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•                                                                   •GLOBAL Resources PORTFOLIO

Investment Objective

The Global Resources Portfolio seeks long term growth of 
capital and protection against infl ation and monetary instability by 
investing in high quality companies involved in the mining, pro-
cessing and transportation of natural resources of any kind.

Investment Process

Top-down global approach to sector and industry allocation, 
combined with a bottom-up style of stock selection. The 
investment process begins with a top-down, global economic 
assessment to identify undervalued natural resources and 
commodity related sectors. Newgate uses fundamental analysis, 
investment experience and professional judgment to evaluate 
the impact of current geopolitical and macroeconomic factors on 
natural resource companies worldwide. 
 Newgate uses both quantitative and fundamental analyses for 
security selection. A rigorous, bottom-up approach focuses on a 
combination of relative valuation analysis and strategic business 
evaluation. In addition to attractive price levels, Newgate 
focuses on large and medium capitalization companies with domi-
nant market share, a high degree of fi nancial transparency and 
good corporate governance.

The Firm

Newgate Capital Management LLC is a privately held global 
investment advisor located in Greenwich, Connecticut. The fi rm 
provides investment management services to private, corpo-
rate and public funds, educational and charitable institutions, 
healthcare organizations and private clients.
 Newgate’s primary mission is to provide superior risk-
adjusted performance for their clients. Founded in 1982 
on the philosophy of top-down, value oriented investing, 
Newgate has grown to become one of the world’s leading 
investment houses. 

Investment Review

Natural resource investments continued their 2009 rally as the 
global economy showed positive signs of recovery. The increase in 
economic activity across most of Asia, China in particular, boosted 
commodity prices. The Dow Jones-UBS Commodity Index gained 
4.3% during the quarter as base metals, energy and agricultural 
commodities all rose.  Year to date, the Index has increased 9.1%. 
Commodity equities generally outperformed most futures based 
investments, with the S&P Global Resources Index up 11.5%. The 
Newgate Global Resources Portfolio surged 18.8% during the quar-
ter and is up 43.9% year to date.  
 Market Review. One of the central reasons for the supe-
rior performance of commodity equities over commodity futures 
is the current shape of the futures curve. Future prices can either 
be lower than today’s spot prices (referred as backwardation) or 
higher (contango). During periods of contango, investors suffer 
as managers must buy contracts at prices higher than current 
spot prices. Given that many markets are in contango, commodity 
index returns have lagged commodity equities.
 Portfolio Review. At the beginning of the year we 
focused the Portfolio on “early stage cyclicals” – industries that 

tend to outperform as the economy is beginning to recover. 
Principal among this group are base metals miners and related 
servicing companies. This cycle has been true to form, with the 
HSBC Global Mining Index up 40% during the quarter and up 
over 100% year to date. Copper and zinc prices both rose 25% 
during the quarter; copper has doubled and zinc is up over 50% 
for the year. 
 We have sold into this strength. Diversifi ed mining com-
panies, which generally have large amounts of iron ore along 
with other metals, and pure play copper companies have been 
reduced. Aluminum companies were eliminated. However, we 
have added exposure to both zinc and nickel companies, which 
have remained attractively valued despite the recent run up in 
metals prices. 
 As the global economy recovers, we believe that “later stage 
cyclicals,” including energy and steel, are likely to have better 
performance. Oil has been in a trading range around $70/
bbl since May and rose just 1% during the quarter. Natural gas 
prices in the US rose sharply in the last two weeks of the quarter 
after plummeting for most of the year. These price increases 
have occurred despite the large amount of both commodities in 
storage; buyers are hoping for a stronger global economy and a 
colder winter in the US to absorb this inventory. The XOI index 
of oil companies rose 11.5% and the XNG index of gas compa-
nies rose 20.7% during the quarter.
 We have been cautiously increasing our allocation to energy. 
Approximately half of the Portfolio’s 40% position is in explora-
tion and production companies, with another 10% invested in 
servicing names. In both industries we have favored gas compa-
nies over oil. We have eliminated thermal coal (used for power 
generation) companies, in favor of those that have some expo-
sure to coal used in steel making. 
 Gold climbed steadily during the quarter, especially when 
contrasted to the high volatility experienced late last year. Spot 
prices were up 9% and the XAU index of gold miners rose 19%. 
In a reversal of the last decade, global central banks have been 
adding gold to their reserves. China, Russia and The Philippines 
have boosted gold reserves, while European central banks remain 
net sellers. Given price appreciation and additional purchases, 
gold and silver companies currently represent 9% of the Portfolio. 
 We also added utilities to the Portfolio. Much like energy 
refi ners, utility companies are an investment that benefi ts from 
low commodity input prices, especially natural gas. Agriculture 
was reduced by selling some fertilizer and seed company stocks, 
though the sector still represents over 16% of the Portfolio. Sugar 
was added to capture supply and demand imbalances currently 
in that market.

