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4th floor tel +44 20 7260 2000
Ropemaker Place fax +44 20 7260 2001
25 Ropemaker Street www.markit.com
London

EC2Y OLY

United Kingdom

Markit Research
March 23" 2015

Investors have continued to reduce their exposure to gold as the dollar strengthened to new highs

in March.

— Investors trim their gold exposure in March by $1.8bn

— Offsets most of inflows recorded in 2015

— Apac investors buck the trend

Inflation fears have largely abated and gold’s
spot price has declined by 39% from its all-
time high of $1,921.17 in September 2011.
The decline in the precious metal, which is
currently trading at $1182.40, has coincided
with a strengthening US dollar which has
benefited from the US economic recovery.

The US dollar index has appreciated 23%
since the end of 2012 with most of the dollar’s
relative strength only coming through in the
past six months. With the prospect of the
Federal Reserve looking to raise interest
rates in 2015, the dollar looks set to
strengthen further and an increase in yields
will hurt the non-yielding precious metal.

Gold price versus the US Dollar
Spot gold price

1350
1330
1310
1290
1270
1250
1230
1210
1190
1170
1150 -

USD Index

= Gold Spot
=——USD Index

- 98
- 93
- 88
- 83

78

Mooa>x XG> X WX
N N W W W W\N
RN RN
AN AN AN AN A A PN

o
N
\'1>

XX > WX 0
\%\'\ Q\’\ \\’\ "lg\ \\\
A) \'\ \\'\ \’\ fl:\

\\
(‘/’\

Sources: Markit, Factset

In the last three weeks alone, investors have
pulled $1.8bn from Gold ETFs, which account
for a large proportion of the $3.4bn of inflows
recorded up until the end of February. This
compounds a trend seen over the last 12
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months with outflows totalling $3.5bn or 5.7%
of the $62bn managed by gold ETFs.

Weekly inflow/outflow, gold ETFs
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The largest single name gold ETF is the
SPDR Gold Shares ETF (GLD) with $28.3bn
in AUM, accounting for nearly half of all gold
ETF assets. The fund has seen a proportional
share of outflows over March with $1.0bn of
net redemptions.

Gold loved in Asia

Asian investors represented the one bright
spot for gold products over the last few weeks
with inflows into Apac listed gold ETFs having
accounted for $31.6m. While total AUM of
these funds is small at $2.4bn the divergence
highlights the differing in investor appetite for
the precious metal across the world as central
bank policy diverge and people in Asia
maintain demand for the bright metal.

The fund accounting for the largest share of
inflows is Shanghai listed Huaan Gold ETF.
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Priced in CNY, the fund aims to track the total
return of the China gold spot price and
currently has $46m in AUM representing ~2%
of gold ETFs in the Apac region.
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The largest gold ETF in Apac by AUM is the
Goldman Sachs Gold Exchange Traded
Scheme. The Indian fund currently has
$406m in AUM and tracks the returns before
expenses of gold returns in Indian Rupees.

Together with the Reliance Gold ETF, ETFS
Physical Gold Australia and the Mitsubishi
UFJ Japan Physical gold ETFs, these largest
four ETFs represent 63% of gold ETF Relte Stephen Schutte

exposure in the region.
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