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Al Masane Al Kobra Mining 

Co. 
Unlocking the Kingdom’s mining potential, 

Initiate with a TP of SAR54/sh 

 
Being a pioneer in the mining industry based in Saudi Arabia’s Southern region, 

Amak has mastered the ore extraction process by way of adopting business 

processes to maximize critical mineral extraction in its areas of operations. Proximity 

to the Jizan port on the Red Sea significantly boosts the company’s operational 

efficiency. Going forward, we expect the firm copper prices to aid earnings growth. 

Furthermore, the forthcoming expansion at Moyeath is poised to increase the 

company's base metal processing capabilities by 50%, elevating its total base metal 

capacity to 1.2 million tons annually. The company is present in extracting minerals 

vital to the renewable energy framework. Also, demand for copper, zinc, gold and 

silver is set to go up at a stable pace. As the production capabilities go up, the 

company’s top line is expected to witness robust expansion in 2024. Thereafter we 

expect a steady high single digit growth in revenues. We opine that the company is 

fundamentally strong owing to its low debt profile, although in our view, the current 

multiples price in the earnings growth on account of the facility expansion. Hence, we 

initiate coverage on Amak with a target price of SAR54/sh implying a “Neutral” rating. 

Our detailed investment rationale is as follows. 

 

Reliance on varied minerals for revenue generation: Amak's revenue stream 

includes critical minerals such as copper, zinc, gold, and silver. Additionally, the 

company holds exploration licenses for nickel and associated minerals, enhancing 

prospects for diversification. Initially, revenue was primarily derived from copper and 

zinc concentrates, with precious metals contributing less than 20%. However, after 

the Guyan Mine's commissioning, revenue diversification improved, notably with the 

precious metal segment. With the upcoming commercial operations at the Moyeath 

orebody, copper production capacity is expected to increase by 50% and zinc by 

80%. Overall, diversification across multiple minerals reduces Amak’s exposure to 

any single commodity price fluctuation. 

Well positioned to ride copper price tailwinds: Global copper prices have surged 

due to supply disruptions caused by mine closures. Increasing demand for copper, 

driven by the adoption of electric vehicles and renewable energy sources, is further 

boosting prices. First Quantum's Cobre Panama mine closure, representing 1% of 

global production, exacerbates the supply shortage. Supply interruptions in Chile and 

Peru due to declining ore grades are also dampening supply growth projections. This 

scenario supports the continued upward momentum in copper prices. Furthermore, 

copper prices exhibit a strong correlation with the S&P 500, with a 93% correlation 

observed between 2018-2023. We anticipate the recovery in the global economy and 

interest rate cuts to fuel a growth higher than Bloomberg forecasts in the copper 

prices. We assume copper prices to compound at 2.7% over 2023-2030. Additionally, 

supply constraints and the growth narrative in renewables are expected to underpin 

the growth in prices. This coupled with robust production volumes and resilient prices, 

is likely to boost revenues from the copper concentrate segment for Amak.

(SARmn) 2023 2024E 2025E

Revenue 488 732 788

Revenue growth -16.3% 50.1% 7.6%

Gross profit 116 234 280

Gross margin 23.8% 32.0% 35.6%

EBIT 56 150 191

EBIT margin 11.6% 20.5% 24.2%

EBITDA 186 300 345

EBITDA margin 38.0% 40.9% 43.8%

Net profit 55 136 160

Net margin 11.2% 18.6% 20.4%

EPS 0.6 1.5 1.8

DPS 1.7 1.7 2.0

P/E (current) 95.0x 38.1x 32.3x

P/E (target) 89.0x 35.7x 30.3x

RoE 4.5% 11.3% 13.5%

 US$1.4bn 

Market Cap. 

       56.46% 

  Free Float 

          US$9.82mn 

Avg. Daily Value traded 
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Saudi Government’s push to reshape the mining landscape: The expansion of the mining 

sector plays a crucial role in diversifying the economy away from oil and gas, aligning with the 

objectives of Vision 2030. The mining industry in KSA is experiencing a significant 

transformation due to government initiatives aimed at fostering industry development through 

increased private and foreign investment and regulatory improvements. Anticipated untapped 

mineral reserves have nearly doubled from $1.3 trillion in 2016 to $2.5 trillion in 2023 based on 

the ongoing geological surveys. Arabian Shield which spans over 622,000 sq km is 

predominantly endowed with abundant mineral deposits. AMAK holds 12 active 

reconnaissance licenses covering all mineral potential areas within the Arabian Shield. 

Additionally, AMAK has applied for numerous exploration licenses for gold, base metals, and 

industrial minerals within the Arabian Shield. As a pioneering mining company in Saudi Arabia, 

AMAK is exploring new frontiers within promising areas of the Arabian Shield through 

greenfield explorations. This is broadly in synchronisation with the Kingdom's endeavours to 

uncover untapped mineral resources. 

Low leverage profile and High dividend paying ability: Amak is a low leverage and strong 

dividend play. The balanced debt profile of the company is complemented with its rich cash 

reserves and robust free cash flow generation. Furthermore, at the current juncture, there is no 

massive capex earmarked over the coming years and this shall be conducive to the company’s 

ability to undertake disciplined debt repayment coupled with high dividend payouts thereby 

supported by a strong balance sheet. 

