/articles/993455/beware-the-hype-when-investing-in-gold 
 

                                                           

Nolan Wealth Management, LLC, Founder, President & Wealth Advisor, Brian A. Nolan, CLTC, offers 
investment advisory and financial planning services offered through Summit Financial, LLC, an SEC 
Registered Investment Advisor, doing business as Nolan Wealth Management, LLC, Founder, President & 
Wealth Advisor, Brian A. Nolan, CLTC. Summit headquartered at 4 Campus Drive, Parsippany, NJ 07054. 
Securities offered through Purshe Kaplan Sterling Investments, Member FINRA/SIPC, headquartered at 80 
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Data in this report is obtained from sources which we believe to be reliable, but we do not warrant or guarantee the timelines or 
accuracy of this information. Individual investor portfolios must be constructed based on the individual’s financial resources, 
investment goals, risk tolerance, investment time horizon, tax situation and other relevant factors. Consult your financial professional 
before making any investment decision. Past performance is no guarantee of future results. Diversification/asset allocation does not 
ensure a profit or guarantee against a loss.  Investments through PKS or Summit Financial, LLC are not FDIC insured, not bank 
guaranteed, may lose value, including loss of principal, not insured by any state or federal agency.  
 
Economic and market forecasts presented herein reflect our judgment as of the date of this presentation and are subject to change 
without notice.  These forecasts are subject to high levels of uncertainty that may affect actual performance.  Accordingly, these 
forecasts should be viewed as merely representative of a broad range of possible outcomes. These forecasts are estimated, based 
on assumptions, and are subject to significant revision and may change materially as economic and market conditions 
change.  These forecasts do not take into account the specific investment objectives, restrictions, tax and financial situation or other 
needs of any specific client.   
 
The LBMA Gold Price is administered independently by ICE Benchmark Administration (IBA). The IBA provides the price platform 
and methodology as well as the overall administration and governance for the LBMA Gold Price. There are seventeen direct 
participants who have been accredited to contribute to the LBMA Gold Price.  The LBMA Gold Prices are the global benchmark 
prices for unallocated gold delivered in London. 
 
The Standard & Poor’s 500 Index (S&P 500) is an unmanaged group of securities considered to be representative of the stock 
market.  
 
The S&P 500 Index is a market-capitalization-weighted index of the 500 largest publicly-traded companies in the U.S. It is not an 
exact list of the top 500 U.S. companies by market capitalization because there are other criteria to be included in the index. The 
index is widely regarded as the best gauge of large-cap U.S. equities. Other common U.S. stock market benchmarks include the 
Dow Jones Industrial Average, or Dow 30, and the Russell 2000 Index, which represents the small-cap index.  
 
The Russell 2000 index, created in 1984 by the Frank Russell Company, is comprised of 2000 small-capitalization companies. It is 
made up of the bottom two-thirds in company size of the Russell 3000 index. The larger index reflects the movements of nearly 98% 
of all publicly traded U.S. stocks. The Russell 2000 index is a commonly used benchmark for mutual funds that identify themselves 
as "small-cap," much like the S&P 500 index is used to benchmark large-capitalization stocks.   

 


