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SUMMARY 

• According to data from the World Gold Council, official demand for gold surged 
in 2022, mostly driven by unreported purchases. 

• Countries looking to reduce their dependency on the US dollar may be behind 
such a large increase in unreported official demand. 

• Looking forward, official demand may stay above levels seen before 2022. At the 
same time, opportunity costs may be a drag on investment demand. 

• We recently revised higher our projections for the yellow metal. Our three-month 
projection now stands at USD1,820 per troy ounce (compared to USD1,853 on 13 
February) and our 12-month projection at USD1,980. 

Chart 1: Annual demand from central banks and other institutions (in tonnes) 

 
Source: Pictet Wealth Management, Refinitiv, Reuters, as of 13.02.2023 

1,136

-800

-600

-400

-200

0

200

400

600

800

1'000

1'200

1'400

70 72 74 76 78 80 82 84 86 88 90 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20 22 24

Central banks & other inst.

net purchases

net sales

PICTET WEALTH MANAGEMENT 

 

Precious Metals: Gold 
The Curious Case of Official Demand 

14 FEBRUARY 2023, CIO OFFICE & MACRO RESEARCH FL
A

SH
 N

O
T

E 

 

AUTHOR 

LUC LUYET 
lluyet@pictet.com 

 

 

 

 



PRECIOUS METALS: GOLD PICTET WEALTH MANAGEMENT 

 
For illustrative purposes. Past performance should not be taken as a guide to or guarantee of future performance. Performances and 
returns may increase or decrease as a result of currency fluctuations. There can be no assurance that these projections, forecasts or 
expected returns will be achieved. The projection is not based on simulated past performance. 
 
2 OF 6 FLASH NOTE  

MASSIVE OFFICIAL DEMAND SUPPORTED THE GOLD PRICE IN 2022  

The recent publication of the breakdown of gold demand in 2022 by the World 
Gold Council (WGC) showed massive buying by the official sector, which scooped 
up 1,136 tonnes last year (150% more than in 2021). Most of these purchases were 
in the form of unreported purchases (estimated to have been 755 tonnes if one 
looks at the mismatch between supply and demand). As a reminder, the official sec-
tor represents mostly central banks as well as sovereign wealth funds. The latter are 
usually quite secretive about their asset allocation, while central banks may not al-
ways publicly report their purchases given gold’s strategic role as an alternative to 
the US dollar. “Unreported purchases” refer to undeclared purchases by such enti-
ties.  

In light of its sheer volume, much of the so-called unreported demand likely comes 
from central banks. In 2022, the Bank of Russia stopped reporting its gold pur-
chases but said it would buy gold domestically. That said, the Bank of Russia alone 
cannot adequately explain the rise in official demand, since Russia produced slightly 
more than 300 tonnes of gold last year and domestic demand outside the central 
bank (for jewellery, gold bars and coins) came to 60 tonnes, according to WGC data.  

Because of its past habit of not disclosing gold purchases and given its relatively low 
(reported) gold reserves as a percentage of the total, China is a likely suspect for 
most of the increase in unreported demand. As per its dual-circulation strategy, 
China aims to wean itself off dependency on the US dollar, which currently ac-
counts for a large part of its foreign-exchange reserves. 

Other countries besides Russia and China may also wish to reduce their dependency 
to the US dollar in light of the West’s freezing of Russia’s FX reserves. Overall, unre-
ported purchases could lead to higher official demand in the next few years. Never-
theless, the outlook for gold price may not be as bright as in 2009 when central 
banks switched from being net sellers of gold to net buyers. 

OPPORTUNITY COSTS COULD WEIGH ON INVESTMENT DEMAND 

Besides the magnitude of the shift in official demand, investment demand may also 
switch to a new equilibrium, but a lower one. Indeed, the sharp increases in interest 
rates since last year mean that gold now faces tough comparisons with other safe-
haven assets such as government bonds. It would not be surprising to see invest-
ment demand continue to hover in the next few years around the 2022 level, which 
was close to the lowest in 14 years. 

