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Market Review - Resources 

Against a turbulent backdrop of 2023, the first quarter of 2024 can be described as a 

somewhat more “settled context” from a macroeconomic perspective. Higher, but 

importantly stable, interest rates continued to be absorbed around the globe, while 

inflation has continued to subside against high base effects year on year.  

However, the inflation picture varies across countries and sectors. Manufacturing 

economies have seen input and output cost inflation normalize at a faster pace than 

service sectors in Europe and the US.  

On balance, while the evolution of the US economy remains a key call this year and 

broad-based geopolitical risks remain extremely elevated and pose a potential unwanted 

wildcard, we continue to see evidence of the global economy slowly turning a corner to 

a more positive economic growth trajectory. With expected interest rate cuts across 

developed markets later this year, the necessary building blocks of a potential recovery 

continue to unfold slowly, in our view.  

This shift to interest rate cuts will not only affect bonds, currencies, and equities but will 

also provide further support for sustained demand recovery and alleviate pressure on 

mining company margins squeezed by inflation and interest rate pressures. However, 

this transition is not expected to be swift due to variations in inflationary pressures 

globally. The adverse effects of inflation on demand have been most pronounced in 

economies heavily reliant on elevated energy prices and with a significant portion of 

construction activity and household wealth tied to the housing sector. Interestingly, in 

China, where deflationary pressures have been more apparent than inflationary 

pressures, the global cessation of the rate tightening cycle will enable further relaxation 

of monetary conditions and expand the policy toolkit for monetary, if not fiscal, stimulus. 

This will aid in further bolstering domestic demand recovery while mitigating the negative 

impact of the residential housing market downturn on broader growth performance. 

Demand improvements are expected to be the main driver of metal prices in 2024, but 

there are significant upside and downside risks due to continued disruptions across the 

industry. The ongoing supply squeeze, attributed to a lack of investment, could further 

skew the risk/reward for most metals to the upside. Suspension of production at certain 

mines and supply additions from others have varied impacts on different metals, leading 

to fluctuations in market dynamics. Despite some investment in mine extensions and 

asset refurbishments, sector capital expenditure remains below the peak seen in 2012. 

Further investment may be necessary to increase aggregate capacity across the sector 

and alleviate supply constraints. 

We anticipate that commodities with cyclical exposure will continue to perform well in 

the short term. This expectation is supported by investor demand, driven by a broader 

risk-on sentiment, prospects for policy easing, and signs of stabilization in US 

manufacturing indicators. Additionally, there are several supply concerns as well as 

logistical disruption risks, along with generally low inventory levels, particularly in oil and 

copper. Bullish momentum from stronger-than-expected demand, especially in the 
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oil market, further contributes to this outlook. However, we do not foresee a runaway commodity bull market for 2024. While easing 

monetary policy is likely to provide some bullish support for commodities, it is expected to be offset by headwinds such as sharply 

rising debt service burdens, potential recessionary conditions in mature economies, and only moderate policy easing in China amid 

weaknesses in its private and housing sectors. 

Looking ahead to the medium term, we maintain the view that there is a continued need for additional supply, both new and 

replacement, across various sectors in the Resources industry. Following a multi-year period of capital discipline by the miners and 

further exacerbated by factors such as COVID-19, the Ukraine conflict, and global inflationary pressures, we foresee the necessity for 

higher-cost production to enter the supply chain as the decade progresses. The anticipated secular trend of certain industry cost 

curves steepening, possibly accentuated by factors like resource nationalism, supply chain diversification, localization, carbon pricing, 

and other aspects of "greenflation", is likely to favour disciplined and sustainable owner-operators with high-quality assets featuring 

efficient capital options.  

Market Review - Gold 

The gold price was strong during the quarter, rising c. 5% QoQ and reaching a new all-time high in March, driven by 1) strong physical 

and central bank demand, 2) rising geopolitical and political risks, and 3) a more dovish tone set by the FED and other central banks. 

The gold price experienced high volatility during the quarter, broadly showing an asymmetrical negative relationship with movements 

in real rates and the dollar, rallying toward quarter end after a weak more muted January. 

Strong central bank buying continued against a high base, led by China, Turkey, India and Kazakhstan. Chinese physical jewellery 

and investment demand also continued to be robust, given the lack of other compelling investment options in China. This has been 

amplified by resilience in other emerging markets such as India where economic activity has remained strong. Net speculative investor 

positioning as well as money managers’ net positions declined in January but recovered towards quarter end, close to 12-month 

highs. The key disappointment has remained ETF flows, registering net outflows for a 10th consecutive month.  

