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An executive whitepaper written by Aptium Global, Inc. 

MetalMiner Market Perspective: Gold

MetalMiner™ is the creation of Lisa Reisman and 
Stuart Burns, the co-founders of Aptium Global Inc. 
Both Reisman and Burns have sourced and traded 
metals products around the world. The authors 
of dozens of articles, sourcing tools, and white papers, 
Reisman and Burns write their award-winning blog 
MetalMiner™ to share strategies, insights, and trends 
for cost avoidance and cost savings opportunities 
for metals related purchases. MetalMiner™ is available 
online at: 

www.agmetalminer.com

A note from the authors and founders

This may sound sad, but it’s true: We lie awake at 
night thinking about how manufacturers could save 
or avoid spending money on their metal purchases. 
It’s a strange thing to think about, but alas, someone 
has to do it. Through MetalMiner™, we take a global 
perspective on the issues, trends, strategies, and 
trade policies that will impact how you source and/
or trade metals and related metals services. From 
aluminum and steel to rhodium to gallium, from the 
thinnest gauge foils to the largest castings and forgings 
available today, we’ll cover a wide range of diverse 
topics—including green sourcing, lean sourcing, global 
pricing trends, capacity constraints, supply market 
M&A activity, and more. As always, you can reach us at 
info@agmetalminer.com to share comments and ideas.

Continue reading for our cost-cutting ideas.

Lisa Reisman and Stuart Burns

MetalMiner™

mailto:info@agmetalminer.com
http://www.agmetalminer.com
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During the current economic crisis, a financially stable store of value is on everyone’s wish list 
as a hedge against risk. Commodities and financial assets that can be stored and maintain their 
purchasing power when retrieved, are considered ‘effective stores of value’ a common tactic  
in risk management. Inflation fears, fueled by the plethora of government proposed stimulus plans  
to flood economies with billions of dollars, remain paramount. Therefore, a “safe haven” to 
keep money protected from inflation has become increasingly desirable. 

Prices of most metals have dropped drastically since last summer, as has global demand. However, 
gold which has served as a safe store of value has seen a rebound in price from its low of around 
$765/oz in early September over the past few months. US gold prices reached a peak of about 
$940/oz during the first quarter of 2009 but have since eased to about $890.There are multiple 
macroeconomic factors that have coupled to create this trend over the past nine months, and when 
analyzed individually, this information can be used to make predictions about the future for gold  
as a store of value as well as a profitable commodity for investment. The following charts are 
courtesy of MetalMiner IndXSM that compiles daily updated pricing data for metals including  
gold in their major world markets. 

These trends suggest that the gold price is relatively consistent across the world as the downturn 
last September clearly led to price drops and in response to fears of inflation and economic 

US Gold Prices 
July 2008–April 2009

China Gold Prices 
July 2008–April 2009

India Gold Prices 
July 2008–April 2009

By Anuj Shah, 
Research Analyst
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instability the price rebounded. Interestingly, during late September of last year a sharp decline 
in the price of gold coincided with Diwali, a massive gold buying period for the world’s premiere 
gold jewelry market. This led to a tremendous demand increase during the fourth quarter in India 
compared to one year earlier, but for the year as a whole demand was down.

The unfortunate truth is no world economy has been able to escape the effects of the global 
economic downturn regardless of demand elasticity. As world markets lost trillions of dollars in 
stock value over the second half of 2008, the price of gold initially fell but then rebounded and 
even surpassed pre-crisis levels. Demand for gold grew due to a strong increase in identifiable 
investment that includes gold bullion such as bars and coins and Exchange Traded Funds (ETFs) 
such as SPDR Gold Shares and iShares Comex Gold Trust. According to the World Gold Council, 
investment grew 18.3% in Q4 2008 alone to 399 tons from the previous quarter and showed 
a 5-fold increase since Q4 of 2007 when investment was about 64 tons. The following chart is 
illustrative of the approximate segmentation of the market demand for gold.* 

Not surprisingly, a shortage in gold bars and coins across the world was reported during the 
early stages of the financial crisis in late 2008 as investment in physical gold rose almost 90% 
relative to a year earlier. However, demand is down for industrial gold and gold jewelry which 
normally makes up about two thirds of gold demand. The jewelry and electronic sectors have been 
drastically debilitated as consumers have turned away from expensive luxury items. Increases in 
unemployment, falling house prices, and the stock market declines have led consumers to choose 
to spend on necessities which do not include new electronics or gold jewelry especially as the 
price of gold continues to rise. Gold ETF holdings however have grown significantly since June 
2008. The total asset holdings in tons for SPDR Gold Shares, the world’s premiere and largest gold 
ETF, have increased over 200% from June ‘08 to date.
  

