WORLD
GOLD
COUNCIL

Filed Pursuant To Rule 433
Registration No. 333-209926
August 11, 2016

Gold Demand Trends

Second quarter 2016

August 2016

Key changes

0z 2018

LCE e Yaa-bo-dale
(old demsnd * 1% * ms
recitery + -1 + 1T
Technsiogy + 3% + an
Inses bt LT IEY +127T%
Ceniral banks and
ot matitubons + a0 + 2%
Suppty Town  t es

Source: Metals Foous; Werld Gold Councd

Contents
K-ng themas

Market commantary

Jevnalleny

Irveastrmient

Focus: Ching's commescial banks
Canral banks and other insmutiong
Technokogy

Sumly.

Contributors

Louise Strest

louisa street@goid org
Krishan Gopaul
krishan.gopaul @ gokd o
Mukesh Kumar

mukesh kurrardgold ong
Caral Lu

cafnl lu@gald.ong
Alistair Hewitt
Drrgscton, Markat Inteligencs
alistair vannn@gald.ong

www.gold.org

1"
4

&0
] &0
P oof : e L
i oano o
I Pt ettt b il U
i e00 420

. Second highest H1 for
- gold demand on record

Gold demand in Q2 followed the trends

- from the prior quarter: huge ETF inflows
- counterbalanced by anaemic jewellery

. demand amid rising prices. Investment

- was the largest component of gold

- demand for two consecutive quarters -

- the first time this has ever happened.

Key themes (more detail pages 2-7)

! Record HY investment - 16% higher than H1 2009: U3 and Eurcpean
i imvestors clamoured for gold bars, coins and especially ETFs

Gold price continued its climb: the USE gold prece rose 25% - the best
i H1 zince 1980 - albeit with a few dips along the way.

i Jewellery depressed: barring a few exceptions, conditions wera
:  unfavourable for consumers in most markets.

Faaturad chart
:; : H1 2016 inflows into gold-backed ETFs were the
i strongest on record
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Key themes

Record H1 for gold focord 1 Gorandof 1,063 91 16% e than .
investmEnt prevvious H1 high from 2009, when the market was in

ther midst of the global financial onises. Consaqguantly, for
the first tirme on record, imsestment has bean the largest

Investment demand of 1,064 tonnes (t) component of gold demand for two CoNSacUlive qUATTers.,
accounted for almost half of overall gold And this has been in no small part due 10 demand from
demand during the first six months of 2016. Westarn invastors across the spectrumn, from retail to

Wi frreators bt Bl of institutional and for bars, cons and ETFs,

this investment.

Table 1: Data highlights for Q2 2016 demand (see Gold demand statistics for full details)
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Tha speed of the upswing in investrment was in no small
part due to the scale of pent-up demand that had built in
Waestern markets. W noted thes phenormenan in Gold
Darnand Trands O 2016, commenting that ', snflows
&g from invesiors iniiating or rebuilding strategc, long-
term holdings after the wash-oul of DOSHIONS SINce danky
2013, .. kent demand among investors who have been
looking for an opportunity 1o re-anter the markel was a
kewy factor [driving ETF demand]” And the trend contineed
in ther second quarter, Investions who had been awaitng a
catalyst to enter [or re-entar) the market found they had
reasan encugh to do so,

A number of factors twmed the attention of the westam
invastor community towards godd in the opeaning months
of the year...and brought it evan mose sharply into focus in
the second quarter, Global monatary policy remainad front
and centra. Negative interast rate polcies (MIRP) in Japan
and Europe, combmed with expactations of a showdown in
the cycle of US rate hikes, underpinned imnvestors’ gold-
pasitrve santiment, as did a growing optimism that gold's
leng tarm downtrend had come to an end. Heightenad
uncertainty has further focussed ther minds,

2016 has unbeashed a vanety of events creating economic
and political uncertainty, compounded by NIRP and furtier
highlsghting gold™s role as a high-guality, hquid assat.

The US ebection, the UK referendurm on EU membsership
and possible imphcations of the "Brexit’ cutcamae, the
increasingly parlous state of Italy's banking sector, these
have proved a potent combanation as far as gold imvestors
are concarned. Add 1o that continued geopolitical unnast
in the Middle East and the investment case for gold

Was Comented,

Smaller-scala investors have bean vary much in evidence
in many Western markets: demand for US gold Eagle coins
has jumped B4%' so far this year. And the UK's Royal Mint
has regestered a sharp nse in profits, which it attnbutes
partly to the lawnch last year of ‘Signature Gold', an onlina
offering allowang imvestors to make fractional purchases of
gold bars.? The Mint also revealed a huge spike in demand
far this product atter the result of tha UK refarendum.
Samiilarhy, smaller-scale ivesiors came out in droves in
other European markets, although this was counterad

by sorma substantial profit-taking in Juna as the eawo-
danominated gold price ralbed to a twa-year high.

1 Veluma of Eagle gold comng. i conced 1o and-Jung 2018 [pae-pn-pean); 501,00000 w3 I73.000e o HI 2015
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But it is tha ETF space that has seen the most dramatic
change (Chart 1b. The growth in dermand for gold-
backed ETFs has eclipsed all other sectors in the first
half. Damand for ETFs reached almost 5801, exceadng
even H1 2000 when the sector saw inflows of over 4581
ini & singha quarter, And ETFs have proved 10 have appaeal
beyond Wastern borders. Chinese invesions continue

1o add 1o their imsestrments in these products, taking
heldings ro 24.4t by the end of June = an almaost four-fold
increase smce tha end of last year. n value terms, Chinese
gold-backed ETF holdings grew from US$215mn 1o over
USE1bn i the first six monmihs of 2016,

Althaugh there is currently no indication that demand
will come 1o a halt, there is evidence of profit-taking and
it would be prudent 1o assumea that recent momentum

may be difficult 1o sustain, Nevertheless, the positive
shaft in atbtudes among large-scale Westem imesions
in particular, appears 1o have sobd feundations. And
wit should see demand busld on those durning tha
quartes ahead.

In particudae, the after-effects of the UK Brexit decisson are
likety to ba reflected in O3 data, given that the referendum
itsell came nght at the end of the second quarter. Those
effects are likely to be global. In the seven days after the
wote, the search index for the keyword "Gold” compded
by China's search engine Baidu surged 44% year-on-year,
And on the very day of the referendwm, the index increase
threafold. Similarly, Google Trends reported a mose-than
500% spike in searches for the term "buy gold’ on the day
of the referendum.

Chart 1: Record investment demand in H1 driven by geopolitical and economic concerns

= H1 imvestment broke previous levels, responding to rising bevels of global uncertainty. ..
= __.which in turn weara drivan by negatrve interest rates, the UK's refarendum an EU mambershap

and the prospect of a divisive US elaction campaign.

* Latent demand in Western markets further fualied the rapsd investmeant upswang.
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Gold up 25%: strongest H1
price gain since 1980

Thanks to unbridled investment inflows, the
gold price has surged since the end of 2015.
But so has volatility, which has had mixed
results for consumer demand.

