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KEY FIGURES, KSEK
Year 2012 2013 2014p 2015p 2016p

Revenues 0 0 0 0 243 855

EBIT –7 977 –10 098 –17 234 –43 891 94 577

Profit –5 888 –5 991 –15 322 –41 978 96 489

Earnings per share (SEK) –0,48 –0,42 –0,72 –1,98 4,54

P/E-ratio – – – – 1,4

Net debt –33 261 530 –41 470 51�978 –56�490

Equity 113 584 107 732 166 099 124�120 220�609

Cash flow from operations –5 689 –8 682 –14 620 –19 965 125 361
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Potential in 
Sotkamo Silver
Sotkamo Silver is a junior mining company aiming at 
opening a silver mine in eastern Finland. Our DCF-
valuation shows upside potential for the share and 
we recommend subscribing to the new share issue.

S
otkamo Silver is a junior 
mining company which 
intends to exploit mine-
ral deposits in the Nordic 

countries and was created in its 
current form in March 2010. The 
share is listed on NGM Equity and 
NASDAQ OMX Helsinki as well 
as traded on Börse Berlin, Open 
Market, Germany.

The company’s main project is the 
Silver Mine in the municipality 
of Sotkamo in eastern Finland. 
The silver deposit was discovered 
in 1980 but no mining has been 
done due to low silver prices in 
the late 80ths/early 90ths. The mi-
ning concessions were acquired by 
Sotkamo Silver in 2010 and since 
then, the company has invested in 
dewatering and ventilation as well 
as power lines and resource esti-
mates. In March 2014, the latest 

Bankable Feasibility Study (BFS) 
was presented and it showed an 
expected life of the mine of 8 years. 
It also showed a positive NPV (be-
fore taxes) calculated with 8 % 
interest if the silver price remains 
above USD 15/oz during the pro-
ject period, which is expected to 
start in 2015/2016.

Between March 31 and April 14, Sot-
kamo Silver is raising MSEK 42.5 
in a new share issue at the price 
of SEK 6 (EUR 0.68). Our DCF-
valuation indicates a target price 
of SEK 11 (EUR 1.22) given the 
base case estimates from the BFS 
after the share issue. This creates 
an upside potential for Sotkamo 
Silver compared to both the new 
share issue price and current share 
price. Our recommendation is to 
subscribe to the share issue and to 
buy after the share issue.  

BUY

CEO: Timo Lindborg
Chairman: Mauri Visuri
Largest owners: Teknoventure Oy and Finnish  
 Industry Investment Ltd (14.2�%)
Market cap during  MSEK 135 /14 M€
issue period:  
Market Cap before  MSEK 156 / 17 M€
share issue period: 
List: NGM Equity and OMX Helsinki
Current share price: SEK 6.35 / 1,0 €
P/E 2014: n.m.

FACTS IN BRIEF

CEO Timo Lindborg has a genuine 
background in the mining industry 
and a doctor’s degree in techno-
logy and a bachelor of science in 
geology. He is the former CEO of 
the gold company Endomines.

The three largest owners have 
around 40�% ownership of the 
company which creates a strong 
ownership base. The CEO owns 
10�%.

The company has very little debt 
and with the upcoming new share 
issue, the company will cover its 
cost up until 2017.

Our DCF valuation gives a target 
price of SEK 11 after the new share 
issue. If the production is pro-
longed by three years, the target 
price could be SEK 14. From the 
base case, the sensitivity analysis 
shows that a 10% increase in 
revenues gives a target price of 
SEK 15.50.

The sensitivity analysis shows that 
the target price could go down to 
SEK 5.80 if revenues are 10�% lower 
than projected during the project 
period and capital- and operating 
expenditures remain the same.
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Company criteria’s in general
Management (1–10)
The management is assessed on a ten grade scale where 1 is low and 10 is 
high. A crucial point for the grading is the managements’ industry expe-
rience, competence, confidence from the stock market and previous ac-
complished performance.

Owners (1–10)
The owners are assessed on a ten grade scale where 1 is low and 10 is 
high. A crucial point for the grading is the owner’s previous actions in the 
company, their financial strength, their board representation and previous 
results of investing in similar companies or sector. Long-term thinking 
and responsible acting towards other shareholders are also of great im-
portance.

Financial situation (1–10)
The financial situation is assessed on a ten grade scale where 1 is low and 
10 is high. In this decision criterion, the company’s profitability, the finan-
cial situation, future investments and other financial commitments as well 
as potential over- and under values on the balance sheet and other factors 
that might affect the financial situation of the company.

