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Gold has staged an impressive rally thus far in 2024, with the metal recently hitting an all-time high. We believe that recent price levels
could be sustainable, potentially supported by likely Federal Reserve interest rate cuts, the possibility of a “higher for longer” inflationary
environment, and recently robust physical market demand. In our view, gold miners could be particularly well positioned to capitalize on
elevated bullion prices, based on what we see as attractive valuations and the potential for increased M&A activity.

Key Takeaways

— Gold’s function as a store of value has stood the test of time, helping owners maintain their purchasing power over thousands of
years.

— Gold’s year-to-date (YTD) rally to all-time highs was driven by both the physical and financial markets. Current prices may be
sustainable, with the Fed funds futures market currently pricing in a high probability of interest rate cuts this year."

— Gold miners and explorers have historically offered higher leverage to rising gold prices, with possible increased M&A activity
potentially driving outsized returns for miners and explorers, such as those in the Global X Gold Explorers ETF (GOEX), relative
to physical gold.

Gold as a Store of Value

Gold’s long-term track record as a store of value is unmatched by any other asset, standing the test of time and preserving its value for
thousands of years. The most pronounced example of this is the salary of Centurion soldiers under Roman Emperor Augustus, who
were paid 38.58 ounces of gold per year.? This equates to nearly $94,000 today, which is roughly equivalent to the salary of a U.S.
Army Captain with six years of experience.®* Gold’s scarcity, as well as the metal’s physical characteristics, including its natural beauty,
durability, and malleability, can help explain its lasting allure over time. Gold, which was historically used as a means of trade or money,
has also maintained its value despite all major currencies no longer being pegged to the metal, appreciating nearly 70x since the U.S.
abandoned the gold standard in 1971.% Although gold’s price appreciation in U.S. dollar (USD) terms has been remarkable, its ability to
protect purchasing power in other currencies is even more impressive, illustrated in the chart below. This track record as a store of
value has also led to gold becoming a “flight to quality” beneficiary, often providing downside protection during times of economic,
geopolitical, and financial uncertainty.
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GOLD'S CUMULATIVE PRICE RETURN SINCE 2000 IN DIFFERENT CURRENCIES
Source: Global X ETFs with information derived from: Bloomberg LP. 1/1/2000 to 8/15/2024. XAU CURNCY.
Gold spot price is measured in U.S. dollars per Troy Ounce.
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Market Update

The gold market has defied expectations thus far in 2024, rallying in the face of the Federal Reserve’s higher for longer monetary policy
stance. This strong price appreciation also occurred despite U.S. investors selling, with the two largest U.S.-listed physical gold ETFs
seeing decreases in their number of physical gold holdings over the previous two years.® We see this price appreciation being driven by
a mix of both the physical and financial markets. First, physical market demand has remained robust, with major central banks, such as
the People’s Bank of China (PBOC) and the National Bank of Poland, being large buyers of the bullion.” Although we have seen the
PBOC slow purchases over recent months, which is not unprecedented given the strong YTD rally, the central bank remains committed
to increasing gold’s share of its reserves, which stood at 4.9% in June versus the global average of 16%.8 In addition to global central
bank demand, we have also seen strong retail buying across many geographies, especially in Asia. This strong physical market
demand has helped offset the aforementioned selling pressure from U.S.-listed physical gold ETFs. On the financial market side, gold’s
historical inverse relationship with real interest rates also provides insight into the rally.® On the surface, the decline in U.S. YOY
inflation seen in the first half of 2024 pushed real rates higher, which should have weighed on the price of gold. However, we believe
the market is looking beyond this, pricing in a higher-for-longer inflation scenario, with the Federal Reserve potentially embarking on an
easing cycle. This should push real yields lower and possibly add to the sustainability of the gold rally. Heightened geopolitical tensions
could also be adding to the bullion’s appeal, with its “flight to quality” attribute providing diversification to portfolios.
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PHYSICAL GOLD ETFS HAVE SEEN A DECLINE IN HOLDINGS DESPITE THE RECENT

GOLD-PRICE RALLY

Source: Global X ETFs with information derived from: Bloomberg LP. Data as of August 14, 2024. Based on holdings of
the two largest U.S.-listed physical gold ETFs, SPDR Gold Shares (GLD) and iShares Gold Trust (IAU). Both funds hold
physical gold but in differing quantities per ETF share. The ratio between the two was 4.9GLD/1IAU (consistent over the
time period observed).
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— Gold Spot Price in U.S. Dollars per Troy Ounce (RHS) — Change in Physical Gold Holdings for GLD and IAU (LHS)

Why Gold Explorers in this Context?

