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• Gold fell by as much as 12% on Friday but ultimately closed about
8.5% lower, after President Donald Trump announced Kevin Warsh
as his nominee for Federal Reserve chair.

• Despite gold experiencing its steepest decline in 13 years, it’s still
up 13% this year. And with two more rate cuts expected this
year, the Fed’s policy direction is unlikely to change—which has
historically triggered the end of bull markets for gold—in the near
term.

• We recently raised our price forecasts following strong demand
reported by the World Gold Council. So, while we anticipate
consolidation between USD 4,500 and 4,800/oz in the coming
days due to volatility from margin calls, we believe gold will rise
thereafter toward our mid-year forecast of USD 6,200 and continue
to rate it as an Attractive hedge.

On 30 January, gold dropped sharply from the record highs achieved the
day before. At its lowest point, the price was down nearly 12%—but it
later recovered a bit to close with an 8.5% loss. This marked the most
substantial one-day decrease in 13 years—a level of volatility commonly
observed following shifts in Federal Reserve policy.
Multiple factors contributed to the sell-off, including investor profit-taking
after recent gains, reduced liquidity in futures markets, and emerging
risks associated with interest rates and the strength of the US dollar.
Concerns regarding interest rates intensified after President Donald Trump
nominated Kevin Warsh—an advocate for strict monetary policy, restrained
growth of the Federal Reserve’s balance sheet, and institutional reform—
as Fed chair.

Consequently, investors are considering whether this event marks the end
of gold's bull market or signals a move into a more unpredictable period.
According to the analysis below, gold bull markets typically don't conclude
simply because fears diminish or prices become too high—they end when
central banks establish their credibility and pivot to a new monetary policy
regime. Since Warsh hasn't demonstrated the same credibility as Volker,
we don't believe this is the end of gold’s bull market.

Framing historical gold cycles
Historically, notable single-day declines—such as those seen on Friday—
and the conclusion of a gold bull market have often corresponded with
periods of policy regime change.

 Gold (USD/oz)

 Forecasts  Spot  
30 Jan 26     4,894  
Mar 26  6,200   
Jun 26  6,200   
Sep 26  6,200   
Dec 26  5,900   
Bloomberg, UBS; Note: Forecasts refer to end of
period.

Gold bull cycles almost always ended
by the Federal Reserve
In index terms, 100=start of bull cycle

Source: Bloomberg, UBS as of January 2026
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Bull markets that ended:
• 1980: The bull market concluded unexpectedly following the

implementation of stringent monetary policies by Paul Volker, which
effectively restored Fed credibility. Consequently, real interest rates
in the United States increased significantly, inflation expectations
declined sharply, and the US dollar experienced an extended period of
appreciation.

• 2013: The bull market ended after the Fed assured markets it could
roll back quantitative easing without causing financial instability—
characterized as a taper tantrum. Inflation did not rise as expected, and
real yields bottomed out before starting to increase. Essentially, gold fell
as investors grew more confident that emergency policies were going
to be quickly reversed.

Mid-cycle corrections:
• 1974: Gold prices experienced a brief decline as real interest rates rose,

but those higher rates did not last; with renewed inflation and declining
confidence in central bank policies, the bull market returned, and prices
surged sharply from 1976 to 1980.

• 2020: Marked by crisis conditions, the gold rally paused then prices fell
as initial concerns regarding COVID subsided. The bull market resumed
in 2024 as the underlying causes—debt worries, policy constraints, and
fragile central bank credibility—remained unresolved.

Throughout past price cycles—the 1970s, the 2000s, and after 2020
—the gold price tended to increase whenever investors doubted Fed
policymakers' ability to maintain the dollar’s real value. Prices fell back
when trust was partially regained, but bull cycles only ended once full
confidence returned.

Where are we in this cycle?
Our analysis indicates that gold is currently in the mid-to-late stage
of its present bull market, moving from a consistent upward trajectory
to one reaching new peaks but with intermittent drawdowns of
5-8%. Importantly, the typical factors historically associated with the
conclusion of gold’s bull market—sustained elevated real interest rates, a
structurally stronger US dollar, improved geopolitical conditions, and fully
re-established central bank credibility—have not yet materialized, in our
view.

