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Publication of Gold Survey 2007

Investor Interest in Gold Grew Markedly in 2006 and is Expected to Remain 
Healthy Throughout this Year

Gold Survey 2007, GFMS’ latest report on the gold market, was launched today in London, Toronto and Johannesburg.  One of 

the main findings of the report was the 13% decline in World Investment, that reached 743 tonnes in 2006.  World Investment 

comprises of implied net investment - GFMS’ balancing item understood to reflect “western” investment demand (excluding primary 

coin sales) - bar hoarding and coin fabrication demand.  Interestingly, in approximate value terms, the figure was up by 18% year-

on-year to $14.4 billion.

Although prima facie the decline in the volume of World Investment could be misunderstood to suggest investor interest in the 

yellow metal weakened last year, the evidence is overwhelming that in fact investor activity enjoyed healthy growth and was the 

principal driver of price fluctuations.  A structural shift in the market, away from the primarily buy-sided model seen in 2005 to a 

more two-sided variant last year was instead the driver of the net volume decline.  Nevertheless it is important to stress, as GFMS’ 

executive chairman, Philip Klapwijk, noted, that “despite there being sizeable investor activity on both the buy and sell sides of the 

market, overall purchases overwhelmingly exceeded sales”.

Dollar weakness, geopolitical tensions and other commodity prices, remained important drivers of investment demand over much 

of last year.  With regards to the latter in particular, a significant portion of activity in gold, and particularly in the first half, came 

through trading in commodity basket products that contained a weighting in gold.

After years of lacklustre performance, 2006 saw investment in physical metal experience somewhat of a come-back.  Interest in 

gold ETFs as well as in the over-the-counter market also grew last year.  In contrast, the evidence suggests that speculative activity 

in the main commodity exchanges declined in 2006.  It is worth noting that for yet another year, the market was dominated by 

institutional players and high net worth individuals, while the impact of small retail investors remained limited.

As Klapwijk noted, “a continued weakness in the US dollar, ongoing geopolitical tensions and strong commodity prices, coupled with 

fundamental support appearing on price dips, continue to make the investment case for gold strong”.  On this basis, GFMS expect 

investor interest in the yellow metal will persist for at least the medium term, providing essential fuel to the continued rally in the 

gold price, that could see it reaching a new nominal high for the rally to date in the next 12 months.
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