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CGSE Signs Agreement with Finemetal Asia for Membership by Invitation Offered to a Swiss Proprietary Physical Precious Metal Company

A SIREB S HMFinemetal Asia /A

EESATMBR Q7
= Signing Ceremony for Membership by Invitation

belween The Chinese Gald & Sliver Exchange Society and Finemetal Asia

A 78 : Finemetal Asia Limited & i 18 % 42 25Padraig Seif * /&Domenic Parli + ZSIRERREER « ARERTELEM  REASIEEER -
From Left: Mr. Padraig Seif, Chief Operating Officer of Finemetal Asia Limited; Mr. Domenic Parli, President of Finemetal Asia Limited; Mr. Haywood Cheung, President of CGSE;
Mr. Jason Li, Legal Advisor of CGSE and Mr. Steven Chan, Vice President of CGSE.
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CGSE Signs Agreement with Finemetal
Asia for Membership by Invitation
Offered to a Swiss Proprietary Physical
Precious Metal Company
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As part of the active efforts to expand physical precious metal
businesses in recent years, Chinese Gold & Silver Exchange
Society (hereinafter referred to as ‘CGSE’) has decided to issue
up to five memberships by invitation to international metal
companies. CGSE announced that it has granted the invitation-
based membership to Finemetal Asia — the first Swiss-based
precious metal company which was incorporated in Hong
Kong. Finemetal Asia will provide CGSE with 999.9 fine kilobar
(gold) accredited by the London Bullion and Market Association
(LBMA).

By launching the scheme of membership by invitation,
CGSE could enlarge and enrich its membership base with
the recruitment of international bullion and silver dealers and
precious metal fabricators. These new international members of
CGSE will have instant access to a broader Asian platform of
precious metal trading, and the new-found opportunity to forge
a closer relationship with mainland China’s investors. Meanwhile,
the invited members are able to provide an additional and larger
quantity of physical gold and silver on the supply side of the

Hong Kong precious metal market.

aywood Cheung, President of CGSE, said: “In the
bSE _has never submitted a proposal for cooperative

precious metal businesses at the Shenj

A 78 : Finemetal Asiamiis & IHE 2 E5Benny Lui
Adolf Schild ~ B 38 4 42 E5Padraig Seif ~ &= /&Domenic Parli *

IR B AREERIAFEEwWIn Luethi »
RIGIRERRIBER -
From Left: Mr. Benny Lui, Sales & Marketing Director of Finemetal Asia; Mr. Erwin Luethi, Deputy Consulate-General of Switzerland in Hong Kong; Ms. Susanne Sa
of Swiss Chamber of Commerce in Hong Kong; Mr. Daniel Fluri, President of Finemetal Asia Limited; Mr. Adolf Schild, President of Finemetal Asia Limited; Mr. Padraig Seiff
Chief Operating Officer of Finemetal Asia Limited; Mr. Domenic Parli, President of Finemetal Asia Limited; Mr. Haywood Cheung, President of CGSE; Mr. Steven Chan, Vic
President of CGSE; Mr. Wilson Cheng, Vice President of CGSE; Mr. Jason Li, Legal Advisor of CGSE; and Mr. Victor Tsang, Operation General Manager of CGSE.

Qianhai Development Zone. And last year, CGSE an

the scheme of membership by invitation. Since then,
received quite a lot of enquiries and requests for mel
The warm response bears testimony to
Kong is an indispensable gateway betwe
and Chinese markets, and numerous bullio
are actively seeking the opportunity to develop their b
mainland China.”

Finemetal AG, the parent company of Finemetal Asia,
has long been the sole distributor of Argor-Heraeus — world-
renowned gold fabricator. Last year, Finemetal AG and Argor-
Heraeus partnered to issue Asia’s first one-tael gold coin with
999.9 fineness. “We are pleased to have obtained the CGSE
membership after stringent vetting process. It is also our
honour to be part of this century-old, reputable precious metals
exchange. We see that Asia has a strong, vibrant demand for
gold, and China has already established its status as the world’s
largest gold buyer, accounting for 30%-40% of global demand.
These are underlying reasons for our joining CGSE. Furthermore,
for multinational companies, Hong Kong serves as a window for

their investments in Asia and China. So we take Hong Kong as

first priority to develop our Asian business,” said Mr. Domenic

Parli, President of Finemetal Asia.

