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Testing times for gold

Gold demand dropped 12% to a six-year
low of 914.9 tonnes in a challenging
guarter. Despite pockets of strength,
demand was down in all sectors.
Supply declined by 5% year-on-year.
Key themes of Q2 2015 (more detail page 2-4)

Consumer demand falls in India and China. These markets accounted

for almost half the fall in global dermand.

Eurozone issues bolster local investment. Investors in Europe focussed
on issues close 10 home as the Greek crisis dominated the headlines.

Facing forward: H2 outlook. Prospects for the remander of the year are
mone encouraging, with consumers responding 1o the recent price drop.

Featured Q2 2015 Chart
Gold demand in the first six months, by category

On a half-yearly basis, the year-on-year decling in global gold demand was
a mane modest 6%.
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Key themes of Q2 2015

Demand disrupted during USE70 range. Volatiity was just 13%, compared wath its

X S-year average of 18%. Such sideways price movamant
dlfﬁﬂu}.t qu arter... meant that consumers in a nurmber of markets were
discouraged from buying gold as they were uncertain
as to whether there would be an opporunity 10 buy at
Jewellery demand came under pressure lower levals,

from negative consumer sentiment, while In volume terms, the jewellery sector faced the biggest

investment was a casualty of directionless decling in demand — Q2 was down 81.1 tonnes (1) year-on-
prices and stock market gains, year, The fall was chiefly due 1o the weakness in the key

markats of India and China, both of which were dictated by
Gold prices were largely directionless between March market-specific issues.

and June. This was both the cause and effect of weak
demand. In US dollar terms, gold wraded within a narow

Table 1: Data highlights for G2 2015 (see full details on pages 18-25)
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S-yaar Yoar-on- Yoar-on-
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Comparing H1 2015 1o H1 2014, Indian jewellery demand
fell just 3%. But the decling was more dramatic when we
look at the secand quarter. The 23% year-on-year fall

in Q2 jewellery demand can largely be traced to the
unseasonal rainfall that damaged crops in Q1 and the
consequent impact on incomeas amaong the all-important
rural population. Additionally, a relative dearth of auspicious
days for mamages inJung and July hit wedding-related
demand in O2. Wedding purchases are usually made

2-3 months in advance of the event, which meant that
this element of demand was unusually slow during the
second quarter. See Jewellery for further detail.

Jewellery demand in China dropped 5%. Continued
economic slowdown and severe fluctuations in the
dormeastic stock market knocked consumer sentiment, The
consumer environment in China has been overshadowed

by the deceleration in domestic GDP growth and the
jewellery market has been a notable casualty of this trend;
the decling in network expansion inte Tier 3 and 4 cities' by
jewellery retal chains bears witness to this.

Stock market turbulence also impeded demand. On the
one hand, rallying equities drew atlention away from
discretionary purchases of items such as gold jewellary
la phenomenon we discussed in Gold Demand Trends,
First quarter 2015) as consumers poured disposable
income inte chasing stocks higher. On the other hand,
the sharp reversal in stock markets in late June damaged
sentiment, wiping out the capital gains made by late
joiners to the rally and leaving consumers less inchined
to spend thair disposable income on jewellery, among
other things.

1 Chinase cies are doaded into Tour [semebmes five) bers depending upon vanous econcmic, poltical and social factors. For mone information,

please see Wold Goid Councll, Ching: progress and prospects, Apid 2004,
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European investors turn to gold at time of crisis

The effect of localised issues driving demand was clearky
apparent in European investment trends, Gold investors

in Europe - in both retal and institutional camps — adopted
a more positive stance towards gold than those in most
other markets (Chart 1).

Demand for bars, coins and ETFs was boosted by the
Greek crisis and the possible threat 1o the stability of the
eurs area. The positive impact on gold investment was
confined to European markets, as they were the most
likely to be directly affected by any contagion,

Cutside of Europe, investors did not seem to view the risks
associated with Greece as systemic, Bar and coin dermand
for the region expanded by 7.3t, compared with average
declines of 1.7t across all other markets,

Patterns of ETF demand in Europe were similarly telling.
After marginal inflows during the first quarter (+0.31) as the
Greek crisis began to re-emerge, investment in European
ETFs increased by 6.6t dunng the second quarter as it built
towards its July crescendo. This outperformed the ETF
universe as a whole, which saw modest outflows of just
under 23tin Q2.

Chart 1: Re-emergence of Greek crisis has seen investors turn to gold

* European investors increased their gold exposure as the situation in Greece deteriorated,
= German gold ETFs had net inflows during both Q1 and Q2, similar 1o when the European

debt ensis started to unfold in 2010-2011.

+ The positive effect on investment demand was localised as investors in other markets

did not sea the cnisis posing a systemic nsk.
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...but a smoother path
lies ahead

Second half evolution and outlook

In the initial weeks of the third quarter, the
gold market has witnessed some significant
developments; notably, a sharp decline in
the gold price and an announcement by the
People’s Bank of China (PBoC) of a 604t
addition to its gold reserves.

The long-awaited announcement by the PBoC that it

had increased its gold raserves was a significant avent

and finally confirmed what many in the market have long
suspected — that it has continued to build its holdings

of gold. The increase brings China’s total reported gold
resene holdings to 1,658t (Chart 2], While some may feel
the increase was lowe-field, the number was in line with our
expectation,’ The PEaC's announcement is, in our view,
supportive for the gold market: it reinforces gold's position
as a key reserve asset in helping central banks to diversify

away from the US dollar. The bank confirmed that they
purchase gold through a variety of channels, and reiterated
its position that China "holds gold through its people” -
tacit encouragement for Chinese consurmaers to build their
ownership.

Gold's price drop, from U5$1.134.14/0z to US$1.086.18/0z,
i% discussed in our recent Marke! commentary. It explains
the mechanics of the fall and provides broader context to
the dynamics within, and key drivers of, the gold market.

After a relatively subdued H1, there are reasons for
cautious optimism for the remainder of the yvear,
Impaortantly, from the parspective of consumers in price-
sensitive markets, falls in the gold price can be a strong
buy signal. Lower prices in markets across Asia and the
Middle East often trigger purchases and interest has
already been reported across a number of these. The
onset of the festival and wedding seasoen in India in Q4
suggests healthy prospects for jewellery demand for the
remainder of the year, with the caveat that this assumes
noarmal monsoon rainfall, And there are tentative signs that
the recent drop in gold prices has lifted appetite for gold in
both China and India, with interest having picked up a little
following the price fall.

Chart 2: Significant increases in China's gold reserves announced early in Q3

* In July, China's central bank announced that it had increased its gold reserves by 804 tonnes since 2008,
* The 57% increase confirms that China views gold as playing a key role in its strategy of diversification

away from the US dollar.

+ But there i1s plenty of scope for further increases: gold still accounts for less than 2% of China's total reserves.
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Market commentary

Jewellery

Weakness across Asia and the Middle East
fed through to a 14% contraction in global
jewellery. Difficulties faced by India's rural

population had a marked impact.
Year-on
“yEEr
changs
Véarkd tatal 5345 513.5 & -1 + -E%
Incha 1526 ET 23 + A%
China 1845 1044 L) L]

Total jewellery demand amounted o 513.58 in the second
quarter, a reduction of 14% compared with Q2 2014,
Declines were widespread across Asian and Middle
Eastarn markets. Positive demand ameng Wastern
consumers provided some respite.

