
 

 06 August 2019 
Ticker: SMF CN Net debt 1Q19: US$40m Project: Boungou, Mana 
Market cap: C$1.82bn Price: C$5.44/sh Country: Burkina Faso 
RECOMMENDATION (↓): HOLD TARGET PRICE (↑): C$4.60/sh RISK RATING: MEDIUM 

This news is disappointing, highlighting that successful miners are exposed to Black Swan events. Most 
FCF is only deferred with just $7m additional fixed costs from a 2.5 month mill shut down. However, 
while the drop in CY19 production only lowers our valuation by 10c/sh, the intangible impact to NAV 
multiple is likely more material when combined with the recent rally in share price. As such, although a 
lift in our LT gold price from US$1,300/oz to US$1,350/oz offsets the lower production as our 1xNAV7% PT 
lifts from C$4.20/sh to C$4.60/sh, we lower our recommendation from BUY to HOLD given the share 
price rise from $2.83 in January at the time of our initiation to $5.44 last week. We remain positive on 
the name in the LT, with CY20 likely to see material value-uplift from Bantou especially as ounce-growth 
from drilling has every likelihood of cementing the asset as a third mine in the portfolio, with year-end 
resources likely to lift the existing Bantou / Nbanga 1.6Moz @ 3.45g/t to >2Moz in our view. 
Quantitatively, we note that SCPe FCF yield drops to 8% this year, but even at $5.44/sh this lifts to 18% 
next year. 

Mana pit wall failure; no additional cost, but 45koz lower guidance likely to impact P/NAV 
A pit wall failure was reported by Semafo in the Wona pit at Mana; mining was not active and there 
were no injuries. Six million tonnes of stripping will be required, pushing production from the area back 
to 1Q20. There is no additional cost as the layback was previously planned. However, with limited 
alternative ore the mill will be suspended from mid-August to end-October, with mid-point guidance 
lowered by 45koz from 180koz to 135koz. Mining costs of $22m are to be capitalised, and a one-off $7m 
fixed cost incurred. Production from Mana of 77.5koz was pre-reported for 2Q19 with full results due 
post close today. 

Our view 

Very simply this is disappointing news. While unlucky (we understand a dyke may have been the cause), 
the buck stops with the geotechnical team. This risks undoing the momentum Semafo had gained 
recently from a smooth Boungou commissioning, development momentum from the new Bantou assets, 
and a calming security situation. Fortunately, this was only an interim pit wall so the overall valuation is 
only minimally impacted, offering the company the opportunity to rebuild investor faith going into CY20.  

The implied 30koz for 2Q18 represents a 28% QoQ drop, a miss on our 48koz forecast and 47koz 
average implied from prior 180koz guidance. Similarly, the mill shutdown dates imply 43/57 3Q/4Q 
production weighting rather than 25/75 guided, implying a lower grade in 3Q19. Without detailed 
breakdown, we expect this to be the result of mining at Wona rather than Siou, but will review this with 
quarterly results.  

Valuation: lift PT from C$4.20/sh to C$4.60/sh, lower from BUY to HOLD 

The recent gold price rises more than offsets production losses, albeit gold prices were already factored 
into the share price at $5.44/sh before this event. We update our model for LT gold, lifting from 
US$1,300/oz to US$1,350/oz LT, falling from spot over the coming two years. Maintaining US$65m 
nominal valuation for Karankasso, Nabanga and Bantou takes our 1xNAV7%, from US$1,041m / $4.20/sh 
to US$1,128/oz or $4.50/sh. Making minor adjustments to Boungou to incorporate updates from the 
recent capital markets day lifts this to US$1.14bn / $4.60/sh. 

Adjusting for the pit-wall we lower Mana from 198koz to 131koz vs. 130-140koz guidance, lifting AISC 
from US$932/oz to US$1,098/oz vs. US$950-1,020/oz guidance (excludes $22m of capitalised stripping). 
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This takes our full year forecast from 443koz @ US$700/oz AISC to 365koz @ US$735/oz vs revised 
guidance of 350-380koz @ US$650-700/oz AISC. We also lift recovery at Wona from 81% to 85% given 
prior quarters achieving this. As such, we lift our 1xNAV7% PT from C$4.20/sh to C$4.60/sh, and lower 
our recommendation from BUY to HOLD.  

