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1. Thesis: Gold Is Not Reacting to Fear

Gold hit an all-time high of $5,589 on January 28, 2026. By March 19, it had fallen to
$4,551—a decline of 18.6% in less than two months, including the worst single week
since 1983. This is happening during an active US-Iran war, a Strait of Hormuz
blockade, and oil above $108/barrel. Every traditional playbook says gold should be
surging. It is not. Understanding why is the single most important question in macro
markets right now.

The answer is not complicated, but it is deeply counter-intuitive: gold is not reacting to fear. It
is reacting to the collapse of global reserve flows and the repricing of the rate
environment.

This report dissects the three converging forces behind the sell-off, the structural mechanism that
connects Middle Eastern conflict to gold weakness (not strength), and the technical framework
that tells us where it ends.'?
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Figure 1: Gold XAU/USD Price Action — The Anatomy of a Crash (Oct 2025 — Mar 2026)

TCNN Business, March 20, 2026: “Gold just had its worst week since 1983.” Gold down 11% in one week, 14%+ since Iran
conflict began.

2TheStreet, March 19, 2026. Gold ATH $5,589 (Jan 28) — $4,551 (Mar 19) = -18.6%. Seven consecutive losing sessions.
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2. The Three Forces Crushing Gold

Three converging macro forces explain the sell-off. None of them individually would be sufficient.
Together, they are devastating.

The Three Forces Crushing Gold
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Figure 2: The Three Forces — Fed Rates, Dollar Strength, and Oil Shock

The Federal Reserve held rates steady at 3.5-3.75% on March 18. That was expected. What
was not expected was the upward revision of its 2026 inflation forecast to 2.7%, with Chair
Powell explicitly citing energy price spillover from the Iran conflict.3

The implication is clear: higher-for-longer has been extended firmly into 2026. Rate cut
expectations have evaporated. For gold—a non-yielding asset—this is structurally bearish.
Rising real yields increase the opportunity cost of holding metal that pays no interest. Capital
rotates toward yield-bearing alternatives.

The US Dollar Index has strengthened approximately 4% since the Iran conflict began. Gold is
priced in dollars. A stronger dollar makes gold more expensive for every international buyer—and
roughly 70% of gold demand originates outside the United States. The dollar is winning the tug-
of-war for global safe-haven capital, and gold is losing it.

This is the most counter-intuitive dynamic. A Middle East war should be bullish for gold. But the
Strait of Hormuz blockade has sent Brent crude above $108/barrel—up more than 40% since the
conflict began.* Higher oil feeds directly into inflation expectations, which validates the Fed’s
hawkish stance, which strengthens the dollar, which crushes gold.

3permutable Al, March 21, 2026: Fed revised 2026 inflation forecast to 2.7%, citing energy price spillover. Higher-for-longer
extended into 2026.

4TheStreet: Brent crude >$108/bbl, WTI ~$96. Oil +40% since Iran conflict. Strait of Hormuz disruption confirmed.
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The war is not creating flight-to-safety demand for gold. It is creating inflationary pressure that
reinforces the very rate environment that is bearish for gold. This is the paradox investors
are struggling to grasp.
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3. The Reserve Flow Mechanism: The Structural Story

Beyond the tactical macro forces, a deeper structural mechanism is at work. This is the
dimension most commentators are missing entirely.

After 2022, when the US and Europe froze approximately $300 billion in Russian central bank
reserves, something fundamental changed in global monetary architecture. Surplus countries—
particularly oil exporters and China—stopped trusting US Treasuries as an unconditional store of
value. They began diversifying into gold at unprecedented scale.