Demand for the year-to-end June reached 1,169t - just
2% below the five-year average for 2010 - 2014 (1,144,810,
On a year-on-yeal basis, H1 demand was down B%.

Extrame weather dented sentiment among rural
Indian consurmers

The 81t decline in overall jewellery demand was chigfly
due to a weak quarter in India, Extreme weather patterns
overshadowed second quarter demand and had a

direct impact on incomes among the all-important rural
population (who account for more than hall of Indan gold
demand). Crops were damaged in Q1 by a combination
of heatwaves in some areas and unseasonal rain and
hailstorms in others. The impact on incomes was echoed
in gther consumer segments that arg heavily dependent
cn rural demand, notably ractors and motorcycles, sales
of which have slumpead in recent months. Coupled wath
riging rural inflation rates and the government’s decision
o trirn the prices at whach it purchases nce and whaat
from farmers, incomes in these areas have been

doubly squeezed.

Demand amang urban consumers proved mone resilient,
This ruralfurban disparity was reflected in sales patterns
across the jewelleny sector. Jeweallery demand at some
high-end, branded chain stores in larger cities saw modest
year-on-year growth, This contrasted with sizable losses
suffered by small, independent jewellers in Tier 2 gities?
and below. We can see evidence of this in company
reports. At the conference call discussing their results for
the Apnl = June quarter, jewellery retailer Titan Comparny
declared that it had been one of the toughest quarters

for the company as sentiment was so weak: jeweallany
sales volurmes dropped 10% year-on-year. Notably, their
Goldplus range — designed for ‘semi-urban and rural” Indian
customers — was one of the poorest performing areas,
with the value of ike-for-like sales down 249 year-on-year.

Indian wedding-related demand was weaker in the second
quarter. The Hindu calendar this year has no auspicious
days for manages between 11 June and 1 Movember,
compared with 2014 whaich saw the auspicious period
run through o early July, Given that wedding purchases
are psually made in advance of the event, this hit second
quarter demand. The wedding $eason resumes in
Movembar, which suggests that the market will e a
pick-up in such purchases towards the end of the current
quarter. It is important o note that while wedding-related
demand may be atfected by such quarterly fluctuations,
1o1al annual purchases should not be affected; the overall
rumber of marmages will not decling, but will simply be
condensed inte a smaller aumber of auspcious days.

The local gold price was a clear mdicator of the weakness
in Indian gold demand in Q2. Prices in India taded at a
discount 1o the international price for much of May and
June, reaching as much as USS10/oz towards the end

of the: quarter as demand failed to soak up sizable gald
imparts. Consequently, the amount of gold being brought
i through unoflicial channals fall by over a thind - a
response to slack demand and discounted local prices
offering less of a reward for the risks associated

with smuggling,

3 Trsn RBI classifies indisn cites in Tedrs S000ndng to population size. Teer 2 cities ane thoss sith a populiton of betvsin 50,000 and 59 583:

At it dend s 00 st gt TIMBADIOTIZ 4 pad
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Imports in April and May overshot demand considerably:
jewellery manufacturers and wholesalers had anticipated
healthier levels of demand. Much of the surplus geld is
currently languishing in bloated inventories, waiting to be
absorbed as demand picks up in H2. An interesting trend
is the rapid growth of doré as a proportion of impaorts; this
elernant of gold imports grew five-fold over the year, from
8.2t in Q2 2014 to 55.81. This may have baen driven by
refiners actively seeking out supplies of doré to make the
miost of the difference between duties on doré and bullion
imports. In any case, the groundswell of these imports
have contributed 1o the inventory overhang in the market.

Looking at Indian jewellery demand on a half-yearly basis,
the netimpact is a modest decline of just over 7t. With
Diwali heralding the onset of the Q4 wedding season

in mid-Movember, the prospects for H2 are supportive

= particularly with the local gold price having dropped
substantially in recent weeks, A risk to this scenariois the
monsoon rainfall, which is projected by the metecrological

department to be below normal for the second
consecutive year. Although research by India Ratings and
Research® suggests that the government has a strategy
to minimise agricullural losses in the case of a deficient
mansoeon, the central bank has identified a shortfall in
MONSeon rains as a key risk o its inflation outlook.*

China cracks: decelerating GDP growth and stock
market fluctuations hurt sentiment

Chinese demand sank 5% to 174.4t in the second quarter,
This equated to a 6% drop in first half demand - 1o 395.61
from 420.6t. As discussed in Key Themes, the domestic
economic backdrop and stock market volatility both
contributed to reduced demand.

Demand for 24 carat ‘pure’ gold was worst affected, while
18 carat jewellery was contrastingly resilient. Mirroring
the pattern seen in India, China's large retail brands were
far better able to withstand the slowdown, which was
concentrated among smaller, secondary retailers,

T

Chart 3: Slowing economic growth has affected Chinese consumer sentiment and gold

= (GOP growth in China has slowed markedly over the last couple of years.
* Consumer sentiment has responded in kind and the impact on gold demand was notable

in the second quarter.
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For much of the quarter, Chinese stock markets continued
to rally = the Shanghai Composite Index surged to 7-year
highs in June, This again drew consumer’s attention away
from gold jewellery. However, when equities took a turn
for the worse and fell sharply in June, the reverse was not
the case. In fact, the negative effect on jewellery demand
was compounded by the detrimental impact on sentiment
among consumers (Chart 3).

The Chinese j@wellery industry faced a challenging

time as manufacturers and retailers chased a smaller

pool of consumers, leading to excess capacity. Such
increased competition has forced a number of small
workshops 1o close and many wholesalers are facing
debt problems, with banks tightening up their lines of
cradit to the jewellery industry. This partly helps o explain
the increased market share of 18 carat jewellery as
manufacturers reallocated resources towards promoting
this higher-margin product.

Mixed results across Asia broadly cancelled out
Among the smaller Asian markets, demand was mixed:
weakness in Thailand was a reaction to continued
economic contraction following last year's military coup,
which has eroded consumer confidence, Malaysias
introduction of a 6% Geoods and Services Tax in April
caused demand to drop 1o its lowest quarterly total since
2011, In contrast, demand in Japan edged higher, aided
at the margin by higher numbers of Chinese tourists,
Demand grew 0.21, reversing the year-earher decline which
was triggered by an increage in Value Added Tax (VAT),

Oold Demand Trends | Second quarter 2015

Vietnam outperformed the rest of the region with a 22%
yaar-on-year jump. Lower prices triggered buying interest.
Improved GDP growth - a boon 10 consumer sentiment

- offered further support. First half demand across these
markets was broadly neutral, with the exception of strong
[20%) growth in Vietnam and an opposite 18% contraction
in Singapore.

Turkish consumers priced out by near-record lira gold
In Turkey, currency depraciation pushed local prices out

of reach of many consumers. The local price reached

its highest levels for almost four years as the surprise
alection result sent the lira plummeting. Recycling volumes
narmalised, however, following the spike seen in the
previous quarter.

Megative forces dominate Middle Eastern demand
Turning the spotlight to the Middle East, the second
quarter was a period of widespread weakness, Consumers
in Iran battled a raft of negative forces, including: an
increase in VAT, lower ol prices, currency weakness and
international economic sanctions. With regards to the
latter, the lifting of sanctions sparked an improvement in
dermand in recent weeks, which was evident in premiums
rising close to USS22/oz, although the higher VAT burden
and weak oil prices remain headwinds.

