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Gold Technical Update: Should price action be respected?
Given the extreme move higher in US yields last week and Golds somewhat muted
response and preference to remain within its comfort range either side of $1200 for
8weeks now, its worthwhile to analyze the technical landscape and assess where
critical inflection points lie.
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Technically compressed:
 Gold has traded in a tight $30 range for over a month, between $1181 and $1215 (on cash basis). Its sitting comfortably below the 200
Weekly MA (at $1233) and the recent range is currently being capped by the 0-23.6% Fib retracement using Golds high/low yearly
prints
Nearby inflection points: page 2
 Topside: recent series of highs ($1215), 23.6% Fib retracement resistance at $1208.90, $1233 (convergence of100 daily MA and the
200 weekly MA )
 Downside: $1180 (a weekly close beneath is bearish), $1160 (YTD low & ‘max’ discount to 200DMA) & series of lows clustered $1120$1130. CNY 260 and €1015 are also short-term support levels of Gold priced in non-USD
known Gold participants are long or short at: page 4
 Most recently purchased ETFs are long ~4m oz of Gold at an average price of $1330
 Recent COT managed money participants are short >13m oz at an average price of $1241
 Central Banks who bought in Q3 will own Gold at average price of $1212
Fed levels: Page 3
 The December Fed hikes (Dec ‘15, ‘16 & ‘17) were unequivocally bullish Gold within the first 40days.
 Floors in Gold at $1060 (1st Fed hike) and $1135 (2nd Fed hike) which Gold has not revisited reinforcing the lack of disinflationary
trends and fact that
 Topside: Gold has never traded above $1350 during this Fed hiking cycle, despite several attempts
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Nearby inflection points:



A weekly close above both the recent series of highs ($1215) would put it above the 23.6% Fib retracement resistance and help ensure
the next higher range of $1209—$1239 is forged.



Alternatively, a weekly close beneath $1180, opens up a much deeper retraction taking aim at the series of lows clustered $1120-$1130



Both the 100 daily MA and the 200 weekly MA converge at $1233 cash, a ceiling for now.



Since falling below the 200 DMA in June ’18, Golds spent >100 days beneath it, which is one of the longest stretches since the 2013
Gold rout. Gold also has a tendency, in this current regime to not extend its discount to the 200DMA beyond $120 for very long. Currently
the 200 DMA sits at $1280 implying a technical floor of $1160 if the last 4years is any indication.
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Fed Levels:


The December Fed hikes (Dec ‘15, ‘16 & ‘17) were unequivocally bullish Gold within the first 40days. This can largely be explained by the fact that Gold traded heavily in the lead-up to a Fed hike, because 1) hikes were a new phenomenon, and 2) policy
uncertainty and the unknown tightening cycle of future rate hikes, was more bearish than the actual hike.



Now, given the markets reliance on the Feds dot plot to guide future economic forecasts (which arguably creates more certainty
around future hikes), Golds become increasingly less bearish in the lead up to hikes and thus increasingly less bullish in response. Gold is used to this tightening cycle. Nonetheless, some key lines in the sand:



The Dec ‘15 and Dec’16 have marked some solid floors in Gold at $1060 and $1135 respectively, perhaps reinforcing the lack of
disinflationary trends.



Topside: Gold has never traded above $1350 during this Fed hiking cycle, despite several attempts
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Gold technicals in other terms: Gold levels in other currencies, or broad levels known

participants—ETFs, managed

money shorts and Central Banks—have recently entered or exited at:

XAUEUR: Given the return of debt crisis fears as the Italian budget standoff with EU intensifies, Gold priced in EUR, should in theory,
be the best expression to hedge out uncertainty.



Old support-new-resistance at €1050. The level was well protected in 2017, but with the summer ‘18 reprice lower across all metals, €1015 seems to have taken over the role as next support, with ~4 attempts (and subsequent failures) to convincingly break this
level within the last 10days.

Gold in Yuan: Gold in CNY has been even more compressed (vs historical standards) compared to Gold in US$, largely trading 260275 (CNY/gram*) the past 6months, compared to the 220-300 range seen in 2015/6 (SGE T+D contract).



