Heraeus

Precious Metals Weekl
8 June 2010

Wolfgang Wrzesniok -Rossbach - +49 (0) 61 81 35 50 01

Highlights

il

Precious metals go different wéGold continues to keep its top position in the eyes of the
investors. The white metals get to feel the increasing aversion to risk.

Gold at new alime highd In Dollar, Euro and all other currency terms. For the moment, peak of
physical demand reached. Delivery periodsbfmsgedding out again, butroaimufacturers
report record production

Relative to gold, silver loses, at times,-pveportionallyd Suddenly it had again predomi-
nantly become an industrial metal and ndteveafiine with gold. New GFMS annual report
on silver market published (see link on page 4).

Platinum, at least momentarily, again irons out its l@sBes investors getting cautious in
view of the precarious outlook for the international automobile markets.

Palladium fall and risédnvestors and speculators still predominantly confident. Norilsk plans to
significantly increase platimatals production by 2013.

0 Mi n or 6-medlsdakingm bre@khodium and ruthenium drop, latter only marginally.
Despite continuing physical demand, iridium keeps stable.
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Platinum

In the past twelve days platinum could not really
shine. Though it initially moved up from $1,535
to around $1,570 an ounce, it then got into a
week-long calm phase with a tight trading range
as it hovered around the $1,550 an ounce mark.
The next move came before last weekend and
the metal left this range and went south. It was
a mix between industrial demand holding back
and cautious investors that brought the slide on,
which finally stabilised at just below the $1,490
an ounce mark before it again reversed direc-
tion, and in the past few hours has managed a
decent recovery.

Despite full order-books at various companies,
with the background of the continuing debt-crisis
in Europe, investors at the moment appear to be
sceptical about the economic developments
(and the USA is not looking any better in this
context). This could be one reason why last
week holders of ETF-positions partly reduced
their exposure. Platinum ETF stocks thereby fell
by 5 per cent to 1 million ounces (ca. 31 ton-
nes).

The above mentioned scepticism was also fed
by the latest registration figures from the inter-
national automobile markets. The May figures
were mixed. USA reported a plus of 19 per cent

Palladium

Palladium ETF positions also fell last week,
though the drop i afirst in three weeks i was a
mere 9,000 ounces. Total (ETF) stocks still
remain extremely high at 1.765 million ounces
(55 tonnes). However, unlike platinum, last
week palladium speculative positions on the
NYMEX and TOCOM exchanges went up,
resulting in the overall positions in the hands of
investors and speculators in fact going up a net
37,000 ounces.

Palladium price, that had in the beginning gone
up mildly, despite these purchases dropped
before previous weekend and fell from $460 an
ounce to a considerably lower level of $415 an
ounce; it last noted so low on 22nd May.

In the past 24 hours the metal has again staged
a strong come-back and is marching towards
the $450 an ounce mark. We remain of the
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and the outlook for the full year is now 11.8
million new registrations, considerably more
than what the analysts had predicted earlier.
However these are still light years away from
the better times the market had seen before the
start of economic and financial crisis in the sum-
mer of 2008. As such, things have improved but
are far from being good.

With this background, in our opinion the slowing
down of growth in the Chinese automobile mar-
ket is taking on an increasingly important mean-
ing. Here the growth rate of new registrations in
May slowed down to 23 per cent; the lowest in
13 months. Compared to previous month, sales
were in fact down by almost 6 per cent. Accord-
ing to market observers, as cited in the media,
June is not going to be any better. In 2009
growth in (automobile sales in) China was 46
per cent, with 13.6 million vehicles being sold.

Clear negative signals came from other impor-
tant automobile markets too: in May Germany
sold 34 per cent fewer vehicles compared to
previous month, Italy 14 per cent, Brazil and
England each a minus 10 per cent.

opinion that the massive price exaggeration in
the past months has been adequately corrected
by the more recent multiple tests of the $400 an
ounce mark. Industrial end-users should there-
fore consider using every considerable dip to
cover at least some of their future demand.

