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Metro Mining 
Set up for a strong 2019 
Analysts | Matthew Keane | James Wilson 

Quick Read 

Metro Mining (MMI) released December Q results with bauxite sales of 743k wet metric 

tonnes (WMT), bringing the total for CY18 of 2.037Mt within the guidance range of 1.95-

2.075Mt (previously announced). MMI recently committed to an expansion to 3.5Mt in 

CY19, following a solid operational performance in the first year of production and strong 

market demand. A Definitive Feasibility Study (DFS) is underway to further increase 

production to 6Mtpa by 2021. Declining reserves and environmentally motivated mine 

closures in China has led to increasing demand for bauxite imports. Chinese imports 

increased by an average 25% pa over the past two years reaching ~80Mt in 2018 and are 

expected to grow to 130-150Mt by 2025. We see MMI as the best positioned ASX listed 

stock to capitalise on this growing demand. The Company has production growth, an 

accepted product with established customers and is located in a low sovereign risk 

jurisdiction, close to China. BUY maintained with a $0.40 target price. 

Event & Impact | December Quarterly: Positive 

Guidance achieved: MMI mined 743kt and shipped 816kt bauxite in the December Q at a 

total delivered cash cost of A$49.68/WMT. This compared favourably to the average 

realised price of A$60.7/WMT (up 16% QoQ). The Company finished the year with 

2.037Mt within CY18 guidance of 1.95-2.075Mt. 

 

Expanding for a growing market: MMI is expanding to 3.5Mt in CY19 (previously forecast 

at 3.0Mt). This follows strong demand from customers, whereby 75% of CY19 production 

is already committed to offtake contracts. Upgrades to achieve this rate include 

enhancements to the truck haulage fleet, duplicating screening capabilities, installation of 

a jaw crusher for oversize material and supplementing on-water infrastructure to 

maximise barge movements. Much of this work has been brought forward from the 

planned expansion to 6.0Mtpa. A revised feasibility for the 6Mtpa run rate by 2021 is due 

in Q2 CY19. 

 

Cashflows: MMI finished the Q with $40.2m cash and receivables ($23.3m cash) versus 

$38.2 at 30 September. Free cashflow was ~$4.5m (before $2.9m expansion capex) and 

total debt stands at $41.8m. Operations will largely cease during the north Australian wet 

season before recommencing in April 2019. Cash outflow for the March Q is expected to 

be ~$10m after $17m receivables, ~$4m expansion capital, $1.8m finance costs and 

~$20m operating costs. We estimate a minimum cash balance of $10m in early 2021 after 

an estimated additional $32m expansion capex to achieve the 6Mtpa run rate. At this 

expanded rate, we forecast EBITDA at >$100mpa applying a realised price of A$62/t and 

a delivered cash cost of A$37/t.   

Recommendation 

Argonaut maintains a BUY recommendation with a $0.40 target price.  

Please refer to important disclosures 

at end of the report (from page 5) 

Ticker: MMI

Sector: Materials

Shares on Issue (m): 1,384.2

Market Cap ($m): 221.5

Net Cash est. -18.4

Enterprise Value ($m): 239.9

52 wk High/Low: $0.35 $0.14

12m Av Daily Vol (m): 1.02

Mineral Inventory (100% basis)

Mt Total Total

Al2O3 Silica

Ore Reserves 92.2 49.4% 13.2%

Mineral Resource 144.8 49.2% 13.9%

Bauxite Sales (Mt) 2018A 2019E 2020E

Bauxite Hills 0.3 2.6 3.8

(A$ unless stated otherwise)

Financials (June 30 Year End)

