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UNITED KINGDOM
Worldwide declines in commodities prices have had a ripple effect worldwide, and the U.K. mining 
industry has certainly been no exception. Other international events, ranging from the upcoming 
election in the United States to concerns over economic growth in China, have contributed to 
the tumult in the mining sector. And at home, as Brexit continues to make headlines, many may 

assume this too could compound worries for miners. 

But there is reason to believe Brexit may actually open up opportunities in the sectors, and some metrics suggest some 
micro-advancements in industry strength are already underway. Regardless of what the future holds, it’s clear that U.K. 
mining companies are continuing to focus their efforts on cutting costs wherever possible and squeezing the most out of 
their assets to ride out the storm. 

What is your outlook for the U.K. 
mining industry? 
The outlook is one of continued turbulence. 
Global macroeconomics continue to impact 
commodity prices and, by extension, 
the U.K. mining industry as a whole. For 
example, the recent softening of the U.S. 
dollar, caused largely by stormy economic 
conditions, helped commodity prices—
and in turn, the larger mining companies 
on the FTSE 100—make strong gains. 
The next few years are sure to see a host 
of world events as the U.S. elects a new 
president and Congress, the U.K. negotiates 
Brexit fallout, and China grapples with 
continued economic uncertainty. All of 
these will impact commodity prices and 
U.K. mining companies’ underlying share 
price. The U.K. middle market has recently 
seen some positive signs that indicate it is 
bouncing along the bottom of the market. 
Average market caps for AIM-listed mining 
companies have increased marginally this 
year. The number of new mining companies 
looking to launch an IPO remains low, but 
there has been an increase in companies 
raising secondary funds, which signals 
that some investors are beginning to see 
the industry as advantageous in the long 
term. These offshoots provide some hope 
that if commodity prices were to rise, U.K. 
mining companies might start making some 
positive gains.

What impact do you believe Brexit 
will have on U.K. mining companies?
The direct impact of Brexit is very limited, 
as the majority of U.K. mining companies 
do not directly trade with the EU. However, 
Brexit has had an indirect effect on U.K. 
mining companies as the sharp depreciation 
of the pound has caused mining companies, 
whose stock is denominated in sterling, to 
become increasingly attractive to overseas 
investment. We have not yet seen a large-
scale buy-up of U.K. mining stock from 
overseas investors; however, if sterling 
doesn’t bounce back, it’s possible that U.K. 
mining companies will become riper for 
M&A activity. 

After Brexit, investors also turned to the 
safe haven of gold, which resulted in a 
marked increase in prices for that sector. A 
significant portion of U.K. mining companies 
are concentrated in gold, and the price 
increase has been a positive development 
for their businesses. If the gold price remains 
high, a number of U.K. miners will have 
more options over the development of 
their assets. This could open up the capital 
markets and push gold miners back into 
a cycle of growth—assuming investor 
sentiment remains positive.

In the course of right-sizing 
operations, mining companies are 
facing increasing pressure to explore 
M&A. Do you expect British mining 
companies to use M&A as a survival 
strategy in the coming year?
Given the continued volatility in the global 
market, the focus for U.K. mining companies 
will remain cost control and efficiency 
improvements. While some U.K. companies 
will certainly look to right-size their asset 
portfolios, and some investors will aim 
to pick up distressed assets on the cheap, 
there is still a lack of ready capital in the 
market overall. Therefore, we are unlikely to 
see widespread M&A activity—at least, in 
the near term. The mining sector’s survival 
strategy will continue to revolve around 
reducing exposure to debt, improving 
efficiency and focusing on cost control 
and sustainability. 

For more information on the mining 
industry in the United Kingdom, 
please  contact Matt Crane at  
matt.crane@bdo.co.uk. 
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AUDIT DIRECTOR, BDO UNITED KINGDOM



For more information on BDO’s service 
offerings to the U.K. mining industry, 
please contact:

Matt Crane  
020 7486 5888
matt.crane@bdo.co.uk 
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MEDIAN PE RATIO
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Decreased 66% Decreased 28%

MEDIAN MARKET CAPITALISATION 
Decreased 79% Decreased 53%
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MEDIAN CASH BALANCE & SHORT-TERM 
INVESTMENTS 

Decreased 49%

2010-2015 2014-2015 

Decreased 4%
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MEDIAN REVENUE GREW 23% from 2010 to 
2015, but DECREASED 13% from 2014 to 2015. 
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MEDIAN EXPLORATION EXPENDITURE FELL 
64% from 2010 to 2015. 

 However, MEDIAN EXPLORATION 
EXPENDITURE SKYROCKETED 120% from 
2014 to 2015.
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U.K. mining companies experienced a DROP IN 
MEDIAN NET INCOME OF 416% from 2010 
to 2015.

 MEDIAN NET INCOME DROPPED 1,458% from 
2014 to 2015. 

From 2010 to 2015, MEDIAN PRETAX INCOME 
FELL 263% – but from 2014 to 2015, it 
DROPPED 1,300%.
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MEDIAN EFFECTIVE 
TAX RATE

17.7% 0%

2012 2015

As of 2015, median 
effective tax rates are 
down to 0%, after 
reaching a high of 
17.7% in 2012.
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