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On 24 August, a delegation led by Mr Ma Xin Rui, Deputy
Secretary-General of Communist Party of China (CPC)
Guangdong and Party Secretary Shenzhen, made a visit to
the Chinese Gold & Silver Exchange (CGSE) and met with our
leadership team and members.

CGSE President Steven Chan said the success of the
Shanghai-Hong Kong Gold Connect, which was launched in
July this year and greatly facilitated Hong Kong gold retailers
trading in the Mainland Chinese market, laid an essential
foundation to the prospective launch of a new gold connect
between Singapore and Hong Kong. This occurred after CGSE
had a discussion with the Singapore Exchange (SGX), which
consequently qualified CGSE’s members with the SFC licence
as a remote trading member of the SGX.

CGSE is participating in the construction of a gold
bonded warehouse in Qianhai, Shenzhen, which is set
to have a storage capacity for 1,500 tonnes of gold. The
warehouse will operate as a sealed-off, tariff-free trading

BEGELINAS - TRASERAESNEERERK -
During the visit, Mr Ma Xin Rui learnt about CGSE’s progress in establishing a
foothold in Qianhai and its requirements.

centre for gold, in which CGSE members will facilitate
trading. It is also hoped that the warehouse will bring greater
value to both the economies of Hong Kong and Shenzhen.

Mr Ma Xin Rui expressed that his delegation has learnt
of the challenges CGSE has faced over the legal compliance
and monitoring of gold trading in Mainland China, and
would help see to these issues. Mr Ma was also interested
in learning how CGSE established an entire industry of gold
trading in Qianhai. He hoped the process could be applied
to other industries, so that more supporting services could
help further the development of the financial and logistics
sectors in Qianhai. As a result, this would eventually enhance
the exchange of professional services between Shenzhen
and Hong Kong through the participation of CGSE.

Dr Haywood Cheung, Permanent Honorary President
of CGSE, hoped that a customs centre that would operate
up to 22 hours per day could be set up at the bonded
warehouse in Qianhai to facilitate the import and export
clearance. Dr Cheung also hoped that the daily conversion
and remittance quota at the Industrial and Commercial
Bank of China (ICBC), CGSE’s designated clearing bank in
Qianhai, could reach RMB1 billion, which is equivalent to
15% of CGSE’s physical gold trading volume denominated
in the renminbi. A discount in land price for CGSE would
also be helpful, expressed Dr Cheung.

—REBDENERFGRE - TR HER -
The delegation led by Mr Ma Xin Rui visited CGSE’s trading floor to observe
the daily operation.
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Provincial Committee Visit
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A delegation of thd hority of Qianhai Development
Zone led by Mr Tian Fu tnber, Standing Committee, CPC

Guangdong ProvinciallC and-Party-Leadership Group

Member of Shenzhen) paid a visit to the CGSE on 29 Jul 9,
4 f

4

A BREZEZHREASOANEEREE T A BSERIHEEESESH
HRE HANBERTIMED
The progress of CGSE’s project in the Qianhai CGSE President Mr
Free Trade Zone was recognised by Mr Tian Fu. with the development ¢

A FEERBERREERREEBEL B M

BAISIRE BN EE -

as confident giit Honorary President & Chairman of

Free Trade the Sug@rvisory Committee Dr Haywood Cheung
icipa irst ffl@m right) explained to the visiting guests

government of Shenzhe ding operations of CGSE.
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Steven Chan on TVB News: Prospect of Rate Hike May Not Prompt

a Surge in Gold Price
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CGSE President, Mr Steven Chan was
interviewed by TVB News for his views on the recent
developments in the gold market. The price of spot gold

recently

rose beyond its one-month high level in August as funds
escaped from the turbulent stock markets around the
globe. Although the demand for gold normally increases
towards the year-end, the traditional hot season, Mr Chan
expressed that the much-expected imminent interest-rate
hike in the US would offset favourable factors since the
hike was likely to lead to a stronger dollar than a surge in
gold price. Mr Chan thus expected gold price to remain in
the quota of USD1,000 to 1,200 per ounce.

As for the Shanghai-Hong Kong Gold Connect,
Mr Chan announced that the daily trading volume was
around 200 kg of gold, which was less robust as expected
since the Connect has been established for more than
a month. He attributed the small trading volume to the
fact that many CGSE members were still waiting for the
activation of their trading accounts at the Shanghai Gold
Exchange. Once the members’ accounts are viable,
Mr Chan is hopeful that trading volume on the Connect
will reach 100 tonnes by next year.

Finance Forum at City University of Macau

RGKELEGRFERBLHFEHRPIRTARE TN
MUEREWSE RelEESR] B - 3l [ESrRREEE
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At a recent forum jointly hosted by the Metro Finance
(FM104) Radio and City University of Macau, Permanent
Honorary President & Chairman of the Supervisory
Committee Dr Haywood Cheung gave a talk on the prospect
of gold trade and the new developments in Qianhai. As a
sealed-off, tariff-free trading centre, Dr Cheung said that
CGSE’s bonded warehouse of gold in Qianhai will facilitate
the trading of foreign gold in renminbi and offer the chance
of arbitrage based on the movements of the renminbi.