2018A 2019E 2020E

Revenue 25.3 150.6 209.5

EBITDA 1.7 44.7 83.1

NPAT -17.6 -5.7 37.5

OCF -4.5 2.4 39.7

FCF -59.5 -5.3 21.8

Multiples/Ratios

EPS (A$cps) -1.3 -0.4 2.7

EV/EBITDA 137.2 5.4 2.9

PE -12.6 -38.8 5.9

Substantial Shareholders

Greenstone Managament 20%

Balanced Property Fund 16%

Blackrock Group 11%

DADI Engineering 6%

Renaissance Small Companies Fund 5%

Share Price Graph and Daily Trading Volume (Msh)
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Metro Mining (MMI) Equities Research
Analyst: Matthew Keane

Recommendation BUY Sector Metals & Mining

Current Price 0.16 Issued Capital (m) 1,384.2

Target Price 0.40 Market Cap (m) $221.5

Date

#### 30-Jun-18 30-Jun-19

Profit & Loss (A$m) 30 June 2018A 2019E 2020E 2021E Financial Summary 2018A 2019E 2020E 2021E

Sales revenue (CIF) 25.3 150.6 209.5 287.6 Reported earnings

+ Other income 0.2 0.4 0.6 0.4 Net profit (US$m) -17.6 -5.7 37.5 55.6

- Operating costs 29.6 140.9 156.6 196.1 EPS (A$cps) -1.3 -0.4 2.7 4.0

- Exploration and evaluation 0.1 0.5 0.8 0.8 PER (x) -12.6 -38.8 5.9 4.0

- Corporate & marketing 5.1 7.9 8.0 8.0 Normalised earnings

- Other Expenses 0.0 0.0 0.0 0.0 Net profit (US$m) -12.5 -5.7 37.5 55.6

EBITDA -9.3 1.7 44.7 83.1 EPS (A$cps) -0.9 -0.4 2.7 4.0

- D&A 0.2 1.7 2.2 4.4 EPS growth (%) NA -54.4 -756.6 48.4

EBIT -9.6 0.0 42.5 78.7 PER (x) -17.7 -38.8 5.9 4.0

- Impairments 5.1 0.0 0.0 0.0 Cashflow

- Finance Costs 2.7 5.7 3.9 0.6 Operating cashflow ($m) -4.5 2.4 39.7 59.0

- Tax expense 0.0 0.0 1.1 23.4 GCFPS (A$cps) -0.3 0.2 2.9 4.3

+ Changes in Foreign Exchange 0.0 0.0 0.0 1.0 PCF (x) -49.3 94.0 5.6 3.8

+ Abnormal Items -0.3 0.0 0.0 0.0 Dividend

NPAT -17.6 -5.7 37.5 55.6 Dividend (A$cps) 0.0 0.0 0.0 0.0
Normalised NPAT -12.5 -5.7 37.5 55.6 Yield (%) 0.0 0.0 0.0 0.0

Cash Flow (A$m) 2018A 2019E 2020E 2021E

Operating Cashflow -4.5 2.4 39.7 59.0

- Capex 49.0 7.6 17.9 15.9 Financial Ratios 2018A 2019E 2020E 2021E

- Exploration & evaluation 0.3 0.0 0.0 0.0 Balance Sheet Ratios

- Asset purchases (+ asset sales) 5.8 0.0 0.0 0.0 Total Debt / Equity (%) 283 259 376 645

+ Other 0.0 0.0 0.0 0.0 Interest cover (x) -3.6 0.0 10.9 124.3

Free Cashflow -59.5 -5.3 21.8 43.1 Acid test ratio (x) 0.6 0.2 0.3 0.6

- Dividends 0.0 0.0 0.0 0.0

+ Equity raised 49.6 4.3 0.0 0.0 Profitability Ratios

+ Debt drawdown (- repaid) 22.7 0.0 -22.8 -25.3 Net profit margin (%) -49 -4 18 19

+ Other Investing Activities -5.0 0.5 0.0 0.0 Return on assets (%) -6 0 23 38

Net Change in Cash 7.8 -0.5 -1.0 17.8 Return on equity (%) -15 -5 25 26
+ Effects of exchange rate 0.2 0.0 0.0 1.0

