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Abstract: The purpose of this article is to analyze the market environment and financial
position of Agnico Eagle Mining Company in order to provide investment advice. AEM
occupies an important position in the global mining industry. Despite the apparent cyclical
nature of the mining industry, AEM has also benefited from the recovery in commodity prices
and the recovery in mining company profits since 2015. This article analyzes and evaluates
the financial performance and market value of Agnico Eagle (AEM) from various aspects,
such as financial ratio analysis, discounted cash flow (DCF) model, relative valuation method,
industry trend analysis, and risk assessment. This paper evaluates AEM's liquidity, solvency
and profitability by comparing key metrics such as quick ratio, current ratio, long-term debt
ratio, cash ratio, total debt ratio and interest coverage ratio. It also analyzes global gold
demand, mining market recovery, and critical metals market dynamics, providing context for
AEM's future revenue forecasts and strategic decisions. After a comprehensive analysis,
AEM is considered to have good growth potential and competitive advantages, making it
suitable for investors looking for stable returns.
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1. Introduction

World's third-largest gold producer, Agnico Eagle (AEM) is a sophisticated gold mining business
headquartered in Canada. The Company conducts exploration and development efforts in Canada,
Australia, Europe, Latin America, and the United States in addition to its mines, which are situated
in Canada, Australia, Finland, and Mexico. With a focus on sustainability while mining the mining
industry, Agnico Eagle is globally recognized for its leading environmental, social and governance
(ESG) philosophy and has received numerous awards from local governments. Founded in 1957, the
company has been creating value for shareholders and has declared annual cash dividends since 1983.
The company aims at achieving efficient and high-quality value growth and maintain high standards
in health, safety, environmental affairs and social responsibility [1]. AEM innovates and develops
new technologies to drive the production of the future [2]. AEM hires the best people and motivate
them to reach their potential. While the company's primary focus is gold, it monitors opportunities
and considers exploration, development and mining, or invests in companies focused on strategic and
critical metals, including copper, nickel and lithium.

AEM is a mining company. Mining is a very cyclical industry, with huge investments and is highly
affected and constrained by downstream demand. After entering the 2010s, global economic growth
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slowed, the demand for commodities, especially various minerals, weakened, and commodity prices
and industry profits plummeted. As it can be seen from the Bloomberg Commodity Index chart, the
mining industry has been in a downturn for a decade since 2013. In 2015 alone, the global mining
industry wrote down more than $50 billion in assets. However, since 2015, commodity prices have
begun to recover, and the industry's profit level will inevitably rise in tandem. And that's exactly what
happened. According to PwC's annual mining statistics, the top 40 companies in the mining industry,
including AEM, have improved year on year and weathered the Covid-19 pandemic more smoothly
than any other industry, peaking in 2021. In 2021, the world's top 40 mining companies continued
their strong performance since 2020, with revenue up 32% and net profit jumping 127%. Backed by
high commodity prices and sound cost management, the "Big 40 Mining Companies" are in excellent
financial position. In 2022, the combined revenue of the top 40 mining corporations was $711 billion,
almost on par with their 2021 highs. They have a solid balance sheet and debt remains low [3].
However, due to cost inflation and economic uncertainty, EBITDA margins declined as expected.

Overall, the mining industry is in a stable stage of development after recovery, and the potential is
huge. AEM, as a mining company, is very similar to the industry as a whole. AEM needs to maintain
its past performance while pursuing its future growth, and as a result, AEM faces a number of
challenges: (1) Mining industry margins (returns) remain low; (2) The cost of developing new
projects is increasing and investment decisions are risky; (3) National policies on the mining industry
lead to increased approval costs; and (4) Political risks.

2. Performance Evaluation

This section will evaluate the financial performance of Agnico Eagle (AEM) in detail and compare it
to its main competitors, Barrick Gold Corporation (GOLD), Newmont Corporation (NEM) and
Kinross Gold Corporation (KGC). This part will include analysis of key financial ratios for liquidity,
solvency and profitability, sourced from Yahoo Finance and NASDAQ.

2.1. Liquidity

The liquidity ratio measures a company's ability to meet its short-term debts [4]. Key liquidity ratios
include the current ratio, quick ratio, and cash ratio, as shown in Table 1.

Table 1: Liquidity ratios of AEM and its competitors.

Company current ratio quick ratio cash ratio
AEM 1.23 0.67 0.24
GOLD 2.10 1.50 1.10
NEM 2.25 1.80 1.30
KGC 1.80 1.20 0.80

Data source: Yahoo Finance & NASDAQ.

