
 
 
                                                            

                              

 

Research on McEwan Mining (1/21/19) 

 

Description: Engages in the exploration, development, production, and sale of gold and silver. 

The company owns 100% interests in the El Gallo 1 mine and El Gallo 2 project in the state of 

Sinaloa, Mexico; and the Black Fox Complex, Buffalo Ankerite, Fuller, Davidson Tisdale, and 

Black Fox North properties in Canada. It also owns a 61.01% interest in the Paymaster property 

in Canada; and a 49% interest in the San José mine in the province of Santa Cruz, Argentina. In 

addition, the company owns 100% interests in the Gold Bar and Tonkin properties in Nevada, 

the United States; and the Los Azules copper project in San Juan, Argentina. Further, it owns 

interests in other exploration properties located in the United States; and in the province of San 

Juan, Argentina, as well as in Mexico. The company was formerly known as US Gold Corporation 

and changed its name to McEwen Mining Inc. in January 2012. McEwen Mining Inc. was 

founded in 1979 and is headquartered in Toronto, Canada. 

 

Ticker: MUX 

Price: $1.67 

Market Cap: $575M 

Performance: 2018 was -19.8% and so far YTD the stock is down -8.3% 

 

Analysis: 

As with almost every single small cap miner, McEwen Mining is no different - it's a tough call. 

Essentially what this investment is, is a play on Gold and one that can pay off big time. Let's 

take a look at MUX history. 

 



 
 

- In 2006, Gold went from $500/oz to $1000/oz in 2007. MUX in that same time period went 

from $0.36 to $9.50, a 26x increase. 

- In 2008, Gold went from $750 to $1750/oz in 2011. MUX in that same period went from $0.42 

to $9.15, a 22x increase. 

 

With Gold now at $1,282/oz, and in this area for roughly 5 years, can MUX make a move back 

to $9? It's going to be tough. While we do see Gold rising, we would have liked it to have risen 

much more during the market turmoil in October-December. Since then, Gold has only risen 

8.5% when economists were yelling for a recession and global panic over the government 

shutdown, China tariffs, and a ton more. 

 

As we examine MUX specifically, what will happen if Gold doesn't move higher? The company 

currently has $49.7M in debt, $25M of which was provided by the CEO Rob McEwan. In 2019, 

the company expects their cost of servicing that debt to be around $5M, roughly 12.5% of the 

$40M in cash they have on hand. So at this point, solvency shouldn't be an issue but it definitely 

worth noting because the company is no where near cash flow positive and is completely 

reliant on issuing more debt or shares to continue as a business. Their cash cost per ounce is 

$822 and their all in cost per ounce is $1,023, both of which are below the price of Gold which 

is $1,282/oz like we mentioned above. 

 

We mentioned the CEO, Rob McEwan. As you can tell from the name this is also his company 

and his interests are pretty much as close to aligned with shareholders as possible. He not only 

lent the company $25M of his own money, he also only pays himself a $1 salary, no cash 

bonuses or options, and has a 23% equity stake in the MUX valued at $132M. Rob McEwan was 

also the founder of one of the largest gold mining companies in Gold Corp. In his final 13 years 

as CEO of Gold Corp he grew the company from a $50M market cap to $8B. Investors in MUX 

are hoping that McEwan can do the same exact thing here. 

 

Why is McEwen putting so much into MUX? For one reason. He has come out publicly many 

times with a bold prediction that the precious metal will soar almost fourfold to $5,000 an 

ounce, bolstered by a weaker dollar and waning demand for trendy assets like pot stocks. For 

reference, McEwen has been wrong before. In 2017, he predicted a “tsunami” of liquidity 

seeking safe haven would push gold above $5,000 an ounce. In 2016, he predicted prices of 

$1,700 to $1,900 by the end of the year. The metal ended below $1,200 an ounce, and trades 

only slightly higher now two years after the prediction. 



 
 

 

Back to MUX. The company was investing heavily last year. They spent about $84M in 2018 on 

project developments and they expect that number to fall to $10M in 2019 which will help cash 

flow tremendously. In 2018, the company's production was 176,000 ounces and is projecting 

for 201,000 in 2019 as their Gold Bar Nevada begins to bear fruit for them. 

 

If being a small cap junior miner isn't enough, the company has a beta to Gold of 3.0x, meaning 

the volatility here is and will be wild. A big downside we need to mention is that the company is 

notorious for diluting shareholders (view image below). As of their most recent quarter, the 

company has 349M shares fully diluted outstanding (image below was as of end of Q3 but most 

recent company document showed 349M). This is up from 314M at the end of Q4 2017. Also, 

the company does issue a $0.01 dividend which might not be much but is something. 

 

 

 

Fundamentally, the argument to own the stock doesn’t get better. MUX trades at roughly 123x 

its last twelve months earnings, 81x forward earnings, 4.5x forward sales, and 1.1x book value. 

While we’d like to tell you that fundamentally the company holds a 1.0x book value it doesn’t. 

On many occasions and for an extended period of time it has traded as low as 0.4x book value 

(view image below). 

 



 
 

 

 

 

Something to keep note of that also caught our attention. The short interest on this MUX has 

recently hit almost all-time highs which, if good news does erupt or Gold does shoot higher, will 

cause a sizeable short covering that will help fuel the stock higher. Refer to the image below 

and you will see that roughly 14% of all shares outstanding are short AKA about 48M shares. 

 

 



 
 

 

Technically speaking, it is oversold on Williams %R and almost oversold on MFI and RSI. Looking 

at the Fibonacci levels, the next support is at $1.60 and we believe it will get close to that level 

in the coming days. If it does hold, then we believe it's worth an entry but only for a swing. If 

your risk tolerance is large enough then yes you can enter as an investor but keep close tabs on 

the company and ensure all the projects are meeting their production estimates and ensure 

that the price of Gold is keeping above their cost basis. Please keep in mind though that since 

Gold’s recent run, MUX has not been keeping up with it. Whether this is an opportunity to 

capitalize on a miscorrelation or is a sign that something is not right is hard to say and only 

leads us to say trade it more than invest in it. 


