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Gemfields has entered into a binding contract with 
Consulmet to construct an additional processing plant 
Montepuez Ruby Mine for $70m (previously budgeted 
$60m). This will triple the existing processing capacity, 
allowing MRM to process its sizeable stockpile and other 
lower-grade deposits. Company has previously flagged an 
18 month payback from when it becomes operational, and 
that the plant will be funded from existing cash resources.

Gemfields commits to investment as region stabilises
The company had previously paused investment on a second processing 
plant due to insurgency action in the region (Gemfields (BUY, TP 28p) - 
Operations restart at Montepuez). However, industry confidence there has 
slowly improved (e.g. gas majors, Total and Exxon, are returning to area). We 
are raising capex in our model to new guidance of $60-70m, while lowering 
our discount rate for the Mozambique operations from 25% to 20% (Kagem 
remains at 12.5%). This raises our price target to 29p.

Figure 1: NPV Summary

Effective Discount NPV NPV % Group
Interest Rate US$M £/shr %

Montepuez 75.0% 20.0% $148 £0.09 39%
Kagem 75.0% 12.5% $158 £0.10 42%
Faberge 100.0% 10.0% $32 £0.02 9%
Sedibelo 6.5% $38 £0.02 10%
Corporate & other 100.0% 10.0% -$3 (£0.00)
Net cash / (debt) $105 £0.06
 Group Totals $477 £0.29
 P/NAV 0.53
Upside/(downside) 87%

Source: Liberum
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Stock performance

Summary financials & valuation ($m)

Calendar year

EV (CY) 22A 23E 24E 25E
Market Cap 246 246 246 246
Net Debt/(Cash) (104.5) (98.7) (89.1) (44.7)
Pension & other adj. 90.6 99.3 109.5 118.9
EV 232 246 266 320

 

Valuation (CY) 22A 23E 24E 25E
P/E (x) 4.2 4.7 4.0 4.3
Div Yield (%) 21.0 13.7 14.8 16.0
EV/Sales (x) 0.7 0.9 0.9 0.9
EV/EBITDA (x) 1.4 1.8 1.8 2.0
EV/EBIT (x) 2.0 2.3 2.1 2.8
FCFe Yield (%) 37.6 16.9 10.3 (2.7)
Price / book (x) 0.5 0.5 0.5 0.5

 

Financial year (December year end)

Financials (FY) 22A 23E 24E 25E
Sales 341 289 288 374
EBITDA 167 134 151 160
EBIT 117 108 125 116
EBIT Margin (%) 34.2 37.4 43.3 31.0
Net Interest (1.9) (0.5) 0.2 0.3
PBT 115 107 125 116
FD EPS ($) 0.0 0.0 0.0 0.0
DPS (p) 3.3 2.2 2.3 2.5
Net Debt/(Cash)* (104.5) (98.7) (89.1) (44.7)
Net Debt/(Cash)** (104.5) (98.7) (89.1) (44.7)
Net Debt*/EBITDA (x) (0.6) (0.7) (0.6) (0.3)
Net Debt*/MktCap (x) (0.4) (0.4) (0.4) (0.2)

 

Source: Liberum, Bloomberg
All numbers are on a post IFRS 16 basis unless 
stated. * Including leases. ** Excluding leases

https://research.liberum.com/view/7C0A2927-6B93-4ACE-8299-0F51567EE98E?uid=bb729e93-1260-49f4-9465-dd5acd9cf083&jobRef=da51f60e-8503-45f5-8401-3132c6907f61
https://research.liberum.com/view/7C0A2927-6B93-4ACE-8299-0F51567EE98E?uid=bb729e93-1260-49f4-9465-dd5acd9cf083&jobRef=da51f60e-8503-45f5-8401-3132c6907f61
https://www.reuters.com/business/energy/totalenergies-prepares-mozambique-lng-restart-2023-05-23/
https://www.worldoil.com/news/2023/7/11/exxonmobil-s-mozambique-lng-project-on-track-for-approval-in-2025/
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Financial model

Figure 2: Income statement ($m)

