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The visit of HRH Prince Charles to the Bank of England gold vaults is featured on page 3. Among other 
highlights in this edition is the Editorial on page 23 by Dr Paul Fisher, Chairman of the LBMA, who offers 
his insights into 30 years of the LBMA.

Credit: Bank of England
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The Royal party was welcomed into the 
Bank’s show vault by the Gold Team. This is  
the vault used for the Bank’s official 
photographs and was the same vault visited 
by HRH the Queen and HRH the Duke of 
Edinburgh in December 2012. 

 His Royal Highness was 
informed that the Bank held 
around 400,000 gold bars  
with a combined value of 
around £150 billion. 

In a walk between the gold stacks, His Royal 
Highness was informed that the Bank held 
around 400,000 gold bars with a combined 
value of around £150 billion. The show vault 
that day contained around 50,000 bars worth 
around £18 billion.

His Royal Highness was friendly and was  
keen to talk to the operational vault staff. 
He asked one team member responsible for 
moving the bars around whether they could 
physically carry more than one bar at a time!

 On departure, His Royal 
Highness thanked everyone for 
their time and wished them all 
a Merry Christmas. 

The Bank’s Vault Manager talked Prince 
Charles through some bars of historical 
interest. The photo below shows HRH Prince 
Charles holding a large 12.5kg bar.

On departure, His Royal Highness thanked 
everyone for their time and wished them all  
a Merry Christmas. It was a day to remember 
and a proud moment for the Gold Team.

HRH Prince Charles Visits The Old 
Lady’s Vaults  
Provided by The Bank of England

On Wednesday 7 December, His Royal Highness the Prince of Wales 
visited the Bank of England. Prince Charles visited staff from a number 
of different areas including those responsible for the safe custody of 
gold held in the Bank’s vaults.

Credit: Bank of England

Credit: Bank of England
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When you are invited to speak and people 
have heard you before, it is always a 
tremendous thrill. I am going to speak today 
about ultra easy money and digging the hole 
deeper. The reference, of course, is to the 
activities of the central banks, who have 
been at the centre of virtually everything for 
the last seven or eight years. I think it is very 
important that we talk about what it is that 
they have been doing. 

Knowledge and Policy 

The basis of policy is always knowledge: 
knowledge about how the economy works. 
When you start talking about knowledge,  
you raise some very significant problems. 
You can have too little knowledge. You may 
remember that a number of years ago Donald 
Rumsfeld said: “There are known knowns, 
there are things we know we know. We also 
know there are known unknowns; that is to 
say we know there are some things that we 
do not know. But there are also unknown 
unknowns – the ones we don’t know we don’t 
know.” The absence of knowledge causes 
problems. However, there is another problem 
with knowledge: when you think you know, 
but you do not – and you think you know very 
strongly. Mark Twain said something about 
this 100 years ago. He said: “What gets us into 
trouble is not what we don’t know. It’s what 
we know for sure that just ain’t so.”
I guess what I want to say is that I think the 
belief system of the central banks, which 
has motivated this policy of ultra easy money 

for the last seven or eight years, is, in a 
certain sense, based on some false beliefs. 
Those false beliefs are, essentially, that 
monetary policy will work to restore strong, 
sustainable growth and, secondly, that those 
monetary policies do not have any unintended 
consequences of any significant nature. I 
happen to believe, personally, that both of 
those beliefs are wrong. 

 Mark Twain said something 
about this 100 years ago. He 
said: “What gets us into trouble 
is not what we don’t know. It’s 
what we know for sure that just 
ain’t so. 

We will have a panel here, shortly after the 
coffee break. Because my views are rather 
extreme, I will, of course, be asking the 
panel whether they agree or disagree with 
the things I have said about the risks and the 
prospects ahead. Of course, we will also be 
asking them – because the panel members 
are much more familiar with the gold market 
than I am – what all of this macro stuff 
means for the gold market. You have all of 
that to look forward to as well.

Ultra Easy Money

For the moment, let me talk about ultra easy 
money and monetary policy, the consensus 
view on the global economy. I was just 
looking at the recent OECD outlook, and the 
IMF outlook is much the same. If you look 
at the prospects for 2017, growth globally is 
going to go up. If you look at the prospects 
for inflation, inflation is going to get higher 
– it is going to get closer to the 2% that 
everybody wants. Now, I have to point out 
that this has been the forecast for nine years 
in a row: things are going to get better and 
inflation is going to go up. It has been nine 
years in a row. 

What is driving those forecasts? The answer 
is that the model these people all use 
is one that basically treats the economy 
like a machine. It is a machine that is 
understandable and controllable and it is 
in the competent hands of its operators. 
I actually believe that is wrong. We are 
not going back to equilibrium, which is the 
premise of these forecasts – and the forecast 
errors for the last nine years. The economy is 
not a machine, the economy is a forest. The 
economy is what they call a complex adaptive 
system, in which there are millions and 
millions of people interacting, changing their 
views, learning from other people as we go.
 
In these complex adaptive systems – there 
are many other disciplines that study this 
stuff – there is no equilibrium to go back to. 
You are on a highly adaptive path that could 
lead you anywhere. The only thing we do 
know about these paths is that where you 
go to depends on where you came from. The 
economy is path-dependent. What I want to 
suggest here, in this path-dependent system, 
is that monetary policy over the course of the 
last 30 years has put us on a bad path.
 
The reason why I say that – just to give you 
some background – is this. When we had 
a problem in 1987 – some of you may be 
old enough, long enough in the business to 
remember that, – the answer was, ‘print the 
money’. And when we had a problem in 1990 
and 1991, the answer was, ‘print the money’. 
And when we had the difficulties in South East 
Asia and LTCM in 1997 and 1998, the answer 
was, ‘print the money’. And in 2001, when 
the economy tanked, the answer was, ‘print 
the money’. I think that has given money, and 
the associated increase in credit and debt, a 
very important and dangerous role which it is 
playing out even as we speak. 

Ultra Easy Money: Digging the  
Hole Deeper?  
By William White, Chairman of the OECD Economic and Development Review Committee

This is a transcription of the Keynote speech delivered by William White 
at the LBMA/LPPM Conference in Singapore, 16-18 October, 2016. 
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The Global Financial Crisis

Let me say a few words about the lead-up to 
the crisis that started in 2007, against the 
backdrop of all of that easing that had come 
before. How did we get into trouble in 2007? 
I want to suggest that, if you go back and you 
look at the history of financial crises, they all 
look exactly the same. I am sorry. They are 
not exactly the same. In essence, they are 
the same. The essence of them is that they 
all start off with something good happening 
– something that justifies confidence and 
exuberance. In this case, it was the fall of 
the Wall and the changes in demographics. 
The demographics were good. You had all of 
the countries that used to be command and 
control coming back into the world trading 
system. This led to a kind of secular trend 
towards lower inflation. Times were good. 

The unfortunate point, however, is that in 
the system we have, which is a fiat money 
system, where the banks essentially create 
money out of nothing, it is very easy for 
rational exuberance to turn into irrational 
exuberance. Leading up to the crisis of 2007, 
that is precisely what happened. If you think 
back about what was going on at that time, 
we had both real and financial imbalances 
leading up to 2007. On the real side, for 
example, in all the English-speaking countries, 
the household savings rate went down to 
zero. People basically spent every penny that 
they got. When you looked at a place like 
China, the investment ratio went up to about 
45% of GDP. We have never seen anything 
like that before in history.

We had some real problems and they started 
in the advanced market economies, but 
then they spread out to the emerging market 
economies, basically through the regime 
of semi-fixed exchange rates. I will come 
back and say a bit more about that range of 
territory in a moment. In short, there was a 
degree of exuberance there and imbalance 
that, as I put it here, was an accident waiting 
to happen. The astonishing thing about it – 

this, again, goes back to the competence of 
the central bankers and others – is that it was 
an accident waiting to happen and everybody 
missed it. You should think back about that. 

The regulators missed it, because the 
regulators were all focused on individual 
financial institutions. If they were healthy, 
the system was healthy. That is not true in a 
complex adaptive system. The central bankers 
were all saying ‘price stability is the only 
thing that matters. We have price stability, 
so everything is fine.’ That is not true. 
Politicians believed at the time that what they 
were seeing, with all the fiscal inflows, was 
permanent and not temporary – so they spent 
all the money. That was not true. I would say 
it was the same thing on the private side. All 
the people who were making large amounts 
of money leading up to 2007 all said: ‘It is 
alpha. I am really smart, and that is why I am 
making so much money.’ In retrospect, it was 
not alpha. It was beta. They were taking big 
risks and they got caught out.

 The regulators missed it, 
because the regulators were all 
focused on individual financial 
institutions. If they were healthy, 
the system was healthy. 

Moving Forward

As we look back on it, there is not so much to 
be proud of – but where do we go from here? 
For a start, it has not worked the way people 
expected. You have to remember that we are 
eight years into ultra easy money and none 
of us has the feeling that everything is going 
to be okay. Increasingly, we feel the opposite. 
Now, why is that? Why is it not going to work 
as intended? It is premised on the idea 
that easy money will stimulate aggregate 

demand, but – notice the big ‘but’ there – it 
increasingly smacks of panic. People are 
looking at what the central banks are doing 
and they are saying ‘there is something fishy 
in the state of Denmark. There is something 
wrong out there.’ What do you do when you 
start to worry like that? You do not step up to 
the bar and buy another drink, you just hunker 
down. That is what you do when you think 
things are going seriously wrong. 

You also have to think about the way 
monetary policy works. Basically, the way it 
works with low interest rates is that you are 
asking people to advance their spending from 
the future to today. The problem with that 
is that if you advance your spending from 
tomorrow to today, then of course you have 
to reduce your spending tomorrow because 
you have already spent the money today. To 
put it another way, the spending involves an 
increase in debt – and the debt, as Chairman 
Greenspan put it, is a headwind against future 
spending. All of this is to say that I am not so 
sure it is going to work. 

If you look, for example, at consumers and 
you run down the various components of 
demand, there are all sorts of reasonable 
arguments why consumers will spend 
less, not more. One of them that is getting 
increasing attention is that, if the roll-up rate 
– let us say you are saving for an annuity or 
a pension – goes down, what do you do other 
than work longer? The only thing you can do is 
to save more in order to get more savings to 
buy the annuity so you can have a reasonable 
retirement. The whole thing works backward – 
at least potentially. 

I would say it is the same thing with corporate 
investment. One of the reasons why corporate 
investment is so low is because the investors 
in corporate investment are looking ahead 
to what the consumers will do. If they can 
foresee that the consumer no longer has the 
wherewithal for further spending, they are 
going to cut back themselves. Another thing 
that is getting increasing attention both in 
the United States, the UK and increasingly 
in Europe and Japan is this whole business 
about the interaction between easy money 
and management compensation. Andrew 
Smithers from the Financial Times calls it 
a ‘no brainer’. Why are corporations buying 
in so much equity? One of the answers is 
that it pushes up the share prices, and the 
share prices are related to their bonuses. It 
is a ‘no brainer’. They cut back in investment 
in exactly the same way – to retain cash to 
do the buybacks. What you have here is a 
situation of systematic stripping of assets 
out of the corporations. As I put it, a very 
dangerous situation. 
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I would note that this is exactly what Keynes 
himself suggested. People talk about these 
policies as being Keynesian – they are 
absolutely not Keynesian. They were the 
Keynes of 1931 when he wrote A Treatise 
on Money. By 1936, what he said was: ‘If 
we are tempted to assert that money is the 
drink which stimulates the system to activity, 
we must remind ourselves that there may be 
several slips between the cup and the lip.’ 
Keynes himself, by 1936, had repudiated 
the very policies the central banks are 
following today. 

 McKinsey and Company 
came out with a report last year 
that pointed out that global 
debt levels are now 20% higher 
as percentage points of GDP 
than they were in 2007. 

Unintended Consequences

It is not going to work, and my concern would 
be that it is going to have a lot of unintended 
consequences – and these consequences 
are material. 

