
 

1 20 October 2022 

AIC Mines Limited  
Soft result with limited access to Eloise Deeps, as eyes move to DRM 

A softer result from A1M (-14% / +8% vs OMLe: prod. / AISC) with lower 

grades stemming from limited access to the Eloise Deeps, and low trucking 

availability impacting performance. We highlight that both factors have now 

been rectified and we believe the Company will recoup some of the delayed 

grade this quarter as higher margin material is prioritised. Recent drilling 

results and the discovery of Lens 6 re-affirms our thesis of near-mine 

exploration potential at Eloise, which previous owners did not exploit given 

balance sheet constraints and motivation. All eyes now turn to Demetallica 

(ASX: DRM) and their upcoming Resource update. DRM’s board recently 

rejected A1M’s bid given their belief the bid doesn’t fully reflect the upcoming 

resource growth. Given DRM has already put out an Exploration Target (13-

15mt at 1.3%-1.5% Cu) we believe A1M’s bid accurately captures this value. 

1Q23 Result: Soft out of the gates 
▪ A1M’s 1Q23 result was softer than expected at the production line (-14% vs 

OMLe) as Eloise was impacted by access restrictions to high-grade Eloise 

Deeps ore (dewatering) and lower truck availability. The cost line was 

impacted accordingly (+8%) despite a partial offset by lower capital spend. 

Despite this result, A1M have maintained FY23 guidance and we expect 

stronger results through FY23 as higher-grade material is targeted. The cash 

balance came in softer than expected (-4%) however the production figure 

was offset by lower capital spend and an $8m working capital unwind.  

All eyes on DRM 
▪ The bid for Demetallica remains open with the DRM Board recently rejecting 

the offer as they await their updated Resource following recent drilling (due 

end of October). DRM have publicly stated their Exploration Target of 13-

15mt at 1.3% - 1.5% Cu, so unless the Resource comes in higher than this, 

we don’t see what further upside this release could present. We highlighted 

the synergies present with this deal in our Scenario Analysis note here. 

Valuation and Estimates 
▪ We incorporate the result and adjust our price deck, production estimates 

and capital spend across the short-term. Cumulatively, these changes result 

in a 42% increase to our FY23 earnings, primarily the result of the lower AUD 

forecast offsetting any minor negative production revisions. 

▪ Our Target Price increases incrementally to A$0.75/sh and we retain our 

Speculative Buy Recommendation. 
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Year-end June ($) FY21A FY22A FY23E FY24E FY25E

Revenue ($m) - 106.5 153.8 153.6 152.7

EBITDA ($m) (6.8) 37.6 50.7 39.6 39.1

EBIT ($m) (6.8) 27.2 24.9 13.1 12.6

Reported NPAT ($m) (4.4) 24.4 24.9 11.1 8.8

Reported EPS (c) (6.8) 7.9 8.0 3.6 2.8

Normalised NPAT ($m) (6.1) 26.8 24.9 11.1 8.8

Normalised EPS (c) (9.5) 8.7 8.0 3.6 2.8

EPS Growth (%) - - (8.1) (55.3) (20.8)

Dividend (c) - - - - -

Net Yield (%) - - - - -

EV/EBITDA (X) - 3.3 2.1 2.3 1.6

Normalised P/E (x) - 5.6 6.1 13.7 17.2

Normalised ROE (%) - 54.7 23.0 8.3 6.0

https://client.ords.com.au/OrdsPublication/Research/Document.aspx?+RaTWL7Hr/U3YSGpDwTk6diOPSwPEUFo/O2XursTGAXmXOuaaHFk4pMXcU4yR9gv
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Figure 1: Model summary  

 
Source: Company reports, OMLe 

  