« %8 : Finemetal AsiaiifEiE%
BERREER o
From Left: Mr. Padraig Seif, Chief Operating Officer of Finemetal Asia Limited;
Mr. Domenic Parli, President of Finemetal Asia Limited; Mr. Haywood Cheung,
President of CGSE.
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CGSE Signs Agreement with Finemetal Asia for Membership by Invitation Offered to a Swiss Proprietary Physical Precious Metal Company

TRESAIZMFinemetal AsiaR B S iE
RiGBZEYIh T S=SEEEEaETE LT

CGSE Signs Agreement with Finemetal Asia for Membership by Invitation
Membership by Invitation Offered to a Swiss Proprietary Physical
Precious Metal Company

A Finemetal Asiaf5 5l i TEMHER 4R EEEREE H5 -
Finemetal Asia presents the traditional Swiss giant ‘cow bell’ to CGSE.

A It EEBBEERERIEEEwWN Luethi () BABRBERLR - A E/%Iﬁt?ﬁ‘%fiz Susanne Sahli (7c) B ME BRI T AR ARISITE ©

Mr. Erwin Luethi (left), Deputy Consulate-General of Switzerland in Hong Kong, and Ms. Susanne Sahli (left), President of Swiss Chamber of Commerce in Hong Kong,
CGSE President Mr. Haywood Cheung. was also present to congratulate the first Swiss proprietary physical precious metal

company to become a CGSE member.
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Finemetal Asia Limited is a Swiss company founded in Zurich. Attending the The three Presidents of Finemetal Asia Limited, Mr. Domenic Parli (second from
event included Ms. Susanne Sahli (second from right), President of Swiss left), Mr. Adolf Schild (first from right), and Mr. Daniel Fluri (first from left), with
Chamber of Commerce in Hong Kong, and Mr. Ivo Hahn (first from right), CGSE Operation General Manager Mr. Victor Tsang.

Treasurer of Swiss Chamber of Commerce in Hong Kong.
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About Finemetal AG

Finemetal AG was established in Zurich in 2009 and is an owner-managed company, which trades exclusively in the

physical precious metals of gold, silver, platinum or palladium for investment and investment share protection. Finemetal

is the perfect way for you to purchase or sell physical precious metals on favourable terms, close to the material value

and via perfectly managed transactions. Securitisation by means of certificates, options and metals accounts in the field

of precious metals always entails a counter party risk. We don’t think these are suitable, unlike investing in physical

metals. In the event of a crisis, certificates can be lost in the issuing bank’s insolvency estate and in the longer term expire

worthless, as there is no entitlement to delivery of precious metals. Our clients include wealthy individuals, family offices,

asset managers, banks, funds and precious metals traders, with whom we maintain audited and contractually regulated

business relationship.

B8 3 = & R KK (Argor-Heraeus SA)

RTBNREBM951FEKY  RERMNSKABENTNEERENRESME © 19865 Heraeus AIRIE A B ER KA R
Argor-Heraeus SA ° 19994 2855 — K#R1TCommerzBankIE= A% » 20024F - B F|E & FH B Austrian MintIE=
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About Argor-Heraeus SA
Argor-Heraeus is one of the world’s largest processors of precious metals. With a global perspective and strong Swiss
identity, we generate value for our customers at every step of the production chain thanks to state-of-the-art technology,

quality, financial stability and responsibility.
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On 22 August, Chairman of Chinese People’s Political
Consultative Committee (Futian District), Mr. Hou Jian-chao,
led a visiting tour to the Chinese Gold & Silver Exchange Society
(CGSE) for an exchange on precious metals industries in
Shenzhen and Hong Kong. The 20-men visiting tour included
members from the Shenzhen Futian Government. Meanwhile,
attending the meeting from CGSE were Executive Committee
Members Mr. Lee Chi-kin and Mr. Peter Fung; Supervisory
Committee Member Mr. Law Kai-yee, Operation General
Manager Mr. Victor Tsang, and Corporate Communications
Assistant Director Ms. Cherry Lai.

According to CGSE Executive Committee Member
Mr. Lee Chi-kin, an increased business exchange between
corporations in Shenzhen and Hong Kong has resulted from
better economic developments in both cities, and a considerable
number of precious metals companies under CGSE have
established factories and processing plants in different parts

of mainland China to complement their various development

projects.

A FEBBERRIBCEAASHRE [ 825 ] FIRYIEBRBIGERFERT -
CGSE Executive Committee Member Mr. Lee Chi-kin gave the Study Manual
published by CGSE to Chairman of Chinese People’s Political Consultative
Committee (Futian District), Mr. Hou Jian-chao.

