
Mining│Australia│Equity research│January 19, 2018   

 
  

 

IMPORTANT DISCLOSURES REGARDING COMPANIES THAT ARE THE SUBJECT OF THIS REPORT AND AN EXPLANATION OF RECOMMENDATIONS CAN BE 
FOUND AT THE END OF THIS DOCUMENT. MORGANS FINANCIAL LIMITED (ABN 49 010 669 726) AFSL 235410 - A PARTICIPANT OF ASX GROUP 

Powered by EFA 

 

Metro Mining 

Bauxite - Mining from April 2018 

 MMI holds over 2,500sq km of tenements on the Weipa Bauxite Plateau and is ■
developing the Bauxite Hills resource of 65.3Mt at a grade of 50.3% Al2O3 defined 
to JORC Code (2012) standards, located 95km north of Weipa. Development is on 
schedule with mining to start after the seasonal wet.  

 MMI has an offtake agreement for 7Mt over 4 years with cornerstone shareholder ■
Xinfa Group, which operates alumina and aluminium facilities in China. It has a 
non-binding MOU with Chinese state-owned SPIC for 6.5Mt delivered over 4 
years, and has signed a Letter of Intent for offtake with Lubei Chemicals for 2.5Mt.  

 Our DCF based valuation is A$0.31ps, which is where we have set our target ■
price. The valuation carries only limited development risk, but will carry 
operational, commodity price and exchange rate risks. Add rating maintained. 

Construction – well in hand 
The port area re-development was completed, and the Barge Loading Facility was 
commissioned. Expansion of the existing Bauxite Hills accommodation village was 90% 
complete. The haul road to BH6, the initial mining area, is complete, the deposit has 
been cleared and the topsoil stripped and stacked for rehabilitation. The road connection 
to the BH1 deposit is also complete, with the wearing course to be completed after the 
wet. Privately-owned Queensland contractor SAB Mining has undertaken the civil works 
on site, and also holds the mining contract. Mining is scheduled to commence at BH6 
after the wet, with the first shipments in April 2018. 

2017 – a year of achievements 
MMI acquired Gulf Alumina in 2017, doubling Reserves (to JORC Code 2012 standards) 
to 92.2Mt at 49.4% Total Al2O3 and 13.2% Total SiO2, and capable of supporting a 
+4Mtpy operation. Environmental approvals for production of up to 10Mtpy were 
received. Funding for the development was secured with A$90M in equity raisings, and 
the first draw-down a $39M flexible debt facility was also reported.  

Share price risk 
While MMI remains exposed to construction risk, the development and commissioning of 
the barge port and completion of the civil and site works before the on-set of the wet 
season should enable MMI and contractor SAB Mining to meet the production schedule. 
There will be commissioning, ramp-up and operational risk. However, it is not technically 
complex. MMI will also be exposed to the supply/demand characteristics of the seaborne 
bauxite market and seasonality in its operations. 
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ADD (no change) 
Current price: A$0.27 

Target price:   A$0.31 

Previous target: A$0.29 

Up/downside: 17.8% 

Reuters: MMI.AX 

Bloomberg: MMI AU 

Market cap: US$272.7m 

 A$341.3m 

Average daily turnover: US$0.23m 

 A$0.30m 

Current shares o/s 1,288m 

Free float: 76.0% 

 
 

 

 

 
 

 
Price performance 1M 3M 12M 

Absolute (%) 15.2 6 96.3 

Relative (%) 15.6 3.9 90.4 

  
 

Chris BROWN 
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Financial Summary Jun-16A Jun-17A Jun-18F Jun-19F Jun-20F

Revenue (A$m) 0.0 0.0 13.0 50.8 106.0

Operating EBITDA (A$m) (3.42) (11.36) (12.36) 7.56 44.64

Net Profit (A$m) (6.83) (2.37) (9.26) 3.46 36.45

Normalised EPS (A$) (0.009) (0.003) (0.007) 0.003 0.028

Normalised EPS Growth (29%) (68%) 140% 953%

FD Normalised P/E (x) NA NA NA 98.63 9.36

DPS (A$) -                  -               -              -              -              

Dividend Yield 0% 0% 0% 0% 0%

EV/EBITDA (x) NA NA NA 39.84 6.74

P/FCFE (x) 197 NA 14 NA 2,327

Net Gearing (16.3%) 0.3% (60.4%) (35.5%) (26.9%)

