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Jewellery Hit by high  gold p rices, annual jewellery demand  fell to a seven -year low of 2,041.6t.  World total 2,388.6  2,041.6  -15% India 662.3514.0 -22% China753.4629.0 -17% Tonnes 2015 2016 YoY Indian annual jewellery demand  ended 2016 down 22% after a year of upheaval in the gold industry Chinese jewellery  demand decl ined further from its 2013 peak tight supply cond itions constrained the market in Q4The usual  seasonal  Q4 lift in global  jewellery  demand was augmented by  a sharp fall in the gold price towards  the end of the year:  26% growth  was the strongest  Q4 q -o -q rise for 10 years A 5% drop in Q4 (to 622.0t) set the seal on a difficu lt year for go ld jewellery: full  -year demand was down by 15%. Most markets saw losses, with ju st one or two  exceptions. India and China – the two largest markets –  together accounted for almost 80% of the 347.0t  decline in full  -year demand. India saw the biggest decline: the market  faced challenges on several fronts . High gold p rice helped push global  jewellery demand to seven -year low Tonnes Weakness in Ind ia and  China 3,500 3,000 explained 273t of the 347t drop in annual global jewellery demand in  2016.  



  
Circumstances  in India du ring 2016 created a very challenging environment in which to collect accu rate data on go ld demand. In Q1 , the nationwide jewellers’ s trike effectively shu t down the gold indus try. Fu rther d ifficul ties arose when  the government’s  clampdown on  undeclared income –  which reached its  pinnacle in Q4 with the demonetisation policy – drove an element of gold demand in to the shadier grey market. Should fu rther information regarding demand  come to light, we wil l rev ise the data accordingly. October fest ival demand and a timely price dip l ifted jewellery  demand, before a liquidi ty squeeze kicked in. The steep drop in the gold price, which coincided with the fes tival o f Dussehra, supported go ld demand in the first two weeks of October. Lower prices also added lu stre to the key go ld -buying occas ion of Diwali . Then came the government’s shock withdrawal of high  -denomination (Rs500 and Rs1000) banknotes. The announcement on 8th  November caugh t the market off -guard. Demand  spiked in the few days  immed iately following the move. In a frantic bid to exchange now -obso lete banknotes, consumers rushed to  buy gold: this pushed the local price to a premium over the global  spot p rice. For many, go ld had become the preferred rou te to channel their unaccounted wealth;  prices for these ‘grey market’ transactions were reportedly as h igh as Rs50,000/10g , compared with a market price of Rs31 ,000/10g 1. This rush d rained retailers of their stocks, before a severe liquidi ty squeeze took ho ld. Local Indian gold prices remain in discount  US$/oz 20 Demand for gold  spiked in the immediate wake o f demonetisation, which pushed the local price to a premium. Bu t it was short -10 l ived: the p rice moved  back into discount as the cash squeeze took hold. 0 -10  -20 -30 -40 -50 Dec 2015  Jan  2016 Feb 2016  Mar 2016 Apr 2016 May 2016 Jun  2016 Jul 2016 Aug 2016 Sep 2016 Oct 2016 Nov 2016 Dec 2016 Source:  National Commodity & Derivatives Exchange Ltd; World Go ld Council Rural  commun ities were hardest  hit by the cash  crunch, but the effect is l ikely to be temporary; healthy  incomes from the good monsoon  should support gold demand going forward. Demand  from the cash  -reliant rural population fell  sharply as l iquid ity d ried up. And no t jus t for gold.  Sales of two -wheelers in November and December were down by  6% and 22% respectively. Mahindra and Mah indra repo rted a 23% fall in November tractor sales . But  this is a temporary phenomenon. As the invalid  currency is returned, via bank deposits , to the financial system and g radually replaced with  new Rs500 and Rs2,000 notes, liquidi ty wil l improve. The latest 
monsoon was good and rural incomes  correspond ingly  healthy: this is pos itive for gold demand. The number o f d igital transactions should s tart  to creep higher on the government’s  push to increase transparency in the go ld market. This may already be tak ing effect: national jewellery  chain  stores outperformed smaller, independent stores  during the quarter. Demand was muted during the first few weeks o f 2017 as the industry awaited the government’s 1s t February budget , fo r confirmation of custom duty for gold and the GST rate to be imposed later this year. Once these details are con firmed , we expect healthy  levels of pent -up demand  – and re -stock ing by the trade –  to support the market.  