After starting the year with a stellar 17% Q1 gain, the gold
price cimbed further m the second quarter 1o s the seal
on the strongast H1 performance for mare than 35 years,
Ins USE termns, godd was one of the best parfarming
imvestments in a basket of commadities that we monitor,
behind only Brant crude (which burst higher on improving
prospects for its supgply cynamics)” and sibver,

And geven that the US dollar has strengthened against a
number of curmencies this year, gold's M1 performance
whan denominated in other curmencies has been bettar
stll (Chart 2). Notable among these have been gains in
the gold prce expressed in peunds steding (+37%), Indian
rupsas (+27%), Chanase renminbi {+27%) and Egyptian
pounds (+41%].

But gold did not trace a smooth upward path: it had some
pullbacks in May and June. Volatility ticked higher as a
result, reaching 19.2%* for H1 compared wath the long-
term average of 18%° While this played into the hands

of soma investors (notably in the US market, where the
rasponsa has bean to buy on price dips), it discouraged
jewellery consumers in a nember of markats. In fact,
high, rising and fluctuating godd prices - at a tima of fairly
fragile consumer santemant in many markets - resulted in
awidaespread dampening of pewellery demand.

Chart 2 Gold's impressive price rise in a range of key currencies in H1 2016 (index 100=01/01/2018)}

* Tha 25% rise in the US dollar price of gold was exceeded by gains in local prices in some
of the major gold consuming markets, including China, India and Europe.

& Tha sharp dreg i the Batish pound fallowing the Brexit vote caused a sharp spike in the sterding

gold prica in the closing week of Juna.
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Jewellery demand
lacks sparkle

The high price level has taken its toll on the
jewellery sector; conversely recycling has
sparked into life.

Jewellery consumers have faced a tough emvircnment in
2016 so tar. Sieep price nises have done litle 1o atiract
demand in the more price sensitive markets. (Indian
CONSUMErs in particular are notonously wary of price
instability and this year has proven 1o be no exception, )
Challenging geopolitical and economic conditions

continue to hamper the Middle Eastern markets. And
China has battled with poor consumer sentiment, a
sluggish econome: environment and onarcus hallmarking
regulations. While there have been improvameants in a few
markets {most notably, the S and lranl, at the global level
jewellery has suffered.

B R T R P PP L P P T amana

This s reflected in the data: the US dollar value of first
half global prwellary demmand (US$36.3bn) was the lowest
since 2010, In volume terms, demand 5o fas this year has
lurkied wedl below its five-year average = by around 20% .

The flip side to lewer jewellery demand has been a rise in
recycling activity. Recycling — selling gold jewelery for cash
—is an important elemant of supply: in H1 it generated
almost a third of the gold supplied 1o the market. It helps
with the smooth functioning of the gold market and

5 respongsive 10 a number of factors, one of the most
impartant baing the gold prce.

Intuitivily, hegher prices boost recyckng (Chart 3). While
this 15 by no means the only factor affecting recyching,
theng is a strang corralation betwesen the two! aconometne
anglysis rpveals 1hat 8 1% nse in the gold pace will lead o
a0.6% increase in the annual supply of recycled gold.®

Chart 3: Higher price levels elicit higher recycled gold supply
= Thare is a strong correlation betwean the gold price and levels of recycling.

= Conswmer research confirms this relationship — gold evwmners in India and China are mare
likely to sell their gold jewellery due 1o a high price than for any other reason.
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Cansumer research also backs up this finding. We recently
conducted a large-scale survey,” inwhich high gold prices
ware cited as the mast important factor influencing the
decsion 1o recyche gold jewellery. Among the respondents
inv India and China who had ever sold gold jewellery, a high
gold price was the most comman neasen cited Tor doing so
[27% and 43% respectively).

And price volatility can further magnify this effect.

A sharp rise n prices can result in a jump in recycling in
order to take advantage of unexpectedly higher prices.

Sovit is not surprising to see that recycling grew in tha first
half of 2016, generating 686.7t of supply. This is the highest
first half total since 2012, which was a teme when distress-
selling by VWestern consumers in the wake of the financial
crisis was still high, and near-record gold pricas were a
Sirong incentiwe,

Alter a troubled first half of the year, the prospects are

for pwellery demand 1o recover as we progress throwgh
the second hall. india’s key festivals of Dhanteras and
Dvwah, together with thie 04 hobiday season in the west,
should inject support. That being said, any cplimism
nieds 10 be termpared by some of the headwinds that
remain in place in a number of markets, such as economic
slowdown i China, pressured rural incomes n India and a
troubled geopolitcal chmate in the Middle East. Recycling
wall continue to respond 10 prices = as well as econcmic
grevwvith = and will ramain a signaficant sowrce of gold supply
over i remainder of 2016,

7 On behal of e Werd Gold Councd, THS eprasrsnd jpasliary consumies in Chind, Indss il the US and irerstors in Chana, Inda,

this LIS ared Garrnaesy, Totsl samgds size: 14,000,
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Market commentary

Jewellery

The high price level has taken its toll on the
jewellery sector; conversely recycling has
sparked into life.

‘Workd totsl &13.7 FrrR
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Creina 1690 1435 & 15% * 8%

As discussed in Key thermas, the high and volatile prce
of gobd = in & wide range of curfencnis - Ras Mt pwellary
CONSUMers across the giobe. Comang at a tme when
consumit confidence is a1 low levels in many markets
has exacerbated s impact. Indka and China had the most
influental impact on demand, although demand across
rmany markets was subdueed. Only 3 handiul of countries
Pl watnessed an improvement so 1ar ths year.

Ar pust 444,11, demand for ewellery in 02 was the lowest
quartery 1o1al since 02 2010. Jewelery damand in M1
2016 fall by 185,51 from the previous year = 149.4t of
which was due 1o combined weakness in India and China.

Indian jewellary demand continues to struggle

India ded not experience the expected bounce back in
jewellery demand in the second quartar. Paltry import
numbers and steep lecal discounts were omens of a
disappointingly weak quarter. Official imports of gold
halved to below 1001 (the lowest quarterly imports since
04 2013). And the local price was in discount for the
whaole of 02 - moving out as wide as US546/0z below
the London benchmark price by the end of the quarter
boost to demand in May, this was insufficiant to prenvent a
sevare 02 contraction. The market faced three key issues:

* A sharp jump in the gold price
* Weaker rural incomees
= Government regulaton

Chart 4 Indian gold price remains in discount due to subdued demand

= Jewvellery demand for H1 was the lowest since 2008 at just 186.3t.

= After the national jevvallers’ strike ended in Aprl, demand remaned under préssure,
not least due to gold prices hitting thair highast levals since August 2013

* Rural incormas hawve come under pressura, which further undermined gold jewellary consumpbon.
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Tha national strike by jewellers which had effectvaly
closed the market for Six weeks, came 1o an end in
rred-April. But there was no relied rally. Consumers ware
unprapared for the huge jumg n the gold price when the
arket re-opened. Despite the discount, domestic prces
pushad their way up to = and above = Rs30,000010g, a
significant psychological barries for Indian consurmers and
the heghest domestic pnce for maone than two and a half
years, Conswmers wene not only put off by the hgh cost,
bt also by the behef that such a price level would prove
only ternporary. Aside from essential purchasing and
gfting around Akshaya Tritiva, domand was largely put on
hald awaiting lower prices as a buying opperiumty.

