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Golden opportunity for Russian gold mine
Mining company Auriant Mining recorded a profit of SEK 96.5 million in
2020, equivalent to a 79% sales increase year-on-year. Gold production in

Information

Rec. price/Price target

(SEK) Buy 16.00
the fourth quarter amounted to 6,729 ounces, making the 2020 total 31,014 Rick High
ounces, an increase of 50% compared to 2019. Sales fell slightly during the ,

) o ) ) Price (SEK) 4.30
fourth quarter following the company’s decision to increase its gold stock.
The company can realise this stock at a later stage. After a successful year Market value (MSEK) 42/
with strong financial performance, we believe that the share has the potential No. of shares (million) 78.8
to develop very well in 2021. Free float 25%

Ticker AUR
New management and long-term decisions Next report 30 April 2021

The fourth quarter was the first reporting period under new CEO Danilo

< _ . . Website www.auriant.se
Lange a-nd CFO Vladimir Vorushkin. Profits for the period wgre impacted Analyst Caspar Hedman
by impairments and loan repayments. However, these accounting measures
were deemed necessary, and are in line with management’s goal of 8
strengthening the foundation for the company’s long-term success and
financial development. / 800
6 mJ
Significant upside 5 700
Mangold’s valuation for Auriant Mining uses a DCF model. In a base-case
scenario it motivates a stock price of SEK 15.80 per share. This is in line with 4 600
our Q3 price target of SEK 16. We have accounted for risks related to the e AUR OMXSPI
funding of new mine projects. The price target assumes that the gold price
remains the same as was realised in 2020. Additionally, we have conducted a Price trend
sensitivity analysis which demonstrates that an increase in the price of gold, im 3m  12m
to the London Bullion Market Association Consensus Estimate of USD 1,965
. - AUR -10.2 -22.8 15.8
per ounce, would raise the justified value to above SEK 19 per share.
OMXSPI 5.0 11.2 429
Key ratios Ownership structure Shares (million) Capital
2020 2021P 2022P 2023P 2024P Bertil Holdings Ltd 51.6 52.21%
Sales (MSEK) 4921 4193 4264 520.6 1,368.7 GoMobile Nu 21.9 22.22%
EBIT (MSEK) 187.2 203.8 189.9 160.6 676.9 Avanza Pension 2.5 2.50%
Profit/loss before tax (MSEK)  125.1  166.3 138.3 84.1 5754 Mangold 1.6 1.66%
EPS, adjusted (SEK) 0.98 1.38 1.15 0.77 5.24  Carl Peter Schroder 1.6 1.58%
EV/Sales 2.17 2.55 2.51 2.05 0.78  Danske Bank Int 1.3 1.33%
EV/EBITDA 416 4.25 4.18 3.89 1.30 Preben Blichert-Toft 1.0 1.00%
EV/EBIT 571 5.24 5.63 6.65 1.58 Christoffer Bergfors 0.9 0.87%
P/E 448 317 381 572 084 Total 98.8M 100%



Investment Case

Mangold repeats strong buy recommendation

Mangold continues to cover Auriant mining and repeats the buy recommendation
and price target of 16.00 SEK per share that was set in the previous update. Since
Mangold published its updated analysis in early December, the share has fallen to
around SEK 4.30 amid a lower gold price.

Our assessment is that the Auriant Mining share will develop strongly in 2021,
triggered by a continued upward profit trend as well as positive developments in
production, prospecting, and financing.

Solid foundation for further development

Auriant Mining is preparing major investments in the region of USD 180
million in the mines at Kara-Beldyr and Solocon. It is reasonable to expect that
approximately 70% can be financed through loans, and that the rest will be
financed by shareholders or external investors. A common practice is that major
players in the industry, such as large gold producers or royalty companies, provide
the financing in exchange for a larger share of ownership in a targeted new share
issue. News of this kind could be a positive catalyst for Auriant’s stock price.