A RELE - RETEZZBFIRTABPRE () BRAELERAFE L
B2 B% -
Dr Haywood Cheung and renowned financial analyst and commentator
Ms Agnes Wu Mang-ching (right) shared their personal experience on
advancing in the finance sector with the audience.
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Singapore Gold Trading Delegation’s Visit to Hong Kong
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A gold trade delegation from Singapore led by Mr
Albert Cheng, Advisor of World Gold Council, visited
the CGSE headquarters on 14 August 2015 to learn
about gold trading in Hong Kong with regards to future
cooperation between the Hong Kong and Singapore gold
exchanges. The delegation consisted of representatives
of the Singapore Exchange, Le Freeport of Singapore, the
Singapore Bullion Market Association and International
Enterprise Singapore.

Welcoming the Singapore delegation on behalf of the
CGSE were President, Mr Steven Chan, Vice Presidents
Mr Wilson Cheng and Mr Tse Moon-chuen, former CGSE
Mr Raymond Chan, Executive Committee
Members Mr Lee Wai-wang and Mr Tony Lui, Chief Executive
Mr Dicky Lo, Operation General Manager Mr Victor Tsang,

President

Director of Corporate Communications Ms Cherry Lai, and
Mr William Barkshire, consultant for CGSE.



A HRAZESHEBEMBRT (L) MINREAERATSKELEABE (h) BNGEERRHEER -
Mr Albert Cheng, Advisor of World Gold Council (left) and Mr Guy Bullen (right), Senior Vice President Asia Pacific of Brink’s Asia Pacific Limited, joined CGSE President

Mr Steven Chan for a photo shoot.

A BREROLEEARH (6) BISEREBESRER -
Hong Kong Precious Metals Assay Centre Ltd Manager Ms Kathy Fu (right)

demonstrated the gold assay processes.

A BREFRNE ERR - BBAUNAEBES
BEOHESD - SHEEMTISNER -
During a meeting, Mr Albert Cheng expressed that
Hong Kong’s connection with international gold
traders could help introduce more gold products
from overseas markets.

A FSEIBERBHE (L) MREDOMBHEBEN BRSNS IGRER -

At the Hong Kong Precious Metals Assay Centre, CGSE Vice President

Mr Wilson Cheng (left) introduced CGSE’s gold products to members of the

Singapore delegation.

A FRSBERRWEHNE - FA (288 A8
MibES TS - BRRETS 8 -
CGSE President Mr Steven Chan hoped that a
gold connect between Hong Kong and Singapore
will boost the gold markets in both cities and help
unite the gold markets in the region.

A BEBEFINFEMERN G LEK DR - REH
HEe [E8@] -
At the meeting, gold trading representatives of
Hong Kong and Singapore reached an agreement
to launch a Singapore-Hong Kong gold connect.

CGSE BULLETIN
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In celebration of the 66" anniversary of the founding
of the People’s Republic of China, various organisations
of the financial services sector in Hong Kong jointly held a
celebration banquet on 5 October 2015. Officiating guests
included Chief Executive, Hon. C Y Leung, GBM, GBS, JP;
Ms Chou Hong, Deputy Director, Liaison Office of the Central
People’s Government in the HKSAR; Secretary for Financial

EREH

ople’s Republlcw
B

The financial services sector celebrates the National Day *e‘s Republic of China.
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Chief Executive, Hon. C Y Leung said that the financial services sector and
the entire community of Hong Kong paid a great role in the opening of China
during the past 30 years. Under the “One Belt, One Road” initiative, the
renminbi will have a higher profile in cross-border and overseas transactions.
Being the hub with the most advanced asset management expertise in Asia,
Hong Kong will thus have a bigger role in financial connection between China
and countries along the trade routes in the One Belt, One Road scheme.



A REHTEIRBFBSSRTMBBELE -
Ms Jeanne Lee, Chairman of Hong Kong Securities Professionals Association,
gave the welcome speech.

Services and the Treasury, Professor Hon. K C Chan, GBS,
JP; Hon. Christopher Cheung Wah-fung, SBS, JP of Financial
Services Functional Constituency in the LegCo; Chairman of
Securities and Futures Commission Carlson Tong, SBS, JP;
Chairman of the Hong Kong Exchanges and Clearing Limited,
Hon. Chow Chung-kong, GBS, JP.

Chief Executive, Hon. C Y Leung pointed out that Hong
Kongisanimportant hub in the “One Belt, One Road” economic
scheme and provides an essential financing platform for the
overseas expansion of Mainland enterprises. He said that
the HKSAR government recognises the importance of the
financial services sector, and he hoped that the sector would
continue to contribute towards the prosperous development
of both Hong Kong and Mainland China.

A REEFEERKBETEEF XN S RBEEBEHE
Mr Tan Yue Heng, Chairman of Chinese Securities Association of Hong Kong
and representative of the organising committee, gave an appreciation speech.