  
China Disappo inting holiday sales contribu ted to a 13% yoy decl ine in Q4 jewellery demand  in China. Despite the fall in the gold price,  gold jewellery demand fell far short o f expectations  during October’s ‘Golden  Week’ national holiday. We have prev iously highligh ted that younger Chinese, in part icular, prefer to spend their income on experiences such as  travel , rather than on material  things, including  gold jewellery. And  that trend certainly seemed to play out in October: as the number of domestic tourists soared from the prev ious year, sales of gold jewellery slumped . Sentiment rallied in December, but  consumer demand and trade stockbuilding were constrained by tight supply. Towards  the end of the year, as the lunar New Year loomed closer, demand recovered. Sentiment  improved  as the outcome of the US elect ion cleared a key element of uncertainty from the market.  Consumer interes t picked up , sparked  by lower prices . Retailers, op timistic for strong demand during the lateJanuary Chinese New Year festiv ities, p laced chunky  orders  with manufacturers . The uptick in demand sparked a surge in imports . These flows were no t, however, sufficien t to quench demand . A tightening o f currency con trols l imited  the amount  of RMB banks could send overseas, which in turn affected the quanti ty of gold some importers could  bring into the coun try. 2 This fal l in imports  reduced the vo lume of gold avai lable on the domestic market. The simultaneous rise in demand  for jewellery, bars and coins  caused a steep jump in  the local premium on gold vs the global spot price, to almost US$50 /oz. Conditions stayed t ight  in the opening weeks of 2017 , ahead of Ch inese New Year. And while h igher premiums may have triggered recycling  activity in recent weeks, the t rade may need to rebuild stocks  throughout Q1,  given December’s sharp rundown of inventories . Other Asia A modes t recovery in  demand after the Q4 p rice dip  did no t match the declines caused by h igher average prices earlier in the year. Japan  was the only country of the smaller As ian markets where jewellery demand g rew in 2016, albeit  by ju st 2%. A s light  improvemen t in domestic consumption was partially  offset by waning tourist  demand. Vietnamese demand was broadly  stable in 2016, inch ing down to 15 .4t from 15 .6t in  2015. A relatively low inflat ion environment, coupled  with fairly healthy economic growth , underpinned jewellery demand, wh ich has steadily  recovered from the 2012 low of 10.5t . Middle Eas t & T urkey  Annual jewellery demand in  Turkey, further weakened  by high local prices and fragile consumer sentimen t in Q4 , reached a low of 40.0t.  Turkish consumers largely missed out  
on lower gold prices in October as un favourable currency rates offset  the drop in  the US$  price. The challenging economic and po litical environment weighed further on consumer sentimen t. This  was  reflected  in a 15% yoy  decline in Q4 demand . Lower o il prices, combined  with a range of marketspecific issues, affected  demand across  the Middle East: 2016 regional demand  slowed 16% to a new low of 193.1t, despi te growth in  Iran. Low oil prices, weak  touris t demand and salary cuts undermined gold demand in the UAE, which fell to a 19year low of 43.0t . Egypt’s  currency  cris is helped d rive demand down by  33% to a new low of 25.5t. Iran bucked the trend:  15% growth in Q4 helped push annual demand  up to 41.0t. T he improving domestic economy prov ided a suppo rt ive environment. The West  The mild upward trend in US jewellery consumption came to an  end in 2016: demand slipped 1% to 118 .3t on  weakness in the second half of the year.  US consumers  were more tentative in their demand for gold jewellery in the clo sing months of 2016 . We did see the usual seasonal sp ike in Q4 gold demand , up 69% from Q3  on holidayseason buying. But this was d isrupted by  the November Presidential elect ion, which  gripped the nation and created an uncertain environment fo r many consumers. Q4  and  fu llyear demand in Europe followed similar patterns: France and the UK underperfo rmed  broad  stabil ity elsewhere. In France, 2016 jewellery demand softened by 4% as  consumer confidence was undermined by security concerns  



  
and increas ingly  divergent domestic poli tics. In the UK,  the tentative gains  made since 2012 came to a halt.  Pos t-Brexit uncertainty  and pessimism affected consumers ; 04 demand  fell5% to 12.2t, leading to a 3% drop in  annual demand to   