The initial market response to Kevin Warsh’s nomination has generally been
viewed as hawkish, particularly regarding his approach to the Fed’s balance
sheet. This sentiment has manifested in lower gold and bitcoin prices,
alongside a modest appreciation of the USD. However, Warsh’s historical
record and evolving policy perspectives suggest a more complex outlook.
As such, we believe a significant shift away from accommodative monetary
policy—such as a Volcker-style tightening—is unlikely.

Fed funds pricing further reflects this view, with an additional
approximately 5 basis points of easing factored in following President
Trump’s announcement; the 53 basis points of cuts expected by the
end of 2026 are aligned with our view for two more cuts. It is also
important to note that achieving consensus within the Fed will be essential
for any potential regime change, especially with the official cessation of
quantitative tightening on 1 December 2025.

US real interest rates expected to
decline further
In %, RHS

Source: Bloomberg, UBS as of January 2026

Gold's correlation to equities remains
low
In %

Source: Bloomberg, UBS as of January 2026

Gold volatility spike opens the doors
for options strategies
In %

Source: Bloomberg, UBS as of January 2026
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What should investors do?
We view this correction as indicative of volatility within a continuing
structural uptrend, rather than suggesting the end of the bull market.
Barring a sustained increase in projected real yields, greater political
stability, improved fiscal conditions, and definitive evidence that US dollar
diversification has reached its zenith—all of which we believe are unlikely
—the gold price will resume its uptrend, in our view. Consequently, we
see gold not as a momentum-driven asset, but rather as a strategic long-
term hedge within an investment portfolio. We believe a mid-single-digit
portfolio allocation is optimal for those with an infinity for gold.

Still, in the short term, market positioning and liquidity will likely be more
influential than underlying fundamentals. Major exchanges are tightening
their margin requirements—such as CME Group, which has increased gold
futures margins on COMEX from 6% to 8% after recent price fluctuations
—and this creates technical challenges by limiting leverage and raising
the cost of holding positions. We anticipate that prices will consolidate in
the coming days at USD 4,500-4,800/oz until fundamentals start to play
a larger role again. We recently raised our demand forecasts for 2026,
reflecting expectations for robust central bank purchases, increased ETF
inflows, and greater demand for bars and coins, all spurred by lower US
real interest rates and persistent geopolitical uncertainty.

We continue to rate gold as Attractive and remain long the metal in our
global asset allocation. We also believe the drop raises opportunities for
income-seeking investors to consider monetizing the relatively high price
volatility.

Gold demand forecasts have been
raised
In metric tons

Source: WGC, UBS as of January 2026
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Historical sell-off
CIO View: Silver
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• Silver sold off by an unprecedented magnitude of 26% on 30
December, with intraday pullbacks from the highs reaching nearly
38%. Such daily price shifts have not been seen in almost half a
century.

• We see scope for a reduction in silver futures positions at key
exchanges amid the extreme surge in volatility. On Monday, the key
factor to watch will be Asia, particularly China, to gauge whether
prices can stabilize.

• Silver prices are currently at our long-term forecast of USD 85/
oz. In our view, an asset exhibiting 60-120% volatility requires an
expected return of 30-60% to go long, which is not yet the case.
Lower prices are therefore needed to make the metal attractive to
us.

In the days leading up to Friday’s sell-off, the silver market was already
experiencing extreme price fluctuations. Prices were moving by high-single-
digit to low- to mid-teen percentages, and intraday high-low ranges
were even greater. With volatility surging, CME Group raised margin
requirements for trading silver futures last Tuesday. To put this into
perspective, one- and three-month historical volatility stood at around 55%
prior to the sell-off—these figures have now jumped to 115% and 78%,
respectively.

