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China’s appetit for gold
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By Frank Holmes, U.S. Global Investors

March 30, 2010
What would happen to the price of gold if China’s annual consumption went up tenfold?

That's the high-end demand case laid out by the World Gold Council (WGC) in its new report
“Gold in the Year of the Tiger,” which focuses on China.

Consumption of Gold Jewelry Around the World
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The WGC says China’s gold consumption of 423 tonnes in 2009 works out to about one-
quarter of a gram per person, which is lower than other Asian countries with cultural affinity

for gold (chart). The Saudis consume more than three grams per person, and in Hong Kong,
it's more than two grams.

“If gold were consumed in China at the same rate per capita as in India, Hong Kong or Saudi
Arabia, annual Chinese demand could increase by at least 100 tonnes to as much as 4,000
tonnes in the jewelry sector alone,” the WGC writes.

http://advisoranalyst.com/glablog/2010/03/31/ chinas-appetite-for-gold/print 01/04/2010

s

= P

MEMBRE

tetdus i i i ient étre iptEim Les opinions expr
Les renseignements contenus aux présentes ortétéus de sources que nous croyons fiables mmgmmas garantis par nﬁu; (:t pog{gﬁ;nzggi;?gveme d%s valeursp
mées sontgbasées sur notre analyse et interprédgi@es renseignements et ne d0|ver_1t pas étrpriétiées comme une so Icgﬁt:gznées o rooovar e rer]
mentionnées. La Firme peut agir a titre de coreefithancier, d’agent fiscal ou de souscrlpteurrnml r,tameAs des’compagm;s m | e o aaneniet ot potvom o
nération pour. ses services. La Firme et/ou sesi@ffi, ses administrateurs, représentants, asgmeiggnt étre détenteurs des valeurs &epl
ter des achats et/ou des ventes de ces valeuesnge & autre sur le marché ou autrement.




S - «

AdvisorAnalyst Views » China’s Appetite for Gold » Print Page 2 sur 2

OK, 4,000 tonnes (128.6 million troy ounces) looks pretty extreme, even for the most
enthusiastic gold devotees. The WGC offers a more reasonable but nonetheless bullish
outlook: China’s gold demand has nearly doubled over the past five years (13 percent growth
per year), so it would not be a huge stretch for a doubling to roughly 850 tonnes per year in
the next decade.

Gold demand is rising as China’s middle class expands, and while the nation is the world’s
largest producer, domestic supply falls short of demand by some 100 tonnes per year and
that gap will almost certainly widen with rising demand.

As more foreign gold is diverted to the Chinese market, the impact on world prices could be
significant.
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