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Executive summary

Gold demand had a robust start to 2014 - virtually unchanged
year-on-year at 1,074.5 tonnes (t). Jewellery demand made
moderate gains of 3% largely due to lower gold prices compared
with Q1 2013 and seasonal factors, notably Chinese New
Year, which contributed to record first-quarter jewellery
demand in China. Movements within the investment space
were more striking: net ETF flows were zero, compared with
177t of outflows in Q1 2013, while bar and coin investment
unsurprisingly fell far short (-39%) of the record levels of
demand seen a year ago. The net impact on Q1 investment
demand was minimal: it was down by just 6t (2%) year-on-year.

Table 1: 114 gold demand overview

Hirtertl bty GE4.T L7 | 5120 3 3100 /77 22,705 13

Technology | 103.5 o0 n| 108.3 | 4 5432 a7 amm | 24

Irvesimant Jag @23 ' JETE 21 16,116 11,738 16,378 -2
Tatal bar and coin demand | 4647 232.5| a3 2i -] ! 24,377 11,746 15437 52
ETFa sindl sarnilar piockicls -176.5 0.2 205 - -5 261 - el

Cantral bank vt purcheses | 1308 1224 727 8| 863 B, 080 3,660 28

Gobd demand | 10772 | 10m8) 1060 a) 56,511 | 44,868 | 47,504 | 3l

" Proanissomal

Souna: GFMS, Thamasn Reutéds, Werd Gokd Councd

In the official sector, central banks cantinued o purchase gold 2013 was unguestionably an axceptional year, which sow

for its divarsification and risk managamant properties, adding conswmers flooding into gold as the price fell. As 2014 gets
122 4e, while Substitution o other matenals combimedd 1o imiact undherwdy, it is warth noting that yaar-on-yiar Comgansons will
gold darmand in the technology space — down 4% year-on-year, be affected by the extracrdnary levels of demand that were
The supply of gold edged anly marginally higher {+1%1 m 01 as s@an n the consumer Space [as) year

an incraase in mina production was counterbalanced by another

natable dechng in he supply of recycled gold

Sean with your
midile device 1o
BCCESS our fesdanch
v app for investors




Jewellery underpinned

Jewellery demand was well supported in the first quarter,
exceeding the total from 01 last year - a period in which we
saw the baginnings of 2013°s ramarkable consumer resurgence.
Lower gold prices were the most important factor behind the
growth in Q1 jewellery demand; the average USS price was
21% lower than the year-earlier period, This decline in the
international price was echoed in many markets, with European
and Chinese consumers benefiting from a similar lower-price
envirgnment,

The first guarter of this year saw a cantinuation of mamentum
in the jewellery markets, with demand following traditional
patterns, Seasonal effects were particularly notable in China,
where the response to the Chinese Mew Year followead its
customary path: Q4 strength in consumer damand and stock-
building, in preparation for New Year and Valenting's Day,
continued into January before quickly subsiding once the holiday
penod was over, Demand remained subdued throughout the
clasing weeks of the quarter. This was repeatad throughout
South East Asia, with demand in Thailand, Vietnam and
Indanesia also showing the usual New Year-related surge.

Amang the western markats, the US and UK improved further,
building on the tentative recovery that began last vear as bettar
economic conditions, coupled with lower average gold prices,
buoyed demand, As we have discussed praviously, the longer
supply chain in these markels mean that reductions in the
internaticnal price take much longer to feed through to the retail
level. By the end of last year, retailers were in & position to pass
on lower prices 10 end-users and growth in demand is evidence
of a positive CONSUMar responsa.

However, some markets experienced a rather different price
envirgnment when considering gold in logal terms; currency
weakness in Turkey, for example, kept lira prices alevated, while
India’s supply restrictions continued to support the rupee price.
Although it is important to note that other - largely political —
tactors were also at play in suppressing demand in both markets
[discussed in Jawellany),

While consumers were rélatively robust in their demand for gold
jewellery last quarter, second quarter comparisons are expected
to be significantly weaker. Much of the damand surge last

year occurred in response to the price drops in April and May,
thereby pushing Q2 demand far beyond “normal’ ranges. We
would expect jewellery demand next guarter to come more into
ling with longer-term average levels (Chart 1),

Chart 1: Jewellery demand and quarterly average (4-quarter rolling totals)

Tonnes
2,500

2,000

1,500

ar'n o3n

B Jewellery [d-quaner rolling)

a1z
=== SeyEar quartedly average®

a3z a1 313 a4

* Jewellery demand was robust following the 2013 upsurge = Q1 was the seventh consecutive quarter of year-on-year
growth in the sectar,

* Strength of demand last year is expected 1o impact 02 comparisons and bring dermand back ta longer term average levels.

*Boypar quarterly average of 4-quarter rolling 1otals
Source: GFMS, Thomsan Reuters, World Gold Council
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Investors await cues

Q1 invastment dermand for gold was just Bt [2%)] lower year-on-
yaar &t 282 .31, Howeaver, the picture of stability a1 the aggregate
lewal conceals a more marked divergance in the ditferant
elarments of demand within the secton bar and coin dermand
was significanthy weakes while ETF gutfiows dwindled,

Met ETF gold demand was zero, with limited activity fram both
safes during the quarter. This had & positive IMPact on year-
on-yaar comparisans. given outflows of 17651 in 01 2013. On
thi one hand, tensions in Ukraine brought gold's risk-hedging
properties ino focus. This resulted in positive monthly mflows
to0 ETFs in February, for the first ime = owver & year, which wera
repeated in March, Howewes, expectations for continued LS -
and ghobal - econcmuc recovery and possible mereases in US
IPbETeSE FEles Ower COMIRY vaars had a contrasting affect, which
neutralised these inflows.

