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Gold bullion1 regained some ground in July, climbing 2.49% for the month. Gold, 
however, remains underwater at -4.43% YTD through July 31, 2021. Gold mining 
equities3 also rebounded in July, up 3.33%, but are down 3.70% YTD as of July 31. 
Silver2 lost ground in July (-2.43%) and is down 3.45% YTD. We view 2021’s weak 
performance as a mid-cycle correction for precious metals, which we explain in greater 
detail in this month’s report.

Month of July 2021

Indicator 7/31/2021 6/30/2021 Change
Mo % 

Change
YTD % 
Change Analysis on July

Gold Bullion1 $1,814.19 $1,770.11 $44.08 2.49% (4.43)%
Rebounding as 
real yields make 
new lows

Silver Bullion2 $25.49 $26.13 ($0.64) (2.43)% (3.45)%
Continues to 
shape a large 
bullish flag

Gold Senior 
Equities 
(SOLGMCFT 
Index)3

130.82 126.60 4.22 3.33% (3.70)% Bouncing off 
support

Gold Equities (GDX)4 $34.92 $33.98 $0.94 2.77% (3.05)% (Same as above)

DXY US Dollar Index5 92.17 92.44 (0.26) (0.28)% 2.49% Short-term top in 
place

S&P 500 TR Index6 4,395.26 4,297.50 97.76 2.27% 17.02% New monthly closing 
high

U.S. Treasury Index $2,527.29 $2,493.36 $33.93 1.36% (1.25)% Recovering back to 
January levels

U.S. Treasury 10 YR 
Yield 1.22% 1.47% (0.25)% (16.74)% 33.85% Holding above 

support

U.S. Treasury 10 YR 
Real Yield* (1.18)% (0.88)% (0.30)% 34.07% (0.09)% New all-time lows

Silver ETFs (Total 
Known Holdings 
ETSITOTL Index 
Bloomberg)

918.11 920.41 (2.30) (0.25)% 3.20% Flat positioning last 
3 months

Gold ETFs (Total 
Known Holdings 
ETFGTOTL Index 
Bloomberg)

100.59 100.83 (0.24) (0.23)% (6.04)% Rangebound, activity 
is in CFTC markets7

* YTD % Chg for this Index is calculated as the difference between the month end’s yield and the year end’s yield, 
instead of the percentage change.
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During July, spot gold rose $44.08 per ounce (2.49%) to close the month at $1,814.19. We believe the June smackdown 
on gold was more likely due to an across-the-board fund de-grossing event than any fundamental gold driver. July saw a 
recovery in gold bullion investments as positions were repurchased and the fall in real yields to all-time lows added to the 
buying rationale. With new all-time lows in real yields, the U.S. dollar (USD)5 topping out, positioning still light and tapering/
tightening fears waning, we believe that gold is well-positioned for the typical August-September rally.

After the surprising June Federal Open Market Committee (FOMC) hawkish reaction, the Federal Reserve (“Fed”) messaged 
a more consistent statement that the market received as dovish. Real yields fell to an all-time low, as shown in Figure 1, as 
the market appeared to be pricing in a peak rate of change (but not peak levels) in seemingly everything (growth, profits, 
stimulus, gross domestic product [GDP], etc.).

The recent surge in the COVID-19 Delta variant has recently raised the specter of a return to shutdowns and a possible hit 
to the economy. The USD has also put in a short-term top in July. The long-term picture on the USD remains bearish with a 
large top in progress but not triggered yet. Recent price action continues to reflect more short covering dynamics than a new 
USD bull market. Nominal yields continued to retrace back to early Q1 levels before the surge. June month-end saw a sharp 
positioning squeeze resulting in the yield curve flattening. Significant short positions in U.S. Treasury shorts were squeezed, 
pressing yields lower. Falling yields, in turn, reinforced the “peak everything” narrative.

Figure 1. Gold Bullion and 10-Year TIPS (Treasury Inflation-Protected Securities) Yield8 (2018-2021)

Source: Bloomberg. Data as of 7/31/2021. For illustrative purposes only.