Total Net Asset Value
(Tonnes) in 
SPDR Gold Shares Trust
June 1, 2008–
March 26, 2009
Source: Data compiled by
and obtained from  
SPDR Gold Shares 
http://www.spdrgoldshares.com/
sites/us/value/historical_archive/

* Gold Demand Trends,
 February 2009. 
 World Gold Council 
 www.gold.org

http://www.spdrgoldshares.com/sites/us/value/historical_archive
http://www.spdrgoldshares.com/sites/us/value/historical_archive
http://www.spdrgoldshares.com/sites/us/value/historical_archive
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There are multiple advantages to buying gold ETFs:
 No storage fees 
 Greater liquidity
 Can be instantly bought and sold during market hours
 Priced at lower denominations than physical gold
 Allow more involvement from retail/smaller investors

While ETF investment continues to increase into April 2009, other negative price drivers for gold 
have been capping the overall price increase. 

A strengthening dollar and a reduction in fabrication demand have effectively capped the rise 
in the price of gold. It is generally accepted that the price of gold is coupled to the value of the 
dollar.  A strong dollar means low gold prices and vice-versa. As stated earlier, the price of gold has 
risen substantially since its huge price drop in the first days of the financial meltdown. One would 
expect a weak dollar would coincide with this trend, however, the dollar continued to gain strength 
throughout 2008. The following chart depicts the United States Dollar Index (USDX) which tracks 
the value of the dollar against major trading partners since June 2008. 

The dollar has benefited from the increased risk aversion of many investors who instead are looking 
for the most liquid assets such as the greenback.  The fact the dollar is gaining strength as the 
price of gold increases suggests that the two have decoupled to some extent. If the value of the 
dollar had dropped over this period the price of gold would have risen even faster. ETF buying may 
be somewhat responsible for gold’s’ resilience as it is counteracting the negative price affects of 
a strengthening dollar. While multiple factors have played roles in affecting the price of gold, the 
notion of gold as a ‘safe haven’ or store of value during times of economic instability which avoids 
inflationary loss of value reigns as the supreme price driver. 

Just last month, the announcement of the Fed’s plan to buy bonds and mortgage securities on 
March 18th stoked fears of inflation. These fears resulted in a sharply lower dollar that led to a hefty 
price increase in gold. According to data from the Federal Reserve the nominal value of the dollar 
against a basket of major world currencies fell 4%, while the price of gold reached $936/oz from 
$890 in a single day. While the fears of inflation are circulating throughout the US and abroad, the 
question must be raised: how close is the US to inflation? Most likely, inflation, if it does occur at all, 
is one to two years away following the United State’s version of quantitative easing. As Stuart Burns 
expounded in a recent blog post on MetalMinerTM, the price of gold is not driven by inflation but 
simply the fear of inflation. In reality, as gold prices rise, short-term deflation may play a greater role 
and is more concerning than inflation.
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On the supply side, world gold production was down 4% in 2008 from the previous year. Mines 
in South Africa, Australia, and Indonesia saw reductions in gold output. Safety concerns 
and power outages in South Africa led to a 13.6% drop in gold output, according to South Africa’s 
Chamber of Mines. 

Australian production dropped in response to a number of firms facing closure as they were unable 
to obtain credit. Production increases in China, Peru, and Russia helped to offset the production 
shortages in other countries. As funding continues to be restricted, exploration and expansion 
projects will remain minimal into the 3rd quarter of 2009 until funding becomes more readily 
available. However, the lack of production is also influenced by a 22% increase in costs for miners 
to above $500/oz in Q3 of 2008 on average globally and coincided with gold price drops in the 
preliminary days of the credit crisis. Thus, the incentives for production are decreasing for miners, 
but they can remain hopeful as many call for a price explosion for gold to $1100/oz and some have 
suggested numbers as high as $1500/oz. The amount of scrap gold, however, has been on the 
rise as people attempted to cash in on the high value of gold in US dollars. As foreign currencies 
depreciated and the price of gold reached records in the Euro, Rupee, and Lira many consumers 
chose to sell for cash.  With constraints on production loosening and a steady increase in the supply 
of scrap gold, we estimate that gold supply during the first half of 2009 will be similar to 2008 levels, 
but a strong showing can be expected in the second half as the value of gold rises and credit begins 
to become more readily obtained. 