A SHAE—TOARRNSREREESBEBETORN °
The 20-men visiting tour had an exchange on precious metal industries in
Shenzhen and Hong Kong with CGSE.

A FEBIGHESESEREPL o
The visiting tour at the Precious Metals Assay Laboratory.

A PEENNBAEREENANSRE N EREE -
Corporate Communications Assistant Director Ms. Cherry Lai elaborated on
CGSE’s structure and business operation to attending guests.
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EIRESFTERIZEE CGSE 2013 Members’ Singles Table Tennis Championship (CGSE Cup)

This year has seen a series of activities by the Sport and Recreation
Division. Responding to the great reception last year, the singles
table tennis championship has been held again this year, with the
addition of the women'’s singles. The preliminaries were held at
the South China Athletic Association on 1 September (Sunday),
with the event kick-started by Head of Sport and Recreation
Division Mr. Sunny Tiu, and Executive Committee Member
Mr. Kwong Dak-shing. Also attending the event were
Mr. Henry Yim, member of the Organising Committee
and Manager of the Table Tennis Division of the Sport
and Recreation Division; Mr. Henry Sin, Secretary of
the Sport and Recreation Division, and other Table Tennis

Committee members. Meanwhile, many members of CGSE



were also present to cheer for the competing athletes.
A total of 56 athletes competed at the single-elimination
tournament on a best-of-three playoff. There were a
champion, second runner-up and two third runner-ups
for the tournament, which was the first time where each
participant was given a commemorative medal. The four
resultant finalists from the men and women teams were pitted
against each other at the finals held at CGSE’s transaction
hall on 15 September. With the belief in the promotion of

camaraderie through sport, the Sport and Recreation Division

looks forward to even more participation at the next event.
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(2 B24RE Media Coverage
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High Season for Gold Demand

B2 Media : #&EHETR Economic Daily News

TBEERKRERSNT BXERBRNHEEER ©E4RAELEY - BEA6ARETEK
RAZE EFR1,395%TT - R ASEMN,300E TE LK  #RAMPRBEREFA @ BE
BNAE#EREIFE1,300%k T ' MABAFNEZSEREE @ SEREZE HEFH -

REERXAE SENAFTRARAREEMFERESER K  BFETFIEGHE -
LRI ERAER - BEESEHZ1,400E TR EBEW N ER - RRTISEWME @ fB5thm
HHEEEEBOFAE1,28021,330F LHE -

According to the analysis by President of the Chinese Gold & Silver Exchange Society
(CGSE), Mr. Haywood Cheung, gold price has once dipped in April following the United
States’ hint at tapering quantitative easing policy, yet it made a rise back up in June
and reached USD1,395 per ounce last week. In President Haywood Cheung’s opinion,
USD1,300 is the bottom of gold price and that gold price is still likely to rise back to the
USD1,300 level, especially with the anticipated high demand in the fourth quarter this year.
It is also President Cheung’s opinion that consumers and jewellery merchants will be the main
causes of a rise in gold demand, and another — although less powerful — cause would be the
ETF. Yet in sight of a rather lacklustre transaction outlook and the lack of selling pressure when gold price reached USD1,400, President
Cheung expects the market will engage in increased buying activities once gold price has reached the USD1,280 and USD1,330 levels.

LIREEZBHED [ AMEBIR]
CGSE Launches ‘Loco Hong Kong Silver’

BBERE RS Hong Kong Jewellery Magazine

TIREEBEHHN2013F5 A2A RITR43EEEF S HRBAR - BT
MREFZREFRRERFZEBHESE [ FAEBRI BEANRHF
BRRBEN  RERERBEMSATEMNAREEL -

REFREIFRT  AFABTER  REIRNBERTERS
REMS > ATARE [ N E ] HEEEN - BETAKKAIAS
e, SEM R R S B ) 5 IR E (B4 -

On 2 May 2013, the Chinese Gold & Silver Exchange Society (CGSE) held its
439 Executive and Supervisory Committees inauguration ceremony. Professor
K. C. Chan, Secretary for Financial Services and the Treasury of the government
of Hong Kong, officiated at the ceremony and joined to mark the launch of the
trading platform for the spot contract of ‘Loco Hong Kong Silver’. The first 15kg
silver bar contract was stapled with the ‘pass’ mark at the ceremony.

