Commodities & Safe Havens

Gold, Oil, and Risk Sentiment — Lesson Explainer

The Concept

Commaodities are physical goods traded on their own supply and demand. Oil responds to production,
inventory, and global growth expectations. Industrial metals like copper track manufacturing
closely enough to be nicknamed 'Dr. Copper" for its economic diagnostic value.

Gold behaves differently - limited industrial use relative to supply means it trades largely as a
store of value, rising during high inflation, currency weakness, or geopolitical stress even when
its own supply/demand is unchanged.

Gold and certain currencies have historically behaved as safe havens, often strengthening a
negative correlation to stocks exactly when it matters most. Oil, more tied to the real economy,
often falls alongside stocks in a growth scare rather than hedging them.

lllustrative Example: Reactions to a Hypothetical Risk-Off Event

Stocks Sharp Decline Broad risk-off selling

Gold Rises Store-of-value demand as confidence wavers

oil Often Falls Growth-scare fears reduce expected energy demand
Safe-Haven Currency Strengthens Capital flows toward perceived safety

Gold and the safe-haven currency move opposite to stocks, reinforcing their role as crisis
diversifiers, while oil - more tied to real economic activity - often falls alongside stocks
rather than hedging them.
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1. Not all commodities behave the same in a crisis - gold's role differs sharply from oil's.
2. Gold's price reflects sentiment as much as supply and demand - confidence is a major driver.
3. 'Safe haven' status isn't fixed forever - a strong historical pattern, not an ironclad rule.
4. Oil is a genuine economic bellwether - it often reacts before other data confirms a slowdown.

5. Commodities can add real diversification, but selectively - which one matters as much as
holding any.

4 Things to Check When Reading Commodity Signals

« Distinguish gold from other commodities - treat its sentiment-driven behavior separately.

* Read oil as a growth signal - a falling price alongside weak data reinforces a growth-scare
read.

 Cross-check against currencies - a consistent gold and safe-haven-currency signal is stronger.

» Don't assume permanence - check historical safe-haven relationships are holding in this episode.

Worth knowing:

this explains commodity and safe-haven dynamics using illustrative numbers - it isn't personalized
financial advice, and no reaction or asset here is a recommendation to trade. Historical safe-haven
behavior is a strong pattern, not a guarantee, and can vary across different crisis types.

Commodities & Safe Havens — Lesson Explainer Growth Capital Group growthcapitalgroup.co Page 2



R m————————————————
COMMODITIES & SAFE HAVENS — LESSON EXPLAINER

Quiz — Answer the questions, then check the key on the next page

. Why does gold behave differently from most other commodities, according to this lesson?

. Gold has no price at all

1

A

B. Gold is only traded by central banks

C. Gold has limited industrial use relative to supply and trades largely as a store of value
D

. Gold's price is fixed by law in every country

. Why does oil often behave differently from gold during a growth scare?

. Oil and gold always move in perfect lockstep
. Oil is more tied to the real economy, so it often falls alongside stocks rather than hedging them

. Oil has no relationship to economic activity at all
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. Oil is not considered a commodity

3. In the illustrative example, what happened to gold and the safe-haven currency during the risk-
off event?

A. Both fell sharply alongside stocks

B. Both became worthless

C. Neither asset moved at all

D. Both moved opposite to stocks, rising or strengthening as stocks fell

4. |s "safe haven" status a permanent, guaranteed feature of an asset?

A. No - it's a strong historical pattern, not an ironclad rule, and can vary across different crisis
types

B. Yes, safe-haven assets are legally guaranteed to rise in every crisis

C. Yes, but only for gold specifically, never for currencies

D. Safe-haven status is determined by a vote among central banks

5. What does "Dr. Copper" refer to in this lesson?

A. A nickname for the Federal Reserve chair

B. A type of gold-backed currency

C. Copper's price being used as a diagnostic read on economic health, given its tie to manufacturing
and construction

D. A medical device made from copper
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Answer Key

1. Why does gold behave differently from most other commodities, according to this lesson?

Correct answer: C. Gold has limited industrial use relative to supply and trades largely as a

store of value

Gold's limited industrial use means it trades largely on sentiment and confidence.

2. Why does oil often behave differently from gold during a growth scare?

Correct answer: B. Oil is more tied to the real economy, so it often falls alongside stocks rather

than hedging them

Oil is more tied to real economic activity, so growth-scare fears push it down alongside stocks.

3. In the illustrative example, what happened to gold and the safe-haven currency during the risk-
off event?

Correct answer: D. Both moved opposite to stocks, rising or strengthening as stocks fell

Gold rose and the safe-haven currency strengthened while stocks fell.

4. Is "safe haven" status a permanent, guaranteed feature of an asset?

Correct answer: A. No - it's a strong historical pattern, not an ironclad rule, and can vary

across different crisis types

Safe-haven behavior is a strong historical pattern, not a guarantee.

5. What does "Dr. Copper" refer to in this lesson?

Correct answer: C. Copper's price being used as a diagnostic read on economic health, given its

tie to manufacturing and construction

Copper's price tracks manufacturing and construction closely enough to earn the nickname.
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