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China has overtaken South Africa to become the 
world’s largest gold producer in recent years. 
But with the country also becoming the world’s 
second-largest gold buyer, it has become clear 
that what it produces domestically simply could 
not satisfy all the demands of the Chinese gold 
investors. The gap is filled by imports from the 
rest of the world. In 2011, 427.8 tons of gold 
were imported into China, which marked a 
sharp increase from the 118.9 tons of 2010. 
Behind the figures and less obvious to the 
market watchers is the fact that a lot of the 
gold that is imported into China actually goes 
through Hong Kong, the financial and logistics 
hub that sits right on the doorstep of the world’s 
most populous country. According to the Hong 
Kong Census and Statistics Department, in 
the first four months of 2012 alone, a total of 
237.2 tons of gold came through Hong Kong. 
This suggests that the import of gold into China 
is still growing at a fast pace, and the flow of 
the metal through Hong Kong continues to gain 
momentum.

In fact, in the last 150 years, with the exception 
of the period when China was closed to the 
outside world because of its internal political 
upheavals, Hong Kong has always excelled 
in this role as an ‘entrepot’ to the mainland. 
Precious metals and precious stones have been 
finding their way into the hands of the Chinese 
buyers by making a port of call in Hong Kong 
before their final destinations. In the case of 
gold, because the metal is moved from one 
country to another mainly by air, a lot of the 
bullion imported into China is actually stored 
at the Hong Kong International Airport before 
it makes the last leg of its journey across the 
border into the China market.

With its 1.3 billion population, China’s 
emergence as a major destination for gold 
imports has reinforced the traditional role of 
Hong Kong as a gateway to the second-largest 
economy in the world. As a transportation 
hub, the Hong Kong International Airport is a 
critical part of this ‘entrepot’ trade. Half of the 

world’s population, including those of China 
and India, lives and can be reached within five 
hours if the metal is loaded on a plane and sent 
from the Hong Kong airport. This geographical 
advantage is augmented by the operational 
efficiencies of the airport itself, since it has 
been voted the ‘Best Airport in the World’ 
seven times in the last ten years. In 2011, 53.9 
million passengers, as well as 3.9 tons of air 
cargo, made use of the Hong Kong International 
Airport. Gold bullion, along with silver and 
precious stones, is amongst the valuable cargo 
frequently handled at the airport.

But there are other reasons why gold bullion is 
coming through Hong Kong before it is sold to 
buyers in China. One of them is that Hong Kong 

Gold Vault at the Hong Kong  
International Airport
By Sam Kwok, Director, HKIA Precious Metals Depository Ltd

The HKIA Precious Metals Depository Ltd opened in 2009 within the 
Hong Kong international airport. In this article Sam Kwok describes 
the main functions of the Depository and how it is playing a key role  
as a logistics hub and a gateway to the importation of precious  
metals into China.

      With its 1.3 billion 
population, China’s emergence 
as a major destination for gold 
imports has reinforced the 
traditional role of Hong Kong 
as a gateway to the second-
largest economy in the world.

“ “

Figure 1. Aerial view of the Hong Kong International Airport (HKIA).
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does not impose any control on the movements 
of gold bars in and out of the city; nor are 
there any taxes levied when moving the metal 
into Hong Kong, storing the bars there before 
they are sent to the buyers across the border. 
This gives Hong Kong a clear edge in its role 
as a logistics hub and a gateway to the import 
of precious metals into China. Other factors 
such as the financial infrastructure that has 
been put in place in Hong Kong over the years 
and support services such as the banking, 
insurance and legal systems that are familiar 
to financial institutions around the world are 
also important considerations when it comes to 
deciding where to store the gold bars.

To strengthen its role in the logistics flow of 
high-value goods, it was decided that the 
Hong Kong International Airport should build a 
state-of-the-art high-security vault for precious 
metals, particularly for gold bars. The facility, 
the Hong Kong International Airport Precious 
Metals Depository, was unveiled by the 
Financial Secretary of Hong Kong in September 
2009. It is operated by a wholly owned 
subsidiary of the Hong Kong Airport Authority 
(rated AAA by Standard & Poor’s), which in turn 
is wholly owned by the Hong Kong Government.

The Hong Kong International Airport Precious 
Metals Depository is located at a highly secure 
and yet convenient location within the airport 
to allow easy access by plane and by armoured 
trucks. Set up as a security company, the facility 
has been granted a Type 1 security licence by 
the Security and Guarding Services Industry 
Authority of Hong Kong. It is therefore subject 
to the licensing and regulatory requirements 
of high-security vaults in respect of operational 
controls and security procedures. 

Since it started offering its services three 
years ago, the Hong Kong International Airport 
Precious Metals Depository has focused on 
providing both long-term and transit storage for 
LBMA good delivery bars, as well as tael bars 
that are used in local delivery in the Hong Kong 
gold market. Silver and other types of precious 
metals have also been stored at the facility. 
For LBMA good delivery bars in particular, but 
also for other precious metals, the Depository 
has served not only as a storage vault, but also 
as a physical settlement and delivery venue 
for traders from around the world. Commodity 
exchanges like the Hong Kong Mercantile 
Exchange have made the Depository at the 
airport the designated physical settlement 
venue for their gold contracts. Another group of 
gold investors that has sought out the facility 
to meet their long-term and often substantial 
storage requirements are the growing number 

of Exchange Traded Funds (ETF) that invest in 
gold. ETF managers and their metal providers 
have found it convenient as well as cost-
effective to store, settle and create additional 
ETF units at the Depository. In fact, the Hong 
Kong International Airport Precious Metals 
Depository is among the few high-security 
vaults within the region that has the capacity 
to cater to the deep storage demands of 
ETF owners. The same rationale underlies 
the storage arrangements of government 
institutions, bullion banks, as well as refineries, 
family trusts, fund managers, etc. that have 
been making use of the facility at the Hong 
Kong airport.

Sam Kwok is
Director of HKIA 
Precious Metals 
Depository Ltd
Sam Kwok joined the Hong 

Kong Airport Authority in 2002. The Airport 
Authority is responsible for the management of 
the Hong Kong International Airport, one of the 
busiest airports in the world.  Prior to joining 
the Airport Authority, Mr. Kwok was the Finance 
Director of China Overseas Land & Investment 
Ltd, a company listed on the Hong Kong Stock 
Exchange, and has a wide range of business 
interests in the property and construction 
business of China. Mr. Kwok started his career 
as an investment banker.

      Since it started offering 
its services three years ago, 
the Hong Kong International 
Airport Precious Metals 
Depository has focused on 
providing both long-term and 
transit storage for LBMA good 
delivery bars, as well as tael 
bars that are used in local 
delivery in the Hong Kong 
gold market.

“
“

New LBMA Offices

On the 24 March, the LBMA relocated to larger 
and more modern new offices on the fourth floor of 
the Royal Exchange Buildings, which are located in 
the heart of the City of London, very close to Bank 
underground station and just a stone’s throw from 
the Bank of England. 

The LBMA has recently taken on more staff to 
cope with an ever-expanding workload, particularly 
in relation to the numerous regulatory issues 
facing the bullion market. As well as providing 
more spacious accommodation for staff, the new 
office has much improved facilities for members 
and guests visiting the LBMA, including a larger 
boardroom for Committee Meetings and a reception 
area for visitors. There is also an additional meeting 
room, which has already proved very useful for 
Members and visitors alike.

A selection of photographs of the LBMA’s new offices, including the reception area and boardroom. The reception area features an impressive new signage.

Figure 2. HKIA, the busiest international air cargo hub in the world.

Figure 3. The exterior view of Terminal 1, HKIA.
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The Goldsmiths’ Company
Gold: Power and Allure
4,500 years of gold treasures across Britain
Reviewed by Timothy Green, Author and Journalist

This exhibition, marking the Queen’s Diamond 
Jubilee, is a walk through the history of gold 
on these islands, embracing more than 500 
rarely seen items, from ancient Irish lunula 
and basket-shaped ornaments unearthed 
at Stonehenge, to sacred ampulla and royal 
coronets, alongside ornate jewellery, modern 
sporting trophies and a handkerchief of 
gold thread. Coin displays embrace every 
gold coin produced during the reign of each 
British monarch from Edward III in 1312 (save 
Edward V), with a reminder that, since 1282, 
The Goldsmiths’ Company itself has been 
charged with testing the quality of the coinage 
at the annual Trial of the Pyx, still held today. 
The modern market is acknowledged with a 
gleaming 400 t.oz Good Delivery Bar, reminding 

us that the London Gold Market has developed 
a global brand.

As the curator, Dr Helen Clifford, explained: 
“The exhibition focuses for the first time on 
the British involvement with gold – as an 
exploitable ore, as a symbol of power, both 
spiritual and secular, as a medium of exchange 
and commerce, and as an inspiration of 
masterpieces of craftsmanship. The challenge 
has been to draw together the many strands 
that make a single precious metal so special. 
This is gold from the Bronze Age to modern  
City finance.”

Dr Clifford led me to the opening display on 
mining in England and Wales. The oldest 

recorded workings are at Dolaucothi in central 
Wales, mined by the Romans and, erratically, 
ever since. Most of Britain’s recorded 
production since 1861 of 130,000 t.oz is from 
this area, supplemented by small amounts from 
Kildonian in Scotland and the rivers around 
Falmouth, whence the largest nugget, weighing 
just 2 t.oz, and on display here, was found in 
1808. However, it is the skill of goldsmiths and 
their sheer ingenuity in using the malleability 
and ductility of the metal through the millennia 
that carries this show. Moreover, the continuity 
of their craftsmanship is crucial. As Dr Clifford 
explained: “A comparison of the crescent lunula 
beaten out of sheet gold around 2,400 BC with 
a neckpiece made by Jacqueline Mina in 2009 
not only reveals shared metal-working 
skills, but also millennia-leaping continuity 
in aesthetic sensibility.”