With these investments, Auriant Mining’s production would increase from current
levels of 20-30,000 oz to 120-140,000 oz within a three to five-year period.
Auriant Mining positioning is attractive: the company has left early stages of
prospecting, which is a stage asscoiated with high risks. Meanwhile, the company
is mature enough to be able to scale up their production.

Valuation remains attractive

Mangold has valued Auriant Mining'’s future cash flows based on our base-case
production scenario for each mine, which extends to 2034. We have considered
risk in financing and have adjusted our assumptions with regards to the price of
gold. From 2021 onwards, we expect the company to realise a gold price of USD
1,755 per ounce, the same level as in 2020.

Consequently, this entails a valuation of SEK 16,00 per share, equal to the
price target we set after Q3. Moreover, it represents an upside of 250%. Share
performance in 2021 is driven by continued generation of earnings along with
successful management of future financing. We have also conducted a sensitivity
analysis which demonstrates that a realised gold price of USD 1,965 per ounce
would increase the justified value to above SEK 19,00 per share.

In conclusion, Mangold believes that the Auriant Mining share displays an attractive

risk-reward ratio. We repeat our strong buy recommendation and repeat the price
target of SEK 16,00 per share for the next twelve months.

Auriant Mining

Strong buy price target SEK 16,00
per share

Auriant Mining is in a ‘sweet-spot’

Production 120-140,000 oz in
3-5 years

Gold price of USD 1,755 dollar
per oz in forecast

Higher gold price gives higher
justified value

MANGOLD



Auriant Mining - Update

Production increases

Auriant Mining ended the year with slightly lower production compared to the
third quarter. This was primarily caused by a delay in alluviual gold production
(mining of gold deposits found in rivers) in Solocon due to the Coronavirus
pandemic. Production is expected to increase and return to relatively normalized
levels in 2021. The company produced 6,729 ounces of gold during the fourth
quarter and the average realised gold price for the quarter was USD 1,862/0z,
which is slightly below the average Q3 price of USD 1,923/0z. Revenues for
the year as a whole amounted to SEK 492 million, which is an increase of 79%
compared to the previous year. Profitability in 2020 was positively affected by a
higher gold price and lower compared to 2019. The company’s EBITDA increased
by 315% to SEK 283 million.

AURIANT MINING - QUARTERLY AND YEARLY FIGURES

Increased production and profit
go hand in hand

Q4 2019 Q42020 Jan-Dec2019 Jan-Dec 2020
Gold production oz 6,670 6,729 22,137 31,014
Gold price USD/oz 1,480 1,862 1,416 1,755
Sales (KSEK) 86,127 94,476 281,565 492,080
Operating profit (KSEK) 12,343 14,282 20,893 187,210
Operating margin 14% 15% 7% 38%

Source: Auriant Mining, Mangold Insight

Adjusted forecasts

Mangold has adjusted the volume forecasts it made in the third quarter update, in
line with Auriant’s revised production goals. Mangold has adjusted the gold price
in the forecast to USD 1,755/0z, which was the realised average gold price for
the company in 2020. The forecasts have also taken the depreciation of the US
dollar against the Swedish krona during 2020 into consideration.

AURIANT MINING - FORECASTS

(KSEK) 2021P 2022P 2023P 2024P
Gold production, 30 30 36 93
thousands of oz

Gold realised USD/oz 1,755 1,755 1,755 1,755
Sales 419,319 426,386 520,615 1,368,675
Opex -167,728 -170,554 -245,938 -547.470
EBITDA 251,591 255,832 274,677 821,205
EBITDA margin 60% 60% 53% 60%
Net earnings 136,342 113,414 75,684 517,845
EPS (SEK) 1.38 1.15 0.77 5.24

The company produces in line
with targets

2025P
142

1,755

2,075,393
-830,157
1,245,236
60%

844,582
8.55

Source: Mangold Insight
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Auriant Mining - Valuation

Mangold repeats strong buy recommendation

Mangold values Auriant Mining using a cash-flow valuation whereby we discount
the cash flows until 2034, which generates a value of SEK 15.80. Mangold
thereby maintains a strong buy recommendation with a price target of SEK 16,00
per share, whcih was set in the third quarter update. This implies that we see an
upside of 265% in the share.