Potential (1–10)
The company potential is assessed on a ten grade scale where 1 is low and 
10 is high. A crucial point for the grade is the size of future potential profit 
in relation to today’s share price. Another crucial point is on what market 
the company is presently on and the potential and profitability on this 
market. A company might be getting a high grade even though the future 
potential growth is low but the share is valued at a lower level than what 
the future potential shows and vice versa if the company has a high future 
potential  growth but the share is valued at a higher level.

Risk (1–10)
The risk is assessed on a ten grade scale where 1 is low and 10 is high. The 
risk is cumulative assessment of all risks that a company can be exposed 
to which will affect the share price. The grade based on a weighted as-
sessment of the general risk level in the company, the current valuation of 
the share, the competitive situation for the company and an assessment of 
future surrounding world events which might affect the company.
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The company
Sotkamo Silver is a junior mining company which intends to exploit mine-
ral deposits in the Nordic countries and was created in its current form in 
March 2010. The company aims to be a leading developer of Nordic mine-
ral deposits and the goal is to increase mineral resources and ore reserves 
by exploration, deposit development and acquisitions or partnerships.

Sotkamo Silver owns through its wholly owned subsidiary a silver de-
posit in Taivaljärvi, Finland, and a gold deposit in Hopeavuori in the Tam-
pere region, Finland. In addition, there is one gold deposit, Harnäs, which 
is a former small scale gold mining site in Sweden. There is also a zinc-, 
silver- and gold deposit in Mo i Rana, Norway, acquired in 2013.

The company has several other mineral deposits close to the mining 
area, which later on could be possible satellite mines to the Silver Mine.

Sotkamo Silver is listed on NGM Equity and NASDAQ OMX Helsinki 
as well as traded on Börse Berlin, Open Market, Germany.

The Silver mine  
The Silver Mine is located in the municipality of Sotkamo in eastern Fin-
land, 475 kilometers from Helsinki, and was discovered in 1980 by uni-
versity researchers. The geology in the area consists of siliceous quartz 
porphyritic rocks interpreted as felsic volcanic rocks as well as metamorp-
hosed to felsic volcaniclastic rocks, including volcanic breccias; banded 
quartz-sericite-biotite schist and quartz-phyric crystal tuffs.

In 1991, Outokumpu Oy conducted a feasibility study on the Silver 
Mine project. Metallurgical tests were completed as a part of the feasibi-
lity study. The tests demonstrated that the mineralization was amenable 
to concentration with standard floatation techniques. However, due to a 
weak silver price, the project was not financially feasible.

In 2005, the previous owners let the mining concession lapse and the 
owners of Sotkamo Silver Oy applied for a claim reservation over the pro-
perty and they were issued in May 2007. Since 2006, the company has put 
its effort into the development of the deposit with a clear vision to start the 
construction works of the Finland’s first silver mine.

Sotkamo Silver is traded on 
three different exchanges.
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In March 2014, Sotkamo Silver presented an updated Bankable Feasibility 
Study (BFS) for the Silver Mine. This study concluded that the in a base 
case, the mine has a 35 % IRR and a Net Present Value of MEUR 30 at 
an 8 % discount rate, calculated with an average silver price of $ 21,5 /
Oz between 2016–2025. The payback period is said to be less than three 
years from production-start and the expected life of the mine is according 
to the today’s reserves at 3.3Mt (with an average grade of 102 g silver per 
ton) is 8–10 years. The EBITDA-margin is believed to be 46 % during the 
first four years. 

ORE RESERVE ESTIMATE
Silver Gold Zinc Lead

Category Mt Grade (g/t) Metal (Moz) Grade (g/t) Metal (oz) Grade (%) Metal (t) Grade (%) Metal (t)

Proven 1,8 98 5,7 0,29 16 783 0,69 12 420 0,33 5 940

Probable 1,5 106 5,2 0,29 14 321 0,74 11 366 0,36 5 530

Total 3,3 10,9 31 104 0,71 23 786 0,34 11 470

In addition to the ore reserves there are earlier published mineral resour-
ces of 1.33 Mt inferred resources with 75 g/t silver and about 0.5 Mt con-
taining more than 100 g/t silver. A substantial portion of these resources 
are expected to be converted into ore reserves in a cost-effective way, with 
reasonable amount of drilling from existing decline.

