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Global Precious Metals Comment

Gold helped by USD pullback and safe haven flows  pgggs

Trade policy concerns affect gold via the dollar, inflation and economic impact Jogt'rz;‘gz
Gold has managed to bounce back from recent lows, helped by a pullback in the dollar joni.teves@ubs.com
and likely some safe haven flows on the back of concern about global trade relations. +44-20-7568 3635

This matters for gold to the extent that it impacts the dollar, inflation and inflation
expectations, the economy and in turn, monetary policy. With regard to steel and
aluminium tariffs, further details of which are expected this week, our US economists
expect the administration to take a slightly lighter stance than what was proposed by
the Commerce Department to limit negative impact on the broader economy. Should
the decision be in the range of the recommendation, the aggregate economic effect is
expected to be small. UBS' US Office of Public Policy views that these new tariffs are
likely to lead to retaliation from the US' trade partners, but these are unlikely significant
enough to cause a broader 'trade war'.

Lighter positioning should help gold and silver

Changes in precious metals positioning were mixed as of February 27, according to
latest data from the CFTC. Gold and silver net longs declined while platinum and
palladium net positions increased. The pressure on gold prices over the past week or so
coincided mainly with long liquidation, taking net positioning to 20.49moz or 55% of
the all-time high. Short-selling contributed to the heaviness in the market — gross shorts
increased for the first time in four weeks and increased by the most since the start of
the year. Given price action later in the week, which the data doesn't capture, we
suspect the next CFTC report would show further reductions in net length. This should
offer some support in the near term and help contain the downside as we expect some
further pressure to come in the lead-up to the March FOMC meeting and as seasonal
physical demand fades. Silver net speculative positions were also down, marking the
fourth straight week of declines. Pressure on silver all came from short-selling, with only
a minor offset offered by a modest build in gross longs. Silver continues to
underperform, with the ratio holding above 80 since early February. Although steady
global growth should bode well for silver industrial demand, fundamental catalysts are
currently not strong enough to encourage more active investor participation in silver.
Pressure on gold, weakness in equities and softer commodities have likely weighed
considerably on silver of late. The only noticeable supportive factor for silver right now
is positioning — net longs at 71.82moz are only 12% of the record and gross shorts are
relatively elevated at 80% of the high. We think this makes silver more vulnerable to
upside catalysts, which we suspect are more likely to come from gold.

Platinum longs look extended; palladium shorts likely to hesitate

Platinum net longs were modestly higher by 4.55koz, a sharp slowdown from
147.80koz added the previous week. At 2,372.90koz, platinum net length is about
79% of the all-time high. This level does not look extreme, but is quite elevated relative
to the rest of the precious metals. In particular, we are concerned about platinum gross
longs sitting at 93% of the record. In comparison, palladium looks healthier — after
significant reductions in net positioning between mid-January and mid-February
positions are being rebuilt but at a gradual pace for now. Palladium net longs were up
by 29.60koz to 1,780.50koz as of February 27. The change was due to fresh longs,
although gains were partly offset by an increase in gross short positions. At these levels,
palladium net length is about 55% of the record, considerably leaner than that of
platinum. Nevertheless, given the 6% price drop last week, we suspect those recent
longs capitulated. We would also not be surprised if there was some short-selling
considering gross shorts at only 19% of the record. But looking ahead, with prices now
near the year's lows, we expect some hesitation here unless there's another round of
pressure on the precious metals complex, commodities space or a wider risk-off move.
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Figure 1: COTR Update to Feb 27
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Figure 2: Gold Positioning
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Figure 3: Silver Positioning
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Figure 4: Platinum Positioning Figure 5: Palladium Positioning
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Figure 6: Precious Metals Global holdings: Holdings decline for all precious metals except for silver

Date Gold (in Moz) Silver (in Moz) Platinum (in Koz) Palladium (in Koz)
2-Mar-18 71.99 663.56 2659.70 1176.20
Daily Change -0.03 1.48 -0.01 -0.11

