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Gold

Gold is trading around
$1,900, under pressure from
a strong dollar and rising
Treasury yields.

Silver

The gold:silver ratio touched
85.3, its highest since late
June.

Platinum

Northam expects a 70%-80%
yly fall in earnings per share
due to non-cash impairment
costs on its investment in
RBPlat and Eland because of
a sharp drop in PGM prices.

Palladium

Net managed money shorts
on NYMEX set a new all-time
high, of 97 1koz.
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A closer look at the drop in official sector
gold purchases

After an all-time high of 1,082t in 2022, 2023-to-date has seen
weaker appetite for gold bullion from the official sector. Net official
sector purchases are estimated to have totalled 103tin Q2.23,
marking the third consecutive quarterly drop and the lowest since
Q1.22. This brought net buying to 387t for H1.23. While the total
still marks the highest H1 figure in our data series (starting from
2013), itis down by 54% from the record high seen in H2.22.

That said, such a slowdown should not come as a surprise, as the
record H2 is incredibly difficult to match. More importantly, net
buying in absolute terms has remained historically high, especially
excluding Turkey (which is discussed below). Going forward, we
still believe that the official sector will remain a sizeable bullion
buyer for the foreseeable future (as subscribers to our 5-Year
Gold Forecast will have seen recently), as factors that encouraged
reserve managers to add gold reserves in recent years are
expected to persist.

Turkey contributed to much lower net official sector buying
The 2023-to-date pull-back was largely led by Turkey, with the
Central Bank of the Republic of Turkey (CBRT) selling 101t in
H1.23. This marks a stark contrast to 2022 when the CBRT was
the largest declared official buyer (+147t) globally. The majority
of this year's disposals occurred during March-May in response
to growing turmoil in the local market. Specially, a ban on gold
bullion imports and surging gold demand, ahead of the
parliamentary and presidential elections, resulted in
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a severe shortage of physical gold. Against this backdrop, the CBRT
stepped into the market by providing extra physical gold liquidity in
order to meet local demand. Such sales stopped after the elections,
as the domestic gold market and local demand normalised. In fact, the
CBRT resumed gold buying in June-July. Leaving aside Turkey, the rest
of official sector sales were dominated by two countries, Kazakhstan
(-38t) and Uzbekistan (-19t).

A far more positive picture when Turkey is excluded

As illustrated in the chart below, excluding Turkey, the slowdown in net
official sector buying has been far more restrained. On a country-by-
country basis, the majority of these purchases this year came from
those that had been active during the last couple of years.

Among these, China has been the biggest reported buyer so far this
year. After the PBOC revealed arise in its gold reserves in November
2022 (the first change since 2019), the country has since been a
regular buyer, adding 126t over January-July this year. Singapore
(+72t) emerged as the second largest buyer, though much of these
purchases were concentrated in Q1. Elsewhere, countries such as
India (+10t) Iraq (+2t), and Qatar (+2t) also reported modest purchases,
but their acquisitions fell well short of those seen in 2022. Finally, while
Asian countries have continued to dominate official sector purchases,
interest in bullion has also picked up in Europe where Poland (+48t) and
the Czech Republic (+8t) are worth highlighting.

In essence, this buoyant interest in gold reflected an ongoing shift
away from dollar-denominated assets. That said, de-dollarisation is not
a new theme. The introduction of the euro in 1999, the 2008 financial
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crisis, massive programmes of quantitative easting and the persistence
of negative real interest rates have all led to a sustained, albeit gradual,
decline in the dollar's role in global reserves over the last two decades.

This erosion in the dollar's reserve currency appeal, however, has
accelerated since Russia's invasion of Ukraine. The impact of sanctions
taken by the US against Russia and its willingness to weaponise the
dollar undoubtedly alerted more countries to the potential risk to their
international reserves, which tend to be dominated by the dollar. As
reserve managers sought alternative assets, gold benefited from the
traditional view that the yellow metal is no one's liability.

Gold's resilient price performance during the economic and financial
turmoil of the last few years also helps. Following nearly 15 years of
near-zero interest rates, successive QE programs and unprecedented
fiscal stimulus, systemic tail risks have become fatter. What were

once seen as "once in a generation” events have become increasingly
regular affairs in recent years. As such, even with improving yields in
both nominal and real terms (which tend to raise the opportunity costs
of holding zero-yielding assets), ever fatter systemic tail risks have
continued to justify holding gold as an effective portfolio diversifier.

The official sector to remain a sizeable bullion buyer

Going forward, geopolitical and economic uncertainties are likely to
remain high, which should justify raising allocations to gold. If anything,
gold’s appeal as a protection against systemic risks has grown further
in light of the latest US credit rating downgrade. Even though the

2022 record level is highly unlikely to be repeated this year, our latest
projection of 750t for 2023 still points to a historically high level for
global net official sector purchases.

Major Reported Official Buyers & Sellers in 2022-23

Tonnes
200
150
Net Purchases
100
50
0 I C
-50
100 Net Sales
@ & e 0 «© X @ (e Q Q> 5N
SN SN N A S N A )
C)Q ‘ O?Q QO\ ) QQQ N Ofb Q/Q Q&g (\é\/\) Q\}‘"\% ,SlS{b ,\&
%\Q & N\ \51‘9 ‘L"b/b
,‘/0
¢

2023 YTD m2022

Source: IMF, Metals Focus




All that glitters is NOT Dillon Gage

As an industry innovator, Dillon Gage is often imitated but never duplicated. You
owe it to yourself to work with the precious metals wholesaler other dealers can only
try to copy.

No one beats Dillon Gage for:

- Cutting-Edge Tech: Integrate your website via FizConnect APls
- Refining Services:  Trade your scrap refining for bullion products
- Storage: Buy and store metals at any of our three
International Depository locations in
North America

DILLON
GAGEE. DILLONGAGE.COM 800.375.4653

METALS DIVISION



Precious Metals Weekly, Issue 520 — 16" August 2023

Charts - Precious Metal Prices, US$/0z
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Charts - Ratios & Spreads
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Gold:Silver Ratio
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Charts - CME Futures Net Positions®
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Charts - ETP Holdings
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