Gold has a way of turning certainty gold into a performance. One week the market is pricing a dramatic rebound,
the next week it is worried about liquidity, growth, and positioning all at once. The uncomfortable truth is that a
“"forecast” can slide from useful planning into false precision, especially with gold. The better approach is scenario

thinking: not a single answer, but a set of plausible paths, each tied to specific conditions you can actually observe.

| learned this the hard way early in my career when | treated every gold move like it had one clean cause. In
hindsight, the move that looked like a “broken trend” was really a collision of factors. Central bank buying was
supportive, real yields drifted, the dollar tightened, and suddenly the same chart that looked unstoppable started
behaving like a range-bound instrument. After that, | stopped asking “where will gold go” and started asking

“what has to be true for gold to do X.”

This is what scenario forecasting is for. It keeps you honest about uncertainty, and it gives you a decision

framework you can revisit as the evidence changes.

Forecasting is a claim about the world, not just the chart

When people talk about gold forecasts, they often talk as if price is a prediction problem. But gold is a macro asset
with a few persistent "handles” that react to the same big forces in different combinations. That means the path

matters less than the regime.

A clean prediction implies the regime will hold. Scenarios assume regimes can shift. In practice, regimes shift

because the drivers shift.
For gold, the drivers typically include:

® Real interest rates and expected inflation

® The strength of the US dollar and broad risk sentiment

® Liquidity and volatility conditions

® Supply and demand dynamics, including official-sector buying and recycling
* Positioning, leverage, and flows, which can amplify moves

The tricky part is that these forces do not announce themselves one at a time. They overlap. Even when you are

“right” about the direction of one driver, another driver can overpower it for a while.

So the useful question becomes: under which conditions does gold typically strengthen or weaken, and what

evidence would tell you those conditions are actually forming?

The core framework: conditions, not numbers

There are many ways to structure scenarios. | like a simple discipline: anchor each scenario in observable

conditions, then outline what you would expect in gold if those conditions play out.
That sounds obvious, but it forces you to separate two things:

1. Your directional view (bullish, bearish, neutral)

2. Your path logic (what must be true for that view to hold)

Without path logic, forecasts degrade into wishful thinking. With it, you can revisit your thesis and adjust when the

market changes its mind.
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Here's a way to think about it that avoids the common trap of treating every rally as a permanent breakout or

every dip as a buying opportunity.

Five practical scenario building blocks
You can mix and match these, but | find they cover most of what matters for gold over meaningful horizons:

1. Real rates rise faster than inflation expectations

2. Real rates fall or stay contained while inflation expectations stay sticky

3. The dollar strengthens materially, especially versus currencies tied to growth
4. Risk sentiment deteriorates and liquidity stress increases

5. Physical demand tightens (or loosens) relative to availability, including official-sector flows

Each block suggests different gold behavior. Sometimes blocks reinforce each other, which can produce sustained

moves. Sometimes they conflict, which often creates choppy action or sharp reversals.

Scenario design: how to keep it grounded

A good scenario does not need a precise endpoint. It needs internal consistency. If you write a bull case for gold, it

should come with a reason that could plausibly continue.

When | build scenarios, | start with “what would change” rather than “what will happen.” For example, if you expect
gold to benefit from falling real yields, you should define what “falling” means in your own language, not in
someone else’s model. It could be a multi-week trend rather than a single day move. It could be a sustained

reduction in implied rate paths, not just a dip in a single bond auction read.

| also try to avoid calendar overconfidence. Gold does not follow a neat seasonal script. It reacts to policy
expectations and growth expectations, and those can shift quickly around data surprises, central bank

communications, and geopolitical events.

So, scenario forecasting becomes a dynamic exercise. You are not handing in a single forecast. You are setting up a

monitoring plan for when one scenario starts looking more likely than another.

