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PHOENIX COPPER LTD 

First stage in potential world-class copper mine 
Phoenix Copper Ltd (PXC) achieved a further milestone in its strategy for a staged 
development of the potentially world-class Empire copper mine in mining-friendly 
Idaho, US. The new economic model for an open pit “starter mine” is key to the 
Feasibility Study due by 2Q’20. Capital and cash operating costs have been cut by 
25% and 7%, respectively, with minimal production impact. This mine will provide 
cashflow to explore far more extensive mineralisation in the deeper sulphide ore 
body and adjacent land package. While we evaluate PXC’s upside in more detail, 
our estimated DCF valuation for the first mine is 32p/share, and 49p/share using 
the company’s base-case assumptions.  

► Strategy:  PXC focuses on near-term cashflow and will maximise 
returns/minimise risk to shareholders by developing a potentially world-class 
copper-zinc-gold deposit in stages. Empire was formerly a (very) high-grade 
underground copper mine, which was shut down due to World War II. Access to 
historical workings will cut exploration costs significantly, e.g. drilling at depth.   

► New model:  Further mine planning has cut the capital cost of the open pit starter 
mine from $68m to $51m. The new plan sees 7,000 tons p.a. of copper and 1,600 
tons p.a. of zinc production from late 2021-32. Cash costs of production have 
been cut from $1.85/lb of copper equivalent to $1.72/lb. 

  ► Upside potential:  Empire produced 694,000 tons of ore in 1901-42, recovering 
3.64% copper, a very high grade vs. a current average of ca.0.5% for new mines. 
Only 1%-2% of PXC’s potential ore system has been explored, which includes 
three other former mines in addition to Empire, the adjacent Navarre Creek gold 
zone and the recent “Red Star” polymetallic discovery. 

 
► Risks:  PXC is subject to the normal risks for a junior miner. These include volatility 

in copper and zinc prices, operational risks in executing the mining plan, running 
downstream processing facilities and funding risks. We believe that jurisdictional 
risk is significantly reduced in PXC’s case. 

► Investment summary:  Our DCF valuation is 32p/share ‒ based solely on the 
starter oxide mine and more conservative (vs. the company) assumptions of an 8% 
discount rate, and long-term copper and zinc prices of $3.10/lb and $1.25/lb, 
respectively. At this stage of development, PXC’s share price is highly geared to 
the “supply crunch” upside thesis for copper ($0.25/lb = ca.19p/share).  

Financial summary and valuation 
Year-end Dec ($m) 2017 2018 2019E 2020E 2021E 2022E 
Sales 0 0 0 0 0 48.800 
Underlying EBIT -1.058 -1.654 -1.371 -1.762 -2.082 0.787 
Reported EBIT -1.058 -1.654 -1.371 -1.762 -2.082 0.787 
Underlying PTP -1.056 -1.652 -1.366 -2.747 -5.069 -2.913 
Statutory PTP -1.056 -1.652 -1.366 -2.747 -5.069 -2.913 
Underlying EPS (c) -8.20 -5.82 -2.41 -3.16 -5.76 -3.32 
Statutory EPS (c) -8.20 -5.82 -2.41 -3.16 -5.76 -3.32 
Net (debt)/cash 1.904 0.113 0.598 -22.899 -54.596 -36.846 
Average shares (m) 16.498 28.273 45.242 69.452 87.633 87.633 
P/E (x) n/a n/a n/a n/a n/a n/a 
Dividend yield  n/a n/a n/a n/a n/a n/a 
FCF yield  n/a n/a n/a n/a n/a 96.2% 
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Market data 
EPIC/TKR PXC 
Price (p) 12.45 
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12m Low (p) 11.0 
FD shares (m) 50.01 
Mkt Cap (£m) 6.23 
EV (£m) 6.22 
Free Float* 84.30% 
Market AIM 

*As defined by AIM Rule 26 

Description 
PXC is developing the former Empire 
deposit and the surrounding area in 
central Idaho into a potentially world- 
class copper and polymetallic mine. 
First production is expected in late 
2021. 
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Background – finding the “right” project 
Phoenix Copper Ltd (PXC), originally known as Phoenix Global Mining, was 
incorporated in 2013, followed by an IPO on London’s AIM market on 29 June 2017. 
The CEO, Dennis Thomas, had screened numerous projects before identifying the 
Empire mine and the adjacent area in central Idaho as having the greatest potential 
upside, combined with the lowest manageable risks. An additional factor behind PXC’s 
strategy was the dearth of major new copper mines being developed and that copper 
is widely expected to be in structural deficit for several years in the 2020s.  

