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Highlights
e Precious metals with further gains - Platinum and palladium flying high

e Gold rises to $690 - Chances for reaching $700 seen rising, but metal takes its time as euro
and oil support the rise, but seem not immune to set-backs.

¢ Silver above $14 - Once again following gold, industrial demand rising strongly every time the
metal falls back.

e Platinum on the way to all time high? - Price explodes after plans for ETFs on platinum are
published, mines oppose those products.

e Palladium with more gains - Possible ETF-plans supports it too.

¢ Rhodium stalls - Small set-back after reaching $6,500; ruthenium and iridium again slightly
weaker.
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Platinum

Platinum prices rose this week to the highest
level since last November after news came
out that Switzerland's Ziircher Kantonalbank
and London-based ETF Securities plan to
launch exchange-traded funds (ETFs) on
platinum, palladium and silver.

ZKB said in that context that it has already
built stocks of all three metals in response to
strong domestic and international investor
interest in the proposed funds. Nonetheless
platinum interest rates reacted positive to the
news, this morning they reached for a one-
year lease the dollar interest rate level.

While the sales of 70,000 ounces planned by
ZKB might have been absorbed by the mar-
ket with relative ease, the intended doubling
of that number as a result of the London-
listed product starts to cause at least some
concern. The combined number represents
more than two percent of the global produc-
tion and that in a market with already very
robust fundamentals, which have under-
pinned prices in the last years. It has to be
very closely watched now, whether attempts
to issue a platinum-ETF in the U.S. are re-
vived. In this case dramatic implications for
the platinum price and interest rates could be
the result. One should not forget that ETFs
on gold and silver attracted sales of as much
as 20 percent of a yearly production. And
unlike in the cases of gold and silver there
are no bigger above-ground stocks of plati-
num available.

That is probably one of the main reasons,
why the world’s two largest platinum produc-
ers have this week, not for the first time,
voiced their opposition to the planned launch
of any platinum ETF. Anglo Platinum said
that such funds would put upward pressure
on prices and would have a negative impact
on jewellery demand. The massive and
largely successful efforts to substitute palla-
dium in the electronics industry after the
price skyrocketed to $1,100 in 2001 could
serve as a warning example.

ZKB said according to a Platts report that the
bank was only creating market instruments
that would answer the needs of financial

Palladium

After the recent break-out from its months-old
trading range, palladium gained more ground
during the course of this week. The late rally
in the US-market last Friday brought prices
up to $375 an ounce. On Monday in Japan
the metal started even higher at around
$377. This phase with strong prices was
followed by a period with slightly weaker
rates that brought the week’s low on Tuesday
to $369.

The market turned around again, when trad-
ers started to focus more on the fact that not
only the listing of a platinum-ETF was
planned by ZKB, but also one for palladium
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investors and also allow physical delivery if
required by consumers.

Last November, rumours of a platinum ETF
launch drove the price to a record level
$1,400 a troy ounce and speculative interest
has already been growing in recent weeks.
The latest data from the Commaodity Futures
Trading Commission showed that hedge
funds have increased their long position in
platinum to the highest level since early 2006.

With the platinum now trading at $1,315 an
ounce, we cannot rule out that the price rises
further to $1,350 it’s first target. Above that
the all time high at $1,400, reached last No-
vember would be the next important level. All
in all the market seems to very well supported
and any bigger setback should be used by
industrial end-users to buy future needs on a
forward basis.

According to a Reuters report, Norilsk Nickel,
Russia's biggest platinum group metals pro-
ducer, said on Monday that it is honouring all
platinum and rhodium supply contracts de-
spite a delay in securing export licences for
2007.

Russia removed precious metals export quo-
tas in January but retained legislation requir-
ing exporters to obtain a licence from the
Economy Ministry. Norilsk does not have
licences for rhodium and platinum, which are
both trading not too far from their all-time
highs.

Norilsk has a 10-year quota effective until
2008 to export palladium of which it is the
world's top producer. The company has said it
does not expect problems with palladium
exports.

But licences to export other platinum group
metals have yet to be obtained. Permits to
export those are still being processed by the
Economy Ministry.

There were some reports again about South
African junior miners, links to some of them
can be found in the link section on page 4 of
this report.

with a planned volume of 200,000 ounces for
the first year.

This and the fact that the platinum price was
storming apparently with ease above $1,300
an ounce, later led to a surge of the palla-
dium value to $381.25 and thus to the high-
est level since May 2006. At that time the
metal had reached $407 an ounce and this
number remains the initial price target on the
up-side in the current situation as well.

Despite the price rise and the looming ETF,
the interest rates for palladium didn’t react,
most likely a result of the still high stocks.
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Rhodium, Ruthenium, Iridium

Light trade selling put some pressure on the
rhodium price this week. From the 17year-
high seen last week at $6,500 an ounce, the
price fell slightly and the metal is trading now
at $6,425 an ounce. We do not regard this
dip as the starting point of a turnaround and
would therefore recommend to industrial end-
users to try and buy the metal on an order
basis and roll any purchased forward.

