G M

The Silver Market in 2008
Philip Klapwijk

Chairman, GFMS Limited

The Silver Institute, New York, November 20th 2008

G FMS

The GFMS Group’s Unique Research
Capabilities & Program

Large and experienced team of 22 Analysts + Consultants.

Not just desk-based: Over 300 companies and organizations in
39 countries visited by our personnel in the last 12 months.

Annual Gold, Silver and Platinum & Palladium Surveys.
Also, weekly, monthly, quarterly & bi-annual reports plus
consultancy services and forecasts across all the precious and

base metals & steel.

For more information visit: www.qgfms.co.uk
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The Silver Price - US$/0z

US$/oz Average Year- Intra-
on-year period

2007 13.38 15.9% 13.5%
Jan-Oct 2008 15.93 21.0% -37.8%
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US Dollar and Euro Prices

€/0z Average Year-on- Intra-
year period

2007 9.77 6.4% 3.0%
Jan-Oct 2008 10.55 8.3% -28.3%
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Source: Reuters EcoWin G F M: S

Silver, Gold and Base Metals Prices
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Quarterly Correlation of Daily Silver Price
with Gold and Copper Prices

Correlation against copper has increased; in Q1-Q2 2008

ke notably stronger than that with gold but weaker in Q3.
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Gold / Silver Ratio 2001- 2008-to-date

(basis weekly average prices)
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Silver Demand

World Silver Demand
2007 Actual 2008 Forecast
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World Silver Fabrication
Forecast Annual Changes: 2008 less 2007
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Industrial Fabrication

Million ounces

New record level expected in 2008
but decline looks certain in 2009 |
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Global Billings

(semiconductor shipments)
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Indian Silver Bullion Imports (Jan 2004 — Oct 2008)

Imports in 2008 year-to-date have been concentrated in Sep-Oct,
particularly when the local price at times went below Rs. 17,000/kg
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Photographic Fabrication

10.7% decline forecast
for 2008
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I I I I I T I I I I

1998 2000 2002 2004 2006 2008F
G FMS

Source: GFMS Ltd.

Demand Summary

Total fabrication demand forecast to be around 1% higher year-
on-year in 2008.

Industrial demand will still be up for full year 2008 but has
slowed down a lot in recent months. Substantial decline is
expected in 20009.

Photographic demand continues to fall rapidly due to impact of
digital technology and, at the margin, some increased thrifting.

Jewelry & Silverware demand will fall slightly year-on-year;
Indian demand has surged in last couple of months.

Coin demand has increased substantially in 2008.

Investment demand positive overall but “two way”.
G| F|[M|S




Silver Supply

World Silver Supply

2007 Actual 2008 Forecast
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World Silver Supply
Forecast Annual Changes: 2008 less 2007
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World Silver Mine Production
Winners & Losers: 2007-2008F*

Wind down at Lower head End of mining
Rochester, grades at  the silver rich
lower grades Cannington. Puren ore at
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Fresh supply Full-year Onset of Kupol
from San production at operation,
Cristobal, Alamo ongoing Dukat
onset of San Dorado, Los expansion.
Bartolome.  Filos and first

pour from

Dolores.

Bolivia Mexico Russia United Australia
States
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Source: GFMS Ltd; *forecast mid-November




Mine Production + Hedging

World silver mine production up moderately (<1%) in 2008;
at beginning of this year 3% plus was looking probable
(“shortfall” of approx. 15 Moz between the two).

Silver mine output expected to push towards 700 Moz in
2009: Full year production at Kupol, San Bartolome (Bolivia)
plus anticipated growth in Mexico (Pefnasquito). However,
downside risk if base metal closures continue. Also, prior to
crash in silver/base metals prices output in 2009 was
expected to reach close to 730 Moz!

De-hedging expected to have slowed this year from the
elevated level seen in 2007.
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Scrap Supply

Scrap expected to fall just over 6% in 2008 due to the decline in

volumes from photographic sources.

Price not high enough to stimulate much scrapping of jewelry and

silverware, except in India.

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.
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Changes in Government Stocks
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Silver Investment

Silver (Dis)Investment and Real Price
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ETF Silver Holdings

Total at 07/11/08 = 260 Moz; 70 Moz rise year-to-date.
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Investors'> Net Positions in Comex Silver Futures
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Comex Settlement Price nearly 143 Moz between
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Investment - Summary

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
commaodities as an asset class, etc.

Trends largely positive in first half 2008: Rise of over 35 Moz in ETF
holdings and over 44 Moz in speculative positions on the Comex.

Since mid-July, in common with gold and other commodities, massive
sell-off in silver via OTC market and on Comex (net spec long on latter,
down over 200 Moz since mid-July). In contrast, ETF holdings have
actually risen over same period by close to 32 Moz.

GFMS expect rebound in investment within next few months: Many
longs cleaned out; US$ move will be partly unwound; “deleveraging”
will come to an end; economic and financial problems will get worse.
Silver - likely to be seen as “cheap” on a ratio basis - will be helped
higher by gold.
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Silver Price Outlook
Supply

Total supply now expected to fall moderately year-on-year:
Smaller rise in mine production more than offset by lower scrap
and government sales.

Mine production growth in 2008 and 2009 still expected but
much slower than previously forecast (due to impact of lower
metals prices, project delays etc).

Supply from scrap and government sales unlikely to grow and
may well drop next year.

‘Supply shock’ from higher mine production, that was in the
pipeline from higher mine production, looking like it will not now
take place!
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Silver Price Outlook
Demand

Total fabrication demand forecast marginally higher in 2008.

Overall, price is less of an issue than slowdown in GDP growth.
Industrial demand expected to fall sharply in 2009.

Jewelry: negative price and economic impact but also some
substitution gains at gold’s expense; price-sensitive Indian
demand a key factor.

Photography: continued secular decline.
Coin demand has risen, reflecting growing investor interest.

Fabrication demand set to take a ‘big hit’ in 2009.
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Silver Price Outlook
conclusion

Silver’s supply/demand fundamentals (excluding investment)
turning negative in 2009 due mainly to lower fabrication
demand, though supply side less threatening than formerly
expected.

Silver market will therefore move back into substantial surplus
but this metal will be absorbed by investors.

Silver prices will be volatile but tend to increase from current
levels.

GFMS now forecast average price of $14.65 in 2008. Recent
$9-$10 seen as probable low.

GFMS under its base case scenario currently forecast a calendar
2009 average of around $13/0z.
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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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