


  
TRANSCRIPT: EPISODE 29
24 October 2019 (pre-recorded 26 September 2019) 

Below is a transcript of the episode, modified for your reading pleasure. Please check the 
corresponding audio before quoting in print, as it may contain small errors. Please 
remember we’ve been discussing individual companies to bring investing to life for you. It’s 
not a recommendation to buy or sell. The fund may or may not still hold these companies at 
your time of listening. For more information on the people and ideas in the episode, see the 
links at the bottom of the post.  

[INTRODUCTION]  
Darius McDermott (DM): Hello and welcome to the Investing on the go podcast brought to you 
by FundCalibre, I’m Darius McDermott and today we’re joined by Ned Neylor Layland, fund 
manager of the Merian Gold & Silver fund. Thank you for coming and talking to us Ned.  

[INTERVIEW]  
[0:19] 

DM: I know you’re extremely passionate because we’ve met several times over the years about this 
particular subject, but gold it is quite an interesting thing and you do have physical gold as well as 
gold equities which we will come onto. How do you go about buying a piece of gold and where do 
you store it? Is it in a bank vault with your name tattooed to it? I’m sure some of our listeners would 
be really interested in the practicalities, could you give us an explanation on that? 

Ned Naylor-Leyland (NNL): Sure, there are many ways you can go about that Darius. The key is 
to do it in a cost-effective but well custodidied way so there are sort of limitless options to invest in 
‘one times the gold price’ and we buy what are called bullion funds - they’re listed instruments in 
the US and Canada, your name isn’t on a specific bar, but the products are redeemable in principle. 
So investors could redeem physical [gold] for shares within the product, the ones that we buy cost 
about 0.4% per year to hold, if you did it yourself in bank vault it would probably cost you 
somewhere between 1-2% maybe in 3% per year.  

DM: So it’s a cost effective way of actually holding physical assets.  

NNL: It’s not just that, it’s also the case that within a UCITS fund you have to hold it as securities 
anyway so we couldn’t, even if we wanted to, hold physical in a vault and for me to go in and audit 
it on a regular basis. That wouldn’t actually work on a practical level and you’re not allowed to do 
that under the rules.  
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[1:50] 

DM: You also invest in shares of gold mining companies, could you give us an example of one such 
company? And is gold the only thing they mine, or is it a diversified type of mining operation? 

NNL: Well, they very rarely only mine one thing. You find the odd stock where you’ll get 90% in 
one particular metal but generally no. And in gold and silver, one of the reasons for running a gold 
and silver fund is a lot of silver is found with gold and gold is found with silver.  

So Fresnillo would be the one I would suggest to you on the bias it’s London listed. That’s about 
equally spilt in terms of revenue between gold and silver, it’s a Mexican sliver mining company. At 
least we call it that because we’re expecting silver to outperform gold in the next two to three years, 
at which point more than half of the revenue will come from silver. It’s a big geographical 
endowment right in central Mexico and beyond the gold and silver they don’t mine much else, but if 
you move beyond that you’ll generally find that lead and zinc is mined with silver, and copper is 
mined with gold, so you find very big open pits, open castes, copper gold mines all over the world 
and you find a lot of underground lead, zinc, silver mines around the world.   

[3:11] 

DM: I mentioned in the introduction this is a gold and silver fund and you’ve just touched on silver 
there, so lets go straight into silver. You can invest a substantial proportion of this fund in silver, can 
you tell us more about why you choose gold and silver and maybe why particularly silver today? 

NNL: Sure, so gold and silver are what we call monetary metals. People call them precious metals 
but, within precious metals - which also includes platinum and palladium - you have monetary 
metals which are gold and silver. Gold and silver historically have been money: sterling being a 
pound of sterling silver, that’s where the word ‘pound sterling’ comes from, it’s from silver, it’s also 
true of dollars. But gold and silver exist in foreign exchange markets even today, which is not true 
of these other things - platinum, palladium, etc.  

So when you think about gold, really you should be thinking about silver as well, they’re really one 
thing. Silver is just the more volatile of the two metals. 

DM: From a pricing perspective? 

NNL: Yeah, from a pricing perspective. Now that can flex quite a lot. Now sometimes silver is 
doing around the same as gold, sometimes it’s doing slightly less than gold, so if gold goes up 10%, 
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silver might go up 8%, but equally there are periods where silver can do up to 10 times what gold 
does. Now generally that’ll be when they’re both going up. That’s a function of several things, but a 
lot of that is to do with industrial users of silver, so that’ll be car manufacturers, electronics, the 
military, people like that, they can get quite nervous about ‘just in time’ silver deliveries, so they 
tend to sort of jump into the market when it gets hot because they want to secure supply just in case 
there’s an issue in deliveries.  

But silver can do tens times, so the last time that happened was in 2011, that was the last year were 
gold and silver were in a bull market driven by loose monetary policy. Gold went up 30% that year, 
silver went up 300% that year.  