December year-end 2019A 2020A 2021A 2022A 2023E 2024E 2025E 2026E
Total sales 212.6 34.7 258.1 341.1 288.6 287.9 374.4 394.2
Sales growth (%) 3.1 (83.7) 644.5 32.2 (15.4) (0.2) 30.0 5.3
Gross margin (%) 38.0 (86.8) 51.6 49.0 46.5 52.4 42.7 42.8
Cost of sales (131.8) (64.7) (125.0) (173.9) (154.3) (137.1) (214.7) (225.5)
Gross profit 80.9 (30.1) 133.1 167.2 134.3 150.8 159.7 168.7
Operating expenses 0.0 0.0 0.0 0.0 0.0 0.0 1.0 2.0
Administrative expenses 0.0 0.0 0.0 0.0 0.0 0.0 1.0 2.0
Share based payments 0.0 0.0 0.0 0.0 0.0 0.0 1.0 2.0
Underlying EBITDA 80.9 (30.1) 133.1 167.2 134.3 150.8 159.7 168.7
Depreciation 20.5 32.7 27.6 35.9 26.5 26.1 43.6 43.6
Amortisation (not acquired) 0.0 0.0 0.0 0.0 0.0 0.0 1.0 2.0
Underlying EBIT (pre JVs) 71.9 (93.4) 107.9 116.5 107.8 124.8 116.2 125.2
EBIT (pre JVs) margin (%) 33.8 (269.4) 41.8 34.2 37.4 43.3 31.0 31.8
     Revenue 0.0 0.0 0.0 0.0 0.0 0.0 1.0 2.0
     PBT 0.0 0.0 0.0 0.0 0.0 0.0 1.0 2.0
     Tax 0.0 0.0 0.0 0.0 0.0 0.0 1.0 2.0
     JV post tax profit 0.0 0.0 0.0 0.0 0.0 0.0 1.0 2.0
JV contribution 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Profit on disposal 0.0 0.0 0.0 0.0 0.0 0.0 1.0 2.0
Underlying EBIT 71.9 (93.4) 107.9 116.5 107.8 124.8 116.2 125.2
EBIT Margin (%) 33.8 (269.4) 41.8 34.2 37.4 43.3 31.0 31.8
Amortisation of acquired intangibles 0.0 0.0 0.0 0.0 0.0 0.0 1.0 2.0
Exceptional / extraordinary costs 0.0 0.0 0.0 0.0 0.0 0.0 1.0 2.0
Reported EBIT 71.9 (93.4) 107.9 116.5 107.8 124.8 116.2 125.2
Non-operating exceptional costs 0.0 0.0 0.0 0.0 0.0 1.0 2.0 3.0
     Interest income (6.6) (2.8) (0.1) 0.5 0.9 0.9 0.6 0.5
     Interest costs (4.1) (3.0) (3.1) (2.4) (1.4) (0.7) (0.3) (0.3)
     Pension credit / (cost) 0.0 0.0 0.0 0.0 0.0 1.0 2.0 3.0
Net Interest (10.7) (5.8) (3.2) (1.9) (0.5) 0.2 0.3 0.2
Underlying PBT 61.2 (99.2) 104.7 114.7 107.3 125.0 116.5 125.4
Reported PBT 61.2 (99.2) 104.7 114.7 107.3 125.0 116.5 125.4
     Underlying tax rate (%) 0.0 0.0 0.0 0.0 0.0 0.0 100.0 200.0
     Exceptional tax rate (%) 0.0 0.0 0.0 0.0 0.0 0.0 100.0 200.0
Reported tax rate (%) (46.2) (6.0) (39.5) (35.2) (35.0) (35.0) (35.0) (35.0)
     Underlying tax 0.0 0.0 0.0 0.0 0.0 0.0 1.0 2.0
     Exceptional tax 0.0 0.0 0.0 0.0 0.0 0.0 1.0 2.0
Reported tax (28.2) 6.0 (41.4) (40.4) (37.6) (43.7) (40.8) (43.9)
Underlying PAT 32.9 (93.2) 63.3 74.3 69.7 81.2 75.7 81.5
Discontinued operations (net) 0.0 0.0 0.0 0.0 0.0 0.0 1.0 2.0
Profit on disposal 0.0 0.0 0.0 0.0 0.0 0.0 1.0 2.0
Reported PAT 0.0 0.0 0.0 0.0 0.0 0.0 1.0 2.0
Preference dividends 0.0 0.0 0.0 0.0 0.0 0.0 1.0 2.0
Minorities 84.7 70.4 79.7 90.6 99.3 109.5 118.9 129.1
Underlying net income 32.9 (93.2) 63.3 74.3 69.7 81.2 75.7 81.5
Reported net income 24.6 (82.3) 48.4 56.8 52.3 60.9 56.8 61.1
Weighted average number of shares (basic) (m) 1,289.6 1,169.0 1,224.7 1,184.2 1,224.7 1,224.7 1,224.7 1,224.7
Weighted average number of shares (diluted) (m) 0.0 0.0 0.0 0.0 0.0 0.0 1.0 2.0
Number of shares at period end (basic) (m) 0.0 0.0 0.0 0.0 0.0 0.0 1.0 2.0
Underlying EPS (basic) ($) 1.9 (7.0) 4.0 4.8 4.3 5.0 4.6 5.0
     Underlying EPS (basic) growth (%) (140.6) (468.0) (156.1) 21.4 (10.9) 16.5 (6.8) 7.7
Underlying EPS (diluted) ($) 0.0 (0.1) 0.0 0.0 0.0 0.0 0.0 0.0
     Underlying EPS (diluted) growth (%) (140.6) (468.0) (156.1) 21.4 (10.9) 16.5 (6.8) 7.7
Pro-forma EPS (diluted) ($) 0.0 0.0 0.0 0.0 0.0 0.0 1.0 2.0
DPS (Ordinary) (p) 0.0 0.0 1.2 3.3 2.2 2.3 2.5 2.7
DPS (Total) (p) 0.0 0.0 1.2 3.3 2.2 2.3 2.5 2.7
     Dividend growth (%) n.a. n.a. n.a. 167.1 (34.5) 7.8 8.5 8.5
     Dividend cover (x) n.a. n.a. 2.5 1.1 1.5 1.7 1.4 1.4
 