Sotkamo Silver has also conducted an additional geophysical survey 
at its Silver Mine-deposit. The conductive zone, which is an extension of 
the deposit, can be defined as an Exploration Target (JORC 2012), since it 
forms a liable extension of the Silver Mine-deposit, both as to shape and 
position and in accordance with known geological structures. The zone 
has been penetrated by six drill-holes which contain the same type of cores 
as in Silver Mine ś intersections.

The volume of the Exploration Target is more than 20 Mt mineral re-
sources and the grade 60 g/t silver at the cutoff grade of 30 g/t silver, which 
increase the target substantially.

Silver
Silver (Ag) is the most common of the precious metals. It has the highest 
electrical conductivity of all elements and the highest thermal conducti-
vity of all metals.

Although silver is best known as a material for jewelry and ornaments, 
industrial use constitutes over half of all consumption. A quarter of the 
consumption is electrical or electronic use for example in keyboards, ca-
bles, or silver oxide batteries. Other industrial uses of silver are for example 
as catalyst in chemical reactions or for optical uses as reflecting materials 
in mirrors or solar panels. Silver is also used in some applications due to its 
antibacterial qualities. In pace with the digital camera development, the 
demand for silver in the film industry has halved over the past ten years, 
which has been balanced by stronger demand from other uses.

Much of the increased demand comes from jewelry market in the BRIC 
countries, where the silver jewelry is much cheaper and often more modern 
than gold jewelry. An additional element of demand that has increased 
strongly since the end of 2003 is investments in silver. The lag vis-à-vis 
gold investments are approximately two years, but the cause is the same: 
protection against the weaker dollar and expected high inflation.

 

Silver is the most common 
of the precious metals.
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Management
CEO
Timo Lindborg, president and CEO since May, 2010. Doctor of Techno-
logy, Master of Science in Engineering and Bachelor of Science in Geo-
logy. Adjunct professor at Oulu University: Business Processes in Mining 
Industry. Former CEO in Endomines AB, Endomines Oy and Kalvinit Oy. 
Timo Lindborg has a deep knowledge about mining projects and Nordic 
companies.

CFO
Agnetha Pernerklint, CFO on a consultancy basis since May 2010 and 
with a B.A. from Stockholm University.

Managing director, Sotkamo Silver Oy
Ilkka Tuokko, managing director of the Finnish subsidiary Sotkamo Sil-
ver Oy since September 2011.  Master of Sciences in geology and mine-
ralogy from Oulu University. Ilkka Tuokko is the former Group Geology 
& Mining Manager of Mondo Minerals B.V. and has more than 30 years 
of experience from mining projects and international mining companies. 
He also has a Competent Person status according to Australian JORC and 
Swedish SveMin.

Board of Directors
Chairman 
Mauri Visuri, chairman since 2011 and board member since 2010.  
Master’s degree in economics from the University of Vaasa and a Mecha-
nical Engineering degree from Vaasa Polytechnic. Mauri Visuri has exten-
sive experience from the mining- and process industries. He is managing 
director of Teknoventure Oy, one of Sotkamo Silver’s larger shareholders.

Board members
Jarmo Vesanto, board member since 2013. MSc in Geology from the Uni-
versity of Oulu in Finland and a member of the Australian Institute of 
Mining and Metallurgy. Jarmo Vesanto is Altona Mining Limited’s lead 
manager in Finland. He has 35 years’ experience with Outokumpu and 
expertise in exploration and mining on a global scale.

Katja Keitaanniemi, board member since 2014. A Licentiate of Science: 
Paper Technology & Industrial Management and a Master of Science: Pa-
per Technology & Pulp Technology from Helsinki University of Technolo-
gy. Katja Keitaanniemi has previously been Head of Investment Banking 
Finland & Member of Management Group of Global Investment Banking 
at Swedbank in Helsinki.

Teuvo Jurvansuu, board member since 2010. He has 35 years of expe-
rience in the mining industry and has made a long career in Outokumpu 
Oy. Teuvo Jurvansuu has worked in various mines in Finland and held 
various positions such as Maintenance Engineer, Mine Superintendent, 
Maintenance Manager, Mine Manager and General Manager.