DM: Wow.  

NNL: And this is a trend, or a theme as you say, that we play strongly in the portfolio because silver 
- you want access to silver when the asset class is doing well. You don’t want silver really when it’s 
not doing well: must be clear about that.  

[5:28] 

DM: But that’s one of things you do in the fund, you balance the gold and silver ratio. So I’m 
guessing from what you’ve said today, you’ve got a decent chunk of silver at the moment.? 

NNL: Yeah, we’re 50% spilt straight through the portfolio so we have about 18% in bullion, equally 
spilt between gold and silver, and then equally sort of 40+% in both sort of types of mining equity. 
But the thing to realise about silver is that, in terms of their pricing point at the moment, you can 
have, sometimes I like to put it like this: you can have two plates. On one plate you can have an 
ounce of gold, on another plate you have 84 1-ounce coins of silver. These two things buy you the 
same amount of stuff all around the world and you can choose, or I’m going to make you choose, 
between one or the other, which would you rather have?  

The interesting observation is that in the West, people generally will go for the silver, because 
they’ll be attracted by the large number of coins, the potential value proportion of the larger 
number. And in Asia, people will always go for the gold coin, they’ve got no interest at all in the 
fact that there are 84 silver coins.  

Equally, by the way, when silver goes through a big number like 100-200 dollars an ounce, which is 
a long away from where we are now by the way, they will become attracted to the high price point 
of silver. It’s called being a given good. But this discounted rate of 84 to 1 is very very high in 
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historic context. So silver is very cheap compared to where it’s been in the past and we see this ratio 
going down a lot in the next few years, probably going down towards something like 40 to 1.  

When you have a portfolio full of silver mining equities as well as gold mining equities, that should 
play in our favour.  

[7:12] 

DM: Excellent. Then to the investment case for gold, silver and their mining shares as an 
investment - what sort of role do you see them playing in an investors portfolio? 

NNL: Well look I’ve always taken the view this is particularly important because of where we are 
in the long cycle. Now I’ll come back to that in a second, but even if you disregard that point and 
say you’re trying to market time things and look at it on a more academic basis, gold probably 
should be in portfolios because it’s a non-correlated asset class and there are very few of those that 
qualify in the modern financial markets as being diversified. Most things behave the same way, 
partly a function of QE [quantitative easing], this strange world that we’re in where things do 
behave the same way and gold doesn’t, so it should be there anyway. But I think the key here is we 
have a lot of risk in money: so the risk in the system is in money, not in assets.  

This confuses a lot of people because they look at the behaviour of equities or bond markets and 
think there’s something wrong, but I’m going to say no, what’s wrong is in money. Because the 
central banks have issued two to twelve times more money into the system since 2008 and that’s 
where the risk lays. So this product is set up to be a hedge, to be insurance, against the risks in 
money. People I think would probably understand that conceptually if you held sterling, or even 
dollars, under the bed for two or twenty years from this point forward, you wouldn’t expect it to buy 
the same and probably you’d expect it to buy a lot less. And that’s the whole point of gold and of 
silver and of a fund like this, is to hedge those risks that are there, are quite big, and aren’t well 
covered by other assets you might have in a portfolio.  

DM: So basically, the hedge against inflation, but also a good diversifier against equities and bonds, 
so I think in the recent volatility in the sort of the summer months in 2019, as equities particularly 
had a volatile time, actually gold and silver did very nicely for us. So I think that’s good evidence 
on the diversification and then finally, why today?  

[9:35] 
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What is really, you know you’re always a big bull on your asset class, but today I know more than 
ever you’re fist pumping, table smashing, lets go, gold time.  

NNL: Yeah, thats just to do with the fact that we’ve been through a period of six or seven years 
where the central banks have been pretending and it has just been a pretence all along, pretending 
that they can continue to hike [interest] rates, unwind their balance sheet and go back to the 1980s. 
You’d have heard me say that before Darius.  

DM: I have.  

NNL: And that was never going to happen, but they did sell that ruse to the market and to people 
for a very long time. Now this year, that’s gone. They’ve given up on that narrative that’s been there 
for a long time and we’ve gone back towards: we’ve got to support, we’ve got to provide more 
stimulus, they’re going to do more QE.  

DM: There’s more of this extra money pumping in.  

NNL: Exactly right and that’s what drives gold and silver prices higher so that’s why, right now, 
I’m even more sort of ‘on’ you about this asset class than normal.  

DM: Ned, that’s absolutely fascinating, thank you so much for taking the time to talk us through not 
just gold but silver and it’s position in a portfolio and why you’re so particularly attracted to it 
today. I’m Darius McDermott and if you’d like more information on the Merian Gold & Silver fund 
or the Investing on the go podcast, please subscribe to fundcalibre.com
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