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The Gold Survey CoverThe Gold Survey Cover

The cover features the Tanaka “Pure Gold The cover features the Tanaka “Pure Gold 
SenryobakoSenryobako”, which represents a reproduction of ”, which represents a reproduction of 
an Edoan Edo--era era senryobakosenryobako..

The gold chest weighs 36 The gold chest weighs 36 kilogrammeskilogrammes of gold, of gold, 
valued at Yen100m, and can hold 49 one kilo valued at Yen100m, and can hold 49 one kilo 
bullion bars.bullion bars.

As well as 49 individual parts it also features 320 As well as 49 individual parts it also features 320 
solid gold nails. solid gold nails. 

GFMS gratefully acknowledges the generous  GFMS gratefully acknowledges 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

ScotiaMocatta

Commerzbank International S.A.
Tanaka Kikinzoko Kogyo www.anglogold.com

www.placerdome.com Société Générale

ARY Refinery

JPMorgan Chase Bank

Rand Refinery Limited

Barrick Gold Corporation

www.standardbank.com

The Austrian Mint

www.newmont.comwww.IBKCapital.com

Johnson Matthey

Dubai Metals & 
Commodities Centre

World Gold Council

www.musuku.com

www.UNOAERRE.ITwww.natexismetals.com

GFMS Research GFMS Research –– Cities Visited Cities Visited 

17 Analysts + Consultants; full17 Analysts + Consultants; full--time representation in time representation in 
UK, India, China, Australia.  UK, India, China, Australia.  

Not just deskNot just desk--based: Over 40 countries visited in the based: Over 40 countries visited in the 
last 12 months.  More than 7,000 contact notes since last 12 months.  More than 7,000 contact notes since 
1996.1996.

Annual Gold, Silver and now also Platinum & Annual Gold, Silver and now also Platinum & 
Palladium SurveysPalladium Surveys

GFMS’ Unique Research GFMS’ Unique Research 
Capabilities & ProgrammeCapabilities & Programme
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Presentation OutlinePresentation Outline

Gold PricesGold Prices

SupplySupply

Demand Demand 
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Gold Supply in 2003Gold Supply in 2003

11.2%11.2%606606545545Official sector salesOfficial sector sales

4.3%4.3%4,1424,1423,9723,972TOTAL SUPPLYTOTAL SUPPLY

12.7%12.7%943943836836Old gold scrapOld gold scrap
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Mine Supply DatabaseMine Supply Database
OverOver 70 companies analysed on a quarterly 70 companies analysed on a quarterly 
basis basis –– production/costs/corporate activityproduction/costs/corporate activity
Close to 400 mines recorded on a annual Close to 400 mines recorded on a annual 
basis basis –– production/costs/reserves/gradeproduction/costs/reserves/grade
Informal mine production measured on a Informal mine production measured on a 
country by country basiscountry by country basis
Costs measured at over 70% of Western Costs measured at over 70% of Western 
World productionWorld production
Database used to input production and Database used to input production and 
hedging data hedging data 
Analysis of hedging data via Analysis of hedging data via BradyTrinityBradyTrinityTMTM

Gold Mine ProductionGold Mine Production
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Gold Price
Total Costs

Cash Costs

2003:    CC: $222/oz, up 23% 2003:    CC: $222/oz, up 23% yoyyoy

TC: $278/oz, up 19% TC: $278/oz, up 19% yoyyoy

Mine ProductionMine Production
•• Essentially flat yearEssentially flat year--onon--year (up by a mere 0.1% or 3 tonnes).year (up by a mere 0.1% or 3 tonnes).

•• Declines in production in South Africa, Mali, the United States Declines in production in South Africa, Mali, the United States 

and Canada.and Canada.

•• Output growth in Australia, China, Peru and TanzaniaOutput growth in Australia, China, Peru and Tanzania

•• US dollar denominated cash costs rose by $42/oz.  Total US dollar denominated cash costs rose by $42/oz.  Total 

costs averaged $278/oz in 2003.costs averaged $278/oz in 2003.

•• GFMS forecast production essentially to remain flat in 2004.GFMS forecast production essentially to remain flat in 2004.

Change in Supply from AboveChange in Supply from Above--Ground StocksGround Stocks
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Regional Changes in Scrap SupplyRegional Changes in Scrap Supply
2003 compared to 2002
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Gold Demand in 2003Gold Demand in 2003

391.6%391.6%600600122122Implied investmentImplied investment

--28.9%28.9%310310437437Net producer hedgingNet producer hedging
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World Gold FabricationWorld Gold Fabrication
Annual yearAnnual year--onon--year change, tonnesyear change, tonnes
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Last three years cumulative fall in global Last three years cumulative fall in global 
fabrication demand of just under 730 t. fabrication demand of just under 730 t. 

