
GOLD

PRODUCTS AND MARKETING CHANNELS

Gold accounts for 98% of AngloGold Ashanti's revenue from product sales. The balance of product sales is
derived from sales of silver, uranium oxide and sulphuric acid. AngloGold Ashanti sells its products on
international markets. 

Gold produced by AngloGold Ashanti's mining operations is processed to a saleable form at various precious metals
refineries. Once refined to a saleable product – generally large bars weighing approximately 12.5 kilograms and
containing 99.5% gold, or smaller bars weighing 1.0 kilograms or less with a gold content of 99.5% and above – the
metal is sold either through the refineries' channels or directly to bullion banks and the proceeds paid to the company.

Bullion banks are registered commercial banks that deal in gold. They participate in the gold market by buying
and selling gold and distribute physical gold bullion bought from mining companies and refineries to physical
offtake markets worldwide. Bullion banks hold consignment stocks in all major physical markets and finance
these consignment stocks from the margins charged by them to physical buyers, over and above the amounts
paid by such banks to mining companies for the gold.

Where forward sales contracts exist against which AngloGold Ashanti delivers physical product, the same
channel of the refinery is used. In this case, the refinery does not sell the metal on the company's behalf, but
instead delivers the finished gold bars to the bullion bank with which the group's forward contract is held. The
physical delivery to the counterparty bank of the appropriate amount of gold fulfils AngloGold Ashanti's
obligations under the forward contract, and AngloGold Ashanti is paid for this gold by the relevant bullion bank,
at the price fixed under the forward contract, rather than at the spot price of the day.

GOLD MARKET CHARACTERISTICS

Gold price movements are largely driven by macro-economic factors such as expectations of inflation, currency
fluctuations, interest rate changes or global or regional political events that are anticipated to impact on the
world economy. Gold has played a role historically as a store of value in times of price inflation and economic
uncertainty. This factor, together with the presence of significant gold holdings above ground, tends to dampen
the impact of supply/demand fundamentals on the market. Trade in physical gold is, however, still important in
determining a price floor, and physical gold, either in the form of bars or high-caratage jewellery, is still a major
investment vehicle in the emerging markets of India, China and the Middle East.

Gold is relatively liquid compared to other commodity markets and significant depth exists in futures and
forward gold sales on the various exchanges, as well as in the over-the-counter market. 
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TRENDS IN PHYSICAL GOLD DEMAND 

Physical gold demand is dominated by the jewellery industry and the investment sector, which

together account for almost 90% of total demand. The balance of gold supply is used in dentistry, electronics

and medals. 

While the quantity of gold used in jewellery consumption has decreased over the last decade, the investment

market has largely taken up available supply. Investment in physical gold includes bar hoarding, coins, medals

and other retail investment instruments as well as exchange traded funds (ETFs), which have, since their

inception in 2002, become well established as a vehicle for both retail and institutional investors and are now

the sixth largest holder of gold, after the major central banks and the International Monetary Fund (IMF). 

Newly-mined gold is not the only source of physical gold onto the market, and in fact accounts for just over

60% of supply. Due to its high value, gold is rarely destroyed and some 161,000 tons of gold (approximately

65 years of new mine supply at current levels) is estimated to exist in the form of jewellery, official sector gold

holdings (central bank reserves) and private investment. 

In 2008, gold was supplied onto the market from newly-mined production (2,385 tons), sales of gold by central

banks (485 tons) as well as from sales of scrap gold (977 tons), largely from the jewellery trade (1). 

GOLD DEMAND BY SECTOR

Jewellery demand

Geographically, just less than 80% of gold jewellery demand now originates in emerging markets, in

comparison to 64% a decade ago. The major markets for gold jewellery are India, China, the Middle East and

the United States. The Russian market has also seen recent strong growth, and was the sixth largest single

market for gold jewellery in 2008, with demand at just under 100 tons.

In the economies of India and the sub-continent, gold jewellery is purchased as a quasi-investment product.

