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High Growth Stock @ Throwaway Valuations/Inflection Point 
Established in 2010, IRC is the only supplier of premium 65% grade iron 
ore operating in the Russian Far East. The company has 4 mining projects 
with total resources of 1,425.3 mn tons and reserves of 387.4 mn tons, 
enough to support 30+ years of mining activity. The company has been 
unprofitable till now, however the emergence of several key catalysts 
suggest that the stock is at an inflection point.  Its largest mine-K&S [3.2 
mn tons per annum capacity] became operational in FY2017 and 
during our recent meeting with senior management at the 
company’s corporate headquarters in Hong Kong, they mentioned 
that the company’s top priority is to ramp up K&S to 100% capacity 
in the coming months. The 65% grade iron ore produced at K&S 
commands a premium price over the standard 62% grade and with the 
implementation of various pollution control measures in China, the 
premium has further widened over the last year to a record high of 
$27/ton. The K&S mine has a low cash cost [US$48.4/ton in FY2017] and 
with the completion of the Amur River Bridge in the first half of 2019 and 
full capacity ramp-up at K&S, cash costs are expected to go down to 
US$43/ton.  Furthermore, the company also has an option to expand the 
mine’s annual capacity initially to 4.6 mn tons and later to 6.3 mn tons. 
 
With rapidly increasing sales volume, a sustained higher pricing premium 
for the 65% Fe grade and reducing costs, the company’s revenues and 
earnings should grow at a rapid pace in the next 3-4 years. Based on our 
model estimates, revenues should increase from US$109 mn in 
FY2017 to US$287 mn in FY2022 at a CAGR of 21.3% while earnings 
should increase from a loss of US$16.4 mn in FY2017 to a profit of 
US$52.5mn in FY2022. With minimal future CAPX requirements, we 
forecast a FCF of US$9.9 mn and US$15.5mn in FY2019 and FY2020 
suggesting a yield of 12.5% and 17.3% on the current stock price. We 
would also like to point out that, in our calculations, we take into 
consideration only the existing resources at IRC’s operating mines and 
ignore any potential upside from projects under exploration We have a 
12-month price target of HK$0.17 on the stock, suggesting an 
upside of 70% from the current levels. Currently, the stock is 
trading at a P/E of just 11.2x and 3.6x on our FY2019 and FY2020 
earnings estimates vs. industry average multiples of 9.8x and 10.2x 
on consensus FY2019 and FY2020 earnings. Similarly, on a P/B 
basis, the stock is trading at just 0.38x vs. its own 5-year historical 
average multiple of 1.05x and industry average multiple of 1.62x. 
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11.2x/3.6x FY2019/FY2020 P/E; 0.38x P/B 
IRC’s largest K&S mine became operational in FY2017 and is 
aggressively ramping up to 100% capacity.The mine has annual 
production capacity of 3.2 mn tons which is almost 3x the production 
capacity of its Kuranakh mine [currently under care and maintenance] 
and produces 65% Fe grade which commands premium pricing vs. the 
62% grade produced at Kuranakh. In FY2017, taking into account the 
satisfactory performance of the K&S mine and favorable iron ore prices, 
the company also reversed prior impairment charges to the tune of 
US$130 mn.  As such, we believe that the stock is currently at a multi-
year inflection point and expect earnings to turn positive in FY2018 
supported by K&S capacity ramp-up and favorable iron ore prices for 
the premium 65% Fe grade. Based on our model forecasts [which 
assume US$80 iron ore price on a dry metric ton basis for the 65% Fe 
grade], the stock is trading at a P/E of just 11.2x and 3.6x on FY2019 
and FY2020 earnings vs. industry average multiples of 9.8x and 10.2x 
on consensus FY2019 and FY2020 earnings. Similarly, on a P/B basis, 
the stock is trading at just 0.36x vs. its own 5-year historical average 
multiple of 1.05x and industry average multiple of 1.62x. Furthermore, 
the current book value of the company is low due to large levels of 
impairments taken in the last few years. We believe that with favorable 
iron ore prices and strong sales results of K&S, there will be substantial 
impairment reversal in the coming year, suggesting an even lower P/B 
multiple. Given that the stock is down more than 90% from its October 
2010 IPO price and is trading at extremely attractive valuations with 
multiple catalysts in place, we believe that the stock offers a compelling 
risk/reward for investors. 
 
11.1% FY2019 FCF Yield 
The company had been generating large negative free cash flows over 
the last several years due to lower profit margins of the then 
operational Kuranakh mine and high CAPX requirements for the 
development of the K&S mine. However, in FY2017, when the K&S mine 
began operations, the company generated FCF of US$14.8 mn, a yield of 
11.2% on the year-end stock price. After incurring a total of 
approximately US$410 mn CAPX during 2012-2015, the company’s 
CAPX requirement has come down [FY2016/FY2017 CAPX was US$14.7 
mn/US$6.8 mn]. During our conversation, management mentioned that 
the company will only incur a minimal maintenance CAPX in the next 
few years, mainly CAPX related to Sutara open pit development of 
US$29 mn which will increase K&S mine life to over 20 years. Even the 
intermediate Phase 2 expansion of the K&S mine to 4.6 mn tons 
capacity can be completed with just US$50 mn CAPX. As such, we expect 
FCF yield to increase further in the coming years. Our model suggests 
that the company can generate FCF of US$9.9mn and US$15.5mn in 
FY2019 and FY2020 suggesting a yield of 11.1% and 17.3% on the 
current stock price. We believe that majority of this cash will be utilized 
to pay down debt which will help reduce earnings volatility and 
increase investor confidence in the stock. 
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Strong Revenue and Earnings Growth 
After a few delays, the company’s K&S mine became operational in 
FY2017 and during the year produced and sold approximately 1.5 mn 
tons of iron ore concentrate operating at close to 50% capacity. The 
facility is quickly ramping up to 100% utilization and operated at an 
average of 68% capacity in 1H2018 producing 1.08 mn tons of iron 
ore concentrate during the period, an increase of 56% over the 
corresponding period last year. At the end of June 2018, the mine was 
operating at 78% capacity. The 65% Fe grade produced at the mine 
has been commanding a price premium of close to 40% over the 62% 
grade since the last one year and with increasing pollution control 
measures in China the premium is expected to widen. Furthermore, 
the cash costs of the K&S mine are much lower than the Kuranakh 
mine and are expected to reduce even more once the Amur River 
Bridge is completed and the mine operates at 100% capacity 
benefitting from economies of scale.  
 
Given the strong and rapidly increasing sales volume, pricing 
premium for the 65% Fe grade and reducing costs, we expect the 
company’s revenues and earnings to grow at a rapid pace in the 
coming years. In our model, we assume long-term 65% grade Fe price 
of US$80/ton on a dry metric ton basis and K&S capacity expansion to 
4.6 mn tons [currently 3.2 mn tons per annum] to come online in 
FY2021. Based on our model estimates, revenues increase from 
US$109 mn in FY2017 to US$287mn in FY2022 at a CAGR of 21.3% 
while earnings increase from a loss of US$16.4 mn in FY2017 to a 
profit of US$52.5mn in FY2022. Our earnings estimates are highly 
sensitive to our iron ore price assumption. If we use iron ore price of 
US$70/ton,  earnings fall to US$25.1 mn for FY2022 whereas using 
iron ore price of US$90/ton leads to an increase in earnings to 
US$91.1 mn. 
 



4 Evaluateresearch.com 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

        

Large Base of Resources and Reserves 
IRC’s iron ore assets are located in the Far East of Russia in Amur and 
EAO [Jewish Autonomous Region] regions providing close proximity to 
the Chinese North-Eastern region. The company is the largest iron ore 
miner operating exclusively in the Russian Far East region. Currently, 
only its K&S mine [having two principal deposits: Kimkan and Sutara] is 
under production, Kuranakh is under care and maintenance and 
Garinskoye is under advanced exploration. While three prospective 
mining projects namely Garinskoye Flanks[extension of the main 
Garinskoye deposits], Kostenginskoye [part of K&S resource base] and 
Bolshoi Seym are in early exploration/discovery phase and should 
provide resources to sustain longer term development of the company. 
As of FY2017, IRC had total measured, indicated and inferred ORC-
compliant iron ore resources of 1,425 mn tons, of which 885 mn tons 
are measured and indicated while 540 mn tons are inferred. The total 
proven and probable iron ore reserves of the company are 387 mn tons. 
The K&S mine which became operational in 2017 has 361.2 mn tons of 
reserves, accounting for the bulk of the reserves. With an average Fe 
grade of 32.6%, the total Fe reserves of the company are 126.3 mn tons. 
The company has enough resources to support 30+ years of mining 
activity and we expect it to continue its drilling and exploration 
activities near its existing projects to raise its resource and reserve base 
even further. 
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6.6x FY2019 EV/EBITDA 
In FY2017, IRC generated EBITDA of US$17.8 mn. With rapidly 
increasing capacity utilization at the K&S mine and economies of scale 
kicking in, we expect EBITDA to increase further going forward. For 
FY2018 and FY2019, we forecast EBITDA of US$28.3 mn and US$48.3 
mn, respectively. Based on our model estimates, the stock is trading at 
FY2019 EV/EBITDA of 6.6x and FY2020 EV/EBITDA of 5.3x. 
 