MTD Change -0.01 2.26 -1.24 -3.68

YTD Change 0.38 -3.18 50.89 -176.53

Source: UBS calculations, various websites, Bloomberg

Precious Metals ETF Update: Gold ETF holdings decreased marginally by 0.03moz due to outflows from UK based funds
(24.41koz) and US based funds (1.73koz). Total gold ETF holdings are down by 0.01moz month-to-date but up by 0.38moz
year-to-date. Silver ETF holdings increased by 1.48moz due to inflows into US based funds (1478.84koz). Total silver ETF
holdings are up 2.26moz in March but down by 3.18moz year-to-date. Platinum ETF holdings saw a minor 0.01koz decline.
Total platinum ETF holdings are down by 1.24koz month-to-date yet up by 50.89koz year-to-date. Palladium ETF holdings
decreased by 0.11koz due to outflows from UK based funds. Total palladium ETF holdings are down by 3.68koz in March
and by 176.53koz year-to-date.
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Figure 7: Gold ETF holdings, moz
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Figure 9: Platinum ETF holdings, koz
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Figure 8: Silver ETF holdings, moz
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Figure 10: Palladium ETF holdings, koz
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Figure 11: Precious Metal: Silver exhibits consolidation near support zone
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This report has been prepared by UBS Limited. Shishir Sameer, Purushottam Pande, Debika Pall and Praveen Kumar Nuka,
our research support professionals, contributed to this report.
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This report has been prepared by UBS Limited, an affiliate of UBS AG. UBS AG, its subsidiaries, branches and affiliates are
referred to herein as UBS.

For information on the ways in which UBS manages conflicts and maintains independence of its research product; historical
performance information; and certain additional disclosures concerning UBS research recommendations, please visit
www.ubs.com/disclosures. The figures contained in performance charts refer to the past; past performance is not a reliable
indicator of future results. Additional information will be made available upon request. UBS Securities Co. Limited is licensed
to conduct securities investment consultancy businesses by the China Securities Regulatory Commission. UBS acts or may act
as principal in the debt securities (or in related derivatives) that may be the subject of this report. This recommendation was
finalized on: 05 March 2018 08:44 AM GMT. UBS has designated certain Research department members as Derivatives
Research Analysts where those department members publish research principally on the analysis of the price or market for a
derivative, and provide information reasonably sufficient upon which to base a decision to enter into a derivatives
transaction. Where Derivatives Research Analysts co-author research reports with Equity Research Analysts or Economists,
the Derivatives Research Analyst is responsible for the derivatives investment views, forecasts, and/or recommendations.

Analyst Certification:Each research analyst primarily responsible for the content of this research report, in whole or in part,
certifies that with respect to each security or issuer that the analyst covered in this report: (1) all of the views expressed
accurately reflect his or her personal views about those securities or issuers and were prepared in an independent manner,
including with respect to UBS, and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to
the specific recommendations or views expressed by that research analyst in the research report.

Unless otherwise indicated, please refer to the Valuation and Risk sections within the body of this report. For a complete set
of disclosure statements associated with the companies discussed in this report, including information on valuation and risk,
please contact UBS Securities LLC, 1285 Avenue of Americas, New York, NY 10019, USA, Attention: Investment Research.
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Global Disclaimer

This document has been prepared by UBS Limited, an affiliate of UBS AG. UBS AG, its subsidiaries, branches and affiliates are referred to herein as UBS.

Global Research is provided to our clients through UBS Neo, in certain instances, UBS.com and any other system, or distribution method specifically identified in one or
more communications distributed through UBS Neo or UBS.com as an approved means for distributing Global Research (each a "System"). It may also be made available
through third party vendors and distributed by UBS and/or third parties via e-mail or alternative electronic means. The level and types of services provided by Global
Research to a client may vary depending upon various factors such as a client's individual preferences as to the frequency and manner of receiving communications, a
client's risk profile and investment focus and perspective (e.g., market wide, sector specific, long-term, short-term, etc.), the size and scope of the overall client
relationship with UBS and legal and regulatory constraints.

