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Shoots of Optimism Emerge for 
a Battered Global Industry

“The global mining industry has had to navigate intensely murky waters over the 
past half decade, first digging out of the fallout of the 2008-2009 financial crisis 
and rebuilding, only to falter again amid volatile commodity prices and softening 
Chinese demand. Creativity in this industry, then, may be the ultimate kingmaker: 

Mining companies that are able to find effective ways to streamline their businesses, 
maximise their resources, collaborate with the right partners, and develop a nimble core 
business will be the first able to take advantage of any market rebound.”

Charles Dewhurst, Leader of the  
Global Natural Resources Practice at BDO

Please see the methodology note at the end of this report for more information on the 
2016 BDO Global Mining Middle Market Monitor.

It’s no surprise that the global mining sector has 
endured a difficult few years and, for many mining 
companies, optimism has been in short supply. 
Persistently low commodity prices, waning demand, 
and tightening capital and credit markets have been 
squeezing the industry, and no one has been immune 
to the pain. Mining companies of all sizes—from the 
giants to the juniors—have seen the strong profits 
of 2011 and 2012 give way to painful losses, and 
exploration has slowed to a trickle as the industry 
waits to see if and when the markets begin to 
cycle upward.

But according to BDO’s inaugural Global Mining 
Middle Market Monitor,  the end of the latest 
downturn may be in sight. The study found that 
although companies continue to struggle, there is 
reason for optimism: Among global middle market 
mining companies from 2014 to 2015, median 
exploration expenditures grew 17 percent, median 
price-earnings (PE) ratios grew 15 percent, and 
median cash balances increased a modest—but still 
promising—2 percent.
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KEY FINDINGS  
FROM THE 2016 BDO GLOBAL MINING  
MIDDLE MARKET MONITOR 
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Revenue & Income

GLOBAL MEDIAN REVENUE

MEDIAN REVENUE among 
middle market mining 
companies in 2015 was 
DOWN 10% from 2014, but 
UP 23% from 2010.

In comparison, among the world’s 
28 largest mining companies, 
MEDIAN REVENUE WAS 
DOWN 16% from 2014, and up 
just 4% from 2010.
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GLOBAL MEDIAN CASH BALANCE & SHORT-TERM INVESTMENTS

MEDIAN CASH BALANCE 
and short-term investments 
DECLINED 26% from 2010 
to 2015, but GREW 2% 
between 2014 and 2015.TH
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GLOBAL MEDIAN PRETAX & NET INCOME

MEDIAN PRETAX 
INCOME DECREASED 

BY 116% and net income 
PLUMMETED 127% 
since 2010.

As a result of these losses, the 
MEDIAN EFFECTIVE TAX RATE 
DECLINED TO 0% from a 5-year 
high of 17.8% in 2011.
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Exploration
In 2015, median exploration expenditure DECLINED BY 
48% from 2010 levels, but GREW 17% from 2014 levels.

Investor Confidence

GLOBAL MEDIAN MARKET CAPITALISATION

THE MEDIAN MARKET 
CAPITALISATION 
DECLINED 73% between 
2010 and 2015, and 32% 
between 2014 and 2015.

The decrease seen from 2014 
to 2015 among middle market 
companies mirrored the 
decline seen among the larger 
players (37%).
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GLOBAL MEDIAN PE RATIO

THE MEDIAN PE RATIO 
DECREASED BY 31% 
from 2010 to 2015, but 
GREW 15% between 2014 
and 2015.

Among the largest mining 
companies, the median PE ratio 
actually decreased by 2% from 
2014 to 2015.
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COUNTRY PROFILES 
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AUSTRALIA
Mining has historically been a driving force of Australia’s economic growth; however, the global 
collapse in commodity prices has thoroughly affected the industry and forced many mining 
companies to readjust. With exploration expenditures and market capitalisations, companies have 
been forced to wind back or abandon projects. And, after a tough year of job losses in the sector, 

there has been much focus on increasing process efficiencies—which actually positions these companies well for a 
market turnaround. 

Mining will continue to play a large role in Australia’s industrial scene for years to come.  With innovation at the 
forefront of change in the industry, and promising results in income and revenue over the past couple of years, experts 
are optimistic that Australia’s mining industry will see a light at the end of the tunnel. 