K&S: 20 Years Mine Life, Premium 65% Fe Iron-Ore, 3.2 mn Tons 
Annual Capacity 
The company’s 100%-owned K&S mine started commercial production 
in early FY2017. The open-pit magnetite project which is located in the 
Obluchenskoye District of the Jewish Autonomous Region [EAO] of the 
Russian Far East consists of 2 principal deposits: Kimkan and Sutara. It 
is the largest mine of IRC having total JORC-compliant resources and 
reserves [including the Kostenginskoye deposit] of 855.8 mn tons and 
361.2 mn tons, respectively and a mine life of 20 years. The site has a 
capacity to produce 3.2 mn tons [almost 3x the capacity of Kuranakh 
mine] of premium 65% Fe grade annually at competitive costs. The site 
enjoys tremendous geographical advantage provided by its proximity to 
customers in China & Russia and direct rail connectivity resulting in 
better customer reach and lower transportation costs. The Trans-
Siberian Railway is linked directly to the mine site, allowing easy 
transport of products to customers in China. The deposits are 4 
kilometers from the town of Izvestkovaya, through which the Trans-
Siberian Railway passes. It is also 130 kilometers from the federal 
highway connecting to the regional capital of Birobidzhan, and 300 
kilometers from Khabarovsk, the principal city of the Russian Far East. 
Furthermore, with the help of the Amur River Bridge, which is expected 
to be commissioned by 2019, the transport cost and distance can be 
further reduced. 
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Reducing Cash Costs as K&S Ramps up to 100% Capacity 
The K&S facility operated at approximately 50% capacity in FY2017, its first 
year of operation. The lower capacity utilization was a result of the company 
encountering certain production disruptions due to railway congestion 
issues and problems with its drying unit towards the end of 2017. However, 
the company is resolving its bottlenecks and is continuing to ramp up to full 
capacity. In 1H2018, the K&S facility operated at 68% capacity while at the 
end of June 2018, capacity utilization was 78%. Unit cash costs in FY2017 for 
the K&S mine were US$48.4/ton as compared to US$55/ton for the 
Kuranakh mine in both FY2015 and FY2016. One advantage for the K&S 
mine is that the plant and the mine are located in the same place resulting in 
an elimination of the cost to transport to plant.  
 

Site operating expenses and service costs (US$/t) 2013 2014 2015 2016 2017 

Mining 37.5 29.6 8.8 5.4 12.6 

Processing 18.4 17.1 11.4 12.3 12.0 

Transportation to plant 7.0 8.3 5.7 3.8 0.0 

Production overheads, site administration and related costs 22.4 26.4 16.4 14.4 10.5 

Transportation to customers 36.6 30.7 19.4 17.8 16.6 

Movements in inventories and finished goods -8 6.9 3.5 20.1 -3.3 

Contribution from sales of ilmenite concentrate* and others -18.2 -11.9 -10.3 -18.8 0.0 

Total 95.7 107.1 54.9 55.0 48.4 

 
Although, higher transportation and mining costs increased the cash costs to 

US$51.7 per ton in 1H2018, with capacity ramping up, we expect cash costs 

to decrease in the coming period. Also management publicly commented 

that major driver for the increase in transportation is due to increased spot 

rental rate of railway cars, that the company can potentially mitigate through 

financial leasing of the railway cars in the future.The Ruble remains weak 

and continues to depreciate in recent months to its lowest dollar value in 

nearly two years in light of the American Sanctions. Over the last 6 months, 

the dollar has 
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the dollar has appreciated against the Ruble by close to 20% from 
approximately RUB58 per dollar in March to RUB69 per dollar 
currently. The depreciation of the Russian Ruble will further help to 
reduce costs and improve margins since the company’s revenues are 
denominated in USD and are unaffected by ruble depreciation while its 
operating costs are in Ruble and would therefore reduce with Ruble 
depreciation. Furthermore, the construction of Amur River Bridge could 
further reduce rail transport costs by up to US$5 per ton to customers 
in China. For FY2019 and FY2020, we forecast cast costs per ton of 
US$47 and US$45, respectively. 
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Premium Pricing for Higher Grade Iron Ore 
As part of its continued efforts to improve environmental conditions in 
the country, in 2016, the Chinese government ordered steel mills to cut 
their pollution levels. This resulted in an increase in demand for higher 
grade iron ore for steel-making since higher grade ore contains fewer 
impurities and is more efficient thereby helping steel producers to 
maximize their steel output while limiting pollution. As a result, higher 
grade iron ore has been trading at much greater premium to lower 
grade ore than before. Over the last 1 year, the 65% grade has 
commanded about 20%-40% price premium over the 62% grade. 
During the first half of 2018 the benchmark 65% Fe Platts spot price 
index averaged approximately US$85 per ton. Last year, Rio Tinto’s 
CEO, Jean-Sebastien Jacques said that “The Chinese steel industry is 
being restructured, but that doesn’t mean they will reduce steel output. 
In order for them to maintain steel output with a lower capacity base, 
the only option for them is to increase the quality of the input [iron ore] 
they put into the blast furnace to create steel”. We expect the pricing 
premium for the higher grade ore to remain in the medium term as 
Chinese officials continue to implement stricter pollution control 
measures. This will force steel mills to continue to use higher grade ore, 
even if it would be cheaper to switch to lower quality.  
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Option to Double K&S Annual Production Capacity 
The K&S deposit currently has a production capacity of 3.2 mn tons per 
annum of 65% Fe grade. The company has an option to double the 
capacity to 6.3 mn tons in Phase 2 expansion.  As an interim 
development phase, IRC is assessing an intermediate, low CAPX option 
to upgrade the Phase 1 production facility to about 4.6 mn tons per 
annum requiring a capital expenditure of about US$50 mn. During our 
conversation, management mentioned that the company’s first priority 
is to ramp up the production at the mine to 100% of its existing capacity 
after which if conditions are favorable it will plan to expand the mine’s 
capacity further. In our model, we assume K&S capacity expansion to 
4.6 mn to come online in FY2021. 
 

Amur River Bridge to Reduce Cash Costs by US$5/Ton 
Amur River Bridge is a national project between China and Russia to 

build a railway bridge across the Amur River border between the two 

countries. The construction of the Chinese side of the bridge has been 

completed while the Russian side is still in progress. The bridge is 

expected to be completed in the first half of 2019. The current distance 

from the K&S deposits to the Chinese border [via Suifenhe] is 

approximately 1,000 kilometers. The K&S mine is situated 

approximately 240 kilometers from the bridge site and IRC’s nearest 

customer  
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customer in China is approximately 180 kilometers away from the 
bridge. Thus, IRC will benefit from the bridge with reduced 
transportation distance, cost and time. Once completed, the bridge will 
help K&S to reduce its transportation cost to the Chinese border by up 
to US$5 per ton, allowing K&S to strengthen its position as a low-cost 
producer of high grade iron ore concentrate. As per management 
estimates, total cash costs for K&S will reduce to approximately 
US$43/ton upon completion of the bridge and 100% capacity ramp-up 
of K&S. Moreover, the Bridge will become a part of the new export route 
and a stimulus for the creation of new logistical and industrial clusters, 
improving the transport accessibility of the region from which K&S is 
expected to benefit indirectly.  
 

 
 

Strong Portfolio of Assets for Future Development 
 Garinskoye 

Garinskoye is an advanced exploration project located in the 
Mazanovsky Administrative District, in the Amur Region in the Russian 
Far-East and lies approximately 300 km from the regional capital of 
Blagoveschensk, midway between the BAM [Baikal-Amur Mainline] and 
Trans Siberian Railway. With exploration licenses for ground covering 
over 3,500 sq. km, the project is the largest in terms of area in IRC’s 
portfolio. The project offers the potential for a low cost DSO-style 
[Direct Shipping Ore] operation that can be transitioned into a large-
scale long-life open pit mining operation. The deposit has 
approximately 260 mn tons of JORC-compliant resources of 34.7% Fe 
grade. The company has two options to develop this deposit. The first 
option is to develop a large-scale 4.6 mn tons per annum open-pit 
operation with 20+ years of mine life, which requires the construction 
of a rail connection.  
 

The second option is an intermediate DSO-style operation that does not 
require a rail connection and can be started in advance of a larger 
conventional operation. The DSO-style plan comprises a pit with a 20.2 
mn tons reserve, 48% Fe grade, and a strip ratio of 1.7:1 m3 per ton and 
would  produce 1.9 mn tons per annum of 55% grade iron ore fines and 
will have a life of operation of 8 years. There is an option to further 
increase the project value at very little additional capital expenditure 
with the addition of a further wet magnetic separation stage to produce 
a high-grade “superconcentrate” with Fe 68% content. In 2013, IRC 

completed an internal Bankable Feasibility Study. In 2014, a third-  
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 party verification and a fatal flaws analysis for the DSO-style operation 
was carried out. Currently, the project is placed on hold until there is 
further improvement in the market conditions for iron ore and the 
company’s own financial position. 
 

 
 

 Kostenginskoye 
Kostenginskoye deposit [part of and included in the calculation of K&S 
resource base] is located 18 km south of the Sutara deposit and is 
believed to have a similar structure to the Sutara deposit. The deposit 
which has approximately 179 mn tons of JORC-compliant resources of 
27.6% Fe grade can further increase the mine life of K&S. All the 
resources of this deposit are included in the inferred category under the 
total resources of K&S. 
 

