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GFMS gratefully acknowledge the generous  GFMS gratefully acknowledge the generous  
support from the following companies for this support from the following companies for this 

year’s year’s Gold Survey Gold Survey and its two and its two UpdatesUpdates

Tanaka Precious Metals Group www.pamp.comCommerzbank Global 
Precious Metals

Valcambi sa

ScotiaMocatta

Barrick Gold Corporation

www.newmont.comwww.IBKCapital.com

World Gold Council Dubai Multi Commodities 
Centre

Precious Metals

JPMorgan Chase Bank

www.standardbank.com

Kinross Gold Corporation www.randrefinery.com

Johnson Mattheywww.nyse.com/nyseliffeus

INTL Commodities, INC.www.natexiscm.com

www.commodities.sgcib.comwww.ljgold.com

Large and experienced team of 18 Analysts + Consultants. 

The GFMS Group’s Unique Research 
Capabilities & Programme

Not just desk-based: Over 300 companies and organisations in 
39 countries visited by our personnel in the last 12 months. 

Annual Gold, Silver and Platinum & Palladium Surveys.

Also, weekly, monthly, quarterly & bi-annual reports plus , y, y, q y p p
forecasts and a wide range of consultancy services across all 
the precious and base metals & steel.  

For more information visit: www.gfms.co.uk
or email: charles.demeester@gfms.co.uk
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Presentation OutlinePresentation Outline

•• Gold PricesGold Prices ReviewReview•• Gold Prices Gold Prices -- ReviewReview

•• SupplySupply

•• Demand Demand 

•• Price OutlookPrice Outlook

US Dollar Gold Price  US Dollar Gold Price  
Weekly AveragesWeekly Averages

DOLLARDOLLAR 20072007 2008 2008 JanJan--Jun 09Jun 09

AverageAverage 695.39695.39 871.96871.96 915.18915.18

IntraIntra--YearYear 30.3%30.3% 2.7%2.7% 6.9%6.9%

US$/oz

%% %% %%

YearYear--onon--Year Year 15.2%15.2% 25.4%25.4% 0.5%0.5%

2626--week moving averageweek moving average

Source: GFMS, Thomson ReutersSource: GFMS, Thomson Reuters
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Yuan Gold PriceYuan Gold Price
Weekly AveragesWeekly Averages

Yuan/g
YUANYUAN 20072007 20082008 JanJan--Jun 09Jun 09

Period AveragePeriod Average 169.85169.85 194.79194.79 201.13201.13

I tI t YY 22 0%22 0% 3 7%3 7% 9 5%9 5%IntraIntra--YearYear 22.0%22.0% --3.7%3.7% 9.5%9.5%

YearYear--onon--YearYear 9.8%9.8% 14.7%14.7% --2.8%2.8%

2626--week moving averageweek moving average

Source: GFMS, Thomson ReutersSource: GFMS, Thomson Reuters

SupplySupply

Mine ProductionMine Production
AboveAbove--Ground StocksGround Stocks

•• Official Sector SalesOfficial Sector Sales
•• Scrap RecyclingScrap Recycling
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Gold Supply in 2008Gold Supply in 2008

20072007 20082008 yy--oo--yy

Mine productionMine production 2,4782,478 2,4162,416 --2.5%2.5%

Official sector salesOfficial sector sales 484484 246246 --49.1%49.1%

Old scrap supplyOld scrap supply 958958 1,2181,218 27.1%27.1%

Source: GFMSSource: GFMS

TOTAL SUPPLYTOTAL SUPPLY 3,9203,920 3,8803,880 --1.0%1.0%

World Gold Mine ProductionWorld Gold Mine Production

Rest of World
S. Africa, USA, Australia, Canada

2008: 2008: --62t or 62t or --2.5% 2.5% yoyyoy. . 
2009: small increase 2009: small increase 
forecast, but broader forecast, but broader 
trend unchangedtrend unchanged

Source: GFMS (May 2009, 3Source: GFMS (May 2009, 3--Year Gold Forecast)Year Gold Forecast)
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Chinese Gold Mine ProductionChinese Gold Mine Production
ForecastForecast

Chinese mine production increased by 
4% or 12 tonnes in 2008 to 292 tonnes.  
Further strong growth is forecast for 
2009 solidifying China’s position as2009, solidifying China s position as 
the world’s largest producer.   

