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Summary: West African mid cap (US$2.6 bn) gold mining company, Endeavor Mining Limited (“Endeavor”), 
reported positive 1Q20 results, with improved y/y revenues and EBITDA, and robust 48% EBITDA margins, 
on the back of higher production.  Production fell in line with the lower end of FY20 production guidance at 
a run-rate of 688 koz and is expected to ramp up in the second half of the year.  The company anticipates 
AISC of US$899/oz in 1Q20 will gradually fall within its guided FY20 range (US$845-895) as production 
increases and capex declines.  Capex was notably higher sequentially due to heavier exploration during the 
1H20 dry season.  Nevertheless, free cash flow was positive for the third sequential quarter at US$53 mm.  
The company drew down its US$120 mm RCF in the quarter which, alongside improved cash flows, resulted 
in increased cash equivalents of S$357 mm, while LTM net leverage reached lows of 1.1x.   
 
While we appreciate the consistent FCF generation seen over the past three quarters, upside on the convert 
appears limited.  Shares trade slightly below the strike price of US$23.90 and, at 5.7x TEV to 2020 BBG 
consensus EBITDA of US$565 mm, appear expensive relative an average 4.6x TEV for our peer group of EM 
precious metal miners (TEV as of close 5/20/20).  We estimate credit spread of 400 bps for the issuer which, 
together with vol capped at 50% implies fair value of 124 vs 114c mid and a bond floor of 97c (8% up v. 
15% down).  Implied vol of 26% on the convert is attractive on the swap vs. 100D realized of 69% and 
40% in the options market.   
 
On an outright basis, we prefer to focus timelier opportunities offering in the convertibles universe, such as 
Caribbean telecom operator, LILAK.  We currently rate LILAK 24s “Market Outperform” on our Top Picks, 
based on strong operational performance, which has yet to be reflected in its 70c bond price – bonds yield 
11% and, trading below the bond floor, offer a virtually free option on the equity – relative to its direct 
subsidiaries who trade around par (please contact your salesperson for more detail). 
  

  Amt Out 
(US$ MM) 

Mid Price Mid YTW Implied Vol Cheapness (par) Delta (par) Conv. Price EDV CN Price 
(USD) 

EDVCN 3% 02/15/23 330 114.0 (1.98%) 26.33% 7.55% 70.09% 23.90 $22.92 

* Source: Equity information sourced from Bloomberg. Convertible pricing as of May 21st 2020. 
 

Credit Valuation: 

  
Endeavor Mining AngloGold 

Ashanti 
Sibanye-

Stillwater * 
Sibanye Gold 

Limited * 
Petropavlovsk 

Country South Africa South Africa South Africa " " Russia 

Rating -/ -/ - Baa3/ BB+/ - -/ -/ - " " -/ -/ - 

Bond Ticker EDVCN ANGSJ SGLSJ " " POGLN 
Coupon 3.00% 5.13% 1.88% " " 8.25% 

Maturity 2/15/2023 8/1/2022 9/6/2023 " " 7/3/2024 

Currency USD USD USD " " USD 

Amt Out (US$MM) 330  750  384  " " 125  

Maturity Type Convertible Bullet Convertible " " Convertible 

Rank Sr Unsecured Sr Unsecured Sr Unsecured " " Sr Unsecured 

Equity Ticker EDV CN AU US SSW SJ " " POG LN 

Share px @ 5/20/20 $23.64  $26.71  $2.23  " " $0.31  

Shares Outstanding 110  418  2,675  " " 3,310  

Market Cap (US$MM) 2,598  11,166  5,965  " " 1,032  

Preferred Shares and Other 95  32  90  " " 11  

Net Debt 536  1,748  1,322  " " 564  
TEV (US$MM) 3,229  12,946  7,377  " " 1,607  

* Sibanye-Stillwater bond and equity. Financials reflect standalone results of gold operations at subsidiary, Sibanye Gold Limited   
    Source: Equity information sourced from Bloomberg as of close May 20th 2020. 



