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The GFMS Group’s Unique Research 
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PricesPrices
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Gold Price CorrelationsGold Price Correlations
(based on log(based on log--returns on daily prices)returns on daily prices)

08.Q2 08.Q3 08.Q4 09.Q1 09.Q2Q Q Q Q Q
US$/Euro Rate 0.73 0.63 0.36 0.23 0.33
US$/Yen Rate 0.58 0.28 0.03 0.33 0.32
Silver 0.48 0.70 0.58 0.57 0.57
Oil (WTI) 0.23 0.17 0.23 0.21 0.01
GSCI Index 0.27 0.23 0.26 0.20 0.04

Source: GFMSSource: GFMS

GSCI Index 0.27 0.23 0.26 0.20 0.04
CRB Index 0.22 0.17 0.21 0.15 0.27
S&P 500 -0.35 -0.20 -0.04 -0.03 0.01

SupplySupply



Gold Mine Production
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Mine Production ProfileMine Production Profile
Positives were widespread:Positives were widespread:
•• Strong contribution from new or ramping up projects:Strong contribution from new or ramping up projects:

Kupol, Cerro Corona, Pioneer, Bonikro, Higginsville, Goldex, Kupol, Cerro Corona, Pioneer, Bonikro, Higginsville, Goldex, 
Sabodala, Kettle RiverSabodala, Kettle River--Buckhorn, Mana, Leonora.Buckhorn, Mana, Leonora.
(+34 tonnes collectively)(+34 tonnes collectively)

•• Good performance at several existing operations:Good performance at several existing operations:
Grasberg, Lihir Island, Goldstrike, Bingham Canyon, La Coipa, Grasberg, Lihir Island, Goldstrike, Bingham Canyon, La Coipa, 
Yanacocha, Paracatu. Batu Hijau.Yanacocha, Paracatu. Batu Hijau.
(+51 tonnes collectively)(+51 tonnes collectively)

Negatives were limited in impact:Negatives were limited in impact:
• Losses were driven by South Africa and Tanzania. All other 

reductions at the country level were sub-two tonnes. At the mine 
level, the largest ten losses only totalled -31 tonnes, compared to 
the ten largest increases at +69 tonnes. 
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Mine Production: Winners and LosersMine Production: Winners and Losers
(Figures represent year-on-year change, i.e. H1.09 less H1.08)
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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
2009.H1 compared to 2008.H1 
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World Gold FabricationWorld Gold Fabrication
Annual yearAnnual year--onon--year change, tonnesyear change, tonnes
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Jewellery Fabrication: Winners and LosersJewellery Fabrication: Winners and Losers
(Figures represent year-on-year change, i.e. H1.09 less H1.08)
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Global Fabrication Demand, QuarterlyGlobal Fabrication Demand, Quarterly
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Indian Gold FabricationIndian Gold Fabrication
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Outstanding Delta Adjusted 
Producer Hedge Positions   
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World InvestmentWorld Investment
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Investors’ Net Positions on Comex and CBOTInvestors’ Net Positions on Comex and CBOT
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Investment in 2009Investment in 2009
•• Growth in investment demand has been the most important driver Growth in investment demand has been the most important driver 

of higher prices. of higher prices. 

20092009 t d t h d f d d I t ’t d t h d f d d I t ’•• 20092009--to date has seen a renewed wave of demand.  Investors’ to date has seen a renewed wave of demand.  Investors’ 
focus shifting from concerns over financial stability and security focus shifting from concerns over financial stability and security 
of bank deposits to potential consequences of governments’ and of bank deposits to potential consequences of governments’ and 
central banks’ ultracentral banks’ ultra--loose fiscal and monetary policies for loose fiscal and monetary policies for 
inflation and the US dollar.inflation and the US dollar.

•• But, how long will this last?  Economic recovery with low or But, how long will this last?  Economic recovery with low or , g y, g y
moderate inflation and rising short term interest rates could moderate inflation and rising short term interest rates could 
eventually undermine the case for investment and result in a eventually undermine the case for investment and result in a 
major drop in the gold price, especially if existing ‘longs’ sellmajor drop in the gold price, especially if existing ‘longs’ sell--off off 
aggressively. aggressively. 

Summary and Price OutlookSummary and Price Outlook
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Price Outlook: Next Six MonthsPrice Outlook: Next Six Months
Positives:Positives:
•• Central banks expected to remain net purchasers, albeit on a Central banks expected to remain net purchasers, albeit on a 

small scale. small scale. 
•• Good scope for growth in investment demand:Good scope for growth in investment demand:

•• “Weight of money” argument is valid as global allocations are still very low. “Weight of money” argument is valid as global allocations are still very low. 
•• Real interest rates in major currencies to remain low to negative.Real interest rates in major currencies to remain low to negative.
•• Concerns over inflation and value of dollar should grow in coming months.Concerns over inflation and value of dollar should grow in coming months.

Negatives:Negatives:
•• Scrap supply at underlying high level and will respond to Scrap supply at underlying high level and will respond to 

meaningful increases in local gold prices.   meaningful increases in local gold prices.   
•• DeDe--hedging has almost run its course.hedging has almost run its course.
•• Fabrication demand to remain ‘soft’ due to high local prices and Fabrication demand to remain ‘soft’ due to high local prices and 

ongoing economic weakness.   ongoing economic weakness.   
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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. 