Mangold has chosen to keep the adjustments in the cost of capital (return
requirement) and the risk factor which were applied to the company in our last
update. This is based on the strong results Auriant has produced during the year,
and the fact that Mangold believes the cautious accounting measures taken
during the year have contributed to a lower company risk. Thus, we have opted
to use a return requirement of 15% and to apply a risk factor of 20%.

AURIANT MINING - DCF

(KSEK) 2021P 2022P 2023P 2024P  ..2034P
EBIT 203,825 189,865 160,648 676,938 377,795
Free cash flow -47,652  -370,516 -203,094 359,408 578,624
Assumptions Risk  Discount Tax
discount rate
0.20 15% 15%

Price target

Enterprise value 2,193,425
Equity value (KSEK) 1,556,283
Price target per share 15.8
(SEK)

Source: Mangold Insight

Sensitivity analysis

Mangold has conducted a sensitivity analysis on the company based on the
cost of capital and the gold price. In the event of a decreased gold price of the
commodity at USD 1,500/0z, the analysis still indicates an attractive upside in
the share. The London Bullion Market Association (LBMA) Consensus Estimate
on the price of gold for 2021 is USD 1,965/0z. The sensitivity analysis gives
us a valuation range between SEK 9,40 and SEK 24,00 per share. Mangold's
base-case scenario places the price in the midst of this range.

AURIANT MINING - SENSITIVITY ANALYSIS

Return requirement 13% 15% 17%
USD 1,500/0z 14.7 11.3 9.4
USD 1,755/0z 19.8 15.8 13.5
USD 1,965/0z 24.0 19.4 16.9

Source: Mangold Insight

Auriant Mining

Strong buy repeated for Auriant
Mining

Sensitivity analysis shows high
upside if conditions change
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Appendix — Auriant Mining SWOT

Strengths Weaknesses
- Production of gold in Tardan to - Major investments required for the projects
partly finance the new mine projects in Kara-Beldyr and Solocon

- Board and management are knowledgeable and
experienced, and have an established network in Russia

Opportunities Threats
- Opportunity of substantial growth with help of new - Licensing or regulatory changes could
financier from another gold producer affect the company’s operations

- Potential for further prospecting for new
mineral reserves in the company’s other assets

Auriant Mining M Q N G O L D




Appendix — Auriant Mining Graphs

Auriant Mining - Free Cash Flow (KSEK) Auriant Mining - Sales & Growth
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Source: Mangold Insight
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Auriant Mining — Income statement and balance sheet

Income statement (KSEK) 2020 2021P 2022P 2023P 2024P 2025P 2026P
Sales 492,080 419,319 426,386 520,615 1,368,675 2,075,393 1,837,464
Operating expenses -209,126 -167,728 -170,554 -245,938 -547,470 -830,157 -753,832
EBITDA 282,954 251,591 255,832 274,677 821,205 1,245,236 1,083,633
EBITDA margin 57.5% 60.0% 60.0% 52.8% 60.0% 60.0% 59.0%
Depreciation/amortisation -69,506 -47.766 -65,967 -114,030 -144,267 -185,757 -165,324
Operating profit/loss 187,210 203,825 189,865 160,648 676,938 1,059,478 918,309
Operating margin 38.0% 48.6% 44 5% 30.9% 49.5% 51.0% 50.0%
Net interest income/ -62,123 -37,554 -51,554 -76,554 -101,554 -121,054 -121,054
expense

Profit after net financial 125,087 166,271 138,310 84,093 575,384 938,424 797,255
income/expense

Taxes -28,603 -29,929 -24,896 -8,409 -57,538 -93,842 -79,725
Net profit 96,484 136,342 113,414 75,684 517,845 844,582 717,529
Balance sheet (KSEK) 2020 2021P 2022P 2023P 2024P 2025P 2026P
Assets

