Gold diggers welcome

Why miners offer the most compelling play on gold’s rally.

Gold certainly doesn’t lack labels: it’s been called the ultimate
safe haven, the currency of last resort and even a barbarous relic.
But in today’s world of weaponised finance and rising geopolitical
tensions, its role as a neutral asset may yet be its greatest
strength.

The shiny metal has chalked up a 1,000% rise over the past 25
years, leaving the S&P 5oo well and truly in the dust. However, it’s
gold’s recent rally that’s really turning heads: after notching up

4o record highs in 2024, it’s already added more than 30 this year
and is still going strong.

While gold has long played a defensive role in times of uncertainty
(and we’ve seen plenty of that lately), this rally reflects more

than short-term fear. It signals a structural shift in how investors,
and central banks in particular, are navigating a new era of
geopolitical risk.

Heading for the stars

Gold prices have nearly tripled over the past decade but their
recent ascent has caught even seasoned analysts by surprise. At
the start of 2025, LBMA forecasts averaged $2,700 for the year
but gold has already passed $3,600. And Goldman Sachs sees
scope for further gains, forecasting a year-end rise to $3,700 (or
up to $3,900 if the US slips into recession).

Historically, gold’s strength has been linked to risk aversion, with
investors piling into gold ETFs after the global financial crisis and
again during the pandemic. But the current rally is driven by more
than just market anxiety; it reflects a deeper structural shift.

As the chart below shows, central banks have emerged as the
dominant buyers of gold in recent years, aiming to reduce reliance

Fig.1: Central Bank Demand Has Driven Up Gold Prices
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on dollar-based reserves and shield themselves
from the risk of financial sanctions. Goldman Sachs
notes that central bank gold purchases rose five-fold
following the freezing of Russian assets in 2022 -a
clear illustration of hedging against weaponised
finance.

China, for example, has doubled gold’s share to 8%
of total reserves but this still lags far behind the
70%-plus levels seen in the US and Germany. A pilot
programme allowing Chinese insurers to allocate up
to 1% of assets to gold could also inject billions into
the gold market.

This growing demand reflects not just inflation or
interest rate dynamics but a wider push to diversify
away from the dollar and reduce vulnerability to
Western sanctions, creating a powerful, longer-term
tailwind for gold prices.

Discounted exposure to a
bull market

In theory, gold mining equities should outperform
the physical metal in bull markets thanks to
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operating leverage. As gold prices increase, profits should
grow disproportionately due to the fixed-cost nature of
mining operations. In turn, this boosts free cash flow and
dividends, supporting stronger share price performance.

Historically this has held true, particularly around the time
of the global financial crisis. From 2002 to 2011, the price
of gold rose 420% while gold mining equities (using the
NYSE Arca Gold BUGS Index as a proxy) delivered returns of
more than 660%.

However, this dynamic has reversed during the recent gold
run, with gold miners significantly lagging gold prices over
the past five years, albeit this has narrowed in the last
month.

Fig.2: Gold Prices And Mining Equities
Have Diverged
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The reasons for this divergence are well-documented:
rising input costs, energy price volatility, labour shortages,
geopolitical disruptions and long lead times to bring new
production online. But with gold at record highs and cost
pressures easing, miners could offer a compelling way to
access the gold story at discounted valuations.

Being selective

BlackRock World Mining (BRWM) offers a one-stop shop
for diversified commodities exposure, combining precious
metals such as gold with industrial metals underpinning
the net zero transition. This diversification helps to manage
risk as individual commodities are subject to different
supply-demand and macroeconomic dynamics.

Managers Evy Hambro and Olivia Markham believe the
broader mining sector remains well-positioned, with
strong demand drivers and constrained supply providing
long-term support for prices. Many mining companies
have focused on paying down debt and returning capital
to shareholders rather than investing in new capacity,
reinforcing this supply-demand imbalance.

Against this backdrop, BRWM has increased its allocation
to gold, which accounted for just under a third of the

portfolio (as at 31/07/2025). With inflation moderating and
energy prices falling, gold miners are beginning to deliver
on their long-awaited earnings potential.