——

1

A DERSRRBAREEFESBS, IPRRESVE -
Hon. Christopher Cheung Wah-fung, SBS, JP (Financial Services Functional
Constituency) made a toast.

A EBBS00NRELFE - BEEE - REEETHMEIEENS (AW) MREBEREKRBERRBHIRGCBS © P (F)- BIFRRIEH (A=) RZEES

ARG A REEFZ SSBS * JP °

Ms Chou Hong (fourth from right), Deputy Director, Liaison Office of the Central People’s Government in the HKSAR, Secretary for Financial Services and the
Treasury, Professor Hon. K C Chan, GBS, JP (centre), Under Secretary for Financial Services and the Treasury Mr James Lau (third from right), and Hon. Christopher
Cheung Wah-fung, SBS, JP (Financial Services Functional Constituency) were among the 500 plus guests whose presence graced the banquet.

CGSE BULLETIN 11



ANHE RIS R E R RRREHIXGCBS, JP(F)ER -
CGSE members and Secretary for Financial Servicernd the Treasury, Professor Hon. K C Chan, GBS, JP (centre).
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‘ A BEESBRKHRLAAM -

Members of the Hong Kong Precious Metals Traders Association Ltd took a group photo.

-

A BEESBREHBGLOAAR - A HSEBHREBREMWERER (L) REIHCELHREN— (A2) -
Members of the Hong Kong Precious Metals Traders Association Ltd took a Miss Salina Yan (second from left), Deputy Secretary (Financial Services) 1 for
group photo. Financial Services and the Treasury of the HKSAR Government, and Mr Sun

Xiang Yi (second from right), Director-General Economic Affairs Department of
Liaison Office of the Central People’s Government in the HKSAR.

CGSE BULLETIN 13
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Briefing on the Registration and Opero’rlon of CGSE’s

Business in Qianhai

A BEEIBTRELEHPE  RERM -
More than 100 CGSE members in Qianhai attended the briefing session.
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A ASREELBRANGSREBEISNFE -
CGSE Executive Committee Members visited our Qianhai office.
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Since 2014, CGSE helped more than 60 members to
obtain operation licence and opened relevant bank accounts
to facilitate their cross-border business in Qianhai. Recently,
CGSE’s venture in Qianhai was formally launched as its office
opened in Unit 29B at the China Vanke Enterprise Dream
Park in Qianhai on 6 October 2015. CGSE President Steven
Chan and Permanent Honorary President Dr Haywood
Cheung organised a briefing session for members to explain

A BBBOITERRZEMNBARE - THASTENRBELE -
More than 80 CGSE members attended the taxation seminar and learned about
CGSE's services in Qianhai.

A MTRERBLEETRE -
Electronic screen at the lobby.

CGSE BULLETIN
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A MTOARBEEIREE - ATRPARIBOANAREE  UREEERAMEBDEEK -
The business corner on the ground floor is equipped with a projector, which is good for seminar purpose for accommodating up to 130 people. Vending machines of

beverages and meeting room for VIPs are around the corner.

about the capital verification requirement, the CGSE office
at Enterprise Dream Park and its services. The session
attracted more than 100 CGSE members who have business
in Qianhai. Then on 8 October, a group of CGSE Executive
Committee Members visited our Qianhai office.

Qianhai CGSE members’
Enterprise Dream Park

A group of CGSE members with business registration in
Qianhai visited the CGSE office at Unit 29B of the Enterprise
Dream Park to attend a seminar on the topic of “Company

visit to the

registration, operation and tax implication in Shenzhen”. The
speaker was CGSE’s consultant on taxation in Mainland
China who explained to members the tax implication issues
and the services offered by CGSE’s office in Qianhai.

About CGSE'’s office in Qianhai

The CGSE office in Qianhai is located at Unit 29B,
Enterprise Dream Park (East Zone) at the intersection of
Dongbin Road and Linhai Road, just opposite the office of the
Authority of Qianhai Shenzhen-Hongkong Modern Service
Industry Cooperation Zone. The CGSE office occupied an
office block of three storeys built on a 856.02 sq m site. The
facilities there included a business corner, meeting room for
VIPs, conference room, meeting room, office space on the
entire third floor and a terrace, all of which CGSE members
are entitled to use/rent.

Eicd=hill

A 2BZEHEOHAAIEMB-0ANGHREHRTEMER - EREDFIAEE - AR
ANFHARATIEFTSTIGHE - NERTE  ERRERAXASEE -
There are six meeting rooms on the second floor which are available to CGSE
members on a rental basis. Each room can accommodate 8 to 20 people. The
rooms are named after the gold markets in major cities such as Hong Kong,
London and New York, and are equipped with projector, television set and basic
stationery items.

A 2BRIBHESREHITEMEM -
Meeting rooms on the second and third floors are available to CGSE members
on a rental basis.