CGSE President Mr. Haywood Cheung said that the CGSE has well-
established mechanisms for ‘Loco Hong Kong Silver’ in respect of trade settlement, physical delivery and settlement for international liquidity,
which are comparable to the operation model of ‘Loco London Gold’. President Cheung believes that ‘Loco Hong Kong Silver’ will establish its
right of silver fixing in Asian trading session in the foreseeable future.

(BBEZREM BRI E/NTEEFT)HM[

Interview with the 64" Annual Report of H.K. Gold & Silver Ornament Workers & Merchants General Union

REZREXEFHRT  BHHERIUNBEESBRIETLCE
EMFEZ - BEREARAIRE - &R ORANSHFRGZE [5] F - 2m
- BE - KENRE -

M XRFASERE RN R AERLESEREPL  SIEFEL
ELBREMEE - BRINTEReHKBEMARUERAESRBIRE
R ABERBFREXSHMH  RE—ERIERET @ LR ABIRE
HERNESRERBERLTR  GEEHBHE -

In an interview President Haywood Cheung of the Chinese Gold & Silver
Exchange Society (CGSE) expressed that two years since its establishment,
the Hong Kong Precious Metals Assay Laboratory has been offering assay
service for the industry, and that gold bars with the laboratory’s ‘pass’ mark
has come to be recognised as a guarantee of the brand, weight and finesse.

He also mentioned CGSE'’s plan of establishing a precious metals assay
centre in Qianhai, Shenzhen, to provide internationally recognised assay
service to over 1,000 jewellery merchants in Shenzhen by introducing the cutting-edge assay technology from Hong Kong. With
CGSE's hundred years of history and international accreditation, the act will help raise the quality and image of mainland China’s gold
assay service and result in a win-win situation.

CGSE MONTHLY BULLETIN
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A Continuing Professional Training Course (CPT) talk was held
by Hong Kong Precious Metals Traders Association Limited at
CGSE's exchange hall on 24 August, where Mr. Poon Ming-yin,
Senior Settlement Officer of CGSE; Mr. Patrick Cheng, Senior
Investment Analyst of Goldenway Group; and Mr. Paul Cheung,
Registered Manager and Director of Acetop Precious Metals
Limited were invited as guest speakers to share techniques and
analysis on gold investment with attending practitioners.

Attending the event included Chairman of Hong Kong
Precious Metals Traders Association Limited Mr. Kwong Dak-
shing, Vice Chairmen Mr. Kwong Yick-chor and Mr. Lee Chi-kin,
as well as members of the Executive Committee Mr. Sunny Tiu,

Mr. Stanley Cheung, Mr. Jacky Tong, and Mr. Henry Yim.

e e e R SR um—" o — |
HrE . A SEEESTIRERBOMMBEER
- i —— ' = | REFHBECREEE -
N . Mr. Patrick Cheng, Senior Investment
ms s = - = Analyst of Goldenway Group elaborated
on the value of gold investment.

- A

A FSEERSREMERE (4) RSB REZSSAFRUENSREES
FIRZKEIRRE ©
Mr. Poon Ming-yin, Senior Settlement Officer of CGSE (left) demonstrated the
procedures of the open-cry gold trading floor.

A EEESBARRAAEAREED
EHESRENEBDIN -
Mr. Paul Cheung, Registered Manager
and Director of Acetop Precious Metals
Limited, shared his tips on strategic
analysis on gold investment.

CGSE MONTHLY BULLETIN 13
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Visiting Tour of Gang Pico Quan to CGSE, Hong Kong'’s Only Spot Gold Exchange
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Visiting Tour of Gang Piao Quan to CGSE,
Hong Kong's Only Spot Gold Exchange
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An exchange symposium was held between representatives
of Gang Piao Quan and CGSE to foster understanding of the
gold market in Hong Kong. CGSE Corporate Communications
Assistant Director Ms. Cherry Lai, host of the event, elaborated on
CGSE and the gold market in Hong Kong to attending reporters.
Also attending the event was CGSE President Mr. Haywood
Cheung, who shared his expertise with the guests.

President Cheung complimented on the new youthful force of
Gang Piao Quan, and expressed hope that exchange initiatives
could unite the strength of more local institutions, organisations
and the Chamber of Commerce for the betterment of Hong Kong.
The Chamber of Commerce, meanwhile, expressed readiness in
assisting students and friends of Gang Piao Quan and the hosting
of even more interactive activities.