Real Yields Continue to Fall

Since the last low in real yields back in August 2020, in just one year the market has gyrated from deflation, reflation, 
inflation, and tapering to tightening. The one constant has been the grinding down of real yields by the Fed’s actions and 
policies (financial repression) throughout the past year. The 10-year TIPS yields (real yields) broke to all-time lows in July even 
as the U.S. economy continued to expand at one of the fastest rates in decades. Market expectations were that real yields 
would rise as the Fed would eventually taper and tighten into a robust economic recovery. The sharp sell-off in gold bullion in 
Q1 was a reaction to this tapering and tightening fear, a replay of the 2013 Taper Tantrum beating of gold bullion.
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Figure 2 is a weekly chart of the 10-year TIPS yield since the global financial crisis (GFC). We marked the price action of the 
2013 Taper Tantrum effects on the TIPS yield. Back in 2013, there was a near 200 basis-points ramp up in real yields. In early 
May 2013, the breakout was triggered on the 10-year TIPS yield, and the shocking rate of change wiped $200 per ounce off 
the gold price in a little more than a week. Up to that point, the market had not discounted the Fed’s message of tapering and 
tightening. The USD had already made its low in 2011 after a decade in one of the 
worst USD bear markets. By 2013, the USD was in a choppy bottoming process. The 
red lines, bottom right, in Figure 2 shows a clear technical breakdown of real yields. 
Typically, the Fed will provide more precise guidance either at its upcoming Jackson 
Hole, Wyoming, meeting (August 26-28) or the September FOMC meeting, and we 
may be able to fine-tune the projection targets a little better.

Figure 2. A Technical Breakdown in the U.S. 10-Year TIPS Yield (2009-2021)

Source: Bloomberg. Data as of 7/31/2021. For illustrative purposes only.

Meanwhile, the TIPS curve (Figure 3) continues to downshift with the most recent relative action in the long end (falling). 
Throughout 2021, the short end of the TIPS curve remained deeply negative and falling, pinned down by Fed policy. Until we 
see a dramatic reversal in the short end of the TIPS curve, the primary direction remains lower.
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“The relationship is clear:  
Real yields are one of the primary 

drivers of the gold price.”



Figure 3. TIPS Curve Continues to Downshift

Source: Bloomberg. Data as of 7/31/2021. For illustrative purposes only.

As a reminder, the 2013 Taper Tantrum was Fed-driven. Today’s “taper tantrum” is bond market-driven. The Fed has a 
printing press (quantitative easing [QE] program of $120 billion per month) and it can crush the bond market any time 
it wishes. The days of “bond vigilantes” have been relegated to history in a QE world. Market measures sensitive to Fed 
tapering/tightening intentions such as the 2-year Treasury yield, the 2Y2Y inflation swap9 and Eurodollar futures continue to 
indicate an uncertain view of Fed tapering/tightening intentions. Gold price action has started to reflect this view as well, and 
we are likely past the extreme tapering/tightening fears displayed in Q1. The Fed will probably move to a tapering stance by 
year-end, but the overblown extreme tightening fears that dominated Q1 are no longer a plausible course.

DXY Index Indicates Opposite of 2013 Tantrum

When one hears the term “Fed tapering/tightening,” the reflex action or muscle memory is the painful 2013 experience. 
Figure 2 shows how TIPS yields are nowhere close to repeating the 2013 action. The long-term DXY chart also indicates a 
non-2013 pattern as well. During the last gold bull cycle, the USD bear market was a primary driver of the 2001 to 2011 gold 
bull market for a decade. From the peak in July 2001 to the trough in March 2008, the DXY fell 40%, one of the worst bear 
markets on record. A few years before the August 2011 gold peak, the DXY started carving out a basing pattern. Today’s DXY 
pattern is a large pending double-top formation after a relatively tepid 13-year long bull run since the GFC. The March 2020 
USD squeeze lesson is clear; no central bank (least of all the Fed) wants a significantly stronger USD. A USD funding squeeze 
would wreak havoc on global flows and economic expansion.
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Figure 4. DXY Dollar Index and Gold Bullion (2000-2021)

Source: Bloomberg. Data as of 7/31/2021. For illustrative purposes only.

Recapping Today vs. 2013: A Different Type of Tantrum

The Fed initiated the 2013 Taper Tantrum. The bond market at the time dismissed the initial Fed signals only to reverse 
course and reprice aggressively. As a result, real yields exploded higher, rising almost 200 basis points. The DXY had a bullish 
breakout after a decade-long major bear market. At the time, the Fed appeared to be on its way to a “normalization path.” 

