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Debt (A$m) - Dec 08F
Enterprise value (A$m)

Avg monthly volume (m)
Cash (A$m) -Dec 08F
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*Gold prospective tenements only, both held and under application. Quarters stated on calendar year basis.
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RRL's main asset is Duketon Gold Project (DGP, WA).
Exploration budget is A$12mpa, 90% directed to Au.

RRL has a large strategic land position (4,000km2) in the
Duketon Gold Belt (Laverton-Leonora), a region that has
produced over 20moz Au (incl. Sunrise, Wallaby).

Main deposit is Moolart Well: current Au resource 2.2moz
defined to 70-90m. Laterite reserves 442koz Au (to 20m);
oxide reserve statement expected 4Q08.

Moolart Well PFS 3Q08: Production potential from 2010 -
targeting 150kozpa Au, 7 years initial LOM (oxide and
laterite); opex ~A$500/oz. Capex A$130m for 2.5mtpa. 

Regional gold and base metal exploration: significant
potential in 40km+ Moolart corridor. Ventnor drilling results
3Q08 include 14m @ 3.24g/t Au.

Major shareholder is Newmont. 
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Regis Resources Limited

RRL has a development stage gold asset at Moolart Well (WA, 10 0% RRL) in
the Duketon Belt. Total resource is 3.6moz Au. Production ta rgeted from
low cost laterite 2010 - subject to BFS (1Q09) and market cond itions. RRL
is also exploring for Ni at the prospective Collura bbie Nickel Province (WA).
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Overview :  Regis was restructured Aug ‘04 forming the basis for its current management team and board. 
RRL has an extensive land position (4,000km2) in the Laverton-Leonora area of WA, a region that has 
produced over 20moz Au. Its main project is in the Duketon Belt and is prospective for Au and Ni. 
Duketon Gold Project (DGP, WA) : 70-130km N of Laverton in the Duketon Greenstone Belt (DGB), (Regis 
100%); acquired from Newmont under agreement reached in 2005 at a cost of A$38/oz Au (for 1.91moz 
Au). The current resource is 3.58moz Au (most recent upgrade May ’08) in 9 deposits over a 50km radius of 
Moolart Well, predominantly in the laterite and oxide zones at Moolart Well. The sulphide zone, (below 70m) 
comprises 108koz Au of the resource (1g/t cutoff) though is largely undrilled and is open at depth. The 
largest deposit and most advanced is Moolart Well  discovered in 2001 by reconnaissance drilling, and has 
a 2.22moz Au resource (0.75g/t cutoff). Shallow, free dig laterite and oxide resources are suited to open cut 
mining, gold is free milling with recoveries >95%. DGP deposits are on granted mining leases. Oxide 
reserves expected 4Q08 and BFS expected 1Q09. Current plan is for series of pits and construction of gold 
plant at Moolart Well. Production 2.5mtpa, capex ~A$148m (including diesel gen. set), mining of Lancaster 
laterite high grade to maximize early cash flow. Pit shells designed at A$1000oz Au. Expected initial Au 
production >100kozpa and initial cash costs ~A$500oz. Costs are expected to increase with the deeper, 
moderate grade oxide material (~1.51g/t Au). There is potential to acquire a 2-2.5mtpa second hand plant 
for ~A$90m – with this option looking increasingly attractive as more plants become available. 
Collurabbie Nickel Project : Province includes massive nickel sulphides at Olympia (5.8m @ 3% Ni, 2% Cu 
and 5.3g/t PGE; ASX:BHP 70%). Regis has 35km prospective strike. Assays include: 3m @ 2.02% Ni from 
40m. 60km regional TEM completed for further target definition. Infill drilling under way, assays expected. 
Investment Comment : The Duketon Belt is highly prospective for gold (and base metals, especially nickel), 
being a continuation of the Laverton Greenstone Belt which hosts almost 20moz of identified gold resources, 
eg Sunrise, Wallaby, Granny Smith, Mt Morgans and Lancefield. Regis aims to raise ~A$90-160m for DGP 
capex plus exploration - the company successfully closed a placement July ’08 at A$0.20 for gross proceeds 
of A$17.5m. Listing on a Canadian exchange is planned for 2009. RRL aims to complete the DGP feasibility 
study 1Q09 and wait for markets to stabilise prior to committing to project development timetable. The 
company has a solid cash position with potential for gold and nickel exploration news flow 1Q09.   

