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Why Gold Is Failing As A Safe Haven

There seems to be widespread disbelief among gold investors, as gold prices have fallen by over
10% since the US and Israel started bombing Iran on February 28th. Many investors think that gold
is a safe haven that should do its best during crisis periods, as we are in. This assumption fails to
consider the biggest driver of all asset prices, liquidity.

Today, as is typical in crises, liquidity tightens, and many foreign countries and companies demand
dollars. As such, the dollar appreciates versus other currencies. With the depreciation of foreign
currencies, gold becomes more expensive. For instance, the euro is down about 7% versus the
dollar since the conflict started. Thus, the price of gold is 7% higher for Europeans than it otherwise
would have been. This causes demand for gold to decline, while the need to sell gold for liquidity
purposes rises.

Alongside the dollar appreciation, Treasury yields have been rising. With long-term bond yields
now approaching 5%, the opportunity cost of holding gold, which earns 0%, becomes higher. While
we wait on official data, we suspect that foreign buying of UST bonds has been brisk.

Higher yields and a stronger dollar create a feedback loop that results in further dollar appreciation
and lower gold prices. As a result, gold is trading like stocks and not the safe haven many expect it
to be.
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Yesterday, we touched on the technical backdrop of the market. We also took a deep dive into the
market breadth and relative strength, and what history tells us about when these measures

become contrarian indicators.

The correction that we have seen so far has been quite normal, despite the more ?doom and
gloom? narratives being expoused on the interwebs. Nonetheless, the recent 5-week streak of
consecutive weekly declines is certainly worrisome. However, it isn?t unprecedented.

S&P 500 Consecutive Weekly Losses

1965 1968

555| §

1971

1974 1577 1980

1983 1986 1989

1992

1995

% Real
Investment
Advice

1938 2001

2004 2007 2010 2013 2016 2019 2022 205


https://realinvestmentadvice.com/wp-content/uploads/2026/03/image-280.png
https://realinvestmentadvice.com/resources/blog/the-vix-is-lying-or-is-it/
https://realinvestmentadvice.com/resources/blog/stock-market-breadth-warning-or-opportunity/
https://simplevisorinsights.com/wp-content/uploads/2026/03/1774951447_964_Why-Gold-Is-Failing-As-A-Safe-Haven.png

Since 1965, the S&P 500 has experienced 26 instances of five or more consecutive weekly
declines?roughly once every 2.3 years. While these streaks feel alarming in real time, the
historical evidence suggests they function more as contrarian buy signals than warnings of further
collapse.

The statistics tell a compelling story. In the week immediately following these streaks, returns
averaged -0.5%, with only 48% of occurrences posting a gain, reflecting residual selling pressure
and lingering fear. At four weeks out, the average return was a modest +0.3%, though only 40% of
cases were positive, indicating that bottoming processes take time and rarely produce V-shaped
recoveries.

The picture shifts meaningfully at longer horizons. At 12 weeks, the average return remained
slightly negative at -0.5%, with 40% positive. At 26 weeks, the average return was -1.7%, with just
36% positive, dragged lower by catastrophic events such as the 2008 Financial Crisis (-28.5%) and
the dot-com collapse (-17.7%). These outliers skew the averages, but the median at 26 weeks of -
5.5% confirms that half of all instances still posted losses at the six-month mark.

However, the 52-week forward returns reveal the true contrarian nature of these events. The
average one-year return was +3.8%, with 56% of instances posting positive returns and a median
gain of +1.9%. Removing the two worst outliers?2008 and the dot-com bust?the average surges
higher, underscoring that most of these decline streaks occurred near meaningful market lows
rather than the beginning of prolonged bear markets.



