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Producer de-hedging surges by over 50% to new record in 2004

Gold producers cut an estimated 424 tonnes from their outstanding hedge positions in 2004.  This is one of the key findings of 

GFMS’ latest report on the gold market, Gold Survey 2004 - Update 2, released today.  Bruce Alway, senior analyst with the London-

based precious metals consultancy, gave a summary of the report’s findings at a conference in Toronto.

Commenting at the event, Alway noted, “in its fifth consecutive year, producer de-hedging reached a new peak with a provisional 

424 tonne reduction in the global delta adjusted hedge book in 2004”.  Two-thirds of the decrease was concentrated in the six 

months from April to September when gold prices were generally lower.  

Addressing the question of the mechanics of the process, Alway remarked that an estimated 70% of de-hedging was achieved 

through scheduled deliveries whilst buy-backs accounted for the balance.  Buy-backs were motivated by a number of factors.  The 

high profile financial collapse of Australian miner, Sons of Gwalia, led to a “forced” buy-back, whilst Thistle Mining and OceanaGold 

respectively cited underperformance and administrative difficulties as part of the reason for the closure of their hedge programmes.

Corporate activity was also an important driver in last year’s record level of de-hedging.  Two major deals in 2004 saw hedge books 

exchange hands and, in one case, substantially cut and, in the other, completely closed out.  On a company basis (in all instances on 

a nine month basis to September), Sons of Gwalia led the de-hedging table, having contributed 66 tonnes to the decline.  AngloGold 

Ashanti’s combined hedge book was reduced by 60 tonnes from their respective positions reported at end-December 2003.  Barrick 

reduced its outstanding position by 56 tonnes, whilst compatriots Placer Dome registered a 36 tonne drop.   Other noteworthy 

contributors to the decline in the producer book were Newcrest (32 tonnes), Oceanagold (30 tonnes), Avgold (18 tonnes) and 

Cambior (17 tonnes).

De-hedging is forecast to be scaled back in the first half of 2005 to around 143 tonnes.  Higher prices and the smaller size of the 

global hedge book explain much of the slow down.
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