Table 1. SOTP valuation, sensitivities, and production and cost forecast 

  
Source: SCP estimates 

Figure 1. Old and new SCP production and earnings forecasts, quarterly (above) and annual (below) 

 
Source: SCP estimates 

Why we like Semafo 

1. Boungou drives LT >400koz pa and <US$750/oz AISC 
2. Mana offers strong production and cash flow over coming five years 
3. Stock attractively valued at >15% FCF yield for CY19 onward 
4. Bantou potential to hit mineable resource inventory in CY20 
5. Upside from Siou deeps, Nabanga, and Boungou underground 
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Ticker:          SMF CN Price /  mkt cap: 5.44/sh, C$1817m ######### Market P/NAV: 1.18x Assets: Mana & Boungou

Analyst:        Brock Salier Rec  /  PT: HOLD, C$4.6/sh 1xNAV2 Q1 9  FD: Country Burkina Faso

Group-level  SO TP valuation Resource /  Reserve Mt g/t Au 000oz EV/oz
US$m O /ship NAVx C$/sh Measured, ind. & inf. 73.1 2.46 5,594 251

Mana NPV 493 90% 1.0x 1.96 Proven & probable 29.4 3.37 3,189 440
Boungou NPV 707 90% 1.0x 2.81 Commodity  price CY17A CY18A CY19E CY20E CY21E
Central SG&A & fin costs (62) -           1.0x (0.25) Gold price (US$/oz) 1,262 1,350 1,350 1,350 1,350
Karankasso, Nabanga & Bantou 65 100% 1.0x 0.26 Share data
Cash 1Q19 99 -           1.0x 0.39 Basic shares (m): 334.0 FD + options (m): 335.5 EV 2Q: US$1402m
Debt 1Q19 (139) -           1.0x (0.55) Ratio analysis CY17A CY18A CY19E CY20E CY21E
1xNAV7% US$1350/oz 1 ,164 4.60 FD shares out (m) 327.1 327.1 335.5 335.5 335.5

1xNAV sensitiv ity  to gold pric e and disc ount /  NAV multip le EPS (US$/sh) 0.06 (0.024) 0.35 0.52 0.33

1xNAV asset (US$m) $1150oz $1250oz $1350oz $1450oz $1550oz CFPS before w/c (US$/sh) (0.34) (0.28) 0.35 0.84 0.64

9% discount 954 1,045 1,120 1,205 1,289 EV (US$m) 1,303 1,412 1,309 1,035 810

7% discount 987 1,084 1,164 1,254 1,344 FCF yield  (%) -        7% 19% 15%

5% discount 1,023 1,126 1,212 1,308 1,404 PER (x) 66.6x -        11.8x 7.9x 12.2x

Valuation (C$/sh) $1150oz $1250oz $1350oz $1450oz $1550oz P/CF (x) -        -        11.5x 4.9x 6.3x

0.8xNAV 3.12 3.44 3.68 4.00 4.24 EV/EBITDA (x) 12.3x 12.4x 4.2x 2.4x 2.3x

1.0xNAV 3.90 4.30 4.60 5.00 5.30 Income statement CY17A CY18A CY19E CY20E CY21E

1.2xNAV 4.68 5.16 5.52 6.00 6.36 Revenue (US$m) 259 297 506 711 595

Valuation over time 2Q19E 2Q20E 2Q21E 2Q22E 2Q23E COGS (US$m) (134) (164) (171) (250) (218)

Mines NPV (US$m) 1,200 1,109 893 720 537 Gross profit (US$m) 125 132 335 461 377

Cntrl G&A & fin costs (US$m) (62) (48) (38) (28) (22) Expenses (US$m) (113) (122) (170) (200) (194)

Net cash at 1Q (US$m) (40) 119 391 604 814 Net finance costs (US$m) 12 (5.1) (10.8) (6.3) (4.2)

1xNAV (US$m) 1,099 1,179 1,246 1,296 1,329 Tax (US$m) 0.6 (12.1) (20.6) (61.3) (52.6)

P/NAV (x): 1.25x 1.16x 1.10x 1.06x 1.03x Minority interest (US$m) (3.5) (0.9) (17.2) (21.1) (14.2)

1xNAV share px FD (C$/sh) 4.37 4.69 4.95 5.15 5.28 Net income attr. (US$m) 20.0 (7 .7) 116.1 172.9 112.4

ROI to equity holder (% pa) -20% -14% -5% -2% -1% Cash f low CY17A CY18A CY19E CY20E CY21E

1.2xNAV share px FD (C$/sh) 5.24 5.63 5.94 6.18 6.34 Profit/(loss) after tax (US$m) 24 (7) 133 194 127

ROI to equity holder (% pa) -4% 3% 5% 4% 4% Add non-cash items (US$m) 83 117 170 182 176

Guidance Prod'n AISC Sust cap Strip Expl 'n Less wkg cap / other (US$m) (30) (2) (6) (7.5) 9.0

CY19 000oz US$/oz US$m US$m US$m Cash f low ops (US$m) 76.9 108 298 369 312

Mana 130-140 950-1020 10.0 43.0 4.0 PP&E (US$m) (201) (188) (169) (95) (87)