Lowwer spending by rural Indians was another blow 1o
demand. The rural population accounts for more than
half of India’s jewellery demand, 50 any difficulty in this
sactor has a material impact on demand. Two consacutive
years of deficiant monsoon ranfalls have taken their toll
on rural incomes, This is clear in other sectors, 100, Poor
rural spanding has been ated as a reason for weak car
salas and demand for consumer goods. Commenting on
desappointing G2 revenue figures for Hindustan Unilever
L1d, CEQ Sanjv Mahta said that “The contimued pressure
an aneas with daficient monsoon ane manifast from the
fact that ... ruval growth [has] lagged whan for another
quarter... ™ Whils IHS Automotive analyst Amil Sharma
noted that "Cars .. davive a lot of volumes from.... rural
rmarkets. Vehat we see... is 8 reflecton of rural stress,
stamming from raniall deficit in the last hwo peavs.®

Lasily, the market continued to feel the reverberations
from gowvernment regulation, The introduction of an
additional 1% excise duty {which prompied the jewellers'
strike in 0] and the requirement that purchases above
Rs200.000 need a Permanent Account Mumber {PAN}
card have acted as headwinds to the industry, impacting
demand in the organised sector most notably. An
unsntended side-effect has been 1o increase the flow of
unafficial gold into India = in part as the trade attempls
1o find ways around the legistation. Daspite demand
ramaining weak, an estimated 44t of smuggled gold
entered the market during the quarter. This is in line with
our 2016 full-year forecast range of 140-1601, up from
around 1201 last year.

Faced with these regulatory challenges and the increase

in smuggling, India’s bullion sector continwes 1o make
meoves 1o lormalise its business, with the inention that this
wall also encourage the ewellery sector 1o do the same.
The large natienal and regional jewellery chains do net
oppose the mmplementation of the excise duty. But smaller,
indepandent and famshy-based retailers, who preder 1o

use cash-based ransactons, are opposed 1o the duty

and the addimonal adrmmesiratneg and hinancial burden i
creates, The "Bulion Federation of Inda’, an mdustry body
compesed of 50 leading bulbon dealers across

17 states, was created aned a groundswell of imention

1o conduct their business in 3 anspanent way, avoiding
any unaccounted money and fully comphyang wath tax
requirgments and regulation,

High prices and low economic growth weigh on
Chinesa consumer sentiment

Gold jewallery demand in China was simalasty weak, but
=with the axception of the high gold price - the reasons
were somewhat different. 02 dernand fell 15% 1o 143,51
Fallowang on from the disappointing first quarter, this
resulted in the lowast first half 1o1al for Chinese jewelbery
since 2012 (322.51). Waak consumer confidence was the
backdrop 1o thes picture.

In China, the relatively hagh volatlity in the gold price
proved to be off-putiing for many who were concerned
that the swift price fse may just as quackly be reversed,
This also helps to explain the jumg in recycling activity
during 02, which reached a 9-quarter high,

The broader background to the slow jewellery emaronment
was China's continued general economic slowdown. GDP

growih held steady at a relatively weak 8.7% in Q2 2016
and this continued to wesgh on consurmer santimeant.

Changing consumer tastes in China are also hawving

a continued impact on demand volumas. A shifting
preference for fashionable, unique, highly-designed 18k
or gam-5et pieces has come at the expense of tradibonal
24k jerevellery, This trend may continue, given the younger
profile of 18% gold jewellary customarns as highlighted

by our consumer research, Qur survey showed that, of
the more-than 1,000 respondents who had bowght gold
in 2015, 18-30 year olds were more likely 1o buy 18k
jewellery than 24k (39% vs 25%).

B Comnent made dunng HUL OF 2018 Eamengs call, 18 July J0VE,; hesps dacaia il co indmagesdy- 18- mangengd e 255 £34738_en paf
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That sand, thera is continued (albeit small) growth in the
99.99% (4-nanes) purity bracket, but absolute volurmes
hese remain small, The product mix appears 1o be shiftng,
with higher-designed 18k/gemeset jewelleny and 4-nines
jewvallery sewing growth,

The ewellary industry continued 1o face desruption caused
by tha hallimarking legislation introduced in May. The
requirements presented many retaders and manufacturers
alorg the supply chain with a costly logistical and
admanistratve burden, eating into already wery thin marging
and distracting attantion from ‘normal” business. The
industry continues to consolidate, allowing those who best
adapt to the changing consumer ermaronmeant to benafit in
the langer term.

Some of the smaller markets in the SE Asian negion weng,
on the face of i1, positive in 02, But this was largely
reflective of the weakness of demand in Q2 2015, For

ihe most part, demand for gold ewellery was relainely
muted due 1o the sharply higher gold price and congumers’
attention turned instead to recycling existing jewellery
holdings. First half demand across all regeonal markets
was subdued compared with 2015, registering sangle-digit
percentage changes.

Middle Eastern demand weak; Iran again the
excaption

Demand across the Middle East was, unsunprisingly, poor
goven the emaronment of high gold prices, relatrely low
od prces and continued geopolitical unrest. Damand in
Egypt hit a record how in our series of 5.31 The domestic
CUMBnCY ramains very weak, followang the devaluation in
March making local gold prices punitively high for many
CONSUMETS,

In contrast 1o the surrounding markets, demand in lran
continued fo impaove on the wave of optimism sparked by
the removal of sanctions last year. Demand grew 109% in
Q2 {to 8t), taking half-yeary demand to 1791

Gold Demand Tresds | Second quaster 2000

In Turkey, 02 demand equalled the meagre 8.7t from

the previous quartes {-25% year-on-year) with the result
that H1 demand fell 1o a kow of 17.41. This is just ahead

of the average quartery volarme ower the last fiee years
{18.31). Ongoing political tensions, reduced tourism, nsing
unemployment, 10gethes with collapsing export revenues
from Russia alfected local sentiment towards geld.

Seven-year high in US H1 jewellery demand

Although the market was somewhat subdued ahead of
the forthcoming Presidential elections, Mother's Day
sales halped US jawellery demand to its 10th consecutive
quarter of year-on-year growth (+1% to 25.91). Demand
far the first half year of 48.6t was the strongest since
2008. Growth in pewellery and watch sales comiortably
outstrippad that of ganeral retail sales for much of the year-
to-date, although the comparison was shghtly flattered

by weak gains in early 2015, Consistent, if modarate,
econemic growth and emproving employment levels are
supporting demand, although enthusiasm in the sector
can be expected to wane over the coming months as the
elactions draw nearar,

Demand in Europe stabilises

Ewropean jewellery markets have also been relathely
subdued so far this year. Despite the higher gold

price, stabilisation or modest growih was the norm as
econemies continue to recover and the hegh-end of the
rmarket contnues 1o grow. France was an exception;
demand slipped marginally to 2.5t {-2%) a3 consumers
continued to shift from gold 1o silver.

Demand in the LK grew margenally to reach 8.2t m the first
hall, the strongest H1 since 2010 as this market continues
to build on the strong base established in the wake of

the long-term secular downirend from 2001 to 2012, The
rolling d-quarter average has hovered around 261 since the
end of 2014, indicating the stability in the market.

EL



Investment

Still-heightened levels of uncertainty boosted
investment across Western markets; profit-
taking in much of Asia and the Middle East
tempered growth.
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A ‘perfect storm’ of conditions in the gold market this
vear has pushed investment to histonc levels. Demand of
448 41 was a near-record for second quarter investrmeant,
onty lowar than 02 2010°s stellar 506t Consequently,
demand for bars, coins and ETFs during the six months to
and-Juni reached a first haif record of 1,063.0t, worth a
vatug of US$41.6bn.

