
Layers of possibilities

Results of the Group 
for the 4th quarter
and the full year 2018

15 March 2019



Cautionary Statement
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This presentation was prepared by KGHM Polska MiedźS.A. (KGHM). The presentation is strictly of an informational nature

and should not be construed as containing investment advice. The users of this presentation are solely responsible for their

own analysis and assessment of the market situation and of the potential future results of KGHM based on the information

contained in this presentation . The presentation is not, and should not be construed to be, an offer to sell, or to submit an

offer to purchase, any of the securities of KGHM. The presentation is also neither in whole nor in part the basis for

concluding any agreement or contract whatsoever or for undertaking any liabilities whatsoever . Moreover, this presentation

does not represent a recommendation to invest in the securities of KGHM.

Neither KGHM nor any of its subsidiaries shall be held liable for the results of any decisions taken based on or utilizing the

information contained in this presentation or arising from its contents . The market -related information contained within this

presentation was partially prepared on the basis of data arising from those third parties mentioned in this presentation .

Furthermore, certain declarations contained in this presentation may be of a forward -looking nature ɀin particular, such

declarations may be in the nature of projections, developed based on actual assumptions, reflecting known and unknown

types of risk as well as a certain level of uncertainty . The actual results, achievements and events which occur in future may

significantly differ from the data directly contained or understood to be contained within this presentation .

In no case whatsoever should the information contained within this presentation be considered as a clear or understood

declaration, or as any type of assertion whatsoever by KGHM or persons acting in its behalf . Neither KGHM nor any of its

subsidiaries are required or obligated to update this presentation or to provide its users with any additional information

whatsoever . KGHM furthermore hereby notifies the users of this presentation, that the sole reliable source of data on its

financial results, forecasts, events and company indicators are the current and periodic reports published by KGHM in

performance of the informational obligations arising from Polish law.
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Introduction



Continued cost discipline , stability , profitability , implementation of development initatives
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Summary of 2018 in the KGHM Group
Major factors and events impacting the results

Higher average annual copper price by 6%, molybdenum by 48% and nickel by 26%, with a lower silver
price by 8%

Positive impact on profit from the reversal of impairmet losses previously recognised on assets

V

V
EBITDA of the KGHM Polska MiedźS.A. Group : PLN 4 972 million

V

Higher revenues by the KGHM Polska MiedźS.A. Group , to PLN 20 526 million

V

Macroeconomic
environment

Revenues

Costs

Reversals of 
write -downs

EBITDA

V



Volatile changes in the copper price despite improvement in 
market fundamentals in 2018

Á 2018 was impacted by political tensions between the USA and China, which resulted in a substantial drop in the price
of copper as well as many other base metals at mid -year, as well a strengthening of the USD. However , starting from
the G20 summit at the turn of November /December , there was a gradual warming in relations between the USA and
China.

Á Despite this conflict , which had a direct impact on Chinese trade, demand for copper and imports of this metal to
China increased in 2018. Due to the imposition of restrictions there was a significant drop in scrap imports , which
however was partially offset by increased purchases of copper concentrate and refined metal .

Á The American Federal Reserve (Fed) is pursuing a policy of monetary tightening by raising interest rates (four times in
2018) as well as quantitative tightening . Recent dovish announcements by members of the Fed may however signal a
change in monetary policy and prolongation of the period of above-average growth in the United States.

Source : Thomson Reuters, KGHM Polska Miedź

The PLN -denominated copper price in 2018 
showed substantial volatility

Source: Bloomberg, KGHM Polska Miedź

The impact of the decision by China to cease
imports of 7th -category scrap was offset by higher
imports of other forms of the metal
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Copper price USD/t (l. axis)

Copper price PLN/t (r. axis)

Yearly average USD/t (l. axis)

Yearly average PLN/t (r. axis)

Cu concentrate imports (l. axis)

Scrap imports (r. axis)

Unprocessed copper imports (r. axis)



Summary of 2018 in the KGHM Group
New Strategy, production activities , projects
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Highlights RMR furnace (visualisation )

ÁNew Strategy : announcement of the Strategy of KGHM Polska
MiedźS.A. for the years 2019-2023 (19 December 2018)

ÁDeposit Access Program : an agreement was signed with the
Gmina (municipality) of Żukowiceand planning work commenced
related to the siting of the planned GG-2 shaft .

ÁMetallurgy Development Program : a subsequent stage in
technological start -up of the GłogówI smelter was completed .
In order to start operations by the copper concentrate roasting
installation at the GłogówI Copper Smelter and Refinery the
installation is being adapted . Start -up trials are underway .

ÁRevolving Casting -Refining Furnace : at the Legnica Copper
Smelter and Refinery work continues on building the RCR
furnace and casting machinery .

ÁSales of copper concentrate : in 2018 149.5 thousand tonnes
dry weight of copper concentrate was sold (containing 22.3
thousand tonnes of Cu).

ÁSierra Gorda : initiatives advanced under the debottlenecking
program , average annual daily ore throughput target of 130-140
thousand tonnes .

ÁExpansion of the ŻelaznyMost Tailings Storage facility : work
continues on building the Southern Quarter , whose completion
is planned at the end of December 2021. Construction began on
the Tailings Segregation and Thickening Station .