Chart 2: Total bar and coin demand by category in tonnes
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Bar and coin imvestmant sufferad the most nagative wear-on-
yaar comparisons for Q1, in part because the base period was
a record first quartar for bar and coin demmand, but also due 1o
uncerainty i the outlook for the gold price (Chart 2).

I late 2013 and early 2014 tharg was & general expectatsn that
the gold price would fall further. As this failed 1o matanalisa -
and gold prices steaddy increasad duning O — mvestorns in manny
of the more price-sansitive markets assumed a “wait and see’
stance until a clearer price trend emernged. Consequenily, total
bar and coin demand subsided 1o i1 lowest leval for four years,
A degree of profit-takng alse contributed to the year-on-year
decline, The opportunistic buying that accountad for o portion
of last year's surge resuftad in some of these relatively tactical
buyers closing out of their positions as the price rose over the
course of the quarter.
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= Year-onyear declings were concentrated among the more prce sensitive markets, notably China, India, Thailand and Turkey.
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Price premiums decline on easing
supply pressures

As demand for physical gold investment praducts fell back, the
pressures that had been squeezing the supply chain throughout
2013 eased and this has had a clear impact on the gold price
premiums in a number of lecal markets. Floves of gold from
wiastern vaults to satisfy the demands of eastarn consumers
have slowed as global gold markets have gradually returned to
a more ‘normal” state of affairs. This is evidenced by a decline
in the elevated price premiums seen throughout much of last
year, notably in Shanghai and Istanbul. In some cases, prices
rmoved 1o a discount. India was the exception; pramiums hen
reached a record in late December, as continued import controls

Chart 3: Local gold price premiums (weekly]
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kept market conditions tight. The premium then declinad
steadily as import licences were extended and the high local
gold price caused consumers 1o postpone purchases. However,
it remained elevated comparad with previous levels as market
conditions remained tight (Chart 3).

After a relatively muted quarter for bar and coin demand,
imvestors — waiting at the sidelines — will be in a position 1o
re-enter the market quickly in response to the right signals,
The expenence of last yaar has proved how responsive the
market can be 1o a major trigger, such as a rapid price change,
and high local premiums act as a signal of tight local market
canditions, attracting gold flows ta help alleviate pressures in
the supply chain.
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* | ocal prices in Shanghai and Istanbul maved to a discount during tha quarer, signalling a relaxation in the tight market

conditions that prevailed during much of last year.

* India was the exception — premiums started the year at near-record levels befare tailing off as import curbs continued to

rastrict demand.

Sowrce: Bloomberg, GFMS, Thomson Reuters, Istanbul Gold Exchanga, Tha London Gold Market Fxing Ltd, World Godd Council
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Global gold market -
first quarter 2014 review

Jewellery

Dunng the first quarter demand for gold jewellery continued on
ils recant growth path, increasing by 3%. At 570.7t, this was the
largest 01 volume since 2005,

Demmand in valug terms was worth LISS23,7bn, The 18% year-
on-year drop is langely a function of the 01 2013 value being the
third highest on record. Companed with the fie-year quarterdy
svarage value of USS22.Tbn, Q1 was up 5%.

Geographically, increases in dermand were reasonably wide-
spread with a numier of notable exceptions. Consumars
generally rmade the mast of gold paces that were relatively
appealing comparad with Q1 last year, particularly in those
markels where seasonal affects wene strongest. A sirengthening
aconomec anvironmant was furthar supportive for demand.

Chinese consumers generated the largest year-on-year
volume increase in jewellery demand. Thes was despite
sizable upward revisions to 2012 and 2013 data for China as
marg infarmation came 1o light regarding the extent of dermand
at that time. The seasonal impact of Chinesa Mew Year baing
closely followed by Valenting's Dy, and the Strong gold Buying
and gifting traditions associated with those two occasions
drervg pwelieny Sonsumplion 1o a recond first quarter volume,
10% year-on-yeas growth was achigvad as the nation’s pro-gold
cultung and nsing intomas continued 19 Suppor consumplion,
Following its regular seasonal pattenn for O1, dermmand tailed

off quite suddenly ance the festive cocasions were over, with
the concurant rising golkd prce also acting as a brake on demand.

New year seasonal affects were also present in a number
of markets in the South Enst Asian region, notably
Indonesia and Vietnam where demand increased by 9%
and 3% respectively. Lower prices helped to magnify the
usual Mew Year-ralated upswell in these more prce-sensitiva
countrias, Thailand was the éxcaption with a year-on-year
dechne of 17%, althowgh absolute volumes were small,
Howenar, the first guarter of last year was exceptionally strang
in Thailand, which suggests a longer-term comparisen is mose
maaningtul. At 2.5t, O demand was comiortably above the
G-year quarterly average of 140

Gald Demand Trends | First quarter 3004

The most notable decline at the country level was in India,
with a 9% drop in jewellery demand to 14568, Tha longer-
term piciure is more robust, with 01 demand on a par with the
B-year average (Chart 4). In addition 1o the ongoing restrictions
1o gold imports, India’s consumers faced further obstacles as a
result of the country's governmental elections. These creatad
an atrmosphere of unceranty, particularly with respect to the
impaort curbs and whethar these may be lifted for the second
half of the year, whach laft mary consumers reluctant o buy
untd a clear post-alection picture emarges. Furtharmare,
restrictions were smposed on the free movement of cash and
other assets, such as gold, for the duration of the election
While these were intended to prevent electenal corruption, they
alzo had the effect of dampening down ganuine cash purchases
of gold. This had a nagate impact on demand in the closing
waeks of the quarter, which continued inte Q2.