During the quarter gold equities tended to lag bullion’s strength, driven by 2024 guidance misses due to continued high cost inflation 

and production growth slowing as assets mature, with inclement weather or abnormal rainfall already chipping away at fresh guidance. 

Despite the sector's overall lag, there has been a notable split among companies: those that surpassed expectations or stayed 

consistent with guidance received positive attention, while a few companies faced significant challenges due to idiosyncratic risks. 

Post quarter end, gold rallied to new highs in spite of higher-than-expected US CPI and strong US employment, which has pushed 

out market expectations on the timing of FED rate cuts. The price movement caught many off guard, given the breakdown of 

longstanding traditional relationships, but can best be explained by an increase in uncertainty fuelling safe haven demand. 

We foresee the gold price maintaining support over the near term as the Federal Reserve nears a potential pivot in the rates cycle, 

leading to a decrease in real rates and possibly a weakening of the US dollar. Ongoing conflicts, geopolitical risks, upcoming elections, 

and economic stress in certain sectors of the US economy are anticipated to sustain safe haven demand for gold. However, key 

downside risks to the gold price include a decline in safe haven demand, reduced physical demand due to higher prices, or further 

delays in expectations for rate cuts. 
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Current Fund positioning 

Given our positive outlook on gold and gold equities, we continued to adopt a slow, deliberate and balanced approach in making 

significant changes to the 'gold only' portfolio acquired on December 1, 2023. As of this review, the Fund's allocation stands at 87% 

in 'Precious Metals,' 9% in 'Other Resources,' and 4% in Cash. Our strategic goal is to achieve a more equitable distribution, aiming 

for a 50%-50% split between 'Precious Metals' and 'Other Resources' in the medium term. This plan involves strategically repositioning 

the portfolio towards commodities offering compelling long-term upside. 

Annualised Performance* 

  QTD YTD 1 Year 3 Year 5 Year 

B GBP Inc -0.4 -0.4 -10.5 -1.1 4.4 

S&P/TSX Global Gold $ 1.1 1.1 -5.6 3.4 10.7 

Discrete Performance 

12 months to Mar 24 Mar 23 Mar 22 Mar 21 Mar 20 

B GBP Inc -10.5 -13.1 24.3 20.6 6.3 

S&P/TSX Global Gold $ -5.6 -11.0 31.6 25.1 20.1 

Past performance is not an indicator of future performance. *Performance beyond one year is annualized. 

Source: Morningstar as at 31 March 2024. NAV to NAV figures are used. Net of charges, assumes net income reinvested.  
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Important Information 

 

The Fund invests in shares of gold mining and precious metals companies. The price of gold or other natural resources may be subject to 

unexpected and substantial fluctuations, this may lead to significant declines in the values of any companies developing these resources in 

which the Fund invests and significantly impact the Net Asset Value of the Fund. The Fund has holdings which are denominated in currencies 

other than sterling and may be affected by movements in exchange rates. Consequently the value of an investment may rise or fall in line with 

the exchange rates. 

The value of this portfolio is subject to fluctuation and past performance is not necessarily a guide to future performance. The performance is 

calculated for the portfolio and the actual individual investor performance will differ as a result of initial fees, the actual investment date, the 

date of reinvestment and dividend withholding tax. All terms exclude costs. Fluctuations or movements in exchange rates may cause the value 

of underlying investments to go up or down. Do remember that the value of participatory interests or the investment and the income 

generated from them may go down as well as up and is not guaranteed, therefore, you may not get back the amount originally invested and 

potentially risk total loss of capital. Therefore, the Manager does not provide any guarantee either with respect to the capital or the return of a 

portfolio. The Manager has the right to close any Portfolios to new investors to manage them more efficiently in accordance with their 

mandates. Collective Investment Schemes (CIS) are generally medium to long term investments. A schedule of fees and charges and maximum 

commissions is available on request free of charge from the Authorised Corporate Director, the Investment Manager or at www.sanlam.co.uk. 

This document is marketing material. Issued and approved by Sanlam Investments which is authorised and regulated by the Financial Conduct 

Authority. Sanlam Investments is the trading name for Sanlam Investments UK Limited (FRN 459237), having its registered office at 27 

Clements Lane, London, EC4N 7AE, United Kingdom. The UCITS Management Company has the right to terminate the arrangements made for 

the marketing of funds in accordance with the UCITS Directive. 