**

* GDP growth for 2003 is estimated using monthly IFS data* GDP growth for 2003 is estimated using monthly IFS data
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Lowest level in 14 years!Lowest level in 14 years!

Fabrication Demand in 2003Fabrication Demand in 2003
•• Subdued GDP growth a key factor behind 3.6% decline Subdued GDP growth a key factor behind 3.6% decline 

to 12to 12--year low of 3,049 t.year low of 3,049 t.

•• Jewellery fabrication slumped by 150 t, Italy suffering the Jewellery fabrication slumped by 150 t, Italy suffering the 

bulk of the loss, with an 85 t decline, mainly due to weak bulk of the loss, with an 85 t decline, mainly due to weak 

export markets.export markets.

•• High level of scrap contributed to jewellery fabrication High level of scrap contributed to jewellery fabrication 

excluding scrap reaching a 14excluding scrap reaching a 14--year low.year low.

•• Electronics demand in 2003 up 14% on previous year’s Electronics demand in 2003 up 14% on previous year’s 

level, largely due to increases in fabrication of gold level, largely due to increases in fabrication of gold 

bonding wire.bonding wire.

GFMS’ Hedging AnalysisGFMS’ Hedging Analysis

GFMS enter all hedging transactions into both GFMS enter all hedging transactions into both 
our hedging database and the our hedging database and the Brady TrinityBrady Trinity
system.system.

Trades are input on a quarterly basis by Trades are input on a quarterly basis by 
company, instrument, year of expiry and company, instrument, year of expiry and 
currency.currency.

Using detailed market data provided by Using detailed market data provided by 
InvestecInvestec, accurate deltas (and other , accurate deltas (and other 
sensitivities) are calculated.sensitivities) are calculated.
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Producer Hedging in 2003Producer Hedging in 2003

DeDe--hedging contributed 310 tonnes of demand last year.hedging contributed 310 tonnes of demand last year.

Similarly to the previous year, the decline consisted of schedulSimilarly to the previous year, the decline consisted of scheduled ed 
deliveries and buy backs, as well as some book restructuring.deliveries and buy backs, as well as some book restructuring.

DeDe--hedging was at its greatest in the first half of 2003, with buy hedging was at its greatest in the first half of 2003, with buy 
backs being the main factor. backs being the main factor. 

Outstanding hedge book (forwards, loans, options) at yearOutstanding hedge book (forwards, loans, options) at year--end end 
came to 2,166 tonnes (deltacame to 2,166 tonnes (delta--adjusted).  adjusted).  

GFMS’ base case is for deGFMS’ base case is for de--hedging to contribute 340hedging to contribute 340--400 tonnes to 400 tonnes to 
demand in 2004. demand in 2004. 

Net Market Impact of Producer HedgingNet Market Impact of Producer Hedging
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Annual average of Annual average of 
1212--month month contangocontango
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Mine ProductionMine Production 2,5902,590 2,5932,593
ScrapScrap 836836 943943
Official SalesOfficial Sales 545545 606606
Total SupplyTotal Supply 3,9723,972 4,1424,142

Fabrication*Fabrication* 3,0673,067 2,9442,944
World Investment**World Investment** 468468 888888
Producer deProducer de--HedgingHedging 437437 310310
Total DemandTotal Demand 3,9723,972 4,1424,142

*fabrication excludes coins*fabrication excludes coins
**World Investment includes coins, bar hoarding  + residual bala**World Investment includes coins, bar hoarding  + residual balancence
Source: GFMSSource: GFMS

Investment and the Supply/Demand BalanceInvestment and the Supply/Demand Balance
Major supply & demand variables in tonnesMajor supply & demand variables in tonnes

World InvestmentWorld Investment
Bar hoarding, impliedBar hoarding, implied disdis(investment) and official coins(investment) and official coins

-200

0

200

400

600

800

1000

1993 1995 1997 1999 2001

In
ve

st
m

en
t 

(t
on

n
es

)

-2.0

0.0

2.0

4.1

6.1

8.1

10.2

12.2

In
ve

st
m

en
t 

(U
S

$b
n

)

Value of World Investment*

*Value of World Investment is calculated as the product of World

Investment and the annual average for the gold price



GFMS

Gold Survey 2004Gold Survey 2004 7

World InvestmentWorld Investment
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Investment in 2003Investment in 2003
2003 saw a near doubling of investment demand, the world total 2003 saw a near doubling of investment demand, the world total 
summing up to 888 t.summing up to 888 t.

