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Avoiding bubbles and un-earthing 
gems: A Capital Cycle Approach
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The Capital Cycle: A framework for contrarian thinking

Source: Hosking Partners.
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The Capital Cycle

Source: Hosking Partners.
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The Capital Cycle

Source: Hosking Partners.
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A Capital Cycle Approach 
to Investing 
March 2023

Source: https://www.hoskingpartners.com/articles/the-ai-paradox%3A-capital-questions

Bubble avoidance



Page 6
Source: Morgan Stanley $3tr, Nvidia $4tr, McKinsey $5tr. 2024 US GDP US$30 trillion.

The trillion dollar question

AI Datacentre spend to 2030

$3 - $4 - $5
Trillion
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Source: Hosking Partners estimates. Sep 2025.

The trillion dollar question (part 2)

Revenue required to generate 
a 10% ROIC

$3 - $4 - $5
Trillion
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Source: Google Images (Creative Commons). https://finance.yahoo.com/news/mark-zuckerberg-says-meta-misspending-100400585.html

“If we end up 
misspending a couple of 
hundred billion dollars, I 
think that is going to be 

very unfortunate, 
obviously”
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“I am willing to go 
bankrupt rather than 

lose this race”

Source: Google Images (Creative Commons). Larry Page quote is not directly attributable but has been widely reported. 



Page 10
Source: Empirical Research Partners Analysis. ROIC defined as EBIT divided by the average of beginning and end of period Invested Capital (Shareholders' Equity + Long-Term 
Debt).  Incremental ROIC is the increase in EBIT from Q1 2024 to Q1 2025, divided by the change in invested capital over that same period. Quote by Edward Chancellor.

A reversal in return on invested capital

“It is a company’s return on capital, not changes in quarterly earnings, 
which primarily determines the direction of its share price”

0

5

10

15

20

25

30

35

40

Microsoft Alphabet Amazon Meta

Last 12 months Incremental Q1 Incremental AI Roll out?

%



Page 11

0

100

200

300

400

500

12
20

12
22

12
24

12
26

12
28

12
30

12
32

12
34

12
36

12
38

12
40

12
42

12
44

12
46

12
48

12
50

12
52

12
54

12
56

12
58

12
60

12
62

12
64

12
66

12
68

12
70

12
72

12
74

12
76

12
78

12
80

12
82

12
84

12
86

12
88

12
90

12
92

12
94

12
96

12
98

12
00

12
02

12
04

12
06

12
08

12
10

12
12

12
14

12
16

12
18

12
20

12
22

12
24

British Railway Price Index

Inflating the 
bubble Deflating 

the bubble 
Successful technology, 
poor investment!

An asylum of railway lunatics

Source: Chart reconstructed from - The Growth and Fluctuation of the British Economy 1790-1820 (2 vols.), Oxford: Oxford University Press, 1953. K.C. Smith and G. F. 
Horne, An Index Number of Securities, 1867-1914, London and Cambridge Economic Service Special Memorandum, no.37. Banker’s Magazine and Railway Times (various 
issues 1849 to 1868). “Engines That Move Markets” by Alasdair Nairn. D.G. Gayer, W.W. Rostow and A. J. Schwartz.
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Old economy stocks outperforming Mag 7

Source: FactSet. Mag 7 index cap weighted. MSCI AC World/Banks Index, MSCI AC World/Metals & Mining Index. As at 30 Sep 2025.

0%

5%

10%

15%

20%

25%

30%

35%

40%

45%

50%

Mag 7 Banks Metals & Mining

Ye
ar

 t
o 

da
te

 p
er

fo
rm

an
ce

 (U
SD

)

Mag 7 Banks Metals & Mining

The tide has turned



Page 13

A Capital Cycle Approach 
to Investing 
March 2023

Source: https://www.hoskingpartners.com/articles/rolling-in-the-deep%3A-the-capital-cycle-in-pgms

Unearthing gems
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A Capital Cycle Approach 
to Investing 
March 2023

The cure for low prices is 
low prices!!!

Source: Hosking Partners.
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Source: Hosking Partners. FactSet. For period 31 Jul 1989 to 30 Sep 2025.  

Platinum - three decades of going nowhere…until boom!
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The industry has not invested in new supply

Source: UBS. Sector Keys: South African Mining. 09 Sep 2024. Capital intensity ($/oz real). Johnson Matthey Company date, UBS estimates.
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The supply of ounces is falling…fast!

