
THE GOLD MARKET
The gold price is a primary factor influencing AngloGold 

Ashanti’s financial performance. In 2013, the gold price 

registered its first annual decline in 12 years, with the company 

receiving an average monthly gold price of $1,401/oz during 

the year, compared with $1,664/oz in 2012. The rapid decline 

in the price necessitated swift and decisive action by AngloGold 

Ashanti’s management team to restore profitability and 

promote the economic sustainability of the business. These 

actions, discussed elsewhere in this report, included significant 

overhead and operational cost savings along with the revision 

of mine plans and a review of our portfolio. See the CEO’s 

Review, pages 12 to 15.

The decline in the gold price was related to several factors, most 

notably a decision by the US Federal Reserve to start slowing 

its monetary stimulus, or quantitative easing programme, 

which had been used to inject liquidity into financial markets 

and mitigate the worst effects of the global financial crisis. This 

tapering, first hinted at early in the second half of the year, 

brought forward expectations of rising interest rates, which 

in turn corresponded with retracement of the gold price and 
a general investor exit from so-called ‘risk-assets.’ When the 
exit from this monetary easing started in December, the impact 
extended to emerging market currencies. While the trajectory 
of the tapering programme was far from certain even in early 
2014, the Federal Reserve’s policy will likely continue to have 
an impact on the gold price.

INVESTMENT DEMAND
Steady liquidation of gold held in exchange traded funds (ETFs) 
persisted throughout 2013. A total of 29Moz was sold from 
combined ETF holdings in 2013, more than the total invested in 
gold ETFs in 2011 and 2012 combined. Most of this liquidation 
occurred in the second quarter when around 14Moz were sold, 
coinciding with the largest fall in the quarterly average gold 
price by $366/oz. At the end of the year, ETF gold holdings 
totalled 60Moz.

Despite these sales, largely by institutional investors, according 
to the World Gold Council (WGC), demand of 53Moz for bars 
and coins from the retail sector, more than matched supply of 
28Moz from ETF liquidations. 

CONTEXT – ANALYSIS OF EXTERNAL ENVIRONMENT
Identifying and addressing material issues

AngloGold Ashanti’s external environment – not least prevailing sentiment in the gold market, resource 
nationalism, community expectations and the expectations of labour in particular – can have an 
impact on margins and thus the ability to generate sustained free cash flows, which in turn may affect 
the company’s short- to long-term economic viability.

Average monthly gold price
January 2012 to December 2013 ($/oz)
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$1,747/oz (1)

2012 2013

$1,225/oz (2)

(1) Monthly high for the 24-month period.
(2) Monthly low for the 24-month period.
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Speculative selling of gold, as reported by the Commitment 
of Traders Report (COTR), however, re-emerged in 2013 after 
several years at a negligible level. Record short positions of 
between 16Moz and 17Moz were established during June 
and July. 

Central banks have been a strong source of demand since 2010, 
the year in which they reversed decades of net selling. Official 
sector net purchases of 14.6Moz in 2011 rose to 17.2Moz 
in 2012. However, official sector net purchases for 2013 are 
estimated by the WGC to have declined to between 12Moz to 
13Moz. Nevertheless, central banks remain an important source  
of demand, accounting for purchases of 12Moz in 2013.

JEWELLERY DEMAND
In addition to the record demand for bars and coins, the jewellery 
market was also robust, with Chinese and Indian jewellery 
markets absorbing much of the metal from ETF liquidation. 
Indian demand remained strong despite tariffs imposed by 
the Indian government on gold imports in an attempt to curb 
a burgeoning current account deficit. In China, total demand 
for bars, coins and jewellery of 34Moz in 2013 compared with 
26Moz in 2012. In India, demand for these categories totalled 
31Moz in 2013 and 28Moz in 2012.

RESOURCE NATIONALISM AND  
COMMUNITY EXPECTATIONS
Maintaining constructive and transparent relationships with 
governments and local communities is critical to running a 
sustainable mining business.

There remains vigorous debate regarding the balance of 
the benefits from mining which accrue to shareholders, 
governments, communities and others. 

Stakeholder expectations are influenced by prevailing prices, 
with higher prices often leading to demands for increased 
royalties and taxes, and calls from communities for companies 
to play a greater role in local development. In addition, some 
jurisdictions are promoting policy and legislation to encourage 
local value addition, or beneficiation, to their natural resources 
in order to develop secondary industries.

The establishment of a commercial mining operation may create 
competition for resources, such as land and water. The challenge 

is for companies to provide a net benefit to the communities 
and societies in which they operate, covering a range of issues 
including public and employee health, and environmental 
stewardship. Where legacy issues exist, companies are often 
called upon to assist in their remediation in order to ensure a 
constructive relationship with their communities.

AngloGold Ashanti seeks to engage governments, communities 
and other interested parties on a range of issues that are of 
mutual importance, either in its own right, in public forums or 
through its membership of representative industry bodies. 

