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: Gold demand’s best ever
: start to the year

- Gold demand grew 21% to 1,289.8t -

. the strongest Q1 on record. Investment
- drove gains. Jewellery fell sharply

. on higher prices and market-specific

- factors. Central bank buying slowed.

- 40t of hedging lifted mine supply.

Key themes (more detail pages 2-5)
I ETFdemand surged: 364 tonnes (1) of inflows maore than reversed the
I eurnulative outflows frorm 2014 and 2015,

Investment drove price gains. [nwvestors’ search for secunty fuelled gold's
t Q1 rally, its best performance in almast 30 years
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Key themes

i i » China's devaluation of the yuan fuelled fears over th
ETF investors rekindle Gt o e e
their interest global growth,

s And the pace of US interest rate rises is now widely

Inflows into ETFs of 363.7t were the highest RrbReind. i Son:

since Q1 20009 as sentiment towards qnld Ths-:w?ling unnaﬁ;tainw uﬂat;d. by Ilhis mix 1I:rf factors

- undermined confidence in traditional asset classes.
HIIPI'WEd II'bEI]kEdl]I’. Turbulance hit stock markets around the world. The impact
Shifts in the ghobal economic and financial landscaps have of NIRF in particular significantly reduced the appeal of
created a positive environment for gold investment in sovergign bonds a5 a stable, low-risk asset. Enter gold-
recent months. Unceartainty abounds: backed ETFs.

= The Megative Interest Rate Policies {MIRP] implemented
by central banks in Japan and Eurcpe reprasent a
shift to ‘unconventional policies’ which create
‘grear uncertainty”

Table 1: Data highlights for Q1 2016 demand (see full details on pages 19-25)

Tamnes | USEmn
Soyaar
g year change a1 18 svarage year change
Damand
Gold demand 1,070.4 12898 1,114.7 + % 41,8322 48,040.2 810280 1T
Jereeplary 596.9 4319 S8R0 + 9% 2RIBFD 183223 26.550.5 + 2%
Teckraiagy 3.3 B0 24 * 3% 3.263.0 3.0 4. 242.5 LA
Imvestrmnt el ETE 2821 T 12w 108867 23,4827 139183 + 18%
Total bar and coin 52,2 2539 362 * 1% 98811 96546 15.014.8 + %
ETFa snd sarndar pecducts 25.8 3637 -3d4 + >300% 1.004.8 138281 -1.136.5 + >300%
Central barks and ather instibotions 12.3 1054 LI | 4,400.8 4,161.2 Gapse & B
Fe o d In PP
Indin w7 a5 2178 +  30% 15054 44278 1037768 + A%
Chna 2764 2413 2474 * 2% 10880 ERELE 11.210.3 *  -iE%
hacidie East 263 783 ¥ aa% 34035 3064 ap000 4+ %
Uninad Sewmes 3.9 40.% 454 * 1% 13364 1.555.5 2.0E2.7 + 1T
Euraps ax CI5 T0.9 711 E2A = 0 27785 2,700.4 3,755 * A%
Supply
Mp 1.081.0 1.134.8 1.108.8 * 5% 42,3455 A3.149.5 505615 + %
Tertald ming supply iy T TELS *+ B% 281158 194270 J4a354 * 5%
Recycled gold 3532 3809 3459 + 1% 14,2207 13,7228 16,126.8 *  -d%
Gald price
LEMA Godd Prics [US$0ox) 1.218.5 11626 - W 3% - -

Soarce: Metals Focus; GFMS, Thomeon Reuters, ICE Banchmark Admenistration; World Gald Council
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Having seen regular — and at times substantial — outflows.
over the last thres years, ETFs had a stand-out quarter as
gold's investment gualities came back into sharp focus
(Chart 1). Inflows reached a seven-year high, close to
leweds last seen during the Great Recession whan the
soveraign debt crsis was also in full swing. Gobd found
favour for its role as an effective risk diversifier, enhanced
by its added benefits of baudity and relatively kow volatility.

Inflows wera reportedly from a broad investor base,

from institutional 1o private, Notably, these is anecdotal
evidence that many of these inflows are from investors
initiating or rebuilding strategic, long-term holdngs after
the wash-out of positions sinca early 2013, While a portion
of the inflows were driven by price momentum and

likely to be more tactical in nature, latent demand amaong
investors who have baen leoking for an opportunity 1o
re-enter the market was a key factar,

Although largely a Western phenomenon, the appeal of
gold ETFs was not limited to these regions. Inflows into
gold-backed ETFs im China have risen exponentially in
recant months. Although they still only account for a very
small proportion of the 1,974t7 held in these products.
globally, Chinese gold-backed ETFs on aggragate attracted
111t of inflowes during the first quarter, mare than doubling
thiir holdings in the process. Huaan Yifu Gold ETF
surpassed all other funds in Asia: total holdings at quarter-
end wera 13.51, up 10,3t from the end of 2015, Although
instituticnal investors were reportedly the driving force
behind this flood of inflows, retail investors were also a
considerable contrbutor, locking 1o geld for diversification
and wealth pratecton.

Chart 1: Investors responded to uncertain economic environment with near-record ETF inflows

= |Inflows were global, not restricted to dominant Wastern markets: wolumes of gold held in Chinese products

imore than doubled duning the quarer.

= The trend continued into April, particularly in Europe where investors were plagued by lingaring "Brexit’ fears.
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Investment demand
ignites price rally

During the first quarter, the US$ gold price
appreciated by 17% on the strength of investor
conviction, This was matched by loeal price
gains in markets across the globe.

Thi enthusiasm with which investors renewad their
appetite for gold ETFs in 01 was palpable - the gold price
surged by 17% in response to such large-scale inflows.
This was the best performance in almest three decades
and gold ranked as one of the best performing assets
globally during the quarter.” The effect was also felt in the
price of gold measured in ather currencaas, with double
digit gains in the euro (+115%], British pound {+20%),
Chinese renmnbi (+16%), [ndan fupes (+17%) and
Turkish lira (+13%:) (Chart 2).

The investment responsa in the ETF market was echoed
in surging physical demand for bars and coins in a handful
of markets, US investors in parbcular wede keen to add to

Chart 2: Gold was a top-performing asset in Q1

thieir haldings, wanting the security of gold amid economic
uncertainty. Demand jurmped by 55% 1o 18.31, albeit that
this was being compared with a particularly weak Q1
2015. Bar and cosn demand in the LK grew by a similar
miagnitude {(+61%] although absolute volumes remained
lewe {3.20). And, powered by a strong German market,
European demand remains resolute — at S8.41 it remains
one of the largest markets for gold imwestmeant. Chena also
inrcreased its demand for bars and coins, encouraged by
Chirmase Mew Year festive purchasing and the nising gold
price. Demand grew by 5% 1o 61.5t

For the most part, howeaver, the sharp price ralhy
suppressed demand for bars and coins in the Middle

East and Asia. This was 1o be expected among these
particularly price sensitive markets, where demand
wypically subsices on a strong price rally before picking up
again once the price stabilises.

Chief among these markets was India, where investrment
damand slumped in response to the price rally. Bar and
cown dermand fell by 31% to 281, the lowest quarterly
investment total for India in seven years. But it was Indaan
jeweallery demand that garnered all the headlines,

# Gold closed the quarter at US$1,237/az, 17% abovea the and-2015 prca of USS1 060/0z. Deuble-digit gains

Were Seen in a range of currencies, too,

* Sharp price rise had mixed effects on the market: jeweallery demand fell, imsestmeant grew and recycling

in some markets jumped.
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Industrial action snuffs elenlonl (et bl el O
Indiﬂn jewellery demand before surging higher still, getting clese to Rs30,000/10g

by the end of the quarter. This sent a stronyg signal to
Indian consumers o held off on buying gold jewelleny until

Jewellers respond to government tax rises prices stabilised. As demand dried up, the local market

with country-wide strikes, forcing Indian quickly maoved inte a discount to the international price.

consumers tﬂ m:ne Ql dﬂmd. The discount widenead sharph,', rming lervals close to
USE40/0z (Chart 3.

India’s pewvellery market virtually ground to a halt in March
as a combination of surging prices and industrial action

in protest at government policy made for an extrarmely
challenging quarier.

Chart 3: Price jump and market disruption push India into steep discount

= The discount widened out 1o almost US3400oz on challenging market dynamics.

= This reflected not only a dearth of consumer demand, but also a drying-up of supply as the
market effectively shut down in March,
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Then, in the government’s budget an 28 February, the
Finance Ministry announced plans to impose a 1% excise
duty on jewellery manufacturing * The responsa from the
jewellery sector was swilt and decisive: a nationwade
strike was called from 2 March with the suppart of national
industry associatons.® While jewellery stores in the south
of India re-openad on 19 March, retadlers across vast
swathes of the country rermnained shut for the remander of
the quarter and into April. Given the higher penetration of
single store retailers in the Morth, East and West of Indea,
the impact on sales was more prominent for unorganised
players, whila branded chain storas were relatvaly resilient.

