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Macro and market conditions
Gold has benefited from a diverse set of factors; many of them seem to be here to stay, reinforcing the gold’s role as a safe haven and a
place in global portfolios.

Converging tailwinds 
strengthening gold’s 

outlook

Low correlation with other 
reserve assets

Non-renewable commodity

Uncertainty at unprecedented 
levels

Unclear fiscal policy path

Lower rates and weaker 
USD

Investor positioning

• Supply is inherently limited

• Trade tensions
• Geopolitical and security risks
• Political instability
• Central bank Independence

concerns

• Some investors remain
underexposed to precious
metals, leaving room for
inflows

• Potential allocations to gold

Gold has no passport

• Not tied to any single country

• Future fiscal discipline
remains uncertain

• Provides strong diversification
benefits
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UST 20-30Y 2.7% 15.2% 25.7%

Metrics

Why Gold Still Matters for Central Banks

Dendrogram of the Hierarchical Clustering process based on the 
Spearman correlation matrix 

Units

• From a quantitative perspective, given its low correlation with traditional reserve assets, gold has been a key component of international
reserves… and still looks strong…

Prospective Return Distribution of Selected Assets
Percentage

Source: Banco de México with, Bloomberg data.
Assets denominated in 

dollars and yenUS money market Assets with currency exposure 
in different regions

Gold

Equity 
index

Assets 
denominated in 

yuan
Source: Bank of Mexico with Bloomberg data as of August 29, 2025 using information since 2015. Note: the Spearman correlation is defined as 𝜌𝜌𝑆𝑆 = 𝐶𝐶𝐶𝐶𝐶𝐶(𝐹𝐹𝑋𝑋,𝐹𝐹𝑌𝑌)

𝑉𝑉𝑉𝑉𝑉𝑉(𝐹𝐹𝑋𝑋) 𝑉𝑉𝑉𝑉𝑉𝑉(𝐹𝐹𝑌𝑌)
, while 

the linear correlation is defined as 𝜌𝜌𝑃𝑃 = 𝐶𝐶𝐶𝐶𝐶𝐶(𝑋𝑋,𝑌𝑌)
𝑉𝑉𝑉𝑉𝑉𝑉(𝑋𝑋) 𝑉𝑉𝑉𝑉𝑉𝑉(𝑌𝑌)

 . *For New Zealand the 1–5 year sector is considered, while for the other countries, the 1–3 year sector is used.
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• Expansion of custody options: New custodians have shown interest in participating in the market, offering more products
and increasing competition.

• Growth of alternative investment vehicles: Non-traditional instruments such as gold ETFs have become more popular.

• Increase in market participants: The growing number of investors has expanded liquidity and trading opportunities.

• Diversification of market infrastructure: Custodians, intermediaries, and trading venues have become more varied and
geographically diversified.

• Gold’s resurgence have led to a proliferation of different activities related to its market, or at least these activities are
now more visible to investors.

Enhancers for gold investments
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Unlocking the Potential of Gold Holdings
• Gold, by itself, entails storage and custody costs and provides no interest, no carry, no convexity, nor dividends. But there are
alternatives to income generation from gold holdings.
• What is the more efficient way to have gold exposure? Every vehicle has its pros and cons!

Strategies to Enhance Gold Portfolio Returns*

Gold deposits

Swaps 

Location swaps

Derivative strategies

Generate income by lending gold

Exchange gold exposure for foreign 
currency

Access gold pricing and liquidity in 
different jurisdictions

Use forwards, options, or futures to 
manage exposure, hedge price risk, or 

capture tactical opportunities.

Vehicles for Gold Exposure*

Enable to hedge downside or enhance returns

Premiums

Physical bars Offer direct exposure

Entails storage, insurance, and transport costs

Forwards Useful for managing short-term exposures

May involve counterparty and rollover risks

Options

ETFs
Offer liquid and easily tradable exposure

Involves management fees

*The check marks indicate the asset classes currently included in our investments.
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The views and opinions expressed in this presentation are my own and do 
not necessarily reflect the official position of Banco de México.

This document has been prepared exclusively for its use during the LBMA/LPPM Global Precious Metals Conference on October 28th,2025.

It contains confidential and privileged information that is protected by Mexican law. Partial or total reproduction, modification, use, disclosure, and/or
inappropriate or unauthorized distribution of any information without the prior consent of Banco de México may be prosecuted under Mexican law. Banco
de México reserves the right to pursue in any form of legal action, including any damages, that could result from the inappropriate or unauthorized use of
the information contained herein.
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Elegible Instruments for Gold Trading

Source: Banco de México, Bloomberg.

Excess Return of the Gold Portfolio 
versus the Benchmark

Basis points

• A broad range of instruments for trading gold has provided us with opportunities to capitalize on emerging market conditions, enabling
excess returns over the benchmark this year.

• The recent surge in investor appetite for gold has had, and is expected to continue having, significant impacts on the evolution and
structure of the gold market.

Key Market Impacts

Source: Banco de México.

NDFs

Forwards Swaps

Options

DepositsSpot

• Expansion of custody options: New custodians
have shown interest in participating in the
market, potentially increasing competition.

• Growth of alternative investment vehicles: Non-
traditional instruments such as gold ETFs have
become more popular.

• Increase in market participants: The growing
number of investors has expanded liquidity and
trading opportunities.

• Diversification of market infrastructure:
Custodians, intermediaries, and trading venues
have become more varied and geographically
diversified.

Why Gold Still Matters for Central Banks
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