RRL has a 4000km 2  holding in the northern Duketon Belt, in the East ern Goldfields region of WA. The 
district is prospective for precious and base metal s, eg ~20moz Au in production near Laverton, and 

massive nickel sulphides at BHP/Falcon’s Olympia (5 .3m @ 5% Ni + Cu).  
 

 
 
 

Moolart Well (Duketon Gold Project): Gold resource 2.9moz over 8 deposits - including the Moolart Well  
resource of 2.2moz Au (0.3g/t cutoff) or 1.7moz (0. 5g/t cutoff). The deposit is in 3 zones: a flat lyi ng laterite 
and deeper oxide and sulphide zones; the latter (>7 0m depth) is open at depth. Production potential 20 10. 
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Gold Price (US$/oz) 923
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Total
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(no estimates of mineralised material available).
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Westonia - Edna May Proven & probable

Catalpa Resources Limited

Catalpa has de-risked its proposed A$92m 100kozpa Edna May G old
Project (WA) and is confident of soon securing financing to e nsure
production in 2Q10. With finance in place, our targ et price is 10-12c /share 
based on a further re-rating as a prospective mid t ier producer.
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Catalpa is totally focused on resuming production at Edna
May by 2Q 2010 and becoming Australia's next mid tier
~100kozpa gold producer.

Revised BFS assumes plant upgrade to 2.8mtpa, capex
A$92m, opex ~A$640/oz, project de-risked.

Current Edna May JORC Resource is 1.36moz @ 1.1g/t.
Over 50% (738koz @1.2g/t) is in reserve category and is
basis for BFS.

Major shareholder (Lion Selection) recently increased
holding by underwriting rights issue.

Further resource and grade upside at nearby Greenfinch
(JORC upgrade 2Q09) and high grade Edna May deeps.

Untapped regional exploration potential is significant.

Our 3Q09 target share price is A$0.10-A$0.12 assuming
decision to proceed with project financing secured.

N Johnson (Non Exec Dir)

Analyst: Dr Tony Parry
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Gold (long term from FY13) = US$850/oz; A$/US$=0.78 (long term). Project parameters - see valuation next page
Key Assumptions:  Capex A$92m, A$30m equity raised FY10 @$0.07; balance debt; fwd sales 50%@A$1500
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-0.1
0
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Overview: CAH (formerly Westonia Mines Limited) was listed on the ASX in Aug ’02, after purchasing the 
Westonia mining tenements in ’94.  The company is gearing up to resume gold production in mid 2010 in 
the Westonia region (312km E of Perth, WA) where it has established a 1.4moz resource. 
Westonia Tenements History : The Westonia tenements’ have 100 year history for a total production of 
over 600koz. During the late ‘80’s ACM mined the Edna May open pit (to 70m) targeting predominantly soft 
oxide material, treating 4.9mt @ 1.9 g/t to produce 270koz of gold. The old Edna May pit has been 
dewatered and CAH purchased the ACM 2.2mtpa Big Bell processing plant, now relocated to Edna May 
Edna May Reserves/Resources : Total open pittable resources at Edna May (to 220m) now stand at 
1.36moz. Importantly, of this, 738koz is in reserve status (471koz proven, 267koz probable). 
BFS Parameters:  CAH has recently completed a revised BFS, based only on the 738koz open pittable 
reserves at Edna May (no allowance for treating Edna May resources, Greenfinch resource or Edna May 
Deeps). Key parameters are 2.8mtpa treatment rate (plant upgraded), ramping up to 3.2mtpa in 3 years, 12 
month construction, a low strip ratio of 2.1:1 (on-going 1.9:1 after pre-strip), metallurgical recovery of 92%, 
6.3 year mine life with an annual average LOM production over 100kozpa. Average LOM opex of A$636/oz. 
Capex is estimated at A$92m (including pre-strip and working capital), however with easing of steel and 
equipment prices and contract rates this could reduce by ~5%. 
Project Financing:  CAH expects to finance the A$92m project through a debt/equity mix (we anticipate an 
equity requirement of ~30%, or ~A$28m). Any project financing will be underpinned by risk reduction: a 
BFS based only on ore in reserves status (64% in proven category), and a strategy to lock in margins with 
a component of forward sales and puts, which look attractive at current gold prices of ~A$1500/ounce.  
Exploration Strategy:  A 5,000m close spaced step out RC drilling program at the Greenfinch deposit 
(700m from Edna May) is nearing completion. Initial intercepts (e.g.7m @ 4.8g/t), indicate a new gold 
mineralised zone which could add significantly to the current 84koz resource. Greenfinch JORC upgrade 
due 2Q09. Six deep diamond holes (3,400m) have identified further high grade mineralisation in the down 
plunge extension of the Edna May Reef below 300m - a potential source of ‘sweetener’ high grade ore.
There is long term regional exploration upside with 6 untested geochem. anomaly targets still to be drilled. 
Investment Comment:  The project is low grade, but we are confident that the experienced team at 
Catalpa have done their homework in the BFS, which indicates a low risk profile, robust project economics 
and strong cash flow, particularly at recent gold prices. The main hurdle remaining is debt and equity 
funding. The recent run up in the share price after A$0.02/share rights issue suggests reduced market 
scepticism on securing project finance. Our NPV is A$0.18/share (US$850 long term gold, A$/US$ 0.78) 
which reduces to A$0.15 after A$30m equity capital is raised at 10c, or A$0.13 after capital is raised at 7c. 
Based on this, we see a medium term target of A$0.10 – A$0.12/share if financing can be secured. 