What is your outlook for the 
Australian mining industry? 
Our outlook is positive, given the view 
that risks are likely offset by the further 
capacity for the Australian dollar to fall. 
Australian miners see themselves as globally 
competitive at their reset cost bases, and can 
readily capitalise on any commodity price 
rises that may be forthcoming.

With the weakening Australian dollar, 
commodity prices—most notably, gold 
prices—have improved in local currencies. 
Mining companies are more capable of 
raising equity capital now than they have 
been for some time, and with the knowledge 
that further capital is available, companies 
are now considering expansion, exploration 
and development once more.

The focus has been on gold and lithium, but 
other commodities are starting to benefit 
too, with an expectation that the next 
12 months will see improvement across 
the board.

Belt tightening has been a consistent 
theme for the industry. What 
strategies can mining companies 
pursue to cut costs while still 
remaining prepared for an upswing?
Best practice implementation has been a 
key project for multi-mine operators. We 
are seeing increased investment in key 
performance indicator (KPI) monitoring 
through the use of management information 
systems to identify business areas that 
may have the greatest opportunity for 
performance improvement.

For mine operators, the focus remains on 
cost-cutting and gaining efficiencies. This 

covers all areas, from the use of technology 
to a focus on only mining high grades.

Strategically, resource companies are 
focussing more on the following themes to 
reposition for the future:

• Flatter, faster, more responsive structures;
•  Strengthening the link between 

performance and pay;
•  Defensible differentiation in terms of 

remuneration approach and spend;
•  More efficient salary administration 

systems and processes, including web-
enabled remuneration tools;

•  Workforce planning and optimisation 
initiatives—getting the right set of 
employees at the right time, at the right 
cost and in the right place

Despite the cost-constrained environment, 
miners still encounter some common 
challenges, including:

•  The scarcity of company-specific key skills 
to drive business strategy; and,

•  Focusing on building teams for the 
upswing, and establishing measures to 
hold on to them

The current environment has given 
organisations an opportunity to “re-group” 
from a remuneration perspective. The 
emphasis has shifted from attraction to 
ensure short-term deliverables are being met, 
to retention of core teams to ensure long-
term business sustainability.

How have you seen Australian 
mining companies innovate in light of 
the downturn?
We are seeing mining companies become 
much more cooperative in sharing 

infrastructure and other resources with 
upstream and downstream providers, and 
even competitors. Mine operators are more 
actively seeking project consolidation with 
bordering properties to reduce costs and 
remain competitive. These discussions were 
not entertained in higher-price environments 
and are a welcome development. For 
this reason, we are also seeing increased 
consolidation of companies with 
neighbouring or complementary assets.

New projects continue to be developed, but 
rather than maximising the size of the project 
before commencement, companies are now 
focussing on bringing smaller, less capital-
intensive projects to market that have near-
term cash flows.  These types of projects are 
much less risky and easier to finance.

Productivity is at the heart of the initiatives 
to maximise efficiencies from labour. It’s 
about ensuring remuneration is linked to 
productivity to establish the organisation 
is generating an appropriate spend on its 
remuneration dollars. Informed organisations 
realise improving labour productivity requires 
less focus on the cost of labour and more 
focus on how labour is utilised. Progressive 
employers have improved both metrics to 
drive their overall profit. It’s an ongoing 
programme that extends far beyond the 
annual reporting season.

For more information on the mining 
industry in Australia, please contact Sherif 
Andrawes at sherif.andrawes@bdo.com.au.

Sherif Andrawes 
PARTNER, CORPORATE FINANCE, BDO AUSTRALIA 
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MEDIAN MARKET CAPITALISATION 

Declined 84% Declined 34%

2010-2015 2014-2015 

MEDIAN PRETAX INCOME SHOWED 
SOME TURNAROUND:

2010-2015 2014-2015 

Decreased 440% INCREASED 19%
MEDIAN PE RATIO DEMONSTRATED 
POSITIVE GROWTH:

Declined 29% GAINED 18%
2010-2015 2014-2015 

MEDIAN CASH BALANCE & SHORT-TERM 
INVESTMENTS 

Declined 27%

2010-2015 2014-2015 

Declined 22%
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MEDIAN REVENUE GREW 216% 
between 2010 and 2015.

