
Cultivation of the plant then spread along human migration 

routes to South East A sia, China and later to India, who were 

the f irst to produce sugar crystals via the boiling of cane juice. 

When Darius invaded India in 510BC, he found “the reed which 

gives honey without bees”, and took the plant home to Persia, 

now modern day Iran. The Arabs conquered Persia in the 7th 

century and with their expansion, sugar cane and technology 

moved west towards the Mediterranean. Sugar only reached 

Western Europe in the 12th century as Crusaders, who encountered 

“caravans carrying sweet salt”, returned home with the precious 

commodity. Christopher Columbus is credited with taking sugar 

to the New World in 1493, transporting it from the Canary 

Is lands to what is now the Dominican Republic . 
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Before sugarcane reached India, 
it was grown in China, South East Asia 

and the Pacific for the 
sole purpose of chewing it’s 

internal tissues.

Sugar consumption 
put into context: 

Average global per 
capita consumption 

is 23kg

· Brazil 63kg
· USA 45kg
· Thailand 40kg
· South Africa 34kg
· India 19kg

The crop was then taken to Central and South America in the 

1520’s , and later to the British and French West Indies . The rest, 

as they say, is history.

From these early beginnings, sugar has developed into an integral 

part of our daily diet . Whatever form it takes - a carrot , apple, 

chocolate bar, soft drink or hamburger - we consume sugar every 

day. However, sugar does have various other uses that are les s 

well known. It is used in the production of fuels and electricity 

and in a whole host of industrial uses . Sugar is produced in over 

120 countries and global production exceeds 120 million tons 

per year. Approximately 70 % is produced from sugar cane, 

with the remaining produced from sugar beet .

SUGAR,
NATURE'S 
GOLD



Back here in South Africa, there is huge potential to benefit from sugar 
cane energy generation, either via ethanol mixed into fuel or power 
production via the burning of biomass such as bagasse. Both initiatives 
have huge job creation potential.

SUGAR AT HOME

August 2012 saw the Department of Energy publish regulations 

on the mandatory blending of fuel ethanol and biodiesel with 

traditional fossil fuel . The regulations , which will come into 

ef fect on a date still to be determined by government, stipulate 

an ethanol blend of between 2 and 10 % into fuel. Press reports 

last year claimed that government was ready to invest 

over R2bn in an ethanol plant in the Eastern Cape. Whilst 

extremely positive, local sugar producers such as Tongaat 

Hulett and Illovo, who are engaging with government , caution 

that this will be a slow process and await announcements  regarding 

pricing and regulation before commencing with the required 

capital investment . 

It is in these countries , most notably in the USA, where the food 

versus fuel debate looms largest . This debate reached centre 

Globally, the main fuel ethanol markets include Brazil , the USA 

and the EU who together account for over 90% of world production 

and consumption. Brazil is undoubtedly the world leader in sugar 

production and has the most advanced ethanol fuel program 

(although it lags the United States in terms of quantity produced) . 

Just over half of it s sugarcane is used to make ethanol , which 

f inds it way into the gas tanks of the majority of new cars sold. 

In 2011, over 80 % of new cars and light trucks were f lex-fuel , 

meaning that they are designed to run on any mix of gasoline 

and ethanol. Except for minor engine and fuel system modifications, 

these flex-fuel vehicles are identical to normal cars, and experience 

no loss in performance.

SUGAR: FUELING THE WORLD
So, how is sugar used to make fuel? Ethanol is an alcohol based fuel, 
which can be made by fermenting and distilling sugars obtained from 
sugar cane and beet, or from starch crops such as corn.

The world’s first commercial flexible fuel 
vehicle was the Ford Model T, 
produced from 1908 to 1927. 

It was fitted with a carburettor with 
adjustable jetting, allowing the use of 

gasoline or alcohol, or a 
combination of both.

stage in the lat ter part of last year, when the United States 

endured its worst drought since the 1950’s . It is estimated that 

between June and August of 2012, almost 60 % of the country ’s 

farmland was in some form of drought , destroying corn, 

wheat , soybean and other farmland and decimating crop 

yields . The drought had global ramif ications , leading to a 

surge in the price of meat , dair y and processed food products . 

