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Lundin Mining & Copper Update 

INVESTING SUMMARY: for me to consider investing in copper again, prices should be closer to $3 

per pound or even lower, only that would give me a margin of safety for now. When that happens, 

I will refresh on the full sector and find the best risk reward opportunities. For now, just an 

overview that will come in handy when the time is right.  

For those asking what to do with copper miners stocks? I have simply no idea, if copper stays at 

$4.5 for longer, stocks will go up, if it falls, stocks will go down. Where will copper go depends on 

things we can’t forecast now thus the question is impossible to answer.  

You have to see how the risk and reward, compared to the individual stock price and value fits 

you. 

Copper 

On copper: $4.5 is a really high price, it will likely incentivize more recycling, more production and 

growth, thus lead to normalized pricing again, typical for a cyclical.  

However, I feel long-term average copper prices might be a step higher from my previous cycle 

bottom estimate of $2.5, thus we might put things 20% up now, to $3 or even $3.3 as a long-term 

average. But keep in mind production and especially investing costs have exploded too. 
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The best forecast for markets is usually given by Norilsk. They see both copper and nickel in a slight 

surplus in 2022 based on 2020 market expectations and estimations.  

 

Also, keep in mind copper miners are flushed with cash at the moment, which means more 

investments equaling more production.  

Current projects impact 2.1 MT of copper, which is 10% of the production, thus enough to cover for 

3 years and stable economic growth.  

 

It takes time to build a mine, as it shows with SCCO’s project that will add 1MT only in 2028. 
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Other big projects are hanging in the air, but you never know. Resolution 

The market is expected to remain balanced on the 2020 exuberant sustainability expectations that I 

feel might scale down a bit as it will not go as fast as people expected in 2020.  

 

https://www.reuters.com/business/energy/arizona-rio-tinto-ceo-seeks-win-win-resolution-copper-project-2021-09-29/
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Of course, things are always impossible to predict, but what I can do is analyze the risk and reward. 

For now, it seems the risk is high with copper prices as the balance might be found a bit lower. And 

that is just the balance, with cyclicals things spike up in exuberance and crash down in panic.  

The cost curve tail is extremely steep, which means copper prices will be extremely volatile. 5% of 

production, which is around 1MT, makes the difference between copper prices of above $4 or 

around $3. That is a big deal.  

 

I’ll just wait for things to turn into more pessimism and then analyzed each copper miner as I usually 

do for the best investing opportunity. Thanks to high cash levels, debt issues might be resolved with 

many copper miners, so that might change the best investing opportunities out there. 

Lundin 

Amazing cash flows on high base metal prices. $300 million in FCF in a quarter leads to $1.2 billion 

per year. 
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$1.2 billion per year on the current market capitalization of $5.5 billion (CAD$ 6.88 USD/CAD-1.25) is 

a free cash flow yield of almost 22%.  
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But, now you might wonder why is Lundin’s stock going down, why is it down 40% from the peak 

while FCX is just 16% down from the peak. Plus, Lundin had really pushed on the dividend side of 

things where the current yield is at 5.7% (minus likely 25% dividend tax for a big part of investors). 

 

The thing is that mining is and will always be a difficult and ugly business, definitely non linear and 

that is something the market hates. Issues related to Lundin: 
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- Candelaria production missing estimates on fault, grade, and crushing issues. (are the issues 

temporary or structural is the key question – time will tell) 

- Mineral reserves not increased due to COVID drilling stops (you can’t know what is in the 

ground, so again an unknown.  

- The CEO Marie Inkster has resigned and the new CEO will be Peter Rockandel. 

Lundin always manages to solve issues in a way or another but when mining issues are a given. The 

CEO said no to any new acquisition as things are too expensive so that might indicate they expect 

prices to fall, as copper is and always has been a cyclical commodity.  

The world bank sees prices of copper at least 20% below current for the long-term. 

 

Copper ore price forecast – Source: World Bank 

But, when it comes to investing, you never know how long will the boom in the cycle last – if it lasts 

two years, Lundin might make $2.5 billion, if prices crash like we have seen with iron ore, it can be 

over tomorrow. 

When investing in cyclicals, I prefer to focus on the cycle average, focus on the cost of production 

and a margin of safety – thus at worst case scenario for longer I am ok.  

With Lundin and with the recent Candelaria issues, the higher copper prices, I will not amend my 

valuation but I will change the terminal multiple – 20 on FCF is too much if I count in the dividends. 

12 on FCF at average cycle should be ok, also giving a good return.  

 

Thus, for a 10% return Lundin seems fairly valued. For miners I prefer 20%, thus I’ll keep waiting for 

things to get ugly again with copper. Sooner or later, it will happen again.  

 

https://www.lundinmining.com/news/lundin-mining-announces-ceo-succession-123046/
https://thedocs.worldbank.org/en/doc/c5de1ea3b3276cf54e7a1dff4e95362b-0350012021/related/CMO-April-2021-forecasts.pdf
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Just some notes from the conference call: Not expected that the Candelaria issues are for longer, 

growth might have to come from acquiring projects with a long date of production which is 

something they haven’t done yet. 
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