Source: GFMS (May 2009, 3Source: GFMS (May 2009, 3--Year Gold Forecast)Year Gold Forecast)

World Cash and Total CostsWorld Cash and Total Costs
(in money(in money--ofof--thethe--day terms)day terms)

2008: Cash Costs: $467/oz, up 18% 2008: Cash Costs: $467/oz, up 18% yoyyoy
2008: Total Costs: $585/oz, up 18% 2008: Total Costs: $585/oz, up 18% yoyyoy

Gold Price

Total Costs

pp y yy y

Cash Costs

Source: GFMSSource: GFMS
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Mine ProductionMine Production
•• Global 62 Global 62 tonnetonne drop equal to 2.5% ydrop equal to 2.5% y--oo--y in 2008; at 2,416 y in 2008; at 2,416 

tonnestonnes the lowest level since 1996.the lowest level since 1996.
•• Asian volumes posted the greatest decline, falling 38 Asian volumes posted the greatest decline, falling 38 p g , gp g , g

tonnestonnes, despite China recording a 12 , despite China recording a 12 tonnetonne, or 4%, y, or 4%, y--oo--y y 
gain.gain.

•• African output fell by 30 African output fell by 30 tonnestonnes -- led lower by a 37 led lower by a 37 tonnetonne
drop in South Africa. drop in South Africa. 

•• US dollar denominated total cash costs expanded by an US dollar denominated total cash costs expanded by an 
average 18%, or $72/oz, to $467/oz.average 18%, or $72/oz, to $467/oz.
A l d i 18%A l d i 18%•• Average total production costs rose 18% yAverage total production costs rose 18% y--oo--y to average y to average 
$585/oz. $585/oz. 

•• GFMS currently forecast global mine production to increase GFMS currently forecast global mine production to increase 
by around 20 by around 20 tonnestonnes in 2009.in 2009.

AboveAbove--Ground Stocks of Gold, endGround Stocks of Gold, end--20082008

Above-ground Stocks, 
end 2008 = 163,000t

Gold is not “consumed” like most commodities; stocks can be Gold is not “consumed” like most commodities; stocks can be 
available at the right price…available at the right price…

,

Source: GFMS Source: GFMS 
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CBGA and Other Gold SalesCBGA and Other Gold Sales
Other 
CBGA

“CBGA” refers to signatories to the Central Bank Gold Agreement

“Other” refers to all other countries

Source: GFMS Source: GFMS 

Regional Changes in Scrap SupplyRegional Changes in Scrap Supply
2008 compared to 2007

Source: GFMS Source: GFMS 
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Supply in 2009Supply in 2009
•• Mine Production in 2009 expected to increase by around Mine Production in 2009 expected to increase by around 

20 tonnes over 2008 levels:  A rise in output from Asia, 20 tonnes over 2008 levels:  A rise in output from Asia, 
Australia and west Africa providing the growthAustralia and west Africa providing the growthAustralia, and west Africa providing the growth. Australia, and west Africa providing the growth. 

•• Net official sales will be low in 2009, with CBGA sales Net official sales will be low in 2009, with CBGA sales 
well below quota and countries outside the Agreement well below quota and countries outside the Agreement 
remaining small scale buyers on a net basis.  (Any IMF remaining small scale buyers on a net basis.  (Any IMF 
sales only expected in 2010.)sales only expected in 2010.)

•• Scrap has increased substantially this yearScrap has increased substantially this year--toto--date.  Full date.  Full 
year figure will be well up yearyear figure will be well up year--onon--year; in Q1 2009 scrap year; in Q1 2009 scrap 
supply surpassed jewellery fabrication volumes.supply surpassed jewellery fabrication volumes.

•• Total supply in 2009 currently forecast by GFMS to rise Total supply in 2009 currently forecast by GFMS to rise 
by some 4% yearby some 4% year--onon--year.year.

