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Bullish Bearish Outlook
+ Risk appetite picked up last week « Dollar is trending higher Short Term Build a base $1,075/1,100
® Sovereign debt concerns remain . ;rllj%hr:f;r?ec;:etary policy could spook Medium Term Move back above $1,130
® A base seems in place at $1,100/0z ¢ ... and increase opportunity cost 0] Target $1,250-1,500
Last Week:

- Bullion was busy last week, as were markets generally. Greece’s debt problems prompted volatility, as did the
Federal Reserve’s decision to start to unwind some of its emergency measures, raising its discount rate by 25
basis points on Thursday - the first increase since June 2006.

- Economic data proved generally positive, suggesting continued improvements in US and EU manufacturing,
European economic sentiment and the US housing market.

« The European STOXX 50 Index gained 4.4 percent over the week and the DJIA climbed three percent. Currency
flows were mixed, however; the dollar index gained 0.4 percent after hitting an eight-month high.

+ Gold looked to the euro for direction but again proved more resilient to dollar strength, with the Gold/EURUSD
correlation easing to 0.47 from 0.68 in the previous week. Buying lifted gold above $1,100 on Monday, a level

that provided a base across the week -

it rose to challenge but failed to conquer technical resistance around

$1,125-$1,127. Silver tracked gold higher, regaining some lost ground, with the AU/AG ratio easing 2.4 percent.
» The big news was the IMF’s announcement late on Wednesday that it would shortly initiate the on-market phase
of its gold sales programme. The IMF has 191.3 tonnes of gold remaining for sale following off-market purchases
by the Reserve Bank of India, the Bank of Mauritius and the Central Bank of Sri Lanka.
»  The Reserve Bank of Russia announced a 3.1-tonne increase in holdings over January.

The Week in Numbers NYSE Liffe US

Gold Apr |[Mon 15 |Tue 16 Wed 17 |Thu 18 Fri 19 Week*
High Holiday 1121.70] 1128.40] 1123.70f 1127.10] 1128.40
Low Holiday 1101.00] 1105.70] 1101.20f 1101.70} 1101.00
Close Holiday 1118.90] 1119.90] 1118.00] 1122.30 36.30
Silver Mar _ _
High Holiday 16.214 16.293 16.245 16.503 16.214
Low Holiday 15.649 15.869 15.715 15.760 15.649
Close Holiday 16.135 16.089 16.047 16.411 0.611
* week's high, week's low & change on week
The Week Ahead: . .
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Until a plausible bailout is thrashed out for Tu_eaS:ay Us ég::ung; Co(r:;d:nce = ;5c0e _re5v5|gus
Greece, the situation in the eurozone has 23rd Feb i i i ;
little potential for improvement, as shown Richmond Manufacturing Index 0.0 2.0
by the CDS premiums on Greek debt. Wednesday Japan CSPlyly -1.1% -1.5%
There are two key events that are 24th Feb  IGerman GfK Consumer Climate 3.2 3.2
likely to drive ,r|sk sentiment this week. The EU Industrial Orders 15% > 7%
first is Greece’s 10-year notes bond issue; if 5 e & Goh S o
it goes badly, it is likely to increase ernanke eithner Speaking
downward pressure on the euro. New Home Sales 350K 342K
The second is Federal Reserve Thursday EU Consumer Confidence -17 -16
chairman Ben Bernanke’s semi-annual 25th Feb Initial Jobless Claims 466K 273K
congressional testimony; if this speech 3 s
takes an increasing positive view on US US Durable Goods Sales 1.60% 1.00%
growth, this could boost the dollar at the Bernanke Speaks
expense of the euro. Friday EU CPI 1.0% 1.0%
' A consiqerable volume of other 26th Feb US Preliminary GDP 5.60% 5.70%
important data is also due for release. Chi BMI
All in all, we expect the euro to Icago ' 59.30 61.50
remain under pressure, which is likely to UoM Consumer Sentiment 74.0 73.7
keep gold priced in sterling and the euro on UoM Inflation Expectations 2.70%
an upward trajectory, even though they Existing Home Sales 551V 5. 45M

may first need to consolidate.
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Focus — Gold driven by shifting fundamentals

