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Gold prices rebound because of expectations of a later Fed start...

...but we disagree with financial markets...

...therefore we see gold price weakness to resume

Lower oil prices push down cash costs

Gold prices rebound because of expectations of a later
Fed start...

The sentiment in the gold market is improving. The recent shift
in China’s FX policy marked a turnaround last week. This week
gold prices have continued to rally. A lower dollar certainly
helped. However, the main trigger was the release of
yesterday’s US inflation report. This showed a smaller increase
month-on-month than financial markets had anticipated.
Consequently markets now believe that it is less likely that the
Fed will raise official rates in September. The FOMC minutes
that were released later that day also gave financial markets
ammunition to believe that the rate hike will come later. They
have resulted in lower Treasury yields, lower expectations
about rate hikes and a lower US dollar. This a very positive
combination for gold. As long as these expectations dominate
in financial markets gold and other precious metals will
probably move higher.

...but we disagree with financial markets...

We disagree with the conclusion in financial markets that a
Fed rate hike will come later. Since the last FOMC meeting the
economy has been showing signs of strong fundamentals. The
last labour market report was strong. As a result, slack is
diminishing. The impact of the labour market is slowly filtering
through to the economy. Retail sales rebounded strongly in
July, with upward revisions to June’s sales. Demand for
housing is increasing and as a result the US housing market is
picking up momentum. This all adds to the picture of an
economy growing at above trend rates. We expect “some”
further improvement ahead as the gains in the job market
continue to support the economy. This is what the Fed wants
to see before a rate hike.

...therefore we see gold price weakness to resume

The recent developments have not altered our outlook for
precious metal prices. With financial markets now attaching a
lower probability to a Fed rate hike in September, the market
impact will be more substantial if the Fed decides to hike that
month. Then, financial markets will adjust upwards their
interest rate hiking expectations for this year and next year.

This will spur the US dollar and result in lower gold and other
precious metal prices. So we remain confident about our
forecasts.

Lower oil prices push down cash costs...

Mining precious metals is very energy intensive. The
substantial drop in oil prices (again) will push total cash costs
to mine precious metals lower. The quarterly data including Q2
2015 show that total cash costs appear to have peaked and
have started to move lower in general. Weakness in oil prices
will probably make this trend more pronounced. Lower total
cash costs are positive for mining companies. But they also
signal that the floor in precious metal prices could be lower,
before supply is reduced.
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ABN AMRO forecasts
End period 20-Aug Close 14 Mar-15 Jun-15 Sep-15 Dec-15 Mar-16 Jun-16 Sep-16 Dec-16

Gold 1139 1185 1184 1172 1050 1,000 950 900 850 800
Silver 154 157 166 157 145 150 155 160 165 17.0
Platinum 1021 1216 1141 1081 950 1,000 1050 1100 1,150 1,200
Palladium 619 798 736 674 600 600 625 625 650 650
Average Q15 Q215 Q315 Q415 2015 Q116 Q216 Q316 Q416 2016
Gold 1218 1193 1111 1025 1137 O75 925 875 825 900
Silver 167 164 151 148 160 153 158 163 168 160
Platinum 1194 1129 1,015 975 1078 1,005 1075 1125 1175 1100
Palladium 78 759 637 600 700 613 625 638 650 631

Source: ABN AMRO Group Economics
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Precious metals

Gold prices per troy ounces

Gold price in USD
Gold price in EUR
Gold price in JPY
Gold price in CHF
Gold price in GBP
Gold price in INR

Gold price in CNY
Gold price in BRL
Gold price in RUB
Gold price in TRY

Silver prices per troy ounces

Close

1,139
1,023
141,230
1,099
727
74,299
7,284
3,976
76,393
3,376

Change 1 Day in %

0.46
0.18
0.83
0.35
0.69
0.91
0.82
0.52
1.77
2.14
Change 1 Day in %

Change 5 days in %

2.14
2.02
1.66
0.61
1.55
1.84
1.96
1.46
5.82
7.43
Change 5 days in %

Change YTDin %

-3.87
4.18
-0.81
-6.96
-4.72
-1.04
-1.27
26.41
15.18
21.56
Change YTD in %

Silver price in USD
Silver price in EUR

15
14

0.57
-0.13

-0.61
-0.63

-2.05
6.43

Platinum prices per troy ounces

Platinum price in USD
Platinum price in EUR
Platinum price in JPY
Platinum price in CNY