 CATALPA RESOURCES LIMITED VALUATION

Target^
Price (Low) (High)

Equity Gold Valuation A$m A$m A$m
Projects (moz) US$/oz

+ Edna May Gold Project 100% 1.45 50 93.1 32.2 154.7
+ Regional Exploration 100% 5.0 0.0 10.0

Sub Total 98.1 32.2 164.7

+ Cash 3.2 3.2 3.2
+ Tax Losses 5.8 5.8 5.8
-  Debt 0.0 0.0 0.0
-  Corporate 15.2 15.2 15.2

Sub Total -6.1 -6.1 -6.1

CAH NET ASSET VALUE 49 92.0 26.1 158.6

Capital Structure
Shares (m) 518 518 518
Fully Diluted Shares (m) 729 729 729

CAH NET ASSET VALUE PER SHARE :A$/share 0.18 0.05 0.31
CAH NET ASSET VALUE DILUTED :A$/share fully diluted* 0.16 0.06 0.25

SENSITIVITY OF NET ASSET VALUE TO EQUITY RAISING PR ICE:

CAH NET ASSET VALUE (assuming A$30m capex raised thr ough share issue A$0.05) 0.11 0.05 0.17
CAH NET ASSET VALUE (assuming A$30m capex raised thr ough share issue A$0.07) 0.13 0.06 0.20
CAH NET ASSET VALUE (assuming A$30m capex raised thr ough share issue A$0.10) 0.15 0.07 0.23

^Target price based on RCR long term gold price forecast of US$850/ounce, A$/US$ = 0.78

EDNA MAY GOLD PROJECT

Equity

LONG TERM GOLD PRICE ^ :US$/oz 600 700 800 900 1000

LONG TERM EXCHANGE RATE :AU$/US$ 0.78 0.78 0.78 0.78 0.78

EDNA MAY GOLD PROJECT NPV @ 5% NOMINAL* :A$m 100% 18 53 89 125 160
EDNA MAY GOLD NPV @ 5% NOMINAL* :US$m 100% 14 41 69 97 125
NPV/SHARE :A$/share 0.03 0.10 0.17 0.24 0.31

* Includes a pre BFS discount of 30% of the project  valuation: 30%

^Gold price forecasts are US$950/oz in calendar 2009, thence linear decrease to long term price indicated, from 3Q 2012 on.