For a start, there will be consequences for 
debt levels, to which I alluded a moment 
ago. McKinsey and Company came out with 
a report last year that pointed out that global 
debt levels are now 20% higher as percentage 
points of GDP than they were in 2007. If you 
think a crisis period is a period when you get 
all the deleveraging, think again. It has gone 
in the very opposite direction – and that is a 
real source of concern. 

In the advanced market economies, asset 
prices have been raised to unsustainable 
levels. It is very hard, as you all know, to 
determine what one means by ‘sustainable’. 
We all have different views about the 
fundamentals, but if I look at equity prices, 
they are pretty richly priced. Bond prices are 
the same. We have $10 trillion of bonds that 
are yielding negative rates. Surely, this is 
totally unsustainable. If we look at the yield 
spreads, particularly for high-risk, they seem 
very, very low. If we look at the VIX or virtually 
anything else you want to look at, you can 
ask questions about the sustainability.
 
I worry about market functioning in light of 
what the central banks have done. If central 
banks are the only game in town, when 
setting prices, everybody is focused on what 
the central banks are going to do. In itself, 
that destroys the process of price discovery 
– and that is very, very unhelpful. Worse 
than that, it is not just that the correlations 
between the asset classes have gone up very, 
very high, everybody is into ‘risk-on, risk-off’ 
mode. We have seen this continuously since 
2007. What it really means is that everybody 

is focusing their attention on the tails, but if 
people are focusing all their attention on the 
tails, where is diversification? Where is value 
investing? All of that stuff has just gone out 
of the window, so I do not like that either. 
In respect of financial institutions, we are 
increasingly talking about the threat to 
spreads and whether pension funds and 
insurance companies can survive. You saw 
the reports the other day from JP Morgan. 
Profit levels are down basically everywhere, 
particularly for large institutions. That is 
worrying, too. EME corporates – this audience 
will know this better than me – have seen a 
huge increase in the issuance of corporate 
debt – particularly in China, but in Asia more 
generally and also in Latin America. A lot 
of the debt has been issued in dollars, but 
the revenues are, of course, in domestic 
currencies. As the dollar rises, the question 
becomes about the capacity for debt service.
 
I will not go into the other unintended 
consequences, but there is the issue of moral 
hazard and people being invited to do silly 
things because the interest rates are so low. 
There are distributional consequences, and 
more and more attention is being paid to 
this now. It is the rich who own the financial 
assets that are going up, and it is the average 
guy who is getting squeezed. 

Economic and Political Dangers

When you put it all together, there are more 
dangers now than there were in 2007. This 
is a highly disputable assertion, however, 
to which I am sure we will come back in the 
panel. I would just note – I will do it quickly, 
because we do not have a lot of time and Eric 
is coming back to it, too – that every major 
geographical area has serious economic 
problems. There is a growing acceptance that 
Abenomics is not going to work. It has not 
worked and it is not going to work. China is 
in the middle of a huge regime change from 
export and investment-led growth to consumer 
growth. This is not going to be easy. Europe 
– I will say no more about Europe. We all 
know Europe has a lot of problems. Even in 
the United States, productivity growth has 
been falling – the productivity rate was falling 
until very, very recently. Investment is weak. 
Inequality is terrible in the United States. 

Everywhere you look, there are problems – 
and they are often compounded by political 
difficulties. You think about debt ceilings in the 
United States, the political problems in Europe 
and, in China, the battle between the people 
who want real reform and the state-owned 
enterprises who like the way it is. There are 
political problems everywhere.The reality – I 
have used this phrase a number of times – is 
that this is a complex adaptive system. We are 
all in this together now. The global economy 
is linked together through trade, financial 
markets and even the Bloomberg screen. We 
are linked together in ways we have never 
been linked together before. What that means 
is that if we have problems anywhere, we are 
going to have problems everywhere – because 
that is the way it works. This is something 

we should be careful about. I would note that 
there has been some careful empirical work 
about these kinds of spreading phenomena 
by both the IMF and the OECD. The results of 
some of the simulations they have done are 
not really very pleasant.
 
The last bullet here is that our macro tools are 
all used up. We can come back to this in the 
panel. There is very little room on the monetary 
side, I think. On the fiscal side, when I talk 
about the debt levels having ratcheted up, it 
is important to note that a lot of it over the 
course of the years has been government debt 
levels – particularly in the advanced market 
economies. They have basically been using up 
their fiscal room to manoeuvre at the same 
pace as the central banks have been using 
their monetary room to manoeuvre.
 
Predictions

Well, where do we go from here? I can tell you 
a sort of happy story and I can tell you a not 
so happy story. Let us start with the happy 
story. Let us assume that the global recovery 
strengthens – and there are some indications 
that Europe is getting better and the US may 
roll along. Let us assume the global economy 
strengthens. What happens in the financial 
markets? Well, I think the first thing to say is 
that policy rates and the long rates, in that 
stronger growth scenario, will go up. We hope 
– I will come back to this in a second – they 
will go up in an orderly way. We hope even 
more they would go up less rapidly than the 
rate of growth of nominal income so the debt 
ratios can just gradually work off. I suggested 
that all of those asset prices were pretty 
stretched, but if that happens, people will 
say: ‘Well, they got ahead of themselves, but 
it is probably going to be okay.’ I think that is 
probably what will happen. 

But there are some risks even in this good 
scenario. One of them – given that we are, 
in most countries, not so far away from 
full capacity – is that it is not unlikely that 
inflation might start to rise and it would rise 
in such a way that it would prompt, eventually, 
a pretty significant response on the part of 
the central banks. In the past, of course, that 
has always led to a recession, which is not 
a good news story. That is the good news 
hypothesis, but I can see one risk at least. 
There is a second risk. It is not so obvious 
that when things start to look better, the 
bond markets and the other markets would 
react in an orderly way. The rates are so 
low now at the long end, the likelihood of a 
major movement exacerbated by momentum 
trading seems to me to be not implausible. A 
number of references were made earlier on to 
regulation and the unexpected consequences 
of regulation. One of them is clearly that the 
liquidity in a lot of markets is prone to dry up 
in situations where the markets are moving 
rapidly. If that is the case, I think it is more 
likely to produce a disorderly rather than an 
orderly exit. That, again, would threaten the 
assumed recovery. 
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The LBMA Annual Members’ 
Party – Register Now  
Calling all LBMA Members and Associates, please join 
us for the LBMA Members’ Annual Party, a Ping Pong 
night on Thursday, 2 March 2017 from 6.30pm at 
’Bounce’ in Old Street, London.

To register for the party, please liaise with your 
company’s official LBMA contact, who is co-ordinating 
registrations on your behalf. And don’t forget that 
registration closes on Friday, 17 February 2017. 

Please see the LBMA’s website at www.lbma.org.uk or if 
you have any questions please email 
events@lbma.org.uk.

PING
PONG
PARTY

I am going to tell a less pleasant story. I am 
getting close to the end now. That is that 
we get an assumed slowdown or a global 
recession. Well, in that case, of course, 
the policy rates would stay low; the long 
rates would stay low. However, all of those 
other financial asset prices that look rich, 
I think, would fall sharply, which of course 
could increase the likelihood of a still further 
slowdown. I suspect, in that situation, you 
could look forward to a period of financial 
repression. We are back again, somehow, to 
a mix between the regulatory side and the 
monetary policy side. Efforts would be made to 
ensure that, somehow, you were forced to buy 
government bonds or maintain liquidity ratios.  
I mean macro-prudential, things of that sort.

 There is a lot of history that 
indicates that a slowdown, when 
a country faces a very bad fiscal 
situation, leads to still more 
recourse to the central bank and to 
people, ordinary people and traders, 
seeing the writing on the wall 
that central bank financing will 
eventually lead to inflation. 

I mention this in passing, but in countries 
that started off with a very bad fiscal 
situation, there is a lot of history that 
indicates that a slowdown, when a country 
faces a very bad fiscal situation, leads to 
still more recourse to the central bank and 
to people, ordinary people and traders, 
seeing the writing on the wall that central 
bank financing will eventually lead to inflation. 
Everybody says: ‘I am out of here.’ There is a 
currency collapse and hyperinflation. We have 
seen it many times in history in the worst of 
the worst-case scenarios. 

Good Luck

I will basically skip this because of the time. 
Could governments help? I will ask the panel 
this. I think we have run out of room on 
monetary policy. I am pleased to say that 
the central bankers seem to be agreeing, 
increasingly. I wish they had agreed five years 
ago. This means governments have to step 
in, in one form or another. There are various 
things they could do. The sadness about it 
is that even if you can see a way in which 
governments could get us out of all of this 
mess we are currently in, they are not going 
to do it. Such changes are unlikely. I think 
this has its roots in psychology. Changing your 
view of the world is always extremely hard, 
and it is never harder than when you are in 
the middle of a crisis and you really want to 
hold on to the old beliefs. The likelihood of 
this happening is not very great. There is a 
way out on the economics side, but there is 
no way out on the political side.

When Joseph Schumpeter was once asked, 
‘what is the essence of economics?’, he 
famously answered, ‘politics, politics, 
politics’. Finally, I wish you good luck – you 
just might need it.

William White, Chairman 
of the OECD Economic 
Development and Review 
Committee (EDRC).  
The committee conducts 
country reviews and gives 

policy advice. He was also a member of the 
Issing Committee which advises the German 
chancellor on G-20 policy issues (named 
after Otmar Issing, a German economist). 
From May 1995 to June 2008, he was the 
Economic Adviser and Head of the Monetary 
and Economic Department (MED) at the Bank 
for International Settlements (BIS) in Basel. 
He has published many academic and journal 
articles on topics related to monetary and 
financial stability as well as ways to improve 
the process of international cooperation in 
these areas.
 

Disclaimer:  Mr William White was speaking at the Conference 
solely in his personal capacity.
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Biennial Dinner Review 
By Aelred Connelly, LBMA Public Relations Officer

The Hall is owned by the Worshipful Company 
of Goldsmiths, more commonly known as The 
Goldsmiths’ Company, which is one of the 12 
Great Livery Companies of the City of London. 
The Goldsmiths’ Company received its first 
royal charter in 1327, giving it the right to 
enforce good authority and standards within 
the trade, and emphasising its standing over 
provincial goldsmiths. 

The statutory function of the Company 
continues through the operations of The 
Goldsmiths’ Company Assay Office. All retail 
items sold within the UK with elements of gold, 
silver, platinum or palladium are legally required 
to be hallmarked – a term originating from the 
15th century when London craftsmen were first 
required to bring their artefacts to Goldsmiths’ 
Hall for assaying and marking. Other 
responsibilities of the Assay Office include the 
annual examination of coins manufactured by 
the Royal Mint, known as the Trial of the Pyx, 
and, with the assistance of the Antique Plate 
Committee, the checking of items of antique 
silver plate suspected of having contravened 
the Hallmarking Act. The other main objectives 
of the Company are to support the precious 
metal and jewellery industry and trade through 
training, apprenticeships, education and 
promotion, including through programmes 
delivered by the Goldsmiths’ Centre. 

The LBMA was particularly honoured on this 
occasion as The Goldsmiths’ Company very 
kindly displayed the Company’s Buffet Plate 
and candelabras, as well as allowing the use 
of the Company’s coasters – these items 
are typically only used at official Goldsmiths’ 
Company events. 

Proceedings began with a cocktail reception 
in the Drawing Room, with the guests 
formally introduced by the Toastmaster to the 
welcoming party consisting of Co-Chairmen 
of the LBMA, Grant Angwin and Paul Fisher, 
as well as the LBMA Chief Executive, Ruth 
Crowell. Drinks and canapes were served as 
guests enjoyed the music of a string quartet, 
who played unobtrusively throughout the 
evening, allowing guests to mingle, chat and 
enjoy the salubrious surroundings. 