Statistics published by the World Gold Council last week 2ol 5 Gold: Supply v Gemang

showed a further shift in market fundamentals in 2009 with o D i . e e
investment-related demand driving the market further 556 B [ == I _Oms, R‘:mir
while rising prices saw jewellery purchases fall and scrap 2500 W | | | | [ . ” :CC d“ -
flows increase. & ‘2000 4 | — \:;ustr(\)a‘\m;;emﬂ
Total identifiable gold demand fell 11 percent last year to 2 500 "

1000 Jewellery

3,385.8 tonnes, the Gold Demand Trends report — compiled

. ) 500 - = Total Supply
by GFMS - showed. Although the gold price was higher 0 Y | ‘ e Inferred Investment
across the year, the US dollar value was on a par with 2008 500 12002 2003 2004 2005 2006 2007 2008 2009 2010E
levels. Jewellery demand slumped 20 percent year on year -1000 -

Source: GFMS, TBD estimates

and electronics-related demand fell 16 percent because of
high local gold prices and the bleak economic picture at the start of 2009. But an economic recovery in Asia and the
US coupled with improved cash liquidity prompted steady quarter-on-quarter growth.

Investment demand grew strongly as investors sought to diversify away from fiat currencies. Identifiable
investment demand rose seven percent — there was strong demand for official coins and particularly ETF products.
There was also growth on the supply side: mine production climbed six percent as new projects came on stream while
dehedging stepped up during the fourth quarter to total 257 tonnes over the year. The pace of official sales slowed
considerably, with fourth-quarter disposals of just four tonnes; however, the 11-percent increase in the average gold
price triggered a 27-percent increase in scrap material sales.

Given the changing market and the broader geopolitical and macroeconomic environment, we expect gold to
become increasingly reliant on investment demand for price gains. Inflation/deflation concerns and low-to-near-zero
interest rates are conducive to strong investment demand for now but, given our expectation of further supply growth
- primary and scrap - and the erosion of jewellery demand, gold could face stronger headwinds in the next few years.
This will be even more prevalent if market fears recede and the need for safe-haven assets starts to wane.

Other observations

® Gold priced in euros reached a record high of €830 per ounce

e Gold priced in sterling hit £730 per ounce, closing in on December’s £735 high
* Gold and silver ETF investors and funds increased their holdings

® George Soros’ Soros Fund Management LLC more than doubled its holding in the
SPDR Gold Trust in the fourth quarter
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Technical Analysis - Gold
Gold closed positively last week - it is now in touching
distance of the top of downside flag formation [$1,134].
Put simply, we think gold could make significant
medium-term gains on a close above this level but,
should it fail to close above this level, we think it will
again target $1,098-$1,091-$1,075-$1,062-$1,046.
The stochastics remain constructive for now and
the RSI is pointing higher, which is bullish.

The euro has been overlaid on this gold chart - as we
can see, the euro has been under pressure in the past
three weeks while gold has recovered, which seems to
suggest that the gold/dollar correlation has weakened.

iver Weekly, #102, MVG(3) 50-15 51, IWVG(4) 100=14 64, WVGI(S) §=15.92, WVG(E) 20-17.19

Technical Analysis — Silver !‘Mﬁ%‘!ﬂﬁ‘uﬁ ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,
Silver closed positively last week - it has now moved off o

its lows and is challenging resistance from the 61.8% - ‘
Fibo level [$16.44].

The stochastics look slightly more constructive as
does the RSI but neither appears bullish.

Silver has trendline resistance at $17.11 and Zoom
trendline support at $15.51. It could move up towards O T
$16.74-$16.95-$17.11 in the short term, we believe, but
could subsequently retreat towards $16.00. A move
under $16.00 would offer $15.44-$14.92 [50% Fibo] as
possible targets.