The Fund is managed by Evelyn Partners Fund Solutions Limited, registered in England at 45 Gresham Street, London EC2V 7BG, which is 

authorised and regulated by the Financial Conduct Authority (No. 1934644), as a UCITS Fund Manager and Alternative Investment Fund 

Manager. Evelyn Partners Fund Solutions Limited has appointed Sanlam Investments UK Ltd as Investment Manager to this Fund. 

This document is provided to give an indication of the investment and does not constitute an offer/invitation to sell or buy any securities in any 

fund managed by us nor a solicitation to purchase securities in any company or investment product. It does not form part of any contract for 

the sale or purchase of any investment. The information contained in this document is for guidance only and does not constitute financial 

advice. 

The Fund price is calculated on a net asset value basis, which is the total value of all assets in the portfolio including any income and expense 

accruals. Trail commission and incentives may be paid and are for the account of the manager. Performance figures quoted are from Sanlam 

and are shown net of fees. Performance figures for periods longer than 12 months are annualized. NAV to NAV figures are used. Calculations 

are based on a lump sum investment. 

Please note that all Sanlam Funds carry some degree of risks which may have an adverse effect on the future value of your investment. Any 

offering is made only pursuant to the relevant offering document, together with the current financial statements of the relevant fund, and the 

relevant subscription/application forms, all of which must be read in their entirety together with the Fund's prospectus and the KIID. All these 

documents explain different types of specific risks associated with the investment portfolio of each of our products and are available free of 

charge from the Manager or at www.sanlam.co.uk. No offer to purchase securities will be made or accepted prior to receipt by the offeree of 

these documents, and the completion of all appropriate documentation. Use or rely on this information at your own risk. Independent 

professional financial advice should always be sought before making an investment decision as not all investments are suitable for all investors. 
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This document contains information intended only for the person to whom it is addressed or presented (Investment Professionals, defined as 

Eligible Counterparties or Professional Clients), and is intended for evaluation purposes, with no licence to use the content or materials within. 

It must not be distributed to general public, or relied upon by Retail Investors. 

The opinions are those of the author at the time of publication and are subject to change, without notice, at any time due to changes in market 

or economic conditions. Whilst care has been taken in compiling the content of this document, neither Sanlam nor any other person makes any 

guarantee, representation or warranty, express or implied as to its accuracy, completeness or fairness of the information and opinions 

contained in this document, which has been prepared in good faith, and to the fullest extent permissible under UK law. Some parts/sections of 

this document may been compiled from external sources. Whilst these sources are believed to be reliable, the information has not been 

independently verified and is subject to material amendment, revision and updating, therefore no representation is made as to its accuracy or 

completeness. No reliance may be placed for any purpose whatsoever on the information, representations or opinions contained in this 

document nor shall it or any part of it form the basis of or act as an inducement to enter into any contract for any securities, and to the fullest 

extent permissible under UK law no liability is accepted or any such information, representations or opinions. The comments should not be 

construed as a recommendation of individual holdings or market sectors, but as an illustration of broader themes. 

Statements in this document that reflect projections or expectations of future financial or economic performance of a strategy, or of markets 

in general, and statements of any Sanlam strategies’ plans and objectives for future operations are forward-looking statements. Actual results 

or events may differ materially from those projected, estimated, assumed or anticipated in any such forward-looking statement. Important 

factors that could result in such differences, in addition to the other factors noted with forward-looking statements, include general economic 

conditions such as inflation, recession and interest rates, political or business conditions or in the tax or regulatory framework in the UK or 

other relevant jurisdictions, any of which could cause actual results to vary materially from the future results implied in such forward-looking 

statements. No assurance can be given as to the future results that will be achieved. All of the information herein should be treated as 

confidential material with no less care than that afforded to the addressee's own confidential material of the most sensitive nature. 

Sanlam funds mentioned in this document are only available for sale in certain jurisdictions. For the avoidance of doubt, this document is not 

intended to promote these Funds to any person in any jurisdiction where such promotion is not permitted under applicable laws and 

regulations. Potential investors should inform themselves of the applicable laws and regulations of the countries of their citizenship, residence 

or domicile and which might be relevant to any type of transaction in shares/units of our Funds. By accepting the terms of this disclaimer, you 

expressly acknowledge that you are, as the case may be, an investor who is legally or otherwise duly authorised to seek information about our 

Funds. 
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