Initially a member of Gang Piao Quan, Owen of Cheung’s
Gold Traders Limited (member no.108) shared his experience
and pointed out Gang Piao Quan’s aim at providing assistance
for hardworking young people who have left home in pursuit
of opportunities. During his six years in Hong Kong, Owen
has obtained various licences related to the financial industry,

including the Bullion Market Certificate Preparation Course, and



has become a recognised registered practitioner under CGSE.
Owen also mentioned the increasingly enhanced financial service
system in Hong Kong, which has ensured those interested in
becoming a precious metals broker or practitioner the opportunity
to join big corporations like the CGSE, where on-job training is

available to equip them with what they need to make it in Hong

A 8 DABESORLERZBERE

Over 80 members of Gang Piao Quan attended the symposium.

B o

THEAETIENES
..‘lqi;ially a member of Gang Piao Quan, Owen, representative of Cheung’s Gold
Tradegsskimited (member no.108), shared his experience of working in Hong

Kong. =%

'

Kong. In the opinion of Owen, there are plentiful of opportunities
for foreigners and he was lucky to be on the receiving end of
President Cheung’s expert advice and mentoring.

Nearing the end of the event, representatives of Gang Piao Quan
and President Cheung encouraged members of Gang Piao Quan

on the participation of activities to better blend in to the society.

A RERBERERFLES AL RELE  BAMLE -
CGSE President Mr. Haywood Cheung was positive about the incoming talents
to Hong Kong.
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Visiting Tour of Foshan Financial Management Personnel
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An exchange meeting was held earlier between the visiting
tour of Foshan Municipal Bureau of Finance and Foshan Institute
of Certified Public Accountants (FSICPA) and CGSE, where
discussions were held among the Foshan Municipal Government,
various corporations and academies.

According to CGSE President Mr. Haywood Cheung,
local corporations have been actively attracting talents
from mainland China to strengthen the corporations’
development and network in mainland China, in the wake
of the advancement of financial and trading development
in Hong Kong and China. In comparison, financial
services in Hong Kong, from securities, foreign exchange
to futures and precious metals, are more sophisticated.
With precious metals trading being an integral part of
the kaleidoscopic financial market in Hong Kong today,
CGSE especially launched the Practitioner Registration
System in 2010 to equip current and aspiring precious
metals trading practitioners with professional know-how
and codes of practice. Meanwhile, CGSE has also been
providing financial practitioners with assistance on their
portfolio so as to aid the systemisation and standardisation

of the precious metals market.

A REERNE LHZE iﬁﬁﬁ?i%‘ﬁ’]ﬁi
CGSE President Mr. Haywood Cheung shared his opinion on the gold price
trend at the event.

A BEEUREECESFEREE -
Immense interest in gold trading was evident among attendees at the event.
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Chancellor Precious Metals (CGSE member no.64) bagged ‘The Most Bullion

Investment Services Provider’ for the second consecutive year.
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CGSE President Mr. Haywood Cheung (left) and Mr. Samuel Yung Wing-ki, SBS,
MH, JP were two of the award’s judges this year.

T BAKHE, SBS,

Co-held by CGSE, the ‘Metro Hong Kong Prime Awards for
Banking & Finance Corporations 2013’ commendation ceremony
was concluded on 30 August. The purpose of the ceremony
was to commend banks and financial corporations that have
contributed tirelessly to product development and customer
service in the industry, as their effort has greatly enhanced the
image and status of Hong Kong as an international financial
hub and cosmopolitan city. Attending guests included CGSE
President Mr. Haywood Cheung; Deputy Director, General of
EAD, Head of Commercial Office (Director General Level) of
the Liaison Office of the Central People’s Government in the
Hong Kong Special Administrative Region’s Commercial Office
Economic Affairs Department, Mr. Yang Yi; member of the Hong
Kong Legislative Council Mr. Alan Leong, SC; and Mr. Samuel
Yung Wing-ki, SBS, MH, JP.

With a consensus reached by a professional selection
committee and editorial board, a total of 18 brands by 15
corporations were awarded the ‘Metro Hong Kong Prime Awards
for Banking & Finance Corporations’ this year, with Chancellor
Precious Metals (CGSE member no.64) winning ‘The Most
Bullion Investment Services Provider’ for the second consecutive
year, and Safe Gold Bullion Ltd. (CGSE member no.159) winning

‘The Most Promising Bullion Online Trading Platform’.

