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Brave New World 

•  Credibility Crisis for Governments and Financial Systems 

•  Physical Gold regarded as the only secure asset 

•  Even ETF’s were no longer considered as safe as Physical Gold 

•  400 oz bars too big, but 1 ounce coins or bars can be used easily as a medium of exchange 

•  Huge demand for Physical Gold in all denominations 

•  Gold became “mainstream” 

•  Harrods entered the bullion business 
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A New Western Mindset 

•  Lack of trust in Governments 

•  Lack of trust in the local currency 

•  Lack of trust in the financial system 

•  Fear of Inflation 

•  Only trust Physical Gold 

•  Attributes normally associated with an Eastern mindset 

•  More & more people in the West demonstrating the same behavior 

•  New market dynamics 

•  The West bought gold while the East sold 
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Business-as-Usual in the East 

•  The traditional markets for gold behaved in a typical manner 

•  Physical demand dried up 

•  Scrap came out in torrents 

•  Both jewelry manufacturing and trade were severely hurt 

•  Demand for retail investment bars remained fairly stable 
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New Challenges 

•  Insurance: 

–  Capacity constraints 

–  Additional capacity at a steep premium 

•  Storage: 

–  Space in both UK and Switzerland became scarce 

–  Space commanded a premium 

•  Shipping and logistics: 

–  At times backlog in physical clearing 

–  Wide swings between loco London & loco Zurich 

–  Substantial physical movements in both directions but mainly from Zurich to London 
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New Challenges 

•  Simultaneous peak demand for both refining services and bar production: 

–  Maximum utilization of resources 

–  Higher Working Capital requirements 

•  Financing became an issue for some: 

–  Lines were cut altogether 

–  Less metal availability where lines were denominated in currency as opposed to metal 

•  Counterparty Risk took on a new meaning: 

–  Nothing could be taken for granted 

–  Split large shipments to reduce the risk of potential default even with prime banks 

–  Repatriated all excess liquidity in the form of gold bars in to own vaults 
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New Opportunities 

•  New Markets opened up: 

–  Entirely new consumer segments 

–  Down stream opportunities 

–  Leverage new distribution models 

•  New potentials in traditional markets: 

–  Many banks in Europe became quite active 

–  Strong customer demand 

–  Need for comprehensive range of Products & Services 
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New Opportunities 

•  New emphasis on Strategic Partners with 360° market coverage: 

–  Product Availability & Steady Supply primary consideration rather than price 

–  Long term relationships at premium 

–  Incentive for newcomers to develop Long term relationships 

•  Enhanced revenue opportunities: 

–  Exceptional demand for Refining 

–  Exceptional demand for physical gold products 

–  Large product variety required 
•  Kilo Bars 

•  Small Bars 

•  Legal Tender Bullion Coins 
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New Opportunities 

•  New Distribution Opportunities: 

–  Leveraging global distribution networks 

–  Leveraging product synergies 

–  Leveraging multi-faceted relationships 

•  New Product Opportunities: 

–  Fully integrated bullion module 

–  Allocated storage facilities 
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Conclusion 

•  There is a fundamental shift in the dynamics of the gold market 

•  Gold has become “mainstream” 

•  Synergies between global markets offer new opportunities 

•  Customers will favor strategic partners with: 

–  Financial strength 

–  Production capacity 

–  Innovation 

–  Flexibility 

•  Less committed or innovative players will struggle 