What struck me more than the brilliance of gold 
goblets or trophies was the sheer delicacy of 
many pieces. Bracelets and collars in abstract 
patterns of gold wire may evoke a spider 
in its web or a great spray of grasses and 
buttercups fabricated from gold wire and sheet 
gold demonstrate the goldsmith’s versatility. I 
huddled, too, over the pattern book of Toye & 
Company, which made gold lace, braids and 
threads a century ago, each little spool carefully 
labelled ‘Best quality silk’ or ‘Best quality cotton’ 
to match the material they replicated. Such 
golden threads embroidered a page’s jacket for 
the coronation of George IV and the epaulettes 
of naval officers. Not to forget a handkerchief 
of finest gold wire created this year by Giovanni 
Corraja and the elegant feathery sweep of a 
19th-century gold quill, alongside a unique pair 
of solid gold spectacles from the 18th century 
loaned by the College of Optometrists.

Tim Green here reviews the ‘Gold: Power and Allure’ Exhibition at 
the Goldsmiths’ Hall. The Exhibition is a journey through time which 
powerfully tells the rich and previously untold story of the uses of gold 
in the UK over the last 4,500 years.

      The exhibition focuses 
for the first time on the 
British involvement with 
gold – as an exploitable 
ore, as a symbol of power, 
both spiritual and secular, 
as a medium of exchange 
and commerce, and as an 
inspiration of masterpieces 
of craftsmanship.
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We will not rest
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our award winning1 dedicated team offers you a ‘one stop shop’  
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Singapore and the UK
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*non physical only

41687_Precious metals ad Apr 12_ALCH.indd   1 05/04/2012   12:20

Figure 1. Gold Ampulla, 1633.  © National Museums Scotland. Made to hold the sacred anointing oil for the 

coronation of Charles I at Holyrood House, Edinburgh on 18 June 1633.  Measuring a mere 12.7cms high, this 

symbolic gold object is one of the highlights of the exhibition.  
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A dedicated display, ‘The Gold of Antiquity’, 
takes us back to the earliest working of gold. 
Excavations for new housing in Amesbury, 
near Stonehenge in 2002 revealed the burial 
place of two men thought to date to 2300 BC. 
Each had a pair of small gold basket-shaped 
ornaments laid near them. Admire, too, three 
distinctive early Bronze Age crescent moon-
shaped pieces, or lunula, hammered out of 
gold between 2000-1500 BC and thought to 
have adorned the necks of tribal chieftains (see 
figure 2). Less than 200 lunulas are known 
and three of them may be seen at Goldsmiths’ 
Hall. So are gold torcs (neck ornaments) from 
the later Bronze Age and Early Iron Age found 
at Ipswich, Snettisham, Newark and Stirling, 
revealing the skill of early goldsmiths. Dr Clifford 
notes: “It is somewhat ironic that the so-called 
‘Dark Ages’ should have produced some of the 
finest gold work ever made in these islands. The 
achievements of Anglo-Saxon goldsmiths were 
of remarkable accomplishment and beauty…
Experiments with enamelling and stone-setting 
can be seen in the early 7th-century gold and 
garnet pendant from Canterbury Museum.” 

Thereafter, fine objects are rarer and were 
mostly made for the Church in the form of 
chalices, shrines and reliquaries. They were 
usually of gold set with cabochon, such as a 
famous ‘M’-shaped brooch from the mid14th 
century from New College, Oxford on display at 
Goldsmiths’ Hall.

After 1500, gold as a Christian symbol of the 
divine became grander, with ornate chalices 
and amullae containing holy anointing oil. 
Moreover, they began to be hallmarked by 
The Goldsmiths’ Company. The first surviving 
religious hallmarked gold is a chalice given 
by Bishop Fox in 1515 when he founded 
Corpus Christi College in Oxford. The exhibition 
displays a succession of such objects from a 
communion cup made of gold from Guinea 
(which became an important source of gold by 
the 16th century) to a handsome ampulla (see 
figure 1) used at the Scottish coronation of 
Charles I at Holyrood House, Edinburgh in 1633. 
The tradition continues to this day, with some 
notable recycling of gold. The chalice design for 
the Catholic cathedral in Liverpool in 1958 was 
made from donated wedding rings.

To mark the Queen’s Diamond Jubilee, coronets 
and other items from the Royal Collections 
have been loaned. They include the coronet of 
George, Prince of Wales, created in 1902 for 
the coronation of his father, Edward VII. Royal 
duty was also often rewarded with gold cups, 
for example to the Duke of Norfolk in 1821 for 
his services as Earl Marshall, while the Duke of 
Ormonde & Ossory received a cup costing £230 
for acting as Chief Butler for Ireland at banquets 
for the same event. Slightly more macabre is 
a gold ring taken from the finger of the dead 
Queen Elizabeth I in 1603.

After 1700, the new abundance of gold from 
discoveries in Brazil that more than doubled 
world production brought a flurry of lavish gold 
cups, dishes and ornaments for hallmarking at 
Goldsmiths’ Hall. Gold trophies for horse racing 
abounded, with a range of little gold beakers 
as prizes at Chester Races, and two elegant 
teapots for the King’s Prize at Leith Races in 
Scotland. Later, gold medals were struck for the 
Olympic Games, although they were only made 
of solid gold for the first four Games and can be 
seen here.

Gold tableware also signalled power and wealth, 
as only the rich could afford gold rather than 
silver gilt. So we admire gold ice buckets from
c.1680-90, owned by the Duchess of Marlborough, 
and a magnificent ewer and basin created by 
the goldsmith Pierre Platel in 1701-2 for William 
Cavendish, 1st Duke of Devonshire (see figure 4). 
Not to be outdone, the wealthy William  

Beckford affirmed his status with a gold teapot 
and toasting fork, which he took on his travels. 
This is a modern vogue, too: witness a laser-cut 
breadbasket and tongs by Grant Macdonald 
from the Downing Street Collection, a laser 
welded jug by Martyn Pugh (see figure 3) 
created in 2011 and a simple elegant Jubilee 
Gold Bowl by Michael Lloyd made for the 
Queen’s Golden Jubilee in 2002.

The common feature of articles made since 
Tudor times is a hallmark from Goldsmith’s 
Hall, mandatory since the London Assay Office 
was established there in 1478. Appropriately, 
old touchstones and touch needles used for 
centuries to confirm the gold’s fineness are on 
display. Alongside them are trial plates for the 
annual Trial of the Pyx (Latin for money box) 
to determine the fineness of coins. A unique 
collection of gold coins, ancient and modern, 
has been assembled for this exhibition.
The central showcase starts with a Noble 
minted for Edward III and tested by The 
Goldsmiths’ Company in 1312, and then 
continues with all its successors as official 
currency, 31 in all, to the present Queen (only 
Edward V ruled so briefly that no coin was 
struck). Here we see a likeness of all our rulers 
of the last 700 years (except for Edward V). 
Edward III’s Noble shows him, sword and shield 
in hand, at sea on his flagship – a perfect 
snapshot in gold. Most significant are the 
Guinea, first struck in 1663, and the Sovereign 
of 1816, which became internationally accepted 
coins, making London the leading gold market 
for over 300 years, with the coins being ordered 
by the fledgling Bank of England (founded in 

1694) from the Royal Mint. These two coins and 
the Bank were the foundation of the London 
Gold Market we know today.

British coins may have centre stage here, but 
beside them are some of the great coins of 
antiquity. A tiny gold coin stamped with a royal 
lion symbol by King Croesus of Lydia (modern 
Turkey) around 550 BC and a Stater of Philip 
II of Macedon, c.336 BC, lead the way. Next, 
admire the coins of great empires, a Roman 
Aureaus of Claudius 4-54 AD, a Solidus of 
Constantine the Great, 307-337 AD, and a 
Venetian Ducat, first minted in 1285, which 
endured until the fall of the Republic in 1797, 
weight and fineness unchanged, as Venice 
became the first international bullion market, a 
role taken over by London after 1700.

The achievement of the ‘Gold: Power and Allure’ 
exhibition is to encapsulate, visually, the story of 
gold through the last 4,500 years, from simple 
trinkets found near Stonehenge to today’s 
handsome laser-cut jug or vase, and a coin from 
Croesus to a sovereign of Queen Elizabeth in 
2012.

Timothy Green, Author 
and Journalist
Timothy Green has been 
writing about gold for over 
40 years. His first book, 

The World of Gold, came out in l968 and was 
revised several times. He also wrote The Gold 
Companion: The A-Z of Mining, Marketing, 
Trading and Technology for the Swiss company 
MKS Finance SA. His latest book, The Ages of 
Gold, on the 6,000 years’ history of the metal, 
was published in 2007 by GFMS, the precious 
metals research company, for whom he was also 
a consultant on world gold markets for three 
decades. In 2010, he wrote Building a Global 
Brand, The London Good Delivery List 1750-
2010 for the LBMA.

The exhibition, sponsored by the World 
Gold Council, which runs until 28 July, is 
accompanied by the book Gold: Power 
and Allure, published by The Goldsmiths’ 
Company and edited by Helen Clifford, 
the Curator. It contains 11 chapters by 
specialists on gold (including this reporter) 
covering Gold Sources and Exploitations; 
The Properties of Gold; Gold of the 
Ancients; Gold Coins, Their Symbolism and 
International Finance; and London – the 
World’s Gold Market. 

Price £10, available from The Goldsmiths’ 
Company.

      After 1500, gold as 
a Christian symbol of the 
divine became grander, with 
ornate chalices and amullae 
containing holy anointing 
oil. Moreover, they began 
to be hallmarked by The 
Goldsmiths’ Company.

“ “

      To mark the Queen’s 
Diamond Jubilee, coronets  
and other items from the 
Royal Collections have  
been loaned. 

“ “
“      Gold tableware also 

signalled power and wealth, as 
only the rich could afford gold 
rather than silver gilt. 
“

“ “

      After 1700, the new 
abundance of gold from 
discoveries in Brazil that 
more than doubled world 
production brought a flurry of 
lavish gold cups, dishes and 
ornaments for hallmarking at 
Goldsmiths’ Hall. 