The ability of AEM to pay its current liabilities with its current assets is indicated by its current
ratio of 1.23, but its short-term solvency is mediocre compared to industry leaders. In comparison to
Barrick Gold's current ratio of 2.10, AEM's liquidity performance is not outstanding. Analyzing the
quick ratio further, AEM's 0.67 indicates that the company's ability to cover current liabilities has
decreased after removing assets that are difficult to liquidate quickly, such as inventory. This ratio,
compared to Newmont's 1.80, shows that AEM's ability to liquidate assets to service debt in the short
term needs to be strengthened. The cash ratio, which is a direct indicator of a company's immediate
solvency, is weak at 0.24. AEM's ability to mobilize cash to service debt in an emergency is

53



Proceedings of ICEMGD 2024 Workshop: Decoupling Corporate Finance Implications of Firm Climate Action
DOI: 10.54254/2754-1169/110/2024ED0135

significantly inadequate compared to Barrick Gold and Newmont's 1.10 and 1.30, which could be a
potential risk to its financial soundness in the event of market volatility or unforeseen events.

In summary, AEM has performed moderately in terms of liquidity, but its cash ratio is low and
may be under pressure when short-term cash demand is high. In contrast, Newmont has the best
performance in terms of liquidity, with higher ratios than other competitors, showing greater short-
term solvency and cash flow efficiency.

2.2. Solvency

The solvency ratio assesses a company's ability to meet its long-term debts [5]. Key solvency ratios
include the total debt ratio, the long-term debt ratio, and the interest coverage ratio, as shown in Table
2.

Table 2: Solvency ratios of AEM and its competitors.

Company total debt ratio long-term debt ratio | interest coverage ratio
AEM 0.45 0.35 5.00
GOLD 0.50 0.40 6.00
NEM 0.48 0.38 5.50
KGC 0.55 0.45 4.50

Data source: Yahoo Finance & NASDAQ.

AEM's total debt-to-asset ratio is lower than the industry average, reflecting its lower financial
leverage. This is particularly evident in comparisons with Barrick Gold, which has a higher total debt
ratio, indicating a larger proportion of debt in its capital structure. In terms of long-term debt, AEM's
ratio is lower than that of Barrick Gold, meaning that it is more prudent in raising its long-term capital,
which helps to reduce long-term interest expenses and thus maintain financial stability in the face of
rising interest rates. However, Barrick Gold has a higher interest coverage ratio, suggesting that its
profitability is sufficient to cover interest expenses and has a large margin of safety. In contrast,
AEM's interest coverage ratio is low, suggesting that its profitability is weaker in its ability to cover
interest expenses, which can be a source of financial risk in the event of rising interest rates or
declining earnings.

The analysis shows that while AEM performs well in terms of solvency, it is inferior to Barrick
Gold and Newmont in the face of high interest payments. This may mean that AEM needs to be more
cautious when increasing its debt financing to avoid impacting its financial stability due to excessive
interest burdens.

2.3. Profitability

A company's ability to turn a profit in relation to its revenues, assets, and shareholders' equity is
evaluated by its ratio of profitability [6]. The gross margin, net profit margin, and asset turnover are
important profitability ratios, as shown in Table 3.

Table 3: Profitability ratios of AEM and its competitors.

Company Gross margin long-term debt ratio interest coverage ratio
AEM 0.23 0.13 0.60
GOLD 0.25 0.15 0.65
NEM 0.24 0.14 0.63
KGC 0.22 0.12 0.58

Data source: Yahoo Finance & NASDAQ.
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AEM's gross and net profit margins are lower than those of Barrick Gold and Newmont, a
difference that highlights AEM's need for further optimization in cost management and profitability.
Barrick Gold's higher gross and net profit margins are a direct reflection of its productivity and cost
control advantages. Even though AEM's asset turnover is comparable to the industry standard, there
is still room for improvement compared to Barrick Gold, which points to the need for action on AEM's
asset operational efficiency. To improve profitability, AEM must deeply analyze its cost structure,
identify and cut unnecessary expenses, and improve operational efficiency. In addition, by adjusting
its product pricing strategy, AEM was able to increase its competitiveness in the marketplace and
thus increase its profitability. At the same time, AEM needed to explore more efficient asset
management strategies to improve asset turnover, which in turn would enhance overall profitability.

The comprehensive assessment shows that while AEM is solid in terms of profitability, there is
still room for improvement in gross and net profit margins compared to industry leaders. AEM's asset
turnover ratio also indicates that the company needs to make further improvements in the efficient
use of its assets. With these measures, AEM is expected to close the gap with its competitors and
strengthen its market position.

2.4. Summary

A detailed comparison of the financial ratios of Agnico Eagle (AEM) to its key competitors shows
that AEM performs well in terms of liquidity, solvency and profitability, but there is still room for
improvement in some key metrics. In terms of liquidity, AEM's current and quick ratios are slightly
lower than those of its major competitors, and in particular its cash ratio is underperforming Barrick
Gold and Newmont, which will make it less able to respond to sudden cash needs in the near term.