Pramiums in India, which hit a record high late in Decamber
al aver USS150/o0z, steaddy declingd thioughout the quartes
as demand entered its usual lull ahead of the key Akshaya
Tritiva festrval in May. In Janwary, icences wens granted 1o five
additional banks to import gold, which may have gona some
w10 alleniating thi pressung on the market and contributed
to the dampening of local price premiums. Howewer, wa view
this maasure as beang largely cosmeetes rither than of material
significance. As a result of thesa factors, the flow of gold
uralficially enering the country los1 Sorme momentum after
the sharp influx s5aan in the second half of 2073, although
rivirtheless remaingd a notable source of Supply,

W continua 1o view India a5 a source of strong latent demand,
wihich will be unleashed as and whean the government
restrictions on gald are eased. Indicatres of this is the strangth
of dermand in the UAE, which can be taken as a prosy for Indian
demand givan the prevalenca of non-resident Indians among the
gold-buying populace.

Demand of 221t from the UAE was the highest quarterly
total since the record of 03 2008, Givan that this markat is
ot constraingd by thie same supply controls that ane currently
in place in India, the demand response in the first guarter can
be considered 1o be represenmative of how domestic Indian
consumars may have responded to lower gold pricas.



Jewellery demand strengthened across the Middle Eastern
reglon as a whole. Egypt saw growth of 6%, predominanthy

in the high-carat investmeant-proxy segment. Nevertheless,
demand here continues to suffer as a result of the engeing
political tansions, ramaining well below pre-Arab spring levels.

Jewellery demand in Turkey usually echoes the pattern of
demand in the Middle East, but decoupled from the region
in Q1 as it declined 12%. Comparad with the S-year quarterly
average of 1741, demand was down 179%. Currency dapreciation
resulted in a sharp rise in bocal gold prices during the quarter,
which deterred jewellery buyers, However, the fall in demand
was not purely price-diven, Domestic elections, following a wave
of political controversy = with the incumbent government facing
accusations of corruption - exaggerated the political tension

that has baset the market over the last year with detrimental
consaquences for jewellery demand.

Turning to the industrialised west, consumers in the US
and the UK responded positively to lower gold prices
and continued economic recovery. US jewellery demand
added to the building blocks of growth that were put in place
last year, rising by 5% in spite of severe weather conditicns

affecting dermand in January. However, a strong February
and March mcre than made up for the early weakness as
consumers shifted from plated jewellery towards higher carat
iterms, encouraged by retailers dedicating more shelf space to
gold jeweallery. The year-on-year increase also reflacted stock
replenishment after stronger than expected Christmas-related
demand in the fourth quarter of 2013.

In the UK, consumers reacted convincingly to the lower gold
prica, which was furthar amplified by the strengthening pound.
Signs of economic recovery and the fact that higher-priced
inventory has now waorked its way through the pipeline suggest
miere positive prospects for UK gold jewellery consurmers,

In Russia, continued economic slowdown, combined

with further depreciation of the rouble and an outbreak

of geopolitical tensions, led to a nominal reduction in
jewallery damand. The 2% year-on-year decline in Russian
jewellery demand ended twelve quarters of expansion in this
market 85 consumers were mare focused on accumulating
savings to combat the environment of uncertainty and instability.

Chart 4: Q1'14 jewellery demand vs 5-year quarterly average by country
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* Jewellery demand in most markets was abowve, or in line with, its S-year quarterly average, with China showing the

* The US was a clear exception, although demand continues 12 improve in line with the health of the economy.

Source: GFME, Thomsan Reuters, World Gold Councl
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Investment

Aftar a year in which gold lowing from western ETFs satisfied
unbridied demand from eastern mwestors, the stan of 2014
saw @ re-balancing of the scales in the imnvestmant market. First
guarter investrment demand of 282 31 (the sum of bar, coin
and ETF demand) was little changed from the same penod

of last year (-2%). As outlined in the Executive Swummary,

this stabiity in overall investment masis a dergencs in its
underlying components: bar and coin demand was down 39%
year-oneyear, while outflows from ETFS slowed to a virual
hait compared with outflows of 176.5t in Q1 last year. These
faspactnvg changes mone of less cancelled each ather out and
the nat impact on investment was almost zero.

Total irvestmant damand, mclusive of Ower-the-Counter
(OTCH inviestmant and stock flows, shovwesd & modest 4%
decline compaaed with the first quarter of last wear, 1o 252.6t.
The number denoted as OTC investrmient and seock flows
encompasses a number of elaments, including: gold deposit
accouns; stock changes that have et to be idantified;
transactions in the relativaly opague OTC market; spot and
forward products; as well as ary s1atistical ressdual,

The first quadter saw net reductions in ETF gold haldings of less
than 1t Qutflows slowed sharply during January and reversad

in February 1o generate a positive manthly inflow of around 12t,
the first monthly increase in holdings since December 2012,
This was largely due 1o a fse in geogolitical tensions with the
unfalding crisis in the Lkraine raising gold’s profile as a risk
diversifier. March saw similar inflows, although towards the end
of tha manth attention tumead back 10 the LIS econamic recovery
amd on the possible timing of interest rate rises.