MEDIAN EXPLORATION EXPENDITURE 
DECREASED 49% from 2010 to 2015.
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MEDIAN NET INCOME DECLINED 1,005% 
between 2010 and 2015.
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CANADA
The Canadian mining industry has experienced some tough losses over the past five years. Amid a 
difficult global economic environment, a downturn in commodity prices and evolving regulations, 
many Canadian mining companies had to look internally to make critical decisions and weather the 
storm. This included an increased focus on improving productivity and engaging in widespread cost-

cutting. Deep labour cuts have also been felt throughout the industry, which may put companies in a tight spot when an 
upswing does occur. 

But there are bright spots in the future of Canada’s mining sector as commodity prices begin to rebound and the industry 
works to seize the growth opportunities that come with it.

What is your outlook for the 
Canadian mining industry? 
We’ve seen early evidence of a turnaround 
in the Canadian mining industry, including a 
gradual opening up of capital, improvement 
in some commodity prices, and generally 
more positive sentiment from our clients in 
the industry. But this is not an industry that 
will come charging back. Companies are 
tentative and focusing on cost control and 
selective investment—a strategic approach 
for a sustained recovery. Barring another 
significant drop in commodity prices, this 
trend should continue through 2017 and 
potentially gather momentum as participants 
regain confidence in the industry.

How has consolidation affected the 
mining industry in Canada, and how 
do you foresee it playing out? 
Consolidation certainly has been a factor 
over the past year and a half, and we’ve 
seen more of it during this period in our 
client base than we saw in the five years 
preceding. It will be interesting to see if this 
slows over the coming year as the positive 
outlook in the industry may motivate sellers 
to hold out for higher offers that may not be 
accommodated by cautious buyers. This may 
be balanced somewhat by the Majors’ need 
for new resources, given the weak spending 
on exploration over the past five years.

There have been significant changes 
to mining regulations in Canada. How 
has this impacted the industry, and 
how do you expect regulations to 
evolve? 
The government has been balancing support 
for growing the resource-heavy Canadian 
economy and catering to a large component 
of development-resistant voters. Resource 
development in Canada has been an area of 
public debate for a long time that has often 
resulted in the deferral or delay of projects. 
Recent examples include mines, oil pipelines 
and LNG facilities, all of which are essential 
to the Canadian economy. We imagine this 
uncertainty and debate will continue for the 
foreseeable future. 

What has the Canadian mining 
sector learned from the most recent 
downturn?
This has arguably been the longest down 
cycle ever experienced by the mining 
industry. The pain that’s been felt by so many 
has triggered, and provided ample time for, 
reflection on how we function as an industry. 
It is clear that the industry is in desperate 
need of innovation and inclusion in order to 
forge a path to the future.

Cost management and technological 
advancement will be critical to improving 
profitability. Our industry has been notorious 
for financial waste during boom periods 
and reluctant to innovate in favour of 
the tried and true. But advancements in 
robotic technology, geological equipment 
and advanced software are likely to play a 
significant role in the industry’s recovery.

I attended the 2016 PDAC conference 
earlier this year, and an important theme 
that emerged was the importance of 
corporate social responsibility programmes 
and inclusion of women and minorities 
as necessary features of the industry. No 
longer can organizations ignore the needs 
of the communities in which they operate 
or decline input from a broader group of 
individuals with wisdom and expertise to 
offer. There is growing acceptance of a more 
inclusionary community, particularly as a 
younger generation of professionals gains 
influence in the industry.

For more information on the mining 
industry in Canada, please contact Bryndon 
Kydd at bkydd@bdo.ca.

Bryndon Kydd
ASSURANCE PARTNER, BDO CANADA 
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MEDIAN MARKET CAPITALISATION 

Declined 84% Declined 44%

2010-2015 2014-2015 

THE MEDIAN PE RATIO ALSO SHOWED 
SIGNS OF A TURNAROUND

2010-2015 2014-2015 

Decreased 71% INCREASED 61%

MEDIAN CASH BALANCE & SHORT-TERM 
INVESTMENTS 

Decreased 61%

2010-2015 2014-2015 

Decreased 41%
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EXPLORATION appears to be on the 
rise again, with median exploration 
expenditure DOUBLING between 
2014 and 2015. 

MEDIAN NET INCOME felt some tough losses 
between 2010 and 2015 with a DECREASE 
OF 1,508%.

