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Which gold miner is well positioned for 2014…continued? 

Last week, I presented a snapshot of the status / performance of the major gold miners. Our analysis showed 
that Yamana Gold and Eldorado Gold clearly seem to have an edge over the others.  Although we looked at 
several metrics in the study, we believe companies with high margins (or low production costs), and clean 
balance sheets should outperform the rest. 

As mentioned last week, gold is my favorite commodity of the year, and I expect it to outperform most of the 
other commodities.  Please review last week’s article to see my rationale. This week, I decided to take a look at 
the mid-tier producers. I define mid-tier as companies with Enterprise Values between $1bn and $5bn.  

The table below lists companies based on their enterprise values (“EV”).  

Visit FRC at the 2014 World Resource 
Investment Conference in Vancouver.  
Presentation by Sid Rajeev at 2PM on 
January 20. 
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Market 
Cap ($,M)

Enterprise 
Value 
($,M)

LTM 
Revenues 

($,M)

3 year Rev 
Growth

Gross 
Margins

Profit 
Margins

Consensus 
2014 Rev 
Growth 
(YOY)

New Gold, Inc. TSX:NGD $2,643 $3,083 $832 21% 53% 23% 5.1%

Osisko Mining Corporation TSX:OSK $2,074 $2,263 $624  N/A 43% -68% 11.4%

IAMGOLD Corp. TSX:IMG $1,322 $1,670 $1,515 18% 34% 6% 2.2%

B2Gold Corp. TSX: BTO $1,423 $1,466 $477 78% 44% 11% 0.6%

China Gold International Resources Corp Ltd TSX:CGG $1,010 $1,336 $328 40% 38% 21% 60.9%

Regis Resources Limited ASX: RRL $1,292 $1,237 $374 N/A 50% 35% 14.4%

Alamos Gold TSX: AGI $1,554 $1,117 $335 23% 57% 24% -12.6%

African Barrick Gold plc LSE:ABG $1,263 $1,033 $1,009 4% 21% -72% -3.6%

AuRico Gold Inc. TSX:AUQ $965 $996 $240 1% 50% -39% 24.4%

Average 26% 43% -7% 11.4%  

Source: Capital IQ and FRC 

As shown in the table above, Alamos Gold, New Gold, AuRico Gold and Regis Resources have much higher 
gross margins (50%+) compared to their peers. The peer average gross margin is 43%. B2Gold, China Gold, 
and Almos had the highest three-year average revenue growth. China Gold is also expected to have the highest 
consensus revenue growth of 61% YOY in 2014 (Source: Capital IQ).  

The table below shows the key balance sheet ratios. The good sign is that none of the companies are highly 
leveraged. Alamos has no debt, and has $437 million in cash (28% of market capitalization) – which, I believe, 
makes them the strongest. IAMGOLD announced in December 2013, that they will be suspending dividends until 
further notice. This, we believe, was a very pragmatic move considering their margins are lower than the peer 
average. However, their strong cash position is definitely a plus.  

Debt / 
Cap

LT 
Debt/Cap

 Current 
Ratio 

 EBIT/Int. Dividend 
(%)

CAPEX 
2012 YOY

CAPEX 
2013 YOY

Cash ($,M) Cash as a % of 
Market Cap

New Gold, Inc. 22% 22%           6.10             4.4  N/A 26.2% -43.3% $429 16.2%

Osisko Mining Corporation 16% 12%           1.40  N/A  N/A -35.9% -30.1% $112 5.4%

IAMGOLD Corp. 15% 15%           3.30           12.5  N/A 76.8% 22.3% $369 27.9%

B2Gold Corp. 17% 16%           5.00           42.0 N/A 49.3% 153.9% $284 19.9%

China Gold International Resources Corp Ltd 22% 13%           0.60             9.3  N/A 202.0% 671.4% $97 9.6%

Regis Resources Limited 0%  N/A           2.40         117.3 7.4% 151.9% 11.4% $55 4.3%

Alamos Gold 0% 0%         11.70  N/A 1.6% -25.5% -22.4% $437 28.1%

African Barrick Gold plc 4%  N/A  N/A  N/A 5.3% 14.4%  N/A $321 25.4%

AuRico Gold Inc. 8% 8%           2.70           18.1 4.1% 242.7% -36.3% $140 14.5%

Average 12% 12%          4.15 5% 78.0% 90.9% 16.8%  

Source: Capital IQ and FRC 
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Moving on to valuations – IAMGOLD shares have suffered the most with a 65% YOY drop. The average YOY 
drop was 40%. With regard to the valuation metrics, the EV to Revenue ratios of most companies are between 
3x and 4x. The EV to EBITDA ratios are mostly between 5x and 10x. 