Scenario 1: Gold supported by easing real rates

A common bull engine for gold is falling real interest rates. The intuition is straightforward: when investors can
earn less in “real” terms from safe assets, the opportunity cost of holding non-yielding bullion tends to decline.

Even if inflation is not surging, the market often treats lower real yields as a friend to gold.

But the bull story is more nuanced than “rates down equals gold up.” Real yields can gold coins for sale fall for
different reasons. They might fall because inflation is rising faster than nominal yields, or because nominal yields

are falling faster than inflation expectations, or because the growth outlook is weakening.

In many episodes, gold responds best when falling real yields coincide with a stable or resilient inflation
expectation backdrop. If real yields fall because inflation expectations collapse along with growth, the picture can
become messy. Growth fears can still support gold, but it may also pull risk assets down in a way that changes

liquidity dynamics and the dollar’s behavior.

What you would watch to validate this scenario is not just "bond yields are lower.” It's the direction and

persistence of real yields over several weeks and whether inflation expectations are stable.

How gold might behave if this scenario plays out:
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* A steadier upward drift or gradual breakout rather than a single spike
® Reduced sensitivity to minor equity rebounds

* The dollar may soften, but not always. If the dollar stays firm while real yields ease, gold can still grind higher,

just with more volatility.

The practical risk in this scenario is that real rates can reverse quickly when markets reprice policy expectations. A
single data print or central bank shift can shift nominal yields enough to lift real yields and compress gold's

momentum.

Scenario 2: Sticky inflation expectations and policy uncertainty

Sometimes real yields do not fall dramatically. Instead, inflation expectations remain elevated or become more

contested, and markets struggle to pin down how aggressively policy will respond.

Gold tends to like uncertainty, but it likes the right kind. If uncertainty is tied to inflation persistence, gold often
finds support. If uncertainty is tied to deep recession where deflation fears take over, gold's relationship can

become less clean.

In this scenario, the key is the balance between inflation expectations and nominal policy paths. Gold can benefit

when:

* |nflation expectations do not retreat quickly
* The market fears policy may have limited room or political constraints
* Real yields remain capped, even if nominal yields are not collapsing
I've seen gold act stubbornly in this regime. It can refuse to rally hard, yet it also refuses to break down. That's a

specific kind of supportive behavior, not a lack of conviction. You're seeing demand for protection and hedging

remain active.

If you were monitoring this scenario, you'd look for signs that inflation expectations are not cooling and that
central bank guidance has become less deterministic. The “less deterministic” part matters because it affects the

pricing of future rate moves.
Gold's risk here is twofold:

e |finflation expectations fade, gold can lose its hedging bid.

e |f credible policy tightening arrives and real yields rise, gold may correct quickly, even if inflation has not fully

normalized.

Scenario 3: The dollar turns into a headwind

Gold often trades like a dollar asset in disguise. A stronger dollar can pressure gold, not because it changes gold's
fundamental value, but because it changes the relative attractiveness of dollar-denominated assets and tightens

financial conditions globally.

The dollar effect is rarely singular. It often comes with a mix of risk sentiment and rate expectations. If the dollar
strengthens because yields rise, gold typically struggles. If the dollar strengthens because markets demand safety

while policy rates are stable, gold can be more mixed, but usually not the “smooth up” kind of supportive.

This scenario is one of the most underestimated in retail gold discussion. People talk about gold as a hedge, but

hedges can still face temporary price pressure when the dollar is rising and liquidity is behaving differently.



How to tell if this scenario is truly forming:

* The dollar is not just up intraday, it is strengthening relative to major peers over a sustained period
* Real yields are not falling to offset the dollar move

® Risk sentiment may be choppy, with rotation into “cash-like” trades

If this scenario plays out, the most likely gold behavior is range-bound to downward bias. Sometimes you get
sharp downdrafts, especially if positioning becomes crowded. But often it is less dramatic and more frustrating:

rallies get sold, dips attract only selective buyers.