EDNA MAY GOLD PROJECT KEY ASSUMPTIONS DERIVED FROM PRELIMINARY BFS DATA

RESOURCE ESTIMATES
Conceptual Life of Mine Resource

Mt gt koz

Current reserve (Edna May) 19.1 1.20 738
Current resource (Edna May only) 19.1 1.02 627
Subotal 38.2 1.11 1365

Edna May Deeps, regional exploration 0.0 0.0 0
Greenfinch 0.0 0.0 0.0
Total LOM ore** 30.6 1.13 1114
**Based on 60% conversion of resources to reserves

MINING METHOD Open Pit: Strip Ratio 2:1

PROCESS METHOD Dedicated CIL Gold Plant (ex Big Bell plant purchased by CAH)

PRODUCTION RATE :mtpa 2.8 Expansion to 3.2mtpa in 2013
:kozpa 97-100 Based on initial head grade 1.2g/t Au

CAPITAL COSTS :A$m 92 Plus sustaining capex of 4%
RECOVERY - GOLD :% 92
OPERATING COSTS :A$/t 21.5 (unescalated)

US$/oz 490
TAX :% 30
ROYALTY (WA) :% 4.5
MINE LIFE :Years 9 Based on 60% conversion of Edna May resource
CASH COST :A$/oz 640 (unescalated)
COMMISSION DATE : 2Q10

Gold

* These figures are based on BFS data released to date, are early stage in nature and are intended to provide only a general indication of project potential 
scale and economic robustness. Considerable refinement may result as the on-going development and evaluation proceeds in 2009.

Valuation Sensitivity

Sensitivity
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Debt (A$m) - Dec 08F
Enterprise value (A$m)

Avg monthly volume (m)
Cash (A$m) - Dec 08F
Price/Cash (x) Drilling - RAB (m)
Price/Book (x) 
Listed company options: Land holding ('000 ha)

** Net profit after extraordinaries for FY08 was A$36m after A$44.4m pre tax profit on sale of shares in Andean Resources Ltd

$11M exploration budget for 2008.

Experienced board and management.

Resources (includes proved and probable reserves)

Mineralised Material  (est., non compliant with JORC)

 Contacts Directors
Mr Gavin Thomas
(MD, Chief Executive Officer) J Falconer (non Exec Dir)
Tel: 61 (2) 8256 4800 P McAleer (Non Exec Dir)
Sydney, NSW, Australia C Carracher (Non Exec Dir)
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A$ 2.30

65.1

2010F

74.6

We forecast strong growth in gold output, 74koz (FY08) to 180 koz
(FY11), despite lowering of resource grades. However the bi g news is
the exciting Chokdee gold discovery 20km N of KCN's Chatree g old
mine, Thailand, indicating a >10moz gold province ( current 3.2moz).
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Total
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Project
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Thailand-based KCN is a mid tier gold producer in a strong
growth phase with major gold discovery upside in an
emerging regional exploration province.

Chatree operations (FY08 - 74koz, opex US$460/oz)
transitioning to new Chatree North leases.

FY09 forecast 115koz, opex <US$300/oz with higher
grades next 12 months (~2.1g/t cf 1.1g/t FY08) boosting
margins.

Current resource base 3.2moz @ 1.2g/t, (45% in reserve
category). Forecast to increase at ~1moz/year with
agressive A$10m drilling program.

Regional exploration success - major new Chokdee
discovery (5-10moz potential quoted) confirms likely 10moz-
plus province 

Plant expansion (from 2.4mtpa to 5 mtpa) likely by 2H10
with production to 190kozpa.

Unhedged, no debt, A$22m cash. NPV$5.54/share.

KCN offers exposure to a major gold exploration province 
Gold
Reserves

R Smyth-Kirk (Chairman)

Code for reporting mineral resources - Australian:

Fully diluted^ (m) 102

0.0

Directors (6.3%).

Market capitalisation (undiluted) (A$m)

