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Gold Demand Trends
Full year and Q4 2018
Highlights
Central banks added 651.5t to
official gold reserves in 2018, the
second highest yearly total on
record. Net purchases jumped to
their highest since the end of US
dollar convertibility into gold in 1971,
as a greater pool of central banks
turned to gold as a diversifier.
Annual jewellery demand was
virtually unmoved: down just
1t from 2017. Gains in China, the
US and Russia broadly offset sharp
losses in the Middle East. Indian
demand was stable at 598t (-4t).
ETFs and similar products saw
annual inflows of 68.9t down
from 206.4t in 2017. Stock market
volatility and signs of faltering
economic growth in key markets
fuelled a global Q4 recovery, but
Europe was the only region to see
net growth over the year.
Retail investment in gold bars and
coins posted annual growth of 4%.
Coin demand surged to reach a
five-year high of 236.4t, the second
highest on record. Demand for gold
bars held steady at 781.6t, the fifth
year in succession of holding in a
firm 780-800t range.
2018 saw marginal gains in
the volume of gold used in
technology, crimped by Q4
slowdown. After healthy gains
during Q1-Q3, a combination of
slowing smartphone sales, the trade
war and mounting uncertainty over
global economic growth, contributed
to a 5% decline in Q4.
For more information please contact:
marketintelligence@gold.org
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Annual gold demand gained
4% on highest central bank
buying in 50 years
Gold demand in 2018 reached 4,345.1
tonnes (t), up from 4,159.9t in 2017 and in
line with the five-year average of 4,347.5t.
A multi-decade high in central bank buying (651.5t) drove annual growth.
Demand was bumped up in Q4 by 112.4t of ETF inflows, but annual inflows into
these products (of 68.9t) were 67% lower than 2017. Investment in bars and
coins accelerated in the second half of the year, up 4% to 1,090.2t in 2018. Full
year jewellery demand was steady at 2,200t. Gold used in technology climbed
marginally to 334.6t in 2018, although growth ran out of steam in Q4. Annual
gold supply firmed slightly to 4,490.2t, with mine production inching up to a
new high of 3,364.9t.

4% growth in annual gold demand driven by highest
central bank buying in 50 years
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Jewellery
Full-year jewellery demand
steady at 2,200t, but ended
with a soft Q4
• The recovery in China stalled in Q4, as slowing economic
growth and trade frictions dented consumer sentiment
• Demand in the Middle East remained weak, but
Iran was the laggard due to the ongoing impact of
economic sanctions

India

• A second year of growth in the US pushed jewellery
demand there to its highest since 2009, although the
pace slowed in Q4
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Annual jewellery demand barely changed at 2,200t,
after a 3% y-o-y drop in Q4 demand (to 636.2t)
reversed the Q3 gains. China was the main engine of
growth in 2018, despite witnessing a slowdown in Q4 as
the trade war with the US and slowing economic growth
rate weighed on demand. Economic hardship, relatively
weak currencies and the after effects of tax-changes
affected Turkey and Middle Eastern markets to varying
degrees: Iran and Turkey were hit particularly hard.

Annual Indian gold jewellery demand weakened
marginally to 598t, from 601.9t in 2017. Q4 demand
was also fractionally lower y-o-y (180.1t v. 182.4t), as
consumers showed caution in the face of high and volatile
local gold prices. Demand was constrained in 2018 as
there were relatively few auspicious wedding days in the
Hindu calendar.1 This had a particularly pronounced effect
on Q4 demand, given that November and December are
traditionally peak wedding season months. The outlook is
more positive for 2019, as there is a marked increase in the
number of such auspicious days.

2018 jewellery demand steady: China and US growth offset weaker Middle East
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1	
w ww.drikpanchang.com
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Jewellery
Buoyant inventory levels meant a good portion
of retail demand in Q4 was met by de-stocking.
Strong imports in Q3 led to a build-up of stock among
manufacturers and wholesalers, which was drawn down
during Q4 to meet demand – reflected in a 23% y-o-y drop
in fourth quarter official gold imports.
There was also a rise in the volume of gold-for-gold
exchange. At a time of higher and more volatile local gold
prices, the market saw a rise in the number of consumers
preferring to exchange existing gold for new pieces. This
was particularly prevalent in the south and west regions,
where some retailers reported an increase of up to 45% in
exchange activity.2 The market was therefore well supplied
with gold, and this was reflected in local price discounts.
The local gold price was at a discount to the
international prices of around US$2/oz on average
during Q4. The domestic gold price was broadly at a
discount during the quarter (aside from a small window
in late November when a dip in prices sparked a bout of
buying, pushing it to a small premium). The market was
well supplied by stocks and gold-for-gold exchange at a
time of constrained demand.
Organised jewellery retailers continued to gain
market share. Partially as a consequence of government
policy in recent years, national and regional chain stores
continued to outperform single, standalone stores. Chain
stores reported positive Q4 sales growth, in contrast
to single stores that reported Q4 sales as being flat or
marginally lower.

