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Disclaimer

ÅPlease note that this is meant to be a light hearted summary 

of the proceedings of the conference and that no offence 

should be taken  of anything that is said here...

Å(you have been warned)

ÅThank you



Opening Session



Orientation

ÅStewart Murray

Chief Executive

ÅThe London Bullion Market Association



Orientation

ÅTenth LBMA Precious Metals Conference

ÅFirst in the UK, first in Scotland

ÅNot in Peru

ÅOversubscribed



Using the keypad 

ÅPolling

ÅTexting

ÅMicrophone

ÅWhat is the fastest land animal?



Introductory Remarks

ÅKevin Crisp, Chairman

ÅThe London Bullion Market Association



Introductory Remarks

Å(New) Chairman during times of change

ÅFirst non market-making Chairman 

ÅAdding, Added to Staff
ÅNo sign of Empire Building ,then

ÅData Committee; Benchmark forward curve

ÅStronger collective voice

ÅBy the industry, for the industry



Keynote Speech

ÅPaul Mercier, Principal Adviser in Market Operations

ÅEuropean Central Bank



Keynote Speech

Eternal role of gold

The Past
ÅPredates central banks

ÅNot the original or most unusual form of money

ÅSilver had a much more important monetary role

ÅCB holdings peaked at about 38,000t in 1960s

ÅWas the anchor of currencies

ÅThe gold exchange standard contained no link between 

money supply and gold; 

broke down under President Nixon



Keynote Speech

The Present

ÅCentral Banks now hold 30,000t

Å10,800t in the Eurosystem banks

ÅGold valuehas increased; share declined

ÅCentral bank balance sheet increased sharply

ÅEurosystem still óoptimisingô its holdings

ÅHistorically gold was important, now less so



Keynote Speech

The Future

ÅCBGA signatories hold 50-55% in gold

ÅNon signatories much smaller holdings

ÅñI would not conclude that gold holdings will 

continue to declineò

ÅNow: ñThe value of money is only faithò

ÅGold investors have less faith in money



The Role of the Bank of England

ÅMichael Cross, Head of Foreign Exchange

ÅBank of England



The Role of the Bank of England

Gold is a small part of a much broader remit

ÅPromote & maintain financial and monetary stability

ÅIntelligence function

ÅGold falls under the FX division

ÅManagement of UK gold reserves

ÅCustodial services ï400,000 gold bars

ÅContribution to the self regulation of the gold market

ÅSold gold for HM Treasury under CBGA1

ÅNot a signatory to CBGA 2 or 3

ÅNo longer a lender or a seller



Session 2:

Impact of Financial Crisis

ÅChairman: Steven Lowe 

ScotiaMocatta London



Issues Facing Producers

ÅMark Lynam

ÅExecutive Officer

ÅAngloGold Ashanti



3

Global Footprint 

...with significant positions across key gold producing regions.

We are a global company...

China

DRC

Russia

2008

Production 4.98Moz

Total cash costs $444/oz

Current Market Cap $16bn

Issues Facing Producers

Å3rd Largest Miner; Best performing major gold stock this year



Issues Facing Producers

Financing

ÅSeizure of the credit market

Å$1bn convertible bond due in February

ÅStressed bank counterparties

ÅSuccessfully refinanced in November

ÅLots of lessons learnt

ÅCounterparties

ÅFocus on the balance sheet



Issues Facing Producers

10

Refinancing Premium

Successful negotiation of bridge facility with Standard Charteredé

éwas the catalyst for significant rerating of equity.

REFINANCING RERATING
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FACILITY AGREED

ÅñWe are all credit analysts nowò, UBS Equity analyst, 2009



Issues Facing Producers

ÅAngloGold Ashantiôs stated policy:

ÅñHedge book going to zero over a number of yearsò



Issues Facing The Jewellery Industry

ÅAram Shishmanian

ÅChief Executive Officer

ÅWorld Gold Council



Issues Facing The Jewellery Industry

ñBut I am not going to talk about thatò

1. Preservation  hanging on to what you have

2. Relevance  must keep gold relevant in EM

3. Desirability tarnished passion in US and Europe

4. Responsibility  conscientious consumption, 60 Minutes

5. Innovation new applications for gold

6. Intervention  Central Banks net buyers

7. New Axis  India, China, Middle East



Issues Facing Refiners and Fabricators

ÅMehdi Barkhordar

ÅManaging Director

ÅPAMP



Issues Facing Refiners and Fabricators

ÅA New Western Mindset: Distrust

ÅGovernments

ÅCurrencies

ÅFinancial Systems

ÅMonetary stability

Trust only gold!

ñA traditional Asian mindsetò



Issues Facing Refiners and Fabricators

ÅBusiness as usual in the East

ÅJewellery demand dried up

ÅScrap surged

ÅJewellery and manufacturing trade severely hurt

ÅInvestment demand held up well, however

Trust only gold!