All Global Research is available on UBS Neo. Please contact your UBS sales representative if you wish to discuss your access to UBS Neo.

When you receive Global Research through a System, your access and/or use of such Global Research is subject to this Global Research Disclaimer and to the terms of
use governing the applicable System.

When you receive Global Research via a third party vendor, e-mail or other electronic means, you agree that use shall be subject to this Global Research Disclaimer,
where applicable the UBS Investment Bank terms of business (https:/Avww.ubs.com/global/en/investment-bank/regulatory.html) and to UBS's Terms of Use/Disclaimer
(http:/Awww.ubs.com/global/en/legalinfo2/disclaimer.html). In addition, you consent to UBS processing your personal data and using cookies in accordance with our
Privacy ~ Statement  (http:/www.ubs.com/global/en/legalinfo2/privacy.html) and  cookie  notice  (http://www.ubs.com/global/en/homepage/cookies/cookie-
management.html).

If you receive Global Research, whether through a System or by any other means, you agree that you shall not copy, revise, amend, create a derivative
work, provide to any third party, or in any way commercially exploit any UBS research provided via Global Research or otherwise, and that you shall not
extract data from any research or estimates provided to you via Global Research or otherwise, without the prior written consent of UBS.

This document is for distribution only as may be permitted by law. It is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or
resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or
would subject UBS to any registration or licensing requirement within such jurisdiction.

This document is a general communication and is educational in nature; it is not an advertisement nor is it a solicitation or an offer to buy or sell any financial
instruments or to participate in any particular trading strategy. Nothing in this document constitutes a representation that any investment strategy or recommendation is
suitable or appropriate to an investor’s individual circumstances or otherwise constitutes a personal recommendation. By providing this document, none of UBS or its
representatives has any responsibility or authority to provide or have provided investment advice in a fiduciary capacity or otherwise. Investments involve risks, and
investors should exercise prudence and their own judgment in making their investment decisions. None of UBS or its representatives is suggesting that the recipient or
any other person take a specific course of action or any action at all. By receiving this document, the recipient acknowledges and agrees with the intended purpose
described above and further disclaims any expectation or belief that the information constitutes investment advice to the recipient or otherwise purports to meet the
investment objectives of the recipient. The financial instruments described in the document may not be eligible for sale in all jurisdictions or to certain categories of
investors. Options, derivative products and futures are not suitable for all investors, and trading in these instruments is considered risky. Mortgage and asset-backed
securities may involve a high degree of risk and may be highly volatile in response to fluctuations in interest rates or other market conditions. Foreign currency rates of
exchange may adversely affect the value, price or income of any security or related instrument referred to in the document. For investment advice, trade execution or
other enquiries, clients should contact their local sales representative.

The value of any investment or income may go down as well as up, and investors may not get back the full (or any) amount invested. Past performance is not necessarily
a guide to future performance. Neither UBS nor any of its directors, employees or agents accepts any liability for any loss (including investment loss) or damage arising
out of the use of all or any of the Information.

Prior to making any investment or financial decisions, any recipient of this document or the information should seek individualized advice from his or her personal
financial, legal, tax and other professional advisors that takes into account all the particular facts and circumstances of his or her investment objectives.

Any prices stated in this document are for information purposes only and do not represent valuations for individual securities or other financial instruments. There is no
representation that any transaction can or could have been effected at those prices, and any prices do not necessarily reflect UBS's internal books and records or
theoretical model-based valuations and may be based on certain assumptions. Different assumptions by UBS or any other source may yield substantially different results.

