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Gold

Gold is trading around $1,820
after hitting a two-month low
of $1,806, as the dollar index
surpassed 105, a 7-week high.

Silver

Pan American Silver's silver
production in Q4.22 fell by
10% yly to 4.8Moz, while its
2022 total was down 4% y/y to
18.5Moz.

Platinum

India's Essar will invest $1.2bn
in India to produce green
hydrogen and ammonia, as a
part of a total investment of
$3.6bn in low carbon energy
projects in the UK and India.

Palladium

Toyota's global vehicle
production in January rose
9% yly to 689k units, while its
sales fell by 6% y/y to 710k
units.

Gold you can see through.

Metals Focus
Precious Metals Weekly

Newmont and Newcrest, a Potential New
Gold Mining Giant

At the beginning of February Newmont submitted an unsolicited
bid to acquire 100% of the issued share capital of Newcrest
Mining. The deal is valued at $16.9Bn, a record for the gold
sector and outstrips the previous high, Newmont's acquisition of
Goldcorp in 2019, by $4.8bn. The proposal is an all-share offer,

in which Newcrest shareholders would receive 0.38 Newmont
shares for each Newcrest share held, leading to a 30% share of
ownership of the newly combined entity.

It has been disclosed that this is Newmont's second approach to
Newcrest. The first, an all-share offer of 0.363 Newmont shares
per Newcrest share, was unanimously rejected by Newcrest for
not seemingly recognizing the value of the company. This latest
deal has also been rejected by Newcrest for the same reason,
but they have invited Newmont to engage in discussions and
information sharing, which the Newmont CEO Tom Palmer has
said are ongoing.

The proposed deal, if it progresses, would bring numerous
benefits to Newmont. Their attributable gold production has been
around 185t per annum for the last few years and is forecast to
remain between 185-200t per annum for the next decade. By
adding Newcrest's operations into its production profile, Newmont
could immediately lift this figure to over 250t per annum, further
cementing its position as the number one global gold producer.
It also gives Newmont the potential to increase gold production
to over 265t per annum in the near-term as the Cadia plant
expansion ramps-up and the Cadia East block cave,
Lihir Phase 14A and Telfer Wesdome Stage 8
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cutbacks, come on stream. There is also considerable upside for
longer-term growth via Newcrest's share in the Havieron and Wafi-
Golpu joint ventures, the block cave underground project at Red Chris
and their strategic investments in Fruta del Norte and other projects
in Ecuador. In addition, most of Newcrest's gold operations are

within low-risk jurisdictions where mining legislation and government
policies are deemed to be supportive of mining investment, an
attractive proposition to potential investors.

As demand for renewable energy and electric vehicles gathers pace,
copper is becoming an increasingly valuable commodity. Newmont's
attributable copper production was 44kt in 2022, predominantly

from Boddington. Newcrest produced 137kt of copper in 2022, with
production coming from Cadia, Telfer and Red Chris. A deal with
Newcrest would more than triple Newmont's copper production in the
near-term. This would give it greater exposure to this lucrative market
while it continues the feasibility studies at Galore Creek, Norte Abierto
and Nuevo Unién joint ventures and de-risks the Yanacocha Sulphides
project. These are all polymetallic projects which have significant
copper resources.

Copper is animportant product for Newcrest and helps to lower its
All-In Sustaining Cost (AISC) by way of by-product credits, making

it one of the lowest cost gold producers. The company’s AISC for
Q1-Q3.22 was $1,003/0z, placing it firmly in the 25th percentile

on the cost curve. In contrast, Newmont's AISC for Q1-Q3.22 was
$1,210/0z, straddling the 50th percentile boundary on the cost
curve. Consequently, a deal with Newcrest has the potential to drive
Newmont's AISC down as a result of the higher by-product credits.

Top 20 Gold Producers’ All-In Sustaining Cost Curve
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1kg gold cast bar and 12.5kg Good Delivery bar, both certified by the Carbon Trust
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Forecast Copper Production
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Further advantages to Newmont could be derived from regional
synergies, such as the sharing of labour, technologies, and
consolidating supply chains. Access to Newcrest's renowned block
cave mining expertise would complement Newmont's own technical
capabilities and could be of particular benefit with underground
projects in Newmont's production pipeline.

The ESG credentials of Newmont and Newcrest are complementary.
Both companies have strong safety cultures and have had zero
fatalities in recent years. Emissions targets are similar, with both
companies targeting net zero by 2050. Newcrest's Red Chris and
Brucejack operations both take electricity from a predominantly
hydro-powered grid, giving rise to relatively low Scope 2 emissions
making them attractive acquisitions.

Finally, Newcrest's financial position is robust, with a strong balance
sheet. Net debt is $1.7Bn, with low gearing and leverage ratios of 13%
and 0.8x respectively. The next corporate bond repayment is not due
until 2030, a similar time to Newmont's next payment, ensuring cash
is available for development. Finally, Newcrest's gold production is
predominantly unhedged. The Telfer hedging contracts are relatively
short-term, expiring by end-Q2.24, so if Newmont decided not to wind
these contracts up on completion of a deal it would not take long for
them to return to being an unhedged producer.

Allin all, Newcrest would be an attractive acquisition for Newmont,
but it remains to be seen if the negotiations will be successful and
whether Newmont is able to secure the deal that it seeks.

Newcrest and Newmont Properties
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Charts - Precious Metal Prices, US$/oz
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Charts - Ratios & Spreads
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Charts - CME Futures Net Positions®
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Charts - ETP Holdings
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