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Hearryrmetal

ccordingto most
rrrarketprofess-
ionals, the leading
gold fund is

BlackRock gold and general.
I own it mvselfand it has the
lolgest track record ofall.
Bnt there arcvarious othrrs
to considcrand A recent
lnrrnch frorn lan Williarns
at Charteris is ol]e that is
definitely worth :r good lo{)k.

Mrwilliams is better
known for runningthe City
[inancial Strategic gilt fund,
ar top pcrfo ner in its scctor
but somewh:ltatthe other
end o{the spcctflrnr to n gold

Mark
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fund. Howcvcr, his present
belief in gold as an invest-
ment has been shilpcd
prirnalily by his views
ofeconomics in thc lixed-
interest arene.

Thegold price has been
hittirgnew higlrs lately
b trather than buying
thc physical metal itse[f,
MrWilliarns invests
predonrin;rntly in bltc
chip gold nrinirrg companies.

This is where hc believes
the real oppottunity lies,
brsc<[ on the rcasonable
principle tlrat gold mining
sharcs o(rtperform phvsical

gold due to the leverage th cy
have on the gold price.

The costs ofoperatiDg
a goldmiDe are largely lixed,
$o the more thegold price
rises, the more profftablc
a mine shoulcl become.
'fhis is somcwhat of a
genemlisationas the cost
of production $ometimes
rises with theprice of
other eomnrodities,

However, mostmanagers
agrec that mining shares
presently offer. greater
value than the metal itself
forthis r"cAson.

When lool<irrgat an
individual fi tm, MrWilliams
stresses that tlte qualitv and
profitability of its proven
rcsewes is !nore irnportant
than good managemeut.

Healso feels location is
important, For instancc,
he rvill notb{ry into fir'ors
opcrating in South Africa
as he believes the easygoltl
has {lready been extracted.
He is also rrneasyabout the
region's political sitration
and problems caosedby
lieqrrc[t power cut$.

He hts faccd sorneclit-
icism forhis lacft ofa track
record in running
agoldtund.While this is
true,I caD testifuthat Mr
Williams' pcrsonal lsa acc-
ount(which he has been
iuvestingin this area fbr
awhile)hasdone ext-
remely well,

His cnthtlsiasm to launch
agoldfund this year stems
from a beliefthat gold
remains significantly
undervaluecland that
supplyis struggling t0 kcep
up with dernancl, especially
uowwe ate seeing new
investment demand from
emerging markets.

Mr williams points orrt
that mrlrc than 90 per cent
of China's foreign exchange
reserves are in dollars but
thcy have only 1 per cent
in gold, He sees this is
unbalanredand prcdicts
theywill besignificant
buyers ofgold over the next
fewyears, Itis asimilar
picture rvith the reserves
of many other Asian cerrtral
banks and, ifhe is right,
the goldprice has barelv
started moving.

MoIe important from an
econon1ic pe$pcctive is the
process of quantitative
easingboth hele and in the
lJS. Tlris has expanded thc
rnonetdry base (the arrrount
olmonev in circulatiot)
enormously. Deflation might
be the lrattle ir! the shof
ternr but MrWilliams
belioves atsomc stagc this

We are anly a
third of th* way
through a trad-
itional gold cycie
aild there is rnc;re

actiCIn to come

additional money will
unblock itself, find its rray
i nto the broader system and
cause high levels ofinflation.

He says we are only a tbird
of the way through a trad-
itional gold cycle.and there is
more action to come.lndeed,
he argues thatifgold had
keptup with inflation over
the years it would already
be around $2,3oo an ounce,
rather than the $1,260 it is.

It rnakes sense t0 have
sotrre goldas al insurance
poli(y in yourpordolio.
I fcar lvesteln politicials
mav let the inflationgenie
out of the bottle at some
stage.If this does o.cur, it
seems hard to make a case lor
holdingarry of thc tradition-
ally s:rfe c$rreDcics. What-
ever anyotre says aboutgold,
itremairs the final store of
value that cannot bc debascd
by politicians. fhat alone
rncans it is worth having
some exposure.
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