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Introduction
The purpose of this report is to comment on developments in the gold and silver markets on a
monthly basis. For more information about this report, please consult the Appendix. Johnson
Matthey plc issues reports on platinum group metals:
http://www.platinum.matthey.com/publications/price_reports.html
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1. Commentary
Both gold and silver corrected downward in price in May.

2. Gold
2.1 News and Fundamental Considerations
Selected News Items from the Month
Dakar, 7th April 2016, (Reuters) – A steep rise in gold prices may have given hope to a
battered mining industry in 2016, but after four tough years producers in Africa are still too wary
to call the bad times over.
Gold prices surged 15 percent in the first three months of 2016, the biggest quarterly rise in
nearly 30 years, boosting miners' share prices, attracting new investment and promising to
bolster the economies of gold-rich countries.
Experts say the rebound could spur development of major unexploited deposits after low prices
since 2012 crippled exploration and made countless projects unprofitable.
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Still, Africa-focused gold producers are not quite ready to make investment decisions because of
a brief price rise. Prices have often spiked in recent years only to quickly retreat - indeed, the
recent rally has stalled in the last few weeks after the very strong start to the year.
Prices aside, some industry experts say a recent spate of takeover bids could be another
indication of a sector recovery.
Amara Mining, which has projects in Ivory Coast and Sierra Leone, was subject in February to an
$85 million bid by Australia's Perseus Mining.
Canada's Endeavour Mining, which owns gold mines in Ivory Coast, Mali and Ghana, is in the
process of taking over TrueGold, another West Africa-focused miner.
At two major industry conferences he attended last month, Amara Chief Executive John McGloin
said there was a sense that things could be turning around. But no one was getting overly
excited.
"People weren't high fiving," he said. "There is confidence, not exuberance."
OPTIMISTIC CAUTION
Gold prices dropped from over $1,900 an ounce in 2011 to near $1,000 at the end of last year.
Mines that were profitable at $1,500 suddenly became loss-makers. Exploration halted; share
prices dived.
Gold production has remained robust, mainly due to production from existing mines. Without
major new exploration, however, output could drop in the years to come.
Prices are now over $1,200 per ounce, helped by low interest rates. The cost of producing gold,
which came down during the slump, remains low for now, which could aid exploration efforts.
Endeavour Mining has seen its production costs fall from $1,137 an ounce to around $900. At
its Agbaou mine in Ivory Coast, it produces gold at about $700 an ounce.
"There is optimistic caution," Endeavour Chief Executive Neil Woodyer said. "It is a time for
getting ready rather than any huge commitments."
Endeavour, whose share price rose nearly 50 percent in the first three months of the year,
expects to spend $14 million this year in "non-sustaining exploration", or exploration involving
new finds, up from $8 million last year. It hopes to soon begin construction of the Hounde mine
in Burkina Faso that over 10 years will produce about 1.9 million ounces of gold.
Investors are taking notice.
"Over the last two years they have been in defensive mode and cutting costs, now they are
starting to generate cash," said Andrew Breichmanas, analyst at BMO Capital Markets in
London.
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Erich Meier, who runs a suite of gold funds at Konwave AG in Switzerland, said his funds have
yielded over 60 percent this year, a rebound from a drop of 27 percent last year.
"There are further risks remaining for an attack on gold prices." Meier said. "But we are entering
into a three-to-five year bull market."
Randgold Resources, a firm with mines across Africa, stood out from peers by continuing to
explore through the downturn. Last year it produced a record 1.2 million ounces of gold, it said
in a statement last week.
According to Randgold Chief Executive Mark Bristow, however, the industry needs more time to
recover and generate cash. Much of that will depend on the market.
"The gold price has to get over $1,500 to change the viability of the industry," said Bristow.
"There is no way that will happen this year."
Shanghai, 12th April 2016, (Reuters) – Growing confidence in gold's price rally is
underpinning investment demand for the metal in top consumer China, driving inflows into
