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The Silver Price

January-October 2005
average US$ 7.13,

up 9% yoy
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: Gold / Silver Ratio Jan 2003 — to date
Gold vs Silver: January 2005 — to date
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World Silver Demand, 2005

(GEMS forecast, end-Oct 2005)
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World Silver Fabrication

Annual Changes: 2004-2005F*
Total Fabrication Demand up by approx 4%

+14%

-12%
Industrial ~ Photographic Jewelry &

Silverware
*GFMS Forecast, end-Oct 2005 M I

Industrial Fabrication

Forecast*

Electrical & Electronic
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*GFMS Forecast, end-Oct 2005 @ M M @
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Globall Billings

Industrial Fabrication

N
Y
(=}

Other Jan-Sept 2005 —»
Annualised . - :
Japan GFMS forecast end-Oct-05 for Industrial Fabrication to rise
W Europe by about 6% y-0-y.in 2005.

Americas
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Demand growth driven by riseiini global GDP and industrial
production. Centinued strengthi of electronics has helped.
In the short runialmost all'industrialldemand' categories
show very: little price elasticity ($7/0z not problematic).

Number of shipments (millions)

Growth expected to moderate in 2006. Next year could
even, see some decline if global economy: slows plus

95 1958 £po0 electronics cycle turns doewn.

Source: SIA

Indian Silver Bullion Imports

Jewelry & Silverware B ey

GFMS forecasting a rise of about 14% y-0-y: in 2005.

] p | ] Imports have
Impact of higher raw material prices far less important for doubled over

silver thanie.g. gold or platinum jewelry. ifREog s

Fabrication this year stable in Italy and Thailand; higher in
Mexico, China and, especially, India.

Indian demand' has recovered strongly in 2005 from very.
weak 2004 level.

Indian bullion imports have surged on dips below $7/0z.

Through to: September 2005 Indian bullion imports are

1998 1999 2000 2001 2002 = 2003 2004 2005E

estimated to have doubled. Q M M @ M M H
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Indian: Silver Bullion Imports
January 2003 — September 2005

Photography

Forecast by GFMS at end-Oct 05 to be down about 12%
year-on-year.

Weakness in silver demand mainly due to impact of digital
technology.

Consumer film: Sales have slumped in/N. America, Europe
and Japan. Chinese demand not growing as fast as
expected. Single use camera sales may have peaked.

Consumer paper: Some degree of erasion. Many. digital
camera users not printing images on photographic paper.

Radiography: Demand largely holding up though some
attrition at the margin.

Graphic arts: Signs of stability at lower level.

Motion picture film: Stable. E @
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2005 import figures are estimates Q @ @ E‘

US Film & Single-Use
Camera Sales

The Silver Market in 2005
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World Silver Supply, 2005 World Silver Supply

(GEMS forecast, end-Oct 2005) Annual Changes: 2004-2005F*
Hedging
(<1%)
Scrap (20%)

+0.4%

Government
Sales (7%)

Million ounces

\ 2 -2%
Mine

Production
(73%) Mine Production Government Sales Scrap Hedging

ﬂ @ @ E‘ *GFMS Forecast, end-Oct 2005 E @

World Silver Mine Production

Mine PI’OdUCtIOI’] Winners & LLosers: 2004-2005F*

GEMS forecast end-Oct 05 for world mine production to rise
by 0.4% y-0-y' (+ 2 Moz) ini 2005. Bt O

increase in ore By-product silver ¢

milled at outputup in line  Higher grades at Lower

Cannington with growth in Greens Creek & throughput &
l copper/leadizine  Bingham grades at Eskay

This follows strong growth in 2004 when the increase was
concentrated in the primary sector though also boosted by ) i
mine production Canyon Creek —

country’s largest
silver producer

al

higher by-preduct from lead/zinc and copper mining.

Globally in 2005 by source: Primary, copper, lead-zinc all up
by roughly 1%, gold down by less than 3%.

n
Q
o
c
=]
)
c

2

=

o

World base metal production estimate for 2005 — copper Ruscialfat
(+3.7%), lead (+4.7%) and zinc (+4.6%). Growth in
Uzbekistan and

Outlook for silver in 2006 is for a further modest increase of; Kazakhstan Lower by-product at
y 4 5 KGHM’s copper mines
around 2 Moz with' stronger growth forecast in 2007. Australia  CIS USA Poland  Canada

Q M M *GFMS Forecast, end-Oct 2005 @ ﬁ M @
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Scrap Supply.