Noril sk Nickel, the
palladium producer, announced last week their
production plans for the coming years. They
intend to increase palladium production from the
present 88 tonnes (of which 84 tonnes in Rus-
sia) to 100 tonnes by 2013. Platinum production
is planned to go up from 22 tonnes to 25 ton-
nes. Interestingly, Norilsk also gave a peek into
their plans
three years they hope to turnout 3 tonnes of
rhodium, 700 kg of ruthenium, 100 kg of iridium
and 5 kg of Osmium.

Rhodium, Iridium, Ruthenium

Rhodi um was not spared
losses in palladium and platinum. It was mainly
profit-taking, primarily the liquidation of some of
the more speculative long-positions, that brought
the most expensive precious metal down a good
$150 an ounce. Currently it is quoted at $2,450
an ounce; itsd | owest
reckoning with a trading between $2,250 and the
present level and with increasing industrial buying
interest, so that, for the moment, the metal should
not fall below the lower end of this range.

Il ridiumbés situation
and the price has not changed since our previous

has

t report. However buyers are very much out

there, and with the price consolidating at $700 -
$740 an ounce, a sustainable change in trend
is not foreseeable in the near future.

Ruthenium has also calmed down a bit, trading
mildly lower at $225 - $255 an ounce.
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Gold

With the (possibly a mere) feeling of the calming
down of the debt-crisis situation in Southern
Europe, gold at the beginning of this reporting
period temporarily lost some ground. The yellow
metal found itself in a situation whereby it ended
up testing the support level of $1,200 an ounce
that was mentioned in our previous report. How-
ever the pressure was not enough for it to sus-
tainably stay below this psychologically important
level and before last weekend the buyers were
back. By noon today the price had climbed back
up again i among others supported by the con-
tinually weakening euro i to $1,251.25; another
historic first.

A consequence of a firm Gold/US-dollar price
and the fall of the euro after the weekend to be-
low the 1.20 mark against the US-dollar was a
very firm gold price in the Euro-Zone. Here also
the metal reached a fresh historic record of EUR
1,150.55 an ounce; a good EUR 30 more than its
previous high of mid-May earlier this year.

However investors in Germany did not let them-
selves get influenced by the significant setback
after the first high of middle May nor from the
massive rally thereafter. Demand for gold-bars is
currently not as high as it was the past weeks,
though still well above the long-term average.

The at-full-capacity bar production has, among
others, lead to delivery periods normalising for
bars being produced by Heraeus. Currently only
minted bars in the smaller denomination (up to 20
g) are out of stock, the larger ones (1 oz, 50 g
and 100 g) are again deliverable within a few
days.

At the moment, bars are not the only investment
products which are popular with investors. ETFs
have again shown strong in-flows. Stocks here
went up last week by over 21 tonnes. Total
stocks now bound to such products weigh in at
1,970 tonnes; a fresh all-time high. With continual
increase in these positions, the danger of set-
backs also increases, as investors may one day
decide, for whatever reason, to cash-in or are
even forced to cash-in. Though at the moment
such a development is not foreseen, ETF stocks
should be closely watched. Certainly, in the short
-term, gold will not be able to absorb even 10 per
cent of this volume coming to the market at once
without suffering a massive setback.

For the moment there is not much pointing to a
sell-off on this front, more for a continuing de-

Silver

The sudden flight of investors from allegedly
unsafe asset-classes saw to it last week that
silver had to book massive losses. All at once the
whi te met al was no
instead merely another high-risk commodity,
especially one that could suffer from a possible
recession. Within 48 hours silver lost over a dol-
lar as it crashed from $18.40 an ounce to $17.16
an ounce.