Codd Demand Trends | Fiost quarter 2004

The World Gold Council monitars its own data on gold-backed
ETFs, covenng a slightly different universe of products from that
which GFMS, Thomson Rauters considar in thesr quarterly data
sat, which provides further insight into the activity seen during
1. This data showes that assets under managemsant [ALUM)

in gold-backed ETFs increasaed by US%4.6bn, surpassing the
LSE700n mark, In tonnage terms, SPORE Gold Shares (GLD)
addad 15t during 01 and iShares Gold Trust (LALU) contributad
#n additional 3t, Conversely, Swiss ETFs expasenced further
outflows, led by ZKB Gold whach shed 13t during the pariod.

Caution permaated the market for smal bars and coins dunng
01, particularly in the morg pace -Sensitve Markets, 8% imMastons
awaited a clear signal as 1o the futura drection of the gold

price followang this huge levels of imestmant in 2013, Investors
in soma markets had been expecting a furthar price dip to
provide & good buying oppartunity in Q1. The mprovemant in
the USE prica throughout the quarter instead promgtad many
PAFECIPANTS 1O FeMmain on the sidalings - o, in s0me cases,

to take profits on thes holdings - and as a result bar and coin
demand was 39% down year-on-year.

Hiwiewisd, it i3 iIMpOIEAnt t mote that the Base penod fof vaar
On-year COMpansons was very strong. 01 2013, a record first
quarter for bar and con demand, marked the beginning of lagt
yoar's extrems reaction to the comection in tha gold prica.
Considering 01 2014 in relation 1o its five-yaar sverage shows a
mong moderate dachne of 18%. In contrast, demand in 01 20013
was almost 60% above its 5-yaar quariery average, highlghting
the anomalous nature of demand at that time.



As mentioned previously, the reaction amang retail investors
Was stronger in the more price sensitive markets, a fact that

is borne out by the data: China, Indis, Thailand and Turkey
genarated a combingd 176t decling in bar and coin demand,
Similarly, these four markets expenenced the largest growth in
(1 last year as the price started to decline.

In China, bar and coin investment of 60t was more or less
in line with its five-year quarterly average of 62.8t. Over the
course of the first quarter, investment demand in China followad
a similar seasonal pattern to that of jewellery: holding up well in
the approach to Chingse Mew Year before dropping away fairly
sharply. In contrast with jewellery demand, however, the year-
on-year decline in the sector was significantly affected by the
magnitude of retail investment in 1 2013,

The pattern of demand was reflected in the Shanghai premium,
which traded within its historical B-year band during January
and February before moving to a discount in March as demand
subsided. While discounts are not unusual, this was in stark
contrast to Q1 2013, when the jump in demand pushed the
premium sharply above its histoncal ranges (Chart 5).

The dominance of Chinese communities in the market for
gold bars and coins in Thailand also contributed to the
sharp year-on-year decline in that market; trade among this
centingant was largely absent for much of the quarter. Despite
the weak comparison with the recard 01 2013, demand of 22t
wias just above the five-year guarterly average of 20.01.

Vietnam’s gold market remains under tight supervision by
the State Bank, which tempaorarily halted the auctions that
had bean a regular feature of 2013; conseguently, premiums
for official teel bars remain high. Demand for gold chi rings (plain
nngs, used as an investmant proxy rather than adornment)
benafited due 1o thar widar availability and significantly lowar
prEMIUMSs.

Chart 5: Gold price premium on the Shanghai Gold Exchange over 01
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Japan saw a fourth consecutive quarter of positive net
invastmeant. Volumes were low on both sides of the market
bafore a surge in buying towands the end of the quarter as
irmaastors rushed to beat the VAT mcrease, which ook effect
an 1 Agpril,

Indian bar and coin investmeant was very restrained in the
first quarter, well below both year-earlier levels and the
five-year quarterly average as the government's import
limits eontinued to suppress demand. Restnctions ralated
t0 the alactions (discussed in Jawelery] further added 1o the
difficult ervironment for irvesiment. The drop in demand
contributed 10 the decling in pramiums and @ slowdawn in
supply of both recycled and unofficied gold.

Invastment demand in Turkey, one of the key price
sensitive markets mentioned above, suffered the
combined effects of political instability and eurrency
depreciation. Waakness in tha lira pushad up local prices,
which drew out 8 wave of profit-taking and saw invesions
prefening to imeest n dollar- and eura-denominated assets.
Reports confirm that invastors remain engaged in the markat

Gold Demand Trends | [

and kesn to re-anter at the right level. This appears to be bome
oul in the case of Garmarny, where the Turkish community was
prominant in driving damand given that they did not exparience
the same cumency-related price rise as domestic Turks. The
likelihood is for demand 1o increasa in the second quarter in
preparation for the summer wedding season,

Demand for gold investment products in the US was
relatively muted in the first quarter, 30% below 2013%
alevated levels. Althaugh seles of Eagle coins by the US mint
indicate a dramatic drap in demand comparned with the year-
earliar pariod, this does not take in1o account imported bullion
coing such as Canadian Maple Leats, or the extent of demand in
the secondary market, which was reasonably buoyant.

Bar and eoin investment across Eurepe remained within
its broad post-financial crisis range, although very much
ot the lawer and. Lacking fresh impetus 10 buy, and being
somewhat satioted after the 2013 surge, immsiors across the
region were langely contant ta await further cues.



