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Highlights

° Precious metals remain under pressure - With the exception of gold multi-year lows reached.

o But even Gold trades only at a meagre $ 700 - Anxious look over at the mining industry. Whilst
speculators sell, the demand boom for bars and coins continues.

o Silver holding at around 9 dollars - But the white metal had suffered already before. Retail clients
remain loyal, delivery for smaller investment bars ordered now only in December.

° Platinum on the lowest level since 2004 - At $ 780 things start to get tricky for the mines. But for
the time being this is outweighed by doubts about the state of the global economy and more con-
crete by the downturn of the car sector.

° Palladium trading only at $ 160 - Since March metal looses nearly 75% of its value. First mine
closed in Canada. Norilsk open to offers for Stillwater. Industry sees low prices as buying opportu-
nity.

° Rhodium in free fall - Metal trades down to $ 1,600. Ruthenium and iridium loose value as well.
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Platinum

Like a lot of other industrial commodities
platinum came last week under extreme
pressure in light of an expected massive
global recession. Starting at just under

$ 1,000 an ounce early October the price had
fallen to $ 770 by yesterday afternoon; its
lowest since mid 2004. Back then the metal
had traded twice as low as $ 765 an ounce —
a low last seen before that in November 2003
(lowest in that year was $ 600 in April).

Beside the general scepticism about the fu-
ture growth of the commodities markets,
platinum more specifically got hit by the
situation evolving in the automobile industry.
In the last weeks there has been continual
bad news coming from this sector, most re-
cently with (profit) warnings from Toyota, Fiat
and Daimler.

Palladium

One cannot speak of palladium having had a
bright “Indian Summer” for some time now,
and in the last two weeks the metal lost even
more value as the downward trend which
began in March took further toll. From almost
$ 200 an ounce end September (not to forget
the March high of $ 580) the metal fell to $
160 in the last days; thus not far from the
then short-lived 2003 low of $ 140 an ounce.
Before that one has to go back another six
years to early 1997 to find such low levels.
By the way, production compared to 11
years ago has hardly increased, admittedly
though it was significantly lower a few times
in between .

We believe that the present price level is not
sustainable in the medium-term. At the latest
once the global economic crisis shows some
signs of abating, demand should get a fresh
impetus for example from the Asian car mar-
ket bouncing back or from globally more
stringent emission control requirements com-

Rhodium, Ruthenium, Iridium

Since last summer, amongst the precious
metals it has been rhodium that has got hit
the worst. And the trend continued in the
last two weeks. With little or no demand and
more metal being offered the price fell an-
other $ 1,500 an ounce to its lowest since
2005 of $ 1,600 an ounce.

Yesterday we have then seen a short —lived
change in trend. Among others, some trad-
ing companies covered short positions and
thereby moved the metal back up. Addition-
ally at the lower level it appears that the
recently regular sales (including those from
one or more addresses in the automobile
industry?) also stopped or at least slowed
down. Whether this is only a temporary halt
or already a final one is not clear. Short-term
anything can happen, but on a medium-term
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Despite all the current panic on the metals
markets with respect to the future prospects,
some industrial end-users are seeing the
current low prices as an opportunity to cover
already metal requirements for the next few
years. As a result several tonnes of the metal
might have been bought in recent weeks. In
Euro terms the metal costs now after all un-
der € 600; that is the lowest since 2003.

These contrarians are psychologically sup-
ported also by what is happening on the pro-
duction side. For the moment it looks like the
much publicised and anticipated expansion
programmes will rather gather dust for some
time to come. Even a replacement of the
slowly maturing older mines now seems
more and more difficult at current prices, not
to talk about any expansion of the output.

ing into force in the foreseeable future. Ap-
parently we are not the only ones of this
opinion: since the beginning of the most re-
cent price dip, industrial addresses have
increased their activity and have been hedg-
ing palladium prices well in to 2010.