  
Investment Investment  demand was up 70%,  reach ing its highes t level since 2012. Annual E TF in ows were the strongest since 2009;  global bar and coin demand  was  broad ly stable. T onnes 2015 2016 YoY After th ree success ive quarters  of ETF inflows, President Trump’s  conciliatory acceptance speech and the FOMC’s interest rate decision triggered outflows in Q4Retai l investors’ posit ive response to the price fall in October and  November pushed Q4 bar and coin  demand to i ts highest quarterly level since Q2 2013 Investment 918 .7 1,561 .1 70% Bar & Coin 1,047 .0 1,029 .2 -2% India 194.9  161.6 -17% China 228.1 284.6 25%Gold -backed ETFs -128 .3 531.9  - China boosted global demand, whilst  India was  disrupted  by the shock  demonetisat ion prog ramme Exchange -traded funds Annual  2016 demand for gold -backed  ETFs  and similar products was the second  highest  on record at 532t, despi te Q4 profit -taking. Investment  started the year s trongly , slowing sl ightly in the second  half, before ending the year with a bout o f profit  -tak ing, especially in the US -listed funds. Strong annual gold -backed  ETF inflows were tempered by  net  outflows in Q4  Tonnes US$/oz 250  1,400 200 1,350 150 1 ,300 100  1,250 50 1,200 0 1,150 -50 -100-150  2016 was the second  bes t year on  record, jus t behind  2009. Inflows total led  532t.  Jan  2016Mar 2016 May 2016Jul  2016Sep 2016Nov 2016  1,100 1 ,050 1,000  



  
There was an abrupt turnaround in  November, with Q4  outflows  totall ing 193.1t. T he turning point  was  the US election . Global market reactions to  the election outcome surprised most analysts. Not only did the result remove a significant element of uncertainty among inves tors, but  Trump’s g rowth -boos ting rheto ric increased  US interest  rate expectat ions and  pushed the US dollar h igher. This  triggered  profi t -taking  among some investo rs , and a sharp  correct ion in the gold price:  gold fell to a low of US$1,126 /oz in December. US -lis ted products accounted for 158t  of the Q4 outflows, much of wh ich (125.8t) came from the dominant GLD.  In  con tras t, mainland  European  investo rs  were more steadfast  in their posit ions. Of the 28t of outflows from European -based ETFs in Q4 , over 26t were from UK -based products. Conditions in Europe remain unsett led and investors’ eyes are fi rmly fixed on  the risks  ahead. Populism across Europe has supported the rise o f more extreme political views, with the far -right garnering strong support in several countries. An  Ip sos MORI poll shows that nations in  Europe are generally very  disenfranchised : in France, 89% o f those surveyed were unhappy with  the direct ion 3 in which the coun try is going.  Histo rically  low in terest rates are s till  a major concern for investors in Eu rope, as are the indefinite real  -life consequences of Brexit. Sources confirm that investors in these markets  are sti ll looking  for opportunities to  build or add to s trategic positions. And the gold price d rop in the clo sing weeks of 2016 provided  a good opportunity for some to  do jus t that:  there were modest inflows into European -lis ted ETFs during  the fi rst few w eeks of 2017. Bars and coin s Annual bar and coin demand  was  1,029.2 t, dipping just 2% y -o -y. Demand was exceptionally soft up until  the fourth quarter, when investors  took  advantage of lower prices in October and November. Q4  was  the best quarter since Q2 2013. China had  a s trong finish to  the year. Q4 demand  ro se 86% y -o -y, pushing  annual  demand to 284.6t , the highest  level since 2013 . This was s ligh tly above the 5  -year average of 275t. Four facto rs  underpinned China’s strong finish. 1. Investor interes t was sparked in Q4, when  the gold  price fell from 288 yuan/g to 259  yuan/g. Having watched from the side -lines  as the gold p rice rallied earl ier in the year, October and November’s p rice fal ls proved to be buying oppo rtunit ies  fo r many.4 2. Emerging fears of a property bubble in Tier 1 and Tier 2 cit ies due to new restrictions on property purchases  further st imulated  demand for gold5  3. The depreciation of the yuan continued to p lay a role, especially for high -net worth indiv iduals. The 
yuan lost more than  7% again st the dollar over the course o f the year, with a sharp drop in Q4 . 4. Advance buying  – prior to  Chinese Lunar New Year on 28th January – drove further demand in Q4. The uptick in demand  co incided with tigh t supply due to restrict ive cross -border currency  controls. This pushed the local premium over the global  spot  price to a high o f US$48.6 /oz. on 15 th December. China’s bar and co in demand was i ts st rongest since 2013 [GRAPHIC APPEARS HERE]Tonnes 450 Ch inese bar and coin  demand has steadily increased over the past  3 400 350 300 250 200  150 100 50 0 years. It is  now above its 5 -year average 2010 2011 20122013201420152016 Total bar and coin  5 -year average Source: Metals  Focus;  GFMS, T homson Reuters; World Gold Council   