The dinner itself was held in the magnificent 
setting of the Livery Hall. Grant Angwin 
delivered the Chairman’s remarks, his 
last formal speech as Chairman, as he 
subsequently stood down at the end of 2016 
to hand over the reins to his fellow Co-
Chairman, Paul Fisher. Grant welcomed guests 
to the dinner and spoke of the history of The 
Goldsmiths’ Company and its responsibilities 

and objectives. He then paid tribute to 
the new staff members who had joined 
the LBMA since he had spoken at the last 
biennial dinner, whose efforts reflected the 
increased workload and responsibilities of the 
association. Finally, Grant thanked his fellow 
members of the Board for all their hard work 
during his tenure as Chairman and wished 
them all the best for the future. Grant, an avid 
Arsenal fan, rounded off his speech by picking 
up on a remark which had allegedly been 
made by Theresa May, when she asked Spurs 
manager, Mauricio Pochettino, to take the lead 
on the Brexit discussions “as you managed to 
successfully get Spurs out of Europe in less 
than two months”.

Following dinner, it was left to the Right 
Honourable Michael Portillo to deliver the 
main address of the evening by offering the 
toast to the LBMA. Michael delivered a highly 
entertaining speech, packed with amusing 
stories and anecdotes from his career in 
politics and broadcasting. He also offered some 
observations on what the future may have 
in store in the light of the Brexit referendum 
and the election of Donald Trump to the US 
presidency. We look forward to seeing you all at 
the next Biennial Dinner in 2018. 

The LBMA’s 15th biennial dinner took place at the Goldsmiths’ Hall on 
1 December 2016, and was attended by more than 230 guests of the 
LBMA, Members and Associates. Once again, we were privileged to 
host the dinner in yet another of London’s historic spaces and, for our 
industry, very much an appropriate location. 

The principal guests standing in front of the Company’s Buffet Plate. Left to right are Steven Lowe, Sir David Reddaway 
(Clerk of the Goldsmiths’ Hall), Ruth Crowell, Right Hon Michael Portillo, Grant Angwin, Dr Paul Fisher and John Reade.
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Scotland’s Silver Glen  
By Dr Michele Blagg, Research Consultant and visiting Research Associate at the ICBH, King’s College London

In comparison to some of the discoveries 
around the world, Scotland has a long, if not 
wholly, productive history in terms of mining 
gold and silver. While the total amount is 
minimal, significant finds have been reported, 
from large gold nuggets in alluvial deposits, 
to discoveries of silver in vein deposits. 

One of the earliest mined areas was at 
Leadhill-Wanlockhead, Dumfriesshire. Much 
of the gold mined was used in the production 
of coins during the reign of James V of 
Scotland (1513-1542). In 1540, according to 
the contemporary account of James Kircaldy 
of Grange, a rich mine of gold ore was 
located in Clydesdale.

Disappointingly, this mine at Crawford Muir, 
due to unskilled handling of its output, 
gave up only 130 ounces of gold before its 
abandonment. Some of its gold was used in 
the famous bonnet pieces or ducats worth 40 
shillings minted in Edinburgh during 1540.1

There is little evidence that Scotland or 
her rulers benefited from earlier world 
discoveries. During the Middle Ages, the chief 

supply of world gold came from the mines 
of Saxony, Austria and Spain, while during 
the sixteenth and seventeenth centuries, 
newly discovered sources in Mexico and 
Brazil became more important. The lack of 
bullion for melting was a chronic problem 
in Scotland, so great efforts were made to 
exploit seams found within the country.2

Across the border in England, one of the 
early hindrances to the mining of metals 
was the Act passed in 1404 by Henry IV 
(1399-1413), which deemed it a felony to 
create gold and silver by means of Alchemy 
and rendered the majority of profits to the 
Crown, equated to ninety per cent of all gold 
and silver. Later in 1568 during the reign of 
Elizabeth I (1558-1603), state policy was 
introduced to encourage new manufacturers, 
which extended to mining. The establishment 
of The Society of Mines Royal, one of two 
companies that held the monopoly for base 
metals in mines in England and Wales, was 
incorporated by royal charter. The Society was 
a joint stock venture with 24 shareholders 
and worked mines in Cumberland, as well as 
operating a smelting plant near Keswick and a 
copper smelting plant near Neath, Glamorgan. 
The other venture sharing the monopoly was 
the Company of Mineral and Battery works, 
with rights based on a patent granted to 
William Humfrey of the Mint. In 1603 on the 
death of Elizabeth I, James VI of Scotland 
became James I (1567-1625) of England, 
uniting the two countries informally in the 
process. Optimism was raised for finding 
commercially viable sources of precious 
metals in the British Isles.3 In 1609/10, the 
Warden of the Mint accounted for a return of 
456lbs 3 oz of silver coin made from Scottish 
bullion.4 It took until 1688 before a new Act 
reduced the Crown’s share of any find to ten 
per cent and the monopolies in place were 
disbanded. A slump in mining activities in the 
latter half of the seventeenth century was 
followed by a new wave of prospecting, with 
the Parliamentary Act of Union, which formally 
brought Scotland and England together in 
1707, being the catalyst for change.

In August 2016, on news that Australian mining firm Scotgold 
Resources had announced the first gold ‘pouring’ from the Cononish 
mine in Tyndrum, Scotland, my thoughts turned to earlier discoveries 
of precious metals across Scotland.

Silver, dendritic crystals, with encrusting clinosafflorite, in calcite. A specimen from William Hunter’s original bequest, 
thought to be the largest surviving specimen of silver from Alva. Kindly reproduced with the permission of The Hunterian 
Museum and Art Gallery, University of Glasgow, 2017.

1  S G E Lythe, The Economy of Scotland in the European 
Setting 1550-1625 (Edinburgh: Oliver and Boyd, 1960) 
pp. 51-57. See also, for the history of gold mining in 
Scotland, Neil D L Clark, Scottish Gold, Fruit of the 
Nation (Neil Wilson Publishing Ltd, in conjunction with The 
Hunterian, University of Glasgow, 2014).

2  See, for a history of mining during the Middle Ages, 
William Jacob, An Historical inquiry into the production 
and consumption of the precious metals (London: John 
Murray,1831).

3  The details are taken from SGE Lythe, The Economy of 
Scotland, pp.51-57 and Jacob Williams, An historical inquiry. 

4  C E Challis, A New History of the Royal Mint (Cambridge 
University Press, 1992), p.323 

Instructions issued to Justus Branshagen, 3 Sep 1716. Image reproduced with the kind permission of The National Archives, 
Kew. Reference: TNA, SP54/12
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The activities of Sir John Erskine of 
Alva (1672-1739) stand out during this 
period. Erskine exploited silver mines 
discovered on land in the Ochil Hills, Alva, 
Clackmannanshire, east of Stirling in central 
Scotland. The area, later to become known 
as ‘Silver Glen’, had passed to him through 
an inheritance from his father, together with 
the burden of heavy debts due to death duty 
taxes. The deposit of native silver was the 
richest ever found in the British Isles and 
was discovered just as Sir John joined the 
Jacobite cause in the 1715 rising, leaving his 
wife Catherine, Lady Erskine, to oversee the 
extraction of the silver.

 During Sir John’s absence, 
his second wife, Lady Catherine, 
was left to handle his affairs, 
including the silver mine that 
Erskine had operated in secret 
since 1714. 

Sir John joined his rebellious cousin the sixth 
Earl of Mar, (confusingly, he was also called 
John Erskine) one of the Commissioners 
for the Union. Mar had been made Scottish 
Secretary of State, a representative peer 
for Scotland, Keeper of the Signet and a 
Privy Counsellor. Mar, nicknamed ‘Bobbing 
John’ for his tendency to shift back and forth 
from faction to faction, from Tory to Whig or 
Hanoverian to Jacobite. Despite assuring the 
new King George I (1714-1727) of his loyalty, 
he was deprived of office by him. Mar went on 
to head the Jacobite rising of 1715 against 
the Crown and in September called for 
independence, proclaiming James VIII (known 
as the Old Pretender) King of Scotland 
and James III of England and Ireland. By 
November, Mar had raised a 10,000-strong 
army, outnumbering his opponent’s forces, 
and a battle commenced at Sheriffmuir, just 
to the north-east of Dunblane in Perthshire, 
against troops of the Duke of Argyll. Following 
a decisive retreat, the Jacobites were routed, 
and Mar and Erskine fled to France to evade 
imprisonment.5

 
During Sir John’s absence, his second wife, 
Lady Catherine, was left to handle his affairs, 
including the silver mine that Erskine had 
operated in secret since 1714. Having engaged 
miners from Leadhill to explore his land, two 
seams of silver had been located, extracted 
and hidden at Alva. 6

With Erskine now exiled in France, in an 
attempt to hide evidence of the secret venture, 
the mine was filled in; however, a whistle 
blower travelled to London and brought it to 
the attention of the crown. It is in the later 
statement of John James, a former servant 
of Erskine, originally employed in 1711 to 
oversee the training of staff, and who had also 
volunteered for the Jacobean cause at the 
mine, who pointed the finger at James Hamilton 
as the informer. During Erskine’s absence, 
Hamilton held the position of overseer at the 
mine. In his disposition, it was recorded that:

“ John Erskine’s Lady then employed this 
despondent as overseer of four men that 
diff’d the ore out of the mine for about 
three months in which time they dug out of 
the mine… about forty tons of ore to which 
was brought to Sir John Erskine’s house 
and there packed in pipes, hogs head and 
other casks which they buried in the bank 
to the north west end of the house” 7

While this account was most likely true and a 
large sum of the extracted silver was hidden 
at the house of Erskine, by the time it came 
to the attention of the authorities, it had no 
doubt been spirited away. Lady Catherine did 
not trust Hamilton – this is well documented 
in her letters to Sir John while he was in 
France. No doubt some of the silver had 
earlier been smuggled to France to build up 
funds for arms and wages to pay Mar’s rebels 
for the November 1715 uprising.

Lady Catherine wrote to Sir John with news of 
Hamilton’s departure. However, Hamilton’s 
betrayal was not as disastrous for Sir John as it 
might have been. On the advice of Catherine’s 
brother-in-law, John Haldane,8 a plan was 
hatched for Erskine to inform the palace of the 
mine’s existence and it was argued that as 
he had the best knowledge of the mine he be 
allowed to return and resume mining with ten 
per cent of the revenue going to the Crown. 
This secured a pardon and George I granted 
permission for Sir John to return to Scotland to 
excavate the silver at the mine with all possible 
encouragement given to explore the venture.9 

As head of the London Mint, the potential of 
a new supply of silver came to the attention 
of Sir Isaac Newton. He had received samples 
taken from the mine confirming the richness 
of the ore and was invited to visit to examine 
the source. Unaccustomed to such matters, 
he suggested the King might instead appoint 
an expert from his German mines. Dr Justus 
Brandshagen, by profession a physician, 
was called for and dispatched north along 
with James and Thomas Hamilton.10 A list of 
instructions was presented to the group:
 
You are to give a Description in writing of the 
said two veins as to their Breadth Depth & 
Distance from one another and upmost which 
way they run ad what sort of Earth or stone 
they are all lodged in And what is the Depth 
of the mountain where the mine is lodged and 
whether in that mine there be any beds of 
silver or copper ore besides the said two veins.

You are in the presence with the assistance 
of the said persons to Enquire after & search 
fore sundry Casks which we are informed 
were filled with about 40 tons of Ore dug 
out of the said mine in the time of the late 
Rebellion and buried on the northwest side of 
the Lady Areskine’s house And upon finding 
of the said Ore to make assay & report…11 

A report of the expedition reveals that the 
journey by sea from London to Edinburgh took 
three weeks and two days. It was recorded 
that the party undertook:

A dangerous voyage, and in two storms, 
we lost two masts and were thrice driven 
from the Sand-banckes. When the ship was 
repairing, all the passengers went ashore 
which was chargeable to [Newton].12

 This secured a pardon and 
George I granted permission for 
Sir John to return to Scotland to 
excavate the silver at the mine 
with all possible encouragement 
given to explore the venture. 

Joined in Edinburgh by the Earl of 
Lauderdale13, the party spent four months 
in Scotland exploring the area and taking 
samples, and another three in London writing 
their report. This, in Newton’s opinion, took far 
too long, probably because the funds for the 

5  See, for an account of the Battle of Sheriffmuir, Magnus 
Magnusson, Scotland, the History of a Nation (London: 
HarperCollins, 2001), pp. 565-568.

