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Outlook For Mining is Positive
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“China's BRI could result in about 150 million
tonnes of extra steel demand” - BHP

The tide is coming “back in”
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Broad recovery in sector valuations since early 2016
Labour shortages in mining services sector – with “workshops”
filling and increasing difficulty in recruiting experienced operators
Increasing workbook of major Mining Services players, with large
work packages being awarded
Margins recovering to 2010 / 2014 levels
Large coal mines M&A transactions: $2.25 billion sale of Kestrel
mine, $700m sale of Curragh, etc. – evidence of confidence in
long-term outlook for coal

Source: Thomson Reuters, Third Party Data
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Circa $1 trillion is expected to be invested
under China’s Belt & Road Initiative in 68
countries over 10 years

The average Global Rig Count has improved from
its 2016 lows

Installed capacity coal-fired
power projects (GW), by country
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Global O&G exploration spend outlook is
expected to increase to circa $80 billion by
2021 – average global rig count improving as a
result on the back of higher oil prices
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Future outlook for coal & iron ore remains
positive, bolstered by strong demand from two
of the largest economies in the world, China
and India

Exploration Spend Outlook (US$ billion)
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China has been involved in 240 coal-fired
power projects in BRI countries
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Outlook for Mining is Positive

Examples of Recent Contract Award Announcements
Date

Company

Contract

Value

Apr-18

Downer EDI

Underground mining services Carrapateena

$660m

Mar-18

CIMIC

Mining Services Mount Arthur Coal / BHP

$241m

Mar-18

CIMIC

Mining Services Wahana Coal

$366m

Mar-18

NRW Holdings

Mining Services Baralaba Coal

$350m

Feb-18

Downer

Mining services Blackwater Coal

$600m

Dec-17

MacMahon

Mining Services Byerwen Coal

$350m
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Strong Sector Share Price Performance
Improved industry conditions have seen valuations increase significantly since 2016. Miners are generating
significant amount of free cash flow and have been pursuing further operational efficiencies
Share Prices of Australian Mining Services Companies
Trending upwards since 2016

28 June 2018

Source: Thomson Reuters, Third Party Data

Share Prices of Australian Mining Companies
Trending upwards since 2016
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Australian Mining Industry Outlook is Positive
The mining industry has recovered from its 2016 lows and outlook looks positive
ASX 300 Metals & Mining Index

Australia Mining Companies - Gross Operating
Profits (A$m)

28 June 2018

Source: Thomson Reuters, Third Party Data

Australian Coal Price Index

Australian Coal Demand (Mt of Oil Equivalent)

Iron Ore - Producer Price Index

Australian Iron Ore Exports (A$m)
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Australian Mining Industry Outlook is Positive (cont’d)
The outlook for coal looks positive on back of increasing demand from China, India and South East Asian
countries
Australia Coal Mining Employment (‘000)

China Steel Production (‘000 metric ton)

28 June 2018

Source: Thomson Reuters

China Coal Demand (Mt of Oil Equivalent)

Indian Coal Demand (Mt of Oil Equivalent)

Indian Steel Production (‘000 metric ton)
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Australian Mining Services Companies - Valuation Observations
The average valuations in the mining sector have improved from their 2016 lows and are currently trading
above their long-term average valuations
Average EV/EBITDA (forward) Valuation
Long-term EV/EBITDA (forward) average: 5.3x
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Need for Mining Technology To Drive Operational Improvements
Mining Technology has become an integral part of mining operations as miners continue to pursue cost
efficiency, increased productivity and enhanced safety

Miners moving ahead
towards a “digital” era

▪ New & emerging technologies are expected to change the way miners operate over the medium- and long-term. Technologies, such as
automation or “big data”, create value by reducing “process variability”, improve safety and enhance decision-making via the availability
of real-time data
▪ On the road to a digital transformation, miners are increasingly seeking technologies that can reduce downtime costs, and enhance
planning, control, productivity and safety.

