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Key messages 
 
 Precious metal shares are currently valued very favorably, 

resulting in above-average price potential. 
 Significantly higher profitability thanks to an expected 

higher net margin compared to the previous year speaks in 
favor of gold mining stocks. 

 The two-year cycle suggests upside potential for gold 
mining stocks. 

 

Strong undervaluation of precious metal shares 
in relation to the current gold price 
 

With a gold price above USD 1,850, precious metal stocks are 
currently valued very favorably. For investors who are positive 
about the gold price, this sector offers above-average price po-
tential for the next 12-18 months. 
 
 

Margin increase for gold producers +25% 
 

In 2020, the gold price rose above USD 2,000 for the first time 
but has not yet been able to establish itself above this mark des-
pite two further attempts. Despite this, the average selling price 
for gold producers has risen steadily from USD 1,160 to 1,802 o-
ver the last seven years and will continue to rise in 2023. The net 
margin for gold mining companies is calculated from this selling 
price minus the cost of producing an ounce of gold. At the current 
average price for 2023 (USD 1,931), this margin is lower than the 
highest margin ever achieved in 2020. Compared to 2022, how-
ever, the net margin is around 25% higher. This higher profitability 
has not yet had an impact on share prices and valuations in the 
gold mining segment - on the contrary: the gold mining share 
sector is trading at a lower price and valuation than in 2022. The 
valuation discrepancy is therefore clearly in favor of gold mining 
stocks, both in a sector comparison within the equity market and 
against the gold price. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
Average total costs (all-in costs), including taxes and duties 
per ounce of gold (in USD): 
 

 

Source: BMO Research Universe data, Chart: Serafin 
 
 

The two-year cycle speaks for price potential 
 

Like most commodity shares, precious metal shares are subject 
to cycles. The question for investors is where we are in the cycle. 
We are clearly of the opinion that we are at the bottom and the 
beginning of a new bull cycle. 
 
GDX (Vaneck Gold Miners ETF) 2016 - 2023 
 

 
 
Source: Market Map, Chart: Serafin, Note: Figures in US dollar (USD) 

 
In our view, the correction of August 2020 - following an extre-
mely sharp rise in the 2018-2020 period - came to an end in Sep-
tember 2022. According to our estimates, the sector should 
make strong gains over the next 12 months. The key to success 
will be a rising gold price. It must break through the USD 2,075 
mark to the upside. We rate the chance of this happening as high. 
 
 

Bull versus bear market mechanics 
 

The performance differences between the individual portfolio 
components are large depending on the cycle. The weighting of  
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each stock in the portfolio determines outperformance or under-
performance. The leverage effect from producers with high costs 
is much higher in both directions than from producers with low 
costs. 
 
Margin change with rising or falling gold price 
 

 
 
Source & Chart: Serafin, Note: Figures in US dollar (USD) 

 
After strong outperformance in 2020, the AMG Gold - Mines & 
Metals Fund had a poor "relative" performance over 3 years. This 
was mainly due to investments in producers of "white" metals 
and, to a lesser extent, investments in smaller companies, which 
lost more value during the correction than medium-sized and 
large gold producers. 
 
 

Reasons for a higher gold price 
 

1. Confidence in governments is eroding - investors are 
buying gold as a hedge. 

2. Inflation expectations rise significantly - decline in real inte-
rest rates, irrespective of whether nominal yields rise. 

3. Debt crisis in (Western) countries worsens - investors focus 
on real assets. 

Before the debt crisis escalates, the central banks will support 
governments as much as possible with interest rate cuts and pos-
sibly with renewed QE (quantitative easing). So far, interest rate 
cuts have always been positive for the gold price. However, this 
will further exacerbate the debt crisis. 
 