6  James A McKean, The Hidden Legacies of Mineral Extraction 
at Silver Glen (Private Publication). Accessed via website: 
http://www.ochils.org.uk/ochils-orientation 1/11/2016. 

7 Ibid. 

8  John Haldane (1660-1721) of Gleneagles, Perth. He married 
Helen Erskine (date unknown), the sister of Sir John Erskine. 
A detailed biography of John Haldane can be found at: http://

www.historyofparliamentonline.org/volume/1690-1715/
member/haldane-john-1660-1721

9  The National Archives, Kew (henceforth TNA), SP55/6, 
Correspondence Townshend to Carpenter, 27 Nov 1716.

10  See, for further details of search for a silver mine, papers 
located at National Archives Scotland, RH69/26/1-7. Files 
contain copy of instruction to Justus Brandshagen and 
James Hamilton to undertake survey and trial of the mine; 
instructions to Lauderdale to assist with survey; journal of 
proceedings of Lauderdale; payments to Brandshagen; report 
by Brandshagen, description of mines and assay of ore, and 

methods of assay. 

11  TNA, SP54/12, Instructions issued to Justus Brandshagen, 3 
September 1716.

12  John Craig, Newton at the Mint (Cambridge: University Press, 
1946), pp.103/4.

13  Charles Maitland, sixth Earl of Lauderdale. He succeeded 
his father in 1710; served as a volunteer under the Duke of 
Argyll at the Battle of Sheriffmuir (1715); was a general of 
the mint, and Lord Lieutenant and high Sheriff of Edinburgh.

Sir Isaac Newton, Warden and then Master of the Royal 
Mint, 1696-1727. 
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venture came out of his budget and the party 
members were paid by the day!14

Lauderdale’s detailed journal described events 
as they unfolded. The mine was located and 
cleared, furnaces were constructed for assaying 
the ore and samples were dispatched to 
London. Dr Brandshagen wrote of the ore:

I found it of an extraordinary nature, such 
as to my knowledge few or none like have 
been seen in Europe. It consists of sulphur, 
arsnic, copper tinn, iron, some lead and 
good silver. Of all these the silver is only 
to be regarded, for the other minerals 
and metals contained in the ore are of 
little value, and not worth the charges to 
separate and keep them. 15

As for locating the 40 tons of silver said 
to have been already excavated, Hamilton 
identified the spot on the northwest side of 
the house and found that six inches of soil lay 
on top of the barrels of ore. As they began to 
exhume the barrels, it was found that the soil 

was loose and had previously been disturbed, 
and only a few pieces of ore were found. Sir 
John indicated another area in the garden 
where some of the ore was still buried and 
six small casks were quickly uncovered, but 
the contents consisted of little more than 
worthless rock from the mine. 

Stephen Moreton, in his recent investigation 
into the legendary silver, noted that servants 
at Alva reported the removal from time 
to time of other casks, but perhaps what 
appears more curious is that the matter of 
the missing silver seems not to have been 
pursued further by the authorities.16 

 As for locating the 40 tons 
of silver said to have been 
already excavated, Hamilton 
identified the spot on the 
northwest side of the house and 
found that six inches of soil lay 
on top of the barrels of ore. 

Sadly, despite Sir John’s best efforts, the 
mine proved to be no great prospect and the 
project was short-lived. With the proceeds 
made from the silver mine, reputed to be in 
the region of £50,000, Sir John set about 
improvements to his estate. He died in 1739 
after a fall from his horse. As for the Earl of 
Mar, the Writ of Attainder for treason against 
him issued by parliament in 1716 remained 
in place as punishment for his disloyalty. He 
lived out his remaining days in France and 
was never to see Scotland again before his 
death at Aix-la-Chapelle in 1732.

Dr Michele Blagg  
(BA, MA, PhD) is an 
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PhD in History from King’s College London, 
which was funded by The Rothschild Archive in 
collaboration with the Arts and Humanities 
Research Council. Her doctoral research 
focused on the Royal Mint Refinery operated 
by N M Rothschild & Sons between 1852 and 
1968 studying how it adapted to change within 
the London gold market.

She worked for many years in the financial 
services industry before pursuing her studies 
in Political, Economic and Social history. 
She received a First-class BA (Hons) from 
the Open University and subsequently, an 
MA in Contemporary British History from the 
Institute of Historical Research. She recently 
qualified in Global Risk Analysis and Crisis 
Management at Vesalius College, Brussels, 
gaining an in-depth knowledge, together with 
a wide range of practical tools, in identifying 
and analysing global security risks to advance 
effective responses to humanitarian, military 
and political ‘complex crises’. 

Engaged by the LBMA in 2014 she managed 
the oral history project ‘Voices of the London 
Bullion Market’. Sitting as an Executive of 
the Business Archives Council, she promotes 
the preservation of business records, 
encouraging interest in the history of Britain. 
MBlaggresearch@gmail.com

14  Ibid.

15  Stephen Morton, ‘The Alva Silver Mine’ in The Mineralogical Record, 27:1996, pp.405-414.. 

16  Ibid.

Silver medal commemorating the Union of the Parliaments 
of Scotland and England in 1707, depicting Queen Anne 
(1665-1714).
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PLATINUM AND PALLADIUM CERTIFIED REFERENCE 
MATERIALS (CRMs) NOW AVAILABLE

The LPPM are very pleased to have successfully completed the 

manufacture of the first Platinum and Palladium Certified Reference 

Materials (CRMs) and they are now ready to be delivered. The LPPM 

believe this is an important step forward for the PGM industry’s 

analytical chemistry development.

Each set (Platinum and Palladium) contains two samples with different 

levels of impurities. The weight, dimension and cost of these CRMs 

are set out in the table below (please note that the metal content – 

platinum or palladium – is charged separately at spot price):

Please refer to the LPPM website at www.lppm.com for the complete Certificates of Analysis and details on  

pricing. For any questions or to purchase any CRMs please contact John Fairley at: john.fairley@lppm.com

Sets Manufacturing Costs 
Per Set

Approx. Weight of 
Each Sample  
(two per set)

Sample Shapes are Octagonal

Dimensions

Pt US$ 6,100  41g 25mm wide x 4mm thick

 Pd  US$ 4,000  34g  25mm wide x 6mm thick
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The Conference proceedings began with 
Grant Angwin welcoming delegates at what 
would be his final Conference speech as 
LBMA Chairman. Grant reflected on his 
two-and-a-half year tenure in the role. 
Paradoxically, Paul Fisher delivered his first 
Conference speech as the new independent 
Non-Executive Chairman of the LBMA, and 
touched on some of the challenges and 
opportunities facing the LBMA in the future, 
particularly with regard to regulation. Ruth 
Crowell, CEO of the LBMA, focused on the 
recent strategic changes and the roll-out of 
new services in 2017 and beyond following 
the selection of Cinnober Boat as the 
service provider to deliver the requirements 
set out in the LBMA’s Request for Proposal 
(RfP). And in other welcome remarks, 
Tim Pearce, the Chairman of the LPPM, 
spoke about the differences between the 
European and North American platinum and 
palladium markets and their counterparts 
in Asia. Lim Hng Kiang, the Minister for 
Trade and Industry, from the Monetary 
Authority of Singapore, spoke about the 
growth and development in the Singapore 
precious metals market and how it is quickly 
becoming a leading bullion player in Asia.

Other highlights on day one of the 
conference were undoubtedly the two 
keynote speeches. The first, from William 
White, Chairman of the OECD Economic 
Development and Review Committee, 
focused on the broad international 
macroeconomic scene and is reproduced on 
page 4 of this edition. The other, from Eric 
Robertsen, Managing Director, Head, Global 
Macro Strategy and FX Research, Standard 
Chartered Bank, focused more on the 
regional Asian macroeconomic environment. 

The main Conference programme again 
featured a mixture of both informal panel 
discussions and formal presentations 
focusing on the key issues within the 
international precious metals market, 
including dedicated sessions on China, 
India, PGMs, Producers/Refiners and 
Responsible Gold Guidance. For the second 
year in succession, there was a session 
dedicated to the key aspects of the work of 
the LBMA, with Neil Harby covering the major 
developments and initiatives in respect of 
Good Delivery and Sakhila Mirza explaining 
the wide range of regulatory issues which 
are impacting the precious metals market. 

This session was again well received and is 
now a key regular feature in the Conference 
programme.

The penultimate session featured a 
presentation by Andrew Staples from the 
Economist Corporate Network Southeast 
Asia, who looked into the future at what 
might be in store for the world economy 
over the next 10 to 15 years. He highlighted 
the shifting of power and influence to Asia 
in the 21st century and cited Asia’s young 
population, growing workforce, increasing 
income and consumption, growing urban 
population as well as expanding middle 
class, which is demanding more products 
and services, particularly in the luxury 
segments, as drivers of growth in the 
region. He cited the prospects of recession 
in many of the world’s economies but felt 
that India and China in particular will be 
the key engines of global growth, with the 
latter forecast to grow at 6.6% per annum. 
The expected loosening of monetary policy 
in parts of the world will also benefit 
emerging economies, such as the ASEAN 
countries, the most. He also highlighted 
that many currencies in the region are also 
undervalued against the US dollar.

The final session of the Conference was  
the ‘Wrap Up’ or fireside chat, co-
presented by John Reade and David Jollie. 
This is always one of the highlights of 
the Conference and so it proved again, 
with the pair providing an insightful and 
entertaining summary of the key themes and 
trends underpinning the discussions and 
presentations from the Conference.

2016 Conference Review  
- Singapore, 16-18 October  
By Aelred Connelly, LBMA Public Relations Officer

For the 17th Conference, the LBMA/LPPM headed to Singapore to 
hold its annual event – this time, in association with the Singapore 
Bullion Market Association (SBMA). Given the long-haul destination, 
it was gratifying to see more than 700 delegates in attendance from 
a diverse cross-section of the international precious metals market. 
Overall, the Conference proved a great success and received excellent 
feedback from the delegates who attended. 

Delegates circulating in the exhibition booth area during a 
break in the Conference proceedings
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It is also worth giving a special mention to Bill 
White, who won the best speaker prize of a  
1oz gold bar for an his excellent presentation, 
entitled: “International Macroeconomic 
Perspective”. Our thanks go to Metalor for 
the kind donation of the winning prize. The 
Producers/Refiners session, chaired in 
excellent fashion by Courtney Lynn, Vice 
President and Treasurer, Coeur Mining, was 
voted the best session by delegates. 

As is the case every year, media attention 
focused on the gold price forecasts of 
the delegates. At the 2015 Conference in 
Vienna, delegates predicted that the gold 
price would increase by $35 to US$1,216 
by the start of the 2016 Conference in 
Singapore. It transpired that although the 
delegates correctly predicted the price 
direction, they were slightly bearish, with 
the price at the start of the Singapore 
Conference outturning at $1,255, or 6% 
higher than they had forecast. 
 
This year in Singapore, the Conference 
began with the LBMA Gold Price standing 
at $1,252. On the first day, delegates 
forecast a bullish outlook for the gold price, 
predicting that the price would be $1,346, 
or 7.6% higher, by the start of the 2017 
Conference in Barcelona. Delegates were 
asked again for their gold price forecast 
at the end of day two of the conference, 
and their view was broadly unchanged with 
a forecast of $1,347, indicating that the 
speaker presentations and/or discussions in 
the wings of the Conference had done little 
to influence their view of the future direction 
of gold prices.

Delegates were also bullish in their 
predictions for the price of the other three 
precious metals by the start of the 2017 
Conference. They were particularly bullish 
about the prospects of silver, with a forecast 
price increase of nearly 20%. Price increases 
of 13% were predicted for both palladium 
and platinum. For the record, their forecasts 
were as follows: silver $20.9 (latest price 

prior to the start of the 2016 Conference 
was $17.47), platinum $1,055 ($933) and 
palladium $752.5 ($642). Look out for the 
LBMA’s 2017 Forecast Survey, which garners 
the views of experts from the global precious 
metals market to provide their forecasts for 
the average price of each of the four metals 
during 2017. It will be interesting to see 
whether their forecasts concur with those of 
the Conference delegates.