No representation or warranty, either expressed or implied, is provided in relation to the accuracy, completeness or reliability of the information contained in any
materials to which this document relates (the "Information”), except with respect to Information concerning UBS. The Information is not intended to be a complete
statement or summary of the securities, markets or developments referred to in the document. UBS does not undertake to update or keep current the Information. Any
opinions expressed in this document may change without notice and may differ or be contrary to opinions expressed by other business areas or groups, personnel or
other representative of UBS. Any statements contained in this report attributed to a third party represent UBS's interpretation of the data, information and/or opinions
provided by that third party either publicly or through a subscription service, and such use and interpretation have not been reviewed by the third party. In no
circumstances may this document or any of the Information (including any forecast, value, index or other calculated amount ("Values")) be used for any of the following
purposes:

(i) valuation or accounting purposes;
(ii) to determine the amounts due or payable, the price or the value of any financial instrument or financial contract; or

(iii) to measure the performance of any financial instrument including, without limitation, for the purpose of tracking the return or performance of any Value or of
defining the asset allocation of portfolio or of computing performance fees.

By receiving this document and the Information you will be deemed to represent and warrant to UBS that you will not use this document or any of the Information for
any of the above purposes or otherwise rely upon this document or any of the Information.

UBS has policies and procedures, which include, without limitation, independence policies and permanent information barriers, that are intended, and upon which UBS
relies, to manage potential conflicts of interest and control the flow of information within divisions of UBS and among its subsidiaries, branches and affiliates. For further
information on the ways in which UBS manages conflicts and maintains independence of its research products, historical performance information and certain additional
disclosures concerning UBS research recommendations, please visit www.ubs.com/disclosures.

Research will initiate, update and cease coverage solely at the discretion of UBS Research Management, which will also have sole discretion on the timing and frequency
of any published research product. The analysis contained in this document is based on numerous assumptions. All material information in relation to published research
reports, such as valuation methodology, risk statements, underlying assumptions (including sensitivity analysis of those assumptions), ratings history etc. as required by
the Market Abuse Regulation, can be found on UBS Neo. Different assumptions could result in materially different results.

The analyst(s) responsible for the preparation of this document may interact with trading desk personnel, sales personnel and other parties for the purpose of gathering,
applying and interpreting market information. UBS relies on information barriers to control the flow of information contained in one or more areas within UBS into other
areas, units, groups or affiliates of UBS. The compensation of the analyst who prepared this document is determined exclusively by research management and senior
management (not including investment banking). Analyst compensation is not based on investment banking revenues; however, compensation may relate to the
revenues of UBS and/or its divisions as a whole, of which investment banking, sales and trading are a part, and UBS's subsidiaries, branches and affiliates as a whole.