MEDIAN NET INCOME
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MEDIAN PRETAX INCOME DECLINED 
2,092% between 2010 and 2015, and 
DECREASED 257% between 2014 and 
2015 alone. 
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SOUTH AFRICA
For decades, South Africa was one of the most dominant mining countries on earth, especially 
in the diamond and gold sectors. But in recent years, the country has faced significant cost 
increases, combined with bottoming-out commodities prices worldwide. These economic factors 
have been exacerbated by social ones, including increased national and international scrutiny 

on safety procedures and labour practices. However, some signs of a rebound are beginning to emerge, largely due to 
relative price increases for gold in South African rands.

Despite signs of hope from pricing improvements, the mining sector in South Africa is built on shifting sands, and 
minor developments could have a large impact on the bottom lines of the nation’s mining companies. At this point, 
the outlook for the future of South African mining could be characterized as “cautiously optimistic.” 

What is your outlook for the South 
African mining industry?
We predict the South African mining 
sector will still be slow for at least the next 
three years. While commodity prices are 
slowly increasing, a global supply surplus 
still remains, especially in relation to 
commodities heavily supplied by South 
Africa.

The industry also faces challenges on both 
the labour and regulatory fronts on issues 
such as safety concerns in underground 
operations, pressure to contribute to 
local communities, and legacy health and 
rehabilitation claims, among others. South 
African mining companies must also grapple 
with growing power prices, which have 
increased at a faster pace than inflation. 

All these factors translate into cost pressures 
and declining margins. Mines are “price 
takers,” not “price makers,” and have 
no ability to pass on these costs. Unless 
commodity prices rebound from current 
levels, the industry will remain under heavy 
pressure. While it may be tempting for 
mining companies to trim capital spending in 
these circumstances, it could actually prove 
even more detrimental to the industry in the 
long run.

However, the challenges faced by the 
industry vary widely from subsector to 
subsector. For example, among industrial 
commodities such as iron ore, coal and 
manganese, most operations are open-cast; 
thus, they are not as affected by safety 
stoppage issues. This is in contrast to the 
gold and platinum segments, which have 

operations that are more concentrated 
underground. 

The commodities price drop has had a 
particularly negative impact on South 
African mining operations. With 
prices beginning to stabilise, do you 
expect the industry to rebound in the 
next few years?
Declining consumption from China combined 
with weak economic growth forecasts 
worldwide suggest the demand for industrial 
minerals is unlikely to increase significantly in 
the next few years. In addition, there is iron 
ore capacity that is just now coming online as 
a result of expansion during the commodities 
price boom. 

Diamond prices are, for the most part, 
remaining stable, and have even experienced 
minor upswings lately. Despite this trend, 
though, diamond pricing is largely driven 
by consumer sentiment, which remains 
unpredictable. 

Overall, while there are some signs of 
optimism in the market, we expect any 
rebound to move fairly slowly as we wait 
for demand to stabilise and grow alongside 
prices.

Despite recent chaos in the industry, 
gold has remained a bright spot for 
South African mining. Do you believe 
this will continue?
While gold has historically been very positive 
for South Africa, it has slid down the rankings 
over the past 10 years. The gold sector is 
unique in South Africa for several reasons. 

Unlike many other minerals, for South African 
gold operations, the difference between 
being cash positive and breaking even usually 
comes down to a difference of a few hundred 
dollars. As a result, a decline of just 10 to 15 
percent from current levels can strain South 
Africa’s operations margins.

 The main driver of gold prices, which are 
incredibly volatile, is demand for safe haven 
investment options—and this demand is 
fairly strong at the moment in light of global 
anxieties surrounding Brexit, ISIS, European 
and Russian debt burdens, and shifting 
American leadership, among others. It seems 
the gold price, then, may hold its current 
levels. Locally listed gold companies also 
have more than half their operations offshore 
in lower-cost operating environments that 
benefit from a strong U.S. dollar vis-à-vis 
local currencies.

However, current gold prices are unlikely to 
foster industry growth. Despite relatively 
stable demand, current prices remain too 
low for large-scale investment in new major 
projects in South Africa. Instead of growth, 
we are likely to see production projects being 
completed, and cutbacks will be modest 
compared to those made when prices 
plummeted in 2012. 

For more information on the mining 
industry in South Africa, please contact Bert 
Lopes at blopes@bdo.co.za. 

Bert Lopes
MANAGING PARTNER, ADVISORY, BDO SOUTH AFRICA 
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MEDIAN PE RATIO 

Decreased 40% Decreased 18%

2010-2015 2014-2015 

MEDIAN MARKET CAPITALISATION

Declined 60%

2010-2015 2014-2015 

Declined 45%
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MEDIAN REVENUE FELL 4% from 2010 
to 2015, but rose the same percentage 
from 2014 to 2015.

