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INVESTMENT CONCLUSION

We expect continued growth in gold prices 

until the end of 2021, followed by their 

behavior without strong volatility and a sharp 

decline

World gold prices set a record amid negative 

forecasts for the US economy

Investments in gold exchange-traded 

funds have reached $ 40 billion

The price of a troy ounce in New York has 

renewed its historical maximum

Polyus Gold has the lowest level of TCC per ounce of gold 

in the industry and shows competitive financial results

Polyus is now confirmed to have the largest reserve 

base globally, with approximately 97% of these 

reserves attributable to operating mines and its flagship 

greenfield project, Sukhoi Log

Summary

Rating BUY

Current Price (23.05.2021, RUB) 15698,5

52-week high/low 18 372/10 246

Target Price 18562

Growth Potential 16%

Polyus Gold is currently undertaking

some major modernization projects

promising impressive gains in the

medium term



BUSINESS DESCRIPTION & OPERATIONS
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43% of total output

Polyus is the biggest gold mining company in Russia and one of 

the top-10 with one of the lowest production costs in the world.
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BUSINESS DESCRIPTION & OPERATIONS
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OLIMPIADA

2018 2019 2020 2021 2022

ANTIMONY PROJECT

BIO-4 CONSTRUCTION

MILLS EXPANSION

BIO UNITS MODERNIZATION

MILL 4 EXPANSION

MILL 5 CONSTRUCTION

MILL EXPANSION

MILL EXPANSION MILL EXPANSION

CONSTRUCTION & RAMP-UP

SCOPING STUDY PFS FS, FID, CONSTRUCTION

Polyus’s project pipeline ensures its strong position on the market and creates further growth prospects 

Sources: Polyus annual review 2020

Sukhoi Log is expected to be a 

conventional load-and-haul open-pit mine

utilizing electric rope shovels with a 

nominal payload of 100 tonnes, combined 

with mining trucks with a nominal payload 

of 300 tonnes
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Sources: Polyus annual report, анализ команды

INDUSTRY OVERVIEW
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Gold demand declined by 14% and gold supply fell by 4% year on year mostly due to the pandemic

5,91

4,76

3,052,77

2,37

2,24

6,66

Top 10 gold mining companies by gold 

production in 2020, Moz

Newmont Barrick AngloGold Ashanti

Polyus Kinross Gold Fields

Other

27,76

Polyus

→ Gold jewelry demand

→ Demand from the technology sector

→ Demand for gold bars and coins

→ Gold buying by central banks

→ ‘Gold ETFs’

→ Annual recycled gold supply

Demand will remain well 

supported

Gold consumption is anticipated 

to benefit from a potential 

economic recovery

Inflationary pressures

Demand from central banks will 

continue

Mine production is likely to 

improve

Investment demand will persist

Market drivers

Forecast
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Sources: tradingview; Polyus, Polymetal, Petropavlovsk and Highland Gold annual reports

COMPETITIVE POSITIONING
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Sources: Polyus annual report 2020, https://www.rbc.ru/business

COMPETITIVE POSITIONING
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FINANCIAL OVERVIEW
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Sources: Polyus annual report 2019, 2020, team calculations 
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Sources: team analysis

VALUATION

WACC calculation

Risk-free rate 6.28%

Return on market 23.5%

Beta Polyus 0.275

Return on Equity 11%

Return on Debt 5.75%

WACC 10.28%
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Sources: team calculations

VALUATION

Sensitivity – Terminal FCF Growth Rate vs. Discount Rate and implied Share Price from DCF Analysis

Change in the average gold price

-15% -10% -5% 0% 5% 10% 15%

2 603 2 828 3 054 3 279 3 505 3 730 3 956 

Initial Discount Rate (WACC)

Terminal FCF Growth Rate

1,37% 1,62% 1,87% 2,12% 2,37% 2,62% 2,87% 3,12% 3,37%

9,28% 18 439 ₽ 18 878 19 347 19 849 20 386 20 965 21 588 22 262 22 993

9,53% 18 057 18 470 18 910 19 380 19 883 20 422 21 001 21 626 22 301

9,78% 17 697 18 086 18 501 18 942 19 413 19 917 20 457 21 038 21 664

10,03% 17 358 17 726 18 116 18 531 18 974 19 446 19 951 20 492 21 074

10,28% 17 038 17 386 17 755 18 146 18 562 19 005 19 478 19 985 20 527

10,53% 16 736 17 065 17 414 17 784 18 176 18 593 19 037 19 511 20 019

10,78% 16 449 16 762 17 093 17 442 17 813 18 206 18 624 19 069 19 544

11,03% 16 178 16 475 16 789 17 120 17 470 17 842 18 236 18 654 19 101

11,28% 15 920 16 203 16 501 16 815 17 147 17 499 17 871 18 265 18 685

Sensitivity – Change in the average gold price vs. EBITDA from DCF Analysis

Initial Discount Rate (WACC)

Change in the average gold price

-15% -10% -5% 0% 5% 10% 15%

9,53% 35 090 37 053 39 015 40 978 42 940 44 902 46 865 

9,78% 33 595 35 493 37 392 39 290 41 189 43 087 44 985 

10,03% 32 203 34 042 35 880 37 719 39 557 41 396 43 234 

10,28% 30 905 32 687 34 470 36 252 38 035 39 817 41 600 

10,53% 29 691 31 421 33 151 34 881 36 610 38 340 40 070 

10,78% 28 555 30 235 31 915 33 596 35 276 36 956 38 636 

11,03% 27 489 29 122 30 756 32 389 34 023 35 657 37 290 

Sensitivity – Change in the average gold price vs. Discount Rate and Enterprise Value from DCF Analysis
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Sources: Polyus annual report, анализ команды

RISKS

Risks Circumstances of realization
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Foreign 

currency rate

Failure to 

confirm mineral 

resources and 

ore reserves

Mining risks 

1
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7

Gold price fall

6

Diseases, 

workplace 

injuries and 

accidents

Consequences

Declining production efficiency

Adverse changes in the Company’s 

financial results.