In this current cycle, the bond market has initiated the taper tantrum, although the Fed continues to message patience. Real 
yields continue to make new all-time lows. The DXY is in a multi-year topping pattern after a choppy recovery from its GFC 
low. The Fed is now on an AIT/ZIRP (average inflation targeting/zero interest rate policy) path, which essentially translates 
to a dollar debasement and financial repression path. Aside from the phrase “taper tantrum,” market conditions are near 
the opposite of the 2013 Taper Tantrum. Yes, the Fed may begin the taper process in early 2022, but it will not be anywhere 
close to the 2013 experience.

A Mid-Cycle Gold Correction: We See Gold Breaking to New Highs

Gold bullion remains below its 2020 August highs ($2,067 on August 7, 2020) but well supported above the March 2020 
lows. If this is not a cycle peak (it’s not), we are most likely in the latter stages of a mid-cycle gold correction. During the 2001 
to 2011 gold bull market, there were two significant mid-cycle corrections that lasted over a year (2006 and 2008).

In Figure 5, we created an average of the two corrections in gold bullion, reindexed the values to 100 at the peak, and 
overlaid the current correction to compare. The current correction is following the prior cycle corrections very closely in terms 
of trading magnitude ranges and patterns. The previous cycle corrections and the current one made their trading lows about 
~170 trading days (or ~8 months) from the peak, with both falling approximately negative 20% from peak to trough. The 
2006 and 2008 corrections ended with breakout patterns (“cup and handle pattern”) to new highs. The average time of the 
corrections was 16 months (from peak to new highs).
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We would expect gold bullion to shape a base breakout pattern to new highs in time. We are convinced the correction lows 
on gold this past March will hold as they were made on capitulation selling on overblown Fed tightening fears. With new 
lows in real yields and the DXY unable to break higher (only short-covering buying), we see gold breaking to new highs. If 
history repeats, we believe the approximate timing will be early 2022. In Figure 6, we repeat the exercise for the gold mining 
equities, and we see a similar pattern. In Figure 7, silver shows a much stronger response in this cycle and is yet another 
technical element of strength.

Figure 5. Gold Bullion: Current Correction vs. Past Cycle Corrections

Source: Bloomberg. Data as of 7/31/2021. For illustrative purposes only.

Figure 6. Gold Mining Equities10: Current Correction vs. Past Cycle Corrections

Source: Bloomberg. Data as of 7/31/2021. For illustrative purposes only.
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Figure 7. Silver Bullion: Current Correction vs. Past Cycle Corrections

Source: Bloomberg. Data as of 7/31/2021. For illustrative purposes only.
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About Sprott
Sprott is a global asset manager providing investors with access to highly-differentiated precious metals strategies. We are specialists. Our in-depth 
knowledge, experience and relationships separate us from the generalists. Sprott’s specialized investment products include innovative physical 
bullion trusts, managed equities, mining ETFs, as well as private equity and debt strategies. We also partner with natural resource companies to help 
meet their capital needs through our brokerage and resource lending activities. Sprott is a global asset manager with offices in Toronto, New York 
and London. Sprott’s common shares are listed on the New York Stock Exchange and the Toronto Stock Exchange under the symbol “SII”.
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1  Gold bullion is measured by the Bloomberg GOLDS Comdty Spot Price.
2  Silver bullion is measured by Bloomberg Silver (XAG Curncy) U.S. dollar spot rate.
3  The Solactive Gold Miners Custom Factors Index (Index Ticker: SOLGMCFT) aims to track the performance of larger-sized gold mining companies whose stocks are listed 

on Canadian and major U.S. exchanges.
4  VanEck Vectors® Gold Miners ETF (GDX®) seeks to replicate as closely as possible, before fees and expenses, the price and yield performance of the NYSE Arca Gold 

Miners Index (GDMNTR), which is intended to track the overall performance of companies involved in the gold mining industry. The SPDR Gold Shares ETF (GLD) is one 
of the largest gold ETFs.

5  The U.S. Dollar Index (USDX, DXY, DX) is an index (or measure) of the value of the United States dollar relative to a basket of foreign currencies, often referred to as a 
basket of U.S. trade partners’ currencies.

