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Presenter
Presentation Notes
Quick overview of S/D
Total supply down, driven  by drop in mine supply, scrap and rise in de-hedging. On par with the level recorded in 2014
Jewelry and silverware up 4%, accounting for 26% of total demand
Following various years of declines finally a rise in investment driven almost exclusively by India to +20% for the year. Coins and bar demand accounts for 18% of total, up from 15% the prior year
Industrial fabrication saw a small dip on the back of solar recording a bit of weakness, on what remains, however, a promising outlook. 
Total Demand up 4%
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Market %A -

° -

Moz 2014 2015 share 2017 % A -2014
Mine Production

868 894 893 877 856 -2% -1%
Scrap 167 150 152 154 151 -2% -10%
Total Supply 1,052 1,052 1,026 1,033 1,004 -3% 0%
Jewelry &
Silverware 288 287 255 262 274 26% 4% -5%
Coins & Bars 234 294 209 150 181 18% 20% -22%
Industrial
Fabrication 596 583 566 586 579 56% -1% -3%
Physical
Demand 1,118 1,163 1,030 998 1,034 4% -8%
Physical
Surplus/
Deficit -66 (6%) -111 (10%) -4 (0%) 34 (3%) -29 (3%)
Annual Average
Silver Price
USs$/oz 19.08 15.68 17.14 17.05 15.71 -8% -18%
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Presentation Notes
JEWELRY
UP
India and North America take jewelry fabrication by the hand last year
In the US, silver strong female self purchase item and despite competition from low grade gold jewelry witnessed in crease last year. Jewelry consumption up more, 17% on strong imports. US imports almost twice amount of domestic fabrication
Millennials force US jewelry industry to move large portion of sales online. Also bit reluctant to spend with huge amount of credit spending. 
Indian jewelry fabrication surged 16% setting a new record helped higher by migration to silver due to elevated gold prices and expansion of retail outlets. 

DOWN
Thailand: heavy reliance on Pandora is bad for small fabricators, witnessing decline in Thailand. 
Europe: jewelry and silverware fabrication also under pressure. Italian economic woes and Brexit has not helped either. French yellow shirts movement indicates plenty of people feel left out. No money to spend on jewelry
China challenging year, jewelry fabrication contracted 5%. Industry consolidation. Bankruptcy peer-to-peer lending resulted in liquidity tightness. Massive layoff were the result slipping into 2019 with workers going home early for Chinese NY.   

SILVERWARE
UP
India strongly up 9.5%. Regional and national retail chains increased stocks. Design optimization and larger variety of caratage offered. 

DOWN
Russia, largest in Europe, fell on affordability issues on falling ruble. 
North America, China  down as well
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ANNUAL CHANGES: 2018 LESS 2017 (Moz) SILVER AND GOLD IN INDIAN RUPEE
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Presenter
Presentation Notes
Net physical bar purchasing driver behind rise in retail investment…
…which was almost exclusively attributed to India, rising by 53% last year. 
Physical bars not exciting due to VAT in Europe. Germany biggest decline. 
North America continued weakness as well in bars as well as bullion coin fabrication. Non-bullion coin  fabrication however recorded a staller year increasing over 40%. 

Net identifiable investment = bars & coins + delta ETFs
Identifiable investment rose approximately 5% y/y in 2018 in volume terms. In value terms in contracted 3% last year 
Up last year on higher physical investment offsetting some ETF net-outflows. Rise 5% in volume, 3% decline in value due to falling silver price. 
$2.5 Bn in value last year, as opposed to $2.6bn in 2017. Much better than the drop recorded in 2017 year-on-year. 

No chart on OTC but volume traded in 2018 approximately 160bn, which is 160:1 leverage compared to the physical market. 
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Presenter
Presentation Notes
ETPs rapid increase over the years. Could argue a lot of the rise in supply over that period was absorbed by the uptake of ETP’s. 
Mine supply rose 264 Moz over 2000-2018 period (total of 14 bn oz) when ETP uptake rose 650 Moz. Is 5% of total supply over that period
If all new mined metal would go to ETPs it would’ve accounted for 41% of total ETP uptake 
Obviously feed from accumulated above ground stocks and scrap were able to feed the residual portion of demand, industrial fabrication and jewelry & silverware 
Despite small drop in ETPs still sticky hands, much more so than gold.