Outlook. Two factors are likely to determine the perfor-
mance of commodity investments over the next 12 months: the 
strength of the global economy (especially China) and the rela-
tive strength of the US dollar. Natural resource companies are 
still pricing in very low demand; therefore, even a modest uptick 
in the economy is likely to be viewed as positive. As the economy 
recovers, we believe that the US dollar will continue to decline. 
The Federal Reserve has stated clearly that it will err on the side 
of “too much monetary stimulus” and risk infl ation rather than 
to withdraw stimulus too soon and weaken the economy. The 
combination of a stronger than expected economy and loose 
monetary policy bodes well for continued strength in the natural 
resource markets.
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Sector AllocationNewgate Performance as of 09/30/09
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iPath DJ-UBS Livestock ETN United States 3.1
Potash Corp of Saskatchewan Canada 3.0
Transocean United States 3.0
Apache United States 2.9
Consol Energy United States 2.9
Foster Wheeler United States 2.7
Silver Wheaton United States 2.6
Rio Tinto Great Britain 2.6
Cliffs Natural Resources United States 2.6
Mosaic United States 2.6

Top Ten Holdings (%)

Portfolio Characteristics

Average Number of Holdings  50-70
Average Market Cap  $23.7 bn
Current Yield  1.7%

 Cumulative Return Annualized Return
  DJ-UBS  DJ-UBS
 Newgate Index Newgate  Index
3Q09 18.77 4.25
YTD 43.87 9.06
2008 -56.22 -35.65
2007 51.14 16.23  
2006 14.16 2.07  
2005 29.20 21.36   
1 Year -10.20 -23.71  
3 Year 4.92 -14.03 1.61 -4.91
5 Year 46.90 -3.46 8.00 -0.70
Inception 80.34 0.46 11.50 0.09
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Investment products: not FDIC insured, no bank guarantee, may lose value.
for further information, please visit our website at: www.newgatecapital.com

Past performance is no guarantee of future results. Performance may vary across accounts. Returns are calculated using a time-weighted market value assuming reinvest-
ment of dividends. Performance is reported net of management fees, commissions, and other direct expenses, but before custody charges, withholding taxes, and other 
indirect expenses. Performance shown is compared to the Dow Jones-UBS Commodity Index, a broad-based securities index that is unmanaged and not subject to fees 
and expenses. Investments cannot be made directly in a broad-based securities index. Any securities, sectors and markets listed are included for illustrative purposes at 
the time of publication and may not be held by accounts currently managed by Newgate. The securities identifi ed do not represent all of the securities held in client 
accounts. It should not be assumed that any investments identifi ed were or will be profi table. © 2009

Energy  41
 Exploration/Production 20
 Service/Drilling 10
 Integrated Oil & Gas 5
 Coal 3
 Engineering/Construction 3

Materials  34
 Diversifi ed Mining 11
 Gold 6
 Copper 5
 Steel 3
 Silver 3
 Machinery Equipment 2
 Nickel 2
 Zinc 2

Agriculture  16
 Chemicals 11
 Livestock 3
 Operations 1
 Sugar 1

Power Generation & Distribution  5

Transportation  1

Cash  3