Brazil ,  with almost 40m tons of sugar produced per annum, 

currently export s the majorit y of this . The bulk of it s ethanol 

however is used internally. The current world sugar surplus of 

c.6m tons, which has led to soft prices, is largely due to increased 

yields in Brazil and a shift back into sugar production in response 

to the high world sugar price experienced in 2011 and the f irst 

half of 2012.

 

In essence, sugar prices are a direct derivative of the tightness 

of global corn and oil markets. The Brazilian dynamic is a complex 

one consisting of switching between sugar and ethanol as a 

direct path to arbitrage between sugar and energy prices. With global 

fuel prices rising and sugar prices lagging, we are seeing signs 

of Brazil shifting increased sugarcane land to ethanol production. 

This, coupled with increased ethanol exports to the United States 

after last year’s drought, has the potential to wipe out the global 

sugar surplus , leading to markedly f irmer world sugar prices .



The second major energy producing mechanism from sugar 

cane involves burning the biomass and using the resultant 

heat to simultaneously generate electricity and supply heat 

to industrial processes . Local sugar producers , as well as paper 

producers such as Mondi and Sappi, have been generating 

electricit y from biomass for years which they consume 

internally, greatly reducing their reliance on Eskom. There is 

unfortunately still no framework in place to encourage the 

signif icant investment required to enable these producers to 

sell electricit y externally on to the national grid . However, 

Illovo, for example, is already selling electricit y to Swaziland!

Things do, however, seem to be falling into place as government 

pushes it s well-publicised renewable energy initiatives . 

Towards the end of last year, Energy Minister Dipuo Peters 

announced that financial close of the first round of the renewable 

energy independent power producers ’ programme (REIPP) had 

been reached. Round 1, which incorporates 28 project s spanning 

mainly wind and solar power, will bring an estimated R47bn of 

investment into the country and generate 1400MW of electricity. 

Disclaimer: This material is is sued to eligible recipient s by Tantalum Capital ( Proprietar y ) L imited, and is deemed to be conf idential information in terms of the 
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the respective Tantalum Funds . This material is intended solely for the recipient as an overview of the funds and as an information guide for discussion purposes . 
It should not be seen as the solicitat ion of an of fer to invest in the funds or any funds to be established. Any investors deciding to join the Tantalum funds do 
so solely based on the information contained in the partnership agreements , which also covers the risk s of investing more fully, and should familiarise themselves 
with those documents before making their investment . Note that the content s of this document are subject to alteration. The value of investments may go down 
as well as up and past per formance is not neces sarily a guide to the future . Tantalum Capital is an authorised discret ionary f inancial ser v ices provider ( “FSP ” ) 
with the F inancial Ser v ices Board ( “FSB” ) under the F inancial Advisory and Intermediar y Serv ices Act , 2002 ( FSP Registrat ion No. 21595) .  P lease note, however, 
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The total REIPP project will see 3725MW of electricity generated 

from renewable resources by 2016 , with only 12.5MW being 

allocated to biomass . The Minister has however acknowledged 

the job creation potential of biomass and plans to implement 

additional programs aimed at generating electricity in this way. 

The REIPP is , af ter all ,  just part of government ’s integrated 

resource plan, which has the ultimate aim of generating over 

40 % (or 17800MW) of the country ’s energy via renewable 

sources by 2030, from wind, solar, biomass , gas and hydro.

It is undeniable that sugar could play a massive role in job 

creation in South Africa. With government looking to create 

millions of jobs as part of its National Development Plan, it would 

do well to look towards Brazil as a model of what can be achieved 

if rhetoric is met with regulatory action. According to Tongaat 

Hulett , if SADC were to follow the Brazilian model, 1.8m direct 

jobs could be created over the next twenty years, and the associated 

power generating capacity from bagasse would be equal to 

Medupi and Kusile combined (9600MW) . The SADC is blessed 

with ample arable land in a suitable sugarcane growing climate - 

we just need to use what we have and unlock our potential .