But it was ETFs that really stole the show. Inflows into the
ssCtor have bean exceplional: 579,21 in the space of sx
mianths, comparned with curnulatoe outflows of 616,11 over
the praceding 10 quarters. The value of gold-backed ETF
AUM increased by +89% (US$38.1bn} in the first half of
2016 to reach USS93bn, thesr highest level since O3 2013,

Kay thernas considers the main reasons behind this
positive shift, but to recap; heightened uncertainty has
triggerad the release of substantial pent-up demand
among western investors (Chart §). And that uncertainty
has been generated by

unparallaled locsening of global monoary policy
{including widespread negative intenest rates) 1o combat
economic fragility:

wastarn political developments = namealy, the LK voting
10 leanve thia EU and th looming US election;

the slowing pace of US interest rate hikes {and
consaquent slovedown in US dollar strangth).

The apparent end 10 the downtrgnd in the gold price has
been a further cause (a5 well as an effect) of improved
IMVESToN SentEment,

Chart 5 Western investors take a greater share of bar and coin demand in the second quarter

* Pent-up demand among US and European investors has fuelled much of the upsurge in

ivastrment in 2016 so far.

# Global uncertainty remans elavated, wiich should conteue 1o underpsn mwastment dermand,
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Demand for gold bars and coins in Q2 (211.61] was
roarginally firmer yeas-on-year. This took H1 mwvestment

10 48471, 17% dowwn on the previous six-rmonth pered,

but 4% higher than the first half of last year, Within this
category, com demand was the mest robust while demand
for meedals and imitation coing deteriorated (the latter being
almest a pure reflecton of weak dermand in India),

Positive sentiment in Western markets, combined
with lackiustre damand in India and China, resulted
in Europe being the largest market for gold bars and
colna in Q2

After a solid start to 2016, Eurcpean ewestment demand
ramainad well supported in the second quarter - broadly
stable at 44.7t {a figure that made it the largest gold ratail
investment markeat). For the first half-year, invastmant was
fractionally ahead of 2015 at 1041, Intra-guarter trends
raveal strong buying in April and May, whach ware largely
cancelled out by a surge in profit-taking in June as the gold
prce jumpad 9% in euro tarms and 19% in pound sterding
owar the course of the manth.

While the widedy unexpected result of the referendum
came oo late in the quarter 1o materally impact European
investment numbsers for Q2, there was undoubtedly
considerable interest in gold both m ihe run-up to, and
aftesmath of, the decision. This is supporned by the Royal
Mint, which stated that “one week on from the Brexit
vole... [wel ... continued 10 see Strong activity from
investors”, Further evidence of this trend comes from
onding gold platform BullonVault's analysis, which in

early July noted that although gedd buying among private
Western imvestors had “raced to the fastest pace in three
years amid last month's Brexit referendurmn and financial
shock,” this was matched by profit-taking as gold “jumped
in price like newver before.”

Within Europe, theve were sorme slight differences

acrazs markets, The UK in particular showed hisghtenad
intenest in gobd vestment products as the prospect

of the relesendum at the end of the quarter gensrated
considerable caution among investors, altheugh volumes
remaan small. 02 demand umped 65% 10 3t The H1 wotal
resached a three-year high of 6.21.

Contrastingly, in Germany, bar and coin demand for Q2
of 21.9t was 5% below 02 last year. Two-way activity
was healthy, but the heavy selling that kicked in after the
sharp June price increase outwaighed buying among
retail imvestors,

US investors respond to sharp price moves

Investor behavioar in the US during the second quarter
was a repeat of 01: bar and coin imvestment closely
mirrored the surge in demand for ETFs, First half demand
for gold retail irvestment products was 75% higher tham
2015, boosted by the sharp price increase. Sales of gold
coins by the US Mint went through the rool. The numiser
of 1oz Eagle coins sold in the first six maonths of 2015
mone than deubled - to 405,000 from 198,500 in 2015

- and these coins were far more popular than smnaller
denomination (half- and quarter-oz) coins, Trade data
also showed a huge influx in imports of gold coins from
other countries,

Chinese investors soe price rally as profit-taking
opportunity

Chinese investmant dropped off in the second quarter;
damand kalved frem Q1 10 40,21, an 11% year-on-year
decling, Monathetass, the H1 wtal of 121,41 was the
strangest ance 2013 excoptonal surga,™

Profit-taking activity was boosted by price volatility: the
spika in the price encouwraged considerabla Bquidations,
particularly as many axpected a near-term correction

to follow. A sirmilar pattern was seen in activity in Gold
Accumulation Plans {GAP), with a sharp increase in
redemplions outwaighing a healthy increase in gross
inflowrs. A mare datailed explanation of these products
and tha rale they play in helping to meat investor neads is
covared in the Focus Box ‘Ching’s commercial barks.*

However, Chinese invesiors’ appetite for gobd products
goes beyond just barg and coins, The sector has seen
increasing competition from ciher products, as reflecied
in thie sharp rse in gold-backed ETFs over H1 2016 from
.31 10 24 41

Price volatility and weak rural incomes undermine
Indian investment

India’s gobd market was very weak betweaen January and
June: imports plummaeted a8 supply-led weakness was
compoundgd by high and volatile gobd prices, H1 bar and
caan dernand of 61,21 [-22%) was the lowest first hall
total since 2009, Notably, this is 9% |ower than averags
quartery demand ovar the last five years.

Demand in Q2 did not replicate the severe declines saen
in 01, but was weak nonetheless - down 12 % year-on-
year at 33.1t. Akshaya Tritiva offered some respite after
the ditficult start to the year, with the strike in the Indian
iewellery sector which restnicted mvestmant demand,
due to tha importance of the jewellery retail network as

a distnbution channel for gold ewestment products o the
rural community n particular). But sharp, volatile gold price
incréases deterred investmant-related purchases.
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Incormis among the rural contingent are under prassure
after two successive years of deficient monsoon rains.
Additionally, rural inflaton remains above urban nflation
leves, further reducing the pool of funds avalable to

rustad irneestors, This wsakness in the madket was cleary
reflected in the local price level, which remained at a
sharp discount to the London benchmark price thioughout
the quaster,

Looking ahead, predictions ane for an improved monsoon
thés year, which will boost rural incomes. And investment
inflcws ara likely to resume as and when the godd price
stabilises, even if that is at a higher level. But imentory
lewels throughout the supply chain remain elevated aftar
such a subdued start to the year, 50 any uptick is not ikely
1o ba tully reflected in a risé in import levels until stock
levels are at beast parthy run down,

Japan again the star performer among the smaller
Asian markets

Imigstrmant acrass much of Asia rermainad very subdued
i the second quarter; declines were widespread as the
high gold price meant profit-taking weighed on net
investrment levels.

Vietnam extended the lasses seen in the first quarter:

2 dermand fell 18% to 8.91. First half demand of

20.3t was 19% below 2015's already weak H1 total.

A comsination of high gold prices, continued low nflation
and a relatively stable exchange rate wera the main factors
keaping demand in check. Mowever, inflation is starting to
creep up and ware it to break above the government’s

5% p.a. cap that would act as an alert for domestic
invastors = particularly if the gold prce stabilises.