Jewellery demand in the UAE slid 229%., with losses
attributed 1o lower spending by European wurists (on

the back of the weaker euro) and regional geo-political
tensions. The timing of Ramadan - encroaching further into
Q2 compared with last year — was a further obstacle,

]



US jewellery demand remains on gentle

upward course

The atmoesphere in Western gold jewellery markets was
more positive. The US remains a slow and steady engine
for jewellery demand, posting another small (29%) year-on-
year increase in demand, Consurners were encouraged
by lower prices, as verified by an 11% year-on-year rise in
gold jewellery imports for April and May.® The rolling four-
quarter total of US jewellery demand reached 117.6t ~its
highest level since O3 2011 - as the market extended its
recent cautious uptrend.

The slightly erratic nature of US economic recovery has
proved a headwind to more convinging grawth, but we
expect the recovery in demand to gain momentum as yet
lower prices feed through to consumaers. This is backed
up by comments from the National Retail Federation’s
chief economist, Jack Kleinhenz, who said that “While
consumer spending continues to be erratic and vaned,
going forward | expect to see iImprovements in retail
sales, supported masthy by the US's healthy labor market,
improving housing markets and easier access 1o
consumer credit.”

harginal improvemnent in European regional demand was
driven by modest gains in the UK, Spain and Germany
outweighing miner declines in France and Italy. Whila
ltaly’s export sector benefitted again from the upturn in the
US, domestic demand continues to stagnate — hit by the
weaker euro. UK jewellery demand continued to build on
the solid hase established in 2012, Total first half demand
of 8.2t was the highest since 2010 and the recent gold
price declines point towards further improvement over the
remainder of the year.

6 Latest expost data avadsble at time of writing. Source: GTI5 and GFMS, Thomson Rewters.
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Investment

Bar and coin demand sinks in lacklustre
investment environment; ETF outflows slow
to a trickle.

Total bar and coin

Year-to

Waorld total 2378 2014 * -15% W+ 13%
Incha 532 8.5 +-30% + -19%
China 39.5 420 T 6% + 5%

Gold faced a challenging investment envirgnment in Q2.
Total demand in the sector contracted by 11% year-on-
year = from 122.91 1o 178.51. Global investment in gold in
general was impaired by three key factors:

+ Directionless gold prices
= Inflows into risk” assets - equities in particular

* US interast rate expectations, with expectations geared
towards a September rise.

Losses were concentrated in the bar and ¢oin segment;
demand for these products fell by 15% year-on-year.
Contrastingly, cutflows from gold-backed ETFs were
srmaller in size thanin Q2 2014 - at less than 231, these
had a very limited impact on the market in the second
quarter. Looking at first half data, ETFs net flows were
zero (compared with outflows of 51.6tin H1 2004 and a
whopping 6121t in H1 2013), whila bar and coin demand
was down by 13% to 453.5t from $19.31.

The apening weeks of the third guarter have seen dramatic
moves in the gold price, all the more so for the fact that
the price was range bound duning 02, We have published
notes which comment in detail on this fall (see Aarker
commentany and Invesirment commentary) and explain
wihy the above factors do not necessarly reflect the overall
investment case for gold, or threaten the prospects for
lang-term gold nvestment. ETF outflows have increased
since the end of June, but the pace of these flows remains
below the levels seen in the previous two years,

‘Grexit’ worries stoke European investmeant

Concern over Greece's debt crisis and possible exit from
the euro area was contained within European markets,
with little or no spillover to markets cutside of the region.”
Demand growth was concentrated among the German-
speaking markets, with much of the increase coming

in June as investors responded rapidly to Greece's
referendum announcerment. Investors focused primarily
on coins, as well as on bars of small denominations {10z,
and 50g-2500), indicating that demand in this segment
was driven by small retail investors, rather than those in
the High Met Weorth category. France was an outlier within
the region; investment demand wmed marginally negative
in 02. The decling was partially a response to tighter
legislation after the government lowered the threshold for
anonymeous cash payments.

US investment stages late rally

Bar and coin dermand amang US investors had a weak start
to the quarter. Demand was decidedly muted as subdued
prices failed to ignite interest in gold, This was followed by
a huge burst of activity in June, when bullion coin sales by
the US Mint hit a 17-month high. July has seen a further
extension of this trend, with demand for gold Eagle coins
reaching a 2-year high of 170,0000z as the price dropped.

Looking the historical trends in US bar and coin demand,
the rolling four-quarter total of demand reached 49t in

the latest quarter. This is a long way from the 119.81 peak
reached in Q2 2008 = during the worst times of the global
financial crisis. Yet it is mora than double the pre-crisis
average of 22 4t, And well in excess of the 37.91 high of
the pre-crisis era. While demand is unlikely to return to the
2008-93 levels, certainly in the absence of any systemic risk
event, it 15 ikely to reman at histoncally elevated levels,
This closely gals with the change in European bar and coin
demand, reinforcing our view that investment in Western
markets has established a support level well above
historical norms.

7 For more detsl, ses World Gobd Council, Imvestment commantary fooking mig H2 2015, July 1015,

Gold Demand Trend=s | Second quarter 2015



Chinese bar and coin demand broadly stable - up 6%
but from a low base

Purchases of gold bars and coins in China were sidelined
for much of the second quarter in favour of investing in the
stock market. The 6% year-on-yaar increase in investment
demand was largely reflective of the low base of demand
in Q2 2014, although price expectations also played their
part — the lack of direction in gold prices meant investors
wiere uncertain as 1o the likely future trend,

Demand for gold bars and coins picked up towards the end
of the quarter, in response to the sharp drop in Chinese
aquities in the latter half of June. This was also mirrored by
a nse indemand for gold accounts,

Investment demand in India down to a 6-year low
Despite reasonable levels of interest around Akshaya Tritiva
in April, investment demand for geld in India contracted
for a third successive quarter, declining by 30% to a fresh
sin-year low of 36.51. Uncertain price expectations were

a factor, as was the stock market, which has continued to
capture the attention of investors with its continued strong
perfarmance. The weaak rural economy playved a further
role, Those rural investors most affected by the Q1 rains
were more inclined to sell gold to supplament declinng
incomes than make fresh purchases.

The lack of demand was such that, unusually, India
exported a small amount of bullion during the quarter,
The local market price discount {discussed in Key tharmes)
provided a profit-making opportumty - and around 10-15t
of bullion was exported to capitalise on that (Chart 4).

Chart 4: Lacklustre demand in Q2 has led to a discount in local Indian prices (22-day moving average)

= Indian gold dernand fell in response to problems besetting the rural economy earlier in the year,

= With no corresponding drop in imports during April and May, an excess supply of gold pushed
prices into a discount.