Figure 2. The Irish Lunulla, c 2000-1,500 BC. © The Drapers’ Company. An exciting example of early gold work 

featured in the exhibition is a magnificent lunulla dating from 2,000-1,500 BC, which was found in Northern Ireland 

then owned by the Worshipful Company of Drapers’ in c.1845/6. These distinctive early Bronze-moon shaped pieces 

were hammered out of gold and thought to adorn the necks of tribal chieftans.   

Figure 3. Claret Gold Jug by Martyn Pugh, 2008. © 

Private Collection. Made to commission for a client 

who wanted a solid gold claret jug.  It is made of a 

new 99% gold, 1% titanium alloy, equating to 23.75 

carats, which can be fashioned in a soft condition 

then hardened by heating.

Figure 4. Gold Ewer and Basin, Pierre Platel, 1701-02.   © The Devonshire Collection. Made for William Cavendish 

1st Duke of Devonshire. The Ewer is of Helmet shape, the lower part of the body decorated with alternative flowers 

and scrolls, and engraved under the spout with the Devonshire coat of arms. The dish is oval in form with a single 

depression and the border is decorated with scrolls, escallops and acanthus foliage in bold relief.  It is engraved in 

the centre with the same ducal arms as on the Ewer.

Figure 6. Pictured above is the 1912 Olympic Gold Medal.

Figure 5. Necklace by Ernst Blyth, 1966. © The 

Goldsmiths’ Company. 18 carat gold.  The collar is 

drilled, and is typical of the very heavily textured 

jewellery that became popular in the early 1960s.
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1 Electrolytically recycled silver crystals are 
pre-melted in a 400 kW induction furnace with 
a capacity of 500 kg. After homogenisation 
of the melted material, a sample is taken and 
analysed spectrographically to determine 
the contents of 25 possible impurities. 
Simultaneously, the oxygen content is 
measured. Within a few minutes, the exact 
composition and quality of the melt in the 
furnace is known.

2 Transfer of the pre-melted material into 
inductive heated holding furnace and continuous 
casting in which the water-cooled ‘mould’ has 
the same cross-section as a Good Delivery. The 
furnace (see Figure 1) has a capacity of 1,100 kg 
and is stabilised at a temperature of 1,150°C. The 
casting is performed under steady conditions, the 
melted material is constantly fed in at a rate of 
500 kg/hr.

The cast section is cooled by a water spray (see 
Figure 2). With a two- or three-shift system, this 
continuous-casting technology yields an output 
of 8 to 10 tonnes per day. 

3 Sawing into bar lengths is carried out by 
means of a programmable metal saw.

4 In order to produce the undercut on the end 
surfaces and to ensure the rounding of the 
resulting edges (to ensure the safe handling in 
the vault), the final stage involves the treatment 
of the bars in a CNC-controlled milling-machine. 
As this machinery is used for this process only, 
the resulting scrap can be returned to the 
melting step.

5 Marking of the bars on the end surfaces is 
carried out using a programmable dot matrix 
engraving system, immediately after determining 
their weight. The finished bar (see Figure 3) 
benefits from having extremely flat surfaces, 
rounded edges and clear markings. The only 
minor deviation is on the bottom surface, which 
shows track-like indentations resulting from the 
apparatus used to withdraw the continuous bar 
from the casting furnace (see Figure 4). Following 
examination of sample bars by a panel of LBMA 
inspectors in London, the bars were accredited 
as Good Delivery by the LBMA on 15 June 2012.

6 Overview 
When compared to manual casting, this multi-
level production mode seems to be rather 
complicated. The milling part is an additional 
step in the process and is what determines the 
overall capacity. Nevertheless, for Allgemeine, 
the continuous-casting technology is an efficient 
alternative for the manufacturing of bars. It 
fits in well with the skills and experience of its 
employees and the need to produce substantial 
amounts of silver bars for the market.

The system can be used both for the production 
of high-purity 999.9 silver or, by a calculated 
addition of copper, 999 fineness material can 
also be produced.

Thomas Weiss is 
Director of Sales 
& Precious Metals 
Services at
Allgemeine Gold- und 
Silberscheideanstalt AG

As a business economist, Thomas has more 
than 15 years’ experience in the precious 
metals markets. From 1999 until 2005, he was 
responsible for the precious metals trading 
department of the Pforzheim Sparkasse bank. 
In 2005, he joined Allgemeine as the head 
of Allgemeine’s precious metals services & 
management, serving both internal customers, 
i.e. production units and their specific precious 
metals demand, and external clients on a global 
base. Thomas became Allgemeine’s Director of 
Sales & Precious Metals Services in 2010 and 
is the contact for all LBMA-related issues within 
Allgemeine.

For more than 100 years, Allgemeine Gold- 
und Silberscheideanstalt has been refining 
silver from various secondary materials in 
the well-known jewellery city of Pforzheim in 
southern Germany. In the past, almost all of the 
recycled silver was used for the manufacture of 
Allgemeine’s silver products, with the occasional 
surplus being sold in the form of grain.

With the substantial increase in silver prices in 
recent years, however, three tendencies became 
clear. Firstly, there was a steady increase in the 
amount of silver scrap available for refining, 
which led to Allgemeine increasing its refining 
capacity and production. At the same time, the 
higher price led to a fall in the consumption of 
some silver products, with a consequent fall in 

the demand for silver grain. Furthermore, with 
silver being increasingly seen as an affordable 
investment product, the rising market demand 
for London Good Delivery 1,000 troy ounce bars 
presented a challenge regarding the optimum 
method of producing these bars.

In Allgemeine’s case, a solution had to be 
found for the efficient melting and casting 
of the silver crystals originating from the 
electrolytic refining process. Normally, Good 
Delivery bars are cast in open moulds, usually 
made of cast iron. With large-scale production, 
performing this operation manually is very 
labour-intensive. In addition, because of silver’s 
tendency to absorb oxygen when molten, the 
final stages of solidification in open moulds 

often results in this oxygen being released 
with the formation of surface needles, which 
then have to be removed by grinding or wire 
brushing. Allgemeine developed the idea of 
using continuous casting to produce Good 
Delivery bars and thus obviate both the above-
mentioned problems.

In 2008, when Allgemeine was granted 
accreditation by the LBMA for its gold and silver 
bars, expensive manual casting was still used. 
Yet, as a large-scale manufacturer of silver 
products, Allgemeine had experience of an 
extremely efficient continuous-casting facility, 
with machinery for cutting processes and an 
experienced and well-trained team of experts 
for the manufacturing of semi-finished products. 
The decision was then made to use this kind of 
equipment for the manufacture of Good Delivery 
silver bars. The main stages in the process are 
described below.

Continuously Cast Good Delivery 
Silver Bars
By Thomas Weiss, Director Sales & Precious Metals Services, Allgemeine Gold-und Silberscheideanstalt AG

In this article Thomas Weiss explains how Allgemeine Gold-und 
Silberscheideanstalt AG have drawn on existing experience and 
technology to develop a new technique to continuously cast  
Good Delivery silver bars. A first for the LBMA.

     Following examination 
of sample bars by a panel of 
LBMA inspectors in London, 
the bars were accredited as 
Good Delivery by the LBMA 
on 15 June 2012.

“ “

     Allgemeine had 
experience of an extremely 
efficient continuous-casting 
facility, with machinery 
for cutting processes and 
an experienced and well-
trained team of experts for 
the manufacturing of semi-
finished products. 

“

“

Figure 1. Continuous casting unit with pre-melting furnace.

Figure 2. Cooling by water spray.

Figure 4. Surface indentation resulting from the bar 

withdrawal system.

Figure 3. Finished Allgemeine LBMA Good Delivery bar.
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After some lunch with colleagues (and a 
long moan about the latest English football 
performance), I crack on with the next job of 
working on a book chapter I am writing with a 
colleague from South Africa. This is focusing 
on commercial applications of gold-based 
catalysts – another area currently experiencing 
an explosion of interest. Gold has found its way 
into a number of industrial processes and this is 
expected to grow in the coming years. The rest 
of my day is taken up with another aspect of 
my role – investments. The World Gold Council 
recognises that one of the most effective 
ways of accelerating the development of new 
technologies is to support the organisations that 
are involved in the work. We currently have equity 
investments in two clean technology companies 
and are looking for more opportunities. At 
present, I am analysing an exciting small 
company, again in the clean technology space.

It is clear that gold’s story is not just one of 
beautiful jewellery and shimmering vaults of 
bullion. Gold is hidden away in many everyday 
objects and devices we take for granted, quietly 
and effectively helping to connect the world. 
Future technologies seem set to benefit from the 
properties of nano-gold, a material which can be 
seen as the very essence of sustainable value – 
small quantities of gold being used intelligently 
and efficiently helping to answer some of the 
world’s biggest challenges. Communicating 
these stories is an important and enjoyable  
part of my job.

Dr Trevor Keel
Head of Technology
World Gold Council
Trevor is Head of the World 
Gold Council’s Technology 

sector. He manages a range of research 
and marketing projects and has a particular 
interest in the use of gold in the fields of 
electronics, medicine/diagnostics, catalysis and 
nanotechnology. 

Previously, Trevor was a principal chemist at the 
healthcare company GlaxoSmithKline and holds 
a PhD in pharmaceutical nanotechnology in 
addition to his degree in chemistry. He is also  
a chartered chemist.

‘Diverse’ is probably the best word I could use 
to describe my activities at the World Gold 
Council. As my title suggests, my interests lie 
in the use of gold in technical applications and 
at the moment, this really is a fascinating field 
to be working in. Let me explain why. Currently, 
approximately 450 tonnes of gold per year finds 
its way into technical applications. The majority 
of this is used in the electronics industry (for 
example, gold is found in your mobile phone, 
computer and even in your car’s braking 
system), but recent advances in fields such as 
nanotechnology mean that gold’s relevance is 
growing across many sectors of science such as 
catalysis, medicine and clean technologies.