Combined iShares account for half of ETPs. ETF securities second followed by ZKB third. Top 3 making up 75%. Final quarter spread across multiple smaller but smaller funds.



SOLAR DEMAND - SILVER POWDER PRODUCTION

Solar Silver Powder Production
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SILVER LOADINGS IN PHOTOVOLTAIC CELLS
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Class' technology
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Presenter
Presentation Notes
 industrial fabrication down 1% to 579 moz
Solar biggest driver of decline, 9% to 80.5 Moz.
China accounted for almost half of new solar panel installations.

TOP Right: Ongoing thrifting, lower solar loadings driver of lower demand. 

Despite these notable gains, the report points out that “U.S. cities have only begun to tap their solar energy potential. Some of the cities in this report could generate hundreds of times more solar power than they do today.”
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Global mine production declined by 2% in 2018 to a total of 855.7 Moz (26,616 t), the third consecutive fall. At the
regional level, losses in the Americas were partly offset by gains in India, China and Russia.

SILVER PRODUCTION BY REGION AND ANNUAL CHANGE
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Presentation Notes
Silver mine production fell by 21.2 Moz (660 t) in 2018, the third consecutive year-on-year drop. The decline is attributable to the primary and lead/zinc sectors, mainly in the Americas, as Guatemala’s High Court suspended the mining license of its biggest operation, while maintenance problems in Canada’s top producer negatively affected silver output by a combined 23.5 Moz (736 t). Partially offsetting the losses, India, China and Argentina’s silver production rose by a combined 8.8 Moz (275 t). 
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TOP 20 SILVER PRODUCING COUNTRIES

SILVER MINE PRODUCTION

World Mine Production Rank Output (Moz)  Change
2017 2018 Country 2017 2018 y-0-y(%)

B Africa B 2sia 1 1 Mexico 1947  196.6 1%

1,000 Oceania & Other - Central & South America 2 § Ziril;a 1‘:;2 1:3:2 z:;z
B Europe B North America 5 4 Russia 42.0 43.4 3%
p—l R e 4 5 Chile 42.4 421 1%

800 6 6 Bolivia 40.0 39.9 0%

7 7 Poland 39.7 396 0%

8 8 Australia 351 354 1%

3 i 9 9 United States 337 280 17%
g 10 10 Argentina 25.7 26.5 3%
O 12 11 India 175 23.2 33%
5 11 12 Kazakhstan 190 195 3%
= 400 14 13 Sweden 14.9 14.6 2%
13 14 Canada 15.1 135  -10%

17 15 Indonesia 11.4 12.0 5%

200 16 16 Morocco 11.6 11.2 -4%
18 17 Turkey 5.4 6.1 12%

19 18 Armenia 5.0 5.0 0%

0 20 19 Iran 3.6 3.6 0%

21 20 Dominican Republic 3.3 3.4 4%

e 25 ot &l eRLE Rest of the World 56.8 323 -43%

Source: GFMS, Refinitiv World Total 8769 8557 2%
Source: GFMS, Refinitiv
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TCC AND AISC

«  On a co-product basis, we estimate Total Cash Costs with capex for 2018 averaged $10.37/0z, a 1.6% decrease relative

to 2017.

+  We estimate silver equivalent production dropped by 3.5%, led by tighter environmental policies in China and the

suspension of activities in Escobal mine in Guatemala.

SILVER MINING COSTS

30—
SILVER MINE PRODUCTION COSTS
25 =pe
(Us%$/oz unless stated) 2016 2017 2018
20— TCC (by-product) -4.25 -9.46 -4.95
2017 average silver price ($17.05/02) TCC (co-product) 877 8.08 3.01
% e ~_'_{ TCC (co-product) + Capex 11.21 1054 1037
g 2018 average silver price ($15.71/02) _.__‘_'_J__,_,——:—‘ Average Silver Price 1714 1705 1564
Sample Size (Moz) 3180 2966 2711
10— ,_.—l_'J == 2017 TCC (Co-product) + Capex Source: GEMS. Refinitiv
= 2018 TCC (Co-product) + Capex I ' .
5_—.
0 T T T T T T T T | 1
0 10 20 30 40 50 60 70 80 90 100
Source: GFMS, Refinitiv Cumulative production (%)
REFINITIV_
11