All AUD unless noted Year End June 30

Key Details Ratio Metrics FY22 FY23E FY24E FY25E

Target Price $/sh Earnings - Adjusted $/sh $0.09 $0.08 $0.04 $0.03

Recommendation P/E Multiple x 5.6x 6.1x 13.7x 17.2x 

Risk Assessment CFPS (CFO) $/sh $0.11 $0.20 $0.14 $0.14

Share Price $/sh FCFPS (CFO-capex-expl.) $/sh $0.01 $0.05 $0.06 $0.08

2022E Dividend $/sh P/CF Multiple x 4.6x 2.4x 3.4x 3.5x 

NAV $/sh FCF Yield % 1.5% 10.1% 12.4% 16.8% 

Implied Total Return % Dividends Per Share $/sh $0.00 $0.00 $0.00 $0.00

P/NAV x Dividend Yield % 0.0% 0.0% 0.0% 0.0% 

No Shares m Gearing (ND: ND+E) % (45.3% ) (52.5% ) (78.9% ) (132.5% )

Market Cap M $ Return on Equity (ROE) % 29.8% 19.8% 7.9% 5.7% 

Enterprise Value M $ Return on Capital (ROIC) % 21.7% 15.6% 6.3% 4.6% 

Prices & Exchange Rates FY22 FY23E FY24E FY25E LT - 2026E P&L Statement FY22 FY23E FY24E FY25E

Copper Price US$/Ib 4.3 3.8 3.9 3.9 3.5 Revenue M $ $107 $154 $154 $153

Gold Price US$/oz 1834 1707 1800 1800 1700 Operating Costs M $ ($69) ($103) ($114) ($114)

Exchange rate AUD:USD 0.73 0.67 0.72 0.73 0.73 EBITDA M $ $38 $51 $40 $39

Production, Sales, Costs & Guidance FY22 FY23E FY24E FY25E FY25E D&A M $ $10 $26 $27 $27

Eloise Kt Cu 8.3 12.2 12.6 12.6 12.6 EBIT  M $ $27 $25 $13 $13

Total Copper Production Kt Cu 8.3 12.2 12.6 12.6 12.6 Other Income/Expenses M $ ($0) $0 $0 $0

Guidance Kt Cu ~12.5 EBT M $ $27 $25 $13 $13

Total Copper Sold Kt Cu 7.8 11.5 12.1 12.1 12.1 Taxes M $ $0 $0 $2 $4

Total C1 Cash Cost A$/Ib 2.5 3.2 3.3 3.3 3.3 Net Income - Adjusted M $ $27 $25 $11 $9

Total All-in Sustaining Cash Cost A$/Ib 4.1 4.5 4.3 4.1 4.1 Adjustments M $ $2 $0 $0 $0

Guidance A$/Ib ~4.5 Net Income - Reported M $ $24 $25 $11 $9

Capex Breakdown FY22 FY23E FY24E FY25E FY25E Weighted average diluted shares M 310 312 312 312

Sustaining Capex M $ 19.3 27.2 20.0 14.0 14.0 Cash Flow Statement FY22 FY23E FY24E FY25E

Expansionary Capex M $ 5.9 15.1 2.0 0.0 0.0 Cash Flows from Operating Activities

Exploration M $ 5.4 4.4 3.5 3.5 3.5 Net Income M $ $27 $25 $11 $9

Total M $ 30.6 46.7 25.5 17.5 17.5 D&A M $ $10 $26 $27 $27

Attributable Reserves & Resources Taxes Paid M $ $0 $0 $2 $4

Cu (kt) EV ($/kt) Non Recurring/Other M $ ($3) $8 $0 $0

Proven/Probable Reserve (P&P) 36 $3.6 Operating Cash Flow M $ $34 $59 $40 $39

Measured/Indicated Resource (M&I) 66 $2.0 Changes in Working Capital M $ ($1) $3 $5 $4

Inferred Resource 49 $2.6 Net Operating Cash flow M $ $33 $62 $44 $43

Total Resource 115 $1.1 Cash Flows From Investing Activities

Group All-In Sustaining Costs, Production and NAV Breakdown Capital Expenditure M $ ($25) ($42) ($22) ($14)

Other M $ ($15) ($4) ($4) ($4)

Net Investing Cash Flow M $ ($40) ($47) ($26) ($18)