High-caratage jewellery is sold at a relatively small margin to the spot gold price, which is generally transparent

to the consumer, and is therefore easily re-sold to jewellers or bullion traders when cash is required or when

the jewellery is out of date and needs to be refashioned.

(1) Source: GFMS
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Gold jewellery demand
by country
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TOP SIX JEWELLERY MARKETS IN 2008

Country Tons

India 470
China 327
United States 179
Turkey 153
Saudi Arabia 109
Russia 96
Other 804

Global total 2,138

Data Source: GFMS, World Gold Council.



India accounts for more than 20% of global gold jewellery demand and is by far the largest market for gold

in jewellery. It also accounted for more than 20% of identifiable investment demand in the sector in 2008.

Total bullion imports to India, though they may fluctuate significantly according to price movements during

the year, have risen steadily over the last decade.

The characteristics of the gold market in the Middle East are similar, although an important difference is the

exceptionally high per capita ownership of gold in some of the countries of that region. In the United Arab

Emirates, for example, consumption per capita is some 30 times that in the US or the UK and some 50 times

higher than in India. 

The Middle Eastern market accounted for over 300 tons of gold demand in 2008 or approximately 15% of

the global total. Turkey, Saudi Arabia and the United Arab Emirates are the largest consumers within this

market.

In China, approximately 80% of gold is sold in the form of high caratage jewellery which is easily traded,

similarly to the Indian and Middle Eastern markets. The balance of gold in China is sold in the form

of 18 carat jewellery. Although introduced to the market only in 2002, sales in this category of jewellery

have grown quickly due to its appeal to a rapidly-growing market segment of young, independent

urban women.

An important feature of the Chinese market in recent years has been the relatively stable nature of gold

demand, particularly in comparison to the Indian and Middle Eastern markets, where volatility typically

causes price-sensitive consumers to hold back on jewellery purchases. 

The US market accounted for approximately 180 tons of jewellery demand in 2008, just over 8% of the

global total. Gold in the USA is purchased largely as an adornment product and purchase decisions are

dictated by fashion rather than the desire to buy gold as an investment. The intrinsic value of gold as a store

of value does still, however, play a role in the purchase decision process.

Investment demand

As well as holdings in ETFs, which have become a well-recognised investment vehicle for gold, primarily in the

US and European markets, physical gold investment takes the form of bar hoarding (primarily in India and in

China) and official coins (for which the largest market is Turkey). 

Physical investment demand has grown significantly since 2003, when it stood at just less than 300 tons, to

levels of approximately 770 tons in 2008. Over the course of 2008, demand increased in all of the various retail

investment categories, and particularly in ETFs. Holdings in the latter increased from 28 million ounces

(approximately 870 tons) to 38 million ounces (approximately 1,180 tons), an increase of 36% over the year.

This significant increase in ETF holdings, which has continued post year-end, reflects growing concern over the

global financial system and a flight to gold as a ‘safe-haven’ asset.

Industrial and other sectors

The largest industrial use of gold is in electronics, as plating or bonding wire. In line with the growth in the

use of personal computers and other electronic instruments globally, the use of gold in this sector has also

increased, averaging a growth rate of over 9% in the five-year period from 2002-2007. The overall quantity

of gold used in this sector, however, remains small, at only 11% of total demand.
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Demand for gold for dentistry purposes continues to decline, however this constitutes only a small portion of

total demand, less than 2% of the global total.

Central bank holdings, sales and purchases

Gold held by the official sector, essentially central banks and the IMF, stood at approximately 29,000 tons

in 2008. Periodically, central banks buy and sell gold as market participants. Most central bank sales take

place under the Central Bank Gold Agreements (CBGA) and therefore without any significant impact on the

market. The second of these agreements is currently in its fifth and final year (which ends at the end of

September 2009). Central bank sales in the fourth year of the agreement, which ended on 27 September

2008, reached only 343 tons, against the quota of 500 tons available under the agreement. Sales in the

first quarter of the current year of the agreement reached only 50 tons, and it therefore seems likely, under

current circumstances, that the annual CBGA quota will not be reached.