By staging mine development, PXC identified a rapid, low-cost route to cashflows to 
fund exploration of the much greater, and almost completely unexplored, 
mineralisation, both below and laterally adjacent to the shallow oxide ore. The system 
being explored by PXC has 5.4km of geologic strike incorporating the Empire mine and 
an additional ca.4,500 acres. It includes three more former mines (Horseshoe, 
Bluebird and White Nob), the Carlin-type (i.e. sediment-hosted hydrothermal) 
Navarre gold zone and the copper-lead-zinc-gold-silver Red Star discovery.  

We made a three-day visit to the Empire project, including viewing the site of the 
proposed open pit mine, historical workings and drill cores, and we have followed up 
with in-depth questioning of the Phoenix team on several occasions. In terms of its 
potential, we concur with the view of consulting geologist, Nigel Maund, in a 5 April 
2019 report:  

 “The Empire Granite Porphyry Breccia (GPB) – Endoskarn copper + gold + silver + zinc 
+ lead + molybdenum + tungsten comprises a world class polymetallic ore system sitting 
astride a major N-S structure” 

New economic model 
The new economic model incorporates an open pit mine to extract the near-surface 
oxide ore, which is located above the underground workings of the former Empire 
copper mine. The latter had targeted deeper and higher-grade sulphide ore. The oxide 
layer reaches a depth of about 120 metres below the surface; beneath this is a 
“transition layer” of mixed oxide and sulphide ore, after which the latter dominates. 
The plan assumes that oxide ore will be processed by a conventional heap leach SX-
EW (solvent extraction electro-winning) operation.  

The new model updated the November 2017 resource estimate and April 2018’s 
Preliminary Economic Assessment (PEA) to incorporate subsequent exploration 
work, notably PXC’s 2018 drilling programme. The new production plan encompasses 
90,182 tons of (gross) copper production, which is 97% of the copper contained in the 
May 2019 Empire resource update shown below. It excludes the gold resource of 
139,000 oz. of measured & indicated and 44,000 oz. of inferred, and the silver 
resource of 6,038,000 oz. of measured & indicated and 1,340,000 oz. of inferred – in 
addition to the initial resource for the nearby Red Star polymetallic sulphide discovery 
(copper-lead-zinc-gold-silver).  

Empire – mineral resources and reserves (May 2019) 
 Tonnes (mt) Copper (t) Zinc (t) Gold (oz)  Silver (oz)       Copper (%) Zinc (%) Gold (g/t)       Silver (g/t) 

Measured 6.176 30,419 12,864 51,000 2,419,000                     0.49 0.21 0.26                     12.2 
Indicated 8.993 43,453 16,949 88,000 3,618,000                     0.48 0.19 0.30                     12.5 
M&I 15.169 73,872 29,813 139,000 6,038,000                  0.49 0.20 0.28                   12.4 
Inferred 4.271 18,993 5,449 44,000 1,340,000                  0.44 0.13 0.32                        9.8 
Total resources 19.440 93,865 35,262 183,000 7,378,000      

Source: PXC, Hardman & Co Research 
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Instead of the increase in total resources, the major positive in the May 2019 resource 
update was the 46% rise in oxide ore categorised in the “Measured & Indicated” 
category from 10.42m tonnes to 15.17m tonnes.  

A major change from the previous model is the adoption of two copper cut-off grades, 
of 0.325% and 0.20-0.325%, respectively, vs. a single cut-off grade of 0.24%. The high-
grade ore will be fed to the heap leach pad first, permitting ore production to be 
reduced by almost 30%, from 2.25m tons p.a. to 1.6m tons p.a. The reduction in mine 
production has led to a 25% reduction in the initial capital cost to $51m, compared 
with the most recent $68m estimate. 

The significant cut in ore production has had only a minor impact on life-of-mine 
(LOM) saleable copper production, which falls from 71,618 tons to 68,500 tons. Mine 
life is extended from eight to nine years, followed by an additional two years for 
processing low-grade ore.  