Cash Flows From Financing Activities

Equity Issues (net of costs) M $ $40 $0 $0 $0

Net Borrowings M $ $0 $0 $0 $0

Dividends Paid & Other M $ ($9) ($0) $0 $0

Net Financing Cash Flow M $ $31 ($0) $0 $0

Increase (Decrease) in Cash M $ $24 $15 $19 $25

Cash at End of Year M $ $28 $43 $62 $87

Operating Free Cash Flow M $ $8 $20 $22 $29

Net Asset Value (Attrib) DR (%) ($m) A$/Sh NAV (%) Free Cash Flow M $ ($7) $15 $19 $25

Operating Value Balance Sheet FY22 FY23E FY24E FY25E

Eloise 8% $109 $0.35 100% Cash & Equivalents M $ $28 $43 $62 $87

Total $109 $0.35 100% Other Current Assets M $ $23 $24 $24 $24

Listed investments $1 $0.00 PP&E & Mining Interests M $ $38 $55 $50 $38

Exploration (assets) $20 $0.06 Other Long Term Assets M $ $34 $37 $40 $43

Cash $22 $0.07 Total Assets M $ $124 $159 $176 $192

Corporate G&A ($11) ($0.03) Current Liabilities M $ $20 $20 $20 $20

Debt $0 $0.00 Long Term Debt M $ $0 $0 $0 $0

Other $6.8 $0.02 Other Long Term Liabilities M $ $14 $14 $16 $19

Total Net Asset Value $148 $0.47 Total Liabilities M $ $33 $33 $35 $38

P/NAV 1.03x Shareholder Equity M $ $90 $126 $141 $153

Total Liabilities & Shareholder Equity M $ $124 $159 $176 $192
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Result reconciliation 

▪ Softer result (vs OMLe) from A1M coming in 14% lower than our production 

figure which flowed through to the AISC line (8% vs OMLe). Grade (1.8% Cu 

vs OMLe: 2.1% Cu) was the main driving factor here with limited access to the 

higher-grade Eloise Deeps (+3% Cu) due to dewatering capacity – whilst low 

truck availability also impacted performance. Both of these factors have been 

subsequently addressed and we expect the next quarter will demonstrate 

substantial improvement as Deeps access is re-established and higher-grade 

material is fed back through the mill. FY23 guidance was left unchanged, 

necessitating improved production across the remaining 3 quarters to recover 

this quarters softer result. 

▪ The bid for Demetallica (ASX: DRM) remains open with the DRM Board 

recently rejecting the offer as they await their updated Resource following 

recent drilling (due at the end of October) – DRM have publicly stated their 

Exploration Target of 13-15mt at 1.3% - 1.5% Cu, so unless the Resource 

comes in higher than this we don’t see what further upside this release could 

present. We highlighted the synergies present with this deal in our Scenario 

Analysis note here. 

Figure 2: Result summary of the quarter vs our previous period estimates 

 
 
Source: Company reports, OMLe  

 

 
 
 
 
 
 
 
 
 
 

OMLe Actual 

Dec-21 Mar-22 Jun-22 Sep-22 Sep-22

Eloise Kt Cu 2.31 2.72 2.94 2.937 2.53 -14%

Total Kt Cu 2.31 2.72 2.94 2.94 2.53 -14%

Copper sales Kt Cu 1.82 3.07 2.88 2.94 2.33 -21%

Achieved Copper Price A$/Ib Cu n/a n/a 5.30 5.63 5.17 -8%

All-in Sustaining Cost*

Eloise A$/Ib Cu 3.05 4.42 4.70 4.97 5.4 8%

Total A$/Ib Cu 2.60 3.00 2.20 4.97 5.4 8%

Capex breakdown 

Capital expenditure (sustaining + growth) A$m 6.7 10.4 16.2 17.8 16.6 -7%

Exploration + corporate A$m 2.4 3.0 2.2 1.9 3.2 73%

Balance sheet

Cash A$m 29 34 28 23 22.1 -4%

Debt A$m 0 0 0 0 0.0 n.a.