At this time it seems likely that the current CBGA will be renewed and, that if, any gold sales by the IMF

(as recommended by the IMF’s Eminent Persons’ Committee to support the bank’s financial position) will

also take place within the framework of the agreement. The process of finalising IMF sales does, however,

require US Congressional approval and is therefore likely to be lengthy given the priorities facing the new

US administration.

ANGLOGOLD ASHANTI'S MARKETING SPEND

AngloGold Ashanti has since its inception been committed to growing the market for its product. The

company's marketing programmes aim to increase the desirability of gold to sustain and grow demand. 

AngloGold Ashanti is an active member of the World Gold Council, and AngloGold Ashanti's subscription

to the World Gold Council accounts for the bulk of the company's marketing spend. The company remains

involved in independent projects to grow jewellery demand, in partnership with companies such as Tanishq

(a subsidiary of the Tata Group) in India. It has also supported the development of gold concept stores in

China, under the 'Just Gold' brand. AuDITIONS, the company's own global gold jewellery design

competition brand, continues to grow and has become a well-recognised corporate marketing tool. See

the competition website at www.goldauditions.com/

Annual Report 2008 – 85 –

A
 d

es
ig

n 
fro

m
 t

he
 r

ec
en

t 
A

ng
lo

G
ol

d 
A

sh
an

ti 
A

uD
IT

IO
N

S
co

lle
ct

io
n,

 ’
H

yp
er

 N
at

ur
e’

.



THE URANIUM MARKET IN 2008

AngloGold Ashanti's uranium production is sold via a combination of spot sales and long-term agreements.

The spot price for U3O8 was volatile during 2008. The year opened with a spot price of some $90/lb, declining

to an annual low of $44/lb in mid-October and recovering to $53/lb by the end of the year. The long-term U3O8

price began the year at $95/lb and remained stable until the end of April when it began to decline, reaching the

year-end price of $70/lb. Long-term prices have not shown the same level of volatility as spot prices.

The significant volatility and overall decline in the spot price were driven by low levels of demand in the early

part of the year, followed by the impact of the financial crisis in latter months that caused financial players to

sell off their uranium inventories with some urgency to improve liquidity. The year-end recovery in prices was

most likely caused by unanticipated additional spot demand from China, and may continue on the back of

potential demand from India.

The declining spot price has had significant implications on near-term primary supply for uranium producers,

and in several cases has made it uneconomical for these producers to continue production. Notably, several

projects in the United States and South Africa have been curtailed or postponed, and some in Canada and

Kazakhstan are experiencing technical or production difficulties. This may result in a tightening of supply in the

short to medium term. However, the medium-to long-term indicators show that there is potential for increases

in supply through expansion plans, new discoveries of mineralisation zones and more amenable regulatory

environments, particularly in Australia, Russia and Namibia. 

Details on secondary supplies from the US also became clearer in 2008 with the Domenici Amendment

becoming law in late September 2008. This places limits on imports of low enriched uranium from Russia to

about 20% of annual US nuclear reactor requirements between 2014 and 2020. The US also published its

uranium inventory disposal plan and capped disposals at 10% of annual US reactor requirements, and will

make available up to an additional 20 million pounds of uranium for supplying into initial core programmes of

new reactors from 2010 onwards.

On the demand side, there continue to be calls from several countries to increase the proportion of nuclear

power supply in their fuel mix to reduce dependence on expensive coal and oil imports and to reduce

emissions. According to the International Atomic Energy agency (IAEA), more than 50 countries are considering

nuclear power. However, the financial crisis may temper this demand and cause delays to new projects due to

lack of available finance. 

The long-term outlook for uranium prices remains positive due to continuing forecasts of strong demand and

the expectation of continued challenges on the primary supply side. In particular, following the signing of the

‘123 Nuclear co-operation agreement’ between India and the US, demand from India is likely to appear on the

spot market. 
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