  
India’s gold market suffered in  2016. A raft of regu latory developmen ts, fragi le rural sen timent  fol lowing weak monsoons in  2014 and 2015, and the soaring gold price for most of the year, pushed bar and coin demand  down to its  lowest level s ince 2005. Q4 began positively in Ind ia. Demand was  good leading up to and during  Diwali. Rural  incomes had been boosted by a good monsoon –  the best in  three years – and the price drop in  October from Rs30 ,940/10g at the start o f the month to a low o f Rs29,710/10g was the opportunity many investors had been hop ing for. Fes tive sales were up  around 30% on the previous year, and most retai lers  expected th is momentum to continue through November and December. Bu t the shock  demonetisation announcement on 8th  November disrupted  the market . The frenetic rush to convert unaccounted money into gold boosted bar and coin demand in the immediate aftermath  of the announcement. But it  was  short l ived. The subsequen t cash  crunch rocked the market, with sales dropp ing sharply . Many of the factors that hung over India’s gold market  in 2016 look set to linger into 2017 . For deeper analys is of these facto rs , please see our recent publication India’s gold market : evolu tion & innovation 6. European  bar and coin demand stood at 196 t. Despite a fal l in demand -down 11% on 2015 – Europe remains the second largest bar and coin market in the world . Inves tor demand rebounded s trongly  in Q4, with Germany, Switzerland and Austria driving the gains. Seasonal  factors had an effect -there was a sharp pick up  in small gold bar sales  in Germany in the run up to Chris tmas, supported by  a s trong marketing push by Degussa. And  the spectre of negative interest  rates, the migrant crisis , and the fog of uncertainty surrounding  Brexit continued to  suppo rt  investment demand. But the primary catalys t was the price dip in October. There was a strong  consumer response, which coincided  with a drop in gross  selling by bu llion  investo rs , too. Demand  in the United States  reached 93.2t, i ts highest level s ince 2010. The atmosphere of uncertainty  created by global  monetary policies  and shifting expectat ions  for US interest rate rises supported demand in  H1. Demand in Q4  was  boosted  by investors who took advantage of the sharp price dip following  Trump’s November victory. This  was  coupled with  a healthy degree of interest from family offices motivated by the perceived threat of in flat ion. Bar and coin  demand in the Middle E ast  fell  to its lowest  level  on record:  just  18.1t . Weak currencies, high local prices and an oil  price -driven economic slowdown weighed on demand  across the region. There were some interesting country 
specific issues.  Iranian demand has suffered  because its  central bank has  not released any coins since early  2016. The market should  receive a boost later th is year, when new coins are expected  to be launched. These will  have secure packaging and a code to mon itor sales. In contrast , Turkish retail investment  demand rocketed  in Q4 fol lowing  President  Erdogan’s vocal support for gold and expectations of a weaker currency , which wil l boos t local gold prices. East Asian bar and coin demand fell  7% in 2016. Demand was weak throughout the year, as high  prices weighed  on demand. Thailand – the region ’s  largest  market  in 2016 – saw demand fall 11%. The second half of the year was particularly weak as  the nation  mourned the death o f i ts much -loved King Bhumibol . At 69.7 t, demand was at its lowest  level  since 2010.  One o f the bright spots  was Vietnam. While demand  was down 10% over the course of the year,  it was up 21% y -o -y in Q4. Investors rushed  to buy  gold as rumours that  the government would issue new denomination banknotes to  replace the ex isting VN Dong  swept around Ho Chi Minh City  and Hanoi. Despite government denials  7, the rumours were sufficient to  push demand  fo r the year up to 42.9t .  



