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ADD (no change) 

Stock code: RMS AU 

Price: 
 

A$1.49 

12-month target price: A$1.91 

Previous target price: A$1.91 

Up/downside to target price: 28.2% 

Dividend yield: 0.4% 

12-month TSR*: 28.6% 

Market cap: A$1,292m 

Average daily turnover: A$6.8m 

Index inclusion: S&P/ASX 200 

* Total stock return – Up/downside to target price + 12-month 

forward dividend yield. 

 
Price performance 

(%) 1M 3M 12M 3Y 

Absolute -6.3 -9.7 9.2 144.3 

Rel ASX/S&P200 -6.1 -6.3 3.5 128.1 

 

Source: Bloomberg 

Financial summary 

 
 

Source: Company data, Morgans estimates 
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 Analyst(s) own shares in the following stocks mentioned in this report: 

– Ramelius Resources 

Ramelius Resources  
Not immune to cost pressures but focused on margin 

 H1 financial reporting showed RMS preserved much of its margin in the face of 
cost pressures, though the one-off impact of an asset sale cushioned the decline. 
Net mine cash flow was down 46% on the corresponding period in FY21.  

 WA’s tight labour market impacted RMS’ ability to execute its first half plan with 
road train ore haulage hit by driver shortages. 

 While the end of WA’s hard border in March is likely to ease these pressures over 
time, it is unlikely RMS will be able to catch up all the lost production from H1, and 
management reiterated their expectation of achieving the bottom end of guidance. 

 We maintain a price target of A$1.91/share and an Add recommendation for the 
stock. 

Event  

▪ H1 financial reporting shows the impact of reduced gold production, industry-wide 
cost pressures and ore haulage challenges for Ramelius. 

Analysis  

▪ EBITDA (-3%) and NPAT (-10%) proved resilient, supported by the one-off impact 
of the A$30m Kathleen Valley lithium royalty sale in the half. Group cash and bullion 
was down 29% to A$164.5m, hit by the one-off impact of the Apollo acquisition 
(A$70.3m), dividends and tax payments (A$60.3m), though underlying cash flow 
was positive at A$30.7m. 

▪ Group revenue was down 9% on lower processed grades compared to forecast. 
While Edna May grade lifted, it was below plan because of restricted road haulage 
(lack of equipment and operators) while Mt Magnet was already forecast to decline 
with a reduction in high-grade feed sources in the mining plan. 

Forecast and valuation update  

▪ We recently reduced our FY22 production and cost estimates on the expectation 
of production being at the lower end of guidance with the impact of reduced road 
haulage and lower grades in H1.  

▪ We maintain our forecast cost reduction in FY23 as high-grade ore from Penny 
begins to be processed, dropping further in FY24.  

▪ We have adjusted our forecast inventory movements for the rest of FY22 and into 
FY23 on greater clarity from today’s reporting, which flows through to our NPAT 
forecasts but does not impact our cash flow or project NPVs. See page 4 for further 
detail. 

▪ Our price target is unchanged at A$1.91/share using a sum of the parts NPV 
methodology. We retain an Add rating for the stock. 

Investment view 

▪ RMS management has a strong track record of operational discipline and cost 
control but is being challenged right now with the combination of a tight labour 
market and cost inflation.  

▪ WA’s border reopening in March may assist in unwinding the stockpile build up the 
company has experienced in the first half, boosting potential production. 

▪ While the recent move to the low end of guidance range is disappointing, RMS’ 
track record of execution to plan and clarity in reporting gives confidence in its 
ability to deliver (barring further unforeseen/external surprises).  

▪ We remain confident in the longer-term outlook for the company. 

Price catalysts  

▪ Penny West project development and first ore during CY22. 

▪ Exploration success and study progress across RMS project portfolio, with the first 
study update anticipated before the end of February. 

Risks  

▪ Greater labour/productivity impacts as Covid-19 infections increase in WA. 

▪ USD/AUD exchange rate and the gold price are the key macro risks for RMS, 
driven by competing inflation and interest rate pressures and geopolitical 
uncertainty. 

