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Precious metals prices
Actual

Change against (in percent):

(spot) 2W 3M 12 M
1. In US-dollar
Gold 1.488.0 -0.1 5.3 21.8
Silver 17.6 0.3 8.2 24.2
Platinum 927.3 4.3 7.9 16.2
Palladium  1.794.4 23 18.3 52.3
Il. In euro
Gold 1.344.0 0.8 5.3 24.5
Silver 15.9 1.2 8.3 26.9
Platinum 837.5 5.1 7.6 18.8
Palladium ~ 1.619.0 3.1 18.2 55.5
11l. Gold price in other currencies
JPY 162.260.0 0.5 5.6 17.0
CNY 10.411.8 -1.3 7.0 22.5
GBP 1.156.0 0.7 -0.5 20.7
INR 105.591.0 1.9 8.5 24.1
RUB 94.980.3 0.0 5.6 15.9

Source: Thomson Financial; calculations by Degussa.
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This is a short summary of our fortnightly Degussa Marktreport.

ETFS DRIVE GOLD DEMAND

In Q3 2019, global gold demand stood at 1,107.9 tonnes, an increase of 3%
compared to the corresponding quarter of the previous year; this was an-
nounced by the World Gold Council on 5 November 2019. Gold ETF demand
grew by a strong 258.2 tonnes (the most significant increase since Q1 2016),
with total ETF gold holdings reaching an all-time high of 2,855.3 tonnes.

Gold demand (Tonnes|

Year-on-
year %

Q1'18 Q2'18 Q3'18 Q4'18 Q1'19 Q2'19 Q319 change

Jewellery 527,4 520,8 546,2 646,9 530,3 529,8 4609 V -
Technology 81,8 83,3 85,4 84,3 80,0 81,0 822 Vv -4
Electronics 65,3 66,5 68,8 67,8 63,6 64,6 66,5 V¥ -3
Other Industrial 12,5 12,8 12,9 13,0 12,9 12,7 122 Vv -5
Dentistry 4,0 4,0 3,7 3,6 3,5 3,7 35 V -7
Investment 289,0 282,4 194,4 398,2 300,5 296,8 408,6
Total bar and coin demand 261,3 248,2 298,2 284,1 258,3 220,1 150,3 Vv -50
Physical Bar demand 195,5 179,4 208,4 194,1 185,8 151,0 898 Vv -57
Official Coin 50,2 51,4 71,4 67,9 56,1 50,3 473 Vv -34
Medals/Imitation Coin 15,5 17,3 18,4 221 16,3 18,8 132 v -28
ETFs & similar products* 27,7 34,2 -103,8 114,1 42,2 76,7 258,2
Central banks & other inst. 84,8 152,8 253,1 165,6 157,0 234,3 156,2 V¥ 38
Gold demand 982,9 1.039,3 1.079,0 1.2950 1.067,8 1.141,8 1.107,9
LBMA Gold Price, US$/oz 1.329,3 1.306,0 1.213,2 1.226,3 1.303,8 1.309,4 1.472,5

Source: World Gold Council, Q3 2019, 5 November 2019.

By contrast, central bank gold demand reached 156.2 tonnes, 38% YoY (and
can be explained by the particularly high gold purchases in Q3 2018). However,
since the beginning of 2019 central banks have been asking for a total of 547.5
tonnes of gold, a substantial 12% increase compared to the same period last
year.

Gold jewellery demand in Q3 2019 fell 16% YoY to 460.9 tonnes. The demand
for bars and coins also fell sharply; it halved to 150.3 tonnes compared to the
same quarter last year; most notably, gold jewellery demand dropped signifi-
cantly in India and China.

Global gold supply rose 4% YoY, reaching 1,222.3 tonnes. Recycled gold sup-
ply increased by 10% YoY, while mine output came in at 877.8 tonnes, virtual-
ly unchanged compared to the corresponding quarter of the previous year.

To sum it up: The gold demand over the past quarter was clearly driven up-
wards by gold ETFs; holding gold through ETFs seems to become increasingly
attractive to many investors. The main reason for this was presumably the in-
creased demand from both institutional and private investors:

In times of zero and even negative interest rates, gold is becoming increasingly
attractive because the opportunity cost of holding gold is low. What is more,
investors appear to believe that the gold price continues to offer upside poten-
tial, providing portfolio insurance and a positive return perspective. We assume
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Precious metal prices (USD/oz) in the
last 4 years
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that the positive demand trend in the gold market will remain intact in the
coming quarters, combined with a gold price that continues to rise in the trend.

It may be enlightening to illustrate the relationship between ETF gold holdings
and the price of gold in US dollar in the last years. As apparent in the chart be-
low, both series are positively and relatively strongly correlated. This means that
a rise in ETF gold holdings was associated with an increase in the price of gold
and vice versa. The open question, however, is: Who is in the driver’s seat? Is a
surge in the price of gold luring investors into gold ETFs? Or is increased de-
mand for gold ETFs driving up the price of gold?