What caused the market to reprice silver so violently? In our view, the
starting point is critical: Silver prices were up 250% y/y prior to the
correction. Moreover, traditional drivers of higher prices—such as ETF silver
purchases and net speculative positions in the US futures market—were
already in retreat. Silver prices in China began trading at a significant
premium to those in the US and London. Meanwhile, silver swap rates
turned positive, indicating that demand for the metal became more
narrowly concentrated.

Notably, the nomination of Kevin Wash as the new Federal Reserve chair
to replace Powell has eased the tail risk concerns that had previously
supported the market, in our view. In recent quarters, gold—and by
extension, the entire precious metals sector—has served as a preferred
asset for investors worried about Fed independence. We generally expect
the FOMC’s consensus-driven approach to remain intact. However, we also
anticipate that pressure from President Trump on the Fed to cut rates will
persist, and it remains to be seen how this dynamic will evolve after Powell’s
departure. Additionally, the US continues to run substantial twin deficits.
As a result, concerns about debt sustainability in major economies and the
strategies to address them are unlikely to dissipate.

 Silver (USD/oz)

 Forecasts  Spot  
30 Jan 26     85.2  
Mar 26  105.00   
Jun 26  100.00   
Sep 26  95.0   
Dec 26  85.0   
Source: Bloomberg Finance, UBS; Note: Forecasts
refer to end of period.

A sharp pullback in the silver price
Value in USD/oz

Source: Bloomberg, UBS, as of February 2026

Tail event in silver
Daily price changes

Source: Bloomberg, UBS, as of February 2026
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This should help sustain investor interest in precious metals. Strong
investment demand is required to keep silver at elevated levels, both in
absolute terms and relative to assets such as gold, copper, or equities.
Our market deficit estimate of nearly 300 million ounces is predicated on
investment demand exceeding 400 million ounces this year.

The extent to which Asian—particularly Chinese—investors, who played
a greater role in the recent price rally, view the pullback as a buying
opportunity will be crucial for price discovery next week. Equally important
will be the response of existing investors who have accumulated silver
and now face a metal exhibiting far greater volatility than most could
have anticipated. How investors will react to this volatility shock remains
uncertain, as does the extent of any remaining forced selling by leveraged
accounts with long silver positions.

Beyond the investment demand perspective, silver faces additional
challenges. With more than 50% of demand linked to industrial
applications, we believe current prices—even after a 26% decline—are
likely to result in reduced industrial demand over time, as end-users seek
to optimize silver usage and lower input costs.

Investment considerations
Given these considerations, we believe it is too early to build long-term
exposure to silver. While we maintain our forecasts, we think investors
should carefully consider the return required for an asset that has recently
exhibited 60-120% volatility. Prudent return expectations suggest that
forward-looking returns should be around 0.5 times or higher compared
to the underlying volatility. Applying this framework, we believe a further
pullback is needed before turning constructive on the metal from a
risk-reward perspective. That said, we continue to favor selling silver’s
downside price risks for a yield pickup. Such strategies can take advantage
of the metal’s exceptionally high option volatility. Given the extreme
price fluctuations, these strategies require a very high risk tolerance and
appropriate position sizing within a portfolio context.

Supply and demand balances with and
without investment demand
Values in million ounces

Source: Bloomberg, SI, UBS, as of February 2026

The gold-silver ratio has stabilized at
low levels
Weekly data

Source: Bloomberg, UBS, as of February 2026

Volatility has skyrocketed
Historical volatility based on daily returns, different
trailing windows

Source: Bloomberg, UBS, as of February 2026
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Appendix

