HeranS Precious Metals

PRECIOUS APPRAISAL

No. 15
9t May 2022




PRECIOUS APPRAISAL MARKET SPOTLIGHT K

9" May 2022 Fed tightening continues. Is there any upside left for gold?

01  MARKET SPOTLIGHT Inflation is at the highest level in 40 years in the US and Europe. The gold Inflation vs gold price _
price reached a record level in euros in early March and came close to its % US recessions —US CPI — Gold price (rhs) Record gold price $/oz
02 GOLD record level in US dollars, but gold is now trading 6% and 9% lower in 16 - N / 000
euros and dollars, respectively, even though inflation continued to climb in 14 - 8 800
03 SILVER March, coming in at 7.4% in the Eurozone and 8.5% in the US. 12 - - 1,600
10 - ,400
04 PLATINUM The Federal Reserve is starting to get serious about raising interest rates. 8 - ,200
As expected, the Fed increased the funds rate by 50 bp last week. A 75 6 - : - 1,000
05 PALLADIUM bp rise appears to be off the agenda, with 50 bp rises at the next two 4 - | VAN - 800
meetings possible. However, the futures market has only modestly scaled 2 (/ \M - 600
06 RHODIUM, RUTHENIUM, IRIDIUM back its predictions for the speed at which it is predicting rate rises at later 0 A e e b W VL 400
meetings, with a 75 bp rise still possible. 2 Y V . 200
07 TRENDS AND INVESTMENTS 4. "~ Record gold price 0
Is the Fed tightening into a recession? The US Treasury yield curve inverted 7T T R2 9 YL QYL R o TN O MmO A
08 ABOUT HERAEUS in April with the 10-year Treasury yield falling below the 2-year Treasury 2222 2 22T 2323228 ° ° 87

yield. In the past, this has been a reliable indicator of a recession, although Source: SFA (Oxford), IEA, Wards Intelligence, Cox Auto. *2022 data is for Q1 only.
the time from the inversion to the start of the recession has been quite

variable. In the 1970s, inflation and gold prices kept rising in the first part

of a recession, hitting records, but once inflation started to fall the gold

price also declined.

If inflation continues to climb, then there could be further upside for gold.
The Fed is six weeks from its next meeting and the upper bound rate is
just 1%, leaving the real interest rate very negative. The question is how
high will inflation be for the year to April? The US data will be released on
Wednesday. The ECB is lagging behind the Fed and is not expected to start
raising rates for some months. The euro has been weakening and that could
continue while the Fed is raising rates and the ECB is not, supporting the
gold price in euros.
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PRECIOUS METALS REVIEW
Gold

WEEKLY CHANGE
$/0z 1,887 -1.21%
€/0z 1,785 -1.50%

Central banks were net sellers of gold in March, with reserves falling by

4 tonnes. This was as much a function of the limited purchases as the
level of sales, both of which were the smallest in the last six months.
Kazakhstan was the largest seller in the month, reducing its gold reserves
by 12 tonnes. The central bank buys domestically produced gold which
IS sometimes sold on. Turkey was the largest purchaser with 5 tonnes and
India’s central bank added 1 tonne to its reserves. For the first quarter,
central banks were net purchasers of 23 tonnes, an improvement on
Q4'21’s net sales of 7 tonnes. This year, central bank gold purchases

are likely to be much lower than the 421 tonnes seen last year which
included some large one-off purchases.

An auspicious time for buying gold in India. Anecdotal reports are that
gold jewellery sales rebounded during Akshaya Tritiya (3 May), after

two subdued years due to Covid. This year the gold price in India was
still high, but it had fallen by about 4% in the two weeks before the
festival which should have helped to provide some positive momentum
to purchases. In the first quarter, Indian gold jewellery demand fell 26%

year-on-year to 94 tonnes (source: World Gold Council). In 2021, jewellery

demand rebounded strongly in the fourth quarter for an annual total of
611 tonnes which could be hard to beat this year.