Source: Northam Platinum Holdings – operational and financial results for the year ended 30 Jun 2025.
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Source: WPIC – Platinum Essentials. Q2 2025.  Metals Focus 2022 to 2023 (palladium) and 2022 to 2025f (platinum), Company guidance, WPIC Research.
All estimates for platinum from 2026f to 2029f included in this report are WPIC forecasts, with the exception of mine supply which is based solely upon publicly published company 
guidance. Palladium estimates from 2024e to 2029f in this report are WPIC forecasts, again with the exception of public company guidance for mine supply.
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…Leading to a looming PGM deficit

Platinum and Palladium
Supply-Demand Balance

https://platinuminvestment.com/files/essentials/WPIC_Platinum_Essentials_February_2025(UpdatedWPICtwo-tofive-yearsupplyanddemandoutlook).pdf
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The Capital Cycle – the good, bad & ugly
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“Prediction is difficult, 
especially about the 

future!”

Source: Niels Bohr

Niels Bohr
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Source: Thunder Said Energy, data shows PGM demand encompassing platinum, palladium and rhodium. Sep 2024. 

Upside for PGMs?

?

If BEVs plateau, PGM demand remains robust 

60% EV sales in 2050

90% EV sales in 2050
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A Capital Cycle Approach 
to Investing 
March 2023

Replacement cost analysis – a forgotten art?

Source: https://www.angloamericanplatinum.com/media/multimedia-library/process, Rustenburg base metal refinery.

https://www.angloamericanplatinum.com/media/multimedia-library/process
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Source: Alamy.

Robert Mugabe Julius Malema Vladimir Putin

Partners in a new build?
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A Capital Cycle Approach 
to Investing 
March 2023

Stocks Enterprise 
Value ($bn)

Replacement 
Cost est. ($bn)

Discount to 
replacement 

cost

11.4 17.2 66%

18.5 22.5 82%

200m 240m 83%

8.9 9.7 91%

Average

Source: FactSet, Hosking Partners estimates. Alamy, company websites. USD. Sylvania Platinum figures in USDm. Weighted averages for replacement cost and peak earnings totals 
based on the enterprise value. Oct 2025. The portfolio holds all of these securities. This does not represent all the securities purchased or sold. Further details of the calculation 
methodology and a list showing every holding’s contribution to overall performance during the period is available upon request.

Smelting assets valued below replacement cost

81%
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Source: Alamy, company websites.  Some images have been cropped. The portfolio holds all of these securities. This does not represent all the securities purchased or sold. Further 
details of the calculation methodology and a list showing every holding’s contribution to overall performance during the period is available upon request. 

The Hosking Partners PGM basket

SYLVANIA
PLATINUM LIMITED
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Source: FactSet.  Total returns in USD from 01 Jan 2025 to 01 Oct 2025.  PGM basket consists of Chalice Mining, Impala Platinum, Northam Platinum, Sibanye Stillwater, Sylvania 
Platinum and Valterra Platinum. This does not represent all the securities purchased or sold. Further details of the calculation methodology and a list showing every holding’s 
contribution to overall performance during the period is available upon request. 
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Source: FactSet. Impala Platinum total return in USD for period 30 Jun 1998 to 30 Jun 2008.  The portfolio holds this security. This does not represent all the securities purchased 
or sold. Further details of the calculation methodology and a list showing every holding’s contribution to overall performance during the period is available upon request. 
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Important Legal and Regulatory notice

Hosking Partners LLP (“Hosking”) is authorised and regulated by the Financial Conduct Authority and is registered as an Investment Adviser with the US Securities and Exchange Commission (the “SEC”) under the Investment Advisers Act of 1940  . 
The investment products and services of Hosking are only available to Professional Clients for the purpose of the Financial Conduct Authority’s rules. To the extent that this message concerns such products and services, then this message is 
communicated only to and/or directed only at Professional Clients and the information in this message about such products and services should not be relied on by any other person. 

The information contained in this document is strictly confidential and is intended only for use by the person to whom Hosking has provided the material. No part of this report may be divulged to any other person, 
distributed, and/or reproduced without the prior written permission of Hosking. 

This document is not intended for distribution to, or use by any person or entity in any jurisdiction or country where such distribution or use would be contrary to local law or regulation.  In particular, this document does not constitute an offer to 
buy or sell shares in any pooled funds managed or advised by Hosking.  Investment in such a pooled fund is subject to the terms of the offering documents of the relevant fund and distribution of fund offering documents is restricted to persons who 
are Professional Clients and whom Hosking have selected to receive such offering documents after completion of due diligence verification.