 

Phoenix Copper Ltd – saleable copper production estimates, 2022-32 (tons) 
 

  
Source: Hardman & Co Research 

 

The estimated LOM cash cost of per pound of copper equivalent production has been 
reduced from $1.85/lb to $1.72/lb. This has been helped by another major difference 
compared with the previous PEA – the inclusion of significant zinc by-products, 
amounting to 16,500 tons. The gold and silver from the resource estimate are not part 
of the mine plan at this stage (see below). 

The company’s base-case assumptions in the model include a 7% discount rate and 
long-term prices for copper and zinc of $3.25/lb and $1.35/lb, respectively. PXC 
estimates the ungeared project NPV at $55.5m (£45.9m). Some of the key 
assumptions are summarised in the table below. It’s worth adding that a sensitivity 
analysis showed a ca.$15m (£12.4m) change in NPV for each $0.25/lb change in the 
copper price.  
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Empire mine economic mode – PXC base-case assumptions 
Production – total ore (mt p.a.)  1.634 
Copper recovery (%) 76.0 
Zinc recovery (%) 50.0 
LOM copper cathode produced (tons) 68.500 
LOM zinc produced (tons) 16,500 
LOM average copper price ($/lb)  3.25 
LOM average zinc price ($/lb) 1.35 
LOM average cash cost ($/lb Cu equiv.) 1.72 
Initial capital cost ($m) 50.578 
LOM sustaining capital ($m) 25.306 
Discount rate 7.0% 
NPV 7% ($m) 55.457  

Source: PXC 
 

The location of the open pit of the planned oxide mine will be sited on “patented” land, 
allowing rapid permitting without the need for Federal approval. That said, the leach 
pad, SX/EW plant and part of the haul road/conveyance/power corridor are located 
on public land and will require the normal Federal approval. Environmental studies are 
ongoing and should be completed by mid-2020. No adverse issues are currently 
envisaged. In the Mining Journal’s Risk Report 2018, Idaho was ranked first in terms of 
the lowest risk perception in world mining.  

PXC’s new economic model will form part of the upcoming Feasibility Study, which is 
due to be released in the second quarter of next year, with first mine production 
planned for late 2021. Our model currently assumes 1 January 2022.  

Cashflow, P&L and valuation 
In our cashflow model, we are assuming that the breakdown of the $50.6m initial 
capital cost for the oxide mine is $20.0m in 2020 and the remainder in the run-up to 
production in 2021. While PXC currently owns 80% of Konnex Resources Inc., which 
owns 100% of the Empire claim, we expect that the company will fully fund the 
investment. The remaining 20% of Konnex is owned by ExGen Resources Inc., which 
also holds 3.11% of PXC’s ordinary share capital. Following the completion of a 
Bankable Feasibility Study, ExGen Resources has to contribute its share of funding for 
mine construction, or be diluted. We are currently assuming that it does not contribute 
and is diluted to zero.   

In terms of financing, PXC has indicated its aim of minimising the amount of equity 
issuance in favour of debt and other types of project finance, possibly including 
production offtake deals. The company has appointed a specialist mining finance firm, 
Medea Natural Resources, as its lead financial adviser to arrange project financing to 
construct the oxide mine. Discussions with potential investors are taking place.  

In 2019, we expect the company to raise a further $6.0m in equity, following on from 
the ca.$2.178m raised so far in 2019, with an additional $5.0m at the beginning of 
2021. We estimate that equity financing will amount to $5.0m, reaching $11.0m by 
end-2021, with additional debt financing of $55.0m. 

The table below shows PXC’s cashflow in 2018 and our estimates for 2019-22, which 
includes the first year of full production from the starter oxide mine. 
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Phoenix Copper Ltd – cashflow statement, 2018-22E 
Year-end Dec ($m) 2018 2019E 2020E 2021E 2022E 
Operating profit -1.654 -1.371 -1.762 -2.082 0.787 
Non-cash items:      
Depreciation 0.000 0.000 0.000 0.000 21.831 
Depletion 0.000 0.000 0.000 0.000 2.832 
Share-based payments 0.174 0.000 0.000 0.000 0.000 
Operating cashflow -1.480 -1.371 -1.762 -2.082 25.450 
Change in inventories -0.198 0.000 0.000 0.000 0.000 
Change in receivables 0.000 0.000 0.000 0.000 0.000 
Change in payables 0.292 0.000 0.000 0.000 0.000 
Cash from operations -1.387 -1.371 -1.762 -2.082 25.450 
Tax paid 0.000 0.000 0.000 0.000 0.000 
Net cash from ops. -1.387 -1.371 -1.762 -2.082 25.450 
      
