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Disclaimer

1. Issued by Global Mining Investments Limited, ABN 31 107 772 467, (GMI) in conjunction with BlackRock Investment Management (UK) Limited 
(BlackRock), authorised and regulated by the Financial Services Authority.  Registered office: 33 King William Street, London, EC4R 9AS.  Tel: 020 
7743 3000.  Registered in England No. 2020394. 

2. Past performance is not a guide to future performance.  The value of investments and the income from them can fall as well as rise and is not 
guaranteed.  You may not get back the amount originally invested.  Changes in the rates of exchange between currencies may cause the value of 
investments to diminish or increase.  Fluctuation may be particularly marked in the case of a higher volatility fund and the value of an investment may 
fall suddenly and substantially.  Levels and basis of taxation may change from time to time.

3. GMI has made every effort to ensure the accuracy and currency of the information contained in this document. However, no warranty is made as to the 
accuracy or reliability of the information. The presentation does not take into account a reader's investment objectives, particular needs or financial 
situation. It is general information only and should not be considered as investment advice and should not be relied on as an investment 
recommendation. Before acting on any information, you should consider the appropriateness of it and the relevant product having regard to your 
investment objectives, particular needs and financial situation . In particular, you should seek independent financial advice and read offer document 
prior to acquiring a financial product. To the maximum extent permitted by law, none of GMI and its directors, employees or agents accepts any liability
for any loss arising from the use of this document or its contents.

4. Any research in this document has been procured and may have been acted on by GMI and BlackRock for their own purpose.  The results of such 
research are being made available only incidentally.  The views expressed do not constitute investment or any other advice and are subject to change.  
They do not necessarily reflect the views of GMI or any company in the BlackRock Group or any part thereof and no assurances are made as to their 
accuracy.

5. GMI may invest in emerging markets which are typically those of poorer or less developed countries.  The prospects for economic growth in a number 
of these markets are considerable and equity returns have the potential to exceed those in mature markets as growth is achieved. However, there are 
risks to the Company from political, economic and market factors in emerging markets which are of particular significance.  These include the possibility 
of various forms of punitive or confiscatory government intervention, reduced levels of regulation, higher brokerage and transaction commissions, less 
reliable settlement and custody practices, loss of registration of securities, lower market liquidity, higher market volatility (causing substantial increase in 
price and currency risks) and less reliable financial reporting.

6. GMI does not hold physical gold or other metals. Investors should be aware of the above-average volatility inherent in mining shares and the low 
correlation between this sector and equity markets as a whole. Shares in smaller companies can be more volatile and less liquid than those of larger 
companies.  When a portfolio of high yielding bonds is held, there is an increased risk of capital erosion through default or if the redemption yield is 
below the income yield.  Economic conditions and interest rate levels may impact significantly the values of high yield bonds.  Where a Company has a 
particularly concentrated portfolio and a particular investment declines or is otherwise adversely affected, it may have a more pronounced effect than if 
the Company held a larger number of investments.

7. Subject to the express requirements of any client-specific investment management agreement or provisions relating to the management of a fund, we 
will not provide notice of any changes to our personnel, structure, policies, process, objectives or, without limitation, any other matter contained in this 
document.

8. Unless otherwise specified, all information contained in this document is current as at 31 Oct 2009.
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� Significant destocking occurred across most commodities creating a virtual absence of demand

� Spike in risk aversion and fall in commodity prices combined to severely impact mining equities

� Fast reaction from supply side with planned & unplanned production cuts helped to stabilize prices

� Demand recovery from China the prime driver for commodity prices in the first half 

The year that was…

Source: DataStream.  Monthly data as at 9th November 2009.
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China 
restocking

Q4’08 
demand 
collapse

More normalised market 
conditions returning



4

Source: GSJBW and DataStream, 11th November 2009

Base Metal Prices
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Iron Ore and Steel Prices
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� Strong recovery in commodity prices from lows; primarily driven by demand from China

� Starting to see signs of recovery in the rest of the world; but remains subdued 

Commodity prices
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� China’s Q3 GDP growth was 
8.9% from a year ago

� Chinese Industrial Production 
up 16.1% y.o.y. for October

� Goldman Sachs estimate 
Chinese 2009 GDP to be 9.4% 
and Chinese 2010 to be 10.9%

� Massive stimulus plan (in 
excess of US$ 586bn) starting to 
take effect

� US Q3 GDP growth was 3.0%, 
signs of further recovery in 2010

GDP Percentage Growth

Source: RBS Estimates October 2009
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China is the largest consumer of almost all industrial commodities and it is 
the most important growth market
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Powerful growth in Chinese consumption continues across commodities

Chinese Share of Global Commodity Consumption

Source: Macquarie

Why is China so important?
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� China has seen a significant recovery so far this year

� First half dominated by restocking; market concern over declining momentum of recovery

� Import levels of raw commodities (e.g. copper) down Q3 vs. Q2 but still at record levels y.o.y

� October data positive – Industrial Production up 16.1% y.o.y. and trade surplus doubled to $24bn

� PMI data continues to improve – October level of 55.2 a new high for 2009

� Will there be a smooth transition from restocking to a more normalised level of demand?