Net Debt (Cash) A$m -29 -34 -28 -23 -22.1 -4%

Payable production & Sales Unit 

Actual Beat / Miss 

(%)

https://omlintranet.ords.com.au/v2/v3/research/publications/pdfs/OML%20Company%20Reviews/AIC_Mines_Limited_CR_200922.pdf
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Key takeaways:  

▪ Production – 2,530t Cu (payable): Payable copper production was 14% 

softer than expected (vs OMLe: 2,937t Cu), as the quarter was impacted by 

lower truck availability and dewatering of the Eloise Deeps (preventing 

access), which impacted mine production and grade respectively. 

- Mill throughput was in-line with estimates (-1%) 

- Head grade was 14% weaker (1.8% Cu vs OMLe: 2.1% Cu) on 

the lower than planned contribution of the higher-grade Eloise 

Deeps material (+3% Cu) 

- The truck rebuilds are on-going (x2) with replacement trucks 

brought onsite to supplement the fleet until their return. 

▪ Copper Sales – 2,334t Cu: Copper sales were 20% weaker than expected (vs 

OMLe: 2,937t Cu), reflecting lower production and shipment/ payment timing. 

▪ AISC – A$5.35/lb Cu: The lower production figure reported through to the 

AISC line, with was 8% higher than estimated (OMLe: A$4.97/lb Cu) 

- All-in costs were similarly higher than expected at A$6.93/lb Cu 

(+13% vs OMLe) reflecting the lower production result despite 

incrementally lower total capital spend. 

- The company notes that there are signs of price moderation to 

diesel and concentrate transport costs (in-line with data we 

monitor), which if sustained and realised will help moderate costs 

in future periods. 

▪ Capital Expenditure – A$16.6m: 7% lower than estimated (OMLe: A$17.8m), 

with the tailings storage facility (TD5) tracking under budget. 

▪ FY23 Guidance: Appears unchanged for FY23, with the company noting that 

it expects production volumes to lift for the remaining 3 quarters 

▪ Balance sheet: Cash at quarter end of A$22.1m was 4% lighter than 

estimated, as a positive ~A$8m working capital unwind and lower capital 

expenditure worked to offset the lower production/ sales results. 

- The Company currently has a cash-backed $6.8 million 

performance bond in place with Queensland Treasury. A1M 

plans to replace the cash-backed bond and fund the increased 

amount (i.e. $9.5 million) by way of a secured financing facility, 

at commercial interest rates. The financing facility will effectively 

free up the $6.8 million currently held against the performance 

bond, improving AIC Mines’ working capital position. 

▪ Exploration/ growth:  

- Eloise / near-mine: Recent drilling results extending the Macy 

North lens and the discovery (ann: 30/9/22) of lens 6 at Eloise 

deeps (including: 27.6m at 4.14% Cu) is encouraging and 

highlights the near-mine (along strike) prospective nature of this 

deposit that has been previously starved of exploration capital.  

- Lamil JV: The company completed the Stage 1 earn-in 

agreement with Rumble Resources, providing a 50% interest in 

the project. The milestone triggered the issuance of AIC shares 

(~544k) to Rumble, and the simultaneous subscription of ~962k 

shares in Rumble at a cost of A$250k. 
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 Figure 3: FY23 company guidance summary 

 
Source: Company reports, OMLe  

 

Earnings and valuation impact 

▪ We incorporate the result and make the following adjustments to our 

model: 

o Commodity pricing: We update our short-term forward-looking 

FX and gold estimates, reflecting the (lower) current environment 

and climbing back to our longer-term forecasts by the end of 

2023. 

o Throughput: We make a minor downward revision to Dec-22 

production reflecting the truck fleet undergoing re-builds / usage 

of hire trucks (generally older / lower availability units) 

o Mine grade: We increase the head grade for Dec-22 to reflect a 

greater focus on higher grade Eloise Deeps material in the short-

term 

o Capital: Sustaining and growth capital are updated reflecting 

incurred spend during the quarter, and lower than originally 

guided costs for the TSF construction (running under budget) 

▪ These changes drive a 42% increase to our FY23 earnings, as our 

updated price deck (notably the AUD forecast) materially offsets the 

negative impact of this quarters production result and the minor downward 

revisions to overall FY23 estimated production (-3% copper production). 