* Surplus inventories continue to overhang the market, but prospects for the second half are more positive.
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East-Asian investment weakness broadly reflects
price expectations

The smaller East Asian markets cumulatively accounted for
a 6.1t drop in demand for gold bars and coins. Uncertainty
over the future direction of gold prices was a general
therme across the region. The 129% decling in Vietnamese
investrent was also a funclion of very high premiums

an gold tael bars, which hovered around US$100-150f0z
over the international gold price. In comparison, gold chi
nings, with premiums of around US340-50/02 were a more
attractive investment tool. In Japan, activity picked up in
terms of both buying and selling, but the net impact was
broadly neutral with just 0.2t of disinvestment,

Gold Demand Trendz | Sccond quarter 2015

Turkish investors held off, waiting for the opportunity
to buy at lower prices

High local gold prices in Turkey - a consequence of

the sharp depreciation in the lira — were of l-putting 1o
investors, who preferred to wait for the opportunity to
buy gold bars and coins at slightly lower prices, rather
than invest at prices not far from record levels. Some
invastment buying has re-emerged since the end of the
quarter, in response to the fall in the gold price. This has
been reflected in a modest nse in the local premium 1o
around USE3/oz in recent weeaks.



C entl'al hanks and Uther while dernand for the first half of 2015 totalled 2611, Gold

ramains sought-after by those looking to diversily their

institutions reserves away from troublesome currencies (Chart 5).
CIS countries still the most active buyers
Central banks and other institutions still Russia continued 10 lead the way — leeding its voracious

appetite with net purchases of 36.8t during the quarter.
This brought gold reserves 1o a total of 1,2751, and
Since 2011, central banks and other institutions have maintained a 13% share of total reserves.

been unwavering in their accurnulation for gold, Demand

amounted to 1374t in Q2, 15% above the S-year average,

steadfastly committed to gold.

Chart 5: Mid-year report card: reported activity in the first half of 2015
* Russia still top of the leader board: it purchased almost 67t in H1 = significantly higher than Jordan
and Kazahkstan in second and third place respectively.

* Diversification — away from an over-reliance on currencies such as the US dollar - remains the
key factor driving demand for gold from this sector.
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Aside frorm Russia, significant fresh demand came from
Kazakhstan, whose central bank purchased a further 7.3t
betweean April = June, The country has now increased its
gold reserves for 33 consecutive months.

Iran repatriates 13t of historically-purchased gold
The Central Bank of Iran declared that it had taken delivery
of 13t of gold from South Africa, having stored it there
for the past two years, The announcernent was concrete
evidence that Iran has bought gold to bolster its reserves
in recent years, albeit that the seller remains unidentified.
As part of talks towards a nuclear agreement, Iran was
permitted to move the gold from Scuth Africa 10 its own
domestic vault, Little is published about the level of
Iraman gold reserves, but it is clear that Iran sees gold

as a prominent part of its total reserves.

China reports a jump in gold heldings

Without doubt the most sigmificant announcement came
shortly after the end of the guarter. The PRBoC revealed
that it had increased its gold reserves by 57% since its
last announcemeant in 2008, bringing its total to 1,6581,

& World Godd Council, Marke! commenian: 23 July 215
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Following the 604t increase, gold reserves still only
represent 2% of total reserves and, we believe, have
ample room to GQrowy,

Reaction to the announcement was codl amaong Investons
in the West, who voiced disappointment that the figure
was not in line with their higher, and in some cases
unrealistic, expectations. Despite this, the increase in gold
resernves was overwhelmingly supportive for the gold
rmarket; reaffirming that China remains committed to gold
as a reserve asset.?

And the case for an increased allocation to gold in China's
reserves is reinforced in the context of China's macro-
economic fundamentals. China accounts for about 12%
of global GOP and 32% of global foreign reserves, The
purchase of 604t brings China's share of global gold
reserves to about 5%.



Technology

Substitution and thrifting remain the key
challenges for gold demand within the
technology sector.

Gold's use in technological applications saw a marginal
decline in the second quarter, down less than 1% to 85.51.
The recurning theme of substitution away from gold is

still prominent; despite its superior qualities, gold remains
relatively expensiva 1o cost-conscious manufacturers,

Gold in electronics under pressure, down 1%

in second quarter

Gold's use in electronics remains subdued, as nising

unit sales are offset by declining gold volumes due to
substitution and thrifting. Demand of 8.2t in the second
quarter was down 1% year-on-year. Owing to the growing
rend of consumers changing electronic devices (such as
smartphones) more regularly, manufaclurers are beginning
to place less emphasis on materials which provide greater
longevity. This will exacerbate the substitutionfthrifting
that has been seen in electronics, as manufacturers move
from gold to less costly materials, although the effect of
such thnfting should be mitigated by increased sales of
consumear electronics. Global semiconductor sales reached
near-record levels in the second quarter, up 2% year-on-
year to USE84bn. Sales for the first half year were 4% up
on the same period in 2014 as demand for smartphones
etc continues to grow, albeit at a slowing rate.

Gold Demand Trend=s | Second quanier 2005

Gold bonding wire witnessed further losses in Q2 2015
Demand fell 10-15% in South Korea, Taiwan and China,

all key manufaciuring hubs in the electronics sector.

Within the first six months of 2015, copper bonding wire
penetration in nen-memory packages has risen from 70%
1o 75% with most of this taking share away from gold. And
while gold bonding wire is still used in memory packages,
key manufacturers are working on gold reduction projects.

For plating, the second quarter saw lentative signs that
the trend in substitution/thrifting away from gold may ba
reversing. There wara indications that some manufaciurers
might be moving avway from palladium-nickel (Pdii) alloys
back 1o gold. This was mostly seen in higher-end goods,
where concerns over performance and reliabihity

are highast.

Other industrial and decorative applications
relativaly flat, rising less than 1%

Demand for gold in other industrial and decorative
applications remained relatively flat year-on-year.

A reduction in demand from Chinese (slowing economis
growth) and Russian (sanctions and rouble weakness)
consurmers did little to derail growth in costurme jewellary
and gold-plated accessories. Further, preéssure on
manufacturers 1o thrift has lifted owing to a lower current
gold price.

Dental demand continues to erode, down

4% year-on-year

Gold used in dental applications fell 4% to 4.7tin Q2 2015,
its lowwest quarterly level in our records. The long-term
trend of ceramics replacing gold continues unabated, as
consumers still place a greater emphasis on cosmetic as
well ag financial considerations,



Supply

Total supply contracted by 5% year-on-year,
to 1,032.6t in Q2 - despite another quarter
of modest growth in mine production - as
recycling activity diminished again.

Year-to-date, mine production, hedging and recycling have
generated a combined 2,107.1t of supply, 3% less than in
the same pericd of 2014, Lower levels of recycling account
for a good portion of this decling.

Mine production edged higher, pipeline

activity shrinks

Mine production increased by 3% to 786.6t in the second
quarter, Growth was again scattered across the globe

as mines in a number of countnes were able 1o generate
miner increases in outpul.

Indonesia made the largest contribution W the growth
in mine praduction. Mining entered a high-grade area at
Newmont's Batu Hijau mine, accounting for around 5t
of additional output relative to Q2 2014, Grasherg also
generated a modast increase (+2.51).

Increased output at both the Goldstrike and Twin Creeks
minas in Mevada helped towards year-on-year growth
for the US as a whole, although this was largely due to
comparisons with a poor 2014,

In Africa, continued ramping up of the Kibali ming and the
start of Otjikoto ware positive for the Democratic Republic
of Congo (DRC) and Namibia respectively, Production in
Ghana, on the other hand, was lower year-on-year due to a
decling in oulput at Mewmont's Ahafo mine.