This time around too it did not take long before
the investors thought better of the metal: back in
favour, the metal
losses. Certainly it was helped by the un-
changed, albeit very firm gold price. Silver is
currently back trading at $18.32 an ounce, a tick
above where it was at the time of our previous

|l onge

equal

mand for physical investment metal. For manu-
facturers of coins and bars this would mean
ongoing high capacity utilisation, even if the
peak values of the past three months may
perhaps be not reached again.

As far as gold coin sales are concerned, some
State mints published figures recently. The US
Mint announced that it had sold 190,000

1 ounce Eagle coins in May; its highest
monthly number since 1999. Other denomina-
tions than the 1 ounce one were not even of-
fered, according to a speaker of the Mint. Since
1986, the year the Eagle coin was introduced,
there have been only five other months when
more coins were sold than May of this year.

Similarly positive have been Krugerrand sales
for the South African Rand Refinery. Here
weekly production in May had been pushed up
to 30,000 ounces per week, partly due to the
high demand from Germany. This represents a
50 per cent increase compared to the previous
weekly quantities and the highest production
level in 25 years. Since 1967, when the Kruger-
rand was introduced, Rand Refinery has sold
47 million such coins, according to a speaker
for the refinery.

Gold buyers must have felt strong not only due
to the growing uncertainties on account of the
Statebds financi al
but also due to fundamental news: in recent
days various gold producing-countries have
reported negative developments in connection
with gold recovery. For example, production in
South Africa in the first three months of this
year, compared to first quarter of previous
year, has fallen 15 per cent to 44 tonnes. Com-
pared to the comparable period of previous
year, the minus is a slightly lower 12 per cent.

Russia also reported falling gold production:
new mined gold in the first four months of this
year, compared to similar period of 2009, was
down 11.4 per cent to
production this year of 12.3 tonnes was off 21
per cent versus

The only country that has again reported a plus
in its recent figures is China. Here April produc-
tion was almost 29 tonnes; thanks to this a first
four month output of 99 tonnes i plus 5.6 per
cent compared to previous year.

Continued on the right

report of 27th May.

Open positions on the New York exchange and
ETFs have reduced by almost 2 million ounces
last week; also a sign of the temporary misgiv-
ings of investors.

In the coming days, silver will unlikely develop
such a life of its own and will rather get its im-
pulses from gold again. It may be subject to
some setbacks, but that does not change the
generally positive direction.

The UK based research house GFMS pub-
lished their annual precious metals study last
week. Details to this can be found via the link
on page 4.
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High 1,251.25 1,150.55 33.77
Low 1,196.65 971.95| 31.25
Latest | 1,242.00 1,039.50 33.42

Continued from the left

On the central banks front, the IMF is
continuing with its planned sales. In April
it sold 14.4 tonnes of gold in the free mar-
ket (after 5.6 tonnes in February and 18.5
tonnes in March). As such, of the 191.3
tonnes that have been demarcated for
sale, a fifth has already been brought to
the market without causing any ripples.

On the other side of the IMF is possibly
the Iranian central bank. Reports last
week, though officially not confirmed, said
that a part of the Iranian euro foreign ex-
change reserves were converted to US-
dollars and gold. According to the report
from Teheran, the total underlying value
here was EUR 45 billion.
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Platinum - Eastplats Eastern Limb Development Plan

Gold - AngloGold Worker Killed By Ground Fall At Moab Khotsong Mine

Gold - Australia's Newcrest sees Lihir deal by September

Gold - South African gold output falls hard

Gold - India May gold imports falls to around 17-18 t

Gold - World gold demand seen up year/year in Q2 - WGC

Gold - Glencore may put gold mines on sale, mulls unit IPO

Silver - GEMS sees higher silver demand lifting 2010 price

Reuters Summit - Prechter: Gold could fall 40 percent from peak

Inflation - California Pension Fund to use commodities to hedge inflation

GFMS - Risk for precious metals prices on the downside

Zimbabwe - Gold output could reach 20 tonnes in 2010
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Base Metals - Copper suffers in line with fears of China’s economy

q Inflation - Fund to use commodities to hedge inflation

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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