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Steppe Gold 
Boroo merger completion creates Mongolian gold 

champion 

Steppe Gold (“Steppe”) has announced the completion of the all-share merger with 

Boroo Gold to create Mongolia’s leading focused gold miner through the issue of 

143m shares at a price of C$0.59/share, with Boroo shareholders having a 55.9% 

interest in the expanded company. Combined group production is expected to be 

89koz of gold in 2024, split between 20koz at ATO from its heap Leach operation and 

69koz produced from the Boroo open pit mine. We expect this to increase to 140koz 

AuEq during the 2027 to 2029 period once the Phase II expansion of the ATO mine is 

completed, with operations continuing to at least 2038 and exploration upside at 

both assets. Steppe has also sold its interest in the non-core Tres Cruces project in 

Peru for C$12m, further strengthening the balance sheet. We marginally increase our 

valuation to C$1.59/sh, taking into account the deal close and gold hedge at Boroo. 

Boroo is low cost open pit, Ulaanbulag could extend operations to mid-2030s 
At Boroo we assume 2024 production of 69koz, with AISC of US$1,095/oz. The 

operation, which is made up of the Boroo and Ulaanbulag deposits, has a reserve of 

697koz with a measured and indicated resource of 1.02Moz and produced 67koz at an 

AISC of US$847/oz in 2023, produced 44.5koz in H1’24 and has been acquired on a 

‘zero net debt’ basis. Boroo is an open pit mine with an average reserve grade across 

the two deposits of 0.7g/t. Processing is both through a CIP (‘Carbon in Pulp’) plant 

and a heap leach operation, with the latter accounting for 15% of planned production 

over the life of the mine. Average site All in Sustaining cost (“AISC”) is guided to be 

US$900/oz over the balance of the mine life compared to a current industry average 

of US$1,450/oz. The Ulaanbulag deposit appears to extend to the south east and east 

of the current deposit, which could extend the life of the operation into the mid-

2030s. This life extension is outside of our current model. We value Boroo at US$203m 

based on our current LT gold price of US$1,900/oz. During 2024 we expect production 

of 69koz at Boroo at an AISC of US$1,107/oz. The majority of Boroo’s production for 

2024 has been hedged at US$2,000/oz, 17% below the current spot price, production 

from Q2’25 onward is unhedged. 

ATO projected production of 4koz in Q2, phase II progressing 
We expect Steppe to report Q2 production of 4koz from the company’s ATO mine at 

an AISC of US$2,354/oz from the mature heap leach operation. The Phase II 

expansion at ATO is underway with US$150m of funding secured for the 

development. The completion of the merger and additional revenues from Boroo 

should allow for a positive renegotiation of the funding terms. This, in turn, has the 

potential to increase production to 91koz from the mine by 2028 with first production 

in 2026. Ultimately, the mine should produce 1Moz AuEq at an AISC of US$1,135/oz 

with further exploration potential at depth beneath the planned pits with the option 

to either expand them or to develop an underground mine. Our NAV for ATO is 

C$336m which does not take into account the significant exploration potential at 

depth that could extend the mine life. 

Valuation: C$1.59/share valuation 
We value Steppe based on a DCF(10%) for ATO of C$336m and C$275m for the Boroo 

mine, both of which are mature operations with risked C$7m (0.5x NAV) for the UK 

project, which is also in Mongolia. This generates a valuation of C$1.59/sh which 

implies 156% upside to the current share price. The closing of the transaction is offset 

by a US$2,000/oz hedge on Boroo for 2024 and Q1’25, which was required to secure 

financing terms. Steppe is trading at 0.39x NAV compared to its peers at 0.63x NAV.
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+156% 
Upside from current share price to our 

C$1.59/sh target valuation 
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GICS Sector Materials 

Ticker TSX: STGO 

Market cap 2-Aug-24 (C$m) 157 

Share price 2-Aug-24 (C$)  0.62 

Target valuation Dec-24 (C$) 1.59 
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Key Charts 
ATO gold equivalent production and AISC   Boroo gold production and AISC  

 

 

 

Source: H&P Estimates  Source: H&P Estimates 

Steppe gold production and AISC   Steppe EBITDA and EBITDA margin* 

 

