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GALMARLEY LIMITED

TRADING AS BULLIONVAULT.COM
STRATEGIC REPORT FOR THE YEAR ENDED 31 OCTOBER 2019

The directors present their strategic report for the year ended 31 October 2019,

Principal activity

The principal activity of the company continued to be that of enabling its customers to buy and sell
high integrity physical gold, silver and platinum bullion, via the internet, and arranging the custody of
the bullion in professional vaults in London, New York, Singapore, Toronto and Zurich. The company
delivers its service through the BullionVault.com website.

Fair review of the business

2019 results

By the year end BullionVault had 76,720 users (2018: 72,141). In this, the fourteenth full year of
trading bullion, sales amounted to £301m (2018: £176m). The increase is substantially due to an
accounting technicality. Where we act as counterparty to a client's trade it increases our turnover by
the full trade consideration. Where we act as introducer - putting buyer and seller in touch via the
BullionVault order board - only our commission gets counted as turnover. Because of this even quite
dramatic changes to reported sales may have little or no impact on profits.

Profits before tax rose to £5.1m (2018; £2.8m).

Custody and fees revenue recovered from the previous year, up 10.8% (2018 down 3%). Interest
receipts were materially better (up 78.4%) owing to interest rates improving from near zero, although
the improvement tailed off quickly as the US started cutting rates again in June,

Costs remain well controlled and the company’s accounting policies remain cautious.

User comments about us on independent sites remain strongly positive, which is a credit particularly
to the quality of our personal style of customer service as well as to the exceptionally low prices at
which we offer bullion and storage. Our ranking on Trustpilot - the leader of the independent review
sites - remains 'Excellent’,

Gold

The gold price improved significantly during the year, up from £30,940/kg to £37,600. Reflecting our
modest (80 - 90kg) long term gold net inventory position this would have made a contribution to profits
of approximately £600,000.

As at 31 Oct 2019 we were looking after 38.6 tonnes of gold for clients (2018: 39.1 tonnes). The 1.3%
reduction in customer inventory reflects normal customer profit-taking during a year which saw a 22%
rise in the gold price. The net increase in gold stored for customers in value terms was therefore 20%.

Silver
In Sterling terms Silver prices rose 22.8%, after falling 10.7% the previous year.

As at 31 Oct 2019 we were looking after 812.6 tonnes (2018. 745.4 tonnes). Our silver business
continues to grow largely independent of what happens to the silver price. With both tonnage and
value rising our net increase in silver stored, in value terms, was 28% during the year.
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TRADING AS BULLIONVAULT.COM
STRATEGIC REPORT FOR THE YEAR ENDED 31 OCTOBER 2019

Platinum
Our platinum business continues to consolidate its progress. Having added it to the product set in
March 2017 we have quickly become a significant player in the market.

Physical platinum does not attract the same volume of investor interest as either silver or gold, but
according to Johnson Matthey our service's increase of approximately 300 kg accounted for 6.6% of
net global investment demand during the year. Although this was a similar quantity to last year the
6.6% represents a reduction in apparent market share (2018: 11.9%). We might well have lost some
market share, but a credible explanation is variability in the measured size of the market, which is
difficult to assess with confidence.

We again extend our warm thanks to the World Platinum Investment Council, who have been very
helpful in publicising the investment merits of platinum.

Headcount
During the year under review our staff headcount remained stable at 34.

Financial strength
The company again consolidated its finances with a small transfer to reserves, having distributed
most of the previous year's profits to shareholders, in line with the prevailing dividend policy.

The dividend of £5.70 returned about £2m to our shareholders in January 2019,

At the year-end we retained net shareholders' funds of £35.2 million (2018; £33.2m) which sum is
mostly held in immediately marketable bullion, or in cash held at call.

Since the balance sheet date shareholders’ funds will have been depleted by the January 2020
dividend payment, of just over £3m.

Reflecting increased 2019 profits the dividend was substantially increased to £9.00. With our ongoing
policy of distributing 75 to 80 per cent of profits to shareholders, coupled with results which are always
likely to be affected by world economic circumstances, the reality is that at some point dividends
should be expected to fall. Although the current year has started respectably well, it is likely that the
dividend payment will be reduced in January 2021,
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TRADING AS BULLIONVAULT.COM
STRATEGIC REPORT FOR THE YEAR ENDED 31 OCTOBER 2019

Current market position and trading

BullionVault is by a wide margin the leading supplier of main-market bullion to the UK retail customer
and is a significant player on the world stage. Notwithstanding some inevitable volatility we continue to
trade satisfactorily across all bullion products and all regions.

As we maintain our Balance sheet in Sterling we will ordinarily post higher profits when Sterling
depreciates because this tends to cause bullion and foreign currency inventory balances to be
revalued higher in Sterling terms. What was particularly pleasing about 2019 was that we posted
materially higher profits in a year in which Sterling strengthened - albeit not by much, climbing from
US$ 1.279 to US$1.294. This increase in profits reflects a good year both in terms of storage
revenues and in terms of commissions generated from the BullionVault.com website.

We continue to regard the future with a high degree of confidence. Trading in the first 3 months of the
current year is ahead of the same period in the year being reported, although it is somewhat behind
the rate of profit generation in the second half of our last financial year - which was unusually good.

So far, our business has not been materially affected by Brexit, though we remain sensitive to ongoing
developments.