The opportunity in this scenario is not “buy blindly.” It's recognizing that gold can be cheap for the wrong reasons.
If you buy because you expect a hedge bid while the dollar and real yields keep moving against you, you can sit

through weeks of disappointment.

Scenario 4: Risk-off meets liquidity stress

Gold has two roles in many portfolios. It's a store of value and it's a kind of crisis insurance. In risk-off regimes,

gold often benefits, but the exact mechanism matters.

If risk-off is driven by disorderly markets, funding stress, and a search for reliability, gold can strengthen even if
rates move in ways that would normally be unhelpful. Liquidity matters. In stress, investors often prefer assets

they can always find a buyer for, even if they do not yield.

This is also where gold's relationship with equities and credit can become unstable. Sometimes gold rises because
people are de-risking from financial assets. Sometimes gold rises because the market is looking for a hedge against

tail outcomes.

The scenario you want to capture is not “bad headlines.” It's “bad market plumbing.” You can look for evidence
through spreads, funding pressures, volatility measures, and the behavior of safe-haven flows. You do not need to

obsess over every metric, but you do need confirmation that the risk-off behavior is real, not just narrative-driven.
If this scenario plays out:

® Gold can rally quickly, then consolidate as the initial fear fades
* Volatility around gold increases
¢ Dollar and yields can both move unpredictably, yet gold often maintains relative strength

The biggest risk is false alarms. Markets can “risk-off" briefly and then snap back. In that case, gold's initial move

can reverse because the liquidity stress subsides and investors return to yield-seeking behavior.

Scenario 5: Physical demand tightens, including official-sector flows

Unlike many macro indicators, physical demand is sometimes visible in ways that price action alone does not

reveal. When physical availability tightens, gold can respond even if the macro backdrop is not perfect.

This scenario is tricky because physical demand does not always show up as a smooth line. It shows up through
premiums, changes in trade flows, and shifts in buying behavior. Official-sector purchasing can be supportive, and

private demand can swing based on local currency conditions, consumer sentiment, and seasonal patterns.

| do not claim to forecast physical demand with precision. What | can do is treat physical tightness as a scenario
modifier. If the physical market is supportive, gold may be more resilient to macro headwinds. If physical is weak,

macro headwinds can hit harder because there is less underlying bid.



How gold behaves in a physical tightness scenario often looks like:

® Better downside support during macro pullbacks
e Stronger reaction around times when buyers step in

® Less sensitivity to small changes in yields, at least temporarily

The risk is that physical demand can loosen just as quickly as it tightens, particularly if premiums fall and sellers re-

enter the market. You can end up with a scenario that is true for a period but not persistent.

Putting the scenarios together: what you can realistically expect

A single scenario is rarely the whole story. Over medium horizons, multiple drivers usually overlap. That's why |

prefer to think in terms of “relative likelihood,” even if you never publish it as a probability.
For example:

* Falling real yields plus stable inflation expectations is a cleaner bull mix.

* Falling real yields plus a rapidly strengthening dollar is a mixed outcome, perhaps more volatile.

* Risk-off liquidity stress plus rising real yields is contradictory on paper, yet it can still support gold because
crisis demand overrides opportunity cost.

So instead of “Gold will rise to X,” scenario forecasting says:

* |f conditions A and B keep improving, gold is more likely to trend upward.
* |f condition C turns dominant, gold is more likely to stall or correct.

e |f D and E appear together, gold could see a sharp move, but it might not sustain.

This approach also helps with portfolio decisions. It keeps you from averaging down just because you were early. It

encourages you to time risk around regime changes, not around day-to-day noise.

Edge cases that make gold forecasts fail

If you've ever watched gold behave “wrong” versus a forecast, you know there are edge cases. Some are structural,

some are psychological, and some are both.
A few recurring trouble spots:

First, gold can rally even when real yields rise if liquidity stress or geopolitical uncertainty dominates. The

opportunity cost story gets temporarily trumped by crisis hedging demand.

