
 
 

Freeport-McMoRan 
1Q17 results 
 
 Freeport-McMoRun released 1Q17 (NYSE: FCX). FCX’s total 

copper sales reached 809mn lbs (some 19% below expectations) due to 
regulatory restrictions on PT Freeport Indonesia’s concentrate exports since 12 
January 2017. The exports from Indonesia resumed in April 2017.  Gold sales 
reached 182k ozs (460k oz expected), also affected Indonesian operations. The 
Indonesian subsidiary PT-FI reduced workforce and slow investment in its 
underground development. The company may reach 1.1bn lbs of copper and 
1.9mn ozs of gold for FY17 if the operating rate remains normal for the rest of the 
year. However, there is a risk of a strike in May at PT-FI, which the company is 
trying to prevent negotiating with the unions’ leaders and the government. Direct 
costs related to regulatory restrictions were $21mn in 1Q17 ($0.17/lb). 
Molybdenum sales reached 24mn lbs. Average realized prices were $2.67/lb for 
copper (above our 2017 average of $2.42/lb), $1229/oz for gold ($1200/oz), and 
$8.71/lb ($6.8/lb) of molybdenum for 1Q17. Average unit cash cost was $1.39/lb 
copper in 1Q17 that is higher than expected, but the company’s guidance is 
$1.08/lb for the year.  

 Freeport-McMoRun had no borrowings in 1Q17. The company’s 

debt reduced to $15,363mn as of 31 March 2017 from $18,404 as of 31 
December 2016, and cash reached $4,001mn. In 1Q17 the company paid 
$500mn of 2.15% Senior Notes due 2017. Net debt was $11,362mn. The share 
$13.9bn out of $15.4bn debt is senior notes issued at the rate of 4.4%. The 
weighted average interest rate is 4.3% that translates to c$0.66bn interest 
payments per year. Interest expense for 1Q17 was $167mn. The company has 
$3.5bn revolving credit facility at 31 March 2017. Operating cash flow was 
$792mn in 1Q17. The forecast the company gave for FY17 is based on $2.5/lb of 
copper and $1250/oz of gold and $9.0/lb of molybdenum for the rest of the year. 
The operating cash flow may reach $4bn for FY17. The capex amounted $344mn 
for 1Q17 and estimated at $1.6bn for FY17, including $0.9bn for mining project 
development in Grasberg. 

 PT-FI subsidiary performance remains the key factor of 
uncertainty for FCX. The largest portion of capex (56% of FY17 capex) and 

26% of copper production and 99% of gold production related to Indonesian 
operations performance. The imports right granted by the government to the 
company for the 6-month period during which the company should negotiate new 
conditions with the government provide at least normalized volumes for this 
period if no strikes or other disruptions. However, the risk of potential disruptions 
in the production if negotiations are not successful still exists for 4Q17. We put 
our target price under review to adjust for the changes in the production plan of 
the company. 
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Description:  
Freeport-McMoRan is the world’s largest publicly 
traded copper producer, with an asset base 
diversified in gold, silver, cobalt, molybdenum. The 
company has assets located in North and South 
America and Indonesia. 
*as of 28/04/2017  
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Analysts certification and disclaimer 
 
This report has been prepared and issued by Hypothesis Research Limited (“Hypothesis”) in 
accordance with Hypothesis policies for managing conflicts of interest arising as a result of publication 
and distribution of investment research. Hypothesis Research is authorised and regulated by the 
Financial Conduct Authority (“FCA”). This report has been prepared by the analyst whose name 
appears on the front page of this report. 
The information contained within the report is intended for use by professional clients and eligible 
counterparties as defined in section 3 of the FCA Conduct of Business rules. Our research must not 
be acted on or relied upon by persons in the UK who would be categorised as retail clients. 
The report must not be distributed in any other jurisdictions where its distribution may be restricted by 
law. Persons into whose possession this report comes into should inform themselves about, and 
observe, any such restrictions. 
All information used in the publication of this report has been compiled from publicly available sources 
that are believed to be reliable, however we do not guarantee the accuracy or completeness of this 
report. Opinions contained in this report represent those of Hypothesis and the analyst at the time of 
publication.  
Hypothesis does not offer or provide personalised advice. The information provided is not intended to 
be, and should not be construed in any manner whatsoever as, personalised advice as it does not 
have regard to the specific investment objectives, financial situation and particular needs of any 
specific person who may receive this report. The information provided by us should not be construed 
by any subscriber or prospective subscriber as Hypothesis’ solicitation or inducement to buy, sell, 
subscribe, or underwrite any securities mentioned in this report. Investors should make their own 
investment decisions based upon their own financial objective and resources. 
Hypothesis has a restrictive policy relating to personal dealing. Hypothesis, its respective directors, 
officers, employees and contractors do not hold any positions in the securities mentioned in this 
report. Hypothesis may perform services or solicit business from any of the companies mentioned in 
this report.  
The value of securities mentioned in this report can fall as well as rise and may be subject to large 
and sudden swings. In addition, it may be difficult or not possible to buy, sell or obtain accurate 
information about the value of securities mentioned in this report. Past performance is not necessarily 
a guide to future performance. Forward-looking information or statements in this report contain 
information that is based on assumptions, forecasts of future results, estimates of amounts not yet 
determinable, and therefore involve known and unknown risks, uncertainties and other factors which 
may cause the actual results, performance or achievements of their subject matter to be materially 
different from current expectations.  
To the maximum extent permitted by law, Hypothesis, its affiliates and contractors, and their 
respective directors, officers and employees will not be liable for any loss or damage arising as a 
result of reliance being placed on any of the information contained in this report and do not guarantee 
the returns on investments in the products discussed in this publication. 

Please find further information and disclaimer on http://www.hypothesisresearch.co.uk/disclaimer. 

 

Important disclosures 