China
Annual Chinese jewellery demand grew by 3%,
but recovery stalled in Q4. Full-year Chinese jewellery
demand reached a three-year high of 672.5t. But Q4
demand slipped 3% to 174.8t as the local gold price
spiked sharply higher in October and economic growth
continued to slow. Furthermore, the ‘Golden week’ holiday
in October did not provide the usual boost to jewellery
demand that it has done in the past. The role of this holiday
as a shopping occasion is gradually fading as consumers
increasingly use it instead as an opportunity to spend
on experiences, such as travel. We expect this trend to
continue in 2019.
Although consumer sentiment was undermined in Q4
by China-US trade friction and a lacklustre domestic
stock market, this was countered by tax cuts aimed at
stimulating consumption. Certain sectors of the gold
jewellery market were robust, with ultra-high purity
products (9999s or 99999s) 3 performing well in some
regions and 3D hard gold continuing to grow.4 By contrast,
the traditional 24K category lost market share, although
demand for these products still dominates the market.
The retail industry continues to expand and innovate.
The jewellery retail network extended further throughout
2018, with leading branded retailers leading the charge.
Already well-established in Tier 1 and 2 cities, these
retailers are increasingly penetrating into Tier 3 and 4
cities. At the same time, they continue to focus on product
innovation. One of the newest products brought to market
is “Mirror Gold”: a 999s product, with a shiny, smooth
mirror-like surface, targeted at a younger generation, who
prefer simpler fashionable designs.

2	This gold-for-gold exchange activity has no impact on net demand, as it is a process of exchanging old gold for new, but can tend to increase at times
of slower demand and higher prices
3	9999s and 99999s relates to gold of 99.99% purity or 99.999% purity, which compares with traditional 24K gold of 99.9% purity
4	For more detail on 3D hard gold and a detailed look at recent trends in China’s gold jewellery market, see www.gold.org/goldhub/research/marketupdate/market-update-chinas-jewellery-market-quietly-improving
Gold Demand Trends | Full year and Q4 2018
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Jewellery
Middle East and Turkey
A sharp drop in Turkish Q4 jewellery demand set
the seal on a record yearly low. Demand sank 21% to
just 9.1t in Q4 as rising unemployment and double digit
inflation rates continued to pummel disposable incomes.
The lira strengthened against the dollar from the extreme
lows reached in August. This was reflected by a downward
move in local gold prices, which helps explain a sharp drop
in recycling activity during the quarter.
Amid widespread weakness in the Middle East, Iran
lagged the pack. A 32% y-o-y drop in Q4 demand in Iran
almost matched the 35% fall in the annual figure. For 2018,
the market hit a new record low of 29.5t as continued
sanctions ravaged demand. Demand was focused
exclusively on wedding sets and engagement rings.
Other ‘unnecessary’ spending on jewellery was halted.

Intervention by the Iranian central bank to support the rial
led to a sharp appreciation of the currency, which in turn
led to lower local gold prices. But this did not feed through
to an improvement in sentiment among consumers, hence
the very weak quarter for the jewellery sector.
Jewellery demand was very weak in both Q4 and
2018 for the UAE and Saudi Arabia alike. Both markets
were affected by the introduction of 5% VAT in Q1 2018.
Purchasing activity ahead of the tax change boosted Q4
2017 demand, making Q4 2018 demand all the weaker
in comparison.

Turkish annual jewellery demand sank to new low in 2018
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Jewellery
The West

Other Asia

Another year of modest growth in the US took
jewellery demand to a nine-year high of 128.4t (up
4% y-o-y). Q4 saw an eighth consecutive quarter of
y-o-y growth and demand of 48.1t was the highest since
Q4 2009. Gains were widespread across the spectrum,
from lower-carat, mass-market jewellery to high-end
branded items.

The smaller Asian markets were again mixed: growth
in Indonesia, Vietnam and Thailand outweighed the
combined y-o-y declines across the rest of the region.
Despite stock market volatility, healthy economic growth in
these three markets fuelled demand for gold jewellery.

But the pace of growth decelerated slightly in Q4 as
concern over the path of US economic growth combined
with a sharp correction in US equity markets to dampen
consumer confidence. And prospects for Q1 2019 are less
buoyant as the ongoing government shutdown impacts
sentiment and the wealth effect of the stock market
correction filters through to consumers.