  
albeit the lowest annual total since 2010 Central banks  and others 576 .5 383.6  -33% Net buying was stronges t in Q4 , when  central banks  accumulated over 114t despi te a s tronger US dollar Russia, Ch ina and Kazakhstan dominated purchases;  net  sales were again limited Cen tral  banks bought 383.6t on a net  basis in 2016,  33% lower than 2015. Quarterly net purchases  were stronges t at the start and end o f the year; Q4 saw the largest  net  addition to reserves  with demand  of 114.4t  (albei t 32% lower than the same period in 2015). Buying in 2016  was  led by Russia, China and Kazakhstan. Together they accounted for around 80% of the full  -year figure. Qatar jo ined the ranks of cen tral  banks adding to go ld ho ldings, increasing its reserves by a net 6. 8t between  January  and  October. A nd many, less active, central banks  maintain a firm interest  in go ld, as highlighted in our previous Go ld Demand Trends report. 8 But central bank buying has s lowed from the pace of recent  years, reco rd ing its lowest  annual level since 2010. Pu rchases were 32% down on the annual  average of 566.9t  recorded between 2011 and 2015. Purchases by  China, despite being one of the biggest  buyers during the year, slowed to a halt in November and December. And  several cen tral  banks have reduced their gold ho ldings: Venezuela (which is suffering a severe economic crisis), Azerbaijan , Argentina and Jordan all reported a drop in  reserves.9 The slowdown in purchases  and  increase in sales can be partly attributed to pressure on  FX reserves . Reserves management has become especially chal lenging. China is a noteworthy example,  hav ing seen its FX reserves  fall  by over US$300bn  ( -10%)10  over the course o f 2016. Other countries , such as Venezuela ( -13%) and  Jordan ( -13%),  have also  seen their reserves dwindle. Central bank net purchases slowed in 2016 Tonnes  700 600 500 400 300 200 2016 was  the 7th  consecutive year of net buying by central banks , but purchases slowed to 384t, 32% below the 5 -year average. 100 0 2010 2011 20122013201420152016 Central bank  net purchases  5 -year average (2011 -2015) Sou rce: Metals Focus GFMS, Thomson Reuters World Gold Council  



  
outweighed end -of -year recovery Technology  332.0 322.5 -3% Electronics 262.2 254 .5 -3% Annual demand  declined  in bo th the ‘other industrial’ and dental segments;  Q4 saw an  upturn in other industrial demand  Other Industrial 50.9 50.0 -2% Dentistry 18.9 18.0 -5% Despite an uptu rn  late in the year, annual  demand for gold  in technology fel l 3% in  2016, from 332.0t  to 322 .5t. Q1 weakness, caused by g lobal economic uncertainty , higher gold prices  and subs titu tion, squeezed the full  year total . Q4 was a bright spot, though : quarterly demand hi t its  highest  level since Q2 2015. Electronics Gold used in  electronics rose 4% y -o -y to 66 .9t in  Q4, boos ted by increased  demand for gold bonding wire and  Printed  Circuit  Boards (PCBs). While demand slowed  in the LED and  wireless  sectors, rampant growth  in the go ld bonding wire and PCB industries l ifted  the quarterly total to pos itive territo ry.  Gold bonding  wire benefited hugely from more widesp read use of fingerprint and iris senso rs . The lates t smartphone models  released by Samsung  and  Huawei use biometric data from eye scanning to enhance security and are widely regarded as industry  trend  setters. As a result, sensor makers  in main land Ch ina, Taiwan  and  Sou th Korea were operating at full capaci ty and have since increased bo th prices and lead time to meet demand. Gold used in PCBs grew in line with increased smartphone shipments  in Q4. The impact  of the growth in High  Density Interconnects (HDIs), which reduce the volume o f gold used  in PCBs, was outweighed  by the growth in shipments. Demand from the LE D and  wireless industries paled in  comparison. Increasingly, L ED manufacturers are adopting more advanced  packaging technology in vehicle l ighting. Chip Scale Packaging (CSP), which  can more easily w ithstand a v ibrating env ironment, has  size reduction and cost saving advantages. This  min iaturisation reduced go ld volumes. The wireless sector, on the other hand, slowed  down largely due to seasonal factors. More new uses  of gold are being uncovered. Researchers from the Israel  In stitute of Techno logy have developed sensors made from gold nanoparticles, which can be used to  identify d ifferen t diseases from a simple breath  test. 11 Varying amounts of 13 vo latile organic compounds are present in il lnesses such as lung cancer and Parkin son ’s disease. The Inst itute’s sensors  could iden tify the specific disease 86% of the time after allowing for factors such as age and gender. Although no t yet accurate enough for use in  real -life diagnoses , there is genuine poten tial for this new technology  to be an efficient, non -invasive way o f detecting  early -stage disease.  