The transcripts from all the other speeches 
delivered at the Conference are also available 
now on the LBMA’s website. The LBMA would 
like to extend its congratulations and thanks 
to all the speakers for contributing towards 
an excellent Conference programme, as well 
as to all the delegates who attended. Our 
thanks also go to the booth exhibitors who 
advertised their products and services at 
the Conference, as well as to the sponsors 
of this year’s Conference events, Metalor, 
Asahi Refining and LME. Last, but not least, 
thanks to IE Singapore and TOCOM who 
sponsored the Gala Dinner, which took place 
in the stunning tropical setting of Gardens by 
the Bay. We hope to see you all in Barcelona 
later this year. 

Delegates voting during the opening session of the Conference

Throughout the Conference proceedings, 
moderators of each session 
intermittently asked delegates a number 
of questions on a range of topical 
issues. Some of the most interesting 
responses are highlighted below:

•  70% thought that producers should  
be hedging their production. 

•  37% thought that global mine 
production over the next five-year 
horizon would increase and the same 
percentage thought that it would stay 
flat; 26% thought it would decline. 

•  46% of delegates said they 
supported the creation of an SRI-
based ETF physically backed by 
Responsible Artisanal Gold; 32% said 
they didn’t support it and 23% were 
unsure.

•  66% thought that responsible  
sourcing of gold is very important  
for their business.

•  Delegates favoured platinum as the 
best-performing precious metal in 
2017, and gold the worst-performing.

•  75% of delegates thought there is an 
opportunity for banks to reshape the 
gold industry in India and introduce 
innovative products. 

•  72% thought that there would be  
a reduced demand for refined gold 
imports into India.

•  80% felt that the PBoC had been 
increasing its gold reserves through 
purchases of gold within China. 

•  To the question, Will the Shanghai 
Gold Benchmark in RMB be widely 
used by global market participants 
in how many years’ time?, delegates 
answered as follows: one year: 10%, 
two years: 10%, three years: 20% , 
four years: 27% and five years: 32%. 

Delegates enjoying the Gala Dinner at Gardens By the Bay
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This article is about Asia and its impact on the 
PGM market now and in the future, looking at it 
from the top down and giving you some of the 
detail in the individual sectors. 
 
PGMs and Singapore

I would like to begin with Singapore, which is 
well known as a substantial hub for business 
activity. When I looked at it from a PGM 
industry perspective using red dots on a map 
to delineate activity employing the use of 
PGMs whilst I was travelling on the plane to 
the conference, I realised the island strongly 
resembles a case of chickenpox! What I am 
trying to say is that there is, shall we say, a rash 
of activity of PGM business across the island, 
not only in what we know about vaulting and the 
financial district that we are in, but also in oil 
refining and the production of hard disk drives, 
along with many other manufacturing areas 
using PGMs, as well as a recycling hub. 

Agenda

Asia’s influence on PGM markets is a very 
broad topic, so I have tried to drill down to 
five major points, starting with what is PGM 
demand and what drives it? The demand 
drivers for PGMs are really discretionary 
purchases. Populations in Asia are growing 
richer, as we know, and that increasing 
affluence goes hand in hand with PGM 
demand. Then, getting to the nub of the 
story, which is mainly an automotive story, it 
is very much about palladium demand. With 

that in mind, how much potential stock exists 
in China? How might that volume of stock 
influence the market going forward? Overall, 
how might Asia’s influence on PGMs take 
place and what does that mean for the future 
of these markets? 

PGM (Discretionary) Demand

As I said, starting right at the top and 
looking at total global PGM demand, it is 
very much the discretionary purchasing of 
big-ticket items such as cars, jewellery and 
gadgets. Therefore, based on predicted 
future growth in the Asian middle class, 200 
million extra members of the middle class 
are a significant driver for demand. The bulk 
of PGM usage is in automobiles (about two-
thirds), with about 16% in jewellery. 

Disposable Income and PGMs

The bank of charts (see chart right) look 
at GDP per capita as a measure of wealth 
against PGM demand for China, Southeast 
Asia, Japan and India. As you can see, 
increasing wealth goes hand in hand with 
increasing PGM demand. Most of this 
growth has occurred since 2000. There 
was a slight lag in PGM demand in Japan, 
but it eventually rallied, and in a maturing 
economy, PGM demand naturally starts to 
tail off slightly going forward, but hopefully 
with strong marketing, it can be maintained.

Plant Projects Requiring PGMs in Asia

Perhaps not the core part of the story, but 
there is also a rash of PGM industrial activity 
across Asia. Here we are looking not at 
discretionary items, but reminding ourselves of 
just how useful PGMs are: they are employed 
in the refining of fuels, gasoline, diesel, nitric 
acid for fertiliser production, glass production, 
the manufacture of flat screen TVs and so on, 
as well as in electronics and many chemical 
applications. There are currently more than 
100 projects in Asia that are being tabled in 
numerous different applications using PGMs. 
All of that stacks up to a total of about a 
million ounces of platinum, but obviously that 
is not going to happen in a year – it could be 
spread over five years, perhaps longer. The 
new projects may lead to closures in capacity 
elsewhere in the world to make way for new 
production in Asia, but it is very exciting. There 
is a fairly large cluster near Singapore as well, 
so, again, Singapore is a very important hub 
for PGM demand in the future.

The Platinum-Group Metals Market: 
Asia’s Impact Now and in the Future 
By Beresford Clarke, Managing Director and Head of Research, SFA (Oxford) Ltd

This article is based on a speech which Beresford delivered at the 
LBMA/LPPM Conference in Singapore, 16-18 October, 2016.

10

8

6

4

2

0

2.5

2.0

1.5

1.0

0.5

0.0
1960 1970 1980 1990 2000 2010

CHINA: GDP per capita and 
autocatalyst PGM demand 

GDP per capita (lhs)

Autocatalyst PGM 
demand (rhs)

GDP per capita 
is more than 
8 times higher 
than in 2000

1960 1970 1980 1990 2000 2010

INDIA: GDP per capita and 
autocatalyst PGM demand

0.00

0.05

0.10

0.15

0.20

0.25

0.30

0.35

0.40

0.0

0.3

0.6

0.9

1.2

1.5

1.8

GDP per capita (lhs)

Autocatalyst PGM 
demand (rhs)

GDP per capita 
has more than 
tripled since 
2000

1960 1970 1980 1990 2000 2010

JAPAN: GDP per capita and 
autocatalyst PGM demand 

0
5

10
15
20
25
30
35
40
45
50

0.0
0.2
0.4
0.6
0.8
1.0
1.2
1.4
1.6
1.8
2.0

GDP per capita (lhs)

Autocatalyst PGM 
demand (rhs)

GDP per capita declined 
by 13% since 2000

1960 1970 1980 1990 2000 2010
0.0
0.5
1.0
1.5
2.0
2.5
3.0
3.5
4.0
4.5 SE Asia, GDP per capita

GDP per 
capita has 
more than 
tripled since 
2000

Source: SFA (Oxford) Ltd

Chart 1

U
S

 $
 0

0
0

’s
U

S
 $

 0
0

0
’s

U
S

 $
 0

0
0

’s
U

S
 $

 0
0

0
’s

koz

koz

koz



A L C H E M I S T  I S S U E  E I G H T Y  F O U R

17

Asia’s PGM Demand

Just to bring Asia’s PGM demand into focus, as 
I said to you before, it is very much a palladium 
story, as you can see on chart 2. Palladium 
automotive demand in Asia has grown from 
about 1.5 million ounces to just over 3 million 
ounces. As most of you will recall, since 2007, 
the palladium price has risen markedly – it is 
about three times higher – but this has been 
to the detriment of other end uses, particularly 
jewellery demand, which has come off quite 
considerably over the period.

For platinum, it is very much a jewellery story. 
Back in 2007, demand was about 1.5 million 
ounces. Close to 700,000 ounces of platinum 
demand has probably been added to the market 
since then, which is equivalent to the third-
largest producer’s output over the period. As 
a consequence, we have seen the growth of 
recycling during that period as well. The bottom 
line is that it is very much a gasoline automotive 
palladium story we are talking about in Asia. 

Asia’s Autocatalyst PGM Demand  
in Context 

We can put Asia’s autocatalyst PGM demand 
into perspective by comparing Asia against 
Western Europe and North America. If you 
look at 2007 and compare Asia to the other 
continents, you can see that Asia is very much 
in third place relative to the Western world. 
Go forward to 2016 and it is clear that Asia’s 
demand has jumped from under 3 million 
ounces to over 4.5 million ounces. Again, it is 
very much a palladium story that has driven 
Asia’s demand, with platinum and rhodium 
usage remaining quite stable over the period. 
Western Europe and North America are still 
struggling from a PGM perspective to recover 
from the financial crisis, to the detriment of 
platinum and rhodium demand. Again, you can 
see from chart 3 that palladium demand in all 
areas has increased since 2007

Autocatalyst Demand Potential in Asia

Looking to the future, an informative way of 
showing potential automotive demand is the 
vehicle ownership levels per thousand of the 
driving population. The ownership level in 
the USA is pretty much one car per person, 
compared to Western Europe and Japan, with 
very densely populated areas and sophisticated 
transport infrastructures, which have between 
500 and 600 cars per thousand of the driving 
population. As a continent as a whole, Asia is 
down at the bottom, with only 10% of people 
who can drive owning a car. There is huge 
potential upside in the region and the outlook 
to 2030 is for vehicle ownership to double 
to 20% of the driving population. This is not 
a massive percentage increase, but in terms 
of population, as in India and China, this 
represents a huge number of cars.

Most of the growth will come from China’s 
ownership accelerating from a very low level 
today to around 30% of the driving population 
potentially owning cars by 2030. Of course, 
all manner of events can happen in the 
meantime – we are looking at 13 years out. 
There is considerable macroeconomic stress 
worldwide, and it is more than likely that we will 
experience a recession at some point in the 
not too distant future. Additionally, technology 
change is appearing on the horizon. I noticed 
that someone had parked a BMW i8 in the front 
of the hotel yesterday – electric cars are not 
good news for the future of PGM automotive 
demand. Nonetheless, whatever happens, 
palladium demand will be significantly higher 
over the medium term than it is today.

 There is considerable 
macroeconomic stress worldwide, 
and it is more than likely that 
we will experience a recession  
at some point in the not too 
distant future. 

Palladium Stock in China

What does this mean? Well, in China, there 
has been a disconnect between imports of 
palladium and demand. From 2010 to 2014, 
imports of palladium flat-lined at between 1.2 
and 1.3 million ounces per year, which is a 
real ‘head scratcher’, but essentially much 
of the jewellery that was sold in China in 
between 2004 to 2011 – adding up to over 
5 million ounces – has been flowing back to 
market. Speaking to recyclers in China, there 
is a suggestion that these flows are starting 
to come off quite considerably, so how long 
will these flows last? Excitingly, from the 
palladium market’s perspective, as you can 
see, imports picked up quite considerably in 
2015. Certainly, year-to-date imports are up 
quite a bit, so we are starting to narrow the 
gap to demand, suggesting that maybe China 

is stocking up its palladium and it could start 
to draw in more stockpiles from other parts of 
the world. 

Palladium Demand, Balances and 
Price Volatility

Bringing that all together, autocatalyst demand 
for palladium has been exceptional in terms of 
growth for Asia. Looking at the supply-demand 
balance for palladium globally on a naked 
basis, excluding Russian stock sales, you will 
see that the palladium market has been in 
significant deficit for some time. If we look at 
our estimates of the palladium stockpiles, they 
started from a very high base of over 25 million 
ounces in the 1990s and have been coming off 
at a pretty rapid rate ever since. 
 
One plus two does not equal three, 
unfortunately, as price volatility has not 
reacted accordingly. As is apparent, since 
2008, price volatility has been dropping off, 
suggesting that there has been plenty of metal 
to supply demand. There was a slight breakout 
in price volatility recently, so I would suggest 
you keep an eye on this cockpit on your 
dashboard. The trade flows into China are also 
very good leading indicators of when a market 
squeeze might force palladium prices higher. 

