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MAD 2,500 
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Potential +7% 

Investment Horizon 12 Months 

Silver, an attractive investment theme in 2020 

Silver's bullish acceleration since mid-March 2020 by 90% triggered a lot of interest among 
international fund managers. In fact, this metal’s current price levels would be supported by 
solid fundamentals. This is the catch-up potential in the price of Silver in comparison to Gold, 
the downward trend in the mining supply and finally, the activation of the banknote printing by 
the major central banks implying a depreciation in the value of the currency (Cf. Silver: Towards 

a new bullish super-cycle ?). 

SMI, a strong ability to outperform Silver  

As one of the world's TOP 10 Silver mines, SMI is among the few single-product miners with a 
competitive cash cost between 8.0 and 9.0 $/Oz. The sustainability of current Silver price levels, 
combined with the stability of SMI’s production, would allow the mining operator to benefit from 
a considerable margin effect. 

With a normative production of 180 T, we note that for each additional dollar at the level of Silver 
price, the operator’s profitability would increase by MAD +30 Mn over a full year, i.e. 30.0% in 
comparison to FY 2019 profit. This high sensitivity is supported by SMI’s deleveraged profile. 

A “cautious” revision of our 2020-2021 growth forecasts 

Taking into account the high volatility of Silver and pending confirmation of its bullish cycle, we 
made a "cautious" revision regarding our growth forecasts for the period 2020-2021 (Cf. AGR 

Book Afrique) : 

 A revenue growth in 2020 of 12.8% based on an average selling price of 19.4 $/Oz. In 2021, 
the increase in revenue would reach 16.5% taking into account an average selling price of                 
22.0 $/Oz in comparison to a spot price around 27.0 $/Oz currently ; 

 A net income growth in 2020 of 56.0% to MAD 142 Mn against MAD 159 Mn initially due to 
the expected drop in production in a Covid-19 crisis. In 2021, the net income would stand 
at MAD 204 Mn, up 43.6% compared to 2020 driven by a positive Silver price effect.   

Sources : Bloomberg, AGR Computations & Estimates 
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IN MAD MN 2019 2020E  VAR 19-20E VAR 20E-21E 2021E 

Initial Revenue 

New Revenue 
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New EBITDA 
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Initial EBITDA Margin  
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45.6% 

- 
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DPS (MAD) 0.0 60.0 - +67.0% 100.0 

D/Y (%) 0.0 2.6 4.3 +2.6 pts +2.3 pts 

EV/EBITDA (x) 6.7 7.8 6.4 - - 
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SMI : SENSITIVITY OF RESULTS (MAD MN) 

Sources : Bloomberg, AGR Computations & Estimates 

Towards standardization of production from 2021  

The Silver activity is considered to be a mature activity of SMI allowing a strong generation of 
cash flow. Due to the aging of the Imiter mine, the main aim of Management is to preserve the 
profitability levels through the:  

(1) Stabilization of the annual production at around 180  T in order to control the cash-cost 
level below 9.0 $/Oz ; 

(2) Maintaining of an average CAPEX level around MAD 180 Mn in order to renew the mine 
life (estimated at over 16 years).  

As a precaution, we take into consideration an annual production of 160 T in 2020 (i.e. below the 
normative level), because of the health crisis’ negative effects.  

A high sensitivity of profits regarding the Silver price recovery 

Taking into account a cash cost of 8.6 $/Oz, a controlled investment effort and a deleveraged 
financial structure, SMI is able to outperform the strong recovery in Silver prices. 

To confirm the above, the attached table sets out the sensitivity of the EBITDA and earing power  
in front of 3 Silver price scenarios in 2021.  

Therefore, for an increase in the average Silver price from 20 $/Oz to 27 $/Oz (i.e. + 35%), the 
earning power would increase more than 3 times, from MAD 126 Mn to MAD 400 Mn.  

The return to dividend in 2020 …, a credible scenario 

After a loss-making in 2018 marked by the significant deterioration of the Imiter metal grade, 
the shareholder decided to waive the distribution of the dividend for the 2018 and 2019 FYs. The 
aim being to strengthen SMI’s equity. 

Given the financing needs of the parent company Managem for the development of its new min-
ing projects, SMI should logically return to its historic payout policy. On the basis of a normative 
dividend payout of 60%, the DPS would therefore increase from MAD 87 in 2017 to MAD 100 in 
2021, equivalent to a target D/Y above 4.0%. 

An update of our target price from 2,335 to MAD 2,500 

Our valuation of SMI stock is based on the DCF method. At the end of this exercise, we come up 
with an Equity value of MAD 4,137 Mn, equivalent to a stock target price of MAD 2,500. 