The MEDIAN EXPLORATION 
EXPENDITURE DECLINED 88% from  
2010 to 2015.
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Cash flow is starting 
to improve, with the 
median cash balance & 
short-term investments 
increasing 68% from 2014 to 2015. 
(Though 2015 numbers represented a 
12% decline from 2010 levels.)
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While companies experienced a 33% LOSS 
IN MEDIAN PRETAX INCOME from 2010 
to 2015, it GREW 236% in just one year 
from 2014 to 2015.

MEDIAN EFFECTIVE TAX RATE

13.3% 26.2%
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Middle market South 
African mining companies’ 
effective tax rates nearly 
doubled from 2014-2015.
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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. 

Matt Crane  
AUDIT DIRECTOR, BDO UNITED KINGDOM
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MEDIAN PE RATIO

2010-2015 2014-2015 

Decreased 66% Decreased 28%

MEDIAN MARKET CAPITALISATION 
Decreased 79% Decreased 53%

2010-2015 2014-2015 

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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TAX RATE

17.7% 0%
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As of 2015, median 
effective tax rates are 
down to 0%, after 
reaching a high of 
17.7% in 2012.
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UNITED STATES
The United States’ mining sector has not been immune to the challenges plaguing the broader 
industry. Mid-market U.S. mining companies, like many of their counterparts globally, saw strong 
growth and a ramp-up in activity in 2011 and 2012, before declining commodity prices put 
prosperity on hold.

The past five years have entailed some painful losses for the U.S. mining industry, with measures of investor confidence—
price-earnings ratios and market capitalisations—taking the brunt of the hit, and cash on hand reaching concerning lows. 
But the longer-term picture still suggests modest growth and, for U.S. mining executives, reason for cautious optimism.

What do you think is the biggest 
challenge facing the mining industry 
in the U.S. right now?
From an audit perspective, the current 
decline in commodities prices is obviously 
the biggest challenge facing our clients. 
When prices began to drop in 2015, the 
industry was hopeful that the markets would 
rebound quickly. However, it’s clear that this 
isn’t going to happen–prices aren’t going to 
bounce back as quickly as they plummeted. 

Another concern for mining companies 
is liquidity. With prices down, revenue 
obviously takes a considerable hit, and it’s 
becoming very difficult for companies to 
maintain necessary cash flow. Unfortunately, 
given how rapidly mining companies have 
expanded over the past decade, many are 
largely unable to reduce costs at the same 
rate as market prices are declining. They still 
need to pay their people and maintain their 
mines. Even if they essentially put mines on 
a care and maintenance program, there are 
still some costs they can’t avoid. As a result, 
many companies are burning through their 
cash supply faster than they’re bringing it in.

This factors into a third challenge: Because 
of the low commodities prices and liquidity 
concerns, many banks aren’t as willing to 
lend money as they have been in the past. 
With the market for capital raises being 
so dry, mining companies are being forced 
into financing deals with unfavorable terms 
that may not enable them to survive until 
prices rebound. 

What is your outlook for the 
mining industry?
From my perspective, I think it’s unlikely that 
commodities prices will change significantly 
in the near term. Since the price drop, many 
companies have executed major cost-
cutting strategies, and I expect this is likely 
to continue throughout the remainder of 
2016 and into 2017. For mining companies, 
these cost-cutting plans can employ a 
variety of tactics, including shuttering mines 
and slashing thousands of jobs or reducing 
capital projects in operating mines or cutting 
exploration budgets. Companies are cutting 
costs wherever they can in the hope that 
they can outlive the current decline. 

For precious metals, the demand is still there, 
and is staying strong despite the decline 
in prices. However, they too may need to 
grapple with potential cuts this year.

What kinds of investments are critical 
for mining companies to make today 
to ensure long-term growth?
Identifying and making the right investments 
is challenging in any environment, but can be 
particularly difficult when liquidity is limited.

Although it may seem counterintuitive, any 
mining company CEO will tell you they can’t 
cut exploration completely. Companies have 
a set number of years of proven reserves, and 
they must be consistently putting money 
into projects that will extend the lifespan 
of their mines and operations, as it takes 
an incredibly long time to get those mines 
up and running. In order to maintain some 
exploration activities, mining companies 
need to make sure their long-term planning 

strategies prevent total disruption, regardless 
of the current commodities market. 

