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“The	investment	case	

for	gold	has	gained	

interest	recently	with	the	potential	for	higher	

domestic	inϔlation,	the	proliferation	of	global	

negative	rates,	geopolitical	uncertainty,	and	an	

unprecedented	increase	in	ϔiscal	and	monetary	

stimulus	from	central	banks.”	
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Q:	Why	would	an	investor	want	gold	in	their	portfolio?	
Pasts:	The investment case for gold has gained interest recently with higher domestic and global in lation, geopolitical 
uncertainty, and an unprecedented increase in iscal and monetary stimulus from central banks.  

Q:	Do	most	Advisors	have	a	percentage	of	an	investor’s	portfolio	allocated	to	gold?		
Braley: Many advisors seek to allocate two to six percent of clients’ portfolios to gold as a hedge against a market collapse1.  
However, client pushback is common. Many clients view gold as a “dead” asset, given its inability to generate income. (Warren 
Buffet has espoused this view with his famous criticism that gold is something people dig up from the ground only to put back 
in the ground.) Other traditional arguments against holding gold have been largely focused around the cost of storage, and its 
volatility. 

Q:	Is	gold	a	good	long‐term	investment?	
Pasts: Yes, for many investors it is. Gold has a respectable long-term track record as an asset class and has outperformed the 
S&P 500 TR Index over the last twenty-three years between 12/31/1999 through 12/31/2022, as seen in the line chart below. 
Not only has gold outperformed the S&P over that time frame, it has done so with less risk as de ined by Average Drawdown 
and Max Drawdown, and with extremely low Correlation to equities, illustrated in the stats table below.  
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Annual 
Return

Correlation
Average 

Drawdown
Max 

Drawdown
LBMA Gold Price PM Index 8.29% - -14.73% -44.62%

S&P 500 Index 6.28% 0.00 -16.24% -55.25%



Q:	Isn’t	a	timing	strategy	inconsistent	with	why	people	own	gold?			
Pasts: People own gold for many reasons. A timing strategy might not be right for a committed “gold bug” who simply wants to        
accumulate the metal. But it might be bene icial for an investor who wants an in lation hedge that’s part of a larger, diversi ied    
portfolio.  

The potential bene it of a timing strategy is that the asset may be there when you need it with respect to in lation—while also          
potentially generating returns.	

 

Q:	When	did	you	begin	trading	the	Gold	Tactical	Asset	Allocation	Portfolio?			
Pasts: The BTS Gold Tactical Asset Allocation Portfolio has been active since 1/6/2020. 

 

Q:	What	is	the	strategy’s	objective?	
Pasts: The aim of the strategy is to participate in the capital appreciation of gold in a risk-managed manner.   

Our focus is medium-term price trends. If we see a positive medium-term trend, we invest primarily in gold. If we think the trend 
is sideways, we’re more likely than not to be invested. When we see a down trend, we shift to cash or money market funds and 
watch for an attractive reentry point. We believe a tactical approach can offer investors a risk-managed exposure to gold with 
lower volatility, lower drawdowns, and a superior risk/return pro ile. 

 

Q:	How	would	you	characterize	the	core	of	your	quantitative	model?	
Pasts: Our trading is technically based where buy and sell signals are generated according to trend and momentum indicators. 

The models are monitored daily by a portfolio management team to monitor their effectiveness. We always try to manage 
through a luid model process. We are reviewing potential strengths and weaknesses and looking for ways to improve the entry 
and exit points. 

 

Q:	What	instruments	does	the	strategy	trade?		
Braley: There are many ways to trade the price of gold, from exchange-traded funds, to gold miners, to the physical metal itself. 
Since this is a timing strategy—and not a “buy it and forget it” strategy—our focus is on trading liquidity, convenience and   
avoiding unnecessary costs.  

Exchange-traded funds best it those parameters. In addition, the strategy may make allocations to gold miners and to other pre-
cious metal asset classes.	