Valuations: We value the company based on a blend of DCF and relative valuation 

methodology (P/E). The DCF approach, based on a 2.0% terminal growth rate and 10.44% 

WACC implies a target price of SAR54/sh. Using the P/E approach, we arrive at a target price 

of SAR53.5/sh at an implied multiple of 30x on 2025e EPS. We assign a high multiple as the 

earnings growth shall translate to a remarkable bottom-line growth for the company. An equally 

weighted mix of both the approaches implies a TP of SAR54/sh. Thus, we initiate coverage of 

the stock assigning a “Neutral” rating implying a downside of 6.3% at the current price. 
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Industry Overview 
The metal and mining sector has bounced back post the turmoil during the pandemic triggered 

by the price recovery led by the demand stimulus measures across the globe. In other note, 

mining is a strategic sector for the Saudi Government given the mineral-rich geological 

environment in the Kingdom. Historically, the mining sector’s contribution to GDP has been 

substantial to the north of 30%. Under the purview of National Industrial Development and 

Logistics Program, mining sector is crucial to growth. Going forward, the mining and metals 

sector is poised to emerge as the third cornerstone of the Saudi industrial foundation, 

leveraging the abundant mineral resources within the country. Moreover, the sector will be 

pivotal to the government’s broader objectives of diversifying the Kingdom beyond oil and gas. 

Expanding on the Kingdom’s remarkable growth in the manufacturing of primary, midstream 

and downstream metals and mineral products, the Government is determined in enhancing the 

mining sector’s impact and contribution to the economy. The growth in the mining sector shall 

underscore the Vision 2030 objectives of diversification and development of advanced 

industries encompassing automotive, aerospace, shipbuilding, machinery, etc. Aligned to the 

Vision 2030 objectives of tripling the mining sector’s contribution to the nation’s economic 

output by 2030, Saudi Arabia recently earmarked $182mn for mineral explorations besides 

unveiling the plan to award 30+ mining exploration licenses to international investors. Given 

the enormous amount of untapped mineral resources, there exists immense growth potential 

for the mining sector to emerge as a powerhouse in KSA. 

Figure 1 Mining Sector Contribution to Real GDP (%) Figure 2 Mining Sector GDP at Constant Prices (SAR bn) 

  
   Source: GASTAT, Al Rajhi Capital    Source: GASTAT, Al Rajhi Capital 

 

Mining enterprises are intricately intertwined with the energy transition, serving as both entities 

subject to new regulations and providers of essential minerals utilized in the manufacturing of 

electric vehicle batteries, solar panels, wind turbines, and various other products. The National 

Industrial Clusters Development Program (NICDP) have identified minerals critical to the 

development of automotive and construction industries. Copper and Zinc production have been 

highlighted as priority developments within the Minerals and Metals Processing cluster. We 

shed light on the generic industrial importance of key revenue generating minerals for Amak 

below- 

Copper- Copper plays a fundamental role in fostering the development of heavy industries 

across various sectors including automotive (especially in the currently emerging EV 

landscape), fertilizer, and battery production. Refined copper typically represents over 80% of 

global consumption, while the balance comes from copper scrap. 

 

Zinc- Zinc acts as a critical element in the construction sector for galvanising steel besides 

being useful in renewable energy transition with an accelerated adoption of wind turbines, solar 

panels, etc. 

 

41% 42% 42%
40% 39% 39% 39% 38% 38%

37% 36%
34%

36%

0%

5%

10%

15%

20%

25%

30%

35%

40%

45%

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

821 

930 
978 964 973 

1,018 1,047 1,010 1,039 1,005 
945 933 

1,081 

 -

 200

 400

 600

 800

 1,000

 1,200

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022



Al Masane Al Kobra Mining Co. 
Mining and Metals 
AMAK AB: Saudi Arabia  

14 March 2024 

   

Disclosures: Please refer to the important disclosures at the back of this report. 

5 

 

 

Gold- The thermal and electrical conductivity characteristics of gold render it as a highly 

sought after metal in the industrial and electronic fields, despite a significant portion of its end-

use demand originating from the jewellery sector. 

 

Silver- The corrosion-resistant attributes of silver make it a widely utilized metal in soldering 

and brazing within the electrical engineering sector, as well as in the production of crucial 

chemicals such as ethylene oxide and formaldehyde. 

 

Figure 3 Copper Demand by end-use (2020) Figure 4 Zinc Demand by end-use (2020) 

  
   Source: Company Data, Al Rajhi Capital    Source: Company Data, Al Rajhi Capital 

 

Figure 5 Gold Demand by end-use (2020) Figure 6 Zinc Demand by end-use (2020) 

  
   Source: Company Data, Al Rajhi Capital    Source: Company Data, Al Rajhi Capital 

 

 

Being a legacy player in the mining industry in KSA, Amak is well positioned in the mineral 

value chain to create a positive economic impact. Amak’s mineral portfolio comprises of 

minerals essential to fostering green energy transition. As the home country moves towards 

increasing adoption of clean energy, demand environment for critical minerals stands on a 

strong footing. 
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Company Overview 

Headquartered in Najran, Saudi Arabia, AMAK is a leading mining company specialising in 

base metal (copper and zinc concentrates) and precious metal (gold and silver) mining within 

Saudi Arabia. The company boasts of a strong niche in the Southern region (Asir-Najran) of 

KSA and is positioned to expand its mineral project presence in other areas of the Kingdom in 

the foreseeable future. The core operations of the company revolve around the extraction of 

metals in distinct commercial quantities and management of the Al Masane Mine and the 

Guyan Mine. The company is in process of starting commercial operations at the third orebody, 

Moyeath situated within the Al Masane Mine area (the other two being Saadah and Al Houra). 

