
 

 07 February 2020 
Ticker: SMF CN Net cash 4Q19: US$5m Project: Boungou, Mana, Bantou 
Market cap: C$1.02bn Price: C$3.06/sh Country: Burkina Faso 
RECOMMENDATION (UNC): BUY TARGET PRICE (DOWN): C$4.50/sh RISK RATING: MEDIUM 

Ordinarily security issues in Africa rarely affect production, or even medium-term share price. Semafo 
was potentially the exception as investors digested the implication of 4Q19 incidents, with potential for a 
longer-term shutdown. As such, it is pleasing to see a restart of stockpile processing at Boungou. This, 
combined with a strengthened gold price and strong outperformance at Mana with maiden underground 
ore, has lifted our NAV from US$1.2bn to US$1.35m. This remains dependent on securing a mining 
contractor and safe supply-chain to restart mining at Boungou by year-end. While the security incidents 
derailed our 3Q upgrade, we think the worst of the uncertainty is now behind Semafo.  We expect a flat 
QoQ to 1Q20, with rising costs. With the Boungou restart, the endorsement of reducing uncertainty 
around security, and the reinforcement of the balance sheet, we retain our BUY rating. However, despite 
the increased NAV, we lower our target multiple from 1.0xNAV7%-1350 C$4.80/sh to 0.8xNAV7%-1400 
C$4.50/sh. 

Poor 4Q Boungou offset by stellar performance at Mana, staged restart now scheduled 
Semafo has reported preliminary production and costs for 4Q19, and CY20 guidance. Group production 
was slightly up QoQ, but 19% behind our pre-Boungou shutdown estimates, with cash costs similarly up 
7% QoQ but 17% behind our forecast. Mana outperformed, with production up 240%, and AISC down 
36% to US$914/oz, both well ahead of our forecast. The Mana underground was a key contributor here 
with 100kt @ 3.5g/t mine against our nil forecast. Boungou was unsurprisingly disappointing, with 
production 55% down QoQ and 60% behind our forecast, with a small drop in cash costs for the quarter. 
CY20 guidance at Mana is 195koz @ 1,085/oz AISC. At Boungou, processing of the 1Mt 3.4g/t stockpile 
has started, with the aim of recommencing hard-rock mining in 4Q20for CY20 guidance of 140koz @ 
US$700/oz AISC. This is dependent on obtaining a contractor.  Bantou drilling has restarted, and Semafo 
remains committed to its 2.5-3Moz resource target by year-end, with an interim maiden resource 
scheduled for early March. 

Figure 1 Operations against prior quarter and SCP estimates 

 
        Source: Company data, SCP estimates 

 
Full financials were not released, although cash of US$98m was reported for quarter end. Below we 
show our old and new financial forecasts. Including SCPe debt of US$92m (including US$33m finance 
leases); this leaves Semafo net cash positive.  
 

Operations 3Q19A SCPe Actual QoQ vs. SCPe
Group gold produced (koz) 68.8 86.5 69.9 2% -19%

Group AISC (US$/oz) 707 642 753 7% 17%
Mana ore milled (000t) 347 450 455 31% 1%
Mana head grade (g/t) 1.39 1.72 3.17 128% 84%

Mana recovery (%) 85% 87% 97% 14% 11%
Mana production (000oz) 13.2 21.7 45.0 241% 108%

Mana AISC (US$/oz) 1,434 1,322 914 -36% -31%
Boungou ore milled (000t) 288 300 120 -58% -60%
Boungou head grade (g/t) 6.25 7.00 6.72 8% -4%

Boungou recovery (%) 96% 96% 96% 0% -0%
Boungou production (koz) 55.6 64.8 24.9 -55% -62%

4Q19
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Figure 2 Financials against prior quarter and SCP estimates 

 
Our view 
Mana has surprised positively with 100kt from the Siou underground ahead of our forecast 1Q20 start 
up. While not precisely in line with our forecast, the higher grades from the underground resulted in an 
excellent QoQ performance. Boungou was of course a poor performer given the previously announced 
shut down. CY20 guidance at Mana of 195koz @ 1,085/oz AISC remains very close to the 213koz @ 
US$1,079/oz proposed two years ago in the company’s five-year plan, with slightly lower throughput 
and grade. Boungo’s staged-start has resulted in a drop in guidance from 226koz @ US$405/oz from the 
prior five-year plan, to a revised 140koz @ US$700/oz AISC reflecting the shut down.  
Stepping away from the numbers, we see the immediate restart as a positive reflection on the security 
situation in the country. Further, we forecast close to ~US$100m FCF from Boungou this year, assuming 
4Q20 mining restart and stable working capital. This puts the balance sheet in a healthy state, and in our 
view means the company is unlikely to require equity to cover its ~US$74m Macquarie debt. 

