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Highlights

° Precious metals with temporary gains - Gold and silver popular with physical investors, platinum
group metals gain on the prospect of shrinking production.

° Gold reaches all-time high in Euro-terms - In dollar-terms highest since early October. Barren
and ETFs most popular products. Next German politician asking for Bundesbank gold sales burns
his fingers. Production rose in 2008 in several countries, so in China, Russia, Ghana

° Silver depends on gold price moves... - ...and rises considerably above $ 12.00. Peru and Mex-
ico both raise output.

° Platinum scratching at the $ 1,000-mark — The physical offtake can't be the reason. January car
sales numbers catastrophic again. But at the same time mines reduce output and that attracts
speculators.

° Palladium close to $ 200 - Norilsk reports 10% production decline for 2008. And less to come this
year.

° Rhodium & Co. more or less unchanged - Rhodium remains most expensive metal, but platinum

closes in. Ruthenium cannot fall much more, can it? Iridium slightly lower.
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Platinum

The marked increase in the Euro/US-dollar
rate (and thereby also gold’s price) already
before last weekend effected all the com-
modities, including platinum. The metal
climbed quickly from under $ 930 an ounce
to over $ 970 an ounce. After a short
breather, when the price corrected down-
wards a bit, the upward move continued and
on last Friday the metal recorded $ 990 an
ounce. However the white metal could not
hold onto these gains and is presently trading
at $ 960 an ounce; even then platinum is still
almost 3 per cent above its level noted at the
time of our previous report.

However the bad news from the automobile
industry, the main demand-sector for plati-
num & Co., has not been subdued due to
this. From France the news is that the
“wrecking bonus” has hardly had any effect
so far and in Germany the media is reporting
that to date a mere 2,000 claims have been
filed under the German scheme — till now a
mere drop in the ocean.

Also so far reported new car registrations
world-wide in January were catastrophic: in
Spain a minus 41 per cent and Italy down by
33 per cent. Japan sold 28 per cent fewer
cars; new car registrations here stood at their
lowest in the last 37 years. Figures from the
USA will be out later today and the situation
there is not looking better either: market ob-
servers are expecting things to deteriorate to
a new 27 year low.

Consultants Bain & Company reckon that this
year global automobile sales will fall by 11
million vehicles. This is 65 per cent of the
total West European market volume. Accord-
ing to Bain & Co this industry will have to wait
till 2012 before sales figures of 2007 can be
achieved again. For platinum metals markets
this means reduced annual demand by
maybe 40 tonnes, i.e. almost 10 per cent of
global annual production. Additionally these
metals will have to cope on top with lower
demand from the electronic and jewellery
sectors.

In view of this development we remain of the
opinion that in the short-term the platinum
price cannot record sustainable gains. At the

Palladium

Norilsk Nickel, the world’s largest palladium
producer, this week reported its final 2008
production figures: last year they produced
2.821 million ounces palladium and 659,000
ounces platinum; almost 10 per cent less
than previous year. In 2009 they expect a
further reduction.
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same time we do not expect the metal to
collapse to $ 800 an ounce or lower. This
latter due to the reaction of the mining com-
panies who are currently cutting-back pro-
duction, partly voluntarily, partly due to tech-
nical problems but also partly because the
higher costs no longer justify profitable pro-
duction and as such mining companies have
already closed some mines or might be doing
so in the foreseeable future.

Despite these external factors, since the
October lows platinum has technically been
in an upward trend: this partly due to the fact
that the metal was down at times well below
$ 800 an ounce and thus definitely oversold.
At these levels platinum was trading below
the average production costs.

As a result of the recent gains the danger
seems now increasing that platinum could
depart downwards from the aforementioned
trend-channel. Should it drop below $ 950 an
ounce, the threat of it testing $ 900 an ounce
cannot be ruled out. In view of the most re-
cent reports from the international automobile
markets this would not really come as a com-
plete surprise.