Central banks

Met purchases by central banks reached 122.4tin Q1 2014,
comfortably within the range of buying that has been in
place for the last three yaars. The biggest surprise of the
quarter was the announcement in March from the Central

Bank of Iraq that it had recently increased reserves by 361,

This follows comments in January by Muneer Omran, general
manager of investments, that "lrag has no plans to sall gold
from its reserves”; although it was reported in April that it would
mint 11t for sale domestically,

The annauncement of a substantial increase in lragi reservas,
along with continued buying from countries such as Russia
(6th and Kazakhstan (5t] in the first guarter, demonstrates the
continued desire amang cantral banks te accumulate gold for
diversification purposes. Gold haldings in the auro area also
increased by 7.7t in Q1 2014, as Latvia joined the currency
unign at the start of the year (1.1t of which was transferred to
the ECE).

Germany remains the only active signatory of the Central
Bank Gold Agreement (CBGA), owing to its coin-minting
programme. During the first quarter it reduced its holdings by
less tham a tanne for this purposea

Chart 6: European gold sales within the central bank gold agreements
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s Signatories to the Central Bank Gold Agreement again showed no appetite to sell.

+ Total sales during the current agreement amount to just over 200 tannas, anly 10% of the maximum allowable sales during

the S-yaar panod,

MNote: Data 1o end-harch 2014

Source: European Central Bank, IMF International Financial Statistics, World Gobd Council



Technology

Demand for gold from the Technology sector sippad 4%
yaar-on-year as cost pressures fuelled continued substitution
to cheaper alternatives. Paralied declines ware seen in all three
sagments of the secton.

A mederate 4% decline in electronics demand was solely
due to substitution lesses in the area of bonding wire,
Gold's share of the gold bonding ware markat (the prmary use
tor gold in electronics) was further eroded, despite an apparent
Irmprovement in consumes sentimeant sumulating demand for
electronics, According to data from the Semiconductor Industry
Association (31A) global sales of samiconductars in Q1 were
USE78.5bn = a record for first quarter sales. Howevar, tha
growing use of copper and, more recently, siver and alurminiem,
in the production of banding wing contributed to gold™s dicling.

Demand for gold used in other industrinl and decorative
applications mirrored the 4% decline in electronics. The
fact that this segment is domenatied by India |specihicaly in
demand for jari— & golden thread used in clothing) makes

thin pear-on-yiar decling rather ensunprising given th impor
restrictions thare. Furthermara, the and of the financial year
in harch saw fabricators Imiting irventory 818 tme when
consumer interasted was dampenad by rising prices.

A 4% decline in dental usage of gold completed the
trifecta. Tha Sector witnissed an extension of the long-

term trend of substitution to cheaper alternatives, as well as
continued preference for ceramics for their cosmtic appeal,
Geographically, declines were almost univarsal, but considerable
losses n the US, Japan and Euwrope generated much of the
waaknass.

Codd Demand Trends | Fiost quarter 2004

Supply

The supply of gold in the first quarter increased marginally
[+1%) compared with the same peried of 2013, An addnonal
55.71 from mine supply was oftset by a 48.61 reduction in
recycled gald.

Growth in gold mine production [+6% year-an-year)

was due to new operations either ramping-up or coming
on-stream. 01 S5 8 continwation of the trend established last
yaar among mining comganies, of taking steps 1o contain costs
and increase operationsl efficlencies, which should feed through
to continued growth in mine production m coming quarters

At the cowntry lavel, Canada was agan foremaost in contributing
additional supply, with contimsed growih at the new Detour
Lake, Canadian Malartsc and Young-Davidson mines. In the
Dominican Republic, production continued 1o ramp wp 81 the
Pueblo Vieja mine, which came on-stream in late 2012,

Dreclines in production ware ralatively Emited in scale. Having
commaenced gold production in 2011, Eritrea’s Bigha ming
has depleted the high-grade gold-enriched owide cap and
began last yaas 1o Transiton 1o low-cost, high-grade copper
production, targeting areas of the depasit which are not rich
in gold depasita.



The first quarter saw positive net hedging on a very small
g¢ale, The 6t of net hedging seen in Q1 compares with
10.6t of net de-hedging in the same period last year, Fartly
this is indicative of the scale of de-hedging since 2001. The 48t
of annual de-hedging activity in 2013 reduced the size of the
outstanding hedge book 1o around 75t. At such low levels, it will
be unsurprising to see further quarters of positive supply going
forward, as small-scale hadging may outweigh deliveries into
axisting positions.

Wi have discussed in previous editions of Gold Demand Trends
the likelihood that producer hedging will fluctuate within a fairly
narrow range ardund zera, making only marginal positive or
negative contributions 1o total gold supply. We still expect this 1o
be the case as some producers implement small, largely project
financing-related positions while others continue to reduce their
autstanding positions. We do not foresee a return to significant
net producer hadging over the coming year, particularly in light
of continued investor opposition to the practice.

The amount of recycled gold supplied to the market fell by
13% in the first quarter to 322t (Chart 7). This is 20% below
the 5-vear quarterly average of almost 4001 and very much

at the lower end of the broad 300-460t range that has largely

Chart 7: Recycled gold supply in tonnes

Tannes
500

Much of the decline was due 1o less recycling activity in
industrialised countries, where improving economic conditions
reduced the need for distress selling, Lower gold prices

also contributed to the decline, making it less attractive for
consumars to sell existing gold pieces. The supply of recycled
gold from these markets has stabilised over recent quarters.
This suggests a new floor may have been reached, in the
absence of any events that may cue a fresh surge in

distrass selling.