The widespread media coverage of the strike ensured that
customers stayed away, even from those shops that chose
not o strike, Inits quarterly update 10 investors, jewellery
giant Titan noted that it's prermeer brand, Tanishg was

“not participating in the stike but many of the storas had
1o be shut down on many occagions scrass the country
dug 1o agitatians by strking jewellerny associations,

The custamer walk-ins in the ensuing penod have also
been poor due o the cuslomer perception that [the| ertire
industry is on stike dug 1o wiich the sales performance for
the month of March has been affected adversely™®

Taken in this context, demand for gold jewellary was
unsurprisingly weak. Quarterly demand of 38.41 was down
1% year-on-year and the lowest guartarly total since

Q1 2008, Importantly, thowgh, we believe demand fram
Q1 is postponed rathar than lost. Most stores re-openad
in the second half of April, ahesd of the Akshaya Tritiva
festival in early May and the start of the wedding season.
This wiewe 15 also supported by the sharp narrowing af the
lecal discount as manufactuning activity resumed in April,”
Thie pro=rural budget and expectations for an above-average
mionsoon should further support rural incomies, which

has positive implicatons for gold demand ower the

COMMING quarters.

4 dn enciss duty of 1% on pesliary manufaciunng was proposed in the budget. The introeduction of ths ti is o préluds 12 the Goods snd Seovices T
(ST Bl Jowalbery marafacturers whose tumnover exceeded As12 croes dunng tha preceding financial yoar will b lisbls 10 pay this additional tax

chuning curtant francisl vand,
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Market commentary

Jewellery

Soaring gold prices, market disruption
in India and supply-constraints in China
combine to impede gold jewellery demand.

Year-on Ouarter-on

-year -quarter

change change

Warld total 5065 4814 + 19% & FT%
Iredia 1608 BE4 L 1§ * 1%
China pilE] 1754 + 1T i

Global jewellery demand fell 195% year-on-year 1o
481.91, 1151 balow last vear's 596.9t 01 total. The vast
majarity (99.31) of the decline was generated by just Two
markets: India and China (Chart 4). These two jewellary
powernouses each faced their own particular set of
challenging circumstances in the first quarter.

The sharp rise in the price of gold during the first quarter of
the year was a deterrent to jewellery demand, particularly
in the price-sensitve markets of Asis and the Middle East
where consurmers prefer to buy when prices are less
wolatile, But the unfolding predicarment in India proved by
far the greater obstacle.

Chart 4: Jewellery demand down 19% to four-year low

Strikes thwart India’s jewellery market

01 2018 saw Indian jewellery dermand hit a seven-year low
of BB.4t, a 41 % year-on-year dediine. This is 44% below
the five-year quarterly average for India of 156,71 and
indicates the extent of the troublas faced by that market
during the quartes,

The sharp nise in the local gald price through a number of
ke levels was discouraging in itself, The anticipation of a
correction in pricas and of a reduction in customs duty on
gold kept jewellery demand tepid in February. But the final
lewe cama in the budget released on 29 Fabruasy. In it the
government propesed not anly an increase in Bath custom
and excise duties on dosd (from B% to 8.75% and frem
9% 10 9.5% respectively), but also - crucially —a 1% tax
to be lavied on pewellery manufacturing. Widespread
strikes across the jewellery industry ensued. Consumers
ware urnilling = and largaly unabda = to buy jewellary at

a tma of such uncertainty, a fact that is borne aut in the
demand numbers. This combination of headwands faced
by the industry resulted in swift, and deep, discounts in
the local price. For more detal on Q1 Indsan demand,

see Key themes.

* India = down 621 = accounted for over half of the 1151 decling in global jewellery demand.
= China was also a major contributer, falling by 371 from Q1 2015,
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But the outlook for India is more positive: consumers

are waiting for their cpportunity 1o re-enter the market.
The steep local price discount has already been largely
eradicated. The industry expects the pent-up demand
that accumulated during 01 to be released in the coming
weeeks as tha market adjusts to the new tax structure
and buying for the wedding season gathers momentum,
In 2015, demand in H1 slumped in the face of numerous
challenges before staging a strong recovery in the second
half; 2016 is likely 1o play owt in a similar way,

China: supply-side erunch

Demand for gold jewelleny in China fell 17% in Q1, to
179.41. Appetite for gold jewellery was curbed by the
sharply rising gald price against a background of continued
economic slowdown,

Despite receiving a lift in Janwary and early February from
the Chinesa New Year effect, jewellary damand tailed

off sharply in the second half of the quarter. The sector
suffered marked losses as China's relatively anaemac
economic performance weighed an Consumer sentiment,
01 GDP growth of 6.7%, while exceptional by Western
standards and within the gavernment’s tanget range of
6.5%-7%, was the lowast Q1 rate since 2009, This took
itz 1oll on consumers: official data showed a drop of 2.9%
in retail sales of gold and silver jewellery.®

Meanwhile, 2 supphy-side crunch further hampered China's
jewellery market. A new national standard for hallmarking
of gold jewellery (the Mational Godd Standard Mark)

cama into force an May 4, whach requires that all gold
jewellery of 9% purnty be hallmarked as Chuk Kam.#
During March, retallers natiomwide were busy adjusting
their inventories in order 1o replace existing stocks with
inventory that complias with the nenw requirements,

in tine for the early May deadling, This surge in stock
replacemeant activity led to a temparary supply squaeza
that intensified the slemp in demand, But jewellers also
took the opportunity to refrash their stocks waith more
interesting, higher-margin product offerings le.g. 18%,
gam-set, 3-0 hard gold etc). These may entice consumers,
and help support profits in the coming quarters, but may
be detrimental to gold volumes, given that they have
largely replaced plain 24k pieces,

The: supply of gold jewellery in China came under further
prassure as ines of available capital were constrained.
During the quarter, domestic banks tightened the
conditions under which they will lend to jewellery
manufacturars and retailers. Retailers are gradually
strearmbining their operations in response 1o the taugher
business climate and reducing overall inventories and
crder volumes, adding to the supply side-side pressure
im the market.

Price rise takes toll in smaller Asian markets
Consumers across Asia were largely price-responsive

in ther behavicur: jewellery demand fell in most of the
region’s smaller markets, Of these, Malaysia (-23%)

and Indonesia {-10%) were the weakest performars.

In the former, the declire was again influenced by the
intreduction of the GST in April 2015 (consumars made
their purchases in advance of the April tax increase,
boesting the Q1 2015 nurmbear). Going fooward, this effect
should now begin to drop out of year-on-year comparisons.
In Indorasia, despite seasonal factors baing supportve

of demand, the price rally quickly dampened it. while a
continued focus on lower carat jewellery weaighed on fine
gold volumes,

Vietnam was, however, an exception 1o the depressed
regional market, with jewellery demand 6% higher than
21 2015, Although this can be partly explained by the
redatively positive economic scenario (GDP growth in

Q1 accelerated 1o 6.7% from 6.5% in 2015), the numbers
are in fact more representative of investmeant demand,

In Vietnam, a large portion of jewellery dermand is
accounted for by ‘chi’ rings. Although they are classified as
Jewallery, these arude products have very imited added
value above the value of the gold they contain, being of
vary simple design and reguinng mited labour input; the
miotive for buying them is therefore often investment-
driven, As the premium on tael bars remaing punitive

in Vietnam, domestic consumers are forced 1o look
alsawhere 1o satisfy thair need for an asset thal prasemnves
wealth and protects against the ravages of inflation,”

Al of the above notwithstanding, de facto jewellery
demand was also lifted by the seasonal impact of
Vietnamese Mew Year, as well as the Day of the God of
Fartune (10th day of the 15t month of the Lunar Calendar).

8 Hatonal Bures of Staistics of Crena, hitpuioars.siats gov.cnfonglshfassyguanchim fon=AQT

0 Purs gold’ reslary, knoan 38 Zu S in Puteekas and Chuk Kam in Canboress is 24 carst jeaslary, typically of 90.9% gold contand (900 Ansnea).
It is the mainsiay of Ohiress jewelleny fabeicabon and consumpiion. Under pronscus. hallmarking sysiem, only 24k gold fof 85.9% purry) could be

Falimarkcad as Chisk K

10 State-cwned Ssigon Jewellery Corporation has the monopoly on the marafacture and sabs of govermment-approved goid bars, of which the
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Iran the only bright spot in a Middle Eastern region
beset by difficulties

Godd jewellery demand in Iran rallied by 10% year-on-
year (to 9.9t vs Otin O 2015) as the market continued
to feal the banetit of the ifting of Wastarn sanctions.
Nevertheless, this growth was tempered by the impact
of 3% VAT,

The remaining Middle Eastern markets uniformly saw
double-digit losses in Q1 jeweallery demand, beset as
they were by a mix of ongoing geo-political issues, low ol
prices and weak tounism revanues. And that's belore the
geld price rally is added into the mix, Egypt was the waorst
casualty: damand fell 1o a fresh low of 7.71 (-18% yead-an-
year), slipping below the previous low of 7.91 from

(12 2011. The market was crippled by government
restrictions on bank withdrawals. Thase were imited o no
rrore than USE50k at a time = a relatively paltry sum for
iewellery retailers and wholesalers.