That’s largely because the Dollar/CNH has been implicitly very contained around 6.80-6.95 (per US$) since August - something
(yuan depreciation this summer) the US is carefully monitoring ahead of the Treasury's FX policy report due Oct 14 ‘18. Support at
CNY 260 that helps for almost 3years

Gold ETFs have currently liquidated all holdings that were accumulated at the end of 2017 and beginning of 2018 (a total of ~4m was
accumulated to a reach peak of 72m oz in May 2018). If one makes the very broad assumption that holders enter/exit on a LFIO basis
(Last In First Out), and that theres limited data lag in the ETF reporting then:



analyzing the weekly inflows, one can estimate that the ~4m oz of ETF purchases, were bought at an average price of
$1330 (largely because most of the sizeable weekly inflows occurred in Jan & April 2018 at $1340-1345…)

COT: Gross managed money shorts added >13m oz of net short positioning from mid June ’18 until now.



Analyzing the COT weekly fresh shorts, they are short at an average price of $1241 (most of the large fresh shorts were ignited
in Jun eat $1280 and and July at $1240 levels).

Central Banks who purchased Gold recently include:



Poland: the first EU member to buy Gold since 1998. Over 9t onnes was bought in June (2t) and August (7t), putting the
weighted average at under $1220.



Russia, Turkey & Kazakhstan have dominated buying trends this year, together responsible for >225tonnes of Gold purchases.



While full Q3 CB purchases have not yet been released by the IMF, Gold averaged $1212 in Q3.
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The information contained in this presentation is being provided for information and discussion purposes only. An investment decision should not be
made solely on the basis of the contents of this presentation. This presentation is being provided upon the express understanding that no representation or warranty, express or implied, is made, or responsibility of any kind accepted, by The Bank of Nova Scotia, Scotiabank Europe plc, or any of their
respective affiliates (“Scotiabank”TM), their directors, agents or employees with respect to the completeness or accuracy of the information, conclusions and opinions provided herein, or as to the achievement or reasonableness of any projections, targets, estimates, or forecasts and nothing in this
presentation should be relied upon as a promise or representation as to the future. Past performance or simulated past performance is not a reliable
indicator of future results. Forecasts are not a reliable indicator of future performance.. This presentation has not been prepared (i) by a member of the
research department of Scotiabank, or (ii) in accordance with the legal requirements designed to promote the independence of investment research. It
is considered a marketing communication for regulatory purposes and is solely for the use of sophisticated institutional investors. This presentation
does not constitute investment advice or any personal recommendation to invest in a financial instrument or “investment research” as defined by the
UK Prudential Regulation Authority and the UK Financial Conduct Authority, and its content is not subject to any prohibition on dealing ahead of the
dissemination of investment research.

The information contained in this presentation reflects prevailing conditions and our judgment as of the date of the presentation, all of which are subject
to change or amendment without notice, and the delivery of any such amended information at any time does not imply that the information (whether
amended or not) contained in this presentation is correct as of any time subsequent to its date. Scotiabank undertakes no obligation to update or correct any information contained herein or otherwise to advise as to any future change to it. Scotiabank does not provide any applicable tax, accounting
or legal advice and in all cases independent professional advice should be sought in those areas.

This presentation incorporates information which is either non-public, confidential or proprietary in nature, and is being furnished on the express basis
that this information will not be used in a manner inconsistent with its confidential nature or be disclosed to anyone other than as may be required by
law or to those who have been informed of the confidential and proprietary nature of this presentation. This presentation and its contents are strictly
confidential to the person to whom it is delivered and may not be copied or distributed in whole or in part or disclosed by such persons to any other
person without the prior written consent of Scotiabank. This presentation and the information contained herein remain the property of Scotiabank.

This presentation is not and shall not be construed as an offer, invitation, recommendation or solicitation to sell, issue, purchase or subscribe any securities or bank debt in any jurisdiction or to enter into any transaction. Nothing in this document contains a commitment by Scotiabank to sell, issue,
purchase or subscribe for financial instruments, or securities, to provide debt or to invest in any way in any transaction described herein, or otherwise
provide monies to any party. Any participation by Scotiabank in any transaction would only be provided in writing after satisfactory legal, financial, tax,
accounting and commercial due diligence, as well as being subject to internal approval processes. Any transaction implementing any proposal discussed in this document shall be exclusively upon the terms and subject to the conditions set out in the definitive agreement related thereto.
This presentation is not directed to or intended for use by any person resident or located in any country where the distribution of such information is
contrary to the laws of such country. Scotiabank, its directors, officers, employees or clients may currently or from time to time own or hold interests in
long or short positions in any securities referred to herein, and may at any time make purchases or sales of these securities as principal or agent. Scotiabank may also have provided or may provide investment banking, capital markets or other services to the companies referred to in this presentation.

