
 

 

Mining dividends looking like fools gold 

 
Investor demand for gold has hit a six year low as the price of the commodity retreats in earnest, 
forcing precious metal mining firms to drastically cut their dividend payments. 
 

 More than $2.5bn has flowed out of ETFs tracking gold in this year so far 

 The Market Gold Mining ETF has fallen 46% year to date 

 Precious metals miners’ aggregate dividends have plummeted to a five year low 
 

Gold bugs rush out of ETFs 
Over $2.5bn has flowed out of global gold 
ETFs in 2015 so far as the metal hovers at 
the lowest prices seen in five years. The more 
than 40% fall in the price of gold from the 
highs a couple years ago is still fresh and 
investors have remained cautious despite the 
recent increased market volatility. 
  

 
 
Miners in trouble  
Managing $4.7bn in AUM, the Market Vectors 
Gold Miners ETF tracks the world’s largest 
gold miners. NAV of the ETF is currently 
down 46% year to date but the fund has seen 
volatile fund flows during this precipitous.  
 
Prior to large outflows seen during July and 
August 2015, the fund saw two months of 
strong inflows occurring in May and June 
totalling $0.5bn. Additionally strong combined 
inflows of $1.2bn were seen in January and 
February 2015.  

 
Dividends expected to fall  
While some miners currently offer enticing 
trailing dividend yields basis due to 
suppressed prices, some names are 
expected to see further cuts to dividends 
going forward as operations are rationalised 
to cope with falling prices and lower demand.  
 

 
 
Markit Dividend Forecasting data reveals 
that across large precious metals miners, 
aggregate dividends are expected to fall to 
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$1.8bn; more than 60% below the $4.9bn 
seen in 2011.   
 
But aggregate dividends are expected to 
recover in 2016 however, growing by 25% to 
$2.3bn as cost cutting, capital expenditure 
and restructuring efforts start to impact firms 
cash flows after four years of sustained lower 
metal prices. 
 
Markit’s dividend forecasts expect dividends 
for Barrick Gold to fall by 30%, compounding 
previous dividends cuts which saw payments 
fall by a third on previous levels. The stock is 
down by over 50% in the last 12 months. 
 
Short sellers have recently been attracted to 
large silver and gold miner Fresnillo with the 
stock falling by 20% over the last six months.  
 

 
 
After three years of large dividend cuts in the 
regular dividend, total dividends from Mexican 
based Fresnillo are expected to fall by a 
further 20% this year to $0.065. This leaves 
the annual regular dividend payment some 
94% off its 2011 figure. 
 
Precious platinum miner  
Lonmin has not paid a dividend since 
February 2012, six months before the 
Marikana tragedy took place. Since then, the 

platinum price has fallen more than 50%, and 
Lonmin’s stock by 94%.   
 
Dividends are currently not forecast for the 
miner through to 2017 and short sellers have 
circled the stock once again, with shares 
outstanding on loan increasing to 10.5 %. 
  

 
 
Lonmin’s shares have come under significant 
pressure in the last three months; falling by 
73% as the company struggles with plans to 
refinance its debt burden.  
 
 
 
 
 
To read this article on our commentary 
website, please click here.  
 
To find out more about Markit Securities 
Finance or get more information, please 
contact us.  
 

Relte Stephen Schutte 

Analyst 

Markit  

Tel: +44 2070646447 

Email: relte.schutte@markit.com 

For further information, please visit www.markit.com 

 

 

550

600

650

700

750

800

850

900

950

1000

2.5

3.0

3.5

4.0

4.5

5.0

5.5

6.0

09/2014 11/2014 01/2015 03/2015 05/2015 07/2015

% Shares on loan PriceSource: Markit 

Fresnillo Plc 
% Shares on loan   Price 

35

85

135

185

235

4

5

6

7

8

9

10

11

12

09/2014 11/2014 01/2015 03/2015 05/2015 07/2015

% Shares on loan PriceSource: Markit 

Lonmin Plc 
% Shares on loan   Price 

The intellectual property rights to this report provided herein is owned by Markit Group limited. Any unauthorised use, including but not limited to copying, distributing, transmitting or 
otherwise of any data appearing is not permitted without Markit’s prior consent. Markit shall not have any liability, duty or obligation for or relating to the content or information (“data”) 
contained herein, any errors, inaccuracies, omission or delays in the data, or for any actions taken in reliance thereon. In no event shall Markit be liable for any special, incidental, consequential 
damages, arising out of the use of the data. Markit is a trademark owned by the Markit group. 
 
 This report does not constitute nor shall it be construed as an offer by Markit to buy or sell any particular security, financial instrument or financial service.  The analysis provided in this report is 
of a general and impersonal nature. This report shall not be construed as providing investment advice that is adapted to or appropriate for any particular investment strategy or portfolio.  This 
report does not and shall not be construed as providing any recommendations as to whether it is appropriate for any person or entity to “buy”, “sell” or “hold” a particular investment. 

  

http://www.bloomberg.com/news/articles/2015-08-16/lonmin-shares-plunging-66-leaves-few-good-options-to-raise-cash
http://www.markit.com/Commentary/Get/17082015-Equities-Mining-dividends-looking-like-fools-gold
https://www.markit.com/product/pricing-data-securities-finance
https://www.markit.com/product/pricing-data-securities-finance
mailto:press@markit?subject=Commentary%20link%20-%20MSF
mailto:relte.schutte@markit.com
http://www.markit.com/

