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Buy GBP 132.15
Price Target GBP 200.00
Upside 51.3%

Sector Opinion =
Shock therapy should not leave investors unmoved

Codes Risk R1

ISIN JE00B4T3BW64
Reuters GLEN.L S&P BBB
Bloomberg GLEN:LN S&P outlook  
Valoren 12964057 Moody's  
Style Value Beta (2.5 years) 1.26
SRI rating Negative Volatility (1 year) 43.1%

Stock recommendation

We like Glencore's option value in base metals (copper, zinc), repositioning on the cost 
curves (ramp-up of new projects) and cash flow buffer (marketing division). Credit 
market woes are the main risk on the stock, but the company is no longer in denial and 
has responded with a convincing debt reduction package. 

The USD10.2bn de-risking package 
Amid macro fears/aggressive shorting activity, Glencore responded by announcing a 
USD7.7bn debt reduction and an underwritten USD2.5bn equity issuance that has just 
been placed atGBp125 through an ABB (85% to existing shareholders). The moves 
should put credit metrics at3.3x Debt/EBITDA and the FFO/Debt at 27% versus 4.2x 
and 21% before at m-to-m prices (using S&P metrics). The EPS dilution would be 4% in 
FY15e and 7% in FY16e on our numbers, but fresh money is starting to de-risk the case. 
A recovery story 
The execution of the debt reduction package starting with this equity issuance is meant 
to fight the run on credit and allay fears about the absolute level of debt and access to 
refinancing. The next step could be the streaming transaction aimed at selling forwards 
some of the gold and silver production. Suspending loss-making operations represents a 
first step towards restoring equity investors' confidence. The group must then deliver on 
marketing earnings and demonstrate further resilience, as well as progress on costs 
through better numbers to lower the 45% EV/EBITDA discount to peers on industrial 
assets. 
EBITDA cut by 20% in FY16e and FY17e 
We had already adjusted our FY15e numbers close to m-to-m, hence the minimal 
EBITDA change (-2%). The 14% and 13% cut to our FY16e and FY17e copper price 
assumptions have taken the biggest toll this time, before coal (-11%) and nickel (-21%). 
The gap between USD8.5bn EBITDA m-to-m that we have based our valuation on vs 
our USD10.5bn central case is only USD2bn, as we think more production cuts like 
325kt annualised in copper (DRC, Zambia) will have to take place, most likely in copper 
and nickel. 

Target price at GBP2 
At m-to-m prices and using a P/E of 9.3x for the marketing division, the implied EV/
EBITDA multiple on industrial assets would stand at 4.5x FY16e. With its valuation 
implying a c.45% discount on EV/EBITDA for industrial versus peers in spite of the 
group's base metals exposure, we believe that the stock has been excessively punished. 
We recommend Buy as we believe that there is potential for significant equity value to 
be unlocked through "management by owners".

Stock recommendation issued by BNP Paribas Wealth Management using data provided by Exane BNP Paribas. 
Target price and comments provided by Exane BNP Paribas

Market data M GBP

Market capitalization 17,294
Free float 14,354
Volume (yearly average / day) 115.30
Weight FTSE 100 0.0%

MSCI Sector 4.5%

Shareholders

Other partners 23.0%
Ivan Glasenberg 8.3%
Qatar IA 8.2%
Blackrock 5.3%
Daniel Maté 3.2%
Aristotelis Mistakidis 3.1%

Calendar

Fiscal year end 31-Dec
Ex-dividend date 23-Apr-2015
Dividend payment 21-May-2015
Next earnings publication 04-Nov-2015

Share data GBp 2014 2015e 2016e

EPS 18.56 5.02 12.54
EPS change (%) -73.0 149.9
PER 7.1 26.3 10.5
Dividend 11.04 12.30 0.00
Yield (%) 8.4 9.3 0.0
Sources: Thomson Reuters IBES, BNP Paribas Wealth Management, Exane BNP Paribas

Corporate data M USD 2014 2015e 2016e

Sales 221,073 171,370 163,911

EBITDA 12,764 9,573 10,517

EBIT 6,706 3,057 4,682

Net income 4,285 1,139 2,976

EBITDA margin (%) 5.8 5.6 6.4

Net margin (%) 1.9 0.7 1.8

Sources: Thomson Reuters IBES, BNP Paribas Wealth Management, Exane BNP Paribas

Geographical breakdown

Asia 39%

Europe 32%

Americas 21%

Oceania 4%

Africa 4%

 
(of Sales)