bullion-backed funds and prompting financial institutions to launch new products in the country.
Gold, seen as a safe-haven investment, has emerged as one of the best performing assets this
year with gains of 18 percent amid fears over the health of the global economy and waning
expectations of U.S. interest rate hikes.
The price rally has triggered robust investment demand in China for gold bars, coins and
exchange-traded funds, and could buoy imports into the country at a time when jewellery
demand - which accounts for a bulk of its gold purchases - is weak.
"It has really got to do with the relative performance of gold as an asset class," said Richard Xu,
fund manager of China's top gold exchange-traded fund (ETF) HuaAn Gold.
"We think that there might still be some shocks and uncertainties coming around from global
markets that might be driving the risk aversion trade," Xu said.
Holdings of HuaAn Gold ETF jumped to 13.5 tonnes by the end of March from 3.2 tonnes at
the end of last year.
Not only have hedge funds shown interest in the gold ETF, but also individuals who typically
invest between 100,000 yuan ($15,461.93) and 1 million yuan, Xu said.
A gold ETF run by Bosera Asset Management has seen its holdings jump 63 percent from the
end of last year to 2.285 billion yuan by March.
Industry players have said that China's demand for bars and coins this year is growing at a faster
pace than jewellery, with volatility in its equity markets and concerns over the yuan's devaluation
driving buyers to the safety of bullion. Typically, investment demand accounts for about 20
percent of total Chinese gold consumption.
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"The Chinese have lost faith in the domestic equities market and remain cautious towards the
property market - which left gold as one of the more sensible investments," said Samson Li, a
Hong Kong-based analyst with GFMS, a metals consultancy owned by Thomson Reuters.
"A perfect storm in gold may be brewing in China," Li added.
New investment products have been launched in China to tap into the growing demand.
Last week, China Merchant Securities introduced a wealth management product linked to gold
futures prices, the first such tool issued by a securities firm.
Guotai Asset Management Co and Bosera both launched new funds this month that will invest in
gold ETFs.
"People are trying to diversify their investment due to the market turmoil. They are putting part of
their funds into gold, in the form of ETFs or futures instead of just buying physical metal," said a
bullion dealer with an international bank.
London, 12th May 2016, (Reuters / WGC) – Surging inflows into gold-backed exchangetraded funds drove global gold demand to its highest first-quarter total on record this year,
despite a near 20 percent drop in jewellery buying, the World Gold Council said on Thursday.
Demand hit 1,290 tonnes in the period, the WGC said in its latest Gold Demand Trends report,
the best first quarter and second strongest quarter overall since its data series began.
Investment in products like ETFs, coins and bars more than doubled to 618 tonnes, accounting
for 28 percent of the total. That helped fuel a 16 percent surge in gold prices in the period, its
biggest quarterly rise in nearly 30 years. "Two major themes emerged in the first quarter of
2016. Spurred on by the uncertainty raised by negative interest rates, the investment sector was
the dominant driver of gold demand," the WGC's head of market intelligence Alistair Hewitt said.
"Conversely, jewellery demand endured a difficult quarter due to a continued lack of consumer
confidence in the face of a weakening Chinese economy and a 42-day strike by jewellers in
India." Jewellery buying, the largest demand segment, fell as Chinese jewellery consumption slid
17 percent to 179 tonnes, hit by higher gold prices. Bar and coin demand in China rose 5
percent, however, while Indian buying fell 31 percent. India's jewellery offtake slid 41 percent to
a seven-year low, after a strike among Indian jewellers in March. Few counties saw much of an
increase in jewellery buying, though it rose 10 percent in Iran after the lifting of Western
sanctions. Central banks remained gold buyers for a 21st straight quarter, with China and Russia
driving purchases of a total 109.4 tonnes of gold. That is its weakest quarter since the last three
months of 2013, however. On the supply side of the market, increased hedging – which roughly
translates as producers selling output forward to lock in prices -- and a slight rise in mine supply
pushed up overall output by 5 percent, despite lower recycling.
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2.2