Boungou (1st pour 3Q18E) 220-240 470-510 3.0 21.0 9.0 Other (US$m) (17) (15) (15) -        -             

Group 350-380 650-700* 14.0 64.0 19.0 Cash f low inv. (US$m) (218) (203) (185) (95) (87)

Production (100%) CY17A CY18A CY19E CY20E CY21E Debt draw (repayment) (US$m) 55 (5.8) (71) (70) (12)

Mana production (000oz) 206 181 131 258 218 Finance costs (US$m) -        -        -        -        -             

Mana cash cost (US$/oz) 655 786 705 672 710 Other (US$m) 0.3 0.9 0.4 -        -             

Mana AISC (US$/oz) 942 1,056 1,098 883 891 Cash f low f in. (US$m) 55 (4 .9) (71) (70) (12)

Boungou prod'n (000oz) -           64 234 227 201 Net change post forex (US$m) (75) (102) 42 204 213

Boungou cash cost (US$/oz) -           403 331 337 311 Balance sheet CY17A CY18A CY19E CY20E CY21E

Boungou AISC (US$/oz) -           597 533 489 537 Cash (US$m) 199 97 138 343 556

Group production (000oz) 206 245 365 485 420 Accounts receivable (US$m) 23 29 39 42 35

Group cash cost (US$/oz) 655 698 465 515 519 Inventories (US$m) 66 83 82 98 87

Group AISC (US$/oz) 942 950 735 699 721 PPE & exploration (US$m) 703 782 828 744 659

C1 = opex (excl. G&A) + royalties; AISC = C1 + sust capex + capitalized stripping Other (US$m) 37 43 39 39 39

Total  assets (US$m) 1,028 1,034 1,126 1,265 1,375

Debt (US$m) 139 146 85 15 3

Other liabilities (US$m) 129 136 150 161 152

Shareholders equity (US$m) 622 624 627 631 634

Retained earnings (US$m) 98 110 225 398 511

Minority int. & other (US$m) 41 20 40 61 75

Liabi l ities+equity  (US$m) 1,028 1,034 1,126 1,265 1,375

Source: SCP estimates, *down from 685-735 implied by lowered Mana production guidance

C$4.62/sh

US$600/oz

US$800/oz

US$1000/oz

US$1200/oz

0koz

200koz

400koz

600koz

CY17A CY18E CY19E CY20E CY21E

Mana Boungou Group AISC



 

Page 5  
 

Disclosures & Disclaimers  
This research report (as defined in IIROC Rule 3400) is issued and approved for distribution in Canada by Sprott Capital Partners LP (“SCP”), an 
investment dealer who is a member of the Investment Industry Regulatory Organization of Canada (“IIROC”) and the Canadian Investor 
Protection Fund (“CIPF”). The general partner of SCP is Sprott Capital Partners GP Inc. and SCP is a wholly-owned subsidiary of Sprott Inc., which 
is a publicly listed company on the Toronto Stock Exchange under the symbol “SII”. Sprott Asset Management LP (“SAM”), a registered 
investment manager to the Sprott Funds and is an affiliate of SCP.  

This research report is provided to retail clients and institutional investors for information purposes only. The opinions expressed in this report 
are the opinions of the author and readers should not assume they reflect the opinions or recommendations of SCP’s research department. The 
information in this report is drawn from sources believed to be reliable but the accuracy or completeness of the information is not guaranteed, 
nor in providing it does SCP and/or affiliated companies or persons assume any responsibility or liability whatsoever. This report is not to be 
construed as an offer to sell or a solicitation of an offer to buy any securities. SCP accepts no liability whatsoever for any loss arising from any 
use or reliance on this research report or the information contained herein.  

Past performance is not a guarantee of future results, and no representation or warranty, expressed or implied, is made regarding future 
performance of any security mentioned in this research report. The price of the securities mentioned in this research report and the income 
they generate may fluctuate and/or be adversely affected by market factors or exchange rates, and investors may realize losses on investments 
in such securities, including the loss of investment principal. Furthermore, the securities discussed in this research report may not be liquid 
investments, may have a high level of volatility or may be subject to additional and special risks associated with securities and investments in 
emerging markets and/or foreign countries that may give rise to substantial risk and are not suitable for all investors.  

SCP may participate in an underwriting of, have a position in, or make a market in, the securities mentioned herein, including options, futures 
or other derivatives instruments thereon, and may, as a principal or agent, buy or sell such products.  