 

 
 

 Bolshoi Seym 
Bolshoi Seymis located in Tynda district of the Amur region, 40 km from 
the Kuranakh Deposit. At Bolshoi Seym, the license covers an area of 26 
sq. km. potentially economic mineralization at Bolshoi Seym comprises 
massive ilmenite and magneite. Massive mineralization comprises 90% 
to 99% [by volume] of ilmenomagneite, magneite and ilmenite. The 
deposit has approximately 293 mn tons of JORC-compliant resources of 
17.7% Fe grade, most of which are under the indicated category. 
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                                                                                                    Source: Annual Report 

 

  

 

 Other Projects 
Apart from exploration projects, IRC is also involved in complementary 
business of a steel slag reprocessing plant [SRP] and a mining 
consultancy services agency [Giproruda]. The SRP project procures its 
feedstock from Kuranakh. Since Kuranakh was moved to care and 
maintenance in 2016 and since there was no alternative source of 
materials as the feedstock for the SRP project, it was also moved to care 
and maintenance in 2017. 
 

 
 
Proximity to China  
IRC’s iron ore assets are located in the Far East of Russia in Amur and 
EAO [Jewish Autonomous Region] regions. All of its assets are located 
extremely close to the Chinese North-Eastern border and have easy rail 
connectivity. The K&S mine is located 1,000km [by railway] from the 
Chinese border while Kuranakh is 2,600 km from the border near the 
town of Olekma, a principal stop on the BAM Railway. This provides the 
company tremendous advantage over Australian and Brazilian 
producers selling ore to steel mills in Northeast China whose seaborne 
cargoes come from much longer distances of 7,500 kms and 22,000 
kms, respectively. Once the Amur River Bridge is completed, it will take 
only 3 to 5 days to transport iron ore from K&S to China vs. 30+ days for 
shipments from Brazil and 15+ days for Australia. 
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Peer Valuation Ticker  Mkt Cap [USD mn] P/B P/E 2019E P/E 2020E EV/EBITDA 2019E EV/EBITDA 2020E 

IRC 1029_HK  80.4 0.4 11.2 3.6 6.6 5.3 

VALE SA VALE3_BZ  68,645.0 1.7 9.5 9.7 5.7 5.5 

CLEVELAND-CLIFFS CLF_US  3,092.0 - 6.8 8.2 5.7 7.2 

BHP BILLITON  BHP_AU  114,030.0 2.2 14.1 13.7 6.1 6.0 

FORTESCUE METALS  FMG_AU  8,334.4 0.9 8.7 8.4 4.0 3.9 

MOUNT GIBSON IRON  MGX_AU  394.5 1.1 71.4 13.2 - - 

RIO TINTO  RIO_AU 80,788.7 2.1 12.0 12.2 6.0 6.3 

FERREXPO  FXPO_LN  1,156.2 1.6 4.9 6.8 4.0 5.0 

KUMBA IRON ORE  KIO_SJ  5,822.6 2.7 12.8 12.6 5.9 5.6 

Average     1.6 9.8 10.2 5.5 5.6 

 

 

 

 

 

  Valuation                                                                                                                                             
 
We have a 12-month price target of HK$0.17 on the stock, 
suggesting an upside of 70% from the current levels. Our price 
target is based on a P/E multiple of 6.6x on our FY2020 earnings 
estimate. Our long-term DCF-based price comes to HK$0.48 suggesting 
an upside of close to 400% from the current levels. The stock is 
currently trading at a P/E of just 11.2x and 3.6x on our FY2019 and 
FY2020 earnings estimates vs. industry average multiples of 9.8x and 
10.2x on consensus FY2019 and FY2020 earnings. Similarly, on a P/B 
basis, the stock is trading at just 0.38x vs. its own 5-year historical 
average multiple of 1.05x and industry average multiple of 1.62x. 
 
The company’s largest mine-K&S [3.2 mn tons per annum capacity] 
became operational in FY2017 and is quickly ramping up to 100% 
capacity. The 65% grade iron ore produced at K&S commands a 
premium price over the standard 62% grade and with the 
implementation of various pollution control measures in China, the 
premium has further widened over the last 1 year. The mine also has 
one of the lowest cash costs in the industry [US$48.4/ton in FY2017] 
and with the completion of the Amur River Bridge by mid-2019 and full 
capacity ramp-up at K&S, cash costs are expected to go down to 
US$43/ton.  Furthermore, the company also has an option to expand 
the mine’s capacity initially to 4.6 mn tons and later to 6.3 mn tons. As 
such, we believe that the stock is at an inflection point and with it down 
more than 90% from its October 2010 IPO price and trading at 
extremely attractive valuations, we believe that the stock offers a 
compelling risk/reward to investors. 
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Scenario Analysis 

  2018E 2019E 2020E 2018E 2019E 2020E 2018E 2019E 2020E 

Average iron ore price 70 80 90 

Iron ore sales volume (tons) 2,240,000 2,880,000 3,200,000 2,240,000 2,880,000 3,200,000 2,240,000 2,880,000 3,200,000 

Revenue (in US$ mn) 141.1 181.4 201.6 154.1 198.1 220.2 181.4 233.3 259.2 

  
         

Cash costs  -112.0 -135.4 -144.0 -112.0 -135.4 -144.0 -112.0 -135.4 -144.0 

Admin  -10.0 -10.8 -11.7 -10.0 -10.8 -11.7 -10.0 -10.8 -11.7 

Other revenue/expense -3.8 -3.7 -3.6 -3.8 -3.7 -3.6 -3.8 -3.7 -3.6 

EBITDA 15.3 31.6 42.3 28.3 48.3 60.9 55.6 83.4 99.9 

Depreciation  -18.7 -21.6 -22.8 -18.7 -21.6 -22.8 -18.7 -21.6 -22.8 

Net financial expenses -22.4 -22.9 -18.1 -22.4 -22.5 -17.3 -22.4 -22.5 -17.5 

Others 4.3 3.8 4.2 4.3 3.8 4.2 4.3 3.8 4.2 

PBT -21.5 -9.1 5.6 -8.6 8.0 25.0 18.8 43.2 63.8 

Income tax 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

Net profit -21.5 -9.1 5.6 -8.6 8.0 25.0 18.8 43.2 63.8 

P/E ratio - - 13.09 - 11.24 3.58 4.96 1.95 1.28 

 

 

 

 

 

Model Estimates 
 
The main estimates used in our model are iron ore price, volume and 
cash costs. We assume iron-ore price of US$80/ton for the 65% grade.  
Iron-ore price in the model is based on wet metric ton and includes 
industry practice on trading discount. We forecast capacity utilization of 
70%/90%/100% for FY2018/ FY2019/ FY2020 and expect the capacity 
expansion to 4.6 mn tons [currently 3.2 mn tons per annum] to come 
online in FY2021. We forecast cash costs of US$50/ton for FY2018 and 
to reduce to US$47/ton and US$45/ton in FY2019 and FY2020, 
respectively once the Amur River Bridge is completed and K&S mine 
ramps up to 100% utilization.  
 
Based on our model estimates, revenues should increase from US$109 
mn in FY2017 to US$287mn in FY2022 at a CAGR of 21.3% while 
earnings should increase from a loss of US$16.4 mn in FY2017 to a 
profit of US$52.5mn in FY2022. Our earnings estimates are highly 
sensitive to our iron ore price assumption. If we use iron ore price of 
US$70/ton,  earnings fall to US$25.1 mn for FY2022 whereas using iron 
ore price of US$90/ton leads to an increase in earnings to US$91.1 mn. 
In our calculations, we take into consideration only the existing 
resource at IRC’s operating mines and ignore any potential upside from 
projects under exploration. 
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 Catalysts                                                                                                                                 
 
K&S Capacity Ramp-up 
The company’s K&S mine became operational in FY2017 and during the 
year produced and sold approximately 1.5 mn tons of iron ore 
concentrate operating at close to 50% capacity. The facility is ramping 
up to 100% utilization quite quickly and operated at 68% capacity in 
1H2018 producing 1.08 mn tons of iron ore concentrate during the 
period, an increase of 56% over the corresponding period last year. At 
the end of June 2018, the mine was operating at 78% average capacity. 
Based on the increasing capacity utilization of K&S, we expect the 
company’s revenues to double to US$222mn by FY2020. 
 
Amur River Bridge to Reduce Cash Costs by US$5/Ton 
The construction of the Chinese side of the Amur River Bridge has been 
completed while the Russian side is still in progress. The bridge is 
expected to be completed by 2019. The current distance from the K&S 
deposits to the Chinese border [via Suifenhe] is approximately 1,000 
kilometers. The K&S mine is situated approximately 240 kilometers 
from the bridge site and IRC’s nearest customer in China is 
approximately 180 kilometers away from the bridge. Via the Amur 
River Bridge, it will take only 3 to 5 days to transport iron ore from K&S 
to China vs. 30+ days for shipments from Brazil and 15+ days for 
Australia. Thus, IRC will benefit from the bridge with reduced 
transportation distance, cost and time.  Once completed, the bridge will 
help K&S to reduce its transportation cost to the Chinese border by up 
to US$5 per ton, allowing K&S to strengthen its position as a low-cost 
iron ore concentrate producer. As per management estimates, total cash 
costs for K&S will reduce to approximately US$43/ton upon completion 
of the bridge and 100% capacity ramp-up of K&S. 
 
Premium Pricing for Higher Grade Iron Ore 
China’s pollution control measures have resulted in an increase in 
demand for higher grade iron ore for steel-making since higher grade 
ore contains fewer impurities and is more efficient helping steel 
producers to maximize their output while limiting pollution.  As a 
result, higher grade iron ore has been trading at a much greater 
premium to the lower grade ore than before. Over the last 1 year, the 
65% grade has commanded about 20%-40% price premium over the 
62% grade. We expect the pricing premium for the higher grade ore to 
remain in the medium term as Chinese officials continue to implement 
stricter pollution control measures. 
 