We assume that in a bull cycle gold and shares of gold miners in 
particular will outperform all other asset classes. 
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Fritz Eggimann  Bernhard Graf 
 

For more information about the AMG Gold – Mines & Metals Fund 
please visit our website: 

 
 

www.serafin-am.com 
 

Contact us for further information: 
 
Distribution Switzerland: 
Serafin Asset Management AG 
Bahnhofstrasse 29 
CH-6300 Zug 
T +41 41 726 71 71 
****** 
 
Distribution Germany: 
Serafin Asset Management GmbH 
Börsenstrasse 13-15 
DE-60313 Frankfurt am Main 
T +49 69 950 647 140 
****** 
 

 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 

http://www.serafin-am.com/


 

Status of information as of November 2023 
Please note the important information at the end of the document 
 
 

 
 

AMG Gold - Mines & Metals Fund  
Operational leverage in the gold sector 

 

 

 
 
 

 
 

 

Important information 

This document is a marketing communication prepared for information purposes only. It constitutes neither an offer nor a recommendation to buy or 
sell shares of investment funds. This advertising communication is also not a personal recommendation or investment advice and cannot replace such.  

The information, analyses, opinions, and forecasts contained herein are based on our knowledge and market assessment at the time of preparation – 
subject to change and amendment. Some of this information is based on data we have obtained from external sources and is considered reliable. How-
ever, Serafin Asset Management does not guarantee the accuracy or completeness of this information; furthermore, Serafin Asset Management and its 
affiliates and their respective directors, officers, and employees assume no responsibility or liability for any errors or misrepresentations made by any 
third party in the data. Serafin Asset Management assumes no liability for the content's accuracy, timeliness, and completeness or the occurrence of 
forecasts. Forecasts and historical performance are no guarantee of actual future performance. The price of a fund share can go down as well as up. It 
is possible that investors may not get back the amount originally invested. The performance data does not consider the commissions and costs charged 
on the issue and redemption of units. Trading in financial instruments is associated with risks. 

The Fund referred to in this document may only be offered for sale or sold in jurisdictions or to persons in which or to whom such an offer or sale is per-
mitted. The fund may only be advertised if such advertising complies with the applicable legal provisions and regulations. The fund is authorized for 
distribution to private clients in Germany and Switzerland within the meaning of Section 67 (3) WpHG and Article 4 (2) FinSA. For further country au-
thorizations, please contact Serafin Asset Management GmbH in Frankfurt am Main/Germany or Serafin Asset Management AG in Zug/Switzerland or 
visit www.serafin-am.com. 

For investors in Switzerland, the legal fund documents (prospectus, key investor information document (PRIIP-KID), annual and semi-annual reports) 
are available free of charge from Serafin Asset Management AG, Bahnhofstrasse 29, CH-6300 Zug and at www.serafin-am.com or from the fund ma-
nagement company and the Swiss representative LLB Swiss Investment AG, Claridenstrasse 20, CH-8002 Zurich. For German investors, the relevant 
documents are available from Serafin Asset Management GmbH, Börsenstrasse 13-15, D-60313 Frankfurt am Main and at www.serafin-am.com and 
from the respective information agent in Germany for the following funds: ODDO BHF Aktiengesellschaft, Bockenheimer Landstr. 10, D-60323 Frank-
furt am Main in the case of AMG Gold - Mines & Metals Fund and DONNER & REUSCHEL Aktiengesellschaft, Ballindamm 27, D-20095 Hamburg in the 
case of AMG Schweizer Perlen Fund, in each case in paper form, or electronically at www.fundinfo.com. 

Subscriptions for fund shares can only be accepted based on the relevant fund documents. The fund documents contain detailed risk information. 
Please read the relevant fund documents before making a final investment decision.  

Shares of this investment fund may not be offered, sold, or delivered in the USA or to US persons (as defined under Regulation S of the US Securities 
Act of 1933 and/or Rule 4.7 of the US Commodity Futures Trading Commission, in the respective valid versions). 

Serafin Asset Management AG, Zug/Switzerland, is prudentially regulated and supervised as a "manager of collective assets" by the Swiss Financial 
Market Supervisory Authority FINMA. 

Serafin Asset Management GmbH, Frankfurt am Main/Germany, is an asset management company regulated by the German Federal Financial Super-
visory Authority (BaFin) and is subject to its supervision. 

This document (or parts thereof) may not be reproduced in any way without the prior written permission of Serafin Asset Management. 

© 2023 Serafin Asset Management. All rights reserved. 
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