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Metro Mining 

A strong operational quarter 

 MMI reported bauxite production of 1,420 Wet Metric Tonnes (WMT) for the Sep 
quarter and shipped 1,415WMT – on track for guidance of 3.3-3.5WMT for CY19. 

 An effective production rate above 4Mtpy with 3 production and shipping quarters, 
minesite costs (mining and barging) were A$18.62/WMT for the quarter.  

 Improved shiploading performance and marginally lower ocean freight rates saw 
freight costs down marginally, with cash costs of A$40.44/WMT from A$46.40.  

 The DFS to take production to 6Mtpy was completed, with a projected capital cost 
of A$51.4m and the Floating Terminal 85% of this, with production from 2021.  

 Available cash was A$43.5m, up A$14.0m from 30 June, and total restructured 
debt stood at A$37.9m. 

Bauxite Hills operating efficiently at this scale 
The September quarter delivered in terms of production (1,420WMT) and shipping 
(1,415WMT). With 3 production quarters in the year to allow for the wet season, this 
annualises above 4MTPY. This level of production delivered unit costs of A$18.62/WMT, 
for the first time below A$20/WMT, confirming MMI’s projections. Production guidance of 
3.3-3.5MTPY for CY19 was reaffirmed.   

Bauxite sales, demand and pricing  
Of the projected 3.5Mt production for CY19, 2.3Mt is under long term offtake to Xinfa, at 
a price linked to the alumina price index denominated in RMB. The balance has been sold 
at prevailing market prices. Chinese alumina production using domestic ore declined 
below 50% from 61% at end 2018, with imports over the first 8 months of 2019 up 30.8% 
YOY to 71.3Mt. Prices are expected to remain near the recent US$50.70/Dry Metric Tonne 
(DMT). 

Stage 2 expansion to 6Mtpy 
The DFS was completed to take Bauxite Hills production to 6Mtpy from reserves of 
109.5Mt. The floating terminal with the equipment to load larger cape size vessels which 
are ungeared will comprise 85% of the A$51.4M cost, leading to further reduced unit 
loading and shipping charges. Completion of engineering is scheduled for November 
2019, followed by funding negotiations. Production is scheduled for 2021.     

Valuation, target price and risk 
With the realisation of lower unit costs for mining and barging, we have revised down our 
projected A$ cost structure for site operations. MMI also reported some savings on ocean 
freight unit costs from rates, offset in A$ terms by a weaker A$/US$ exchange rate. 
However, the weaker rate has had the benefit of lifting the received bauxite price in A$ 
terms. Our valuation and target price have lifted to A$0.35ps (from A$0.26ps), with the 
bauxite price and exchange rates the major risks. Repayment of the Sprott debt facility 
commenced at a rate of US$1.07m/month and continues to August 2020. Repayment of 
the A$20.4m facility, with a related party of Metro’s substantial shareholder Balanced 
Property (15.83%), has been adjusted and extended.  
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 Financial Summary Dec-17A Dec-18A Dec-19F Dec-20F Dec-21F

Revenue (A$m) 0.0 25.3 204.3 237.8 297.3

Operating EBITDA (A$m) -11.36 -7.94 38.99 64.04 82.55

Net Profit (A$m) -2.37 -11.59 22.12 42.11 55.61

Normalised EPS (A$) (0.007) (0.013) 0.016 0.030 0.040

Normalised EPS Growth (28.8%) 92.6% 90.3% 32.1%

FD Normalised P/E (x) NA NA 7.82 4.11 3.11

DPS (A$) -                  -               -              -              -              

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

EV/EBITDA (x) NA NA 4.50 2.52 1.42

P/FCFE (x) NA NA 15.02 12.18 3.90

Net Gearing 0.3% 11.9% 1.8% (6.3%) (23.4%)

P/BV (x) 0.65 1.45 1.23 0.94 0.72

ROE (4.9%) (11.6%) 17.0% 26.0% 26.4%

% Change In Normalised EPS Estimates   

Normalised EPS/consensus EPS (x)   

 

43

59

75

91

107

123

0.080

0.100

0.120

0.140

0.160

0.180

Price Close Relative to S&P/ASX 200 (RHS)

Source: Bloomberg

10

20

30

Oct-18 Jan-19 May-19 Aug-19

V
o

l m

http://www.efa.biz/
http://www.efa.biz/


 

Mining│Australia│Equity research│October 31, 2019   

 
   

2 
 

 

