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Historically, gold bullion has performed
well during periods of stock market
turbulence. For example, during the
2008 Great Recession, gold rose over
20% while the S&P 500 fell 57% from its
2007 peak to its March 2009 bottom.
Over the course of the prior major
market decline, the dot-com bubble
implosion of 2000 to 2002, gold rose
12.3% while the S&P 500 fell 49.1%.
The performance of gold miners during
turbulent times is a different story.
Through 1990 to the end of 2017, gold
bullion and the Philadelphia Gold and
Silver Index (PHLX G/S), the longestrunning index of precious metal miners,
had a correlation of 0.60 (much
stronger than the 0.15 observed
between silver and the PHLX G/S over
the same time period). As Table 1

shows, a similar correlation was seen
during each of the last five significant
market drawdowns, but returns during
these periods diverged significantly. On
average, over these periods, gold
bullion returned 10.4%, whereas the
PHLX G/S fell 8.2%.

Ronald Steinhoff, CFA
Portfolio Manager

Table 1. S&P 500 peak-to-trough returns during the last five significant
market drawdowns
Period (Market Peak –
Trough)

PHLX G/S Gold
Correlation

S&P 500
Return

PHLX G/S
Return

Gold
Return

Early 1990s Recession (’90)

-19.9%

-11.8%

7.3%

0.77

Asian Financial Crisis (’98)

-19.2%

18.6%

1.8%

0.80

Dot-com Bubble (’00 – ’02)

-49.1%

3.0%

12.3%

0.58

Great Recession (’07 – ’09)

-56.8%

-33.4%

24.5%

0.58

European Financial Crisis (’11)

-19.4%

-17.7%

6.4%

0.60

Average

-32.9%

-8.2%

10.4%

0.67
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The relationship between the S&P 500,
gold bullion, and the PHLX G/S during
each of these periods is illustrated in
Charts 1 through 5. During the Great
Recession and Asian Financial Crisis, the
PHLX G/S max drawdowns were greater
than the S&P 500.

expenditures, and exploration. During
market downturns, the ability of these
mining companies to fund operations is
hampered as lending and capital
markets activity grinds to a halt.
While we see most markets as fully
valued, we do not currently see any of
the precursors that typically forewarn of
a recession or material market
drawdown. But it’s better to fully
explore risk management options
before, not during, periods of market
turmoil. The key takeaway from our
research is that bullion itself may be a
more reliable performer during market
declines.

We offer two possible explanations for
the performance divergence observed
over these periods. First, investors,
driven by panic and fear, enter “sell
everything” mode. Even though bullion
is rising, mining stocks are sold. Second,
mining companies typically require
significant capital and often need access
to debt and equity financing to fund
day-to-day activities, capital
Chart 1. Early 1990s Recession (’90)

Chart 2. Asian Financial Crisis (‘98)

Chart 3. Dot-com Bubble (‘00 – ‘02)

130

130

160

120

120

110

110

100

100

90

90

80

60
7/90

8/90

8/90

120
100
80
60

70

40

60
9/90

10/90

7/98

8/98

Chart 4. Great Recession (‘07 – ‘09)

Chart 5. European Financial Crisis (‘11)
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Sources: FactSet, Trapeze Asset Management Inc.
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DISCLAIMER
The Generation Global Private Trust is generally available to investors who can meet certain eligibility
requirements under exemptions from the prospectus requirement in order to invest. Information pertaining
to the Global Generation Value Private Trust is not to be construed as a public offering of securities in any
jurisdiction of Canada. The offering of units in the fund is made pursuant to its offering memorandum only
to those investors in certain jurisdictions of Canada who meet certain eligibility requirements. Please read the
offering memorandum carefully before investing. Investors should contact their investment dealer or Financial
Advisor for more information regarding these exemptions and their requirements.
The information contained herein is for informational and reference purposes only and shall not be construed
to constitute any form of investment advice. Nothing contained herein shall constitute an offer, solicitation,
recommendation or endorsement to buy or sell any security or other financial instrument. Investment
accounts and funds managed by Trapeze Asset Management Inc. may or may not continue to hold any of
the securities mentioned. Trapeze Asset Management Inc., its affiliates and/or their respective officers,
directors, employees or shareholders may from time to time acquire, hold or sell securities mentioned. The
information contained herein may change at any time and we have no obligation to update the information
contained herein and may make investment decisions that are inconsistent with the views expressed in this
presentation. It should not be assumed that any of the securities transactions or holdings mentioned were or
will prove to be profitable, or that the investment decisions we make in the future will be profitable or will
equal the investment performance of the securities mentioned. Past performance is no guarantee of future
results and future returns are not guaranteed.
The information contained herein does not take into consideration the investment objectives, financial
situation or specific needs of any particular person. Trapeze Asset Management Inc. has not taken any steps
to ensure that any securities or investment strategies mentioned are suitable for any particular investor. The
information contained herein must not be used, or relied upon, for the purposes of any investment decisions,
in substitution for the exercise of independent judgment.
The information contained herein has been drawn from sources which we believe to be reliable; however, its
accuracy or completeness is not guaranteed. We make no representation or warranties as to the accuracy,
completeness or timeliness of the information, text, graphics or other items contained herein. We expressly
disclaim all liability for errors or omissions in, or the misuse or misinterpretation of, any information contained
herein.
All products and services provided by Trapeze Asset Management Inc. are subject to the respective
agreements and applicable terms governing their use. The investment products and services referred to
herein are only available to investors in certain jurisdictions where they may be legally offered and to certain
investors who are qualified according to the laws of the applicable jurisdiction. Nothing herein shall constitute
an offer or solicitation to anyone in any jurisdiction where such an offer or solicitation is not authorized or to
any person to whom it is unlawful to make such a solicitation.
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