Issues Facing Refiners and Fabricators

ÅNew Challenges

ÅInsurance Capacity

ÅStorage Capacity

ÅShipping and Logistics

ÅPeak production 

ÅFinancing & Counterparty risks

A fundamental shift in the gold market



Session 3:

Precious Metals Investment

ÅChairman: James Cross

ÅChairman

ÅSwiss Gold DMCC



Macro Outlook

For the world economy and currencies

ÅDavid McWilliams

ÅEconomist



Macro Outlook

For the world economy and currencies

ÅHow to summarise Mr McWilliams?

ÅFine UBS tradition

ÅPopeôs children

ÅñDonôt you want me babyò

ÅPeak ñeverythingò

ÅDollar is toast; Ireland toasted

ÅInflation could be a big problem in 3-5 years



The ETF Market

ÅStephan Mueller

ÅExecutive Director

ÅBank Julius Baer



The ETF Market

8

Gap between knowing and understanding
ETP is the combination of a compelling underlying and a tradable vehicle

ÅThroughout history, physical precious metals have 

always been a means of payment

ÅPrecious meals are subject to price volatility, but will 

never lose its physical (real) value

ÅETP (Exchange Traded Products); i.e. ETF, ETN, ETC 

etc. are well known  

ÅProduct setups that are linked to a balance sheet imply 

various counterparty risks

ÅThe benefit of the physical backing can be diluted by 

choosing a poor product setup  



The ETF Market

14

Currency hedging must not be a privilege  
Professional currency hedging creates real value

ÅA professional fund management adjusts the 

currency hedge versus the USD for the EUR, 

CHF and GBP share classes on a daily basis

ÅThe Purpose of the hedge is maximum 

participation in the price movement of the 

underlying 

ÅDistortion is avoided by converting the USD value 

of the underlying into the investorôs base 

currency

Clients who invest in precious metals without currency 

hedging take on significant currency risks, which detract 

from the function in the portfolio context.



Asset Allocation for Precious Metals

ÅLarry Hatheway

ÅChief  Economist and Head of Asset Allocation

ÅUBS Investment Bank



Asset Allocation for Precious Metals

ÅGoldôs role in a portfolio

ÅLimited strategic role

ÅTactical allocations vary a lot

ÅGold does well when the US dollar is weak

ÅHigh inflation is what really makes gold stand out

Gold does well when you need it!



Asset Allocation for Precious Metals

17

3. Precious metals and high inflation

Source: Bloomberg, UBS
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Source: Bloomberg, UBS  Note: Dates and arrows denote high/low inflation periods used in analyses. 
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Optimal allocation

ÅAnother fine UBS tradition



Asset Allocation for Precious Metals

ÅUS dollar weakness is what has driven gold

ÅUSD has fallen for the past 8 years

ÅInflation needed for much higher allocations

ÅWhat investors have been asking about all year

ÅUBS does not see any inflation problem

If inflation fears increase dramatically,

gold will trade much higher



Session 4:

PGMs Looking Forward

ÅChair: Edel Tully

ÅHead of Precious Metals Research

ÅMitsui Precious Metals



The Autocatalyst Market ïThe next decade

ÅDavid Jollie

ÅManager, Precious Metals Marketing

ÅJohnson Matthey



Platinum trends

Platinum use

Heavy duty US dieselFilters Emissions leg.

Pd substitutionThrifting Downsizing

Vehicle market

Hybridisation

Metal cost

Fuel cost

Customer 
preference

The Autocatalyst Market ïThe next decade

Palladium trends

Palladium use

Use in diesel China, IndiaFilters Emissions leg.

CO2 legislationThrifting Downsizing

Vehicle market

Hybridisation

Metal cost

Fuel cost

Turbocharging

Engine 
technology

ÅComplicated outlook:

lots of moving parts but 

generally positive for 

demand for PGMs



The Autocatalyst Market ïThe next decade
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The Chinese Platinum Market

ÅPhilip Klapwijk

ÅExecutive Chairman

ÅGFMS



The Chinese Platinum Market

Chinaôs Forecast Share of Global 
Precious Metals Demand in 2009

Source: GFMS Ltd. 



The Chinese Platinum Market

Chinese Platinum Jewellery Demand

Chinaôs Share of Global 

Pt Jewellery Demand

Source: GFMS Ltd. (2009 data are forecast)



The Chinese Platinum Market

Chinese Platinum Autocatalyst Consumption 
and Passenger Vehicle Sales 

Pt Autocatalyst 

Consumption

Passenger Vehicle Sales
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Source: GFMS Ltd.; CAAM (2009 data are forecasts.)