Date SEP 500 1-Week Later 4-Weeks Later 12-Weeks Later 26-Weeks Later 52-Weeks Later Notable Events
3/18/1966  83.53 1.14% 3.91% (2.36%) (9.65%) 1.94% 1966 Fed Credit Crunch
1/1/1969  103.86 0.13% (1.42%) (4.07%) (6.20%) (11.53%) Vietnam War Inflation
6/20/1969  96.67 0.68% (1.78%) (2.40%) (5.47%) (23.23%) 1969-70 Recession Start
12/12/1969  90.81 0.63% 2.41% (1.44%) (16.12%) (1.49%) 1969-70 Recession
5/8/1970 79.44  (3.20%) (4.12%) (1.75%) 6.02% 29.49% Cambodia / Kent State
5/28/1971  99.63 1.68% (1.65%) (L.30%) (7.72%) 11.07% Bretton Woods Collapse
11/30/1973  95.96 0.57% 1.65% (3.85%) (7.69%) (28.20%) 1973 OPEC Oil Embargo
7/12/1974 8345 0.47% (2.75%) (25.03%) (14.96%) 13.48% Watergate / Stagflation
241977 10188  (163%) (0.67%) (3.38%) (3.06%) (12.03%) Late 1970s Stagflation
8/26/1977  96.06 1.45% (1.06%) (0.76%) (7.88%) 9.20% 1977 Inflation / Energy Crisis
3/14/1980 10543  (2.96%) (1.56%) 137% 19.07% 23.16% 1980 Volcker Rate Shock
3/5/1982 109.34 (0.67%) 5.20% 2.32% 12.20% 40.54% 1981-82 Recession
2/10/1984 15630  (0.36%) (1.25%) 1.80% 5.83% 14.29% 1984 Fed Tightening
12/4/19871 223.92 5.09% 10.34% 17.21% 18.99% 21.39% Post-Black Monday Crash
8/17/1990 32783  (4.98%) (3.36%) (4.30%) 9.61% 18.09% 1990 Gulf War / Recession
4/11/1997 737.65 3.89% 11.81% 24.30% 31.09% 52.20% 1997 Asian Financial Crisis
10/6/2000 1,408.99  (2.47%) 1.26% (6.30%) (17.65%) (26.12%) Dot-Com Bubble Bursting
3202001 1,418 (0.06%) (5.98%) 3.50% (8.15%) (11.70%) Dot-Com / Post-9/11
6/21/2002 989.14 0.07% (14.29%) {10.04%) (9.44%) (0.05%) 2002 Corporate Fraud Scandals
9/27/2002 821.37 (3.24%) 8.49% 8.26% 8.21% 25.25% Enron / WorldCom Fallout
7/16/2004 1,01.39  (1.38%) (3.32%) 1.88% 7.55% 11.49% 2004 Iraq War / Oil Spike
1/18/2008 1,325.19 0.41% 1.87% 0.58% (4.87%) (32.81%) 2008 Subprime Crisis Begins
7/4/2008 1,262.90  (1.85%) (0.21%) (3.95%) (28.48%) (27.24%) 2008 Financial Crisis
6/3/2011 1,300.16  (2.24%) 3.04% (9.49%) (8.30%) (1.70%) 2011 Debt Ceiling Crisis
5/6/2022 412338 (2.41%) (0.36%) 0.17% (8.56%) 0.31% 2022 Fed Tightening / Ukraine
3/27/2026 6,368.85 NJA N/A N/A N/A N/A US Iraq Conflict
Average -0.5% 0.3% -0.5% -1.7% 3.8%
Median -0.1% -0.7% -1.4% -5.5% 1.9%
% Positive 43.0% 40.0% 40.0% 36.0% 56.0%

What makes these streaks contrarian is what they represent: widespread capitulation, extreme
negative sentiment, and indiscriminate selling. Events like the 1997 Asian Financial Crisis (+52.2%
one year later), the 1981-82 Recession (+40.5%), and the Enron/WorldCom fallout (+25.3%)) all
demonstrate that peak pessimism often coincides with attractive entry points.

For today?s market, the current five-week losing streak, occurring amid rising geopolitical tensions,
places us squarely within this historical pattern. History does not guarantee a rally, and the near-
term path (1-to-26 weeks) often remains choppy. But the weight of evidence suggests that
investors who maintain discipline and avoid panic selling during these episodes are more often
rewarded than punished over the following year. The discomfort of the moment is typically the price
of admission for forward returns.

With this in mind, let me review what we discussed in yesterday?s blog post linked above.

?Stock market breadth will eventually resolve, either by individual stocks recovering
toward the benchmark level, or by the index itself catching down to the damage that?s
already been inflicted.?
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History says the former is far more likely given the current configuration of indicators. Given that
backdrop, here are some steps to consider for your personal situation, goals, and objectives.

#  ACTION RATIONALE

7 of the market's 10 best days occur within 2 weeks of the worst
01 Do NOT panic sell days (JPMorgan). Selling into fear locks in losses and
quarantees you miss the rebound.