Source: Liberum
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Figure 3: Cash flow statement ($m)

December year-end 2019A 2020A 2021A 2022A 2023E 2024E 2025E 2026E
Reported EBIT 71.9 (93.4) 107.9 116.5 107.8 124.8 116.2 125.2
Profit in associates (2.6) 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Depreciation 20.5 32.7 27.6 35.9 26.5 26.1 43.6 43.6
Amortisation 0.0 0.0 0.0 0.0 0.0 0.0 1.0 2.0
Loss / (profit) on sale of PPE 0.0 0.0 0.0 0.0 0.0 0.0 1.0 2.0
Share based payments 1.7 0.9 0.0 0.0 0.0 0.0 0.0 0.0
Increase/(Decrease) in provisions 0.0 0.0 0.0 0.0 0.0 0.0 1.0 2.0
Loss / (Gain) on business disposal 0.0 0.0 0.0 0.0 0.0 0.0 1.0 2.0
Other 0.0 0.0 0.0 0.0 0.0 0.0 1.0 2.0
Operating cash flows before movements in working capital 0.0 0.0 0.0 0.0 0.0 0.0 1.0 2.0
     (Increase) / decrease in inventories (11.5) (6.2) 2.0 5.2 0.7 (0.5) (63.4) (8.8)
     (Increase) / decrease in receivables (21.8) 49.8 (51.1) (16.1) (5.3) (7.1) (35.4) (7.8)
     (Decrease) / increase in payables 7.6 (18.2) 21.8 5.0 0.5 0.2 25.7 3.6
(Increase) / decrease in working capital (25.7) 25.5 (27.3) (5.9) (4.1) (7.4) (73.0) (13.1)
Cash generated by operations 46.4 (5.2) 107.9 159.3 131.1 144.3 87.3 156.1
Tax paid (9.7) (15.0) (9.7) (39.8) (37.6) (43.7) (40.8) (43.9)
Net cash flow from operating activities 36.7 (20.2) 98.1 119.5 93.5 100.6 46.5 112.3
     Purchase of PPE (27.8) (5.6) (8.0) (27.8) (43.3) (65.2) (43.6) (36.6)
     Purchase of other intangibles 0.0 0.0 0.0 0.0 0.0 0.0 1.0 2.0
     Disposals 0.0 0.0 0.0 0.0 0.0 0.0 1.0 2.0
Net capex (27.8) (5.6) (8.0) (27.8) (43.3) (65.2) (43.6) (36.6)
Dividends from associates 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Movement in short term investments 0.0 0.0 0.0 0.0 0.0 0.0 1.0 2.0
Acquisitions 32.7 (0.5) 1.1 (6.3) 0.0 0.0 0.0 0.0
(Investments) / disposals of associates 0.0 0.0 0.0 0.0 0.0 0.0 1.0 2.0
Net cash flow from investing activities (1.9) (13.2) (17.4) (41.0) (43.3) (65.2) (43.6) (36.6)
Net interest received / (paid) 0.8 0.4 0.1 0.5 0.0 0.0 0.0 0.0
Equity dividends paid 0.0 0.0 0.0 (40.0) (46.0) (34.1) (37.5) (41.3)
Share issues / (repurchases) 0.0 0.0 0.0 0.0 0.0 0.0 1.0 2.0