Source: Macquarie, October 2009

Strong recovery in electricity generation year-on-yearSteel utilisation continues to improve

Demand: Chinese recovery
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� Recovery in the rest of the world has lagged that of China

� Multiple data sources suggest the economies of world ex-China have turned the corner

� Stimulus packages beginning to take effect (e.g. “ cash for clunkers” schemes in US and Europe)

� Commodity demand returning as manufacturers begin to tentatively restock

� Major restocking event not yet seen

Source: Macquarie, October 2009

PMI Data for key economic regions Rest of the world average PMI, Copper 
demand and Steel Demand

Demand: Rest of the World
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Supply side reacted extremely fast to shutdown capacity 

� Across most commodities supply was taken offline – some permanently 

� Action helped stabilise prices in early 2009

Signs of idled capacity being selectively restarted

� US steel utilisation rates – up from lows of c.40% to c.55% in September

� China bringing back on aluminium smelting capacity

0% 5% 10% 15% 20% 25%

Nickel (mine)

Aluminium

Zinc (smelter)

Zinc (mine) *

Lead (refinery)

Lead (mine) *

Copper (smelter)

Copper (mine)

Cutbacks still in place Restarts * Excludes China

Source: RBS & company estimates

Current supply: reacting to moving prices
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Capital expenditure for global mining, $bn

Source: McKinsey, Xstrata
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Significant
reduction in 

capital 
expenditure

� Significant cuts in capital spending 

in 2009 and spending on growth 

projects under review by mining 

industry

� Market has begun to increase 

expectations for 2010 capital 

expenditure, but still significantly 

below 2008 forecasts.

� New credit market environment 

provides additional challenges to 

projected capital expenditure

� Long term consequences for the 

pricing environment when demand 

recovers 

� These moves should hasten 

recovery and sow the seeds of the 

next bull market

Future supply: growth constrained by 
dramatically reduced investment
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Planned Projects

� Many new mines or expansion plans cancelled altogether or 
significantly scaled back 

� Juniors struggling to get financing in this new credit 
environment

Existing Operations

� Falling ore grade and production challenges make achieving 
nameplate capacity difficult

� Increased regulation, social and environmental pressures 
limiting growth at existing operations

Source: Brook Hunt, Xstrata analysis

Revision of copper supply growth forecast
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Copper production � a case study
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China actively securing long term access to commodities

� CIC actively investing in global mining companies

— 17% of Teck Resources for US$1.5bn

— 14.5% of Noble Group for US$870m

— loan of US$1.9bn to Bumi Resources 

� Buying up stakes in numerous juniors e.g. Aquila 

� Discussing providing finance for projects in exchange for 
offtake 

Refinancing balance sheets – an opportunity for the fund

� Anglo American, Rio Tinto, Xstrata, Teck, First Quantum

M & A under distress

� China Minmetals acquires majority of assets from Oz 
Minerals as they are unable to refinance short term debt 

� BHP & Rio Tinto iron ore JV

� Kinross stake in Harry Winston

Corporate Activity
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Gold Price US$/oz 
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Bear Stearns collapse

Forced liquidations

� Gold has been in a bull market since 2001

� Financial crisis accelerated an already upward trend

� Fundamentals support this upward pricing trend

Gold Market
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� Mine production peaked in 2001 and now falling: down by 3% yoy in 2008, down 1% in 2007 and 
3% in 2006; down 8.7% since 2001

� Number of world�s largest gold mines are approaching the end of their lives

� 2008 production was the lowest level since 1996

World Gold Mine Production, 1986-2007 
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Mine production: an industry in 
decline
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Despite record exploration spend, lack of big discoveries

� Despite high gold price, structural issues negatively impacting future production growth

� New resources are harder to find and more expensive to exploit

� Total cost of producing a new ounce of gold (exploration + capex + opex) estimated to be ~US$900/oz

� 5-7 year time lag to build a new mine

� Near-term supply-side response to higher gold prices likely to be muted

Factors impacting future gold 
production

Replacement gold grades below existing reserve grades
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Source: DataStream, 9th November 2009