Conclusion 

To conclude, Asia’s influence is set to strongly 
determine palladium’s future. Will it be boom 
and bust, which is a major concern – and, 
obviously, we want the sustainability of the 
palladium market to continue – or will we 
have a major recession somewhere along the 
line or technology shifts that help to extend 
the stockpile for longer? Either way, we think 
palladium is probably the most exciting 
market of the PGMs and it is certainly worth 
watching this space.
 

Beresford Clarke, In addition 
to his day-to-day running 
of SFA (Oxford), Beresford 
Clarke’s principal remit is 
responsibility for the analyst 
team, research and product 

innovation, and as lead research author. He 
has been a specialist PGM market analyst for 
over 10 years. In this time, his development 
and deep understanding of the market has been 
fast tracked with extensive industry exposure 
throughout the upstream and downstream 
PGM industry. His most recent initiative has 
been to develop interactive, internet-hosted, 
scenario databases for clients; the first being 
SFA’s cost modelling software called Insight.He 
has extensive upstream experience including 
high profile work in M&A defence, acquisitions 
and capital raisings ($5bn to date), project 
valuations, on-site mine restructuring, feasibility 
studies, industry workshops and Board-level 
motivations and strategy. He officially joined SFA 
(Oxford) in 2005 as an analyst, having worked 
with the company since 2003. He was promoted 
from Senior Analyst to Head of Research 
and Principal Market Analyst in 2008, before 
becoming Managing Director in May 2013. 
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2016 Forecast Survey Winners  
By Aelred Connelly, LBMA Public Relations Officer

For the 2016 Survey, analysts had on average 
forecast only modest price increases for all 
four metals during 2016. However, all of 
them performed much better in 2016 than 
analysts had expected, with gold ending the 
year 13% above analysts’ average forecast, 
silver +16%, and both platinum and palladium 
+8%. Against this background, clearly those 
analysts who had adopted a bullish outlook 
would be putting themselves into contention 
for the coveted prizes. Congratulations 
therefore go to the winning analysts, 
particularly to Joni Teves who managed to 
scoop two prizes, with winning forecasts 
for both gold and silver. George Coles took 
the prize for platinum and Bernard Dahdah 
claimed the winning forecast for palladium. 
Warm congratulations to all three analysts, 
who will each receive a 1 oz gold bar, which 
this year have been kindly donated by PAMP.

Many thanks to all the forecast contributors 
and PAMP for the generous donation of the 
winning prizes. The results of the 2017 
Precious Metals Forecast Survey will be 
published at the end of January, 2017.

Joni adopted the most bullish outlook for 
both gold and silver, and this approach 
meant that she was comfortably ahead of 
her nearest rivals despite the fallback in the 
gold and silver price in the second half of the 
year. For gold, she scooped the prize with a 
forecast of $1,225, just 2% off the actual 
average for the year of $1,251. Jim Steel 
took the runner-up spot with his forecast 
of $1,205 and Thorsten Proettel took third 
place with his forecast of $1,185.

Joni also scooped the prize for silver, again 
by taking the most bullish position of all 
the analysts, with a forecast of $17.20, 
impressively a mere 6 cents off the actual 
average price for the year of $17.14. In 
second spot, was Dmitry Kolomytsyn with 
his forecast of $16.25, and on his coat tails 
to claim third prize was William Adams with 
his forecast of $16.20.

Taking the first prize for platinum was George 
Coles with his forecast of $980, just $7 
off the actual average price of $987.  
Daniel Briesemann and Suki Cooper, whose 
respective forecasts were $1,000 and $978, 
were close behind. However, Suki just claimed 
second place with Daniel in third.

Winning the first prize in the palladium 
category was Bernard Dahdah, with his 
forecast of $610, less than $4 off the actual 
average price of $613.72. This followed 
Bernard claiming first prize for gold in last 
year’s competition, so well done to Bernard. 
There was another photo finish for second 
place, with both Junlu Liang and Bart Melek 
tied with their forecast of $625. Again, taking 
into account their forecast ranges it was 
Junlu who claimed second spot by virtue of 
a narrower forecast range, leaving Bart in 
third spot.

2016 LBMA Forecast Survey Winners

Metal Actual Average 1st half Jan 2016(a) Average Analysts’ 2016 Forecast Actual 2016 Average Price Winning Forecast 2016 Winning Analyst Company

Gold $1,091 $1,103 $1,251 $1,225 Joni Teves UBS

Silver $13.98 $14.74 $17.14 $17.20 Joni Teves UBS

Platinum $864 $911 $987 $980 George Coles Metals Focus

Palladium $503.78 $568 $613.72 $610 Bernard Dahdah Natixis

(a) 4th to 14th January, 2016 inclusive.

The London Bullion Market Association Precious Metals Forecast 
Survey attracts the top analysts from the international precious metals 
market. The objective is to forecast as accurately as possible the 
average, high and low price range of the four main precious metals 
for the year ahead. The analyst who is closest to the average price 
in 2016 wins (based on the average $ daily LBMA pm prices). In the 
event of a tie, the forecast range is taken into account. 



A L C H E M I S T  I S S U E  E I G H T Y  F O U R

19

Regulation Update 
By Sakhila Mirza, LBMA General Counsel 

Precious Metals Code
A significant piece of work that the LBMA has 
been working on is the Precious Metals Code. 
This Code replaces the current Non-Investment 
Products (NIPs) Code, which covers the foreign 
exchange markets, the money markets and 
also the bullion markets. Following the Fair 
and Effective Markets Review, the NIPs Code 
has been separated into three specific codes: 
Foreign Exchange Code, The UK Securities 
Lending, Repo and Money Market Code, and 
the Precious Metals Code (PMC).

The regulatory authorities tasked the LBMA 
with the drafting and ownership of the PMC. 
This is an opportunity for the market to shape 
best practices and guidance for industry 
participants, and will contain definitions, 
ethical principles, business conduct pre-
trade, post-trade and execution, governance, 
risk management and compliance, and 
management of conflicts of interest. The PMC 
also contains practical examples that help 
develop the key principles of the PMC.

The Code will apply to brokers, central banks, 
sovereign wealth funds, benchmark providers 
and other market participants. It will not apply 
to non-tradeable price streaming platforms, 
private banking or the general retail public. 

The PMC has been launched for public 
consultation and the LBMA strongly 
encourages market participants to use this 
opportunity to comment and assist in the 
development of its principles and examples. 
Please contact sakhila.mirza@lbma.org if you 
have any questions or would like to participate.

Webinars
The LBMA will also be continuing to host 
webinars to introduce key regulatory aspects 
affecting the precious metals industry and 
their impact on market participants. The next 
webinar is scheduled to take place in Q1 2017. 
Watch this space!

Responsible Gold Guidance
In Q2 2016, the LBMA announced the 
introduction of a Responsible Sourcing 
Programme for Silver. The announcement 
was highly anticipated from downstream 
companies as well as refiners, many of whom 
already had the appropriate risk systems 
and management structures in place due 
to compliance under the LBMA’s RGG. The 
LBMA has met with external consultants, 
key industry players and other relevant 
stakeholders, as well as the OECD, in order 
to discuss the best approach for launching a 
Responsible Silver Guidance. 

It has been four years since the LBMA launched 
its Responsible Gold Guidance (RGG). The 
LBMA RGG extends the OECD Gold Supplement 
for Refiners and builds on existing Anti-
Money Laundering and Know Your Customer 
management systems and auditing practices. 
It also makes the voluntary OECD Guidance 
system mandatory for all LBMA Good Delivery 
gold refiners wishing to be accredited for the 
London Bullion Market. Reports under the final 
wave of audit report submissions have been 
received and are under review.

Both refiners and auditors have been working 
diligently with the LBMA to ensure that 
the implementation of the RGG guidelines 
continues to be successful. Compliance 
with best practices is strongly encouraged. 
Refiners have made excellent progress to 
further improve their internal processes and 
procedures, and to be proactive in complying 
with the updated RGG provisions. Failure 
to comply with the RGG has led to refiners 
being transferred to the Former List. The 
LBMA has also focused on strengthening the 
auditing aspect to the RGG, with two training 
sessions held in 2016 as well as the Auditor 
Review Programme.

The conference by the industry for the industry 

The LBMA/LPPM Precious 
Metals Conference 2017
Hotel Arts
Barcelona
15 -17 October, 2017

Save the Date and Registration Opens soon.  
See www.lbma.org.uk for further details
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Mandatory EU Conflict Minerals 
Regulation Announced
Banks and all importers of monetary gold in scope
By Manuela Burki, LBMA Compliance Officer 

Introduction
In November 2016, the European authorities 
agreed the final text to the Conflict Minerals 
Regulation 2014/0059 (Regulation). The 
purpose of the Regulation is to standardise 
and set out an agreed framework for 
mandatory due diligence obligations for 
importers of tin, tantalum, tungsten and gold 
(3TG) originating from conflict-affected and 
high-risk (CAHR) areas. 

Who will be affected?
The Regulation will impact importers of tin, 
tantalum, tungsten and gold originating from 
CAHR areas, which includes gold doré and 
monetary gold. Importers include international 
banks, traders and refiners, amongst others, 
that are located inside or outside the EU and 
that bring these metals into the EU. Only 
importers over a certain threshold (currently 
proposed at 100kgs) will be affected – the 
European Commission (Commission) has been 
tasked with finalising the minimum limits by 
way of delegated act. These thresholds, as 
well as dedicated provisions targeting smaller 
companies and the exclusion of recycled 
materials, have been designed to minimise 
the burden from disproportionate obligations.

Downstream companies that use the refined 
metals and minerals entering the European 
Union will also be captured by mandatory 
reporting and transparency requirements.

What are the obligations under  
the Regulation?
The Regulation is characterised by its 
reliance on, and recognition of, existing 
industry schemes. European Union 
importers within scope will be alleviated 
from conducting their own independent 
third-party audits if they can demonstrate 
that they source exclusively from a list of 
refiners known as the ‘white list’ (published 
annually). These refiners will be identified 
by the Commission with the help of industry 
programmes and must have demonstrated 
successful completion of an independent 
third-party audit report against a recognised 
industry scheme.

As well as reinforcing all the work that 
refiners are doing, this regulatory approach 
widens the burden of responsible sourcing 
due diligence practices to include importers 
(such as banks) and ensures a consistent 
standard of due diligence without additional 
obligations on the refiners beyond the 
recognised industry schemes.

Some of the new obligations on importers will 
also include annual online reporting on internal 
policies and supplying as much information as 
possible on the supply chain (within the limits 
of business confidentiality/competition) to its 
downstream counterparties.

When will it come into effect?
The Regulation will enter into force in April/
May 2017, with implementation commencing 
in April/May 2021.

Is the EU Regulation different from the US 
Dodd-Frank Legislation?
Yes. The most significant difference is that 
the Regulation does not limit conflicted 
affected areas to the Democratic Republic 
of Congo and the surrounding countries. The 
Regulation is based on the OECD framework, 
which has a global scope. All importers will 
be required to demonstrate management 
systems which effectively assess whether 
the origin of mined gold is a conflict-affected 
or high-risk area and risk processes which 
aim towards mitigating the risks identified in 
the OECD framework. It is important that the 
OECD Due Diligence Guidance encourages 
companies to source responsibly from these 
areas, as opposed to boycotting them. 
Fortunately, the LBMA Responsible Gold 
Programme, launched in 2012, is already 
based on the OECD Due Diligence principles. 

LBMA to apply for EU recognition for the 
Responsible Gold Programme
An important step in preparing to transition 
under the Regulation has been the Alignment 
Assessment of industry schemes, including 
the LBMA Responsible Gold Guidance, led by 
the OECD.

To gauge the alignment and coherence 
of initiatives against the OECD Guidance, 
the OECD has been running a pilot test of 
its methodology with a focus on industry 
schemes’ standards and the way those 
standards are executed and managed. After 
on-site interviews with those managing 
industry schemes, observing refiners’ audits 
and extensive documentation review, the 
OECD is drafting the final report which is 
scheduled to be made available from May 
2017. The report will assist the Commission 
in determining which industry schemes to 
recognise. The LBMA looks forward to the 
opportunity to incorporate suggestions and 
feedback into the ever-increasing standards 
of the Responsible Gold Guidance and will 
ultimately apply for the Responsible Gold 
Programme to be officially recognised as 
compliant under the new law.