In addition there is also some support for the
price from the production side: The Canadian
producer North American Palladium an-
nounced recently that under the present mar-
ket conditions they will be — at least tempo-
rarily — closing their mine at Lac des lles and
have to let 350 workers go. As per media
reports the mine produces about 4 per cent
of the worlds palladium.

Not only Canada is effected by the low palla-
dium price: A representative of the Russian
mining giant Norilsk said on Tuesday that
they were considering looking for potential
buyers for their interests in the US palladium
producer Stillwater. For details please see
link on page 4.

basis we expect a bottom to build in the $
1,500 and $ 2,000 an ounce range; after all
the metal at its lowest this week was only
worth 1/7th its mid June value. Back then an
all-time high of $ 10,140 an ounce was re-
corded. As such the current levels should be
attractive enough for one or the other indus-
trial end-user to purchase metal on a forward
basis. And, as it is the case with platinum and
palladium, increased production is definitely
not on the cards for sometime to come.

The other “minors” were relatively quiet in the
last two weeks, albeit also with a negative
tendency. Ruthenium fell $ 50 (or 20%) to $
180 — $ 230 an ounce and iridium is slightly
off at $ 400 - $ 440 an ounce.
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Gold

Gold also could not avoid being effected by
the escalating financial crisis in the past
three weeks. Early October the yellow metal
fell initially from $ 830 to $ 765 an ounce.
What at the first sight appeared to be a rela-
tively modest drop looses its glitter when
one considers that the metal at the begin-
ning of the crisis on 6th October had
climbed up to $ 931 an ounce within a week
and then within the same period lost almost
$ 160 (i.e. 17 per cent) to reach the above
mentioned low.

Last night’s fall took more wind out of gold.
With the background of an ever-
strengthening US-dollar, oil price falling to
well below $ 70 a barrel and global stock
markets taking another drubbing, the metal
quickly shed another $ 40 before recording
its low since September 2007 of $ 722 an
ounce. However complex the reasons for
the losses may be, at the end of the day it
was the speculative addresses who got out
or had to get out of the gold market. It is
likely that much of the sales by those
“investors” were a result of the need to raise
capital in order to be able to cover losses
and margin-calls in other markets.

Silver

Silver performed relatively worse than gold
at the beginning of the reporting period. It
fell from its early October level of $ 11 an
ounce to $ 9,90 on last Friday; its lowest
since February 2006. In the following 48
hours the metal managed to recover up to
just over $ 10 but not for long; in the last
hours it was back again into single-digits,
trading at just below the $ 9,25 an ounce
mark. This again reflected the sceptical ap-
proach by speculators with long positions,
e.g hedge funds, to a metal that is ultimately
more an industrial one than an investment
vehicle. Also the above mentioned cash-flow
and capital needs (see gold) of such
“investors” must have played an important
role in their liquidation decision.

Still silver appears to be performing better
than the almost-primarily industrial precious
metal platinum. Part of this is explained by
the bias to silver by (private) long-term in-
vestors looking preferably at physical metal.
Also, with its present relatively low price,
demand for it as a jewellery metal might
have gone up; this seems to be confirmed
by reports from India that reflect a dramatic
surge for physical metal sales. This partially
led to delivery delays for standard bars in
London of which each has to weighed to
determine the exact weight before shipment.
However it was not only in London that vault
managers and their staff had to clock in
overtime. Also in Germany private investor
demand for silver-bars continues to be fre-
netic. We (and not just us) are still working
through the extremely large orders of the
past weeks. For smaller investment bars up

Seen from this angle, gold did seem to fulfil at
least partially its role as a safe-haven, as it is
“readily sellable asset” in times of a crisis.
This comes however at the expense of the
long-term oriented, predominantly private
investor who will, for the moment, have to live
with the depreciated values. This last men-
tioned group of market-participants continued
building up their stocks but it appears not at a
rate fast enough to compensate for the afore-
mentioned liquidations coming from the funds
and holders of other non-physical longs posi-
tions. Demand for physical (investment) gold
was strong not only in Europe — here signifi-
cant delivery delays continue to haunt the
market — but also in North America. Also the
physical-gold backed ETFs continued to rise
in volume.

