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We try to avoid cliches, but often a picture really is 
worth a thousand words. Here, our goal is to distill a 
timely market topic into just a few words and a chart. 
                                 February 14, 2020  

ON GOLD AS AN INVESTMENT 

Driven by low rates and a dash of geopolitical fun (take your pick―coronavirus, Soleimani, etc.), gold prices are near 6-
year highs. Investors appreciate gold for its simplicity, safe-haven status, and inflation-hedging. While there are reasons 
that gold can be an appealing investment, we recommend any Gold allocation be kept to a small portfolio position. 

The yellow rock has been revered for millennia, used for both jewelry and as a means of payment dating back thousands 
of years. But while venerated, gold…is still just a rock. Its scarcity, status, global nature and permanence make it a better 
investment option than many of its peers, but as with all precious metals, gold’s use-case is limited. 

There are no cash flows associated with gold―no interest or dividends, no sales or earnings (and in fact, there is actually 
a cost to store it). Our chart below displays the performance of gold against the stocks, but it is useful to consider the 
fundamental difference between the two. A stock is a share of ownership in a living, breathing company; a share of 
factories, intellectual property, and a library of human capital, among other things.  

 

Still, we’d be foolish to ignore history. Gold has a weak correlation to the stock market and has performed fairly in times of 
crisis. While stocks massively outperformed in the 1990s and 2010s, Gold had its day in the aughts, beating the S&P 500 
by over 250% amid two separate recessions. But the long-term trend is irrefutable. Over a 30-year period, stocks are 
up six-fold against Gold. They offer income for retirees and capital appreciation potential for younger investors. 

As we’ve established, a small allocation to Gold for diversification’s sake may make sense. But for long-term wealth 
creation, we prefer common stocks; for safety & income, bonds. Gold can seem like a haven in times of uncertainty, 
but when has the world ever been certain? As always, we encourage diligence and thought when constructing 
portfolios. Please reach out to your Baird Financial Advisor for guidance in creating a resilient, long-term financial plan. 
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Disclosures 
This is not a complete analysis of every material fact regarding any company, industry or security. The opinions 
expressed here reflect our judgment at this date and are subject to change. The information has been obtained from 
sources we consider to be reliable, but we cannot guarantee the accuracy.   
 
This report does not provide recipients with information or advice that is sufficient on which to base an investment 
decision.  This report does not take into account the specific investment objectives, financial situation, or need of 
any particular client and may not be suitable for all types of investors.  Recipients should consider the contents of 
this report as a single factor in making an investment decision.  Additional fundamental and other analyses would 
be required to make an investment decision about any individual security identified in this report. 
 
For investment advice specific to your situation, or for additional information, please contact your Baird Financial 
Advisor and/or your tax or legal advisor. 
 
Past performance is not indicative of future results and diversification does not ensure a profit or protect against 
loss. All investments carry some level of risk, including loss of principal. An investment cannot be made directly in 
an index.  
 
Copyright 2020 Robert W. Baird & Co. Incorporated.  
 
Other Disclosures  

UK disclosure requirements for the purpose of distributing this research into the UK and other countries for 
which Robert W. Baird Limited holds an ISD passport. 

This report is for distribution into the United Kingdom only to persons who fall within Article 19 or Article 49(2) of the 
Financial Services and Markets Act 2000 (financial promotion) order 2001 being persons who are investment 
professionals and may not be distributed to private clients.  Issued in the United Kingdom by Robert W. Baird 
Limited, which has an office at Finsbury Circus House, 15 Finsbury Circus, London EC2M 7EB, and is a company 
authorized and regulated by the Financial Conduct Authority.  For the purposes of the Financial Conduct Authority 
requirements, this investment research report is classified as objective.   

Robert W. Baird Limited ("RWBL") is exempt from the requirement to hold an Australian financial services license.  
RWBL is regulated by the Financial Conduct Authority ("FCA") under UK laws and those laws may differ from 
Australian laws.  This document has been prepared in accordance with FCA requirements and not Australian laws.   
 
 
 
 
 