Stock  
Price 

(YOY)
EV/Revenues EV/EBITDA

New Gold, Inc. -47% 3.7 9.2

Osisko Mining Corporation -34% 3.6 10.0

IAMGOLD Corp. -65% 1.1 3.1

B2Gold Corp. -40% 3.1 9.1

China Gold International Resources Corp Ltd -23% 4.1 9.7

Regis Resources Limited -37% 3.3 5.6

Alamos Gold -21% 3.3 5.5

African Barrick Gold plc -48% 1.0 3.3

AuRico Gold Inc. -48% 4.1 9.5

Average -40%                         3.0                    7.2  

Source: Capital IQ and FRC 

Based on all the above, Alamos Gold looks much healthier and attractive than its peers based on their 
high margins, zero debt, and strong cash position. Alamos also pays out dividends. Although Alamos’ 
valuation metrics (EV/ Revenues and EV/EBITDA) are in line with the peer average, I believe they should be 
trading higher than the average. Also, I expect the peer average ratios to move up this year with gold prices. 
 

 
 
Daniel Iwata, BA, Dip. Fin. Mgmt. 
Equity Research Associate 
 
Opportunity in rapidly growing mobile advertising 
 
The pervasiveness of mobile phones has led to rapid expansion in mobile advertising.  We feel that investment in 
mobile advertisers offers investors exposure to this growing industry.   
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Mobile marketing over the last two years has shown immense growth.  According to the Interactive Advertising 
Bureau (IAB), internet advertising has had a CAGR of 20% over the last 10 years. A majority of the market is 
dominated by search advertising revenue and display/banner ads.  However, over the last 3 years, mobile has 
been rapidly taking a share of internet advertising dollars.  In the first half of 2013, mobile advertising is up over 
145% over the same period a year earlier.  2012 also showed significant growth over 2011.  Shown below is the 
percent of total revenue for each advertising source.    

 
Mobile is expected to continue its strong growth with IAB noting that 74% of more than 300 marketing 
executives surveyed expected to increase mobile ad spending.  Shown below is the estimated change in total 
advertising by medium by ZenithOptimedia a leading marketing firm.     
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We feel an interesting company that offers direct exposure to mobile advertising is EQ Inc. (TSX: EQ).  EQ 
specializes in targeted mobile advertising, data analytics and customer acquisition strategies.  The company was 
formerly known as Cyberplex Inc, and operate as an online-publishing, customer acquisition, and web-based 
advertising company.  The company underwent restructuring in 2013, changing their name to EQ and 
transitioning to a mobile focused strategy.   
 
The company currently trades at a market cap of $7.6 million.  As of Q3-2013 (period ended September 30, 
2013), the company had cash and equivalents of $3.5 million; in addition, they had accounts receivables of $1.4 
million.  Total shareholder equity was $5.2 million.  The company has had a net loss over the last 3 quarters.  
However, we feel that management is in a transition period, and are  concentrating on positioning the company 
for growth in the future.  This includes expanding their mobile advertising team. The financials show decreasing 
expenses and improving cash management.    Revenue was just over $1.9 million in Q2 and Q3. 
   
We feel that their cash flow is healthy, and they have adequate cash to continue their operations and complete 
their restructuring. Investors should be cautious of the low trading volume.  I think EQ is positioning itself for 
growth in a rapidly expanding market and would continue to follow their story.    
    
 

 
 
Pooneh Ruintan, MEcon.  Msc.  Finance 
Equity Research Associate   
 

Update on Real Estate  

The Canada Mortgage and Housing Corporation (CMHC) recently released its Q4-2013 outlook on the Housing 
Market in Canada, in which it updated its forecasts for major housing market indicators (housings starts, sales 
and average resale prices). These are presented in the table below.  
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Source: CMHC 

Housing starts have remained almost stable since CMHC’s last forecast in April 2013, at 185,000, and is 
expected to continue this trend until the first half of 2014. However, at the second half of the next year, housing 
starts are forecast to moderate at 184,700. Single housing starts will have the largest share in this growth through 
2014.  Western Canada is gaining a larger share of new home construction due to a supportive economic 
environment. Alberta will continue to lead the country, experiencing overall resale activity and house price 
growth above the national average. 
 
Similarly, home sales are expected to slightly increase in 2014, after a decrease in 2013, reaching 468,200 from 
456,700. The average MLS price was $378,000 in 2013, and is expected to be $385,200 in 2014; or 4% growth 
in 2013, and about 1.9% growth in 2014.  
 