Jun-21A Jun-22F Jun-23F Jun-24F

Revenue (A$m) 634.3 597.3 602.0 614.6

EBITDA Norm (A$m) 346.2 265.1 258.6 295.4

Net Profit (A$m) 126.8 56.2 79.0 105.3

EPS Norm (A$) 0.16 0.07 0.09 0.12

EPS Growth Norm (%) -0.9% -58.7% 36.1% 33.3%

P/E Norm (x) 9.3 21.3 16.6 12.4

DPS (A$) 0.03 0.00 0.01 0.01

Dividend Yield (%) 2.0% 0.0% 0.7% 0.7%

EV/EBITDA (x) 3.1 4.1 3.7 3.0

Gearing (Net Debt/EBITDA) -0.66 -0.78 -1.29 -1.34

http://www.efa.biz/
https://my.morgans.com.au/research/CBD73C0E-E66E-49C6-AB19-7D86DD08C963.pdf?u=9b6e4620-b777-4faa-824c-18d547e2ca31
https://my.morgans.com.au/research/E6B1B2A4-2E7C-4784-9885-E79E28B451A4.pdf?u=9b6e4620-b777-4faa-824c-18d547e2ca31
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Ramelius Resources as at February 23, 2022 

Rating ADD 
 

Price (A$): 1.49 

Market cap (A$m): 1,292 
 

12-month target price (A$): 1.91 

Shares outstanding (m): 867.4 
 

Up/downside to target price (%): 28.2 

Free float (%): 100.0 
 

Dividend yield (%): 0.4 

Company description 

Ramelius Resources (RMS) is a Western Australia focused gold producer that listed on the ASX in 2003 and has been in production since 2006. 
Currently RMS wholly owns the Mount Magnet, Edna May, Vivien, Marda, Tampia Hill and Penny gold mines in Western Australia. It also owns the 
Rebecca project following its purchase of Apollo in FY22 
 

 
  

How RMS makes money & Growth factors Map of RMS Operations

RMS's earnings come from its Western Australian based gold operations. RMS has 

two processing hubs, Mt Magnet and Edna May. Mt Magnet processes ore from the  

Mt Magnet mining operation as well as Vivien underground mine (ore is trucked to 

Mt Magnet). Edna May processes ore from Edna May mining operation and is due to

have ore trucked from Marda and Tampia Hill.

Group Production (oz) & AISC (A$/oz Sold) Margin [Gold revenue - AISC]  by operation (A$M) - FY21

RMS future production Key risks & drivers

Source:  Morgans

Source:  Company Source:  Morgans

Source:  Morgans Source:  Company

Source:  Morgans

Short-term key growth factors:

•                   Ramp-up of Marda & Tampia Hill operations

•                   Integration of Penny Gold Project operations

Long-term key growth factors:

•                   RMS has a succesful history of acquiring distressed or isolated assets 

                    and integrating them with current operations. RMS's strong balance 

                    sheet allows for future transactions

Key risks

Most sensitive inputs are gold price and exchange rate hence they are the 
key risks.

Operational risks include the ramp up of Tampia Hill that contains some 
refractory ore (refractory ore requires additional processing to the ore that 
RMS currently excavate) and overseeing a growing number of operations.

Upcoming catalysts

Ramp up of Tampia Hill.

Penny West development and exploration

Key Industry Drivers

Gold price as a proxy of global market sentiment.
USD:AUD exchange rate
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Figure 1: Financial summary 

 

Source: Morgans estimates, company data 

  

Income statement (A$M) Jun-20A Jun-21A Jun-22E Jun-23E Jun-24E Gold Sold (Koz) Jun-20A Jun-21A Jun-22E Jun-23E Jun-24E

Sales Revenue $461 $634 $597 $602 $615 Mt Magnet 164 165 130 148 179

Operating Costs -$186 -$281 -$346 -$298 -$289 Edna May 65 112 129 117 91

Other Income/Costs -$12 -$7 $13 -$45 -$30 TOTAL GOLD SOLD 228 277 259 265 270

EBITDA $263 $346 $265 $259 $295

Depreciation & Amortisation -$104 -$164 -$155 -$148 -$148

EBIT $159 $183 $110 $111 $147 AISC (A$/oz Sold) Jun-20A Jun-21A Jun-22E Jun-23E Jun-24E

Other Income & Expenses $1 $1 $0 $1 $1 Mt Magnet 1,047 1,195 1,532 1,272 1,023

Profit before Income Tax $150 $175 $109 $111 $148 Edna May 1,464 1,496 1,471 1,577 1,797

Income Tax Expense -$36 -$48 -$33 -$32 -$43 GROUP 1,164 1,317 1,501 1,406 1,284

Reported NPAT $114 $127 $76 $79 $105

Cashflow Statement  (A$M) Jun-20A Jun-21A Jun-22E Jun-23E Jun-24E Key Metrics Jun-20A Jun-21A Jun-22E Jun-23E Jun-24E

