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Jup i t e r ,  F lo r i da  -  I  be l i eve  go ld  abou t  t o  su r ge  to  $700  . . .  t hen  $800  and  po ten t i a l l y  h i ghe r .  
He re  a re  seven  reasons  why  . . .   

1 .  Ch ina  can ' t  ge t  enough  go ld   

Acco rd i ng  t o  t he  Ch ina  Go ld  Ass oc ia t i on ,  Ch ina ' s  go ld  p roduc t i on  h i t  19 .9  m e t r i c  t onnes  i n  
Janua r y ,  up  25 .7% f rom a  yea r  ea r l i e r .  A t  t h i s  ra te ,  Ch ina  shou ld  p roduc e  260  tonnes  th i s  
yea r .  And  i t ' s  ST ILL  no t  enough  to  mee t  Ch inese  dem and  -  i t  f a l l s  abou t  100  tonnes  sho r t .   

And  the  gap  may  be  even  B IGGE R!  T h i s  i s  "T he  Yea r  o f  t he  Go lden  P ig " ,  on  t he  As ian  
ca lenda r ,  and  many  Ch inese  buy  go ld  to  ce l eb ra te .  Ch ina ' s  2006  go ld  c onsum pt ion  g re w b y  
an  amaz ing  17%,  and  t he  Shangha i  Go ld  Exc hange  repo r t s  t ha t  go ld  t rad ing  vo lume 72 .83% 
in  Januar y .   

2 .  Tw o Ind ia  go ld  ETFs  are  l aunch ing   

T he  f i r s t  go ld  ET F  in  I nd i a  i s  Benchmark  Mu t ua l  Fund ' s  Go ld  BeES.  I t  l aunched  on  Feb rua r y  
15 .  T he  second  go ld  ETF  in  Ind i a  i s  ro l l i ng  ou t  no w,  l aunched  by  UT I  Mu tua l  Fund .  T he  ne w 
ETF  i s  ca l l ed ,  na tu ra l l y  enough ,  UT I  Go ld  Exchange  T raded  Fund .   

Acco rd i ng  t o  Ra jes h  B ho jan i ,  P r es iden t  o f  M arke t i ng  fo r  UT I  Mu tua l  Fund ,  abou t  30% o f  t he  
go ld  marke t  i n  I nd ia  i s  i nves to rs .  I  wonder  wha t  t he  ne w go ld  ET F  wi l l  do  to  t ha t  pe rcen tage?   

3 .  Ex is t ing  go ld  ETFs  are  pumping  up  demand   

We  a l ready  kno w wha t  go l d  ET Fs  have  done  he re  i n  t he  US.  When  the  S t ree tT RACKS Go ld  
Shares  go ld  ET F  (GLD)  s ta r ted  i n  November  o f  2004 ,  i t  he l d  abou t  100  tonnes  o f  go ld  and  
go ld  t raded  a t  a round  $450  pe r  ounce .  No w,  t he re  a re  476  tonnes  and  go ld  i s  t rad ing  a r ound  
$650  pe r  ounce .  T ha t ' s  no t  a  co inc i denc e .   

T he  Go ld  Shares  go ld  ETF  and  o t he r  go l d  ET Fs  a round  the  wo r l d  m ake  i t  eas ie r  t han  ev e r  f o r  
peop le  to  i nves t  i n  go l d .  Why?   

Becaus e  the re  a re  sev e ra l  advan t ages  o f  i nv es t i ng  i n  GOLD ETFs :   

•  No  hass les  o f  sa fe t y   
•  No  resa le  c once r ns   
•  Qua l i t y  Ass u ranc e   
•  No  mak ing  cha rges   
•  More  tax  e f f i c i en t  i n  absence  o f  wea l th  t ax  and  l ong - te rm cap i ta l  ga i ns  tax  

Desp i t e  t he  recen t  s e l l - o f f  i n  mark e ts  o f  a l l  t ypes ,  t he  am oun t  o f  go l d  he ld  by  t he  GLD ba r e l y  
budged  (down  2 .2% f rom i t s  peak ) .  I  expec t  US  inves t o r s  t o  s ta r t  add ing  aga in ,  and  tha t  w i l l  
d r i ve  p r i c es  even  h i ghe r .   