RNGEIHRTERESEARAAER [RABENBELECBRHTA &
Safe Gold Bullion Ltd. (CGSE member no.159) gamered The Most Promising
Bullion Online Trading Platform’.
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During their corporate visit tour to CGSE earlier, a group of
Chinese University of Hong Kong’s EMBA students from India
attended a meeting on the exchange of the development of Hong
Kong’s precious metals market. CGSE’s Chief Executive Officer
Mr. Dicky Lo and Corporate Communications Assistant Director
Ms. Cherry Lai were present to elaborate on CGSE’s latest
business development and trend.

According to Mr. Dicky Lo, China and India are currently the
major gold consuming countries in the global gold market, not
least because consumers in both countries have a tradition of
investing in gold. Yet purchasing power in India has been adversely
affected by the country’s recent regulation of gold import and

export policies, and the depreciation of the Rupee. However, the

SBDOVY KB RER Visiting Tour of the Chinese University of Hong Kong

8 2 == X AL/ OVHH EX e B I 2K H
(7o) RKRER - i
CGSE's Chief Executive Officer Mr. Dicky Lo (eft) received tﬁej
souvenir given by the visiting tour from the Chinese University o
Hong Kong. N

stimulus to g
of gold pri and
maintai ¥Csitive gold
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pointed out
2008, the Practition€
of the agyi;entre, the relé
quotations, set‘t Cl{;}
large-scale inter@tional

has been dedicated to the

precious metals storage centre in .Qianhai,. enzhen to foste
precious metals trading between Hong Kong and Shenzhen,
as well as to further exploit business in the Renminbi market in
China, in order to transform Qianhai into a significant stepping

stone for China to the international market.

1

AFEBRERS RRELEH R -
Mr. Dicky Lo expressed that CGSE's dedicated effort in the promotion of the
systemisation and standardisation of the local precious metals market, and the
actualisation of various measures have yielded positive resullts.
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takes pride in its 24/7 customer service that caters to clients’

needs all year round. By employing professional IT experts and

A BEBESBARAFTANBARESRER () FROAOGREZISHEEN &
TERMAS/RZ BRI - REER -
Paul Cheung (centre), Registered Manager and Director of Acetop Precious
Metals Limited, holding the ‘2012/13 Most Active Loco London Gold/Silver
Dealer Award’ given out by CGSE.

precious metals analysts, the company’s transaction service
ensures customers get the latest global market information
and technological analysis. So excellent is Acetop’s e-trading
service that it was awarded as ‘The Best Precious Metals
Trading Platform’ for two consecutive years (2012 and 2013)
by CAPITAL magazine, ‘The Best Gold Enterprise of Integrated
Services’ by www.hexun.com’s ‘2012 China Finance and
Economics Ranking’, and the ‘Top Ten Asian Brands of Public
Credibility Award’ at the 7" Asia Brand Ceremony.

Volatility of Gold Price is Associated with High
Potential Returns

CGSE’s launch of an e-trading platform in 2008 has
resulted in the rapid development of the precious metals
industry, and the revolutionary, accurate and efficient online
transaction service has also helped investors better capture
market opportunities. Paul Cheung expressed that gold price
trend this year is expected to be even more complicated,
with support from increasing demand from Asian markets
and world countries’ quantitative easing policy on currencies,
and pressure from the recovering economies of the United
States and Europe. Paul Cheung expects a double-pronged
development for gold price, and gold price fluctuations to be
golden opportunities for investors. Acetop, meanwhile, will
continue to provide reliable, efficient, speedy and convenient

services to its customers in the kaleidoscopic market.

FEESEERAR (B1455R78)
Acetop Precious Metals Limited (member no.145)
Hillk Address: NBEE R B 100557 2B KE1912
19/F, The Toy House, 100 Canton Road, Kowloon,
Hong Kong

B E Tel: (852) 2276 8888
B H Fax: (852) 2376 3273

#9uh Website: www.igoldhk.com
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Gold Demand Trends

Second Quarter 2013

BESERBESELE (LINsHE) HHE X Consumer demand in selected counties: four-quarter totals (tonnes)

20124 (+ =& A 4851)
12 Months ended Q2’12

20134 (+ =& A 4851)
12 Months ended Q2’13

Year on Year % change
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In a turbulent quarter, gold demand fell by 12%, its lowest
level for more than three years. The price action also had an
impact on the supply side of the gold market, resulting in a
sharp contraction in recycling, primarily because consumers in
developing markets were holding onto their stocks of old gold as

the profit motive waned along with the gold price.

