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Gold and silver mining shares - risky but
rewarding?
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One of the golden rules of investment forecasting is to make a prediction on either the price or the

date but never both. Last November, my favourite precious metal bull, lan Williams, manager of the

WAY Charteris Gold Fund, was bold enough to break it. He predicted that silver was about to enter a

sustained bull market (within a wider precious metal bull markel) that would take the price from its
then current level of $32 an ounce to $165 an ounce by October 2015.

The metal hasn't had the best of starts as it's down to $27, and both gold and silver miners have had

a rough beginning to the year (following a poot 2012), but it is early days and following an email

exchange with the man himself last week, I think my early bird ISA will include adding to my holdings

in these shares.

l've tipped gold shares in particular, for higher risk investors, for a couple of years now and l've been

wrong (according to my colleagues - I prefer to say I've just been earlyl). But l've held on to my

investment in this asset class, because I agree with lan: it is very difficult to see any other asset that

holds as much upside potential.

Gold mining shares are on 50 year lows compared with the bullion price, at a time when equities are

at last back in fashion. And if mining companies can stop wasting money, they could be one of the

most profitable sectors around. Should gold and silver mining shares revert back to their long- term

relationship with the bullion price, they will need to see their price rise 300-400%, without any move in

the u nderlying price of the metal. Even if they don't quite make !t, I th ink there rs significant potentiall

Now the price of gold and silver and their related shares can go down as well as up and, far from

being a'safe-haven', can be pretty volatile, as we've seen on a number of occasions in recent years.

But with many emerging market central banks looking to increase their holdings of gold bullion in

particular, I think there will remain a stable demand for a scare resource, which should offer some

comfort. And, whjle cheap can always get cheaper, you stand a better chance of making money on an

asset when the price is low, than when the price is high.
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