Macro charts show bloated and still expanding central bank balance sheets, negative real interest

rates in major currencies, and rapid growth of monetary aggregates. One could argue that these
facts are well known, and that is certainly the case. However, the consequences of these facts are
still unknown, and therefore undiscounted by the markets. This in our opinion is the basis for
further upside in the gold price.

Charts 16 & 17 reveal a potential time bomb for US treasuries. Interest on the public debt is close
to historical lows, due in part to Fed manipulation, the “fear” trade, and old fashioned
momentum. Think of what 300 or 400 additional basis points across the yield curve would do to
the fiscal deficit. (Hint: what is 4% x $16 trillion as a percent of future fiscal deficits? Answer: it is
very high).

Charts 22 & 23 reflect the declining willingness of foreign investors to invest in US securities. It
may have something to do with the point above.

Charts 27, 30 & 31 indicate that despite all of the talk about gold, it remains very underowned.

Charts 34 & 35 show that sentiment is at, or approaching rock bottom levels from which rallies can
be reliably be expected.

Chart 44 shows that despite all of the sell side whining about rising costs (see Chart 45), profits are
at record levels.

The consequence of Chart 44 is reflected in Chart 48, a steady decline in equity issuance. We
believe declining equity dilution is an important positive fundamental change in the industry that
will help lead to expanding valuation of gold mining equities.
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Fig. 8. Gold and Combined M2
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Fig. 24. Gold Supply and Demand(tonnes)
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0ld gold scrap 835 944 829 886 1,107 956 1,217 1,672 1,723 1,669 1,237
Traditional supply 3426 3536 3307 3436 3,588 3,432 3,626 4,257 4,463 4,495 @ 3,337
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Fig. 27. GLD Ownership by Type
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Fig. 30. Central banks Holdings of Gold (tonnes)
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Fig. 36. Comex Gold Futures Open Interest Fig.37. Gold vs Continuous Commodity Index
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Fig. 45. Total Cash Outflow ($/0z)
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Fig. 49. Gold Price Discounted by Market
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Fig.50. Consensus Forecast Gold Price ($/0z2)

$1,700 +  ———
i 2013
$1,500 .
i 2012
$1,300

51'100 T \
2010

$900 +
e —y,
$700 -+ \
: \ 2008
$500 . . : . 2007,
0 Yrl Yr2 Yr3 Yra

Yr
Source: Scotiabank

Fig. 51. NAV Premiums - Senior & Intermediate producers (N.A.)
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Fig. 52. P/CF - Senior producers (N.A.)
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