B P T T

Chart 6: Gold exploration/development activity continues to decline

* Mine production costs remain high and gold producers have had their marging squeezed.

= This is reflected in levels of exploration and development, which fell to a record
low in the second quarter.
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There are differing forces at play in the mining industry,
which have implications for future production levels.
Mining companies have certainly made great strides

in reducing their costs over the last year or two. And
recent strength in the dollar has bean a tangible banefit

in reducing the burden of dollar-denominated costs; in
particular, lower oil prices are of enormous help, given that
they typically account for around 10% of mining costs.

However, there is only 0 much more scope for producers
to implement cost-cutting measuras, and many remain at
the mercy of foreign exchange fluctuations. Coupled with
the sharp drop in the gold price in July, producer marging
have deteriorated further and we continue 10 expect that
mine production will taper off, levelling out over the

next year,

This view is supported by a three-year decline in levels of
exploration and development activity in the gold mining
industry. The Pipeline Activity Index constructed by SML
hetals & Mining, shows that activity in the gold supply
pipeline peaked in 01 2012 and has been in decline ever
since, falling to a new low below 60 for the first time in
02 this year (Chart 6.

Reeyeling ebbs to 8-year low

Recycling activity subsided following the burst of
activity seen in Q1, which had flushed out much of the
readily available supplies. The result was an 8% drop
in this element of supply, from 2725t to 251.11. For the
January = June period, recyeling declined 6% 1o just
602t - the lowest first half since 2007,

Supply from Wastern markets continued to dwindle - a
trend that shows no sign of stopping, albeit that supply
fram these markets has halved in the last two years and
the pace of decline is likely 1o slow.

Gold Demand Trend=s | Second quarter 2015

Recycling in Turkey was sean to normalise” after the sharp
spike in the first quarter. Despite the surge in local prices,
they fell just short of the level many consumers were
targeting as a sell signal and hence recycling was relatively
wigll contained. The fall in the price since the end of tha
quarter has further dampened the propensity for Turkish
consumers to sell their existing holdings.

Amid a broad contraction in recycling, India was an outlier,
The fragile state of Indian gold demand was reflected in a
7% rise in recycling activity as the rural population looked
to supplement their shrinking incomes - one of the key
reasons for investing in gold among this contingent.

Hedging continues to impact supply only

at the margin

Year-on-year comparisons of producer hedging show
amarked swing. The relatively sizable hedge position
imtiated by Polyus Gold in Q2 2014 contrasts with 5t of
net de-hedging in the most recent quarter. Year-io-date
the companson is starker stll - 3.8t of net hedging in H1
2014 vs 11.71 of net de-hedging in the first half of 2015.

The trivial de-hedging of 02 was due to continued
deliveries into existing positions, although we expect that
miner hadging activity (mostly for the purposes of aiding
cashflow in debt repayment) may outweigh such deliveries
for the year as a whole.

Hedging continues to have only a marginal bearing on the
total supply of gold, Since Q1 2010, the net otal impact
of hedging on ovearall gold supply is -75.31. This compares
with total curnulative gold supply over the same period of
aver 24,0001, Given that shareholders continue 1o express
a preference for mining companies not to engage in
hedging, supply from this category 15 unhkely to increase
in the coming quarters.



Gold demand statistics

Table 2;: Gold demand (tonnes)

Qz1s
Vi

Q214

3 Q215 | % change
Jowallary 18733 1469 6284 G160 8181 55 5037 6568 B34 5135 b o
Technology 3843 65 874 g44 fr i 863 ar7 04 1.8 4585 ¥ =
Ebpcironics 2486 e 6.7 =7 653 688 M5 30 Lat 6z ¥ 1
Orthor industrial 817 490 20,0 19.5 n.s 128 k2.3 k2.8 1n.a 128 =+ 0
Drentatry 30 199 56 5.2 53 49 49 48 a7 47k 4
I b - .2 2022 1610 FLink:] 1509 1825 1609 2755 1788 ¥ -
Tartal Bae B Goen donnnd L7020 10044 3.9 HES a5 2378 3330 6.0 2520 W4 k15
Phyrsical bar darmand 13368 ey W24 o4 ma 1706 1665 18 e 1223 ¥ -
Dbzl own 206.3 2046 432 610 B4.4 a2 361 545 5.3 AT ok M6
el a0 G 0.9 Mo 6.4 180 158 181 04 1.7 48 128 % -1
ETFs and samda products® S0 g4l AT 1856 434 e th ] 405 rd a4 239
Contral banks and othar nst. G255 520.5 189 1800 1188 157.2 178.5 1339 1236 1374 & -3
Gl demand 44386 42200  V036E  LONLE 10870 LOGED 0435 1008 L0840 948 ¥ 2
LBMA Gold Price, USS/oz L4102 12864 13263 12062 12830 L2884 128019 L2004 L85 Lida L

*For 2 kstung of tho Exchunge Traded Fusds 200 sevelae prodest s, ploase 500 tha Notos nd dofkaions.
Seurce: Matals Focus: GFMS. Thamsoa Routers: ICE Bonchinark Admenc1raton; Warld Gold Counsd

Table 3: Gold demand (USSmn)

04

Jewellery TILIRED 1002704 367MAZ  F5IMG  PSEMMT  MEITE  MMATOS PSIELI 236363 106847 ¥+ 20
Technology B0TA  TAN0ES  RTIET 34842 34155 36TEZ 36030 344 20978 33708 4 8
Elpctronics 12702 3036 260 24503 ZT60 2BSLT 28054  2BIB0 285443 26128 % B
Ohar indagirial 37533 203 856.8 8.9 4781 5208 Hes 4874 4874 4E38 7
Dontisiry 10436 1.0 319 2149 4 Fi) .2 1868.0 1958 g 4
Investmant 504804 3D BED 66053 35S 828068  TE22E 65624 107M0E  6BA2E ¥ T
Tonal o o Goun damans FRINT H08933 136840 WDSI  LI0LT 8558 20925 W04 S8ME  TIN0G ¢ 2T
Preysical bar demand B0.607.7 2005488 1.BE0 10.7I54 83675 TOM55 68617 7233 TsME 583TE 4+ a7
Oheasd ogin 12080056 B34 LHTA Z7EL0 0 ETEN ROBTA 14830 M2 1E00D  138RT & .32
Modalafmanaton oo 45335  3.0130 Ba87 7300 6517 MBS B40.9 608 5730 4945 ¥ M
ETFs gnd samilar pagducts® -41,8P84 24890 50830 76100 SHE2 15113 -1,8658 -2BE5R0 2172 e -
Contral banks and otherinst. 2837003 24,0437 595220 6045 45821 BSIT 74000 51735 AB404 BIETA & D
Gold demand 200.388.7 1TLEZGD 450630 414503 453279 410950 430064 405386 424067 F507IS 4 B

*Four & kst of the Exchangs Tradod Funds and simiar peoducts, please sod the Nolos sod definitons
Source: BAatals Fotus, GFMS, Thomaon Routids, ICE Banthmark Admnistratan, Workd Gotd Couned
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Table 4: Gold supply and demand World Gald Council presentation