It was a similar story for Turkey in Q1. Demand of 8.5t
[-18 % year-on-year) was the lowest quarterly total

since 04 2012 as the high gold price, piled on 1op of the
struggling domestic economy, added 1o consumer woas,
Terranst atrocites further weighed on sentiment.

Startling import growth heralds strong quarter for
US jewellery demand

In tha US, dermand for gold pewellery gained 2% year-on-
year, This is the ninth consecutive quarter of year-on-year
gains, imprassive for a market where econormat growth
has remained relatively anasmic. The industry continues 1o
benefit from retailers re-entering the gold segment, having
previously slashed = if not completely eradicated = their
gold product offerings.

10 Bain & Compary, Lueury Goods Winowage Makes Sy Fal-Waater 2005
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The strength of gold jewellery imports in 1o the US

in January and February was a dear indication of US
consumers’ continued desire for gold jewellery, Double
digit gains were reported in imports {in fine gold voluwme
terms) in both January and February, reflecting continued
restockirg among some larger retailers that continue o
build up their gold allocation,

The positive consumer demand trend was echoed in
upbeat official sales data, which showed stranger than
expected growth in pevwellery sales in January, The outlook
fior the remaindar of the year is cautiously optimistic, Whils
prospects for global personal luxury goods ane positeg =
as highlighted by a report by Bain & Co which expects a
ressurgancs in demand for these items over the cowrse of
2018" — the Presidential elections in the second half of the
year loom over the market and mady increasingly temges
consumer enthusiasm as they draw closer.

European jewellery demand has less than sterling
start to the year

In Europe, jewellery demand continued in a similar fashion
1o the last 4-5 years: after a seasonal jump in Q4, demand
subsided straight back to levels that are in ine with the
13.3t O1-03 average since 2012. Demand for the guarter
armounted 1 12.71. The UK eked out a 1% increase in
damand, to 4t. Data on the number of articles being
hallmarked by the Birmingham Assay Office suggest that
intarest picked up in the latter half of the guarter, having
been quiet in January after the usual 04 seasonal rally.



Investment

First quarter gold investment more than
doubled: hefty ETF inflows confirmed the
positive shift in sentiment noted last quarter.
Bar and coin demand steadied.

(e T PR T
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Glebal investment demand shot up 10 8 seven-year high
of B17.61 in the first quarter of the year. This was a 122%
increase from the 2779t of investrment in 1 2015 and the
second-heghast guartarly total on record. It eclipsed Q2
2010°s 6061 total = a time when heightened fear over the

sovereign debt crisis fuelled a sharp spike in gold demand
- and almost matched the record of 626t freem 01 2000
during the depths of the Great Recession,

As discussed in Key themes, ETFs were the main engine
of this growth. Inflows into the sector surged to 363.7t
after a three-year period of almest uninterrupted outflows.
‘While demand on such a scale is unlikely to be sustained,
the sector does appear likely 10 benefit further frem the
improved outlook towards gold among a broad investor
base, Megativi interest rates, stock market volatility and
concerns over global economais growth all contributed to
thie upsurge in demand.

Demand for physical gold products held firm at 253 .9¢,
anominal 1% above last year's 252,21, At the more
granular level, gold coins cutperformead (+17%) -
supparted by strong US demand - while dermand for
bars contracted shghtly (-2%). Weakness in damand for
miedalsimitation CoinNs Was unsurpnsing given India’s
dominance of this category {Chart 5).

Chart 5 Global bar and coin demand hugely influenced by events in India

= |ndian investment slowed sharply as investors waited for prices to stabilise and strikes

shut off bar and coin sales by jewellery retailers,

* ‘Fear factor’ underpinned Western demand; the hunt for security drove investors towards gold,

Yo' change
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35
Indis China

LS and Europo™ Anst of world

* Europe compnses France, Germany, United Kngdom, Swrizerdand, Ausina and Other Ewrope.

Source: Matals Foous; Werdd Gold Council
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Indian bar and coin demand beats sharp retreat
Retail investrent in India fell by a third in 01, Bar and
coin demand dropped to 28t from 40 9t in Q1 2015,
Investment in January was broadly flat, tapering off in
February before coming 1o a stardstill in March,

The sharp price increase was the initial reason for the
slowdown in demand for bars and cons {Indian consumers
are similarly cautious towards purchasing gold investment
products during times of prica valatiity as they are towards
jewelleryl. Subsequently, the disturbances which followed
tha governmant's bBudget announcement nppled thraugh
the investment market. Although the duty hike and strikes
weara primanly a jewallary 55w, the rural populaton has
limited access to the banking system, which means many
consurmers buy thair gold mvestrment products fram the
broad network of jewellery stores. And naticnwide strikes
msant that thas channel for purchasing was choked.

During the quarter, the Reserve Bank of India announced
it would peemit banks 1o sell the Indian Gold Cean (1GC)
- India’s first official gold coin, These coins are minted at
the Indian gevernment mint, hallmarked by the Bureau
of Indian Standards (BIS} and the scheme is managed
by MBMTC Lid, Indian Overseas Bank was the first 1o
begin distribution of the coins in March and recent
annowncements have confirmed that the coms will also
be distributed through India’s post office netwark. The
developing infrastructure for the sale of the 1GC should,
in future, help to relieve any such supply-side pressure on
investment demand.

Chinese investors buy into price rally

Chinese investors increased their darmand for gold bars
and coins. Demand expanded by 5% year-on-year to 61.9t,
The usual seasonal uplift from Chinese New Year drove
demand in the first six weeks of the quarter, aided by the
fisirg price. Chinese investars differ from othass in Asia
in their invastment attitude in that they tend to prefer to
by il & nising trend, rathed than waiting untl the phce
stabilises. Demand then waned as currency volatility
subsided: the Chinese yuan stabilised and the currency
settled into a relatively steady trading band against the
US dellar afier the Pecple's Bank of China imervened to
stabilise the currency.
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A number of major commeercial banks reported increases
in sales af gold imvestrment products, although regional
differences were noted with robust demand in the East
of the country countered by relatively subdued demand in
the South,

US Mint coin sales leap as investors seek

safety im gold

The behaviowr of bar and coin investors closely echoed that
of imsestors in the ETF markat in Q1. Demand shot up by
55% year-on-year from 11,81 10 18,31, This was 11% above
the five-year quarterly average of 16.4t. Sales of Amearican
Eaghe comns by the US Mim jumped by 68% year-on-year,
iz 245,5000z {7.6t), while sales of 24k American Buffalo
comns increased 7% 10 60,0000z {1.91). Imports of other
Sovereign minted bullion coins rose by almost 60%.

The noxicus atmosphere of uncenainty créated by global
manatary policies and shifting expactatons for US interest
rate rises were cause for concern. Investors sought the
safety of gold. As the price responded, the move was
further fuelled by those keen not 1o miss cut on the
investment opportunity. This demand momentum then
tailed off in March as gold's price rally ran out of steam

at around US$1,275/oz, before holding in a sideways range
arcund US51,250/az, where it remained thraughait the
remaindar of the guarter and into April.

Europe again a stalwart of gold investmant

Europsan imvestment rermained strong. Bar and cain
demand was steadfast at 58.41 as the negative interast
rate anvironment, migration crisis and rumbling “Brexit”
speculation continued fo highlight gold's investrment
proparties, spacihcally its rola as a secure stora of wealth.
The fear facter undenpinning demand reverberated around
regional investrmant markets: there wera anecdotal reports
of a rise n demand for safety deposit boxes in Germany as
some customers looked for alternative options in casa of
further interest rateé culs. This appears to be backed up by
market research. Initial results of a large-scale consumer
research programme indicate that German investors

are motivated by a desire for low-risk, "strasghtforeard,
tangible imestments and feel a strong need 1o invest

in assets that protect their wealth against economic
downturn, government palicies and cusrency fluctuations.



Germany accounts for the bulk of the region’s demand
and the first quarter was no exception: 31.1t of bar and
cain demand equated to 53% of Europe’s total. But the
UK was the star parformer. Although valumes remain
small, demand grew by 61% to 3.21. That was the highest
quarter for UK imsestment sance Q2 2013, when demand
totalled 371,

Turkish investors focus on profit-taking opportunities
The 5% year-on-year dacline in Turkish investmeant
demand may, on the face of it, suggest that imestment
demand was mare robust than that for jewellery, But this
was largely a function of the companson being made with
awvery weak 01 2015

The nse in the local gold prce during the quarer meant
that Turkish investors proved to ba maore interasted in
oppartunities 1o take profits on their haldings than to add
to them, demonstrated by considerable recycling activity.

Middle Eastern investors reacted 1o higher godd prices in
a similar way. Investrmant in Egypt fell by 22% year-on-
year, A swift and sharp depreciation in the Egyptian pound
warsus the dollar cawsed a surge in racyeling, which in wuen
led to a discount of around 4% in the local price.
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Asian investors remain on the sidelines as

price surges

The focus was also on recycling throughout east Asia,
Conseguently, investrment demand saw widespread
declines. The largest losses ware seen in Malaysia,
where demand dropped 40% 10 1.51, the lowest quarter
sinca 032 2012, The 21% year-on-year fall in Vietnamese
imvestrment (to 11.51) was due to the rising price of —and
prarmiums on — official gold tael bars. Damand instead
shifted to quasi-imvestment jewellery items (packaged ‘chi’
rings of 99.99% purity, which effectively function as low-
denarminaton investment products).