Next steps
There will be a transitional period to allow for the 
Commission’s recognition of industry schemes. 
The LBMA will continue to monitor related 
developments and will provide guidance to its 
members on compliance with the Regulation.

Manuela Burki, LBMA 
Compliance Officer 
Manuela supports the 
LBMA’s General Counsel in 
managing and developing 
the compliance programme 

across the LBMA’s work including Regulatory 
Affairs, Responsible Gold, Due Diligence and 
also following the developments in Financial 
Regulations. As well as representing the 
interests of the LBMA in relation to the public, 
the bullion market’s regulators and other 
official bodies regarding regulatory issues, 
she also supports the Chief Executive and 
the Management Committee on the strategic 
regulatory development of the Association.

She read Law at University College London 
and graduated from Sciences-Po, Paris,  
with a Master’s in Financial Regulation and 
Risk Management.
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Editorial Comment: 30 Years On
“Errors, like straws, upon the surface flow; He who would search for 
pearls, must dive below” John Dryden (1631-1700) 
By Dr Paul Fisher, Chairman of the LBMA

2016 – what an unpredictable year! From 
the Brexit referendum in the UK and the 
success of the Leicester City Foxes in 
England to the election of Donald Trump and 
the curse-breaking World Series win of the 
Chicago Cubs in the US. 

But back in 1987 when the LBMA was set 
up, the UK already had its first female prime 
minister, Everton FC was the surprise English 
soccer champions and the US had an ex-star 
of the screen as President. So, perhaps 
we should all be less surprised at the 
occurrence of ‘unpredictable’ events. 

Last year was certainly an important one for 
the LBMA, which made the most important 
governance changes in its 30-year history. In 
my view, the changes proposed by the then 
Management Committee and the Executive, 
and endorsed by the members, were 
necessary, timely and right. Financial markets 
need to move forward from the turbulence of 
the past 10 years. Not only must standards of 
governance and conduct improve, they need 
to be seen to have improved, even where they 
were previously working satisfactorily. 

I was delighted to be chosen as the first 
‘independent’, non-executive chair of the 
new LBMA Board at a time when such 
significant changes were in train. My personal 
career over the past 30 years had become 
increasingly focused on public policy in 
relation to the economy and financial markets. 
That was because markets play such a crucial 
role in allocating resources efficiently between 
competing ends, and do so to the benefit 
of society as a whole. One major lesson 
from the Great Financial Crisis is that when 
financial markets are not functioning, the 
wider economy also fails. Getting financial 
markets operating effectively is therefore vital 
for higher living standards globally, in terms 
of the level and distribution of wealth, and in 
social dimensions such as helping to deliver a 
green planet, not a ‘greenhouse’ planet. 

Climate change has become one of my 
personal interests in the past few years. In 
particular, helping to raise awareness of the 
risks to the asset portfolios of institutional 
investors, not just from the physical effects 
of climate change which will play out over the 
next few decades, but the more immediate 
financial risks from government policy changes 
designed to mitigate global warming. Many 
people mistakenly think that climate change is 
a risk for the future. But not only has the world 
already warmed significantly, we have already 
seen major changes in asset prices resulting 
at least partly from changes in energy policy 
(as investors in US coal giant Peabody Energy 
Corporation can testify: it filed for Chapter 11 
bankruptcy in April 2016). As governments 
around the world take further actions to meet 

their commitments from COP21 in Paris 2015, 
one can expect to see more of the same. 

As the LBMA expands its Responsible Sourcing 
programme in 2017 to include silver, it will 
be looking to address critical environmental 
issues within aspects of the LBMA’s work. 
Indeed, there are numerous regulatory issues 
which impact on the Responsible Sourcing 
programme and the LBMA needs to ensure that 
it stays ahead of the game. An update on these 
and other regulatory issues can be found on 
pages 19 of this edition of the Alchemist.

But what else lies in store for bullion in 
2017? The LBMA is on track to deliver the 
first stand-alone Code of Conduct for the 
bullion market – a strategic development 
that needs market-wide acceptance and 
implementation. A good start has been made 
with the drafting, but it will be a much better 
Code if market participants take on board the 
spirit of what is required and help shape its 
provisions. So please get your thinking caps 
on and your comments in.

The LBMA is also on track to develop a 
system of trade reporting with the help 
of new partner Cinnober. This will be vital 
to underpin market transparency – not 
something which, rightly or wrongly, the 
bullion market has previously been renowned 
for. It will provide the LBMA with powerful 
new evidence to put in front of official 
regulators when decisions are being made 
that affect the future of the market. And 
once the basic trade reporting system is in 
place, further services can follow – watch out 
for news and developments in coming years.

My first impressions as Chair of the LBMA, 
coming back to an organisation which I had 
known quite well before the Great Financial 
Crisis, is that for all the market and political 
uncertainties, the bullion market seems to 
be weathering the storms pretty well. The 
Net Stable Funding Ratio (NSFR) may prove 
to be a significant challenge to that, so it is 
important that we persevere with efforts to 
get changes made. But the general mood 
of most people at the annual conference in 
Singapore in October – with its high level 
of attendance – seemed to be reasonably 
positive. And the conference itself was 
remarkably well run – my congratulations 
to those in the LBMA team who were 
responsible. The conference is reviewed on 
pages 14-15.

But the LBMA cannot afford to rest on its 
laurels. It is important that the Association 
represents as many participants in the 
bullion market as possible if it is to serve 
well in its capacity as the competent 
authority. The LBMA needs to talk more to 
exchanges, producers, central banks and 

sovereign wealth funds, and even to hedge 
funds, making it clear what the LBMA has to 
offer and seeking to ensure that the whole of 
the market is playing to the same rules.

While communications and understanding 
within the LBMA membership seem to me 
to be at a high level, there appears to be 
a thorough lack of understanding by some 
observers on the outside. That may not 
have mattered in the past – the mystique 
historically attached to gold somehow 
seems to add to its attractiveness – but 
surely it will matter going forward. So the 
LBMA must reach out somewhat beyond its 
own domain and improve transparency and 
understanding wherever it can.

So, building on the excellent work of the 
previous Management Committee (with sincere 
thanks to Grant Angwin as Chair, for leading 
it through such far-reaching changes), there 
is a long agenda ahead of us on the Board – 
bedding down the governance changes in the 
LBMA itself, interacting with official regulatory 
initiatives, whilst also introducing new codes 
ourselves, and widening and deepening our 
external communications. Welcome to 2017!

Dr Paul Fisher, Chairman of 
the LBMA. After a 10 year 
academic career, Dr Paul 
Fisher was a senior figure 
at the Bank of England for 
26 years, retiring in July 

2016. He served as a member of the Monetary 
Policy Committee, the interim Financial Policy 
Committee and the PRA Board. During the Great 
Financial Crisis he worked in the Markets Area 
of the Bank, from March 2009 as Executive 
Director, with responsibility for the Bank’s QE 
purchases, management of the UK’s foreign 
currency reserves and the Bank of England’s 
balance sheet more broadly. 

Previously, from 2002, he ran the Bank’s Foreign 
Exchange Division where he had a constructive 
relationship with the LBMA and developed a 
working knowledge of the bullion market. 

In June 2014 he was appointed Deputy Head of 
the Prudential Regulation Authority and has been 
writing on matters of financial stability, policy co-
ordination, competition policy, and supervision 
and regulation. He also briefly served as 
Executive Director for Insurance Supervision and 
co-ordinated the Bank’s work on climate change.

Among a range of outside positions he 
currently chairs the board of trustees at the 
London Institute of Banking and Finance and 
he is a visiting professor in economics and 
finance at Richmond University, the American 
International University in London.
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LBMA News 
By Ruth Crowell, LBMA Chief Executive

Membership

The membership consists of 147 companies, 
including 13 Market Makers, 57 Full Members, 
10 Affiliates and 67 Associates. The current 
breakdown by category of membership for Full 
and Associate membership is illustrated in the 
pie charts below:

Good Delivery List
Hindustan Platinum Pvt. Ltd was added to the 
LBMA’s Silver Good Delivery List, effective 2 
November 2016.

There are currently 71 refiners on the Gold 
Good Delivery List and 81 on the Silver Good 
Delivery List, with three active applications for 
silver, all of which are at Stage 1.

LBMA Board
The main focus of the Board has been 
the LBMA’s governance and strategic 
development. With regards to governance, 
Grant Angwin formally stepped down at the 
end of December 2016 from his role as 
Co-Chairman of the LBMA, although he will 
continue to remain as a member of the Board. 
The LBMA would like to thank Grant for all 
his hard work throughout his two-and-a-half-
year tenure as Chairman. This leaves Dr Paul 
Fisher, as Chairman of the LBMA, see page 23 
for his vision for the Future in the Editiorial.

The Board has been focused on an ever 
full agenda in recent weeks, including a 
review of the Subcommittees’ Terms of 
Reference and working closely with Cinnober 
Boat, the successful solution provider in 
relation to the recent RfP process. Other 
important items that the Board is focused 
on include continuing to lobby authorities 
to abandon proposals in relation to the Net 
Stable Funding Ratio (NSFR) for gold and all 
precious metals. The Board also helped to 
prepare the draft version of the new Precious 
Metals Code, which is currently the subject 
of a market-wide consultation. The LBMA 
would encourage as many of you as possible 
to provide feedback and comments on the 
Code ahead of the deadline of 28 February 
2017. Please refer to the LBMA’s website for 
further details. 

Subcommittees

Regulatory Affairs Committee 
The Committee continues to provide guidance 
to the LBMA in respect of a raft of regulatory 
developments as well as helping the LBMA to 
provide support and advice to the wider LBMA 
membership. Particular examples of issues 
which the Committee is currently focused on 
include NSFR, the Market Abuse Regulation 
regime, Margin Requirements for Non-Cleared 
derivatives, the new draft Precious Metals Code 
referred to above, as well as the EU Conflict 
Minerals legislation (for the latter, please refer 
to the feature article on page 21 for further 
details). For other regulatory information, 
please read the Regulation Update on page 19. 

Physical Committee 
The Physical Committee has been focused on 
an ever expanding range of issues, including 
the continued enhancement of the integrity of 
the Good Delivery Lists, processing new and 
existing GDL applications, and the continued 
development of the responsible sourcing 
programme to encompass the implementation 
later this year of the Silver Responsible 
Sourcing Policy Guidance. The Proficiency 
Testing scheme has been extended to include 
silver and the report will be presented at the 
Assay and Refining Conference, which will 
take place on 19-22 March 2017.

Membership Committee
The Committee’s work continues to focus 
on the development and implementation 
of the Due Diligence Policy. The Executive 
has completed the pilot scheme and is 
incorporating into the application process 
lessons learnt from this review. The execution 
of the full Diligence Policy has begun on a 
staggered basis for all members. Once this 
scheme is finalised, the changes to the 
application process will be implemented in 

the new online application process, which 
will be delivered through the new Customer 
Relationship Management (CRM) portal. This 
online application process will be launched 
later in 2017.

The Committee is also processing a number 
of new applications for Full Member, 
Associate and Affiliate status. Any companies 
including refiners, producers or central 
banks that may be interested in applying for 
membership are invited to contact the LBMA 
Executive at mail@lbma.org.uk. 

Public Affairs Committee
The LBMA would like to thank the Public 
Affairs Committee for its diligent work, 
particularly with regard to the speaker 
programme, which helped to deliver what was 
widely regarded as the best Conference yet 
in Singapore. A full review of the Conference 
can be found on pages 14-15, but the PAC 
has certainly made Singapore a tough 
act to follow. Nevertheless, it has taken 
into account some of the feedback from 
delegates in Singapore to help ensure that 
this year’s Conference in Barcelona will be 
even better. As well as looking at how the 
Conference programme can be refreshed, it 
is considering how we can deliver ever better 
networking opportunities for delegates, for 
example, by introducing longer coffee breaks 
and use of new technologies.
 