 

Q:	What	is	the	LBMA	Gold	Price	Index?	
Braley:	It is the global benchmark price for unallocated gold delivered in London. Producers, banks, and market participants 
from all around the globe make transactions using the benchmark as a reference price.  The  price is set twice daily at 10:30 AM 
and 3:00 PM London Time each business day. While we as tactical managers don’t necessarily benchmark to the index, we do use 
it as a way to gauge the performance of our models.  

 

Q:	Does	the	LBMA	Gold	Price	Index	correlate	with	the	equity	and	bond	markets?	
Braley: No, gold has very low correlation to the major indexes. 

 

 

 

 

 

 

 

 

 

 

 
 

Source: Morningstar Direct 

12/31/2002 through 12/31/2022 Correlation
LBMA Gold Price PM Index 1.00

Bloomberg Agg Bond Index 0.31

Bloomberg US Treasury 10+ Year Index 0.23

Dow Jones Industrial Average Index 0.03

S&P 500 Index 0.06

MSCI ACWI Ex-US Global Equity Index 0.15

US Dollar Broad Index -0.32



 

Q:	What	should	clients	be	concerned	about	regarding	investing	in	Gold?	
Pasts: Gold has the potential to serve as a hedge to both the bond and the equity parts of one’s portfolio, making it a versatile 
instrument. It is not, however, without periods of high volatility and large drawdowns, and thus we feel it is essential to use a 
tactical approach to successfully allocate a portion of one’s portfolio to gold.  The volatility of Gold can be seen in the below 
chart. 

 

In the last 60 years, there have only been ive sustained gold bull runs, the most recent of which is still taking place today. The 
ends of these runs have historically led to substantial selloffs, but within these bull runs there are many times where there are 
10% or greater declines. Conversely, during bear markets, there are periods of time where the market rallies greater than 10%. 
This inability for the market to operate in a straight line highlights the need for tactical management. 

 

 

 

Source: Bloomberg 
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Q:	What	conditions	would	produce	a	positive	return	in	gold?	
Braley:	Gold tends to produce a positive trend when there is uncertainty in the economy. This can be seen in the chart below 
during the “Lost Decade” of the 2000s when the S&P TR Index produced an annualized return of just -.95%, including the 
reinvestment of dividends, and Gold produced an annualized return of 14.12%. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Q:	How	does	Gold	relate	to	U.S.	Government	Debt	and	the	U.S.	Dollar?	
Pasts:	Price movements of gold are strongly in luenced by both the U.S. Federal Debt, and consequently, the U.S. Dollar. When the 
national debt soars, it undermines con idence in the economy as well as the U.S. Dollar, and thus spurs safe-haven demand for 
gold. This is largely due to worries about in lation and concerns about whether the government will be able to meet its growing 
debt payments, or if it will be forced to cut spending or increase taxes, potentially hampering economic growth. This can be seen 
in the following two charts, irst as the strong inverse relationship between gold and the U.S. Dollar, and secondly, the tendency 
for the price of gold to grow alongside the level of federal debt. 

 

 

 

Source: Bloomberg 
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1/1/2000-12/31/2009
Annual 
Return

Correlation
Average 

Drawdown
Max 

Drawdown
LBMA Gold Price PM Index 14.12% - -14.28% -29.54%

S&P 500 Index -0.95% -0.06 -20.05% -55.25%
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Q:	What	conditions	would	create	negative	returns	for	gold?	
Braley:		While gold is often seen as a safe haven, it is still a produced commodity that is subject to the forces of supply and 
demand. When miners produce gold in excess, there may be downward pressure on the price of gold. On the other side of the 
equation, demand for gold may wane when the market anticipates certain economic conditions such as low future in lation or a 
surge in the stock market.    