213.8

213.8

Major shareholders: Gold 2000 Ltd. (6.3%), Jabre Capital (7.5%)
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Overview: Kingsgate re-listed on the ASX in 1988. It is focused on gold mining and exploration in 
Thailand where it has benefited from its first mover position in developing significant production 
operations, a major resource base and a large regional exploration position (which is now producing 
major new discoveries) in Central Thailand. KCN’s Chatree mine has been in production since 2001. The 
granting of the new Chatree North mining leases is driving expansion of gold output through higher 
grades in 2009 and a planned 2010 processing plant capacity expansion from 2.4mtpa to 5mtpa. 
Chatree Production :  Mining is transitioning from existing open pits at Chatree to new open pits being
developed in the Chatree N leases. The Chatree CIL processing plant achieved 2.47mt throughput in 
FY2008, producing 74koz of gold at a 1.1g/t head grade. Cash cost ~US$460/oz.  The opening of the 
Chatree N leases will provide a significantly higher grade (2.1g/t CY09, 2.4g/t 1H09)) and margins during 
CY09, After a transition period of low gold output (only 4koz in 3Q09, and ~20koz forecast 4Q09), we are 
forecasting an increase in gold output to achieve 115koz in FY09 and cash costs to below US$300/oz. A 
review of the proposed plant expansion to 5.0mtpa is underway to “de-risk” expansion and secure 
financing. We have assumed that expansion will proceed at a capital cost of A$125m (debt funded), start 
up by 3Q10.  Chatree and Chatree N Resource Base:  Total reported reserves (Chatree and Chatree N 
at 30 June 2008) are 33.9mt @1.2 (1.39moz) and resources 81.0mt @ 1.2g/t (3.16 moz). KCN expects a 
major increase in resources and reserves in the next 24 months with an aggressive drill program (5 drill 
rigs, >100,000m pa) targeting known extensions to mineralisation in the Chatree N leases, “open in 
virtually every direction”. KCN expects 1mozpa rate of addition to reserves. Regional Exploration: KCN 
holds 1300km2 surrounding Chatree, with many drill ready targets. The first to be drilled – Chokdee –
20km N of Chatree mine – has resulted in a major new discovery. Recently announced drill results 
include 36.5m @ 2.9g/t and 29m @ 2.0g/t. The Chokdee gold-in-soil anomaly covers an area 30% 
greater than the Chatree anomaly, confirming its potential to be a Chatree size system, or bigger 
(Chatree resource ~5moz since start of mining). With Chatree resources likely to increase significantly 
and now Chokdee, a >10moz province seems on the cards. 
Investment Comment :  Our NPV is A$5.48/share, (5% discount rate, US$850/oz long term gold price, 
65% resource conversion) or A$3.88/share at a long term gold price of US$700/oz. The potential for 
continued discoveries and a resource base heading towards 10moz will be the main share price driver. 

 Kingsgate Consolidated Limited

ASSUMPTIONS 2007a 2008a 2009F 2010F 2011F FINANCIAL RATIOS 2007a 2008a 2009F 2010F 2011F
A$/US$ 0.79 0.90 0.70 0.68 0.73
Gold Price (US$/oz) 642 834 782 758 800 Net debt/equity (%) 8% -19% -29% 7% -14%
Gold Price Realised (US$/oz) 416 855 825 752 789 Net debt/ net debt + equity (%) 7% -23% -41% 7% -17%

Current ratio (x) 0.7 7.0 5.4 9.1 12.2
EBIT/interest (x) -5 3 na 15 8

EQUITY PRODUCTION Debt/operating cashflow (%) na 0% 0% 163% 150%
Chatree Production (koz) 86 74 115 149 188 Exploration/total overhead (%) 22% 2% 8% 7% 7%

EV/EBITDA (x) -46.3 14.3 2.9 2.4 2.2
KCN Equity Production Gold (koz) 86 74 115 149 188 Market cap/net cash (x) -13.3 5.3 3.4 -14.4 6.9
Cash Costs (US$/oz)** 462 457 282 273 371 Market cap/book (x) 1.2 1.2 1.0 0.8 0.7
   ** Cash Cost is direct operating cost before royalties and by product credits

PROFIT AND LOSS (A$m) FINANCIAL SENSITIVITIES
Revenues 62 76 142 176 220
Operating costs -47 -42 -46 -60 -95 % Change in EPS for a 10% increase in:
Depreciation/amortization -8 -9 -8 -16 -25
Exploration Expensed -4 0 -1 -1 -1 AUD/USD -23% -16% -27%
Corporate -14 -15 -15 -16 -16 Gold Price 25% 18% 30%
Other (incl. Royalties) -2 -4 -7 -9 -11
EBIT -13 6 65 75 72
Interest 3 2 0 5 9 % Change in NPV for a 10% increase in forecast minelife
Operating profit/loss -16 3 65 70 63 commodity assumptions for:
Tax 3 -12 -22 -21 -19 Base + 10%
Minorities 0 0 0 0 0 A$/share A$/share %
Net profit/loss -13 -8 44 49 44 Gold Price US$850/oz 5.54 6.48 17%
Net abnormals/extaordinaries 0 44 0 0 0
Net profit/loss (reported) -13 36 44 49 44