Purchase of intangibles -0.140 0.000 0.000 0.000 0.000 
Capex on PPE & mines -4.594 -6.000 -20.000 -30.578 -4.000 
Net cash for investing -4.734 -6.000 -20.000 -30.578 -4.000 
      
Share issues 4.654 8.178 0.000 5.000 0.000 
Share/debt issue costs -0.326 -0.327 -0.750 -1.050 0.000 
Inc./(decrease) in debt 0.000 0.000 25.000 30.000 -10.000 
Net interest 0.002 0.005 -0.970 -2.980 -3.715 
Net cash for financing 4.330 7.856 23.265 30.963 -13.700 
Net change in cash -1.791 0.485 1.503 -1.697 7.750 
      
Cash: end of year 0.113 0.598 2.101 0.404 8.154 
Debt: end of year 0.000 0.000 -25.000 -55.000 -45.000 
Net (debt)/cash  0.113 0.558 -22.899 -54.596 -36.846 

Source: PXC, Hardman & Co Research 
 
 

Once the oxide mine is commissioned, there should be an immediate swing, with PXC 
generating substantial free cashflow, e.g. in excess of $20.0m in 2023 (in contrast to 
reported profits – see below). We estimate that PXC will be able to repay the $55.0m 
of debt by the end of 2025, i.e. after four years. The next chart shows our estimates 
for free cashflow (net profit + depreciation & depletion – capex) during 2020-32.  

 

Phoenix Copper Ltd – free cashflow estimates, 2020-32E 
 

 
Source: Hardman & Co Research 

 

Our P&L estimates for PXC for 2018-22, including the first full year of the oxide mine 
operation, are shown in the next table.  
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Phoenix Copper Ltd – profit & loss account, 2018-22E 
Year-end Dec ($m) 2018 2019E 2020E 2021E 2022E 
Sales 0.000 0.000 0.000 0.000 48.800 
Operating costs -1.654 -1.371 -1.762 -2.082 -48.013 
Operating profit -1.654 -1.371 -1.762 -2.082 -0.787 
Finance income 0.002 0.005 0.015 0.013 0.050 
Finance costs  0.000 0.000 -1.000 -3.000 -3.750 
PTP -1.652 -1.366 -2.747 -5.069 -2.913 
Taxation 0.000 0.000 0.000 0.000 0.000 
Tax rate n/a n/a n/a n/a n/a 
Minority interests 0.017 0.273 0.549 0.025 0.000 
Net income -1.635 -1.092 -2.198 -5.044 -2.913 
      
Basic no. of shares (m) 28.121 45.242 69.452 87.633 87.633 
      
Basic EPS ($) -5.82 -2.41 -3.16 -5.76 -3.32 
FD EPS ($) -5.82 -2.41 -3.16 -5.76 -3.32 

Source: PXC, Hardman & Co Research 
 

 
Our assumptions in estimating PXC’s P&L for the starter oxide mine include the 
company adopting an aggressive depreciation policy in the form of a 40% reducing 
balance method. While it severely affects reported profits, particularly in the early 
years of mine operation, PXC’s strong cashflow is obviously unaffected. The next chart 
shows our estimates for EBIT in 2020-32E. 

 

Phoenix Copper Ltd – EBIT estimates, 2020-32E 
 

 
Source: Hardman & Co Research 

 

We have valued PXC using a DCF model, incorporating a discount rate of 8%, mine 
production to 2030 and processing of low-grade ore to 2032, when it is exhausted. 
Development of a second and larger mine aside, we believe that there is a strong 
possibility that the current oxide resource will be increased in the coming years. Our 
fully-diluted number of shares assumes that a further 26.67m ordinary shares are 
issued in the remainder of 2019 (raising an additional $6.0m), giving a fully-diluted 
76.68m shares in issue at year-end. However, we acknowledge that this could be 
materially lower in favour of debt-financing, given the appointment of Medea and 
ongoing discussions. We would also note that, of the 7.225m options and warrants, 
2.374m (3.0% of fully-diluted total) are exercisable at significantly out-of-the-money 
prices (44.0-45.0p/share during 2020-21) currently.  
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Our long-term copper and zinc price assumptions are slightly more conservative at 
this stage than the company’s base case (see above), at $3.10/lb and $1.25/lb, 
respectively. We ascribe to the “supply crunch” thesis in the 2020s due to the dearth 
of major new mines, falling grades, the impact of electric vehicles and the industry’s 
knack of suffering a variety of unplanned outages. That said, we hesitate, for the time 
being, to base our valuation for PXC on some of the higher long-term forecasts we 
have seen in the 3.25-3.50/lb range given the current US/China uncertainty – and nor 
is it required.   