▪ Our target price increases incrementally to A$0.75/sh and we retain our 

Speculative Buy recommendation. 

Figure 4: Our changes  

 
Source: Company reports, OMLe 

FY21 FY22E FY23E FY24E

Actual Current Previous Change Current Previous Change Current Previous Change

Underlying Net Profit A$m -6.1 26.8 26.8 0% 24.9 17.5 42% 11.1 9.2 21%

Underlying EPS ¢ -9.5 8.7 8.7 0% 8.0 5.6 42% 3.6 2.9 21%

CFPS ¢ -1.7 10.5 10.5 0% 19.9 17.2 16% 14.2 13.6 4%

Copper Production kt Cu N/A 8.3 8.3 0% 12.2 12.5 (3%) 12.6 12.6 0%

AISC A$/lb Cu N/A 4.1 4.1 0% 4.5 4.5 0% 4.3 4.3 0%

NAV A$/share 0.49 0.44 12%

12 Month TP: A$/share 0.75 0.70 7%

FY22

Copper Production kt Cu n/a 12.5 0% 12.5 12.2 -3%

Gold Production koz Au n/a 6.0 6.1 5.8 -2%

AISC A$/lb Cu n/a 4.5 0% 4.5 4.5 0%

AIC A$/lb Cu n/a 5.0 0% 5.1 5.1 -2%

Sustaining capital A$m 29.5 0% 29.3 27.2 1%

Growth capital A$m 16.0 0% 16.0 15.1 0%

Prev OMLe
vs Prev 

OMLe (%)
New OMLe

Company 

Guidance Change (%)Unit Eloise Guidance
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Catalysts, comps and relative performance 

 
Catalysts  

▪ Successful takeover of DRM: On 19 September 2022 AIC Mines 

proposed an off-market takeover of Demetallica (DRM), who own the 

neighbouring Jericho deposit and surrounding tenements. The offer was 

priced at a 68% premium to the prior closing price of DRM. We believe 

the offer makes strategic sense for both companies given the synergistic 

benefits associated with Eloise (and the established mill). Our sensitivity 

analysis supports this notion (Eloise NAV increases ~A$30m) and any 

news flow regarding the proposed offer gaining material traction with DRM 

shareholders is likely to be positively received. Similarly, material news 

flow from DRM (i.e. upcoming Jericho R&R update) could provide a 

positive catalyst for A1M. 

▪ Ongoing exploration results: The Eloise project is minerally endowed, 

providing potential upside via reserve and resource growth and / or 

replacement. Accordingly, any news flow regarding evaluation of 

additional resources found along strike (i.e. the West Corridor, East 

Corridor or via step out drilling in the Far West Corridor) is likely to be well 

received as it provides for increased ore source optionality, reducing the 

reliance upon the Eloise Deeps. We draw confidence from the recent 

discovery of Lens 6 in the Eloise Deeps as evidence of the potential 

exploration upside. 

Comps  
Figure 5: A1M comps across our coverage list   

 
Source: Company reports, OMLe. *AIS yet to report 4Q22 results. 

Relative performance (12-months) 

Figure 6: A1M relative performance vs ASX peers (Cu producers / developers) 

 
Source: Company reports, OMLe 
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Valuation and risks 

Valuation 

Our A$0.75/share target price is based on a 50:50 blended DACF and NAV valuation. 

Our target multiples of 6x DACF and 1x NAV are in line with other emerging 

producers and commensurate with mine life, margin and overall risk profile. Our 

target price and 55% TSR supports our Speculative Buy rating.  

▪ NAV: Sum-of-the-parts (SOTP) NAV incorporates life-of-mine DCFs on Eloise, 

discounted at a ~8% WACC. Additional SOTP items include: exploration value, 

cash and bullion and corporate G&A. We utilise a 1x P/NAV multiple, in line 

with historical trading of emerging producers, and apply no risk weighting to 

any of the projects.  

▪ DACF: Debt-adjusted cash flow multiple of 6x in line with our ASX emerging 

peers coverage when considering production, mine life and reserve growth 

potential.  

