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The Silver Price – US$/oz
US$/oz Average Year-

on-year
Intra-
period

2008 14.99 12.0% -27.7%
Jan-Oct 2009 14.06 -11.7% 49.5%

Source: Thomson Reuters EcoWin
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US Dollar and Euro Prices

US$

Euro

€/oz Average Year-on-
year

Intra-
period

2008 10.09 3.3% -24.2%

Jan-Oct 2009 10.18 -3.6% 40.8%

Source: Thomson Reuters EcoWin
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Quarterly Correlation of Daily Silver Price 
with Gold and Copper Prices

Copper

Gold

Correlation against copper has increased recently; in Q1-Q2 

2009 notably weaker than that with gold but stronger in Q3.  

Source: GFMS Ltd.
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Silver Demand



World Silver Demand

Industrial 
51%

Photography 
12%

De-Hedging
1%

Jewelry & 
Silverware 

24%

Coins 
7%

Investment
5%

Industrial 
39%

Jewelry & 
Silverware 

25%

Coins 
9%

De-hedging
2%Photography 

10%

Investment
15%

2008 Actual 2009 Forecast

Source: GFMS Ltd.



World Silver Fabrication
Forecast Annual Changes: 2009 less 2008
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Industrial Fabrication
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20% decline forecast for 2009 



Global Billings 
(semiconductor shipments)
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Indian Silver Bullion Imports (Jan 2004 – Aug 2009)
Imports have fallen sharply in 2009 to-date due to impact of high local 

prices plus stocks carried over from Q4 2008
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Photographic Fabrication 
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Demand Summary
 Total fabrication demand forecast to be around 11% lower year-

on-year in 2009.

 Industrial demand forecast to fall by more than 88 Moz for full 

year 2009, although it has shown some improvement in recent 

months.  A double digit recovery is expected in 2010. 

 Photographic demand is falling rapidly due to impact of digital 

technology and the economic downturn.

 Jewelry & Silverware demand will increase slightly year-on-year.

 Coin demand continues to rise.  

 Investment demand has increased strongly in 2009.



Silver Supply



World Silver Supply
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World Silver Supply 
Forecast Annual Changes: 2009 less 2008
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World Silver Mine Production
Winners & Losers: 2008-2009F*
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 World silver mine production expected to come in 2% 

higher than in 2008.  Disruptions to base metal sector 

overcome by new projects and mine expansions.

 Growth in 2010 silver mine production expected to be 

maintained, to push past 700 Moz.  Growth will be driven 

from Palmarejo, Peñasquito, Pirquitas, Dolores, Dukat and 

Manantial Espejo. 

 Moderate increase in producer de-hedging in 2009.

 Forward sales buy-backs and options delta effects behind 

the larger hedge book cut this year.

Mine Production + Hedging



 Scrap expected to slip by just under 4% in 2009 due to the 

structural decline in the photographic use of silver.

 Price not high enough to stimulate much scrapping of jewelry and 

silverware.

 Scrap supply for silver far less price-sensitive than for gold due to 

different composition of above-ground stock of fabricated 

products and much higher margins over metal value on silver than 

gold jewelry.

Scrap Supply



Changes in Government Stocks
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From “Deficit” to “Surplus” 
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Silver Investment



Silver (Dis)Investment and Real Price
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ETF Silver Holdings
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 Investment a key factor since Q4 2003 (n.b. two years after gold) 
and particularly relevant to the drive into double-digits.

 Silver generally led by gold and also to some extent base metals.
 Similar factors have been at work to those driving gold investment: 

US$ devaluation, credit market crisis, inflation fears, growth in 
commodities as an asset class, etc.

 Trends largely positive in January-October 2009: Rise of over 100 
Moz in ETF holdings and over 140 Moz in investors’ net long 
positions on the Comex.  Strong demand for physical bullion too.

 Key issues for sustainability of investment demand relate to inflation 
expectations and foreign exchange value of the US dollar.  How 
these factors develop over the course of 2010 will be critical. 

Investment - Summary



Silver Price Outlook



 Total supply now expected to be little changed year-on-year: 

Lower scrap and government sales will be largely offset by a 

modest increase in mine production.  

 Mine production forecast to increase by nearly 2% this year, 

with similar growth expected in 2010.  

 Supply from scrap and government sales unlikely to grow and 

may well drop next year.

Silver Price Outlook
Supply



 Total fabrication demand forecast to fall heavily in 2009.

 Overall, price is less of an issue than slowdown in GDP growth.

 Industrial demand has been hard hit this year by the downturn in 

the global economy.  

 Jewelry & Silverware: slightly higher demand, benefit from some 

substitution gains at gold’s expense.  

 Photography: continued secular decline.

 Coin demand has risen, reflecting growing investor interest. 

 Fabrication demand set to recover in 2010, basis rebound in 

industrial offtake.

Silver Price Outlook
Demand



 Silver’s supply/demand fundamentals (excluding investment) 
will provide some support for prices in 2010, mainly due to the 
recovery expected in fabrication demand. 

 The silver market will still remain in substantial surplus, albeit 
of a smaller magnitude compared with 2009. This surplus will 
be absorbed by investors.

 GFMS now forecast an average price of $14.78/oz in 2009. A 
spike to $20 or higher before year-end is likely. 

 Silver prices will be volatile but tend to fall from current levels 
next year, especially in the second half.  GFMS’ current forecast 
under its ‘base case’ scenario is for a calendar 2010 average in 
the mid-$14s/oz.      

Silver Price Outlook
Conclusion



Disclaimer
The information and opinions contained in this presentation have been obtained from sources believed to be reliable, but 

no representation or warranty, express or implied, is made that such information is accurate or complete and it should 

not be relied upon as such.  This presentation does not purport to make any recommendation or provide investment 

advice to the effect that any precious metals related transaction is appropriate for all investment objectives, financial 

situations or particular needs.  Prior to making any investment decisions investors should seek advice from their advisers 

on whether any part of this presentation is appropriate to their specific circumstances.  This presentation is not, and 

should not be construed as, an offer or solicitation to buy or sell precious metals or any precious metals related products. 

Expressions of opinion are those of GFMS Ltd only and are subject to change without notice. 

Copyright
All rights reserved.  This report serves as a single user licence.  No part of this publication may be reproduced, stored in 

a retrieval system or transmitted in any form or by any means without the prior written permission of the copyright 

owner.  This data is released for general informational purposes only, and is not for use in documents with an explicit 

commercial purpose such as Initial Public Offerings (IPOs), offers to conduct business, background briefings on the 

precious metals markets associated with marketing a particular business or business offering, or similar such documents 

without prior written agreement of GFMS.   GFMS retains all intellectual and commercial property rights associated with 

the data contained herein and any unauthorised use of this data is a violation of applicable international laws and 

agreements.  GFMS can grant permission for the re-publication of our material in both print and electronic format 

subject to a copyright fee.  If you would like permission to reproduce our material in any form please contact GFMS 

directly in writing.  By continuing to read this document, you agree to the above terms and conditions in their entirety.
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