A riserin Q2 bar and cosn demand in Indonesa (+32%

1o 61) was largely reflective of the low 2015 base penod.
MNeverthelass, improvements in the domastic political
climate and the surprise cut in domestic interast rates in
June {in an attempl 1o spur econamic growth against a
benign inflation background) lifted demand.

Japanese imestors have bucked the broad regional

trend n 2016, Investrment in bars and coins has swung
from modest desinvestment 1o 9.3t of posstivie ret

ey inwistrmant in H1 2016: the strongaest first half for
Japanose mvesiment sance 2005, Demand reached

5.8t m 02 = marking 1 frst urme that Japan has had four
consecuinvg quarters of positneg net investment since the
market switched to being a net seller in 2006,
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A swenger ven made gold more affordable (the Yen price
has increased by just 6% this year in comparison with
USS gold's 25% nise). Negatve inlerest rates, Brexit,
anoety over global market conditons and destrest in
Abenormecs made it more appealing. The decision by Prme
Minister Abe 10 pestpone a planned Sales tax hike in June
{far a second tme) raised further worries over the state of
the Japarass economy and farced many 1o focus on gold
for imvestment protection and wealth preservation. Tanaka
(Japan's biggest bullion dealer reported & SIrong Surge m
sales during June, partcularly in the aftermath of the UK's
‘out’ decision.

And it was not just ndividual investors heading for gold.
Reflecting the deterioration in the domeastic macro
anvironment and increasing global uncertaintias, the
number of pansion funds invested in gold increased in the
first half of 2016, and the gold investor base also expandad
to mchude non-pension msttutional investors,

The strength in the yen meant that the local prce did

not experence the rapid surges seen in ciher markets,
thus existing halders did not have a strong incentive to
take profits, The earthquakes that struck Japan i Apnil,
provided imvestors wath a further motive for adding 1o
their holdings.

Middle Eastern bar and coin demand slides to
sevan-year low

Iran was agasn the only bright spot in an otheransa very
dismal pictura for Middle Eastern investmant demand.
Demand in mast markets across the ragion was affected
by any o all of the following: the high and sharply riging
gold prce; ongoing political instabulity; continued pressure
on revenue from retatively weak ol prices; and shding
tounst numibers. H1 bar and coin demand for the region as
awhobe = of 34.31 = was the lowest since 2009,

Iran managed to buck the trend, with a 2% increasa in
02 bar and coin demand 1o 7.21. The market contineed to
banafit from the relief rally following last year's removal
of international sanctions, and a cut in interest rates in
rasponsa to showang inflation further boosted demand.

First half-year imvestment in Turkey fell 1o an historic bow
of 8.81 = the lowarst in our quarterly records back 10 2000,
Hegh prices were the masn reason, discouraging mew
purchases and instead resulting in somé profit-taking,
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Focus: China’s
commercial banks

In the past 10 years China has become the world's largest
gold producer and consumer. 11 has also developed a
vibrant godd banking sector. China's commercial banks are
a wvital hub in the country's gold industry. And they have
developed a range of gold-related businessas, signiticantly
pushing up thair godd holdings since 2009,

Commercial Banks propel physical investment

More than 50% of imestment demand - sales of gold bars
of a kilogram or smaller — is et through commercial banks®
natiomwide network of easily accessible branches, (Chart B

Large banks, such as the Industrial and Commarcial Bank
of Chana (ICBC) and China Constrection Bank (CCEB],
dominate the retail market. They typacally sell gold bars

bearing the bank's own brand (propristary brands) A good
aaampla is ICBC's “Aua ™ gold. In addition, banks also sell
brands other than ther cwn [also known as agent brands).
For example, banks sefl Panda Gold Cons isswed by the
People’s Bank of China (PBoC).

In recent years, smaller banks have entered the market,
attracting customers by offering a broader range of gold
investment products, These are usually lighter in weight
and have higher profit margins. For example, Ping An Bank
launched a gold bar for the Year of Monkey in late 2015
which incorporated state-of-the art craftwork. These bars
hawve the pattern of the Monkey stamp issued back in 1992
and the production process was overseen by the designer
of that stamp.

Chart 6: Commercial banks’ sales of physical gold on the rise™

* Sales of physical gold 1o retail invesiors have remamed Strong.
* Commarcial banks 100k @ grovwing share in all investrment demand
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Gold accumulation plans used as trading vehicles
Products such as Gold Accumulation Plans (GAP) have
als0 witnessed robust activity, providing an efficient and
flexible channel for mvesions. o get exposure 1o gold,

Tha first GAP in China was launched by the Werld Gold
Council and ICBC in 2010, Since then a range of similar
products have been created, including autormatic monthly
gold investment plans. These produwcts provide investors
with direct expesure 1o the gold price backed by physical
gold. Although many other banks have launched simiar
products, ICBC remains the market leadies.

Annual GAP trading volume™ exceeded 500t in both 2014
and 2015, as imestors used the product to gain short- and
medium-term, speculative exposure to gold. This trading
mentality contrasts with retail bar and coin imvestors who
iypically invest for a longer peniod.

While GAPs have high iradeng voleme, their impact on
Chingse gold demand iz modest. Net inflows imo GAPs,
inchuding autornatic monthly gold imestment plans,

was around 25t 1o 300 in 2014 and 2015. 2013 was

an exception, with imvestments in GAPs nearing 1001
according 1o data from the PEoC,

Gold leasing: a new market

Ower recent years we have observed a risng number of
commercsal banks participating in the gold leasing market.
Gold leasing has allowed companies, such as jewellany
manufacturers, 1o reduce producton costs, hedge against
price fluctuations. and raise finance.

Thesa are two gold leasing data scurces available: i) the
Shanghai Gold Exchange (SGE), and ii] the PBaC, which
halpfully provides addional granularity by distinguishing
batwean lasing batveaen banks (interbank keasing) and
leasing 1o corporate chents.

In 2015, SGE reported a 62 % increase in gold leasing

to 3,1361."" while the PBoC reportad that leasing by
commercial banks stood at 2,432, uwp 32% from 2014,
The PBoC further said leasing 1o corporate chents stood at
1,583t (+16%) and interbank leasing rose by 78% 1o 8491,

SGE's beasing estmate is usually larger than the PEoC’s as
it ha= a larger sample size. The PFBoC's data just caplures
leasing by commercial banks’ headguarters, while ihe
SGE's also includes leasing by bank branches,

It's astimated that around 10% of the leased gold leaves

the SGE’s vaults. The majority is for financing purposes
and is sold at the SGE for cash settament.

Chart 7: China gold leasing momentum remained strong

* Official sources of gold leasing data report strong growth in leasing volumes in last three years.
* This partly reflects an increase in the number of commercial banks participating in the gold leasing market.
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Ambitious overseas activity
As well as developing their domestic market, China's
banks have been active on the internationsl stage.

After topping the notional 10,000t mark in 2014, overseas
gold dervatives’ trading volume by China'’s commercial
banks continued 10 increase. According to PBoC data,
Chana's commarcial banks traded 13,9301 (+34% YoY) of
gold on overseas axchanges and OTC markats ;m 2015,

Soma of the large banks’ direct partcipation as LEMA
markei-makers has further enhanced China’s role in the
ghobal gold market.™ And ICBC Standard Bank's recent
purchase of a precious metals vault in London is llustrative
of China's banks® growing presence in the world's largest
ower-the-counter gold market.