2013
Supply
Ming production 30891 H1335 2049 8288 8.2 7628 8357 8267 7301 7866 3
Nat producer hadging 36 100.5 3.3 -15.6 13.3 504 -12.2 48.9 6.7 50 -
Toral i Supply 0365 3330 B0 2131 7218 813.2 8238 8757 7234 7816 -4
Recyclod gold 12474 1,168.9 323 287.7 3851 X125 268.0 2532 3n1.4 25811 + .8
Total supply 42839 44029 1N39 11108 L0867 10858 10006 11389 10744 10326 ¢ -5
Demand
Fabricatian = Jewnellory' 2hT2 24853 Gea 634.2 &04.7 B088 8316 8341 BI1.5 18 4 -1
Fabieatsan - T&H’u‘n:lu-h- 354.3 346.5 874 844 g22 B6.3 877 90.4 8ie B5.5 W -1
Sub-totsl abowe fabrication 20815 28318 TTLE 718,86 698.9 B95.2 J283 7245 B893.1 6271 % -0
Total bar and ¢oin demand 11,7020 10044 3209 3485 2815 2378 2230 2620 520 2014 + .15
ETFs and sirmilar products® 3163 ~184.2 =187 -185.5 =136 =374 =405 821 234 =228 -
Contrad banks and ofhor inst.” G255 590.5 138.9 150.0 198 187.2 172.5 1339 123.6 1374 + .13
Gold demand AATEE 42426 11125 1.028.6 10746 1.0823 LOET3 10284 1.092.2 2430 ¥+ -0
SurplusiDeficr® -188.7 160.4 14 81.2 120 33.5 4.3 110.5 -17.8 #87 T 168
Total demand A2 44009 1,113.2 1108 10867 1.085.8 10916 11389 1,074.4 10326 + -5
LEMA Gold Price, USSfoz 1.411.2 1,266.4 1,326.3 1.276.2 1,293.0 1.288.4 1,.281.9 1,200 .4 1.218.5 1,082.4 L)

1 For an guplanation of jowdllary fabncanon, please 300 the Nodes and defindigns.

2 For a hisuing of tho Exchango Tradod Funds and samiar produets, pleaso sod the Notos and dolinibons.
3 Excluding any delta hadging of central bank oplions.

4 For an axplanation of Surplus/Defict, please see the Notes and dalinibons,

Sourcy: Moty Focus; GFMSE, Thomgen Routars; ICE Benchmark Admancgraten; Wedld Gedd Council
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Table 5: Jewellery demand in selected countries (tonnes)

India &0a.2 152.6 183.3 144.7 150.8 ng.o 23
Pakistan 230 73 55 6.0 5.1 6.0 + a7
Groater China B7R.S 195.8 1843 2251 2366 1865 + 7
China 8072 184.86 181.2 205.4 2.2 174.4 + -5
Hong Keng 60.0 12.9 1.2 176 136 105 + a8
Takwan 82 2.3 1.9 2.0 1.8 1.6 4 .33
Japan 6.4 a8 a2 a8 3.3 3.8 + 5
Indongsa 37.0 9.6 8.2 7.2 126 a5 + -1
Malaysa 0.2 1.9 2.8 28 28 1.8 + -5
Singapore 14.5 4.0 36 32 3.5 28 L I |
South Kot 107 26 26 25 aa 24 + 5
Thailand 1.8 2.9 2.7 31 3.3 2.7 & =5
WiBRnam 125 3 i) 3.0 a4 37 + 22
Middle East 2408 65.8 51.3 53.6 62.0 525 20
Saud Arabia &84 8.9 15.0 18.0 17.3 e LA
LAE 6.0 170 0.4 106 16.5 13.3 + 22
Funeret 14.2 37 26 3.9 36 29 + 19
Egypt 45,1 1.4 1.1 98 2.0 20 + .30
iran 383 104 a1 8.5 87 71 +
Othar Middla East 178 4.4 aa a1 7.0 41 + o]
Turkey 881 16.8 169 20.2 04 ne + .30
Russia B7.0 16.9 166 1349 8.4 9.2 & .45
Amaricas 168.5 iR 7 BOA 326 39 ko 1
Uinited States 166 25.0 258 4ad.4 20 8.5 + 2
Canada 14.0 33 26 5.4 27 35 L o 5
Maxics 15.8 3.4 4.2 349 4.0 4.2 T+ 7
Brapd 222 (K] 52 6.3 3.8 L9 + L]
Europe ex CI5 761 .5 128 360 126 14.6 L 1
Franse 14.2 27 21 6.6 27 25 + 3
Gernany 10.0 2.0 1.2 5.0 1.7 2.1 + 7
Iy 18.7 38 24 a4 25 6 + -5
Spain 76 2.0 1.7 23 18 21 Ly [
Lirited ingdanm 257 4.0 49 12.8 4.0 43 + 3
Switzardand - - - - -
Austria - - - -
Orther Europe - - . . . - - "
Total above 25362 535.8 545.3 586.5 5525 AG4 .4 LT
Qrthar and stack changd 226.7 54.8 AB.5 701 50.9 49,1 * -0
World total TAGES 5345 533.7 656.6 6034 5135 L

Sowrcs: Metals Foous: Waoeld Gold Council
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Table 6: Total bar and coin demand in selected countries (tonnes)

India 206.9 52.3 54.0 56.9 40.9 365 + 30
Pakistan 14.7 5.0 3.2 3.6 3.2 35 + 30
Groater China 1761 42,5 329 407 1.8 438 + 3
China 166.4 38.5 0.8 383 58.7 a4 + [
Hong Kong 1.4 0.3 0.3 03 0. 0.3 + 3
Takwan 23 27 1.8 2.1 1.7 1.3 4 .m2
Japan 273 1.1 <10 8.2 3.2 0.2 - -
Indornnsia 285 6.7 75 87 57 45 L
Maliysa 28 2.2 2.2 2.0 25 1.5 & .32
Singapone 75 24 20 1.8 1.8 1.3 ¢ .38
South Kot 6.1 1.6 1.5 1.4 1.6 1.3 & 20
Thaland 96,4 18.0 256 283 19.5 6.4 & C-
Viatram 54.2 12.3 13.2 128 14.4 0.8 a2
Middle East 71.9 17.5 12.7 1.2 19.0 1.0 L
Saud Arabia 156 37 a2 38 L8| 31 L
LAE 8.9 2.7 21 2.0 3.3 2.0 & 35
Funeret 1.0 0.3 0.2 0.2 0.2 0.2 20
Egvpt 6.0 1.6 14 1.3 1.0 09 L T
Iran <l % | 8.5 50 3.0 8.3 4. L T
Othar Middle East 32 0.8 0.7 0.8 1.0 o7 L T
Turkey 486 155 L] 151 52 45 L |
Rirssia 18 2.2 21 1.5 1.2 1.3 a3
Amaricas EE.0 13.0 121 16.4 13.3 125 + 4
Uinited States ary 1.8 0.8 14.2 1.8 124 * 7
Canacda 33 0.8 0.3 1.2 [vir) 0.5 L It
MExice 22 0.4 0.5 or 05 0.4 + 4
Brapl 1.3 0.3 0.3 0.3 [ ] 04 L 34
Europe ex CI5 188.0 38.2 453 622 58.3 46.5 + 19
Framcy 1.0 0.2 0.2 0.6 1.3 0.6 - -
Germany 101.6 19.5 3.9 =1 308 24.1 + 24
inaty - -
Spain 3 5 2 . ;!
United Kingpdam e 1.8 1.5 20 20 1.9 * -]
Switzardand 477 9.8 10.4 15.0 13.8 1.0 G 13
Aupsiig 1.0 1.9 23 38 3.2 25 * 28
Orthar Europe 301 5.2 7.0 2.4 83 7 T 23
Total above 9787 2290 2185 254.4 6.3 196.1 L
Othor and stock changd: 25.6 8.3 45 1.6 58 5.3 .0
Waorld total 10044 2378 2230 2620 rr A 2014 15