A moa positive quarter was sean in Japan, which netched
up its third successive quarer of positive net investment
dermand (3.3t vs -3.21in Q1 2015). However, as tha gold
price ralied, demand lost momentum as evidenced by the
sharp quarter-on-quarter decline from G4 2015 (-63%).
Japanese investors showed a similar inclination 1o those in
Viatram, with a preferance for imvastrment-by-praxy in plain
gold jpwellery, In Japan's case, the focus was on kihei
chains: kow-premium, plain gold chains. Producers of these
products reported impressive sales growih,

Thailand was the only other east Azian market market 1o
sea growth in bar and coin demand: investment here grew
by 15% to 22.41. Festval-redated demand from Chinese
communities was boosted by stock market turmail, which
drowe domeste investons 1o loak for wealth protection.
The upsurge in demand was concentrated in the first

ferer waeks of the yaar before the rallyng price prompted
profit-taking.



Central banks and

other institutions

As unconventional monetary policies -
including the use of negative interest rates

- expand, central banks continue to purchase
gold as diversification remains a top priority.

Ll
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There i ittle doubrt that central banks' enthusiasm far
gold remans résolute. Having been particularly evidant

in the second half of 2015, when purchases amounted 1o
the largest sami-annual total on record, 2016 has bagun
in similar fashion. In Q1, central bamks purchased - on a
net basis = 109.4t, shghtly lower (-3%) than the 112.3tin
the first quarter of 2015, This is now the 215t consecutive
quarter of net purchases, dating back to 2011,

As discussed in Key themes, the first three months of
2016 were primanly defined by heightened levels of
uncertainty amid growing investar concern about the
affectveness of negative interast rate policias, now
prevalent throughout Ewrope and Japan. Aside from
reducing the cpportunity cast of halding gold, there are
three other factors that arise from MIRP which suppart
cantral bank mmvastrment in gold:

* Negative rates significantly reduce the pool of assets in
which central banks ane likely to invest, as many will be
hesitant to commit 1o a loss-making investment strategy.
Indeed, about 30% of advanced country soversign debt
currantly trades with a negative yield (Chart 6],

& Megative rates were partially designed to counter
Curency appreciation pressures, but thus far the
impacted currencies have actually strengthened,
prompting concerns of potential iNtervention mMeasweas.

* Growing uncertainty about the effectivenass of negative

rates has contributed to increased turbulence in financial
rmarkets

Chart & Around a third of global government

debt has a negative yield

* Megative interest rate policies support central banks”
continued invastment in gald in a number of ways.

* Gold's diversification properties remain a top pricrity for
central banks amid financial market turbulancea.

& Less than 0% 0%
& Betvwan 1% 36%
& Greater than 1% 38%

Mabe: Totals may not equal 10054 dus 1o rounding
Sourca: Bloomiberg: World Gold Council

12 World Gold Couingl, Mankar Lndam: Gold in & workd of negaie awaaar mnes, March 2018
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According to a recent HSBC survey.” reserve managers
are findang it ncreasingly difficult to navigate the
divergence in monetary policies around the globe, B0%
of respondents agread that negative rates had impacted
reserve management, while negative rates we also
described as “countenntuitva” to the “hirst prority of
reserve managemeant” — namely, security. The growing
use of negative INterast rales Means reserve Managers
are having to consider alternative — and potentially less
consarvative = meastments and currencies. The case for
diversification of reserves using gold remains as
irrefutabla as ever.

Russia and China — the two largest purchasers last year

= cantnue to accurmulate significant quantities of gobd.
Russia increased its gold reserves by 45.8t in the first
quartar, 52% higher than the same perod in 2015 (30.11).
And China purchased 35,11 between January-March,™
adding to the 1039t bought in H2 2015. Kazakhstan's gold
reserves increased in each of the first three months of
2016, extending the country's iImpressne buying streak to
42 consecutive months,

Conversaly, selling activity remains contained, Althausgh
Canada sodd 1.7t in Q1, notably reducing its gold resarves
10 & mere 6B cunces," this was part of a longer 1erm
policy initiated almost four decades ago.'® Malaysia (1.91),
Mezambigue {1.9t) and Mongolia (1.31) were the only other
significant net sallers during the quarter.

13 HEBC Regsvve Mimagemeant Trivnds 016 Apnl 2016
14 Lack of data availabelrty means no comparison can be made wath 01 2018,
15 Dapartrsnt of Freancs, OMicssl Ressras Aanl 2016

Technology

Long-term decline in gold used in technology
continues, although trend slows as China's

smartphone segment offered some respite.

Yaar-on QEsrier-on

“yoar -quarter
Tonnas change chamge
Technalogy 83.3 50.9 * 3% * an
Elactronics B6.3 =] * A% + A%
Criheer Inciustnial 123 (FXT * 1% * 2%
Daenisary a7 45 & an + 3%

The volume of gold used in technological applications
dropped 1o 80,91 (-3% year-on-year) in the first guartes.
Improvemants in smartphone shipments in China and an
uplick in decorative demand countered dechines elsewhere
in electronics and butfered the secular downward

trend in dentistry.

Widespread declines in electronics demand;

outlook is bleak

Dermand for gold in electromics weakerned by a further

3%, to 63,91, the lowest quarter since G4 2013, Despite
positive SKINs in some segmeants, global demand remained
under pressure as uncertainty over global economic
growth, and the resing gold price, drove cantnuad thrifting
and substitution,

These dechnes were geographscally widespread, Double
digit falls were witnessed in the main electronics hubs of
Tamwan, Japan and South Karea, Tawan was impacted by
leweer-than-expected demand for Apple products, In South
Kedea, the velume of gold used in LEDS was stagnant.

16 In 1980, Canada nitabed & programime to sl iis gold reserves "3t a gradual and controlied pace,” with the st goid bullion soid in Decembar 2003,
Sinca tha and of 2003, Canada's gold fesarws havs Baan anteraly in the form of oid coins,
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And the cutlock is bleak, Wireless chip manufaciuers
have lewered their forecasts for gold demand on a
subdued outlook for smarphone shipments, &nd in the
LED sector, slowing demand for natabooks is likely ta
further crimp dermand.

In a notable development, volurmes of gold used in bonding
wire production recovared due to strong demand for
fimgerprint sensers (FPS) in mobde phenes and electrenic
control units {ECUs] in vehicles.” However, the recovery in
this SBCIOF IS SB8N a5 8 lempodany pause: the medwm term
outleok is for gold bonding wire to resume its long term
downtrend as gobd replacement projects remain in place,
with new applications tending to use copper wire,

Only China bucks the downward trend

The only excepticn in Q1 was China, which recoverad
some of the lost ground on higher smartphone shipments
from domestc vendors. The market also benafitad from
the trend towards larger mobile phone screen sizes, which
require larger Flexible Printed Circuit Boards (FPCBs) -
whach, in turn, use mose gold than rigid PCBs. China is
expected o reap further increases as it's home to much of
the new FPCE manufactuning capacity. The amaunt of gald
used in China/HE in industrial fabrication reached 1821 in
the first quartes {+2% year-on-year).

Scientists uncover innovative new uses for gold
Despite the decline in more “traditignal” industrial uses
for gold, advances in technology continue 1o 1ap ino
gold's unique properties, albeit that the volumes invalved

are negligile, Swiss scientists have introduced a new
process = using microscopic 30 printing technolegy = to
create highly responsive touchscreens that balances gold's
conductivity and transparency. An "ink" that containg
nanoparticles of gold could be thin enough to make
capacitive grids, whach are heghly conductnee and almost
invisible, and don't interfere with the displayed image.'™

Geld also continues to prove its suitability for use

in medical applications: it has been discowerad that
gold nanodisks are highly efficient in kilbng bactenia,
After absorbing light, gold nanoparticles could reach
temperatures hot encugh to destroy bactenal cells.'®
This procedure could be easier to implament in
haspitals than current methods.

Decorative demand recoverad; dentistry

extended decling

Other industrial and decorative damand gained 1% yaar-on-
year 1o 12.41, In Eurcpe, production of high-end costurme
jewellery performead well, cutweighing the erosion of lower-
end, mass market costume jewellery which has lost out 1o
product manutactured m Asian markets. The higher-quality,
batter-designed jewellery tends to have thicker platings and
theretore absorb greater quantities of gold. The gold-plated
ACCESSONES SPace i also seen as an area of growth,

Gold used in dentistry retreated further 1o 4.51 (-4%), the
leveast quarter on record, Despite its greater durability

and suparnor qualities compared with alternatives, gold
continues to give ground to ceramics for COSMETc reasons.