Gold

Another wave of dollar-selling late last Fri-
day brought additional tailwinds for the yel-
low metal. As a result it finally broke out of
the old $650 -$680 range and rose to nearly
$686 before the closing bell in New York.

On Monday the metal started unchanged,
but then a two-dollar-drop of the oil price
triggered some selling on the metals market
as well. The gold price fell back to $682, but
when the oil recovered later and as at the
same time the dollar continued its down-
trend, the gold price rose above $690 an
ounce. For the next few days it hovered in a
five-dollar range between $686 and $691,
the latter was the highest level since May
last year, when the metal traded briefly to a
26-year peak at $730 an ounce.

The inability of the gold price to break
through the psychologically important $700-
mark and the crashing equity prices in China
on Thursday triggered some profit-taking
also on the gold market, driving the price
down to $678.60 an ounce again. At this
level bargain hunters stepped on the scene
and within hours the price went back to
$685, where it is trading this Friday morning.

Despite yesterdays set-back the metal re-
mains at the moment in an up-trend, but a
healthy level of cautiousness that prevents
the market from overheating for the time
being prevails at the same time, making it
difficult to pass the $700-mark with flying
colours.

Initially the market has to defend the $675-
mark, should it be unable to do so, the value

Silver

Silver traded largely in line with the gold
price, rising last Friday to $14.08 an ounce.
While it managed to break with that the psy-
chologically important $14-level, it was un-
able to gain enough momentum to reach the
upper end of the current upwards trend
channel at $14.20 an ounce. The market
began on Monday close to the high seen
prior to the weekend, but when the gold
price started to slide on Monday afternoon,
silver fell quickly back to $13.80. It later
recovered, but it was never able to convinc-
ingly leave the $14-landmark behind. The

Traders still try to unload some ruthenium
and for the first time in weeks there are signs
of at least some industrial demand returning
to the market. Prices might finally find a bot-
tom on the current level of $525 - $625.

Iridium is nearly unchanged from last week,
trading currently at $420 - $460 an ounce.

of the metal could fall back as far as $660 in a
first stage. On the up-side it has to break first
this week’s high and then of course the $700-
landmark in order to turn the overall picture
even rosier.

Bullion traders in Germany report about a
relatively good demand in form of bars and
coins, however we have observed this week a
strong inflow of scrap, which, on balance,
certainly more than neutralises the sales seen
elsewhere.

This week the central bank of Qatar an-
nounced that its gold holdings rose more than
five times in the first two months of this year.
The absolute numbers are however still very
small. Even after the purchases the central
banks owns only slightly more than three tons
of gold, and the metal still forms only a tiny
part of the central bank's reserve portfolio.
Last year Qatar announced that it wanted to
diversify its foreign exchange reserves away
from the weakening dollar.

There was no news on potential gold sales by
the IMF. There are internal and external pro-
posals that the Fund should sell gold in order
to finance future deficits. IMF head Rato said
at a news conference last Saturday that if
gold is sold, it would be done in a “measured
way”. British finance minister Gordon Brown
(himself under increasing pressure for the
Bank of England gold sales in the years
1999—2002) said in that context that more
countries were now accepting the possibility
of IMF gold sales.

crash of the gold price on Thursday triggered
profit taking in silver too, the market traded
quickly some four percent lower, exceeding
the losses of the gold price considerably. As
a result of the losses we have observed on
Thursday a strong increase in physical de-
mand and also a recovery of the price.

While the platinum price saw considerable
gains on the back of news about a Swiss-
listed platinum ETF, the silver market largely
ignored the reports that a silver ETF would be
issued as well.
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On the Net

e Implats shareholders approve BEE deal

o Wesizwe spikes on takeover speculation

o Norilsk says supplies platinum despite licence delay

e Producers oppose platinum ETF launch

e Zuercher Kantonalbank to launch platinum-based ETF

e North American Palladium reports 68% increase in Q1 palladium production

e M&A: Sorting the platinum winners

e Gold to go in diesel engines

e Johannesburg mine dumps disappearing

e Harmony to sell marginal shafts

o Randgold moving ahead with its world class African gold projects

e Gold mine production costs up 17% in 2006 while output fell

e Reserve Bank of Zimbabwe fails to pay gold producers

e Qatar gold reserves up

e India: Gold ETFs get lukewarm welcome

e Gold an uncertain investment

e $4.8bn lost in Brown’s gold sell-off

o New bull market brewing for silver

e Gold and oil always in tandem - Not necessarily says GFMS

o Global commodity price boom may last decades longer, RBA says

e Record tin prices spur on other base metals

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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