Technical Comments

Long Term Technical Comments
Gold corrected downward in May:

Daily/Weekly Technical Comments
London afternoon fix in USD/toz:
Open
03.05
1294

High
03.05
1294

Low
31.05
1212

Close
31.05
1212

High
16.05
1134

Low
31.05
1084

Close
31.05
1084

London afternoon fix in €/toz:
Open
03.05
1119
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Gold was in a downward correction in May.
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3. Silver
3.1 News and Fundamental Considerations
New York, 5th May 2016, (Silver Institute) – The silver market saw record demand in 2015,
with the jewellery, coin and bar, and photovoltaic sectors posting new highs, helping to boost
total silver demand to 1.17 billion ounces last year. Overall silver supply to the market was
lower, led by the continued weakness in silver scrap sales. Last year’s supply and demand
scenario led to the third successive annual silver market deficit, reaching 129.8 million ounces
(Moz), more than 60 percent larger than 2014 and the third largest on record. These findings,
and other components of the silver market, are discussed in World Silver Survey 2016, released
today by the Silver Institute and produced on its behalf by the GFMS Team at Thomson Reuters
(GFMS).
Silver Demand
Globally, silver jewellery fabrication increased for the third consecutive year to post a fresh high
at 226.5 Moz. This increase was largely achieved on the back of an impressive 16 percent rise
from both India and Thailand, while North America posted a 5 percent annual increase. These
gains were partially offset by a sizable contraction in Chinese jewellery offtake. Total silverware
fabrication enjoyed its third successive annual rise to an estimated 62.9 Moz, a ten-year high.
The largest component of physical silver demand, industrial applications, which accounted for 50
percent of total physical silver demand last year, was 4 percent lower, totaling 588.7 Moz. This
drop was largely due to weaker fabrication demand in developing countries and a stagnant global
economy. On a regional basis, modest increases in industrial demand were posted in the United
States and Japan, the second and third largest sources of industrial demand, respectively.
Electrical and electronics use declined by 10 percent last year to 246.7 Moz, due to slower
economic growth in developing countries and the continued weakness in computer sales.
There were several highlights within the industrial segment. Silver demand for photovoltaic
applications rose 23 percent in 2015 to 77.6 Moz, marking the second consecutive year of
increases in this sector, driven by strong growth in Chinese solar panel installations. Silver
demand for ethylene oxide (EO) grew an impressive 103 percent to 10.2 Moz. GFMS estimates
that 137.5 Moz of silver resided in EO plants around the world at year-end 2015, equivalent to
16 percent of last year’s silver mine production.
Silver’s use in brazing alloys and solders fell by 5.0 Moz and photography demand slid by 4
percent last year. The pace of decline in photography slowed considerably, to its lowest rate
since 2004, as digital technology in the photography industry approaches maturity.
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World Silver Supply and Demand (million ounces)
(Totals may not add due to rounding)
World Silver Supply and Demand (million ounces) (totals may not add due to rounding)
Supply
2014
868.3
–
168.3
16.8
1,053.3

2015
886.7
–
146.1
7.8
1,040.6

Jewellery
Coins & Bars
Silverware
Industrial Fabrication
…of which Electrical & Electronics
…of which Brazing Alloys & Solders
… of which Photography
… of which Solar
… of which EO
… of which Other Industrial
Physical Demand

2014
224.0
236.1
60.7
611.2
263.4
66.1
48.5
63.2
5.0
165.1
1,131.9

2015
226.5
292.3
62.9
588.7
246.7
61.1
46.7
77.6
10.2
146.4
1,170.5

Physical Surplus/Deficit
ETF Inventory Build
Exchange Inventory Build
Net Balance

-78.6
1.5
-8.8
-71.3

-129.8
-17.7
0.3
-112.5

Silver Price, $per oz.

19.08

15.68

Mine Production
Net Government Sales
Scrap
Net Hedging Supply
Total Supply
Demand

Silver Investment & Price
Identifiable investment, which includes physical bar investment, coins and medals, and exchange
traded product (ETP) build, climbed 16 percent to a near record high in 2015. Silver coin and
bar investment surged 24 percent to reach 292.3 Moz, the highest annual demand level in
GFMS’ records, overtaking the previous high in 2013. Coin and bar demand accounted for 25
percent of total physical demand in 2015, the highest market share on record and up from just 5
percent a decade earlier. Silver coin and medal demand amounted to 134.1 Moz of demand last
year due to unprecedented growth in several key markets, notably the United States and India.
Holdings in silver-backed ETPs declined by 17.7 Moz in 2015, finishing the year at 617.8 Moz.
However, demand in this investment category has rebounded with ETPs reaching 640.0 Moz at
the end of the first quarter 2016.
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An extremely challenging year for nearly all commodities, along with a continued slowdown in
Chinese economic growth and a stronger U.S. dollar, led to a lower average annual silver price
of US$15.68/oz in 2015. However, this lower price environment helped to boost physical
demand, particularly as long term investors viewed lower prices as key entry points in
expectation of future price appreciation.
Silver Supply
Global silver mine production growth slowed to 2 percent in 2015 and reached a record 886.7
Moz. The mine production growth was attributable to stronger output in Peru, Argentina, Russia
and India, while Canada, Australia and China had lower mine production, with the latter
decreasing output by 3 percent. Primary silver mine production grew 5 percent, and accounted
for 30 percent of global silver mine supply. The overall slowdown in mine production last year is
expected to continue.
Primary silver co-product cash costs plus CAPEX fell by 11 percent to US$11.74/oz. This drop
was driven by weaker local currencies, aggressively lower CAPEX, and lower fuel prices. The
producer silver hedge book grew by 7.8 Moz in 2015, as fresh hedging more than offset
maturing contracts.
Scrap supply was significantly down by 13 percent at 146.1 Moz, the lowest volume level
recorded since 1992 and the fourth consecutive year of decline. Behind the decline were fewer
collectors active in the market and some holding back material awaiting higher prices.
Government sales of silver were again essentially non-existent.
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3.2