The CEO is very experienced 
in the mining industry.
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SHAREHOLDERS
Company shareholders as of December 30, 2013 Number of shares %

Teknoventure Oy 2 016 000 14,2

Finnish Industry Investment Ltd 2 016 000 14,2

Timo Lindborg through company 1 448 340 10,2

Ilmarinen Mutual Pension Insurance Company 1 200 000 8,5

Jouko Jylänki 1 068 879 7,5

Kaarlo Taipale 940 930 6,6

FIM Bank Ltd 710 425 5,0

Nordea Finland 454 580 2,5

Öhman Luxemburg 327 086 2,3

Försäkringsaktiebolaget, Avanza Pension 317 041 2,2

Olli Salo 93 888 0,7

Pohjola Bank PLC Client 84 725 0,6

Nordnet Pensionsförsäkring AB 74 286 0,5

Göran Sundholm 50 990 0,4

Folke Hillberg 50 052 0,4

Other 3 407 946 24,1

Total 14 156 664 100,00

Number of registered shareholders: 6 026

New share issue and further need of capital
In its upcoming share issue (March 31 and April 14), Sotkamo Silver will 
raise a maximum amount of MSEK 42.5 by issuing approximately 7 mil-
lion shares at SEK 6 (EUR 0.68). The money will according to the company 
be used to finance further drilling and exploration in the Silver mine as 
well as cover group fixed costs. A part of the 1.33 Mt inferred resources 
will be converted to reserves using some of the money and with these new 
resources; it is possible to prolong the production with up to three more 
years.

The amount raised from the share issue will cover costs until 2017. 
According to the BFS, Sotkamo Silver will need around MEUR 23 (MSEK 
207) in capital expenditure to start the mine in 2015/2016 which means 
that additional financing will be required. Thus the investor buying the 
share prior to this must take into account that the additional financing will 
come from a new share issue if it is not financed through debt.

 

The new share issue period 
is between March 31 and 
April 14.
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Valuation and recommendation
DCF
In our valuation of Sotkamo Silver we have chosen to implement the ex-
pected revenues, costs and capital expenditures from the BFS Base Case. 
We believe that this gives a fair view of the potential of the Silver Mine. 
As with all projections depending on a price development, the future price 
of silver is the far most crucial parameter in our valuation. The base case 
silver price is an average of USD 21.5/oz for the mining period. Sotkamo 
Silver has tax loss carry forwards of MSEK 49 as of 2013 which remove 
taxes up until 2019 which creates positive value in the company.

We have made two different DCF valuations with regards to the num-
ber of years that production will be possible. Both valuations have been 
done assuming that the new share issue is successful. 

The scenario with 8 years of production gives a value of SEK 11 per 
share which creates an upside from the new share issue price of SEK 6.

Discount rate 8%
   Risk free rate (SE10) 2%
   Market premium 7%
   Beta 0,8

Tax rate 22%

Year 2014p 2015p 2016p 2017p 2018p 2019p 2020p 2021p 2022p 2023p 2024p
(KSEK)
Revenue 0 0 243 855 250 389 286 038 278 244 211 563 209 142 198 702 130 410 0
EBIT -17 234 -43 891 94 577 96 107 94 986 84 373 14 394 19 208 67 995 25 083 0
   Margin nm nm 39% 38% 33% 30% 7% 9% 34% 19%
Tax on EBIT* 0 0 0 0 0 -18 562 -3 167 -4 226 -14 959 -5 518 0
EBIT after tax -17 234 -43 891 94 577 96 107 94 986 65 811 11 228 14 982 53 036 19 565 0

Cash flow adjustments
   Working capital 468 -4 877 -131 -713 156 1 334 48 209 1 366 2 608 0
   Capital expenditure -18 792 -215 127 -16 893 -11 016 -24 660 -13 266 -6 795 -3 393 0 0 72 522
   Depreciation 234 26 891 29 003 30 380 33 462 35 120 35 970 36 394 0 0 0
Free cash flow -35 324 -237 004 106 555 114 757 103 944 88 999 40 451 48 192 54 402 22 173 72 522

Discounted FCF -32 808 -204 440 85 367 85 389 71 833 57 124 24 114 26 682 27 974 10 590 32 168
Enterprise value 183 992

Net debt -41 470
Equity value 225 463
No of shares (million) 21,2
Target price (SEK) 11
Source: BFK and Bloomberg
* Sotkamo Silver has tax loss carry forw ards of MSEK 49 as of 2013

DCF-valuation of the Silver Mine

The scenario with 11 years of production gives a value of SEK 14 which 
gives a much larger upside. This scenario is not our base scenario since but 
should be seen as a bonus of an additional SEK 3 on the value per share is 
Sotkamo Silver is successful in prolonging the production. 