Investors are also reminded that past performance is not a guide to future performance and that their capital will be at risk and they may therefore lose some or all of the amount that they choose to allocate to the management of Hosking.  Nothing in 
these materials should be construed as a personal recommendation by Hosking or anyone acting on Hosking’s behalf to invest with Hosking or as a suitable investment for any investor or as legal, regulatory, tax, accounting, investment or other advice. 
Potential investors should seek their own independent financial advice. In making a decision to invest with Hosking, prospective investors may not rely on the information in this document. Such information is preliminary and subject to change and 
may be incomplete and does not constitute all the information necessary to adequately evaluate the consequences of investing with Hosking. 

Information regarding Investment Performance is based on a sample account but the actual performance experienced by a client of Hosking is subject to a number of variables – including timing of funding, fees and ability to recover withholding tax – 
and accordingly may vary from the performance of this sample account.  

Any issuers or securities noted in this document are provided as illustrations or examples only for the limited purpose of analysing general market or economic conditions and may not form the basis for an investment decision or are they intended as 
investment advice.    Partners, officers, employees or clients may have positions in the securities or investments mentioned in this document.   Any information and statistical data which is derived from third party sources are believed to be reliable 
but Hosking does not represent that they are accurate and they should not be relied upon or form the basis for an investment decision.

Information regarding investments contained in portfolios managed by Hosking is subject to change and is strictly confidential.  This information should not be relied upon for making any investment decision.  An investment in the strategy described 
herein involves significant risks, including the risk of losing some or all of invested capital which are not fully described in this document.

Certain information contained in this material may constitute forward-looking statements, which can be identified by the use of forward-looking terminology such as “may,” “will,” “should,” “expect,” “anticipate,” “target,” “project,” “projections,” 
“estimate,” “intend,” “continue,” or “believe,” or the negatives thereof or other variations thereon or comparable terminology. Such statements are not guarantees of future performance or activities.  Due to various risks and uncertainties, actual 
events or results or the actual performance may differ materially from those reflected or contemplated in such forward-looking statements.  Hosking has taken all reasonable care to ensure that the information contained in this document is accurate 
at the time of publication; however it does not make any guarantee as to the accuracy of the information provided. While many of the thoughts expressed in this document are presented in a factual manner, the discussion reflects only Hosking’s 
beliefs and opinions about the financial markets in which it invests portfolio assets following its investment strategy, and these beliefs and opinions are subject to change at any time.

While many of the thoughts expressed in this document are presented in a factual manner, the discussion reflects only Hosking’s beliefs and opinions about the financial markets in which it invests assets following its investment strategy, and these 
beliefs and opinions are subject to change at any time.

Hosking is not acting in a fiduciary capacity in providing this document or in any related communications. To the maximum extent permitted by law, none of Hosking, its partners, officers or employees shall  be liable for any loss, damage cost or 
expense suffered by any person arising from any errors, omissions, misrepresentations or other defect in this document (including by reason of negligence, negligent misstatement or otherwise).  If any law prohibits the exclusion of liability for such 
loss, damage, cost or expense, our liability is limited to the supply or re-supply of information (other than information sourced from third parties) provided such limitation is permitted by applicable law.

“Hosking Partners” is the registered trademark of Hosking Partners LLP in the UK and on the Supplemental Register in the U.S.

UK/EU/SG/HK/KR/MY/JP/GR/DK
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Important Legal and Regulatory notice (cont.)

