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Figure 1: Gold in the past decade 
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 The Era of Gold during the US Elections 
 
Introduction 
 

Since the launch of our inaugural issue in July, customers and 

friends have responded enthusiastically. The geopolitical  

situation continues to be turbulent, and the pandemic severely 

affects the economies of many countries. As a main hedging 

tool, gold has repeatedly stood in the spot light in the past 

months. We will continue to analyze the current situation for 

our readers, and explain the profound things in easily 

understandable terms.  

 

Impact of the Epidemic 
 

Our last issue explained the impact of the pandemic on the 

financial markets, as we enter the fourth quarter, the 

pandemic has still not been controlled. At the time of writing, 

another wave has emerged as the northern hemisphere 

enters the autumn/winter seasons. In the past months, many 

countries have adopted relief measures such as distributing 

emergency funds and cashing out bonds to cope with the 

rapid economic downturn. However, these have started to 

have negative effects on different levels. To the lower class, 

the relief funds have undoubtedly stimulated basic 

consumptions, but for higher-income groups, consumption 

growth is not that obvious, they spend more of their surplus 

funds for investment and asset allocation, making asset 

markets around the world hover at high levels. By the time the 

pandemic could be controlled, severe inflation would hit like a 

tsunami. The wealthier will frantically buy assets and invest to 

preserve their asset value, and on the other hand, the less 

wealthy ones will suffer from rising prices of daily necessities, 

putting much pressure on the already-fragile economic 

system. Investors must remain rational and be prepared for 

the attack of hyperinflation, no one can stay untouched. 

 

How to use surplus funds wisely and to reduce the impact of 

super-inflation becomes a main issue in the short and medium 

term. We can find clues by comparing the future prices of 

timber and copper, two important industrial/housing 

commodities in the world. In March and April this year, when 

the pandemic was first out of control, the prices for timber and 

copper felt to their lowest points. However, prices have since 
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 The term ”inflation” originally referred to a rise in the general price level. In a 

narrow sense, it refers to the rise in prices of common commodities, also called 

“price inflation”. A broader sense of inflation includes also service inflation such as 

the rise in labour prices and asset prices (including real estate and risky assets such 

as stock and gold), often related with money supply and is termed “monetary inflation”. 

 

accelerated in June and July, and continues to hover at high levels. Real estates 

markets around the world seem to show no signs of falling. Investors are still pouring 

money into real restate markets and building material prices soar (of course, production 

and transportation restrictions due to the pandemic also contributes to the rise of prices, 

but we will not discuss it here). The soaring prices of these two commodities give us 

indications that inflation is already around the corner. 

 

After several stock market meltdowns in March, the United States promised to inject 

liquidity in the form of buying Treasury bonds in order to restore market confidence. This 

move caused the Fed's assets to increase by more than 60% compared to before the 

epidemic. 60% is a staggering number. Most of us are still not aware of the crisis. The 

reason is that this process is just like a tsunami, it takes time to reach the opposite 

shore, but if you continue to walk along the seashore without crisis awareness, before 

you know it, you are washed away by the stormy sea. 

 

While everyone is still talking about how the economy could recover and worrying about 

the impact of deflation on their lives, inflation has already arrived. Everyone must figure 

out a good way to seize the opportunity of escape, and do a good job in all kinds of 

asset allocation to meet the era of super inflation. 

 

Another important issues of this quarter are, of course, the November election in the 
United States and concerns about the rebound of the pandemic after the northern 
hemisphere gets into autumn and winter. October is the “black month” of the traditional 
stock market. Will the black month be extended beyond the general election this year, or 

will the market fall before the election? Trump has good performance in the economy, 
and he is proud of it. The most direct reflection of economic confidence is the 
performance of stock indexes and funds. From now until the November election, it is 
expected that Trump will use the usual methods, to induce investors to support him. To 
be honest, if Trump loses the election, there is a potential of rapid decline in the stock 
market, which will drag gold price down in a short period of time. The main reason is that 
institutional investors, ETF funds and large investors tend to sell and cash out gold to 
cover their positions when the stock market sharply falls, which gives pressure on the 
price of gold, but after the stock market stabilized, as a safe-haven asset, gold may 
rebound much earlier and outperform the stock market. 
 
 
Is the pandemic under control? 
 

Autumn breeze reminds us of the flu season, which according to some experts, could 
also be the hotbed of the Covid-19 virus. The fast growth of infected cases in Europe 
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Figure 3: SPDR Gold ETF continues to record net inflows 

and North America suggests some countries may take further measures to lockdown 
cities once again. 
 
In March of this year, the lockdown of cities in various regions once severely affected 
the logistics, leading to an imbalance in gold supply, creating some serious arbitrage 
opportunities. If there will be lockdowns again, the imbalance of supply and demand will 
occur. People are more experienced this time, and the imbalance may not be as serious 
as last time, after all, most logistics providers and gold merchants should already have 
well-prepared contingency plans for now. 
 
 

 
 Figure 2: The key support and resistance levels of gold prices in past decade 

 
 

  

Gold Insight – Fundamental Analysis 
 
In the next three months, 

because of the election and 

pandemic, the markets will 

eventually be led by news and 

there is a lack of clear direction. 

However, due to monetary 

inflation and constant quantitative 

easing, the chance of gold prices 

eventually going up is high. As 

long as the gold market holds 

above US$1680-1720 key 

support levels, the bull market 

could continue. Investors are advised to seize this opportunity and buy on dips.  
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   The Federal Reserve holds 6,700 tonnes of gold, in 
530,000 gold bars. At its peak in 1973, the Fed stored 
more than 12,000 tonnes of monetary gold. 

 

 

 

 

 Gold Insight – Technical Analysis 

 

It is expected in the fourth quarter there will be a large-scale consolidation for gold prices. 

According to technical analysis of the candlestick chart, after the current price rose above 

US$1520 per ounce at the beginning of 2020, it broke through the previous historical high of 

1920 and rose to 2080 before there was a major correction, a total increase of approximately 

US$560. The 0.382 golden ratio retracement of this increase is about 215 dollars, and gold 

prices did fall from the highest point back to 1865 (2080-215). 1865 is now a key support level, 

which can easily be seen from both the daily and weekly charts. 

 

 

 

 

Figure 4: Gold weekly chart 
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Figure 5: Gold daily chart  

 

 

Short-term Key Resistance: 1929,  1945  1960 

Short-term Key Support:   1886,  1864,  1846 
 
 
 
 

 
Risk Disclosure 

Chancellor Precious Metals reserves the right to modify the contents of this report at any time without prior notice. 
This report is for readers' reference only and does not constitute any trading recommendations. This report has taken  

reasonable measures to ensure the accuracy of the information provided, but the company cannot guarantee its accuracy,  
and will not be responsible for any loss that may be caused directly or indirectly by the content of the report. 

 

 

 

 

 