Japanese jewellery demand slowed in the second half of
the year: Q4 saw a 2% y-o-y drop to 5.1t. Consequently,
full-year demand inched down to a three-year low of
16.5t. After a difficult year, beset by natural disasters and
extreme weather conditions, consumer sentiment was
subdued. Lacklustre demand for the popular Kihei gold
chains was partly due to a rising local gold price.

European jewellery demand was fractionally lower
on an annual basis, down 1% to 73.4t. Q4 demand
slipped 2% to 33.5t – the lowest Q4 in our data series
– as consumers became more cautious. The UK saw
the biggest Q4 decline, with demand overshadowed by
ongoing Brexit chaos. Italy and France, each beset by
political turmoil, were similarly weak. Germany and Spain
were more robust: both markets saw modest gains in
Q4 and full-year 2018, although growth in these small
markets was insufficient to offset weakness elsewhere
in the region.

Gold Demand Trends | Full year and Q4 2018
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Investment
Bar and coin investment grew
4% in 2018, while annual
inflows into gold-backed ETFs
slowed to 68.9t
• European-listed funds drove yearly growth in ETFs, with
global Q4 inflows fuelled by stock market volatility and
signs of slowing economic growth
• Bar and coin investment, responding to equity market
fluctuations and higher local gold prices in many
currencies, increased to 1,090.2t

2017
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Y-o-y change
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-7%
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4%

India

169.3

162.4

-4%

China

306.4

304.2
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Gold-backed ETFs

Inflows into global gold-backed ETFs and similar
products totalled 69t in 2018, equivalent to US$3.4bn
of inflows. This was 67% lower than the 206.4t of inflows
in 2017. Sizable annual flows into European-listed funds
(+96.8t) drove growth in the sector. And while North
American funds experienced heavy outflows for part
of the year, strong global Q4 inflows propelled total
AUM to 2,440t by year-end, up 3% y-o-y from 2,371t.
For the first time since 2012, the value of total
gold-backed ETF holdings finished the year above
US$100bn (at US$100.6bn).
Global inflows of 112.4t during Q4 reversed the 104t of
outflows from the previous quarter. Growth in Q4 was
split almost equally between US-listed and European-listed
funds, with inflows of 57.1t and 59.1t respectively.

• Demand for official gold coins in Iran skyrocketed,
helping to drive the global total to a five-year high
of 236.4t
Tonnes

ETFs

Europe was the only region to see net tonnage
growth in 2018. A combination of widespread regional
political uncertainty and negative yields on both sovereign
debt and highly-rated corporate bonds underpinned
investment in European-listed funds throughout the year.
Inflows gained momentum in December, fuelled by a rising
gold price against a background of stock market volatility
and the US-China trade conflict.

Stock market weakness in Q4 helped fuel inflows into gold-backed ETFs
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Investment
AUM in European-listed funds grew to 1097t (US$45.2bn
or 39.4bn) by year-end, up 10% y-o-y. Their share of
global holdings has been increasing steadily over the
last couple of years and now accounts for 45% of global
holdings, up from 42% at the end of 2016.
North America fund inflows of 57.1t in Q4 stemmed
Q3 losses, but overall these products shed 13.4t over
the year. During Q3, holdings in North American products
fell by 75.3t as investors focused on the healthy domestic
economy, strong dollar, rising equity markets and weaker
gold price. This environment changed in Q4, with an
increase in stock market volatility and mounting concern
that US economic conditions may have peaked. And goldbacked ETFs benefited from this environment, combined
as it was with a rising gold price.
At the end of 2018, North American-listed funds
represented 50% of global holdings in gold-backed ETFs,
with a collective AUM of 1230.4t (US$50.7bn).
Holdings of funds listed in other regions saw modest
declines in 2018: Asian-listed funds lost 4.7t on an annual
basis, as H2 losses wiped out the 16.7t of inflows seen in
Q2. This corresponded with a downturn in China’s stock
market and a weakening of the yuan against the dollar,
which may be indicative of investors taking profit at a
higher local price and/or selling as a source of liquidity.
The market saw further rotation out of Bosera’s funds
(which lost a combined 20.1t), mainly among individual
investors on the Alibaba platform. Meanwhile, Huaan
Yifu Gold ETF added 7.7t to AUM during 2018, as investors
sought to hedge fluctuations in risky assets, putting it in
the top 10 performing individual funds globally.
2019 has seen a positive start. So far in January, goldbacked ETFs have found favour among investors: at the
time of writing, global inflows have reached 59t. NorthAmerican funds are headlining this activity, with investors
conscious of the continued trade spat between the US
and China, particularly as global growth projections are
scaled back. Adjustments to US rate hike expectations
and the ongoing US government shutdown are also
fuelling the inflows.
European investors are focused on issues closer to home.
Early January saw the euro gold price reach a widelyreported 18-month high, spurring further investor interest
in that region. Meanwhile, the turn of the year brought the
prospect of European parliamentary elections – scheduled
for May – closer to mind and raised concerns that populist
parties could gain a greater foothold in Brussels. Already
wary over Brexit and the precarious state of both Italy’s
public finances and its relationship with the EU, investors
have steadily added to their safe-haven holdings of goldbacked ETFs.