Recycled gold supplied by the developing world was marginally
Iovwer year-on-year, The relatively lower gold price was the key
factor motivating consurmers, who preferred to wait for the
opportunity 1o sell at a higher price. The supply of recycled
gold from Indian consumers was virtually unchanged year-on-
year. Although average domestic prices were lower than they
had bean a vear aarlier, high local premiums in Q1 indicated

a continued lack of supply, which recycled gold would have
helped to mitigate.

The supply of recyelad gold from Japan also declined sharply

as consumers held off from selling thair existing holdings
pending the VAT increase. These consumers receive VAT on
top of the price that they receive for recycled gold, so we would
anticipate sorne of this pent up supply 10 be released in the
second quartar.
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* The supply of recycled gold continued to trend down from the post-financial crisis peaks.
* Industrialisad countries in particular are seaing lower levels of recycling as econamic conditions imprawe,

Source: GFMS, Thomseon Reuters, The London Gold Market Fiking Lid, World Gold Couwncil
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Methodology commentary: Data sourcing
for Gold Demand Trends

Gold Demarnd Trends aims to provide a holistic view of the
global gold market, Due 10 1he breadth and complexity of this
market, we balieva that a hybrid data scurcing modal bast
SUDPOts 8 comprehensive and robust analysis. In addition 1o
the core gold damand and supply data sourced from GFMS,
Thomson Reutess, we use & lasge number of supplementary
data sources to inform our view of the gold market and provide
additional insights.

Qur peirmary dota provider, GFMS, Thomson Reuters, underiakes
extensive field research and trisngulates its insights with a
comprehensive range of publicly available data to develop

& robust set of gold demand and supply estimates. We
Supplimant its data with sther guantitative data, which can

be broken down into four categaones:

* Demand: Ve use data from Mints (eg US Mant, Royal Mint,
Parth Mint) 1o enhance our insight into coin demand and
data from the Commodites Futures Trading Commission 10
undarstand futures and options markets. We usa data from
the Intemational Monetary Fund (IMF) 10 provide further
granularity to cantral bank demand, which s provided at an
aggregate leval by GFMS, Thomson Reuters. At a country
laval, we monstor figures released by officaal institutions and
trade bodies which can give an msight inte local gold demand.
For exampla, we examine the Shanghai Gold Exchange
witharzwal figures, China Gold Association demand figures
and the Birmingham Assay Office data for insights into tha
UK jgweliary market.

Trade flows: As illustratid last yiar when gold flowed out
of western ETFs, through refineries in Switzerland and o
consumiers m the East, official trade dats can provide insights
into globad gold flows. Global Trade International Services
provici SCcess 10 @ wide range of countries” trade data and
wa also maoniter individual countries” trede data, particularly
from the Hong Kong Census and Statistics Degartment.
Howvevear, looking purely at trade data can be mishkeading. It
can include scrap, dord and concantrates, which would be
capiured in supphy rather than demand. Muances such as
‘round-tripping’ can atfect the data too. So, while rade data
plays a vaduad robe in informing a wview on global gold flows, it
i an imperfect measure of gold demand.

Consumer habits: Market research provides us

with additional ingights into consumer behawsour and
offers a complamentary parspective on gold demand,

Gald Demand Trepsds | it qaart L4

Far example, we commissioned a sable consumer research
progact in 2013 10 shed light on how consurmers in China and
India responded 1o changing market conditions, to understand
their redationship with gold, and to provide a chsar sense of
horw their appetite for gold may evolve in the future.

* Macroeconomic data: This covers a broad range of
informatson, including prices and premiums in differant
markets, exchange rates, econcmat indicalors, customs
dutsas and taxes, and political & stability risks. We hawe an
“opan sourca” modal for this type of data, with providars
including Bloombearg, Thomson Reuters Eikon, Datastream,
INAF and the Wiarld Bank.

In addition 10 quantitative data, regular conversatons with

our netwark provide detailed inssghts into local market
developments, highlighting issues affecting demand and supply
dynamics and any emenging trends. This ks particularly strong

in China, India and the US. The World Gold Council's thematic
research provides additional insight into particular markets or
aspects of markets = for exarmple, we collaborated with Hong
Kong-based consultancy Precious Matals Insights on the recant
riepart China's gold mavket; progress and prospects.

Looking ahead

‘We continually assess the data we sownce, and how we use it,
in thia context of evolving market conditions,

In 2011 we wpdated our definitions of imvastment demand,
reflecting greater visidny in cenain aspects of the data. When
cantral banks twrnad from net sellers to net buyers on an
annual basis in 2010 it represented a reversal of a long-s1anding
trend. Whan it was clear this was a nen trend, rather than a
shori-term blip, Gald Demand Trends reflected the change by
prasanting cantral banks as a source of demand rather than
supply. And before that, in 2003, we started using GFMS data
rathar than our oyen proprietary data. This allowed us to expand
our coverage, avoid conflict of nteresis and minemise data
inCconsEstencias.

The gold market continues to change: 2013 was exceptional, nol
last for tha fiow of gold from wastern ETFS into the hands of
conswmers in the East. Given this evolving and dynamic market,
wilt continuoushy a55e5s how data any Sourced, interprated and
presanted to ansure thair relevance, and maintain our abity to
provide inssghts on the gold market.