There are a number of
“technology” verticals
that are expected to drive
economic transformation

▪ Essential mine site technologies include ”fail proof” communication that allow for one-way or two-way communication in times of
emergency, the ability to track “asset & personnel” regardless of location, and “proximity detection” that reduces collision risks and
improve safety
▪ High bandwidth mine site “networks” are also critical to allow operators to collect, monitor and process data, especially for the
increasing push towards optimisation, cloud integration, connectivity and “Internet of Things”
▪ Automation (driverless trucks), robotics and artificial intelligence are also expected to be major themes in the mine sites of the “future”

Need for greater
efficiency as the Mining
sector recovers from its
lows in 2016

▪ During the mining downturn in 2016, mining companies were hit hard as commodity prices fell amid a global supply glut.
▪ This resulted in the miners cutting back costs, restructuring business operations, divesting non-core assets and focusing of margin
improvements & efficiency
▪ Having done that, and on the back of improving commodity prices and strong demand from China, India and other South East Asian
countries, mining companies are seen to be looking for ways to further improve operational efficiency
▪ This goal is being driven by ongoing investments in innovation and digitalization, in some cases through the acquisition of mining
technology companies while in the other, partnering with those companies to achieve the optimal results and improving shareholder
value

28 June 2018
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Rapid Change in Mining Technology
Mining Technology is moving from Communication Technology towards Big Data, Automation, Predictive
Algorithms, Robotics and Blockchain

Generation 1.0

▪
▪
▪
▪

Communication
Wireless
Proximity sensors
Collision avoidance

Generation 2.0

▪
▪
▪
▪
▪
▪
▪
▪
▪
▪
▪
▪

Environmental monitoring
Predictive maintenance
Predicting problems
Autonomous vehicles
Tyre monitoring
Real-time data
Automation & robotics
Cloud
Remote control
Drones
Wearable 2.0
Remote operations centre (end to end view of pit-to-port view of supply chain, operational metrics in realtime)
“Internet of things”
“Artificial intelligence”
Blockchain / supply chain (track origin of minerals)

▪
▪
▪
28 June 2018

Source: Internal analysis

▪
▪
▪
▪

Emergency messaging
People & asset tracking
Wearable
Scheduling

▪
▪
▪
▪

Energy management /battery solution
Fleet management
Simulation
Telemetry / sensors
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Technology Adoption Will Drive Value for Miners
The adoption of New Technologies can create and enhance corporate value
Examples of Technological Enhancements

Technological implementation can lead to:

2.

Greater efficiency leading to improved
cash flow and profitability

3.

Improved OH&S

< 1%
Data
capture

InfraData
Analytics Visualstructure manage- and auto- ization
ment
mation

Operational
information

Data not
Data not used in
Data not communi- decision
Data not analysed cated
making
Data not
accessible
Failure Data not streamed
points captured or stored

28 June 2018

Source: Third Party Data

Optimisation of material
and equipment flow
Optimised mine and
logistics scheduling

Integrated mineoperating picture

Improved anticipation of
failures

Targeted maintenance
strategies

Optimised yield
Optimised drill & blast

Optimised pit to port

Predictive maintenance

Increased mechanization through automation
Automated drills

Automated mobile fleet

Automated mobile fleet

Continuous improvement

Mining companies that use only a fraction of
their data fail to capture greater corporate value

Deep understanding of
resource base

Continuous learning

Increased corporate & shareholder value

Increased Corporate Value Through Technology

1.

Monitoring of real-time performance vs plan
Remote operating centres

Enhanced performance management
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Technological Innovations Disrupting the Mining Industry
Big Data and information is at the heart of technological drive to operational efficiency
Using Data Driven Insights
to Drive Value

▪ Mining companies are shifting their focus more towards acting on information to optimise production, reduce costs and
increase efficiency and safety
▪ Including the adoption of autonomous vehicles, drones and wearable technologies amongst others, all operated through a
connected network that uses Internet of Things (IOT) sensors to capture data in real time, using a central nerve centre that
brings together data across mining value chain in multiple horizons to improve decision making

Integrated Operational Planning, Control and Decision Support

Data Platforms
Integrated well-governed data
platforms support all processes
and all time horizons

Real Time
Real time sensor data to drive
short interval control in execution,
reduce variability, and shorten
planning cycles

Historical
Reporting and analysis of
historical data and insight gained
from analysing trends, patterns
and opportunities for
improvement learned from
experience

28 June 2018

Source: Third Party Data

Future
Digital Mine Nerve Centre
Data driven insights drive
improved planning control and
decision support across the
mining value chain

Future insight derived from historical
analysis to improve planning, simulate
the integrated supply chain, and
predict future outcomes, using
analytics and AI tools

