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Gold: a strategic asset in a changing macro
and geopolitical landscape

Gold has regained prominence in recent years, not as a short-term tactical trade, but
as a strategic asset within institutional portfolios. At Santander Asset Management,
our view on gold has been built progressively and in layers, integrating financial,
macroeconomic and structural considerations. This disciplined framework helps
explain both gold's strong performance and the episodes of volatility observed
more recently.

A thesis builtin layers

The starting point of our gold view was primarily financial. During 2022-2023, real interest rates reached elevated levels,
with growing expectations that monetary tightening was approaching its peak. In such an environment, with cash and bond
yields close to cyclical highs, the opportunity cost of holding gold was more likely to decline. This created an attractive
asymmetry for gold relative to other defensive assets and represented the dominant driver in the early phase of our thesis.

Following the post-COVID inflation shock, the framework broadened. Rather than assuming a return to the very low and
stable inflation environment of the pre-pandemic decade, our central scenario has been that inflation dynamics would become
more challenging, even if cyclical inflation moderated. Greater tolerance for inflation volatility increase the relevance of assets
that can help preserve purchasing power over the medium term. In this context, gold gained traction as inflation insurance
rather than a short-term inflation hedge.

A key structural turning point occurred in 2022 with the freezing of Russian foreign exchange reserves. This event accelerated
an already ongoing trend toward diversification of official reserves away from the US dollar. Since then, sustained demand
from central banks—particularly China and other emerging economies—has become a structural feature of the gold market. In
our view, this represents a long-term shift rather than a cyclical phenomenon.

This dynamic is reinforced by the historically high levels of public debt across developed economies. Within this framework,
gold functions also as insurance against policy risk, not merely as protection against inflation.

Finally, our framework reflects a more fragmented and multipolar global order, with less coordination and a more strategic
use of currencies and financial assets. In such an environment, gold regains relevance as a neutral reserve asset, not linked to
any single geopolitical bloc. These structural drivers underpin a persistent baseline demand for gold.
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Current market dynamics and tactical considerations

Since early 2025, gold prices have been influenced by a strong resurgence of investor demand, both institutional and retail. At
times, these financial flows have partially displaced traditional sources of demand such as jewelry and industrial uses. Given the
relatively narrow nature of the gold market, this has resulted in sharp price appreciation, higher volatility and periods of
heightened market tension.

Gold rose by around 25% at the start of 2026 before experiencing an abrupt correction. The immediate catalyst was the
announcement of Kevin Warsh as the proposed candidate to chair the US Federal Reserve, which the market interpreted as a
signal of a potentially more disciplined approach to inflation control and balance sheet management. This temporarily reduced
perceived policy risks that had supported gold prices.

From our perspective, this correction should be viewed as a healthy adjustment rather than a reversal of the underlying thesis. It
helped unwind concentrated positioning and allowed the market to stabilize. Notably, gold subsequently recovered part of its
losses, suggesting that the structural drivers remain intact.

Given the current environment and the growing role of financial flows, we do not rule out continued episodes of elevated
volatility relative to historical norms. These dynamics reinforce the importance of managing gold exposure within a disciplined
portfolio framework.

Looking ahead

Looking forward, we believe gold's strategic role remains well supported by structural forces, even as short-term price
movements may be volatile. Increasingly, institutional investors are reassessing gold as a diversifying asset within portfolios, in
some cases relative to long-duration government bonds. Within Santander Asset Management's House View, gold continues to
play a meaningful role as a strategic diversifier in an uncertain and evolving global landscape.

Graph 1: Gold Demand in U.S.

Sources: Metals Focus, World Gold Council.

The recent rally in gold has been driven by a strong resurgence of investor demand, which at times has outweighed traditional
sources such as jewelry and industrial uses. In a relatively narrow market, this shift has amplified price movements and
contributed to higher short-term volatility.
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* Data as of 31 December 2025. Net jewelry and technology demand computed assuming 90% of recycling comes from jewelry and 10% from
technology.
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Graph 2: Central Banks Reserves Evolution

Source: IMF, LSEG Workspace, Santander Asset Management

Since 2022, central banks have increased their allocation to gold as part of a broader diversification of reserves. This trend
reflects structural considerations around neutrality, policy risk and the evolving global monetary landscape, and supports a more
persistent baseline demand for gold.
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Important Legal Notice

This report has been prepared by Santander Asset Management (hereinafter “SAM"). SAM is the functional name of the asset
management business conducted by the legal entity SAM Investment Holdings S.L. and its branches, subsidiaries and
representative offices.

This document contains economic forecasts and information gathered from several sources. The information contained in this
document may have also been gathered from third parties. All these sources are believed to be reliable, although the accuracy,
completeness or update of this information is not guaranteed, either implicitly or explicitly, and is subject to change without
notice. Any opinions included in this document may not be considered as irrefutable and could differ or be, in any way,
inconsistent or contrary to opinions expressed, either verbally or in writing, advices, or investment decisions taken by other areas
of SAM.

This report is not intended to be and should not be construed in relation to a specific investment objective. This report is
published solely for informational purposes. This report does not constitute an investment advice, an offer or solicitation to
purchase or sell assets, services, financial contracts or other type of contracts, or other investment products of any type
(collectively, the "Financial Assets"), and should not be relied upon as the sole basis for evaluating or assessing Financial Assets.
Likewise, the distribution of this report to a client, or to a third party, should not be regarded as a provision or an offer of
investment advisory services.

SAM makes no warranty in connection with any market forecasts or opinions, or with the Financial Assets mentioned in this
report, including with regard to their current or future performance. The past or present performance of any markets or
Financial Assets may not be an indicator of such markets or Financial Assets future performance. The Financial Assets described
in this report may not be eligible for sale or distribution in certain jurisdictions or to certain categories or types of investors.

Except as otherwise expressly provided for in the legal documents of a specific Financial Assets, the Investment Products are
not, and will not be, insured or guaranteed by any governmental entity, including the Federal Deposit Insurance Corporation.
They are not an obligation of, or guaranteed by, Santander, and may be subject to investment risks including, but not limited to,
market and currency exchange risks, credit risk, issuer and counterparty risk, liquidity risk, and possible loss of the principal
invested. In connection with the Financial Advisors, investors are recommended to consult their financial, legal, tax and other
advisers as such investors deem necessary to determine whether the Financial Assets are suitable based on such investors
particular circumstances and financial situation. Santander, their respective directors, officers, attorneys, employees or agents
assume no liability of any type for any loss or damage relating to or arising out of the use or reliance of all or any part of this
report.

Past performance does not predict future returns. The returns may increase or decrease as a result of currency fluctuations
relative to the respective investors' domestic currency. Any reference to taxation should be understood as depending on the
personal circumstances of each investor and which may change in the future. Costs incurred for purchasing, holding or selling
Financial Assets may reduce returns and are not reflected in this report.

This report may not be reproduced in whole or in part, or further distributed, published or referred to in any manner whatsoever
to any person, nor may the information or opinions contained therein be referred to without, in each case, the prior written
consent of SAM.

Any third-party material (including logos, and trademarks), whether literary (articles/ studies/ reports, etc. or excerpts thereof)
or artistic (photos/graphs/drawings, etc.), included in this report is registered in the name of its respective owner and only
reproduced in accordance with honest industry and commercial practices.
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