Second, gold can fall even when inflation seems high if the dollar strengthens sharply and markets price a credible
tightening path that lifts real yields. Gold is a hedge, but it is also a trade with market pricing. When the trade

becomes crowded and the dollar turns into a headwind, hedges can still be sold.

Third, gold can choppily whip between narratives. In transitions, you get what traders call “two-way markets.”
That's not a failure of your analysis. It's a feature of the regime shift. Scenarios should anticipate the possibility of

whipsaws, not just the final destination.

Fourth, the horizon matters. Gold can respond to different drivers over different time scales. A near-term move
might be dominated by positioning and liquidity. A multi-month move might be dominated by real yields and

policy expectations. If you blend horizons without noticing it, your forecast will feel inconsistent.



A practical way to use scenario thinking without pretending you are
omniscient

Scenario forecasting only helps if it changes behavior. Otherwise, it becomes a fancy way to narrate uncertainty.

Here's what | recommend doing in practice.

You can pick a small number of conditions you will track and tie each scenario to them. Then you revisit your
scenario set on a schedule that matches your time horizon. For a swing-oriented view, that might be weekly. For a

longer-term view, monthly updates make more sense.

When evidence shifts, you do not need to abandon everything. You adjust the relative weight of scenarios. If the
data starts supporting one scenario more than the others, you can increase risk modestly. If the evidence turns

against a scenario, you reduce exposure or hedge, instead of arguing with the market.

A short monitoring checklist (no heroics)
To keep it concrete, | would track these items:

1. Direction and persistence of real yields rather than single-day yield moves
2. Dollar trend versus major peers, not just headlines about “the dollar”

3. Market volatility and signs of liquidity stress

4. Inflation expectation signals staying stable or shifting materially

5. Signs of physical tightness through demand-related indicators and premiums where available

You do not need every signal to confirm your view. You need enough alignment to recognize when your earlier

assumptions are breaking.

How to phrase a gold “forecast” that stays honest

If you have ever tried to write a forecast and felt uneasy about the certainty, you are not alone. The market

punishes overconfidence in gold. It is too sensitive to regime shifts.
A better phrasing style sounds like this:

* “If real yields continue falling and inflation expectations remain supported, gold is likely to find buyers on dips.”
e “If the dollar strengthens while real yields rise, gold may struggle to hold gains even if risk narratives worsen.”

e “If liquidity stress resurfaces, gold could outperform quickly, but the move may be uneven.”

This way of writing does not pretend to know the day. It tells the reader what conditions matter and what would

disconfirm the idea.

That is exactly what scenario forecasting is: planning for multiple possible worlds, not betting on a single one.

What would invalidate your scenario set?

You should also define what would prove you wrong. That prevents scenario thinking from becoming a self-

justifying story.

If your bull scenarios rely on easing real yields, then a sustained reversal in real yields and a strengthening dollar

should force you to reassess. If your risk-off scenario relies on liquidity stress, then a clear normalization in spreads



and volatility should make you less confident in a gold insurance bid. If your physical tightness scenario relies on

ongoing demand support, then weakening physical indicators should reduce that support.

Invalidation does not require panic. It just requires consistency. You are not trying to win an argument with price.

You are trying to align with the world as it evolves.

Final thoughts: scenarios are how you respect gold

Gold is not predictable in the tidy way people want. But it is deeply interpretable when you focus on the
conditions behind price.

Scenario forecasting turns the gold question into something manageable. You build cases, you tie them to
observable drivers, and you accept that more than one path can be true at different times. That mindset reduces

regret, because you are not trapped by a single call you have to defend.

In practice, the best gold investors | have met do not “predict.” They monitor, they adapt, and they treat

uncertainty as a cost of doing business rather than a personal failure.

If you want a gold forecast you can actually use, make it a set of scenarios, each with clear conditions and a

defined way to update. That is the difference between a guess and a process.