Risk information
UBS Chief Investment Office's ("CIO") investment views are prepared and published by the Global Wealth Management
business of UBS Switzerland AG (regulated by FINMA in Switzerland) or its affiliates ("UBS"), part of UBS Group AG ("UBS
Group"). UBS Group includes former Credit Suisse AG, its subsidiaries, branches and affiliates. Additional disclaimer
relevant to Credit Suisse Wealth Management follows at the end of this section.
The investment views have been prepared in accordance with legal requirements designed to promote the independence
of investment research.
Generic investment research – Risk information:
This publication is for your information only and is not intended as an offer, or a solicitation of an offer, to buy or sell
any investment or other specific product. The analysis contained herein does not constitute a personal recommendation or
take into account the particular investment objectives, investment strategies, financial situation and needs of any specific
recipient. It is based on numerous assumptions. Different assumptions could result in materially different results. Certain
services and products are subject to legal restrictions and cannot be offered worldwide on an unrestricted basis and/
or may not be eligible for sale to all investors. All information and opinions expressed in this document were obtained
from sources believed to be reliable and in good faith, but no representation or warranty, express or implied, is made
as to its accuracy or completeness (other than disclosures relating to UBS). All information and opinions as well as any
forecasts, estimates and market prices indicated are current as of the date of this report, and are subject to change
without notice. Opinions expressed herein may differ or be contrary to those expressed by other business areas or divisions
of UBS as a result of using different assumptions and/or criteria. UBS may utilize artificial intelligence tools (“AI Tools”) in
the preparation of this document. Notwithstanding any such use of AI Tools, this document has undergone human review.
In no circumstances may this document or any of the information (including any forecast, value, index or other calculated
amount ("Values")) be used for any of the following purposes (i) valuation or accounting purposes; (ii) to determine
the amounts due or payable, the price or the value of any financial instrument or financial contract; or (iii) to measure
the performance of any financial instrument including, without limitation, for the purpose of tracking the return or
performance of any Value or of defining the asset allocation of portfolio or of computing performance fees. By receiving
this document and the information you will be deemed to represent and warrant to UBS that you will not use this
document or otherwise rely on any of the information for any of the above purposes. UBS and any of its directors or
employees may be entitled at any time to hold long or short positions in investment instruments referred to herein, carry
out transactions involving relevant investment instruments in the capacity of principal or agent, or provide any other
services or have officers, who serve as directors, either to/for the issuer, the investment instrument itself or to/for any
company commercially or financially affiliated to such issuers. At any time, investment decisions (including whether to
buy, sell or hold securities) made by UBS and its employees may differ from or be contrary to the opinions expressed in
UBS research publications. Some investments may not be readily realizable since the market in the securities is illiquid and
therefore valuing the investment and identifying the risk to which you are exposed may be difficult to quantify. UBS relies
on information barriers to control the flow of information contained in one or more areas within UBS, into other areas,
units, divisions or affiliates of UBS. Futures and options trading is not suitable for every investor as there is a substantial
risk of loss, and losses in excess of an initial investment may occur. Past performance of an investment is no guarantee for
its future performance. Additional information will be made available upon request. Some investments may be subject
to sudden and large falls in value and on realization you may receive back less than you invested or may be required to
pay more. Changes in foreign exchange rates may have an adverse effect on the price, value or income of an investment.
The analyst(s) responsible for the preparation of this report may interact with trading desk personnel, sales personnel and
other constituencies for the purpose of gathering, synthesizing and interpreting market information.
Different areas, groups, and personnel within UBS Group may produce and distribute separate research products
independently of each other. For example, research publications from CIO are produced by UBS Global Wealth
Management. UBS Global Research is produced by UBS Investment Bank. Research methodologies and rating
systems of each separate research organization may differ, for example, in terms of investment recommendations,
investment horizon, model assumptions, and valuation methods. As a consequence, except for certain economic forecasts
(for which UBS CIO and UBS Global Research may collaborate), investment recommendations, ratings, price targets, and
valuations provided by each of the separate research organizations may be different, or inconsistent. You should refer to
each relevant research product for the details as to their methodologies and rating system. Not all clients may have access
to all products from every organization. Each research product is subject to the policies and procedures of the organization