Gold Bullion
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� Gold price reaching new highs, but not in all currencies

� US$ platinum price up 77.5% from its low, but up only 20.0% in Rand terms

� Currency effects impacting producers; e.g South African platinum miners struggling

Platinum Price
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The effect of currencies
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� Increase in investment demand in late 2008 
driven by rush to safe haven assets

— Strong demand for physical metal

— High levels of ETF buying

� Driven by 3 key characteristics that should 
support investment demand

1. Hedge against US dollar weakness

2. Hedge against medium term inflation

3. Provides important diversification benefits to 
portfolios – increasingly recognised by 
institutions  

� First half of 2009 – ETF buying from Western 
investors

Investment Demand
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� China – announced increase of gold reserves from 600t to 1,054t
� CBGA – renewed for a further 5 years with a lower limit and inclusive of IMF disposal
� India – purchased 200t from the IMF off-market

Strategic shift in attitude of Central Banks to gold - positive

Data as at end June 2009

Central bank selling declining
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� New highs achieved throughout 2009 even when risk aversion abated

� Q4’08 and Q1’09 inflows driven by safe haven buying; more recent inflows driven by inflation 
hedge and US$ hedge concerns

� “ Sticky” nature of investment flows suggest long term investment, not “ hot money” flows

Source: UBS. As at 28th October 2009.

ETFs: Driving the establishment of 
an asset class
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Jewellery: historically 60 – 80% of gold demand

Short Term

� Slowing global growth and increase in gold 
price volatility has dampened jewellery 
demand

— Demand fell 22% in volume terms Q2’09 vs. 
Q2’08

— Depreciation of Turkish Lira and Indian Rupee 
has hurt traditional markets

� One area of growth – China
— Demand rose 6% Q2’09 vs. Q2’08

Long Term

� India and China are the most prosperous and 
fastest growing economies

Jewellery – Core demand



21

Source: DataStream. Weekly data January 1999 to 6th November 2009
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Fund Performance
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� A portfolio of high calibre companies

— High quality assets

— Strong management
— Robust balance sheets

� Focus on long life, low cost assets

— Less prone to capex inflation

— Most of capex already spent

� Significant exposure to diversified companies
— High margins, high barriers to entry and consolidated supply ownership

� Low emphasis on explorer / developers

� Current favoured sectors: bulk commodities, copper, platinum

� Underweight aluminium and zinc

Source: Internal. As at October, subject to change.

Fund strategy
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� In Q4 2008, reduced exposure to higher risk, earlier stage mining companies in favour 
of more defensive established producers with stronger balance sheets

� Early 2009, took part in a number of extremely attractively priced financings

� Sub-underwrote Rio Tinto rights issue plus other smaller issues

� Established position in high coupon convertible bonds issued by major mining 
companies

— 6.4% of the portfolio in fixed income securities at a yield of 5.6%

� Fund currently positioned to benefit from continued recovery in demand for 
commodities

� New holdings: G-Resources, Kenmare, Katanga, Coal & Allied Industries

� Exited positions: Silver Bear Resources, Weatherly, Pan African Resources, Rockwell 
Diamonds, CopperCo, Mineral Deposits Ltd, Ferraus, Rusoro

Source: Internal. As at end October, subject to change.

Fund activity
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GMI performance since launch
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GMI Portfolio* (A$) HSBC Global Mining Index (A$)

-0.1%

0.2%

3 Years (p.a.)

11.4%

13.7%

FYTD

36.0%

43.8%

CYTD

31.4%

24.5%

1 Year

12.4%

18.2%

Since Inception* 
(p.a.)

HSBC Global Mining Index

Global Mining Investments Portfolio*

Australian Dollars- A$

* Inception date: 6th April 2004 
Source: Internal.  A$ data to end October 2009. Net of management fees, adjusted for dividend, options exercised and rights issue.

GMI Portfolio Performance v HSBC 
Global Mining Index (A$)
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62.2%Total

GoldPeruUS3.1%Minas Buenaventura

DiversifiedGlobalUK3.4%Anglo American

GoldSouth AfricaSouth Africa3.6%African Rainbow Minerals

DiversifiedGlobalUK4.0%Xstrata

GoldAustraliaAustralia4.3%Newcrest

CopperDRCCanada5.2%First Quantum

PlatinumSouth AfricaSouth Africa5.3%Impala

DiversifiedGlobalUK7.8%Rio Tinto

DiversifiedGlobalAustralia/UK11.2%BHP Billiton

DiversifiedGlobalUS11.4%Vale

CommodityGeographyListing% of FundStock

Source: Internal as at end October 2009.  

Top 10 Holdings
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