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In the first couple of days of the news
year; bulls raising their heads...
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Highlights

° Profit taking in gold and weak euro defined price moves in precious metals till year-end -
But since beginning of the New Year the prices have again recovered well.

° Gold broke below the long-term support point — The ECB flooded the market with liquidity; Ger-
many, for the first time ever, could finance itself at zero percent.

° Silver remained volatile - Speculators sold in the old year; industrials did not want to hold stocks
over the year-end and as such missed a good opportunity to re-enter the market.

° Platinum fell below $ 1,340 — And with it marked its new 24 month low. German industrials made
best of the lower price and despite a weaker euro covered some of their demand.

° Palladium followed platinum - But could decouple itself in time from the generally weak phase of
the other precious metals to find itself in a new trading range between $ 600 and $ 700 an ounce.

o Minor platinum metals remained unchanged, save rhodium — Rhodium fell below $ 1,300 an
ounce as missing demand from the industry met large selling by trading houses.
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All prices for the period from 13th Dec. until 11th Jan. 2012
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High
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Latest

US$/oz
31.04
26.14
29.86

€loz
511.98
459.40
496.40

€loz
24.25
20.29
23.50

€/gram
37.62
33.40
37.34

€/gram
16.46
14.77
15.96

€/kilo
779.65
652.34
755.55

Platinum

Platinum’s price fall in the last weeks ap-
pears to be somewhat exaggerated. The
selling wave, that brought the white metal
down to $ 1,343 an ounce at the year-end,
came on the back of profit-taking in other
precious metals — especially gold — in time
for the year-end balance-sheet (2011).
Liquidations on the Futures exchanges
and in ETFs that had accelerated since
middle December slowed down apprecia-
ble as the year-end approached and in the
first week of January came to a complete
stop. In the end the Futures exchanges

Palladium

Initially Palladium followed its elder brother
and with lows of around $ 600 an ounce
was somewhat weaker. However just be-
fore Christmas it managed to completely
decouple itself from platinum and within 4
days gained slightly more than 10 percent.

It was mainly the speculators on the North
American Futures exchange who lost their
nerves and liquidated almost 13 percent of
their future contracts; in contrast the ETF
positions showed only minor changes.

Rhodium, Iridium, Ruthenium

The minor platinum metals reflect a very
inconsistent picture.

While ruthenium has currently paused
around $ 100, iridium is slightly stronger,
trading at $ 1,035 - $1,085 an ounce.

Rhodium was the only real loser as it shed
almost $ 200 in this reporting period and is
now quoted at $ 1,275 — $ 1,375 an ounce.

Silver

The percent share in the liquidation of posi-
tions on the Futures exchanges was by far
the largest in silver-contracts. Between 13th
December and the year-end almost 30 per-
cent of the total long-positions were liqui-
dated. Despite this strong sell-off, the price
of the very volatile precious metal has re-
mained relatively calm; the metal fell from
$ 30 an ounce (on 13th December) to
$ 26.14 an ounce on 28th December.

The beginning of the New Year seems to
have turned the mood of the investors quite
strongly. The speculative investors came
back to the market and with the first week of
January had added a good 10 percent to
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had lost almost 15 percent of their total
positions during this reporting period.

More and more market experts are moving
towards the opinion that platinum falling
significantly below the $ 1,400 an ounce
mark would lead to massive capacity cuts
on the production side.

The German industry, by-and-large, made
good the opportunity provided by the exag-
gerated price fall — after all the metal had
touched a new 24 month low in US-dollar
terms.

In the short-term resistance has built up on
the chart around the $ 645 an ounce level,
however there is a much stronger resis-
tance-line at the $ 700 an ounce mark.
Good support on the other is in the range
between $ 590 and $ 600 an ounce. In
general, for the moment palladium seems
to have found a trading range between
$ 600 and $ 700 an ounce.

Here there are some traders who are on
the seller-side, with apparently much larger
volumes to sell than the few, mainly Asian,
industrial buyers currently in the market
are willing to buy.

the longs on the Futures exchanges.

While demand for silver bars has now
been restrained for some time, one no-
ticed that industrial end-users were reluc-
tant, despite the relatively cheap price, to
add to inventory (probably for balancing
reasons) at the year-end.

With silver now at a slightly higher level
the industrial users appear to be holding
back with their price-hedging and demand
for granules continues to remain very
marginal. Should the price again fall to
$ 27 — $ 28 an ounce, the industrial end-
users should certainly be active again.
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Gold

In the week before Christmas the ECB
came up with a much controversial first. In
order to re-finance the banks in view of the
large maturities in 2012 and to ease the risk
of a credit-squeeze in the economy, the
banks could borrow an unlimited amount of
money for a mere 1 percent, fixed for peri-
ods up to 3 years. And as collateral, the
ECB accepted securities that were consid-
ered to be almost unsellable in the market.
Furthermore, the banks had the facility to
opt to pay back before maturity, after one
year; but this latter is to be expected only if
the interest-rates are below 1 percent a
year from now.

Another hope of the ECB would have been
that the banks use this “cheaply” borrowed
money, among others, to invest in Sover-
eign bonds that bring a profit of considera-
bly more than 1 percent. However the confi-
dence of the banks in most of the Euro-
States has sunk massively. The market for
crisis-hit Sovereign-paper is practically
dead.

