When people ask whether gold can protect wealth during crises, they are usually reaching for something simpler
than portfolio theory. They want to know what happens to purchasing power when confidence breaks, when
markets gap down overnight, when a central bank decision or a headline in a distant country starts to feel
personal.

| have watched those moments up close from both sides of the screen: the fast, emotional part and the slower,
more technical part. Gold is one of the few assets that consistently shows up in those conversations, partly
because it has a long memory and partly because it behaves differently from stocks and many bonds. But gold is

not a universal shield. It is more like a tool that can help in certain types of stress, and disappoint in others.

What “protection” really means

The word protection gets used loosely. For a saver, it might mean avoiding a permanent loss of value. For an
investor, it might mean limiting drawdowns or reducing the odds of being forced to sell at the worst moment. For
someone with debt, it can mean holding value against inflation or currency depreciation.

Those are different goals, and gold plays gold better for some of them than others.

Gold does not produce cash flow. It does not pay dividends. It does not have a balance sheet you can read. Its
value rests on demand for a scarce asset that can be held, transported, insured, and transferred across borders. In
crises, that demand can rise because it is one of the few assets most people around the world recognize as

money-like.

But if you are expecting gold to behave like a bank account, you will likely be disappointed. In many historical
crises, gold has rallied. In others, it has lagged or simply moved sideways while other assets recovered. The
protecting part is real in some regimes, conditional in others.

Why gold often earns its reputation in turmoil
Gold has a few traits that tend to matter when fear hits.

First, it is not a claim on a specific government or company. Equity prices can collapse because earnings vanish or
credit dries up. Corporate bonds can reprice because default risk changes. For gold, the “issuer risk” problem does

not exist in the same way.

Second, gold can absorb geopolitical and monetary uncertainty. When investors worry that inflation will erode real
value, or that currency controls might spread, gold becomes a hedge people understand without needing to

memorize a complicated model.

Third, gold has a role in portfolio diversification. Diversification is not a magical force field, but it can reduce the
chance that one factor destroys everything at once. Gold often moves differently from equities, especially when

the crisis is tied to monetary policy or real rates rather than company fundamentals.

That said, the key is how the crisis is structured. The most important variable is often not the headline itself, but

what it does to real interest rates, liquidity, and the strength of the currency investors use to measure prices.

The real driver: rates, especially real rates

A useful way to think about gold is through the lens of opportunity cost. Gold holds no yield. When real interest

rates rise, holding gold becomes less attractive compared with assets that do yield, like Treasury inflation protected
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securities or high quality bonds. When real rates fall, gold tends to have an easier time attracting buyers.
This is why gold can shine in certain crises and struggle in others.

Consider a scenario where a crisis triggers a rate cut cycle, or where inflation expectations rise faster than nominal
yields. Gold can benefit because the market is effectively saying that the purchasing power of cash will be weaker,
or that the discount rate should be lower. Gold can also gain when investors price in monetary easing and expect

the financial system to lean on unconventional tools.

Now flip it. Imagine a crisis that sparks a sharp risk-off move, and central banks respond by raising rates
aggressively to defend currencies and anchor inflation. In that case, real yields may jump, and gold can face

headwinds even if the world looks unstable.

So gold is not simply a “crisis asset.” It is more accurate to treat it as a crisis asset that often performs when

monetary conditions shift in a particular direction.

Currency matters more than people expect

Gold is priced in major currencies, typically the US dollar in international markets. That means gold's performance

for a local investor depends not just on gold, but also on the currency pair.

If you hold wealth in dollars, gold’s dollar price is what you track. If you hold wealth in a different currency, you

need to consider what happens to your currency relative to the dollar, and how that interacts with gold demand.

A practical example from lived experience: | have seen investors in non-US markets buy gold aggressively when
their local currency is under pressure. In those moments, the local currency can fall quickly, and even modest gold
gains in dollars translate into significant local gains after conversion. But there are also periods where the currency

stabilizes and gold does not. In those cases, the hedge can feel weaker than expected.

Bottom line: gold can protect against monetary debasement and currency weakness, but the results are not

guaranteed to show up as straightforward gains. Currency markets can move faster than gold.

Liquidity crises: the inconvenient truth

One of the hardest lessons for people who believe gold is always safe is that liquidity crises can force selling across

asset classes.