Incorporated in 2008, the company commenced commercial production of copper and zinc 

concentrates at the Al Masane Mine in 2012 before being upgraded in 2016-17 to ramp up the 

production capacity beyond its designed capacity of 700,000 tpa. The Al Masane Mine is rich 

in copper and zinc concentrates yielding gold and silver dore as byproducts. The Guyan Mine 

which is positioned about 12km from the Al Masane Mine, was commissioned in 2020 with a 

designed capacity of 400,000 tpa specialising in the production of gold bars. 

In addition to the 3 mining resources, the company holds several exploration licenses with the 

Qatan Exploration license being one of the few. This permits the company to expand its 

portfolio by undertaking the extraction of nickel and other associated minerals. The exploration 

license pipeline paves way for extensive expansion in the exploration area for the company 

across the country. Moreover, the company has 123 identified targets to support its brownfield 

and greenfield expansion across 9 exploration licenses and 2 mining licenses.  

Mine Overview- 

Al Masane Mine- An underground mine located approximately 820km Southeast of Jeddah, 

68km North-West of Najran, and 220 kms East of Abha with close proximity to major regional 

airports in Abha and Najran besides being linked to the port of Jizan. Saadah and Al Houra are 

the two primary orebodies which produce superior quality copper and zinc concentrates further 

being processed to bullions (gold and silver dore) in a furnace.  

Guyan Mine- A surface pit gold mine located approximately 12km to the north-west of Al 

Masane Mine being rich in gold reserves which produces gold dore using gravity and carbon 

absorption processes. 

Al Masane Mine (Moyeath Orebody)- Located in the same mining camp of Al Masane, 

Moyeath orebody is expected to increase the base metal production capacity by 50% with a 

total of 1.2mn tonnes per year ramping up the output of base metals (50% incremental copper 

production capacity and 80% incremental zinc production capacity). Commencement of 

production in the Moyeath orebody may begin as soon as Q1 2024 thereby leading to 

significant rise in production volumes from 2024 onwards. 

 

Figure 7 Amak Co. Timeline 

 

Source: Company Data, Al Rajhi Capital 
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Business Model 
With a legacy of more than 15 years, Amak has processed more than 5 million tons of ore 

since its inception and has excavated more than 40 kms of tunnel underground and has been 

instrumental in tapping the potential in the hydrocarbon rich Saudi Mining Industry. The 

Company possesses an extensive area for exploration, development, and mining throughout 

the country, particularly in the southern region of Saudi Arabia. 

 

Coverage Area Footprint- The company’s exploration activities in the Al Masane Mine spans 

over 40 km2 and the Guyan Mining License and Guyan Exploration License covers a combined 

area of 87.96km2.  

 

Al Masane Mine- The Al Masane Mine and its processing facility extract copper and zinc 

concentrates from the volcanogenic massive sulphide ore deposits through the flotation 

method. 

In the Al Masane Mine, Amak Co. produces copper and zinc concentrates as the main product 

followed by gold and silver as by-products. Saadah and Al Houra are the two main orebodies 

in the Al Masane Mine at a depth of 100-400m below surface which produce the base and 

precious metals.  

Commencement of commercial production in the Al Masane mine dates to 2012. However, 

mining activities were stalled in 2015 owing to the correction in metal prices. Post the 

refurbishment in 2017, the mine experienced a consistent rise in output due to augmentation in 

efficiency. The crushed ore stockpile after being processed across several stages is made 

ready for dispatch to the warehouse at the port of Jizan for shipment to company’s customers.  

 

Production capacity- As per the company prospectus, the Al Masane Mine has an average 

feed grade of 0.7% copper and 3.5% zinc content. Moreover, gold and silver content have 

been estimated at 0.9 gram per tonne and 40 grams per tonne respectively.  

Simply put, the current production capacity is 21,190 dmt of copper and 41,190 dmt of zinc 

yearly. The yearly capacity for gold based on the latest reserve study is pegged at 12000 

ounces for Gold and 590000 ounces for silver. Moreover, the percentage extraction from the 

three ore bodies is constituted as 27% from Saadah, 36% from Al Houra and 37% from the 

Moyeath orebody. 

 

Figure 8 Processing Stages for the Crushed Ore Stockpile 

 

Source: Company Data, Al Rajhi Capital 

 

Guyan Mine- The Guyan Mine is a high-grade open pit undertaking commercial production 

since early 2021 onwards. The Jabal Guyan deposits at the Guyan Mine comprises two 

sectors: the North and South veins. Each vein is a gold bearing quartz mineralization which 

extends in a northwest to southeast direction. The length of the north vein mineralization is 

approximately 1430 metres, and the length of the south vein mineralization is approximately 

900 metres. 

 

Production capacity- As per the prospectus, the Guyan Mine has a resource gold grade of 3 

grams per tonne. Simply put, having throughput capacity of 400,000 tonnes per year, the 

company has the capacity to produce upto 40000 oz of gold per year. 
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Figure 9 Processing Stages for the Crushed Ore Stockpile 

 

Source: Company Data, Al Rajhi Capital  

 

Moyeath Expansion- The Moyeath orebody is an expansion of the Al Masane Mine. In terms 

of mineral quantities, it surpasses the other two orebodies in the Masane Mine with abundance 

of zinc and copper minerals. The commissioning of the Moyeath project is expected to prolong 

the life cycle of the Al Masane Mine beyond 10 years. The company anticipated a cost outlay 

of SAR304mn, a major part of which was funded through the IPO proceeds. The expected 

commissioning date is as early as Q1 2024 which shall significantly spur extraction volumes for 

Amak. 