Strong Revenue and Earnings Growth 
Given the rapidly increasing sales volume, pricing premium for the 65% 

Fe grade and reducing costs, we expect the company’s revenues and 

earnings to grow at a rapid pace in the coming years. In our model, we 

assume long-term 65% grade Fe price of US$80/ton on a dry metric ton 

basis and K&S capacity expansion to 4.6 mn tons [currently 3.2 mn tons 

per annum] to come online in FY2021. Based on our model 

estimates, revenues increase 
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estimates, revenues increase from US$109 mn in FY2017 to US$287mn 
in FY2022 at a CAGR of 21.3% while earnings grow from a loss of 
US$16.4 mn in FY2017 to a profit of US$52.5mn in FY2022. 
 
Option to Double K&S Annual Production Capacity 
The K&S deposit currently has a production capacity of 3.2 mn tons per 
annum of 65% Fe grade iron ore concentrate. The company has an 
option to double the capacity to 6.3 mn tons in Phase 2 expansion.  As 
an interim development phase, IRC is assessing an option to upgrade 
the Phase 1 production capacity to about 4.6 mn tons per annum 
requiring a capital expenditure of about US$50 mn. In our model, we 
assume K&S capacity expansion to 4.6 mn to come online in FY2021. 
 
Increasing Cash Flow; Debt Reduction 
After generating negative free cash flow for several years, in FY2017, 
when the K&S mine began operations, the company generated FCF of 
US$14.8 mn, a yield of 11.2% on the year-end stock price. With 
increasing production at K&S, minimal CAPX requirements going 
forward and a favorable price environment for 65% iron ore grade, we 
expect the company’s FCFs to increase further in the coming years.  Our 
model suggests that the company can generate FCF of US$9.9mn and 
US$15.5mn in FY2019 and FY2020. We believe that majority of this 
cash will be utilized to pay down the US$220 mn ICBC debt which will 
help reduce earnings volatility and increase investor confidence in the 
stock. 
 
Ruble Depreciation due to Uncertain Political Environment 
The Ruble remains weak and continues to depreciate in recent months 
to its lowest dollar value in nearly two years in light of the American 
Sanctions. Over the last 6 months, the dollar has appreciated against the 
Ruble by close to 20% from approximately RUB58 per dollar in March 
to RUB69 per dollar currently. The depreciation of the Russian Ruble 
will further help to reduce costs and improve margins since the 
company’s revenues are denominated in USD and are unaffected by 
ruble depreciation while its operating costs are in Ruble and would 
therefore reduce with Ruble depreciation. 
 
 
 



19 Evaluateresearch.com 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Risks 
 
Iron Ore Price Risk 
Most of the operating costs such as mining, processing, transportation costs 
etc. are independent of the final selling price of the company’s iron ore 
concentrate. This creates a significant level of operating leverage and a small 
change in iron ore selling price can have a relatively higher impact on the 
company’s operating profits. A substantial fall in iron ore prices can have a 
material adverse impact on the company’s revenues, profitability and debt 
repayment ability. 
 
Risk of Chinese Slowdown 
The company sells almost all its iron ore to customers in China. Globally, 
China is the largest consumer of iron ore. Any slowdown in the growth of the 
Chinese economy, especially the construction and infrastructure sectors, will 
have a sizeable impact on iron ore demand as well as prices.  
 
Operational Risk 
Operational risks include risks such as delay in supply of/or failure of 
equipment/services and adverse weather conditions. For example, last year 
the company encountered certain production disruptions due to railway 
congestion issues and problems with its drying unit. Such problems can 
impact the company’s ability to quickly ramp up the capacity utilization of 
K&S to 100% and can have a material adverse impact on the company’s 
revenues, profitability and results of operations. 
 
Political and country risks 
Political stability is a big risk when investing in companies operating in 
Russian. Risks include corruption, possibility of restriction on investment, 
capital or trade, etc.  
 
Dilution due to Further Equity Issuance 
IRC’s shares outstanding have more than doubled since its IPO 7 years back. 
The company has high leverage and loan repayment needs with limited 
amount of cash currently available. As such there is a chance that the 
company will issue new equity in the near future. If the company issues 
more shares in order to meet ICBC loan repayment needs, capital 
expenditure or for any other purposes, it will result in a dilution of existing 
shareholders’ equity interest in the company.  
 



20 Evaluateresearch.com 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Recent Results 
 
In the first half of FY2018, the company’s operational mine- K&S 
produced and sold 1.08mn tons and 1.05 mn tons of iron ore 
concentrate respectively, representing an increase of 56% and 50% 
respectively over the corresponding period last year. The increase in 
production was mainly due to the successful ramping up of K&S’ 
capacity. During the period, the mine operated at 68% average 
capacity. At the end of June, the mine was operating at about 78% 
capacity and is on track to ramp up to full capacity later this year. The 
Kuranakh mine continues to be in care and maintenance with no 
production or sales from the mine during the first half of 2018. The 
iron ore price remained stable during the first quarter of 2018. The 
benchmark 65% Fe Platts spot price index averaged US$85 per ton.  
 

 
 
* The achieved selling price is calculated on a wet metric ton basis. If the achieved selling price were calculated 

based on dry metric ton and, after taking into account the negative price variance of US$2 per ton due to 

hedging, average achieved selling price was US$76 per ton for the six months ended 30 June 2018 [30 June 

2017: US$81 per ton]. 

In FY2017, the company sold over 1.5 mn tons of iron ore concentrate, 
a 6 times increase compared to last year sales volume of about 220,000 
tons. As a result, revenues increased to US$109.3mn in FY2017 vs. 
US$16.5 mn in the previous year. The realized price on iron ore sales 
increased from US$39/ton in FY2016 to US$78/ per ton in FY2017. 
This was mainly because of an improvement in iron ore pricing as well 
as due to the fact that the K&S mine produces high grade 65% iron ore. 
At the end of 2017, the 65% grade iron ore commanded premium of 
about 21% or US$16 per ton over the benchmark of 62% iron ore 
while there was about 42% or US$27 per ton premium at the end of 
1H2018. During the year, the company reported loss of US$16.4 mn vs. 
a loss of US$18.2 mn last year. K&S operated on average at a steady 
production capacity of 50% in 2017 despite encountering certain 
production disruptions due to railway congestion issues and problems 
with the Drying Unit towards the end of 2017. 
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Management Bio 
 
Jay Hambro – Chairman 
Mr. Jay Hambro is the Chairman and Non-Executive Director of IRC. In 
his early career, he was a metals and mining banker and adviser at NM 
Rothschild and HSBC. Subsequently, he joined the Petropavlovsk Group 
where he was the CEO of Aricom and later the CIO of Petropavlovsk, a 
role he relinquished in 2010 to head IRC as the Executive Chairman. In 
January 2016, he was re-designated as the Chairman in a Non-Executive 
capacity. Mr Hambro is also the Chief Investment Officer of the GFG 
Alliance and Chief Executive Officer of SIMEC Energy & Mining 
Divisions. He is a Fellow of the Institute of Materials, Minerals and 
Mining and holds a BA in Business Management from Newcastle 
University. 
 
Yury Makarov – CEO 
Mr. Yury Makarov is the Chief Executive Officer and Executive Director 
of IRC. He began his career at NT Computers as an engineer, and later 
Commercial Director, with responsibility for sales, service and support. 
In 2002, he joined Aricom as COO and subsequently Petropavlovsk as 
the Group Head of Industrial Commodity Operations, before taking up 
his current role at IRC in 2010. Mr Makarov is a qualified systems 
engineer with an MA in Avionics from the Moscow State Aircraft 
Technology Institute. 
 
Danila Kotlyarov – CFO 
Mr. Danila Kotlyarov is the Chief Financial Officer and Executive 
Director of IRC. Mr. Kotlyarov joined the Group in 2005 and was 
responsible for Russia and China operations, and was promoted to 
Deputy CEO in 2010 and re-designated as CFO in January 2016. Before 
joining IRC, he gained extensive financial management work experience 
in various international companies. He holds a BA in Management from 
Moscow State University and an MA in International Economics from 
the Moscow State Institute of International Relations. He is a fellow 
member of the ACCA, CFA charter holder and has professional diploma 
in civil and industrial construction. 
 
Daniel Rochfort Bradshaw - Deputy Chairman, Senior Non-
Executive Director 
Mr. Bradshawis the Deputy Chairman, Senior Independent Non-
Executive Director and Chairman of the Health, Safety and Environment 
Committee of IRC. A Hong Kong lawyer with a specialist shipping 
practice, he has worked for most of his career as a solicitor at Mayer 
Brown JSM. Mr. Bradshaw holds an LLB and LLM in Law. He is a 
director of The Hong Kong Club, a director of the Kadoorie Farm & 
Botanic Garden Corporation, a non-executive director of Euronav N.V., 
an Independent Non-Executive Director of Pacific Basin Shipping 
Limited, an Independent Non-Executive Director of GasLog MLP, and a 
member of the Executive Council of the World Wide Fund for Nature 
Hong Kong. 
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Dr. Pavel Maslovskiy - Emeritus Director 
Dr. Pavel Maslovskiy, 61, is the Co-Founder and CEO of Petropavlovsk. 
Prior to embarking on his business career, Dr.Maslovskiy was a 
professor at the Moscow Aircraft Technology Institute, specializing in 
engineering applications of the theory of plasticity, teaching metallurgy 
and plasticity. Dr.Maslovskiy was a Senator of the Federation Council of 
Russia [the Upper House of the Russian Parliament] from December 
2011 until October 2014 when he returned to Petropavlovsk in his role 
as CEO. He is currently a Director of Petropavlovsk.  
 
