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-- 18 Analysts + Consultants; full18 Analysts + Consultants; full--time representation in UK, time representation in UK, 
India, China, Australia. India, China, Australia. 

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

-- Annual Gold, Silver and Platinum & Palladium Surveys.Annual Gold, Silver and Platinum & Palladium Surveys.

-- Weekly, monthly, quarterly & biWeekly, monthly, quarterly & bi--annual reports, forecasts  annual reports, forecasts  
plus consultancy services across all the precious and base plus consultancy services across all the precious and base 
metals & steel. metals & steel. 

-- For more information see: www.For more information see: www.gfmsgfms.co..co.uk uk 

The GFMS Group’s Unique Research The GFMS Group’s Unique Research 
Capabilities & ProgrammeCapabilities & Programme



GFMS Research GFMS Research 
Countries visited during the current research cycleCountries visited during the current research cycle



Presentation OutlinePresentation Outline
•• Gold Price OutlookGold Price Outlook

Gold SupplyGold Supply: : 
•• Growth Potential LimitedGrowth Potential Limited

Gold DemandGold Demand::
•• Investment Compensating for Weaker FabricationInvestment Compensating for Weaker Fabrication

Price ForecastPrice Forecast

•• Outlook for US Gold Outlook for US Gold Jewelry Jewelry DemandDemand
Gold Price ImpactGold Price Impact

Not Just a Gold Price PhenomenonNot Just a Gold Price Phenomenon
Competitors to Precious Metal ContentCompetitors to Precious Metal Content

Jewelry’sJewelry’s Main CompetitorsMain Competitors

Market SummaryMarket Summary



Gold Price OutlookGold Price Outlook



Gold SupplyGold Supply



World Gold Mine ProductionWorld Gold Mine Production
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Gold Supply from Scrap, Hedging & Official SalesGold Supply from Scrap, Hedging & Official Sales
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Gold DemandGold Demand
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Economic BackdropEconomic Backdrop
•• Impact of credit markets crisis is broad and ongoingImpact of credit markets crisis is broad and ongoing

•• Financial markets directly affected:Financial markets directly affected:
•• Liquidity impaired & price discovery compromisedLiquidity impaired & price discovery compromised
•• Counterparty credit risk to the fore  Counterparty credit risk to the fore  

•• Second order effects considerable:Second order effects considerable:
•• Further blow to housing marketFurther blow to housing market
•• Tipping US into recession; Tipping US into recession; RoW RoW slower growth (lower profits slower growth (lower profits 

and therefore slide in stock prices)and therefore slide in stock prices)
•• Cuts in US interest rates (but growing inflation risks, especialCuts in US interest rates (but growing inflation risks, especially ly 

with high oil prices)with high oil prices)
•• Weaker US dollarWeaker US dollar
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Economic BackdropEconomic Backdrop
•• Impact of credit markets crisis is broad and ongoingImpact of credit markets crisis is broad and ongoing

•• Financial markets directly affected:Financial markets directly affected:
•• Liquidity impaired & price discovery compromisedLiquidity impaired & price discovery compromised
•• Counterparty credit risk to the fore  Counterparty credit risk to the fore  

•• Second order effects considerable:Second order effects considerable:
•• Further blow to housing marketFurther blow to housing market
•• Tipping US into recession; Tipping US into recession; RoW RoW slower growth (lower profits slower growth (lower profits 

and therefore slide in stock prices)and therefore slide in stock prices)
•• Cuts in US interest rates (but growing inflation risks, especialCuts in US interest rates (but growing inflation risks, especially ly 

with high oil prices)with high oil prices)
•• Weaker US dollarWeaker US dollar

•• Positive economic and financial backdrop for goldPositive economic and financial backdrop for gold
•• Flight to quality; safe havenFlight to quality; safe haven
•• Competing assets unattractive: lower stock prices, weaker US Competing assets unattractive: lower stock prices, weaker US 

dollar, negative real interest ratesdollar, negative real interest rates



World Gold InvestmentWorld Gold Investment
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Gold Price OutlookGold Price Outlook
•• Investment to remain the key driver of gold prices in 2008 Investment to remain the key driver of gold prices in 2008 

