CAN BURKINA FASO AFFECT THE PRICE OF GOLD?

We focus on a news item from last August 19, which went slightly under the radar given the summer
period, but which we believe to be of significant importance in terms of analysis and prospective evaluation
for gold and other precious metals.

The news concerns the new measures adopted by Burkina Faso regarding gold production, including the
suspension of exports and other related policies.

Since it is a significant producer in a geographical area that is the world's largest producer in terms of size,
we believe that the news is significant and deserves to be evaluated.

The president of Burkina Faso has introduced a series of measures regarding the production and export of
gold, with the aim of anchoring the currency to the gold owned (effectively a return to the so-called "Gold
Standard"), strengthening the GDP and improving control over mineral resources and internal security.
Above all, if the link between the currency and the gold held seems very ambitious, in the past in some
cases comparable fiscal policy initiatives have proven effective in controlling inflation and the stability of
various macroeconomic variables.

In short, the government has suspended exports of gold produced by artisanal and semi-mechanized
operations.

At the moment, free export is left only to large foreign groups and domestic concessions. Artisanal and
semi-mechanized activities, which account for over 50% of Burkina Faso's annual gold production, are often
managed by paramilitary groups opposed to the government (sometimes actual armed gangs) that often
use child labor and workers in conditions of submission and put at risk the internal security of many
countries in the central part of the African continent.

In addition, Burkina Faso has started the construction of its first gold refinery, which is expected to be
operational by the end of 2024. This initiative is intended to ensure that more of the added value remains
within the country, rather than being transferred abroad. It is essentially about internalizing high-margin
activities that are currently outsourced.



Why do we think Burkina Faso's initiative is relevant?

Gold Mine Preduction (tonnes)
Source: Me@lz Focus Gold Focus 2024
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As we can see from the table describing annual global gold production by country and geographical area,
Burkina Faso currently produces around 2.7% of the global total, just behind South Africa. It is therefore a
significant producer, within a geographical area such as Africa (of which Burkina is the fourth largest

producer), which produces over 27.5% of the total global production.



Above all, and this is probably the most relevant aspect in terms of perspective, if the initiative is
successful, other countries in the area could take the same path which in fact has numerous specific
objectives:

¢ Increase GDP by internalizing high-margin activities;

¢ Increase internal security and government stability;

e Stabilize currency and inflation;

¢ Increase sustainability, credibility and political weight at an international level;

¢ Reduce dependence on foreign mining companies.

In short, with the due differences, Burkina Faso is repeating what Iran and other Middle Eastern countries
did between 1960 and 1990 for the production of hydrocarbons which before then was completely in the
hands of foreign governments.

What effects could this initiative and other similar initiatives have?

For about 40-45% of Burkina Faso's production, or just over 1% of global production, essentially little
changes because although refining must be done domestically, it is gold that after the payment of the due
royalties (which have been increased anyway) is owned by foreign concessionaires who can freely export
and sell it.

The remaining part of the production, on the contrary, could also be retained entirely within Burkina Faso,
thus reducing the availability of physical gold.

At the moment, a reduction of just over 1% of the physical gold currently available is foreseeable within a
few years (initiatives take time to be implemented) but the overall percentage could significantly increase,
if other countries were to follow in Burkina Faso's footsteps.

In conclusion, the Burkina Faso initiative, in our opinion, confirms and strengthens a long-term positive
trend that gold could continue to have in the medium-long term, given the current geopolitical context.