Based on the assumptions we have outlined, our fair value for the company is 
32p/share, vs. the current price of 12.45p, as shown in the tables below. Incorporating 
PXC’s assumptions of a 7% discount rate, $3.25/lb copper and $1.35/lb zinc, we 
estimate a valuation of 49p/share.  

Phoenix Copper Ltd ‒ DCF valuation: part 1 (2020-26E) 
$m (unless stated) 2020E 2021E 2022E 2023E 2024E 2025E 2026E 
PTP -2.747 -5.069 -2.913 3.794 -0.006 4.364 7.038 
Tax 0.000 0.000 0.000 0.000 0.001 -1.306 -2.106 
NOPAT -2.747 -5.069 -2.913 -3.794 -0.005 3.058 4.932 
Depreciation & amort. 0.000 0.000 21.831 14.903 10.257 7.273 6.250 
Depletion 0.000 0.000 2.832 9.562 3.648 5.172 6.048 
Change in working cap. 0.000 0.000 0.000 0.000 0.000 0.000 0.000 
Capex & exploration -20.000 -30.578 -4.000 -4.511 -3.289 -2.796 -4.715 
Free cashflow -22.747 -35.647 17.750 23.748 10.612 12.707 12.515 
Discount rate = 8%        
Discount factor 1.00 0.93 0.86 0.79 0.74 0.68 0.63 
Disc. free cashflow -22.747 -33.006 15.218 18.852 7.800 8.648 7.886 

Source: PXC, Hardman & Co Research 

 

Phoenix Copper Ltd ‒ DCF valuation: part 2 (2027-32E & summary) 
$m (unless stated) 2027E 2028E 2029E 2030E 2031E 2032E Total 
PTP 3.943 2.864 1.917 16.820 5.914 11.754 46.306 
Tax -1.180 -0.556 -0.249 -4.574 -1.616 -3.365 -16.342 
NOPAT 2.763 2.007 1.343 11.786 4.144 8.237 29.964 
Depreciation & amort. 4.229 3.421 3.120 2.859 1.816 -0.030 75.929 
Depletion 2.530 0.208 0.000 11.804 1.585 0.046 43.435 
Change in working cap. 0.000 0.000 0.000 0.000 0.000 0.000 0.000 
Capex & exploration -1.198 -2.208 -2.669 -2.467 -0.253 2.800 -81.884 
Free cashflow 8.324 3.428 1.794 23.982 7.293 11.052 67.444 
Discount rate = 8%        
Discount factor 0.58 0.54 0.50 0.46 0.43 0.40  
Disc. free cashflow 4.857 1.852 0.897 11.108 3.127 4.389 28.882 
        
Cum. disc. FCF  28.882       
Net (debt)/cash 0.598       
Total 29.480       
Basic shares year-end (m) 69.452       
Add: options/warrants 7.225       
FD shares year-end (m)  76.677       
Valuation ($) 0.38       
$/£ 1.21       
Valuation (£) 0.32       

Source: PXC, Hardman & Co Research 

At this early stage of its development, the company’s share price is highly geared to 
the copper price, unsurprisingly. Performing an in-depth sensitivity analysis on our 
financial model, we estimate that each $0.25/lb change in the LOM copper price 
affects our valuation of PXC by ca.19p/share. It obviously cuts both ways, but is clearly 
indicative of PXC’s gearing to the supply crunch upside thesis for copper. 

We base our valuation on a long-term 

copper price of $3.10/lb 

Our DCF valuation is based on more 

conservative assumptions of 32p/share 

PXC valuation is highly geared to copper 

price  
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For the time being, we are excluding from our valuation of PXC: 

► potential gold and silver credits from the oxide mine; 

► two cobalt claims with mineralisation confirmed from initial sample results; and  

► the potential for developing a world-class copper mine at Empire and the 
surrounding area. 