Credit Valuation (continued): 

  
Endeavor Mining 

AngloGold 
Ashanti 

Sibanye-
Stillwater * 

Sibanye Gold 
Limited * Petropavlovsk 

 2019 2019 2019 2019 LTM 1H19 

Gold Produced ('000 oz) 651  2,862  933  933  446  

4E PGM Produced ('000s oz) - - 2,202  - - 

      

Revenue 886  3,525  5,043  1,299  534  

EBITDA 351  1,198  1,043  (65) 165  

EBITDA margin 40% 34% 21% -5% 31% 

Interest paid (33) (137) (111) n/a (67) 

Capex (233) (703) (533) (143) (112) 

Taxes paid (66) (228) (97) n/a (22) 

Free Cash Flow (before WK & finance lease obligations) 18  130  302  n/a (36) 

Working capital 8  (18) (43) n/a 39  

Finance and lease obligation (24) (42) (9) n/a (3) 

Free Cash Flow (before WK & finance lease obligations) 3  70  250  n/a 0  

      

Gross Debt 726  2,204  1,723  n/a 603  

Cash 190  456  401  " " 39  

Net Debt 536  1,748  1,322  " " 564  

      

LTM Gross Leverage 2.1x 1.8x 1.7x " " 3.7x 

LTM Net Leverage 1.5x 1.5x 1.3x " " 3.4x 

      
TEV/EBITDA 9.2x 10.8x 7.1x " " 9.7x 

      
2020 BBG Consensus:      
Revenue 1,172  4,097  6,256  " " 1,037  

EBITDA 565  1,916  2,423  " " 404  

EBITDA margin 48% 47% 39% " " 39% 

TEV/EBITDA 5.7x 6.8x 3.0x " " 4.0x 

      

2021 BBG Consensus:      

Revenue 1,294  4,306  7,108  " " 1,077  

EBITDA 654  2,229  2,935  " " 419  

EBITDA margin 51% 52% 41% " " 39% 

TEV/EBITDA 4.9x 5.8x 2.5x " " 3.8x 

* Sibanye-Stillwater bond and equity. Financials reflect standalone results of gold operations at subsidiary, Sibanye Gold Limited   
Source: Equity information sourced from Bloomberg as of close May 20th 2020. 

 

 

1Q20 Financial and Operating Results: 

• Production of 172 koz was in line with the lower end of FY20 guidance (1Q20 run rate: 688 koz) 

at an AISC of US$899/oz (+3% y/y, +10% q/q)  
o Production was split between Agbaou (16%), Ity CIL (35%), Karma (16%) and Houndé 

(33%) 



o The 42% y/y increase in production was driven by the ramp-up of operations at Ity CIL, 

while scheduled production decreases in Agbou results in an overall production decline of 

3% q/q 

o The y/y and sequential increase in AISC was driven by higher costs at Houndé and 

Agbaou, which were balanced by lower costs at Ity CIL, Karma and Corporate, and higher 

royalties 

• Average realized gold price for 1Q20 increased 24% y/y and 7% q/q to US$1,546 

• Revenue increased 78% y/y and 9% q/q to US$270 mm, primarily as a result of the newly 

commissioned Ity CIL operations, supported by higher gold prices 

• Adjusted EBITDA was US$129 mm, 215% higher y/y and 38% higher q/q, again due to new Ity 

CIL operations 

• EBITDA margins expanded to 48% 

• Free Cash Flow of US$53 mm remained positive for the third quarter in a row, benefitting from 

improved profitability and WK inflow, which balanced sequentially higher capex and interest 

payments  
o Interest payments were US$11 mm, up 81% q/q in line with the company’s interest 

payment schedule 

o Lease and finance obligations were 149% higher sequentially at US$9 mm, but remain a 

small part of the company’s cash outflow 

o Capex was 77% higher q/q at US$54 mm and includes US$17 mm, or ~40%, of the 

allocated US$40-45 mm in FY20 exploration capital spend  
 Sustaining mining capital spend of US$19 mm was notably higher q/q as a result 

of scheduled waste capitalization at Houndé (4Q19: US$6 mm, 1Q19: US$11 

mm)  