4 .  In vest ment  demand  is  booming   



Reu te rs  repo r t s  t ha t  wor ld wide  i n ves tmen t  demand  fo r  go l d  shou ld  rema in  a t  h i s to r i c a l l y  h igh  
l eve l s  t h i s  yea r ,  w i t h  i nves to rs  con t i nu ing  to  buy  l a rge  v o lum es  o f  go l d  i n  bu l l i on ,  co in  and  
j e we l r y .   

CPM's  2007  Go ld  Yea rbook  repo r t  p red i c ted  i nves to rs  wou ld  l i ke l y  add  ano the r  39 .7  m i l l i on  
ounc es  to  t he i r  go ld  ho ld i ngs  i n  2007 ,  a f t e r  i nves t i ng  43 .5  m i l l i on  ounces  i n  2006 .   

I  be l i ev e  th i s  es t ima te  o f  demand  i s  t oo  conse rva t i ve .  See  reasons  1  th rough  3  f o r  wh y .   

5 .  Cent ra l  bank  go ld  s tockp i les  have  sw ooned  to  a  60-year  low   

T he  In te rna t i ona l  Mone ta r y  Fund  ( IMF)  repo r t s  t ha t  t he  amoun t  o f  go ld  he ld  by  cen t ra l  banks  
and  o the r  gove r nmen t  o rgan isa t i ons  dec l i ned  fo r  t he  e igh th  s t ra igh t  yea r  i n  2006 .  Bu l l i on  
ho ld ings  were  867 .6  m i l l i on  ounces  l as t  yea r ,  do wn  1 . 2% f rom 2005 ,  t he  l o wes t  s i nce  1948 ,  
acco rd ing  t o  t he  Wor ld  Go ld  Counc i l .   

T he  Russ ian  Cen t ra l  Bank  was  the  on l y  one  to  make  pu rchases  l as t  yea r ,  up  3 .8% to  12 . 91  
m i l l i on  ounces ,  acco r d ing  to  t he  IMF .  Speak ing  o f  Ch ina ,  i t  i s  s t i l l  ho ld ing  19 .29  m i l l i on  
ounc es  i n  December  -  unchanged  s ince  2001 .   

Bu t  he r e ' s  some in te r es t i ng  ne ws :  Ch ina  i s  se t t i ng  up  a  m anaged  fund  to  hand le  i t s  m ore -
than  $1  t r i l l i on  i n  cu r renc y  res e rves .  T h i s  w i l l  be  As ia ' s  b i gges t  gov e r nmen t  con t r o l l ed  fund .   

Ch ina  has  to  do  s ome th ing  -  70% o f  i t s  c u r renc y  r es e rves  a r e  i n  t he  US do l l a r  and  the  
g reenback  cou ld  ge t  c reamed  as  Ch ina ' s  cu r renc y ,  t he  renminb i  (o r  yuan )  app r ec ia tes .  Ch ina  
i s  a l ready  l os ing  money  on  the  dea l ,  wr i t i ng  o f f  $3 .4bn  i n  exchange- r a te  l osses  i n  2006 .   

I n  sho r t ,  Ch ina  needs  to  i nves t  i n  someth i ng  o the r  t han  do l l a r s .  A  smar t  move  wou ld  be  to  
buy  m ore  go ld  f o r  i t s  c en t ra l  bank  rese rves .  Even  a  sma l l  mov e  i n  t h i s  d i rec t i on  wou ld  send  
go ld  soa r i ng .   

Wha t ' s  more ,  cen t ra l  bank  go ld  sa les  fe l l  t o  11 . 4  m i l l i on  ounc es  i n  2006 ,  down  f rom 20 .6  
m i l l i on  ounces  i n  2005 .  I f  t h i s  t r end  con t i nues ,  t ha t  w i l l  a l so  boos t  t he  p r i ce .   

6 .  M iners  can ' t  f ind  new  depos i ts  fas t  enough   

Ana l ys i s  by  Me ta l s  Economics  Group  sho ws  exp l o r a t i on  budge ts  i nc r eased  to  a lmos t  $7 .13bn  
i n  2006  -  t he  fou r th  consecu t i v e  annua l  i nc r ease  s inc e  the  bo t tom o f  t he  exp lo ra t i on  c yc l e  i n  
2002  and  t he  h ighes t  t o ta l  s i nce  MEG began  these  r epo r t s  i n  1989 .  MEG ana l ysed  budge t s  
f o r  1  624  c ompan ies  ( us ing  a  $100  000  cu t o f f ) ,  wh i ch  MEG es t ima tes  cov e rs  abou t  95% o f  
wo r ld wide  c ommerc ia l l y  o r i en ted  non fe r rous  expend i tu res .   