DemandDemand

F b i ti D dF b i ti D dFabrication DemandFabrication Demand
•• Jewellery FabricationJewellery Fabrication
•• Other (electronics, dentistry, coins etc) Other (electronics, dentistry, coins etc) 

Mining Company DeMining Company De--HedgingHedgingMining Company DeMining Company De HedgingHedging
Investment Demand  Investment Demand  
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Gold Demand in 2008Gold Demand in 2008

20072007 20082008 yy--oo--yy
FabricationFabrication

Jewellery Jewellery 2,4042,404 2,1592,159 --10.2%10.2%
OtherOther 671671 691691 3.0%3.0%

Total FabricationTotal Fabrication 3,0763,076 2,8502,850 --7.3%7.3%
Bar hoardingBar hoarding 236236 384384 62.3%62.3%
Net producer deNet producer de--hedginghedging 444444 358358 --19.3%19.3%Net producer deNet producer de hedginghedging 444444 358358 19.3%19.3%

Implied net investmentImplied net investment 164164 288288 75.5%75.5%

TOTAL DEMANDTOTAL DEMAND 3,9203,920 3,8803,880 --1.0%1.0%

Source: GFMS Source: GFMS 

World Gold FabricationWorld Gold Fabrication

Developing Countries
Industrial Countries

2009: double2009: double--digit % fall digit % fall 
forecastforecast

Source: GFMS (May 2009, 3Source: GFMS (May 2009, 3--Year Gold Forecast)Year Gold Forecast)
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2009 Q1 down notably  2009 Q1 down notably  
due to higher prices and due to higher prices and 
weaker economyweaker economy

Quarterly World Gold FabricationQuarterly World Gold Fabrication

Other 
Jewellery

Source: GFMS

Chinese Gold Jewellery ConsumptionChinese Gold Jewellery Consumption
Chinese jewellery consumption rose by more than 8% in 2008 to 
327 tonnes.  GFMS forecast similar growth in 2009.      

ForecastForecast

Source: GFMS Source: GFMS 
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Fabrication Demand Fabrication Demand 
•• A sharp decline in jewellery demand was the principal driver of the A sharp decline in jewellery demand was the principal driver of the 

7% or 225t fall in fabrication demand to 2,850t in 2008.7% or 225t fall in fabrication demand to 2,850t in 2008.

2008 jewellery fabrication dropped by 10% or 246 tonnes with2008 jewellery fabrication dropped by 10% or 246 tonnes with•• 2008 jewellery fabrication dropped by 10% or 246 tonnes, with 2008 jewellery fabrication dropped by 10% or 246 tonnes, with 
higher gold prices, a marked increase in price volatility, and the higher gold prices, a marked increase in price volatility, and the 
economic downturn the primary reasons for the fall. economic downturn the primary reasons for the fall. 

•• Other fabrication rose 3% yOther fabrication rose 3% y--oo--y, boosted by 40% growth in official y, boosted by 40% growth in official 
coin demand.coin demand.

•• Electronics demand fell 6% due largely to theElectronics demand fell 6% due largely to the rapid deteriorationrapid deterioration•• Electronics demand fell 6%, due largely to the Electronics demand fell 6%, due largely to the rapid deterioration rapid deterioration 
of the global economic environment.of the global economic environment.

•• GFMS currently forecast fabrication demand to drop by around GFMS currently forecast fabrication demand to drop by around 
10% in 2009. 10% in 2009. 

Net Market Impact of Producer HedgingNet Market Impact of Producer Hedging

Supply

F t

Demand

Forecast

Demand

Source: GFMS (May 2009, 3Source: GFMS (May 2009, 3--Year Gold Forecast)Year Gold Forecast)
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Total Accelerated Supply from Producer Hedging*Total Accelerated Supply from Producer Hedging*

Annual average of Annual average of 
1212--month month contangocontango

End 2008
483 tonnes

* outstanding forward sales, loans and net delta hedge against positions

Source: GFMS

(in tonnes) 2006 2007 2008

Offi i l B lli C i 129 137 191

World InvestmentWorld Investment

Official Bullion Coins 129 137 191
Medals & Imitation Coins 59 73 70

Implied Net (Dis)Investment 398 164 245

Bar Hoarding 235 236 392

World Investment 822 610 897

Approximate Value* $16 bn $14 bn $25 bn 

*Approximate value of World Investment based upon volume multiplied by annual average price. *Approximate value of World Investment based upon volume multiplied by annual average price. 