P/BV (x) 4.66 4.23 3.12 3.02 2.28

ROE (15.0%) (4.9%) (9.7%) 3.1% 27.8%

% Change In Normalised EPS Estimates   6.44% (6.44%) (6.44%)

Normalised EPS/consensus EPS (x)   
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Figure 1: Financial summary 

 
SOURCE: MORGANS RESEARCH, COMPANY   

 
 

 

  

Metro Mining Operations

Input Prices FY16A FY17A FY18E FY19E FY20E VALUATION

Exchange Rate - from Input Sheet A$/US$ 0.75 0.77 0.75 0.75 Cost of Capital 12.00%

Bauxite - from Input Sheet US$/t 34.04 30.87 39.05 40.75 Pre Tax NPV $513.0M

Post Tax NPV $403.1M

CBX Operations FY16A FY17A FY18E FY19E FY20E

Bauxite mined kt 500 1,500 3,000 Valuation Summary WACC 12.0%

Recovery % 65.0 65.0 65.0 A$M A$/MMI Share

Saleable Product kt 325 975 1,950 Bauxite Hills 403.1 0.31

Bauxite Value FOB US$/t 30.9 39.1 40.8 Net cash 19.0 0.01

US$M 10.0 38.1 79.5 Corporate & Other -20.0 -0.02 

Revenue A$M 13.0 50.8 106.0 Total Value $m 402.1 0.31

Number of shares (m) 1288.0

Fixed Costs A$'000 20,000 20,000 20,000 Target Price 402.1 0.31

Variable Costs A$/t 9.90 15.00 12.00

A$'000 3,218 14,625 23,400

Total Operating Costs A$M 23.218 34.625 43.400

A$/t 71.44   35.51   22.26   

Marketing Charges % 1.5 2.0 2.0

A$M 0.195 1.015 2.119

Mine Cashflow A$M -10.4 15.1 60.4

QLD State Govt, TO + other Royalty % 14.9% 14.9% 14.9%

A$M 1.9 7.6 15.8

A$/t 77.99   44.31   31.44   

Operating EBITDA A$M -3.4 -11.4 -12.4 7.6 44.6

Net Interest Income A$M 0.10     -       3.60     (0.35)    (3.38)    

Depreciation And Amortisation A$M (4.53)    (0.04)    (0.50)    (1.50)    (3.00)    

Net Profit A$M -6.8 -2.4 -9.3 3.5 36.4

Operational Cashflow A$M -12.4 7.6 44.6

Maintenance Capex A$M -35.8 -1.00 -1.00 -1.00 

Project Cashflow A$M -35.8 -13.4 6.6 43.6

Nominal Tax Rate % 31.5 31.5 31.5 31.5 31.5

Post Tax cashflow A$M -24.5 -9.2 4.5 29.9

Debt

Drawdown A$M -35.8 -1.0 

Accrued debt A$M -39.0 -43.6 -47.6 

Capital repaid A$M 10.0

Interest Rate % 9.0 9.0 9.0 9.0

Interest Capitalised A$M -3.2 -3.6 -3.9 

Interest repaid A$M 4.3

Cashflow after interest repayment A$M -12.4 6.6 39.4

Cashflow after interest and  capital A$M -12.4 6.6 29.4

Adjusted Tax Rate % 25.0 25.0 25.0 25.0 5.0

Post Tax cashflow after debt A$M -13.4 4.3 41.8
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Investment view 

The seaborne bauxite market has expanded over the past decade with alumina 
refiners in China looking to source bauxite to replace high-cost domestic 
production. There have also been some constraints on existing southeast Asian 
suppliers. There is potential to expand production at Bauxite Hills beyond the 
currently-planned 6Mtpy.  

MMI reported cash at 31 December 2017, post equity raising, of A$19.0m, and 
has reported the first draw-down on the secured A$40m facility. Funding is in 
place for development of the initial 2Mtpy operation, and for expansion to 6Mtpy 
in Year 4.  MMI has a market capitalization of A$347.8m at A$0.26ps.  