HIGH DATE LOW
1,910 05/05/2022 1,851 03/05/2022
1,809 05/05/2022 1,791 03/05/2022

The Fed delivered a 50 bp rate increase, as widely expected. The gold
price jumped on the news and finished up for the day, but it ended the
week lower. Now the trajectory of interest rates appears set for the next
few months; If inflation continues to be high keeping the Fed behind
the curve, gold could resume its rally. The price will need to clear its
April high of $2,000/0z to suggest there is more to any rally than just a
rebound from oversold levels.
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Silver

WEEKLY CHANGE HIGH DATE LOW
$/0z 22.44 -2.13% 23.28 05/05/2022 22.10 06/05/2022
€/0z 21.23 -3.04% 22.02 05/05/2022 21.02 06/05/2022

Silver’s industrial side could be holding it back. The economic outlook has The silver price followed gold higher after the Fed meeting on Wednesday
deteriorated globally, with high inflation reducing consumers’ disposable and then reversed course on Thursday. Silver underperformed gold
Incomes. In addition, while most countries are easing Covid restrictions, pushing the gold:silver ratio above 84.

China is still pursuing a zero-Covid policy that is impacting a significant

portion of the population. Nomura estimates that 345 million people are

living with some form of restriction. China’s economy has been disrupted

as a result, with two different surveys of purchasing managers showing

sharp declines in manufacturing and services activity in April.

China is the largest industrial user of silver (~120 moz), representing
almost a quarter of global industrial silver demand. This includes the
large photovoltaic (PV) and consumer electronics sectors, which have
significant exports. While global PV installations are likely to remain
robust, production and logistical challenges in China could curb exports,
potentially slowing installations later this year.
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I" May 2022 Platinum

01  MARKET SPOTLIGHT

02 GOLD

WEEKLY CHANGE Low
03  SILVER $/02 968 2.76% 1,006 05/05/2022 918 02/05/2022
04 PLATINUM €/0z 916 2.49% 946 05/05/2022 873 02/05/2022

05 PALLADIUM

06 RHODIUM, RUTHENIUM, IRIDIUM Platinum production in South Africa was constrained in Q1'22. Sibanye-
Stillwater’s first-quarter production was down 5% at 250 koz owing to a
07 TRENDS AND INVESTMENTS slower than planned return to work after the Christmas holiday period.
Impala Platinum also reported reduced output owing to a combination
08 ABOUT HERAEUS of safety stoppages and lower-grade material being processed. Impala

reported an 11% year-on-year decline in refined output to 332 koz of
platinum. On a 6E basis (platinum, palladium, rhodium, gold, iridium,
ruthenium), refined production was 735 koz, while sales were 838 koz,
boosted by destocking of finished metal inventory. However, after relatively
poor first quarters both companies reiterated their existing guidance.
Platinum production in South Africa is expected to be around 4.6 moz
this year.
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Palladium

46

Pd
WEEKLY CHANGE

$/0z 2,058 -10.37%
€/0z 1,947 -10.65%

North American palladium output is forecast to increase by 11% to over
1 moz this year owing to a diminishing impact from the pandemic. This
Includes Sibanye-Stillwater’'s US operation at Stillwater, Impala Canada
and by-product production from nickel mines. However, both Impala
Canada and Stillwater saw modest declines in output in the first quarter.
Palladium output at Sibanye-Stillwater’s US operation was 95 koz, 4%
lower quarter-on-quarter. Annual production guidance for Stillwater has
been maintained at 424-447 koz. Impala Canada’s metal-in-concentrate
production was 5% lower at about 58 koz of palladium.

HIGH

DATE LOW

2,292 04/05/2022 2,043 06/05/2022
2,178 04/05/2022 1,935 06/05/2022

Headwinds continue for light-vehicle sales and palladium demand. US
light-vehicle sales were 1.2 million units in April (14.3 million at a
seasonally adjusted annual rate), down 2% from March. Car sales edged
up to 265,940, whereas light-truck sales slipped back to 961,010, and
both were down sharply year-on-year owing to the ongoing semiconductor
chip shortage. On top of the chip shortage, the impact of the Russia-
Ukraine conflict and economic disruption in China from Covid restrictions
has resulted in global light-vehicle production forecasts for 2022 being
downgraded further from 81.6 million units in March to 80.6 million
units in April (source: S&P Global Mobility). The estimate for palladium
demand has been reduced by over 300 koz this year as a result. The
market now looks set to be in surplus this year and this will weigh on the
price.
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Rhodium, Ruthenium, Iridium

RHODIUM
Reporting Week $18,450/0z
Previous Week $19,550/0z

Small PGM output in South Africa was down year-on-year in the first
quarter at two major producers. Impala Platinum reported a 3% year-on-
year drop in sales to 838 koz (6E) in Q1’22 even with some destocking
of finished metal inventory, as Q1’21 had been boosted by destocking of
iridium and ruthenium. Refined rhodium production fell by 1 koz year-on-
year to 47 koz.

