Gold has a way of making people feel safe while quietly changing what “safe” means. The metal often behaves like
a stabilizer during stress, but it does not remove risk. It reshuffles it into different buckets: price volatility, currency
effects, liquidity at the worst time, concentration risk in one position or one vehicle, and the practical risk that

comes from how you actually hold and access the gold.

Risk management for gold investors is less about predicting headlines and more about designing a plan you can
still follow when gold is moving hard, your cash needs show up unexpectedly, or the market you assumed would

be there turns out to be thinner than you expected.

Start by naming the risks you actually face

Most investors talk about “gold risk” as if it were one thing. In practice, gold investment risk is a mix of market risk

and operational risk.

Market risk is obvious: gold can drop. Even if you believe in gold's longer-term role, you can still experience
drawdowns in the middle of your holding period. The timing of those drawdowns matters because it influences

whether you can stick to the plan or feel pressure to sell.

Operational risk is usually underestimated. It includes everything that affects your ability to buy, sell, custody,
insure, and settle. If you own physical gold, storage and insurance are real costs, and those costs affect net returns.
If you own gold via a fund or an investment product, you may have exposure to management fees, tracking
differences, spreads when you enter or exit, and, depending on the structure, rules about redemption and

underlying holdings.

A professional approach begins by separating these risks instead of treating them as a single blob. When you can

name them, you can control them.
Here is how that separation looks in real terms for most people:

e |f gold price moves against you, your portfolio value changes immediately.

e |f your home currency strengthens versus the currency gold trades in, your local returns can lag even when

gold looks stable in another currency.
e |f you need liquidity, the bid-ask spread and settlement process can widen when uncertainty spikes.

¢ |f your holding is concentrated in one form, one dealer, one vault, or one instrument, the risk is not just price

risk. It is also the risk of availability.

That last point is where many gold investors get caught. “I'm diversified, | own gold” is not the same thing as “l am

diversified across how | access and exit value.”

Know what kind of gold exposure you're buying

Gold investors often assume that owning gold means they get gold price exposure. Sometimes they do,

sometimes they get something adjacent.

Physical gold (coins, bars, jewelry) can be affected by premiums above spot, quality differences, and the reality that
the market for buying back is not always identical to the market for buying. Premiums can compress quickly in a

downturn, and that compression is effectively a cost you did not necessarily price in at purchase.



Gold ETFs gold and similar products tend to track spot or near-spot, but tracking is not perfect. You can also face
creation and redemption mechanics, fees, and, for some products, differences in what is held, where it is held, and

how it is valued. For long-term investors, the structural details may be less dramatic, but they are still part of risk.

Then there’s the broader “gold exposure” category, which includes mining stocks and other derivatives. Those
instruments can behave very differently from the metal. They introduce company-specific risk, leverage,
operational risks for miners, and a sensitivity to broader equity market conditions. If your goal is portfolio hedging

against currency or macro stress, mining stocks may not deliver the hedge you think you're buying.

The risk management move here is simple: decide what you are trying to insure. If you want insurance-like
behavior, you generally want an instrument that stays close to the underlying you are hedging, after fees and

liquidity costs.

If your goal is total return, you may accept additional risks, but you should understand them explicitly rather than

discovering them during a selloff.

Position sizing: the least glamorous decision that saves portfolios

You can be right about gold and still make a bad investment if you size it so aggressively that normal volatility

breaks your discipline.

Gold often fits into two roles at the same time. It can be a hedge asset, and it can be a return-seeking allocation.

Those roles lead to different sizing logic.

A hedge role usually implies smoother behavior relative to your other holdings, and that you may be willing to
hold through periods when it underperforms. A return-seeking role usually implies more active timing and higher

tolerance for drawdown. Mixing the two roles without thought is how investors end up stressed and inconsistent.

When | first started tracking gold allocations more seriously, | watched portfolios get overloaded in a way that felt
rational at the time. The metal was moving in the direction people expected, and the allocation grew through

inattention. The mistake was not the belief, it was the lack of a plan for what happens when the trend ends.
Position sizing should answer two questions:

1. How much can you tolerate losing on paper without changing your behavior?

2. How will you access liquidity if you need cash?

Those questions matter even for investors who say they have a long time horizon. Real life includes job changes,

medical expenses, and forced rebalancing. You cannot count on never needing liquidity.

If your gold allocation is so large that a temporary decline would tempt you into selling at the worst time, you

have a risk management problem, not a forecasting problem.

Treat rebalancing as a risk tool, not a chore

Rebalancing is commonly discussed as a way to keep target weights stable. For gold investors, rebalancing is also a
discipline mechanism. It tells you, in advance, what you will do when gold is expensive or cheap relative to your
plan.

A common pattern is that investors buy more gold after it has risen, because it feels like confirmation. Then, when

it drops, they sell in a panic because it feels like failure. Rebalancing interrupts that emotional cycle.
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You do not need a complicated model. You need rules you can follow when you would rather act on instinct. For
example, some investors rebalance when allocation bands are breached, while others rebalance on a fixed schedule.