Increase / (decrease) in borrowings 0.0 0.0 0.0 0.0 0.0 0.0 1.0 2.0
Net cash flow from financing activities (19.6) (1.1) (26.0) (55.5) (62.1) (50.5) (47.2) (51.7)
Increase in cash and cash equivalents 15.2 (34.4) 54.8 23.0 (11.8) (15.1) (44.4) 23.9
(Increase) / decrease in borrowings 0.0 0.0 0.0 0.0 0.0 0.0 1.0 2.0
Repayment of finance leases 0.0 0.0 0.0 0.0 0.0 0.0 1.0 2.0
Exchange / other 0.0 0.0 0.0 0.0 0.0 0.0 1.0 2.0
(Increase) / decrease in net debt 0.0 0.0 0.0 0.0 0.0 0.0 1.0 2.0
Net cash / (debt) (start) 25.4 (12.6) 63.0 104.5 98.7 89.1 44.7 68.6
Net cash / (debt) (end) including leases 25.4 (12.6) 63.0 104.5 98.7 89.1 44.7 68.6
 

Source: Liberum



Gemfields
07 August 2023

4

Figure 4: Balance sheet ($m)

December year-end 2019A 2020A 2021A 2022A 2023E 2024E 2025E 2026E
Goodwill 0 0 0 0 0 0 1 2
Other intangible assets 55 51 50 56 56 56 56 56
PPE 377 363 343 337 354 393 393 386
Trade and other LT receivables 11 11 14 16 16 16 16 16
Deferred tax asset 0 0 0 0 0 1 2 3
Investments in JVs / Associates 7 3 3 6 6 6 6 6
Retirement benefit asset 0 0 0 0 0 0 1 2
Fixed assets 507 458 446 447 464 503 503 496
Inventories 111 118 116 111 110 110 174 183
Trade and other receivables 88 33 84 100 105 113 148 156
Cash & cash equivalents 78 44 98 119 107 92 47 71
Financial assets 0 0 0 0 0 0 1 2
Current assets 277 199 298 329 322 315 369 410
Total Assets 784 657 744 776 786 817 872 905
Trade payables 30 17 39 44 45 45 71 74
Borrowings 25 33 25 14 8 3 3 3
Tax liabilities 16 4 21 33 33 33 33 33
Provisions 0 0 0 0 0 0 1 2
Other current liabilities 0 0 0 0 0 0 0 0
Current liabilities 75 60 90 104 99 93 119 123
Total assets less current liabilities 709 597 654 672 687 724 753 783
Net current assets 202 139 208 225 224 221 250 287
Long-term borrowings and finance leases 28 24 10 0 0 0 0 0
Provisions 6 4 6 8 8 8 8 8
Other payables 0 0 0 0 0 0 n.a. n.a.
Other non-current liabilities 96 87 94 83 83 83 83 83
Net Assets 579 483 544 581 596 633 662 692
Total equity 579 483 544 581 596 633 662 692
Minority interests 85 70 80 91 99 109 119 129
Shareholders’ equity 494 413 465 491 497 524 543 563
 