Company Description 
Established in 2010, IRC is the only supplier of premium 65% grade 
iron ore operating in the Russian Far East and is one of the closest 
suppliers to steel manufacturers in North-East China. The company has 
4 major mines namely K&S [with 2 principal deposits at Kimkan and 
Sutara], Kuranakh, Garinskoye and Bolshoi Seym. Currently, only the 
K&S mine is under production, Kuranakh is under care and 
maintenance, Garinskoye is under advanced exploration and Bolshoi 
Seym is under early exploration/discovery phase.  As of FY2017, IRC 
had total measured, indicated and inferred JORC-compliant iron ore 
resources of 1,425 mn tons, of which 885 mn tons are measured and 
indicated while 540 mn tons are inferred. The total proven and 
probable iron ore reserves of the company are 387 mn tons. The K&S 
mine has 361.2 mn tons of reserves, accounting for the bulk of the 
reserves. Apart from exploration projects, IRC is also involved in 
complementary business of a steel slag reprocessing plant [SRP] and a 
mining consultancy services agency [Giproruda]. 
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Shareholding Structure 
 

 
 



24 Evaluateresearch.com 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Industry Analysis 
 
Iron ore consumed in the steel industry typically requires iron content 
greater than 58% before being considered commercially usable. Iron 
ores that are not commercially usable must undergo beneficiation to 
raise the iron content. Approximately 98% of the world’s usable iron 
ore production is consumed in blast furnaces to make pig iron, which is 
further processed to make steel. High-grade iron ore mines can supply 
usable iron ore, known as direct-shipping ore, to blast furnaces, with 
minimal physical processing and no beneficiation. With direct-shipping 
ore, the reported production for crude ore and usable ore are the same. 
Ore from low-grade deposits must undergo beneficiation to increase the 
iron content before it can be used by the steel industry. In this instance, 
the mined material is called crude ore and post-beneficiation 
concentrates are called usable ore; the amount of usable ore produced 
will be less than the crude ore amount. With the notable exceptions of 
countries such as Australia and Brazil, most of the world’s iron ore 
deposits are low-grade and require beneficiation. 
Source: USGS [United States Geological Survey] 
 
Iron Ore: Production & Exports 
In 2015, approximately 2,280 mn tons of usable iron ore was produced 
globally. Australia is the world’s largest producer of usable iron ore 
accounting for about 36% of the global production followed by 
Brazil [18%] and China [17%]. Together these 3 countries account 
for more than 70% of the global iron ore production. Australia’s 
Pilbara region is the largest producer of high grade iron ore in the world 
as it has large deposits of hematite ore which is very rich in iron. Pilbara 
hematite ore is a direct shipping ore since it contains very high iron 
levels [56%-64%], and it only needs to pass through the crushing, 
screening and blending processes before being shipped. Australia is also 
the largest exporter with exports amounting to approximately US$49 
bn or 52% of the total global exports in 2017. More than 80% of 
Australia’s exports are to China.  Brazil is the other major exporter 
accounting for about 20% or US$19 bn of global exports in 2017. 
 
Iron Ore Production by Country 

 
Source: USGS [United States Geological Survey] 
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Source: USGS [United States Geological Survey] 

 

 
Source:  www.worldstopexports.com 
 

 
Source: Department of Industry, Innovation and Science [Australia] 
 

Iron Ore: Consumption & Imports 
China is the largest consumer as well as the largest importer of 
iron ore and in 2017, the country was responsible for 67% of the 
global iron ore imports. In 2017, China’s full-year iron ore shipments 
rose 5% to a record high of 1.075 bn tons, exceeding 1 bn tons for the 
second year. According to World Steel Association, the growth 
was driven by an overall increase in Chinese crude steel production, by 
4.6% to 845 mn tons in 2017. Plus, as China officials implemented 
stricter pollution control measures, there has also been increasing 
emphasis on the use of higher grade iron ore for steel manufacturing, 
resulting in a greater demand for imported iron ore, especially from 
Australia and Brazil. In 2017, Australian and Brazilian iron ore 
shipments to China increased by 4.5% and 6.8% to 669 mn tons and 
229 mn tons, respectively. 
 

http://www.worldstopexports.com/
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Source:  www.worldstopexports.com 

 
 

 
 
China’s Steel Capacity Cuts 
In 2016, China implemented various supply-side measures to curb 
pollution. For steel, the original plan called for reducing 150 mn tons of 
steel production capacity over a five-year period by 2020.  As of April 
2018, the reforms implemented to achieve the dual purpose of controlling 
environmental pollution and reducing overcapacity are ahead of schedule, 
with just 30 mn tons of capacity still to be cut by 2020, and are en route to 
producing a leaner and a more competitive steel and industry. After 
initially focusing on the less-disruptive removal of idle electric arc furnace 
[EAF] and obsolete basic oxygen furnace [BOF] capacity, the authorities 
also removed close to 140 mn tons of illegal and polluting induction 
furnace capacity that use scrap metal to make steel. That drastically 
tightened the steel market balance at a time when end-use demand sectors 
of steel were performing well. All these measures including the 
environmental crackdown, the supply-side reform and the closure of 
lower-end induction furnaces pushed steel rebar prices up by about 
38% in 2017. As a result, profits at medium and large sized steel mills 
were up sevenfold year over year to RMB177.3 bn [US$28.32 bn] in 2017 
while revenues rose 34.1% over the previous year to RMB3.69 tn, as per 
China’s Ministry of Industry and Information Technology [MIIT]. 
 

http://www.worldstopexports.com/
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Premium Pricing for Higher Grade Iron Ore 
When margins are low, steel manufacturers use lower grade iron ore in 
order to control costs. This results in a reduction in premium for higher 
grade ores. However, when margins are high, increasing productivity 
becomes a more important concern for steel manufacturers than cost 
containment. As a result, they seek higher grade iron ore in order to 
increase productivity. This desire of steel manufacturers to boost 
productivity during times of favorable steel prices has been the 
key driver of the increase in the premiums paid for higher grade 
iron ore since late 2016 and the rising discounts applied for lower 
grade materials over the same time period. Over the last 1 year, the 
65% grade has commanded about 20%-40% price premium over the 
62% grade which is more than 2 times the premium levels in 2016. 
During the first half of 2018 the benchmark 65% Fe Platts spot price 
index averaged US$85 per ton. We believe that the pricing premium for 
the higher grade ore will remain in the medium term as Chinese officials 
continue to implement stricter pollution control measures and steel 
manufacturers take efforts to boost their productivity. 
 
As a result of the use of higher grade iron ore and reduced  steel-making 
capacity, steel industry utilization rates spiked by around 15% from the 
cycle trough, from below 70% to around 85% and in 2017, China 
produced a record steel volume of  845 mn tons despite capacity cuts.  
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Source: Fortescue 

Top Steelmakers (2017) 

 

Source: worldsteel.org 

Major Steel Producing Countries 

 

Source: worldsteel.org 
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Monthly Crude Steel Production 

 

 
Source: worldsteel.org 

 

 
Source: worldsteel.org 
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Income Statement (US$ million) CY 2012 CY 2013 CY 2014 CY 2015 CY 2016 CY 2017 CY 2018E CY 2019E CY 2020E CY 2021E CY 2022E CAGR(2017-22) 
Revenue        140      160.9          122          82           16         109          155          199          222          255          287  21.3% 
y/y 

 
15.2% -23.9% -33.1% -79.9% 563.5% 42.1% 28.4% 11.1% 15.0% 12.5% 

 Site operating expenses and service costs -142 -156 -148 -96 -25 -96 -136 -162 -172 -188 -201 
 as a % of sales 101.6% 97.1% 120.9% 117.1% 150.6% 88.1% 87.4% 81.2% 77.5% 73.9% 70.0% 
 General administration expenses -26.2 -19.0 -16.8 -10.2 -10.4 -9.9 -10.0 -10.8 -11.7 -13.1 -14.6 
 as a % of sales 18.8% 11.8% 13.7% 12.4% 63.1% 9.0% 6.4% 5.4% 5.3% 5.1% 5.1% 
 Operating Income      (28.4)     (14.3)       (42.3)     (24.1)      (18.7)         3.2           9.6         26.6         38.1         53.5         71.4  65.2% 

y/y 
 

-49.6% 195.5% -43.0% -22.5% -116.9% 201.8% 178.3% 42.9% 40.5% 33.4% 
 Operating margin (%) -20.4% -8.9% -34.6% -29.5% -113.7% 2.9% 6.2% 13.4% 17.2% 21.0% 24.9% 
 Interest Expense -2.2 -3.3 -2.5 -1.9 -1.2 -22.4 -22.7 -23.7 -18.8 -17.1 -15.3 