Add ing  i n  t he  o the r  5% o f  compan ies  g i v es  to ta l  expend i tu r es  fo r  commerc i a l  non fe r rous  
me ta l s  exp lo ra t i on  o f  $7 .5bn .  T ha t  b lo ws  pas t  t he  p rev i ous  h igh  o f  $5 .2bn  i n  1997  to  s e t  a  
ne w p innac le  o f  g loba l  non fe r r ous  exp lo ra t i on .   

So  where  i s  a l l  t h i s  go ld?  We l l ,  i t  t akes  t ime  to  b r i ng  ne w go ld  m ines  on l i ne  . . .  and  the  b ig  ' n '  
cheap - to -m ine  depos i t s  have  a l ready  been  found .  Mean wh i l e ,  p roduc t i on  a t  ex i s t i ng  bu t  l ong -
wo rked  m ines  i s  g r i nd ing  do wn .  As  a  ma t te r  o f  f ac t  . . .   

•  Sou th  A f r i ca ' s  go ld  ou tpu t  f e l l  nea r l y  8% in  2006  f rom 2005 .  I t  i s  no w a t  i t s  l o wes t  
l eve l  s i nce  1922 !   

•  US  go ld  ou t pu t  f o r  l as t  yea r  dec l i ned  s l i gh t l y  f r om 262  tonnes  to  260  tonnes .   



•  Aus t ra l i an  p roduc t i on  fe l l  4 .5% to  251  tonnes .   
•  Pe ruv i an  go ld  p roduc t i on  fe l l  t o  203  tonnes  f r om 207  tonnes .   
•  Russ ian  go ld  ou tpu t  d r opped  to  152  tonnes  f r om 156  tonnes   
•  Canada ' s  go ld  p r oduc t i on  fe l l  a  wh opp ing  11% to  104  tonnes .   

Bo t tom l i ne :  B ig  go ld  p roduc e rs  a r e  f i nd i ng  i t  t ough  to  rep lac e  the i r  r ese rves .  Tha t ' s  why  we  
sa w huge  merge rs  l as t  yea r .  Y amana  merged  wi th  RNC Go ld ;  G lam is  Go ld  bough t  Wes te r n  
S i l ve r ;  Go ldco rp  merged  wi t h  G lam is ;  Ba r r i ck  bough t  P lac e r  Dome.   

Heck ,  j us t  l ook  a t  m ine  supp l y .  Desp i te  t he  p r i ce  o f  go ld  r i s i ng  fo r  yea rs ,  supp l y  f r om m ines  
i s  ac tua l l y  go i ng  DOWN.  S ince  m ine  supp l y  d oesn ' t  cove r  demand ,  wher e  does  the  res t  come  
f rom?   

F rom sc rap ,  cen t ra l  bank  go ld  sa l es  and  s toc kp i l es ,  a l l  o f  wh ich  a re  be ing  dep le ted .  And  tha t  
i s  a  rec ipe  fo r  much  h i ghe r  p r i ces .   

7 .  Go ld  char ts  show  oppor tun i ty   

T ake  a  l ook  a t  a  week l y  cha r t  o f  go ld .  You  c an  see  tha t  go l d  i s  channe l i ng  h i ghe r .  T he  ra te  o f  
ascen t  i s  I NCREASING.  I t  i s  a t  t he  BOTTOM o f  t he  channe l  no w.  I t  appear s  tha t  go l d  i s  
p resen t i ng  the  bes t  buy i ng  oppor t un i t y  s i nce  Janu ar y .  The  nex t  b ig  move  wi l l  l i ke l y  be  ov e r  
$700  pe r  ounce .  And  i f  we  have  a  b reakou t ,  a l l  be t s  a re  o f f .   

T hose  a re  seven  good  reasons  why I  t h ink  go ld  w i l l  head  h ighe r .  I  cou ld  g i ve  you  a  l o t  
more . . .   
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