Page | 13

MiningTech – South America

Digital Technology in Action
Mining Technology is rapidly being adopted by Miners to improve productivity and operational efficiency
Mining Technology put to work to improve productivity, efficiency & safety

Automation

GPS Satellite

Operations
Centre

▪

Rio Tinto has advanced the use of
automation in the mining industry. Early
adoption of technology has transformed
productivity at its iron ore operations in
Pilbara

▪

Rio moved its short-term production,
planning and control activities from its
mine site to a remote operating centre

▪

The operations centre implemented a
supply-chain visualization tool that
provides end-to-end (pit-to-port) view of
the company’s iron ore supply chain

▪

Rio currently has 80 autonomous trucks
at its iron ore operations in Pilbara and
the fleet is expected to reach 130 by
2019

Fleet Control

Safety
Dumping Site

28 June 2018

Source: Third Party Data

(Automatically stops
when detecting
obstacle)

Hauling Road

Loading Site
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Example Of Technology Development
The ability to gather accurate data will drive additional innovation : Monitoring & Sensors
Connected Worker

OEM Automation

Optimisation

Productivity & Simulation

Hardware / Components

Environmental & Maintenance

Data Analytics & Software
OHS

28 June 2018

Source: LCC Research
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Overview of M&A and VC Activities
Sample view of Sector Participants
Acquirers / Investors

Targets

Remarks
▪ Transactions include companies in both Maturing &
Emerging stage in lifecycle
▪ Maturing companies with proven technology & stable
companies trade at lower multiples - investors or
acquirers are largely Corporates & PEs
▪ Smaller companies with Emerging technology that
are targeting rapid expansion are being backed by
Venture Capital funds or in-house corporate Venture
Investment Arms
▪ Large Corporates are also “incubating” advanced
technologies – particular in predictive analytics and
artificial intelligence

28 June 2018

Source: Thomson Reuters, Third Party Data

Page | 16

MiningTech – South America

What Does This Mean?
Closing Thoughts

▪
▪

Adoption of technology that will ‘turn the dial’; early adopters have strategic cost advantage
Technology can be incremental or a step-change, and
▪
improves productivity and efficiency;
Increase profit
▪
lower costs;
▪
increase safety;
Enhance corporate value
▪
improve risk management; and
▪
meet environmental obligations.

▪
▪

Technology now cheaper, more intuitive, and more accessible: subscription-based vs one-off CAPEX decision
Cheaper for Juniors to establish mine site. More certainty on exploration, resource / reserve estimates, and provide
more confidence in feasibility studies
Accelerating trend towards Big Data, Convenience, and Borderless Technology
Resistance to Change (Old Guard Old Ways) juxtaposed with Technologically Savvy Young Engineers
Seismic change in infrastructure, especially in communication and data collection, allows rapid Development and
Adoption of Technology

Enhance
Corporate Value

Change in
Business Model

Early Stages of
Mining Tech cycle

28 June 2018

▪
▪
▪

▪
▪
▪
▪
▪

Anticipate rising M&As and VC activity
Miners continue drive towards improved efficiency, performance and safety
Trend towards increasing “wear performance”, prolonging asset life and reducing downtime
Better sensors and monitoring systems leading to innovation in predictive algorithms
Continued incubation of technology in Big Data, Internet of Things, Blockchain and Artificial Intelligence
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A Boutique Firm, Calibrated To Performance
An independent investment banking Firm, with over a decade of experience delivering “Excellence”
▪

LCC Asia Pacific is a boutique investment banking practice, providing independent corporate finance & strategy advice to clients in
Australia and across Asia Pacific markets. We have acted for ambitious clients ranging from “emerging” companies, up to Fortune 100 &
“Mega” Asian listed entities

▪

LCC Asia Pacific provides clear, unbiased counsel to CEOs and Boards of Directors considering growth strategies, business transformation
and challenging corporate decisions. We understand that to service such clients requires a high performance approach, and a tenacity to
deliver results

▪

The common thread for all clients is our ability to apply our expertise & skills in such a way that the client can enjoy material benefit. We
are often called into “urgent”, contentious & complex situations