Table below shows some economic forecasts: 

Economic 
Forecast 

2013 2014(F)

GDP Growth 1.70% 2.30%
Employment 
Growth 1.40% 1.40%

Immigration 269,500 260,650
Mortgage Rate 
One-Year 3-3.50% 3.25-3.75%

Mortgage Rate 
Five-Year 3.25-3.75% 5.25-6%  

Source: CMHC 

The forecast for Canadian GDP growth in 2013, has been revised downward from 2.4% to 2.3%, from CMHC’s 
third quarter Housing Market Outlook. Canada’s economy is expected to be supported by a shift in demand 
toward exports and business investment.  Moreover, the anticipated employment growth is expected to increase 
household income and household formation, which in turn, supports the housing market. Total net migration in 
2013 was at the highest level in recent history, well above the 10-year average of about 238,500 people. New 
migrants typically enter the rental market before moving to homeownership, and are expected to be supportive of 
demand for rental apartments/condominium units. The average rental apartment vacancy rate in Canada’s 35 
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major centres is expected to increase from 2.5% in October 2013, to 2.6% in October 2014, which in turn 
supports multiple-unit housing construction. 
 
Mortgage rates have been slightly revised up in the third quarter of 2013. Nevertheless, this interest rate outlook 
will continue to be supportive of housing, as it remains low by historical standards. 
  
It is expected that over the forecast period, Newfoundland, Alberta, Saskatchewan, and Manitoba, will 
experience the highest price increase (7%-9%), and prices in New Brunswick will decrease marginally (1%). 
 

 

Source: CMHC 
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Disclaimers and Disclosure 
The opinions expressed in this report are the true opinions of the analyst(s) about any companies and industries mentioned.   Any “forward looking statements” are our 
best estimates and opinions  based upon information that is publicly available and that we believe to be correct, but we have not independently verified with respect to 
truth or correctness.   There is no guarantee that our forecasts will materialize.   Actual results will likely vary.   Companies mentioned in this report may be covered by 
FRC under an issuer paid model.  Distribution procedure:  our reports are distributed first to our web-based subscribers on the date shown on this report then made 
available to delayed access users through various other channels for a limited time.  The performance of FRC’s research is ranked by Investars.  Full rankings and are 
available at www.investars.com.   
 
To subscribe for real-time access to research, visit http://www.researchfrc.com for subscription options. 
 
This report contains "forward looking" statements.   Forward-looking statements regarding the Company, industry, and/or stock’s performance inherently involve risks 
and uncertainties that could cause actual results to differ from such forward-looking statements.  Factors that would cause or contribute to such differences include, but 
are not limited to, continued acceptance of the Company's products/services in the marketplace; acceptance in the marketplace of the Company's new product 
lines/services; competitive factors; new product/service introductions by others; technological changes; dependence on suppliers; systematic market risks and other risks 
discussed in the Company's periodic report filings, including interim reports, annual reports, and annual information forms filed with the various securities regulators.  
By making these forward looking statements, Fundamental Research Corp.  and the analyst/author of this report undertakes no obligation to update these statements for 
revisions or changes after the date of this report.    
.    
Fundamental Research Corp DOES NOT MAKE ANY WARRANTIES, EXPRESSED OR IMPLIED, AS TO RESULTS TO BE OBTAINED FROM USING THIS 
INFORMATION AND MAKES NO EXPRESS OR IMPLIED WARRANTIES OR FITNESS FOR A PARTICULAR USE.   ANYONE USING THIS REPORT 
ASSUMES FULL RESPONSIBILITY FOR WHATEVER RESULTS THEY OBTAIN FROM WHATEVER USE THE INFORMATION WAS PUT TO.    ALWAYS 
TALK TO YOUR FINANCIAL ADVISOR BEFORE YOU INVEST.   WHETHER A STOCK SHOULD BE INCLUDED IN A PORTFOLIO DEPENDS ON ONE’S 
RISK TOLERANCE, OBJECTIVES, SITUATION, RETURN ON OTHER ASSETS, ETC.   ONLY YOUR INVESTMENT ADVISOR WHO KNOWS YOUR 
UNIQUE CIRCUMSTANCES CAN MAKE A PROPER RECOMMENDATION AS TO THE MERIT OF ANY PARTICULAR SECURITY FOR INCLUSION IN 
YOUR PORTFOLIO.    This REPORT is solely for informative purposes and is not a solicitation or an offer to buy or sell any security.  It is not intended as being a 
complete description of the company, industry, securities or developments referred to in the material.  Any forecasts contained in this report were independently prepared 
unless otherwise stated, and HAVE NOT BEEN endorsed by the Management of the company which is the subject of this report.  Additional information is available 
upon request.   THIS REPORT IS COPYRIGHT.   YOU MAY NOT REDISTRIBUTE THIS REPORT WITHOUT OUR PERMISSION.   Please give proper credit, 
including citing Fundamental Research Corp and/or the analyst, when quoting information from this report. 
 
The information contained in this report is intended to be viewed only in jurisdictions where it may be legally viewed and is not intended for use by any person or entity 
in any jurisdiction where such use would be contrary to local regulations or which would require any registration requirement within such jurisdiction. 
 