Cash at end 338 23.3 22.8 21.8 40.6

Valuation Summary A$m A$/sh*

Balance Sheet (A$m) 2018A 2019E 2020E 2021E Bauxite Hills (100%) 617 0.45

Total assets 183.8 197.7 206.6 250.4

Total debt 37.4 48.2 25.3 0.0 Corporate Valuation -64 -0.05

Total liabilities 64.9 76.2 54.9 38.8 Unmined Resources 20 0.01

Shareholders funds 118.9 121.5 151.7 211.6 Non-Core Assets 5 0.00

Cash est. 23 0.02

Debt est. -42 -0.03

Production Summary (Financial Year Mt) 2018A 2019E 2020E 2021E Total @ 10% discount rate 559 0.40

Bauxite Hills Sales Bauxite Mt 0.3 2.6 3.8 5.3

All-in Sustaining Costs US$/t NA 39.2 30.4 26.9

Directors

Stephen Everett Non-Executive Chairman

Simon Finnis Managing Director and CEO

Realised Price (US$/t CIF) 52.6 45.9 44.7 43.4 Philip Hennessy Non-Executive Director

Exchange Rate Assumptions (AUD/USD) 0.78 0.72 0.72 0.72 Mark Sawyer Non-Executive Director

Dongping Wang Non-Executive Director
George Lloyd Non-Executive Director

2012E Lindsay Ward Non-Executive Director
45

55

Attributable Reserves & Resources Substantial Shareholders %
Reserves Mt Total Al2O3 Total SiO2 Greenstone Managament 19.8%
Total Resources 92.2 49.4 13.2 Balanced Property Fund 15.8%

Blackrock Group 10.8%

Resources Mt Total Al2O3 Total SiO2 DADI Engineering 5.7%
Total Resources 144.8 49.2 13.9 Renaissance Small Companies Fund 5.3%

55
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Strong first year of production 

MMI released December Q results with bauxite sales of 743k WMT, bringing the total for 

CY18 of 2.037Mt within the guidance range of 1.95-2.075Mt. Bauxite Hills achieved a 

2.5Mtpa annualised run rate for the last two quarters of the year and best shipping rates 

of ~12kt/day in the month of December (excluding weather affected days). 
 

Table 1. CY18 Bauxite Hills production and shipping 

 
Source: MMI 
 

Figure 1. MMI daily shipping rates 

 
Source: MMI 

Cashflows 

MMI finished the Q with $40.2m cash and receivables ($23.3m cash) versus $38.2 at 30 

September. Free cashflow was ~$4.5m before $2.9m expansion capex and $2.2m 

financing costs. 

 

Figure 2. December Q cashflow waterfall chart 

 
Source: MMI 

 

 

MMI achieved the midpoint of 

CY19 shipping guidance of 1.95-

2.075Mt… 

 

 

…with 816kt shipped in the 

December Q 

 

 

 

 

 

 

 

 

 

 

 

 

A $6.8m expansion to 3.5Mtpa is 

underway… 

 

 

…with $2.8m spend in the 

December Q… 

 

 

…and $4m to spend in the March Q 
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Expansion from 2.0Mtpa to 3.5Mtpa to 6.0Mtpa 

MMI has committed to a $6.8m expansion to lift production from 2.0Mt to 3.5Mt. Some 

early works have commenced and long lead items were ordered during the December Q. 

Remaining expenditure for the current Q is ~$4m. This should enable a restart at the 

expanded rate in April after the operational shut for the north Australian wet season. The 

Company is also revising the 2017 BFS to further expand production to 6.0Mtpa (pending 

market demand). The original capex estimate to expand from 2.0Mtpa to 6.0Mtpa was 

$36.7m, however some of this will be bought forward for the 3.5Mtpa expansion. The 

revised DFS is due Q2 2019. MMI has a Mining Licence for up to 10Mtpa, however shipping 

beyond 6.0Mt will likely require bathymetric levelling of the Skardon River.  