 Sustaining exploration capital spend of US$0 mm, flat q/q 

 Non-sustaining mining capital spend of US$18 mm decreased q/q at Karma and 

Houndé, balanced by an increased at Ity related to a tailings storage facility 

(“TSF”) raise (4Q19: US$20 mm, 1Q19: US$11 mm) 

 Non-sustaining exploration capital spend of US$15 mm increased substantially 

q/q due to heavier exploration drilling being carried out in 1H20 during the dry 

season (4Q19: US$2 mm, 1Q19: US$1 mm)  

 Growth project capital of US$2 mm was tied to the Kalana project and remained 

flat q/q (4Q19: US$2 mm, 1Q19: US$66 mm) (note 12) 

o Working capital, while contracted 86% q/q, remained positive at US$7 mm 

o Taxes decreased 39% q/q to US$9 mm 

• Cash and equivalents increased 88% q/q to US$357 mm on increased cash flow and the draw 

down of US$120 mm of the company’s RCF facility as part of its COVID-19 business continuity 

plan 

• Net Debt was US$477 mm, down 11% q/q, and LTM net leverage contracted to 1.1x 

 

 



EDVCN (US$MM) 1Q20 4Q19 3Q19 2Q19 1Q19 y/y q/q 

Production ('000 oz) 172 177 181 172 121 42% (3%) 

Agbaou 27 35 36 35 32 (16%) (23%) 

Ity 61 60 64 58 12 408% 2% 

Ity Heap Leach - - - - 3 - - 

Ity CIL 61 60 64 58 9 - 2% 

Karma 28 27 26 21 22 27% 4% 

Houndé 56 55 55 58 55 2% 2% 

          

All in sustaining Cost (US$/oz) 899 819 803 790 877 3% 10% 

Agbaou 951 846 767 788 784 21% 12% 

Ity 651 697 575 585 1,086 (40%) (7%) 

Ity Heap Leach - - - - 1,086 - - 

Ity CIL 651 697 575 585 n/a - - 

Karma 866 755 901 1,047 957 (10%) 15% 

Houndé 1,077 878 954 836 781 38% 23% 

Corporate G&A 30 19 33 30 50 (40%) 58% 

Sustaining Exploration - - - - - - - 

          

Revenue 270 248 267 219 151 78% 9% 

Adj. EBITDA 129 93 123 94 41 215% 38% 

Adj. EBITDA margin 48% 38% 46% 43% 27% 
2,077b

ps 
1,021b

ps 

          

Interest paid (11) (6) (10) (8) (9) 16% 81% 

Repayment of finance and lease obligation (9) (4) (5) (11) (3) 176% 149% 

Capex (54) (30) (33) (66) (103) (48%) 77% 

Working capital 7 47 (19) 5 (25) (127%) - 

Taxes paid (9) (14) (21) (30) (2) 412% (39%) 

Free Cash Flow 53 86 34 (16) (102) (152%) (38%) 

          

Gross Debt 834 726 735 731 703 19% 15% 
Current portion of finance lease 

obligations 29 29 22 32 30 (6%) (3%) 

Finance and lease obligations 49 57 76 77 78 (38%) (16%) 

Long-term debt 757 639 637 623 594 27% 18% 

Cash 357 190 120 78 84 325% 88% 

Net Debt 477 536 615 653 619 (23%) (11%) 

          

LQA Gross Leverage 1.6x 1.9x 1.5x 1.9x 4.3x (2.7x) (0.3x) 

LQA Net Leverage 0.9x 1.4x 1.3x 1.7x 3.8x (2.9x) (0.5x) 

          

LTM EBITDA 439  351  315  241  215  104% 25% 

          

