
IMPALA PLATINUM HOLDINGS LTD (JSE:IMP)

Recommendation: BUY

Impala Platinum Holdings Limited (Implats) is a producer and supplier of platinum

group metals (PGMs) to industrial economies. The company's segments include

mining (which includes Impala, Zimplats, Marula and Afplats), refining services

(which include metals purchased and toll refined), chrome processing and other.

The group, through its subsidiaries, holds various mining and exploration activities.

Its subsidiaries include Impala Platinum Limited (Impala), Zimplats Holdings

Limited (Zimplats), Afplats Proprietary Limited (Afplats) and Marula Platinum

Proprietary Limited (Marula). The company also holds an interest in Two Rivers

Platinum Proprietary Limited (Two Rivers) and Mimosa Investments Limited

(Mimosa).

FUNDAMENTAL/TECHNICAL OVERVIEW

On the 27th of February 2020, Impala Platinum released its financial results for the

six months ended 31 December 2019. Gross revenue for the period was

R28 billion, up by 19%, which resulted in a gross profit of R6 billion and a cash flow

of R5 billion. Headline earnings per share was R4.36, an increase of 41% year-on-

year. During the reporting period, Impala Platinum concluded its R11bn takeover

of Canada’s North American Platinum.

At the end of April 2020, Impala released a production update for the three and

nine months period ending 31 March 2020. For the three months, the group

reported that tonnes milled (excluding JV operations) had improved by 18% to

5.36 million tonnes during this quarter (3Q2019: 4.53 million tonnes). Reported

mill grade declined by 4% to 3.64g/t (6E). Mine-to-market 6E concentrate

production was stable on a like-for-like basis. Together with output from the

recently acquired Impala Canada operation, concentrate volumes increased by 8%

to 667 000 ounces from the prior comparable period. IRS 6E in concentrate

receipts from third-party and toll customers increased by 3% to 85 000 ounces.

Gross concentrate production and receipts improved by 7% to 751 000 ounces.

Refined and saleable 6E production, which includes saleable ounces from Impala

Canada, increased by a more material 23% to 862 000 ounces. For the nine

months, tonnes milled (excluding production from JV operations) increased by 6%

to 15.67 million tonnes as the average mill grade declined by 2% to 3.75g/t (6E).

Along with the production update, the company also released a statement on its

unaudited financial position. Impala reported net cash (excluding finance leases)

of R3.2 billion at 31 March 2020, an improvement of R2.1 billion from closing

levels at 30 June 2019. The company made dividend payments to shareholders to

the value of R978 million (FY2019: nil) during March 2020.

Impala has the most significant exposure to Zimbabwe in comparison to its peers

in South Africa, and face headwinds with regards to Zimbabwe's political,

legislative and fiscal risks. Other factors that pose a threat to the company include

the PGM prices, ZAR/USD exchange rate, possible South African political and

regulatory changes and Eskom (the availability of electricity). Impala's mines are in

South Africa, Canada and Zimbabwe, with its cost base being predominantly Rand

denominated and revenues in USD. This would mean that a stronger ZAR/USD

spot rate and a weaker PGM basket price could negatively impact operating

margins. Impala is also sensitive to the ongoing operating risk associated with

COVID-19.

Impala's management has revised its FY2020 guidance for production and CAPEX.

Given the current SA government regulation on mining, limiting underground

mining activities to less than 50%, Impala has reduced its group refined production

to 2.6-2.9Moz (from 3-3.4Moz). Impala expects FY2020 CAPEX to range between

R3.6-4.4bn (from R4.9-5.2bn). Production has decreased as a result of the COVID-

19 outbreak and associated regulations. Impala has built up inventory levels, and

therefore these decreased production levels will not impact the company in the

short term. Impala is currently trading at a dividend yield of 1.19%, price to book

ratio of 1.6 and a forward price to earnings ratio of 4. Relative to peers, Impala

appears to be offering value at current levels.
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SHARE INFORMATION

Share Code IMP

Industry Metals & Mining

Sector Materials

Market Capital (ZAR m) 89 828

Current Price (ZAR) 102.99

Target Price 140.00

Price - 52 Week High: 177.50

Price - 52 Week Low: 44.76

Dividend Yield 1.19%

Beta 5 Year (JSE All Share) 1.97

SHARE PRICE PERFORMANCE**
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VALUATION RATIOS **

Period P/E P/SALES EV/EBITDA

Last 12 Months 36.2x 1.5x 7.5x

Current Year Est 6.9x 1.2x 3.7x

Expected 3.8x 0.9x 2.6x
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Impala platinum outperforms its peers in terms of its forward PE, price to book and EV/EBITDA margins.