The CGSE office offers one-stop corporate services for
CGSE members with registration in Qianhai, which include
tax return, annual review, financial and tax consultation,
monthly account books, issue of capital verification
documents, arrangement of visits and liaison with the State
Administration for Industry and Commerce and the Qianhai

Authority.
ASEZERALEBINAER - RTERHEEE  RHALE - FHRITH
BR#% °
There are 48 workstations on the third floor which provide telephone, wi-fi A 3B KRG E - B4 B EMKE R B T XE °
connection, photocopying and printing services. The terrace on the third floor is a great place for socialising and relaxation.
A BEORBEREONZTOKERETFME - A NERERBERNRYIENERERER o
Elegantly decorated pantry and restrooms are available on each floor of the CGSE office. Staff members of the CGSE office in Qianhai.

A 108178 @ BEEFEER  HURENEERE—1T30ZA2BRANENER
On 17 October 2015, CGSE Executive Committee Members Mr Lee Wai-wang and Mr Sammy So visited the CGSE office in Qianhai, who were accompanied by staff
members of the office.

CGSE BULLETIN 17
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Gold Trade Forum
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"The Evolution of Asia-Pacific Bullion Market in the Past
Five Decades” Forum - Looking Back on 50 Years of Gold

Trading in Hong Kong
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A ITBREZ—  ABKERESRSEEMIE
ABEEHSEE -
Mr Fung Chi-kin, Permanent Honorary President of
CGSE, looked back on the historical development
of the Asia Pacific gold markets.
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A TREBERITRRADITITRMKE— »
Mr Bruce Ikemizu, Branch Manager of ICBC
Standard Bank in Tokyo.

A BEES

A BEBERFEBERARBEMELE -
Mr Henry Yap, Consultant at Johnson Matthey
Pacific Limited in Hong Kong.

(B%) BRARIEFHIEIDRALE ©
Mr Anderson Cheung, Managing Director of China
Merchants Securities (HK) Co Ltd.

A ERESHEERBRZR -
Mr Albert Cheng, Advisor of World Gold Council.

A forum entitled “The Evolution of Asia-Pacific Bullion
Market in the Past Five Decades” was organised by the Hong
Kong Precious Metals Traders Association on 12 September
2015. More than 300 representatives of the precious metal
trade from Hong Kong, Singapore, Japan and Mainland
China attended the forum to learn the views of the panel
experts who looked back on gold trading in the Asia-Pacific
markets over the past 50 years.

Mr Kwong Dak-shing, Chairman of the Hong Kong
Precious Metals Traders Association, gave the welcome
speech and presented souvenirs to the supporting units
of the forum, which were Jiaxin Precious Metals, Cheung’s
Gold Traders Ltd, Acetop Precious Metals Ltd, Safe Gold
Bullion Ltd, HXPM Ltd, Man Loong Bullion Co Ltd, Baidu,
Bloomberg, Hexun, Hong Kong Economic Times, Now
TV, RoadShow, Wealth Magazine, Pugoyi Asia and ProAd
Productions.

Hong Kong as a Transaction, Clearing and
Finance Centre in the Gold Trade

Mr Fung Chi-kin, Permanent Honorary President of CGSE
and International Advisor of Shanghai Gold Exchange, bore
witness to the change and progress of the gold markets in
Asia-Pacific over the past five decades. He said that Hong
Kong has always been an entry point where more than
1,000 tonnes of gold passed through every year on their
way to Mainland China. The US dollar used to be backed

A BEoXBEMERL -
Mr Daniel Sit, gold trade consultant.

CGSE BULLETIN

19



20

ABREFL ZESEREEBERALHRE [THZLE| BREHTH
DERHNR -
Experts and trade leaders shared their views on the Mainland-Hong Kong gold
connect.
by gold when the gold standard was in place, but since
the separation the two have gone on different pathways of
development, which has led to increased high liquidity and
inflation. Recently, India made a decision to launch a gold
monetisation scheme, which is expected to make gold return
as an important form of currency that reflects its historic
values and functions.

Physical Gold Trading in Hong Kong

Mr Henry Yap, Consultant at Johnson Matthey Pacific
Limited in Hong Kong, noted that Hong Kong gold merchants
have a reputation of being credible, which is a key to their
success in the market. Gold traders loan gold from banks
and gold merchants, and ship them to Hong Kong for
clearing, which is then sold to users and customers. Gold is
then bought back by the market to repay the banks and gold
merchants. Possessing a good smelter operating system
and AAA ranking is definitely an advantage of Hong Kong’s
gold merchants.

Gold Arbitrage in Hong Kong and London
Gold Markets

Mr Daniel Sit, a gold trade consultant, said that thanks
to the gold and commodities trading system provided
by Reuters and the Associated Press, the gold markets
in Hong Kong and London could work in parallel. The
increased transactions, the differences in transaction units,
denominated/denominating currency, fineness and interest
rates between the two markets all led to increased chances
of gold arbitrage.