Dissemination of Research:  
SCP’s research is distributed electronically through email or available in hard copy upon request. Research is disseminated concurrently to a 
pre-determined list of clients provided by SCP’s Institutional Sales Representative and retail Investment Advisors. Should you wish to no longer 
receive electronic communications from us, please contact unsubscribe@sprott.com and indicate in the subject line your full name and/or 
corporate entity name and that you wish to unsubscribe from receiving research.  

Research Analyst Certification:  
Each Research Analyst and/or Associate who is involved in the preparation of this research report hereby certifies that:  

• The views and recommendations expressed herein accurately reflect his/her personal views about any and all of the securities or 
issuers that are the subject matter of this research report; 

• His/her compensation is not and will not be directly related to the specific recommendations or view expressed by the Research 
analyst in this research report; 

• They have not affected a trade in a security of any class of the issuer within the 30-day period prior to the publication of this 
research report; 

• They have not distributed or discussed this Research Report to/with the issuer, investment banking group or any other third party 
except for the sole purpose of verifying factual information; and  

• They are unaware of any other potential conflicts of interest.   

UK Residents:  
Sprott Partners UK Limited is an appointed representative of PillarFour Securities LLP which is authorized and regulated by the Financial 
Conduct Authority. This document has been approved under section 21(1) of the FMSA 2000 by PillarFour Securities LLP (“PillarFour”) for 
communication only to eligible counterparties and professional clients as those terms are defined by the rules of the Financial Conduct 
Authority. Its contents are not directed at UK retail clients. PillarFour does not provide investment services to retail clients.  
 
PillarFour publishes this document as non-independent research which is a marketing communication under the Conduct of Business rules. It 
has not been prepared in accordance with the regulatory rules relating to independent research, nor is it subject to the prohibition on dealing 
ahead of the dissemination of investment research. It does not constitute a personal recommendation and does not constitute an offer or a 
solicitation to buy or sell any security. Neither Sprott nor PillarFour nor any of its directors, officers, employees or agents shall have any liability, 
howsoever arising, for any error or incompleteness of fact or opinion in it or lack of care in its preparation or publication; provided that this 
shall not exclude liability to the extent that this is impermissible under the law relating to financial services. All statements and opinions are 
made as of the date on the face of this document and are not held out as applicable thereafter. This document is intended for distribution only 
in those jurisdictions where PillarFour is permitted to distribute its research.  
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Sprott Capital Partners Explanation of Recommendations: 

Should SCP issue research with recommendations, the research rating guidelines will be based on the following recommendations:  

BUY: The stocks total returns are expected to be materially better than the overall market with higher return expectations needed for more 
risky securities markets 

NEUTRAL: The stock’s total returns are expected to be in line with the overall market  

SELL: The stocks total returns are expected to be materially lower than the overall market  

TENDER: The analyst recommends tendering shares to a formal tender offering 

UNDER REVIEW: The stock will be placed under review when there is a significant material event with further information pending; and/or 
when the research analyst determines it is necessary to await adequate information that could potentially lead to a re-evaluation of the rating, 
target price or forecast; and/or when coverage of a particular security is transferred from one analyst to another to give the new analyst time 
to reconfirm the rating, target price or forecast.  

NOT RATED (N/R): The stock is not currently rated  

 

Research Disclosure Response 

1 SCP and its affiliates collectively beneficially owns 1% or more of any class of the issuer's equity securities1 NO 

2 The analyst or any associate of the analyst responsible for the report or recommendation or any individual directly 
involved in the preparation of the report holds or is short any of the issuer's securities directly or through derivatives  

NO 

3 An SCP partner, director, officer or analyst involved in the preparation of a report on the issuer, has during the preceding 
12 months provided services to the issuer for remuneration other than normal course investment advisory or trading 
execution services  

NO 

4 SCP has provided investment banking services for the issuer during the 12 months preceding the date of issuance of the 
research report or recommendation 

NO 

5 Name of any director, officer, employee or agent of SCP who is an officer, director or employee of the issuer, or who 
serves in an advisory capacity to the issuer  

NO 

6 SCP is making a market in an equity or equity related security of the issuer  NO 

7 The analyst preparing this report received compensation based upon SCP's investment banking revenue for the issuer NO 

8 The analyst has conducted a site visit and has viewed a major facility or operation of the issuer  NO 

9 The analyst has been reimbursed for travel expenses for a site visit by the issuer  NO 

 

Sprott Capital Partners Equity Research Ratings: 

Summary of Recommendations as of August 2019 
BUY: 13 
HOLD: 2 
SELL: 0 
UNDER REVIEW: 1 
NOT RATED: 1 
    
TOTAL 100% 

 

                                                           
1 As at the end of the month immediately preceding the date of issuance of the research report or the end of the second most recent month if 
the issue date is less than 10 calendar days after the end of the most recent month 