At the other end of the physical spectrum,
demand by the jewellery sector and for other
industrial applications appears to have slowed
down recently. Similar news came from the
Far East, India, Europe and the USA. This
might also have had an additional dampening
effect on the price, even though it was per-
haps not the main one for the moment.

to 5 kg ordered today, delivery before middle
December would be the exception. The addi-
tional flight of physical silver out of London
has lead to increased lease rates in almost all
periods. At times - for periods up to six
months - these were over the US-dollar inter-
est rates and the forward market in a slight
backwardation.

In the coming week the financial market un-
certainty is not going to go away. Simultane-
ously the global economic climate seems to
be getting more dismal. In this environment
we would not expect silver to make a sus-
tained climb back to $ 12 an ounce or more.
An important reason for this is that the afore-
mentioned physical investor demand (which,
in addition to private investors, also includes
institutional buyers of ETFs) in the longer term
will most likely not be able to compensate for
the eroding demand from the industry and the
hefty sales from the speculaors camp. On the
other side, we feel the downside risk is also
limited. The trading range in the coming days
should therefore be around minus 10 per cent
to plus 20 per cent from present levels.

As far as silver and the September LBMA
Conference in Kyoto is concerned, silver this
time was not centre-stage. Only Mark Fellows
from Brook Fellows consulting discussed the
metal in his presentation and pointed at the
significantly increased costs of production at
the silver mines. In 2006 these were around
$ 4.40, as against today’s $ 7,90 an ounce.
Additionally Fellows estimates silver produc-
tion to increase by 25 per cent in the next five
years, mainly as a secondary effect to in-
creased base-metal production.
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AU US$/oz €loz €/gram
High 931.00 685.00 22.02
Low 698.00 542.00 17.43
Latest 700.00 555.00 17.84

Continued from the right

As far as India is concerned, reduced demand has to
a great extent to do with the dramatic weakening of
the Indian Rupee against the US-dollar. The curren-
cy has lost 20 per cent in the past eight weeks,
making gold accordingly more expensive in the local
currency. Middle October gold recorded an India
Rupee all-time high of Rs. 45.000 an ounce.

In the coming days, subject to no new and significant
financial market distortions, we do not expect any
major change in the trend. In view of the relatively
low prices, we would advise industrial users to consi-
der price-hedging, using the forward market. At the
moment we see a medium-term downside risk to be
in the range of 5 — 10 per cent; on the other side,
technical resistance is at $ 760 and then again only
above $ 800 an ounce.
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On the Net

e Pt- Platinum futures drop on signs auto slump spreading to China

e Pt-Implats closer to R21,2bn takeover

e Pt-No 1 export good for SA - Manuel says mines at ‘risk' from crisis

e Pd - Norilsk open to offers for U.S. asset

e Pd - North American Palladium shuts Lac des lles mine

e PGMs - Lonmin needs to up Pt mining performance as Xstrata waits in wings

e PGMs - Lonmin may be squeezed with a $150m shortfall as platinum dips

e Au - Julius Baer starts physical gold fund

e Au- US-Mint halts some American Eagle coin production

e Au- Anglo proves exception in gold miners’ September quarterlies

e Au - Demand for gold, silver coins exceeds supply

e Au - Gold Fields earnings may drop 70% in 1st Q but significantly better next year

e Ag - Fortis/VM Group predict solar energy will boost silver demand

e Economy - Trichet urges return to "discipline' of Bretton Woods

e Economy - European car sales fall on financial-market turmoil

e Economy - Bernanke: No quick recovery

e OQil - Opec brings forward emergency meeting

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

REUTERS :p
K NOW. NOW.