Q:	Can	Gold	improve	the	efϐiciency	of	a	diversiϐied	portfolio?	
Braley:	Gold’s unique investment characteristics mean that adding a long-term allocation can potentially improve overall 
ef iciency of a diversi ied portfolio. Gold’s persistently low correlation to other assets and ability to reduce portfolio 
drawdowns can improve a diversi ied portfolio. 
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20%

30%

40%

50%

60%

70%

80%

90%

100%

110%

$0

$500

$1,000

$1,500

$2,000

$2,500

1970 1974 1978 1982 1986 1990 1994 1998 2002 2006 2010 2014 2018 2022

Gold vs. U.S. Federal Debt, 12/31/1970   ‐ 12/31/2022

LBMA Gold Index

U.S. Federal Debt as % of GDP

12/31/2002 through 12/31/2022
Annual 
Return

Correlation
Average 

Drawdown
Max 

Drawdown
Standard 
Deviation

LBMA Gold Price PM Index 8.62% 1.00% -11.35% -41.55% 17.04%

Bloomberg Agg Bond Index 3.10% 0.31% -2.61% -17.18% 3.88%

Bloomberg US Treasury 10+ Year Index 4.08% 0.23% -8.70% -39.06% 11.44%

Dow Jones Industrial Average Index 9.78% 0.03% -9.48% -47.16% 14.34%

S&P 500 Index 9.80% 0.06% -9.92% -50.95% 14.76%

MSCI ACWI Ex-US Global Equity Index 8.04% 0.15% -11.18% -54.92% 15.56%



CitaƟons: 
1 https://www.thestreet.com/retirement-daily/your-money/what-to-know-before-adding-gold-to-your-
portfolio 

Disclosures: 

BTS Asset Management, Inc. is not a Commodity Advisor or Commodity Pool Operator/Advisor. The portfolio 
does not invest in, and BTS does not, as part of this or any available strategy, recommend or provide advice 
related to instruments that are principally regulated under the Commodity Exchange Act, as administered by 
the Commodities Futures Trading Commission (CFTC). The portfolio does not hold, or trade instruments 
classified as Commodity Pools, commodity futures contracts, or in any other instrument primarily regulated by 
the Commodity Exchange Act. The portfolio only invests in exchange traded products that offer indirect 
exposure to precious metal sectors and that qualify as publicly traded securities. Investments are selected 
only if they disclose by prospectus that they will not hold or trade in commodity futures contracts regulated 
by the Commodity Exchange Act and that they are not classified as Commodity Pools. BTS is not registered 
with the CFTC and, therefore, is not subject to CFTC jurisdiction. Clients and prospective clients should note, 
therefore, that investment in the BTS Gold Tactical Asset Allocation Portfolio will not receive regulatory 
protections afforded to investors in products principally regulated by the CFTC. 

Investments are subject to risk; loss of capital is possible. It should not be assumed that investment 
decisions made in the future will be profitable or will equal past performance, as no particular strategy 
or investment approach can guarantee future results or entirely protect against loss of principal. Broad-
based securities indexes are unmanaged and not subject to fees and expenses typically associated with 
managed accounts or investment funds, which also are typically invested in substantially fewer 
securities. The volatility of the indexes is materially different from that of the portfolios. Performance 
will vary depending on the particular funds selected and there is no guarantee that funds used in the 
portfolio will closely match the above indexes. Mutual funds have their own fund expenses, which 
costs are borne by Client. 

This commentary has been prepared for informational purposes only and should not be construed as an offer to 
sell or the solicitation to buy securities or adopt any investment strategy, nor shall this commentary constitute 
investment advice. This commentary may contain opinions and assumptions that are forward-looking in nature. To 
the extent this material constitutes an opinion or assumption, recipients should not construe it as a substitute for 
the exercise of independent judgment. This material has been prepared from information believed to be reliable, 
but BTS Asset Management, Inc. makes no representations as to its accuracy or reliability. The views and opinions 
expressed herein are subject to change without notice. 

This material may be provided to clients and potential clients by third parties (other than current clients or 
investors) which may constitute an endorsement under Rule 206(4)-1 promulgated under the Investment 
Advisers Act of 1940. Cash compensation of 0-1.25%, as selected by solicitor, of account value may be paid 
annually to such third parties who act as solicitors for BTS and its investment strategies. Payment of such 
compensation presents a potential conflict of interest in that such third parties are paid only in the event an 
investor becomes a client of BTS and payments are ongoing as long as client remains a client of BTS. Please 
see BTS’ ADV Part 2 for more specific details.  
 