Risks 

▪ Copper price and currency: The most significant risk to our forecasts remains 

the copper price. Our estimates assume a long-term price of ~US$3.5/Ib, with 

LT USD:AUD to average ~73c.  

▪ Seismicity associated with Eloise Deeps: Given the depth of current 

underground mining and the using of sub-level caving, seismicity is expected 

and, in our view, currently well managed. However, large fault slippages in the 

proximal amphibolite could lead to significant production downtime in the 

seismically vulnerable deeps section of the mine. The company is improving 

their knowledge base of this risk through the recent hire of a structural 

Geologists which could help better understand stress movements and improve 

risk mitigation. Notably this is not a risk unique to Eloise, with many Australian 

underground operations managing seismic risks as standard business 

practice.  

▪ Resource/reserve delivery: Inferred material in the underground mine plan to 

form part of the reserve. We believe this conversion is likely and have 

incorporated a portion of this material in our base case. Our confidence in this 

materials inclusion is based upon the fact it is contiguous to the existing 

reserve, of similar grade and would require minimal additional capex to exploit.  

▪ COVID-19, labour and supply pressures: Any further pressures and/or COVID-

19-related disruptions (i.e. productivity) could see downside risk to our 

estimates. Similarly, supply-chain related pressures may also driven downside 

if critical parts are unable to be sourced in a time efficient manner. 
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A1M key charts 

 

Figure 7: We expect production and earnings improving in FY23 

 
Source: Company reports, OMLe 

 
 
 

Figure 8: A1M FY23E cost curve positioning (LHS) and OML current NAV assumptions (RHS)  

 
Source: Company reports, OMLe, CRU, 
Trafigura 

 
 

Figure 9: OML cash-flow outlook – we see FCF increasing after an FY23 investment phase  

 
 
Source: Company reports, OMLe 
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AIC Mines Limited
PROFIT & LOSS (A$m) 2021A 2022A 2023E 2024E 2025E

Revenue - 106.5 153.8 153.6 152.7

Operating costs 6.8 68.9 103.1 114.0 113.6

Operating EBITDA (6.8) 37.6 50.7 39.6 39.1

D&A 0.0 10.4 25.8 26.5 26.5

EBIT (6.8) 27.2 24.9 13.1 12.6

Net interest 0.0 (0.2) - - -

Pre-tax profit (6.8) 27.0 24.9 13.1 12.6

Net tax (expense) / benefit (0.7) 0.2 - 2.0 3.8

Significant items/Adj. (1.7) 2.4 - - -

Normalised NPAT (6.1) 26.8 24.9 11.1 8.8

Reported NPAT (4.4) 24.4 24.9 11.1 8.8

Normalised dil. EPS (cps) (9.5) 8.7 8.0 3.6 2.8

Reported EPS (cps) (6.8) 7.9 8.0 3.6 2.8

Effective tax rate (%) 10.6 0.7 - 15.1 30.0

DPS (cps) - - - - -

DPS (cps) - - - - -

Dividend yield (%) - - - - -

Payout ratio (%) - - - - -

Diluted # of shares (m) 64.0 310.3 312.5 312.5 312.5

CASH FLOW (A$m) 2021A 2022A 2023E 2024E 2025E

Net Interest (paid)/received 0.0 (0.1) - - -

Income tax paid - - - - (0.9)

Other operating items 0.2 (3.3) 8.2 - -

Operating Cash Flow (1.2) 32.8 62.1 44.3 42.9

Other investing items 99.9 (11.5) - - -

Investing Cash Flow 97.0 (40.1) (46.7) (25.5) (17.5)