TM

Trademark of The Bank of Nova Scotia. Used under license, where applicable. Scotiabank, together with "Global Banking and Markets", is a marketing name for the global corporate and investment banking and capital markets businesses of The Bank of Nova Scotia and certain of its affiliates in the
countries where they operate, including Scotia Capital Inc., Scotia Capital (USA) Inc., Scotiabanc Inc.; Citadel Hill Advisors L.L.C.; The Bank of Nova
Scotia Trust Company of New York; Scotiabank Europe plc; Scotiabank (Ireland) Designated Activity Company; Scotiabank Inverlat S.A., Institución de
Banca Múltiple, Scotia Inverlat Casa de Bolsa S.A. de C.V., Scotia Inverlat Derivados S.A. de C.V. – all members of the Scotiabank Group and authorized users of the mark. The Bank of Nova Scotia is incorporated in Canada with limited liability. Scotia Capital Inc. is a member of CIPF. Scotia Capital
(USA) Inc. is a registered broker-dealer with the SEC and is a member of the NASD and SIPC. The Bank of Nova Scotia is authorised and regulated
by the Office of the Superintendent of Financial Institutions of Canada. Scotia Capital Inc. is authorised and regulated by the Investment Industry Regulatory Organization of Canada. The Bank of Nova Scotia and Scotiabank Europe plc. are authorised by the UK Prudential Regulation Authority. The
Bank of Nova Scotia is subject to regulation by the UK Financial Conduct Authority and limited regulation by the UK Prudential Regulation Authority.
Scotiabank Europe plc is regulated by the UK Financial Conduct Authority and the UK Prudential Regulation Authority. Details about the extent of The
Bank of Nova Scotia 's regulation by the UK Prudential Regulation Authority are available upon request. Scotiabank Inverlat, S.A., Scotia Inverlat Casa
de Bolsa, S.A. de C.V., and Scotia Derivados, S.A. de C.V., are each authorized and regulated by the Mexican financial authorities.
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IMPORTANT NOTICE and DISCLAIMER:

