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INVESTMENT LEVELS
DECREASED - BUT $1.75BN
INVESTED

2016 saw deal numbers by mining private equity
funds drop to their lowest level in three years, since
BLP started tracking the activity. Dropping by two
thirds to 36 deals, 2016 was significantly lower than
the 119 deals in 2015 and 50 in 2014.

As well as the number of deals decreasing,

2016 saw a reduction in the amount of equity
invested by mining private equity funds in mining
companies. Only $1.75bn was invested which

is broadly on a par with 2014 but $1.45bn less
than 2015, not taking into account the additional
alternative funding provided in 2015. However, the
average size of investment in 2016 rose to $49m
from $40m in 2014 and $26.6m in 2015, signalling
some recovery in the sector as a whole.

In a positive sign, whilst 2015 was dominated by
mining private equity funds increasing their stakes
in existing portfolio companies, often where they
were forced to do so to protect their investment,
the majority of investments in 2016 were to acquire
a strategic stake.

In addition, whilst 2016 saw less activity in terms
of deal numbers, it does not necessarily mean
that mining private equity funds had a quiet year.
In 2016 a number of the mining private equity
funds were reported to be busy raising additional
funds or follow on funds. It has been estimated by
Denham Capital that private equity funds are still
looking to deploy around $5-7bn in the coming
years, which suggests 2017 will be a busier year for
many. However, 2016 also saw a couple of funds
which were looking to deploy large amounts

of capital, significantly reduce their activities

or wind down.
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INVESTMENT STRUCTURES

In 2016, as with previous years, the highest
number of deals were in the acquisition of Acquisition
Strateglc StakeS_ Half Of the deals Were ClaSSIerd ...............................................................

as the acquisition of strategic stakes although 64%
this represented 30% of the value invested in
2016. Within this there were also a small number :
of deals where the investment included exposure : Increase stake
to the underlying commodity, for example IR 6 0/
through a royalty. : : °
Whilst nearly a third of the deals by number were
increases in stake, these represented only 6% of Strategic stake
the total value of all transactions, down from 19% N
by value in 2015. In 2015 many funds appeared 30%
to be protecting their previous investments,
although 2016 also saw a small number of stakes
increased through the conversion of debt or
debt for equity swaps.
2016 also saw outright acquisitions make up
one fifth of total deals, which interestingly
represented 64% of the total amount
invested as compared to 52% in 2015.
The larger proportion of funds invested
in acquisitions is again a positive sign,
indicative of a wider recovery in the sector.
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GEOGRAPHICAL BREAKDOWN

Continuing the trend from 2015, North America
saw the largest number of deals, followed by
Africa and Australia. There were 11 deals in North
America, worth $278m, 8 deals in Africa worth
$104m and 7 deals in Australia worth $470m.

Europe once again had the fewest deals. It also
saw a sharp decrease in the amount invested,
down to $50m from a high of £922m in 2015.

However, the jurisdiction with the biggest
increase in the amount invested when compared
to 2015, was Russia/Asia. In 2016, $825m was
invested in three deals - a seven fold increase
from 2015.

Africa

2016 also saw a big decrease in the amount

of money invested into Africa. In 2015, $367m
was invested across 22 deals, whereas only
$104m was invested across eight deals in 2016.
However, this was proportionate to the decrease
in activity generally, as the deals into Africa

as compared to the rest of the world stayed
stable at approximately one fifth of the number.
This means that although Africa still remains a
jurisdiction of interest to investors, the amount
invested was hit by the decrease in activity from
the smaller mining private equity funds, many
of whom were instead focussed on

raising additional funds.
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HOT COMMODITIES

There has been little change in the popularity
of commodities in the past 3 years, with gold
once again accounting for the largest number
of deals. It was also the commodity at the
centre of the deal involving the greatest sum of
money. The other most popular commodities
were copper and coal, which reflects the

relative strength in the underlying commodities.

Most favoured commodities by
deal number:
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Most favoured commodities
by amount invested in 2016:

LOOKING FORWARD

2017 is expected to see the next wave of
investments by mining private equity firms
which should see an uptick in the number of
deals. In addition, with the recovery in a number
of commodity prices, the Chinese companies
and private equity funds are beginning to make
advances. Two large deals have already been
announced, investing as much money in Q1
2017 than the entirety of 2016.
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Getting in touch

When you need a practical legal solution for
your next business opportunity or challenge,
please get in touch.

London

Adelaide House, London Bridge
London EC4R 9HA England

Alexander Keepin
Tel: +44 (0)20 3400 4273
alexander.keepin@blplaw.com

Segun Osuntokun
Tel: +44 (0)20 3400 4619
segun.osuntokun@blplaw.com

Alexander Sarac
Tel: +97156 663 8828
alexander.sarac@blplaw.com

Clients and work in 130 countries, delivered via offices in:

About BLP

Berwin Leighton Paisner is an award-winning,
international law firm. Our clients include over
50 Global Fortune 500 or FTSE 100 companies.
Our global footprint of 14 international offices has
delivered more than 650 major cross-border
projects in recent years, involving up to

48 separate jurisdictions in a single case.

The Firm has won eight Law Firm of the Year
titles, is independently ranked by Chambers and
the Legal 500 in over 65 legal disciplines and also
ranked in ‘the top 10 game changers of the past 10
years’ by the FT Innovative Lawyers report 2015.

Expertise

Antitrust & Competition
Commercial

Construction

Corporate Finance

Dispute Resolution
Employment, Pensions and Incentives
Energy and Natural Resources
Finance

Insurance

Intellectual Property
Investment Management
Private Client

Projects and Infrastructure
Real Estate

Regulatory and Compliance
Restructuring and Insolvency
Tax
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Abu Dhabi, Beijing, Berlin, Brussels, Dubai, Frankfurt, Hong Kong,
London, Manchester, Moscow, Paris, Singapore, Tel Aviv and Yangon

www.blplaw.com
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