Inc/(Dec) in borrowings - - - - -

Dividends paid - - - - -

Other financing items (0.6) (9.0) (0.3) - -

Financing Cash Flow 4.0 31.0 (0.3) - -

Net Inc/(Dec) in  Cash 99.9 23.8 15.1 18.8 25.4

BALANCE SHEET (A$m) 2021A 2022A 2023E 2024E 2025E

Cash 4.3 28.1 43.2 62.0 87.4

Receivables 0.1 1.1 1.1 1.1 1.1

Inventory - 5.0 5.0 5.0 5.0

Other current assets 2.7 17.1 17.4 17.4 17.4

PP & E 0.0 26.1 26.1 26.1 26.1

Investments 1.7 38.5 54.9 50.4 37.9

Financial Assets - 6.8 10.3 13.1 15.9

Intangibles - - - - -

Other non-current assets - - - - -

Total Assets 8.8 123.7 159.0 176.1 191.8

Short term debt - - - - -

Payables 0.7 17.4 17.4 17.4 17.4

Other current liabilities - - - - -

Long term debt - - - - -

Other non-current liabilities - - - - -

Total Liabilities 0.8 33.5 33.5 35.5 38.4

Total Equity 8.0 90.2 125.5 140.6 153.4

Net debt (cash) (4.3) (28.1) (43.2) (62.0) (87.4)

Speculative Buy
DIVISIONS 2021A 2022A 2023E 2024E 2025E

KEY METRICS (%) 2021A 2022A 2023E 2024E 2025E

Revenue growth - - 44.4 (0.1) (0.6)

EBITDA growth - - 34.9 (21.9) (1.3)

EBIT growth - - (8.6) (47.4) (4.0)

Normalised EPS growth - - (8.1) (55.3) (20.8)

EBITDA margin - 35.3 33.0 25.8 25.6

OCF /EBITDA 21.0 96.2 106.4 111.9 112.0

EBIT margin - 25.5 16.2 8.5 8.2

Return on assets - 21.8 15.6 6.3 4.6

Return on equity - 54.7 23.0 8.3 6.0

VALUATION RATIOS (x) 2021A 2022A 2023E 2024E 2025E

Reported P/E - 6.2 6.1 13.7 17.2

Normalised P/E - 5.6 6.1 13.7 17.2

Price To Free Cash Flow - 68.3 9.9 8.1 6.0

Price To NTA 3.9 1.7 1.2 1.1 1.0

EV / EBITDA - 3.3 2.1 2.3 1.6

EV / EBIT - 4.5 4.4 6.8 5.1

LEVERAGE 2021A 2022A 2023E 2024E 2025E

ND / (ND + Equity) (%) (114.7) (45.3) (52.5) (78.9) (132.5)

Net Debt / EBITDA (%) 63.4 (74.7) (85.2) (156.5) (223.6)

EBIT Interest Cover (x) 357.4 171.1 - - -

EBITDA Interest Cover (x) 355.7 236.4 - - -

SUBSTANTIAL HOLDERS m %

FMR Investments Pty Ltd 26.0 8.3%

Josef El-Raghy 10.7 3.4%

El Raghy Kriewaldt Pty. Ltd. 8.3 2.7%

VALUATION

Cost of Equity (%) 9.4

Cost of debt (after tax) (%) 5.5

WACC (%) 8.3

Equity NPV ($m) 147.8

Equity NPV Per Share ($) 0.47

Multiples valuation method P/DACF

Multiples 6.1

Multiples valuation 0.84

Multiples valuation method P/NAV

Multiples 1.1

Multiples valuation 0.64

Target Price ($) 0.75

Valuation disc. / (prem.) to share price (%) 54.6
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Guide to Ord Minnett Recommendations 

Our recommendations are based on the total return of a stock – nominal dividend yield plus capital appreciation – and have a 12-month 
time horizon. 

SPECULATIVE BUY We expect the stock’s total return (nominal yield plus capital appreciation) to exceed 20% over 12 months. 
The investment may have a strong capital appreciation but also has high degree of risk and there is a 

significant risk of capital loss. 

BUY The stock’s total return (nominal dividend yield plus capital appreciation) is expected to exceed 15% over the 

next 12 months. 

ACCUMULATE We expect a total return of between 5% and 15%. Investors should consider adding to holdings or taking a 

position in the stock on share price weakness. 

HOLD We expect the stock to return between 0% and 5%, and believe the stock is fairly priced. 

LIGHTEN We expect the stock’s return to be between 0% and negative 15%. Investors should consider decreasing their 

holdings. 

SELL We expect the total return to lose 15% or more. 