The more significant backdrop is the ongoing low level of interest rates, which broadly helps us. A
sustained rise in interest rates would probably depress bullion investment activity unless it were
alongside an inflationary spike. As things stand, in our view, the likeliest scenario remains that we will
see occasional attempts at firming rates being swiftly reversed in the face of the smallest economic
headwind. To those who decide these things it seems that the world can run smoothly and painlessly
with interest rates at zero, more or less indefinitely. We believe this is a mindset which will be
beneficial to our customers and to our business in the long term.
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TRADING AS BULLIONVAULT.COM
STRATEGIC REPORT FOR THE YEAR ENDED 31 OCTOBER 2019

WhiskyInvestDirect
WhiskylnvestDirect, into which the company invested £2m in 2014, has experienced a mixed year.

While the underlying custody business at WID has remained sound and profitable, the rate of stock
acquisition levelled off, and then started to drift downwards from Q2. WID was still growing, but at a
decreasing rate.

This was disappointing and arose because whisky does not offer the almost limitless liquidity of gold.
Increasing global consumption figures for Scotch have had the effect of taking wholesale supply of
immature spirit off the market, which became a limiting factor on WID growth.

That said, it did of course mean prices were solid and our customers enjoyed good returns. Indeed,
the performance, coupled with the limited supply of new stock, meant that we were able to sell all the
stock we were able to acquire to existing, rather than new customers, which translated to a saving in
marketing costs,

During the year WID's board (on which | sit), agreed, at my suggestion, that it was appropriate to
change the accounting policy for recognition of income on the sale of whisky where WID owns the
cask in which the whisky is stored. The change is to adopt a more cautious approach in these
particular circumstances and profits have been restated on the new basis. This restatement has
reduced group profits by £171k in this year. This change will defer a portion of the sales price of the
whisky which will be released into turnover over the expected period that customers will have use of
those casks to store that particular whisky. This better matches the value of the use of the cask by the
customer for the period until return,

Unfortunately the James Eadie bottling and branding subsidiary continued to lose money, although it
remained ahead of the sales targets in its business plan. However, the James Eadie business does
not align well with WID's core competences and ambitions, and the decision was taken to sell the
business to its founder, Rupert Patrick. The transaction is expected to complete in early March 2020.

This transaction has necessitated some re-organisation and recruitment. WID has continued to make
a profit through all of this, but we must look upon 2019 as a year of relative stasis and re-organisation.
Accordingly Galmarley continues to keep the investment in WID in our own books at its historic cost
(of £2m). This approximates to the net value of tangible assets attributable to Galmarley shareholders
and is - | believe - a sensible statement of its current worth.

Results and dividends
An interim dividend of £5.70 per £1 ordinary share was paid during the year.

The company paid a further dividend of £9.00 per £1 ordinary share to holders of shares as at 27
January 2020,

Approved by the Board on /7 ..... L & Z() ....... and signed on its behalf by:

...............................

Director
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GALMARLEY LIMITED

TRADING AS BULLIONVAULT.COM
DIRECTORS' REPORT FOR THE YEAR ENDED 31 OCTOBER 2019

The directors present their report and the financial statements for the year ended 31 October 2019,

Directors of the company
The directors who held office during the year were as follows:

P G Tustain

T Levene

G Lockwood

R P Glynne
Financial risks

The company incurs certain risks in relation to financial transactions during the course of operating its
business.

Financial risk management and objectives

The key objective in using financial transactions is the maintenance of a float of bullion and currency
in order that the company's bullion trading computer programs have sufficient access to funds and
bullion to be able to trade and settle trades on the BullionVault order board, where the rules require
instantaneous settlement. This means any bullion sold on the order board by the company must
already belong to the company, and be released into the vault before being sold, and any money used
to bid for bullion must already be at the company's bank, and be capable of being immediately
credited to the seller in cleared funds.

So, more specifically, the objectives of our financial transactions are:-

1. To ensure an immediately available inventory of US Dollars, Euros, Yen and Pounds Sterling,
cleared in bank accounts, while not unduly exposing the company to currency risk.

2. To ensure an immediately available inventory of bullion vaulted in London, New York, Singapore,
Toronto and Zurich, while not unduly exposing the company to risks of dramatic bullion price
movements.
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Policies
To meet these objectives the company engages in two main styles of financial transaction giving rise
to material risk.

1. Gold, silver and platinum bullion trades. These are executed with reputable London bullion dealers.
The company currently has accounts with one bullion dealing bank and two commodities trading
houses. All are members of the London Bullion Market Association. The company buys bullion from
them usually for settlement within 24 or 48 hours and is required to pay before receipt of bullion, on
the day settiement is due. Making that payment prior to delivery exposes the company to a potential
counterparty default, which, while it is the main financial risk of dealing with them, is considered well
controlled and modest.

2, Trades giving rise to a long position in gold or a foreign currency. Given that the company has net
shareholders' funds amounting to approximately £35m this has to be held somehow. Leaving it all in
sterling (or hedging positions to create a uniquely sterling based risk profile) eliminates any risk of
nominal sterling profits or losses arising from rises or falls in the prices of currency and bullion.
However that policy would run the risk of a slide in sterling's value significantly impairing the
company's ability to buy bullion and FX. In order to mitigate to some degree the risk of such a slide in
sterling from impacting the business the company elects to maintain material positions in both bullion
and foreign currency. Currently these do not exceed 50% of shareholders' funds. Holding assets
which are not sterling gives rise to the possibility of both profits and losses, when, at the end of the
year, the holding is presented at its then market value.

There is no material risk regarding the spot and forward currency transactions which the company
also undertakes, as in these the amount owed (in one currency) is in value terms owing (in another
currency), and both amounts are open with the same counterparty and/or settle at the same time.

The company is not at material risk from customer default because customers can only purchase
bullion with cleared money already received by the company. Similarly customers can only sell bullion
already in the custody of the company.
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