
M
ike Lawrenson and David 
Pleming at Cape Town-
based Tantalum Capital are 
preparing for the launch of 

their global commodities hedge fund, 
expanding on their extensive knowl-
edge of the South African and global 
commodities landscape.

The Tantalum Global Resources 
Hedge Fund is expected to launch with 
US$5 million to $10 million in seed 
capital in the first quarter, including 
external investors, and has capacity for 
more than $200 million. The offshore 
fund will be denominated in US dol-
lars, sitting on the SA Alpha platform, 
which is domiciled in the Caymans.

Besides the new fund, the pair will 
also continue to contribute research 
and investment ideas for Tantalum’s 
other funds. They expect the new fund 
to have higher volatility than the other 
Tantalum products given its sector focus.

Lawrenson is a founding member 
of Tantalum, formed when a team of 
senior investment professionals left 
Coronation Capital in 2005.  As its 
resources and industrials specialist, he 
provides input into Tantalum’s multi-
strategy funds. At Coronation, he cov-
ered large-cap industrial and resources 
shares, also co-managing the Corona-
tion Industrial Fund for two years and 
thereafter the Coronation Resources 
Fund for two years. He worked previ-

ously at Deutsche Bank in London. 
Pleming is an investment industry 

stalwart, recognised as South Africa’s 
top-rated investment analyst in diver-
sified mining research for more than 
a decade. He returns to the markets 
following a well-earned sabbatical.  A 
mining engineer with an MBA from 
UCT, he has 16 years’ experience in 
stockbroking, heading up the top-
rated mining teams of Macquarie First 
South Securities, Nedcor Securities 
and Barnard Jacobs Mellet Securities 
respectively between 1998 and 2010. 
He held the position as the No.1 rated 

diversified mining analyst on the Jo-
hannesburg Stock Exchange for more 
than 10 years and was also top-rated in 
coal, platinum and the smaller miners 
in the earlier part of his stockbroking 
career. Prior to this, Pleming worked 
for nine years at the Royal Dutch Shell 
group in the project evaluation/strate-
gic planning function, which included 
heading up the strategic planning divi-
sion for Shell’s coal and metals division 
in South Africa. 

“For us at Tantalum, the first key in-
gredient in anything we do is the team 
dynamic,” says Lawrenson. “David and 

Tantalum duo take a global  
perspective for the launch  
of their commodities fund
Having sized up the domestic market, Tantalum’s Lawrenson and Pleming are 
going global for greater diversification and reward with their new resources fund
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fund profile

I have forged a strong relationship 
over many years. As a boutique fund 
management house, we bring expe-
rience managing buy-side funds and 
investor portfolios, while David has 
fantastic contacts and in-depth min-
ing knowledge that he has built up 
over 10 to 15 years.” 

The pair have been hard at work 
researching the markets and identify-
ing their investment universe, believing 
their in-depth knowledge of the South 
African market – a key global resources 
player – will stand them in good stead 
in building a global portfolio. 

“We will start with stocks closer to 
home, but we do have an appetite for 
global opportunities,” says Pleming. “If 
we consider that our investible uni-
verse of resource stocks in South Af-
rica is around 25, not including paper 
and packaging, we are hoping to iden-
tify 75-80 stocks globally. Some stocks 
such as Anglo and BHP Billiton are JSE 
listed, but we can also buy them out of 
London. A global fund means we have 
a bigger universe, which allows for bet-
ter portfolio diversification.”

He notes that there has been a lot 
of consolidation in the South Af-
rican market in recent years, which 
currently has only one pure iron ore 
stock versus about 15 in Australia. 
The domestic market also offers little 
access to direct coal and copper plays. 

“We also know the larger London 
mining groups Rio Tinto and Xstrata 
very well on a de facto basis as we have 
done peer analysis over the years. But 
there is more research and refining to 
be done. And we want to walk before 
we run – we need to be focused and 
know our equities very well,” he says.

Besides equity investments, the 
fund will include physical commodi-
ties as well as ETFs and ETNs (palla-
dium and platinum) and any deriva-
tives around those.

The new fund will be run along 
the same lines as Tantalum’s other 
successful funds – with the invest-
ment process underpinned by strong 
fundamental proprietary research. 

“We look for mispricing, for stocks 
that are over- and under-valued,” says 
Lawrenson. “There are various ways 
we can act on our views in the mar-
kets. We are not short of ideas.” 