 Interest income 0.4 1.0 1.7 1.5 0.4 0.1 0.3 1.2 1.5 1.2 1.3 
 interest rate 

 
6.36% 1.86% 3.24% 0.84% 0.36% 3% 3% 3% 3% 3% 

 Equity in (losses)income of affiliates -2.5 -0.1 2.9 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
 Other recurring (expenses)/income 2.6 -1.5 -10.2 -4.4 0.7 2.1 4.3 3.8 4.2 4.2 4.4 
 Amortization of intangibles 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
 Goodwill impairment 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
 Other non recurring (expenses) income -27.1 -28.9 -260.8 -480.1 0.0 129.6 -7.5 0.0 0.0 0.0 0.0 
 Pretax Income (reported) -57.197 -47.0344 -311.29 -509.0 -18.8 112.6 -16.1 8.0 25.0 41.9 61.8 - 

y/y 
 

-17.8% 561.8% 63.5% -96.3% -699.0% -114.3% -149.5% 213.9% 67.5% 47.6% 
 Pretax Income (adjusted) -30.1 -18.2 -50.5 -28.9 -18.765 -17.0 -8.6 8.0 25.0 41.8 61.7 - 

y/y 
 

-39.7% 177.8% -42.7% -35.2% -9.5% -49.7% -193.1% 213.5% 67.6% 47.6% 
   - Income Tax Expense -0.2 -0.7 -6.0 -0.2 -0.3 0.6 0.0 0.0 0.0 -4.2 -9.3 
 Effective tax rate (%) -0.3% -1.4% -1.9% 0.0% -1.7% -0.5% 0.0% 0.0% 0.0% 10.0% 15.0% 
   - Minority Interests -0.189 6.162 -0.314 0.3 0.9 0.0 0.0 0.0 0.0 0.0 0.0 
 Income Before XO Items -57.6 -41.5 -317.6 -508.9 -18.2 113.3 -16.1 8.0 25.0 37.7 52.5 - 

y/y 
 

-27.8% 664.5% 60.2% -96.4% -721.7% -114.2% -149.5% 213.9% 50.7% 39.4% 
   - Extraordinary Loss Net of Tax 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
 Net Income (reported) -57.6 -41.5 -317.6 -508.9 -18.2 113.3 -16.1 8.0 25.0 37.7 52.5 - 

y/y 
 

-27.8% 664.5% 60.2% -96.4% -721.7% -114.2% -149.5% 213.9% 50.7% 39.4% 
 Exceptional (L)G 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 
 Net Income (adjusted) -31.6 -57.0 -58.3 -28.9 -18.2 -16.4 -8.6 8.0 25.0 37.6 52.5 - 

y/y 
 

80.5% 2.2% -50.4% -37.1% -10.0% -47.7% -193.1% 213.5% 50.8% 39.4% 
 Basic EPS (reported) -0.0174 -0.0104 -0.0659 -0.0948 -0.0030 0.0160 -0.0023 0.0011 0.0035 0.0053 0.0074 
 Basic EPS (adjusted) -0.0096 -0.0143 -0.0121 -0.0054 -0.0029 -0.0023 -0.0012 0.0011 0.0035 0.0053 0.0074 
 

             Basic Weighted Avg Shares 3,305.82 3,996.45 4,821.74 5,366.26 6,175.32 7,093.39 7,093.39 7,093.39 7,093.39 7,093.39 7,093.39 
 

             Diluted EPS (reported) -0.0174 -0.0104 -0.0659 -0.0948 -0.0030 0.0160 -0.0023 0.0011 0.0035 0.0053 0.0074 - 
y/y 

 
-40.3% 533.6% 44.0% -96.9% -641.2% -114.2% -149.5% 213.9% 50.7% 39.4% 

 Diluted EPS (adjusted) -0.0096 -0.0143 -0.0121 -0.0054 -0.0029 -0.0023 -0.0012 0.0011 0.0035 0.0053 0.0074 - 
y/y 

 
49.3% -15.3% -55.4% -45.4% -21.7% -47.7% -193.1% 213.5% 50.8% 39.4% 

 Diluted Weighted Avg Shares 3,305.82 3,996.45 4,821.74 5,366.26 6,175.32 7,093.39 7,093.39 7,093.39 7,093.39 7,093.39 7,093.39 
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Reference Items CY 2012 CY 2013 CY 2014 CY 2015 CY 2016 CY 2017 CY 2018E CY 2019E CY 2020E CY 2021E CY 2022E 

EBITDA -8.7 6.8 -35.8 -23.5 -10.7 17.8 28.3 48.3 60.9 78.4 98.0 

Dividends per Share 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 

Dividend payout ratio 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 

Dep & Amor. 19.8 21.1 6.5 0.7 8.0 14.6 18.7 21.6 22.8 24.9 26.6 

as a % of sales 14.2% 13.1% 5.3% 0.8% 48.6% 13.4% 12.0% 10.8% 10.3% 9.8% 9.3% 

            Balance Sheet (US$ million) CY 2012 CY 2013 CY 2014 CY 2015 CY 2016 CY 2017 CY 2018E CY 2019E CY 2020E CY 2021E CY 2022E 

Assets 
             + Cash & Near Cash Items 15.5 89.6 45.0 49.2 31.3 8.7 39.8 49.7 40.2 43.4 57.6 

  + Short-Term Investments 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

  + Accounts & Notes Receivable 54.5 46.5 26.0 25.5 23.8 25.4 21.3 28.4 32.8 39.1 45.5 

  + Inventories 43.0 55.2 49.2 29.6 20.4 28.6 33.6 42.1 48.0 55.8 64.4 

  + Other Current Assets 2.5 2.7 2.7 7.0 0.0 0.3 0.3 0.3 0.3 0.3 0.3 

Total Current Assets 115.5 194.2 122.9 111.2 75.5 63.0 95.0 120.6 121.3 138.6 167.8 

  + Long-Term Investments 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

    + Gross Fixed Assets 1,153.9 1,209.0 1256.451 1,293.5 1,433.6 1,439.6 1,446.6 1,462.5 1,489.1 1,517.1 1,550.1 

    - Accumulated Depreciation -559.5 -596.0 -793.6 -1,093.8 -1,099.9 -980.5 -999.2 -1,020.8 -1,043.6 -1,068.5 -1,095.1 

  + Net Fixed Assets 594.4 613.1 462.9 199.7 333.7 459.1 447.4 441.8 445.5 448.6 455.0 

  +Exploration and Evaluation Assets 65.4 53.3 54.8 18.6 18.9 19.1 19.1 19.1 19.1 19.1 19.1 

  + Other Long-Term Assets 182.4 235.2 233.7 91.1 4.8 5.0 5.0 5.0 5.0 5.0 5.0 

  + Goodwill & other Intangible Assets 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

Total Long-Term Assets 842.2 901.5 751.3 309.5 357.3 483.3 471.6 465.9 469.7 472.8 479.1 

Total Assets 957.7 1,095.7 874.2 420.6 432.8 546.3 566.6 586.5 591.0 611.4 646.9 

            Liabilities & Shareholders' Equity 
             + Accounts Payable 23.9 22.0 14.8 18.0 21.5 33.6 40.0 51.9 56.5 64.2 72.2 

  + Short-Term Borrowings 15.0 41.3 63.5 53.1 65.7 61.0 61.0 61.0 61.0 61.0 61.0 

  + Other Short-Term Liabilities 10.6 0.3 0.5 0.4 0.3 4.5 4.5 4.5 4.5 4.5 4.5 

Total Current Liabilities 49.5 63.6 78.8 71.4 87.6 99.0 105.4 117.3 121.9 129.6 137.7 

  + Long-Term Borrowings 108.5 158.7 205.1 215.2 177.2 162.1 192.1 192.1 167.1 142.1 117.1 

  +Provision for Close Down and Restoration Costs 14.6 8.6 4.0 6.4 10.1 14.0 14.0 14.0 14.0 14.0 14.0 

  +Construction Costs Payable 0.0 0.0 0.0 0.0 17.8 16.1 16.1 16.1 16.1 16.1 16.1 

  + Other Long-Term Liabilities 1.9 2.0 6.5 6.3 6.5 3.6 3.6 3.6 3.6 3.6 3.6 

Total Liabilities 174.5 232.8 294.3 299.5 299.2 294.8 331.2 343.1 322.7 305.4 288.5 

  + Total Preferred Equity 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

  + Share Capital & APIC 1,046.5 1,171.8 1,211.2 1,260.7 1,285.2 1,285.2 1,285.2 1,285.2 1,285.2 1,285.2 1,285.2 

  + Retained Earnings & Other Equity -274.9 -314.1 -634.2 -1,141.0 -1,151.5 -1,033.7 -1,049.8 -1,041.8 -1,016.8 -979.2 -926.6 

Total Shareholders' Equity 771.6 857.8 577.0 119.7 133.7 251.5 235.4 243.3 268.3 306.0 358.5 

  + Minority Interest 11.6 5.1 2.9 1.5 -0.1 0.0 0.0 0.0 0.0 0.0 0.0 

Total Liabilities & Equity 957.7 1,095.7 874.2 420.6 432.8 546.3 566.6 586.5 591.0 611.4 646.9 
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Cash Flow (US$ million) CY 2012 CY 2013 CY 2014 CY 2015 CY 2016 CY 2017 CY 2018E CY 2019E CY 2020E CY 2021E CY 2022E 
  + Profit before tax-Cash Tax Paid -57.8 -47.6 -311.9 -509.4 -19.1 112.5 -16.1 8.0 25.0 37.7 52.5 
  + Depreciation & Amortization 19.8 21.1 6.5 0.7 8.0 14.6 18.7 21.6 22.8 24.9 26.6 
  + Other Non-Cash Adjustments 33.0 28.3 264.4 479.3 -1.6 -105.5 0.0 0.0 0.0 0.0 0.0 
  + Changes in Working Capital 4.1 -10.2 5.0 15.0 13.4 -0.1 5.5 -3.7 -5.7 -6.4 -7.0 
Cash From Operating Activities -0.9 -8.4 -36.0 -14.4 0.7 21.6 8.1 25.9 42.1 56.2 72.2 
  + Disposal of Fixed Assets 5.706 0.5 0.5 0.1 1.7 0.0 0.0 0.0 0.0 0.0 0.0 
  + Capital Expenditures -142.6 -113.6 -101.0 -52.6 -14.7 -6.8 -7.0 -16.0 -26.6 -28.0 -33.0 
  + Increase in Investments -2.5 -0.24 -21.2 -4.3 -29.1 -0.3 0.0 0.0 0.0 0.0 0.0 
  + Decrease in Investments 