Sowrcs: Metats Foous: Waoeld Gald Counsl
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Table 7: Consumer demand in selected countries (tonnes)

India ana 045 2373 201.7 151.7 154.5 + a5
Pakistan 378 12.3 BT 9.6 8.3 4.5 + 23
Groater China 1.051.6 242.3 2272 285.8 2984 230.2 + -5
China a73.6 2240 2120 2437 280.8 216.5 + =3
Hong Keng 61.4 13.2 1.5 17.9 14.0 we ¥ a8
Takwan 15.5 5.0 a7 4.2 38 28 4 .23
Japan 1337 28 32 <34 & a3 + a0
Indonoia BES 16.3 5.7 15.9 183 14.0 + =14
Maliysia 19.0 a1 50 4.8 5.3 3.3 + 20
Singapore 220 6.1 5% 5.1 5.2 4. 33
South Kotoa 16.8 432 41 34 4B 37 ¥ 0n
Thailand 108.1 20.8 28.3 34 228 191 * L
Vi tnam 667 15.3 158 15.8 18.9 M5 ¥ 5
Middle East 326 833 54.0 648 81.0 635 ¥ -m
Saud Arabia B4.0 228 18,2 218 234 0. + =11
LAE BE.0 9.7 124 126 19.8 15.3 + 23
Kierait 15.2 3.9 28 41 18 32 4+ a9
Egypt 81.1 12.0 128 10.9 10.0 g9 % .32
iram 785.4 8.9 14.3 1.5 17.0 nz 4 a0
Othor hddla East 21.0 5.2 3.9 3.9 B0 4.7 + =10
Turkey 167 a2 223 L 156 181 & 0
Russia 4.8 19.0 18.7 153 0.7 10.5 L -5
Amaricas 2235 51.6 49.7 8.5 45,9 526 + 2
Uinited States 184.3 268 363 586 338 379 + 3
Canads 17.7 4.1 33 [ 34 38 ¥ -d
Mexice 18.0 4.3 46 46 45 45 * W
Brapl 235 6.7 55 &7 4.2 6.3 + &
Europe ex CI5 2761 53.7 581 ag.4 718 611 Ly 14
Franes 151 28 22 7.2 34 19 4 .35
Gernmany 1115 21.5 251 365 325 262 + 22
Ity 18.7 38 24 8.4 25 6 + -5
Spain 76 2.0 1.7 23 18 o I [
United Kingdam 333 5.8 5.4 143 59 g1 L 9
Switzadand A77 9.8 10.4 15.0 13.8 1.0 Ly 13
RS iies 1.0 1.9 23 38 3.2 25 L 28
Orthar Europe 30.1 6.2 7.0 3.4 8.3 7.7 + 23
Total above 349 7637 TGI8 8409 7438 660.5 + -14
Qthar and stack changh 2624 B3.8 53.0 TT.7 56.7 54.4 + =15
Waorld total 34873 B32.4 B16.8 8.6 8564 T14.8 + =14

Sowrcns: Metats Foous: Waoeld Gold Council
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Table 8: Quarterly average price

USSor 1,266.4 12884 1.281.9 12004 12185 10924 ¥ o7
Efox 8528 239.7 267.0 280.2 10831 1.078.0 e
[41H] 68 TG54 TGTE 7582 £04.9 Ty 2
CHFkg STH05.9 368315 INGEE.3 71895 37,2925 260817 B 2
¥fg 4,2975 4.228.9 4,282.4 4,407.4 488068 46564 4+ 0
Rsf10g 24,8351 24,7719 24,9708 23,8590.0 24,3779 23328 b 2
RMEfg 508 581 2540 2313 2443 2378 * B
TLig £8.0 B1.5 B9 812 56.5 102.3 + 17

Sowreo: ICE Bonchmark Administrateon; Themson Routors Datastroam; Weodd Gotd Council

Table 9: Indian supply estimates

2014
Supply
Net bulban impons 8915 208.2 2252 2822 2270 2050 %
Serap 825 225 175 228 180 240 4+ 7
Domassie supply frocn other souces’ n.z 23 25 25 25 25 % 7
Totsl supply’ 995.2 2314 2452 307.2 2475 s > 0

1 Domoste supgly fraem local ming producbon, reoovery from imponied coppar concontrates and dhsanvastmaent.
2 This supply can be consumed across the thies secions — jevwelleny, imeestment and technology. Consequently, the 1atal supply igune in the table will
e i 10 jrwallery plus swesiment demand for India.

Sourcy: Mowals Fecus: Wodld Gold Council
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Table 10: Top 40 reported official gold holdings (as at June 2015)

| United States 8.133.5 T 4] At TEQ.0 ad %
2 Gy 34,3810 68 % 22 Bialgium 2274 3%
3 IMAF 2.814.0 . 23 Kagakhstan 2087 2T%
4 Inady 2,451.8 G 24 Philipgines. 1954 2%
5 France 24354 5% 75 Algenis 1736 4%
[ China 1,858.1 2% 26 Thasland 152.4 4%
7 Russia 1.275.0 13% 27 Singapcre 1274 2%
g Switzodtand 1,040.0 75 28 Swadon 126.7 8%
8 Jagaan 7852 2% 28 South Africa 125.2 0%
10 Matherlands. B12.5 57% 30 Maxico 122.2 2%
1 Incha 55T.7 6% k1 Libyya 116.6 5%
12 ECE 5048 6% a2 Grion 126 T4 %
13 Turkey 504.7 6% 33 BIS 108.0 .
14 Tarwan AF36 A% a4 Kedoa 10644 1%
15 Postughl 3825 5% 35 Farmania 1037 10%
18 Vanoeruela 3610 &8% 36 Pecland 1029 A%
17 Saudh Arabia 3229 % a7 Irag 5.9 5%
18 Uratérd Kingehom 0.3 10% ag Austraka 72.9 8%
19 Lebanon 2868 21% 33 Kunwait 8.0 8%
20 Spain 281.6 19% 40 Indonasia 781 3%

For intgrmation on the methodology behind this data, as vwall a5 footnotes for specific countrées, please see cur table of Latest World Official Gold Resarves,
at htpafwangodd. ongigavarnment_alaisigoki_ reserves,
Source: IMF IFS; Werdd Gold Counl
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Table 11: Historical data for gold demand