Palladium prices per troy ounces

1,021
917
126,596
6,530

Change 1 Day in %
0.89
0.20
0.85
0.85
Change 1 Day in %

Change 5 days in %
2.65
2.65
2.32
2.58
Change 5 days in %

Change YTDin %
-16.06

-8.67

-13.04

-13.44

Change YTDin %

Palladium price in USD
Palladium price in EUR
Palladium price in JPY

Palladium price in CNY
Palladium price in BRL
Palladium price in INR

Palladium price in RUB
Gold forw ard rates

LBMA 1 Month Gold Forw ard Offer rate
BBA LIBOR USD 1 Month
Gold 1 Month Lease rate
LBMA 3 Month Gold Forw ard Offer rate
BBA LIBOR USD 3 Month
Gold 3 Month Lease rate

V olatility

1 month gold option volatility

1 month silver option volatility

1 month platinum option volatility
1 month palladium option volatility

619
556
76,817
3,961
2,162
40,402
41,483
Last
0.07
0.20
0.14
0.10
0.33
0.24
Last
13.80
25.51
20.05
25.78

1.06

0.65

1.29

1.32

0.96

1.40

2.18

Change 1 Day in %
-27.78

-0.90

-13.64
0.00

Change 1 Day in %
3.90
-1.55
0.49
0.03

0.17

0.30

-0.02

0.15

-0.23

-0.03

3.81

Change 5 days in %
-13.33

4.81

5.56
5.89

Change 5 days in %
2.20
-0.86
-5.43
-7.15

-22.47

-15.81

-19.89

-20.66

191

-20.07

-10.93

Change YTDin %
252.94

18.39

0.00
30.22

Change YTDin %
-20.07

-14.07

22.65

19.16

COMEX & NY MEX positions

NET LONGS - GOLD (COMEX)

NET LONG ON SILVER (COMEX)
NET LONG ON PLATINUM (NY MEX)
NET LONG ON PALLADIUM (NY MEX)

24,458
22,227
22,035

4,567

Change net 5 days
9,638

8,471

1,580

361

Change net 1 Month
-24,011

6,638

-296

-2,199

Change net YTD
-80,767

-11,505

-7,915

-17,451

Total ETF positions
Total Know n ETF Holdings of Gold
Total Know n ETF Holdings of Silver
Total Know n ETF Holdings of Platinum
Total Know n ETF Holdings of Palladium

48,697,094
620,973,934
2,849,637
2,983,101

Change net 5 days
39,174

-390,542

-4,473

-40,864

Change net 1 Month
-1,843,296
-5,287,067

144,653
22,338

Change net YTD
-2,741,586
-2,136,914

125,743
-83,789

Gold/Silver ratio
Gold/Platinum ratio
PlatinunmvPalladium ratio

74.05
1.12
1.65

Change 1 Day in %
0.30
-0.02
-0.43

Change 5 days in %
2.62
-0.61
2.44

Change YTD in %
-2.12

14.14

8.39

Source: Bloomberg
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Find out more about Group Economics at:https://insights.abnamro.nl/en/

This document has been prepared by ABN AMRO. It is solely intended to provide financial and general information on economics.The information in this document is strictly proprietary and is being supplied to
you solely for your information. It may not (in whole or in part) be reproduced, distributed or passed to a third party or used for any other purposes than stated above. Ths document is informative in nature and
does not constitute an offer of securities to the public, nor a solicitation to make such an offer.

No reliance may be placed for any purposes whatsoever on the information, opinions, forecasts and assumptions contained in tte document or on its completeness, accuracy or fairness. No representation or
warranty, express or implied, is given by or on behalf of ABN AMRO, or any of its directors, officers, agents, affiliates, group companies, or employees as to the accuacy or completeness of the information
contained in this document and no liability is accepted for any loss, arising, directly orindirectly, from any use of such information. The views and opinions expressed herein may be subject to change at any
given time and ABN AMRO is under no obligation to update the information contained in this document after the date thereof.

Before investing in any product of ABN AMRO Bank N.V., you should obtain information on various financial and other risks andany possible restrictions that you and your investments activities may encounter
under applicable laws and regulations. If, after reading this document, you consider investing in a product, you are advised to discuss such an investment with your relationship manager or personal advisor and
check whether the relevant product —considering the risks involved- is appropriate within your investment activities. The value of your investments may fluctuate. Past performance is no guarantee for future
returns. ABN AMRO reserves the right to make amendments to this material.
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