That said, there could be scope for some improvement in investment demand this 
year. Although unlikely in the next months, at some stage, the start of a monetary 
easing cycle in the US should lead to renewed interest in gold from investors. In the 
short term, concerns over the US federal debt ceiling may also offer some temporary 
support to the gold price by provoking higher global risk aversion, as happened dur-
ing a similar episode in 2011. 

Jewellery demand for gold may also be hurt by relatively high prices. Chinese de-
mand could improve in the short term thanks to post-covid ‘revenge spending’ 
fuelled by high household savings—but could quickly evaporate, as was the case in 
India. 
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Overall, we do not see the same strong dynamics as in 2009, when all the major 
sources of gold demand pushed the gold price higher at the same time. That said, a 
structural increase in official demand would likely make the gold price more resili-
ent to dips in investment flows of the kind seen in 2022. 

Chart 2: Annual investment demand for gold (in tonnes) 

 
Source: Pictet Wealth Management, Refinitiv, as of 13.02.2023 

GOLD TO REMAIN ATTRACTIVE AS A STRATEGIC ASSET 

Overall, we see high geopolitical uncertainties as supporting the gold price due to 
higher official demand in the years ahead. We acknowledge that it is difficult to 
know where the recent increase in unreported gold purchases comes from. We also 
admit that the gap between known supply (i.e. from mining and recycling) and 
known demand (jewellery, investment, usage in technology and reported central 
bank demand), which is roughly equal to unreported official demand and over-the-
counter (OTC) trading, is, by nature, difficult to identify. In any case, since unre-
ported purchases for gold probably reflects a desire by certain countries to diversify 
their strategic reserves, such demand could remain strong in the years ahead. While 
sovereign wealth funds may have increased their allocations to gold, their general 
investment goal to create long-term returns for future generations suggests that in-
terest in non-yielding gold may not be as strong as unreported purchases would im-
ply (especially since the rise in yields means that bonds are once again being seen as 
a credible option for capital preservation). 

In light of all these considerations, we recently revised higher our projections for 
the gold price. Our three-month forecast currently stands at USD1,820 per troy 
ounce (compared to a price of USD1,853 on 13 February), our six-month forecast at 
USD1,920 and our 12-month forecast at USD1,980. 
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Luxembourg Financial Author-
ity, Commission de Surveil-
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iciled or resident in, or entities 
registered in a country or a ju-
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tion, publication, provision or 
use would violate current laws 
and regulations. 
The information, data and 
analysis furnished in this doc-
ument are disclosed for infor-
mation purposes only. They 
do not amount to any type of 
recommendation, either gen-
eral or tailored to the personal 
circumstances of any person. 
Unless specifically stated oth-
erwise, all price information is 
indicative only. No entity of 
the Pictet Group may be held 
liable for them, nor do they 
constitute an offer or an invi-
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to securities or other financial 
instruments. The information 
contained herein is the result 
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within the meaning of the 
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mation and opinions ex-
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obtained from sources be-
lieved to be reliable and in 
good faith, but no representa-
tion or warranty, express or 
implied, is made as to its accu-
racy or completeness.  
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dressee, the addressee should 
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sess, with a professional advi-
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document reflect an evalua-
tion as of the date of initial 
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Pictet Group is not under any 
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current the information con-
tained herein. In case this doc-
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income of one or more securi-
ties or financial instruments, it 
is based on rates from the cus-
tomary sources of financial in-
formation that may fluctuate. 
The market value of financial 
instruments may vary on the 
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term, market conditions, the 
volatility and solvency of the 
issuer or the benchmark is-
suer. Some investments may 
not be readily realizable since 
the market in the securities 
can be illiquid. Moreover, ex-
change rates may have a posi-
tive or negative effect on the 
value, the price or the income 
of the securities or the related 
investments mentioned in this 
document. When investing in 
emerging countries, please 
note that the political and 
economic situation in those 
countries is significantly less 
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more exposed to the risks of 
rapid political change and 
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sponsible for any investments 
they make. No express or im-
plied warranty is given as to 
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ver, forecasts are not a reliable 
indicator of future perfor-
mance. The content of this 
document can only be read 
and/or used by its addressee. 
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for the use, transmission or 
exploitation of the content of 
this document. Therefore, any 
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disclosure, modification 
and/or publication of the 
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bility of the addressee of this 
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reserved. Copyright 2022. 
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in the Financial Conduct Au-
thority’s Handbook of rules 
and guidance (the “FCA Hand-
book”)), nor the results of in-
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book. Moreover, it does not 
constitute an offer, or an invi-
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to securities or other financial 
instruments, nor is it meant as 
a proposal for the conclusion 
of any type of agreement. Fur-
thermore, this document 
should not be considered a 
suitability report as Pictet 
London Branch has not re-
ceived all the necessary infor-
mation on the recipient to 
complete its suitability assess-
ment that covers the recipi-
ent’s knowledge and experi-
ence, tolerance to risk, invest-
ment needs and the recipi-
ent’s ability to absorb financial 
risk. Should its addressee de-
cide to proceed to any trans-
action in relation to a financial 
product referred to herein, 
this will be in his sole respon-
sibility, and the suitability/ap-
propriateness of the transac-
tion and other financial, legal 
and tax aspects should be as-
sessed by an expert. 
Any information contained in 
this document is disclosed for 
information purposes only, 
and neither the producer nor 
the distributor can be held 