The right approach depends on taxes, liquidity needs, and your ability to tolerate interim underperformance.

The risk management angle is this: decide whether you are investing cash or investing time. If you are investing
cash, you may have a schedule. If you are investing time, you may have drift bands that tolerate swings. Either can

be workable, but switching between them during stress is where mistakes happen.

Currency risk: gold behaves, but your currency may not

Gold is often priced in US dollars in global markets. Even if you live outside the United States, your local currency

exposure changes your experience of risk.

If your home currency weakens against the dollar, gold returns in your currency can look stronger than spot. If
your home currency strengthens, your returns can be weaker. That means the same gold position can deliver

different outcomes depending on where you live and how exchange rates move.

The professional move is not to pretend currency risk away. It is to align gold with your spending currency and
your liabilities. If you measure your financial plan in your home currency, then currency effects are part of your net

risk, even if the metal price is stable.

If you hold gold partly as a hedge against purchasing power in your own economy, you want to think about
whether your gold exposure matches that objective. Some investors quietly hedge currency risk with their broader

portfolio already, through assets they hold. Others find they have accidental duplication.

This is where coordination matters. Gold might be your “"macro hedge,” but if you also hold a portfolio

concentrated in one currency, the hedge might not hedge what you think it hedges.

Liquidity planning: the hidden risk during stress
Liquidity risk shows up when you actually try to convert gold back into cash.

For physical gold, liquidity depends on the market around you, the dealer network you can access, the pricing
transparency, and the time you can wait. Premiums and buyback prices can vary widely between dealers. During
stressful periods, the spread between what you pay and what you receive can widen quickly. Insurance and
storage logistics also matter for timing. If you want optionality, you need to ensure you can access the gold

without operational friction.

For gold ETFs and similar products, liquidity risk is less about moving physical items and more about how spreads
and trading conditions behave when markets gap. Even liquid instruments can show wider spreads than usual
when volatility spikes. If you use market orders, you can unintentionally buy or sell at worse prices than your
intuition suggests. Using limit orders and watching average spreads in normal conditions is a risk control. It is not

a guarantee, but it reduces avoidable damage.

| have seen investors assume “gold is liquid” because it trades globally. That assumption can hold for spot markets,

but it does not automatically translate into the product they own or the settlement path they use.

Liquidity planning means deciding, before you need cash, what you will do. Will you sell in advance? Will you use a
dedicated cash buffer? Will you have multiple exit routes, like an ETF position plus a smaller physical allocation?
Those choices are part of risk management, not an afterthought.



Costs matter: premiums, fees, and the slow erosion of return
Gold investing is not cost-free, even if you do not pay a traditional management fee.

Physical gold comes with premiums at purchase. When gold rises fast, premiums can still rise, but they do not
always. More importantly, premiums can compress. That compression is a real performance drag relative to spot,

and it can be large enough to matter if your holding period is short or if you rebalance often.

Gold funds and ETFs generally charge expense ratios and can have spreads when you trade. Over time, those costs

compound. They are predictable, which makes them manageable, but they are still part of expected return.

If you borrow against an asset to buy gold, financing costs become the dominant risk. Leverage turns volatility
into solvency risk. Even modest leverage can be uncomfortable if gold moves sharply against you and margin
requirements rise. Many experienced investors treat leverage as a separate decision entirely, not as a default

feature.

One practical approach is to evaluate gold on net terms. Compare what you pay all in, including premiums and
fees, to what you realistically expect to receive when you sell, including spreads and buyback conventions. You do

not need precision to the decimal, but you do need a realistic range.

Don’t ignore tail risk and correlation surprises

Gold is often treated as a hedge, but hedges are only helpful if they correlate correctly when you need them.
Correlation is not stable. It can change with regime shifts, risk appetite, interest rates, and currency dynamics. Gold
can rally when risk is high, but it can also sell off during periods where liquidity is scarce and investors sell first and
think later.

That does not mean gold is “bad.” It means your hedge thesis must be paired with scenario thinking.
Tail risk for a gold investor includes these possibilities:

® You need cash when gold is down.

® The product you own has trading conditions that are temporarily worse.

* Your gold allocation is acting as a return asset until a crisis hits, and then its behavior shifts.

® Your portfolio is correlated in a hidden way, so gold does not reduce overall risk as much as you expected.

Professional investors handle this by building contingency plans and by sizing positions so that a tail event does

not force liquidation.

If your gold is a core holding, you treat it like a long-duration asset. If it is a satellite trade, you accept that it may
behave unpredictably in the short run and gold jewelry designs you set a stop mechanism or a time limit.

Different jobs, different risk controls.

A simple risk checklist you can actually use

When | review a client’s or my own gold setup, | focus on the decisions that tend to be forgotten when markets
are calm. If you want a grounded starting point, use this quick checklist and answer each question in plain
language.

* What exact exposure am | buying (spot-like, physical with premiums, equity-like, derivative-like)?

e |f gold drops and liquidity tightens, how do | exit or rebalance without panic?