Activity breakdown

Metal and minerals 72%

Energy products 14%

Agricultural products 14%

 

 

 
(of Sales)

Balance sheet M USD 2014

Net debt 49,838
Net debt / EBITDA 3.90x
Enterprise Value (EV) 98,357
Free Cash Flow 411
Free cash flow yield (%) 1.5

Sources: Thomson Reuters IBES, BNP Paribas Wealth Management, Exane BNP Paribas

Business description

Glencore took over Xstrata in May 2013, a deal which saw the world's largest metal trader gaining 
control of Xstrata's mining and industrial assets (34%-owned previously). This created the world's 
largest thermal coal exporter (5th in coking coal), the 3rd largest copper producer, the largest 
producer of zinc and ferrochrome and the 4th largest producer of nickel. GlencoreXstrata is the 
world's largest trader and marketer of seaborne thermal coal (estimated market share of 28%), the 
leading marketer of copper (50% share of the addressable market), zinc (60% market share), 
alumina (38% market share), aluminium (22%), cobalt (23%), ferrochrome (16%) and nickel 
(14%). The group is headquartered in Switzerland and employs c.190,000 people.
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Absolute price performances over 2 years Relative price performances over 2 years

Performance (%) 1 week 1 month 3 months 1 year 2 years 3 years 4 years 5 years 1st-jan

Absolute -0.6% -22.3% -51.4% -62.6% -60.3% -64.2% -70.8% -55.3%

Relative / FTSE 100 -1.1% -17.7% -47.5% -59.0% -57.8% -65.9% -74.7% -52.7%
MSCI Sector 0.2% -14.5% -43.1% -56.4% -54.7% -59.1% -69.5% -50.8%

High - low 12 months GBP 357.64 - 122.80

Sources : Thomson Reuters Datastream, MSCI

Consensus analysis Dec-15e Dec-16e

EPS estimates: revision rate 1 month (%) -28.6 -32.1 Consensus recommendation Buy 2.42

since 3 months (%) -31.7 -37.6 (1 to 5: 1 = strong buy; 5 = sell)

6 months (%) -49.4 -30.0

Sources: Thomson Reuters IBES

Valuation

Fiscal 
year end

Opinion Market 
capitalization

PER PER EV/EBITDA P/NAV

M EUR Avg. 5 y Current Next Current Next Current Next

GLENCORE 31-Dec + 23,737 17.9 26.3 10.5 10.3 9.4 1.1 1.1
Peer group
ANGLO AMERICAN 31-Dec = 14,149 10.4 13.1 14.0 11.0 10.1 0.9 0.8

BHP BILLITON 30-Jun = 82,129 11.5 42.3 27.0 14.7 12.5 1.8 1.9

RIO TINTO 31-Dec = 58,623 8.4 14.2 12.2 10.8 8.9 1.7 1.7

Average

Peers (weighted average) 10.2 29.0 20.2 12.9 10.9 1.7 1.7

Peers (arithmetical average) 10.1 23.2 17.7

FTSE 100 12.8 15.1 13.9

MSCI Materials 15.5 16.0 14.1

Premium / (Discount)

Peers (weighted average) 75.0% -9.2% -47.8% -20.0% -14.3% -32.6% -37.6%

Peers (arithmetical average) 77.2% 13.5% -40.5%

FTSE 100 39.8% 75.0% -24.2%

MSCI Materials 15.4% 64.2% -25.2%

Sources : Thomson Reuters Datastream IBES, BNP Paribas Wealth Management, Exane BNP Paribas, MSCI Latest data available



Analyst: BNP Paribas Wealth Management / paris bp equity products@bnpparibas.com

Date of publication: 18 September 2015, 16:29 (CET), Market place: LONDON SE SETS

Disclaimer: last page

Distribution of BNP Paribas Wealth Management equity recommendations
As of 18/09/15, the BNP Paribas Wealth Management equity coverage represents 774 stocks

Buy 44.3% Sell 4.5%
Hold 33.5% Tender 0.0%
Reduce 14.5% No Opinion 3.2%

Historical recommendation and target price (as of 18/09/2015) on GLENCORE
Date of the first publication on the stock: 30 May 2013