BALANCE SHEET (A$m) VALUATION (A$m) Q3 08
   Cash and deposits 5 40 63 110 151
Total current assets 19 57 71 119 160 Assumptions Base "What if"
   PP&E 115 140 157 271 254     Long Term Gold Price :US$/oz 850 700
Total non-current assets 206 147 176 303 298     Long Term AUUS 0.78 0.78
Total assets 225 203 248 421 458 Projects
Total current liabilities 27 16 21 22 21     Chatree and Chatree North 100% NPV@5% A$101/oz 282 204
   Reclamation reserves 0 0 0 0 0 Based on reserves only
   Long term debt 1 2 0 125 121 Resources and Exploration
Total non-current liabilities 14 6 5 130 125     Chatree and Chatree North 100% A$66/oz 209 143
Total liabilities 41 22 26 151 147     Regional Exploration 100% 75 50
Equity 184 181 222 270 311

    Other
Total debt 21 0 0 125 121 Assets
Net debt 16 -40 -63 15 -31     Cash and deposits 21 21
Average shares (fully diluted) (m) 100 101 102 102 102     Rehabilitation Fund 0 0

    Other -22 -22

FLOW OF FUNDS (A$m) Liabilities
EBITDA -5 15 73 90 97     Debt 0 0
Cash flow from operating activities     Corporate -56 -56
   Operating surplus -18 20 94 111 115     Reclaimation Reserve 0 0
   Corporate -14 -15 -15 -16 -16 Net Assets 510 341

   Net borrowing cost -3 -6 -1 -8 -15
   Net tax paid 0 0 -11 -21 -17 Fully Diluted Shares (m) 102 102

   Net exploration paid -5 -5 -13 -12 -12 Net assets/share (A$/share) 5.54 3.88

   Other non cash items 20 24 20 22 25
Net cash from operating activities -20 19 73 77 80
Cash flow from investing activities Valuation/Reserve oz :US$/oz 143 95

   Capital expenditure -8 -20 -24 -130 -8 Valuation/Reserve & Resource oz :US$/oz 126 42

   Asset Sales & Other -5 57 -29 -12 -12
Net cash from investing activities -14 37 -53 -142 -20
Cash flow from financing activities
   Net proceeds from issue of shares 11 0 0 0 0
   Dividends paid -4 0 -5 -9 -14
   Net proceeds from borrowings 21 -20 0 125 -5
Net cash from financing activities 28 -20 -5 116 -18
Net change in cash -6 36 15 50 42

PRODUCTION STATISTICS
Chatree 100%
Ore Treated (kt) 2000 2405 1939 2920 5000
Head Grade (g/t) 2.40 1.20 2.02 1.77 1.30
Recovery (%) 90 90 91 90 90
Recovered grade (g/t) 2.18 0.96 1.84 1.59 1.17
Gold Produced (koz) 140 74 115 149 188
Equity Production (koz) 140 74 115 149 188
Cash Costs (US$/oz) 206 462 276 274 371
Production Costs (A$/t) 18.28 15.85 23.17 20.54 19.09
 EBIT (A$m) 17.4 -13.2 80.2 87.1 80.1

Year YearYEAR END: June

KCN GOLD OUTPUT TO GROW BY 154% IN NEXT 
3 YEARS FROM 74koz (FY08) to 188 koz (FY11)
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RCR Sector Reviews

• Uranium
• Gold
• Tin

• Iron Ore (2Q09)
• Specialty Metals



20:20 Investor Series - Gold Day 8

The Gold price
Gold Price (US$/oz)
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Going it Alone – the Decoupling of 
the Gold Price

• Traditional linkages have been broken:
– Commodities prices.

– Oil prices.
– Inflation.
– US$ weakness.

– Only safe haven/store of value rationale 
remains.

– All news is good news for gold.
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US$/Gold Price Relationship
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A$ Gold Price

• All time high

• A$ is a commodities 
currency

• Gold decoupled from 
commodities.

