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Above is a chart of global gold demand, production and the resulting supply deficit. While global gold 
production is hitting a record of 2,818 tonnes in 2011 following a several years of declining production 
that started in 2001 the increased production is still not keeping up with demand. 4,486 tonnes was 
consumed in 2011 with China and India being the two largest consumers. The deficit which has been 
rising steadily since a low in the late 1980’s is not quite at the record seen in 2008 but at 1,668 tonnes it is 
getting closer.  
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So how is this deficit made up? Deficits are made up from central bank sales, stockpiles and scrap. Except 
there is now a growing problem. First central bank sales have stopped and central banks have become 
once again net buyers of gold. Central bank net sales largely came to an end in 2009. Since then central 
banks have been net buyers of gold. In 2011 central banks purchased net 392 tonnes. In the first two 
quarters of 2012 central bank net purchases totalled 162 tonnes. The prime buyers have been Russia, 
Turkey, the Phillipines and Mexico. China is suspected to also have been a net buyer but their figures had 
to be reported.  
 
The other problem is that stockpiles are falling. Since 1950 the world has consumed some 110 thousand 
tonnes. That is roughly 80% of all the gold ever found.  Production has provided about 93 thousand 
tonnes. The shortfall of 17,000 tonnes has come as noted from central bank sales, stockpiles and scrap. 
However, that is now 17 thousand tonnes fewer available in the future to make up deficits. With central 
bank sales having come to a stop it is left to dwindling stockpiles and hope that scrap makes up the 
difference of over 1,600 tonnes annually. The 17,000 tonne shortfall since 1950 is equivalent at current 
production rates to 7 years of production.  
 
The question begs. Where is the additional supply going to come from? The conclusion is it appears to be 
fairly straightforward that rising deficits requires higher gold prices in an attempt to attract more 
production. Trouble is a major producer, South Africa, has been seeing declining production over the past 
number of years including down 4% in 2011. The chart below shows this shortfall.  
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General Disclosures 

The information and opinions contained in this report were prepared by MGI Securities. MGI Securities is owned by Jovian 
Capital Corporation (‘Jovian’) and its employees. Jovian is a TSX Exchange listed company and as such, MGI Securities is an 
affiliate of Jovian. The opinions, estimates and projections contained in this report are those of MGI Securities as of the date of 
this report and are subject to change without notice. MGI Securities endeavours to ensure that the contents have been compiled or 
derived from sources that we believe to be reliable and contain information and opinions that are accurate and complete. 
However, MGI Securities makes no representations or warranty, express or implied, in respect thereof, takes no responsibility for 
any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any use of, or reliance on, 
this report or its contents. Information may be available to MGI Securities that is not reflected in this report. This report is not to 
be construed as an offer or solicitation to buy or sell any security. The reader should not rely solely on this report in evaluating 
whether or not to buy or sell securities of the subject company. 
 
Definitions 
“Technical Strategist” means any partner, director, officer, employee or agent of MGI Securities who is held out to the public as a 
strategist or whose responsibilities to MGI Securities include the preparation of any written technical market report for 
distribution to clients or prospective clients of MGI Securities which does not include a recommendation with respect to a 
security. 
 
 “Technical Market Report” means any written or electronic communication that MGI Securities has distributed or will distribute 
to its clients or the general public, which contains an strategist’s comments concerning current market technical indicators. 
 
Conflicts of Interest 
The technical strategist and or associates who prepared this report are compensated based upon (among other factors) the overall 
profitability of MGI Securities, which may include the profitability of investment banking and related services. In the normal 
course of its business, MGI Securities may provide financial advisory services for issuers. MGI Securities will include any 
further issuer related disclosures as needed. 
 
Technical Strategists Certification 
Each MGI Securities technical strategist whose name appears on the front page of this technical market report hereby certifies 
that (i) the opinions expressed in the technical market report accurately reflect the technical strategist’s personal views about the 
marketplace and are the subject of this report and all strategies mentioned in this report that are covered by such technical 
strategist and (ii) no part of the technical strategist’s compensation was, is, or will be directly or indirectly, related to the specific 
views expressed by such technical strategies in this report. 
 
Technical Strategists Trading 
MGI Securities permits technical strategists to own and trade in the securities and or the derivatives of the sectors discussed 
herein.  
 
Dissemination of Reports 
MGI Securities uses its best efforts to disseminate its technical market reports to all clients who are entitled to receive the firm’s 
technical market reports, contemporaneously on a timely and effective basis in electronic form, via fax or mail. Selected technical 
market reports may also be posted on the MGI Securities website and davidchapman.com. 
 
For Canadian Residents: This report has been approved by MGI Securities which accepts responsibility for this report and its 
dissemination in Canada. Canadian clients wishing to effect transactions should do so through a qualified salesperson of MGI 
Securities in their particular jurisdiction where their IA is licensed. 
 
For US Residents: This report is not intended for distribution in the United States.   
 
Intellectual Property Notice 
The materials contained herein are protected by copyright, trademark and other forms of proprietary rights and are owned or 
controlled by MGI Securities or the party credited as the provider of the information.  
 
Regulatory 
MGI SECURIITES is a member of the Canadian Investor Protection Fund (‘CIPF’) and the Investment Industry Regulatory 
Organization of Canada (‘IIROC’).  
 
Copyright 
All rights reserved. All material presented in this document may not be reproduced in whole or in part, or further published or 
distributed or referred to in any manner whatsoever, nor may the information, opinions or conclusions contained in it be referred 
to without in each case the prior express written consent of MGI Securities Inc. 


