
 

 

 

COMPANY BCI Minerals (BCI)  MCAP A$270m  $0.45/share  Date: 20 August 2021  

RECOMMENDATION Speculative Buy and PT $0.92/share, High Risk  

EVENT  FY21 Result  

KEY POINTS  

BCI had already guided FY21 EBITDA of $69.5m from Iron Valley. Overall EBITDA came in at $28.9m, though this 
included $34.4m of costs relating to the development of Mardie. Near term profit results are not that meaningful in 
relation as to why to invest in BCI.   

The highlight of the FY21 result was that BCI was able to materially increase its cash on hand, guided as $110m at 
31st July 2021, post receiving the 4Q21 Iron Valley payment after the FY21 year end. This contributes to the equity 
portion required to fund Mardie.  

A near term catalyst is receiving Government approval for Mardie to be able to commence construction and move 
to FID. So much for Governments fast tracking approvals (the opposite in our opinion), with BCI waiting on the 
minister to approve the project, post the EPA recommending approval. Approval is now guided as in 2021, indicating 
the process may take longer than we previously thought.  

Another potential catalyst is MIN’s Ashburton project, guided as being announced before or at its AGM (late 
October). BCI has a 1% revenue royalty for tonnes from the Buckland deposit, likely to one of two sites initially 
mined, with a potential mine rate of 15mtpa.  

BCI has guided that the maximum external equity they will seek (either via a raise and/or an asset sale) is $300m. 
We now assume BCI raise $275m (from $350m) at $0.40/share (from $0.45). This lowers the dilution from the raise.  

We have changed our forecast Iron Valley tonnages post MIN indicating it expects to ramp Wonmunna up to 
10mtpa, which implies volumes from Iron Valley are likely to fall.  

We have left our FY22 iron ore price forecast unchanged at US$140/t and left FX at US$0.75. Whilst the recent iron 
ore price fall could continue, it is not clear whether actions to reduce demand will impact the price over the long 
term and our forecast still looks in the money.  

After further analysis of BCI’s royalty rates, we believe we had under-estimated them in the past. The net effect of 
increasing royalties and lowering tonnes is that we have changed FY22-24 EBITDA by -$0.2m , $-6.4m and +$2.8m 
respectively.  

   

VALUATION METRICS DCF (un-risked) $1.15/share | DCF (risked) $0.92/share  

LINK TO RESEARCH NOTE BCI_FY21  

INVESTMENT VIEW  

We use DCF to value BCI and factor in a 20% discount due to approvals and funding risks. We have increased the 
estimated working capital requirements for Mardie by $100m. We also reviewed our WACC (in line with all 
companies under coverage) and our WACC moves to 6.90% (from 7.00%.  

The net result of our changes is that our DCF valuation moves to $1.15/share (from $1.29). Our 20% discounted 
price target of $0.92/share represents a very impressive TSR of 104%.  

Approvals remains a key catalyst for BCI. Whilst iron ore pricing sentiment has pushed down the share price, BCI 
is really mostly about Mardie, with Iron Valley assisting on the equity component. In our opinion, the fundamentals 
of salt and SOP have not changed. We see recent share price weakness as a buying opportunity, albeit if the iron 
ore price continues to fall it could continue to impact sentiment.  

A rights issue means investors are better off getting set now or starting to build a position now, rather than waiting 
for the liquidity event.  
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Forecasts  

BCI Earnings Forecasts           

BCI Y/E Jun A$m  FY21A   FY22F   FY23F   FY24F  
Revenue  160.2  119.6  71.8  46.0  

EBITDA  28.9  45.9  19.0  4.6  
EPS Adj (c)  14.5  5.3  -0.2  -4.0  
EPS Growth  143%  -63%  -103%  2375%  
DPS (c)  0.0  0.0  0.0  0.0  
Yield (%)  0.0%  0.0%  0.0%  0.0%  
EV/EBITDA (x)  6.6  0.6  17.6  159.5  
PE Underlying (x)  3.1  8.5  -278.7  -11.3  
Gearing (%)  -85%  -103%  12%  52%  

 

Source: PAC Partners estimates and BCI  
   
   
   

   

Should you have any queries, please do not hesitate to contact me on + 61 438 568 283  

   

Heath Andrews  
Senior Equities Analyst  
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Level 10, 330 Collins Street   
Melbourne VIC 3000  
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Recommendation Criteria 
 
Investment View  

PAC Partners Investment View is based on an absolute 1-year total return equal 
to capital appreciation plus yield.  

