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Iran and Gold - Market Commentary

June was a subdued month for international markets though returns were only mildly
negative. The pressure on markets occurred through the combined effect of a declining QOil
price and Materials sector (Resources in South Africa), and the initial bout of Al-related
volatility.

The declines in both Oil and Al caused the S&P 500 to decline -1.0%, more than the
Nasdaq at -0.1%.

The US market led the MSCI World Index down -0.7% while the MSCI World ex-USA was
also down -0.2%. Value outperformed Growth at -0.3% vs -1.1%.

Emerging Markets (EMs), as might be expected, underperformed at -1.4%. We say “as
might be expected” because while EMs are quite disparate they have been heavily driven
in recent months by Taiwan and South Korea. Both of these are very concentrated in AI-
related stocks therefore as the sector experiences pressure so we would expect steeper
declines in both of these markets, and by extension for the MSCI Emerging Markets Index.

Finally South Africa also experienced pressure from its greater exposure to Resources and
to Gold in particular. The local market returned -3.7% in ZAR and -4.8% in USD,
underperforming the MSCI EM Index. Courtesy of declines in Gold and Platinum, and the
wider Resources sector, as well as Al’s outperformance in East Asia, SA is underperforming
for the year-to-date at -1.9% in USD terms vs the MSCI EM Index at +23.8%.

These various market returns are summarised in Table 1 below.
Table 1. South African and global equity returns (USD) for June 2026%*

Jun-26 YTD 2026

FTSE/JSE ALSI (ZAR) -3.7% -3.0%
FTSE/JSE ALSI (USD) -4.8% -1.9%
MSCI World -0.7% 9.7%
MSCI World ex-US -0.2% 9.2%
MSCI EM -1.4% 23.8%
MSCI Value -0.3% 10.5%
MSCI Growth -1.1% 8.8%
S&P 500 -1.0% 10.0%
Nasdaq 100 -0.1% 20.3%

*Total return indices, Source: Factset

As always there are multiple concurrent developments in financial markets. These include

- resurgence of the Iran war

- the AI trade turns negative

- the Fed suspends forward guidance

- Gold has potentially stopped declining

We focus on the Iran war and Gold in this commentary.
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Iran

The Iran war is a geopolitical event but one which carries profound risks for the global
economy and investment markets. Whether and how these risks materialise depends on
how the conflict develops.

The initial publicly stated objectives by Israel and the United States included

- regime change

- prevention of nuclear capability

- removal of ballistic missile capability (those closely following developments would
have noticed this was not in the initial list of objectives but hastily added once the
extent of Iran’s capability and the effectiveness of its strikes on Israel last June
became clear)

- proxy disruption

None of these have been achieved and the war has been a failure for both countries.

The conflict has also evolved where the current phase appears to be focussed primarily on
reopening the Strait of Hormuz. US Secretary of State Marco Rubio recently stated that
the US objective was to now return the Strait to its prewar state. In itself this proves the
war to be a failure.

The Financial Times has quoted President Putin of Russia as stating that “US foreign policy
consistently creates the very security threats it later tries to address”.

In the current environment we find some truth to this, and are immediately able to point
to recent developments as validation

1. the 3-year Gold bull market is a direct consequence of the US sanctioning Russian
central bank assets. Central banks around the world have engaged in consistent
and ongoing purchases of Gold (discussed in the latter part of this commentary) in
response.

2. analogous to developments with Gold, the assault by two nuclear powers on a non-
nuclear power has created every incentive for Iran, and other nations, to acquire
nuclear weapons (there is in fact some suggestion by specialists that Iran already
possesses nuclear weapons - this remains to be seen)

3. the current attempts to reopen the Strait, which was of course open prior to the
conflict, along with details surrounding its operation e.g. Iran’s insistence on tolling.
President Trump’s response on this particular issue, well-covered and so far
unsuccessful, was to attempt to have the US collecting tolls.

Regular readers of this commentary would know that the current state of the conflict is of
no surprise and was to a large extent predictable. We have consistently stated that Iran
remains in control and expect current military action to fail as well.