RISK ASSESSMENT Classified as Lower, Medium or Higher, the risk assessment denotes the relative assessment of an individual 

stock’s risk based on an appraisal of its disclosed financial information, historical volatility of its share price, 

nature of its operations and other relevant quantitative and qualitative criteria. Risk is assessed by 

comparison with other Australian stocks, not across other asset classes such as Cash or Fixed Interest. 

 

Disclosure: Ord Minnett is the trading brand of Ord Minnett Limited ABN 86 002 733 048, holder of AFS Licence Number 237121 and is an ASX Group Participant, a 

Participant of Cboe Australia Pty Ltd and a wholly owned subsidiary of Ord Minnett Holdings Pty Limited ABN 32 062 323 728.  Ord Minnett Limited and/or its 

associated entities, directors and/or its employees may have a material interest in, and may earn brokerage from, any securities referred to in this document. This 

document is not available for distribution outside Australia, New Zealand and Hong Kong and may not be passed on to any third party or person without the prior 

written consent of Ord Minnett Limited. Further, Ord Minnett and/or its affiliated companies may have acted as manager or co-manager of a public offering of any 

such securities in the past three years. Ord Minnett and/or its affiliated companies may provide or may have provided corporate finance to the companies referred to 

in the report.  

Ord Minnett and associated persons (including persons from whom information in this report is sourced) may do business or seek to do business with companies 

covered in its research reports. As a result, investors should be aware that the firm or other such persons may have a conflict of interest that could affect the 

objectivity of this report. Investors should consider this report as only a single factor in making their investment decision.  

This document is current as at the date of the issue but may be superseded by future publications. You can confirm the currency of this document by checking 

Ord Minnett’s internet site.  

Disclaimer: Ord Minnett Limited believes that the information contained in this document has been obtained from sources that are accurate, but has not checked or 

verified this information. Except to the extent that liability cannot be excluded, Ord Minnett Limited and its associated entities accept no liability for any loss or 

damage caused by any error in, or omission from, this document. This document is intended to provide general securities advice only, and has been prepared 

without taking account of your objectives, financial situation or needs, and therefore before acting on advice contained in this document, you should consider its 

appropriateness having regard to your objectives, financial situation and needs. If any advice in this document relates to the acquisition or possible acquisition of a 

particular financial product, you should obtain a copy of and consider the Product Disclosure Statement for that product before making any decision. Investments can 

go up and down. Past performance is not necessarily indicative of future performance.  

Analyst Certification: The analyst certifies that: (1) all of the views expressed in this research accurately reflect their personal views about any and all of the subject 

securities or issuers; (2) no part of their compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed herein.  

Ord Minnett Hong Kong: This document is issued in Hong Kong by Ord Minnett Hong Kong Limited, CR Number 1792608, which is licensed by the Securities and 

Futures Commission (CE number BAI183) for Dealing in Securities (Type 1 Regulated Activity) and Advising on Securities (Type 4 Regulated Activity) and Asset 

Management (Type 9 Regulated Activity) in Hong Kong. Ord Minnett Hong Kong Limited believes that the information contained in this document has been obtained 

from sources that are accurate, but has not checked or verified this information. Except to the extent that liability cannot be excluded, Ord Minnett Hong Kong 

Limited and its associated entities accept no liability for any loss or damage caused by any error in, or omission from, this document. This document is provided for 

information purposes only and does not constitute an offer to sell (or solicitation of an offer to purchase) the securities mentioned or to participate in any particular 

trading strategy. The investments described have not been, and will not be, authorized by the Hong Kong Securities and Futures Commission.  

For summary information about the qualifications and experience of the Ord Minnett Limited research service, please visit http://www.ords.com.au/our-team-2/  

For information regarding Ord Minnett Research’s coverage criteria, methodology and spread of ratings, please visit http://www.ords.com.au/methodology/  

For information regarding any potential conflicts of interest and analyst holdings, please visit http://www.ords.com.au/methodology/  

The analyst has certified that they were not in receipt of inside information when preparing this report, whether or not it contains company recommendations. Any 

reports in this publication have been authorised for distribution by Malcolm Wood, Head of Institutional Research at Ord Minnett. 
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