Gold Demand Trends | Full year and Q4 2018

Bars and coins
Global bar and coin demand rose 4% year on year,
reaching 1,090t. A pick-up in retail investment demand in
the second half of the year, boosted by the fall in the gold
price across most currencies in Q3 and heightened equity
market volatility in Q4, made up for the relatively quiet H1.
Delving into specific product categories, bar sales were
steady at 781.6t. Indeed, bar demand has been remarkably
stable over the past five years with annual demand
anchored between a low of 780t in 2014 and a high of
797t in 2016.
The official coin market, however, saw annual demand
surge 26% to 236t, the second highest level on record –
the previous high was 270.9t in 2013.
Coin demand flourished in a few countries, most notably
Iran and South Africa, where retail investor concerns
around stock market volatility, currency weakness and
geopolitical uncertainty were common themes.
China recorded another good year, with annual bar
and coin demand steady at 304.2t. Retail investor fears
over a weakening currency and stock market volatility have
supported demand over the past two years. Deteriorating
US-China relations in 2018 added to the sense of
foreboding and contributed to heightened financial market
volatility; over the course of the year the yuan fell 5%
against the dollar while the CSI 300 Shanghai Gold Ben
dropped 25%. The Shanghai Gold Benchmark price,
however, rose 3.4%.
China’s bar and coin market finished stronger than it
started, with H2 demand 157.4t versus 146.8t in the first
six months of the year. Demand peaked in Q3 when in
August the price fell to RMB262/g, its lowest level since
2016. The market remained healthy in the fourth quarter
at 70.9t, up from 68.6t in Q4 2017 and above the quarterly
average of 66t since the start of 2014.
By contrast, India, the second largest bar and coin
market in the world, saw annual demand fall 4% to
106.2t. The gold market received its usual seasonal boost
during Diwali, leaving fourth quarter demand at 56.4t –
the strongest quarter of the year. But it was still 5% down
on Q4 2017. Indeed, it was the weakest fourth quarter
since 2008.
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Investment
India’s bar and coin market faced challenges throughout
the year. The weakness of the Indian rupee pushed the
gold price to Rs31,900/10g during October, its highest
level since June 2012. And India’s leading stock market
– the SENSEX – continued to hit new highs, grabbing
the attention of many urban investors. Finally, the
government’s continued clamp down on illicit money
has removed an element of demand from the market.
Yet despite these challenges, India’s gold investment
market continued to innovate. Mobile apps and online
platforms such as PayTM Gold, Phone Pe, MobiKwik and
Safe Gold continued to gain traction,5 albeit from a very
low base. Businesses such as these allow investors to
gain exposure to gold for as little as one rupee and,
according to media reports, have seen rapid growth in
their customer base.
Bar and coin demand in South East Asia enjoyed a
good year, with annual demand rising in Indonesia
(+10%), Thailand (+7%) and Vietnam (+9%). Combined,
these countries accounted for 131.3t, equal to 82% of the
South East Asian bar and coin market in 2018.

Several themes underpinned the health of these markets.
Retail investors were concerned about the outlook for their
respective local currencies. Over the course of the year the
Vietnamese dong weakened 2% against the dollar, while
the Indonesian rupiah fell by 6%. And although the Thai
bhat finished the year flat, it fell 7% between April and
July. They were also unnerved by equity market volatility,
with most of the main regional indices finishing the year
down. After rising 6% in January, the MSCI South East
Asian equity index fell 17% over the remaining 11 months.
Yet, at the same time, these economies continued to grow.
Unemployment rates in Thailand, Vietnam and Indonesia
remained stable at low levels compared to the recent past.
There were market-specific factors, too. In Thailand, for
example, retail investors flocked to gold as rumours of
an imminent clamp down on unaccounted money rippled
through the market. Although the clamp down failed to
materialise, the rumour did spur gold demand.

Bar and coin demand jumped in the second half of 2018
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5	The World Gold Council holds a minority stake in Digital Gold India Private Limited which offers Safe Gold. The World Gold Council
and its affiliates may have an interest in or affiliation with other entities or instruments referenced in this report.
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Investment
Middle East demand doubled in 2018, shooting up
from 43.2t in 2017 to 87.1t in 2018. This was almost
entirely due to Iran, where annual bar and coin demand
ballooned from 19.2t in 2017 to 61.8t in 2018. The central
bank’s decision to increase the number of coins it released
into the market helped satisfy Iranian investor demand and
boosted global coin demand.