Table 2: Gold demand (tonnes)
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Table 4: Total imeestment demand [tonnes except whers specified)
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Table 6: Gold supply and demand World Gold Council presentation

4-quartar
Q413 | Q14" | % ehg % chyg®

Supply | |
Mine production | 2,860.9 30221 | TO6.7 7439 7438| 681.3 7297 TOE3 31-1.3| 720.5 El &
MNet producer hadgeng -38.7 -43.1 -8.0 1.3 -3.7 106 151 -5.4 -16.5 | 6.0 | -1

Total mine supply | 28212 28M1 | G988 7452 T21| 6708 7146 7S04 798 3| T26.5 Bl 7
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Table 7: Indian supply estimates
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Table 9: Consumer demand in selected countries: 0114 (tonnes)

aria a4 01'14* va 01713, % change

Total bar Total bar Total bar
and coin and coin and coin
Jewallary invest Total |  Jewellery inwast Total | Jewellary invest
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5
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1
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06 472 112.8 10 8 2
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Sourca: GFMS, Thomson Raulars, Wearkd Gold Counc



Table 10: Consumer demand in selected countries: 01 2014 (value, USSmn)
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Table 11: Consumer demand in selected countries: four-quarter totals (tonnes)
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Table 12: Consumaer demand in selected countries: four-quarter totals (value, USSmn)
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Historical data for gold demand

Table 13: Historical data for gold demand®

Tannes | U55hn
Total bar Total bar
ETFs and and coin | ETFs and Tech- Cantral

Jawallary i 8t shmilar { invast gimilar nology banks Total
2004 2,619 I 123 418 478 3052 344 4.8 1.7 55| 6.3 40,2
2008 2,7 412 208 440 663 ane 8.9 59| 35'| J33| 0.5 446
2006 2,302 4728 260 a7 JE5 3,095 44,7 8.3 B 2.1 71 80,1
2007 2,425 442 253 477 -A8d4 314 | B4 ?! 9 B| 57 10.7 | -10.8 £69.6
2008 2,206 916 a 454 235 3771 G646 25.7 a.0 13.0 6.6 1057
2000 1,817 BZG 523 414 -34 f!,ﬁ-i?; 56 E! ?EE| 19 5| 13{!' =1.0 114.0
2010 2,034 1,229 382 468 77 41932 20,1 48.4 16.0| 18.5 3.0 165.0
2011 2,028 1,569 185 458 457 4,698 | 102 ‘.-l Tg 3| !-'.II1.| 231 | 23.1 2373
2ma2 1,994 1,358 278 416 544 {4,595 1082 72.9 16.0 22.3 29.2 246.5
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anros 351 168 A65 BS -G2 1,01 10.3 4.9 13.6 26| -1.8 8.5
az'08 448 224 &8 103 g 850 | 132 66| 20| 21| 0.3 25.2
03°09 496 218 43 108 10 BTS 16.3 6.7 1.3 3.3 0.2 0
04'09 624 216 47 12 10 EI1IZI; 18 5! ?I3| 'I?l -l-Cll 0.4 322
Q110 531 2556 G 15 5B 9EE 8.9 21 0.2 4.1 21 4.4
Q210 418 316 296 nr 14 1,158 | 113‘-! 12‘-| 1 -1| -15| 0.5 44,8
Q30 817 37 &0 121 23 1,08 20.4 12.5 2.0 4.8 0.9 40,6
Q410 5G7 343 30 "7 17 1,029 | 209| 15,1 | | 3| 5.1 | 08 457
arn GG 409 81 Me 137 1,168 25,2 18.2 2.7 FJ 6.1 52.0
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Qam 468 441 87 nr 141 1,256 258.7 24.2 4.8 6.4 L) BE.B
asan 484 473 104 106 113 'I_'I?:':Ei 26 5! ?D.?| 'ﬁ'."l ﬁ?l 6.1 Bd.2
anrz 516 367 53 108 e 1.151 28.0 19.4 2.4 5.4 6.4 625
Q212 454 305 1] 106 1G4 'I.'\'..'-'_t?i 23 ?i 16 B| EI{Il 54| BH.5 3.4
a3anz 478 312 128 104 nz 1,145 25.4 16.6 f.3 B.b 6.0 eh.8
Q412 545 384 &8 a8 0| 28| s02| 23| 48|  s4| 83 70.1
ars =1a 1} 465 -1F7 104 131 1057 241 244 -8.3 5.4 R ob.5
az'13 694 830 402 104 22| 7| as|  za7| a3 47| 42 50.8
0313 a4l 312 -120 103 10 a3 230 13.3 -1 .4 4.3 5.9
Q413 573 3713 181 38 85 944 | 23 5! 15 3| -Hl -Hll 35 39.0
an'id | &N | 283 |:|_ {35_ 122_ 1_c:'.|_ 23'.'_ i :l: :’_-: 4.1 | E1 447

1 See footnotas to Table 2 for definitions and notes
2 PFrovigional

Source: GFMS, Thomson Reuters, The London Gold Market Fixing Lid, Waorld Gold Council



Appendix

Chart 8: Gold demand in tonnes and the gold price (USS/az)

Chart 2 Gold demand in tonnes and value (USSbn)
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Chart 12: Holdings in Exchange Traded Funds (tonnes) Chart 13: Jewellery demand by country in tonnes

and the gold price (US%/0z) (114 vs Q1'13, % change)
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Chart 14: Jewellery demand in tonnes Chart 15: Jewellery demand by country in USS
(@1714 vs Q4"13) (@114 vs @113, % change)
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Chart 18: Jewellery demand by country in tonnes
{d-quarter rolling total, % changa)