Demand

Having flexed their muscles in the first quarter, jewellery
consumers were out in force again in Q2, pushing the value
of demand to near-record levels. Although jewellery demand
is influenced by a set of factors such as economic growth,
consumer sentiment and disposable income, all were eclipsed
by the effect of the drop in the gold price. The upward trend
was almost universal, with the most notable year-on-year
improvements occurring in India, China, the Middle East and
smaller Asian countries. Europe was the only region not to see
an improvement in jewellery demand, unsurprisingly in light of
continued concerns over the region’s economic wellbeing. The
US, meanwhile, delivered a second consecutive quarter of
growth, with a demand again healthiest at the high end of the US
market, but there was also evidence of a slowdown in the shift to
lower carat items in the middle segment.

The consumer market for gold was once again dominated
by global leaders India and China, which together accounted
for almost 60% of the global jewellery sector and around half
of total bar and coin demand. In both markets, the strength in
second quarter demand was indicative of opportunistic buying
not only at the consumer level but also by the trade, which used
the opportunity to bolster stocks.

Supply

A 62.4-tonne decrease in the supply of gold during the
second quarter was almost solely due to reduced quantities of
recycling coming onto the market, as well-informed consumers

were able to respond at speed to changes in the gold price, and
supply in this sector, particularly in the developing markets, has
been shown to be highly price-sensitive.

Q2 also saw an extension of the upward drift in mine
production, with China still generating the bulk of the increase
thanks to expansion among a number of small- to medium-sized
operations. Production at Pueblo Vigjo in the Dominican Republic
continued to ramp up and in Brazil, three new operations have
come on stream.

Investment

The notable decline in demand for gold investment products
conceals a less clear-cut picture: one of professional investors
liquidating ETFs while investors in Asian and Middle Eastern
markets eagerly absorbed the gold coming into the market in the
form of bars and coins. The investment case for gold in China
remains compelling: the poorly performing stock market is not
an attractive alternative investment; concern lingers over the
possibility of a domestic credit crisis and economic slowdown;
inflation, although much less of an issue than in previous years,
is creeping higher. India, where bar and coin demand reached
a record high, saw the introduction of restrictions on payment
terms for gold imports in May and an increase in import duties in
June, which created uncertainty in the market. For the most part,
investors worldwide were encouraged by the price fall, viewing it
as an opportunity to add to their holdings more cheaply.

Central Banks

The rate at which central banks added gold to their reserves
stayed within the broad 70 tonnes to 160 tonnes range, and
purchases were concentrated among countries in the CIS region,
the largest being Russia with 15 tonnes over the quarter. Central
banks are expected to remain net buyers of gold, although there
may be a slight drop-off in annual demand to between 300
tonnes and 350 tonnes.

= == ~ 2
EEHEEER (LI E) Gold Supply and Demand (Tonnes)
2011 2012 2011 Q3 2011 Q4 2012 Q1 2012 Q2 2012 Q3 2012 Q4 2013 Q1 2013 Q2 AR S
2012 Q2 %
{itFE Supply
- B8 Mine production 2,838.8 2,862.5 742.1 725.1 666.2 706.9 7441 745.3 676.5 732.2 4
IREEMEDE 10.8 -40.2 37 152 1.3 -8 13 322 -11 -15
Net producer hedging
#@TE L& Total mine supply 2,849.6 2,822.3 745.8 709.9 664.9 669 745.4 71341 665.5 717.2 3
Bl %% Recycled gold 1,649.4 1,590.7 460.5 422.3 382.8 389 433.3 385.6 363.8 308.3 21
48 FE Total supply 4,499 4,413 1,206.3 1,132.2 1,047.7 1,087.9 1,178.7 1,098.7 1,029.3 1,025.5 6
%3k Demand
BUEZ Fabrication
- &2ff Jewelery 1,975.1 1,896.1 4722 4323 502.7 4232 487.1 483.1 522.8 593.1 40
- #L# Technology 451.7 4075 115.2 103.4 105.8 103.3 102.1 96.2 102.2 104.3 1
S FEEE
T 2,426.8 2,303.6 587.4 535.7 608.5 526.6 589.2 579.3 625 697.4 32
Sub-total above fabrication
{(E{} ‘K £ Te=o4 i
REREBERR 1,518.7 1,255.6 4215 358 344.7 285.9 287.5 337.4 405.6 507.6 78
Total bar and coin demand
EoESRARER
Rods MRRER 185.1 279.1 87.4 104.4 53.2 0 137.8 88.1 -176.5 -402.2
ETFs and similar
PRETEHA 456.8 544.4 140.8 112.8 115.2 164.5 1133 151.4 109.7 71.1 -57
Central bank net purchases
&% 5% Gold Demand 4,587.4 4,382.7 1,237.1 1,111 1,121.6 977 1,127.8 1,156.3 963.8 874 -1
LT e
OTC verstment and stock flows -88.4 30.3 -30.8 213 -73.9 1109 50.9 -57.5 65.5 151.5 37
4 Total demand 4,499 4,413 1,206.3 1,132.2 1,047.7 1,087.9 1,178.7 1,098.7 1,029.3 1,025.5 -6