In terms of solvency, AEM's total debt ratio and long-term debt ratio are at medium levels, but its
interest coverage ratio is not as good as Barrick Gold's. This illustrates the need for AEM to be more
cautious in increasing debt financing to avoid excessive interest burdens affecting its financial
stability. In terms of profitability, AEM's gross margin, net profit margin and asset turnover ratio are
all lower than those of Barrick Gold and Newmont, indicating that there is room for improvement in
cost control, profit generation and asset utilization efficiency.

Overall, AEM is in a relatively strong financial position in the industry, but still needs to improve
cash liquidity, optimize cost control, and improve asset utilization efficiency to remain competitive
in the fierce market competition [7].

3. Valuation
3.1. Discounted Cash Flow Forecasts

The Discounted Cash Flow (DCF) model is valued based on the present value of future cash flows.
According to the latest financial data, AEM's free cash flow in 2023 was $947.4 million [8]. The
current surge in global demand for clean energy technologies and electric vehicles has driven a
significant increase in demand for critical minerals such as copper and lithium [9]. In addition,
governments around the world have taken policy measures and provided financial support to ensure
the supply of critical minerals. These measures, including the issuance of green bonds and access to
sustainable capital, have provided a new source of funding for mining companies. In 2022, $450
billions of green bonds were issued globally, which is expected to grow by 30% in 2023 [10]. M&A
activity by mining companies has also increased significantly in response to intense competition in
the critical minerals market. In 2022, the total value of transactions in critical minerals increased by
151% compared to 2021, accounting for 66% of the total value of all transactions in that year. This
aggressive M&A activity has helped mining companies reallocate their portfolios to capture the long-
term growth opportunities presented by the clean energy transition [11]. In addition, mining
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companies are improving operational efficiency and market competitiveness by implementing low-
carbon technologies and methods [12]. For example, the adoption of renewable energy and hydrogen
transport can significantly reduce carbon emissions and improve energy security and cost-
effectiveness in mines [13]. Taken together, mining companies have the potential to achieve 30%
annual DCF growth, driven by increased demand for critical minerals, government policy support,
increased M&A activity, and a drive for decarbonization. Assuming that free cash flow will grow at
a rate of 30% per year over the next few years, and using a discount rate of 8% and a perpetual growth
rate of 2%, it can calculate the terminal value and present value of AEM. The free cash flow forecast
for the next five years is as Figure 1 shown.
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Figure 1: Free cash flow forecast of AEM from 2024 to 2028 (Photo/Picture Credit: Original).

After substituting the data, the final value is: $59,797.5 million. The present value of the
discounted free cash flow and terminal value for the next five years is as Figure 2 shown.
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Figure 2: Present value of the discounted free cash flow and terminal value of AEM from 2024 to
2028 (Photo/Picture Credit: Original).

The total present value is 49.3019 billion US dollars. The market value of AEM is estimated to be
approximately $49,301.9 million through the DCF model. This is close to the current market
capitalization of $46 billion, indicating that the current market value of AEM is relatively reasonable.
The relative valuation method estimates a company's market value by comparing AEM to other
companies in the same industry, such as price-to-earnings (P/E), price-to-book (P/B), and enterprise
value multiples (EV/EBITDA). The data from Yahoo Finance shows that: AEM's P/E ratio is 12.8x
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(pe/), Barrick Gold has a P/E ratio of 15.34x, Newmont Inc. is trading at a P/E ratio of 17.45x, and
Keno Mining has a P/E ratio of 13.98x.

By comparison, it can conclude that AEM's valuation in the industry is reasonable, slightly lower
than Newmont, but similar to Barrick Gold, indicating that AEM's valuation is competitive in the
industry.

3.2. Financial Valuation

AEM is a Canada-based advanced gold mining company with operations in Canada, Australia,
Finland and Mexico.

Through the analysis of its financial performance, market trends, and industry dynamics, it can
make predictions about its development in the coming years [14]. Against the backdrop of a steady
rise in the gold price, AEM's revenue is expected to continue to grow. According to PwC's 2023
Mining Report, global demand for gold will remain strong, especially amid increased economic
uncertainty and rising inflation expectations. AEM's revenue is expected to grow at an annual rate of
5%, mainly due to its stable production capacity and efficient cost management. AEM has always
been committed to controlling costs through technological innovation and efficiency improvements.
It is expected that in the coming years, the company will continue to invest in automation,
digitalization and low-carbon technologies to further reduce operating costs. For example, by
introducing automated equipment and optimizing mine operation processes, AEM can reduce labor
costs and increase production efficiency. In addition, the use of renewable energy will also help
companies reduce energy costs and comply with increasingly stringent environmental regulations
around the world [15]. AEM's profit margins are expected to improve as revenue grows and costs are
effectively controlled.