6  The S&P 500 or Standard & Poor’s 500 Index is a market-capitalization-weighted index of the 500 largest U.S. publicly traded companies.
7  CFTC markets refers to the Commodity Futures Trading Commission, an independent U.S. government agency that regulates the U.S. derivatives markets, including futures, 

options, and swaps.
8  Since inflation is already factored in, the yield for TIPS securities equates to the real interest rate. This means that the difference between this yield and nominal U.S. bond 

yield, or the TIPS spread, reflects the market forecast for inflation.
9  In an inflation swap, one party pays a fixed rate cash flow on a notional principal amount while the other party pays a floating rate linked to an inflation index, such as 

the Consumer Price Index (CPI).
10  Gold mining equities are measured by the GDM. The NYSE Arca Gold Miners Index (GDM) is a modified market capitalization-weighted index comprised of publicly 

traded companies primarily involved in mining gold and silver in locations worldwide.

Investments, commentary and statements are unique and may not be reflective of investments and commentary in other strategies managed by Sprott 
Asset Management USA, Inc., Sprott Asset Management LP, Sprott Inc., or any other Sprott entity or affiliate. Opinions expressed in this presentation are 
those of the presenter and may vary widely from opinions of other Sprott affiliated Portfolio Managers or investment professionals.

Sprott Asset Management LP is the investment manager to the Sprott Physical Bullion Trusts (the “Trusts”). Important information about the Trusts, including 
the investment objectives and strategies, purchase options, applicable management fees, and expenses, is contained in the prospectus. Please read the 
document carefully before investing. Investment funds are not guaranteed, their values change frequently and past performance may not be repeated. 
This communication does not constitute an offer to sell or solicitation to purchase securities of the Trusts. 

The risks associated with investing in a Trust depend on the securities and assets in which the Trust invests, based upon the Trust’s particular objectives. 
There is no assurance that any Trust will achieve its investment objective, and its net asset value, yield and investment return will fluctuate from time to 
time with market conditions. There is no guarantee that the full amount of your original investment in a Trust will be returned to you. The Trusts are not 
insured by the Canada Deposit Insurance Corporation or any other government deposit insurer. Please read a Trust’s prospectus before investing.

The information contained herein does not constitute an offer or solicitation to anyone in the United States or in any other jurisdiction in which such an offer 
or solicitation is not authorized or to any person to whom it is unlawful to make such an offer or solicitation. Prospective investors who are not resident in 
Canada or the United States should contact their financial advisor to determine whether securities of the Funds may be lawfully sold in their jurisdiction.

The information provided is general in nature and is provided with the understanding that it may not be relied upon as, nor considered to be, the rendering 
or tax, legal, accounting or professional advice. Readers should consult with their own accountants and/or lawyers for advice on the specific circumstances 
before taking any action.

This article may not be reproduced in any form, or referred to in any other publication, without acknowledgement that it was produced 
by Sprott Asset Management LP and a reference to www.sprott.com. The opinions, estimates and projections (“information”) contained within 
this report are solely those of Sprott Asset Management LP (“SAM LP”) and are subject to change without notice. SAM LP makes every effort to ensure 
that the information has been derived from sources believed to be reliable and accurate. However, SAM LP assumes no responsibility for any losses or 
damages, whether direct or indirect, which arise out of the use of this information. SAM LP is not under any obligation to update or keep current the 
information contained herein. The information should not be regarded by recipients as a substitute for the exercise of their own judgment. Please contact 
your own personal advisor on your particular circumstances. Views expressed regarding a particular company, security, industry or market sector should 
not be considered an indication of trading intent of any investment funds managed by Sprott Asset Management LP. These views are not to be considered 
as investment advice nor should they be considered a recommendation to buy or sell. SAM LP and/or its affiliates may collectively beneficially own/control 
1% or more of any class of the equity securities of the issuers mentioned in this report. SAM LP and/or its affiliates may hold short position in any class of 
the equity securities of the issuers mentioned in this report. During the preceding 12 months, SAM LP and/or its affiliates may have received remuneration 
other than normal course investment advisory or trade execution services from the issuers mentioned in this report.

http://www.sprott.com
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