liable for any fluctuation of 
the price of the securities. No 
express or implied warranty is 
given as to future perfor-
mance. The opinions ex-
pressed reflect an objective 
evaluation of information 
available to the general public, 
such as rates from customary 
sources of financial infor-
mation. The market value of 
securities mentioned may vary 
on the basis of economic, fi-
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conditions, the volatility and 
solvency of the issuer or the 
benchmark issuer. Moreover, 
exchange rates may have a 
positive or negative effect on 
the value, the price or the in-
come of the securities or the 
related investments men-
tioned in this document. It is 
also expressly noted that fore-
casts are not a reliable indica-
tor of future performance, 
while past performance is not 
a reliable indicator of future 
results. 
You shall only take investment 
decisions when you fully un-
derstand the relevant financial 
product and the involved 
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vant product documentation 
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nancial products and involve a 
high degree of risk. The value 
of structured products de-
pends not only on the perfor-
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prior to confirming to Pictet 
London your decision to in-
vest. If you have been pro-
vided with a link to access the 
respective KID/KIID/other 
product document, you 
should therefore click on the 
link immediately before con-
firming to Pictet London 
Branch your decision to in-
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most recent version of the re-
spective KID/KIID/other prod-
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been provided with a link to 
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or if you are in any doubt as to 
what the latest version of the 
respective KID/KIID/other 
product document is, or 
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uct(s) and the KID/KIID/other 
product document is provided 
by a third party. The 
KID/KIID/other product docu-
ment is obtained from sources 
believed to be reliable. Pictet 
London Branch does not make 
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Branch may not be held liable 
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on reliance on, or use of, the 
data contained in the 
KID/KIID/other product docu-
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case may be, the respective 
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mandate, as well as the Terms 
and Conditions of Pictet Lon-
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The content of this document 
shall only be read and/or used 
by its addressee. Any form of 
reproduction, copying, disclo-
sure, modification and/or 
publication in any form or by 
any means whatsoever is not 
permitted without the prior 
written consent of Pictet Lon-
don Branch and no liability 
whatsoever will be incurred by 
Pictet London Branch. The ad-
dressee of this document 
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in the jurisdictions where they 
use the information provided 
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branch of Pictet & Cie (Eu-
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with Companies House (es-
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BR016925) and its UK estab-
lishment office address is 
Stratton House 6th Floor, 
London, 5 Stratton Street, 
W1J 8LA. 
Authorised and regulated by 
the Commission de Surveil-
lance du Secteur Financier. 
Deemed authorised by the 
Prudential Regulation Author-
ity. Subject to regulation by 
the Financial Conduct Author-
ity and limited regulation by 
the Prudential Regulation Au-
thority. Details of the Tempo-
rary Permissions Regime, 
which allows EEA-based firms 
to operate in the UK for a lim-
ited period while seeking full 
authorisation, are available on 
the Financial Conduct Author-
ity’s website. 
Distributors: Bank Pictet & Cie 
(Asia) Ltd (“BPCAL”) in Singa-
pore and/or Banque Pictet & 
Cie SA, Hong Kong Branch 
(“Pictet HK Branch”) in Hong 
Kong.  
The information, tools and 
material presented in this doc-
ument are provided for infor-
mation purposes only and are 
not to be used or considered 
as an offer, an invitation to of-
fer or solicitation to buy, sell 
or subscribe for any securities, 