 

 

Source: H&P estimates  Source: H&P estimates, *2024 includes full year production at Boroo 

Steppe Gold asset map  Risk adjusted SOTP C$1.59, 156% upside 

 

 

 

Source: Company Reports  Source: H&P estimates 
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Disclaimer 

This Document has been prepared by H&P Advisory Limited (“H&P”), which is authorised and regulated by the Financial Conduct 

Authority (Firm Reference Number 805667) and is incorporated in England & Wales with no. 11120795. The Document is protected 

by international copyright laws and may not be (i) copied, photocopied or duplicated in any form by any means or (ii) redistributed 

(in whole or in part) without H&P’s prior written permission. 

The information contained herein does not constitute an offer or solicitation to sell or acquire any security or fund the acquisition 

of any security by anyone in any jurisdiction where such an offer or solicitation would be illegal, nor should it be regarded as a 

contractual document. Under no circumstances should the information provided in this Document, or any other written or oral 

information made available in connection with it, be considered as investment advice or as a sufficient basis on which to make 

investment decisions. This Document does not constitute a personal recommendation and, if appropriate, you should seek 

professional advice, including tax advice, before making investments decisions. 

The information in this Document does not purport to be comprehensive and has been provided by H&P (and, in certain cases, 

third party sources such as credit rating agencies) and has not been independently verified. The information set out herein and in 

any related materials reflects prevailing conditions and our views as at this date and is subject to updating, completion, revision, 

verification and amendment, and such information may change materially. H&P is under no obligation to provide the recipient 

with access to any additional information or to update this Document or any related materials or to correct any inaccuracies in it 

which may become apparent. 

Marketing Communication  

This Document does not represent investment research for the purposes of the rules of the Financial Conduct Authority (“FCA 

Rules”). To the extent it constitutes a research recommendation, it takes the form of NON-INDEPENDENT research for the purposes 

of the FCA Rules. As such it constitutes a MARKETING COMMUNICATION, has not been prepared in accordance with legal 

requirements designed to promote the independence of investment research and is not subject to any prohibition on dealing 

ahead of dissemination of investment research. 

Statements Relating to Performance 

All statements of opinion and/or belief contained in this Document and all views expressed and all projections, forecasts or 

statements regarding future events or possible future performance represent H&P’s own assessment and interpretation of 

information available to it as at the date of this Document. This Document and any related materials may include certain forward-

looking statements, beliefs, or opinions. By their nature, forward-looking statements involve risk and uncertainty because they 

relate to events and depend on circumstances that will occur in the future. There can be no assurance that any of the results and 

events contemplated by the forward-looking statements contained in the information can be achieved or will, in fact, occur. Past 

performance cannot be relied on as a guide to future performance. 

Distribution Restrictions 

This document is directed only at persons who: (i) are Qualified Investors within the meaning of Article 2(e) of Regulation (EU) 

2017/1129, as it forms part of UK law by virtue of the European Union (Withdrawal) Act 2018, (as amended); and (ii) have 

professional experience in matters relating to investments who fall within the definition of "Investment Professionals" contained 

in Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended) (the "Order") or are 

persons falling within Article 49(2)(a) to (d) (High Net Worth Companies, Unincorporated Associations, etc.) of the Order, or fall 

within another exemption to the Order (all such persons referred to in (i) and (ii) above together being referred to as "Relevant 

Persons"). This Document is not intended for distribution to or use by any person or entity in any jurisdiction or country where 

such distribution or use would be contrary to local law or regulation and persons into whose possession this Document comes are 

required to inform themselves about, and observe, any such restrictions.  

Valuation Assumptions/Risks 

Please note our valuation estimates provide an assessment of the value of the issuer at a specific point in time, based on public 

information as well as assumptions and forecasts made by H&P, which are subject to change at any time. It should be noted that 

the prices of listed equities often deviate significantly from assessments of their fundamental value. Our valuation estimates 

should not be interpreted as a prediction of the price at which the issuer’s shares will trade in future. 

Company/Issuer Disclosures 

H&P may from time to time have a broking, corporate finance advisory, or other relationship with a company which is the 

subject of or referred to in the Document. 