GLOSSARY OF TERMS 
Number of securities - total number of stocks held in the portfolio or index. Weighted Average - calculated by the sum of multiplying the metric by the weight of each stock, then dividing that number by the 
sum of the weight of each stock. Harmonic Average - this figure is used to discount the effect of extreme outliers on the mean figure. A weighted harmonic average has been used to calculate the P/E, PB and P/S 
ratios. Market cap - the equity market value of a stock held in the portfolio or index. It is calculated by shares outstanding times the stock price. Market capitalisation is based on the ultimate parent company, if 
not this is not available then it is based on the security listing. Price to Earnings using FY1 Est - a ratio to compare a stock’s price and its earnings per share using the FYI EPS estimate. It is calculated by dividing 
the price per share by the EPS estimate. Price to Book - a ratio used to compare a stock's market value to its book value. It is calculated by dividing the stock price by the latest quarter's book value per share. 
Price to Sales - a ratio that compares a stock’s price to its revenues. It is calculated by dividing the stock price by the sales per share. Dividend Yield - a ratio that indicates how much a company pays out in 
dividends each year relative to its share price. It is calculated by dividing the dollar value of dividends paid in a given year per share of stock held by the dollar value of one share of stock. Net Margin - a ratio of net 
profits to revenues which shows how much of each dollar earned by the company is translated into profits. It is calculated by dividing net profit over revenue. Emerging markets exposure - percentage of the 
portfolio held in emerging market stocks. Active Share - measures the degree of active management and is calculated as by the sum of the absolute difference in weight of the portfolio and index, divided by 2. 
Cash excluded. Turnover - a measure of how frequently assets are bought and sold. It is calculated by taking the lower of purchases or sales divided by the average market value for the period. Portfolio rebalances 
are included in the turnover figures. Turnover figures previously reported (28th February 2023 and prior) excluded 2022 rebalances. ETFS - The Sector & Industry GICS classification for all ETFs held in the 
portfolio are unclassified and therefore are not shown in the Sector reports.

RISK
Hosking’s strategy focuses on equities and equity-type securities primarily traded publicly on global markets. Hosking’s strategy involves a risk of loss that clients should understand and be prepared to bear. Hosking 
will provide details of material risks prior to a client investing with Hosking. Such risks include

Valuation Risk - Hosking may invest in securities that are either unlisted or de-listed, have had their trading or listing suspended or which are otherwise thinly traded. It may not always be possible to obtain a 
reliable valuation and any discrepancy between the valuation applied to such securities and the value they may realise may adversely impact the value of the client’s portfolio and any fees calculated by reference to 
the value or performance of the client’s portfolio. Counterparty, Settlement and Credit Risk - Counterparty risk is the risk of loss caused by the failure of a counterparty to meet its obligations, including the 
risk that a party my default in its payment obligations and settlement failure. Where Hosking invests in fixed income securities, derivatives and synthetic securities, clients may be exposed to the risk that the issuer 
or counterparty may default under the terms of such securities or instruments. Settlement risk is generally mitigated by the fact that transactions are usually on a delivery versus payment basis. However settlement 
in some countries (for example Russia) may not be on a delivery versus payment basis. Market Risk - Investments are subject to normal market fluctuations, short-term price volatility and the risks inherent in the 
purchase, holding or selling of such instruments and there can be no assurance that appreciation will occur. Volatility Risk - Hosking may invest in securities on behalf of its clients that are highly volatile. Price 
movements may be adversely influenced by, among other things, interest rates, changing supply and demand, trade, fiscal, monetary and exchange control programmes and policies of governments and national and 
international political and economic events and policies. Strategy Risk - There is no guarantee that the strategy Hosking follows will prove successful. The investment opportunities Hosking seeks to exploit may in 
time become limited, making the pursuance of the strategy either impractical or uneconomical. Undervalued Securities - Hosking may invest in securities on behalf of clients that it considers to be undervalued. 
The identification of such opportunities is a difficult task and there is no assurance that these opportunities will be successfully recognised. While investments in undervalued securities offer potential for above-
average capital appreciation, they also involve a higher degree of financial risk and can result in substantial losses. Returns may not adequately compensate for the business and financial risks assumed. There is also no 
assurance that such securities are in fact undervalued. Clients may be required to hold such securities for a substantial period of time before realising their anticipated value. During this period a portion of a client’s 
capital would be committed to the securities purchased thus preventing investment in other opportunities. Illiquid Securities - Clients’ assets may include a significant proportion of securities and other 
instruments for which no market exists and/or which are restricted as to their transferability and/or are unlisted or thinly traded. The ability to acquire or dispose of such investments at a price and time which 
Hosking deems advantageous may be impaired and sale of any such investments may be possible only at substantial discounts. Clients may therefore be prevented from liquidating unfavourable positions promptly 
which may lead to substantial losses. Currency Risk - A significant proportion of a client’s portfolio will be invested in securities denominated in currencies other than the client’s base currency. The value of such 
investments and any income received may fall in value against the client’s base currency and currency fluctuations may increase (as well as reduce) any fees calculated by reference to the value or performance of the 
client’s portfolio. Dependence on the Manager and Key Persons - The successful implementation of Hosking’s investment programme depends to a large degree on the skill and acumen of Hosking, its members, 
officers and employees. If Hosking were unable to attract and retain suitable staff or such resources became unavailable this could have an adverse impact on the performance of client portfolios. Political and/or 
Regulatory Risks - The value of clients’ assets may be affected adversely by uncertainties such as international political developments, changes in government policies, changes in taxation, restrictions in foreign 
investment and currency repatriation, currency fluctuations and other developments in the laws and regulations of countries in which investments may be made. Performance Fee - Hosking is remunerated by way 
of a performance fee based on the performance of client portfolios (including net realised and unrealised gains and losses). As a result, performance fees may be paid on unrealised gains which may subsequently 
never be realised. In addition, performance fee may create an incentive for Hosking to make investments that are riskier or more speculative than would be the case if there was no performance fee in place.
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Important Legal and Regulatory notice (cont.)