commodities, derivatives, (in 
respect of Singapore only) fu-
tures, or other financial instru-
ments (collectively referred to 
as “Investments”) or to enter 
into any legal relations, nor as 
advice or recommendation 
with respect to any Invest-
ments. This document is in-
tended for general circulation 
and it is not directed at any 
particular person. This docu-
ment does not have regard to 
the specific investment objec-
tives, financial situation 
and/or the particular needs of 
any recipient of this docu-
ment. Investors should seek 
independent financial advice 
regarding the appropriateness 
of investing in any Invest-
ments or adopting any strate-
gies discussed in this docu-
ment, taking into account the 
specific investment objectives, 
financial situation or particu-
lar needs of the investor, be-
fore making a commitment to 
invest.   
BPCAL/Pictet HK Branch has 
not taken any steps to ensure 
that the Investments referred 
to in this document are suita-
ble for any particular investor, 
and accepts no fiduciary du-
ties to any investor in this re-
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applicable laws and regula-
tions. Furthermore, 
BPCAL/Pictet HK Branch 
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gives no advice concerning the 
appropriate accounting treat-
ment or possible tax conse-
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to any Investment including 
the risks involved. 
This document is not to be re-
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the exercise of independent 
judgment. The value and in-
come of any Investment men-
tioned in this document may 
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rates of exchange may have a 
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able to assume all risks and 
may receive back less than 
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be taken as an indication or 
guarantee of future perfor-
mance and no representation 
or warranty, expressed or im-
plied, is made by BPCAL/Pic-
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or an investment recommen-
dation, and merely contains 
the different assumptions, 
views and analytical methods 
of the analysts who prepared 
them. Furthermore, the infor-
mation, opinions and esti-
mates expressed herein reflect 
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of publication and are subject 
to change without notice and 
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or warranty as to its accuracy 
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employees thereof) may act 
inconsistently with the infor-
mation and/or opinions pre-
sented in this document. 
The information used to pre-
pare this document and/or 
any part of such information, 
may have been provided or 
circulated to employees 
and/or one or more clients of 
BPCAL/Pictet HK Branch be-
fore this document was re-
ceived by you and such infor-
mation may have been acted 
upon by such recipients or by 
BPCAL/Pictet HK Branch. 
This document is provided 
solely for the information of 
the intended recipient only 
and should not be repro-
duced, published, circulated 
or disclosed in whole or in 
part to any other person with-
out the prior written consent 
of BPCAL/Pictet HK Branch.   
Singapore 
This document is not directed 
to, or intended for distribu-
tion, publication to or use by, 
persons who are not accred-
ited investors, expert investors 
or institutional investors as 
defined in section 4A of the 
Securities and Futures Act 
(Cap. 289 of Singapore) 
(“SFA”) or any person or entity 
who is a citizen or resident of 
or located in any locality, 
state, country or other juris-
diction where such distribu-
tion, publication, availability 
or use would be contrary to 
law or regulation or would 
subject BPCAL and any of its 
affiliates or related corpora-
tions to any prospectus or reg-
istration requirements. 
BPCAL is a wholesale bank 
regulated by the Monetary Au-
thority of Singapore (“MAS”) 
under the Banking Act Cap. 50 
of Singapore, an exempt finan-
cial adviser under the Finan-
cial Advisers Act Cap. 110 of 
Singapore (“FAA”) and an ex-
empt capital markets licence 
holder under the SFA. Please 
contact BPCAL in Singapore in 
respect of any matters arising 
from, or in connection with 
this document.  
Hong Kong  
This document is not directed 
to, or intended for distribu-
tion, publication to or use by, 
persons who are not “profes-
sional investors” within the 
meaning of the Securities and 