On the other side any (unexpected) gains to
above $ 1,000 an ounce would again send
positive signals to the shorter-term oriented
dealers and speculators who may then push
the metal up to $ 1,100 an ounce. They
should however not hope for any support
from the industry and as such gains to such
levels will most likely not be sustainable.

The significantly lower prices levels seen in
the last year are a massive burden for the
mines. Last week Aquarius Platinum reported
a half-year loss of $ 75 - $ 85 million; a quar-
ter of this is attributed to the (perhaps) tem-
porary closing of their Everest mine. In its
last financial year (till June 2008) Aquarius
had reported profits of $ 236 million.

It was this news that has surely supported
palladium this week, with the metal climbing
up to almost $ 200 an ounce. Even though
palladium’s (chart-) technical picture is some-
what better than platinum’s, in the end it will
however depend on how platinum eventually
performs.
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Rhodium, Ruthenium, Iridium

The rhodium price has remained unchanged
since our last report and is still trading at
$1,075- % 1,175 an ounce. The two-way
turnover itself has been low; certainly this is
also a consequence of the subdued eco-
nomic activity.

Gold

Again predominantly driven by a weakening
US-dollar the gold price moved upwards and
in two waves over the past 10 days reached
$ 930.50 an ounce; it's highest since early
October. In euro terms gold actually re-
corded even an all-time high of € 727 an
ounce (€ 23.37 per gram).

Private and institutional investors are stand-
ing by “their” yellow metal, however continu-
ing to prefer only it's safer, physical form.
They have moved the sales volumes at the
more popular ETF’s to new records in the
past 10 days; yesterday evening total gold
underlying the SPDR Gold Trust ETF was
853 tonnes — 20 tonnes more than on 23rd
January. Similar developments, albeit at
lower volumes levels, have been reported
by other ETF issuers.

Our investment bars up to 1 kilogram also
remain much in demand. All that can be
produced in the form of casted as well as
minted bars is quickly finding its way via
banks and precious metal dealers to the
end-customer.

Actually it was not be a surprise anymore
that the gold reserves of the Bundesbank, in
times when the State coffers are running
empty, again attracted attention of one or
the other politician. The only surprise in the
most recent attack on the reserves was the
direction it came from, namely a back-bench
Christian Democratic politician. In the past
years such demand has been voiced more
by the left side of the German political spec-
trum.

In times where the stability of the European
currency system is being more than ever
before discussed, the latest effort of voices
demanding selling of central bank gold will
without doubt fall on deaf ears. And this is
arguably the correct reaction: currently the

Silver

The white metal continued to gets its direc-
tion from gold and moved from $ 11 an
ounce to at times over $ 12.60 an ounce.
Looking at the chart further gains cannot be
ruled out; a lot depends on whether it can
climb over the $ 12.80 an ounce mark in the
foreseeable future.

No change is in sight for ruthenium which is
quoted at $ 30 - $ 80 an ounce, but even at
these levels is fails to attract bigger buying
interest. Iridium now is trading slightly lower
at $ 360 — $ 410 an ounce.

total gold reserves of the Bundesbank are
worth a “mere” € 65 billion and would in any
case not make any significant difference given
the exorbitant demand for money currently
created by the Berlin politicians. Additionally
the gold price would not stay at these levels Low
once any announcement of a bigger sale by
the Bundesbank is made; to negate this effect
and not pull the gold price down they would
have to spread the sales over a period of at
least 15 years. Given the present financial
distress such sales would not bring much in
value and in all probability only add to further
loss of confidence. The German Ministry of
Finance also sees it so and has meanwhile
clearly rejected the CDU proposal.

AU US$/oz €loz

High 931.00 727.00

843.00 650.00

Latest 903.00 702.00

While other central banks also have in recent
times reduced their gold sales — e.g. the maxi-
mum European sales quota of 500 tonnes per
year under the CBGA is far from being used
up — supply of “scrap gold” as a source takes
on growing importance in the market.