Figure 1: Financial summary  

 
SOURCE: MORGANS RESEARCH, COMPANY   

 
 
 

Figure 2: Changes to forecasts  

 

   SOURCES: MORGANS, COMPANY REPORTS 

 

  

Metro Mining Operations

Input Prices FY17A FY18A FY19E FY20E FY21E VALUATION

Exchange Rate - from Input Sheet A$/US$ 0.75 0.77 0.72 0.70 0.70 Cost of Capital 10.10%

Bauxite - from Input Sheet US$/t 40.75 53.63 43.00 45.00 45.00 Pre Tax NPV $656.5M

Calculated A$/t 45.72 Post Tax NPV $531.7M

CBX Operations FY17A FY18A FY19E FY20E FY21E

Bauxite mined kt 445 3,600 4,000 5,000 Valuation Summary WACC 10.1%

Recovery % 89.7 95.0 93.0 93.0 A$M A$/Share

DMT Product kt 399 3,420 3,720 4,650 Bauxite Hills 531.7 0.38

DMT Bauxite Value CIF US$/t 35.3 43.0 45.0 45.0 Net cash -30.0 -0.02 

US$M 14.1 147.1 167.4 209.3 Corporate & Other -20.0 -0.01 

Revenue A$M 18.2 204.3 237.8 297.3 Total Value $m 481.7 0.35

Reported A$M 18 Number of shares (m) 1384.9

Fixed Costs A$'000 10,000 10,000 10,000 10,000 Target Price 0.35

Mining & Haulage Costs A$/t 9.90 9.00 9.00 9.00

A$'000 3,950 61,560 66,960 83,700

Site Operating Costs A$M 13.950 71.560 76.960 93.700

A$/t 34.96  20.92   20.69   20.15   

Marketing & Other Charges % 1.5 1.0 1.0 1.0

A$M 0.273 2.043 2.378 2.973

Mine Cashflow A$M 4.0 67.4 97.1 123.9

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

A$M 2.7 30.4 35.4 44.3

A$/t 42.44  30.42   30.85   30.32   

Operating EBITDA A$M -11.4 -7.9 39.0 64.0 82.6

Net Interest Income A$M -     (1.75)   (3.83)    (2.93)    (2.03)    

Depreciation And Amortisation A$M (0.04)  (1.33)   (5.40)    (6.40)    (8.00)    

Net Profit A$M -2.4 -11.6 22.1 42.1 55.6

Operational Cashflow A$M 1.3 36.9 61.7 79.6

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

Project Cashflow A$M -35.8 1.3 35.9 60.7 78.6

Realised Tax Rate % 25.0 25.0 25.0 25.0 25.0

Post Tax cashflow A$M -26.9 0.9 27.0 45.5 58.9

Debt

Drawdown A$M -35.8 

Accrued debt A$M -39.0 -42.5 -42.5 -32.5 

Capital repaid A$M 10.0 10.0

Interest Rate % 9.0 9.0 9.0 9.0 9.0

Interest Capitalised A$M -3.2 -3.5 

Interest repaid A$M 3.8 2.9

Cashflow after interest repayment A$M 1.3 35.9 56.8 75.7

Cashflow after interest and  capital A$M 1.3 35.9 46.8 65.7

Adjusted Tax Rate % 30.0 30.0 25.0 25.0 25.0

Post Tax cashflow after debt A$M 1.3 28.3 48.1 61.7

Prev Rev % chg Prev Rev % chg Prev Rev % chg

Revenue 145.1 204.3 40.7% 223.2 237.8 6.5% 275.3 297.3 8.0%

EBITDA 21.2 39.0 84.2% 44.2 64.0 45.0% 54.6 82.6 51.3%

EBIT 9.6 33.6 249.2% 27.5 57.6 109.9% 35.0 74.6 113.3%

NPAT 9.6 22.1 130.0% 27.5 42.1 53.3% 35.0 55.6 59.1%

EPS 0.7 1.6 130.0% 2.0 3.0 53.3% 2.5 4.0 59.1%

Div yield 0.0% 0.0% n.a. 0.0% 0.0% n.a. 0.0% 0.0% n.a.

2019E 2020E 2021E
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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): N/AEFACustomAnalystPosn|  

  

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

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

Research coverage policy 
For an overview on the stock selection process, refer to our website at morgans.com.au/research-and-markets/company-analysis/Research-Coverage-Policy 

Research independence statement  
morgans.com.au/Research-Independence-Statement 

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