Production Capacity- The expected processing capacity has been pegged at 350,000 tpa 

with core capacities of zinc at 32,952 dmt and 10,595 dmt of copper. 

 
Figure 10 Mine-Wise Capacity and Production Metrics 

 

Source: Company Data, Al Rajhi Capital; * dry metric tonnes 

 

Figure 11 Al Masane Mine per annum Capacity Breakdown  Figure 12 Guyan Mine per annum Capacity Breakdown 

  
   Source: Company Data, Al Rajhi Capital    Source: Company Data, Al Rajhi Capital 
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Revenue Composition 

AMAK’s revenues are sourced from the sale of extracted base and precious metals. To be 

precise, revenue is recognized upon transfer of control to customer contingent on the 

discharge at the destination port with the open market average metal prices acting as the 

reference point. Revenue recognition is subject to the contractual quotation period and the 

metal quality test mutually accepted by the buyer and the seller. 

Revenues are currently derived from the Al Masane Mine and Guyan Mine with the former 

contributing to a substantial part of the revenues. Segmental revenues can also be broken 

down by product between copper concentrate, zinc concentrates and precious metals.  

Historically, the revenues from copper and zinc concentrates were derived from the sale of 

main products in the Al Masane mine while the revenues form precious metals were primarily 

derived as by products from the extraction of copper and zinc. In addition to this, the sale of 

gold bullions extracted from the Guyan Mine also started contributing to the revenues from 

2021 onwards. Going forward, revenues shall also be driven from the Moyeath expansion with 

the anticipated ramp up in production capacity of base metals, both copper and zinc. 

 

Figure 13 Mine-wise Revenue Breakdown SARmn)  Figure 14 Mine-wise Revenue Composition (%) 

  
   Source: Company Data, Al Rajhi Capital    Source: Company Data, Al Rajhi Capital 

 

Figure 15 Product-wise Revenue Breakdown (SARmn)  Figure 16 Product-wise Revenue Composition (%) 

 
 

   Source: Company Data, Al Rajhi Capital    Source: Company Data, Al Rajhi Capital 
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Investment Rationale 
 

• Reliance on varied minerals for revenue generation-  

Amak’s revenue portfolio encompasses a list of critical minerals like copper, zinc, gold, and 

silver. Moreover, the company also possesses exploration licenses for extraction of nickel and 

associated minerals thereby solidifying the prospects for further diversification. Until the 

commencement of production in the Guyan mine, the revenues were primarily concentrated 

between copper and zinc concentrates with precious metals derived as by-products, 

contributing to less than 20% of revenues. Post the commissioning of the Guyan Mine, 

revenue diversification improved with increasing contribution from the precious metal segment. 

Going forward, as commercial operations begin in the Moyeath orebody, the company’s 

production capacity of copper is set to go up by 50% and that of zinc by 80%. As the company 

relies on varied minerals for revenue generation, there is limited concentration risk for a single 

metal and hence the diversified revenue stream reduces risk of exposure to a single 

commodity. 

Figure 17 Diversified Revenue Mix (2018-2030E*) 

 
Source: Company Data, Al Rajhi Capital; *ARC estimates 

 

• Well positioned to ride copper price tailwinds- 

Global supply disruptions owing to mine closures have bolstered the recent spike in copper 

prices. According to IEA reports copper demand is poised to witness a robust expansion due to 

acceleration in adoption of EVs and electricity grids. Growing demand from the energy sector 

is aligned with the transition to renewable sources and decreasing production around the world 

further exacerbates the situation. Canadian-owned First Quantum’s flagship open-pit copper 

mine Cobre Panama which accounts for 1% of the global mined volumes has been ordered 

mine closure which would create a supply gap for copper in the global copper market. Besides, 

plants in Chile and Peru are also undergoing interruptions in supply due to eroding ore grades 

thereby leading to muted supply growth guidance. Thus, global macros pave way for sustained 

tailwinds for the rally in copper prices. 

Moreover, we also note that trend in generic copper prices is significantly correlated to the 

movement in S&P 500 exhibiting a ~93% correlation between 2018-2023. We expect copper 

prices to compound at a rate faster than Bloomberg forecasts as we think lower interest rates 

and recovery in the global economy would push the prices higher. Looking at the copper 

supply constraints and the structural growth narrative in renewables we expect the rise in 

copper prices to be 3.5% higher than Bloomberg consensus estimates until 2027. Between 

2023-2030, we anticipate a CAGR of 2.7% in copper prices. Robust production quantities in 

copper and resilient prices would act as a catalyst for higher revenues from the copper 

concentrate segment for Amak. 
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Figure 18 LME Copper and Zinc Projected Prices (US$/mt) 

 
Source: Company Data, Al Rajhi Capital; * ARC estimates assuming premium to Bloomberg forecast prices 

 

Figure 19 Copper Concentrate (dry metric tonnes) Production Volume(2018-30E*) 

 
Source: Company Data, Al Rajhi Capital; * ARC estimates 

 

• Saudi Government’s push to reshape the mining landscape-  

The mining ecosystem in KSA is undergoing a paradigm shift driven by the Government’s 

initiatives to foster mining industry development through heightened private and foreign 

investment and enhanced regulations. The Kingdom is extremely wealthy in terms of mineral 

deposits across belts. Around 94% of the mineral belts are located in the Arabian Shield which 

spans over 622,00 sq km. Furthermore, the anticipated untapped mineral reserves in the 

country have almost doubled from $1.3 trillion in 2016 to $2.5 trillion in 2023 during the 

ongoing geological survey. The mining sector expansion acts as a cornerstone for 

diversification of the economy away from oil and gas as per Vision 2030 objectives. Vision 

2030 goals outline the potential of the sector to create about 219,000 new employment 

opportunities and elevate its contribution to the Kingdom's GDP to SAR 240 billion by the year 

2030.The Government is keen on encouraging foreign investment in mining as it is imperative 

for growth and hence has recently earmarked $182mn for mining exploration. 