Operating EBITDA $263 $346 $248 $275 $311 Gold Price ($US/oz) $1,566 $1,823 $1,750 $1,750 $1,750

Net Finance Income $1 $1 $1 $1 $1 AUD:US 0.77 0.77 0.77 0.77 0.77

Income Tax Paid -$1 -$25 -$41 -$32 -$43 EPS 0.14 0.16 0.06 0.09 0.12

Other -$26 -$17 -$14 $7 -$2 DPS 0.02 0.03 0.00 0.01 0.01

Net operating Cashflow $236 $306 $193 $250 $268 Yield 135.1% 168.9% 0.0% 67.6% 67.6%

Capex (Development, PP&E, other) -$121 -$152 -$120 -$99 -$180 EBITDA Margin 57% 55% 44% 43% 48%

Net Proceeds from Sales/Acquisitions -$31 -$11 -$37 $0 $0 P/E 11.1 10.0 23.9 17.0 12.8          

Payment for Exploration / Tenements -$18 -$20 -$23 -$16 -$16 EV/EBITDA 4.2 3.0 4.3 3.9 3.2            

Other Investing Cashflows -$1 -$1 -$4 $0 $0 Free Cashflow Yield 1694.1% 2044.6% 1323.8% 1850.2% 1923.5%

Net Cash from Investing Activities -$171 -$183 -$184 -$115 -$196

Net Proceeds from Debt $24 -$24 $0 $0 $0

Dividends Paid -$7 -$16 -$20 -$9 -$9 Revenue (A$M) Jun-20A Jun-21A Jun-22E Jun-23E Jun-24E

Proceeds from Issues of Shares $0 $0 $0 $0 $0 Mt Magnet $324 $377 $299 $337 $407

Other Financing Cashflows -$13 -$19 -$11 $0 $0 Edna May $136 $257 $298 $265 $208

Net Cash from Financing Activities $5 -$59 -$32 -$9 -$9 TOTAL  REVENUE $461 $634 $597 $602 $615

Net Inc/Dec in Cash and Cash Equivalents $70 $63 -$22 $126 $63

Balance Sheet  (A$M) Jun-20A Jun-21A Jun-22E Jun-23E Jun-24E

Cash & Cash Equivalents $166 $229 $206 $333 $396

Other Current Assets $101 $103 $57 $45 $45 Valuation

Total Current Assets $271 $333 $267 $381 $445 DR (%)

Development Assets $208 $375 $349 $298 $319 Mt Magnet NPV

Property, Plant & Equipment $78 $100 $104 $107 $117 Edna May NPV

Exploration and Evaluation Expenditure $196 $31 $215 $215 $215 Group Charges NPV

Other Non-Current Assets $1 $7 $68 $68 $68 Total Current NPV (A$M)

Total Non-Current Assets $484 $514 $736 $687 $719 Exploration Upside (A$M)

Total Assets $755 $846 $1,003 $1,068 $1,164 Cash & Cash Equivalents (A$M)

Trade & Other Payables $82 $58 $71 $66 $64 Debt (A$M)

Provisions & Other Current Liabilities $77 $61 $43 $43 $43 Listed Investments

Total Current Liabilities $159 $120 $114 $109 $108 Total Valuation (A$M)

Provisions $39 $42 $47 $47 $47 Fully Diluted Shares (million)

Other Non-Current Liabilities $42 $48 $57 $57 $57 Target Price (A$/Share)

Total Non-Current Liabilities $81 $91 $104 $104 $104

Total Liabilities $240 $211 $218 $213 $211

Total Equity $515 $636 $785 $856 $952

$257

$1.91

877

$1.91$1,670

$0.19$165

-$134 -$0.15

$0 $0.00

Total Gold Produced (koz) & AISC (A$/oz sold)

$7 $0.01

Revenue (A$M)

RMS Mining and Metals

$262

$1.27

$0.29

$0.30

A$M A$/sh

5.0%

$1,237 $1.41
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Valuation methodology 

Our price target is A$1.91ps. A discounted cashflow methodology was used as 

the basis of valuation, with a 5% discount rate applied reflecting RMS’ status as 

a gold producer in a stable jurisdiction with two production centres. A flat forward 

price of US$1,750/oz was applied to gold sales, adjusted where applicable to 

account for the RMS hedge book. A fixed AUD:USD exchange rate of 0.77 was 

also applied, for a gold price of A$2,273/oz. A sensitivity table is presented below 

showing the impact of changes in FX and gold price on our target price.  

