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GOLD TO RISE

'ON INFLATION
UNCERTAINTY
MARTIN SLANEY

HEAD DF DERIVATIVES, 6FT

UANTITATIVE easing and all it ertails s
expected o become the single most
Important ssue for markets in 2009,
When the US Fedbral *Reserve
annofinced last week an aggressive pro-
Eﬂraa'ume to buy $300ba worth of Treasury

nds, the immediate reaction was tﬂclﬁ:qm- Bes
g

Hes, buy bonds, buy gold and sall the

The European Central Bank and Bank of
Canada are set bo follow the lead of the UK,
the US and Japan in order £ spark economic
growth. But QF is uncharted tervitory and the
urcertainty it brings will present some inter-
esting trading opportunities

The biggest unknown is surely inflation
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, We are heading for volatility across all assst
classes while we judge how inflationary QE
is. How long will [t be before we sae 3 rever-
sal of the current disinflationary trend? Will
interest rates, having boen been stashed to
near zero, have to be ramped sharply
upwards to counter inflation? Mo one knows.
riﬂQF.Ils a muich hhrlr_:ter tfuul than the tradi-

nal monetary of cuiarter
in ir:temttates.%;?e arec,' ase:dﬁlgtefﬁn
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“Unknown unknawns”; that is, so far unper-
cefved economic side-effocts which could
ome apparent along the way,

Whataver your view aboul 2 potantial gold
hubble, CFDs have to be one of the slinplest
and cheapestways of trading gokd. GFT's
Spat gold CFD; with a fived S50 spraad and
fust 3 per cenk margin requirement, has sean
increased Interest since the Fed's annolsices
meiit, both cn the long and short sides.

In real terms, the current price of gold at
around S?Sﬂper Eroy ounce is refatively low;
some eslimates put an inflation-adjusted
price of arsmd 52,300, Peter Munk, founder

Gold shousd shine as faars of inflation rise.

of Barrick Gold, believes we could quickly hit
$2.000 per ounce as contral Banks shift dol-
lar reserves into gold. Others say the infla-
tionary threat s too far off to be of amy shart
tenm conseqiience.

I believe the “Rumsfeld effect” is sat to play
an increasingly dominant part in the markets
in 2009 as inflation insacurity takes hold, and
Inthese circumstances, gold showld shine.
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