Favourable market conditions 

Chinese bauxite imports increased by an average 25% pa over the past two years reaching 

~80Mt in 2018. This is expected to grow to 130-150Mt by 2025. This appetite is driven by 

China’s environmental protection measures resulting in the closure of domestic mines and 

a growing preference to use high-grade, low impurity imported bauxite. In 2018, imports 

from Guinea grew the fastest, up 44% yoy for the first 9 months and accounting for 47% 

of China’s total imports. However, market share decreased from 53% in early 2018 as 

exports from Indonesia gained momentum. Imports from Australia remained strong, up 

20% yoy over the same period. The market share of Australia imports into China rose from 

33% at the start of 2018 to 37%, signalling Australia’s competitiveness over its peers. As 

shipping rates increase, Australasian imports gain an increasing cost advantage over more 

distal African (Guinean) and South American (Brazilian) imports into China.  

 

Figure 3. Chinese bauxite imports by country from May 2017 to November 2018 

 
Source: MMI.CM Group 

 

Best positioned to capitalise on a growing market 

We regard MMI as the best way to play the growing bauxite sector given its low sovereign 

risk jurisdiction, expansion potential and close proximity to the highest growth market in 

China. While RIO is ramping up its Amrun project (~23Mtpa rate by late 2019) in 

Queensland, Australia, MMI represents the only ASX listed pure play bauxite producer 

with significant export tonnages. The Bauxite Hills product has attained market 

acceptance and ~75% of CY19 production is allocated to offtake contracts. As production 

increases, economies of scale will drive down operating costs and increase margins. At the 

6.0Mtpa rate, we forecast EBITDA at >$100mpa applying a realised price of A$62/t and 

delivered cash costs of A$37/t.    

 

A BFS to expand production to 

6.0Mtpa is underway 

 

 

 

 

 

Seaborne demand is being driven 

by environmental closures and 

declining reserves in China… 

 

 

 

 

 

…with highest import growth from 

Guinea and Australia 

 

 

 

 

 

 

 

MMI is the only pure play 

Australian bauxite producer with 

significant scale… 

 

…making it our preferred way to 

play the bauxite thematic 
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Important Disclosures 
Argonaut has acted as Financial Adviser to MMI in the previous 12 months and received fees commensurate with this 
service.  Argonaut acted as Sole Lead Manager to the Placement that raised $17.5M in June 2018 and received fees 
commensurate with this service.  Argonaut currently holds or controls 100,000 MMI shares, 4M MMI Options 
exercisable at $0.08 on or before 23 Dec. 2019 and 10M MMI Options exercisable at $0.15 on or before 27 Aug. 2019. 
 
Information Disclosure 
Each research analyst of this material certifies that the views expressed in this research material accurately reflect the 
analyst's personal views about the subject securities and listed corporations. None of the listed corporations reviewed 
or any third party has provided or agreed to provide any compensation or other benefits in connection with this material 
to any of the analyst(s). 
 
For U.S. persons only 
This research report is a product of Argonaut Securities Pty Limited, which is the employer of the research analyst(s) 
who has prepared the research report. The research analyst(s) preparing the research report is/are resident outside the 
United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) 
is/are not subject to supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing 
requirements of FINRA or required to otherwise comply with U.S. rules or regulations regarding, among other things, 
communications with a subject company, public appearances and trading securities held by a research analyst account. 
 
This report is intended for distribution by Argonaut Securities Pty Limited only to "Major Institutional Investors" as 
defined by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof 
by U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a 
Major Institutional Investor as specified above, then it should not act upon this report and return the same to the sender. 
Further, this report may not be copied, duplicated and/or transmitted onward to any U.S. person, which is not the Major 
Institutional Investor.  
 
In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof 
by the SEC in order to conduct certain business with Major Institutional Investors, Argonaut Securities Pty Limited has 
entered into an agreement with a U.S. registered broker-dealer, Marco Polo Securities Inc. ("Marco Polo"). Transactions 
in securities discussed in this research report should be effected through Marco Polo or another U.S. registered broker 
dealer. 
 