Sibanye-Stillwater saw rhodium, iridium and ruthenium output in the
first quarter decline year-on-year by 5% to 37 koz, 6% to 15 koz and 4%
to 59 koz, respectively. Lower production was blamed on a slow restart

at some operations following the Christmas break. The company has
maintained its full-year production guidance (4E) which implies rhodium
output of 153-161 koz this year. For South Africa as a whole, rhodium
output Is predicted to drop by around 8% in 2022. The decline is mostly
due to the boost that output received in 2021 from the processing of
stockpiled material, as rhodium output this year is expected to be roughly
in line with pre-pandemic production.

RUTHENIUM IRIDIUM
$695/0z $5,550/0z
$695/0z $5,550/0z

The rhodium price fell by $1,100/0z last week, possibly owing to the
negative implications of the ongoing Covid restrictions in China for
automotive production. The ruthenium and iridium prices remained
unchanged.
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Central banks' policy rates

China PMis
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Source: SFA (Oxford), Bloomberg
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ABOUT HERAEUS

Learn more about important trends in the precious metals markets on a weekly basis with our
Heraeus Precious Appraisal. Please subscribe: www.herae.us/trading-market-report.

Heraeus Precious Metals

Europe, Middle East, Africa & other regions
Phone: +49 6181 35 2750
edelmetallhandel@heraeus.com

South East Asia
Phone: +852 2773 1733
tradinghk@heraeus.com Q

USA
Phone: +1 212 752 2180
tradingny@heraeus.com

China
Phone: +86 21 3357 5658
tradingsh@heraeus.com

Heraeus, the technology group headquartered in Hanau,
Germany, is a leading international family-owned portfolio
company. The company’s roots go back to a family pharmacy
started in 1660. Today, the Heraeus group includes businesses
in the environmental, electronics, health and industrial
applications sectors. Customers benefit from innovative
technologies and solutions based on broad materials expertise
and technological leadership.

Heraeus Precious Metals is a leading provider of precious metals
services and products. We combine all activities related to our
comprehensive expertise in the precious metals loop — from
trading to precious metals products to recycling. We are one
of the world’s largest refiners of platinum group metals (PGMs)
and a leading name in industrial precious metals trading.

The Heraeus Precious Forecast is produced
in collaboration with:

SFA (Oxford) Ltd

United Kingdom

Phone: +44 1865 784366
www.sfa-oxford.com

The Oxford Science Park,

Oxford, United Kingdom, OX4 4GA

A~

consulting analysts in tomorrow’s commodities and technologies

Disclaimer

This document is being supplied to the recipient only, on
the basis that the recipient is reasonably believed to be a
professional market participant in the precious metals market.
It is directed exclusively at entrepreneurs and especially not
intended for the use of consumers.

The material contained in this document has no regard to
the specific investment objectives, financial situation or
particular need of any specific recipient or organisation. It is
not provided as part of a contractual relationship. It is not and
should not be construed as an offer to sell or the solicitation
of an offer to purchase or subscribe for any investment or as
advice on the merits of making any investment.

This report has been compiled using information obtained
from sources that Heraeus and SFA (Oxford) Ltd (“SFA”)
believe to be reliable but which they have not independently
verified. Further, the analysis and opinions set out in this
document, including any forward-looking statements,
constitute a judgment as of the date of the document and
are subject to change without notice.

There is no assurance that any forward-looking statements
will materialize. Therefore, neither SFA nor Heraeus warrants
the accuracy and completeness of the data and analysis
contained in this document.

Heraeus and SFA assume no liability for any losses or damages
of whatsoever kind, resulting from whatever cause, through
the use of or reliance on any information contained in this
document. However, in so far as a liability claim exists under
German law, Heraeus and SFA shall have unlimited liability
for willful or grossly negligent breach of duty.

Unless expressly permitted by law, no part of this document
may bereproducedordistributed inany mannerwithoutwritten
permission of Heraeus. Heraeus specifically prohibits the
redistribution of this document, via the internet or otherwise,
to non-professional or private investors and neither Heraeus
nor SFA accepts any liability whatsoever for the actions of
third parties in reliance on this document.
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