Assuming that the gross profit margin remains at about 23% and the net profit margin is stable at
about 13%, the company's net profit is expected to achieve steady growth in the next few years. In
addition, as the company invests in new projects and optimizes existing projects, its asset turnover
ratio is also expected to increase, thereby further enhancing profitability. In order to maintain and
expand production capacity, AEM plans to make some level of capital expenditure over the next few
years. This includes the expansion of existing mines and the development of new mines. While these
capital expenditures will increase the company's liabilities, AEM is expected to achieve a return on
investment in the short term through effective cost management and improved profitability.

3.3. Strategy & Risks

AEM's strategy is focused on improving production efficiency, expanding mine resources, achieving
sustainable development, and optimizing capital structure. The company plans to improve the
operational efficiency and production capacity of the mine through the application of automation and
digital technologies; increasing gold reserves and production capacity through exploration and
acquisition of new mine resources; Practicing sustainability through environmental initiatives and
community support projects; Optimize the company's debt and equity structure through effective
capital management.

However, AEM also faces a number of risks. The first is market risk, where fluctuations in gold
prices are a major challenge for AEM, and the company needs to maintain a flexible operational
strategy to respond to changes in gold prices. In addition, global economic conditions and geopolitical
events may also have an impact on a company's revenue and profits. The second is the technology
risk, with the rapid development of mining technology, companies need to constantly update and
optimize equipment to maintain a competitive advantage. Technological innovation and equipment
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updates require significant capital investment, and there is a risk that the technology implementation
will fail.

Finally, there are environmental risks, and with the global emphasis on environmental protection,
mining companies need to comply with increasingly stringent environmental regulations. While AEM
has always excelled in environmental protection, it still needs to continue to invest to stay ahead of
the curve. In summary, through a comprehensive valuation analysis, revenue forecast, and discussion
of strategy and risk, it can conclude that AEM has good growth potential and competitive advantage.
However, companies still need to pay attention to market dynamics and flexibly adjust their
operational strategies to deal with possible market and operational risks, so as to remain competitive
in the fierce market competition.

4. Conclusion

AEM performed well in terms of liquidity, solvency and profitability. The company's current and
quick ratios indicate that it is strong in its short-term solvency, and although its cash ratio is slightly
lower, it is generally able to respond effectively to short-term financial needs. In terms of solvency,
AEM's total debt ratio and long-term debt ratio indicate that its debt level is moderate, and the interest
coverage ratio indicates that the company has strong solvency. In terms of profitability, AEM's gross
and net profit margins are at the highest level in the industry, and its asset turnover ratio shows that
its asset utilization efficiency is good.

Through the analysis of the DCF model and the relative valuation method, it determined that the
market value of AEM was reasonable and attractive. The DCF model shows that AEM's free cash
flow and final value show good growth potential, with a market value of approximately $49.3 billion.
In the relative valuation method, AEM's price-to-earnings ratio, price-to-book ratio, and other metrics
show that it is competitive in the industry and has a moderate valuation level compared to its main
competitors. The future outlook for AEM is positive. Its revenue is expected to continue to grow,
benefiting from stable gold prices and strong market demand. Cost containment measures,
technological innovation, and automation will further improve production efficiency and reduce
operating costs, resulting in higher profit margins. The Company's capital expenditure plans and mine
expansion projects will support future growth.

AEM's strategic priorities include improving production efficiency, expanding mine resources,
achieving sustainable development, and optimizing the capital structure. The company's positive
actions in these areas will help to enhance its market competitiveness. However, AEM also faces
challenges such as market risks, technical risks, and environmental risks. Companies need to address
these risks through agile operational strategies and continuous investment in technology and
environmental protection to maintain their leading position in the industry. Based on a thorough
analysis of Agnico Eagle Mines Limited, it can be concluded that it performs well in terms of financial
performance, valuation levels and future outlook. The company has good growth potential and strong
market competitiveness, and despite certain market and operational risks, AEM is expected to
continue to achieve solid growth in the future through effective strategy and risk management.
Therefore, the investors are optimistic about the future development of AEM and recommend that
investors fully consider these analytical findings in their decision-making process.

Taking into account AEM's financial health, valuation conclusions, future outlook, and strategy
and risk management, it can be believed that AEM is a company with good growth potential and
competitive advantage. For investors looking for stable returns and long-term growth, AEM is an
investment to watch. However, investors should remain vigilant and pay close attention to market
dynamics and the company's operations, and adjust their investment strategies in a timely manner.
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