• Strong currency 
leverage

Gold Price (A$/oz)
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Gold Supply Snapshot
World Gold Supply
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Gold Demand Snapshot
World Gold Demand
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Quarterly Gold Supply - Demand

• Record investment demand Q3’08 (highlighted)

2005 2006 2007

% ch 
2007 
vs 

2006 Q1'06 Q2'06 Q3'06 Q4'06 Q1'07 Q2'07 Q3'07 Q4'07 Q1'08 Q2'08 Q 3'08

% ch 
Q3'08 

vs 
Q2'08

% ch 
(yoy) 
Q3'08 
Q3'07

Supply
     Mine production 2,548 2,485 2,475 0 598 648 667 667 591 609 640 631 547 590 655 11 5
     Net producer hedging -92 -410 -447 ... -161 -68 -38 -38 -94 -197 -82 -74 -128 -140 -63 -55 -23
Total mine supply 2,456 2,075 2,028 -2 437 579 629 629 496 416 558 558 418 450 592 32 6
Official sector sales1 663 370 501 36 130 78 58 58 72 154 178 97 81 88 23 -74 -87
Old gold scrap 898 1129 967 -14 337 241 243 243 243 227 216 281 318 256 244 -5 13
Total Supply 4,017 3,573 3,496 -2 904 899 930 930 811 797 951 936 817 793 858 8 -10

Demand
Fabrication
     Jewellery 1,708 2,284 2,400 5 532 605 605 625 586 697 629 488 462 512 669 31 6
     Industrial & dental 432 459 461 0 115 116 116 116 116 118 117 110 111 112 104 -7 -11
Sub-total above fabrication 3,140 2,743 2,861 4 648 721 721 741 702 816 746 598 573 623 773 24 4
Bar & coin retail investment 411 424 445 5 100 112 112 119 125 144 116 60 72 118 183 55 58
Other retail investment -26 -22 -42 ... -7 -4 -4 -9 -14 -17 -11 -1 -11 -2 49 na na
ETFs & similar 208 260 253 -3 49 19 19 79 36 -3 139 80 73 4 150 3650 8
Total Demand 3,733 3,405 3,518 3 790 849 849 931 849 940 991 738 707 743 1155 55 17

"Inferred investment" 2 284 168 -22 ... 114 50 50 -1 -38 -143 -40 199 110 50 -297 na -643

London PM fix (US$/oz) 444.45 603.77 695.39 15 627.71 621.67 621.67 613.21 649.82 666.84 680.13 786.25 924.83 896.29 871.6 -3 28

Source: GFMS Ltd. Data in this table are consistent with those published by GFMS but adapted to the WGC’s presentation and take account of the additional demand data now available. The “inferred 
investment” figure differs from the “implied net (dis)investment” figure in GFMS’ supply and demand table as it excludes “ETFs and similar” and “other retail investment”. 1. Excluding any delta hedging 
of central bank options.  2. This is the residual from combining all the other data in the table. It includes institutional investment other than ETFs & similar, stock movements and other elements as well 
as any residual error. 
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Exchange Traded Funds Soaring

Gold ETF holdings:  tonnes
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Chart: World Gold Council, www.gold.org

• Record inflows Q3  
2008 (150t).

• 1,295t Jan ’09 
(US$38bn value)

• >6th largest central 
bank (Switzerland)

• Up 18% (166t) 
since 30 Sept ’08
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Evidence of High “Safe Haven”
Investment Demand

• Exchange Traded Funds growth.
• Hedge fund liquidation Q308 absorbed.
• Perth mint sales +194% (07-08 y-o-y) –

rationing products.
• Gold coins – e.g. American Eagle up 

200% (Jan y-o-y).
• Upticks in ‘industrial’ precious metals –

silver and platinum.
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RCR Gold Price Outlook: 2009

• Continued bad news flow will underpin 
gold.

• Banking sector and deepening recession.
• US$ weakness (budget deficit) could 

cause upside breakout.
• Inflationary fears of stimulus spending.
• Safe haven investment demand suggests 

>US$1,000/oz in 2009.
• No reason for A$ to strengthen.
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How Long Will It Last?