Most demand indirect via buying of futures, options and other paMost demand indirect via buying of futures, options and other paper per 
instruments (overinstruments (over--thethe--counter and exchangecounter and exchange--listed).  Direct listed).  Direct 
purchases of physical bullion, e.g. allocated metal, increased bpurchases of physical bullion, e.g. allocated metal, increased but ut 
accounted for the smaller share of 2003accounted for the smaller share of 2003’’s demand. s demand. 

Institutional more important than private investors.  The formerInstitutional more important than private investors.  The former still still 
mostly hedge funds and mostly hedge funds and CTAs CTAs as opposed to larger pension/mutual as opposed to larger pension/mutual 
funds.  Among private investors, retail demand lacklustre, wherefunds.  Among private investors, retail demand lacklustre, whereas as 
there was a noteworthy rise in high net worth investorsthere was a noteworthy rise in high net worth investors’’ demand.     demand.     

Much of the buying trendMuch of the buying trend--driven and related to the rise in gold and driven and related to the rise in gold and 
other commodity prices.  But political and, especially, economicother commodity prices.  But political and, especially, economic
concerns important supportive factors. concerns important supportive factors. 

Price OutlookPrice Outlook

SupplySupply
•• Mine Production expected to be flat in 2004. Mine Production expected to be flat in 2004. 

•• Official Sales unlikely to exceed 2003’s level (606 t) Official Sales unlikely to exceed 2003’s level (606 t) 

and could well fall this year (Q104 < 100 t).and could well fall this year (Q104 < 100 t).

•• Scrap: Prices in excess of $450 probably now Scrap: Prices in excess of $450 probably now 

needed for supply to match 2003’s high level. needed for supply to match 2003’s high level. 

•• Disinvestment?  Only potential source for a supply Disinvestment?  Only potential source for a supply 

shock this year.  Wholesale long liquidation not likely shock this year.  Wholesale long liquidation not likely 

unless economic circumstances change markedly.   unless economic circumstances change markedly.   
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Demand Demand 
•• Fabrication demand has largely adjusted to a $400Fabrication demand has largely adjusted to a $400--

type price level.type price level.

•• LongerLonger--term challenges facing gold jewellery term challenges facing gold jewellery 

demand?  demand?  

•• DeDe--Hedging’s Hedging’s contribution to demand could well rise contribution to demand could well rise 

this year (340this year (340--400 t versus 310 t in 2003).400 t versus 310 t in 2003).

•• Investment will continue to be the primary driver for Investment will continue to be the primary driver for 

the gold price. the gold price. 

Investment IssuesInvestment Issues
Excessive reliance still on shortExcessive reliance still on short--term price trend motivated speculators as term price trend motivated speculators as 
opposed to “firmer hands”?opposed to “firmer hands”?

GFMS’ expect underlying political and economic factors to remainGFMS’ expect underlying political and economic factors to remain very very 
supportive for gold investment. supportive for gold investment. 

We do NOT believe that US and World economy is on path of sustaiWe do NOT believe that US and World economy is on path of sustained ned 
GDP growth recovery, stable currencies and prices.GDP growth recovery, stable currencies and prices.

In particular, twin US deficits and associated massive growth inIn particular, twin US deficits and associated massive growth in debt will debt will 
result in resumption of dollar’s fall and eventual US recession.result in resumption of dollar’s fall and eventual US recession.

Gold will benefit as other mainstream financial assets perform bGold will benefit as other mainstream financial assets perform badly.  adly.  
Flow of funds into alternative assets will resume and drive goldFlow of funds into alternative assets will resume and drive gold price price 
higher.higher.

US Current account & Fiscal US Current account & Fiscal 
Deficit/Surplus as % of GDPDeficit/Surplus as % of GDP
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Stocks Still Overvalued?Stocks Still Overvalued?
S&P 500 PS&P 500 P--E ratio remains well above longE ratio remains well above long--term trendterm trend
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for rest of 2004:  

$390-$450
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GFMS Forthcoming EventsGFMS Forthcoming Events

06 May 2004 : 06 May 2004 : Platinum & Palladium Platinum & Palladium 
Survey 2004Survey 2004

13 May 2004: 13 May 2004: World Silver Survey 2004World Silver Survey 2004

17 Sept. 2004: 17 Sept. 2004: London Precious Metals London Precious Metals 
SeminarSeminar

17 Sept. 2004:17 Sept. 2004: Gold Survey 2004, Update 1Gold Survey 2004, Update 1