And above all it is also important to see how
much new annual production mines will be
able to bring to the market. It appears that
globally the peak — at 2,645 tonnes — was
already reached in 2001; however some indi-
vidual nations could better on their production.
China belongs to this latter group and is
meanwhile the largest producer in the world
with 282 tonnes in 2008; 4.3 per cent more
than in previous year. Russia and Ghana also
brought out more gold in 2008 than in 2007,
the earlier 164 tonnes (+ 13.3 per cent) and
the West African nation 81 tonnes (+ 4 per
cent). On the other side, South Africa and a
series of other producers have seen gold
production going down in 2008.

Mexico and Peru, the two largest silver pro- AG
ducing countries in the world, recently an-
nounced new production figures: world num-
ber 1 Peru reported for 2008 new-production
of 3,686 tonnes (plus 5.3 per cent) and Mex-
ico produced 234 tonnes in November (a plus
of 35 per cent compared to same (strike-torn)
period previous year).

US$/oz €loz
High 12.66 9.92
Low 11.19 8.61

Latest 12.35 9.61
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On the Net

e Pt - Norilsk Nickel cancels membership in Russian National Inter-Industry

e Pt - DJ Platinum Australia: First concentrate at Smokey Hills

e Pt- Aquarius Platinum sees H1 loss of $75-$85 min

e Pt - Lower car sales hit platinum

e PGMs - LiteWave enters into agreement to acquire PGM mineral properties

e PGMs - Rescue pleas intensify as car output drops

e PGMs - GKN reveals extent of damage caused by car industry crisis

e Au - Newmont to buy remaining Anglogold interest in Australia's largest gold mine

e Au - Despite layoffs, DRDGold finds the money to buy100% of Elsburg JV

e Au - AngloGold Ashanti raises resource estimate for Tropicana gold project

e Au - AngloGold sells stake in Australian mine for $1bn

e Au - Russia Polyus Gold '08 output stable at 1.2 min oz

e Au - Barrick to shut down Kainatu gold mine in PNG

e Au - Goldplat ramps up production in Kenya and on the prowl

e Au - Record gold production from Lihir Gold for third successive year

e Au - Osmium offers new share class denominated in gold

e Ag - Hochschild forecasts 19.1m oz silver production

e Ag - Minera Andes - 4Q Au/Ag production increases at the San Jose mine

e Ag - Fortuna increases silver production at Peru's Caylloma mine

e Minors - Norilsk Nickel cancels membership in Russian National Inter-Industry

e Economy - Merkel's banger bonus lights up auto industry

e Qil - Qil slides to $40.08 as strike threat ebbs

To open the link click on the headline.

Disclaimer

This document is not for the use of private individu-
als and solely aimed at professional market partici-
pants in the precious metals markets. It is not and
should not be construed as an offer to sell or the
solicitation of an offer to purchase or subscribe for
any investment. Heraeus has based this document
on information obtained from sources it believes to
be reliable but which it has not independently
verified; Heraeus makes no guarantee, representa-
tion or warranty and accepts no responsibility or
liability as to its accuracy or completeness. Ex-
pressions of opinion are those of Heraeus only and
are subject to change without notice. Heraeus
assume no warranty, liability or guarantee for the
current relevance, correctness or completeness of
any information provided within this Report and will
not be held liable for the consequence of reliance
upon any opinion or statement contained herein or
any omission. Furthermore, we assume no liability
for any direct or indirect loss or damage or, in
particular, for lost profit which you may incur as a
result of the use and existence of the information
provided within this Report.

By embedding a link to an external Internet web
site ("hyperlinks"), Heraeus does not adopt such
an external Internet web site or its content as its
own because Heraeus is unable to control the
contents of such web sites constantly. Heraeus will
also not assume any responsibility for the availabil-
ity of such external Internet web sites or their
contents, and any visit by the user of such external
Internet web sites and their contents via hyperlink
is at the user's own risk. Heraeus does not assume
liability for any direct or indirect damage arising to
the user from the use and the existence of informa-
tion on these Internet web sites, and Heraeus does
also not assume any liability that the information
called by the user is virus-free.

All prices shown are interbank market bid prices,
all charts unless stated otherwise are based on
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