During the six-month period ending 31 December 2019, Impala reported a 41% increase in it's Rand basket price. This increase was

primarily driven by the rhodium and palladium dollar prices, which resulted in a 36% increase in the dollar price, combined with a

4% weakening of the Rand.

Robust PGM prices during 2019 and 2020 have resulted in the restoration of Impala's balance sheet strength,

In terms of revenue growth, the company was ranked second among its peers.

IMPJ.J AMSJ.J NHMJ.J RBPJ.J

Value

Forward PE 4.0 9.1 5.0 4.6

P/B 1.6 4.5 3.5 0.5

EV/EBITDA 7.6 8.4 11.9 8.3

1 4 3 2

Growth

Revenue Growth 35.63% 33.48% 41.01% 9.95%

2 3 1 4
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Impala’s EBITDA margin had increased to 26.5%, and has

followed a general increasing trend since December 2014.

Impala’s PB is trading at 1.6, more than one standard

deviation from the mean of 0.81.

Impala’s net debt-to-equity increased by 1% from December

2018.

Total revenue was up to R28 billion during December 2019,

and has followed an upward trend since June 2014.
The company has reported a positive ROE since June 2019.

ROE for the six months ended 31 December 2019 was 5.88%.

The company’s price to sales ratio is currently trading at 1.49,

more than one standard deviation below the mean of 1.93.
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Disclaimer:

This publication has been issued by PSG Wealth Old Oak and does not represent the official PSG Wealth view. It is confidential and issued for the information of clients only. It shall not be reproduced in

whole or in part without our permission. Any unauthorized use, duplication, redistribution or disclosure is prohibited by law. This publication is not to be construed as providing investment services in any

jurisdiction where the provision of such services is not permitted. It is provided for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security, and we

have no responsibility whatsoever arising here from or in consequence hereof. The user assumes the entire risk of any use made of this publication. Any decision to purchase securities mentioned in this

publication must take into account existing public information on such security or any registered prospectus. The information contained herein has been obtained from sources which and persons whom we

believe to be reliable but is not guaranteed for accuracy, completeness or otherwise. Opinions and estimates constitute our judgement as of the date of this material and are subject to change without notice.

This publication does not attempt to identify the nature of the specific market or other risks associated with an investment. Leveraged /Geared positions in securities have the ability to accentuate the

profit/loss made on investments. Geared /Leveraged positions are not recommended based on the information contained in this publication. Securities, financial instruments or strategies mentioned herein

may not be suitable for all investors and investors must make their own investment decisions using their own independent advisers as they believe necessary and based upon their specific financial situations

and investment objectives. Certain investments/recommendations may have tax implications for private customers. Investors should seek advice from a tax advisor before acting on information contained in

this publication. The securities described herein are subject to fluctuation in price and/or value and investors may get back less than originally invested. Past performance is not indicative of future results.

The employees responsible for the production of this report may from time to time own securities mentioned herein.

Analyst Certification:

The research analyst who prepared this report certifies that the view expressed herein accurately reflect the research analyst’s personal views about the subject security and issuer and that no part of his 

compensation was, is or will be directly or indirectly related to specific recommendations or views contained in this report.

After the rapid decline between middle February and middle March this year, Impala (IMP) more than doubled from its lows. The next

movement for IMP will be significant, and it will determine the direction of the break out of the Descending Triangle. The share price has

recently found strong support from its 21-day Exponential Moving Average (EMA), with primary support (R103.50) again holding up. A break

and close above the 50-day EMA (at R106.70), could see IMP test its April highs of R125.50 again over the shorter-term. IMP has lost some of

its momentum lately, but still finds itself in positive territory. The share price relative to the Palladium price in Rand is looking a lot better

compared to levels seen at the end of 2019 and although not oversold anymore, still confirms a possible entry at current levels.