The picture improved in Q4. The Turkish lira came off
its lows, the local gold price came off its highs and retail
investment demand recovered: it rose 66% y-o-y to 8.4t,
with coin sales outperforming bar sales.

After an exceptionally strong Q3, Iranian demand eased a
little in the final quarter. The rial strengthened following the
central bank’s intervention in the foreign exchange market,
and authorities moved to limit gold speculation by closing
the coin futures market. Iran aside, the rest of the Middle
Eastern bar and coin market was lacklustre.

European annual bar and coin demand was 171.1t,
down 11% on 2017 and its lowest annual number
since 2007. Demand declined in Germany (-9%),
Switzerland (-13%) and Austria (-16%). H1 was especially
weak: it was the lowest half year since 2008, partly due
to the relatively range-bound gold price. Activity picked
up in H2 as stock market volatility increased and the euro
gold price fell (in Q3) to its lowest level since 2015 before
bouncing higher.

2018 annual bar and coin demand in Turkey fell 28%
y-o-y, from 52.4t to 37.8t. The sharp fall is partly due
to a relatively strong 2017, which was fuelled by the
government’s fiscal stimulus programme and investors’
expectations of higher inflation and a weaker currency.

The one bright spot in Europe was the UK. Annual bar
and coin investment was 11.6t, up 12% yoy. Demand of
6.87t was the strongest half yearly figure since 2012, as
investors looked ahead to 29 March 2019 – the day the UK
is due to leave the EU – with a sense of trepidation.

These expectations were realised in 2018, with CPI
doubling to 16% and the Turkish lira reaching an alltime low against the dollar. Conversely, the Turkish lira
gold price hit an all-time high, dampening demand and
encouraging higher levels of recycling.

US bar and coin demand remained sluggish. Annual
demand was 28.1t, its lowest level since 2007. For most
of the year a range-bound gold price, buoyant equity
market and expectations of higher rates reduced investor
interest in gold. Often, bar and coin investors use price
dips as entry points, but the pullback in Q3 failed to deliver.
Subsequently, increased volatility in stock markets and a
higher gold price, failed to tease out much investor interest.

Doubling of Middle Eastern bar and coin investment in 2018 almost entirely due to Iran
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Central banks
Central banks’ demand for
gold soared to a multi-decade
high of 651t in 2018

Central bank net purchases reached 651.5t in 2018,
74% higher y-o-y. This is the highest level of annual net
purchases since the suspension of dollar convertibility
into gold in 1971, and the second highest annual total on
record.6 These institutions now hold nearly 34,000t of gold.

• Net central bank purchases totalled 651t in 2018, the
highest level since the dissolution of Bretton Woods

Heightened geopolitical and economic uncertainty
throughout the year increasingly drove central banks to
diversify their reserves and re-focus their attention on the
principal objective of investing in safe and liquid assets.

• Russia, Turkey and Kazakhstan remained key buyers
throughout the year…
• …and were joined by greater numbers of central banks
purchasing gold
Tonnes
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Despite a decade passing since the global financial crisis,
times seem no less certain. Central banks reacted to rising
macroeconomic and geopolitical pressures by bolstering
their gold reserves. These actions are consistent with a
recent survey commissioned by the World Gold Council:
76% of central banks view gold’s role as a safe haven
asset as highly relevant, while 59% cited its effectiveness
as a portfolio diversifier. And almost one fifth of central
banks signalled their intention to increase gold purchases
over the next 12 months.7

Central bank demand in 2018 was the highest since Nixon closed the gold window
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6 The highest annual total was in 1967, when central bank gold reserves increased by 1,404t
7 www.gold.org/goldhub/data/world-gold-council-survey-central-bank-gold-reserves-2018
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Central banks
Similar to what we’ve seen in recent years, demand
volume was concentrated amongst a handful of
central banks. Russia, which is “de-dollarising” its
reserves, bought, 274.3t in 2018, funded by the almost
total sale of its US Treasuries portfolio. This is the highest
level of annual net purchases on record and the fourth
consecutive year of +200t purchases.8 Russia’s gold
reserves have increased for 13 consecutive years, growing
by 1,726.2t over the period to total 2,113 at the end of
the 2018.
The Central Bank of Turkey increased gold reserves by
51.5t in 2018. This is the second consecutive year of net
purchases, 40% lower than the 85.9t it bought in 2017,
when it re-entered the market after a nearly 25 year
absence. This y-o-y decline was exacerbated by a 16t
reduction in gold reserves in November. Since May 2017
Turkish gold reserves have increased by 137.4t.9
Kazakhstan’s gold reserves rose 50.6t in 2018, to 350.4t.
2018 marks the eighth consecutive annual increase. On a
monthly basis, gold reserves have risen for 75 consecutive
months, with net purchases totalling an impressive 246.4t
over that period.