DATA IS JUST ‘
THE BEGINNING


Presenter
Presentation Notes
On a co-product accounting basis, TCC + capex stood at $10.37/oz, decreasing by 1.6% from last year. The main cause of this decrease was a 7.7% reduction in capital expenditure (including sustaining and expansionary investments). Guatemala’s Escobal mine remains suspended from Q2 2017, accounting for one third of the decrease in silver equivalent ounces produced, while Mexico and Poland decreased their capex substantially. 

Silver Total Cash Costs (TCC) net of by-product credits fell for the sixth consecutive year in 2018, by 48% to $-4.95/oz. This global trend is fuelled by higher production and by-product credits from Poland and India, in addition to higher by-product credits from Peru. However, this was partially offset by less production in Bolivia, Guatemala and China. In 2018, primary silver producers accounted for 26% of global output, of which our cost data capture represented 76% of primary supply.

We expect the silver price to slowly regain strength in 2019, pushing co-product costs slightly higher, while by-product costs are anticipated to continue stabilizing, as lower grades and further environmental restrictions will trigger a decline in credits.  

The sample size was 271 Moz. 

The result for 2018 indicates there’s been less credits from by-products than in 2017
We estimate both, but the TCC on a co-product basis gives the “real costs” of silver production. Also, If you would present all costs by by-product it’s harder to read, as you’ll have negatives costs for some copper and gold mines, and positive costs for the primary production

It’s a difficult process! Takes a lot of time, so we focus on the biggest companies. Also, many companies don’t report costs, or in the case of copper/zinc/gold mines, only report costs for the main metal, which makes estimation quite impossible. I’m working on gathering more information, but it’ll take time.. 
Not all Capex is part of AISC.  AISC includes TCC, by-product credits, plus capex related to the operation. (ie, if the company is investing in a greenfield exploration program, that won’t be part of the AISC, but some companies don’t report which part of a capex is sustaining and non-sustaining

76% is primary production
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SILVER OUTPUT BY SOURCE METAL

Primary Silver Mine Supply % of World Production Indexed Global Metal Mine Production,

primary silver supply as % of total
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PRODUCER HEDGING

+  The global producer hedge book contracted by 2.8 Moz (87 t) on a delta-adjusted basis, representing a 13% decrease on the hedge
book total compared to 2017

+  The hedge book stood at a total of 18.7 Moz (581 t) at end-December 2018.

+  The forward sales component of the book, on the other hand, grew by 1.5 Moz (47 t). The decline in options means that forwards now
represent almost 97% of the total hedge book.
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Of the net de-hedgers, Hecla mining delivered 1.4 Moz (45 t) in forward sales, at an average price of $16.64/oz, having no outstanding forward sales, other than provisional hedges, by the end of 2018.  The company is focusing on currency protection, while it has yet to confirm any silver hedging for 2019. 
 
Nyrstar delivered into the hedge book 2.7 Moz (84 t) in forward deliveries from its zero-costs collar entered in 2014 and updated in 2017, respectively, in order to help finance facilities modernization. As to December 31, 2018, the company has an estimated outstanding position of 12 Moz (373 t) in prepaid agreements, mainly covering part of Port Pirie’s silver production.

Approximately 8.3 Moz (261 t) of options expired or were exercised in 2018, of which 92% represented by a change of strategy from Industrias Peñoles, temporarily closing it options book and focusing mainly in forwards contracts.
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Custodian Vault Stocks by Region (excl
stocks allocated to ETPs)

North
America
44%

16%

14


Presenter
Presentation Notes
Above ground stocks plateaued ion 2017 and started to fall last year. 
Custodian vault stocks were the main driver behind the drop followed by ETP’s. 
Exchange stocks witnessed a considerable rise in 2018

Of the regional split, North America accounted for the largest share of above ground stocks, followed by Europe and Asia. 
Asia witnessed the biggest drop in above ground stocks while America saw  an increase. Stocks in Europe also fell. 
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Daily XAG=, XAU= 8/20/20.

Price — where is it heading?

And now it moves! Nice breakout
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