RFC The Alchemist

Issue 13 6 June 2006

O Global Gold Production - Price vs Cost
Gold
In this edition of the Alchemist we provide a brief update on the cash costs reported by global
gold producers for the year ended 31 December 2005. We assess the impact on producer
! margins given the corresponding appreciation of the US$ gold price.

US$ Cash Costs
Lead
In order to create the cash cost curve for gold producers, RFC has compiled cost & production
data from 121 gold mining operations, representing more than 42Moz of 2005 gold production
Q (approximately 53% of global production). The figure below presents the $US/oz cash costs
reported from these operations.
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Note:  Data has been sourced from publicly reported information released by producers listed on developed stock
Zinc exchanges and plots the performance of mining operations rather than individual mines. For simplicity we
have assumed consistency of reporting amongst producers and have not adjusted the reported cash costs to
) reflect the inclusion or exclusion of by product credits, royalties or other expense items.
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The weighted average cash cost for the Y/E December 2005 of US$265/0z represents only a minor increase of
US$3/0z (1%) over the figure reported for the Y/E June 2005 and an increase of US$24/0z (10%) over the figure
reported for the Y/E December 2004. During the same periods the average US$ gold price increased by US$21/o0z
(5%) and US$34/0z (8%) respectively, leading to higher average cash margins (in absolute US$ terms).

Given the further rises in gold, silver and copper prices during 2006, we expect that average margins over the June
2006 year to date would have further increased. The higher prices and healthy margins are improving the
economics of higher cost undeveloped projects and it will be interesting to see the longer term average cash costs
as some of these projects are brought into production.

Although the average cash cost increase was quite modest given the global cost rises for many key mining inputs
(fuel, consumables and in many regions, labour), it is worth noting that producers who report their cash costs net of

by product credits have benefited from increasing prices for by-products (such as silver and copper) over the Y/E
December 2005. The strength of silver and copper prices since December 2005 would only add to such benefits.

Results by Continent

Broken down by continent, the data can be summarised as follows:'

South North
America America Asia Australasia Africa
Weighted Ave Cash Cost (Y/E Dec 05, $155 $259 $236 $268 $333
Change Absolute (from Y/E Jun 05) $9 $15 $13 -$1 -$2
Change % (from Y/E Jun 05) 6.4% 6.0% 5.9% -0.3% -0.6%

It is interesting to note that the continent with the lowest average cost operations (South America) had the largest
average cash cost increases in percentage terms (vice versa for Africa). Currency fluctuations go some way to
account for the North American increase and African decrease in US$ cash costs, with the Canadian Dollar and
South African Rand averages (in US$ terms) for the Y/E December 2005 being 3.0% stronger and 2.4% weaker
(respectively) than the Y/E June 2005 average. However, the Australian dollar was on average 1.0% stronger and
the Peruvian Nuevo Sol average was relatively unchanged.

The recent strength of the Canadian Dollar and, second half of May excluded, the South African Rand is expected to
add to US$ cost pressures of operations in those countries, partly reducing the net benefits of the recent strength in
the gold price.

Effect on Market Performance

The higher cash margins have clearly been a key contributor to the strong performance of gold stocks over the Y/E
December 2005 (especially since June 2005). This contrasts with the relatively lacklustre performance of gold
stocks over the year ended June 2005, when (as noted in the The Alchemist’s September 2005 issue) average profit
margins were falling despite a rising gold price.

However, as always, seeking exposure to an appreciating gold price via equity in gold producers needs to be
carefully considered in view of the cost structure faced by the chosen producer(s). Given the above data broken
down by continent, it is not surprising to see that the African and Australian gold indexes fared significantly better
than North American gold indexes over the Y/E December 2005 (especially since June 2005) and beyond.?

' Note this table excludes European production for which there was insufficient data to be representative. Asian data is not
commented on in the following text because there is no single currency which is representative of a significant portion of
reported production (and there is limited public data available on much of the Chinese and Russian production).

2 Although the equity indices over the page are representative of the performance of producers by exchange listing rather than
location of operations, there is obviously a tendency for the ASX listed gold miners to have operations in Australasia (and Africa
to a lesser extent), JSE listed entities to have operations in Africa, and North American listed entities to have operations in North
and/or South America.
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Gold Mining Indexes & US$ Gold
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DISCLAIMER

RFC Management Pty Ltd (“RFC”) has prepared this note to provide general commentary and analysis to professional and sophisticated investors on resource
companies, securities and markets. No part of this report is to be construed as a solicitation, offer or invitation to buy or sell any security and should not be relied
upon in connection with any contract or commitment whatsoever. RFC prepared this report without taking into account the objectives, financial situation or needs of
any person. Before making an investment decision or otherwise acting on the basis of this report you should consult with a professional investment adviser to consider
the appropriateness of the advice, having regard to your objectives, financial situation and/or needs. This report is based on publicly available information. Although
the information contained in this report has been obtained from sources believed to be reliable and accurate, its accuracy, reliability or completeness has not been
verified by RFC and is not guaranteed. Opinions, conclusions, assumptions, estimates, reflections, forward looking statements and forecasts referred to in this report
are those of RFC alone and not those of the companies referred to in this report and these companies do not endorse this report. Opinions expressed reflect RFC's
judgement at the date of this report and may change without notice. Forecasts of commodity prices, interest rates, exchange rates and economic growth are subject to
significant change. No representation or assurance is given that any prediction, projection or forecast contained in this report will be achieved. RFC and its related
bodies corporate or any of their associates, officers or employees may have interests in securities referred to in this report and may hold directorships in or provide
corporate finance or other services to the companies referred to in this report. Further, they may buy or sell securities of the companies referred to in this report as
principal or agent, and as such may effect transactions which are not consistent with any opinions contained in this report. Use of the information in this report is at
your own risk. RFC is not responsible for any adverse consequences arising out of the use of this report. To the extent permitted by law, RFC accepts no responsibility
for damages or loss relating in any way to any errors or omissions in any information or opinions provided in this report, whether arising from negligence or otherwise
from the use of or reliance on this report. This report is intended to be, and is only, published and distributed to professional and sophisticated investors in Australia
and is not to be read or relied upon by any person situated outside of Australia. RFC Management Pty Ltd is the holder of AFSL 225353.
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