Valuation 

We update our model extensively to reflect the shut-down, and revised guidance. Overall the deferral of 
FCF from Boungou (ie net flat on rolling model forward), and the strong quarter from Mana, lift our NAV 
from US$1,205m to US$1,290m. Increasing our gold price from US$1,350/oz to LT US$1400/oz 
(dropping from spot over two years) takes this to US$1,348m or C$5.40/sh. This includes US$120m / 
C$0.48/sh for the 2.4Moz resources outside reserves. Future reserve growth will come from Bantou; this 
ties in well with Semafo’s reaffirmation this week of its targeted 2.5-3.0Moz resource by year-end 2020. 

Recommendation: Maintain BUY rating, lower PT from C$4.80/sh to C$4.50/sh 

Last quarter we upgraded Semafo from a HOLD to BUY based on a share price reflecting backward 
looking downside at Mana vs. forward looking upside from recovering operations. While that proved to 
be the case at Mana, the security incident shortly after our upgrade derailed our thesis. However, the 
company is in a similar situation now – bad news is, hopefully, now in the rear view mirror, with positive 
catalysts ahead. With the balance sheet / minimum cash now safely in hand from the stockpile 
processingwe maintain our BUY rating, but lower our PT from C$4.80/sh to C$4.50/sh reflecting the 
down grade from 1.0xNAV7%-1400 to 0.8xNAV7%-1400 Looking forward, any resumption of mining would be 
positive at Boungou. Bantou should not be ignored given the targeted 2.5-3.0Moz resource this year. 
Our US$120m valuation for Bantou compares to ~US$575m for each of Mana and Boungou, a sign of the 
future.  

  
Financials 3Q19A SCP old SCP new QoQ vs. OLD

Revenue (US$m) 100.3 130.1 104.1 4% -20%
Cash flow from ops. (US$m)* 49.5 82.0 51.9 5% -37%

EBITDA (US$m) 54.9 83.2 58.3 6% -30%
Attr. profit (US$m) 8.9 37.7 25.3 184% -33%

EPS (USc/sh) 2.7 11.3 7.6 184% -33%
Change in net cash (US$m) 5.8 41.3 14.0 -142% 66%

Net cash at end (US$m)^ (8.6) 32.7 5.4 163% 83%
Source: SCP estimates, *before working capital, ^including finance leases
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Table 1. SOTP valuation, sensitivities, and production and cost forecast 

  
Source: SCP estimates 

Figure 3. 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$800/oz group AISC 
2. Mana’s UG to drive costs down and FCF up, 19% FCF yield in CY21 onward 
3. Bantou 2.5-3.0Moz exploration target points to substantial mine 
4. Bantou maiden resoruce in 1Q20 builds on postive QoQ production catalysts 

Catalysts 

1. March 2020: Maiden combined resource for Bantou 
2. 4Q20: Boungou mining restart including new contractor 
3. 1Q20: Mana UG hits full production 
4. 4Q20: Bantou 2.5-3.0Moz exploration target  

 
 

Group-level SOTP valuation 4Q19 1Q20
US$m O/ship NAVx C$/sh

Mana NPV 1Q20 547 90% 0.8x 1.76
Boungou NPV 1Q20 596 90% 0.8x 1.92
Central SG&A & fin costs 1Q20 (73) -            0.8x (0.23)
Bantou ($50/oz) 120 100% 0.8x 0.39
Cash and restr. cash 4Q19 98 -            1.0x 0.39
Debt 4Q19 59 -            1.0x 0.24
1xNAV7% US$1400/oz 1,348 4.50
1xNAV sensit ivity to gold price and discount / NAV multiple