Trader Talk:
“When savvy investors like George Soros put a whole hunk of money into the top gold ETF - and the smart
Chinese Sovereign Wealth Fund, CIC, does the same - that gives some great credibility for gold as an asset
worth hanging onto in the current environment” - Lawrence Williams
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Market Drivers

Euro ETFs
12000 Daily Growth in Gold ETFs
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E: e Last 2 weeks
The euro’s decline against the dollar has Investor confidence seems to have returned,
extended as Greece’s debt problems weigh on with solid support around $1,100 per ounce and
the eurozone currency. a pick-up in buying across the ETFs.
There seems to be no end in sight for the Combined holdings in the silver ETFs climbed
strong downward trend in the euro. 91.4 tonnes last week.
Funds Gold Silver Ratio

Gold_Silver_Ratio , Weekly, # 100
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The drop in the net fund position halted last As expected, the rebound in bullion prices has
week, with the net long position climbing 7,339 seen the ratio start to pull back.

contracts, mainly on short-covering.
Silver tends to outperform gold when the
The fund net long silver position gained 2,103 market is trending.

contracts.

Conclusion — Gold had a volatile time last week but two tests of the $1,100 level held, suggesting good support is
in place. In addition, it is in noteworthy that gold prices, although dragged lower by bouts of dollar strength, are not
under constant downside pressure and each new higher level in the dollar is not reflected in a lower level in gold. With
oil back at $80 per barrel and with considerable uncertainty over some sovereign European debt, investors are right
to be nervous and we therefore feel that bullion prices will remain well supported. Indeed, it is interesting to see that
the euro price of gold is at record highs and sterling prices are not far behind. Overall, we feel the level of risk in the
financial markets has picked up again and expect diversification from fiat currencies into gold to continue

News From The Sponsor
http:/ /www.thebulliondesk.com/content/html/adverts/MiniGold-MiniSilverFactSheets.pdf

Want to try out our subscription service? Just send us your details to trials@thebulliondesk.com or call UK
+44 (0)1722 424 380 to confirm you free trial.
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Terms & Conditions

The Terms and Conditions for this service are available below

Representations and Liability
1. Fastmarkets represents that:

(i) It will supply the Services in a professional way, using the care that can be reasonably expected for this type of business, and in
accordance with the practices and policies which

are commonly applicable in the information services industry:

(i) it is duly empowered to supply the Information and Service(s) to the Client for the purposes specified in this Agreement and that the
Service(s) and its use by the Client as specified in this Agreement will not infringe any intellectual property rights of any third party.

2. Although Fastmarkets will use all reasonable endeavours to ensure the accuracy and reliability of the Services, neither Fastmarkets,
the Data Sources, or any third-party provider will be liable to the Client (or any third party) for direct, indirect or consequential loss or
damage, including but not limited to loss of data, trading or other economic losses, arising out of any reliance on the accuracy of the
Information (including but not limited to data, news and opinions) contained in the Service(s) or resulting in any way from the supply (or
failure of supply) of the Services. However, Fastmarkets accepts liability for physical loss or damage to the Site caused by its
negligence or wilful misconduct.

3. Except as expressly stated in this agreement, all express or implied conditions, warranties or undertakings, whether oral or in
writing, in law or in fact, including warranties as to satisfactory quality and fitness for a particular purpose, are excluded.

4. The Client will indemnify Fastmarkets against any loss, damage or cost in connection with any claim or action that may be brought
by any third party against Fastmarkets relating to any misuse of the Services by the Client.

5. To the extent permitted by law, under no circumstances will Fastmarkets’ liability under this Agreement exceed the Service Fees
paid to Fastmarkets by the Client, regardless of the cause or form of action.

Privacy Policy

The Fastmarkets Ltd Privacy Policy is available below.
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