LTM Gross Leverage 1.9x 2.1x 2.3x 3.0x 3.3x (1.4x) (0.2x) 

LTM Net Leverage 1.1x 1.5x 2.0x 2.7x 2.9x (1.8x) (0.4x) 

* Reflects continuing operations only        
 
 
 



FY20 Guidance: 

• Production: 680-740 koz, more heavily weighted in 2H20 with anticipated higher grade ore at 

Houndé 

• All In Sustaining Costs (“AISC”): US$845-895/oz, moving lower in 2H20 on increased production 

and reduced capex 

• Exploration Capital Spend:  A total of US$40-45 mm has been allocated to exploration capital for 

the year, with the majority expected to be utilized in 1H20 due to heavier exploration drilling 

being carried out during the dry season 

 

 
FY20 Company Guidance      

Production (koz)    

Agbaou 115 - 125 

Ity 235 - 255 

Karma 100 - 110 

Houndé 230 - 250 

Corporate G&A - - - 

Sustaining Exploration - - - 

Total 680 - 740 
AISC (US$)    

Agbaou 940 - 990 

Ity 630 - 675 

Karma 980 - 1,050 

Houndé 865 - 895 

Corporate G&A 30 - 30 

Sustaining Exploration 5 - 5 

Group 845 - 895 
Exploration Capital Spend Budget (US$MM)    

Agbaou 10 - 10 

Ity 65 - 67 

Karma 10 - 10 

Houndé 52 - 53 

Fetekro 29 - 30 

Kalana 10 - 10 

Other Greenfield 15 - 16 

Corporate G&A - - - 

Sustaining Exploration - - - 

Total 40 - 45 
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DISCLOSURE APPENDIX 
  
REGULATION AC - ANALYST CERTIFICATION 
  
We, Megan McDonald and Matias Castagnino, CFA, certify that all of the views expressed in this report accurately reflect our personal 
views about the subject securities and issuers. We also certify that no part of our compensation was, is, or will be, directly or indirectly, 
related to the specific recommendations or views expressed by us in this report. 
  
COMPANY SPECIFIC DISCLOSURES 

  
This report may not be independent of BCP’s propriety interests.  BCP does business, and seeks to do business, with companies covered 
in BCP research. As a result, investors should be aware that BCP may have a conflict of interest that could affect the objectivity of this 
report.  Further, BCP may trade the securities (or related derivatives) that are the subject of this research report for its own account 
and for certain customers, and may from time to maintain long or short positions in the securities (or in related derivatives) of the 
companies mentioned in this report.  Such financial and trading interests may be contrary to any recommendation in the report.   
  
BCP’s salespeople, traders and other professionals may provide oral or written market commentary or trading strategies to our clients 
and our proprietary trading desks that reflect opinions that are contrary to the opinions expressed in this research.   
  
MEANINGS OF RATINGS 
  
Top Picks Universe 
“Market Outperform” – The bond’s total return is expected to exceed the total return of the J.P. Morgan Corporate Emerging Markets 
Bond Index series (“CEMBI”) Broad Diversified High-Yield Index over the next 3 – 6 months. 
  
“Market Perform” – The bond’s total return is expected to be in line with the total return of the CEMBI Broad Diversified High-Yield 
Index over the next 3 – 6 months. 
  
“Market Underperform” – The bond’s total return is expected to be below the total return of the CEMBI Broad Diversified High-Yield 
Index over the next 3 – 6 months. 
  
“Not Rated” or no comment – Currently, the analyst does not have adequate conviction about the bond’s total return relative to the 
CEMBI Broad Diversified High-Yield Index over the next 3 – 6 months. 
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Quasi Sovereign Universe 
“Market Overweight” – The spread of the bond to its similarly duration sovereign controller bond is expected to decrease over the next 
3 – 6 months. 
  
“Market Weight” – The spread of the bond to its similarly duration sovereign controller bond is expected to remain unchanged over the 
next 3 – 6 months. 
  