1xNAV asset (US$m) $1200oz $1300oz $1400oz $1500oz $1600oz

9% discount 1,091 1,205 1,302 1,409 1,515

7% discount 1,126 1,245 1,348 1,460 1,571

5% discount 1,164 1,290 1,398 1,516 1,633

Valuation (C$/sh) $1200oz $1300oz $1400oz $1500oz $1600oz

0.8xNAV 3.70 4.10 4.50 4.80 5.20

1.0xNAV 4.50 5.00 5.40 5.90 6.30

1.2xNAV 5.30 5.90 6.40 6.90 7.50

Production (100%) CY18A CY19E CY20E CY21E CY22E

Mana (000oz) 181 136 200 224 228

Mana cash cost (US$/oz) 786 761 847 781 723

Mana AISC (US$/oz) 1,056 1,084 1,197 1,023 888

Boungou (000oz) 64 205 131 201 186

Boungou cash cost (US$/oz) 403 369 571 382 553

Boungou AISC (US$/oz) 597 498 676 607 667

Group (000oz) 245 341 331 426 414

Group cash cost (US$/oz) 698 527 738 592 647

Group AISC (US$/oz) 950 736 990 826 789

C1 = opex (excl. G&A) + royalties; AISC = C1 + sust capex + capitalized stripping
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Ticker:          SMF CN Price / mkt cap: 4.12/sh, C$1361m C$3.10/sh Market P/NAV: 0.92x Assets: Mana & Boungou

Analyst:        Brock Salier Rec / PT: BUY, C$4.5/sh 1xNAV2 Q1 9 FD: Country: Burkina Faso

Group-level SOTP valuation 4Q19 1Q20 Resource / Reserve Mt 000oz EV/oz
US$m O/ship NAVx C$/sh Measured, ind. & inf. 2.46 5,594 154

Mana NPV 1Q20 547 90% 0.8x 1.76 Proven & probable 3.37 3,189 271
Boungou NPV 1Q20 596 90% 0.8x 1.92 Commodity price CY18A CY19E CY20E CY21E CY22E
Central SG&A & fin costs 1Q20 (73) -            0.8x (0.23) Gold price (US$/oz) 1,269 1,394 1,524 1,400 1,400
Bantou ($50/oz) 120 100% 0.8x 0.39 Share data
Cash and restr. cash 4Q19 98 -            1.0x 0.39 Basic shares (m): 330.3 FD + options (m): 331.8 EV 1Q: US$864m
Debt 4Q19 59 -            1.0x 0.24 Ratio analysis CY18A CY19E CY20E CY21E CY22E
1xNAV7% US$1400/oz 1,348 4.50 FD shares out (m) 327.1 331.8 331.8 331.8 331.8
1xNAV sensit ivity to gold price and discount / NAV multiple EPS (US$/sh) (0.024) 0.20 0.28 0.37 0.21

1xNAV asset (US$m) $1200oz $1300oz $1400oz $1500oz $1600oz CFPS before w/c (US$/sh) (0.28) 0.26 0.43 0.62 0.60

9% discount 1,091 1,205 1,302 1,409 1,515 EV (US$m) 1,070 1,040 911 705 501

7% discount 1,126 1,245 1,348 1,460 1,571 FCF yield  (%) -             7% 13% 19% 19%

5% discount 1,164 1,290 1,398 1,516 1,633 PER (x) -             15.2x 11.0x 8.5x 15.0x

Valuation (C$/sh) $1200oz $1300oz $1400oz $1500oz $1600oz P/CF (x) -             11.9x 7.2x 5.0x 5.2x

0.8xNAV 3.70 4.10 4.50 4.80 5.20 EV/EBITDA (x) 9.4x 3.9x 3.8x 1.9x 1.5x

1.0xNAV 4.50 5.00 5.40 5.90 6.30 Income statement CY18A CY19E CY20E CY21E

1.2xNAV 5.30 5.90 6.40 6.90 7.50 Revenue (US$m) 297 478 511 640 580

Valuation over t ime 1Q20E 1Q21E 1Q22E 1Q23E 1Q24E COGS (US$m) (164) (187) (244) (252) (268)

Mines NPV (US$m) 1,263 1,189 1,038 915 120 Gross profit  (US$m) 132 291 267 387 312

Cntrl G&A & fin costs (US$m) (73) (60) (50) (44) -            Expenses (US$m) (122) (155) (138) (191) (200)

Net cash at 1Q (US$m) (33) 27 210 420 632 Net finance costs (US$m) (5.1) (10.2) (6.0) (2.6) (0.3)

1xNAV (US$m) 1,157 1,157 1,199 1,291 752 Tax (US$m) (12.1) (46.6) (16.5) (57.4) (33.8)

P/NAV (x): 0.89x 0.89x 0.86x 0.79x 1.36x Minority interest (US$m) (0.9) (11.9) (12.8) (15.5) (9.4)

1xNAV share px FD (C$/sh) 4.65 4.65 4.82 5.19 3.02 Net income attr. (US$m) (7.7) 67.5 93.5 121.2 68.4