Technical Comments

Long Term Technical Comments
Silver corrected downward in May:

Daily/Weekly Technical Comments
London fix in USD/toz:
Open
03.05
17.49

High
03.05
17.49

Low
31.05
16.06

Close
31.05
16.06

High
11.05
15.36

Low
31.05
14.40

Close
31.05
14.40

London fix in €/toz:
Open
03.05
15.10
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Silver was in a downward trend in May.
John Fineron, 1st June 2016.
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Appendix: More about this report
Purpose of the Report
The purpose of this report is to comment on developments in the gold and silver markets on a
monthly basis. Johnson Matthey plc issues reports on the platinum group metals:
http://www.platinum.matthey.com/publications/price_reports.html
This document is supplied in PDF format. To view, you may need to download the free Adobe
Acrobat Reader:
http://www.adobe.com/products/acrobat/readstep.html
This report is prepared in the English language, as are the vast majority of contributions on
precious metal markets.
Structure of Report
The report comprises two sections:
Fundamental Considerations
This section addresses aspects of supply and demand in gold and silver, which typically affect
the market over periods of several years. Over the long term, the price of a commodity will rise
or fall until natural supply and demand reach equilibrium. Completion of this process, can take
many years and is significantly influenced by hoarding and dis-hoarding. For example, dishoarding of stockpiles to compensate for supply shortages can proceed over decades and
thereby delay movement to a true equilibrium price.
Technical Comments
This section describes aspects of technical analysis in gold and silver, which can be used to
assist in buy and sell decisions over periods of weeks to months. Traders often use technical
analysis to trade or profit from price movements up or down. Because large traders, e.g. hedge
funds, often use the same signals, price-movements are often amplified and technical signals
become self-fulfilling prophecies due to the herd-mentality.
Learn more about technical analysis:
http://stockcharts.com/education
and the terms used:
http://stockcharts.com/education/GlossaryA.html
Learn more about candle charts:
http://www.litwick.com/about.html
All charts used are courtesy of Stockcharts.com unless otherwise stated.
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Find out more about the Elliot wave principle:
http://www.prognosis.nl/principle/index.html
Please note that our technical comments will be purely technical in nature and will not attempt to
rationalise or second-guess the reasons for price movements.
Advice on buying and selling precious metals
It is not the policy of Johnson Matthey & Brandenberger AG, to advise customers on specific
buy or sell points. We are however prepared to assist customers in formulating views on
precious metal markets and preparing strategies suited to their individual buying and selling
needs.
Special Legal Notice/Disclaimer concerning this report
This report represents the views of Johnson Matthey & Brandenberger AG, which may be
materially different from those of Johnson Matthey plc and other group companies.
General Legal Notice/Disclaimer
Information and images contained within the web pages published by Johnson Matthey &
Brandenberger AG ("JM&B") are copyright and the property of JM&B.
JM&B authorises you to copy documents or pages published by JM&B on this Web site for your
non-commercial use only. Copies may be made for others for their personal information only.
Any such copy shall retain all copyrights and other proprietary notices, and any disclaimer
contained thereon.
None of the content of these pages may be incorporated into, reproduced on, or stored in any
other Web site, electronic retrieval system, or in any other publication, whether in hard copy or
electronic form. You may not, without our permission, 'mirror' this information on your own
server, or modify or re-use text or graphics on this system or another system.
Certain links on this Web site lead to resources located on servers maintained by third parties
over whom JM&B has no control. JM&B accepts no responsibility for the information contained
on such servers.
The information, text, graphics and links contained in these pages are provided for information
purposes only. JM&B does not warrant the accuracy, or completeness of the information, text,
links, and other items contained on this server or any other server.
JM&B accepts no responsibility for loss, which may arise from reliance on information contained
in this site.
No warranty of any kind, either expressed or implied, is made as to the information contained in
these pages, including, but not limited to any implied warranty of merchantability, fitness for a
particular purpose or non-infringement of third party intellectual property of or by JM&B
products. Some jurisdictions do not allow the exclusion of implied warranties, so the above
exclusion may not apply to you.
JM&B may make changes to the information contained in these pages, or to the products
described in them, at any time without notice, however JM&B makes no commitment to update
the information given in these pages.
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