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Glencore Stock Analysis LON: GLEN, 
OCT: GLCNF 
If you are reading this from any device, it is likely there is something from Glencore within 
the device, be it in the production process (coal for steel) or in the metals inside. Metals, 
steel, coal, aluminum, copper, gold, silver, all mined and produced (smelting) around the 
world, is an ugly business, there is always something happening and if for nothing else, 
following Glencore and knowing how things work, is always a good idea to see the real 
world behind the fancy iPhones. 

Plus, Glencore being very diversified, gives a great perspective on various markets in the 
world (coal, copper, zinc, nickel, alumina, cobalt, gold, silver...) 
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Glencore Business Overview 
Glencore is both a commodity miner and trader. The core mining commodities are 
copper, zinc and coal, both steelmaking and thermal. Glencore 2024 Presentation. 

 

  
Just to give you a perspective on things, Glencore produces 4.3% of the global yearly 
copper supply, 7% of global zinc supply, 15% of global met coal supply (including the 
recently acquired EVR from Teck), 1% of thermal coal and other commodities like cobalt, 
gold, silver and other by-products. On gold and silver, 738 thousand ounces of gold and 
19 million ounces of silver. 

When you produce that much globally, there are always issues, and you also move the 
price globally with your decisions. Recent news: 

https://www.glencore.com/.rest/api/v1/documents/static/12da8f07-23d7-4150-91b8-cb8fc651cbca/20250219-GLEN-2024-Preliminary-Results-Presentation.pdf
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I can guarantee you there will always be something going on, but given the size and global 
diversification, the impact should be minimal across the board. Here is the guidance for 
2025: 

 

 
Other metals are accounted as by-products that lower the cost of production for 
Glencore and due to higher gold prices, zinc production is expected to have no cost in 
2025. 
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What is key above is the low-cost production, $1.78 for copper, $0.06 for zinc, $110 for 
met coal which means that Glencore makes money no matter the market situation. This 
also means less volatility in the stock price, but more stability from an investing 
perspective. 

And there is the commodity trading business, that does approximately $3 billion per year 
in EBIT. 
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Based on spot prices for commodities on the 7th of February 2025, Glencore guides for 
$4.8 billion in FCF for 2025. Copper and zinc are a bit up since, coal maybe a little bit 
down, but given the diversification with Glencore, in addition to the marketing arm, we 
could expect $5 billion in FCF to be the baseline for a long-term average. 

Thus, copper should make $4.1 billion in EBITDA, possibly a bit more but if there is a 
global slowdown, possibly also half of that if prices decline from $5 to $3 per copper 
pound. Zinc seems to be around a long-term average while met coal prices are in a 
downturn that, we don't know when, could spike, and lead to much higher profits down 
the road. Marketing is standard, around $3 billion, up from $2 billion since I've first taken 
a first look at Glencore almost a decade ago. 
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For valuation purposes, take a base of $5 billion per year, possibly going down to $3 or $2 
in a severe commodity downturn, and up to $10 or more in a commodity boom. 

On specific metals, there is 910kt of copper production, globally diversified but mostly 
Latin America, low cost, long-life assets. 
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On top of what is already there, Glencore owns low-cost development assets that could 
double copper production: 
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Now, as discussed in the conference call, they are not interested to do crazy things to go 
into production into what seems a balanced copper market, they want the supply gap to 
really open, so that these projects make a lot of money. Keep in mind this is 4% of global 
copper supply (just Glencore\s projects). According to BHP, the current situation still 
sees copper oversupply in 2026, and then the gap to possibly open over time (current 
spike in copper price is due to rush purchases before tariffs).  

 
I am watching and waiting for a downturn, I am sure of one thing, prices will be volatile :). 

Glencore's plan is not to spend much money on these projects but to find partners for the 
capex, thus to derisk the development over time.  Here is more detail on the possible 
long-term projects: 

https://www.bhp.com/news/bhp-insights/2024/09/how-copper-will-shape-our-future
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 Expected capital expenditures are approximately $6.4 billion per year: 

 
Let's look at the financies and valuation. 
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Glencore Stock Valuation, Risk & Reward, Financials 
When it comes to net debt, their goal is to keep it at $10 billion. They are pretty much there 
despite the $7 billion EVR acquisition. 