Model of casting machine for the RMR furnace

Copper concentrate roasting installation



Production results of the 
KGHM Polska Miedź S.A. Group
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Production and economic results

Production statistics Economic results

Q4Ʌ18 2018

Payable copper (kt) 169 634

Metallic silver (ton) 357 1 205

TPM (koz t) 44.8 174

Q4Ʌ18 2018

Revenues (mn PLN) 5 739 20 526

EBITDA (mn PLN) 1 182 4 972

Net profit (mn PLN) 682 1 658

Á Production of payable copper in 2018 amounted to 634 thousand tonnes and was higher than set in the
plan . The lower execution yoy was a result of the breakdown in the GłogówI Copper Smelter (HMG I) in 2017,
the effects of which adversely affected the production results of 2018. Lower production was also a result of
the maintenance shutdown of the GłogówII smelter in the third quarter of 2018.

Á Sales of payable copper are a direct reflection of production, but also include sales of copper in concentrate
by KGHM PolskaMiedźS.A.

Á Revenues in 2018 were slightly higher than in the corresponding period of 2017. The increase in revenues by
1% was mainly from KGHM International .

Á EBITDA for the Group was lower yoy by 14% due to the above-mentioned breakdown at GłogówI and the
increase of inventory as a result of the maintenance shutdown (KGHM Polska MiedźS.A.). Higher operating
results by Sierra Gorda and KGHM International .

Á Net profit of the Group for 2018 amounted to PLN 1 658 milion and was higher than the prior year. The
increase in profit by the Group by PLN 133 million was mainly due to lower impairment of non -current assets,
a higher result on involvement in joint ventures and a more favourable result on exchange differences
alongside lower operating results of KGHM PolskaMiedźS.A. and a higher cost of provisions .



KGHM INTERNATIONAL

Production of payable copper by the Group

Sierra Gorda (55%)
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KGHM Polska Miedź S.A.

522* 502

81
79

53
53

656
634

12M'17 12M'18

Á Production of electrolytic copper by KGHM

Polska MiedźS.A. exceeded the planned

amount despite lower execution

compared to the previous year, related to

the maintenance shutdown of the Głogów

II Smelter in the third quarter of 2018.

Á The slight drop in production by KGHM

International was due to lower production

by the Morrison mine , in which there was

a deterioration in geological and mining

conditions as well as a decrease in lower

average metals grade in ore .

Á The stable production of payable copper

by the Sierra Gorda mine in 2018 was

mainly due to higher copper recovery

despite a lower metals grade in ore .

Payable copper production (kt )

122*
135

20
1813
15

156

169

4Q'17 4Q'18

KGHM Polska 
Miedź S.A.

KGHM 
INTERNATIONAL

SIERRA GORDA

* Comprises electrolytic copper from third -party concentrate processing

+8%

-3%



KGHM INTERNATIONAL

* TPM ɀTotal Precious Metals, comprising gold, platinum and palladium

Production of other metals by the Group

1 218 1 189

14 14

1.6 1.6

1 234 1 205

12M'17 12M'18

-2%

117.3
83.2

74.0

67.6

28.0

23.2

219.4

174.0

12M'17 12M'18

-21%

Sierra Gorda (55%)
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KGHM Polska Miedź S.A.

19.7
14.7

0.7

0.6

20.3
15.3

12M'17 12M'18

-25%

Á Higher -than -planned production of

associated metals by KGHM Polska

MiedźS.A. The lower yoy execution

was due to the lower production of

electrolytic copper .

Á The lower production of TPM by

KGHM International was mainly

due to the substantial drop in

average content of precious metals

in the Morrison mine . Production

by this mine will be halted in the

first quarter of 2019.

Á The drop in molybdenum

production by the Sierra Gorda

mine was due to the lower content

of this metal in extracted ore .

303 353

3
40.4

0.5
306 357

4Q'17 4Q'18

+17%

30.6
21.1

18.7

16.3

6.1

7.4

55.5
44.8

4Q'17 4Q'18

-19%

3.3 4.0

0.1
0.2

3.4
4.2

4Q'17 4Q'18

+24%

Silver production (t)

TPM* production (koz t)

Molybdenum production (mn lbs )

101.9%

97.8%

68.6%

execution of targets [%]

119.0%

97.5%

79.0%

execution of targets [%]

87.3%

94.0%

execution of targets [%]
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Change in inventories of copper concentrate and copper anodes
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Inventories of copper in concentrate at the smelters ɀamount of Cu (t)

Inventories of copper anodes at the smelters ɀamount of Cu (t)

ÁThe prior level of inventories of copper in concentrate was due among others to 

the shutdown at the GłogówI Copper Smelter and Refinery to prepare for the 

start of operations by the flash furnace and to the planned, three -month 

maintenance shutdown at the GłogówII Copper Smelter and Refinery

ÁThe decrease in the level of inventories was due to sales of concentrate and to 

the planned work of production unit s

Á In subsequent quarters, concentrate inventories will decrease according to plan

-34%

Á Inventories of copper anodes are being built up for the planned 2-month 

maintenance shutdown at the Legnica Copper Smelter and Refinery in 2019 as 

well as a 2-week maintenance shutdown at GłogówI 

Á In subsequent quarters, the level of these inventories will be in line with the 

amounts targeted in the production plan
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Economic results of the 
KGHM Polska Miedź S.A. Group