 

Figure 2: Target price sensitivity table 

 

Source: Morgans estimates, company data 
 

If we view the table above, at the current RMS share price, the market appears to 

be anticipating a much lower (~US$1,250/oz) gold price at spot FX (~0.72) – or 

even greater cost pressures in the sector.  

We take the view that $1,750/oz is an appropriate price for the near term. The 

sensitivity table presented above acts as guidance for how the RMS share price 

may react to further short-term movements in the gold price or exchange rate. 

Changes to forecasts 

We leave our base case production model unchanged, but adjustments to our 

inventory build-up and draw down assumptions (given more detail on the impact 

of road haulage delays in today’s financial reports) move our EBITDA and NPAT 

forecasts for FY22/23. The changes to our forecasts are outlined below. 

 

Figure 3: Changes to Morgans forecasts 

 

Source: Morgans estimates, company data 
 

1,250 1,500 1,750 1,800 2,000

0.85 $0.90 $1.27 $1.64 $1.71 $2.01

0.80 $1.01 $1.41 $1.80 $1.88 $2.19

0.77 $1.09 $1.50 $1.91 $1.99 $2.31

0.75 $1.14 $1.56 $1.98 $2.06 $2.40

0.70 $1.29 $1.74 $2.19 $2.28 $2.64

USD Gold Price

A
U

D
:U

S
D

2021A

Old New
% 

change
Old New

% 

change
Old New

% 

change

Revenue (A$m) 634.3 596.9 597.3 0% 602.0 602.0 0% 614.6 614.6 0%

EBITDA (A$m) 346.2 228.0 265.1 16% 273.6 258.6 -5% 295.4 295.4 0%

Reported NPAT (A$m) 126.8 60.4   76.1   26% 94.1   79.0   -16% 111.1  105.3  -5%

Key Assumptions

Gold (US$/oz) 1823 1750 1750 0% 1750 1750 0% 1750 1750 0%

AUD 0.77   0.77 0.77 0% 0.77 0.77 0% 0.77 0.77 0%

2022F 2023F 2024F
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Disclaimer  

The information contained in this report is provided to you by Morgans Financial Limited as general advice only, and is made without consideration of an individual’s 
relevant personal circumstances. Morgans Financial Limited ABN 49 010 669 726, its related bodies corporate, directors and officers, employees, authorised 
representatives and agents (“Morgans”) do not accept any liability for any loss or damage arising from or in connection with any action taken or not taken on the 
basis of information contained in this report, or for any errors or omissions contained within. It is recommended that any persons who wish to act upon this report 
consult with their Morgans investment adviser before doing so. Those acting upon such information without advice do so entirely at their own risk.  

This report was prepared as private communication to clients of Morgans and is not intended for public circulation, publication or for use by any third party. The 
contents of this report may not be reproduced in whole or in part without the prior written consent of Morgans. While this report is based on information from 
sources which Morgans believes are reliable, its accuracy and completeness cannot be guaranteed. Any opinions expressed reflect Morgans judgement at this 
date and are subject to change. Morgans is under no obligation to provide revised assessments in the event of changed circumstances. This report does not 
constitute an offer or invitation to purchase any securities and should not be relied upon in connection with any contract or commitment whatsoever. 

Disclosure of interest 

Morgans may from time to time hold an interest in any security referred to in this report and may, as principal or agent, sell such interests. Morgans may previously 
have acted as manager or co-manager of a public offering of any such securities. Morgans affiliates may provide or have provided banking services or corporate 
finance to the companies referred to in the report. The knowledge of affiliates concerning such services may not be reflected in this report. Morgans advises that 
it may earn brokerage, commissions, fees or other benefits and advantages, direct or indirect, in connection with the making of a recommendation or a dealing by 
a client in these securities. Some or all of Morgans Authorised Representatives may be remunerated wholly or partly by way of commission. 

Regulatory disclosures 

Analyst owns shares in the following mentioned company(ies): Ramelius Resources  

  

Recommendation structure 

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

Research team 

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

Research coverage policy 

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

Research independence statement  

morgans.com.au/Research-Independence-Statement 

Stocks under coverage 

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

morgans.com.au 
 

 
 

http://www.morgans.com.au/research_disclaimer
http://www.morgans.com.au/research-and-markets/our-research-team
https://www.morgans.com.au/research-and-markets/company-analysis/Research-Coverage-Policy
https://www.morgans.com.au/Research-Independence-Statement
http://www.morgans.com.au/research-and-markets/company-analysis/ASX100-Companies-under-coverage
http://www.morgans.com.au/research-and-markets/company-analysis/EX-100-Companies-under-coverage