ROI to equity holder (% pa) 13% 13% 8% 8% -7% Cash flow CY18A CY19E CY20E CY21E

1.2xNAV share px FD (C$/sh) 5.58 5.58 5.78 6.22 3.63 Profit/(loss) after tax (US$m) (7) 79 106 137 78

ROI to equity holder (% pa) 35% 35% 18% 15% -3% Add non-cash items (US$m) 117 175 119 170 180

Guidance Prod'n AISC Sust cap Strip Expl'n Less wkg cap / other (US$m) (2) (37) (13.7) 0.5 5.5

CY20 000oz US$/oz US$m US$m US$m Cash flow ops (US$m) 108 218 211 308 263

Mana 185-205 1050-1120 20.0 50.0 2.0 PP&E (US$m) (188) (137) (89) (102) (59)

Boungou 130-150 680-725 3.0 7.0 1.0 Other (US$m) (15) (32) 7 -             -             

Group incl. explo 315-355 895-960 23.0 57.0 7.0 Cash flow inv. (US$m) (203) (169) (82) (102) (59)

Production (100%) CY18A CY19E CY20E CY21E CY22E Debt draw (repayment) (US$m (5.8) (72) (73) (14) (6)

Mana (000oz) 181 136 200 224 228 Finance costs (US$m) -             -             -             -             -             

Mana cash cost (US$/oz) 786 761 847 781 723 Other (US$m) 0.9 2.3 -             -             -             

Mana AISC (US$/oz) 1,056 1,084 1,197 1,023 888 Cash flow fin. (US$m) (4.9) (70) (73) (14) (6)

Boungou (000oz) 64 205 131 201 186 Net change post forex (US$m) (102) (23) 57 192 198

Boungou cash cost (US$/oz) 403 369 571 382 553 Balance sheet CY18A CY19E CY20E CY21E

Boungou AISC (US$/oz) 597 498 676 607 667 Cash (US$m) 97 73 130 322 520

Group (000oz) 245 341 331 426 414 Accounts receivable (US$m) 29 49 54 56 51

Group cash cost (US$/oz) 698 527 738 592 647 Inventories (US$m) 83 94 110 99 107

Group AISC (US$/oz) 950 736 990 826 789 PPE & exploration (US$m) 782 875 844 781 666

C1 = opex (excl. G&A) + royalties; AISC = C1 + sust capex + capitalized stripping Other (US$m) 43 38 38 38 38

Total assets (US$m) 1,034 1,130 1,176 1,296 1,381

Debt (US$m) 146 93 20 6 -             

Other liabilities (US$m) 136 171 178 169 177

Shareholders equity (US$m) 624 648 654 659 665

Retained earnings (US$m) 110 178 272 393 461

Minority int. & other (US$m) 20 40 52 68 77

Liabilit ies+equity (US$m) 1,034 1,130 1,176 1,296 1,381

Source: SCP estimates
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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 
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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 (“Sprott”) 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. Sprott and PillarFour consider this note to be an acceptable minor non-monetary benefit as defined by the FCA which 
may be received without charge. This is because the content is either considered to be commissioned by Sprott’s clients as part of their 
advisory services to them or is short term market commentary. 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. 

IMPORTANT DISCLOSURES FOR U.S. PERSONS 

This research report was prepared by Sprott Capital Partners LP (“SCP”), a company authorized to engage in securities activities in Canada. SCP 
is not a registered broker/dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of research reports 
and the independence of research analysts. This research report is provided for distribution to “major U.S. institutional investors” in reliance on 
the exemption from registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”). Any U.S. 
recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on the 
information provided in this research report should do so only through Sprott Global Resource Investments Ltd. (“SGRIL”), a broker dealer in 
the United States registered with the Securities Exchange Commission (“SEC”), the Financial Industry Authority (“FINRA”), and a member of the 
Securities Investor Protection Corporation (“SIPC”). Under no circumstances should any recipient of this research report effect any transaction 
to buy or sell securities or related financial instruments through SCP. 
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SGRIL accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is delivered to a 
U.S. person other than a major U.S. institutional investor. The analyst whose name appears in this research report is not licensed, registered, or 
qualified as a research analyst with FINRA and may not be an associated person of SGRIL and, therefore, may not be subject to applicable 
restrictions under FINRA Rule 2241 regarding communications by a research analyst with a subject company, public appearances by the 
research analyst, and trading securities held by a research analyst account. To make further inquiries related to this report, United States 
residents should contact their SGRIL representative. 

Analyst Certification/Regulation AC 
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related to the specific recommendations or views expressed in this research report. 
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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 
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