Commercial banks” gold holdings have increased
To suppodt these gold related busingsses, commercial
banks have increased their gold holdings.

Hard data on banks' tonnage holdings are hard to come
by. But wa have loocked at a large sample of banks” annual
raports which include the AME value of their precious
metals hobdings. This sheds light on the growth of thair
gold businesses,
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Chart 8: Commaerical banks have increased their holdings

Assuming 100% of the precious metals assets hald

by commaercial banks were gold, total holdings by the

15 cormmercial banks we track increased by 38% in 2015 1o
approxirmataly 2, 7001 Holdings by the "By Four™ banks'®
{ICBC, ABC, BOC and CCB| ware close to 1,900t (+27%).

A large portson of this growth is a result of the growth

in thia gold leasing market. And in recent years, smaller
banks heve been most active in this market. Holdings by
the smaller 11 banks increased by 74% to around 8008 in
2015 Shanghai Pudong Development Bank, for exampda,
attributed its 145% increass in its annual precious metal
assels to the increase in leasing physical gold. In addition,
a coupla of banks were granted gold import licenses in
2015 and have pledged 1o further promote gold leasing and
preciows matals propoetary trading.

It is that clear commercial banks play a key role in China's
gold rmarket, and have developed exciting gold business
both within China and, more recently, overseas. Given the
radical pace of change within the industry, any cheerer

of China's gold market should also follow develeprments in
China’s commercial banks’ businesses.

= Vaolume of gold hald on the balance sheet of commercial banks has multiplied in recent years.
# This helps support the growth in China’s gold leasing market.
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Central banks and
other institutions

Uncertainty intensifies as Brexit adds to
negative interest rate challenges; central
banks continue to seek support in gold.
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Tha second quarter saw cantral banks purchase - on a net
basis = 76.91. Met purchases year-io-data now total 18511
This represents year-on-year dechines of 40% (02) and
23% (H1) respectively. But thase decimes have coincded
with a 25% rise in gold prices ower H1 2016, whech has
dramatically mcraased the valug of central bank gold
heldings. World official gold holdings of over 32,8001 a1 the:
ond of Jun wene equivalent 10 approaamately USE1.4mn =
the heghest value sinee Q1 2013, when average gold prices
ware around 30% highar than average Q2 levels 't

Russia {+38.411, China (+25.9t) and Eazakhstan (+9.81)
resmain the dominant driving forces behind this increase in
ghobal gold reserves. The quarterhy total was impacted by

China taking a pause m May, comcding with a slowing in
buying by Russsa, before both resumed thes recent rates
of purchasing i June. Buying by othes, predominantly
emerging market, central banks were in mone rmited
quantities over the quarter. Corversely, Jordan (-5.61),"
Bolarus (-2 5th and Ukrains (=2.21) ware net sellers during
the quarter, while Germany sold 2.71 as part of its ongoing
CON=Ening programme,

The first six manths of 2016 proved to be a uniguely
chalienging time for reserve managers. The unprecedented
prevalence of global negativer intarest rates was
compounded in the second quarter of the year by the
equally unprecedantad uncertainty surrownding Brexit,
Continued central bank purchases proved again that
reserye managers view gold as such an important reserve
assel, especially with respect to portfolio diversification
and capital presarvation. Such an enwvironment also halps
to highlight that gold is a high quality, lquid asset with no
intervantion risk.

The UK's seismic decision to kesve the EL sent
shockwaves through financial markets at the end of the
quarter. The Brifish pound depreciated to its weakest level
agarnst the US dollar n 31 years, while Bank of England
governor Mark Carney indicated UK monetary policy could
be eased further i the face of a weaker economic outlook,
The International Monetary Fund also revised lower its
global growth forecast followang the vote, ™

E IMF dan o gl b ot vt i i of weiiting, Wakul CRRCULItSE using timated end-June Jlobal cltnal bank heldngs and end-June gold e,
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Impoetanthy for resare managers, the dacison also
waighed on global sovanaign bond ywdds, further shrinking

the pool of mvestble assets. As discussed in GDT 01 2016,

the shiaciow of bowy and negative INerest rates continues

1o hang over central banks (Chart 9). At the end of June,
Frich Ratngs®' estrmated that the pile of sovenesgn debt
with negative yelds has grown 1o a whoppeng US$11.7in =

incraasing by LUSE1.31n since the end of May alone,

Amid this growing prevalance of global negative interest
rates, reserve managers are finding they have less room
for manoceuvre. And recant currency interventions by the

Swiss National Bank, {ollowing the Brexit vote, to halt the
appraciation of the Swiss franc (considerad a safe haven
and ey reserve curmency] bave served 1o compound

ther isswe, Additionally, in mideJuly, the Japanese yen =
anather kivy reserve currency — Saw a steep depraciation
aganst the US dollar after tha suggestion of further
accommodative monatary policies by the Bank of Japan
{spacifically the possibla mtroduction of "halicopter
money” | caused market jitters.

Chart 9: Advanced Economy Sovereign Debt Outstanding (as of 27 July 2016)

= Central banks need to cast their net wider in the search for yeeld in an ervironmment of
negative interest rates.
* The UK's Braxit decision compounded uncertainty levels, putting both sterling and the
Swiss franc under pressure.
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Technology

Gold volumes in the technology sector
dwindle further with year-on-year declines
across all uses from electronics to dentistry.

o w 4.7 48

Demand for gold in technological applications ictalled 80.9¢
i 2, fractionally higher than the previous quarter, but
dewn 3% year-on-year. Continued cost-saving = through
substitution or thrifting - contimued to wesgh on the sector,

Electronics demand impacted by weaker device sales
Gobd wsed in electronics dropped 3% year-an-year to §3.9t
in 2 2016, although it was unchanged from the first
quarter. This keeps slectronics demand at its lowest kevel
sinca the fourth quarter of 2013, The nse in the gold price
in the first s maonths of the year will have fualed further
cost-saving drives by manutacturers. Daspite the tough
emaronmant, growth n the wireless sector halped partially
offset slackness in demand for gold bonding wire.

Tha wirgless sector grew in 02, as stronger sales for
Androsd devices made up for weaker iPhone sales.
However, gold's use in this sactor faces some hurdles.
As the smart-device market matures, previous doubla-
digit gains will b difficult to replicate. One bright spot
meght be the continuwed interast in Internat-of-Things {loT)
applcations, which may drive increasad demand for
cartain devices.

22 hiptadheances ScenCanmag oglonteny e 00T 1D

Gaold bonding wire demand continued 16 decline, as
manufacturars substituled gold with cheaper alternatives,
Palladusm coated copper (PCC) wire was increasingly used
by reddie-to-low-and smarphone manufactunes in Chana,
Fiip chip packaging (which eontinues to grow in mmportance
and redevance given i15 advantages of lower cost, high
elecincal performance and reproducibility] atso reduced
gold wire consumption.

Dentlatry and other industrial declined further

Other industrial demand in Q2 fell 3% year-on-year, from
12,81 to 12.41. Declines wera sean across a numbaer of key
Asian markets: China was 6% lower, while Taiwan and
Korea dropped 7.5% and 2.7% respectively. Despite this
weakness, industrial demand for godd is, n some areas,
baganning 1o show signs of recovery.