http://www.bloomberg.com/apps/news?pid=20601012&sid=a4duNDa8SJM4&refer=commodities�
http://www.mg.co.za/article/2008-10-21-implats-closer-to-r212bn-takeover�
http://www.bloomberg.com/apps/news?pid=20601116&sid=ald7jW_jBwQw&refer=africa�
http://www.themoscowtimes.com/article/600/42/371831.htm�
http://canadianpress.google.com/article/ALeqM5jsasybfkATBFfjrOE4-S5zevt9TA�
http://www.mineweb.com/mineweb/view/mineweb/en/page35?oid=70719&sn=Detail�
http://www.busrep.co.za/index.php?fArticleId=4664689&fSectionId=552&fSetId=662�
http://www.reuters.com/article/rbssFinancialServicesAndRealEstateNews/idUSLK57435220081020�
http://africa.reuters.com/wire/news/usnN07435260.html�
http://www.businessday.co.za/articles/companies.aspx?ID=BD4A863405�
http://www.scrippsnews.com/node/37118�
http://www.mineweb.com/mineweb/view/mineweb/en/page34?oid=70725&sn=Detail�
http://www.mineweb.com/mineweb/view/mineweb/en/page32?oid=70524&sn=Detail�
http://www.bloomberg.com/apps/news?pid=20601087&sid=aq2lp4hW487g&refer=home�
http://www.bloomberg.com/apps/news?pid=20601100&sid=ahDswlaVETfI&refer=germany�
http://money.cnn.com/2008/10/15/news/economy/bernanke_speech/?postversion=2008101515�
http://www.zawya.com/Story.cfm/sidFTNEWSPLUS_CB20081017_219/Opec%20Brings%20Forward%20Emergency%20Meeting�


<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /None

  /Binding /Left

  /CalGrayProfile (Dot Gain 20%)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Error

  /CompatibilityLevel 1.4

  /CompressObjects /Tags

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJDFFile false

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.0000

  /ColorConversionStrategy /CMYK

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams false

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments true

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Apply

  /UCRandBGInfo /Preserve

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 300

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 300

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.50000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /ColorImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 300

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 300

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /GrayImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 1200

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.50000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile ()

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /Description <<

    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /DAN <>

    /DEU <>

    /ESP <>

    /FRA <>

    /ITA <>

    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)

    /NOR <>

    /PTB <>

    /SUO <>

    /SVE <>

    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)

  >>

  /Namespace [

    (Adobe)

    (Common)

    (1.0)

  ]

  /OtherNamespaces [

    <<

      /AsReaderSpreads false

      /CropImagesToFrames true

      /ErrorControl /WarnAndContinue

      /FlattenerIgnoreSpreadOverrides false

      /IncludeGuidesGrids false

      /IncludeNonPrinting false

      /IncludeSlug false

      /Namespace [

        (Adobe)

        (InDesign)

        (4.0)

      ]

      /OmitPlacedBitmaps false

      /OmitPlacedEPS false

      /OmitPlacedPDF false

      /SimulateOverprint /Legacy

    >>

    <<

      /AddBleedMarks false

      /AddColorBars false

      /AddCropMarks false

      /AddPageInfo false

      /AddRegMarks false

      /ConvertColors /ConvertToCMYK

      /DestinationProfileName ()

      /DestinationProfileSelector /DocumentCMYK

      /Downsample16BitImages true

      /FlattenerPreset <<

        /PresetSelector /MediumResolution

      >>

      /FormElements false

      /GenerateStructure false

      /IncludeBookmarks false

      /IncludeHyperlinks false

      /IncludeInteractive false

      /IncludeLayers false

      /IncludeProfiles false

      /MultimediaHandling /UseObjectSettings

      /Namespace [

        (Adobe)

        (CreativeSuite)

        (2.0)

      ]

      /PDFXOutputIntentProfileSelector /DocumentCMYK

      /PreserveEditing true

      /UntaggedCMYKHandling /LeaveUntagged

      /UntaggedRGBHandling /UseDocumentProfile

      /UseDocumentBleed false

    >>

  ]

>> setdistillerparams

<<

  /HWResolution [2400 2400]

  /PageSize [612.000 792.000]

>> setpagedevice