Silver's shift from an average price level of 16.0 $/Oz in 2019 to over 20.0 $/Oz over the period 
2020-2022 would bring SMI's EBITDA and FCFs to 28.8% and 53.9% respectively. At the same 
time, the stock would benefit from a visible improvement in its target valuation levels at the end 
of this period, i.e. an EV/EBITDA of 6.0x and a P/E of 16.8x. 

 

 

Taking into account an unlevered Balance Sheet, we use a discount rate of 10.8%. The latter 
takes into account a risk-free rate of 2.5% (10y T-Bond), an Equity risk-premium (ERP) of 6.7% 
calculated according to the survey method and finally, an adjusted beta of 1.24 based on peers 
method. This reflects the risk profile of a single-product mining company. 

The long term growth rate is limited to 2.0%, making it possible to achieve an acceptable weight 
of the Terminal Value in the EV, i.e. 45.0%. 

In the end, we upgrade our target price to MAD 2,500 against MAD 2,340 initially. To this end, we 
recommend HOLDING SMI stock in portfolios. 

SMI : PRODUCTION VS CASH-COST 

SMI : SILVER SALES PRICE ($/OZ) 

SMI : COST OF EQUITY CALCULATION 

2018 2019 2020E 2021E 
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Cash-Cost ($/Oz) 

SILVER  
         ($/OZ)  20  22 24 27 

EBITDA 21E 485 587 688 841 

NI 21E 126 204 282 400 

AGR SCENARIO    

INDICATORS (MAD MN) 2019 2020E 2021E 2022E 

EBITDA 388 483 587 622 

EBITDA Margin 45.6% 50.3% 52.4% 52.5% 

CAPEX 274 180 180 180 

% Revenue 32.2% 18.7% 16.1% 15.2% 

WCR 228 250 280 284 

% Revenue 26.8% 26.0% 25.0% 24.0% 

CALCULATED ECONOMIC FCF -4 241 317 371 

FCF Margin - 25.1% 28.3% 31.3% 

KE  

LT Growth 2.0% 

10y T-Bond 2.5% 

Risk-premium 6.7% 

Bêta 1.24 

COST OF EQUITY 10.8% 

+18.6% 

2018 2019 2020E 2021E 

  16.0 
   16.4 

   19.4 

   22.0 
+13.2% 

P/E (X) 28.3 27.0 18.8 16.8 

EV/EBITDA (X) 6.7 7.8 6.4 6.0 

P/E 21E 30.4x 18.8x 13.6x 9.5x 

     Spot 27 $/Oz 
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Sources : Bloomberg, AGR Computations & Estimates 