Many miners also find comfort in the projections of some analysts who have called for huge price 
breaks for gold in the $1200–$1500 range. While this sounds quite attractive for many parties 
involved, the possibility of this is low. Increases in supply and demand for gold will most likely occur 
around the same time later into this year as credit becomes available strengthening the already 
returning consumer confidence. These factors will for the most part offset each other. Thus, inflation 
would serve as the main driver for these projected price increases, and up until now inflation is 
only a possibility predominately based on public and private mistrust of government policy and 
effectiveness. In opposition to these bold predictions, according to a recent article in The New York 
Times, economists expect inflation to remain low for the rest of the year as consumer spending and 
demand stay weak while unemployment continues to rise. 

Indeed, the dollar is continuing to gain strength daily, but once the cumulative effect of the multiple 
attempts to lower interest rates and hundreds of billions of dollars pumped into the economy take 
hold, the dollar will inevitably weaken, positively driving gold. If the Fed sees that its plans to buy 
back credit and its version of quantitative easing is not working, an increase in the direct funds 

World Gold Production
Source: “Gold Production” 
The Economist, January 22, 2009
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delivered into the economy could further instigate inflationary trends driving gold up as well. False 
alarms that recovery is imminent or stability has been achieved will sound loud and often in the 
upcoming weeks and lead to gold price decreases, giving opportunities to buy. However, similar 
worries will flood the market driving price up perhaps just as often. While the future remains 
uncertain as ever, and the impacts of the new stimulus packages and policies is for the most part 
unknown, those who are still looking for a safe store of value can invest in gold in the short to 
medium term as it is a low risk commodity that will most likely yield profits. In sum, we believe gold 
will reach above $1000/oz by late 2009, but the 12–18 month average will stay between $925 and 
$975/oz. We can expect false alarms of imminent recovery in the upcoming weeks that could lead to 
gold price dips, giving opportunities to buy. ●

Sources:
 “Healy, Jack. “Fed Report Hints That Pace of Decline Is Easing” The New York Times, April 15, 2009 
 “South African Gold Output Plunge by 14%” Financial Times, January 15, 2009
 “Gold Demand Trends” World Gold Council, February 2009, www.gold.org
 “Gold Production” The Economist, January 22, 2009
 “MetalMiner IndXSM,, www.http://agmetalminer.com/metalminer-indx
 “South Africa Chamber of Mines
 “SPDR Gold Shares
 “Stockcharts.com

If you are interested in exploring any of the concepts in this paper further, please do not hesitate 
to contact us at 773-525-9750 or by email at lreisman@aptiumglobal.com.

http://www.agmetalminer.com/metalminer-indx
http://www.gold.org
http://www.gold.org
http://www.agmetalminer.com/metalminer-indx
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License our Content: Looking for unique customized 
metals related content for your newsletter? Let Metal Miner 
create a turnkey newsletter for you using our blog posts as 
a foundation or license our blog-content on a one-off basis.

Need a Speaker? As former metals traders and experts 
in cost-effective sourcing practices, Lisa Reisman and 
Stuart Burns speak on a broad range of topics related to the 
metals industry including global sourcing, metals pricing 
trends, arbitrage opportunities and techniques and 
Lean SourcingTM, among others. 

Metals Expert Services: Sometimes we act as a 
company’s sourcing arms and legs—we pick up the work 
load to get an initiative implemented. But more often than 
not, companies hire us for our deep subject matter expertise 
in metals related sourcing strategies. Quite often, we can 

identify and implement cost savings or cost avoidance
strategies that our competitors have never even heard of. 
And we can do it in categories that other firms won’t 
touch (e.g. heat treat services or electro-plating). If quick 
insights are what you’re after, we also have the flexibility 
to provide just a few hours or a few days of time of expert 
advisory time.

Investment Research Advisory: Many sell-side and 
buy-side research analysts—not to mention venture capital 
and private equity firms—need to better cut through the 
market noise when it comes to really understanding 
the global metals markets. Our metals experts provide 
an on-the-ground look at what is going on in metals 
commodities markets on a global basis. We track shifts in 
demand, pricing trends and can share insight on current 
manufacturing sourcing strategies based on the trends. 
And our soon-to-be-released global pricing analytics and 
content solutions are unparalleled. These can help Private 
Equity firms, specifically, to leverage buying opportunities 
across their portfolio base and to develop insight into 
potential arbitrage and foreign exchange opportunities.

For more information on any of these opportunities, contact us at 773-525-9750 
or drop us a line at info@agmetalminer.com.

Want to talk about metals or ways we can help you 
save money on your metals purchases? 
Check out our many service offerings.

Updated daily with price tracking for more than  
15 different types of metals from multiple  
international markets, MetalMiner IndXSM is  
an invaluable tool for metals sourcing professionals!

www.agmetalminer.com/metalminer-indx

mailto:info@agmetalminer.com
mailto:info@agmetalminer.com

