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Metro Mining – Undiscovered bauxite beauty 
Metro Mining’s pre-feasibility on its Bauxite Hills project in Cape York 
identified multiples of upside relative to its nominal A$6m EV. The 
simple, low capex development would see MMI exploit compelling 
bauxite market dynamics. Equity market recognition, and therefore 
the ability to fund the development, is the biggest hurdle, however 
MMI looks to poised to re-rate given the potential upside in our view. 

Fig 1: Bauxite price projections 

 

SOURCE: Company 

Bauxite Hills – a potential company maker   

Bauxite Hills is located around 95km north of Weipa, one of the worlds most prolific regions for 

bauxite endowment. MMI’s pre-feasibility evaluated a 2Mtpa operation over 21 years with a 

capex of $27.4m. The operation involves simple open pit mining, barging via the Skardon 

River and transhipment into bulk carriers for export. This option requires minimal port 

infrastructure and lower initial capex than other operations. MMI forecasts an after tax NPV15% 

of A$197m, average annual NPAT of ~$38m and payback within 1.1 years of an estimated 

startup. MMI’s cornerstone shareholder Xinfa Group which operates a number of large 

Aluminium smelters across China has also shown interest in offtake agreements, lending 

support for future product marketing. 

Compelling seaborne bauxite dynamics support robust price growth   

Some of the biggest producers in the world are echoing a bullish tone on bauxite demand 

since Indonesia brought in its export ban on raw ores 12 months ago. Large producers like 

Alumina Ltd point out that whilst there are many deposits of bauxite around the globe, very 

few of them offer a sufficient investment return, a clear path to government approvals and 

ready access to infrastructure, hence the possibility of new large scale projects looks unlikely. 

Meanwhile stockpiles of Chinese bauxite stood at 30Mt in late 2014 and are dropping by 

around a million tonnes each month. Chinese refineries are also struggling to source material 

from non-traditional destinations such as Malaysia and Thailand which is driving up the price. 

How to play it   

We think that Metro Mining (MMI) looks cheap at an enterprise value of only A$6m versus 

the potential value identified at Bauxite Hills. We anticipate the stock to re-rate via project 

de-risking as permitting and project study milestones are met over the next 12 months. 

Bauxite projects traditionally have high barriers to entry due to infrastructure hurdles however 

Bauxite Hills looks relatively simple via its free-dig mining, handling and barging process. 

Followers of the sector will have noticed the rebounding fortunes of Alumina producers such 

as AWC and we take the view that it wont be long before interest in the sector filters down to 

bauxite pre-development plays such as MMI.

 

 

 
 

CALL TO ACTION 

 

Metro Mining ticks several boxes 

for what we look for in a mining 

junior; 1) exposure to positive 

commodity dynamics; 2) a realistic 

path to production, 3) multiples of 

upside from a nominal market 

value; and 4) a credible board and 

management. 
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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. 

Although CIMB Securities (Australia) Ltd (ABN 84 002 768 701), its related bodies corporate, directors and officers, employees, authorised representatives and agents 
("CIMB Securities Australia") may have been involved in the preparation of certain content for this Research Report, this Research Report constitutes general advice provided 
by Morgans to the recipient of this report under its Australian financial services licence and Morgans is solely responsible for the content of this report.  CIMB Securities 
Australia 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. 

DISCLOSURE OF INTEREST 
Morgans and CIMB Securities Australia 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 or CIMB Securities Australia may previously have acted as manager or co-manager of a public offering of any such securities. Morgans' affiliates or CIMB Securities 
Australia 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. Each of Morgans and CIMB Securities Australia 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 
None 

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

If you no longer wish to receive Morgans’ publications please advise your local Morgans office or write to Morgans, Reply Paid 202, 
Brisbane QLD 4001 and include your account details. 
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QUEENSLAND  ORANGE (02) 6361 9166 
BRISBANE - HEAD OFFICE (07) 3334 4888 PORT MACQUARIE (02) 6583 1735 
BRISBANE - EDWARD STREET (07) 3121 5677 SCONE (02) 6544 3144 
BRISBANE - TYNAN PARTNERS (07) 3152 0600 SYDNEY – LEVEL 7 CURRENCY HOUSE (02) 8216 5111 
BUNDABERG (07) 4153 1050 SYDNEY – LEVEL 9 (02) 8215 5000 
CAIRNS (07) 4222 0555 SYDNEY – HUNTER STREET (02) 9125 1788 
CALOUNDRA (07) 5491 5422  (02) 9615 4500 
EMERALD (07) 4988 2777 SYDNEY – REYNOLDS EQUITIES (02) 9373 4452 
GLADSTONE (07) 4972 8000 WOLLONGONG (02) 4227 3022 
GOLD COAST (07) 5581 5777   
IPSWICH/SPRINGFIELD (07) 3202 3995 ACT  
KEDRON (07) 3350 9000 CANBERRA (02) 6232 4999 
MACKAY (07) 4957 3033   
MILTON (07) 3114 8600 VICTORIA  
MT GRAVATT/CAPALABA (07) 3245 5466 MELBOURNE (03) 9947 4111 
NOOSA (07) 5449 9511 BRIGHTON (03) 9519 3555 
REDCLIFFE (07) 3897 3999 CAMBERWELL (03) 9813 2945 
ROCKHAMPTON (07) 4922 5855 CARLTON (03) 9066 3200 
SPRING HILL (07) 3833 9333 FARRER HOUSE (03) 8644 5488 
SUNSHINE COAST (07) 5479 2757 GEELONG (03) 5222 5128 
TOOWOOMBA (07) 4639 1277 RICHMOND (03) 9916 4000 
TOWNSVILLE (07) 4725 5787 SOUTH YARRA (03) 8762 1400 
YEPPOON (07) 4939 3021 TRARALGON (03) 5176 6055 
  WARRNAMBOOL (03) 5559 1500 
NEW SOUTH WALES    
SYDNEY (02) 8215 5055 WESTERN AUSTRALIA  
ARMIDALE (02) 6770 3300 PERTH (08) 6462 1999 
BALLINA (02) 6686 4144 WEST PERTH (08) 6160 8700 
BALMAIN (02) 8755 3333   
BOWRAL (02) 4851 5515 SOUTH AUSTRALIA  
CHATSWOOD (02) 8116 1700 ADELAIDE (08) 8464 5000 
COFFS HARBOUR (02) 6651 5700 NORWOOD (08) 8461 2800 
GOSFORD (02) 4325 0884   
HURSTVILLE (02) 9570 5755 NORTHERN TERRITORY  
MERIMBULA (02) 6495 2869 DARWIN (08) 8981 9555 
NEUTRAL BAY (02) 8969 7500   
NEWCASTLE (02) 4926 4044 TASMANIA  
NEWPORT (02) 9998 4200 HOBART (03) 6236 9000 