Hong Kong Distribution Disclosure 
This material is being distributed in Hong Kong by Argonaut Securities (Asia) Limited which is licensed (AXO 052) and 
regulated by the Hong Kong Securities and Futures Commission. Further information on any of the securities mentioned 
in this material may be obtained on request, and for this purpose, persons in the Hong Kong office should be contacted 
at Argonaut Securities (Asia) Limited of Unit 701, 7/F, Henley Building, 5 Queen’s Road Central, Hong Kong, telephone 
(852) 3557 48000. 
 
General Disclosure and Disclaimer 
This research has been prepared by Argonaut Securities Pty Limited (ABN 72 108 330 650) (“ASPL”) or by Argonaut 
Securities (Asia) Limited (“ASAL”) for the use of the clients of ASPL, ASAL and other related bodies corporate (the 
“Argonaut Group”) and must not be copied, either in whole or in part, or distributed to any other person. If you are not 
the intended recipient you must not use or disclose the information in this report in any way.  ASPL is a holder of an 
Australian Financial Services License No. 274099 and is a Market Participant of the Australian Stock Exchange Limited. 
ASAL has a licence (AXO 052) to Deal and Advise in Securities and Advise on Corporate Finance in Hong Kong with its 
activities regulated by the Securities and Futures Ordinance (“SFO”) administered by the Securities and Futures 
Commission (“SFC”) of Hong Kong.  
 
Nothing in this report should be construed as personal financial product advice for the purposes of Section 766B of the 
Corporations Act 2001 (Cth). This report does not consider any of your objectives, financial situation or needs.  The 
report may contain general financial product advice and you should therefore consider the appropriateness of the 
advice having regard to your situation. We recommend you obtain financial, legal and taxation advice before making 
any financial investment decision. 
 
This research is based on information obtained from sources believed to be reliable and ASPL and ASAL have made every 
effort to ensure the information in this report is accurate, but we do not make any representation or warranty that it is 
accurate, reliable, complete or up to date. The Argonaut Group accepts no obligation to correct or update the 
information or the opinions in it. Opinions expressed are subject to change without notice and accurately reflect the 
analyst(s)’ personal views at the time of writing.  No member of the Argonaut Group or its respective employees, agents 
or consultants accepts any liability whatsoever for any direct, indirect, consequential or other loss arising from any use 
of this research and/or further communication in relation to this research. 
 
Nothing in this research shall be construed as a solicitation to buy or sell any financial product, or to engage in or refrain 
from engaging in any transaction. The Argonaut Group and/or its associates, including ASPL, ASAL, officers or employees 
may have interests in the financial products or a relationship with the issuer of the financial products referred to in this 
report by acting in various roles including as investment banker, underwriter or dealer, holder of principal positions, 
broker, director or adviser. Further, they may buy or sell those securities as principal or agent, and as such may effect 
transactions which are not consistent with the recommendations (if any) in this research.  The Argonaut Group and/or 
its associates, including ASPL and ASAL, may receive fees, brokerage or commissions for acting in those capacities and 
the reader should assume that this is the case. 
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There are risks involved in securities trading. The price of securities can and does fluctuate, and an individual security 
may even become valueless. International investors are reminded of the additional risks inherent in international 
investments, such as currency fluctuations and international stock market or economic conditions, which may adversely 
affect the value of the investment. 
 
The analyst(s) principally responsible for the preparation of this research may receive compensation based on ASPL’s 
and / or ASAL’s overall revenues. 
 
Copyright 
© 2019.  All rights reserved. No part of this document may be reproduced or distributed in any manner without the 
written permission of Argonaut Securities Pty Limited and / or Argonaut Securities (Asia) Limited.   Argonaut Securities 
Pty Limited and Argonaut Securities (Asia) Limited specifically prohibits the re-distribution of this document, via the 
internet or otherwise, and accepts no liability whatsoever for the actions of third parties in this respect. 
 