We say this for two reasons. Firstly, the simple deduction that if there was anything more
the US could do it would have done already. Secondly, independent experts with an
excellent track record in interpreting events have been saying so since before the war -
Iran had clearly warned it would close the Strait if attacked and that the Strait would be
impossible to seize militarily.
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What are the dangers?

For reasons we do not detail here, we do not expect the United States, or President Trump,
to retreat. At the same time since Iran remains in control every passing day leads to lower
Oil inventories and rising risks for the global economy and financial markets.

In terms of possible outcomes we add that

1. Israel is reportedly agitating the US to use nuclear weapons
2. President Putin reportedly warned President Trump, prior to the current round of
hostilities, to expect “new forms of warfare” should the US reinitiate hostilities

Neither of these bodes well and it appears the markets are not appreciating the
possibilities.

Gold
Gold is currently of outsize importance to the local market. Reasons for this include

- its strong performance in recent years has led to a larger weight in the ALSI

- Platinum has divorced from global growth fundamentals to follow Gold in order to
preserve a pricing relationship within Precious Metals (the same for Silver though
this is not available in the local market)

- price volatility combined with a larger weight in the index (Gold and Platinum
combined weigh 21.0% of the ALSI at the time of writing, down from 26.0% several
months ago) means that Gold has remained the underlying driver of ALSI returns
so far in 2026

While a rising price in 2025 and the first two months of 2026 has been enjoyable for
investors, this has been less the case since March with Gold and Platinum shares down an
average -39.7% from March to the end of July.

What has caused the declines and might these end?

We answer these questions back to front - it may be the case that Gold may have stabilised
already though it is perhaps early to confirm this.

As for reasons for the decline, a popular explanation is the rise in the real yields of US
inflation-linked bonds (Treasury Inflation-Protected Securities or TIPS). Gold is an
alternative monetary asset and responds to (primarily US) monetary factors - the value
of the USD, US interest rates, real and nominal, US inflation and money supply. Also
geopolitics. While some argue that this role has diminished we suggest that the recent bull
market is indirectly also in response to geopolitical events i.e. the US sanctions on Russian
reserve funds.

We present in Chart 1 below the Gold price vs the US 10-year TIPS yield for the year-to-
date 2026.
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Chart 1. Gold price vs the US 10-year TIPS real yield year-to-date 2026

US Treasury Constant Maturity Inflation-Indexed (TIPS) - 10 Year DETY
2.410.00 0.00% VWAP: High: 2.44 Low: 1.72 Chg: 24.87%
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The correlation in Chart 1 above appears strong. The underlying logic is that as the return
on cash increases so holding Gold becomes less attractive.

A longer history is presented in Chart 2 below.

Observing Chart 2 it is clear that historically there is also some correlation between the
real yield and Gold. This clearly breaks down however from 2023 when the current Gold
bull market began. The current rise in yields may be a trigger to unwind speculative
excess, or even incidental.

Chart 2. Gold price vs the US 10-year TIPS real yield over 20 years

US Treasury Constant Maturity Inflation-Indexed (TIPS) - 10 Year PETIY
2.410.00 0.00% VWAP: High: 3.15 Low: -1.19 Chg: 0.00%

3.5
US Treasury Constant Maturity Inflation-Indexed (TIPS) - 10 Year - Total Return === Gold New York Spot ($/0z) - Total Return

6,000

Source: Factset

The reason for the breakdown is of course because the real yield has not been driving the
Gold price over this period. Central bank purchases have, and this continues.
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Instead we suggest that towards the middle of last year the Gold bull market reached the
global retail investor. What followed to February was a sustained, sharp upward movement
which we think was speculative in nature, and therefore ripe for reversal.

Where to for Gold?
Chart 3 below presents a yet longer history of Gold and Platinum.

From the Chart we note that historically strong upward movements are followed by sharp
busts. Could history repeat?

We think this is unlikely. The factor which drove Gold prices over the last 3 years i.e.
central bank buying, persists. We therefore expect support for the Gold price.

Chart 3. History of Gold and Platinum prices
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