As noted above, the gold and silver contained in the oxide ore are expected to be left 
on the leach pad under the current plan, although this assumption might be altered at 
a later stage. It is worth noting that, based on approximate current gold and silver 
prices ($1,500/oz and $17.00/oz, respectively), the gross value of gold and silver from 
the May 2019 Empire resource estimate (measured, indicated and inferred) is 
$399.9m – and could be highly significant for PXC shareholders. 

PXC has two 100%-owned claims to properties in the Idaho cobalt belt – Bighorn and 
Redcastle – amounting to 1,180 acres in aggregate. Most noteworthy in this regard 
was the C$149m acquisition of First Cobalt in June last year, with a project adjacent 
to Redcastle. The project was in the early stage of development, having an inferred 
resource only. During the 2018 exploration programme, all of PXC’s sample results 
confirmed cobalt mineralisation, with two at Bighorn showing significant copper 
values. With the current focus on the development of the starter oxide mine, we 
expect further exploration at Bighorn and Redcastle to resume in spring 2020.  

Going forward, the deeper sulphide ore body and targets on the expanded land 
package will be the main focus of the ongoing exploration programme. This will allow 
PXC to evaluate multiple stages of mine development in the coming years.  

Prior to its closure due to World War II, it was by targeting the high-grade narrow vein 
sulphide mineralisation that the former underground mine was able to extract 
364,000 tons, recovering 3.64% copper. This level of recovery implied significantly 
higher ore grades, estimated at 6%-8% in mine inspectors’ reports, which is 
phenomenally high compared with the current era. New mines scheduled for 
commissioning in the next few years have an average ore grade in the range 0.5%-0.6% 
and slightly lower recovery.  

We should note that the 2018 drilling programme achieved some initial sulphide 
intercepts at a depth of more than 100m. Drill hole KX-18-52 intercepted 4.6m of 
3.88% copper equivalent and 1.5m of 7.16% copper equivalent, which augurs well for 
the next phase of exploration and the multiple-stage mine strategy.  

Our valuation currently excludes any 

contribution from gold and silver by-

products… 

…or its cobalt claims…  

 …or much larger sulphide mineralisation 

beneath and adjacent to Empire 

Ore grade mined during 1901-42 at 

Empire was 6%-8% copper  

Recent drill hole into sulphide ore body 

intercepted up to 7.16% copper 

equivalent  



Phoenix Copper Ltd  
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Disclaimer 
Hardman & Co provides professional independent research services and all information used in the publication of this report has been compiled from publicly available 
sources that are believed to be reliable. However, no guarantee, warranty or representation, express or implied, can be given by Hardman & Co as to the accuracy, 
adequacy or completeness of the information contained in this research and they are not responsible for any errors or omissions or results obtained from use of such 
information. Neither Hardman & Co, nor any affiliates, officers, directors or employees accept any liability or responsibility in respect of the information which is subject 
to change without notice and may only be correct at the stated date of their issue, except in the case of gross negligence, fraud or wilful misconduct. In no event will 
Hardman & Co, its affiliates or any such parties be liable to you for any direct, special, indirect, consequential, incidental damages or any other damages of any kind even 
if Hardman & Co has been advised of the possibility thereof.    

This research has been prepared purely for information purposes, and nothing in this report should be construed as an offer, or the solicitation of an offer, to buy or sell 
any security, product, service or investment. The research reflects the objective views of the analyst(s) named on the front page and does not constitute investment 
advice.  However, the companies or legal entities covered in this research may pay us a fixed fee in order for this research to be made available. A full list of companies or 
legal entities that have paid us for coverage within the past 12 months can be viewed at http://www.hardmanandco.com/legals/research-disclosures. Hardman may 
provide other investment banking services to the companies or legal entities mentioned in this report. 

Hardman & Co has a personal dealing policy which restricts staff and consultants’ dealing in shares, bonds or other related instruments of companies or legal entities which 
pay Hardman & Co for any services, including research. No Hardman & Co staff, consultants or officers are employed or engaged by the companies or legal entities covered 
by this document in any capacity other than through Hardman & Co.  