  
renewed in terest in exploration Total supply  4,363.1  4,570.8  5% Mine production 3 ,233.0 3 ,236.0 0% Net p roducer hedging 13.5  26.3 95% Recycled gold 1,116.5 1,308.5 17% Full year net p roducer hedging doub led to 26 .3t Recycling rose 17% in 2016 as consumers  responded [GRAPHIC APPEARS HE RE]to the h igher price Mine production Mined  gold totalled 3,236t in 2016,  virtually  unchanged from 2015 . Production peaked in Q3, when  850.4t  was  brought  on to the market , before fal ling back to  810.9t  in Q4 ( -2% y -o -y). Indones ia saw the larges t gains in Q4 (more than 7t  y -o -y). This  was  due to the mining of higher -grade ore – something of a curren t industry t rend –  at  Grasberg, which p romises to boos t Indonesian production  further in  2017. Production in Suriname also  grew in Q4 (3t y  -o  -y ), as Newmont’s Merian mine began commercial p roduction in October. Russian Q4 production ( -6t y  -o -y) was h it by  flooding at  some of the largest operations, while production  in Mongolia fell by 5t y -o -y due to the mining of lower grade ore at  Oyu Tolgoi. The Q4  decline in Mali  ( -4t  y -o -y) was  part ly due to  a comparison with a high base quarter. Plateauing production is inev itable given indus try cost -cutting since 2013. Gold  miners recognise that the capital -intensive natu re of the industry is driven by  two key factors : the costs of ex tracting gold from the ground , and the costs  associated  with replacing those gold  reserves. Despite the need for strategic reserve levels to  be maintained, the pro ject  pipeline is considerably thinner and exploration budgets  were cut in recent  years. But 2016 signalled a renewed vigour fo r explorat ion;  increased project development may be around the corner. Higher local  gold  prices, coupled with  lower cos ts, allowed producers to reap higher marg ins. Coffers were boosted, prov iding  opportunities for a pick -up in brownfield and, to a lesser exten t, greenfield spending . In  November, a Moody’s report p redicted that  the higher average gold price in 2016  will  spur an increase in capital spending  over the coming year. 12 SNL Metals & Mining, in its recent Gold  Mined Supp ly Repo rt , also highlighted renewed in terest in exploration in the lat ter part o f 2016.13 Acacia Mining is a prime example;  it expects its 2017 greenfield budget to be around  15% higher than in 2016 14, with CE O Brad Gordon tel ling Reuters  15, “This  is part of our long -term strategy to invest  in explo ration when the rest of the industry  is walking away from that”.  



  
140 120 The recent jump in significant  exploration  announcements may signal a forthcoming rise in project  development. 2 ,000 1,800 1,600 100 1 ,400 1,200 80 1 ,000 60  800 40  600 400 20 200 0 0 200820092010201120122013201420152016 [GRAPHIC APPEARS HERE][GRAPHIC APPEARS HERE]Sign ificant  exploration  announcemen ts Gold Price (US$/oz, Mth.A vg, rhs) Note: A s ignificant explorat ion announcement refers to reported  drill resul ts which are flagged  as being of a certain value -based on grade, interval wid th and the yearly nominal metal  prices. Source: SNL  Metals & Mining ICE Benchmark  Admin istration? World Gold Council  Increased  exp loration is unl ikely to  affect mine production anytime soon. A greater focus  on project developmen t is unders tandable. Large -scale discoveries of gold  are becoming rarer.16  But  the gold  price wil l continue to dictate the speed of this development. What’s more, given the long lead times involved,  it is  unlikely that new discoveries  or major project developments wil l significant ly impact annual production for the foreseeab le future. Net p roducer hedging 2016  saw a near -doubling of annual net producer hedging, to 26.3t from 13.5t. Gold producers, who have struggled with the fal ling gold p rice in recent  years, saw an opportunity to secure cash flow at  higher prices. The first and second halves of the year were polar opposites . In  the first half, net hedging was a feature of the market  (70.4t), as strong price gains – around  25% by mid -year – prompted some miners to act.  Currency  movements  had driven the go ld price up to  record levels in  some key producer currencies. Bu t in the second half of the year the price strugg led to ho ld onto these gains , leading to  a sh ift in tone with  producers less keen  to hedge in a falling price environment. Net de -hedging (of 44.1t) was a feature of Q3 and Q4. Recycled go ld The growth  in recycling in 2016, up 17% from 1,116.5t to 1,308 .5t, was concentrated  in the first three quarters. At i ts peak, gold was  almost  30% from end -2015  levels? these higher prices created an environment in which  recycling thrived. 2012 2011  2013 Annual recycling  cl imbed 17% in 2016 fuel led by the rise in the gold price.  2014 2016 2010 2015  2009 2008 2007 2006  2005 1996 2003 1999  2001 20021998  