And having been dormant since October 2016, China
announced that its gold reserves had increased by just
under 10t in December, to 1,852.2t.10 Gold accounted for
2.4% of total reserves at year-end, up from 2.3% at the
end of 2017, while FX reserves fell US$67bn over the year
to US$3.1 trillion (tn).
More central banks look to gold. Russia, Kazakhstan and
Turkey again accounted for a large portion of demand in
2018. But their share fell to 58% – from 94% in 2017 –
as other central banks chose to significantly increase their
gold reserves, reinforcing the importance of gold as a
reserve asset.
Notably, European central banks also bought gold last year.
Hungary made one of the largest purchases, increasing
its gold reserves ten-fold in October, to 31.5t. This is the
highest level for nearly 30 years. The central bank cited
gold’s role as a hedge against future structural changes
in the international financial system, as well as its lack of
counterparty or credit risk, as reasons for the purchase.
Similarly, Poland was another European central bank which
bought last year. Gold reserves rose by 25.7t during 2018,
+25% y-o-y.

Russian gold reserves have grown as a result of “de-dollarisation” of its reserves
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8 Russian gold reserve data reported through the IMF extends back to 1993 only
9 All figures exclude the more volatile ROM holdings
10 This is the third decline in FX reserves the last four years; they rose by US$129bn in 2017
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Central banks
Indian net purchases were another notable component of
central bank demand in 2018. Monthly purchases began in
March and picked up in the second half of the year. In total,
gold reserves rose by 40.5t, the highest annual growth
since the purchase of 200t from the International Monetary
Fund In 2009.11 12 In its Annual Report 2017-2018 the bank
stated: “Diversification of India’s Foreign Currency Assets
(FCA) continued during the year with attention being
ascribed to risk management, including cyber security risk.
The gold portfolio has also been activated.”13
Mongolia announced that it had bought 22t of gold in
2018, in line with its stated target.14 This represented a
10% increase on 2017 purchases. One of the drivers of
this growth was a five-month “National Gold to the Fund
of Treasures” campaign, which encouraged miners and
individuals to sell their gold to the central bank.15
In September, the Central Bank of Iraq stated that it had
taken advantage of lower gold prices to buy 6.5t. This was
the first annual increase since 2014 and took total gold
reserves to 96.3t, accounting for 6.7% of total reserves.

The State Oil Fund of Azerbaijan (SOFAZ) also re-entered
the market last year. Gold reserves grew by 14.3t by
the end Q3, an increase of nearly 50% from end-2017.16
Having been on the side-lines of the gold market since the
end of 2013, this marked a change in policy for the fund. In
December 2018, President Ilham Aliyev approved updated
investment guidelines that would allow SOFAZ to invest up
to 10% of its portfolio in gold.17 18 Currently, gold accounts
for 4.3% of SOFAZ’s portfolio.
Net purchases again dwarf net sales. And while net
purchases have been eye-catching, net sales remained
minuscule throughout the year. Australia (4.1t), Germany
(3.9t), Sri Lanka (2.4t), Indonesia (2t) and Ukraine (1.2t)
were the most notable net sellers. Overall, net sales
totalled a paltry 15.6t. This serves as a reminder that
recent central bank demand is supported by a combination
of high purchases and low sales.

11 www.imf.org/en/News/Articles/2015/09/14/01/49/pr09381
12 At the time of publication, the IMF stats only reported Indian gold reserves to end-November 2018
13 www.rbi.org.in/Scripts/AnnualReportPublications.aspx?year=2018
14 www.montsame.mn/en/read/136319
15 At the time of publication, only an 10.8t increase in gold reserves has been reported in IMF stats to end-November 2018
16 At the time of publication, SOFAZ had only reported gold reserves to end-September 2018
17 en.azvision.az/news/98582/-ilham-aliyev-approves-main-directions-for-using-sofaz-funds-in-2019-.html
18 www.oilfund.az/en/investments/investment
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Technology
2018 saw marginal growth
in the volume of gold used
in Technology, tempered
by Q4 slowdown

After climbing 1% to a four-year high of 334.6t, gold
used in technology fell to 84.1t in Q4, the first y-o-y fall in
quarterly demand since Q3 2016. Slowing growth in some
major economies combined with the ongoing trade dispute
dampened electronics demand.