Central bank gold purchases surged to over 1,000 tonnes per year in 2022—2024, more than
double the 2015-2019 average.® Gold was no longer merely a safe-haven trade. It had become
a structural reserve asset—a pillar of sovereign balance sheets.
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Figure 3: Central Bank Gold Demand (2019—-2025) — The Structural Floor Is Real, but Under Pressure

Now comes the critical insight. The Strait of Hormuz blockade is crushing oil revenues for the
exact countries that were the marginal gold buyers: Saudi Arabia, the UAE, Kuwait, and other
Gulf producers. Less oil revenue means less surplus capital. Less surplus means less gold
buying—or, at the margin, active selling to cover fiscal obligations.

SWorld Gold Council: Central bank net demand 230 tonnes in Q4 2025. Global gold ETF inflows $18.7B in January 2026
(record).
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The Reserve Flow Disruption: Why Gold Falls in a War
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Gold is NOT reacting to fear. It is reacting to the collapse of global reserve flows.
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Figure 4: The Reserve Flow Disruption Mechanism — How War Produces Gold Weakness, Not Strength

China—the world’s largest oil importer—faces a simultaneous squeeze. Higher import costs
compress trade surpluses. Slower growth reduces reserve accumulation. Both reduce China’s

demand for gold as a reserve diversification tool.

The structural bull case for gold was built on surplus countries diversifying into metal.
The Hormuz crisis is destroying those surpluses. Gold is not defying its safe-haven
status—it is faithfully tracking the liquidity that drives its structural demand. And that

liquidity is evaporating.
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4. Silver: The Amplified Casualty

Silver has fallen even harder than gold, down approximately 28% from recent peaks.® After
surging 135% through 2025—outperforming gold by more than 2:1—silver is now surrendering
those gains at an accelerated pace. In January 2026, silver futures recorded their biggest single-
day drop since the 1980s.

The explanation is structural. Approximately 50% of silver demand is industrial—electronics,
solar panels, electric vehicles, industrial processes. When global growth slows (as the oil shock
and China’s deceleration both imply), industrial demand contracts. Silver loses its fundamental
bid on two fronts simultaneously: the monetary/safe-haven channel (same forces as gold) and
the industrial channel (economic slowdown).

Gold vs Silver: Why Silver Falls Harder
140 - +135.0%
e Gold
120 - wem Silver
100 -
80 -

60 -

Return (%)

40 -

20 -

~50% of silver demand
is industrial - amplifies
downside in slowdowns

2025 Jan 2026 Since ATH
Full Year ATH Run (to Mar 19)

Figure 5: Gold vs Silver Performance — Silver’s Industrial Exposure Amplifies Downside

This dual exposure explains why silver amplifies gold’s moves in both directions. In the 2025
rally, silver’s +135% outpaced gold’s +65%. In the 2026 correction, silver’s -28% is outpacing
gold’s -18.6%. The beta is roughly 1.5-2.0x in both directions.

BCNBC, March 19, 2026: Gold and silver sell-off accelerates. Silver's biggest single-day drop since 1980s (Jan 2026).
Leveraged fund liquidation cited.
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5. Technical Framework: Where Does Gold Find a

Floor?

The two-day, 6% decline through March 18—19 has materially changed the chart structure.” The

consolidation near all-time highs has been broken to the downside, opening a sequence of

support targets.

ATH: Jan 28 -

Key Technical Levels: Where Does Gold Find a Floor?

Ra:prio oo +5.000
curent rce - <551

S1: Psychological -

S2: Major Support -

S3: Critical Floor -— $4,360
200-day EMA - [N $4.200

4250

$4,550

4750 5000 5250 5500 5750 6000
USD per ounce

Figure 6: Key Technical Levels — Support, Resistance, and the Bull/Bear Dividing Line

Level Price Significance

S$1: Psychological $4,800 Near-term support. 50-day MA broken on March 18. Watched
as first line of defense.

S2: Current Price $4,550 Where gold sits as of March 19. Testing this level in real time.

Zone Failure opens $4,360.

S3: Critical Support $4,360 Maijor structural support from October 2025 consolidation.
Loss of this level = medium-term bearish.

200-day EMA ~$4,200 THE critical dividing line. If gold holds above $4,200, the

(Bull/Bear Line)

structural bull market remains intact. Below it = regime
change.

