
GOLD FIELDS LIMITED (JSE:GFI)

RECOMMENDATION: BUY

Gold Fields Limited is involved in underground and surface gold and copper

mining and related activities, including exploration, development, extraction,

processing and smelting. It has approximately eight producing mines located in

South Africa, Ghana, Australia and Peru. In addition, Gold Fields has gold and

other precious metal exploration activities and interests in Africa, Eurasia,

Australasia and the Americas.

FUNDAMENTAL/TECHNICAL OVERVIEW

During March 2020, Gold Fields released its annual results for the year ended

31 December 2019. Revenue for the year increased by 16.3% to USD2.8 billion

(FY2018: USD2.41 billion). Headline earnings per share from continued

operations rose to 20 USD cents (FY2018: 7 USD cents). The company declared

an interim dividend of 60 SA cents during 2019 (2018: 20 SA cents) and a final

dividend for the year of 100 SA cents per share was approved by the board of

directors on 12 February 2020.

The company reported an adjusted free cash-flow of USD590.5 million for the

year, up from USD374 million for the year ended 31 December 2018. Total

exploration expenses for the year fell by 19.2% to USD84 million (FY2018:

USD104 million) and restructuring costs decreased by 99% from USD114 million

in 2018 to USD1 million in 2019. This indicates the company’s ability to be more

cost efficient, which will act as a tailwind in the current economic environment.

Total debt decreased from USD1.9 billion at 31 December 2018 to USD1.8 billion

at 31 December 2019. In line with the company’s strategic objective of

decreasing its debt, Gold Fields Limited disposed of its shareholding in Maverix

Metals during the year ended 31 December 2019. The sale of the shares,

processed through a series of private market transactions, raised USD67 million

in cash and Gold Fields recognised a profit on disposal of USD15 million on this

transaction.

Gold Fields recently released an operational update for 1Q2020 ended 31 March

2020. Group attributable equivalent gold production was 537koz, largely flat

year on year (down 9% quarter on quarter). Gold Fields reported that it remains

in a strong financial position. The company further decreased its net debt

balance during 1Q2020 to USD1.3 billion. This implies a net debt to EBITDA of

0.94x, compared to 1.29x at end December 2019. The net debt balance

(excluding leases) decreased to USD957 million from USD1.3 billion at the end of

4Q2019. At the end of the quarter, Gold Fields had approximately USD800

million in cash on hand, and in excess of USD1.5 billion of committed, unutilised

debt facilities.

Despite the fact that Gold Fields is listed on the JSE, South Africa represents less

than 10% of the group’s production. Australia accounts for more than 40% of

GFI’s production, Ghana more than 35%, and its projects in Chile is projected to

represent 20% of production from 2023. Gold Fields’ dividend policy is to pay

out 25-35% of earnings.

Gold can be considered a beneficiary of global central bank liquidity injections, a

weaker USD, and a hedge against deflation and inflationary risks. Gold Fields’

share price is 95% correlated to the price of gold (USD/oz). The current

economic environment, therefore, acts as a tailwind for the price of gold and the

company’s share price. The current fiscal stimulus measures put in place to

combat the effects of COVID-19, increases the risk of long-term inflation for

economies. During such times, gold is considered a safe haven.

The company is trading at a dividend yield of 1.04%, price to book of 2.65 and

forward PE 12.36.
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SHARE INFORMATION

Share Code GFI

Industry Metals & Mining

Sector Materials

Market Capital (ZAR m) 137 847

Current Price (ZAR) 158.58

Target Price 204.00

Price - 52 Week High: 166.81

Price - 52 Week Low: 63.97

Dividend Yield 1.04%

Beta 5 Year (JSE All Share) 0.90

VALUATION RATIOS **

Period P/E P/SALES EV/EBITDA

Last 12 Months 47.6x 2.8x 6.4x

Current Year Est 16.6x 2.3x 5.5x

Next Year Exp 9.2x 2.0x 4.3x

SHARE PRICE PERFORMANCE**
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Thomson Reuters. Spot prices as of 2 Jul 2020

2019A 2020E 2021E Spot

Gold ($/oz) 1392 1655 1704 1770

ZAR/$ 14.45 17.33 * 16.70 * 17.04
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Net cash flow from operations increased substantially to

USD845 million (FY2018: USD568.76 million).

The company’s PB is at 2.65, which is more than one standard

deviation above the long-term average of 1.2.

GFI’s dividend yield is trading at 1.04%, less than one standard

deviation below the mean of 1.29%.

GFI’s full year dividend increased to 100 SA cents for FY2019

(FY2018: 20 SA cents per share).

Net debt to total equity declined to 60% in FY2019 (FY2018: 69%).

At current spot prices, management will be able to significantly

lower its debt.

The company’s forward PE is 12.36, which is one standard

deviation below the long-term average of 15.78.
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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.

Gold Fields (GFI) is currently trading at an interesting price level. Not only is it trading at all-time high levels, made back in 2006 (yes, exactly

14 years ago), but it also broke and closed above the Ascending Triangle (R159.50), which now places GFI in uncharted territory. A profit

target can be estimated based on the height of the triangle added or subtracted from the breakout price. The thickest part of the triangle is

used, this means that should GFI break above the triangle it could target R230. Short-term traders can consider the 50-day Exponential

Moving Average at R136.63 as a possible stop-loss, which also coincides with the bottom of the triangle.