Figure 2: The Bauxite Hills Project 

 
SOURCE: METRO MINING LTD - ASX RELEASE January 2018 

 

Valuation 

Bauxite Hills is a technically unsophisticated development. MMI has the equity 
and debt funding in place for the project development. We use a long term (from 
2019) AUD/USD exchange rate of US$0.75, and a long term Bauxite price (from 
2020) of US$40/t to derive a valuation for Bauxite Hills of A$403M, using a DCF 
methodology with a 12% discount rate. With 1,288.0m shares on issue this 
equates to A$0.31 per share. Our valuation including net cash and corporate 
charges is also A$0.31, which is our Target Price.  

Development of the Bauxite Hills 
project is underway, with strong TO 
support and a projected 17-year mine 
life.  

 

 

 

 

 

A simple shallow open pit mine, 
followed by crushing and screening, 
and transhipment from a barge port.  

 

 

 

 

 

 

Pre-production capital of A$35.8m for 
production of 2Mtpy with subsequent 
capex of A$36.7m to take production 
to 6Mtpy. 
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Disclaimer  
The information contained in this report is provided to you by Morgans Financial Limited as general advice only, and is made without consideration of an 
individual’s relevant personal circumstances. Morgans Financial Limited ABN 49 010 669 726, its related bodies corporate, directors and officers, employees, 
authorised representatives and agents (“Morgans”) do not accept any liability for any loss or damage arising from or in connection with any action taken or not 
taken on the basis of information contained in this report, or for any errors or omissions contained within. It is recommended that any persons who wish to act 
upon this report consult with their Morgans investment adviser before doing so. Those acting upon such information without advice do so entirely at their own risk.  

This report was prepared as private communication to clients of Morgans and is not intended for public circulation, publication or for use by any third party. The 
contents of this report may not be reproduced in whole or in part without the prior written consent of Morgans. While this report is based on information from 
sources which Morgans believes are reliable, its accuracy and completeness cannot be guaranteed. Any opinions expressed reflect Morgans judgement at this 
date and are subject to change. Morgans is under no obligation to provide revised assessments in the event of changed circumstances. This report does not 
constitute an offer or invitation to purchase any securities and should not be relied upon in connection with any contract or commitment whatsoever. 

Disclosure of interest 
Morgans may from time to time hold an interest in any security referred to in this report and may, as principal or agent, sell such interests. Morgans may previously 
have acted as manager or co-manager of a public offering of any such securities. Morgans affiliates may provide or have provided banking services or corporate 
finance to the companies referred to in the report. The knowledge of affiliates concerning such services may not be reflected in this report. Morgans advises that it 
may earn brokerage, commissions, fees or other benefits and advantages, direct or indirect, in connection with the making of a recommendation or a dealing by a 
client in these securities. Some or all of Morgans Authorised Representatives may be remunerated wholly or partly by way of commission. 

Regulatory disclosures 
Analyst owns shares in the following mentioned company(ies):  -   

Morgans Corporate Limited is a participating broker to the placement &amp; entitlements offer for Metro Mining Limited and may receive fees in this 
regard.;Morgans Corporate Limited was co-lead manager to the placement of shares in Metro Mining Limited and received fees in this regard.;This report was 
prepared solely by Morgans Financial Limited. ASX did not prepare any part of the report and has not contributed in any way to its content. The role of ASX in 
relation to the preparation of the research reports is limited to funding their preparation, by Morgans Financial Limited, in accordance with the ASX Equity 
Research Scheme. ASX does not provide financial product advice. The views expressed in this research report may not necessarily reflect the views of ASX. To 
the maximum extent permitted by law, no representation, warranty or undertaking, express or implied, is made and no responsibility or liability is accepted by ASX 
as to the adequacy, accuracy, completeness or reasonableness  

Recommendation structure 
For a full explanation of the recommendation structure, refer to our website at http://www.morgans.com.au/research_disclaimer 

Research team 
For analyst qualifications and experience, refer to our website at http://www.morgans.com.au/research-and-markets/our-research-team 

Stocks under coverage 
For a full list of stocks under coverage, refer to our website at  
http://www.morgans.com.au/research-and-markets/company-analysis/ASX100-Companies-under-coverage and  
http://www.morgans.com.au/research-and-markets/company-analysis/EX-100-Companies-under-coverage 

Stock selection process 
For an overview on the stock selection process, refer to our website at http://www.morgans.com.au/research-and-markets/company-analysis 

 

www.morgans.com.au 

If you no longer wish to receive Morgans publications please contact your local Morgans branch or write to GPO Box 202 Brisbane QLD 4001 and include your 
account details. 
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