So like many people, I start my day with a strong 
cup of tea and a glance at my emails. Frankly, 
I’m never quite sure what is going to appear in 
my inbox. I often get technical questions from 

people around the world who are working with 
gold; some of these I am able to answer directly, 
some not (but I generally know the person who 
can). I will also take a few minutes to check Gold 
Bulletin, the world’s leading technical journal 
dedicated to gold science and technology. As the 
Editor-in-Chief, it is my role (with support from the 
editorial board and expert reviewers) to ensure 
the publication continues to highlight some of 
the world’s leading research into gold, as it is 
this work which lays the foundation for future 
applications for the metal.

I generally have a handful of meetings in a day. 
Because I work with such a range of institutions 
and organisations worldwide, these can be via 
phone, video teleconference or face to face. 
Today, for example, I had an internal meeting 
with colleagues working in the jewellery sector. 
They are working on a new project which requires 
some technical input regarding how coloured 
gold is obtained. This was followed up with a 
call with colleagues at Nature Publishing Group, 
with whom we are in the process of setting up a 
collaboration. 

I then deal with a media enquiry from a 
journalist; I provide him with some data and then 
follow up by talking him through it on the phone. 

Gold and technology is a popular topic for the 
trade and consumer media, so I regularly deal 
with press enquiries and do media interviews. 
This particular journalist is writing about the 
future of gold in technology. It is a topic which I 
am asked about frequently, as everyone is eager 
to find out what the future holds. As I mentioned 
earlier, the emergence of nanotechnology has 
reinvigorated gold research and we are now 
beginning to see exciting progress being made in 
a range of challenging fields. It is straightforward 
to make gold into minute nanoparticles and 
these tiny particles (which are thousands of times 
smaller than the width of a human hair) display 
some fascinating properties. Indeed, nano-gold is 
to all intents and purposes a new material when 
compared to bulk gold. This fascinates many 
people and often makes the basis of a good story; 
I’m always delighted to provide technical input 
where necessary. As an added bonus, I often 
learn something new from these interactions. 
Recently, I was approached by a well-known 
popular science author regarding the use of gold 
in smoke detectors. This was something I had not 
heard about before, but with some digging and 
the help of a large smoke detector manufacturer, 
I was able to uncover that there is indeed a small 
quantity of gold in each unit. They say you learn 
something new every day...!

A Day in the Life of the WGC’s 
Head of Technology
By Dr Trevor Keel, Head of Technology, World Gold Council 

      It is clear that gold’s story 
is not just one of beautiful 
jewellery and shimmering vaults 
of bullion.  Gold is hidden away 
in many everyday objects and 
devices we take for granted, 
quietly and effectively helping  
to connect the world.  

“ “

Dr Trevor Keel describes here 
the range of issues and tasks 
that he deals with in a typical 
day in his capacity as the 
Head of Technology at the 
World Gold Council.

Figure 1. Recent years have seen an explosion of interest in the use of gold nanoparticles in research and 

development, and a number of new applications are just around the corner.

Figure 3. Gold has a role to play in many clean 
technologies of the future, including lowering automotive 
emissions and improving solar cell efficiencies.

Figure 2. In 2011, over 120 tonnes of gold was used 
as bonding wire in electronic equipment ranging from 
mobile phone and computers to car braking systems.

The LBMA/LPPM Precious Metals Conference 2012
11-13 November
Grand Hyatt Hotel
Hong Kong

The London Bullion Market Association

1-2 Royal Exchange Buildings

London EC3V 3LF

t. +44 (0)20 7796 3067

f. +44 (0)20 7283 0030

conference@lbma.org.uk

www.lbma.org.uk

Why You Should Attend This Conference

An excellent programme of high quality speakers will be providing their unique insight 
into the major issues affecting the Precious Metals markets.  Speaker highlights include 
Xie Duo, General Director of the People’s Bank of China; Professor Yu Yongding, from 
the Institute of World Economics; Jamie Sokalsky, CEO of Barrick Gold Corporation 
and Marc Faber, editor and publisher of the “Gloom, Boom & Doom Report”.

Central Bankers... Dealers... Producers... Fabricators...  
Refiners... Brokers... Analysts... Marketers. There’s a place  
for all market players at the LBMA (LPPM) Conference.  
Make sure to reserve yours.
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LBMA 25th Anniversary
Commemorative Medallion

Competition

In April, the LBMA announced that it was holding a competition for the design and production of 
a silver medallion to commemorate its foundation 25 years ago – in November 1987. A limited 
number of the medallions will be produced and presented to all guests attending the LBMA’s 
Silver Anniversary Dinner on 10 December 2012. 

The competition was open to all Members, Associates and Good Delivery Refiners.

The specification for the medallion was for a packaged one troy ounce 999 or 999.9 silver commemorative medallion. The 
Management Committee agreed that entries had to incorporate the following features: the LBMA logo, the dates ‘1987-2012’ 
and any other features that candidates felt appropriate, for example, depictions of gold and silver, the responsibilities of the 
LBMA or famous London landmarks.

The deadline for entries was 29 June. 10 LBMA companies submitted entries, with a total of 15 designs received*. The designs 
of the observe and reverse of each of the entries are shown here. The LBMA invited a distinguished panel of five judges to meet 
at the LBMA’s offices on 2 July to decide on the winning entry, which will be announced at the Silver Anniversary dinner. 

*Valcambi submitted two entries, which were very similar, the difference being the frosting of the moon detail on the LBMA logo. This is the entry that is shown in the article.

Council. Both organisations are committed to an ethical jewellery industry and supply 
chain. He is a Freeman of The Goldsmiths’ Company and sits on the Advisory Boards for the 
International Jewellery London exhibition, the Jewellery Innovation Centre at the Birmingham 
City University Jewellery School and the Jewellery and Allied Industries Training Council.

Chris Salmon joined the Bank of England in 1991. He spent the 1990s working on various 
issues related to the design and conduct of monetary policy, including during a secondment 
to the Treasury in 1996. He spent 2000-2002 at the International Monetary Fund before 
returning to the Bank. Between 2002 and 2006, he worked on IMF-related issues, running the 
International Finance Division. From 2006 to 2009, he was the Governor’s Private Secretary; 
a period dominated by the financial crisis that began in August 2007. He spent the next two 
years running the Bank’s Sterling Markets Division, with responsibility for the Bank’s monetary 
and financial stability market operations, including the quantitative easing programme that 
was implemented during the period. He became Chief Cashier and Executive Director for 
Banking Services in April 2011.

Dick Melly is the Clerk of the Goldsmiths’ Company. Following a 33-year career in the Royal 
Navy as a Marine Engineer, he switched to this new role in 2005. With a proud heritage, the 
Goldsmiths’ Company remains relevant to its trade almost 700 years after it was founded. 
Today, the Goldsmiths’ Company operates the London Assay Office and supports a wide 
range of charitable causes. Most recently, the Company has made a significant investment 
in its trade with the opening of the Goldsmiths’ Centre in Clerkenwell, providing workshops, 
exhibition/conference spaces, a café and an educational/training institute.

Susan La Niece is the senior metallurgist in the Department of Conservation and Scientific 
Research at the British Museum, which has metal artefacts dating from all periods amongst its 
collections. The Museum’s laboratories are equipped for chemical analysis and metallurgical 
examination, to support the dual aims of preserving the collections and increasing 
understanding of the objects and past technologies. Her research interests include the history 
of the use of gold and the technologies of gilding and silvering from ancient times. She is 
author of the British Museum’s recent popular publication Gold.

Michael Hoare is the Chief Executive of the National Association of Goldsmiths, the 
trade association for the UK’s jewellery retailers, and his main concerns are the training, 
representation, and security of the sector. Information and communication are also high on  
his agenda, and he maintains a steady flow of opinion and pithy observation, particularly on 
ethical issues and the retail economy, via NAG’s magazine The Jeweller and numerous blogs.  
A graduate in Fine Art, he has worked in retail and retail trade associations for many years,  
and maintains that the NAG role is the first where he can combine his interest in public 
affairs with an appreciation of three-dimensional design.

Michael Allchin has been Chief Executive and Assay Master of The Birmingham Assay Office 
since January 1999 and has driven its successful diversification into new areas, all closely 
related to jewellery and precious metals. A Cambridge graduate, he has spent his career in the 
jewellery industry and has bought and sold for companies ranging from small private concerns 
to Signet Group Plc, where he was Buying Director for H. Samuel for 14 years. He has extensive 
experience and a sound understanding of the dynamics of the UK jewellery industry and as 
an attendee at the British Hallmarking Council and International Hallmarking Convention 
meetings, he also has thorough knowledge of legislation and global issues relating to jewellery. 
He is a Director of CIBJO, The World Jewellery Confederation, and of the Responsible Jewellery 

Japan Mint

Argor-Heraeus SA Schone Edelmetaal BV Rand Refinery (Pty) Ltd

Emirates Gold DMCC

PAMP SA Shangdong Zhaojin Gold and Silver Refinery Ltd

Johnson Matthey, SLC Valcambi SA The Royal Mint

David Gornall, Chairman of the LBMA and Stewart Murray, Chief Executive of the LBMA, observed proceedings and are pictured above with the panel of five 
judges (pictured left to right) Susan La Niece, Senior Metallurgist, The British Museum; Michael Hoare, Chief Executive, National Association of Goldsmiths; 
Michael Allchin, Chief Executive & Assay Master, Birmingham Assay Office; David Gornall; Chris Salmon, Executive Director and Chief Cashier, The Bank of 
England; Dick Melly, The Clerk of the Goldsmiths’ Company and Stewart Murray. 

The Judging Panel
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The LBMA has recently completed the first 
proficiency testing exercise that allowed gold 
fire assayers in LBMA Good Delivery refiners to 
assess their assaying accuracy in relation to a 
large group of their peers. 