Electronics

• Full-year gold demand in the technology space reached
334.6t in 2018, the highest since 2014
• The electronics industry drove annual growth, primarily
due to strong demand for consumer electronics and
ongoing electrification in the automotive sector
• But a rapidly changing economic landscape led to a
5% y-o-y drop in Q4 demand, with further weakness
forecast as demand from the LED, memory and wireless
sectors slowed sharply
Tonnes

2017

2018

Y-o-y change

Technology

332.6

334.6

1%

Electronics

265.6

268.3

1%

Other Industrial

50.7

51.0

1%

Dentistry

16.3

15.4

-6%

Gold used in electronics rose 1% to 268.3t in 2018.
Growth in demand for high-end consumer electronics
and vehicle electrification throughout much of the year
fuelled the rise. But this came to a halt in Q4, when
demand fell 5% y-o-y, to 67.8t, on slowing smartphone
sales and delays in the rollout of the 5G network. Indeed,
recent profit warnings issued by Apple put this into some
perspective; a 15% y-o-y fall in iPhone sales during Q4,
with the prediction of even sharper falls in 1H19, are having
a significant impact on the broader electronics sector.
Traditionally a low season for LEDs, Q4 2018 was
particularly weak: the volume of gold used in these
applications was 8-10% lower y-o-y. Ongoing US-China
trade friction weighed heavily on the LED sector: more
than 30 lighting applications are now subject to additional
duties, as a result of which some production has shifted
out of China. Increased penetration of Chip Scale Package
(CSP), particularly in the automotive field, also exerted
some pressure on gold usage in this sector.

Slowing global smartphone unit shipments sound caution for electronics sector
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Sources: IDC; Statista; World Gold Council
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Technology
After repeated quarters of strong demand, the
memory sector also slowed in Q4. The smartphone
slowdown had an impact here, as did the ongoing shortage
of Intel CPUs, which had a negative knock-on impact on
DRAM demand. As seen in the LED sector, technology
migration is also a threat; for example, Through-Silicon-Via
(TSV) may become the interconnection solution in larger
3D NAND packages, thus potentially further hampering
gold usage in these applications.

Other industrial and dentistry
Dental demand registered it’s fourteenth consecutive
annual decline, falling 6% y-o-y to 15.4t. Other industrial
applications, by contrast, grew 1% to 51.0t, due to
improvements in plated jewellery demand in some areas.

The one bright spot in an otherwise challenging quarter
came from the Printed Circuit Board (PCB) sector, which
registered a rise of 1-4% y-o-y. This was driven by strong
demand in the automotive sector and 5G infrastructure,
which is also expected to catalyse PCB requirements
this year in various applications, especially for integrated
boards in wireless communication modules and power
management (to meet rising data transfer demand).
The key eastern fabrication hubs of Mainland China
and Hong Kong, Japan and South Korea all registered
falls in gold volumes during Q4, with 9.6%, 9.5% and
4.9% respectively. The US bucked this trend with a
4.5% increase.
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Supply
Total supply up fractionally
to 4,490t, supported by
record mine production
and higher recycling

Mine production
The final quarter of 2018 saw gold mine production fall
back from the record quarterly total achieved in Q3. Output
totalled 854.1t in Q4, 2% lower q-o-q and 1% lower y-o-y.
Over the year, gold mine production rose fractionally, up
1% to 3,346.9t. Although slowing in recent years, this is
now the tenth year of annual growth and the highest level
of annual mine output on record (eclipsing the previous
record in 2017).

• Mine production hit a new record high of 3,347t in 2018
• The global hedge book declined 29t in 2018, falling for
the second consecutive year
• Gold recycling returned to historic norms during the year,
totalling 1,173t
Tonnes

2017

2018

Y-o-y change

Total supply

4,447.2

4,490.2

1%

Mine production

3,318.9

3,346.9

-27.9

-29.4

1,156.1

1,172.6

Net producer hedging
Recycled gold

1%
-

1%

The total supply of gold grew marginally by 1% in 2018,
up from 4,447.2t to 4,490.2t. This growth was supported
by similar y-o-y increases in mine production and recycled
gold. 2018 was the second consecutive year of modest net
producer de-hedging.

Structural changes constrained some major
producing nations. Stricter environmental regulations
resulted in 2018 Chinese gold production falling once
again: annual output declined by 9% y-o-y. The regulations
– relating to cyanide in tailings – have had a dramatic
impact on national gold production since their introduction,
including the closure of some marginal operations. In
Indonesia, annual output plunged 24%. This was primarily
due to a combination of the completion of Phase 6 ore at
Batu Hijau and the exhaustion of higher-grade ore from the
final phase of the Grasberg open pit.