Mr Anderson Cheung, Managing Director, China Merchants
Securities (HK) Co Ltd, said that outflows from gold-backed
ETFs had been significant during the past few years, but as
gold provides important support to currencies, it is more
often for central banks to buy gold at lower prices than to
sell it. Mr Cheung added that gold price is unlikely to suffer
from a big drop because of the increasing mining cost.

Eicd=hill

A BEKEFERHSSHHESERRFLE - TRSTOSHER -
Mr Kwong Dak-shing, Chairman of the Hong Kong Precious Metals Traders
Association, thanked all the attending speakers and guests in his welcome speech.

A RHEBERER  NSBEMINBERSAAETE [REE] 5% -
CGSE President Mr Steven Chan revealed CGSE’s plans to engage with the
Singapore Exchange to launch a new Singapore-Hong Kong gold connect.

The Past, Present and Future of the Tokyo
Gold Market

Mr Bruce lkemizu, Branch Manager of ICBC Standard
Bank in Tokyo, pointed out that around 10 million gold
contracts were transacted annually at the Tokyo Commodity
Exchange in recent years, which was equivalent to roughly
40 tonnes of gold on a daily basis. This level was about
half the transaction volume during a bull market. The Tokyo
Commodity Exchange has listed a Gold Daily Futures
Contract (Cash-settled Futures Transaction - Daily Futures)
in May 2015, hoping that this will boost the profile of the
exchange in the region.

Significant Change over the Past Two
Decades in the China Gold Market

Mr Albert Cheng, Advisor of World Gold Council, noted
a marked shift of gold trade from the western to the eastern
economies over the past 50 years. Exchanges in Shanghai,
Japan, Singapore and Hong Kong have successfully
expanded to new markets in the last decade, while central

banks in Europe sold their gold reserve in significant volume.



The three most important gold markets today are China,
India and Southeast Asia. Among them, China is the only
market where commercial banks are allowed to have a direct
involvement in the gold market, and thus the China market
has a greater impact to the gold universe as a whole.

Round-table Discussion on the China-Hong
Kong Gold Connection

CGSE’s Permanent Honorary President, Dr Haywood
Cheung, talked about the new opportunities for foreign
enterprises to be borne by the 1,500 tonnes precious
metals bonded warehouse, which is under construction in
Qianhai, and the free trade policy for gold outside China. He
expected the fluctuation of the offshore Renminbi to increase
from 1% to 3-5% in the future, which would present more
opportunities of gold arbitrage for gold merchants.

CGSE President, Mr Steven Chan, was optimistic about
the new, bigger gold market in the future underpinned by
the new Shanghai-Hong Kong Gold Connect, which was
formally launched on 10 July 2015 and opened the way for
the Hong Kong market through the increase of Renminbi
derivative products. Mr Chan expressed that CGSE was
scheduled to sign a cooperation agreement with ICBC in late
September, in preparation for the first gold trading in Qianhai
in December. He also revealed CGSE’s plans to engage with
the Singapore Exchange to launch a new Singapore-Hong
Kong gold connect.

Mr Cai Xuan Feng, Deputy President of ICBC at Qianhai,
said there are more than 400 offices and organisations of
ICBC outside of China with a coverage of 17,000 branches.
The expansive network will provide strong support to CGSE’s
operation in Qianhai.

Mr Ouyang Huan Song, General Manager of Qianhai Sub-
branch Asset Transaction Department of ICBC, said that
ICBC will provide clearing and transaction services support
to the operation of CGSE’s sealed-off, tariff-free warehouse
in Qianhai. The bank has also developed a unique electronic
transaction system, which will facilitate the cross-border
trade in Renminbi when CGSE members conduct spot gold
transactions, arbitrage and margin trading.

A BRFIHEEER  KNEGHNEER
PBRESAE -
Former CGSE President
Mr Raymond Chan hosted
the round-table discussion.

A KEZBGERRERKT  AERE
IS EMBEB N ERAIE -
CGSE’s Permanent Honorary
President, Dr Haywood Cheung,
acknowledged the significance of
Qianhai in CGSE’s expansion of
business outside of Hong Kong.

Former CGSE President Mr Raymond Chan said that
CGSE members who are qualified for trading at Qianhai could
store gold at the bonded warehouse, before selling the gold
to Mainland Chinese customers. Members will be able to rely
on ICBC for transactional services. Mainland gold merchants
and jewellers can also enjoy a faster way to buy gold via the
bank by registering the transactions at the Shanghai Gold
Exchange and receiving the physical gold in China.

Francis Lun, President of the Executive Committee of the
Hong Kong Institute of Financial Analysts and Professional
Commentators Ltd, opined that CGSE’s project in Qianhai
will provide a favourable platform for investors where they
can buy London gold and sell Hong Kong gold (RMB
gold), in order to make a gain due to the difference in the
exchange rates.

A PEITHRTINESTEREER
5 ARSI RS BL o
Mr Ouyang Huan Song, General
Manager of Financial Asset
Exchange Platform, Qianhai branch of
ICBC.