Source: GFMSSource: GFMS
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Gold Exchange Traded FundsGold Exchange Traded Funds

Net Change 2008 = 321 tonnesNet Change 2008 = 321 tonnes

Net Change 2009 H1 = 531 tonnes*Net Change 2009 H1 = 531 tonnes*

Source: Respective issuers; *NewGold  Gold Debentures to 29th June, ZKB Gold to 26th June,
Xetra Gold to 26th June, Julius Baer to 29th June

Investor activity in gold futures has recovered…Investor activity in gold futures has recovered…
(non(non--commercial & noncommercial & non--reportable positions in Comex futures)reportable positions in Comex futures)

Gold Price
2007 2007 157k contracts157k contracts
20082008 176k contracts176k contracts

Average size of net “investor” long.Average size of net “investor” long.

20082008 176k contracts176k contracts
2009YTD*2009YTD* 177k contracts177k contracts

Source: CFTC; to 23Source: CFTC; to 23rdrd JuneJune
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Investment in 2008Investment in 2008--0909
•• JanuaryJanuary--July 2008 generally saw net buying by “western” investors:July 2008 generally saw net buying by “western” investors:

•• Growth in investment led to surge above $1,000.Growth in investment led to surge above $1,000.
•• US dollar decline substantial, due in part to falling short term US US dollar decline substantial, due in part to falling short term US , p g, p g

interest rates and downturn in US housing.interest rates and downturn in US housing.
•• Commodities saw large inflows, partly because of rising inflation. Commodities saw large inflows, partly because of rising inflation. 
•• Financial market turmoil led to safe haven buying of gold.Financial market turmoil led to safe haven buying of gold.

•• After midAfter mid--July, however, the gold market experienced a massive sell off, July, however, the gold market experienced a massive sell off, 
driven primarily by a major rebound in the dollar and liquidation in the driven primarily by a major rebound in the dollar and liquidation in the 
overall commodities complex, particularly crude oil.  overall commodities complex, particularly crude oil.  

•• From September onwards a huge “deleveraging” by funds in futures and From September onwards a huge “deleveraging” by funds in futures and 
OTC markets took place.  In contrast, purchases of physical gold both OTC markets took place.  In contrast, purchases of physical gold both 
directly and via ETFs grew strongly.directly and via ETFs grew strongly.

•• 20092009--to date has seen continued strong demand for physical gold and to date has seen continued strong demand for physical gold and 
ETFs.  Investors’ chief focus shifting to potential longETFs.  Investors’ chief focus shifting to potential long--term results of term results of 
ultraultra--loose monetary and fiscal policies in many countries. loose monetary and fiscal policies in many countries. 

Demand in 2009Demand in 2009

•• Historically high prices, increased price volatility and economic Historically high prices, increased price volatility and economic 

downturn having a negative impact on global downturn having a negative impact on global jewelleryjewellery demand. demand. 

But, concentrated buying expected on major price dips, especially But, concentrated buying expected on major price dips, especially 

on any potential excursion to $800on any potential excursion to $800--$850.  $850.  

•• Other fabrication (excluding coins) hit by slowOther fabrication (excluding coins) hit by slow--down in global down in global 

economic growth.economic growth.

•• Total fabrication demand set to decline by 10% plus yearTotal fabrication demand set to decline by 10% plus year--onon--yearyear•• Total fabrication demand set to decline by 10% plus yearTotal fabrication demand set to decline by 10% plus year onon year.  year.  

•• Support from deSupport from de--hedging is declining. hedging is declining. 