The fund will have an equity pair 
trading component, for example it 
may be long Implats and short Am-

plats, which operate in similar areas. It 
could also be long physical platinum and 
short platinum equities, or long physical 
platinum and short physical gold. 

After some rocky ground for commod-
ities plays in recent years, how do the pair 
view the sector in the current climate? 

“Commodities is not a one-way bet 
but it is a generally upward-trending 
bet,” says Lawrenson. “There will be 
peaks and cycles. The consensus previ-
ously was that commodities could only 
go one way and that was up – then 2008 
hit. We believe we are back to an up-
ward-trending commodities cycle with-
in a troubled global economy.”

“China is not going to fall off a cliff. 
The shock we are seeing at the moment 
is not as severe as we saw in the second 
half of 2008. We expect a tricky three 
to six months but such an environment 
should not adversely affect the fund – 
the more volatility there is, the more 
opportunity we find,” says Pleming. 
“One should not forget that China con-
sumes 40% of the world’s commodities 
– this may slow over time as the Chinese 

market becomes more developed but 
that will be from a much larger base. As 
demand for steel peaks we expect more 
consumer-led commodities demand to 
come to the fore, such as for jewellery, 
cars and packaging.”

Risk versus reward will be in the fore-
front of their minds when building the 
portfolio. 

“Yes, we will look at small caps – we 
are familiar with those in the South Af-
rican market. But research is key for us 
while liquidity and corporate govern-
ance are also important factors,” says 
Lawrenson. “We are also not momen-
tum junkies. We apply our minds to 
identifying who will deliver in terms of 
expectation and valuation. We are fun-
damentally driven and actively engage 
with company management.”

“Return dynamics also differ – for 
example, you could buy Kumba [Iron 
Ore] at say $100/t but on a valuation 
basis you might find an Australian pro-
ducer at half the price. The question 
then becomes: is buying something 
cheaper worth the risk?”

Established in 2005, Tantalum Capital has 
around R1.7 billion (US$220 million) under 
management. The company, formed by a 
senior ex-Coronation team (Morne Marais, 
Richard Kommel, Rob Oellerman and Derek 
McDonald, with Melanie Stockigt and Mi-
chael Lawrenson joining subsequently), now 
has eight specialist analysts and fund man-
agers managing a range of different hedge 
fund strategies.

Besides David Pleming, who joined on 
November 1, the company added two 
other equity analysts in 2011, namely Chris 
Cheetham and Ed Pienaar, boosting its eq-
uity coverage.

The flagship Tantalum MNC Fund, which 
uses multiple strategies to exploit opportuni-
ties in the South African markets, has gained 
an annualised 13.26% net of fees since 
launch in June 2005 to the end of Decem-
ber 2011. It aims for real returns of 10% per 
year, with volatility of 6-8%.

The Tantalum Focus Fund, which has a 
higher risk-return objective and aims to de-
liver significant real returns, invests in a more 
concentrated universe based on high con-
viction. This fund has added an annualised 
17.06% net of fees since its launch in No-
vember 2010. 

The Tantalum Fusion Fund, a fixed interest 
portfolio that is the team’s most conserva-
tive offering, aims for real returns of 5% with 
2-3% volatility. It has added a net annualised 
8.9% since March 2006.

The team also manages a segregated 
market-neutral strategy, targeting real re-
turns of 7-8% on 3-4% volatility.

 Given the risky global environment, Tan-
talum’s funds were conservatively positioned 
for much of 2011 and remain that way. 

“Our funds will continue to exhibit a 
broadly defensive structure, utilising short-
term sentiment-driven swings to make tac-
tical changes to net exposure (largely via 
derivative strategies), and leaving the core 
positions to do the ‘fundamental’ work as in-
vestment cases evolve,” it noted in its latest 
quarterly outlook.

“We remain convinced that multi-strate-
gy hedge funds remain the optimal invest-
ment vehicle for clients in difficult market 
conditions, allowing us as managers the 
freedom to capture alpha and beta across 
and within asset classes. With that in mind 
we continue to increase our opportunity 
set with greater emphasis being placed on 
utilising commodity instruments and inter-
national equities.”

Tantalum Capital’s stable of hedge funds rely  
on strong fundamental proprietary research


