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G old has long been a store of value and a hedge against inflaƟon, but what merit is there in allocaƟng a part of a 
conservaƟve fixed income porƞolio into gold? The current state of Fiscal and Monetary policies presents risks to 

even the safest of investments, such as U.S. Treasuries. It is with this in mind that gold may be able to act as a hedge 
against rising rates and a potenƟal bear market in bonds. 

T«� PÊã�Äã®�½ ¥ÊÙ � B��Ù M�Ù»�ã ®Ä BÊÄ�Ý 

A bear market in bonds would be exacerbated with higher inflaƟon. With easy monetary policy and a debt‐to‐GDP raƟo 
quickly approaching the historical highs set during the post‐WWII era, rates will eventually have to move higher to aƩract 
demand for the conƟnued issuance of debt. In short, sustained easy access to money and increasing deficits is a cause for 
concern that inflaƟon will re‐emerge in the economy and send yields higher. 

A R�Ù� GÊ½� Bç½½ RçÄ 

In the last 56 years, there have only been five sustained gold bull runs, the most recent of which is sƟll taking place today. 
The ends of these runs have historically led to substanƟal selloffs, but within these bull runs there are many Ɵmes where 
there are 10% or greater declines. Conversely, during bear markets, there are periods of Ɵme where the market rallies 
greater than 10%. This inability for the market to operate in a straight line highlights the need for tacƟcal management. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

BEING TACTICAL WITH GOLD 

10% Counter‐Rallies in a Bear Market 

10% Drawdowns in a Bull Market 

Source: Bloomberg 
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B�®Ä¦ T��ã®��½ M�ù B� EÝÝ�Äã®�½ ¥ÊÙ GÊ½� 

The main reason gold falls in and out of favor with investors is that it is a commodity and does not offer the income of 
bonds or the growth of stocks. However, when gold is trending due to economic underpinnings like inflaƟon or uncertainty 
with the future state of the economy, it has the potenƟal to boost a fixed income porƞolio. In Ɵmes of inflaƟon when rates 
rise and bonds do poorly, gold will offer a hedge to that part of the porƞolio. On the other hand, when there is immense 
fear in the market and bonds soar, gold usually follows suit. It thus has a potenƟal to serve as a hedge to both the bond 
and the equity parts of one’s porƞolio, making it a versaƟle instrument. It is not, however, without periods of high volaƟlity 
and large drawdowns, and thus it is essenƟal to use a tacƟcal approach to successfully allocate a porƟon of one’s porƞolio 
to gold.  

 

 

 

 

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, 

Gold Prices ‐ 1965 to 2021 
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About BTS Asset Management 

Founded in 1979, BTS Asset Management is one of the oldest risk managers, managing tradiƟonal assets with a 
nontradiƟonal approach. BTS has a mulƟ‐year track record in tacƟcal fixed income and equity management. Our goal is 
to find opportuniƟes with the potenƟal to take advantage of rising markets while working to manage losses during 
downturns. 
 
BTS: 
 

 Seeks to preserve capital 

 Aims to offer downside protecƟon and upside potenƟal 

 Strives to reduce volaƟlity while delivering consistent long‐term returns 

BTS Asset Management 
420 Bedford Street, Suite 340 
Lexington, MA  02420 
800 343 3040 
Fax:  781 860 9051 
Email:  info@btsmanagement.com 
Website:  www.btsmanagement.com 

FIND OPPORTUNITY

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. 