•• Investor interest in gold growing further this year. Investor interest in gold growing further this year. 
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Price OutlookPrice Outlook

A Market in SurplusA Market in Surplus

Supply = Mine Production + ScrapSupply = Mine Production + Scrap

Fabrication DemandFabrication Demand

Source: GFMS Ltd. (May 2009, 3Source: GFMS Ltd. (May 2009, 3--Year Gold Forecast)Year Gold Forecast)
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Jewellery FabricationJewellery Fabrication
(excluding scrap supply)(excluding scrap supply)

Jewellery Fabrication and World Investment* Demand

World World 
InvestmentInvestment

Source: GFMS; *the sum of implied investment, bar hoarding, all coinsSource: GFMS; *the sum of implied investment, bar hoarding, all coins

Investment IssuesInvestment Issues

•• Investors are the key to higher prices: Without investment demand the Investors are the key to higher prices: Without investment demand the 
gold price would be closer to $700 than $900gold price would be closer to $700 than $900gold price would be closer to $700 than $900.  gold price would be closer to $700 than $900.  

•• 20092009--to date has seen a renewed wave of demand.  Investors’ focus to date has seen a renewed wave of demand.  Investors’ focus 
shifting from concerns over financial stability and security of bank shifting from concerns over financial stability and security of bank 
deposits to potential inflationary consequences of governments’ and deposits to potential inflationary consequences of governments’ and 
central banks’ fiscal and monetary policies.central banks’ fiscal and monetary policies.

•• But, how long will this last?  Economic recovery with low or moderate But, how long will this last?  Economic recovery with low or moderate , g y, g y
inflation and rising short term interest rates could eventually inflation and rising short term interest rates could eventually 
undermine the case for investment demand and result in a major drop undermine the case for investment demand and result in a major drop 
in the gold price, especially if existing ‘longs’ sellin the gold price, especially if existing ‘longs’ sell--off  aggressively.   off  aggressively.   
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Gold Price OutlookGold Price Outlook
PositivePositive
•• Mine production trend is still flat in spite of massive price gainsMine production trend is still flat in spite of massive price gains
•• Central bank sales diminishing; some buyers emergingCentral bank sales diminishing; some buyers emerging
•• ShortShort--term interest rates at record low levels in all major currenciesterm interest rates at record low levels in all major currencies
•• Government budget deficits are explodingGovernment budget deficits are explodingg p gg p g
•• Money supply growth rapidMoney supply growth rapid
•• Debt will be monetisedDebt will be monetised
•• Inflation could well pickInflation could well pick--up strongly in future  up strongly in future  
NegativeNegative
•• Jewellery demand slumping and scrap supply surgingJewellery demand slumping and scrap supply surging
•• “Fear” has peaked and investors’ risk appetite is returning “Fear” has peaked and investors’ risk appetite is returning 
•• Disinflation currently the problem; little sign of inflation at presentDisinflation currently the problem; little sign of inflation at presentDisinflation currently the problem; little sign of inflation at presentDisinflation currently the problem; little sign of inflation at present
•• US dollar has ‘bottomed’ and set to appreciate against most other currencies?US dollar has ‘bottomed’ and set to appreciate against most other currencies?

ConclusionConclusion: Over the next year economic conditions will continue on balance to : Over the next year economic conditions will continue on balance to 
be good for gold.  Government and central bank policy responses to be good for gold.  Government and central bank policy responses to 
recession and exploding debt obligations could well prolong the gold bull recession and exploding debt obligations could well prolong the gold bull 
market and result in far higher prices than those seen over the rally tomarket and result in far higher prices than those seen over the rally to--date.date.

DisclaimerDisclaimer
The information and opinions contained in this presentation have 
been obtained from sources believed to be reliable  but no been obtained from sources believed to be reliable, but no 
representation or warranty, express or implied, is made that such 
information is accurate or complete and it should not be relied 
upon as such.  This presentation does not purport to make any 
recommendation or provide investment advice to the effect that 
any gold related transaction is appropriate for all investment 
objectives, financial situations or particular needs.  Prior to making 
any investment decisions investors should seek advice from their 
advisers on whether any part of this presentation is appropriate to 
their specific circumstances.  This presentation is not, and should 
not be construed as, an offer or solicitation to buy or sell gold or 
any gold related products.  Expressions of opinion are those of GFMS 
Ltd only and are subject to change without notice. 