“Market Underweight” – The spread of the bond to its similarly duration sovereign controller bond is expected to increase over the next 
3 – 6 months. 
  
“Not Rated” or no comment – Currently, the analyst does not have adequate conviction about the bond’s spread to its similarly duration 
sovereign controller bond over the next 3 – 6 months. 

  
High Octane Universe 
“Speculative Buy” – Bonds that in our view have an equity investment risk profile and we think risk/return is significantly skewed to 
the upside  
 
“Positive” – Bonds that in our view have an equity investment risk profile and we think risk/return is skewed to the upside  
 
“Neutral” – Bonds that in our view have an equity investment risk profile and we think risk/return is balanced 
 
“Negative” – Bonds that in our view have an equity investment risk profile and we think risk/return is skewed to the downside 
 
“Speculative Sell” – Bonds that in our view have an equity investment risk profile and we think risk/return is significantly skewed to 
the downside 
 
GENERAL RESEARCH DISCLOSURES AND DISCLAIMERS 
  
This report is intended only for institutional investors, and should not be redistributed to retail investors.  BCP research is not a 
solicitation or offer to buy or sell any security or financial instrument or to participate in any trading strategy.  The products mentioned 
in this report may not be eligible for sale in some states or countries. 
  
The analysts principally responsible for the preparation of BCP research receive compensation based upon various factors, including 
quality, accuracy and value of research, firm profitability or revenues (including overall investment banking revenues), client feedback 
and competitive factors.  The compensation of BCP analysts is not linked to specific investment banking or capital markets transactions 
by BCP.  Analysts employed by non-U.S. affiliates may not be registered with FINRA, may not be associated persons of BCP, and may 
not be subject to FINRA regulations regarding research related activities.   
  
BCP research is based on public information.  BCP makes every effort to use reliable, comprehensive information, but makes no 
representation that the information is accurate or complete.  Facts and views presented in BCP research have not been reviewed by, 
and may not reflect information known to, professionals in other BCP business areas, including investment banking personnel.  BCP 
analysts may interact with sales and trading desk personnel in connection with their research, including to ascertain pricing and liquidity 
in the fixed income markets. 
  
This report has been prepared independently of any issuer of securities mentioned herein and not in connection with any proposed 
offering of securities or as agent of any issuer of any securities.  BCP has no authority to make any representation or warranty on behalf 
of the issuers.  BCP policy prohibits research personnel from disclosing a recommendation, investment rating, or investment thesis for 
review by an issuer prior to the publication of a research report containing such rating, recommendation or investment thesis.   
  
BCP may update its research reports and ratings as it deems appropriate, but has no obligation to do so.  BCP has no obligation to 
inform clients of any changes in facts, assumptions, opinions, estimates, or ratings.  Certain outstanding reports may contain 
discussions and/or investment options relating to securities, financial instruments and/or issuers that are no longer current.  Neither 
BCP nor any officer or employee of BCP accepts any liability whatsoever for any direct, indirect or consequently damages or losses 
arising from any use of this report or its contents. 
  
BCP research and ratings should not be used or relied upon as investment advice.  BCP research does not provide individually tailored 
investment advice.  BCP research has been prepared without regard to the circumstances and objectives of those who receive it.  BCP 
recommends that investors independently evaluate particular investments and strategies, and encourages investors to seek the advice 
of a financial adviser.  Investors should consider this report as only a single factor in making their investment decisions.  The 
appropriateness of an investment or strategy will depend on an investor’s circumstances and objectives.  The securities, instruments, 
or strategies discussed in BCP research may not be suitable for all investors, and certain investors may not be eligible to purchase or 
participate in some or all of them.  Securities discussed in this report may be rated below investment grade and should therefore only 
be considered for inclusion in accounts qualified for speculative investment. 
  