 



You should carefully read the prospectuses in their entirety, which are available from your financial 
representative. Each investor’s situation is unique so please work with a professional financial adviser, tax 
accountant or legal representative, as applicable, to develop an individualized plan or address any 
questions you may have.  

LBMA is the London Bullion Market Association (LBMA) is a London-based international trade association that 
represents the wholesale over-the-counter gold and silver market in London. The LBMA Gold Price PM is set 
in the London gold market at 15:00 GMT, in U.S. dollars, serving as a benchmark for pricing gold. It is 
widely used by producers, consumers, investors and central banks. Bloomberg Aggregate Bond Index is 
comprised of government securities, mortgage-backed securities, asset-backed securities and corporate 
securities with maturities of one year or more to simulate the universe of bonds in the market. Bloomberg US 
Treasury 10+ Year Index is the Index that measures the performance of the U.S. Government bond market 
and includes public obligations of the U.S. Treasury with a maturity of over ten years. Certain special issues, 
such as state and local government series bonds (SLGs), TIPS and STRIPS are excluded. Securities must be 
fixed rate and rated investment grade, as defined by the Index methodology. The Dow Jones Industrial 
Average Index tracks the total return of the member stocks of the DJI Index. Dividends are reinvested. This 
index prices once per day at market close by Dow Jones. The index is quoted in USD. S&P 500 Index 
includes 500 leading companies in leading industries of the U S economy and is a proxy for the total stock 
market. MSCI - The MSCI AC World Index ex USA Index is a free-float weighted equity index that captures 
large and mid-cap representation across 22 of 23 Developed Markets (DM) countries (excluding the US) and 
27 Emerging Markets (EM) countries. U.S. Dollar Broad Index is the trade-weighted US dollar index, also 
known as the broad index, is a measure of the value of the United States dollar relative to other world 
currencies using nominal exchange rates. 10-Year Treasury Constant Maturity Rate is the Yields on Treasury 
nominal securities at “constant maturity” are interpolated by the U.S. Treasury from the daily yield curve for 
non-inflation-indexed Treasury securities. This curve, which relates the yield on a security to its time to 
maturity, is based on the closing market bid yields on actively traded Treasury securities in the over-the-
counter market. These market yields are calculated from composites of quotations obtained by the Federal 
Reserve Bank of New York. The Breakeven Inflation Rate represents a measure of expected inflation derived 
from 10-Year Treasury Constant Maturity Securities and 10-Year Treasury Inflation-Indexed Constant 
Maturity Securities. The latest value implies what market participants expect inflation to be in the next 10 
years, on average. Starting with the update on June 21, 2019, the Treasury bond data used in calculating 
interest rate spreads is obtained directly from the U.S. Treasury Department. Prior to June 21, 2019, the 
date came from the Federal Reserve Bank of St. Louis. Correlation measures how two securities move in 
relation to one another based on monthly returns. 
 

 

 

 

 

 

 

 

 

 

 

 
 

 

 

 

 

About BTS Asset Management 
Founded in 1979, BTS Asset Management is one of the oldest risk managers, managing traditional 
assets with a nontraditional approach. BTS has a multi-year track record in tactical fixed income and 
equity management. Our goal is to find opportunities with the potential to take advantage of rising 
markets while working to manage losses during downturns. 
BTS: 

 Seeks to defend capital 
 Aims to offer upside potential 
 Strives to reduce volatility while delivering consistent long-term returns 

BTS ASSET MANAGEMENT 
55 Old Bedford Road, Suite 203 
Lincoln, MA  01773 
800 343 3040 
Fax:  781 860 9051 
Email:  info@btsmanagement.com 
Website:  www.btsmanagement.com 

FIND OPPORTUNITY 


