
Cape Town-based Tantalum 
Capital has gone live with 
the Tantalum Resources 
Fund, a rand-denominated 

version of the Tantalum Global Re-
sources Offshore Portfolio, which in-
vests long/short in equities, commodi-
ties and associated derivatives across 
global markets.

Since launching the offshore port-
folio on May 1, 2012 to meet inter-
national investor demand for exposure 
to Africa, China and resource themes, 
Tantalum has received interest from lo-
cal investors looking for diversity and 
exposure to resources within a global 
context, says Simone Blanckenberg, 
head of strategy and business develop-
ment at Tantalum Capital.

The rand-denominated portfolio 
launched on March 1, 2013 with R20 
million in seed capital. It has an identical 
mandate to the offshore portfolio but will 
trade rand-denominated instruments as far 
as possible to deliver returns in the local 
currency, she says. The fund is managed by 
Mike Lawrenson and David Pleming, who 
both have extensive experience across the 
global resources universe (see HedgeNews 
Africa June 2012).

Tantalum plans to raise R100 million 
within the next year by targeting South 
African-based fund of funds, family offices 
and high-net-worth individuals. Blanck-
enberg says both portfolios currently have 
unconstrained capacity given the broad 
markets in which they invest. 

The offshore fund has preserved inves-
tor capital with a net 2.2% return in US 
dollars since inception, despite launch-
ing amid global uncertainty and volatile 
markets. This compares with a decline of 
-10.4% for the FTSE Mining Index, over 
the same period.

The fund’s highest monthly perfor-
mance was a return of 3.6% in September. 
This came from overweight positions in 
selected London-listed diversified mining 
companies. The fund also benefitted from 
holdings in PGMs (platinum group min-
erals) and selected base metals. Its weakest 
month was a 2.4% decline in August as the 
market suffered a sell-off in resources.

“In the month that we launched the off-
shore portfolio, the FTSE Mining Index 
was down more than 20% so we adopted 
a cautious approach. By year-end the port-
folio was dominated by positions in [global 
resources group] BHP Billiton, [diversi-
fied mining group] Rio Tinto and pre-
cious metals exchange-traded funds. Poor 
selection in iron-ore counters (long and 
short) counted against us in 2012, but this 
has subsequently contributed favourably to 
our performance in the first two months 
of this year,” Lawrenson and Pleming said.

The fund is managed on a concentrated, 
high-conviction basis with approximately 
20 positions. Current net equity exposure 
is 66% and gross equity exposure is 100%. 

Its largest long position is around 
17% of the portfolio and its larg-
est short is approximately 5%. 

The fund invests predomi-
nantly in high-quality diversi-
fied mining companies listed 
on the London Stock Exchange 
that offer the best risk and re-
ward combination relative to 
underlying equities and com-
modities. It also has long posi-
tions in PGMs and gold and 
runs selected pair trades in gold, 
diamonds, silver and iron ore.

Looking ahead, the team ex-
pects global growth to remain 

subdued this year and for com-
modity prices to remain relative-

ly flat due to market oversupply. 
“A noted exception is PGMs, where 

we expect pricing to be materially higher 
due to supply constraints. We expect com-
modities to be more volatile this year with 
inventory levels being tightly run and sea-
sonal factors being more exaggerated in a 
lower growth market. We also believe that 
gold, silver, copper, oil and iron ore are 
trading at a premium to their long-term 
value, whereas PGMs are the most under-
valued, in our opinion.”

“In general, we expect resource equities 
to outperform underlying commodities. 
That said, diversified miners could benefit 
from a geared effect if volume growth, real 
unit cash costs, capital expenditure reduc-
tions or strong cash flows come through. 
The latter will lead to improved balance 
sheets and rising dividend yields.”

They added that the impasse between 
government, unions and business remained 
a detraction for South African miners, and 
until all three parties were in agreement on 
the way forward the sector’s potential was 
likely to be capped.
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Tantalum extends  
Global Resources Fund  
to cater for local investors

DISCLAIMER: This publication is for information purposes only. It is not investment advice and any mention of a fund is in no way an offer to sell or a solicitation to buy the fund. Any information 
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