So what is proficiency testing and how does it 
differ from the assay testing that is carried out 
every three years as part of the LBMA’s Proactive 
Monitoring (PAM) system, which was initiated in 
2004. The most significant differences are:
• Proficiency testing is completely voluntary, 

whereas proactive monitoring is mandatory for 
all currently accredited refiners.

• Proficiency testing involves the refiner’s 
laboratory assaying a single piece of gold 
(provided by the LBMA) and submitting 
the results not to the LBMA but rather to a 
facilitator (in this case, the UK governmental 
research agency FAPAS, see below). Thus, the 
LBMA receives no information on the identity 
of the laboratories that contributed each 
assay result (although it is aware of the list of 
participants). With PAM, on the other hand, 

each refiner must submit its results directly to 
the LBMA.

• It is recognised that when a refiner is 
participating in PAM, its assayers will make 
extra special efforts to achieve assaying 
accuracy. At least, in theory, no special effort 
should be made in the case of proficiency 
testing. The idea is to show each laboratory 
how its normal assaying accuracy compares 
with assayers in other labs.

• The LBMA proficiency testing scheme will 
operate annually rather than the three-yearly 
technical testing under PAM.

• The proficiency testing results, showing the 
assay results for all the labs on an anonymous 
basis, is circulated to all the laboratories 
that participated. With PAM, the results are 
not published or circulated (except where 
necessary and on an anonymous basis to the 
LBMA’s referees).

The idea of organising a proficiency testing 
scheme for Good Delivery refiners was first 
considered at the 2009 Assaying and Refining 
Seminar, when Professor Michael Thompson, 
a leading authority on proficiency testing in 
general, presented a paper describing the 
methodology used and the usefulness of this 
approach.

The LBMA Physical Committee approved a 
recommendation to develop a proficiency testing 
scheme for gold fire assayers and the LBMA 
referees then worked up the initial draft into a 
final version, which was approved at the following 
Seminar in March 2011.

In outline, the scheme involved the LBMA 
Executive sending each GD gold refiner that 
wished to participate a 3.3 gram gold sample for 
assaying, primarily using fire assay to determine 
the fineness. These samples were produced from 

The LBMA Proficiency Testing 
Scheme for Gold Fire Assayers
By Stewart Murray, Chief Executive, LBMA

In this article Stewart Murray reviews the LBMA’s recently completed 
Proficiency Testing Scheme; the first of its kind.  The Scheme, which 
in future will be run on an annual basis, allows LBMA Good Delivery 
refiners to assess their assaying accuracy in relation to a large group 
of their peers.
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“ “     The idea of organising 
a proficiency testing scheme 
for Good Delivery refiners 
was first considered at the 
2009 Assaying and Refining 
Seminar.

Figure 1. Z scores of all participants.
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one of the sets of 10 gram reference samples 
that are used for GD purposes, such as the assay 
testing of applicants for accreditation. However, 
a few labs that wished to measure the fineness 
by a spectrographic analysis of the contained 
impurities were allowed to take part. Each lab 
was required to send the assays from a minimum 
of 4 and a maximum of 6 trials (i.e. individual 
determinations) to the scheme facilitator chosen 
by the LBMA, namely FAPAS – the Food Analysis 
Performance Assessment Scheme. This is the 
specialist proficiency testing unit located within 
the UK government’s Food and Environmental 
Research Laboratory. FAPAS was chosen not 
because of any previous experience with 

precious metals. Indeed, it had none, but it is an 
expert on setting up proficiency testing for many 
different food-related products and analysing 
the results using well-established statistical 
methods.

The participation from the GD refiners ended 
up being significantly higher than expected: 
40 of the 63 accredited refiners participated. 
The results can be expressed in a number 
of ways. The average value for the whole set 
of assays was a fineness of 995.34, which 
was not significantly different from the value 
calculated from the original cross-checking of the 
referees when the samples were produced. In 
proficiency testing, the best-known measure of 
a participant’s performance is the Z-score. The 
graph on page 17 shows these scores for all the 
participants. If this score is not within the range 
of +2 to -2, the lab may have an issue with the 
accuracy or precision of its assaying. Another 
way of looking at the results is illustrated by the 
graph above, which gives the assays determined 
in each trial. It can be seen that the labs that had 
high Z-scores were the result of the individual 
assays having a substantial divergence from the 
mean value.

FAPAS also carried out other types of statistical 
analysis of the results, which are described in full 
in its report, which was only made available to 
those labs taking part.

Overall, it is hoped that all participants can draw 
positively on their results and that, in particular, 
those laboratories at the edge of the distribution 
of results can incorporate the feedback into their 
own quality control procedures so as to improve 
their assay testing procedures. 

      The participation from 
the GD refiners ended up 
being significantly higher 
than expected: 40 of the 
63 accredited refiners 
participated.  

“ “

Figure 2. Assays determined in each trial by all participants.
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Regulation Update
By Ruth Crowell, Deputy Chief Executive, LBMA

Supply Chain Regulation Update
Supply Chain Regulation Update
The SEC announced that its Commissioners 
will meet on 22 August to publicly vote on the 
two sets of conflict minerals rules (Dodd-Frank, 
Sections 1502 and 1504). This is after eighteen 
months of delay since the proposed rules were 
issued. Rules are then expected to be published 
two – three weeks following this vote.

LBMA Membership Seminars 
London, April & May 2012
To help members understand the impact on 
their businesses of current and future regulatory 
developments, stemming from both US and 
EU regulators, the Executive organised two 
seminars in April and May. Topics included US 
& EU Regulation Impact on the Precious Metals 
Market, Basel III Implementation and the LBMA 
Responsible Gold programme. Both seminars 
were well attended and the LBMA will be looking 
to conduct similar events in the future to update 
and assist the Membership with regard to 
regulatory development.

LBMA Responsible Gold Forum
1 May, Paris 
The LBMA held a series of meetings in Paris on  
1 May to discuss the particular issues 
surrounding conflict gold regulation and in 
relation to the LBMA Responsible Gold Guidance 
(see the Programme on the right). This was held 
directly prior to the Implementation Meetings 
for the OECD Due Diligence Guidance (Paris, 
2-4 May). The LBMA Forum was  well attended 
with representatives coming from many Good 
Delivery refiners, LBMA Members, governments, 
and international organisations, including the 
World Bank, United Nations, State Department 

and many others. The LBMA received formal 
praise for its leadership in organising the Forum 
from government representatives at the OECD 
meetings that followed. 

Opening Session
Welcome  Stewart Murray, LBMA Chief Executive 
Introductory Remarks  David Gornall, LBMA Chairman, Global Head of Precious  
 Metals Trading, Natixis, London Branch

Session 1: Gold Industry Initiatives Harmonisation
Panel Discussion Ruth Crowell, Deputy Chief Executive, LBMA
 Terry Heymann, Director, World Gold Council 
 Fiona Solomon, Director, Standards Development, Responsible  
 Jewellery Council
 Mumtaz Ahmed, Intel, Electronics Industry Citizenship Coalition 

Session 2: Coordination and Implementation of Key International Initiatives
Panel Discussion Mora Johnson, Foreign Affairs and International Trade, Canada
 Lahra Liberti, Senior Legal Adviser, Investment Division,  OECD 
 Ruben de Koning, UN Group of Experts on the DRC
 Richard Robinson, USAID

Session 3: Artisanal Mining: Dialogue on Implementation of the Gold Appendix  
Panel Discussion Greg Mthembu-Salter, Phuzumoya Consulting
 Louis Marechal, Policy Officer on Mineral Resources, Ministry of  
 Foreign and European Affairs, France 
 Gemma Cartwright, Gold Project Manager, Fairtrade and Fairmined,  
 Fairtrade Foundation 
 Lina Villa, Executive Director, Alliance for Responsible Mining 
 Patrick Schein, Executive Board member, Alliance for  
 Responsible Mining
 Thomas Hentschel, Adviser, Mineral Resources, SECO
 Mamadou Barry, Oil, Gas and Mining Policy Division, The World Bank

Closing Remarks:  LBMA Regulatory Affairs Chairman
 Ed Wells, Governmental Affairs, HSBC

AUGUST
6-8  
Diggers & Dealers Forum 2012
Kalgoorlie, Australia
www.diggersndealers.com.au

24-26 
India International Gold 
Convention 2012
HICC Novotel, Hyderabad, India
www.goldconvention.in

SEPTEMBER 
5-7   
Precious Metals Summit
Vail, Colorado, USA
www.precioussummit.com/
summits/2012-colorado

9-12  
Denver Gold Forum 2012
Hyatt Regency, Denver, CO
www.denvergold.org

18-21  
International Platinum Conference
Sun City, South Africa
www.platinum.org.za

30/09-3/10  
Conference of Metallurgists 2012
Niagara, ON, Canada
www.metsoc.otg/com2012/
default.asp

OCTOBER 
22-23  
The Gold Symposium 2012
Luna Park, Sydney, Australia
www.gold.symposium.net.au

25-26  
The Silver Summit
Spokane, USA
www.cambridgehouse.com

NOVEMBER
11-13  
LBMA /LPPM Precious Metals 
Conference
Grand Hyatt Hotel
Hong Kong, China
www.lbma.org.uk

DECEMBER
10  
LBMA Silver Anniversary Dinner
(For Members, Associates and 
invited guests)
Mansion House
London, UK 
www.lbma.org.uk

APRIL 2013
7-8  
Dubai Precious Metals Conference 
2013
Dubai, United Arab Emirates
www.dpmc.ae

16-20  
Denver Gold Group European Gold 
Forum 2013
Zurich, Switzerland
www.denvergold.org/gold-forums/
egf-2013

 DIARY OF EVENTS 2012-2013

The European Commission, one of Europe’s 
three lawmaking institutions, published its 
legislative proposal for the implementation 
of Basel III in the EU on 20 July 2011. The 
proposal, known as the Capital Requirements 
Regulation (CRR) and Directive (CRD IV), did 
not include gold as a high quality liquid asset 
for the 30-day short-term liquidity buffer (the 
“Liquidity Coverage Ratio”), but instead tasked 
the European Banking Authority (EBA) with 
assessing which assets should be eligible for 
inclusion in the buffer. 