▪

We are distinguished from our competition by our bespoke solutions driven by lateral & analytical problem solving capabilities, ongoing
investment in best in class research & technology resources, first-class execution of client engagements and a fundamental commitment
to a “client-first approach”. At the core of our approach to engagements is a thorough analysis of the drivers of 'shareholder value’

▪

We believe that all service providers should be driven by “Excellence” and we strive to achieve this standard in all things we do

The quality of our work has been acknowledged with category “wins”
in 2017 by the M & A Advisor and in 2018 by both the
M & A Advisor and The Atlas M & A Awards
Both of these global industry awards take place in New York

28 June 2018

2018 GLOBAL DEAL OF THE YEAR - SUB $100M
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Asia Regional Experience & 2018-2020 “Mission”
We are ambitious to work cross border, advancing strategic initiatives for Clients in many cultures
CHINA
Outbound: Gold.
Industrial. Agri.
Services. E & C. Energy
Services. Energy

MONGOLIA
Inbound: Energy

VIETNAM
Inbound: TMT. Energy.
Food
INDIA
Outbound: TMT.
Energy

HONG KONG
Outbound: Gold. Mining
Services. Technology.
Energy Services. Energy

THAILAND
Inbound: Gold
Outbound:
Renewables

PHILLIPINES
Inbound: Tech
Infrastructure. Services
Outbound : TMT.
Services

SINGAPORE
Multiple
AUSTRALIA
Multiple
INDONESIA
Inbound: Mining
Services. Energy
NEW ZEALAND
Inbound: Services. Resources.
Energy. TMT
28 June 2018

MALAYSIA
Inbound: Energy. TMT.
Energy Services.
Industrial
PAPUA NEW GUINEA
Inbound: Energy. Gold.
Mining Services
Outbound: Energy

2018 to 2020 Mission
As a professional services firm LCC is
always evolving. Over the coming years
there are 3 core strategic focal points:
1. Continue to deepen our Corporate &
Operational knowledge in the Sectors
& Markets in which we provide
strategic advice. Our clients
appreciate and respect that we strive
to technically immerse ourselves in
their business models and Sectors
2. Service Northern Hemisphere
Financial Sponsors & Companies on
their Asian & Australian strategic
corporate ambitions. LCC has an
exceptional track record in cross
border deals
3. Provide Strategic Advice to Corporate
& Financial Sponsors seeking to
capitalise on China’s “One Belt, One
Road Initiative”. The BRI initiative will
change global trade, and LCC has
been focused on it since 2015
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Strategic Advisory & Specialist Management Consulting Advice
We work closely with Clients to understand current capabilities and prioritise paths to growth
We help our
clients with :

✓ Development & Refinement of Corporate Strategy

✓ Accelerating Growth & Innovation

✓ Understanding Industry Trends

✓ Board of Director Knowledge Programmes

✓ Balance Sheet Planning & Analysis

✓ Shareholder Value Boosting Strategies

✓ Merger Integration Planning

✓ Corporate Performance Diagnosis

✓ Financial Modelling Scenario Analysis

M & A Rationale Analysis

Strategic Planning

Our market is
consolidating
We want to achieve
economies of scale

Our market is shifting
rapidly

Our capacity to build
vs buy is low

We want more share
customer wallet

We need to secure
talent

We want a stronger
market presence

We need to increase
our profit margins
We need to diversify
our product or service
offering

Our share price is
strong
Our balance sheet is
strong
We need to be
geographically diverse

Depending on the point of the cycle, M & A can be either
offensive or defensive as a strategic option.
We work with clients to design bespoke analysis on the position
of that client company within its marketplace for any given point
in time in the economic cycle, and then identify options by which
the client can drive shareholder growth.
28 June 2018

Drive Technology
Change
Reduce Complexity
Improve Industry
Understanding
Improve Client
Understanding
Improve Stability
Reduce Risk
Develop Agility

Reduce Costs
Eliminate Waste
Build Reputation
Drive Thought
Leadership
Improve Service
Quality
Build Costomer
Experience
Improve Customer
Retention
Drive Growth

Differentiate Offering
Generate Revenue
Build Market Share

We work with the “C suite” and Boards of Directors to
understand the strengths and challenges in both their
market sectors and their individual business models overlaid
on that sector analysis.
We then work with the Leadership team to both design and
implement key strategies that will lead to increased
shareholder value.
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Office Contact Details