Hardman & Co does not buy or sell shares, either for their own account or for other parties and neither do they undertake investment business. We may provide 
investment banking services to corporate clients. Hardman & Co does not make recommendations. Accordingly, they do not publish records of their past 
recommendations. Where a Fair Value price is given in a research note, such as a DCF or peer comparison, this is the theoretical result of a study of a range of possible 
outcomes, and not a forecast of a likely share price. Hardman & Co may publish further notes on these securities, companies and legal entities but has no scheduled 
commitment and may cease to follow these securities, companies and legal entities without notice. 

The information provided in this document is not intended for distribution to, or use by, any person or entity in any jurisdiction or country where such distribution or use 
would be contrary to law or regulation or which would subject Hardman & Co or its affiliates to any registration requirement within such jurisdiction or country. 

Some or all alternative investments may not be suitable for certain investors. Investments in small and mid-cap corporations and foreign entities are speculative and 
involve a high degree of risk. An investor could lose all or a substantial amount of his or her investment. Investments may be leveraged and performance may be volatile; 
they may have high fees and expenses that reduce returns. Securities or legal entities mentioned in this document may not be suitable or appropriate for all investors. 
Where this document refers to a particular tax treatment, the tax treatment will depend on each investor’s particular circumstances and may be subject to future change. 
Each investor’s particular needs, investment objectives and financial situation were not taken into account in the preparation of this document and the material 
contained herein. Each investor must make his or her own independent decisions and obtain their own independent advice regarding any information, projects, securities, 
tax treatment or financial instruments mentioned herein. The fact that Hardman & Co has made available through this document various information constitutes neither 
a recommendation to enter into a particular transaction nor a representation that any financial instrument is suitable or appropriate for you. Each investor should 
consider whether an investment strategy of the purchase or sale of any product or security is appropriate for them in the light of their investment needs, objectives and 
financial circumstances.  

This document constitutes a ‘financial promotion’ for the purposes of section 21 Financial Services and Markets Act 2000 (United Kingdom) (‘FSMA’) and accordingly 
has been approved by Capital Markets Strategy Ltd which is authorised and regulated by the Financial Conduct Authority (FCA).  

No part of this document may be reproduced, stored in a retrieval system or transmitted in any form or by any means, mechanical, photocopying, recording or otherwise, 
without prior permission from Hardman & Co. By accepting this document, the recipient agrees to be bound by the limitations set out in this notice. This notice shall be 
governed and construed in accordance with English law. Hardman Research Ltd, trading as Hardman & Co, is an appointed representative of Capital Markets Strategy 
Ltd and is authorised and regulated by the FCA under registration number 600843. Hardman Research Ltd is registered at Companies House with number 8256259. 

(Disclaimer Version 8 – Effective from August 2018) 

Status of Hardman & Co’s research under MiFID II 
Some professional investors, who are subject to the new MiFID II rules from 3rd January, may be unclear about the status of Hardman & Co research and, specifically, 
whether it can be accepted without a commercial arrangement. Hardman & Co’s research is paid for by the companies, legal entities and issuers about which we write 
and, as such, falls within the scope of ‘minor non-monetary benefits’, as defined in the Markets in Financial Instruments Directive II. 

In particular, Article 12(3) of the Directive states: ‘The following benefits shall qualify as acceptable minor non-monetary benefits only if they are: (b) ‘written material 
from a third party that is commissioned and paid for by a corporate issuer or potential issuer to promote a new issuance by the company, or where the third party firm is 
contractually engaged and paid by the issuer to produce such material on an ongoing basis, provided that the relationship is clearly disclosed in the material and that the 
material is made available at the same time to any investment firms wishing to receive it or to the general public…’ 

The fact that Hardman & Co is commissioned to write the research is disclosed in the disclaimer, and the research is widely available. 

The full detail is on page 26 of the full directive, which can be accessed here: http://ec.europa.eu/finance/docs/level-2-measures/mifid-delegated-regulation-2016-
2031.pdf 

In addition, it should be noted that MiFID II’s main aim is to ensure transparency in the relationship between fund managers and brokers/suppliers, and eliminate what 
is termed ‘inducement’, whereby free research is provided to fund managers to encourage them to deal with the broker. Hardman & Co is not inducing the reader of our 
research to trade through us, since we do not deal in any security or legal entity.  

http://www.hardmanandco.com/legals/research-disclosures
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