Gold in dental applications continues to hover around the
4=5t mark, weakanang by 4% 10 4.61 in 02, largety due 1o
cosmetic considerations.

More new uses of gold uncoverad

Scientists in the United States have developed a new
supar-hard alloy of godd and titanesm. * This new alloy is
the hardest metalic substance that s compatible with
Inang tissues = four tmes tougher than titansm alona.
This new material could have wida ranging apphcations in
medicine and dentistry, overcoming the shortar lifespan
of titanium implants (typscally arcund 10 years) that are
currantly used in human joint-replacameants.

In addition, Johnson Matthey continues to advance

the manufaciure of & new non-poliuting commarcial
catalyst that uses gold, The aim is 1o replace traditional
mefcuny-containing catalysts i the polyvinyl chioride
[FVC) production process, as well as making it more cost
affective. The project has won them a number of awards,
including an International Impact Award, =
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Supply

Higher recycling levels and further hedging
outweigh plateauing production, boosting
total supply by 10%.

+ 0%

Total supply 1,040.7 1,044 8 * A%
Khng produchon kLT Mea + 0% L
Nt prosducer Padieng 52 o E - = =
Becycled gold 2674 Lk + 3% 0%

In G2, the total supply of gold increased by 10% year-
oneyelr, amounting 1o 1,144.61 companed to 1,041.71

i G2 2015, The primary driver of this increase was
recycling (+23% year-on-year) which was boosted by the
hagher gold price in a numbser of price-sensitive markets.
Ming supply rose 5% in the second quarter, but its two
components saw contrasting fortunes: mine production
was effectively flat year-on-year, while gold producers
added 30t io the hedgebook.

Gold production plateaus as margins grow

The second guarter saw mine production reach 786.91,
wirtually unchanged frem the 789 61 seen in 02 2015,
Production levels continwes 1o plaleau, a CONSequence

of cost management which has been the focus of the
industry for the last couple of years. Higher production
from existing and nevwer projects was mone than offsat by
declines at larger projects.

Canadian mine cutput rose by 3t year-on-year in Q2, as
continued ramp-up of the Eldancre and Cochencur projacts
added 1o increases at Canadian Malartc and Datour Lake.
In Mexico, production from Frasnillo (+1.7t, +20%) agaan
helped increase the country’s year-on-year gokd output,

as did Torex Gold's El Limon-Guajes wiich enterad
commaerceal production at the end of Q1. Increases from
ther neraer Aurcra and Karouni propects helped Guyana
registar & higher year-an-year cutput (+2t), Although recent
ming Star-ups have made & Positive contrbution 1o overall
rming production, this will not have a significant affect. The
Project pipeling remains constrained, with 2016 output
Fomm new mines coming on stream axpectad to be arcund
half of what it was n 2015,

Yaar-on-year output from Mongolia {-61] and Indonesia
(121 saw daclines; producton from bath Oyu Tolgoi
[-5.2th and Grasberg (-41] fell owing to mine sequencing.™
In Peru, declines in producton were once again led by
Yanacocha, whera production was 1.6t lower than in

02 2015,
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Despite mine production being flat, gold producers have
had a stellar six manths. The focus on cost managemeant in
recent years has seen costs steadiy fall since 2013, In G2,
yoar-on-year total cash costs and all-in sustaining costs

fell 5% and B% respectively. While further cuts will be
increasingly difficult, costs are now at least under control,
Coupbed with the rise in gold prices during the frst half,
producer mangens ane now leoking increasmgly healthy. Tha
all-in sustasming cost mangin of US$479/0z in 02 was at its
haghest since earty 2013 (Chart 101, This breathing room
has proved to be a boon for the mdustry, and gold maning
Bquities continue 10 outperforrm the wider marke?. ™

Hedgebook continues to adge up

Hedging — the seling forward of unmined gold - by gokd
producers has sean somewhat of a shift in tha last year.
Ve have now seen four consecutive quarters of modast
hedging, talling 1138t In the first half of 2016, nat

producer hedging reached 82.7t, up frarm the 17.7t of

net da-hedging in the same penod last year. The global
hedgebock has risen to over 3001, its highest level since
2009, For perspective, thas is still onby a tanth of the leval
it was at 15 years ago.

The rationale bahind recent hedging remains the degire

1 safeguard cash flow, whether that be 1o help manage

of reduce deb levels, for imvestment in ongoing or future
operations or 1o avoid wolatility and exploit local currency
advantages, This prudence is understandabile given the
upheaval in the industry in recent years, It should also be
noted that those producers entening into, of @xpanding,
hedging agreements have done so only partially — ensuring
that they are still exposed to amy further gains in the

gold price.

AR SR R R AR R R RS RSN E R RS RS RS RAR e

Chart 10: Gold producers have seen margins increase in the first half of 2016
* The emphasis on cost reduction across the gokd mining industry, combined with the recent

price nse, has been a boon 1o producer profit margens.

* Al SUStaInEG Costs ware wrammed by 1% i Q2 from the previous quarter, signalling that

further matenal reducteons will be ncreasangly difficult,
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Tha price increase in 2016 has led to a number of producers
1o use this &s an opportunty 1o lock in the price they will
racaive for their cutput. The gold price s 25% higher n

U3 dollar terms, but at or above record knels in Some other
currencies swch as thie Austrakan dollar and South Afncan
rand (Chart 111, And it & in these regons whane much of
the recent hedging activity has been concenirated.

In Australia, Newcrest extended its hedge of Telfer
producticn by a further 621, while Oz Minerals [+5.2t) and
Alkane Resources (+1.51) wera notable fresh positions.

In Canada and the United States, the most notable
hedges were 6.7t by Atlantic Gold and 5t by Alacer Gaold
raspectively. Endeavour Mining — which oparates in

West Africa - hedged 12,4t (400,0000z) in 02, 50% of

its astimatad gold production ower the duration of tha
heedge. Shortly after the quarter had ended, South African
producer Harmany Gold announced it hedged 20% of its

F¥17 and FY18 1otal production = 13.41 [432,0000z). Ths

will hilp secure margins at some of the company’s higher
Cost operations.

Our expectation remains that small-scale, sporadic hedging
may occur should we see further price appreciation, but a
sustained wave of large-scale hedging deals is unlikely,

Recycled gold jumps in response to higher prices

The supply of recycled gold saw a 23% year-on-year jump
n 02, from 26741 to 32771 This increase 15 pramalily

a funcion of the dramatic price increase that has been
witnessed 50 farin 2016, Whibe th gold prce increased
by 25% in US dollar terms by the end of Junae, many
price-sensitng markets actually Saw much larger mcreases
owing 1o currency movemenis. In the first half of the year,
recycled gold supply was G86.7t, 10% hégher than the
625.91 of recycling seen in H1 2015,

B R B R R B R R R B B R R R R B RS R R R R B RS R RS RE R R R R AR R RS R

Chart 11: Gold producers “local” gold price is hitting new highs

* Thix USS price nse has been mone than matched by the prce in kiy producsr Cummancies.