The trust’s exposure includes leading gold producers such
as Newmont, Agnico Eagle and Kinross, alongside Wheaton
Precious Metals, a royalty company offering exposure with
lower operational risk. All four holdings have delivered
share price gains of more than 70% year-to-date, buoyed
by rising margins and burgeoning investor interest.

Newmont leads the pack with a 100%-plus rise in 2025
alone, boosted by better-than-expected Q2 earnings and
record free cash flow. As one of the world’s largest gold
producers, it offers exposure to more than half of the
world’s Tier 1 gold mines, providing resilience and scale
through large, long-life and low-cost operations.

Newmont has also delivered an impressive expansion in
margins: its All-in Sustaining Cost (AISC) margin (the profit
per ounce of gold) has risen significantly over the past 18
months, driving higher net profit margins.

Fig.3: Newmont Is Delivering On Margin
Improvements
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Source: Newmont Corporation 02 2025 results. AISC margin based on total gold co-product
AISC and average realised gold price, net profit margin based on net income.

Despite recent gains, valuations across the sector remain
attractive. Many gold miners still trade below replacement
cost, and with continued geopolitical uncertainty and
central bank demand, gold prices look well-supported.

With improving margins, gold miners offer a discounted
route into the rally, with BRWM offering broad-based
exposure across both gold and the broader mining
universe.

All data as at 16/09/2025 and returns in US dollars, unless
specified otherwise.

View the latest research note here

Click here to add BRWM to your watchlist

Click here to read related research



https://www.trustintelligence.co.uk/investor/funds/blackrock-world-mining-trust
https://www.trustintelligence.co.uk/investor/funds/blackrock-world-mining-trust
https://www.trustintelligence.co.uk/investor/articles?fund_id=5
https://www.trustintelligence.co.uk/investor/funds/blackrock-world-mining-trust

Disclosure — Non-Independent Marketing Communication. This is a non-independent marketing communication commissioned by BlackRock World Mining
(BRWM). The report has not been prepared in accordance with legal requirements designed to promote the independence of investment research and is
not subject to any prohibition on the dealing ahead of the dissemination of investment research.

Disclaimer

This report has been issued by Kepler Partners LLP. The analyst who has prepared this report is aware that Kepler Partners LLP
has a relationship with the company covered in this report and/or a conflict of interest which may impair the objectivity of the
research.

Past performance is not a reliable indicator of future results. The value of investments can fall as well as rise and you may get back
less than you invested when you decide to sell your investments. It is strongly recommended that if you are a private investor
independent financial advice should be taken before making any investment or financial decision.

Kepler Partners is not authorised to make recommendations to retail clients. This report has been issued by Kepler Partners LLP, is
based on factual information only, is solely for information purposes only and any views contained in it must not be construed as
investment or tax advice or a recommendation to buy, sell or take any action in relation to any investment.

The information provided on this website is not intended for distribution to, or use by, any person or entity in any jurisdiction or
country where such distribution or use would be contrary to law or regulation or which would subject Kepler Partners LLP to any
registration requirement within such jurisdiction or country. In particular, this website is exclusively for non-US Persons. Persons
who access this information are required to inform themselves and to comply with any such restrictions.

The information contained in this website is not intended to constitute, and should not be construed as, investment advice. No
representation or warranty, express or implied, is given by any person as to the accuracy or completeness of the information
and no responsibility or liability is accepted for the accuracy or sufficiency of any of the information, for any errors, omissions or
misstatements, negligent or otherwise. Any views and opinions, whilst given in good faith, are subject to change without notice.

This is not an official confirmation of terms and is not a recommendation, offer or solicitation to buy or sell or take any action in
relation to any investment mentioned herein. Any prices or quotations contained herein are indicative only.

Kepler Partners LLP (including its partners, employees and representatives) or a connected person may have positions in or
options on the securities detailed in this report, and may buy, sell or offer to purchase or sell such securities from time to time,
but will at all times be subject to restrictions imposed by the firm’s internal rules. A copy of the firm’s Conflict of Interest policy is
available on request.

PLEASE SEE ALSO OUR TERMS AND CONDITIONS

Kepler Partners LLP is authorised and regulated by the Financial Conduct Authority (FRN 480590), registered in England and Wales
at 70 Conduit Street, London W1S 2GF with registered number 0C334771.



