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Disclaimer 
Nothing in this presentation shall be construed as a solicitation to buy or sell any 

security or product, or to engage in or refrain from engaging in any transaction. In 
preparing this research, MPS did not take into account the investment objectives, 
financial situation and particular needs of the reader. 

  
Before making an investment decision on the basis of this presentation, the reader 

needs to consider, with or without the assistance of an adviser, whether the advice 
is appropriate in light of their particular investment needs, objectives and financial 
circumstances.  

 
This presentation is based on information obtained from sources believed to be 

reliable but MPS does not make any representation or warranty that it is accurate, 
complete or up to date.  MPS accepts no obligation to correct or update the 
information or opinions in it. Opinions expressed are subject to change without 
notice and accurately reflect the views of MPS at the time of writing.  

 
This presentation has originated from MPS (ABN 30 094 927 947), a licensed securities 

dealer (AFS Licence 247 404). MPS can gain income through brokerage, capital 
raising commissions and corporate advisory fees.  
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Investment Outlook 
• Gold price likely to exceed US$2000/oz 

• Gold price alltime highs in all currencies 

• Strong gold demand from all sectors  

• Global mines supply beginning to rise 

• Australian gold to rise 50% to  >390t by FY15 

• Global gold sector equities very cheap 

• Earnings and dividends to rise sharply 

• Only early stages of major bull market!!   
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Long Term Gold Price 

Source: Eric de Groot 
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10 Year US$ Gold Price 

Source: Stockcharts 
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Long Term A$ Gold Price 

Source: Stockcharts 
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Long Term Gold in Euros and GBP 

Source: Stock Charts 
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Global Gold Demand (t) 

Source: GFMS WGC 

2005  2006  2007  2008  2009 2010  

2010 

Q3 

2010 

Q4 

2011 

Q1 

Jewellery 2,718 2,298 2,418 2,304 1,814 2,017 488 511 471 

Industrial and 

dental  
427 452 465 461 973 466 97 103 103 

Investment  779 831 612 973 256 381 349 

Total (t) 3,924 3,581 3,495 3,605 2,304 4,026 841 995 923 

 

 [1] Total investment includes identifiable investment plus inferred investment which is a balancing item 
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Global Gold Supply (tonnes) 

Source: GFMS   WGC 

2005 2006 2007 2008 2009 2010 

2010 

Q3 

2010 

Q4 

2011 

Q1 

Mine production  2,549 2,483 2,473 2,410 2,589 2689 709 704 664 

% change on pcp (2.6) (0.4) (2.50) 7.4 3.8 4.9 4.1 8.7 

Net Prod Hedging  (352) (236) (103) (56) (47) (10) 

Official sector sales  663 365 484 232 34 (76) (13) (4) 15 

Recycled gold  902 1,133 982 1,316 1,696 1645 377 455 348 

Total supply  4,115 3,982 3,939 3,606 4,081 4,155 1007 1132 872 

% change on pcp 13.2 1.8 14.4 17.0 (4.4) 
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Ave Grade New Discoveries 

Source: S MPS GFMS MEG 
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Global Gold Mining Costs 

Source: SMPS GFMS  MEG 
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Global Capital Flows and Investing 
  

 Three major features in global economy 

 

– BRIIC et al exceeding OECD growth 
 

– Supply-side issues for commodities continuing   
 

– West is debasing currencies through debt problems  

 ........the money flow is into hard assets... 

.... and AUSTRALIA is a big winner..  
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MPS Wave Market Psychology 
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Long Term Gold Shares 

Source: Eric de Groot 
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Long Term Gold Shares 

Source: Eric de Groot 
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Long Term US Gold Stocks 

Source: Stock Charts 
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US Gold Stocks vs S&P 500 

Source: Stockcharts 
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Gold Stocks Market Share in US 

Source: Mark Lundeen 
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Long Term US Gold Stocks vs Gold 

Source: Stockcharts 
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The Long View on US T-Bond Yields 

Source: IRESS MPS 
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Following the Money 
• Global pessimism means high cash levels 

• CB roles mean abnormally low interest rates  

• 30yr bull market in bonds and financial assets over   

• Flight from cash and bonds into hard assets 
 

• Strong commodity currencies attractive 

• Australia’s prime geography and geology 

...resources stocks major beneficiaries.   
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Following the Money 
• Global pessimism means high cash levels 

• S&P 500 Cash    US$1,800bn 

• Corporate USA   ~US$3,000bn 

• Australian GDP        A$1,300bn  

• All Ords market value    A$1,400bn 

• Australian Super   A$1,350bn 

• Australian bank deposits  A$1,290bn 

• Australian Super cash  ~A$350-400bn 
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Australian Gold Sector 

• 50% gold production growth forecast 

• ASX Australian producer FY12 PER 6.8X;  Yld 8.3% 

• ASX Australian producer FY13 PER 5.0X;  Yld 11.5% 

• ASX Gold companies in African   

• ASX Gold companies in Asia 

• Resource growth  

• Exploration successes to help drive market  

• Expect a major Mining Boom 

 

The `Optimism’ leg now underway! 
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Australian Gold Mine Production  

Source: ABARES      MPS ests 
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Australian Gold Production (t) 

Source: ABARES  MPS   

Year End June 
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Stock Recommendations 

• Look for  

– proven management 

– gold production growth 

– gold resource growth 

– exploration potential 

– costs structure 

– cashflows 

– dividend yields 
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Yilgarn Archean Greenstone Belt 

Source: Gold Road Ltd 
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Exploration Deepened 

Source: Alacer Gold 
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Yilgarn New Producers 

Source: MPS 
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Australasian Producers - Production 
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Australasian Producers - Ratios 
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ABARE 2000-10      MPS estimates to 2015 

Source: ABARE, MPS 
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Conclusions 

• Gold price to be very strong 

• Capital flows critical to outlook  

• Gold sector underowned  

• Earnings and dividends to be remarkable 

• Exploration opportunities on the way  

• Expect a major Mining Boom 

 

The `Optimism’ leg now underway! 
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MPS Wave Market Psychology 
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Australian Equities 1991 - 2011 

Source: Thechartstore.com 
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MPS Wave Market Psychology 
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A$ vs US$ 1913 - 2011 

Source: Thechartstore.com 
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Long Term Dow Jones Ind Index 

Source: Thechartstore.com 
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(Monthly) 

Source: StockCharts.com 