This report is prepared by Scotiabank as a resource for clients of Scotiabank for information and discussion purposes only. This report should be considered a
marketing communication and has not been prepared by a member of the research department of Scotiabank, it is solely for the use of sophisticated institutional investors, and this report does not constitute investment advice or any personal recommendation to invest in a financial instrument or “investment research” as defined by the UK Prudential Regulation Authority or UK Financial Conduct Authority. This document has not been prepared in accordance with EU
legal requirements designed to promote the independence of investment research and the information contained in this publication is not subject to any prohibition in the EU on dealing ahead of the dissemination of investment research. Opinions, estimates and projections contained herein are our own as of the
date hereof and are subject to change without notice. The information and opinions contained herein have been compiled or arrived at from publically available
sources believed reliable but no representation or warranty, express or implied, is made as to their accuracy or completeness and neither the information nor
the forecast shall be taken as a representation for which Scotiabank or any of its employees incur any responsibility. Neither Scotiabank nor its representatives
accept any liability whatsoever for any loss arising from any use of this report or its contents. This report is not, and is not constructed as, an offer to sell or
solicitation of any offer to buy any financial instruments and has no regard to the specific investment objectives, financial situation or particular needs of any
recipient. It is not intended to provide legal, tax, accounting or other advice. Scotiabank and/or its respective officers, directors or employees may from time to
time take positions in the products mentioned herein as principal or agent. Directors, officers or employees of Scotiabank may serve as directors of corporations referred to herein. Scotiabank may have acted as financial advisor and/or underwriter for certain of the corporations mentioned herein and may have
received and may receive remuneration for same. This report may include forward-looking statements about the objectives and strategies of Scotiabank. Such
forward-looking statements are inherently subject to uncertainties beyond the control of Scotiabank including but not limited to economic and financial conditions globally, regulatory development in Canada and elsewhere, technological developments and competition. The reader is cautioned that the member's
actual performance could differ materially from such forward-looking statements. Past performance or simulated past performance is not a reliable indicator of
future results. Forecasts are not a reliable indicator of future performance. You should note that the manner in which you implement any of strategies set out in
this report may expose you to significant risk and you should carefully consider your ability to bear such risks through consultation with your legal, accounting
and other advisors. Information in this report regarding services and products of Scotiabank is applicable only in jurisdictions where such services and products may lawfully be offered for sale and is void where prohibited by law. If you access this report from outside of Canada, you are responsible for compliance
with local, national and international laws. Not all products and services are available across Canada or in all countries. All Scotiabank products and services
are subject to the terms of applicable agreements. This report and all information, opinions and conclusions contained in it are protected by copyright. This
report may not be reproduced in whole or in part, or referred to in any manner whatsoever nor may the information, opinions and conclusions contained in it be
referred to without in each case the prior express consent of Scotiabank. Scotiabank is a Canadian chartered bank.
If you are affected by MIFID II, you must advise us in writing at trade.supervision@scotiabank.com.
™Trademark of The Bank of Nova Scotia. Used under license, where applicable. Scotiabank, together with “Global Banking and Markets”, is a marketing
name for the global corporate and investment banking and capital markets businesses of The Bank of Nova Scotia and certain of its affiliates in the countries
where they operate, including, Scotia Capital Inc. and Scotia Capital (USA) Inc., Scotiabank Europe plc, Scotiabank (Ireland) Limited - all members of the
Scotia-bank Group and authorized users of the mark. The Bank of Nova Scotia is incorporated in Canada with limited liability. Scotia Capital Inc. is a member
of the Canadian Investor Protection Fund. Scotia Capital (USA) Inc. is a broker-dealer registered with the SEC and is a member of FINRA, NYSE, NFA and
SIPC. The Bank of Nova Scotia is authorized and regulated by the Office of the Superintendent of Financial Institutions in Canada. The Bank of Nova Scotia is
authorized by the Prudential Regulation Authority and subject to regulation by the Financial Conduct Authority and limited regulation by the Prudential Regulation Authority. Details about the extent of The Bank of Nova Scotia's regulation by the Prudential Regulation Authority are available from us on request. Scotiabank Europe plc is authorized by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority.
To unsubscribe from receiving further Commercial Electronic Messages click this link: www.unsubscribe.gbm.scotiabank.com
IMPORTANT NOTICE and DISCLAIMER: This document is intended for Scotiabank institutional investors only. It may not be distributed to retail clients without prior authorization from Scotiabank. Recipients who are not categorized as institutional investors or market professionals should seek advice from their
personal financial advisor before considering information in this report in connections with any investment decision. This publication has been prepared by The
Bank of Nova Scotia (Scotiabank) for informational and marketing purposes only. Opinions, estimates and projections contained herein are our own as of the
date hereof and are subject to change without notice. The information and opinions contained herein have been compiled or arrived at from sources believed
reliable, but no representation or warranty, express or implied, is made as to their accuracy or completeness and neither the information nor the forecast shall
be taken as a representation for which Scotiabank, its affiliates or any of their employees incur any responsibility. Neither Scotiabank nor its affiliates accept
any liability whatsoever for any loss arising from any use of this information. This publication is not, and is not constructed as, an offer to sell or solicitation of
any offer to buy any of the currencies referred to herein, nor shall this publication be construed as an opinion as to whether you should enter into any swap or
trading strategy involving a swap or any other transaction. The general transaction, financial, educational and market information contained herein is not intended to be, and does not constitute, a recommendation of a swap or trading strategy involving a swap within the meaning of U.S. Commodity Futures Trading Commission Regulation 23.434 and Appendix A thereto. This material is not intended to be individually tailored to your needs or characteristics and should
not be viewed as a “call to action” or suggestion that you enter into a swap or trading strategy involving a swap or any other transaction. You should note that
the manner in which you implement any of the strategies set out in this publication may expose you to significant risk and you should carefully consider your
ability to bear such risks through consultation with your own independent financial, legal, accounting, tax and other professional advisors. Scotiabank, its affiliates and/or their respective officers, directors or employees may from time to time take positions in the currencies mentioned herein as principal or agent, and
may have received remuneration as financial advisor and/or underwriter for certain of the corporations mentioned herein. Directors, officers or employees of
Scotiabank and its affiliates may serve as directors of corporations referred to herein. All Scotiabank products and services are subject to the terms of applicable agreements and local regulations. This publication and all information, opinions and conclusions contained in it are protected by copyright. This information
may not be reproduced in whole or in part, or referred to in any manner whatsoever nor may the information, opinions and conclusions contained in it be referred to without the prior express written consent of Scotiabank.
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