that produces it.
The compensation of the analyst(s) who prepared this report is determined exclusively by research management and
senior management (not including investment banking). Analyst compensation is not based on investment banking, sales
and trading or principal trading revenues, however, compensation may relate to the revenues of UBS Group as a whole, of
which investment banking, sales and trading and principal trading are a part.
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Tax treatment depends on the individual circumstances and may be subject to change in the future. UBS does not provide
legal or tax advice and makes no representations as to the tax treatment of assets or the investment returns thereon both
in general or with reference to specific client's circumstances and needs. We are of necessity unable to take into account
the particular investment objectives, financial situation and needs of our individual clients and we would recommend that
you take financial and/or tax advice as to the implications (including tax) of investing in any of the products mentioned
herein.
This material may not be reproduced or copies circulated without prior authority of UBS. Unless otherwise agreed in
writing UBS expressly prohibits the distribution and transfer of this material to third parties for any reason. UBS accepts no
liability whatsoever for any claims or lawsuits from any third parties arising from the use or distribution of this material.
This report is for distribution only under such circumstances as may be permitted by applicable law. For information on
the ways in which CIO manages conflicts and maintains independence of its investment views and publication offering,
and research and rating methodologies, please visit www.ubs.com/research-methodology. Additional information on the
relevant authors of this publication and other CIO publication(s) referenced in this report; and copies of any past reports
on this topic; are available upon request from your client advisor.
Important Information About Sustainable Investing Strategies: Sustainable investing strategies aim to consider
and incorporate environmental, social and governance (ESG) factors into investment process and portfolio construction.
Strategies across geographies approach ESG analysis and incorporate the findings in a variety of ways. Incorporating ESG
factors or Sustainable Investing considerations may inhibit UBS’s ability to participate in or to advise on certain investment
opportunities that otherwise would be consistent with the Client’s investment objectives. The returns on a portfolio
incorporating ESG factors or Sustainable Investing considerations may be lower or higher than portfolios where ESG
factors, exclusions, or other sustainability issues are not considered by UBS, and the investment opportunities available to
such portfolios may differ.
External Asset Managers / External Financial Consultants: In case this research or publication is provided to an
External Asset Manager or an External Financial Consultant, UBS expressly prohibits that it is redistributed by the External
Asset Manager or the External Financial Consultant and is made available to their clients and/or third parties.
USA: Distributed to US persons only by UBS Financial Services Inc. or UBS Securities LLC, subsidiaries of UBS AG. UBS
Switzerland AG, UBS Europe SE, UBS Bank, S.A., UBS Brasil Administradora de Valores Mobiliarios Ltda, UBS (Brasil)
Corretora de Valores S.A., UBS Asesores Mexico, S.A. de C.V., UBS SuMi TRUST Wealth Management Co., Ltd., UBS
Wealth Management Israel Ltd and UBS Menkul Degerler AS are affiliates of UBS AG. UBS Financial Services Inc.
accepts responsibility for the content of a report prepared by a non-US affiliate when it distributes reports
to US persons. All transactions by a US person in the securities mentioned in this report should be effected
through a US-registered broker dealer affiliated with UBS, and not through a non-US affiliate. The contents
of this report have not been and will not be approved by any securities or investment authority in the United
States or elsewhere. UBS Financial Services Inc. is not acting as a municipal advisor to any municipal entity or
obligated person within the meaning of Section 15B of the Securities Exchange Act (the "Municipal Advisor
Rule") and the opinions or views contained herein are not intended to be, and do not constitute, advice within
the meaning of the Municipal Advisor Rule.
For country information, please visit ubs.com/cio-country-disclaimer-gr or ask your client advisor for the full disclaimer.
Additional Disclaimer relevant to Credit Suisse Wealth Management
You receive this document in your capacity as a client of Credit Suisse Wealth Management. Your personal data will be
processed in accordance with the Credit Suisse privacy statement accessible at your domicile through the official Credit
Suisse website . In order to provide you with marketing materials concerning our products and services, UBS Group AG
and its subsidiaries may process your basic personal data (i.e. contact details such as name, e-mail address) until you notify
us that you no longer wish to receive them. You can optout from receiving these materials at any time by informing your
Relationship Manager.
Except as otherwise specified herein and/or depending on the local Credit Suisse entity from which you are receiving
this report, this report is distributed by UBS Switzerland AG, authorised and regulated by the Swiss Financial Market
Supervisory Authority (FINMA).
Version A/2026. CIO82652744
© UBS 2026. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved.
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