Date Closing price Target price Rating Changes

18/09/2015 GBP 132.15 GBP 200.00 Buy Target Price

24/08/2015 GBP 137.90 GBP 250.00 Buy Target Price

17/08/2015 GBP 170.00 GBP 260.00 Buy Target Price

08/06/2015 GBP 274.80 GBP 340.00 Buy Target Price

10/04/2015 GBP 289.65 GBP 330.00 Buy Target Price & Rating

02/03/2015 GBP 300.55 GBP 335.00 Hold Target Price & Rating

10/09/2014 GBP 366.00 GBP 420.00 Buy Target Price & Rating

21/07/2014 GBP 358.35 GBP 400.00 Hold -

 

Risk grading definition

Based on tangible criteria (market capitalisation, free float, daily trading volume, beta, volatility, solvency) and intangible criteria (visibility), a risk 
grading, relative to the equity market, is established for each security:

R1 low risk R2 medium risk R3 high risk

Rating definitions
Stock rating is published in "absolute" term and not "relative" to a sector, a country or an index:

Buy according to the risk grading, a potential upside above 10% (R1), 12% (R2) or 15% (R3) is expected over a 12-month 
investment horizon

Hold according to the risk grading, a potential upside between 0% and 10% (R1), 12% (R2) or 15% (R3) is expected over a 12-
month investment horizon

Reduce a potential downside between 0% and -15% (R1, R2 and R3) is expected over a 12-month investment horizon

Sell a potential downside above -15% (R1, R2 and R3) is expected over a 12-month investment horizon