  
0.0 25.1 36.2 0.0 0.0 0.0 0.0 0.0 0.0 

  + Other Investing Activities 1.332 0.988 4.8 2.4 4.9 0.1 0.0 0.0 0.0 0.0 0.0 
Cash From Investing Activities -138.1 -112.4 -116.9 -29.2 -1.0 -7.0 -7.0 -16.0 -26.6 -28.0 -33.0 
  + Dividends Paid 0.0 0.0 -0.3 -0.5 -1.0 0.0 0.0 0.0 0.0 0.0 0.0 
  + Change in Short-Term Borrowings 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
  + Increase in Long-Term Borrowing 151.2 131.8 154.0 64.9 30.6 27.4 30.0 0.0 0.0 0.0 0.0 
  + Decrease in Long-term Borrowing -38.8 -51.5 -81.1 -65.8 -60.4 -49.2 0.0 0.0 -25.0 -25.0 -25.0 
  + Increase in Capital Stocks 0.0 126.9 38.9 49.4 25.3 0.0 0.0 0.0 0.0 0.0 0.0 
  + Decrease in Capital Stocks 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
  + Other Financing Activities 10.0 -10.0 0.0 0.0 -10.2 -14.2 0.0 0.0 0.0 0.0 0.0 
  +Loan Guarantee Fee Paid -1.5 -1.0 -0.5 -0.1 -1.1 -1.1 0.0 0.0 0.0 0.0 0.0 
Cash from Financing Activities 121.0 196.2 111.0 47.9 -16.8 -37.2 30.0 0.0 -25.0 -25.0 -25.0 
Effect of Exchange Rate Changes 0.3 -1.2 -2.6 -0.1 -0.8 -0.1 0.0 0.0 0.0 0.0 0.0 
Net Changes in Cash -17.7 74.2 -44.6 4.2 -17.8 -22.7 31.1 9.9 -9.5 3.1 14.2 
Opening cash 

      
8.7 39.8 49.7 40.2 43.4 

Closing cash 
      

39.8 49.7 40.2 43.4 57.6 

 

Ratio Analysis 
 

CY 2013 CY 2014 CY 2015 CY 2016 CY 2017 CY 2018E CY 2019E CY 2020E CY 2021E CY 2022E 
Growth Ratios % 

           Revenue 
 

15.2% -23.9% -33.1% -79.9% 563.5% 42.1% 28.4% 11.1% 15.0% 12.5% 
EBITDA 

 
-178.2% -627.9% -34.5% -54.3% -266.0% 58.9% 70.7% 26.2% 28.8% 25.0% 

Operating Income 
 

-49.6% 195.5% -43.0% -22.5% -116.9% 201.8% 178.3% 42.9% 40.5% 33.4% 
Net income reported 

 
-27.8% 664.5% 60.2% -96.4% -721.7% -114.2% -149.5% 213.9% 50.7% 39.4% 

Net income adjusted 
 

80.5% 2.2% -50.4% -37.1% -10.0% -47.7% -193.1% 213.5% 50.8% 39.4% 
Diluted EPS reported 

 
-40.3% 533.6% 44.0% -96.9% -641.2% -114.2% -149.5% 213.9% 50.7% 39.4% 

Diluted EPS adjusted 
 

49% -15% -55% -45% -22% -48% -193% 213% 51% 39% 

            Accounts Receivables 
 

-14.6% -44.2% -2.0% -6.5% 6.7% -16.3% 33.6% 15.4% 19.2% 16.5% 
Inventory 

 
28.5% -11.0% -39.9% -31.1% 40.5% 17.4% 25.2% 14.0% 16.4% 15.3% 

Fixed Assets 
 

3.1% -24.5% -56.9% 67.1% 37.6% -2.6% -1.3% 0.9% 0.7% 1.4% 
Total Assets 

 
14.4% -20.2% -51.9% 2.9% 26.2% 3.7% 3.5% 0.8% 3.5% 5.8% 

Accounts Payable 
 

-7.8% -32.9% 21.8% 19.1% 56.5% 19.0% 29.8% 8.8% 13.7% 12.5% 
Short Term Debt 

 
175.0% 53.9% -16.5% 23.9% -7.3% 0.0% 0.0% 0.0% 0.0% 0.0% 

Long Term Debt 
 

46.3% 29.2% 5.0% -17.7% -8.6% 18.5% 0.0% -13.0% -15.0% -17.6% 
Total Equity 

 
11.2% -32.7% -79.3% 11.7% 88.1% -6.4% 3.4% 10.3% 14.0% 17.2% 

            Cash From Operations 
 

858.0% 328.5% -60.0% -105.2% 2789.6% -62.3% 218.1% 62.6% 33.4% 28.5% 
Capital Expenditure 

 
-20.3% -11.1% -47.9% -72.0% -54.0% 3.0% 128.3% 66.7% 5.4% 17.6% 

Free Cash Flow 
 

-15.0% 12.3% -51.1% -79.1% -205.7% -92.2% 764.3% 56.1% 81.4% 39.3% 
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Per Share Data (US$) CY 2012 CY 2013 CY 2014 CY 2015 CY 2016 CY 2017 CY 2018E CY 2019E CY 2020E CY 2021E CY 2022E 

Basic EPS (adjusted) -0.0096 -0.0143 -0.0121 -0.0054 -0.0029 -0.0023 -0.0012 0.0011 0.0035 0.0053 0.0074 

Diluted EPS (adjusted) -0.0096 -0.0143 -0.0121 -0.0054 -0.0029 -0.0023 -0.0012 0.0011 0.0035 0.0053 0.0074 

Dividend per share (DPS) 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 

Book Value per share (BVPS) 0.2334 0.2146 0.1197 0.0223 0.0216 0.0355 0.0332 0.0343 0.0378 0.0431 0.0505 

            Margins (%) 
           Operating Margin -20.4% -8.9% -34.6% -29.5% -113.7% 2.9% 6.2% 13.4% 17.2% 21.0% 24.9% 

EBITDA Margin -6.2% 4.2% -29.3% -28.6% -65.1% 16.3% 18.2% 24.2% 27.5% 30.8% 34.2% 

Pre-Tax Margin (adjusted) -21.6% -11.3% -41.2% -35.3% -114.0% -15.5% -5.5% 4.0% 11.3% 16.4% 21.5% 

Net Income Margin (adjusted) -22.6% -35.4% -47.6% -35.3% -110.4% -15.0% -5.5% 4.0% 11.3% 14.8% 18.3% 

            Return Ratios 
           DuPont ROE (%) -4.1% -6.6% -10.1% -24.2% -13.6% -6.5% -3.6% 3.3% 9.3% 12.3% 14.6% 

Margin (%) -22.6% -35.4% -47.6% -35.3% -110.4% -15.0% -5.5% 4.0% 11.3% 14.8% 18.3% 

Turnover (x) 0.1 0.1 0.1 0.2 0.0 0.2 0.3 0.3 0.4 0.4 0.4 

Leverage (x) 1.2 1.3 1.5 3.5 3.2 2.2 2.4 2.4 2.2 2.0 1.8 

            Return on Assets -3.3% -5.2% -6.7% -6.9% -4.2% -3.0% -1.5% 1.4% 4.2% 6.2% 8.1% 

Return on Capital Employed -3.1% -1.4% -5.3% -6.9% -5.4% 0.7% 2.1% 5.7% 8.1% 11.1% 14.0% 

Return on Invested Capital -3.5% -5.4% -6.9% -7.5% -4.8% -3.4% -1.8% 1.6% 5.0% 7.4% 9.8% 

            FCF Calculation 
           Op. cash (US$) -0.9 -8.4 -36.0 -14.4 0.7 21.6 8.1 25.9 42.1 56.2 72.2 

capex -142.6 -113.6 -101.0 -52.6 -14.7 -6.8 -7.0 -16.0 -26.6 -28.0 -33.0 

FCF (US$ million) -143.5 -122.0 -137.0 -67.0 -14.0 14.8 1.1 9.9 15.5 28.1 39.2 

FCF margin (%) -102.7% -75.9% -111.9% -81.8% -84.9% 13.5% 0.7% 5.0% 7.0% 11.0% 13.7% 

FCF per share -0.0434 -0.0305 -0.0284 -0.0125 -0.0023 0.0021 0.0002 0.0014 0.0022 0.0040 0.0055 

Price/FCF per share -0.29 -0.41 -0.44 -1.01 -5.57 6.05 77.85 9.01 5.77 3.18 2.28 

FCF Yield -344.1% -242.1% -225.3% -99.0% -18.0% 16.5% 1.3% 11.1% 17.3% 31.5% 43.8% 

            Net Cash calculation 
           Cash + short term investments 15.5 89.6 45.0 49.2 31.3 8.7 39.8 49.7 40.2 43.4 57.6 

Less: long term debt + ST debt -123.5 -199.9 -268.6 -268.3 -243.0 -223.0 -253.0 -253.0 -228.0 -203.0 -178.0 

Net Cash -108.0 -110.3 -223.5 -219.1 -211.6 -214.4 -213.2 -203.3 -187.8 -159.7 -120.4 
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Valuation ratio's CY 2012 CY 2013 CY 2014 CY 2015 CY 2016 CY 2017 CY 2018E CY 2019E CY 2020E CY 2021E CY 2022E 