SYDNEY

BRISBANE

Suite 3, Level 39, Aurora Place

Level 18

88 Phillip Street

123 Eagle Street Brisbane

Sydney NSW 2000

QLD 4000 Australia

AUSTRALIA

LCCASIAPACIFIC.COM
AFSL 278054
ACN 105 807 645

Initial Contacts to
Nicholas Assef
naa@lccapac.com

T: +617 3112 2688

T: +612 9262 2121

Simon Koay

F: +612 8088 1239

sxk@lccapac.com

Rabeel Saqib
rzs@lccapac.com

IMPORTANT INFORMATION: This presentation (‘Presentation’) has been drafted by LCC Asia Pacific Pty Limited and/or its affiliates (together, “LCC”) for the exclusive use of the party to whom LCC delivers this presentation (the “Recipient”) using
information provided from a variety of sources, including publicly available information and potentially information from the Recipient. You acknowledge and agree LCC has not independently verified the information contained in this Presentation, nor does
LCC make any representation or warranty, either express or implied, as to the accuracy, completeness or reliability of the information contained in this Presentation. This Presentation should not be regarded by the Recipient as a substitute for the exercise
of its own judgment, and the Recipient is expected to rely on its own due diligence, including separate legal, tax and accounting, if it wishes to proceed further in relation to any transaction concept outlined in this Presentation.
The indicative valuations, forecasts, estimates, opinions and projections contained in this Presentation involve elements of subjective judgment and analysis. They are based on facts and data that are often subject to rapid change. Any opinions
expressed in this material are subject to change without notice. This Presentation may contain forward-looking statements, included those reported by various Companies. LCC undertakes no obligation to update these forward-looking statements for
events or circumstances that occur subsequent to such dates or to update or keep current any of the information contained in this Presentation. Any estimates or projections as to events that occur in the future (including projections of revenue, expense,
net income and stock performance) are based upon the best judgment of LCC from the information provided by the Recipient and other publicly available as of the date of this presentation. Any statements, estimates or projections as to LCC’s fees or
other pricing are accurate only as at the date of this presentation. There is no guarantee that any of these estimates or projections will be achieved. Actual results will vary from the projections and such variations may be material.
Nothing contained in this Presentation is, or shall be relied upon as, a promise or presentation as to the past or the future. LCC, its affiliates, directors, employees and/or agents expressly disclaim any and all liability relating or resulting from inaccurate or
incomplete information and the use or reliance of all or any part of this Presentation or any of the information contained within this Presentation.
By accepting this Presentation, the Recipient acknowledges and agrees that LCC will at all times act as an independent contractor on an arm’s-length basis and will not act in any other capacity, including in a fiduciary capacity, with respect to the
Recipient. LCC may provide services to any member of the same group as the Recipient or any other entity or person (a “Third Party”), engage in any transaction (on its own account or otherwise) with respect to the Recipient or a Third Party, or act in
relation to any matter for itself or any Third Party, notwithstanding that such services, transactions or actions may be adverse to the Recipient or any member of its group, and LCC may retain for its own benefit any related remuneration or profit.
This Presentation has been prepared solely for informational purposes and is not to be constructed as a solicitation or an offer to buy or sell any securities or related financial instruments. The Recipient should not construe the contents of this
presentation as legal, tax, accounting or investment advice or a recommendation. The Recipient should consult its own counsel, tax and financial advisors as to legal and related matters concerning any transaction described in this Presentation. This
Presentation does not purport to be all-inclusive or to contain all of the information that the Recipient may require. No investment, divestment or other financial decisions or actions should be based solely on the information in this Presentation.
This presentation has been prepared on a confidential basis solely for the use and benefit of the Recipient. Distribution of this presentation to any person other than the Recipient and those persons retained to advice the Recipient, who agree to maintain
the confidentiality of this material and be bound by the limitations outlined herein, is not authorized by LCC. LCC specifically prohibits the redistribution or reproduction of this material in whole or in part without the written permission of LCC and LCC
accepts no liability whatsoever for the actions of third parties in this respect.
LCC holds a series of registered trademarks in the United States of America and Australia to protect its intellectual property. Examples of regional engagements detailed in this Work Book are typically advisory or consulting in style, or involve an
Australian company that is either seeking to expand into a market or has assets within that market. Today LCC is a licensed wholesale securities dealer in Australia only
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