A Speculative recommendation is when a company has limited experience from 
which to derive a fundamental investment view.  

               
   Buy  Hold  Sell     

   >20%  20% – 5%  <5%     
               

Risk Rating  

PAC Partners has a four tier Risk Rating System consisting of: Very High, High, Medium and Low. The Risk Rating is a subjective rating based on: 
Management Track Record, Forecasting Risk, Industry Risk and Financial Risk including cash flow analysis.  

Disclosure Of Economic Interests  
The views expressed in this research report accurately reflect the personal views of Heath Andrews about the subject issuer and its securities.    

The following person(s) Hold an economic interest in the securities covered in this report or other securities issued by the subject issuer which may 
influence this report: Entities associated with the author of this report.  

   

1.1.1.1 Disclaimer  
PAC Partners Securities Pty Ltd. (“PAC Partners” or “PAC” or “PPS”) is a Corporate Authorised Representative of PAC Asset Management Pty Ltd holder of an 
Australian Financial Services Licence (AFSL No. 335 374).  
PAC Partners is not licensed to advise retail investors. The information contained in this report is provided by PAC Partners to Wholesale Investors only. 
Retail investor and third party recipients should not rely, directly or  indirectly, on this report. Users of this research report should not act on any content or 
recommendation without first seeking professional advice. Whilst the report has been prepared with all reasonable care from sources which we believe are 
reliable, no responsibility or liability is accepted by PAC Partners, for any errors or omissions or misstatements however caused.  
Any opinions, forecasts or recommendations reflect our judgement and assumptions at the date of publication or broadcast and may change without notice. 
This report is not and should not be construed as an offer to sell or the solicitation of an offer to purchase or subscribe for any investment.  
We are not aware that any user intends to rely on the Content provided or of the manner in which a user intends to use it. In preparing our Content it is not 
possible to take into consideration the investment objectives, financial situation or particular needs of any individual user.  
Access of this report does not create a client relationship between PAC Partners and the user. Users seeking to invest must obtain individual financial advice to 
determine whether recommendations are appropriate to their investment objectives,  personal financial situation or particular needs, before acting on 
any  recommendations.  
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This publication contains general securities advice. In preparing the advice, PAC has not taken into account the investment objectives, financial situation and 
particular needs of any particular person.  Before making an investment decision on the basis of this advice, you need to consider, with or without the 
assistance of a securities adviser, whether the advice in this publication is appropriate in light of your particular investment needs, objectives and financial 
situation. PAC and its associates within the meaning of the Corporations Act may hold securities in the companies referred to in this publication. PAC believes 
that the advice and information herein is accurate and reliable, but no warranties of accuracy, reliability or completeness are given (except insofar as liability 
under any statute cannot be excluded). No responsibility for any errors or omissions or any negligence is accepted by PAC or any of its directors, employees or 
agents.   
Any content is not for public circulation or reproduction, whether in whole or in part and is not to be disclosed to any person other  than the intended user, 
without the prior written consent of PAC Partners  
Disclosure of Corporate Involvement  
Recipients of PAC Partners Research Reports should carefully consider the Disclaimers and Disclosures made below. In particular, regard should be had  for any 
disclosure by PAC Partners, where it has provided corporate finance services  to the company, which is the subject of the Research Report.  
PAC Partners does not own securities of the Company described in this report.  PAC Partners does and seeks to do business with companies 
covered in the research. PAC may receive commissions from dealing in securities associated with the Company. As a result, investors 
should be aware that PAC Partners may have a conflict of interest that could affect the objectivity of this report.  
   
For more information about PAC Partners please visit www.pacpartners.com.au  
If you would like to be removed from this distribution list please click here: UNSUBSCRIBE.                 

If you would like to update your details please click here: MODIFY.  
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