Affect the Company’s revenue

• Injury to personnel

• Damage to mining equipment and 

infrastructure

• Interruption of the production 

process

• Human factors

• Failure to comply the HSE 

requirements

• Insufficient understanding of the 

conditions of the rock mass

• Deviation from design decisions

• Violation of mining technology

Industry

Financial

Strategic

Type

Operational

Failure to achieve 

financial targets 

Inadequate accuracy of 

estimation of project cost and 

timelines

Country Tax increase

Amendments in tax 

legislation or its application 

practices 

Impact on the Company’s 

financials

• Gold demand fall

• Quarantine measures

Failure to reach strategy goals

• Attractiveness for investors decline

• Penalties and sanctions

Changing in ruble / 

dollar exchange rate

• Insufficiently explored field

• Error in estimating reserves
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Sources: team calculations

APPENDIX 1. FCFF

2021 2022 2023 2024 2025 2026 2027 2028 2029 2030

Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast

EBIT * (1-T) $ million 2 274,38 2 154,76 1 892,70 1 323,19 1 555,70 1 599,05 2 486,95 4 447,17 4 552,01 4 522,58

D&A $ million 436,29 436,29 436,29 545,40 575,40 575,40 794,31 794,31 794,31 964,84

CAPEX $ million (705,75) (705,75) (705,75) (705,75) (705,75) (705,75) (705,75) (705,75) (705,75) (705,75)

Change in NWC $ million (297,93) 89,74 180,75 240,71 (211,74) (31,13) (555,81) (1 017,48) (63,22) (64,48)

FCFF $ million 1 706,98 1 975,04 1 803,98 1 403,55 1 213,62 1 437,58 2 019,71 3 518,25 4 577,36 4 717,19

WACC % 10,28% 10,28% 10,28% 10,28% 10,28% 10,28% 10,28% 10,28% 10,28% 10,28%

Discount Period x 1,00 2,00 3,00 4,00 5,00 6,00 7,00 8,00 9,00 10,00

Discount Factor x 0,91 0,82 0,75 0,68 0,61 0,56 0,50 0,46 0,41 0,38

PV of FCFF $ million 13 305,84 1 547,86 1 623,99 1 345,06 948,94 744,04 799,19 1 018,15 1 608,25 1 897,34 1 773,03

Polyus Gold DCF Analysis – Free Cash Flow Projections
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APPENDIX 2. Revenue modeling (assuming JORC 
Proved and Probable average gold in ore grade)

2021 2022 2023 2024 2025 2026 2027 2028 2029 2030

Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast
Ore mined kt 14 000 14 000 14 000 14 000 14 000 14 000 14 000 14 000 14 000 14 000 

Ore processed kt 14 000 14 000 14 000 14 000 14 000 14 000 14 000 14 000 14 000 14 000 

Average grade in processed ore g/t 2,80 2,80 2,80 2,80 2,80 2,80 2,80 2,80 2,80 2,80

Recovery rate % 82,4% 82,4% 82,4% 82,4% 82,4% 82,4% 82,4% 82,4% 82,4% 82,4%

Total gold production koz 1 038 1 038 1 038 1 038 1 038 1 038 1 038 1 038 1 038 1 038 

Gold reserves at the beginning of the period 

(JORC)
koz 22 535 21 275 20 014 18 754 17 494 16 234 14 973 13 713 12 453 11 192 

Gold turnover for the period koz 1 260 1 260 1 260 1 260 1 260 1 260 1 260 1 260 1 260 1 260 

Gold reserves at the end of the period koz 21 275 20 014 18 754 17 494 16 234 14 973 13 713 12 453 11 192 9 932 

MILL power kt 14 000 14 000 14 000 14 000 14 000 14 000 14 000 14 000 14 000 14 000 

Grams in 1 Troy ounce g 31,103477

Average grade of gold in ore (JORC) g/t 2,8

2021 2022 2023 2024 2025 2026 2027 2028 2029 2030

Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast
Olimpiada $ million 2 032 1 978 1 837 1 558 1 589 1 621 1 653 1 686 1 720 1 754 

Blagodatnoye $ million 646 629 584 495 954 974 993 1 013 1 033 1 054 

Alluvials $ million 247 142 - - - - - - - -

Verninskoye $ million 315 307 285 242 247 251 257 262 267 272 

Kuranakh $ million 408 397 369 313 319 325 332 338 345 352 

Natalka $ million 861 838 778 660 673 687 701 715 729 743 

Sukhoi Log $ million 1 273 3 667 3 741 3 815 

Total $ million 4 510 4 292 3 853 3 268 3 782 3 858 5 208 7 681 7 835 7 991

Polyus Gold – Revenue Forecast 

Polyus Gold – Revenue Forecast, Olimpiada example 

Sources: team calculations
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Sources: team calculations, Polyus trading report

APPENDIX 3. Revenue breakdown by mine
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Sources: team calculations, Polyus trading report

APPENDIX 4. TCC & AISC vs Gold Price
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Sources: team calculations, Polyus JORC (Proved and Probable) reserves 2019

APPENDIX 5. Gold reserves (JORC Proved & Probable) 
forecast
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