Rebalance overweight If mega-cap tech had you overweight pre-sell-off, use this

% positions volatty o reaigntotarget weights — via discipline, not fear

Energy (0% in bear territory), utilities (6%), and staples (14%)
are showing far less breadth damage. Add income and lower

Rotate toward defensive
03 uali
quality volatity

Historical setups like this find a lower low within 1-3 months in

g Hold drypowderforthe i aces. Having cash to deploy at thatevel s a stuctura

L advantage.
. Every sustained bear market since 2000 saw the 200-DMA tum
05 z:g;:?l;:zlioo'nm flat or declining. It stil ising. That changes the calculus entirely

if it rolls over.

Can you hold through a 20%+ drawdown without selling? If not,
you're carrying more risk than you can sustain. Correct the
portfolio now, not at the bottom.

Audit your real risk

06 tolerance

The goal isn?t to time the bottom. Nobody does that consistently.&#2013266080;The goal is
to avoid permanent capital impairment from panic selling, reduce risk through disciplined
rebalancing, and be positioned to participate in the recovery. Based on every comparable episode
in the modern era, that recovery has come, and it has come faster than the fear of the moment
would suggest.

Don't invest alone.
Tap into the power of ——

SimpleVisor”

Value Over Growth Is Back In Vogue

As was the trend prior to the Iranian conflict, value has reasserted itself as the preferred sectors
and factors for investors. Growth stocks, especially mega-cap growth and the Magnificent Seven,
were among the worst performers last week. The graphic below, courtesy of SimpleVisor, shows
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that high-dividend-yield and large-cap value stocks are the most overbought relative to other
sectors. However, they are decently oversold on an absolute basis. Mega Cap Growth and
Disruptive Tech (ARKK) are very oversold on a relative and absolute basis. Note that a large
majority of the factors are overbought relative to the market, meaning many stocks are
outperforming the S&P 500 during this downturn.

The second graphic shows that almost all sectors, except energy stocks, are oversold on an
absolute basis. Energy, not surprisingly, is grossly overbought. It may remain so until oil prices
normalize. We advise taking profits in the sector and being ready to rotate out of energy if the
conflict shows signs or the flow of oil resumes toward more normal levels.
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Stock Market Breadth: Warning Or Opportunity

The S&P 500 is down roughly 7% from its January 27 all-time high. Unsurprisingly, the media is full
of ?red? headlines discussing the seemingly ?endless? correction we are in. Unsurprisingly,
previously complacent investors are now anxious, as nothing seems to be working. But that index-
level headline conceals something far more alarming: stock market breadth has collapsed.
According to Morgan Stanley, approximately 42% of S&P 500 members are already down 20% or
more from their 52-week highs. More than 200 companies are in their own private bear markets,
even as the index itself is not in one.

This was a point we noted in this past weekend?s Bull Bear Report:

?J.P. Morgan captured the paradox: the S&P 500 is down only ~9% despite oil rising
70% and the Fed shifting from pricing two cuts to a 50% probability of a hike, and
software falling 20%.&#2013266080;As we noted recently, a much larger correction is
underway in the market.?
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The Damage Is Much Worse Than the Index Shows

sz-week drwdown of sach seclor compared with the average drasdown of its component stacks.
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While ?times have been tough lately,? this is not a new phenomenon.

READ MORE?

Tweet of the Day

m Michael Lebowitz, CFA € @michaellebowitz - 20s {7

=¥ Junk credit spreads are certainly widening, but if this is going to become a
meaningful move, we are not even out of the first inning.

?Want to achieve better long-term success in managing your portfolio? Here are our 15-trading
rules for managing market risks.?



https://simplevisorinsights.com/wp-content/uploads/2026/03/1774951451_940_Why-Gold-Is-Failing-As-A-Safe-Haven.png
https://realinvestmentadvice.com/resources/blog/stock-market-breadth-warning-or-opportunity/
https://simplevisorinsights.com/wp-content/uploads/2026/03/Why-Gold-Is-Failing-As-A-Safe-Haven.jpg
https://realinvestmentadvice.com/resources/blog/riapro-15-investing-rules-to-win-the-long-game/
https://realinvestmentadvice.com/resources/blog/riapro-15-investing-rules-to-win-the-long-game/

Please subscribe to the daily commentary to receive these updates every morning before
the opening bell.

If you found this blog useful, please send it to someone else, share it on social media,
or contact us to set up a meeting.
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