  
Source: Metals Focus ; GFMS, Thomson Reuters;  World Gold  Council In Western  markets, Q4 recycling volumes were 4% h igher than Q4 2015, but  10% lower than Q3 2016. The lower price in Q4 dented  US recycl ing. But European recycling levels were healthier as a weaker euro supported the local gold price. The available pool of nearmarket supplies  was  also a factor, with some European markets, such as  Spain  and  Italy, having  a g reater volume of available stock  to recycle. The Middle East saw a reg ional rise of 28% in Q4, predominantly due to Egyp t, where currency weakness encouraged  consumers to  sell back. Turkey was a key  exception, both reg ionally  and  globally: recycling fel l in Q4  on the back of a rallying cry by President Erdogan  fo r Tu rks to forgo holding foreign currencies in favour of gold or the li ra. Recycling in India was h it by  the government’s shock demonetisation announcemen t, fal ling 36% yoy and 67% qoq in Q4. The liquidi ty crunch affected jewellers, who  struggled  to obtain cash  to purchase gold  from consumers, block ing a key recycling channel and resulting in a su rge in  gold forgo ld exchange. In E ast  Asia, Q4 recycling was up 7% yoy, bu t down 44% from Q3 as the focus switched  to buy ing gold ahead  of the Chinese New Year (28th January).  



  
Footnotes  
1. Read more:  http ://indianexpress.com/article/business/businessothers/  
demonetisation jewellersunderi tscannerforsubrs2 lakhsplitofsales4375907/   
2. Read more:  http s://www.ft .com/content /c9 f7d320dee711e69d7cbe108 f1c1dce  
3. Read more:  http s://www.ipsos .com/si tes/defau lt/files/201612/  
Europe_in_2016 .pdf  
4. For background info rmation on the consumer response to October’s  price dip, please see Gold Demand Trends, Third   
quarter 2016:  Focus:  Q4 update – impact of prices  on consumer demand  http: //www.go ld.org/supplyanddemand/  
golddemandtrends/   
back issues/   
golddemandtrendsq32016/   
focusq4consumerdemand.  
5. For a defin ition of Tier 1 and 2 cities, refer to  the glossary  of ‘China: p rogress  and  prospects  
http://www.gold .org/supplyanddemand/   
chinasgo ldmarketprogressprospects’,  
World Gold Council, Apri l 2014   
6. Read more:  http ://www.gold.org/research/ indiagoldmarket  
7. Read more:  http ://v ietnamnews.vn/economy/347555/ministryofpub licsecu ri tytotracedemonetisationrumourmonger.  
html#YOiCxyyu44gUjjod.97   
8. Read more:  http ://www.gold.org/supplyanddemand/  
golddemandtrends/   
back issues/   
golddemandtrendsq32016/   
centralbanks  
9. For Jordan: data is to endOctober;  
for Venezuela: data is to endSeptember.  
10. T o endNovember.  
11. Read more:  https://www.engadget .com/2016/12 /29/s imp leb reathtestcandetectcancerand16otherdiseases/  
12. Read more:  https://www.moodys.com/research/MoodysGoldminerstoinvestmorein2017makingprojectPR_  
358521?  
WT.mc_id=AM%7eRmluYW56ZW4ubmV0X1JTQl9SYXRpbmdzX05ld3NfTm9fVHJhbnNsYXRpb25z%7e20161123_PR_358521  
13. Go ld Mined Supply December 2016: Shortterm  
plans , shortsighted  
benefi ts, SNL Metals & Mining, December 2016  
14. Read more:   
http://www.acaciamining.com/~/media/Files /A/Acacia/presentations/2016/Exp loration%20Roundtablev2%20%  
20Nov%202016 .pdf  
15. Read more:  http://uk.reu ters. com/art icle/acaciaminingexploration idUKL8N1DV4AT  
16. Major Gold Discoveries , 19902015,  
SNL Metals & Mining, June 2016  
17. Read more:  https://www.bloomberg.com/news/articles/20161216/  
turksseekgoldmorethanliras inresponsetoerdoganscall  
14  



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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