For financial instruments admitted to trading on an EU regulated market: UBS AG, its affiliates or subsidiaries (excluding UBS Securities LLC) acts as a market maker or
liquidity provider (in accordance with the interpretation of these terms in the UK) in the financial instruments of the issuer save that where the activity of liquidity
provider is carried out in accordance with the definition given to it by the laws and regulations of any other EU jurisdictions, such information is separately disclosed in
this document. For financial instruments admitted to trading on a non-EU regulated market: UBS may act as a market maker save that where this activity is carried out in
the US in accordance with the definition given to it by the relevant laws and regulations, such activity will be specifically disclosed in this document. UBS may have issued
a warrant the value of which is based on one or more of the financial instruments referred to in the document. UBS and its affiliates and employees may have long or
short positions, trade as principal and buy and sell in instruments or derivatives identified herein; such transactions or positions may be inconsistent with the opinions
expressed in this document.
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586 481 and holder of Australian Financial Services License No. 231098). This Document contains general information and/or general advice only and does not
constitute personal financial product advice. As such, the Information in this document has been prepared without taking into account any investor’s objectives, financial
situation or needs, and investors should, before acting on the Information, consider the appropriateness of the Information, having regard to their objectives, financial
situation and needs. If the Information contained in this document relates to the acquisition, or potential acquisition of a particular financial product by a ‘Retail’ client as
defined by section 761G of the Corporations Act 2001 where a Product Disclosure Statement would be required, the retail client should obtain and consider the Product
Disclosure Statement relating to the product before making any decision about whether to acquire the product. The UBS Securities Australia Limited Financial Services
Guide is available at: www.ubs.com/ecs-research-fsg. New Zealand: Distributed by UBS New Zealand Ltd. UBS New Zealand Ltd is not a registered bank in New
Zealand. You are being provided with this UBS publication or material because you have indicated to UBS that you are a “wholesale client” within the meaning of
section 5C of the Financial Advisers Act 2008 of New Zealand (Permitted Client). This publication or material is not intended for clients who are not Permitted Clients
(non-permitted Clients). If you are a non-permitted Client you must not rely on this publication or material. If despite this warning you nevertheless rely on this
publication or material, you hereby (i) acknowledge that you may not rely on the content of this publication or material and that any recommendations or opinions in
such this publication or material are not made or provided to you, and (ii) to the maximum extent permitted by law (a) indemnify UBS and its associates or related
entities (and their respective Directors, officers, agents and Advisors) (each a ‘Relevant Person’) for any loss, damage, liability or claim any of them may incur or suffer as
a result of, or in connection with, your unauthorised reliance on this publication or material and (b) waive any rights or remedies you may have against any Relevant
Person for (or in respect of) any loss, damage, liability or claim you may incur or suffer as a result of, or in connection with, your unauthorised reliance on this publication
or material. Korea: Distributed in Korea by UBS Securities Pte. Ltd., Seoul Branch. This document may have been edited or contributed to from time to time by affiliates
of UBS Securities Pte. Ltd., Seoul Branch. This material is intended for professional/institutional clients only and not for distribution to any retail clients. Malaysia: This
material is authorized to be distributed in Malaysia by UBS Securities Malaysia Sdn. Bhd (Capital Markets Services License No.: CMSL/A0063/2007). This material is
intended for professional/institutional clients only and not for distribution to any retail clients. India: Distributed by UBS Securities India Private Ltd. (Corporate Identity
Number U67120MH1996PTC097299) 2/F, 2 North Avenue, Maker Maxity, Bandra Kurla Complex, Bandra (East), Mumbai (India) 400051. Phone: +912261556000. It
provides brokerage services bearing SEBI Registration Numbers: NSE (Capital Market Segment): INB230951431, NSE (F&O Segment) INF230951431, NSE (Currency
Derivatives Segment) INE230951431, BSE (Capital Market Segment) INB0O10951437; merchant banking services bearing SEBI Registration Number: INM0O00010809 and
Research Analyst services bearing SEBI Registration Number: INHO00001204. UBS AG, its affiliates or subsidiaries may have debt holdings or positions in the subject
Indian company/companies. Within the past 12 months, UBS AG, its affiliates or subsidiaries may have received compensation for non-investment banking securities-
related services and/or non-securities services from the subject Indian company/companies. The subject company/companies may have been a client/clients of UBS AG, its
affiliates or subsidiaries during the 12 months preceding the date of distribution of the research report with respect to investment banking and/or non-investment
banking securities-related services and/or non-securities services. With regard to information on associates, please refer to the Annual Report at:
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http://www.ubs.com/disclosures
http://www.ubs.com/ecs-research-fsg

http://www.ubs.com/global/en/about ubs/investor relations/annualreporting.htmlTaiwan: Distributed by UBS Securities Pte. Ltd., Taipei Branch which is regulated by
the Taiwan Securities and Futures Bureau.

The disclosures contained in research documents produced by UBS Limited shall be governed by and construed in accordance with English law.

UBS specifically prohibits the redistribution of this document in whole or in part without the written permission of UBS and in any event UBS accepts no liability
whatsoever for any redistribution of this document or its contents or the actions of third parties in this respect. Images may depict objects or elements that are protected
by third party copyright, trademarks and other intellectual property rights. © UBS 2018. The key symbol and UBS are among the registered and unregistered trademarks
of UBS. All rights reserved.
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