17 FF3; hngeprr] pisniods usld o Smariphones 1D s00esd syitema, This techndlogy hid effectrly BSpoma the stendand for gvery medumhigh-end
smartphone. ECUs: As vehicles incorpombe ever mone electncal systems, thess call for mose alectnonic control unils 1o manage functicnality.
For xample, ECUs can contrgl the aeiuel rato, idke Speed ard vaha tming Tor diiferant power cuiputs,

18 hitp e scipncasler T.oomy e -new-roiden-nana-goad-coultt et - Claarrmone - sen sy Aauchsc e

19 hrp e O8RS0 U AD0UE a8k Vi Ak DGl

up_ e rapediy kikige_ BaCTeng_Lsing [
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Supply

Increased hedging coupled with a slight
uptick in mine production cutweighed a
marginal decline in recyeling. Overall, total
gold supply grew 5%.

Cuarter-on
- LBFLEE

Yesr-on

“year

Tonnas shange change
Total supply 1,081.0 1,134.9 + A% L L]
Taital ming supply N 7740 % * 0%
Recvcled gold 032 604 * 1% + 53%

Total supply in Q1 increased 5% yvear-on-year, the result
of an 8%: increase in total mine supply — the sum of mine
production and nat hedging = and a 1% dechne in gold
regycling, Total mine supply benefitted from & marginal
increase momine production = from both existing projects
and recent start-ups - and a renewed interest in hedging
fram some producers. And while recyeling dipped year-
on-year, the rapid rise in gold prices at the start of 2016
fuelled strong quarter-on-quarter grawth.

Mine cutput up slightly but pipeline

rémains constrained

During the first quarter of 2016, mine production totalled
7341, a modest 5t increase on the 729.41 of output

in Q1 2015, Yet, over the long term, global production

15 plateausng: gold producers continue to trim costs and
focus on maximising cutput from existing assets, while the
impact of new mines coming on stream dwindles.

Gobd Demand Trends | Flst quarter 2004

Production growth in the first quarter was driven by major
operations in a handful of countries. In the United States,
increases at Barmck's Goldstrike (+3.31) and Cortez (+6.81)
projects led to a year-on-year increase in overall production
levels. In Mexico, Fresnille's Herradura {+11) and Moche
Buena [+0.6t) pushed production higher, The year-on-
YEAF INCrease in mine production in Indenasia was due

to confinued strong gutput from Mewmeont's Batu Hijau
{+2.61). Palyus Gold reported a 9% increase in culpul
during the first three months of the year, boosting Russian
production. The mild Russian winter was a key factor,

s it prolonged the operating window for projects that
wiould normally shut doswn during the most seveara

wintes weather.

The rise in production should net be attributed to
established operations alone, Mew mine starts have
also played a part. Torex Gold's El Limen-Guajes ming
in Mexico poured gold for the first time in December
2015, while Goldecorp's Eléonare and Cochenour mines
in Canada are ramping up, having entered production in
03 and Q4 2015 respectively. In Guyana, output was
boosted by Guyana Gold Field's Aurara project and Troy
Resource’s Karouni project entening production in

04 2015,



But the continued influence of new mines on mine
praduction should nat be averstated; the project pipaling
is diminishing. In recent years, additional production from
neny mines brought on stream has declined {Chart 7). And
continued cutbacks on sustaining capex by producers (all-
in sustaining costs fell 11% year-on-year to US$832/0z in
(04 2015) and the focus 0N COg ASS018 MEINS Pressure an
the project pipeling will persist,

Outright declines in production remain imited as producers
are focused on maximising production from their existing
portiolio of assets. One notable decling in production was
at Yanacoocha in Pery, where cutput fell 2,11 year-an-year,
by due 1 lower oe grades being lesched and milled,
as well as lower mill recovery.

Recyeled gold

While 01 recycling fell 1% year-on-year, the rally in the
gald price in eary 2016 boosted it 53% quarted-on-quarte,
as price increases influenced consumers.

Chart 7: Sharp slowdown in new mine start-ups

The strong start for gold in the first three months

praved too tempting for seme coansumers, wha took the
opportunity to pocket a higher price for their old gold
possessions. This behaviour was clearly evident in markets
such as Thailand and Indonesia, where prices above
U5%1,200/0z acted as a strong sell signal,

In Turkey, the 13% appreciation in the local godd price
during the quarter also encouraged recycling, although
nat to the same extent as in Q1 2015, The country's gold
market is highly bquid, with an established infrastructure
for recyeling gald and consumers wha are keenly awarne of
the gaold price which means the market (both retailers and
consUMers) can quickly respond 1 escalating prices by
selling gold back 1o be refined,

India's recycling market was more subdued, The well-
publicised jewellers strike, in response to changes o
taxaton i February's budget, restricted recyeling activity.
With many consumers using jewellers 1o sell back old gold
Jewallery, the termporary suspension of trade meant that
this recycling channgl was significantly curtailed,

* The number of new mings coming on-stream has slowed since 2013; these have made

a small incrernantal contribution to global production.

* Global production is plateauing as producers continug 1o fotus on manimising capital expenditure

and maximising production from existing projects.
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Hedging finds favour with some

Gold hadging totalled 401 in the first quarter of 2016,
rmone than reversing the 11.6t of dehedging in Q1 2015,
This increase brings the global hedge book to 253t
(Chart 8). Gold's impressoe rise in the first quarter of
2016 was viewed by a small number of mining companies
as an opparturity 1o hadge for tactical purposes. Whale
some entered into contracts 1o lock-in the price they will
recaive, others sought o sacure the axchange rate.

Polyus Gold - the largest producer in Russia - entered into
the largest position, hadging 625,000 ounces (19.4t) aver
the next four vears, while Evolution Mining hedged 4.7t out
to mid-2020, bringang the company's total hadgebook 1
261, Both have been relatively active in the hedging space
in récant quartérs to makea tha mast of the local prce
advantage. Newcrest also opted to hedge a portion of the
future production from its Telfer mine (16.51) in responss to
near-record high local gold prices.™

Acacia Mining hedged 4.2t of production from its Buzwagi
mine in Tanzania, while New Gold opted 1o hedge 8.4t

of its 2016 production. But bath companies made clear
they intend to remain unhedged in the long-term. New
Gold stated: "Our unigue decision o enter into the

aplion contracts is solely a function of 2016 being our
mast significant year of invesimant af our Rainy River
propect. Ve do not have any plans o anter inla any suriar
cantracts beyond thiz brief ning-month periad. ™'

While this increase in hedging is certainly notable - both
grven the companies invohved and the size of some of the
hedges = we don't expect 1o see a substantial shift back
towards widespread long-term hedging. The focus in the
industry remamns on sharter-term hedges (over a tima
frame of months rather than vears).™ Many of the positions
appear to ba driven by the need to secure cash flow for
project-related financing, or debt repayments. Further price
appreciation may elicit sporadic hedging, although royalty,
and in particular streaming, deals remain an alternative,

Chart 8: 40t of hedging in 1 took the global hedgebook to 253t, up one third year-on-year

= Mew hedging activity 15 largely short-term and project financing-ralated.
N -ﬁ.ll:haugh notable in recent terms, the uptick in hedging wolurmas 15 not SIQI'IITIG&I'II & histoncal contaxt,
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20 Mewcrest's Telfer ming has releed largely on fhy-in fly-out workers, which has resulted in it being sensitive to the local gold price
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Gold demand statistics

Table 2: Gold demand (tonnes)

arie

s

anrs

o214 0314 0414 az Q1716 | % changs

Jawealbery 24820 23975 560.5 £01.5 BAG.0 S06.40 5137 8237 BE3.2 4819 & -1
Teohnology 488 Jxe =i =R B4 B33 BI& aza B4 BA + -3
Elparorecs ITTE 2643 E3.E e .8 663 a53 a55 6.8 38 + 3
Ot indhniial Si.0 5.6 131 13.0 128 123 130 127 127 124 * 1
Dranitisiry 19.8 8.9 4.8 4.8 48 4.7 4.8 4.7 4.5 a5 & -4
Invastmant g22.0 BI5.E 2000 182.4 1634 779 1823 303 052 BI1TE  + 122
Tatal bat and coin damand 10056 L0Z3.9 2381 2233 2815 2522 2053 2837 7 %38 1
Piiysical bar demand THE THR 1.8 ThE.S 1869 1856 161.2 1988 ikl W4 a2
Qfficial coin 2029 2124 458 35,7 54.5 5002 40,1 26 49.5 58T 4 17
Maciala frnitation coen T6.2 7T 18.6 piok: 201 15.4 §4.0 .3 .0 "HE + -
ETFs and similar products® 1835 <1383 18 .0 =408 R rAl 266 =230 G4 LA IEIT T »A00
mwﬂ“hﬂ- 5839 5663 157.2 1749 1329 123 137.2 167.9 158.8 034+ 3
Gold demand 4, 256.4 41834 10335  1.038.3 b,078.7 1.070.4 a06.7 11047 14113 1.2808 *+ A
LEMA Gold Price, UGS/ 0z 1, 266.4 1,1060.0 1,.288.4 17818 1,304 12188 1,182 4 1,124.3 1,106.5 1,828 & A3

*For alisting of the Exchange Traded Funds and similar products, ploass sea tha Motes and gefimitions.
Sourca: Metals Foous: GFMS, Thomdon Reuters; ICE Banchmark Adminigiration; Waild Goald Counil

