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Gold has once again captured attention. After a relatively subdued
period in 2023, prices began climbing steadily through 2024 and
accelerated into 2025, reaching multi-year highs. Headlines
followed, conversations picked up and interest grew. However, what
is perhaps more interesting than gold’s rise is when investors decide
to participate.

A review of monthly net flows into three of the world’s largest gold
exchange-traded funds plotted against the log of the gold price
over the past few years reveals a clear pattern. The log scale is used
simply because it allows us to see price changes more clearly.



Net Flows Against Gold Prices

Gold Price (log scale)
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During 2023, the gold price remained relatively stable but dropped between June and
November which was largely driven by rising interest rates and a stronger U.S. dollar.
The corresponding flows during this period were inconsistent and negative between
June and November. Capital moved in and out without conviction. Interest in gold
appeared muted.

As prices began trending upward through 2024, flows improved, but not decisively. The
real surge in demand only materialised once gold’'s upward momentum was firmly
established, particularly in 2025, when prices reached new highs (supported by the start
of the global rate-cutting cycle, persistent central bank demand and geopolitical
tensions). That was when inflows accelerated meaningfully and consistently.

Notably, during periods when the gold price stagnated, flows slowed and, in some
months, turned negative, suggesting enthusiasm faded when momentum did. As soon
as the upward trend resumed, however, inflows strengthened again.

This pattern shows that investors tend to react to recent past performance. Rising prices
create confidence, attract media attention and reinforce increasingly persuasive
narratives. The higher the price climbs, the stronger the validation appears, and
momentum becomes its own advertisement. What makes this dynamic noteworthy is
not whether gold deserved its rally, markets move for many complex reasons, but how
human behaviour interacts with those moves. Long-term investors should keep this in
mind and focus on portfolio construction and discipline rather than chasing past
performance.
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