Source: Liberum
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Disclaimer
This communication has been issued in the UK by 
Liberum Capital Limited (“LCL”) which is authorised 
and regulated by the Financial Conduct Authority 
("FCA") and is a member of The London Stock 
Exchange PLC. The registered address of Liberum 
Capital Limited is Ropemaker Place, 25 Ropemaker 
Street, London EC2Y 9LY. Telephone: 020 3100 
2000.
This communication has been prepared by its 
author(s) as non-impartial research in relation to 
Company (the "Company"), as such that it is 
inappropriate to characterise it as independent 
investment research, as it has not been prepared in 
accordance with UK legal requirements designed to 
promote the independence of investment research. 
Therefore, even if it contains a research 
recommendation, it should be treated as a marketing 
communication. However, Liberum is required by the 
FCA to have policies in place to identify and manage 
the conflicts of interest which may arise in its 
production, which include preventing dealing ahead. 
Information regarding our policies is available, 
www.liberum.com. In addition, a list of items which 
could create a conflict of interest and other material 
interests in relation to research material is set out on 
LCL’s website. For detailed disclosures, please refer 
to www.liberum.com/legal 
The individuals who prepared this communication 
may be involved in providing other financial services 
to the company or companies referenced herein or to 
other companies who might be said to be 
competitors of the company or companies referenced 
herein. As a result, both LCL and the individual 
employees who prepared this communication may 
have responsibilities that conflict with the interests of 
the persons who receive this communication and 
information may be known to LCL or persons 
connected with it which is not reflected in this 
communication.
LCL may provide or may have provided corporate 
services to the issuers of securities mentioned in this 
communication and recipients of this document 
should not therefore rely on this communication as 
being an impartial document. Accordingly, 
information may be known to LCL or persons 
connected with it which is not reflected in this 
material.
LCL has put in place procedures, systems and 
controls to identify and prevent (where this is 
possible) conflicts of interest and also has a conflicts 
management policy relating to its research and 
marketing communication activities, which is 
available on its website, www.liberum.com. In 
addition, a list of items which could create a conflict 
of interest and other material interests in relation to 
research material is set out on LCL’s website (see 
“Disclosures” below).
This communication is provided for information 
purposes only and should not be regarded as an offer 
or solicitation to buy or sell any security or other 
financial instrument.  This communication has no 
regard for the specific investment objectives, financial 
situation and needs of any specific person or entity. 
LCL and/or its officers, directors and employees may 
have or take positions in securities of companies 
mentioned in this communication (or in any related 
investment) and may from time to time dispose of any 
such positions and may also provide corporate 
finance or underwriting services for or relating to 
those companies, for which it is remunerated.  LCL 
analysts, including the author of this communication, 
receive compensation based on a number of factors 
including the quality of research, client feedback, firm 
profitability and normal competitive factors.  This 
communication is based on materials and sources 
that are believed to be reliable; however, they are not 
independently verified and are not guaranteed as 
being accurate. All expressions of opinions, 
projections, forecasts and estimates constitute a 
judgment and are those of the author and the 
research department of LCL only, and should not be 
relied upon and are subject to change without notice.  
The content of this communication may have been 
disclosed to the company referenced herein prior to 
dissemination in order to verify factual accuracy, 
however the company takes no responsibility for the 
accuracy or otherwise of any opinion, projection, 