AMAK possesses 12 active reconnaissance licenses covering all the mineral potential area 

within the Arabian Shield. It should be noted that reconnaissance projects undertaken by the 
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company are considered among the important new projects of the Company for evaluation of 

several minerals (gold, lead, zinc, silver, copper, nickel, iron ore and Industrial minerals) in 

various regions of the Kingdom, which include Riyadh, Hail, Al-Jawf, Al-Baha, Najran, Asir, 

Tabuk, Al-Qassim, the northern borders, Medina, Jizan and Makkah. It had also applied for 

numerous exploration licenses for gold and base metals and industrial minerals within the 

Arabian Shield. Being a pioneer mining company in Saudi Arabia, Amak is venturing into new 

frontiers within prospective areas of the Arabian Shield by way of greenfield explorations. 

Amak’s focus on Arabian Shield adequately aligns with the Kingdom’s efforts to discover 

untapped mineral endowments. 

 

Figure 20 AMAK Exploration Pipeline 

 
Source: Company Data, Al Rajhi Capital 

 

Figure 21 Mineral-rich Arabian Shield Outline 

 
Source: Res Sea Coastal Geology, Al Rajhi Capital 
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• Low leverage profile and High dividend paying ability-  

The company’s capital allocation policies have been prudent enough to keep the leverage 

levels under check. Moreover, the Moyeath expansion with as estimated capex outlay of 

SAR304mn was primarily funded through IPO proceeds aiding the company to maintain the 

low levered balance sheet. Given the current exploration pipeline, the company is adequately 

positioned to undertake debt repayment. Moreover, the robust cash flow profile of the company 

underscores the company’s ability to consistently pay high dividends. Despite being in a capex 

intensive business, the company has been resilient in managing its debt levels. 
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Valuation and Key Risks 

We value the company using an equally weighted mix of DCF and relative valuation 

methodologies. We believe the growth outlook for the company shall be steady owing to the 

company’s concentration in critical minerals and given the Government’s thrust on the mining 

sector under the purview of Vision 2030. The DCF approach uses a 2.0% terminal growth rate 

at a 10.44% WACC implying a target price of SAR54/sh. The company doesn’t have an 

optimal capital structure as the weight of debt is on the lower side and hence this justifies the 

higher WACC being used for valuation. On the other hand, the relative valuation methodology 

is based on the P/E approach at a multiple of 30x on the expected EPS of 2025 implying a 

target price of SAR53.5/sh. We assign a multiple of 30x based on the company’s strong 

financials, low debt profile and because of mining being a prospering industry in the country. 

Furthermore, owing to global electrification needs, the anticipated copper supply gap makes a 

compelling case for a high multiple. We expect EPS would almost double from SAR1.40/sh in 

FY22 to SAR2.69/sh by FY28. Moreover, top-line growth is expected to translate to bottom-line 

margin expansion on account of a lean cost structure. Thus, the implied target price based on 

an equal blend of both the methodologies is SAR54/sh. Hence, we initiate coverage on Amak 

with a “Neutral” rating on the stock implying a downside of 6.3% at the current market price. 

 

Figure 22 Valuation 

 
Source: Al Rajhi Capital; 

 
Figure 23 Sensitivity Analysis 

 
Source: Al Rajhi Capital 

 

 

Key Risks:  

1. Downside risk in commodity prices to hurt revenues. 

2. Operational difficulties, breakdown of mechanical equipment, etc to hinder production 

volumes. 

3. Lower than measured volume of ore reserves to impact profitability. 

4. Geopolitical and regulatory risks post threat to the business-as-usual operations. 

 

 

 

 

 

Valuation Methodology Fair Value (SAR) Weightage Weighted value per share (SAR)

DCF 54 50% 27

Relative Valuation (PE) 53 50% 27

Fair Value (SAR) 54.0

Current Price (SAR) 57.6

Upside (%) -6.3%

1.5% 1.8% 2.0% 2.3% 2.5%

9.9% 55 56 57 59 60

10.2% 53 54 56 57 58

10.4% 52 53 54 55 57

10.7% 50 51 52 54 55

10.9% 49 50 51 52 53

Terminal Growth

WACC
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Financial Assumptions 

Revenue analysis: Amak reported a 5-year revenue CAGR of ~13% between 2018 to 2023. 

We expect the company’s revenues is slated to compound at a double digit CAGR (~10.8%) 

over the next 7 years (2023-2030E). Much of the revenue growth is expected to be frontloaded 

in 2024 on the back of the commissioning of the Moyeath project which would lead to a one-off 

spike in the quantity of base minerals extracted. Thereafter we expect the growth to normalise 

to single digit owing to the stable growth in production volumes aided by the expected rise in 

commodity prices. The company generates revenues from a diversified mineral portfolio 

encompassing copper, zinc, gold and silver. Amak’s revenues are primarily determined by the 

volume of payable metal in the concentrate produced based on the prices at which the 

concentrates are sold. For the purpose of revenue projection, we use the Bloomberg forward 

curve for expected gold and silver prices. However, for copper and zinc prices, our projected 

prices vary from Bloomberg consensus as we reckon that the rebound in global economy will 

drive the fair values for copper and zinc higher than expected. Moreover, the demand outlook 

for copper looks well poised owing to its critical role in the renewable energy space and the 

anticipated deficit in global copper supply owing to supply disruptions shall support prices. 