Both J.P. Morgan ($6,300/0z) and Deutsche Bank ($6,000/0z) have maintained their year-end
2026 targets despite the correction. Both view this as a tactical event inside a structural bull

market—a forced liquidation of leveraged positions, not a change in the underlying demand

picture.
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6. The Paper-Physical Divergence

A critical observation that most institutional commentary is ignoring: physical gold premiums
have remained elevated throughout the entire sell-off.?

The futures-driven sell-off is a paper phenomenon. Leveraged traders facing margin calls are
forced to liquidate regardless of their fundamental view. Fast-moving, leveraged funds with
higher borrowing costs are the marginal sellers. Physical demand from stackers, jewelers, and
institutional buyers has held steady.

This paper-physical divergence is the strongest signal that the structural bull case has not been
invalidated. When paper prices crash but physical premiums hold, it means the selling is
mechanical, not conviction-driven. This pattern has preceded every major gold recovery in the
past two decades: March 2020 (COVID panic), April 2025 (tariff shock), and now March 2026
(Iran war liquidation).

You cannot get a margin call on a gold coin. Nobody can force you to sell physical
metal at the worst possible moment. This is not a minor technical distinction—it is the
entire point of the current divergence.

7. Forward Outlook: What Resolves the Paradox?

Gold tests $4,200 (200-day EMA) if: the Fed signals rate hikes are back on the table; the dollar
rally extends above DXY 108; the Hormuz blockade persists and Gulf states begin liquidating
gold reserves to cover fiscal deficits; China’s economy decelerates further, reducing reserve
accumulation.

Gold recovers toward $5,000+ if: US economic data softens, reviving rate-cut expectations; the
dollar weakens (any ceasefire or de-escalation in Iran triggers dollar retreat); physical demand

continues overwhelming paper liquidation; central banks resume buying at >1,000 tonnes/year
pace.

Our base case: The structural bull market in gold remains intact. The $4,200 (200-day
EMA) will hold. The current correction is a forced liquidation event driven by the
convergence of three temporary forces—hawkish Fed repricing, dollar strength, and

8GoIdSiIver.com, March 2026: Physical gold premiums remained elevated throughout the sell-off. Paper vs physical divergence
widened significantly.
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place. The sell-off is the opportunity.

reserve flow disruption—not a change in gold’s structural role. Central bank
diversification away from the dollar, US fiscal deficits, and the post-2022 reserve
architecture have not changed. The forces that drove a 65% rally in 2025 are still in

Dimension

Gold Price Direction

Short-Term (1-3 months)

BEARISH to NEUTRAL. Further
downside to $4,200—4,400
possible before stabilisation.

Medium-Term (6-12 months)

BULLISH. Recovery toward
$5,000-5,500 as rate cuts resume
and reserve flows normalise.

this breaks, the structural bull
thesis requires reassessment.

Silver BEARISH. Industrial demand BULLISH. When gold recovers,
headwinds amplify gold’s silver’s beta delivers 1.5-2x
weakness. Potential -10-15% upside. High-conviction on 12-
further. month basis.

Key Trigger Fed communication at next Ceasefire / Hormuz reopening.
meeting (May). Any dovish signal Gulf reserve flows resume. Central
reverses the trade immediately. bank buying accelerates.

Risk 200-day EMA breach ($4,200). If Prolonged war + stagflation. If

central banks are forced to hike
into recession, gold
underperforms.

About LynAl Mines

LynAl Mines is an Al-powered mineral exploration and mining intelligence company. This

analysis is produced by the LynAl Mines research division as part of the company’s commitment

to providing institutional-grade market intelligence to its partners and investors.

Lead Analyst: Xuan-Ce Wang, Founder & CEO, LynAl Mines
Stanford “Top 2% Scientist” | Professor, Curtin & Queensland Universities | 110+ publications, 12,000+ citations