Futures Ordinance (Chapter 
571 of the Laws of Hong 
Kong) and any rules made 
thereunder (the “SFO”) or any 
person or entity who is a citi-
zen or resident of or located in 
any locality, state, country or 
other jurisdiction where such 
distribution, publication, 
availability or use would be 
contrary to law or regulation 
or would subject Pictet HK 
Branch and any of its affiliates 
or related corporations to any 
prospectus or registration re-
quirements. If you do not want 
Pictet HK Branch to use your 
personal information for mar-
keting purposes, you can re-
quest Pictet HK Branch to 
stop doing so without incur-
ring any charge to you. In dis-
tributing investment products 
as agents for third party ser-
vice providers, Pictet HK 
Branch is an agent of the third 
party service provider and the 
product is a product of the 
third party service provider 
but not Pictet HK Branch. In 
respect of an eligible dispute 
(as defined in the Terms of 
Reference for the Financial 
Dispute Resolution Centre in 
relation to the Financial Dis-
pute Resolution Scheme) aris-
ing between Pictet HK Branch 
and you out of the selling pro-
cess or processing of the re-
lated transaction, Pictet HK 
Branch is required to enter 
into a Financial Dispute Reso-
lution Scheme process with 
you; however any dispute over 
the contractual terms of the 
product should be resolved 
between directly the third 
party service provider and 
you. 
Banque Pictet & Cie SA is a 
limited liability company in-
corporated in Switzerland. It is 
an authorized institution 
within the meaning of the 
Banking Ordinance and a reg-
istered institution (CE No.: 
BMG891) under the SFO car-
rying on Type 1 (dealing in se-
curities), Type 4 (advising on 
securities) and Type 9 (asset 
management) regulated activi-
ties. The registered address of 
Pictet HK Branch is 9/F., 
Chater House, 8 Connaught 
Road Central, Hong Kong. 
Warning: The contents of this 
document have not been re-
viewed by any regulatory au-
thority in Hong Kong.  You are 
advised to exercise caution in 
relation to the offer.  If you are 

in any doubt about any of the 
contents of this document, 
you should obtain independ-
ent professional advice. 
Please contact Pictet HK 
Branch in Hong Kong in re-
spect of any matters arising 
from, or in connection with 
this document.  
Distributor: Pictet Bank & 
Trust Limited, where regis-
tered office is located at Build-
ing 1, Bayside Executive Park, 
West Bay Street & Blake Road, 
Nassau, New Providence, The 
Bahamas. 
The document is not directed 
to, or intended for distribution 
or publication to or use by 
persons who are not Accred-
ited Investors (as defined in 
the Securities Industry Regula-
tions, 2012) and subject to the 
conditions set forth in the Se-
curities Industry Regulations, 
2012 or to any person or entity 
who is a citizen or resident of 
or located in any locality, 
state, country or other juris-
diction where such distribu-
tion, publication, availability 
or use would be contrary to 
law or regulation or would 
subject Pictet Bank & Trust 
Limited to any prospectus or 
registration requirements. Pic-
tet Bank & Trust Limited is in-
corporated in The Bahamas 
with limited liability. It is a 
bank and trust company that 
is licensed in accordance with 
the Banks and Trust Compa-
nies’ Regulation Act and is 
regulated by the Central Bank 
of The Bahamas.  Additionally, 
Pictet Bank & Trust Limited is 
registered with the Securities 
Commission of The Bahamas 
as a Broker Dealer II and is ap-
proved to (i) Deal in Securities 
1.(a) & (c ); (ii) Arrange Deals 
in securities; (iii) Manage Se-
curities; (iv) Advise on Securi-
ties.  
Warning: The content of this 
document has not been re-
viewed by any regulatory au-
thority in The Bahamas.   You 
are, therefore, advised to exer-
cise caution when processing 
the information contained 
herein. If you are in any doubt 
about any of the content of 
this document, you should ob-
tain independent professional 
advice. 