Our allocation to Tongaat 
Hulett was the biggest 
contributor to performance 
in our MNC and Focus funds 
in 2012 and continues to be 
one of our core holdings.



Tantalum MNC Fund

Strategy Multi-strategy, hedge 
Fund Objective The fund is targeting above average real returns (8% to 12%) over the medium term at lower volatility than the market. Returns come from 

equity alpha on the long and short side, with yield enhancement from fixed interest, preference shares, hybrid instruments and listed property. 

Launch date Jun-05

AUM R884.1m

Return data: 3-mth YTD 12-mnth 3-yr (p.a.) Incept (p.a) Total Return

4.18% 4.18% 10.89% 10.89% 12.76% 156.16%
Risk data: 12-mth Std Dev 3-yr Std Dev Std Dev since incep

2.56% 3.17% 7.44%

Tantalum Focus Fund

Strategy Multi-strategy, hedge

Fund Objective The fund is targeting above average real returns (10% to 15%) over the medium term at lower volatility than the market. Returns come from 
equity alpha on the long and short side, with yield enhancement from fixed interest, preference shares, hybrid instruments and listed property. 

Launch date Nov-10

AUM R267.5m

Return data: 3-mth YTD 12-mnth 3-yr (p.a.) Incept (p.a) Total Return

4.41% 4.41% 10.48% N/A 13.50% 35.80%

Risk data: 12-mth Std Dev 3-yr Std Dev Std Dev since incep

3.38% 5.23% 5.23%

Tantalum Fusion Fund

Strategy Fixed Income, hedge

Fund Objective The fund is targeting cash + 2% returns over the medium term at lower volatility than the market. Returns come from fixed income alpha 
on the long and short side, with yield enhancement from preference shares, hybrid instruments and listed property.

Launch date Mar-06

AUM R56m

Return data: 3-mth YTD 12-mnth 3-yr (p.a.) Incept (p.a) Total Return

1.74% 1.74% 9.73% 9.31% 8.99% 84.03%

Risk data: 12-mth Std Dev 3-yr Std Dev Std Dev since incep

1.37% 1.74% 3.37%

Tantalum Resources Fund (ZAR)

Strategy Resources, hedge

Fund Objective The fund is targeting 15%-25% over the medium term at lower volatility than the resources and commodity markets. The fund invests in 
a global portfolio of mining and energy equities, commodities and associated derivatives trading on the LSE, JSE, ASX, TSX and NYSE.

Launch date Mar-13

AUM R19.8m

Return data: 3-mth YTD 12-mnth 3-yr (p.a.) Incept (p.a) Total Return

-1.13% -1.13% N/A N/A N/A -1.13%

Risk data: 12-mth Std Dev 3-yr Std Dev Std Dev since incep

N/A N/A N/A

Tantalum Global Resources Fund (USD)

Strategy Resources, hedge

Fund Objective The fund is targeting 10%-20% over the medium term at lower volatility than the resources and commodity markets. The fund invests in 
a global portfolio of mining and energy equities, commodities and associated derivatives trading on the LSE, JSE, ASX, TSX and NYSE.

Launch date May-12

AUM $5.1m

Return data: 3-mth YTD 12-mnth 3-yr (p.a.) Incept (p.a) Total Return

-2.50% -2.50% N/A N/A -1.09% -1.00%

Risk data: 12-mth Std Dev 3-yr Std Dev Std Dev since incep

6.78% N/A 6.78%

Tantalum Enhanced Cash Fund

Strategy Fixed Income, long only

Fund Objective The fund is targeting cash plus returns over the medium term. Returns come from fixed income alpha, with yield enhancement from 
preference shares, hybrid instruments and listed property.

Launch date Aug-10

AUM R299.6m

Return data: 3-mth YTD 12-mnth 3-yr (p.a.) Incept (p.a) Total Return

1.77% 1.77% 9.21% 8.30% 9.38% 27.01%

Risk data: 12-mth Std Dev 3-yr Std Dev Std Dev since incep

1.05% 1.49% 1.49%