In a notable initiative in 2013, the company was instrumental in 
initiating dialogue between leaders in the global mining industry 
and senior leaders at the Vatican, which sponsors a range of 
NGO activity in mining jurisdictions.

AngloGold Ashanti’s perspectives are guided by its values, 
Code of Ethics and other policies, frameworks and standards. 
The general approach is to acknowledge the need to create 
and share value, while cautioning on the need to ensure that 
tax regimes and other socio-economic conditions allow for 
operations to be profitable throughout their operating lives. 
The sustainability of AngloGold Ashanti’s business depends on 
public acceptance of its activities – that it earns and maintains 
its social licence to operate.

AngloGold Ashanti seeks to optimise the benefits to 
communities of the infrastructure and facilities developed for 
mining activities and, in addition, to devote a portion of its 
profits to local economic development in mining communities 
and, where applicable, in areas from which its labour originates. 

“ There is vigorous debate on the balance of 
benefits from mining which accrue to shareholders, 

governments, communities and others. ”
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The company also aspires to do no harm. To this end, over and 
above existing policies, the company adopted a human rights 
policy during 2013 that is now being implemented.

AngloGold Ashanti’s membership of or affiliation with the ICMM, 
the UNGC, the Responsible Jewellery Council, the EITI and  
the VPSHR reinforce the company’s commitment to mining 
gold responsibly.

The public burden placed on the South African mining 
industry is significant and has been rising progressively. The 
South African government has proposed amendments to the 
Minerals and Petroleum Resources Development Act (MPRDA), 
which include designating certain minerals as strategic and 
empowering the Minister to set prices for such minerals. 

The industry, through the Chamber of Mines, while supporting 
policies that would enhance the use of the country’s mined 
products by secondary industry, is seeking to discourage this 
far-reaching provision which, it is feared, could discourage 
investment. There has been no suggestion that gold might 
be one of the designated minerals. However, as a company 
we share concerns about the impact such legislation may 
have on overall investor confidence.

The Mining Charter, which is due to expire at the end of 2014, 
is under review. The Chamber of Mines is preparing to engage 
with the Department of Mineral Resources and organised 
labour on behalf of the gold mining industry. AngloGold Ashanti 
will, as usual, play an active part in this process.

Many of the tax environments within which AngloGold Ashanti 
operates have become increasingly uncertain. Amendments 
to tax laws and legislation may result in higher tax expenses 
and payments. AngloGold Ashanti is regularly examined by tax 
authorities in the various jurisdictions of operation.

For example, in Ghana, where AngloGold Ashanti has a stability 
agreement, in 2013 the government proposed a windfall tax 
on the mining industry which was subsequently postponed. In 
Tanzania, royalty rates were increased by one percentage point 
and royalties in Brazil are also likely to increase.

Globally, tax and royalty rates have been increasing. It is 
the company’s role to encourage and facilitate a better 
understanding of mining operations, the production costs 

involved, the substantial long-term capital investment required, 
and long lead times that occur before realising investment 
returns and showing demonstrable benefits to stakeholders. 

LABOUR CONDITIONS
The two key labour issues affecting the company are a global 
skills shortage and labour relations, particularly in South Africa 
where about half of the company’s workforce is employed. 

The downsizing of the mining sector globally has not necessarily 
led to an adequate supply of critical skills for the industry. 
Furthermore, given the often remote location of mining operations, 
the industry is not that attractive to younger graduates.

Another area of concern is the rate of employee turnover in 
key roles and the time taken to fill jobs at middle and senior 
management (those with eight to 10 years of experience). 
Many young mining graduates do not stay in the mining 
industry for longer than two to three years, opting instead for 
jobs in financial services. 

The labour relations challenges and the unprocedural 
strikes that affected the South African mining industry in 
2012 and 2013 are well documented. Most significant was 
the emergence of AMCU as a large union representing 
mineworkers, largely at the expense of NUM, which suffered 
significant membership losses. This was especially so at the 
West Wits operations.

Engagement with labour in South Africa in 2013 was dominated 
by biennial gold sector wage negotiations, which were impacted 
by the emergence of AMCU. Following a three-day industry 
wage strike by NUM members at our Vaal River operations, 
an agreement was signed by three of the representative 
unions including the NUM. Although AMCU did not sign the 
agreement, the agreement was applied to all employees 
within the bargaining unit as agreement had been reached 
with collectively, unions representing 63% of employees in the 
sector. For details of the wage agreement, see the Review of 
Operations on pages 37 to 65 of this report.

This discussion on the external environment and related material 
issues should be read in conjunction with our approach to risk 
on pages 81 to 87, and the discussion on the identification of 
material issues on pages 22 to 23 of our Annual Sustainability 
Report 2013.

CONTEXT – ANALYSIS OF OUR  
EXTERNAL ENVIRONMENT continued

Identifying and addressing our material issues
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