The Committee are also focused on other 
LBMA events in 2017, including preparations 
for the Annual Party on Thursday, 2 March 
2017. Registration for the event is now open 
and members are encouraged to refer to their 
Official Member contact, who is responsible 
for co-ordinating registrations. 

Finally, this year, the Committee is proposing 
to sponsor two PHD students to undertake 
research on precious metals related projects. 
The two bursaries will be advertised in 
academic journals in early 2017, inviting 
proposals from suitable candidates. 

Finance Committee
The Committee has been focused on 
finalising the end-year budget and accounts, 
including those relating to recent LBMA 
events, for example, the Conference in 
Singapore and the Biennial Dinner. They 
are also working on the budgets for future 
events including the Assay and Refining and 
Barcelona Conferences. 

One of the other areas that the Committee 
has been looking at is to develop the budget 
over the next three-year horizon. This work 
will ensure that the LBMA continues to meet 
the growing needs of the market and avoid 
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future disruption. The Committee and the 
Board will re-evaluate long-term funding once 
the strategic review is complete to ensure 
stability for the Association.

Going forward, the emphasis will be 
on delivering improvements in account 
management processes to deliver even 
further transparency and forecasting 
capability for both the LBMA and its 
subsidiary, Precious Metals Pricing Limited 
(PMPL), as separate entities. Looking to 
the future, the Committee is monitoring the 
financial management integration workstream 
of the LBMA’s exciting new customer 
relationship management (CRM) project, 
which will be launched later this year. Look 
out for further member communications for 
updates on the CRM project. 

LBMA Staff 
The LBMA is delighted to announce three new 
promotions. Ed Blight has been promoted 
to the position of Chief Finance Officer, Neil 
Harby to the position of Chief Technical 
Officer with Varsha Peiris replacing Neil as the 
Good Delivery List Officer. 

The LBMA is sorry to announce the 
resignations of two valued members of staff: 
Juan Modinger, Executive Assistant, and 
Chloe Wright, Office Administrator. The LBMA 
would like to thank them for their contribution 
to the work of the Association and wish them 
both well in the future. 

FEB
06 -  09 
Investing in African Mining Indaba
Cape Town, South Africa
www.eiseverywhere.com/ehome indaba2017/
home

MAR 
02
LBMA Annual Office Party
Bounce
241 Old Street, London, EC1V 9EY
www.lbma.org.uk

19  - 22
LBMA Assay & Refining Conference
Royal Garden Hotel
Kensington, London, UK, W8 4PT
www.lbma.org.uk

APR
05 -  07
Mines & Money Asia 2017
Hong Kong Convention and Exhibition Centre
Hong Kong
asia.minesandmoney.com/

9 -  10
2017 Dubai Precious Metals Conference
Venue to be announced
www.dpmc.ae/

19 -  20 
European Gold Forum 2017
Park Hyatt, Zurich, Switzerland
http://www.europeangoldforum.org/egf16/

MAY
10 -  11
121 Mining Investment London
ETC Venues, 8 Fenchurch Place, London, UK
http://www.weare121.com/121-mining/

15 -  19 
LPPM Platinum Week
London, UK
www.lppm.com/

SEP
18 -20
2017 Precious Metals Summit Beaver Creek
Park Hyatt Beaver Creek
Colorado, USA
www.precioussummit.com/event/2017-
summit-colorado/

29 -30
Coinex 2017
The Ballroom, Millennium Hotel, London, UK

OCT 
15 -17
LBMA/LPPM Precious Metals Conference
Hotel Arts
Barcelona, Spain
www.lbma.org.uk

30/10-3/11
LME Week
London, UK
https://www.lme.com/news-and-events/
events/metals-seminar/

NOV
07-08
2017 Precious Metals Summit Zurich
Park Hyatt Zurich, Switzerland
www.precioussummit.com/event/2017-
summit-zurich/

DIARY OF EVENTS FOR 2017

Market Moves

Gary Gong joins  
Metals Focus
Gary Gong has joined Metals Focus. 
He will be based in Shanghai covering 
Mainland China and Hong Kong. 
Previously, he spent five years as a 
Business Development Manager at 
Platinum Guild International. Prior to that 
he worked for Danone and Kraft Food 
for seven years, focusing on sales and 
customer management.

Vikram Mehrotra joins  
ANZ Bank 
Vikram Mehrotra joined ANZ Bank in 
December 2016 as Regional Head for 
Precious Metals Sales. He would be 
covering Asia for physical precious metals 
and would be responsible for expanding 
the business in South and South East 
Asia for ANZ. 

He holds a Master’s degree in 
Management and began his career with 
MCX as Product manager for bullion in 
2006, before working for ICICI Bank and 
Axis Bank on their precious metals desk 
in India until 2014. He has also worked 
closely with Indian regulators on policies 
for import of gold in India. Prior joining 
ANZ, Vikram was with Edelweiss group 
based in Singapore and the setup desk for 
Bullion trading in South East Asia.

Aneesh Deshpande joins 
Limpid Markets 
Limpid Markets welcome the arrival of 
Aneesh Deshpande who will take care 
of product development and customer 
relationship management for our new 
physical trading platform, worldwide. 
His extensive experience in the physical 
gold market spanning 20 years will be 
invaluable to deliver again the great deal 
arranging services Limpid Markets is 
known for. 
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During the third quarter of 2016, 
the global producer hedge book 
contracted by 13 tonnes on a 
delta-adjusted basis, representing 
a 5% decrease on the hedge 
book total at the end of Q2 2016. 
As a result, the hedge book 
stood at a total of 282 tonnes 
at the end of September. Over 
the third quarter, participation by 
Australian-based operators fell 
by 54% on a gross hedging basis 
as gold prices were range-bound 
over the period. 

The majority of producers 
decreased their hedge positions 
during the quarter, with net 
de-hedging undertaken by 47 
companies and hedging by  
18 companies.
 
The largest individual hedge 
book reduction, responsible for 
16% of gross de-hedging, was 
attributable to PJSC Polyus, which 
reduced its hedge position by 
seven tonnes through deliveries 
into barrier options. Meanwhile, 
Newcrest Mining and Evolution 
Mining both delivered into their 

forward sales contracts on a 
combined estimate of seven 
tonnes. Minera Frisco and 
Fresnillo plc were amongst the 
five largest de-hedgers, with a 
combination of forward sales and 
option contracts. Together, these 
five companies accounted for 
nearly 50% of gross de-hedging 
over Q2 2016.
 
Following the United Kingdom’s 
decision to leave the European 
Union, few reports on new 
hedging surfaced during Q3 
2016. Most notably, in early July, 
Harmony Gold announced that 
it had entered into a two-year 
forward sale agreement covering 
20% of the company’s forecast 
production, or 13 tonnes, at 
R682,000/kg ($1,546/oz at 
market close on 9 January 2017). 
The forward sale came five 
months after Harmony hedged 
nearly one-third of the company’s 
US dollar gold sales using a 
Rand/US dollar zero-costless 
collar. At the time of writing, 
Harmony Gold is the second gold 
producer after B2Gold to put in 
place rand-denominated hedges.
 
The second-largest hedge on a 
delta-adjusted basis was entered 
into by New Gold, which in late 
September entered into a second 
collar structure covering four 
tonnes of production for delivery 
over the first half of 2017, with 
a floor price at $1,300/oz and a 
ceiling price at $1,400/ oz. The 
company’s objective is to provide 
further cash flow stability over the 
construction period of the Rainy 
River Project. The company is 
amongst the few gold producers 
which have opted to enter into 
collar premium structures rather 
than zero-cost collars.

Elsewhere, St. Barbara Mines 
entered into a second tranche 
of forward sales covering two 
tonnes of production over the 
second half of 2016 and the first 
half of 2018 at an average price 
of $1,338/oz. The gold forward 
contracts seek to provide cash 
flow security over the repayment 
of the company’s outstanding 
secured notes. Between these 
two tranches, St. Barbara Mines 
has hedged nearly 30% of the 
company’s anticipated production 
over the next 12 months.

Also in July, Ramelius Resources 
announced that it had entered 
into two additional tranches of 
gold forward contracts covering 
one tonne of production for 
delivery over the second half of 
2017 and the first half of 2018. 
Both tranches secure an average 
sale price of Aus$1,830/ oz over 
the above-mentioned period. 
Interestingly, Ramelius was the 
only producer amongst the Top 
10 Aussie gold hedgers to add 
to its book, and in the process 
it breached the 55% hedge ratio 
mark for the second half of 
2016 – going against the trend 
amongst producers in this space.
 
Finally, Aurelia Metals was the 
third Australian gold producer to 
make headlines in July in relation 
to a gold hedge. The company 
entered into a gold forward 
contract covering just under one 
tonne of production over the 
remainder of 2016 at an average 
price of Aus$1,785/oz.
 
Following five quarters of 
successive hedge book 
expansions and an unsurprising 
13-tonne contraction in the 
third quarter, activity over Q4 
2016 appeared to favour option 
contracts over forward sales 

as risk reversals tumbled, 
signalling investor fears. We 
consider it probable that a 
moderate amount of hedging 
will emerge in the fourth quarter 
due to the uncertainty that gold 
prices posed over margins at 
important operations. 

Russian gold producer PJSC 
Polyus took centre stage early 
into the fourth quarter following 
the announcement of its second 
restructure of its revenue 
stabiliser programme. The 
restructure over FY2020 echoes 
Polyus’s announcement in early 
October of its mid-term annual 
production target of 84 tonnes 
expected to be achieved in 2020 
– a substantial increase against 
FY 2015 production of 55 tonnes.

With producers drawing up 
plans for FY17 and Australian 
producers having shaken off 
earlier signs of ‘hedging fatigue’, 
we expect to see gold miners 
take a tactical stance on hedging 
using intra-year forward contracts 
as key technical levels are 
broken to the upside. Although 
the openness towards hedging 
by investors and producers will 
extend into 2017, non-US dollar-
denominated activity will subside. 
As a result, GFMS forecasts 
that a modest 33 tonnes of de-
hedging will emerge in 2017.

Dante Aranda, 
Analyst, Mine 
Economics, 
Thomson 
Reuters  

Dante began his career in the 
commodities market in 2010 
when he joined Thomson Reuters 
in Toronto as a commodities 
specialist, working with a broad 
range of natural resources 
companies. Now based in London 
as a precious metals mining 
analyst, he is heavily involved 
in the team’s modelling of mine 
production and industry costs 
using Matlab and VBA and is also 
a leading contributor to the GFMS 
team’s technical analysis. Prior 
to Thomson Reuters, he worked 
at Banco de Credito del Peru as a 
Junior Trader on the FX structured 
products desk. He holds a BSc 
(Honours) in Financial Economics 
& Applied Statistics from the 
University of Toronto, where he 
specialised in Econometrics.

facing 
facts
By Dante Aranda, Analyst, Mine 
Economics, Thomson Reuters, GFMS
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The chart displays the delta impact that FX movements, interest rates, volatility and US dollar gold price had on the hedge book balance, along with the underlying hedging and de-hedging 
actions by mining companies
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Waterfall chart: Delta-adjusted hedge book sensitivity
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The Seventh LBMA Assaying  
and Refining Conference
The Royal Garden Hotel 
Kensington, London
19-22 March 2017  

Registration now open – please refer to www.lbma.org.uk  
for more information or email events@lbma.org.uk

An excellent range of speakers are lined up for the 
Conference to offer their unique insights. Of particular 
interest is the Keynote Speaker, the highly distinguished 
Professor Kim Esbensen of the Danish Geological Survey 
and also of Aalborg University. Professor Esbensen will talk 
about ‘Sampling Theory and Practice’. He is a leading expert 
in sampling, chemometrics and Process Analytical Technology 
(PAT) and he is a recipient of the Pierre Gy’s Gold Medal 
(2013) awarded for ‘excellence in teaching and application of 
the Theory of Sampling’.To see the full speaker programme 
and further information relating to the Conference please 
visit the LBMA’s website at www.lbma.org.uk
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Take hold of the future with technology that scans and verifies 

the unique surface profiles of bullion coins and bars, just like 

matching a fingerprint, from the palm of your hand.

Compatible only with iPhone versions 6 and up.
Please visit pamp.com/veriscan for further details.