Europe’s other two lawmaking institutions, 
which have since released their draft texts, have 
taken a harder line in backing the inclusion 
of gold. In the European Parliament, chief 
negotiating lawmaker MEP Othmar Karas 
explicitly included gold as a high quality liquid 
asset that the European Banking Authority 
(EBA) should consider in its report. The 
Danish Presidency, chairing the negotiations 
among the national representatives of the 27 
Member States (The European Council and 
third lawmaker) did the same. Both institutions 
adopted their respective positions in May 2012 
and upheld the specific inclusion of gold as an 
asset that the EBA should specifically assess. 

Since then, national representatives in the 
Council of Ministers, the European Parliament, 
and the European Commission have been 

negotiating the final text. These negotiations 
are expected to end in early September 2012, 
enabling the European Parliament to formally 
vote on the proposals in plenary in the week of 
22 October. We expect gold to remain explicitly 
mentioned in the text and for EBA to be tasked 
with considering gold’s suitability. 

Global policy makers are increasingly 
recognising new financial uses for gold. 
Last year, the European Parliament voted 
unanimously to include gold as a form of 
highly liquid collateral in the European Market 
Infrastructure Regulation. In July 2012, the 

Basel Committee on Banking Supervision 
(BCBS) and the International Organisation 
of Securities Commission’s (IOSCO) issued 
joint global draft recommendations on what 
collateral should be permissible for non-
centrally cleared OTC derivates, gold was  
again included. 

The EBA will need to report to the European 
Commission by 30 June 2013 which assets 
can be included in the liquidity buffer and 
what haircuts should be applied. Based on 
this report, the Commission will draft an 
implementing act that introduces the liquidity 
buffers by 30 June 2014. This act should enter 
into force by 1 January 2015, by which date – 
provided gold is also included in the final act 
– banks will be able to hold gold to meet their 
liquidity requirements.

Natalie Dempster, 
Director, Government 
Affairs, World Gold 
Council.
Natalie leads the 

Government Affairs team, which works with 
policymakers and influencers globally, such 
as central bankers, politicians, regulators, 
academics and the financial services industry, 
to equip them with the tools and research they 
need to make an informed decision about the 
role of gold.

Prior to Government Affairs, Natalie worked in 
the World Gold Council’s Investment Research 
and Marketing team. Her responsibilities 
included augmenting the strategic case for gold 
in investment portfolios, catering for the needs 
of private banking professionals, family offices 
and endowments, institutional investors and 
their respective advisors. 

Natalie has 10 years experience as an 
economist and has worked on the trading floors 
at The Royal Bank of Scotland and JP Morgan 
Chase. She began her career as a foreign-
exchange trader at JP Morgan Chase on the 
emerging markets desk. Natalie holds a BSc 
in Economics from Queen Mary and Westfield 
College, University of London and an MBA from 
City University Business School (CASS), London.  

Current State of Play of Basel III 
Implementation in the EU
By Natalie Dempster, Director, Government Affairs, World Gold Council

As the European Parliament breaks for its summer recess, gold is 
two steps forward in being included as a high quality liquid asset 
in the new liquidity buffers that will be introduced for commercial 
banks when lawmakers return. 

      Global policy makers 
are increasingly recognising 
new financial uses for gold. 
Last year, the European 
Parliament voted unanimously 
to include gold as a form 
of highly liquid collateral 
in the European Market 
Infrastructure Regulation. 

“

“ 
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particularly interesting. As per 
the new version of the Articles 
agreed last year, the four Ordinary 
Member representatives on the 
Committee were required to stand 
down at this year’s AGM (though 
they were eligible to stand again 
for election, for a two-year period, 
which all of them did). There would 
not normally have been an election 
in respect of the Market Makers 
section of the Committee (as the 
five representatives in it had been 
elected for a two-year period in 
2011). However, because of the 
recent resignations of Jeremy 
Charles and Clive Turner, the 
Committee decided that rather 
than it co-opting new members, 
the membership should be asked 
for nominations for election at 
the AGM. In the end, there were 
five candidates for the Ordinary 
Member section and four for 
the two vacancies in the Market 
Makers section. The following 
representatives were elected to the 
Management Committee:

Ordinary Members
Grant Angwin (Johnson Matthey)
Simon Churchill (Brink’s)
Jeremy East (Standard Chartered 
Bank)
David Gornall (Natixis London 
Branch)

Market Making Members
Peter Drabwell (HSBC Bank USA NA)
Kevin Roberts (JP Morgan Chase 
Bank)
The three continuing Market Maker 
representatives on the Committee 
are:
Philip Aubertin (UBS)
Raymond Key (Deutsche Bank)
Steven Lowe (Bank of Nova Scotia – 
ScotiaMocatta)

The new Committee then met and 
elected David Gornall as Chairman 
and Steven Lowe as Vice Chairman 
for the coming year. 

Executive Meetings and Travel
In March, the Chief Executive 
took part in a meeting in Brussels 
(dubbed the PlatforM) organised 
by the European Precious Metals 
Federation, which was attended 
by a number of associations 
representing the precious metals 
markets in Europe and North 
America. These included the 
International Platinum Group 

Metals Association (IPA), the LPPM, 
the Silver Institute and the World 
Gold Council. All participants 
agreed that it would be useful to 
hold such meetings on an annual 
basis to allow an exchange of 
information about a range of topics 
and to avoid a wasteful duplication 
of effort. The next meeting will be 
organised by the IPA and will be 
held in London in early September.

Visit to New York and Washington
In an effort to proactively ensure 
the acceptance of the LBMA’s 
Responsible Gold work, a small 
delegation was sent to the US 
to meet with regulators. This 
delegation (consisting of Stewart 
Murray, Ruth Crowell and Jeremy 
Charles) visited New York and 
Washington with the main purpose 
to inform US official bodies that are 
concerned with conflict minerals 
about the importance of the LBMA, 
its Good Delivery List and the 
Responsible Gold Guidance, which 
has now been accepted by all listed 
gold refiners.

In New York, in addition to the 
Federal Reserve Bank of New York, 
the delegation met representatives 
of the two exchanges (CME group 
and NYSE Euronext), the World 
Gold Council and various Members. 
In Washington, the delegation 
met with the relevant staff as 
well as three of the SEC’s five 
commissioners. Similar meetings 
were held with the World Bank, 
the US State Department, the 
American Bankers Association and 
the economic staff of the British 
embassy.

Silver Anniversary Dinner
All Members, Associates and Good 
Delivery refiners will shortly be 
invited to apply for tickets for the 
silver anniversary dinner to be held 
in the Mansion House in the city 
of London on 10 December 2012. 
An initial allocation to the various 
grades of membership will be:
Market Makers 10 
Ordinary Members 6
Associates 4
Good Delivery Refiners 2

After receipt of the initial 
reservations (which should 
be submitted by the end of 
September), additional places can 
be reserved by application.

As part of the preparations for 
the dinner, companies within 
the membership and the Good 
Delivery List were invited to submit 
entries to the competition for the 
manufacture of commemorative 
silver medallion to be presented 
to those attending the dinner in 
December. A panel of distinguished 
judges met at the LBMA on 2 July 
to consider the 15 entries received. 
The LBMA is most grateful to all the 
companies that submitted entries 
for the competition. The judges’ 
decision on the winning entry 
will be announced at the dinner 
itself. See the article about the 
Competition on page 14.

LBMA Staff
It was a particular pleasure for 
me to be able to announce the 
richly deserved promotion of Ruth 
Crowell to the position of Deputy 
Chief Executive of the LBMA. Ruth 
has worked for the LBMA for the 
past five years, most recently as 
its Commercial Director, primarily 
responsible for the strategic 
commercial development of the 
Association, including Intellectual 
Property, Communications, and 
Events. Ruth also acts as the 
LBMA’s main contact for regulatory 
affairs.

MEMBERSHIP
Members
On 26 March 2012, Engelhard 
Metals Ltd changed its name to 
BASF Metal Ltd.

Associates
On 17 April 2012, A-Mark Precious 
Metals was admitted as an 
Associate.

These changes brought the 
membership to a total of 136 
companies, comprised of 64 
Members (of which 11 are Market 
Makers), 68 Associates and 4 
Affiliate Members. 

GOOD DELIVERY LIST
Nadir Metal Rafineri San. Ve 
Tic. A.Ş. of Istanbul (which was 
previously included on the Gold List 
in December 2011) was added to 
the Silver List on 20 June 2012.

The silver refinery at La Oroya in 
Peru was transferred to the Former 
List on 6 June 2012.

There are currently 63 refiners 
listed on the Gold Good Delivery 
List and 73 refiners on the Silver 
Good Delivery List.

COMMITTEES
Management
The Committee met at the end 
May to review reports from the 
various subcommittees and provide 
guidance on a number of current 
activities.

One particular item of discussion 
was the gold trading survey, which 
members are now submitting to 
the Executive. The Committee 
noted, in particular, the strong 
recommendation from the RAC that 
all Members should be encouraged 
to take part in the survey, since the 
resulting statistics on gold trading 
provide an essential backdrop to 
discussions between the LBMA and 
various regulators. The Committee 
also noted the feedback from a 
number of Members indicating that 
the putting together of the data for 
the survey was a challenge for their 
management information staff. 
Finally, the Committee agreed that 
the survey should only be carried 
out for a year, covering the trading 
in the first quarter. It was hoped 
that this would ease the burden on 
Members and at the same time, 

ensure a more comprehensive 
coverage.

Regulatory Affairs
The RAC met in May to discuss a 
variety of regulatory issues. These 
included the LBMA Responsible 
Gold Guidance as well as the 
LBMA’s work within the OECD 
Working Group on Conflict Gold. 
The RAC also reviewed the 
LBMA’s current contacts with 
regulators, with a view to improving 
communication between the LBMA 
and regulators within the UK, 
EU and US. To assist Members 
in understanding the impact 
of current and forthcoming US 
and EU regulation on the bullion 
market, the RAC arranged a series 
of Regulatory Seminars – see 
Regulation Update on page 20 for 
details. 