The key takeaway for mining companies right 
now is that they should resist the urge to 
make aggressive cuts across the board, and 
instead focus on building a strong, nimble 
core business that will be ready to move 
when the market bounces back.

For more information on the mining 
industry in the United States, please 
contact Amy Roberts at aroberts@bdo.com.

Amy Roberts  
ASSURANCE PARTNER, BDO USA
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MEDIAN PE RATIO
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Though companies posted a median net loss in 
2015, it was just 41% OF THE MEDIAN LOSS 
EXPERIENCED IN 2010.
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MEDIAN EXPLORATION EXPENDITURE 
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Regulation
2017 promises to be a 
time of considerable 

political turbulence. Between a new U.S. 
presidential administration, the fallout of 
Brexit, China’s growing economic power, 
global efforts to curb climate change and 
protracted conflict in resource-rich regions, 
mining companies must keep a wary 
eye on how the geopolitical tides turn in 
the coming year. New regulations may 
emerge, or old ones may take on renewed 
urgency as governments seek to crack 
down on fraud, environmental damage and 
human rights violations. While the cost of 
regulatory compliance is often high, this is 
one area where mining companies cannot 
afford to cut corners.

Consolidation
There is no single, obvious 
global trend line for M&A 

activity in the mining sector. In some 
countries, like Canada, consolidation has 
been an important avenue for struggling 
companies to shed underperforming 
assets, shore up their operations and stay 
afloat. But in other countries, such as the 
U.K., the cost of M&A is too high, and 
capital is too scarce for transactions to be 
a viable option. Mining companies seeking 
to merge or sell off some portion of their 
business must ask themselves several key 
questions to ensure they’re making a good 
deal: Are buyer and seller seeing eye-to-
eye on valuations? If exploring a merger, 
what liabilities might the combined 
business carry? What will integration look 
like? What are the tax implications of the 
sale? A sub-optimally structured or failed 
transaction can be particularly costly in 
the current market, and could cause more 
problems than those it set out to address.

It may be some time before the mining 
industry enters another boom phase, but 
there is reason to believe the worst of 
the bust is now behind us. Key trends to 
watch in 2017 include continued increases 
in exploration and gradual movement 
toward increased M&A activity—if these 
trends begin to pick up steam, we could be 
looking at much brighter days ahead.

Labour
In a low-commodity-price 
environment, many mining 

companies have been forced to implement 
significant layoffs. The tradeoff, of course, 
is that a downsized labour force may not 
be large enough or may lack the breadth 
of skills required to take advantage of an 
eventual industry turnaround. Combined 
with regulatory scrutiny surrounding 
health and safety standards for workers, 
mining companies must make difficult 
decisions to contain their labour costs 
without cutting themselves off at the 
knees. Savvy mining companies are using 
a scalpel to make the necessary labour 
cuts—not a chainsaw.

What Lies Ahead for the Global Mining Industry?

The primary takeaway the mining industry should glean from the 2016 Global Mining Middle Market Monitor is 
that, although we’re beginning to see positive momentum in the sector, we have a long way to go before the 
industry regains full strength. Even as commodity prices slowly inch upward, capital remains tight, and global 
demand is unlikely to soon reach the levels the industry once enjoyed.

But middle market mining companies tend to exhibit a high degree of flexibility and manoeuvrability when compared to 
their larger counterparts, and they are looking for opportunities to streamline their businesses across the board. But the 
key to maintaining this nimbleness and securing a sustainable recovery is making cuts without handicapping the ability 
to grow operations and make smart investments as the markets improve. While companies should always evaluate their 
operations and assets to determine where to trim the fat, here are three key areas where miners would be well-advised to 
eschew austerity and embrace innovation:
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ABOUT THE BDO GLOBAL MINING MIDDLE MARKET MONITOR
The 2016 BDO Global Mining Middle Market Monitor reviews and analyses financial data reported by 528 publicly traded 
middle market mining and diversified metals companies from 61 country and international stock exchanges from 2010 to 2015. 
Countries represented include Argentina, Australia, Canada, China, Greece, Hong Kong, India, Indonesia, Japan, South Africa, 
South Korea, Taiwan, the United Kingdom and the United States, among others.

The companies analysed reported revenues up to $1 billion, with median revenue of $127 million.

Data was gathered from S&P Capital IQ. All monetary data was converted to U.S dollars.
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