SMI  MINE | MOROCCO | BLOOMBERG: SMI MC  

Growth (%) 2016 2017 2018 2019 2020E 2021E 2022E

Reported Revenues 7,2% 1,6% -39,7% 25,6% 12,8% 16,5% 5,9%

Adjusted EBITDA 13,9% 3,1% -75,4% 182,1% 24,4% 21,5% 6,0%

EBIT 18,9% -3,0% NS NS 79,1% 48,7% 10,8%

Net Income 28,7% -18,4% NS NS 56,0% 43,6% 11,7%

DPS -31,8% -42,0% NS NS NS 66,7% 20,0%

Profi tabi li t y 2016 2017 2018 2019 2020E 2021E 2022E

EBITDA Margin 49,0% 49,7% 20,3% 45,6% 50,3% 52,4% 52,5%

Operating Margin 30,2% 28,9% NS 13,2% 21,0% 26,8% 28,1%

Apparent Corporate Tax 18,5% 18,3% NS 4,5% 20,0% 20,0% 20,0%

Net Margin 26,5% 21,2% NS 10,9% 14,1% 16,2% 19,2%

ROE 20,5% 16,9% NS 7,7% 10,7% 14,2% 15,2%

Payout 84,2% 59,9% 0,0% 0,0% 69,4% 80,6% 86,6%

P&L (MAD Mn) 2016 2017 2018 2019 2020E 2021E 2022E

Reported Revenues 1 107 1 125 678 852 961 1 119 1 185

EBITDA 542 559 138 388 483 587 622

Depreciation & amortization 208 234 288 276 281 287 290

EBIT 335 325 -150 113 202 300 332

Corporate Tax 67 54 3 4 36 51 57

Net Income 293 239 -179 91 142 204 228

Balance Sheet  (MAD Mn) 2016 2017 2018 2019 2020E 2021E 2022E

Shareholders' Equity 1 426 1 418 1 096 1 187 1 330 1 435 1 499

WCR 660 564 201 228 250 280 284

Net Debt 26 17 1 21 -52 -79 -98

Gearing (%) 1,8% 1,2% 0,1% 1,8% -3,9% -5,5% -6,5%

Free Cash Flow (MAD Mn) 2016 2017 2018 2019 2020E 2021E 2022E

Changes in WCR -50 -96 -363 114 22 30 5

Recurring CAPEX 257 310 311 274 180 180 180

Normative Corporate Tax 18% 18% 18% 20% 20% 20% 20%

Free cash-flow 290 257 160 -20 241 317 371

Dividendes (n-1) 362 247 143 0 0 99 165

Valuat ion Mult iples 2016 2017 2018 2019 2020E 2021E 2022E

P/E (x) 15,7 20,7 NS 28,3 27,0 18,8 16,8

D/Y (%) 5,4% 2,9% 0,0% 0,0% 2,6% 4,3% 5,1%

P/B (x) 3,2 3,5 2,3 2,2 2,9 2,7 2,6

EV/EBITDA (x) 8,5 8,9 18,4 6,7 7,8 6,4 6,0

EV/Revenues (x) 4,2 4,4 3,7 3,1 3,9 3,4 3,2

Stoc Figures (MAD) 2016 2017 2018 2019 2020E 2021E 2022E

End of period stock price 2 800 3 000 1 535 1 568 2 335 2 335 2 335

EPS 178 145 -109 55 86 124 139

DPS 150 87 0 0 60 100 120

Book Value per share 867 862 666 722 808 872 911
Prices at 09/18/2020 
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RISKS 

Investment in Securities is a risky operation. This document is intended for informed investors. The value and yield of an investment can be influenced by several factors both economic and technical. 

Previous performances of the different assets classes do not constitute a guarantee for subsequent achievements. Furthermore, forecast of future achievements may be based on assumptions that could not be realized.  

LIABILITY LIMITS  

The investor acknowledges that these opinions constitute an element of decision support. He assumes full responsibility for his investment choices. Attijari Global Research can’t be considered responsible for his investment choices.  
This document can under no circumstances be considered as an official confirmation of a transaction addressed to a person or entity and no guarantee can be made that this transaction will be concluded on the basis of the terms and conditions contained in this document or on the basis of other condi-

tions. 

Attijari Global Research has neither verified nor conducted an independent analysis of the information contained in this docu ment. Therefore, Attijari Global Research doesn't’ make any statement or guarantee and makes no commitment to this document’s readers, in any way whatsoever regarding the 

relevance, accuracy or completeness of the information contained therein. In any case, readers should collect the internal and external opinions they deem necessary, including from lawyers, tax specialists, accountants, financial advisers, or any other experts, to verify the adequacy of the transactions 

which are presented to them. The final decision is the sole responsibility of the investor. Attijari Global Research can not be held responsible for financial losses or any decision made on the basis of the information contained in its presentations.  

INFORMATION SOURCE 

Our publications are based on public information. Attijari Global Research strives for the reliability of the information provided. However, it is unable to guarantee its veracity or completeness. The opinions provided are expressed only by the analysts writers.  

This document and all attachments are based on public information and may in no circumstances be used or considered as a commitment from Attijari Global Research. 

CHANGE OF OPINION 

The expressed recommendations reflect an opinion consisting of available and public elements during the preparation period of the said note. The views, opinions and other information expressed in this document are indicative and may be modified or removed at any time without prior notice. 

INDEPENDENCE OF OPINION 

Attijari Global Research preserves full independence regarding the opinions and recommendations issued. As a result, the investment decisions of Attijariwafa bank Group subsidiaries may conflict with the recommendations and / or strategies published in the Research notes. 

 

REMUNERATION AND BUSINESS STREAM 

Financial analysts responsible for the preparation of this report receive remunerations based on various factors, among which the quality of the research and the relevance of the topics discussed. 

Attijariwafa bank Group maintains a business stream with the companies covered in the publications of Attijari Global Research . 

ADEQUACY OF OBJECTIVES 

The various publications of Attijari Global Research are prepared excluding the individual financial circumstances and objectives of persons who receive them. The instruments and discussed strategies may not be appropriate for the different investor profiles. 

For this reason, making an investment decision solely on these opinions may not lead to the intended objectives.  

OWNERSHIP AND DIFFUSION 

This document is the property of Attijari Global Research. It may not be duplicated or copied partially or fully without the written consent of the management of Attijari Global Research. This document can be distributed only by Attijari Global Research or one of Attijariwafa bank Group’s subsidiaries. 
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Attijari Global Research is subject to the supervision of the regulatory authorities for the various countries of presence. These include AMMC in Morocco, CMF in Tunisia, CREPMF in WAEMU, COSUMAF in CEMAC and CMA in Egypt. 

Any person accepting to receive this document is bound by the terms above. 
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