RISK (cont.) 
Emerging and Frontier Markets - Hosking invests in emerging and frontier markets, which involves additional risks, such as failed or delayed settlement of securities transactions and risks arising 
from the local practices relating to the registration and custody of securities which may mean that client assets are not effectively segregated and may expose clients to the credit and counterparty 
risk of the sub-custodian, broker or other agent or nominee, in whose names such assets are recorded. In addition, companies in emerging markets may not be subject to as rigorous a level of 
disclosure, regulatory, accounting, auditing and financial reporting standards or the same level of government supervision and regulation as in more developed markets. The standards of corporate 
governance applicable to companies in certain emerging and frontier markets may not be as stringent or as comprehensive as the corporate governance rules in developed markets. Investors in 
companies in emerging and frontier markets may experience difficulties in enforcing their rights and protecting their investment or such enforcement may be arbitrary and unpredictable. Government 
involvement in the economy may adversely affect the value of investments in certain emerging markets and the risk of political instability may be high. The reliability of trading and settlement systems 
and a lack of liquidity and efficiency in certain of the stock markets or foreign exchange markets in certain emerging and frontier markets may mean that Hosking may experience difficulty in 
purchasing or selling securities in such markets. Use of Participatory Notes and other Synthetic Securities and Investments - Hosking may make use of participatory notes and other 
synthetic securities to obtain exposure to an equity investment in a local market where direct ownership is uneconomic or is otherwise restricted. Participatory notes and other synthetic securities 
and investments involve additional risks, including risk that the issuer of such instruments may default in the performance of its obligations including making any payments due to Hosking’s clients, the 
risk that clients will not have the benefit of the rights which a holder of the security would have (including voting rights), and the risk that the trading price or value of a participatory note or other 
synthetic security or investment will not reflect the value of the underlying equity security and/or the return on participatory notes and other of synthetic securities and investments will be reduced 
by the fees payable to the issuer.

CONFLICTS OF INTEREST
In the course of managing investments for its client, circumstances may arise in which Hosking is potentially subject to conflicts of interests between Hosking and its clients and between different 
clients of Hosking. The situations in which a conflict of interest may arise include:

○ Where Hosking executes trades for more than one client, including aggregated trades and cross transactions;

○ Where Hosking places orders with brokers under the influence of favourable fees or commission rates or other benefits (such as broker hospitality);

○ Where Hosking makes a trading error;

○ Where a member or employee of Hosking places a personal trade ahead of a client transaction or has an outside interest which may conflict with the interests of Hosking and/or its clients;

○ Where Hosking’s remuneration or the remuneration arrangements for a member or employee of Hosking encourages behaviour which is not in the interests of clients;

○ Where Hosking is required to provide valuations of certain investments which may influence the performance track record and fees paid to Hosking;

○ Where Hosking is required to exercise rights on behalf of clients;

○ Conflicts arising where clients invest via a pooled fund (such as liquidity terms and preferential treatment) or where clients with differing fee arrangements are managed “side by side”.

Hosking has put in place policies and procedures to prevent such situations arising and/or to manage any conflicts of interest which arise in the course of its business, including the procedures under 
its Conflicts of Interest policy, Best Execution and Aggregation and Allocation Policies, Gifts & Entertainment Policy, Trade Error Policy, Remuneration Policy, Voting Strategy Policy and Personal 
Account Dealing Policy. Where Hosking considers there are no other means of managing a conflict or where the measures in place do not sufficiently protect a client’s interests, the specific conflict 
will be disclosed in writing to enable the client to make an informed decision whether to continue with the Hosking’s services in that particular situation. 

A copy of our Conflicts of Interest Policy is available upon request.
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