Demand for gold ETFs comes with higher gold price
Gold ETF holdings (mn oz) and price of gold (USD/oz)
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Whatever the answer might be: If and when the popularity of gold ETFs indeed
increases among retail and institutional investors, it might well result in a more
volatile gold price going forward. ETFs allow a large number of investors to
build up and reduce significant exposure to the gold market quickly, which, in
turn, could cause substantial fluctuations in demand for physical gold and thus
ultimately the US dollar price of gold. For those interested in gold, this might
bring about some nerve-wracking phases but will also offer attractive windows
of opportunity — especially so as the gold bull market continues, as we think it
will.
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Precious metals prices

In US-dollar per ounce

Gold Silver Platinum Palladium
I. Actual 1485.9 17.6 926.2 1781.4
II. Gliding averages
5 days 1487.5 17.5 888.4 1762.6
10 days 1489.2 17.6 889.3 1733.2
20 days 1494.5 17.6 894.7 1696.9
50 days 1507.7 17.8 904.7 1601.5
100 days 1457.8 16.8 868.6 1546.4
200 days 1377.5 16.0 854.1 1478.7
ll. Estimate for end 2020 1690 22.9 930 1570
Bandwidths Low High Low High Low High Low High
1440 1840 16 26 780 990 1380 1650
(1) -3 24 -7 50 -16 7 -23 -7
IV. Annual averages
2016 1242 17.0 985 617
2017 1253 17.1 947 857
2018 1268 15.8 880 1019
In euro per ounce
Gold Silver Platinum Palladium
I. Actual 1340.6 15.8 835.6 1607.2
Il. Gliding averages
5 days 1338.1 15.8 799.2 1585.6
10 days 1345.6 15.9 803.5 1565.9
20 days 1357.4 16.0 812.6 1541.0
50 days 1366.1 16.1 819.8 1451.3
100 days 1309.5 15.1 780.3 1389.1
200 days 1229.9 14.3 762.5 1320.0
Ill. Estimate for end 2020 1580 22 870 1470
Bandwidths Low High Low High Low High Low High
1350.0 1730.0 15.3 24.8 730.0 930.0 1290.0 1550.0
(1) 1 29 -3 56 -13 11 -20 -4
IV. Annual averages
2016 1120 15 888 557
2017 1116 15 844 760
2018 1072 13 743 863

Source: Thomson Financial; own calculations and estimates. Numbers are rounded.

) Estimated return against actual price in percent.
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Bitcoin, performance of various asset classes

Bitcoin in US dollars
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Performance of stocks, commodities, FX and bonds

(a) In national currencies (b) In euro
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Disclaimer

Degussa Goldhandel GmbH, Frankfurt am Main, is responsible for creating this document. The authors of this document certify that the views expressed
in it accurately reflect their personal views and that their compensation was not, is not, nor will be directly or indirectly related to the recommendations
or views contained in this document. The analyst(s) named in this document are not registered / qualified as research analysts with FINRA and are there-
fore not subject to NASD Rule 2711.

This document serves for information purposes only and does not take into account the recipient's particular circumstances. Its contents are not intend-
ed to be and should not be construed as an offer or solicitation to acquire or dispose of precious metals or securities mentioned in this document and
shall not serve as the basis or a part of any contract.

The information contained in this document was obtained from sources that Degussa Goldhandel GmbH holds to be reliable and accurate. Degussa
Goldhandel GmbH makes no guarantee or warranty with regard to correctness, accuracy, completeness or fitness for a particular purpose.

All opinions and views reflect the current view of the author or authors on the date of publication and are subject to change without notice. The opin-
ions expressed herein do not necessarily reflect the opinions of Degussa Goldhandel GmbH. Degussa Goldhandel GmbH is under no obligation to up-
date, modify or amend this document or to otherwise notify its recipients in the event that any circumstance mentioned or statement, estimate or fore-
cast set forth in this document changes or is subsequently rendered inaccurate.

The past performance of financial instruments is not indicative of future results. No assurance can be given that any views described herein would yield
favorable returns on investments. There is the possibility that said forecasts in this document may not come to pass owing to various risk factors. These
include, without limitation, market volatility, sector volatility, corporate actions, the unavailability of complete and accurate information and/or the cir-
cumstance that underlying assumptions made by Degussa Goldhandel GmbH or by other sources relied upon in the document should prove inaccurate.
Neither Degussa Goldhandel GmbH nor any of its directors, officers or employees shall be liable for any damages arising out of or in any way connected
with the use of this document and its content.

Any inclusion of hyperlinks to the websites of organizations in this document in no way implies that Degussa Goldhandel GmbH endorses, recommends
or approves of any material on or accessible from the linked page. Degussa Goldhandel GmbH assumes no responsibility for the content of and infor-
mation accessible from these websites, nor for any consequences arising from the use of such content or information.

This document is intended only for use by the recipient. It may not be modified, reproduced, distributed, published or passed on to any other person, in
whole or in part, without the prior, written consent of Degussa Goldhandel GmbH. The manner in which this document is distributed may be further re-
stricted by law in certain countries, including the USA. It is incumbent upon every person who comes to possess this document to inform themselves
about and observe such restrictions. By accepting this document, the recipient agrees to the foregoing provisions.
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