Gold miners and explorers have historically offered higher leverage to a change in gold prices (moving more dramatically than the
underlying commodity). This is due to these companies’ abilities to use operating leverage to increase profits. Unlike investing directly
in gold, miners and explorers may be able to expand production as profit margins grow. That said, being exposed to the operational
risks of individual companies poses risks, especially when gold prices are falling, as the aforementioned leverage cuts both ways, and
miners and explorers may see steeper declines than bullion prices when they fall. Despite this relationship, when looking at year-to-
date performance, six out of eight pure play gold mining ETFs delivered weaker returns than the underlying commaodity price. While the
spot price of gold was up 20.65% YTD through September 6%, pure play gold mining ETF returns ranged from as low as 10.40% up to
23.51%."° As a result, we believe the market has yet to price in a potential higher-for-longer gold price environment, providing potential
upside to miners/explorers on a valuation basis if current bullion prices prove sustainable. We also believe smaller gold miners and
explorers are particularly interesting at this juncture. Historically, as the chart below shows, higher gold prices drove significant market
consolidation within the gold mining sector. Although we have seen some deals in the past 12 months, such as Newmont acquiring
Newcrest and Goldfields acquiring Osisko, this appears to lag past cycles. As a result, we see room for a high gold price environment,
declining production profiles for certain large players, the fragmented nature of the industry, and the cheaper valuations that the market
has assigned small-cap gold miners relative to large caps driving consolidation moving forward. This could open up the potential for
outsized returns for smaller miners and explorers. Alternatively, from a portfolio construction perspective, gold miners can offer
diversification. This could be especially compelling now, with geopolitical risks remaining elevated. Investors should be aware that,
similar to direct physical gold ownership, physical gold ETFs are taxed at the collectibles rate, meaning that the top long-term rate can
be 31.8% versus 23.8% for shares of gold miners and gold miner ETFs."" In both cases, short-term capital gains are taxed as ordinary
income, with rates ranging from 10% to 40.8% depending on income levels.'213
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RISING GOLD PRICES HAVE HISTORICALLY SPARKED M&A ACTIVITY
Source: Global X ETFs with information derived from: S&P Global. (2024, May 9). Mining M&A in 2023 - Robust Activity
Focused on Gold; S&P Global. (2019, May 8). M&A Insights: Gold Mining Sector.
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— Average Annual Gold Spot Price in U.S. Dollars per Troy Ounce (LHS) Number of Gold M&A Deals (RHS)
Conclusion

Gold’s extensive track record as a store of value is unmatched, providing potential portfolio diversification during times of economic
uncertainty and heightened geopolitical risk. Despite the strong year-to-date rally, we think the potential for Fed rate cuts, a higher-for-
longer inflation environment, and robust physical market demand all point to potential price sustainability. While GOEX invests across
the market-cap spectrum (the free float market cap must be at least $200 million for companies that are not constituents and at least
$100 million for companies that are constituents), we believe the fund could benefit from its smaller-cap gold miners and explorers,
which stand to be outsized beneficiaries of the current gold price environment, with valuations yet to price in the potential sustainability
of the rally, while higher prices could possibly spark further market consolidation.

Related ETF
GOEX - Global X Gold Explorers ETF

Click the fund name above to view current performance and holdings. Holdings are subject to change. Current and future holdings are
subject to risk.
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Real Interest Rate: The real interest rate is equal to the difference between the stated interest rate and the inflation rate.

Carefully consider the Fund’s investment objectives, risks, and charges and expenses before investing. This and other
information can be found in the Fund’s summary or full prospectuses, which may be obtained at globalxetfs.com. Please read
the prospectus carefully before investing.
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