Heraeus

Precious Metals Weekly ©
25 August 2010 '

T~ v D
3 I - “_ s » -

-

A ' - . . e,

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

Highlights

° High volatility within thin trading range - In the end gold and silver look better than the platinum
-metals.
° Gold on its way to new all-time high? — Poor economic data quickens demand - all over, except

Germany. Hedge funds hold 10 % of the largest ETF. China produces more, South Africa less.

o Silver prisoner to “dual” role - On one hand “safe haven” (together with gold), but then insecure
due to industrial demand. This however still ongoing and with it the support for the price.

° Platinum irons out some losses — Stays within trading range, at least for the moment. July Euro-
pean automobile sales bleak. But world-wide more metal usage in the early months than 2009.

o Palladium gains further, but without own impulse - (For now deferred) Putin visit to Norilsk an
indication of a possible State stake?

o “Minor” platinum-metals hardly changed — Rhodium stays above $ 2,000 mark, Ruthenium and
Iridium unchanged.
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Platinum

High volatility within a relatively small trading
range: such was the platinum market in the last
two weeks. It started this reporting period with
small gains which brought the metal to peak at
$1,544 an ounce. Fresh negative economic data
from the USA (July housing sales were at a 15
year low) then saw the metal reversing, the slide
stopping at $1,486 an ounce.

Yesterdayodés gold rall-y
metals along with it, though given the economic
situation, the
than that of gold and silver. Still platinum man-
aged to climb back to $1,517 an ounce i the
middle of its two-week trading range. And it
should continue to stay in this range i namely
between $1,545 and $1,485 1 in the coming
days too. Should the metal, contrary to our ex-
pectations, break out on the upper-side, the
path to it testing the $1,590 an ounce mark in
the medium term is free. On the other side of
the spectrum, next support is at $1,455 and
then at $1,440 an ounce.

Overall August has so far been a relatively lean
month as far as news is concerned and the last
two weeks were no exception. On the statistics
front the July All-Europe automobile sales fig-
ures are still missing. Traditionally these figures
are published considerably well after all the
other markets and so it is this time too. What-
ever has so far been published is anything but
good. All-in-all the essential markets recorded a
thick minus, starting with Germany i as already
mentioned in our previous report i 30 per cent
fewer vehicles were sold in July; but also in
France and England (each i 13 per cent), as
well as Italy and Spain with around 25 per cent
minus as compared to the comparable period of
last year. The average for W-Europe is minus
18 per cent. As such July was far worse than

Palladium

The price of palladium in the past two weeks
moved between $470 and (almost) $500 an
ounce. The metal was influenced more by im-
pulses from the other metals rather than its
own.

A planned trip by Russian Prime Minister Putin
to the city of
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the average for the year-to-J une 6 s
1 per cent compared to previous year.

Globally seen, platinum-metals demand from
the automobile industry so far this year should
still be in a considerable plus. We feel that com-
pared to the first 7 months of 2009, almost 15
tonnes more of platinum-metals have been
bought by the automobile industry so far this

1 year; alongside the positive jewellery demand

from China, this should have been an important
support for the platinum-metals prices.

This holds more so when one sees the recent
behaviour of the investors, who after recording a
significant plus in their holdings in the 1st Quar-
ter, be it in ETFs or Futures Exchanges, have
meanwhile not only taken a step back but have
in fact actually somewhat reduced their holdings
in the last few weeks. The German investors, i
who in 2008 after the start of the economic and
financial crisis had extensively stocked up on
platinum and palladium bars i to begin with, did
not go as far as the investors in the Anglo-
Saxon area. Already in the first quarter, when
they went for physical gold in a big way (thanks
to the Greek crisis), they had sidelined the plati-
num-metals.

As far as the mining side is concerned, there
was some news and can be accessed via the
l'inks on page 4. Addit
platinum producer Impala announced that after
extended negotiations with the unions a wage
increase in the region of 8 per cent had been
agreed upon and a possible strike prevented.
However so far they have not reached any
agreement on the issue of company-pensions;
an arbitrator is to be appointment for this pur-
pose but there is no threat of a fresh strike in
this connection.

est nickel and palladium producer, was called
off to due to bad weather. In this connection
there were again strong rumours that the gov-
ernment might be trying to bring Norilsk Nickel
under State control. Presently two oligarchs,
each with 25 per cent ownership in Norilsk, are
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Rhodium, Iridium, Ruthenium

The possible collapse of the rhodium price below
the $2,000 mark mentioned in our previous report
has so far not happened. Instead the considera-
bly fallen price and at this level a relatively cheap
buy saw good demand coming from the automo-
bile industry as people returned from their sum-
mer holidays. Traders selling the metal were thus
met by adequate demand coming from this cor-
ner. As such the price of the most expensive
precious metal has remained little changed, pres-
ently trading at $2,050 - $2,150 an ounce.

Ruthenium is a tick lower at $165 - $195; irid-
ium $690 - $730 an ounce. Since our previous
report, nothing worth a mention happened as

far as these two metals are concerned.
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Gold

The continually climbing gold price, at least till
end of last week, was, among others driven by
ETF-investors adding to their positions (also see
below). This was further supported by fresh,
rather speculative plus positions, as investors
also bought on the New York Futures Exchange;
till end of last week they had bought up almost
2.4 million ounces (75t !) of gold. A week earlier
is was already 27 tonnes.