When markets seize, investors sell what they can sell, not what they prefer. Gold markets are generally deep
compared with many niche instruments, but they can still see dislocations in spreads, financing costs, and delivery
timelines during extreme stress. If you are using derivatives or leveraged exposure to gold, margin calls can create

real losses even if gold’s long-term thesis remains intact.
Also, gold can be held in forms that behave differently under stress:

® Spot physical gold (subject to storage and liquidity constraints)

® Exchange-traded products (subject to fund structure and tracking)

® Futures and options (subject to leverage, margin, and roll yield)

® Mining stocks (subject to equity market behavior and company risk)

In a fast crisis, mining stocks can fall sharply even if the underlying metal is holding up, because equity markets

reprice everything at once. That does not mean gold “failed,” it means you were holding a different risk stack.



If your definition of protection includes “I can sell when | need the money,” then the form of gold exposure

becomes as important as gold itself.

What gold can and cannot do for your portfolio

Gold's strengths are most obvious when a crisis is about trust, monetary policy, or inflation expectations. Its

weaknesses show up when a crisis is primarily about earnings, defaults, or the need for immediate liquidity.
Here is a way | keep it grounded for clients. Gold can help you with:

¢ reducing the chance of portfolio collapse from one risk factor
® hedging against certain monetary outcomes

* providing an asset class that tends to respond to real rate declines and currency stress
Gold cannot reliably help with:

¢ funding near-term liabilities if you need to sell during an extreme liquidity event and your exposure is illiquid
or leveraged

® recovering quickly if your crisis is driven by a strong tightening cycle that lifts real yields

* avoiding opportunity cost if gold underperforms your preferred alternative for multiple years

The last point is underrated. Protection has a cost. In some decades, gold's long stretches of underperformance
relative to equities can test even disciplined investors. That is not a reason to avoid gold. It is a reason to decide in

advance what role it plays, so you do not treat it like a short-term trade.

Physical gold, ETFs, and the practical question of access

A lot of “gold during crises” advice gets vague about what kind of gold people mean. In real life, the difference

between holding a bar in a locked safe and holding a gold fund is not academic.

Physical gold appeals for psychological comfort and for independence from financial intermediaries. But it comes
with friction: purchase premiums, insurance, storage fees, and the practicalities of selling quickly without delays or

misunderstandings.

Gold ETFs or similar exchange-traded products can be easier for pure gold jewelry trading and rebalancing. They
also introduce issuer and fund structure considerations. Most of the time these products are tightly managed and
track the metal reasonably well, but in stress periods you need to understand what happens to spreads, creations

and redemptions, and tracking behavior.

Then there is the question of ownership and jurisdiction. If you hold physical gold in a location with capital
controls, your practical ability to monetize it may depend on local rules. If you hold a fund, the relevant risk might
be custody arrangements and market plumbing. Both have risks, and both are worth thinking about before you

need them.

| often ask people a simple question: if you had to sell 25 percent of your gold allocation in a crisis, how would you
do it, and how confident are you that you would get a fair price? That single question reveals more than any

brochure.

A more useful “crisis checklist” than headlines

Crises come in flavors. The hedge that works in one flavor can disappoint in another.
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Here are a few conditions where gold tends to be more supportive, and the logic behind it.

* Falling real interest rates, whether because nominal yields drop or inflation rises

* Elevated currency and geopolitical risk, especially when trust in monetary policy deteriorates

* Demand for non-issuer assets, when investors want something outside the usual financial claims network
* |nflation outcomes that erode cash purchasing power faster than yields compensate

* A portfolio need for diversification against equity-like drawdowns
That is not a promise. It is a map to the kinds of macro pressures that often drive gold demand.

Now, the edge cases. Gold can struggle when real yields rise, when the US dollar strengthens sharply, or when
investors prioritize liquidity over all else. It can also face headwinds if the specific gold exposure you chose does

not handle stress well, such as products with wider bid-ask spreads during volatility.

How much gold is “enough” for protection?

People want a number. Markets and households do not cooperate with neat percentages, but it helps to anchor

the decision to your situation.

If your wealth is mostly in cash and you are worried about currency depreciation, even a modest allocation to gold
can change your emotional and financial stability. If your wealth is already heavily diversified across equities,
bonds, and inflation sensitive assets, the incremental benefit of gold may be smaller. If you have a large position in

a single country or a single sector, gold can be more valuable as a diversifier.

A practical range | have seen discussed among professionals is often single digits to low teens as a portfolio
allocation, depending on risk tolerance and overall diversification. But the truth is that the “right” amount depends

on your liquidity needs, your time horizon, and what else you already own.

A common mistake is to buy too much gold as a last-minute reaction to a scary week in the market. If gold drops
after you buy, you end up selling at precisely the moment you wanted the hedge. The allocation needs to survive

boring periods. Gold's volatility can test conviction.

If you are new, consider treating gold as a strategic allocation rather than a reaction to a single crisis headline. That

means deciding your target, your rebalancing method, and what would cause you to change your mind.