Physical
At its meetings in May and June , 
the Committee noted progress on 
two important projects:
• The development of a new 

version of the visual guide to 
Good Delivery bars (which will 
help refiners to understand what 
is acceptable to the London 
vaults in relation to the physical 
imperfections in Good Delivery 
bars). This will take the form 
of a special area of the LBMA 
website.

• The scheme for accrediting vault 
staff: the working party under the 
chairmanship of Louise Lee of 
the Bank of England has made 
good progress in developing the 
content (with assistance from 
the City and Guilds organisation) 
to be used for the training and 
testing of vault operators.

The Committee also discussed 
the due diligence aspects of Good 
Delivery accreditation, a topic that 
will also be on the agenda for a 
forthcoming joint meeting with the 
Membership Committee.

In recent months, the Committee 
has been considering a request from 
the Allgemeine refinery in Pforzheim 
for its continuously cast silver bars 
to be given GD accreditation. Finally, 
after the examination of sample 
bars by a panel of vault managers in 
London, these bars will be accepted 
as Good Delivery when the bars go 
into commercial production at the 

end of June, 2012. The article on 
page 10 provides further details of 
the process. 

The decision by the Committee 
to transfer the silver refinery at 
La Oroya, Peru to the Former List 
is a sad moment in the history of 
the silver market. This refinery, 
previously known as Cerro de 
Pasco, was probably the oldest 
silver-producing plant on the Good 
Delivery List, but its operations 
have been suspended for some 
time due to a mix of financial and 
technical problems. The Committee 
had given the refinery an extended 
grace period in which to restart 
production, but at the end of this, it 
felt that it had no alternative but to 
transfer it to the Former List. 

Public Affairs
At this time of year, the PAC’s 
agenda is almost totally devoted to 
the development of the programme 
for the annual conference in 
Hong Kong, during the period 
11-13 November. A full speaker 
programme has been agreed. 
Highlights include Professor Yu 
Yongding of the Institute of World 
Economics and Politics, Chairman 
Wang Zhe of the Shanghai Gold 
Exchange and Xie Duo, General 
Director of the People’s Bank of 
China. Registration is now open 
for the 2012 event. Please see the 
LBMA website for more details.

The LBMA has, for a number of 
years now, set aside for charitable 
purposes, 50% of the money 
generated from fines levied on 
GOFO and SIFO contributors that 
fail to contribute rates more than 
three times in a calendar month. 
Last year, the LBMA made a 
donation to the Red Cross Fund for 
the Japan Tsunami, and charities 
that have benefitted in previous 
years include the St Mungo’s 
organisation, Kids Get Going and 
Cancer Research. This year, the 
Committee has agreed that the 
funds set aside from fines collected 
in 2011 will be distributed evenly 
between three charitable causes; 
the Chad Relief Foundation, 
ChildHope and the Jennifer Trust.

Membership 
The main topic on the Membership 
Committee’s agenda at its meeting 
in March was the need to develop 

clearer guidelines regarding what 
information sponsoring companies 
need to provide when supporting 
applications for membership. 
The particular focus was on 
applicants for Associateship that 
provide a physical service (such 
as transporting or storing metal or 
providing assaying services). This is 
part of an ongoing discussion on the 
due diligence to be carried out by 
the LBMA Executive, the sponsors 
of companies applying to become 
part of the membership and those 
seeking Good Delivery accreditation. 
Another important recommendation 
of the Committee (subsequently 
accepted by the Management 
Committee) was to allow certain 
Associates that are actively involved 
in the loco London market to apply 
to be reclassified as Members

Finance
The Committee met in June with 
the main item on the agenda being 
to review the three-year budget 
forecast in light of the income and 
expenditure for Q1 2012. It also 
reviewed the proposed conference 
budget and proposal to reduce the 
Association’s foreign exchange 
exposure. The Committee has 
welcomed two new Members 
in recent months, Brian Pereira 
of Brink’s and David Holmes of 
Commerzbank.

Committee Vacancy
There is a vacancy on the 
Regulatory Affairs Committee. 
Anyone interested in applying 
should send a brief statement of 
their market experience to the Chief 
Executive (Stewart.Murray@lbma.
org.uk). 

Annual General Meeting
The 2012 LBMA Annual General 
Meeting was held at Armourers’ 
Hall, Coleman Street, in the City 
of London at 5:30 pm on 20 June. 
In addition to the formal business 
of approving the accounts and 
appointing the auditors, the 
meeting received reports from the 
Chairman and the chairs of the 
five subcommittees. It also agreed 
significant changes to the Articles of 
Association, which were designed, 
amongst other things, to bring the 
articles into line with the current 
version of the Companies Act.
The election for the Management 
Committee at this year’s AGM was 

LBMA News
By Stewart Murray, Chief Executive, LBMA

Market Moves
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Ian Penney to 
Mitsui & Co 
Precious Metals Inc
Ian Penney joined MPM 
(Mitsui & Co Precious 
Metals Inc) on 25 June 
2012 as a Precious 
Metals Trader.  After five years at Deutsche Bank, Ian joined the 
Energy Desk at Cargill.  From Cargill, he moved to the Natixis (then 
Natexis) Energy desk in 2006.  Ian joined the Precious Team after one 
year and was responsible for the Gold and Silver books.

Sonia Hellwig joins Heraeus 
Metallhandelsgesellschaft mbH
Before joining Heraeus, Sonia was a Managing Director of Jewellers 
Trade Services Ltd. London from 2007 to 2012, where she developed 
the business for the sale of bullion coins and bars.  In her new role 
as Senior Manager Sales and Marketing at Heraeus, she will be 
responsible for strengthening and further developing the precious 
metals sales activities.

Falkmar Butgereit to Heraeus 
Metallhandelsgesellschaft mbH
Falkmar Butgereit joins Heraeus as a Silver Trader. He began his 
career at WestLB Duesseldorf as a FX Spot Trader, with initial 
responsibility for the Emerging Markets currency flow. Shortly after 
he took over the EURUSD book and managed gold and silver flow.  
Falkmar holds a diploma degree in economics from J.W. Goethe 
University. 

Roy Friedman to Dillon Gage Metals
Roy Friedman has joined Texas-based Dillon Gage Metals as Executive 
Vice President of Business Development.  Mr. Friedman has over 30 
years’ experience as a precious metals trader, and has worked previously 
for Credit Lyonnais, Mocatta Metals and Amark precious metals.
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A Golden Future for the London 
Bullion Market
 Editorial comment, by Jeremy Charles, former Head of Precious Metals, HSBC

I am honoured to have been asked to write the 
Alchemist editorial this quarter as it coincides 
with my retirement from the business.

Thirty-seven years has past by in what seems 
like the blink of an eye, but I take with me so 
many wonderful memories of a lifetime spent in 
this fascinating industry.

Since my first day at work in NM Rothschild’s 
bullion operations department in Croydon right 
up to my last management position running 
HSBC’s global precious metals business, there 
has been a constant change in the practices, 
products and services of the industry, and none 
more so than right here in London .

It is with this constantly changing market place 
in mind that I have been asked to write a few 
words on my vision for the London bullion 
market going into the future. To understand 
what this future may hold, it is important to 
understand the journey that has already taken 
place since the earliest days of the market.

If we look back to the beginnings of the London 
market, it is clear to see that historical factors 
have played the most important part in why we 
are where we are at the present time. Despite 
the market having been restricted by highly 
controlled government legislation, the last 300 
years have seen a rather slow but nonetheless 
progressive expansion of products and services

Many of these have been wedded to regulatory 
changes and for the most part have been 
beneficial to the continuing development of 
the business. The phrase that comes to mind 
is evolution rather than revolution as far as our 
market is concerned.

However, unlike the steady market place in 
London, the participation by various industry 
sectors has ebbed and flowed considerably, 
depending on politics, demographics and 
history. From the time when gold was the base 
asset on which currencies were issued, to the 
export restrictions in major producer countries 
and import restrictions in major consumer 
countries, the wider world of gold seems to have 
changed endlessly.

Gold of course is the primary headline maker 
and it is easy to forget the other metals. Yet 
these metals, including silver, platinum and 
palladium, have enjoyed incredible success not 
in terms of price but in terms of importance to 
our fellow human beings. An amazing number 
of industrial applications now use these metals 
and it is testament to those scientists and 
entrepreneurs, particularly those focused on 
environmental benefits, whose vision, dedication 
and determination has paid such significant 
dividends for all.

And it is in facilitating the smooth flow of metal 
from producer to consumer where London really 
plays its part and it is this facilitation that has 
been so successful for London above everything 
else. Financing the industry globally is what 
London really does exceptionally well. Its large 
financial institutions are inexorably linked to the 
infrastructure of London, which includes the 
necessary legal, tax and accounting support, 
the LBMA and LPPM Good Delivery lists that 
ensure the highest standards of products, 
the support and service businesses including 
the transportation and custody providers, 
and of course the regulatory support from the 
Government, the Central Bank and the Treasury 

to ensure an appropriate level of oversight, 
governance and protection for all participants.

The infrastructure here has an often unheralded 
place in the global industry and I have heard 
for at least 20 years that London’s position 
is being threatened by one new initiative or 
another. A new gold market is being created in 
an upcoming financial centre, new regulations 
are being implemented that could threaten the 
market, or a new product is being developed. 
All of these have been the cause of discussions 
where concerned institutions have felt 
threatened by change and competition, but my 
view on this has never changed.

Unless the financing of the global industry 
moves away from London, the market will 
continue to be the dominant service provider for 
the global industry.