Highest level of annual mine production on record, but growth continued to slow
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Supply
In South Africa, production fell 18% y-o-y. The closure
of some loss-making projects hit output during the year,
while industrial action compounded the pressure on local
miners. Goldfield’s South Deep project was impacted in
Q4 by a 45-day strike in response to retrenchments, while
strike action at Sibanye-Stillwater operations (relating to a
three-year wage agreement), as well as safety incidents
and seismic disruption, caused losses.

despite losses earlier in the year at Kalgoorlie Super
Pit earlier due to a ground slip. And this growth is likely
to be supported by greater levels of exploration spend
by Australian miners, which now stands at multi-year
highs.20 21
Russian gold production rose 10% y-o-y in 2018.
Supported by state incentives – such as royalty waivers,
tax incentives and low-cost loans – local gold miners of
all sizes boosted output in 2018. In Papua New Guinea,
national gold production grew 23% y-o-y, driven by higher
output at the Lihir and Hidden Valley projects. Canadian
annual output grew 9% in 2018, as greenfield projects
continued to ramp-up. Production at Brucejack, Rainy
River and Moose River have boosted overall annual gold
production, and the project pipeline continues to provide
support. Production growth from key West African
jurisdictions, such as Burkina Faso and Ghana, also
contributed to the overall increase in gold mine production.

Gold output in Peru fell 9% y-o-y as the local opposition
to mining that has occurred during recent years took its
toll. Declining production profiles at existing projects and
a reduced production pipeline are evidence of miners’
reluctance to grow output in the country. Production fell
significantly at Lagunas Norte, Yanacocha and Orcopampa,
which together produced 27t of gold output in 2017.19
But some producing nations were bright spots in 2018.
In Australia, record local gold prices during the year, as
a result of weakness against the US dollar, supported
growth in mine production. National output grew 4% y-o-y,

Gold’s performance in key producer currencies
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Russian ruble

Source: ICE Benchmark Administration; Refinitiv Eikon; World Gold Council

19 Reported annual figures for 2018 were unreleased at the time of publication
20 www.abs.gov.au/ausstats/abs@.nsf/0/7008565B2DD42E23CA25718C00151590?Opendocument
21 www.mining.com/mining-exploration-spending-australia-jumps-5-year-high/
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Supply
While challenges remain for the gold mining industry,
there is reason to be optimistic regarding the production
pipeline. Intermediate and junior companies – whose
projects greatly outnumber those of the major miners –
have been successful in accessing new capital, helping
to drive project development. Fruta del Norte, Meliadine
and Gruyere are all examples of projects due to begin
production in 2019.

Net producer hedging
Net producer de-hedging was seen for a third consecutive
quarter in Q4, with the global hedge book declining by a
further 10t. On an annual basis, net producer de-hedging
totalled 29.4t, following on from 27.9t of net de-hedging
in 2017. At the end of 2018 the global hedge book stood
at an estimated 195t, -13% y-o-y, continuing the general
downward trend.
Despite the global net de-hedging in 2018, recent gold
price strength in some key producer currencies has
created an ideal environment for hedging. This was most
evident in Australia, where local miners such as Resolute,
OceanaGold and St Barbara all announced additional
hedging agreements in late 2018 in order to benefit from
record local prices. This continues a trend of miners
engaging in more tactical hedging. It should also be noted
that several option positions, totalling around 15t, were
expected to reach maturity at the end of the year.

Recycled gold
Gold recycling returned to more historic norms towards
the end of 2018, a progression that has been ongoing
following the 14% jump in 2016. Recycled gold of 285.4t in
Q4 was 3% higher y-o-y, while the annual level of recycling
barely changed (+1%) at 1,172.6t.
Turkey and Iran remained the largest gold recycling
markets in Q4. Currency appreciation during the year,
coupled with inflation cooling in Turkey during the final two
months of the year, helped to bring gold prices down from
recent highs.22 Currency weakness, inventory liquidation
by retailers, profit-taking and distress selling had been
features of both gold markets during 2018. In Egypt, the
normalisation of recycling levels is evident. A lower and
more stable local gold price together with an improved
economy has reduced gold recycling.
Increases in gold recycling were seen in many Asian
markets in Q4 as consumers sold into a price rally.
Declines were seen in India, where fewer auspicious days
for weddings in 2018 reduced the need for people to sell
back gold in order to fund wedding costs. In addition,
anecdotal reports from Kerala – a key gold-buying state
– indicated that consumers opted to use their gold as
collateral for loans rather than sell back. In China, a q-o-q
decline was primarily driven by seasonality: recycling of
old stock amongst retailers was higher in Q3 ahead of the
Hong Kong and Shenzhen jewellery fairs late in the quarter.
Gold recycling in western markets was broadly stable.
Levels remained consistent throughout 2018, as a
combination of depleted near-market supplies and rangebound prices deterred consumers from selling.

22 www.turkstat.gov.tr/HbGetirHTML.do?id=30848
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