Tender tender to an offer, in the course of a corporate event

No Opinion for regulatory and compliance reasons or for temporary/permanent stop coverage reasons
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DISCLAIMER
This document is a financial analysis report produced only by the Wealth Management Equity Research Department of BNP Paribas, a French Société Anonyme with a 
capital of 2.484.523.922 euros, Head Office 16 boulevard des Italiens, 75009 Paris - France, registered under number 662 042 449 RCS Paris, registered in France as a 
bank with the Autorité de Contrôle Prudentiel and regulated by the Autorité des Marchés Financiers. This report has been published in accordance with BNP Paribas 
Group Companies Research Activities Code of Conduct, the French Banking Federation Code of Good Conduct and specific Wealth Management Equity Research 
Department procedures. It is distributed in specific countries by Authorized Distributors without any modification. As a consequence, the Authorized Distributors do not 
accept any liability for the use of or reliance on any information provided in this document. These codes of conduct, the disclosures relating to BNP Paribas potential 
conflicts of interest, the specific Wealth Management Equity Research Department procedures and the Authorized Distributors list are available at
 https://wealthmanagement.bnpparibas.com/public/en/conflict-of-interest
This document does not constitute and is not part of a prospectus. It has not been submitted to the AMF or any other market authority. It is communicated solely for the 
purposes of information and discussion. Under no circumstances does it constitute an offer to buy or a solicitation to subscribe or investment advice, nor must it be used or 
relied upon as the sole basis for making any decision to invest.
Any investment in a product is subject to the prior reading and understanding of the legal documentation concerning the product which describes in detail the rights and 
obligations of investors as well as the risks inherent to an investment in the product. These documents should be requested directly from the product issuer or from any of 
its distributors.
This report is confidential and intended solely for the use of BNP Paribas SA, BNP Paribas Wealth Management SA and their respective affiliates (together, "BNP 
Paribas") and the persons to whom this document has been lawfully delivered by an Authorized Distributor. It may not be distributed, published, reproduced or disclosed 
by any recipient to any other person, nor may it be quoted or referred to in any document, without the prior consent of BNP Paribas.
This report is dated by the analyst who has written it. The notices, opinions, analysis, estimates or comments contained reflect the sole judgment of the analyst on the date 
it was issued. They must not be considered as being authoritative, are not taking into account any personal circumstances or needs of any investor and do not constitute an 
investment advice to sell, to hold or to buy. This analyst certifies that (i) all views expressed in this report accurately reflect his personal views about any and all of the 
issuers and securities named in this report, and (ii) no part of his compensation was, is, or will be, directly or indirectly, related to the specific opinions or views expressed 
herein.
Although the information provided herein may have been obtained from published or unpublished sources considered to be reliable and while all reasonable care has been 
taken in the preparation of this report, BNP Paribas does not make any representation or warranty, express or implied, as to its accuracy, up-to-date nature or completeness 
and does not accept responsibility for any inaccuracy, error or omission nor accept any liability arising from any use made of or reliance placed upon such information or 
any opinion contained herein. BNP Paribas is not giving any warranty, guarantee or representation as to the expected or projected success, profitability, return, 
performance, result, effect, consequence or benefit (either legal, regulatory, tax, financial accounting or otherwise) of any product or transaction. Tax treatment depends on 
individual circumstances and is subject to change. The return of any investment could also be impacted by currency fluctuations.
The information contained in this document has been drafted without prior knowledge of your personal circumstances, including your financial position, risk profile and 
investment objectives. Information and opinions contained in this report are exclusively published for general information purposes only, shall not be used as reference 
materials for entering into any transaction, and are not to be relied upon as authoritative or taken in substitution for the exercise of judgment by any recipient or the seeking 
of independent professional advice (such as financial, legal, accounting or tax or other advice) by any recipient. Each investor is required to undertake a detailed analysis 
of all financial, legal, regulatory, accounting and tax issues raised by any transaction they are contemplating, so as to evaluate the merits, risks and suitability of the 
transaction. Save as otherwise agreed, BNP Paribas is not acting as recipient's financial advisor or fiduciary in any transaction.
BNP Paribas draws attention to the fact that any transaction on financial markets contains risks: products (shares, bonds, derivatives, securities and others) are directly or 
indirectly subjected to the economic and/or political environments and to their consequences. The value of investments and the income from them may go down as well as 
up and an investor may not get back the amount invested. Depending on the products and the kind of transaction, calls for more cover may arise, enhancing the risk of 
financial losses. Any reference to past performance, simulated past performance or forecasts should not be taken as an indication of future performance.
This document may refer to various products registered and regulated in their respective jurisdictions of incorporation. It is possible that no action has been taken to permit 
the public offering of one of these products in any other jurisdiction where such action is required for that purpose. They may not be eligible for offer or sale in all 
jurisdictions and or for certain categories of subscribers and must be offered and sold in accordance with all applicable selling restrictions in the jurisdictions in which they 
are offered or sold. No offers, sales, re-sales deliveries or distribution of the products described herein or any related offering material, directly or indirectly, may be made 
in or from any jurisdiction except in circumstances which will result in compliance with any applicable laws and regulations and which will not impose any obligation on 
their issuer or their distributor. Prior to any subscription in any country, you should verify that you fulfill any legal or tax constraints or restrictions applicable in 
connection with subscription, purchase, possession or resale.
The products described herein have not been and will not be registered under the US Securities Act of 1933, as amended, and may not be offered or sold within the United 
States or to, or for the account or benefit of, US persons except in certain transactions exempt from the registration requirements of the Securities Act. Any representation 
to the contrary is a criminal offence in the United States.
BNP Paribas and/or persons associated or connected with it may effect or have effected a transaction for their own account in a product described in this document or any 
related product before the report is published. On the date of this document, BNP Paribas, persons associated or connected with it and their respective directors and/or 
representatives and/or employees may take proprietary positions and may have a long or short position or other interests or make a market in a product mentioned in this 
document, or in derivative instruments based thereon, and may purchase and/or sell the investment(s) at any time in the open market or otherwise, whether as principal or 
as agent or as market maker. Additionally, BNP Paribas within the previous twelve months may have acted as an investment banker or may have provided significant 
advice or investment services to the companies or in relation to a product mentioned in this document. Furthermore, members of the management of BNP Paribas may be 
members of the board of directors or any other management or surveillance committee of the analyzed company.
By accepting receipt of this document you agree to be bound by its conditions of use. If you are not the intended recipient, delete any copy hereof and inform the 
Authorized Distributor involved without any delay.
© BNP Paribas SA (2013). All rights reserved.
Sources of this report: BNP Paribas Wealth Management ; BNP Paribas Asset Management ; BNP Paribas Securities (Asia) Limited ; Exane BNP Paribas ; 
Morningstar ; MSCI ; Thomson Reuters Datastream ; Thomson Reuters IBES.