A BBEEEMEHOTRTRRIHEER
BEeREER -
Francis Lun, President of the Executive
Committee of the Hong Kong Institute
of Financial Analysts and Professional
Commentators Ltd.

APBRIBRTAESTRENTR A RESFRE BBIONELE
BRI - AR eRAREERAR2E &

More than 300 trade and media
representatives from Hong Kong and
abroad attended the forum.

Mr Cai Xuan Feng, Deputy President
of ICBC at Qianhai.

A FSBERRAE (LM)  KERBEREFEREL (d)  FBEIHRTANE

DTTRRET (AM) - BIITREEE (=) ReMEER S BELERSGE
W (=) BEWBUER -
Group photo with CGSE President, Mr Steven Chan (fourth from left); CGSE’s
Permanent Honorary President, Dr Haywood Cheung (centre); Mr Chen Wei
Ping, President of ICBC at Qianhai (fourth from right); Mr Cai Xuan Feng, Deputy
President of ICBC at Qianhai (third from right); Mr Ouyang Huan Song, General
Manager of Qianhai Sub-branch Asset Transaction Department of ICBC (third
from left), and representatives of organising units.
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B25EH CGSE QUICK NEWS

CGSE-SRD Union Li Chun Association’s
Doubles Tournament 2015

BASENR BEBESRMHSHMN2015FERMEEML [28B8F] PEK
EITIHRRE  ROA0RERER - EX - NEREEREHBE - REBELHLR
REH - BIHEFER - BREK  BBREE - [BEIHFRER - 16KTERR
ETBRAST BERNM=FMBE210ERFOEAS - REAFE—EMBEA
SREARATAIRKRENTLE - YHELSRMARARKRLIINEEFE -

A F-eRREELEEERNR=F  REBEE
Players from First Gold took the top three priz

EREH v



The CGS i Badminton Doubles Tournament 2015 final was held

on 20 Sep thletic Association, which sponsored the venue. CGSE
Vice Pre Union Li Chun Association Mr Sunny Tiu, Deputy He
Mr Kwo Kun-io and Executive Committee Members kic

the game. e mixed double matches. The champion and first-r
were both from and the second-runners up were from First Gold and Po Fung Bullion Cor

V ARG IBREEIISAREITR o
CGSE Executive Committee Members cheered for tf

A BELBEBTOBIEE - FIEHOHE -
Players gave their best performance at the badminton matches.

L REAEZSHRBERETERRER (7
Head of CGSE-SRD Union Li Chun Associatic
tournament.
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B 25BN CGSE QUICK NEWS

SEEeETBREPLBENABRAIMNE

BEEELEBRERLONR2010FKILES  HETCBLBRA
BEEESRIREREXRER  BELERETORY - BEX
NEZHEE - RSB RRMIE L FEFE IR T EERAMA
B BRTTERE R DEIKF o

The Hong Kong Precious Metals Assay Centre Ltd was
founded in 2010 and has been under the monitoring and
guidance of a Steering Group, which helps improve the service
quality of the centre. CGSE is honoured to welcome three

~ new members including Dr Lotto Lai, Dr Fong Lai-ying and Mr | » 4 . riemesgmiz 2956  FRESEES - S48 . ZaBIAT
ai-huen, BBS, JP to the Steering Group, who will help Bt TEEZMRESESBREPOEERICH -

he function of the group. (From left) CGSE Executive Committee Members Mr Lo Kun-io and

Mr Stephen Lee, Chief Executive Mr Dicky Lo, Executive Committee

Member Mr Yu Kam-wing, Dr Lotto Lai, Mr Wong Kwai-huen, BBS,

JP, and Hong Kong Precious Metals Assay Centre Ltd Manager

Ms Kathy Fu.

%_ ]:_.l'n ’Eflo$’:rf

9R19R  FIHEMPM2015FEEIRNFBEEERIE - BIERSE

BERGRERER LT - %;‘%t@%ﬁ?ﬁ%?ﬁﬁ%l‘%@ﬁ&@ﬂ%gﬁﬂ
ERBABLTREECHEERARSETEECTERE - DA#ER

[BEER] - [ERARBEEEARENER] &k [RABRR
DFEERD ] =(HRE -

CGSE’s third Continuing Education Seminar in 2015 was held
on 19 September. Guest speakers Ms Xandria Chan, CGSE Chief
Compliance & Member Service Officer, Dr Wilson Chan, MA, MSc,
MBA, City University of HK Adjunct Professor, and Dr Richard
Chow, DBA, SFHKSI, Hong Kong Monetary Authority talked about
issues of compliance, latest developments of on-shore and off-shore
renminbi (CNY and CNH) transactions, and anti-money laundering
and counter-terrorist financing respectively.

A BECREERBARSEL (1)
Dr Richard Chow, DBA, SFHKSI (left), Hong
Kong Monetary Authority.