The 500 European credit institutes that par-
ticipated in the ECB offer picked up a formi-
dable 489 billion USD from the ECB. There-
upon the metals could book small gains,
even if for only a short while. Critics fear, as
before, that the lax money-policy of the
ECB could further fuel inflation.

The sell-off in gold at the year-end had two
main reasons:

For one, the continuing loss of trust in the
political capabilities of the Euro-States led
to further weakening of the euro against the
USD. The common-currency dropped to
1.2686 against the USD; its’ lowest since
September 2010.

Secondly, there was a significant amount of
profit-taking by the so-called “professional
long-term oriented investors” around the
financial year-end 2011, especially on the
Futures exchanges. Here over 20 percent
of the long-positions were liquidated; con-
siderably lesser was liquidation in ETFs. As
a consequence, the yellow metal weakened
down to a low of $ 1,522 an ounce on 29th
December.

Not only did the smaller investors push up
there purchasing of gold-bars, especially
before Christmas, the banks too were look-

ing for quality investments. As the risk of
banks going bankrupt has gone up signifi-
cantly due to the Sovereign debt-crisis
and the banks are extremely concerned
about their assets, the inter-bank money-
market has more-or-less dried out. The
banks prefer the ECB as a safe address
to park their cash or are opting for short-
dated German bonds.

According to analysts, Indian gold-
consumers for the moment have become
more-and-more price-sensitive. At current
levels of $ 1,630 an ounce and with the
presently weak Indian Rupee, the Indian’s
usually high affinity for gold has become
cloudy. The price of gold in Rupee terms
had gone up 25 percent in 2011 (see
graph on the right), whilst the rate against
the US-dollar in the same period of 2011
has gone up 12 percent.

Yesterday the market broke through up-
wards over the 200 day moving average
of $ 1,632 an ounce. It is not only the Indi-
ans who now have to wait a while for
cheaper prices to re-enter the market.

Even more striking at this point, as far as
the financial crisis is concerned, is that at
the start of the New Year, for the first time
ever, the German State could finance
itself from the market at negative interest
rates. According to a debt-management
financial agency, the State sold 3.9 billion
euro worth of six-month bonds with an
average rate of interest of minus 0,0122
percent. “This has never happened be-
fore” said a speaker to Reuters. “The in-
vestors are paying a sort-of premium, so
that they can lend to the German State”.
In December the interest rate was a mini
plus 0,001 percent.
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AU US$/oz €loz €/gram
High 1,677.70 | 1,291.25 41.51
Low 1,622.00 = 1,179.20 37.91
Latest 1,637.00 = 1,287.55 41.40
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On the Net

e Platinum - Zimbabwe pressuring platinum miners to build refinery

e Platinum - Eastplats finalises $100m loan to fund growth

e Platinum - Solidarity signs wage deal with Lonmin

e Platinum - Zimplats hit with $28 min royalties bill

e Palladium - Norilsk board approves $3 bin investment plan

e (Gold - Tanzania police prevent robbery attempt at AngloGold's mine

e Gold - Newcrest Mining reduces gold production guidance by 150,000 oz

e Gold - Harmony Gold CEO: Harmony to delist in London

e Gold - Goldcorp sees 70% increase to 4.2 Moz of gold production in 5 years

e Gold + Silver - Sharps Pixley with an optimistic forecast for 2012

e Silver - Silvercrest estimates 100m silver-equivalent ounces at La Joya

To open the link click on the headline.

Disclaimer

This document is not for the use of private individu-
als and solely aimed at professional market partici-
pants in the precious metals markets. It is not and
should not be construed as an offer to sell or the
solicitation of an offer to purchase or subscribe for
any investment. Heraeus has based this document
on information obtained from sources it believes to
be reliable but which it has not independently
verified; Heraeus makes no guarantee, representa-
tion or warranty and accepts no responsibility or
liability as to its accuracy or completeness. Ex-
pressions of opinion are those of Heraeus only and
are subject to change without notice. Heraeus
assume no warranty, liability or guarantee for the
current relevance, correctness or completeness of
any information provided within this Report and will
not be held liable for the consequence of reliance
upon any opinion or statement contained herein or
any omission. Furthermore, we assume no liability
for any direct or indirect loss or damage or, in
particular, for lost profit which you may incur as a
result of the use and existence of the information
provided within this Report.

By embedding a link to an external Internet web
site ("hyperlinks"), Heraeus does not adopt such
an external Internet web site or its content as its
own because Heraeus is unable to control the
contents of such web sites constantly. Heraeus will
also not assume any responsibility for the availabil-
ity of such external Internet web sites or their
contents, and any visit by the user of such external
Internet web sites and their contents via hyperlink
is at the user's own risk. Heraeus does not assume
liability for any direct or indirect damage arising to
the user from the use and the existence of informa-
tion on these Internet web sites, and Heraeus does
also not assume any liability that the information
called by the user is virus-free.

All prices shown are interbank market bid prices,
all charts unless stated otherwise are based on
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http://af.reuters.com/article/investingNews/idAFJOE80804J20120109
http://www.miningweekly.com/article/norilsk-board-approves-3-bln-investment-plan-2011-12-29
http://www.mineweb.com/mineweb/view/mineweb/en/page34?oid=142644&sn=Detail&pid=34
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http://www.moneyweb.co.za/mw/view/mw/en/page295799?oid=557868&sn=2009+Detail&pid=299360
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