forecast or estimate contained within this 
communication. While LCL endeavours to update its 
research communications from time to time it is 
under no obligation to do so. No representation or 
warranty either expressed or implied, is made nor 
responsibility of any kind is accepted by LCL, its 
officers or employees either as to the accuracy or 
completeness of any information stated in this 
document. LCL shall not be liable for any direct or 
indirect damages, including lost profits, arising in any 
way from use of all or any of the information 
contained in this communication. 
LCL may have issued other communications that are 
inconsistent with and reach different conclusions 
from, the information contained in this 
communication. Those communications reflect the 
different assumptions, views and analytical methods 
of the individuals that prepared them.
This communication is not guaranteed to be a 
complete statement or summary of any securities, 
markets, reports or developments referred to therein.
No representation or warranty either expressed or 
implied, is made nor responsibility of any kind is 
accepted by LCL, its directors, officers, employees or 
agents either as to the accuracy or completeness of 
any information contained in this communication nor 
should it be relied on as such.
This communication is provided with the 
understanding that LCL is not acting in a fiduciary 
capacity and it is not a personal recommendation to 
you.
The investments discussed in this communication 
may not be eligible for sale in some states or 
countries and may not be suitable for all investors.
Investors should make their own investment 
decisions based upon their own financial objectives 
and financial resources and, if in any doubt, should 
seek advice from an investment advisor.
Past performance is not necessarily a guide to future 
performance. The stated price of any securities 
mentioned herein will generally be as at the end of 
the business day immediately prior to the publication 
date on this communication unless otherwise stated 
and is not a representative that any transaction can 
be effected at this price.
This communication is confidential and may not be 
re-distributed, retransmitted or disclosed, in whole or 
in part, or in any manner, without the express written 
consent of LCL.
For more information on models, please contact the 
Analyst.
In the United Kingdom
This communication is for the use of (a) Professional 
Clients and Eligible Counterparties (such terms as 
defined by the rules of the FCA) of LCL and (b) other 
persons who are not clients of LCL who have 
expressed interest in receiving it and who are 
Qualified Investors (as defined below) and either 
investment professionals (persons having 
professional experience in matters relating to 
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Promotions) Order 2005 (as amended) or any other 
persons to whom this communication for the 
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For the purpose of clarity, this communication is not 
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Clients (as defined by the rules of the Financial 
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The content includes data provided by FTSE 
International Limited (“FTSE”) © FTSE 2013. “FTSE®” 
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licensors accept any liability for any errors or 
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or underlying data. No further distribution of FTSE 
data is permitted without FTSE’s express written 
consent.
EU Third-Party Disclaimer
If this communication is distributed in the European 
Union (“EU”) by Raymond James & Associates, Inc. 
(“RJA”), an entity registered with the United States 

Securities and Exchange Commission as a 
broker/dealer and a member of the Financial Industry 
Regulatory Authority, or its independent contractors 
or such independent contractor’s tied agents 
(collectively, the “independent contractors”) or by 
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this communication is independent third-party 
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independent contractors and pursuant to an 
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LCL. Neither RJA, nor its independent contractors, 
nor any of their affiliates has or had any involvement 
in the production, content, or timing of this 
communication and neither Liberum Capital Inc. nor 
LCL are affiliates of RJA or its independent 
contractors.
This communication is distributed solely to persons 
who are Qualified Investors within the meaning of 
Article 2(e) of EU Regulation 2017/1129 (as amended 
or superseded), and this communication is only for 
such Qualified Investors whose ordinary business 
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associated securities and/or derivative securities and 
who have professional experience reviewing and 
engaging in such investments. This communication is 
therefore not intended to be distributed or passed on, 
directly or indirectly, to any other class of persons, 
and is not intended for private individuals or those 
who would not be classified as “Qualified Investors.” 
The delivery of this communication is not a 
recommendation to effect any transactions in the 
securities discussed herein, nor an endorsement of 
any opinion expressed herein. If you are receiving this 
communication in one of the relevant EU countries 
from RJA or its independent contractors, or LCL, as a 
consequence of being a client of RJA’s independent 
contractors, RJA accepts responsibility for the 
distribution of the communication. Any Qualified 
Investor who receives this communication from RJA, 
its independent contractors or directly from LCL as a 
consequence of being a client of RJA’s independent 
contractors, is receiving such communication solely 
as a result of its relationship with RJA or its 
independent contractor, as applicable, and such 
recipient shall not be considered as having a 
relationship with Liberum Capital Inc. or LCL. For 
additional disclosures about RJA, including those 
related to material conflicts of interest, please visit: 
https://www.raymondjames.com/-
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registration requirement in the relevant province or 
territory of Canada in which such offer or sale is 
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