Cash and bank balances 3,452 218,353 296,282 516,633 1,164,487 2,049,610 2,981,352
Accounts receivable 11,912 51,697 52,568 64,185 168,741 255,870 226,537
Prepaid costs 11,157 11,157 11,157 11,157 11,157 11,157 11,157
Inventories 60,993 68,929 70,091 85,581 224,988 341,160 302,049
Non-current assets 433,595 732,965 1,266,998 1,602,968 1,688,701 1,502,944 1,337,620
Total assets 521,109 1,083,101 1,697,096 2,280,525 3,258,074 4,160,741 4,858,715
Liabilities

Accounts payable 6,058 34,465 35,045 42,790 112,494 170,580 151,024
Liabilities 633,846 1,031,089 1,531,089 2,031,089 2,421,089 2,421,089 2,421,089
Total liabilities 639,904 1,065,554 1,566,134 2,073,879 2,533,583 2,591,669 2,572,113
Equity

Restricted equity 565,384 565,384 565,384 565,384 565,384 565,384 565,384
Non-restricted equity -684,179 -547,837 -434,422 -358,739 159,107 1,003,688 1,721,217
Total equity -118,795 17,547 130,962 206,645 724,491 1,569,072 2,286,601
Total liabilities and equity 521,109 1,083,101 1,697,096 2,280,525 3,258,074 4,160,741 4,858,715

Source: Mangold Insight
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Disclaimer

Mangold Fondkommission AB (‘Mangold’ or ‘Mangold Insight’) offers financial solutions to companies and private individu-
als with potential, delivered in a personalised manner with a high level of service and availability. At present the company
operates in two segments: i) Investment Banking and ii) Private Banking. Mangold comes under the supervision of the Fl,
Sweden’s financial supervisory authority, and conducts investment business in accordance with the Securities Market Act
2007:528. Mangold is a member of NASDAQ Stockholm, Spotlight Stock Market and Nordic Growth Market, and a deriva-
tives member on NASDAQ Stockholm.

This publication has been compiled by Mangold Insight for information purposes, and should not be viewed as advice. The
contents are founded on information from publicly accessible sources that have been deemed reliable. This means that the
accuracy and completeness of the subject content, as well as any forecasts and recommendations, cannot be guaranteed.
Mangold Insight does not provide any advance conclusions and/or judgements in the publication. Any opinions given in the
publication are those of the analyst at the time of its preparation, and these may change. No assurance is made that future
events will tally with opinions given in the publication.

Mangold disclaims all liability for direct or indirect damage that may be attributed to this publication. Investments in financial
instruments are associated with financial risk. The past performance of an investment is no guarantee of future perfor-
mance. Mangold therefore disclaims all liability for any loss or damage of any kind attributable to the use of this publication.

This publication may not be duplicated for any purpose other than personal use. The document may not be distributed to
physical or legal entities who are citizens of or resident in a country where such distribution is prohibited under applicable
laws or other regulations. Mangold'’s written consent must be sought to distribute all or any part of this publication.

Mangold may produce publications on behalf of, and for payment from, the company highlighted in the analysis, or an issu-
ing institute in connection with M&A, new share issues or IPOs.

The reader should assume that Mangold has received payment from the company to produce this publication. There may
also be a client/assignment relationship or consulting situation between the company and another department at Mangold.
In fulfilling such assignments, Mangold may in its own name need to make transactions with the company’s shares or related
instruments, for instance if Mangold is assigned as a liquidity guarantor. Mangold has guidelines for managing conflicts of
interest and restrictions for when trading may take place in financial instruments.

Mangold’s analyst does not own shares in Auriant Mining.

Mangold owns shares in Auriant Mining.

Mangold most recently analysed Auriant Mining on 3 December 2020.

Mangold performs/has performed services for the company and receives/has received compensation from the company
for these services.

Mangold comes under the supervision of the FI.

Recommendation structure:
Mangold Insight grades its share recommendations for 12 months ahead, based on the following structure:

Strong buy - An upside in the share of at least 20%
Moderate buy - An upside in the share of 10-20%
Neutral - An upside and downside in the share of 0-10%
Moderate sell - A downside in the share of 10-20%
Strong sell - A downside in the share of at least 20%
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