Hence, the company is poised to grow at a modest but steady pace taking into account its core 

operating portfolio. 

Cost analysis: The company’s cost breakdown implies that a large proportion of the costs are 

attributed to depreciation, employee salaries, power costs and raw utilities consumed. In our 

view, as the company’s production capabilities expand, the company is set to benefit from 

economies of scale. As the Moyeath orebody is located within the Al Masane Mine, we 

envisage several cost benefits to accrue from the vicinity. Hence, going forward the growth in 

cost of sales would be relatively lower as compared to the growth in sales. 

Margins: As economies of scale start to materialise with escalation in capacities, we expect 

Amak to witness margin improvement. We reckon that the gross margins would consistently 

improve in the medium-long term thereby going back to the levels of 2021 by 2030. 

Consequently, operating margins would also see an uptick in line with the increase in gross 

margins. As the company has no major upcoming expansion as of now other than the Moyeath 

facility, we expect the company to undertake significant debt repayment over the coming years 

which would lead to lower financing burden thereby aiding net margin expansion. 

Balance Sheet: Amak’s strong balance sheet positions it to pursue robust growth in 

profitability metrics over the coming years. The company is rich in cash reserves and is not 

heavily burdened with debt. We believe the company is poised to generate strong free cash 

flows going forward thereby creating room for deleveraging and enhanced dividend payouts in 

the medium-long term. Therefore, the company shall adequately reward its shareholders owing 

to its solid cash flows and balance sheet strength.  

Figure 24 Amak Revenue Projection (SARmn) Figure 25 Revenue Construct Evolution (2022-2030E) 

 
 

   Source: Company Data, Al Rajhi Capital, ARC estimates    Source: Company Data, Al Rajhi Capital, ARC estimates 
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Figure 26 Zinc & Copper Prices Evolution (2022-2030E) ($/mt) Figure 27 Gold & Silver Prices Evolution (2022-2030E*) ($/oz) 

  

   Source: Company Data, Al Rajhi Capital, **ARC estimates assuming premium to BBG forecast    Source: Company Data, Al Rajhi Capital, *BBG forward curve 

 

Figure 28 Margin Profile (2022-2030E*)  Figure 29 ROA and ROE (%) (2022-2030E*)  

  

   Source: Company Data, Al Rajhi Capital, *ARC estimates    Source: Company Data, Al Rajhi Capital, *ARC estimates 

 

Figure 30 Al Masane Mine Production Volumes (2022-2030E*)  Figure 31 Moyeath Orebody Production Volumes (2022-2030E*)  

  
   Source: Company Data, Al Rajhi Capital, *ARC estimates ex Moyeath orebody    Source: Company Data, Al Rajhi Capital, *ARC estimates  
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Key Financials 

 
Figure 32 Income Statement 

 
Source: Company Data, Al Rajhi Capital 

 
Figure 33 Cash Flow Statement 

 
Source: Company Data, Al Rajhi Capital 

 
Figure 34 Key Ratios 

 
Source: Company Data, Al Rajhi Capital 
 

 

 

 

 

 

 

 

 

 

 

(SAR mn) 2022 2023E 2024E 2025E 2026E 2027E

Sales 583 488 732 788 830 872

Cost of Sales (374) (372) (498) (508) (517) (525)

% of revenues 64.2% 76.2% 68.0% 64.4% 62.3% 60.1%

Gross Income 208 116 234 280 313 348

Selling and marketing expenses (25) (16) (27) (29) (31) (31)

General and Administrative expenses (40) (44) (56) (60) (64) (67)

% of revenues 11.1% 12.2% 11.4% 11.4% 11.4% 11.3%

ECL Provision 0 0 0 0 0 0

Operating Expenses (64) (59) (84) (90) (95) (99)

% of revenues 11.1% 12.2% 11.4% 11.4% 11.4% 11.3%

Operating Income 144 56 150 191 218 249

Financial costs (12) (8) (9) (12) (9) (6)

Other income 11 12 10 0 0 0

Profit before tax 143 60 151 178 209 243

Zakat & Tax (16) (6) (15) (18) (21) (24)

Net Profit Before Unusual Items 126 55 136 160 188 219

Non-controlling interest 0 0 0 0 0 0

Net Income 126 55 136 160 188 219

EPS (SAR/sh) 1.40 0.61 1.51 1.78 2.09 2.43

(SAR mn) 2022 2023E 2024E 2025E 2026E 2027E

Cash from operations 139.9 291.2 163.5 295.0 324.8 379.4

Cash from investing -146.0 -398.4 -99.4 -104.0 -108.8 -113.8 

Cash from financing 312.8 -163.2 -74.6 -114.8 -208.2 -238.7 

Net change in cash and cash equivalents 306.7 -270.5 -10.5 76.2 7.8 26.9

Cash and cash equivalents, end of the period 381.4 110.9 100.4 176.7 184.4 211.3

Key metrics 2022 2023E 2024E 2025E 2026E 2027E

Current ratio 4.3x 2.9x 2.8x 2.8x 3.0x 3.2x

Gross margin (%) 35.8% 23.8% 32.0% 35.6% 37.7% 39.9%

EBITDA margin (%) 43.5% 38.0% 40.9% 43.8% 44.6% 45.6%

Operating margin (%) 24.7% 11.6% 20.5% 24.2% 26.3% 28.6%

Net margin (%) 21.7% 11.2% 18.6% 20.4% 22.7% 25.1%

ROA 8.2% 3.8% 8.9% 10.1% 12.0% 14.0%

ROE 10.4% 4.5% 11.3% 13.5% 15.8% 18.4%



Al Masane Al Kobra Mining Co. 
Mining and Metals 
AMAK AB: Saudi Arabia  

14 March 2024 

   

Disclosures: Please refer to the important disclosures at the back of this report. 