Government Sales

GEMS ] forecast these to be down ini total by
about 3% in 2005.

Close to 2% year-on-year fall in'volume forecast by GFMS at
end-Oct 05.

Chinese official sales have fallen sharply: in
2005.

Decline in phoetoegraphic recovery: in developed countries from
spent fixer solutions and x-ray: film.

Scrap supply: for silver-has shewn! little reaction to $7 plus
prices.

Government sales from: Russia have continued
in 2005.

Low margin jewelry in India could come into play oni e.g. India a seller this year

double-digit prices. Other potential sources not price

sensitive.
SlFIMs|

Low level of net sales in aggregate from other

countries. E @

Changes in Government Stocks

The Silver Market in 2005

Purchases B China M Others

Million ounces

Net Change m Investment/Speculation

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005F
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Funds'™ net positions on Comex

900

Settlement Price Average
800 Positions
(in million
ounces)
2003 146
2004 218
2005YTD 175

Fund* net position: ini Nymex futures as a
percentage of total open interest
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*Non-commercial net open interest in futures
taken as a proxy for fund positions

AO5YTD to November 1st

* Non-commercial positions used as a proxy for fund activity E @

Source: CFTC

Investment/Speculation

The Silver Market in 2005

Through to September investment demand for silver was
spotty, with: some tendency for long positions to fall.
Strong pick-up in speculative interest in-Q4-to date from
funds on Comex and in the Over-The-Counter market.
Main driver has been the price (trend following), with
support for silver from higher base metals and gold prices.
Retail investor interest very limited, particularly outside the
United States.

Significant selling from - muchidepleted in the 1990s -
existing private sector bullion stocks would reguire
considerably higher prices than these seen to-date.
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m Conclusion
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Correlation Coefficient

Conclusion

Fabrication: Up this year in spite of higher average silver prices.
Growth in industrial demand and jewelry & silverware has more
than offset a substantial fall in photography.

Mine production: Less than 1% higher this year. Little impact to-
date or expected in 2006 from higher silver price.

Government Sales: A bit lower in 2005. Chinese sales have fallen
but largely compensated by Indian and Russian sales.

Scrap: Supply down due to decline in photography.
Investment/Speculation: Demand a little softer until recently.

Resurgent in Q4-to date as new highs achieved and on back of

JFmls

strong base metals and gold prices.
2006 Price Outlook?

Quarterly: Correlation: of: Daily: Silver Price with
- Gold, and Copper Prices
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Price Outlook

Under current market conditions very strong support for the price in the
$6.80s-$6.90s (especially industrial and Indian buying).

Price floor and demand could be undermined by any significant
slowdown in World GDP/Industrial Production growth.

Supply: stable, with little scope for a shock in 2006, from higher mine
production, scrap or government sales.

Investment/speculation: At present some risk of a correction back toi the
$7-plus level basis liquidation of large speculative long, positions but core
investor interest probably solid unless price falls very sharply.

Correction in base metals prices would: be a negative for silver but this
could be more than offset by gold rallying to the $500 level. (Historical

clE

correlation closer to gold than e.g. copper.).

Price Outlook

From prevailing levels GFMS see more upside than downside to

the silver price in 2006.
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claimer

Whilst every effort has been made to ensure the accuracy of the information in this
document, GFMS Ltd cannot guarantee such accuracy. Furthermore, the material contained
herewith, which is, where applicable, proprietary, has no regard to the specific investment
objectives, financial situation or particular needs of any specific recipient or organisation. It
is published solely for informational purposes and is not to be construed as a solicitation or
an offer to buy or sell any commodities, securities or related financial instruments. No
representation or warranty, either express or implied, is provided in relation to the
accuracy, completeness or reliability of the information contained herein. GFMS Ltd does
not accept responsibility for any losses or damages arising directly, or indirectly, from the

use of this document.

Copyright GFMS Ltd. — 7" November 2005.

This document is the copyright of GFMS Ltd. No part of this document 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 owners.
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