RBETFER (XT/ 8&L)

London Pm fix (US$/0z)
ERIIR Source : 7 #E £ 1% World Gold Council
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Gold Fluctuates on Quantitative Easing
Outlook and Increasing Demand
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Time flies and the fourth quarter of 2013 has been
commenced. In the previous three quarters, the price of gold has
experienced tremendous fluctuation. In the beginning of 2013,
the gold price fell from the highest position of USD1,700 to the
lowest of USD1,180. A 10-year bull market ends with a total 30%
drop, and leads the market’s entering into an adjustment period.
In the second half of 2013, the gold market technically rebounded
and rose to USD1,430. However, the selling pressure ceased it
from soaring, and gold price soon fell back to USD1,350 below.

In the fourth quarter, the focus will be on the timetable and
level of how the United States reduces its buying of debts, as well
as its attitude towards and action on the Syria issue.

According to Chairman of the Federal Reserve, Ben
Bernanke’s earlier remarks, the debt buying deduction schedule
will depend on the performance of the United States’ economic
figures and the velocity of economic recovery. If the United States’
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economy improves in a satisfactory pace, the Federal Reserve will
start tapering the bond purchase programme, and vice versa, the
Federal Reserve will maintain the current size of bond purchase.

According to recent macro-economic data, unemployment
rate in the United States fell to 7.3%; core PCE increased by 1.2%
per annum; and the Fed’s Beige Book reflects that the overall U.S.
economy trend is moving upward. The positive economic data
has shown a gradual recovery in the U.S. economy, therefore
speeding up the pace of the Federal Reserve’s reducing debt
purchase, and strengthening the selling pressure of gold.

The Federal
on different markets while planning the withdrawal of the

Reserve tends to minimise the impact

Quantitative Easing policy. Upon the announcement of good

news, market concern on the reduction of debt purchase
tends to suppress the positive market sentiment. In contrast,
when economic indicators cannot meet expectation from analysts,
the hope on the continuation of Quantitative Easing policy will have
a positive influence on the market. As market is gradually digesting
and accepting the fact that the Federal Reserve will eventually end
the Quantitative Easing policy, tapering of debt purchase would
not result in a tremendous volatility to the commodity market.

For the recent Syria issue, international communities generally
do not support a resolution involving military force. Most people
do not support the United States to go to war, and with Russia’s
intervention, it is expected that President Barack Obama will not
make any rash decision on this issue. This causes money to
flow from safe-haven assets to other markets, and results in an
anticipated fall of gold price in the short term.

Moreover, when the price of gold fell to USD1,200-1,250 per
ounce, the demand for gold in China, India and other countries
might rise so as to support the gold price. With a lower price,
the profit of gold manufacturer will be reduced and a decreased
supply will result in a support of gold price.

To conclude, the United States’ economy plan and fiscal
policies are unfavourable to gold prices, and it could have fallen
below USD1,300. However, when the price of gold fell near to
USD1,200, strong buying pressure due to huge physical gold
demand and decreasing supply from gold manufacturers are
likely consequences, and further collapse is unlikely to be seen.
The price of gold is expected to fluctuate within the range of
USD1,200-1,400. For the uncertainty of Quantitative Easing
retreat schedule, investors should be aware of the new Federal
Reserve Chairman’s policy guidelines.

Safe Gold Bullion Limited (member no.159)

(This article is written by a member of the Chinese Gold & Silver
Exchange Society (CGSE) on the trend of precious metals, and does
not constitute the investment advice by CGSE, this website, or other
members of CGSE. Precious metals investment involves certain levels
of risks, and it is wise for investors to consult professional advice
before the actual investment.)
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