Table 3: Gold demand (USSmn)

Q314 Cha" 1 a31s

Jowallery 10,0545 BS41T2 L4198 243783 64557 233830 196930 2285437 236508 183223 4 32
Tachnalogy 140886 124502 35887 35082 34535 32630 32005 20960 25925 30MI 4 &
Elactrorics 11,3004 98583 28434 20604 2TME 25854  26MZ 23664 23774 24308 + -6
Oitfweer indusstrial 20M63 18884 DG BaG G 4958 4823 4977 ALE5 450.0 a2 o+ 2
Dhritiiry o TS 2.7 .2 1860 185.2 1626 171.0 1651 1720 % 7
Investmant 33,4897 4023 82000 75180 65430 08857 69867 83234 72900 234827 4 16
Tatal bar and coin demand 408447 381897 8,864 92047 10,0996 98811 78697 106149 8023 6845 2
Piysical bar damand 255615 275909 T0M.5 68774 TIIB3 T34 B9S2 70822 6573 ¢ 5
Official coin 82602 7HXIE 20198 14703 29048 19658 1535 26238 17825 22328 0+ 4
Medals/imitabion con 31026 2EME B9 a570 TTES B04.0 BasT 0 MTE 447TE 4 26
ETFs and sanilar producis® FAME  ATEEE 15740 1GBSE  -3E566 L0046 -B830  -2.2915 24033 1382880 4-300
Central banks snd ctherinst. 237740 21013 BHI7  720656  SA7R6 44006 4BT7O 60602 56408 41812 4 -
Gaobd o i 172 4872 1663909 4289103 427920 66546 419327 34747 399324 398328 490402 + 17

*For & lstrg of the Exchange Traded Funds and similar products, plaase soe the Moses and definibions.
Saource: hatals Focus: GFAMS, Thamaon Reuters; ICE Banchimark Administration; Waord Gold Counil
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Table 4: Gold supply and demand World Gold Council presentation

arrie
WS
anms
414 01'15 Q315 QN8 | % change
Supply
Mine production 31631 3214 THAE an.zr Bafd e TR Ba7H Bifid Mo ot 1
Mt producar hadgrg 106.5 33 0.0 ar 5.9 1.6 -64 113 130 0.0
Tatal irsin supgly 32608 32208 BO0E E22.0 aBIT.0 TIT? THOE BG2.7 B504 MO 4+ @
Recycied gold 1,301 11270 2788 2.4 XTa.0 3632 il HE1.6 Xib& woA kA
Eﬂ“ﬂ" 44617 43478 1,089.5 1.096.4 L1671 1,081.0 1,0476 1.124.2 1,094.9 1,134.9 + 5
Demand
Fabrication = Jewelory' 28027 24388 6102 G386 LT T 608.0 Ba2 6 6626 6263 4TEE 4
Fabricaton = Tachnology HES 333a 866 89,5 B4 B33 LERS a3 B4 g0g 3
Sub-1otal above fabrication 28511 27723 696.8 T0.0 1180 2 62681 MES ThS 5504 & 19
Tatal bar and coin demand 100688 102389 2341 ] 261.5 6232 2063 1837 my %/ia + 1
ETFs and similar products® 18386 1283 -38.0 40,9 921 =6 230 534 Eort] 33T P=300
Central Bunks and ather ingt.” 58349 566.3 167.2 1749 1339 1123 1272 1679 158.8 whd & 3
Godd demand 42671 42342 10842 10863 10403 10816 93866 11437 10736 1,866 2+ 19
Surplus/Dalicn? 045 134 353 o 1758 0B Mz BT 4 A1E15
Total demand 44617 43478 1L.08B5  1.0884 11674 0810 10478 10243 L0948 19343 4+ 5

LBM& Gold Price, USSiaz 1, 264 1.160.1 1,288.4 12818 1,200.4 1,218.6 11824 11243 1, 1065 1,826 & A

1 For an explanabon of prwellery fabnication, ploase see tho MNohes and oefiniions.

2 For o ligting of the Exchang Traded Funds nd amiar procusts, ploase S8 1he Novps sod dafimhiens
3 Excluding any delia hedgnsg of central bank options.

4 For an explanation of Surplus/Dalicn, please Sen the Nanes ang delntons.

Source: Malals Foous; GFMS, Thomson Reuters; ICE Benchmark Adminisiration; World Gold Council

Table 5: Quarterly average price
O1E
i
ai'ig
s chinmnge
USSioz L1600 1.218.5 1,192 4 11243 1.106.5 1IBZ & % . ]
oz 1.045.3 1,083.1 1.078.0 LO1L5 1,070 10723 + 4
Liaz 7880 8045 177 FreT THE a8 + 2
CHFkg 35,8633 37115 35,0827 4ETED 35,220.2 37744 * 1
¥ig 45138 4.666.8 4,656 4 4.416.2 4,320.4 43745 + -6
Rsfi0g 23,903.2 24,3778 24,332 8 234761 23,448.0 26,877.0 + B
FlMEfq 23473 M43 F3r4a 2278 Fr 2487 + ¥
TLig 1014 6.5 W23 1030 103.4 1.9 + 16

Source: ICE Benchmark Administration; Thomson Rmsers Deastresn; Warkd Gold Council
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Table &: Jewellery demand in selected countries (tonnes)

0215

India 68,6 16008 122 XEA 1804 BE.4 * -di
Fakisian 32 53 54 59 L] 50 L
Sei Lanks 6.5 1.7 20 1.3 17 1.5 [ ]
Greater China 1.8 T 181.0 1560 20031 1918 * A7
China 783.4 216.3 168.0 180.6 1876 178.4 & a7
Harg Kang Si4 138 10.5 1wy 138 0.2 * 25
Tarwan A ] 18 18 1.7 28 14 + &
Jagan 16,5 iz 38 44 51 35 + 10
Indicersiy sy .9 121 5.5 2.3 2.0 0.8 * -
Malay=a a4 | 1.7 2.0 1.8 232 & 23
Singapan 12.2 34 2.7 a0 a 33 .3
South Eores 1.0 37 0 37 39 8 +* B
Thaitand 2.3 34 8 2.8 aa a2 L |
Visnam 15.6 a4 a7 a5 a8 47 + B
Middie Exst 233 830 577 2680 538 56.5 * -
Smudi Arabia T 174 188 6.5 ] 6.3 * -2
LM B1.4 16.3 149 10.0 0.2 4.0 L T
Kl 2y 38 3 2.3 aT a1 * -5
Egwpt a3 83 -E:] e ai 17 L
Iram 312 80 12 na a5 a9 + w0
QuFspr Midcle Easy oy ) 48 3.9 a7 6.5 L 1]
Trkary 49.0 d 1.8 ixi 16.0 BE * il
Russia a1 83 81 12.5 0.3 1.3 & a7
Amaricas 170.5 s 3 8.2 a0.8 e * 1
Urated States. 198 2 58 A 465 ] + ¥
Canada 14.2 7 35 b 53 16 * a3
Maxicn 16,6 a0 %] 4.4 41 a1 + 4
Brazil 19.9 aa %] 4.7 BT a5 * &
Eurcps ox CIS i 128 14.5 128 358 12.7 L |
Framce 13.6 2.8 26 2.0 6.3 .7 * 7
Gy 10.3 17 FA | 1.2 6.2 1.7 *
Ieady 18.0 5 36 B8 80 14 * a3
S 8.3 18 2.1 1.9 25 1.9 *+ ¥
Urated Kirgdom 5.8 a0 41 4.8 1259 4.0 + i
Swerraiand P a . N B
Austris - - - - - - - -
Oitrwer Europe - - . . - . . -
Total abowe 21851 5505 468.5 578.7 5573 43715 ¥ 21
Oihae and slock Change 2.4 4G4 45.2 44,9 859 a4 4 * -4
‘Wiarld total 23576 ] §13.7 Lrai BE32 4819 L)

Source: Metals Foous; World Gold Councd

Gobd Demand Trends | Flst quarter 2004 Fi]



Table 7; Total bar and coin demand in selected countries (tonnes)

oz'1s

India 1568 409 ary ET0 i 280 L 1]

Fakistan 145 a1 38 37 40 34 s n

5ei Lanks - - - -

Greater China Hii &1.2 433 B4.3 2.3 3.7 + 4
China 2033 £3.1 a14 3.3 50.3 &1.49 + &
Harg Kang LB o4 03 0.5 03 o4 ¥ -3
Tawan 6.4 17 14 1.6 i 14 L b

Japan 16,2 32 =03 10.8 83 33 : ®

Indicersiy sy 208 57 4.5 4.6 53 8.2 L ]

Malay=a T3 25 1.6 1.7 1.6 1.6 L 1)

Singapan 5.5 16 1.2 L5 16 132 L E

South Eores .8 1.7 13 2.2 24 1.2 ¥ 26

Thailand .0 - 1] 164 0.6 X8 x4 + 16

ViHinam 478 144 (¥ ] nE 1.1 15 + .