Rebalancing: the behavior that separates hedges from regrets

One reason gold seems inconsistent is that people buy it at the wrong time and sell it when it gets inconvenient.

Hedging works best when you have a process.

Rebalancing does two things. It forces you to buy when your hedge has fallen relative to your target, and it

reduces the chance that you end up with an oversized position after a rally.

This is especially important for gold because its performance can be lumpy. If it spikes during a panic, you can be
tempted to chase and then get stuck with regret when it mean reverts. If you rebalance mechanically, you benefit

from the hedge’s volatility rather than getting dragged around by it.
Here is a simple process that does not require prediction, just discipline.

® Set a target allocation based on your liquidity needs and risk tolerance
® Choose a specific form of gold exposure you can access quickly

® Rebalance on a schedule, such as quarterly or annually, or when allocations drift materially



® Review the macro thesis periodically, especially real rate expectations and currency stress indicators

* Avoid leverage, unless you fully understand margin and forced selling risks

That is not glamorous, but it is what tends to protect people from themselves.

What about “gold versus” other crisis hedges?

Gold is often compared with treasuries, inflation protected bonds, and even certain equity factors. Those

comparisons matter because they can guide you toward a hedge that fits your personal constraints.

In many crises, high quality bonds can perform well if the crisis triggers a flight to safety and rates fall. Inflation
linked bonds can help if the crisis turns into an inflation problem that governments cannot control quickly. Some
investors also use cash and short term bills for immediate liquidity.

Gold's role is different. It often helps most when the crisis is about money credibility, real returns, and the long-

term purchasing power of savings.

A portfolio does not need only one hedge. It needs the right mix so that no single failure mode destroys
everything. For example, if your household needs money in the next 12 to 24 months, you should not rely on gold
as your sole liquidity plan. Even if gold eventually rises, you might need the funds before the market gives you

that outcome.

A real-world way to test the belief
If you want a reality check, imagine a scenario and test your behavior.

Suppose you allocate to gold because you believe it will protect purchasing power. Now imagine gold rises 20 to
30 percent quickly, while equities plunge and credit spreads widen. You feel vindicated. The question is whether
you would actually hold through the next drawdown, perhaps a 10 to 15 percent drop from the recent high, which

is common for volatile assets.

Now imagine the opposite scenario. Gold falls or stagnates for a year while the crisis worsens. Do you have
enough cash flow or diversified holdings to avoid selling? If you cannot tolerate that psychological stretch, your
gold allocation might still be reasonable, but the process around it needs adjustment. Sometimes that means

smaller initial exposure, slower buying, or adding another hedge that behaves differently.

| have seen otherwise sensible investors get crushed not because their chosen assets were "wrong,” but because

the timing and behavior were wrong.

Common misconceptions that keep coming back
Several myths show up again and again when people discuss gold in crises.

One is that gold guarantees returns. It does not. It can lose value in real terms if inflation is low and yields are

high, especially if gold does not capture a meaningful demand surge.

Another is that gold always rises whenever the news gets bad. That is not how markets work. Sometimes crises
produce a rush into the strongest liquid assets, and gold can lag in the short run. Sometimes the US dollar

strengthens and presses gold lower. Sometimes the crisis resolves into a “risk-off” trade that favors other hedges.

A third misconception is about ease of trading. Physical gold is not a click away. ETFs are tradable, but they are not

the same as owning metal outright. Futures offer precision but add leverage risk. If you do not match the



instrument to your actual needs, you can end up with an unhelpful hedge.

So, can gold protect wealth during crises?
Yes, in meaningful ways, but not universally and not without conditions.

Gold often earns its place in crisis planning because it can respond to monetary uncertainty, currency stress, and
real rate declines, and because it diversifies a portfolio away from issuer and equity risks. During certain crises, gold

has helped people preserve purchasing power and reduce drawdowns relative to a stock-only approach.

But gold is not protection against everything. It is not a guarantee of liquidity. It is not a substitute for having a
cash plan and diversified income sources. And its performance can be muted or negative when real yields rise,

when the dollar strengthens aggressively, or when leverage turns a volatile holding into a forced sale.

The most reliable way to use gold as protection is to decide what problem you are solving, choose the form of
gold that you can actually access in stress, and build a rebalancing process that survives both good months and

bad ones.

If you treat gold as a strategic hedge, not a panic button, it can play a stabilizing role when crises test portfolios. If

you treat it as a promise, the market will eventually disappoint you, and the disappointment can be expensive.

If you tell me your country, time horizon, and whether you are thinking about physical gold, an ETF, or something

else, | can suggest a more tailored way to evaluate whether gold fits your specific definition of protection.