24 EIREA




3

20154

M

e ——
-

j_¥l\

Demand for Gold

g5

& 75 N 8 5

A Review of the Demand for Gold in @2 2015

FRTE THESE

AEFFMESERRTESSRE -
MEEBEELOTRSEHMERTE
ZEESHERTBEI4.9RM © RELT
FE12% o AT N FHLEZELE : ©F
TRERRABEAGR  BERHEARR
TR EIFERTHEE ML 604 = & 7
% MBFIZEAINEH A RIEGESE -
EHE R A ENFE SKIE AR o

G ]

ARELHBERE A513.54M @ FFH
LR A 14% o FEEEMNAARRTE - TkE
TEHETE  TEAMENGRERRE
BENAOMBESN - MERIESKE -
SERECHBFRERER - X2+ &E TR
ST HEHBENESHMT REERLE £
FELL 2% BE LY FRTEREE
8.2 - A2010F URZEFHEE -

5%

I

\

EHECRESHEK  XRE=- &
MESE BRESAREEETISH &
ERFIXRFBHROAMNE - LHFEERE
BEEESRRB13% BT ENEESTEH
REEEBRBEMSNEE  OERES
SKEBR=EA - THB30%ENFREEMN
36.5M  THHEBNEABIRENIS SR
BEANL -

K17

SERTEENRKERESZ TR
HAEENME  SAFTEREFRE1374
W SRSFFHEMNI% - REBHE
FRERITEMABIGINHE S HE - KB
KARRKER - AFEFEA36.8M - 5
NEREBERIENFTE K - ZERTT
®4A -6 AEAT.3ME - BREEIMEA
EMESHEE EEOWREROFR K
RTINS 0 FE FEEL R T 1E 5% B A9 1 3WE
5 o

BHX

R RAKE - RIEBEERRE
FREMBENR  SEEFEREMRL
BEeEENERR EFERANEST
RER/CS.2WE - FRLKI% - 45 A
REREE - A RBENBERTRE
10-15% o HAth T 2 M S 66 fE A ) 75 Sk i
B¥R RENSHMESEHE B

ERIHUR Source : & £ 1%& World Gold Council

BREHETHEMEE K EOBRIE -
TRASKA%ZATHE - AE FREEE
IKIFE o

Demand Slips but is
Expected to Buoy Towards
Year End

The gold market was bullish in Q2
amid subdued gold prices and a weak
sentiment among consumers that saw
the demand for gold in the quarter
slipping to 914.9 tonnes, down 12%
year-on-year. However, the demand is
expected to improve in the second half
of 2015 especially in China and India, as
China’s central bank announced that it
had increased its gold reserves by 604
tonnes just a few weeks before Q3, and
as India welcomes the traditional festive
and wedding season in Q4. A downward
trend in price could be seen as a signal to
buy for investors.

Jewellery

The demand for gold jewellery in Q2
was down 14% year-on-year to 513.5
tonnes. Demand fell in Asian and Middle
Eastern markets due to
weakened spending power on jewellery by
the rural population, affected by extreme
weather in India, which also experienced
a quiet wedding season in Q2. On the
contrary, the downward movements in
gold price prompted a slight rebound in
demand in the West: a 2% up year-on-
year in demand for gold spotted in the
US, and reached 8.2 tonnes in the UK
during the first half of 2015, the highest
level since 2010.

in general,

Investment

Investment in gold dropped due to
three reasons: a lack of direction in gold
prices, investors were in favour of investing
in the stock market, and an expected rate
hike in the US in September. Demand for
gold bars and coins during the first half of
2015 dropped by a larger extent of 13%.
Investors in China preferred stocks to
gold because of a lack of direction in gold

price. Investment demand for gold in India
has been falling for three months in a row,
down by 30% to a total of 36.5 tonnes,
a six-year low. The marked devaluation
of the Turkish Lira also brought a general
freeze on investment activity in Turkey.

Central Banks

Central banks around the world
continued to diversify their reserves away
from troublesome currencies. Demand
for gold among central banks in Q2 was
187.4 tonnes, up 15% from the five-
year average level. The announcement
by China’s central bank to increase its
gold reserve by a large extent was seen
to be a significant move, though Russia
remained the biggest buyer of gold with
a net purchase of 36.8 tonnes in Q2.
Kazakhstan has been expanding its
gold reserve for 33 consecutive months
now, buying 7.3 tonnes in April and June
respectively. Iran, whose central bank’s
activity was lesser-known, repatriated
18 tonnes of historically purchased gold
from South Africa, where the gold had
been stored.

Technology

As consumers change their electronic
gadgets regularly, demand for gold in
the technology sector saw a challenge
since manufacturers began to seek
cheaper alternatives to gold to satisfy
the consumers’ thirst for new products.
Demand for gold in the electronics sector
dropped 1% year-on-year to 68.2 tonnes.
The purchase of gold bonding wires
softened due to a 10-15% drop in demand
in Mainland China, Taiwan and South
Korea. Contrary to a steady demand
in other industries and for decorative
purposes, the demand for gold jewellery
and gold-plated accessories increased
unexpectedly and counterbalanced the
drop in demand in China and Russia.
Gold for the use in dentistry dropped 4%
to 4.7 tonnes, the lowest quarterly level
ever on record.
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Member's Analysis
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A Gold Story Tied to Fed Rate Hike Speculations

WMRF016F ¥ FLASTHEFEESE - BEH
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If it was the Greek crisis that had affected the majority of
gold prices in the first half of 2015, the main focus in the latter
half must have turned to the Chinese financial crisis triggered
by A-shares’ sharp decline and RMB devaluation. As of writing,
the impact faded and the Fed rate hike scored back to the top
of our list of headline priority and grabbed our attention as it
became the most important factor of Q4.