Chart 17: Total investment demand in tonnes
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Chart 18: Total bar and coin demand by category
in tonnes

NENRRNNENNRN
ahhhhbibbih

arm a3n o1z Qanz o1z Q313 (=i L3
Il Poysical bar demand B O#icisl coin B Medabuimitatson coin

Scurce: GFMS, Themson Rewters, Wiorld Gold Council

Gald Demand Trends | First quarter 3004

i ari oz aara2 oA
B investmaeni W OTE Invesimeni and siock fiows

are aitia

Source: GFLWS, Thomson Aoutess, Wiodd Gold Council

Chart 19: Total bar and coin demand in tonnes
Q1714 and Q4"13)
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Chart 20: Total bar and coin demand in tonnes
(Q1"14 and Q1"13)

Chart 21: European total bar and coin demand in tonnes
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Chart 22: Technology damand by category in tonnes Chart 23: Quarterly supply in tonnes
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Chart 24: Q114 average gold price (% change) Chart 25: Central bank contributions to demand in tonnes
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Notes and definitions

Al statistics (except where specified) are in weights of fine gold
Mot applicable or Mot available

Consumer demand
The sum of jewellery and total bar and coin purchases for a
country Le. the amount of gold acquired diractly by individuals.

Dental
The first transformation of raw gold into intermediate or final
products destined for dental applications such as demtal alleys.

ETFs and similar products

Exchange Traded Funds and similar products including: Gold
Buliion Securities (Lendan), Gold Bulion Securities (Austrahal,
SPDR® Gold Shares (formerly streetTRACKS Gold Shares),
MewGold Gold Debentures, iShares Gold Trust, ZKB Gold

ETF, GOLDIST, ETF Securities Physical Gold, ETF Securities
(Takyal, ETF Securities (NYSE), XETRA-GOLD, Julius Baer
Phy=ical Gold, Cemtral Fund of Canada and Central Gold Trust,
Swiss Gold, iShares Gold Bullion Fund (formerly Claymore Gold
Bullion ETF), Sprott Physical Geld Trust, ETF Securities Glitter,
Mitsubishi Physical Gold ETF and iShares Gold CH.

Fabrication
Fabrication is the first transformation of gold bullion into a
semi-finished or finished product.

Jewallery

All newly-made carat jewellery and gold watches, whether
plain godd or combined with other materials. Excluded are:
secand-hand jewellery; other metals plated with gold; coins and
bars used as jewellery; and purchases funded by the trading-in
of existing jewellery.

London PM fix
Unless described atherwise, gold price values are based on the
Lendan PR fix.

Mine production
Fermal and informal output,

Met producer hedging

This measures the impact in the physical market of mining
companies’ gold forward sales, loans and options positions,
Hedging accelerates the sale of gold, a transaction which
raleases gold {from existing stocks) to the markeat. Owvear

time, hedging activity does not generate a net increase in the
supply of gold. De-hadging, the process of closing cut hedged
positions, has the opposite impact and will reduce the amaunt
of gold available to the market in any given quarter.

Central bank net purchases

Gross purchases less gross sales by central banks and other
official institutions, Swaps and the effects of delta hedging
are excluded,

OTC investment and stock flows

Partly a statistical residual, this data is largely reflective of
demand in the opague over-the-counter (QTC) market, with
an additional contribution cccasionally from changes to
fabrication inventones.

Physical bar demand
Global investment in physical gold in bar form,

Recycled gold
Gold sourced from ald fabricated products which has been
recovered and refined back into bars,

Technology

This captures all gold used in the fabrication of electronics,
dental, medical, industrial, decorative and other technolegical
applications, with electranics representing the largest
component of this categary. This includes gold destinad

for plating jewelery.

Tonne
1,000 kg or 32,151 tray oz of fine gold.

Total bar and coin demand

This comprises individuals” purchases of coins and bars,

defined according to the standard adoptad by the European
Unian for imvestmeant gold, but includes demand far caing and
bars in both the western and non-western markets. Medallions
of at least 99% purity, wires and lumps sold in small guantities
are also included, In practice this includes the initial sale of many
coins destined ultimately 1o be considered as numismatic rather
than bullion. It excludes second-hand coins and is measured as
net purchases.

Total investment

Represents the amalgamation of all components of investiment
demand, inclueding all demand for physical bars and coins,
demand for ETFs and similar products, and OTC investrment and
stock flows,

Revisions to data
All data may be subject to revision in the light of new
informatian.

Historical data

Data covering a longer time peniod will be available on
Thomson Reuters and Bloomberg after the initial publication
of this report; alternativaly, contact GEMS, Themson Rauters
{GFMS@thomsonrauters.comy).
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SPDR® GOLD TRUST has filed a registration statement (including a prospectus) with the SEC for the offering to which this
communication relates. Before you invest, you should read the prospectus in that registration statement and other documents the
issuer has filed with the SEC for more complete information about the Trust and this offering. You may get these documents for free
by visiting EDGAR on the SEC Web site at www.sec.gov. Alternatively, the Trust or any Authorized Participant will arrange to send
you the prospectus if you request it by calling toll free at 1-866-320-4053 or contacting State Street Global Markets, LLC, One
Lincoln Street, Attn: SPDR® Gold Shares, 30th Floor, Boston, MA 02111.
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