Finally this double buy-interest moved the price
of gold up and on last Thursday it touched
$1,237.50; a seven week high. Poor economic
data in the USA i first the employment figures
and then housing market data i were external
factors that drove investors and dealers to safe-
haven gold.

This generally positive mood was not influenced
in any significant manner by the momentary
profit-taking seen in the past two days. The metal
dropped yesterday to $1,210 an ounce for a short
while, but then quickly reversed and within a few
hours touched its high for this reporting period.

Last week news agency Reuters published an
interesting summary concerning the engagement
of the Americdaésdbarirgeth
largest Gold-ETF, the SPDR Gold Shares. Ac-
cording to this, end of 2nd Quarter the Paulson &
Co fund was holding $3.8 billion (that is equal to
ca. 100 tonnes of gold and compared to previous
quarter has remained unchanged); the second
largest, by a good margin, was Eton Park with an
investment sum of $800 million (ca. 20 tonnes;
one new investment in 2nd Quarter), followed by
Soros with $608 million (round 15 tonnes; minus
0.75 tonnes versus end of March). These are
followed only by two smaller investments. All-in-
all these five hedge-funds together hold almost
140 tonnes of gold; slightly over 10 per cent of
the total investment bound in metal at SPDR
Gold-ETF.

Independent of this end of June was also the
point in time when the stocks of SPDR ETFs, at
1,320 tonnes, had reached their interim high.
Throughout July these then went gently but con-
tinuously downwards. At the start of this month

Silver

In the past two weeks the price of silver was
extremely volatile. Moving parallel to gold, at first
the price moved up to $18.63, but then i primar-
ily due to the dismal economic outlook i had to
book considerable losses. It was further affected
by a currently not very friendly chart situation.
However the development has to do more with a
classical bear-trap: after the price yesterday was
again pushed up with gold, those shorts specu-
lating on further falling prices had to quickly cover
their positions. This moved the price up by 70
cents within a few hours and this surge has con-
tinued today too.

Silver at the moment is in a dual-position: on one
hand the metal is mainly an industrial metal and
as such subject to losses in a recessionary sce-
nario, but on the other side silver (in the shadow
of gold) is also an investment metal, sought after

the wind then changed and fresh investments
flew in. Presently the SPDR-ETF, which cur-
rently represents around 2/3rd the global Gold-
ETF market, holds 1,298 tonnes of the yellow
metal.
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High
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German demand for precious metals bars in
the past two weeks, despite negative reports
on economic developments in other nations,
did not get rekindled. It appears that the Ger-
man investors, with their own economy doing
well, do not feel the need to buy gold as a safe-
haven. Additionally, in recent days there has
been an increase in critique on gold in the
press. Especially the rather negative chart-
picture has been pointed out. These reports
could by all means have influenced one or the
other potential investor to hold back with his
purchases.

Latest

We do not see the short-term gold price devel-
opment so sceptically as some of the techni-
cally oriented analysts. The latest reports on
the economic and financial situation in the USA
and in some important European nations (the
only exception being Germany) do not point to
the two-year old crisis as having being mas-
tgrg %‘\Q/ﬁn 1es%g \‘/(gvﬁin it comes to the situation
of State debt. This i accompanied with fore-
seeable low interest rates for an extended
period of time T speaks positively for gold. In
any case the (downward) risk appears to be
much lower for gold than for the white metals,
especially the platinum-metals. These latter,
being predominantly industrial metals, would
suffer relatively more if the global economy
undergoes further setbacks.

An attempt by gold in the coming weeks and

months at reaching new historic highs will cer-

tainly not be hindered by new production com-

ing from the mines: While China reported an
increase in half-year outturn to the tune of 9

per cent more compared to previous year,
production in South Africa fell further, for exam-

ple by 5 per cent in May compared to previous
year6s comparabl e mont h.

by investors looking for safer havens. AG US$/oz

The mining company CoeurHighd Al 2868
nounced last week that production-stop due to 17.70

the protests at their San Bartolome mine in Low
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gest silver [mi i
mal and Coeur confirmed that despite the pro-
duction loss their outlook for 2010 remains
unchanged at 6.5 mil
largest pure silver producer, Silver Wheaton,
announced last week that their profits were up
200 per cent in the last quarter and that pro-
duction this year would be 22.2 million ounces.
Silver Wheaton has big plans for the future:
they plan to increase production to 38 million
ounces in the next three years. More informa-
tion on the mining company can be found via
the links on page 4 of this report.
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On the Net

e Platinum - Northam Platinum to issue bond to help pay for Booysendal

e Platinum - Impala Platinum expects 25% drop in FY earnings per share

e Platinum - Aquarius Platinum swings to net profit

e Mining Industry - Lonmin re-able to sell base metals

e Gold - Gold may be nice-b u t pl

ease do(n&eotland) ne it

e Gold - Summary: Are junior gold miners ripe for takeovers

e Gold - Venezuela raises export quota for gold miners

e Gold - Newcrest to boost gold output

e Gold - CBGA gold sales minimal as IMF sales continue

e Gold - Zimbabwe first-half gold output rises to 4 tonnes

e Gold - Purity of gold a big concern for jewellers

e Gold - Gold bullion stolen from Florida treasure museum

e Gold - Frankfurt stock exchange starts euro gold futures and option trading

e Silver - Hochschild plans silver expansion

e Silver - Silver Wheaton reports 200% increase in Q2 net earnings

e Economy - Europe July car sales down 18.5%

e China - Now, the world's 2nd largest economy

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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