Middle Exst 624 239 14.5 131 g 229 L
Smudi Arabia 16.2 a8 32 34 aa aa L)
LM BT 23 23 1L.E .8 5 4 a5
Kl 0.6 oz o2 0.2 0z 0.2 ¥ a7
Egwpt 48 1.1 12 1.4 1.2 oK} + a2
Iram 30 14.2 70 5E a 4.9 + &
QuFspr Midcle East 2.6 na 0.6 0.6 ne 06 ¥ -7

Trkary ] 6.2 4.5 8.3 4.2 .0 + B

Russia 48 1.3 13 1.2 11 1.0 L

Amaricas Ta.0 134 136 T 154 20.2 +* B
Urated States HE 118 123 .8 1] gl + 66
Canada .9 o7 as LE:] os 1.0 + a2
Maxin 2.2 L] o4 7 ne 08 # 4
Brazil 14 o4 0.4 0.4 04 a3 L)

Eurcps ox CIS 2220 £8.1 453 E9.9 568 5E.4 <+ 0
Framce 1B 10 -3 04 oS o8 L]
Geemary 160 304 231 3.2 nry i + i
Itady 5 a . 5 a a . =
Ty i 3 : s £
Urated Kirgdom 8.4 | 18 27 28 32 + 8
Swsnneriand 49.2 136 10.7 13.3 1.6 12.7 L
AusIria 2.2 30 25 N 32 P2 L |
Cither Eurcpa 337 o 76 8.7 8a T.7 » i

Total abows 9946 2492 199.4 2E3S 2621 LR <+ 0

Othae and glock Change 0.3 30 5.8 2.6 g 5.1 + N

‘Warld total 1,038 2622 2083 P 277 26349 + i

Source: Metals Foous; World Gold Councd
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Table 8: Consumer demand in selected countries (tonnes)

0215

india BE4.3 1917 1648 724 2406 1185 + an
Fakisian anE B4 8.3 96 05 5.4 + 13
Sri Lanka 6.5 17 2.0 1.3 1.7 1.5 [ Y
Greater China 1,023.0 2029 2343 280.3 266.4 2653 +
China SRET %4 2106 3329 1318 2413 ¥ a2
Heng Keng 528 140 108 14.2 139 0.6 + -m
Tsiwan 13.4 18 24 332 az 34 + &
Japan 318 0.0 36 15,2 1.0 %] + =300
e 5 58.0 17.8 130 14.0 14,3 16.1 L
Malayzia 5.7 5.3 a2 T 15 a7 + m
&ng.l.p-uln- gl &0 35 45 4.7 4.5 L ]
South Kores 216 5.3 4.2 59 6.2 5.2 + 3
Thailand 80.2 234 183 B M8 257 + 2
ViHnam B34 183 145 15,0 15.0 6.2 L I ]
Middie Esst 2027 86.9 722 ga.1 645 79.3 LI
Suddi Arabia B6.3 221 220 19.9 223 101 L T
LIagE B0l 9.2 L] 1n.E 1za 6.5 L T
Kt 13.6 39 3.3 25 39 33 + a5
Egyot a3 (Y] i 133 B4 -1 L
Iram 67.3 73z 143 172 126 4.7 + 7
Dirver Migdie East 22.3 8.1 5.4 44 a3 72 + a7
Turkey 24 ] 181 2.2 182 126 L T
Russa 459 R 3 137 1.4 a.7 ¥ B
Amaricas 48,5 459 526 70.9 781 53.0 + 6
Urited States 1913 334 380 573 622 a4 + n
Canada 171 34 40 A6 6.1 36 * 6
Flaxien 18.6 45 4.5 5.0 4.7 4.7 5 d
Brasi 21.3 41 8 5.0 (1) 14 R )
Eulq)quﬂla z88.1 ma 598 T 4.7 T . o
Frares 152 38 23 73 68 35 + 7
Cesmarry 1264 27 283 3.4 36.9 1248 +
Ieady 18.0 25 36 2B 8.0 24 L I
Sown 8.3 18 21 1.9 25 19 + 3
Urited Kirggdom 353 &0 &0 TE 6.8 72 + 2
Swaeniraeiand 49.3 136 10.7 13.3 1.8 12.7 +* “F
Austria 12.2 30 25 3.5 32 29 L
Otfwer Eurcpe 337 77 75 8.7 [T 17 3 0
Total abowe 3.189.7 TE8.8 B67.8 BE1.E ELGB.4 BHE.3 e
Diher and siock changs .y 494 511 54.7 6.5 9.6 * 0
World total 34214 849.1 a0 81T 8369 75D + i1

Source: Metals Foous; World Gold Councd

Gobd Demand Trends | Flst quarter 2004
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Table 9: Indian supply estimates (tonnes)

o315
Supply

Gross bulion imparts 1.066.0 2402 2368 [T ] 2760 1614 + -ap

of which doré’ 270 386 567 673 66.5 3443 + ap
Hea bullcn imports 2136 TH0.2 20249 629 anE 1344 + -39
Scrap 802 180 0 8.2 0.0 4.0 + .22
Domasiic supply from gthar scurcas” a7 24 25 2.2 21 33 + 38
Total supply® 1000 08 2204 833 2407 1517 + 37

1 Voluma of hne gold mstecsal contained in the dond.

2 Domestic supply Irom local mine producton, reccwery Trom imperted copper concentrates and disrns bmant,

3 This supply can be cordurmnd acreas tw (heon apciors — ppwellary, imsasiment and Technolegy, Cofmasquanthy, 1 16080 supgly figuts in e Lable will
not acd 1o jewellery plus investment demand for india

Sounze: batale Focus: Workd Gold Coungl

Table 10: Top 10 physically-backed gold ETFs by AuM in tonnes

Haldings

s af and

Country March
L SFDR Geld Shams Lirntd S1A085 £19.3 + n
2 iShanes Gold T Urited Stales 186.3 * 1
k] ZKB Goad ETF Switzesland 1ar.? L |
4 ETFS Proysical Gold Lrtad Kengdom kR ] i I
5 Badd Bullion Securited Urited Kingdom 82.3 *+ B
[} Source Physacal Gold Ursted Kingdom 7.7 * B
7 Hartri- Gold Gy 0.7 $ 28
i ] Sonedt Physecal Gold Trusd Ui S1ates 548 + 39
: ] Cendral Fund of Canada Lid Canada 527 + 0
] Juliss Baar Physical Gold Fund Swenipeiand 44.2 & D
Global total 19743 * 12

Source: Respective ETP peoviders; Blocmbesge ICE Barchmark Adminsgraton; Werld Gold Counci

Table 11: Physically-backed gold ETF AuM by region in tonnes

Q16

wa 0195

fonnage

change
Herth Amaiics 1.068.6 1.0dd.8 10123 8559 1.186.9 + B3 +
Europe 2.0 HIBE 5838 &T0.2 Ea0.5 +  MA + 12
Aga 43,3 410 438 46,0 =1 + g + %
Orher 40.6 370 301 348.4 428 + 22 4+ b
Global total 1,754, 6 1,741.5 1,678.1 16105 1.870.3 + 2087 + 12

Source: Respoctive ETP providers; Bloombesg: ICE Benchmari Administmbon; World Gofd Councd

Gobd Demand Trends | Flst quarter 2004 4



Table 12: Top 40 reported official geld holdings [as at March 2016)

T e s 5 o Piviaind e o P

1 United Statas 81336 Th% 1 Varsuals T8 6%
2 Germany 33810 B559% Fr3 Karakhstan 2283 n%
3 IMF T = 23 Balguim 2274 T
i Ity LN 8% 2d Frilippinas 186.8 10%
5 Franci: 24387 BE3% 28 Algona 176 L
& China 17975 2% 26 Thailand 152.4 3%
7 Russia 1.460.4 16% i Sngapany 1274 2%
8 ‘Sananzorland 1,040.0 M B Swwedan 1267 4%
9 e 7652 2% F South Adnca 1253 W%
10 Heshadands 612.5 1% an Mimico 1211 a%
mn India BELT 5% n Lty 1N6E 5%
12 ECB 504 B 2% EF Greace mey £9%
13 Tiatkiry 4783 17% a3 BIS 0.0 v
14 Taiwean 2227 4% 34 Koroa 1044 1%
15 Pedtugal |2 1% 5 Roimuirsi 1037 10%
16 ‘Baudh Arshia Jr2e % a6 Padand oz.e a%
17 United Kingdom 3103 9% 37 Irag B9B 1%
a Labangn 1666 3% kL Austiala T 6%
19 Spain 2816 1'% i3 Kirwvast TR %
20 Ausira 2800 A5 40 Indcnpsa A EL

Fer wdprmaton on ths maghoaology Dahing the caca, a5 will &8 foomraies Iof spacihic Counimes, plakss Soe our 1abia of Lasest World Qfficial Gold Resenms,
&1 Mg ol ooguipovernmaal-afla pold-reserves