18 

 

 

Figure 35 Balance Sheet 

 
Source: Company Data, Al Rajhi Capital 

 

(SAR mn) 2022 2023E 2024E 2025E 2026E 2027E

Assets

Mine properties 341 638 622 604 594 590

Property and Equipment 396 374 340 308 275 244

Right of use assets 9 2 2 2 2 2

Long term deposits 0 0 0 0 0 0

Deferred tax 29 29 29 29 29 29

Total non-current assets 434 405 371 338 306 275

Inventories 83 101 130 132 135 129

Trade and other receivables 162 130 181 194 223 215

Prepayments and advances 147 70 132 142 133 140

Cash and cash equivalents 381 111 100 177 184 211

Total current assets 773 411 542 645 674 695

Total Assets 1,548 1,454 1,535 1,588 1,574 1,560

Liabilities

Employee benefit obligations 11 14 17 20 24 27

Loans and Borrowings 105 43 83 111 102 93

Non current portion of lease liabilities 2 1 1 1 1 1

Provision for mine closure asset 30 32 32 32 32 32

Total non-current liabilities 149 90 134 165 160 154

Loans and borrowings 103 67 102 136 125 114

Lease liabilities 1 1 1 1 1 1

Trade and other payables 27 46 52 53 54 55

Accruals and other non-financial liabilities 29 22 33 35 37 39

Provision for zakat and income tax 14 5 5 5 5 5

Provision form severance fees 6 2 2 2 2 2

Total current liabilities 179 144 195 232 224 216

Shareholders' equity

Share capital 660 900 900 900 900 900

Share based compensation expense 0 6 6 6 6 6

Share premium 509 269 269 269 269 269

Statutory reserve 32 0 0 0 0 0

Treasury shares (16) (15) (15) (15) (15) (15)

Retained earnings 35 61 48 32 32 32

Equity attributable to shareholders of the Parent Company 1,220 1,220 1,207 1,191 1,191 1,191

Total Liabilities 1,548 1,454 1,535 1,588 1,574 1,560
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    IMPORTANT DISCLOSURES FOR U.S. PERSONS 
This research report was prepared by Al Rajhi Capital (Al Rajhi), a company authorized to engage in securities activities in Saudi Arabia.  Al Rajhi is not a registered broker-dealer in the United States and, therefore, is not subject to 

U.S. rules regarding the preparation of research reports and the independence of research analysts. This research report is provided for distribution to “major U.S. institutional investors” in reliance on the exemption from 

registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”).  

Under no circumstances should any recipient of this research report effect any transaction to buy or sell securities or related financial instruments through Al Rajhi.  

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry Regulatory Authority (“FINRA”) and, therefore, may not be subject to applicable restrictions 

under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research analyst account. 

Additional Disclosures 

This research report is for distribution only under such circumstances as may be permitted by applicable law.  This research report has no regard to the specific investment objectives, financial situation or particular needs of any 

specific recipient, even if sent only to a single recipient.  This research report is not guaranteed to be a complete statement or summary of any securities, markets, reports or developments referred to in this research report.  

Neither Al Rajhi nor any of its directors, officers, employees or agents shall have any liability, however arising, for any error, inaccuracy or incompleteness of fact or opinion in this research report or lack of care in this research 

report’s preparation or publication, or any losses or damages which may arise from the use of this research report. 

Al Rajhi may rely on information barriers, such as “Chinese Walls” to control the flow of information within the areas, units, divisions, groups, or affiliates of Al Rajhi. 

Investing in any non-U.S. securities or related financial instruments (including ADRs) discussed in this research report may present certain risks.  The securities of non-U.S. issuers may not be registered with, or be subject to the 

regulations of, the U.S. Securities and Exchange Commission.  Information on such non-U.S. securities or related financial instruments may be limited. Foreign companies may not be subject to audit and reporting standards and 

regulatory requirements comparable to those in effect within the United States. 

The value of any investment or income from any securities or related financial instruments discussed in this research report denominated in a currency other than U.S. dollars is subject to exchange rate fluctuations that may have 

a positive or adverse effect on the value of or income from such securities or related financial instruments.   

Past performance is not necessarily a guide to future performance and no representation or warranty, express or implied, is made by Al Rajhi with respect to future performance.  Income from investments may fluctuate.  The price 

or value of the investments to which this research report relates, either directly or indirectly, may fall or rise against the interest of investors.  Any recommendation or opinion contained in this research report may become 

outdated as a consequence of changes in the environment in which the issuer of the securities under analysis operates, in addition to changes in the estimates and forecasts, assumptions and valuation methodology used herein.   