Now, speculations on raising the benchmark interest
rate eased off as treasury yields declined with money from
the stock market, in anticipation of an even smaller chance
of a rate hike this year despite constant alarm testing by the
Fed chairlady and her colleagues. Not only was it triggered
by wild guesses of investors, but it was also proven by the
weak economic data. As such, the Dollar Index remained weak
and has not made any breakthrough after its high at 100.39
in March, which supported gold prices after all. The market
has digested the fear and stabilised a bit since August, as
global stocks rebounded and different assets recovered. Many
countries may have more stimulus packages to support their
economies. All of the above can be reasons for why gold
rebounded from August.

To put the gold price movements into perspective, it was
already going through a rollercoaster in early 2015. It first
rose from US$1180 to $1300, and then accelerated to fall. In
Q2, it consolidated in a horizontal channel without a clearly
established up or down direction. On 20 July, spot gold lost
ground on the key level of $1100, hitting a five-year new low,
after dropping five days in a row, which dragged the price
range to around $1100. Not much changed until August, at
which the price of gold tried to rebound three times, but was
still pressured by $1170. Now whether it can have a decent
breakthrough upwards is everyone’s question. On a weekly
time frame, gold price faced pressure from the 100-day SMA
in January and 50-day SMA from February to mid-October.
The resistance at $1180 could be huge. If gold succeeds in
breaking through, it may rise all the way up to $1250 this year,
which would recover the losses since Q1.

Since early October, the market sentiment has shown
a gradual improvement. After all, it is highly unlikely that the
Fed could move an inch with the spell casted by itself last
September. What affected it then would still be affecting it now.

So, there should be no ground for a rate hike immediately.

There are two major concerns, though. Firstly, the global
market is still at risk and crisis is not far away, which could be
evidenced by what we saw in the unfolding of Chinese events.
Undoubtedly, China is now facing downside pressure in terms of
GDP growth whilst it goes through its most important structural
reform. Stuck with overcapacity and the needs to stimulate the
internal demand, the ups and downs of the Chinese economy
can affect many countries including the US, both directly and
indirectly, due to its sheer large size.

Secondly, the US is still on the road to a rate hike, and will
reach it sooner or later. If there is one thing that we have learnt
from the history of US rate hikes, it’s that it always led to a
disastrous turn of events for others, including Latin America
and Southeast Asia. Well before the new round of rate hikes,
the market has already been alarmed by capital outflow from
emerging markets, slumped currencies, and pressed prices of
energy and commaodities. As much as Janet Yellen would like
to reduce the volatility, perhaps we all know that it could only
be inevitably volatile. Maybe now it’s just the beginning of the
story, but when all asset prices fall, gold cannot survive alone,
and it takes time to recover.

In short, the future of gold prices depends on the moves
made by the Fed. When the prices of precious metals are again
hardly pressured, the time frame of a rate hike will become more
foreseeable. While the traditional surge in physical demand by
year end may help support gold, one must pay attention to
Fed moves, and be mindful of the possibility of “black swan”
catastrophic event in the market. After all, the only thing that
is certain is uncertainty, and what is really constant is nothing
but change.

Research Department, Wing Fung Precious Metals Ltd.
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HKPMAC ® Hong Kong Precious Metals Assay Centre Ltd
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Wifii Trust

H[5& Reliable
WEfE Accurate

H ¥ Professional
AIE Impartiality
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Specializing in gold fineness testing
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Accredited Laboratory under Hong Kong Laboratory Accreditation Scheme (HOKLAS)
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Mission - To provide precise and accurate test results for
customers.
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Vision - To be recognized as one of the leading laboratory
service providers, providing world-class gold fineness testing
services for customers.

T v 1 2 VB8 0 5 v o0 L 1 75 R ) e I 2 7 s v B VB T (el IR 5 29 23 4) - DK B i B 45 BIUK P 3 2 R ISO/IEC 17025 BLE ©
HRAES B W o S AR R

HKPMAC is a HOKLAS accredited laboratory(registration number 234) and our standard of testing complies with the ISO/IEC 17025.
Updated scope of accreditation of our laboratory is available on the web-site of HKAS.
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Hong Kong Precious Metals Assay Centre Ltd
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14/F Gold & Silver Comm. Bldg., 12 — 18 Mercer Street, Sheung Wan, Hong Kong
MR #4457 Hotline Tel: (852)3678-0028  EE¥ Email: hkpmac-enquiry@cgse.com.hk