• Remember the ‘commodities supercycle’
• The psychology of the eternal trend
• We all got fooled?
• Gold Bulls – “hope springs eternal!”
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How Long Will It Last?

• The wisdom of Pete Townshend
• “We won’t get fooled again!”
• The new superlatives:
• “perfect storm”
• “ crisis”, “crisis”, “crisis”
• “D” word could replace the “R” word.
• “New paradigm”.
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Gold Price Beyond 2009?

• Predicting the unpredictable.
• It ends when will it be safe to go back into the 

water (equities and commodities)?
• Safe haven will be replaced by anticipation of 

recovery in other asset classes.
• The X factors – inflation and US$ weakness?
• Overall reasonable to expect gold peak in 2009.
• Our long term forecast remains US$850
• Turn in gold price leading indicator of recovery? 
• Real risk for Aust will be A$ recovery and falling 

gold – negative leverage.
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Australian Gold Equities

• Recent rally in 
response to 
gold price

• However…
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Australian Gold Equities

• Dramatically 
underpriced

• Despite 
improved 
fundamentals

• Affected by 
equities 
collapse

• Worse for 
explorers
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What We Look For in Emerging 
Producers

• Management – track record.
• Milestones - newsflow
• Resource characteristics – grade and tonnage.
• Resource confidence.
• Metallurgical characteristics.
• Infrastructure.
• Margins – cash costs.
• Capex – return generated on funds.
• Access to debt and equity funding.
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RCR Explorer’s Development 
Cycle

Exploration Discovery
Resource expansion; 
Economic assessment

Project 
approvals; 
Funding Construction Commis'g

High risk/ 
High return

Declining 
exploration risk
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The New ‘Speed Bump’ – Project 
Funding

Exploration Discovery
Resource expansion; 
Economic assessment

Project 
approvals; 
Funding Construction Commis'g

High risk/ 
High return

Declining 
exploration risk
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Availability and Cost of Debt 
Funding

• Interest rate environment is positive.
• Banks have not ceased to lend.
• Banks’ risk profile has changed.
• The real cost is in the need to purchase 

‘belts and braces’.
• “De-risking” of projects.
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De-Risking of Projects
• Lending on reserves not resources.
• More rigorous feasibility studies.
• Forward sales to lock in margins.
• Increased equity component required.
• Increased focus on country risk.
• i.e a lot more work and expense!
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The Cost of Equity

• Effective cost of equity is always high in an 
undervalued equity market.

• Particularly for juniors financing start-up 
projects – can be prohibitive.

• Major equity requirement to achieve BFS.
• Many juniors’ shares down by 60-80%.
• Often below cash backing.
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The Cost of Equity

• Dilution is costly 
to existing 
shareholders.

• ‘Giving away’
shares with a 
very high 
prospective 
earning yield.

• Doing nothing not 
an option?
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Cost of Equity

• Catalpa 
NPV 
modelling.

• Requires 
~A$30m 
equity 
capital.

• Current 
price 6.5c
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Effect of Banking Sector Disaster

Exploration Discovery
Resource expansion; 
Economic assessment

Project 
approvals; 
Funding Construction Commis'g

High risk/ 
High return
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exploration risk
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Exploration Discovery
Resource expansion; 
Economic assessment
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approvals; 
Funding Construction Commis'g
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• Meeting the financing challenge:
• De-risk project – comprehensive BFS.
• Confirm in principle debt funding.
• Equity component raised after achieving re-rating.
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Summary

• Gold price driven by ‘safe haven’
investment buying.

• Stands alone as an appreciating asset 
class.

• Demand will continue as long as we roll on 
into new ‘crisis’ territory.

• CY2009 bet is for >US$1,000/oz
• A$ leverage will continue.
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Summary

• Turning point - when it is safe to go back 
in the water with equities/commodities.

• US$ weakness and inflation are the ‘X –
factors’ to keep the bulls springing eternal.

• Beneficial A$ leverage could reverse.



20:20 Investor Series - Gold Day 34

Summary

• A$ gold equities are seriously 
undervalued.

• Very high cost of debt and equity for 
prospective producers.

• Creation of shareholder value dependent 
on being able to access funding.

• Major upside for those who can crash 
through the funding barrier.
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