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The ongoing, rapid rise in the price of precious metals (primarily gold and silver), while a boon 
for existing holders, is driven by factors that are often negative for the broader economy. This 
trend is subject to significant arguments and criticisms regarding its implications for financial 
stability and efficient capital allocation. 
Here are the seven strongest arguments against the current and ongoing price increase of 
precious metals: 

1. Signal of Deep Economic and Political Distress  

The primary driver of the precious metal rally is not economic strength but fear. High prices 
indicate that investors are losing confidence in traditional assets, fiat currencies, and 
governmental stability, leading them to seek a "safe haven." The sustained rally acts as a 
warning sign of pervasive geopolitical turmoil and potential financial instability. 

2. High Volatility and Risk of Sharp Correction 

Precious metal markets, particularly for silver, are prone to high volatility. After a significant 
rally to all-time highs, the market becomes susceptible to being "overbought." Any temporary 
de-escalation of global conflicts or a slight change in central bank policy can trigger a massive 
wave of profit-taking, resulting in a sharp price correction for those who bought near the peak. 

3. Opportunity Cost of Non-Yielding Assets  

Gold and silver are non-yielding assets; they generate no income, interest, or dividends. When 
interest rates are high or rising, the opportunity cost of holding metals becomes significant, as 
investors forego safe, guaranteed returns from interest-bearing products like government bonds 
or high-yield savings accounts. 

4. Industrial Cost Inflation (Impact of Silver's Rise)  

The surging price of silver directly translates into higher costs for major industrial sectors. As a 
critical material in the manufacturing of electronics, solar panels, and electric vehicles, a 
sustained price rise in silver increases the cost of production, potentially slowing technological 
adoption and contributing to broader consumer and industrial inflation. 
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5. Not a Consistent or Perfect Inflation Hedge 

While gold is conventionally bought as a hedge against inflation, its price correlation with the 
Consumer Price Index (CPI) is often inconsistent and imperfect. Critics argue that there are 
more sophisticated and efficient ways to protect capital, such as derivative-based investments or 
inflation-protected securities, that often outperform gold during specific inflationary cycles. 

6. Vulnerability to US Dollar Strength  

Precious metals are denominated in U.S. dollars. A significant portion of the rally is merely an 
inverse reflection of the weakening dollar. Should the U.S. dollar strengthen unexpectedly (due 
to robust economic data or aggressive rate policy), it instantly makes metals more expensive for 
international buyers, creating strong downward pressure on prices. 

7. Distorts Capital Allocation and Economic Growth 

When capital rushes into precious metals, it is being allocated for wealth preservation rather 
than economic production. This flight of capital diverts resources away from economically 
productive uses, such as corporate expansion, venture capital, and job creation, thereby stunting 
long-term economic growth. 
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DISCLAIMER AND DISCLOSURE STATEMENT 
Report Title: The Case Against the Current Rise of Precious Metal Prices: Seven Arguments Questioning the Rally. 
Date: October 16, 2025. Author: Chhabria Consulting Company (“CCC” hereinafter) (Content generation was 
assisted by Google Gemini). This report is provided for informational and analytical purposes only and is subject to 
the following express conditions: Nature of Service and Content - Analytical and Opinion-Based Only: This 
document is solely a market analysis, research, and opinion report. The content represents the personal views and 
opinions of the author(s) at Chhabria Consulting Company (CCC). Not Investment Advice: CCC is not a registered 
investment advisor and does not provide financial, legal, tax, or investment advice. This report should not be 
construed as a recommendation to buy, sell, or hold any precious metal, security, or related instrument. Readers must 
consult with a qualified financial professional before making any investment decisions. No Dealer Activities: CCC 
is a consulting and research firm and is not a dealer in precious metals, precious stones, or jewels. CCC does not 
participate in the physical purchase, sale, or transfer of physical metal for any client and is not subject to FinCEN or 
other dealer-specific Anti-Money Laundering (AML) regulations. No Product Endorsement: This analysis is strictly 
focused on market dynamics and is not related to the sale or endorsement of any specific physical precious metal 
product (e.g., jewelry, bullion, coin, or industrial material). Conflicts of Interest and Data Source - Explicit 
Disclosure of Positions (Conflict of Interest): Chhabria Consulting Company (CCC) explicitly discloses that the firm 
and/or its principals and associated individuals hold financial positions (long and/or short) in the precious metals and 
related instruments (including but not limited to gold and silver bullion, ETFs, and mining stocks) that are discussed 
in this report. These holdings may be bought or sold at any time without prior notice. Use of Public Data: The 
analysis, statistics, and figures presented in this report are based exclusively on publicly available market data, 
economic reports, and generally accepted industry information. No Non-Public Information: CCC confirms that this 
report is not based on any material, non-public, or market-moving information that is proprietary, confidential, or 
obtained through privileged access. Limitations of Liability - CCC makes no representation or warranty, express or 
implied, as to the accuracy, completeness, or reliability of the information contained herein. The precious metals 
market is highly volatile, and opinions expressed are subject to change without notice. By reading this report, the 
reader acknowledges and agrees that CCC shall have no liability for any loss or damage whatsoever arising directly 
or indirectly from any use of the content. 
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