P/B 0.66 0.44 0.56 1.10 1.97 0.93 0.38 0.37 0.33 0.29 0.25 

P/E -16.20 -6.69 -5.55 -4.55 -14.46 -14.36 -10.46 11.24 3.58 2.38 1.70 

P/S 3.66 2.37 2.64 1.61 15.96 2.15 0.58 0.45 0.40 0.35 0.31 

EV/sales 4.52 3.92 5.16 7.71 38.34 5.78 4.07 3.17 2.85 2.48 2.20 

EV/EBITDA -72.76 73.22 -15.35 -15.01 -44.28 25.25 11.39 6.67 5.29 4.11 3.29 

EV/EBIT -22.19 -44.06 -14.91 -26.15 -33.71 198.96 65.93 23.69 16.57 11.80 8.84 

EV/FCF -4.40 -5.17 -4.61 -9.42 -45.13 42.70 549.37 63.57 40.71 22.44 16.10 

 

Working Capital Ratios CY 2012 CY 2013 CY 2014 CY 2015 CY 2016 CY 2017 CY 2018E CY 2019E CY 2020E CY 2021E CY 2022E 
Receivable days (DSO) 

 
115 108 115 546 82 50 52 54 56 58 

Inventory days (DIO) 
 

111 156 175 554 82 79 77 79 80 82 
Payables days (DPO) 

 
52 55 73 438 92 94 95 93 92 92 

Current ratio 2.3 3.1 1.6 1.6 0.9 0.6 0.9 1.0 1.0 1.1 1.2 
Quick ratio 1.5 2.2 0.9 1.1 0.6 0.3 0.6 0.7 0.6 0.6 0.8 
Working capital 65 82 63 44 22 16 11 14 20 27 34 
Cash conversion cycle 

 
174 209 217 662 72 35 34 40 44 48 

            Leverage Ratios 
           Debt / equity 16% 23% 47% 224% 182% 89% 107% 104% 85% 66% 50% 

Net cash (debt) / equity -14% -13% -39% -183% -158% -85% -91% -84% -70% -52% -34% 
Net cash (debt) / mkt cap -21% -29% -69% -167% -81% -91% -238% -227% -210% -178% -135% 
Net cash (debt) / capital -12% -10% -26% -56% -56% -45% -44% -41% -38% -31% -22% 

            Coverage Ratios 
           Interest coverage [EBIT] -15.8 -6.1 -48.3 -58.3 -24.1 0.1 0.4 1.2 2.2 3.4 5.1 

Interest coverage [Opt. CF] -0.5 -3.6 -41.1 -34.8 1.0 1.0 0.4 1.1 2.4 3.5 5.1 

            Earnings Quality Ratios 
           Net operating assets/liab [NOA] 891 973 803 340 345 466 449 447 456 466 479 

Average NOA 
 

932 888 572 343 406 457 448 451 461 472 
B/S accrual ratio 

 
0.09 -0.19 -0.81 0.01 0.30 -0.04 0.00 0.02 0.02 0.03 

CF accrual ratio 
 

-0.02 -0.02 -0.01 -0.03 -0.05 0.02 0.02 0.04 -0.04 -0.04 

            Enterprise Value Calculation CY 2012 CY 2013 CY 2014 CY 2015 CY 2016 CY 2017 Current 
    Market Cap. 512 382 323 132 263 235 89 
    + Minority Interest 12 5 3 1 0 0 0 
    +Total Debt (ST & LT Debt) 123 200 269 268 243 223 223 
    - Cash & Equivalents 16 90 45 49 31 9 -9 
    Enterprise Value 631 497 550 352 474 449 322 
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DCF model 2012 2013 2014 2015 2016 2017 2018E 2019E 2020E 2021E 2022E 2023E 2024E 2025E 2026E 2027E 

(in US$ million)                                 

EBIT -28 -14 -42 -24 -19 3 10 27 38 54 71 80 88 94 99 103 

% growth 0% -50% 195% -43% -22% -117% 202% 178% 43% 40% 33% 12% 10% 6% 5% 4% 

                                  

Taxes @ -0.3% -1.4% -1.9% 0.0% -1.7% -0.5% 0.0% 0.0% 0.0% 10.0% 15.0% 15.0% 15.0% 15.0% 15.0% 15.0% 

                                  

EBIAT -29 -15 -43 -24 -19 3 10 27 38 48 61 68 75 80 84 87 

% growth 0% -49% 197% -44% -21% -117% 200% 178% 43% 26% 26% 12% 10% 6% 5% 4% 

                                  

+ D&A 20 21 7 1 8 15 19 22 23 25 27 29 30 32 32 34 

- Capital expenditures -143 -114 -101 -53 -15 -7 -7 -16 -27 -28 -33 -36 -38 -39 -41 -43 

- Change in net WC 4 -10 5 15 13 0 6 -4 -6 -6 -7 -3 -3 -3 -2 -2 

Free Cash Flow to Firm -147 -117 -133 -61 -12 11 27 29 29 39 47 58 65 70 73 76 

FCY y/y growth   -20% 13% -54% -80% -189% 145% 7% 0% 35% 23% 22% 12% 8% 4% 5% 

                                  

                                  

Value per Share                                 

      Cost of capital       WACC     10.6%             

Terminal Growth 8.6% 9.6% 10.6% 11.6% 12.6%   PV of Free Cash Flow   275             

2.5%             0.72              0.57               0.45              0.37              0.30    PV of Terminal Value   376             

2.8%             0.75              0.59               0.47              0.38              0.30    Add: Net Cash   -214             

3.0%             0.78              0.61               0.48              0.39              0.31    Less: Non-Controlling Interest -1             

3.3%             0.82              0.63               0.50              0.40              0.32    Total Equity Value   435             

3.5%             0.84              0.65               0.51              0.41              0.33    Shares outstanding   7,093.39              

              DCF value     0.48 
  

        

              All Values are in mn US$  except stock price which is in HK$           
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Glossary 
 
Concentrate: The clean product recovered from a treatment plant 
 
Deposit: Mineral deposit or ore deposit is used to designate a natural occurrence of a useful mineral, or 
an ore, in sufficient extent and degree of concentration 
 
Grade: Relative quantity or the percentage of ore mineral or metal content in an ore body 
 
JORC code: The Australasian Code for Reporting of Exploration Results, Mineral Resources and Ore 
Reserves (2004 edition), as published by the Joint Ore Reserves Committee, as amended from time to 
time 
 
Magnetite: Fe3O4; major mineral in banded iron formations, generally low grade (1.5-40% iron) 
 
Mineralization: Process of formation and concentration of elements and their chemical compounds 
within a mass or body of rock 
 
Open-pit: A large scale hard rock surface mine; mine working or excavations open to the surface 
 
Ore: Material from which a mineral or minerals of economic value can be extracted profitably or to 
satisfy social or political objectives 
 
Reserve: The parts of a Mineral Resource that can at present be economically mined 
 
Resource: The concentration of material of economic interest in or on the earth’s crust 
 
Strip ratio: ratio of the volume of waste material required to be handled in order to extract some 
tonnage of ore. For example, a 3:1 stripping ratio means that mining one ton of ore will 
require mining three tons of waste rock. 
 
Titanomagnetite: Concentrate which is a variation of a magnetite concentrate typically with a high 
vanadium and titanium content 
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Disclaimer 
Evaluate Research provides institutional equity research on global public 

mid-cap companies. All information used in the publication of this report has 

been compiled from publicly available sources that are believed to be reliable; 

and we do not seek insider information for writing this report. Opinions, 

estimates and projections in this report constitute the current judgment of the 

analyst(s) as on the date of this report.  It is not guaranteed as to accuracy, 

nor is it a complete statement, of the financial products, securities, or markets 

referred to. Opinions are subject to change without notice. To the extent 

permitted by law, Evaluate does not accept any liability arising from the use 

of information in this report.   

 

This document is provided for information purposes only, and is not a 

solicitation or inducement to buy, sell, subscribe, or underwrite securities or 

units. Evaluate does not make individually tailored investment 

recommendations. Any valuation given in a research note is the theoretical 

result of a study of a range of possible outcomes, and not a forecast of a likely 

share price. The securities, issuances or investment strategies discussed in 

this report may not be suitable for all investors. Investments involve many 

risk and potential loss of capital. Past performance is not necessarily 

indicative of future results. Evaluate may publish further update notes on 

these securities/companies but has no scheduled commitment and may cease 

to follow these securities/companies as may be decided by the research 

management. 

 

The companies or funds covered in this research may pay us a fee in order for 

this research to be made available. Any fees are paid upfront without 

recourse. Evaluate and its analysts are free to issue any opinion on the 

security or issuance. Evaluate seeks to comply with the CFA Institute 

Standards as well as NIRI Guidelines (National Investor Relations Institute, 

USA) for all conduct, research and dissemination of research, particularly 

governing independence in issuer commissioned research. 

 

Forward-looking information or statements in this report contain information 

that is based on assumptions, forecasts and estimates of future results, and 

therefore involve known and unknown risks or uncertainties which may cause 

the actual results, performance or achievements of their subject matter to be 

materially different from the current expectations. 

 

Evaluate makes an effort to use reliable, comprehensive information, but 

makes no representation that this information is accurate or complete. 

Evaluate is under no obligation to update or keep current the information 

contained herein. The compensation of the analyst who prepares any Evaluate 

research report is determined exclusively by Evaluate’s research and senior 

management. 

 

Evaluate Research Ltd. does not conduct any investment banking, stock 

brokerage or money management business and accordingly does not itself hold 

any positions in the securities mentioned in this report. However, Evaluate’s 
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