 
The plan is to use the free cash flow for opportunities, but given Glencore is trading at 4 
times EBITDA, $60 billion enterprise value and $15 billion EBITDA, the best opportunity 
as discussed by the management is to do buybacks. They have $1 billion in plan to do it 
up till August and if there is more money by then, do more for the second part of the year. 

All in all, we can calculate $5 billion in FCF and that FCF to be returned to shareholders 
or used for M&A, creating value in both ways.  

Another possible catalyst is listing the company in New York. The stock is currently listed 
in London, but especially after Brexit London isn't attractive anymore. (yes, sorry to say, 
but from a financial perspective, it seems the UK shoot itself in the leg) It would be easier 
to access financing, do deals, spins or whatever if Glencore would be traded elsewhere. 

On valuation, 10% likely average FCF yield, we have some growth from copper possible, 
likely operational improvements here and there and the key, inflation. Global demand for 
Glencore's commodities is likely to grow, and thus long-term prices could also constantly 
go higher. 10% FCF, plus possible 5% nominal growth, is already 15%.  

A third catalyst is a possible merger with other companies that are looking for growth, 
from RIO to others, you never now, Glencore is a dealmaking company. 

When it comes to valuation, I don't know what they will do with the FCF, but they have 
announced buybacks, which are not bad at these prices. I have put 4, 6 and 2% growth 
rates and terminal valuations of 10, 15 and 8 for the various scenarios. 
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On $5 billion FCF, and 4% growth, Glencore is cheap now for a 10% return ahead, a $70 
billion market capitalization would be a fair price, now we are at $47 billion. 

 
Price in GBP, market capitalization in USD $47 billion. 
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Thus, cheap from that long-term perspective on commodities, global growth and 
development. Keep in mind there is 4 billion people that also want to live like we do in the 
developed world. 

However, one must always keep in mind that in case of a China slowdown (less demand 
for copper and steel (met coal)), cash flows could be zero for a year or two, and then I 
wouldn't be surprised to see this stock down another 50%. And, I hope it happens!!! 

Further on the risks: 

- Commodity downturn 

- Issues in various countries, from Congo to Argentina, you never know  

- Department of Justice investigation is behind them, but you never know about the 
skeletons in the closet. 

- Sustainability, if the world goes net zero, coal would suffer, but maybe copper would 
boom... 

Portfolios Fit 
From a risk reward perspective, Glencore is priced at a mid-cycle level at a FCF yield of 
10%. For a bigger commodity bargain, we would need to see a downturn, which would 
mean 50% down and then it would be a 20% average cycle yield (of course, no FCF at 
that point in time, but that is how it works). Of course, such a downturn might happen 
only once in a decade, but that is why I follow many things and hope for a few such 
opportunities in a decade. 

However, from a more diversified perspective, it is very likely that 10 businesses like 
Glencore will likely deliver 10%+ yearly returns. So, it fits already the diversified portfolio 
where I'll start with a mid position and 3% of the portfolio, and then if it goes lower, I'll be 
very happy to increase the position. 
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Comments On Conference Call 
Being a large diversified business, there is a lot to discuss in the conference call and it is 
one of the longest ones I have seen. However, from an investing perspective, we need to 
understand the key factors and work on those. What I got from the conference call is the 
following: 

- best M&A according to the CEO are buybacks 

- re-rating can happen on another exchange, but they are not in a rush, buybacks are 
cheap now 

- there was one comment on US met coal producers and how those are high cost, which 
was also my feeling when I researched them, but their management always says how they 
are low cost, which is true if you don't count transport to China... so, it is always 
interesting to see a different perspective which you can only see from conference calls 

- there was a comment about copper, and the key was how current prices are low, and 
Glencore is not going to push production up at these prices, interesting perspective for 
copper long-term... 
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