The efficient exchange of metal that has been 
purchased or sold, borrowed or lent, and the 
smooth manner in which metal is cleared across 
bullion accounts ensures that participants are 
guaranteed an extremely efficient and robust 
service. A result of the financing is the pricing, 
the physical supplies both in and out of London, 
the clearing system and, as I have mentioned 
earlier, the support surrounding those services.

So my point here is that I do not foresee a time 
when London’s influence on the industry would 
diminish. Despite all of the concerns by some in 
the market what we have seen during the last 
37 years, London is a market that has built on 
its foundations and continues to develop and 
grow its products and services right across the 
spectrum of business.

The ETFs are of course one example, and a 
significant one at that, but if I look back as to 
where the market was when I started, the entire 
spectrum of services has broadened significantly 
and much of this is a result of the LBMA’s 
guidance as well as that of the Association’s 
predecessors and the Bank of England. The 
credibility of the London Good Delivery list has 

Jeremy Charles recently retired as Head of Precious Metals at HSBC 
after a distinguished career in the bullion market stretching back 
37 years.  In this article he reflects on his career and sets out his 
vision for the future of the London bullion market.

      Unless the financing of 
the global industry moves 
away from London, the 
market will continue to be the 
dominant service provider for 
the global industry. 

“ “        the last 300 years 
have seen a rather slow 
but nonetheless progressive 
expansion of products and 
services.
  

“ “ 

      The infrastructure here 
has an often unheralded place 
in the global industry and 
I have heard for at least 20 
years that London’s position is 
being threatened by one new 
initiative or another. 

“ “ 
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increased in line with the number of refineries 
whose products have achieved the highest 
market standard. The number of vault providers 
has increased in line with the enormous 
increase in investment gold now being held in 
custody. The infrastructure of the London market 
and the guarantee of liquidity in the trading 
products have reached the point where London 
market data is now being offered globally on a 
commercial basis.

What all of this means is that I am in no doubt 
that we should expect changes over the course 
of time but that we should not fear these 
changes. The regulatory discussions currently 
taking place may to a degree determine some 
changes in the way in which the London market 
operates. But in my opinion, the impact will not 
be significant.

Longer term, I can see the emerging market 
institutions in Asia having sufficient confidence 
to expand westwards, where for example the 
large Chinese Banks will become significant 
participants and have meaningful representation 

in London and not just participate in London’s 
markets. This expansion should not only be 
accepted, but should be encouraged and 
embraced whole heartily.

With new participants come new ideas and a 
fresh perspective, resulting in new products 
and services for the industry at large. This is not 
only good for the market, but it is vital for the 
economic well-being of our industry.

In response to this significant growth potential, 
I believe that the many individual organisations 
that together make up the London market 
(trade associations, clearing company and the 
fixing companies) should operate under a single 
organisation in future. Such an organisation 
would represent every primary component of 
the London Precious Metals Market, which in 
turn would create a very powerful focal point to 
ensure that future development is co-ordinated. 
There would of course be considerable 
challenges in achieving this, but I firmly believe 
that the effort would be well worthwhile.

And so to conclude, my view is that our market 
will continue to grow for many years to come. No 
one in our business needs to be afraid of the 
future. In fact, the outlook could not be more 
positive to me.

So I retire with a market place that not only is 
in fine health, but is one that, I believe, has a 
tremendous opportunity in the future. I myself 
shall leave with the most enjoyable memories of 
my relatively short period of time in this market.

The LBMA would like to 
take the opportunity to 
thank Jeremy for all his 
support and hard work over 
the years particularly during 

his distinguished tenure as Chairman of the 
LBMA (2006-2009) as well as two stints on 
the Management Committee (1998-2009) 
and (2011-2012). The LBMA would like to 
wish him a very happy retirement.
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Thomson Reuters GFMS
Those of you at the downstream 
end of the gold market probably 
never give much thought to where 
your gold actually originates. If 
you are a bullion bank, it probably 
reaches you through one of the 
LBMA-accredited refiners. If a 
jeweller or fabricator, your supplier 
is one of the world’s bullion banks. 
You probably have little awareness 
of which gold company actually 
mined the gold in the first place. 
To the end user, an ounce of gold 
is an ounce of gold no matter 
whether the ore was mined 4,000m 
underground by AngloGold Ashanti 
in South Africa or 4,000 m above 
sea level in the Peruvian Andes by 
Barrick Gold. 

It is one of the quirks of the 
gold industry that it has evolved 
with a structure where different 
companies are responsible for the 
different stages as gold progresses 
up the value chain from the miner 
through the refiner and the dealer 
to the fabricator. There are no 
companies that embrace the 
complete value-added process 
through from nugget to necklace. 
This lack of vertical integration is 
one of the unique characteristics 
of the gold industry that sets it 
aside from many other industries, 
including other resource industries, 
such as copper, where there is a 
much greater integration. 

This is not necessarily a sub-
optimal industry structure, but 
it encourages the producers to 
abdicate responsibility for their 
product as soon as it leaves the 
mine property. In their eyes, there 
is always a ready buyer, which can 
lead producers to believe that they 
do not have to do any marketing 
to maintain demand. It is true 

that some of the gold mining 
companies are members of the 
World Gold Council and fund that 
organisation’s efforts to promote 
and market the metal, but many 
just accept that a cheque will come 
through the door as regularly as 
they produce the gold. 

We can leave the argument 
for greater involvement by the 
gold producers in the welfare 
of their product to another day, 
but I wonder if any of the bullion 
bankers actually look down the 
value chain and consider the 
security of their supply. Are they 
concerned about the health of the 
industry that feeds some 2,800 t 
of new gold into the pipeline each 
year or do they believe there will 
always be a ready supply? 
For those dealers who can’t tell 
their head grade from their tails, 
their stope face from their pit 
bottom, or think that leaching is 
a medieval medical practice, it 
may be useful to highlight some of 
the trends within the gold mining 
industry.

Figures from Thomson Reuters 
GFMS show that mining output 
has been growing for several years 
due to the rise in the gold price. In 
2011, production reached a record 
of 2,818 t, representing a 16% 
increase, or 400 t, over the past 
three years from its recent low in 
2008; which had followed seven 
years of uninterrupted declines in 
mine supply.

Production is expected to grow 
again this year.

That mine production has 
rebounded so strongly, and in 
such a short time, is evidence of 
a booming industry driven by still 
elevated prices. A large number of 
producers reported record earnings 
in 2011, and this cash flow is 
either being used to fund future 
mining projects and exploration 
work, sometimes at projects where 
production has not already begun, 
or funding M&A activity. A small 
amount is being distributed back 
to shareholders, but growth and 
reinvestment in projects commonly 
take precedent over dividends. The 
end goal of this rush for ounces is 
to maximise exposure to buoyant 
gold prices, which rose once again 
year-on-year.

However, in order to reap 
the rewards available in this 
environment, miners must 
be disciplined about cost 
containment. In 2011, the cost 

curve shifted upwards once 
again, as familiar issues such as 
shortages of labour, equipment 
and high oil prices continued to 
pressure miners’ margins, leading 
to an increase of 15% to total cash 
costs year-on-year to US$643/oz.

What is often not fully understood 
is that higher gold prices have also 
had a marked influence on costs 
in 2011: firstly through increased 
gold price-linked royalty payments, 
and secondly through enabling the 
profitable mining of lower grade 
ores. Last year, the global average 
mill head grade fell by just under 
5%, and while we can allot part of 
the reason for this continued trend 
on the exploitation of lower-grade 
bulk tonnage mines, and periods 
of planned lower-grade mining at 
some larger operations, at least a 
part of the reason behind the fall 
is the exploitation of lower-grade 
resources or satellite deposits 
previously considered uneconomic 
under lower prices. While this 
practice of low grading can prolong 
asset life, it can hinder production 
volumes in the near term, while 
increasing cash costs on a per 
ounce basis.

And readers should not assume a 
bottom line profit margin simply by 
subtracting the cash cost from the 
gold price. As Thomson Reuters 
GFMS has calculated, the average 
real cost of mining an ounce of 
gold is substantially higher – 
around US$1,040/oz in 2011. This 
figure includes all ‘stay-in-business’ 
expenditures. Add on top of this, 
say, US$50-100/oz for exploration 
– a company’s R&D – and this cuts 
working margins more significantly 
than an initial, simplistic glance 
suggests. 

So, in summary, primary gold 
mine supply is rising steadily, a 
function it must be said of higher 
prices rendering many existing 
projects economic rather than of 
new production from successful 
exploration, but real costs are 
rising too, a trend that threatens 
profitability. So for producers, all 
ounces are not created equal. 
Some will be won at much lower 
cost and those will ensure a 
continuation of supply to the 
dealers and jewellers.
 

Paul Burton
Senior
Equities
Analyst,
Thomson
Reuters GFMS.

Paul Burton graduated as a mining 
engineer from the Camborne 
School of Mines in 1975 and 
spent almost twenty years working 
in the South African gold mining 
industry before becoming editor 
of World Gold Analysts in 1996, a 
position he still holds. In 2008 he 
became Managing Director of GFM 
World Gold until the company was 
acquired by Thomson Reuters last 
year and is now Senior Equities 
Analyst, Thomson Reuters GFMS.
He is an established speaker on 
the international conference scene 
and is Chairman of the FTSE Gold 
Mines Index Committee. He holds 
an MSc in Mineral Economics and 
an MBA from the University of the 
Witwatersrand.
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      What all of this means 
is that I am in no doubt 
that we should expect 
changes over the course of 
time but that we should not 
fear these changes.

“ “ 

      So I retire with a market 
place that not only is in fine 
health, but is one that, I believe, 
has a tremendous opportunity 
in the future.  

“ “ 
LBMA

Silver Anniversary Celebrations
10 December 2012, London

Save the Date

The LBMA will mark the 25-year anniversary in 2012, with a special series of
events. There will be a Bullion Market Seminar on the afternoon of 10 December.
This will be followed by black tie cocktail reception and dinner at the Mansion

House in the evening.

LBMA Members, Associates and their guests are invited to attend.
See the LBMA website for further information on the events.