•• Price volatility set to continuePrice volatility set to continue

•• GFMSGFMS’’ forecast average price in 2008 of $950, with low of forecast average price in 2008 of $950, with low of 

$870 and high of $1,180$870 and high of $1,180



Outlook for US Gold Outlook for US Gold 
JewelryJewelry DemandDemand



Presentation OutlinePresentation Outline
•• Gold Price OutlookGold Price Outlook

Gold SupplyGold Supply

Gold DemandGold Demand

Price ForecastPrice Forecast

•• Outlook for US Gold Outlook for US Gold Jewelry Jewelry DemandDemand

Gold Price ImpactGold Price Impact

Not Just a Gold Price PhenomenonNot Just a Gold Price Phenomenon

Competitors to Precious Metal ContentCompetitors to Precious Metal Content

Jewelry’s Jewelry’s Main CompetitorsMain Competitors

Market summaryMarket summary



Impact of High Gold PricesImpact of High Gold Prices
•• Retail Price Point PressureRetail Price Point Pressure

Impact on promotion pricesImpact on promotion prices
Attrition of gold ouncesAttrition of gold ounces

Lighter piecesLighter pieces
Growing use of silver, steel and other materialsGrowing use of silver, steel and other materials

Growth of 10 karat in 2008 ?Growth of 10 karat in 2008 ?

•• OpenOpen--toto--buysbuys
Only a shortOnly a short--term impact ?term impact ?
Step change to lower stocksStep change to lower stocks
Postponement of ordersPostponement of orders

•• Rising Import Costs Rising Import Costs 
Charge for lost gold during manufacturingCharge for lost gold during manufacturing



Competitors to Precious Metal ContentCompetitors to Precious Metal Content
•• Materials of intrinsic valueMaterials of intrinsic value

Diamonds, pearls etcDiamonds, pearls etc

•• Materials of trivial valueMaterials of trivial value
Steel, rubber, glass, wood etc Steel, rubber, glass, wood etc 

•• High design / fashionHigh design / fashion
Rising share of Rising share of laborlabor in total costsin total costs
Growth of “fast” fashion; purchase for 1Growth of “fast” fashion; purchase for 1--2 seasons2 seasons
InformalizationInformalization; trend to more casual fashion ; trend to more casual fashion 

•• Branded goodsBranded goods
Expenditure shift from the intrinsic to the intangibleExpenditure shift from the intrinsic to the intangible



Jewellery’s Main CompetitorsJewellery’s Main Competitors

•• Technology goodsTechnology goods
cellphonescellphones, , IPodsIPods etcetc

•• Travel & leisureTravel & leisure

•• Luxury clothing & accessoriesLuxury clothing & accessories
handbags, shoes, sunglasses etchandbags, shoes, sunglasses etc

heavily brandedheavily branded



US Gold US Gold JewelryJewelry ImportsImports
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US Gold US Gold Jewelry Jewelry FabricationFabrication
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ConclusionConclusion



US Gold US Gold JewelryJewelry OutlookOutlook

•• Uncertain retail environmentUncertain retail environment

•• Gold prices forecast to continue risingGold prices forecast to continue rising

•• Further retail price pressureFurther retail price pressure
Rising import labour rates; Loss of GSP elsewhere ?Rising import labour rates; Loss of GSP elsewhere ?

•• Shift to other materialsShift to other materials
Not necessarily a shortNot necessarily a short--term developmentterm development

•• Competition from outside Competition from outside jewelryjewelry

•• Medium term: falling gold pricesMedium term: falling gold prices
Will eventually boost demand for ouncesWill eventually boost demand for ounces

•• Potential for reversalPotential for reversal



Thank you for your attentionThank you for your attention

Website: www.Website: www.gfmsgfms.co..co.ukuk

Contact: Contact: philipphilip..newmannewman@@gfmsgfms.co..co.ukuk

The information and opinions contained in this presentation have 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 precious metal 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 precious metals or any precious metal 
related products.  Expressions of opinion are those of GFMS Ltd only and are subject to change without notice. 

DisclaimerDisclaimer
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