* What is my target allocation, and what is my maximum comfortable allocation if it rallies?
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* What are the total costs, including premiums, fees, and expected spreads?

® Ifl need cash, do | have enough alternatives so | am not forced to sell at the worst time?

If any one of these is vague, your risk management is incomplete, because vague decisions are where real losses
breed.

Common failure modes | keep seeing

You can learn a lot from patterns, especially the ones that repeat across investors with different strategies. The

goal is not to shame mistakes, it is to recognize them early.
Here are a few failure modes that repeatedly show up in gold portfolios:

* Overconfidence in the "hedge” narrative, without a plan for when correlation breaks.

® Buying physical gold with unclear buyback terms, so the exit price is a surprise.

* Letting the allocation drift upward until the position becomes oversized relative to the original plan.

* Using leverage or margin without stress testing for a sharp adverse move.

* Treating one product as “the whole strategy,” when diversification across vehicles would reduce operational

risk.

Notice what they have in common. They are mostly decision-process failures, not math failures. Good risk

management is about process discipline under uncertainty.

How to set risk limits for gold specifically
Risk limits should reflect the role gold plays in your portfolio and your personal constraints.
For many investors, risk limits can be described using three practical measures:

1. Maximum allocation to gold, set so you can tolerate drawdowns without changing your plan.

2. Liquidity limit, such as how much of your gold exposure is in forms you can convert quickly if a cash need

arrives.

3. Review cadence, such as reassessing allocation and costs after big moves or at least a few times per year.

If you are tax sensitive, your risk limits should also consider when selling triggers taxes. A risk-managed portfolio is
not only about protecting against price declines, it is also about not creating an avoidable tax bill that pushes you

into selling at the wrong time next year.

| am careful with the word “limit,” because some investors interpret limits as rigid rules that they never revisit. In
reality, limits should be revisited when your income changes, when your portfolio size changes, or when your

responsibilities shift. Your risk tolerance evolves.

Physical gold: storage and insurance as part of the portfolio
Physical gold brings a different set of operational realities.

Storage is not optional if you want peace of mind and consistent access. You need to consider whether the storage
provider is dependable, what it costs, how easy it is to access the gold, and what documentation exists. Insurance
is similarly important. If a broker or custody process fails, insurance can protect you, but policies vary, and claim

processes are not always as fast as people expect.



Then there is the administrative risk. Buying and selling physical gold involves identification requirements,
transaction records, and sometimes different standards for what is considered acceptable. A risk-aware investor
keeps records in a form that is usable later. Not because paperwork is exciting, but because time pressure is brutal
during market stress.

If you own physical gold primarily as a hedge, you might accept higher storage and insurance costs, and you
might accept a less convenient exit path. That can be rational. The risk control is not eliminating inconvenience, it is

choosing it knowingly.

Funds and ETFs: track what you actually own, not what you assume

With gold ETFs, many people focus on price tracking and forget the operational layer. Even if a fund holds physical
bullion, the investor experience includes trading spreads and fund costs. Some funds may have different

settlement calendars, liquidity profiles, or differences in how they manage cash positions.
Risk management in this area often looks like:

® Prefer more liquid funds if you plan to trade.
* Use limit orders and avoid forcing trades during thin sessions.
® Review expense ratios and historical tracking differences over a relevant period, not just a short window.
If you are buying and holding for years, the day-to-day trading mechanics matter less than total costs and

liquidity when you need to exit. If you are actively trading, liquidity and spreads matter more than the theoretical

long-run tracking.

Scenario thinking: build a plan for three possible worlds

You do not need to predict which world you will get. You need to decide how you will behave in each one. For gold

investing, three scenarios cover most investor needs:

1. Gold rises steadily and becomes a larger part of your portfolio than planned.
2. Gold chops sideways or declines modestly, and you remain comfortable with your strategy.

3. Gold drops when you also need liquidity, or when spreads widen and selling becomes more expensive.

In scenario one, the risk is complacency and allocation drift. In scenario three, the risk is forced selling and regret-

driven decisions.

The risk management answer is to predefine what “comfortable” means for you. Comfortable might include selling
a small portion of gold when allocation bands are exceeded, rather than selling because price fell. Comfortable
might include keeping a cash buffer so you can wait. Comfortable might include splitting your gold across vehicles

so liquidity and operational risk are not concentrated.

This kind of thinking is boring when markets are calm, and it feels oddly liberating when markets get noisy,

because you are not inventing a plan under stress.

Final thoughts on discipline, not predictions

Gold is a rich asset for investors who want a hedge, a diversification tool, or a long-term store of value concept.
But gold is not a magic shield. The risk management work is where outcomes diverge: whether investors size

sensibly, understand costs, plan exits, and treat operational details as seriously as price charts.



If you do the unglamorous parts well, gold can do what many investors hope it will do. If you skip them, you may

still end up owning gold, but you will likely feel the pain at the moment you can least afford it.

Your best edge is not forecasting. It is building a strategy you can stick with when gold stops cooperating.