* Waakness in the Australian dellar and South Afncan rand in particular have benefitted the mdusiry,
* This has been a key reason for the uptick in hedging as producers make the most of the opportumity

te lack in & higher gold prce,
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In India, an increase in recycling was attributed to selling
armong rural conswmers, rather than outright selling by
jewallery consumers more broadly. Weather-related events
i thee past couple of years have impacted rural mcomes,
making gold a useful source of funds with which 10 finance
the purchase of farming products = such as seeds = for the
sowing season ahead,

Tha ane key exception was Turkey, where recycling was
significanithy donwn quarter-on-guarter and marginally down
year-on-year, However, this is similar to what was seen

27 Wortd God Couracd, Tuskin: okl i e, Maiisiery 2015,
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in both 2014 and 2015, The price appreciation at the start
of thi year browght a wave of selling back by consumers,
eager to capitalise on ther gaens. In the second quarter,
recychng fell back 10 more normal levels, despite further
increases in the prce level. Poliical uncertamty contenues
to plague the country, with this sense of enease being
exacerbated by a number of werronst-related incidents.

Ag a resull, many CoONSuMers may also opt to keave thesr
gold “undar the pillow.™
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Notes and definitions

Al sratistics (except where specified) are in wisghts
of fing sl

Notes

Revisions to data

Al data is subject to revisson in the hight of new
information.

Historical data series

Demand and supply data from Q7 2014 ane provided by
Metals Focus, Data between 01 2010 and 04 2013 is 8
synithesis of Metals Focus and GFMS, Thomson Reuters
data, which was created using relatively simple siatistical
techniques. For more information on this process, please
see Crealing 8 consistent dala seves by Dr James Abdey
(Attpiaww gold orgSupph-and-demandoala-
demand-trends/back-issuss/igold-demand-frends-gi-
20T54package)

Definitions

Central banks and other institutions

Mot purchases e, gross purchases less gross sales)
by central banks and other official Sector msutunions,
incheding supra natonal entities such as the IMF. Swaps
and the effects of delta hedging are excluded.

Consumer demand

Tha sum of jeweliery consumption and fotal bar and coin
invasimant occurrng within a country i.a. the amount (in
fine weight) of gold purchased directhy by indnaduals.

Electronics

This measures fabrication of gold into components used
i the production of electronics, including - but not limdted
13 = semeconductons and bonding wira,

Thi first transformation of rawe gold into ntermediate or
final preducts destined for dental applications such as
dental alloys,

ETFs and similar products

Exchange Traded Funds and similar products inchuding,
but not brnited 10: SPDR Gold Shares, iShares Gold Trust,
ZKB Gold ETF, ETFS Physical Gold/Jersey, Gold Bullion
Securtses Lid, Centrad Fund of Canada Lid, Xetra-Gold,
Julius Baer Precious Metals Fund — JB Physical Gold
Fund, Source Physical Gold P-ETC, Sprott Physical Gold
Trust. Ower time, new products may be included when

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

issuers and where data is unavailable holdings have been
calculated using reported AUM numbers.

Gold Demasd Tresds | Second quaster 2006

Fabrication
Fabrication is the first transformation of gold bulbion into &
semi-fimished or finished product.

Gold demand
The 1otal of jewelary fabrication, lechnology, total bar and
cov dernand and demand for ETFs and simar products.,

Jewellery

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

Jowellery fabrication

Figures for jewellery fabrcation = the first ransfermation
of gold bulkon into semi-fimished or finished jewelbery - ang
included i Table 4. Ditfers from jewellery consumpbion as
it excludes. the impact of imeors/fexports and stocking/oe-
stecking by manufacturers and distributors.

LEMA Gold price PM

Unlass otherwise specified, gold price valuas from

20 March 2015 are based on the LBMA Gold prica PM
administered by ICE Banchmark Adrmanistratson (1BA),
with prior values being based on the London PV Fix,

London PM Fix

Unless otherwise specfied, godd price values prios 1o

20 March 2015 are based on the London PM Fix, with
subsequent values being based on the LBMA Gald pnce
P administered by ICE Benchmark Administration (IBA]

Meadals/imitation coin

Fabrication of gold coins without a face value, produced
Iy bath private and national mints. India dominates this
category with, on average, around 90% of the total,
‘Medallion” i the name given to unafficial cons in India,
Medals of at least 39% punty, wires and lumps sold in
small quantities are also included.

Mine production

The volurme {in fine wesght] of gold mined globally.
This includes an astimate for gold produced as a rasult
of artisanal and small scale mining [ASM), which s
largehy enformal
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Net producer hedging

This rmeasures the impact in the physical market of

maning companses’ gold forward sales, loans and options
positions. Hedging acceberates the sale of gold, a
transaction which releases gold (from exdsting stocks) 1o
the market. Over tme, hedgeng activity does not generate
a net increase in the supply of goid. De-hedging — the
process of closing out hedged positions - has the opposite
impact and will reduce the amouwnt of gold available to the
market in any given quarter,

Odficial coin demand

Irvestment by mdividuals n gold bullkon comns, 11 equates
1o this fabncation by national mints of coins which are,

of hawe bean, legal tender in the country of issue, IUis
rvsasured at the country of consurmgtion rathes than at the
country of oagin (for examgle, the Parth Mant n Austraks,
solls the majonty of the coins it produces throwgh its global
destribution ratwork) and is measwed on a net bass., In
practice it includes the initial sale of many cons desuned
ultsrately 10 b considerad &5 NUMSMAtE rathar than
ballion.

Other industrial

Gold used in the production of compounds, such as

Gold Potassum Cyanide, for electro-plating in mdustrial
applcations as well as in the production of gold-plated
jewallary and other decorative items such as godd thread.
India accounts for the bulk of demand in this categoary.

Over-the-counter

COrver-the-counter (OTC) ransactions (also referred 1o as
“off exchange’ trading) 1ake place directly between two
parties, unlike exchange rading which is conducted via
an exchange,

Physical bar demand

Irmvstmant by mdreiduals i srmall (kg and below)

gold bars in a foom widaly accapled in the countries
represented within Gold Demand Trends, This also
inchsdos, whore identifiable, gold Bought and stongd via
onling vendors. 1115 measured as net purchases

Gold Demand Tresds | Second quaster 2006

Recycled gold

Gold sourced from fabricated products that have bean
sold or made ready for sale, which is refined back into
bullion, This specifically refers 1o gold sold for cash, It does
ot include gold traded-in for other gold products (for
example, by consumers at jewellery S10Mes) of procass
scrap [working gold that never becomes part of a
fabricated product but instead refurms as scrap 1o a refiner].
The vast majornity — arcund 90% - of recycled gold is
high-value gold (largely jewelery) and the remainder is
gold recovered from indusinial waste, incheding lapiops.
mobile phomnes, circuit boands ate. For more detail on
recycling, refer to The Lips and Downs of Gold Recycling,
Boston Consulting Group and World Gold Council,

March 2015 (wwwgold. org/supply-and-demand].

Surplus/deficit

This s the difference batwean lotal supply and gold
demand, Partly a statstcal ressdual, this number also
captures demand in the OTC market and changas 1o
ImEOnNes on commodily exchanges, with an additional
contribution from changes 1o fabACELON imenionss,

Tachnology

This captures all gold used in the fabrication of alectranics,
dantal, madical, decorative and other technological
applications, with electronics reprasanting the largast
compaonent of this category. Il includes gold destined for
plating jevwallery.

Tonne |Metric)

1,000 kg or 32151 oy oz of fine gold,

Total bar and coin investment

The total of physical bar demand, afficial con demand and
damand for medalsirmidation comn,

Total supply

The total of mine production, net producer hedging and
recycling.
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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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