The value of and income from your investments may vary because of changes in interest rates, foreign exchange rates, default rates, 
prepayment rates, prices, market indexes, operational or financial conditions of companies or other factors.  Past performance is not 



necessarily a guide to future performance.  Estimates of future performance are based on assumptions that may not be 
realized.  Investors may experience a loss of their original capital investment in such securities. 
  
International investing entails greater risk, as well as greater potential rewards compared to U.S. investing. These risks include political 
and economic uncertainties of foreign countries as well as the risk of currency fluctuations. These risks are magnified in countries with 
emerging markets, since these countries may have relatively unstable governments and less established markets and economies. 
  
Bonds are subject to interest rate risk. When interest rates rise, bond prices fall; generally the longer a bond's maturity, the more 
sensitive it is to this risk. Bonds may also be subject to call risk, which is the risk that the issuer will redeem the debt at its option, 
fully or partially, before the scheduled maturity date. The market value of debt instruments may fluctuate, and proceeds from sales 
prior to maturity may be more or less than the amount originally invested or the maturity value due to changes in market conditions or 
changes in the credit quality of the issuer. Bonds are subject to the credit risk of the issuer. This is the risk that the issuer might be 
unable to make interest and/or principal payments on a timely basis. Bonds are also subject to reinvestment risk, which is the risk that 
principal and/or interest payments from a given investment may be reinvested at a lower interest rate.  Bonds rated below investment 
grade may have speculative characteristics and present significant risks beyond those of other securities, including greater credit risk 
and price volatility in the secondary market.  
  
INTERNATIONAL DISCLOSURES 
  
Singapore: This report is distributed in Singapore by BCP Securities Asia Pte Ltd to accredited investors, expert investors or institutional 
investors only (as defined in the applicable Singapore laws and regulations and is not intended to be distributed directly or indirectly 
to any other class of person). Recipients of this report in Singapore are to contact BCP Securities Asia Pte Ltd in respect of any matters 
arising from, or in connection with, this report. BCP Securities Asia Pte Ltd is registered with the Accounting and Corporate Regulatory 
Authority. 
  
Spain: The report is distributed in Spain by  BCP European Agencia de Valores, S.A., supervised by the Spanish Securities Markets 
Commission (CNMV), and is written and distributed in accordance with rules of conduct for financial research under Spanish 
regulations.  This report is only intended for persons who are Eligible Counterparties or Professional Clients within the meaning of 
Article 78bis and Article 78ter of the Spanish Securities Market Act.  It is not intended to be distributed or passed on, directly or 
indirectly, to any other class of persons. There is no obligation to register or file any report and any supplemental documentation or 
information with the CNMV. Neither verification nor authorization or compliance revision by the CNMV regarding this document and 
related documentation or information needs to be fulfilled in accordance with the Spanish Securities Market Act. 
  
Brazil: This report is distributed in Brazil by BCP Securities Brazil (RJ) in accordance with applicable regulations.  No approval is 
required for publication or distribution of this report in Brazil.  The views expressed above accurately reflect personal views of the 
authors about the subject companies and their securities. The compensation of the equity research analyst(s) is indirectly affected by 
revenues deriving from the business and financial transactions of BCP.  Where a Brazil based analyst has taken part in the preparation 
of this research report, the Brazil based analyst whose name appears first assumes primary responsibility for its content from a Brazilian 
regulatory perspective and for its compliance with CVM Instruction 483. 
  
COPYRIGHT AND USER AGREEMENT 
  
Copyright 2020 BCP Securities, LLC.  All rights reserved.  This research report is prepared for the use of BCP clients and may not be 
redistributed, retransmitted or disclosed, in whole or in party, or in any form or manner, without the express written consent of 
BCP.  Any unauthorized use or disclosure is prohibited.  Receipt and review of this research report constitutes your agreement not to 
redistribute, retransmit, or disclose to others the contents, opinions, conclusions, or information contained in this report (including 
any investment recommendations, estimates or price targets) without first obtaining expressed permission from an authorized officer 
of BCP 
 
 
 