No part of the content of this research report may be copied, forwarded or duplicated in any form or by any means without the prior consent of Al Rajhi and Al Rajhi accepts no liability whatsoever for the actions of third parties in 

this respect. This research document has been prepared by Al Rajhi Capital Company (“Al Rajhi Capital”) of Riyadh, Saudi Arabia. It has been prepared for the general use of Al Rajhi Capital’s clients and may not be redistributed, 

retransmitted or disclosed, in whole or in part, or in any form or manner, without the express written consent of Al Rajhi Capital. Receipt and review of this research document constitute your agreement not to redistribute, 

retransmit, or disclose to others the contents, opinions, conclusion, or information contained in this document prior to public disclosure of such information by Al Rajhi Capital. The information contained was obtained from various 

public sources believed to be reliable but we do not guarantee its accuracy. Al Rajhi Capital makes no representations or warranties (express or implied) regarding the data and information provided and Al Rajhi Capital does not 

represent that the information content of this document is complete, or free from any error, not misleading, or fit for any particular purpose. This research document provides general information only. Neither the information nor 

any opinion expressed constitutes an offer or an invitation to make an offer, to buy or sell any securities or other investment products related to such securities or investments. It is not intended to provide personal investment 

advice and it does not take into account the specific investment objectives, financial situation and the particular needs of any specific person who may receive this document. 

Investors should seek financial, legal or tax advice regarding the appropriateness of investing in any securities, other investment or investment strategies discussed or recommended in this document and should understand that 

statements regarding future prospects may not be realized. Investors should note that income from such securities or other investments, if any, may fluctuate and that the price or value of such securities and investments may rise 

or fall. Fluctuations in exchange rates could have adverse effects on the value of or price of, or income derived from, certain investments. Accordingly, investors may receive back less than originally invested. Al Rajhi Capital or its 

officers or one or more of its affiliates (including research analysts) may have a financial interest in securities of the issuer(s) or related investments, including long or short positions in securities, warrants, futures, options, 

derivatives, or other financial instruments. Al Rajhi Capital or its affiliates may from time to time perform investment banking or other services for, solicit investment banking or other business from, any company mentioned in this 

research document. Al Rajhi Capital, together with its affiliates and employees, shall not be liable for any direct, indirect or consequential loss or damages that may arise, directly or indirectly, from any use of the information 

contained in this research document.  

This research document and any recommendations contained are subject to change without prior notice. Al Rajhi Capital assumes no responsibility to update the information in this research document. Neither the whole nor any 

part of this research document may be altered, duplicated, transmitted or distributed in any form or by any means. This research document is not directed to, or intended for distribution to or use by, any person or entity who is a 

citizen or resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or which would subject Al Rajhi Capital or any of its affiliates to any 

registration or licensing requirement within such jurisdiction.
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Disclaimer 

This research document has been prepared by Al Rajhi Capital Company (“Al Rajhi Capital”) of Riyadh, Saudi Arabia. It has been prepared for the general use of Al Rajhi Capital’s clients and may not be redistributed, retransmitted 
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sources believed to be reliable but we do not guarantee its accuracy. Al Rajhi Capital makes no representations or warranties (express or implied) regarding the data and information provided and Al Rajhi Capital does not 

represent that the information content of this document is complete, or free from any error, not misleading, or fit for any particular purpose. This research document provides general information only. Neither the information nor 

any opinion expressed constitutes an offer or an invitation to make an offer, to buy or sell any securities or other investment products related to such securities or investments. It is not intended to provide personal investment 

advice and it does not take into account the specific investment objectives, financial situation and the particular needs of any specific person who may receive this document. 

Investors should seek financial, legal or tax advice regarding the appropriateness of investing in any securities, other investment or investment strategies discussed or recommended in this document and should understand that 

statements regarding future prospects may not be realized. Investors should note that income from such securities or other investments, if any, may fluctuate and that the price or value of such securities and investments may rise 

or fall. Fluctuations in exchange rates could have adverse effects on the value of or price of, or income derived from, certain investments. Accordingly, investors may receive back less than originally invested. Al Rajhi Capital or its 

officers or one or more of its affiliates (including research analysts) may have a financial interest in securities of the issuer(s) or related investments, including long or short positions in securities, warrants, futures, options, 
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contained in this research document.  

This research document and any recommendations contained are subject to change without prior notice. Al Rajhi Capital assumes no responsibility to update the information in this research document. Neither the whole nor any 

part of this research document may be altered, duplicated, transmitted or distributed in any form or by any means. This research document is not directed to, or intended for distribution to or use by, any person or entity who is a 

citizen or resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or which would subject Al Rajhi Capital or any of its affiliates to any 
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Explanation of Al Rajhi Capital’s rating system 
Al Rajhi Capital uses a three-tier rating system based on absolute upside or downside potential for all stocks under its coverage except financial stocks and those few other companies not compliant with Islamic Shariah law: 

"Overweight": Our target price is more than 10% above the current share price, and we expect the share price to reach the target on a 12 month time horizon. 

"Neutral": We expect the share price to settle at a level between 10% below the current share price and 10% above the current share price on a 12 month time horizon. 

"Underweight": Our target price is more than 10% below the current share price, and we expect the share price to reach the target on a 12 month time horizon. 

"Target price": We estimate target value per share for every stock we cover. This is normally based on widely accepted methods appropriate to the stock or sector under consideration, e.g. DCF (discounted cash flow) or SoTP (sum 

of the parts) analysis. 

Please note that the achievement of any price target may be impeded by general market and economic trends and other external factors, or if a company’s profits or operating performance exceed or fall short of our expectations. 
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