Souirc: IMF IFS; Wioekd Gotd Council

Table 13: Historical data for gold demand

Tenmis
Tatal bar and coin ETFs and

Jeveellery Irvestment similar® Technology Central banks Total
2006 2,304 418 et any <3654 3054 2
2007 4149 4375 1506 777 4838 31160
2008 2,306.2 9ty 260 4647 2354 37183
2009 18163 8323 G445 4144 =334 36740
00 L0518 1.201.2 4708 AG0S 9.2 4.313.7
2011 2,008 1409 236.9 4285 4808 4.7F8
2002 pAKLT 12878 065 1814 653 4,585 1
2013 1ETEH 1.705.1 <140 3560 6238 44408
2044 24820 1.005.6 -183.6 J4B5 5839 4,264
2018 2,307 8 10338 1383 3338 B3 41831
o7 SE9S T3 -F8.0 866 157.2 1.033.5
o3'1 5915 2223 -40.9 BAS 1T 1.038.3
a1 BAGD 261.8 8-} 454 1334 10787
aris E96.9 1522 ZHE 8313 nia 1.070.4.
Q16 5137 2053 23.0 B35 1272 B06.7
0318 B33 28357 B34 iR 1678 1,104.F
Q415 632 T -ETE B4 1568 1113
arie A58 2639 JELT Bg 1084 1.260.8

*For & listing of the Exchange Traded Funds and smilar products, please sea the Mates m:bﬁmﬁm:
Saunze: hetals Fotus! GFMS, Thomdon Reutsrs ! Weeld Gosd Councd
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Notes and definitions

All statistics (excapt 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 (1 2010 and 04 2013 iz a
synthesis of Metals Foous and GFMS, Thomson Reuwters
data, which was created using relatively simple statstical
techniques. For more information an this process, plaase
spe Creating 4 consistent data senas by Dr James Abday
(httpiewa gold orgdsupoly-and-demand/gold-
damand-trends/back-ssues/gold-demand-rrends-q -

Definitions

Central banks and other institutions

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

Consumer demand

The sum of jewellary consumption and fotal bar and con
ANvEstment oceuring within a country i.@. the amount (in
fine weight) of gold purchased directly by individuals.

Electronics

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

Dentistry

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

ETFs and similar products

Exchange Traded Funds and similar preducts including,
but nat limited to: SPDR Gold Shares, iShares Gobd Trust,
ZKB Gold ETF, ETFS Physical Gold/Jerseay, Gold Bullian
Securities Ltd, Central Fund of Canada Ltd, Xetra-Gold,
Julius Baer Precious Metals Fund - JB Physical Gold
Fund, Source Physical Gold P-ETC, Sprott Physical Gold
Trust. Over tima, new products may be included whan

appropriate. Gold holdings are as reported by the ETF/ETC

issuers and where data is unavailable koldings have baen
caloulated using repored AUM numbers,

Gobd Demand Trends | First quarter 2004

Fabrication
Fabrication i the first wransformation of gold bullicn into &
semi-finished or finished product.

Gold demand
The total of jewellery fabncation, technology, fotal bar and
cain demand and dermand for ETF: and similar proaucts.

Jeweallery

End-user demand for all newly-maede carat jewellery and
gold watches, whather plain godd or combined with other
miaterials. Excluded are: second-hand jewellery; other
metals plated with gold; coins and bars used as jgwellery;
and purchases funded by the trading-in of existing carat
gald pewellery.

Jewellery fabrication

Frgures for jawellery fabrication = the first transformation
of gold bullion into semi-finished or finished jewellery - are
ircluded in Table 4. Differs from pewellery consumption as
it excludes the impact of imports/exports and stocking/de-
stocking by manufacturers and distnbutors.

LEMA Gold price PM

Uniless otherwise specified, gold price values from

20 March 2015 are based on the LBMA Gold price P
administered by ICE Benchmark Administration (|BA),
with prior values being based on the Landon PM Fix,

London PM Fix

Linless otherwise specified, gold price values prior to

20 March 2015 are based on tha Landon PM Fix, with
subsequent values being based on the LEMA Gold price
P\ administerad by ICE Banchmark Admanistration (IBA).

Medals/imitation eoin

Fabrication of gald coins without a face value, praduced
by both private and national mints, India dominates this
categary with, on average, around 90% of the total.
‘Medallion’ is the name given 1@ unofficial coins in India.
Medals of at least 39% purty, wwas and lumps sold in
small guantities ang also included.

Mine production

The volume fin fing weight) of gald mined globally,
This includes an estimate for gold produced as a result
of artisanal and small scale mining (ASM), which is
largety informal.

i)



Met producer hedging

This rmeasures the impact in the physical market of

mining companies’ gold forward sales, loans and options
positons. 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 cut hedged positions = has the opposite
impact and will reduce the amount of gold available o the
roarket in any given quarter.

Official coin demand

Imeastment by indnidueals in gold bullion caing. It egquates
to the fabrication by national mints of coins which are,

of have bean, legal tender in the country of issue. It is
rmeasured at the country of consumption rather than at the
country of arigin (for example, the Perth Mint in Australsa,
sells the majority of the eoins it produces throwgh its global
distributian networkl and is measured on a net basis. In
practice it incledes the initial sale of many coins destined
ultimately to be considered as numismatic rather than
bullion.

Other industrial

Gold used in the production of compounds, such as

Gold Potassium Cyanida, for electro-plating in industrial
applications as well as in the production of gold-plated
jewellary and other decorative items such as gold thread.
India accounts for the bulk of demand in this category.

Over-the-counter

Ower-the-counter (OTC) transactions (also refered 1o as
‘off exchange trading) take place directly between two
partes, unhke exchange trading which is conducted via
an exchange.

Physical bar demand

Irmwestment by indniduals in small (1kg and below)

gald bars in a form widely acoepted in the Countries
represented within Gold Demand Trands. This also
includes, where identifiable, gold bought and stored via
onling vendors. It is measured as net purchases.

Gobd Demand Trends | Flst quarter 2004

Recycled gold

Gold sourced fram fabncated products that have been

soid or made ready for sale, which is refined back into
bullion. This specifically refers to gold sold for cash. |t does
nat include gald traded-in for other gold products ifor
axample, by consumers at jewellery stores) or process
scrap (warking gold that mever becomes part of a
fabricated product but instead returns as scrap 1o a refinar).
Thie vast majority — around 90% - of recyeled gold is
hegh-walue gold (largely jewellery) and the remaindear is
gald recovered from industrial waste, including laptops,
miohile phones, circuit boards atc. For more detail on
recyeling, refer to The Ups and Downs of Gold Recyeling,
Boston Consulting Group and World Gold Council,
March 2015 (wiww.goldorg/supply-and-demand).

Surplus/deficit

This is the difference between total supply and gold
devniand. Partly a statistical rasidual, this numbsar also
captures demand in the OTC market and changes to
imvantories on commaodity exchanges, with an additional
contrbution from changes to fabrication iImentones.

Technology

This captures all gold used in the fabrication of electronics,
dental, medical, decorative and ather technological
applications, with electronics representing the largest
component of this category. It includes gold destined for
plating jewoellery.

Tonne (Meatric)

1,000 kg ar 32151 troy oz of fing gald,

Total bar and coin investment
The total of physical bar demand, official coin demand and
damand far medalsfmitation o,

Total supply
The total of mune produchon, met producer hedging and
recyeling.
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Copyright and ather rights
& 2016 World Gold Council. All rights reserved. Wiorkd Gold Council and the
Circly diwicd ang 1racemaris of tha Werld Geld Council o ns athilisnes

SOCUNTHS of irsestments, including without imiation, any advon h:-lhu efect
'IM[!"&'M"I‘-I‘I.G 1 . DO Tt vy of

Al refprerces bo LEMA Gold Price have been prosnded for i |
B caly, ICE Banch i 1 it iy babiby ar
rasponsidity for the sccuracy of the prces or the undarkyping product %o which
thix prices may ba reforenced.
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The use of the statistics in thes epo & permetied for the purposes of resew
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peaclion, subgct 16 this lollowing 1wa pra-conditiona: (5 onky limiled

v of th respactve

| Sibusataces of & prosg [ L b irpes nqﬂd.u‘n’
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Fial b mbsdi i talance oo any ol thi S1Elements: in this document. Bafom
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Aroem et Ti il et LR il thair indraidial i | s
and ci and camfuly thes risks sssocussd with such
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Withawurt limiting amy of the foregoing. i na event will the Wond Gold Councl
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afi ha it & This Sodufnant 8o, @ Ay drvis], thi Wiardd Gold Counil
and its affikates shall not bo kable {or any consequential, specal, punitive,
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O] ANy R DMant oF ofher acAoh with nEspelt 10 tha purchase, sala
o gthel Sspostion of ald. any gold relabed products &F biy other pioducts,
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arahysis ol Woeld Gold Coincil of th s3m1istics. ieailabla 10 8, ABSumMpLons.
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Hor goid and the international gold markets are subject to substantial nsks
which inCroass 1he unoianTy rfaing in the Tatwand-looking S1aemants.

lin Bight al the significant urcerksingss inhanent in the forweed-laoking
indgrmaition inciuded hansin, tha incdlusion of such mdormation should not ba
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looiking statements will b achieved.
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whathes as a result of nawe information, future evants or otheswisa, and wa
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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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