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DeDe--hedging Drivershedging Drivers
Gold price and improved outlookGold price and improved outlook

Erosion of the Erosion of the contangocontango a factor in 2001.  Price a factor in 2001.  Price 
considerations more important in 2002 onwards.considerations more important in 2002 onwards.

Relative to peers hedged producers shares have Relative to peers hedged producers shares have 
under performedunder performed

Complex hedge books Complex hedge books –– investors do not investors do not 
understandunderstand

Hedge book failures Hedge book failures –– unnerved investorsunnerved investors

Index Share Index Index Share Index 
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Complex Hedge BooksComplex Hedge Books

Ongoing hedge book restructuresOngoing hedge book restructures

BarrickBarrick, , NewcrestNewcrest, , BuenaventuraBuenaventura

Reduced/eliminated options positionsReduced/eliminated options positions

Concentrated hedge book into forward Concentrated hedge book into forward 
salessales

Composition Global Hedge Composition Global Hedge 
Book (Nominal)Book (Nominal)

Forwards
69%

Vanilla
30%

Non-vanilla
1%

Forwards
59%

Vanilla
35%

Non-vanilla
6%

2002 end-Dec 2004 end-June
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Outlook for DeOutlook for De--hedginghedging
Bulk of the hedge book is concentrated in a Bulk of the hedge book is concentrated in a 
handful of companieshandful of companies

Top 10 hedgers account for roughly 85% of total Top 10 hedgers account for roughly 85% of total 
delta adjusted hedge bookdelta adjusted hedge book

Future level of deFuture level of de--hedging will depend on policy hedging will depend on policy 
decisions taken by limited number of key playersdecisions taken by limited number of key players

DeDe--hedging will be partly offset by new “project hedging will be partly offset by new “project 
specific” hedgingspecific” hedging

Outlook for DeOutlook for De--hedginghedging
04.H1 Top 10 De04.H1 Top 10 De--hedgers (deltahedgers (delta--adjusted)adjusted)

--77KinrossKinross GoldGold
151599Harmony GoldHarmony Gold
15151313Thistle MiningThistle Mining
52521313Sons of Sons of GwaliaGwalia
771515CambiorCambior
--1818AvgoldAvgold

3243241919Placer DomePlacer Dome
2412412222NewcrestNewcrest
4314315151BarrickBarrick GoldGold
3893896262AngloGoldAngloGold AshantiAshanti

Position at end Position at end 
June 2004June 2004

DeclineDeclineCompanyCompany
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Outlook for DeOutlook for De--hedginghedging
New project hedging (excluding New project hedging (excluding TelferTelfer) added 37 ) added 37 
tonnes to the global hedge book in 2003.tonnes to the global hedge book in 2003.

New hedging in 2004 will partly offset ongoing New hedging in 2004 will partly offset ongoing 
dede--hedging.hedging.

In the first half of 2004 an estimated 20 tonnes In the first half of 2004 an estimated 20 tonnes 
was added to the delta adjusted position.was added to the delta adjusted position.

Looking ahead project hedging expected to be Looking ahead project hedging expected to be 
more of a factor in 2005, 2006.more of a factor in 2005, 2006.
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Further InformationFurther Information

Please contact Bruce Alway at GFMS for Please contact Bruce Alway at GFMS for 
any further enquiries relating to this any further enquiries relating to this 
presentation:presentation:

+44 (0)20 7478 1757+44 (0)20 7478 1757

brucebruce.alway@gfms.co..alway@gfms.co.ukuk