Our DCF-valuation is based 
on the BFS base case.
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Discount rate 8%
   Risk free rate (SE10) 2%
   Market premium 7%
   Beta 0,8

Tax rate 22%

Year 2014p 2015p 2016p 2017p 2018p 2019p 2020p 2021p 2022p 2023p 2024p 2025p 2026p 2027p
(KSEK)
Revenue 0 0 243 855 250 389 286 038 250 389 278 244 211 563 209 142 211 563 211 563 198 702 130 410 0
EBIT -17 234 -43 891 94 577 96 107 94 986 96 107 84 373 14 394 19 208 14 394 14 394 67 995 25 083 0
   Margin nm nm 39% 38% 33% 38% 30% 7% 9% 7% 7% 34% 19%
Tax on EBIT* 0 0 0 0 0 -21 143 -18 562 -3 167 -4 226 -3 167 -3 167 -14 959 -5 518 0
EBIT after tax -17 234 -43 891 94 577 96 107 94 986 74 963 65 811 11 228 14 982 11 228 11 228 53 036 19 565 0

Cash flow adjustments
   Working capital 468 -4 877 -131 -713 156 -713 1 334 48 209 48 48 1 366 2 608 0
   Capital expenditure -18 792 -215 127 -16 893 -11 016 -24 660 -11 016 -13 266 -6 795 -3 393 -6 795 -6 795 0 0 72 522
   Depreciation 234 26 891 29 003 30 380 33 462 30 380 35 120 35 970 36 394 35 970 35 970 0 0 0
Free cash flow -35 324 -237 004 106 555 114 757 103 944 93 614 88 999 40 451 48 192 40 451 40 451 54 402 22 173 72 522

Discounted FCF -32 808 -204 440 85 367 85 389 71 833 60 086 53 054 22 396 24 781 19 319 17 943 22 412 8 484 25 772
Enterprise value 259 587

Net debt -41 470
Equity value 301 057
No of shares (million) 21,2
Target price (SEK) 14
Source: BFK and Bloomberg
* Sotkamo Silver has tax loss carry forw ards of MSEK 49 as of 2013

DCF-valuation of the Silver Mine

Sensitivity analysis
The sensitivity analysis is done on the scenario with 8 years of production 
and shows that the target price is most sensitive to changes in the metal 
prices (reflected by changes in the revenues). If they were to be 10% lo-
wer during the entire mining period, with all costs equal, the target price 
would go down to SEK 5.80 but if they were to be 10% higher during the 
entire mining period, the target price would be SEK 15.50. 

For the capital expenditure a 10% decrease results in a target price of 
SEK 11.50 and a 10% increase SEK 9.70. A 10% decrease in operating ex-
penditure results in a target price of SEK 13.50 and an increase SEK 7.80. 
Thus, the target price is very volatile to changes in the assumed inputs.
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Recommendation and target price
Our recommendation for Sotkamo Silver is to subscribe to the new share 
issue because we see potential from today’s share price to our target price 
of SEK 11. After the new share issue, we still see some potential in the 
share, making the recommendation to buy after the new share issue. If 
Sotkamo Silver is successful in running the production for an additional 
three years, the target price increases to SEK 14.

The target price is most 
sensitive to changes in 
revenues.
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Birger Jarl Fondkommission AB (”BFK”) is a securities company under the supervision of the Swedish 
Financial Supervisory Authority (Swe: Finansinspektionen). BFK is authorized, inter alia, to prepare 
and disseminate investment and financial analyses as well as other forms of general recommenda-
tions with respect to trading in financial instruments. Aktiespararen, which also publishes Aktie-
spararna Analysguiden, is a magazine published on a monthly basis.

The information in this analysis is based on information considered trustworthy by the publisher 
of Aktiespararen and BFK. Aktiespararen or BFK can however not guarantee the accuracy of the in-
formation. The content of this analysis does not represent advice on investment or any other form of 
recommendation. The content may under no circumstances be seen as any offer or invitation to invest 
in any financial instrument. The views and conclusions that are expressed in this analysis are intended 
only for the recipient. It is prohibited to copy, reproduce or distribute the contents of this analysis  wit-
hout written authorization from BFK and Aktiespararen. Aktiespararen and BFK  are not responsible  
for any direct or indirect damages  caused by the information in this analysis. Historical return shall 
not be considered as an indication for future return.

The analyst, Jimmy Hallberg, who has composed this analysis, has no economic interest in or 
holdings in Sotkamo Silver, BFK or Aktiespararen. The analyst is not, at the time of the preparation of 
this analysis, aware of any concrete or potential conflicts of interest that concern the analyst, BFK or 
Aktiespararen. BFK has in accordance with current laws and regulations established guidelines for 
handling conflicts of interest whereby the analyst’s objectivity and independence is ensured.