Tonnes
Total bar and coin ETF= and
Jowallary investment similar® Technology Central banks
2005 A FaR A18.1 KL 4404 G634 392n2
2006 2.300.4 4298 2585 4717 -365.4 3.096.0
2007 2.424.9 4378 2ER8 477 4838 30181
2008 23062 174 324.0 AG4.7 2354 < S i d
2009 18163 8323 644.2 414.4 -33.6 36737
2010 2.051.3 1,200.5 4211 4599 79.2 4,211.9
2 2,080.4 14859 236.4 4270 480.8 47245
2012 21363 1.293.8 306.3 3791 569.3 46848
2013 28732 1.702.0 16,3 3543 6255 44388
2014 24629 10044 <1842 346.5 5305 4,320
0313 B84 3209 -118.7 874 1389 1.056.8
2413 B16.0 2465 -185.5 844 150.0 1.011.5
oa G181 281.5 136 B2 Na4E 1LOBT.S
Q24 534.5 2378 379 B6.3 157.2 1.03E.0
0314 5937 2230 405 ki) 179.5 L0435
LTl G566 2620 B8 i 1339 1.050.8
oS BO3.4 2521 23.4 816 1236 1L.OB4.0
0218 135 2014 229 5.5 1374 8149

*Fof 8 istang of the Exchange Traded Funds and sirmslar products, plessa sea the Nots and dafnitons.
Souwrce: Metals Focus; GFMS, Thomson Reuters: ICE Benchmark Administration; Wodd Gold Council
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WNotes and definitions

All statistics (except where specified) are in weights
of fine gold

Notes

Revisions to data
All data is subject to revision in the light of new
information,

Historical data series

Demand and supply data from Q1 2014 are provided by
Metals Focus. Data between Q1 2010 and Q4 2013 is a
synthesis of Metals Focus and GFMS, Thomson Reuters
data, which was created using relatively simple statistical
techniques. For more information on this process, please
see Creating a consistant data series by Or James Abdey
{wwwgold.org/supply-and-demand/gold-demand-trends)

Definitions

Central banks and other institutions

Met purchases (e, gross purchases less gross sales)
by central banks and other official sector institutions,
including supra national entities such as the IMF, Swaps
and the effects of delta hedging are excluded.

Consumer demand

The sum of jeweallery consumption and rotal bar and coin
invastrment occurring within a country i.e. the amaount (in
fine weight] of gold purchased directly by individuals,

Electronics

This measures fabrication of gold into components used
in the production of electronics, including - but not limited
1o = semiconductors and bonding wire,

Dentistry

The first transformation of raw gold into intermediate or
final preducts destined for dental applications such as
dental alloys.

ETFs and similar products

Exchange Traded Funds and similar products including,
but not limited to: SPOR Gold Shares, iShares Gold Trust,
ZEB Gold ETF, ETFS Physical GoldfJersey, Gold Bullion
Securities Lid, Central Fund of Canada Lid, Xetra-Gold,
Julius Baer Precious hetals Fund = JB Physical Gold
Fund, Source Physical Gold P-ETC, Sprott Physical Gold
Trust. Over time, new products may be included whean
appropriate. Gold holdings are as reported by the ETF/ETC
issuers and where data is unavailable holdings have been
calculated using reported AUM numbers.

Gold emand Trends | Second quarter 2015

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

Gold demand
The: tatal of feweliany fabrication, technology, total bar and
coin demand and demand for ETFs and similar products.

Jewellery

End-user demand for all newwiy-made carat jewellery and
gold watches, whether plain gold or combined with other
materials. Excluded are: second-hand jewellery; other
metals plated with gold; coins and bars used as jewellery;
and purchases funded by the trading-in of existing carat
gold jewellery.

Jewellery fabrication

Figures for jewsllery fabrication = the first transfermation
of gold bullion into sermi-finished or finished jewellery - are
included in Table 4. Differs from jewellery consumplion as
it excludes the impact of importsfexports and stocking/de-
stocking by manufacturers and distributors.

LEMA Gold price PM

Unless otherwise specified, gold price values from

20 March 2015 are based on the LEMA Gaold price PM
administered by ICE Benchmark Administration {IBA),
with prior values being based on the London PM Fix,

London PM Fix

Unless otherwise specified, gold price values prior to

20 tarch 2015 are based on the London PM Fix, with
subsaquent values being basad on the LEBMA Gold price
P adrinistered by ICE Benchmark Administration [IBA).

Medals/imitation coin

Fabrnication of gold coins without a face value, produced
by both private and national mints. India dominates this
category with, on average, around 90% of the total,
‘tedallion’ 1s the name given to unofficial coins in India.
Medals of at least 99% purity, wires and lumps sold in
small quantities are also included.

Mine production

The volume (in fine weight) of gold mined globally.
This includes an estimate for gold produced as a result
of artisanal and small scale mining (ASK), which is
largely informal.
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Met producer hedging

This measures the impact in the physical market of

mining companies’ gold forward sales, loans and aptions
positions. Hedging accelerates the sale of gold, a
transaction which releases gold {from existing stocks) to
the market. Over time, hedging activity does not generate
a net increase in the supply of gold. De-hedging = the
process of closing out hedged positions - has the opposite
impact and will reduce the amount of gold available to the
market in any given quarter,

Official coin demand

Investment by individuals in gold bullion coins. |t equates
to the fabrication by national mints of coing which are,

or have been, legal tender in the country of issue. It is
measured at the country of consumption rather than at the
country of ongin (for example, the Perth Mint in Australia,
sells the majority of the coins it produces through its global
distribution network) and is measured on a net basis, In
practice it includes the initial sale of many caing destined
ultimately to be considered as numismatic rather than
bullion.

Other industrial

Gold used in the production of compounds, such as
Gold Potassium Cyamide, for electro-plating in industrial
applications as weall as in the production of gold-plated
jewellery and other decorative items such as gold thread.
India accounts for the bulk of demand in this category.

Owver-the-countar

Owverthe-counter (OTC) transactions (also referred 1o as
‘off exchange’ trading) take place directly betweaen two
parties, unlike exchange trading which is conducted via
an exchange.

Physical bar demand

Imvestment by individuals in small {1kg and below)

gold bars in a form widely accepted in the countrigs
represented within Gold Demand Trends. This also
includes, where identifiable, gold bought and stored via
online vendors. It is measured as net purchases.

Gold Demand Trend=s | Second quarer 2005

Recycled gold

Gold sourced from fabricated products that have been

sold or made ready for sale, which is refined back into
bullion. This specifically refers to gold sold for cash. it does
not inclede gold traded-in for other gold products {for
example, by consumers at jewellery stores) or process
scrap (working gold that never becomes part of a
fabricated product but instead returns as scrap o a refiner).
The vast majonty — around 30% - of recycled gold is
high-value gold (largely jewellery) and the remainder is
gold recoverad from industrial waste, including laptops,
rmobile phones, circuit boards etc. For more detail on
recycling, refer to The Ups and Downs of Gold Recveling,
Boston Consulting Group and World Gold Council,

March 2015 (wwwgold.orgfsupph-and-demand),

Surplus/deficit

This is the difference between tofal supply and gold
demand. Partly a statistical residual, this number also
captures demand in the OTC market and changes to
inventories on commodity exchanges, with an additional
contribution from changes to fabrication inventories.

Technology

This captures all gold used in the fabrication of electronics,
dental, medical, decorative and other technological
applications, with electronics representing the largast
component of this category. Itincludes gold destined for
plating jewellery.

Tonne (Matric)
1,000 kg or 32,151 troy oz of fine gold.

Total bar and coin investment
The total of physical bar demand, official coin demand and
demand for medals/mitation coin,

Total supply
The total of mine production, net producer hedging and

recyeling.
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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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