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Index overview

The depreciation of the Australian dollar hasn’t provided
enough relief to offset the sharp fall in commodity prices in
the eyes of the market. Participants remain subdued and
uncertain of the outlook
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About the Index
The Deloitte Mining Services Index is designed to provide
insight into the mining services sector’s directional
sentiment from a market and investor perspective. The
Index is based on the market capitalisation of companies
which generate a significant portion of their revenue from
the mining services sector. Fifty one companies are currently
included in the Index and are listed later in this publication.
The six months to December 2015
The Index decreased by 12.03 points ($5.56 billion market
capitalisation) to 55.60 points compared to the June half.
By comparison, the benchmark ASX200 decreased by
3.98 points to 129.34 points.
The second half was characterised by further capitulation
amongst investors in mining related stocks. Whilst the
broader market was down, the recurring trend of industry
downsizing, cost cutting and profit downgrades continued
to dominate the mining services sector. Some participants
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have signalled the bottom of the market with operating
margins and revenue stabilising over the last 12 months.
This should be weighed against the threat of further falls
or sustained low commodity prices as well as the recent
shock in the oil price. As the broader mining industry
moves deeply into the production phase of the resources
cycle there is a risk mining construction will continue to
fall, directly impacting the Mining Services Index. With
commodity prices falling participants have also commented
on heavy price competition which has had an industry wide
impact on margins.
Despite the negative themes that continue to supress
investor appetite for the sector, there are signs of positivity
in the outlook for certain sections of the industry. Gold has
been identified as a potential growth area for participants
in the local market with the softening Australian dollar
providing for greater export competitiveness. There is talk of
new exploration opportunities in gold which may stimulate

the drill and blast services components of the industry.
As with our last report, we have segmented the index into three categories based on market capitalisation to demonstrate
performance between participants.
1. Market cap over $1 billion.
2. Market cap between $100 million and $1 billion.
3. Market cap under $100 million.
Categorisation of Index by market capitalisation
Market cap
Categories
Over $1b
$100m–$1b

Number of 31 Dec 15
companies $ million

Weighting

30 Jun 15
$ million

Change
$ million

Change
%

31 Dec 15
%

30 Jun 15
%

Change
%

6

19,942

24,211

(4,269)

(17.6%)

77.3%

77.1%

0.3%

16

4,670

5,120

(450)

(8.8%)

18.1%

16.3%

1.8%

Under $100m

26

1,182

1,620

(437)

(27.0%)

4.6%

5.2%

(0.6%)

Total Index

48

25,795

30,950

(5,156)

(16.7%)

100.0%

100.0%

-

There was a reversal in trend against the previous quarter in the $1 billion+ category with participants falling from $24.2
billion to $19.9 billion. Mineral Resources Limited fell into the $100 million to $1 billion space with a 39.2% drop in market
capitalisation over the half. There are now only six companies with market capitalisations greater than $1 billion.
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Major factors influencing sector

There is a strong connection between commodity prices and
the pipeline of future Australian business investment – the
lower that commodity prices go, the worse the outlook
for investment becomes. Therefore, current investment
momentum remains subdued as commodity prices continue
to fall on the back of ramped-up global supply and falling
Chinese (and therefore global) demand.
Australian business investment continues to slide as projects
reach the end of construction and as early-stage projects are
cancelled or delayed. This is reflected in the largely negative
recent capital expenditure survey released by the Australian
Bureau of Statistics. Total private construction work is
down markedly on last year and the falls will worsen in
the next year or two. Indeed, engineering construction has
contracted in ten of the last eleven quarters, and Deloitte
Access Economics is expecting this phase to continue until
about 2017-18.
According to Deloitte Access Economics’ most recent
Investment Monitor publication, the value of mining
projects either underway or in the pipeline has contracted
by more than 15% over the last year.
Softer conditions globally are proving problematic and may
challenge the returns on a number of major mining projects
that sit higher on the cost curve. Both mining exploration
and mining services have borne the brunt of cost-cutting
pressures as companies cut back investment and pursue a
lower cost profile. In addition, the transition of the mining
lifecycle to the production phase has weighed on mining
services – including the specialist construction, drilling and
pumping services – that occur during the exploration and
construction phases of mine lifecycles.
Major projects
Iron ore prices have fallen steeply in recent times and this
downward trajectory is not likely to abate any time soon.
With nearly half the world’s steel production occurring
through China, the Australian investment outlook remains
highly dependent on industrial production in that country.
Lowest cost producers such as BHP Billiton, Rio Tinto and
Vale are all cutting hard-to-win market share and pursuing a
lower average cost per tonne.
Despite this, output from new mines is still arriving. Hancock
Prospecting and partners have started shipping iron ore
from the $10 billion Roy Hill project, with an anticipated 55
million tonnes a year to come online in coming months. Rio
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Tinto is still considering the $1.4 billion Silvergrass project,
while both Sherwin Iron and Territory Resources have
proposals for new mines in the Northern Territory.
The outlook for coal also remains subdued. Yet, even so,
more than 50 million tonnes is scheduled to be added in
Australian annual production capacity by 2017 and a further
63 million tonnes could be added by that time if all of the
planned projects proceed. The biggest potential project –
the $8.3 billion China First Coal project in the Galilee Basin
– would account for an anticipated 40 million tonnes of
thermal coal capacity. On the other hand, regulatory and
market barriers are slowing the go-ahead of some major
projects in the pipeline, such as the $7.3 billion Carmichael
project.
Base metal prices have fallen significantly in recent months –
especially zinc and nickel. Yet, although prices have taken a
negative turn, supply keeps coming. Key projects have been
completed, including the $274 million George Fisher mine
expansion and the $170 million Mt Weld rare earths project.
However, the future of this sector hangs on the fate of a
handful of larger projects which remain under consideration
– such as the $1.5 billion Nolan’s Bore rare earth project and
the $1.1 billion NiWest nickel laterite project.

Micro factors causing disruption

Closing price ($)
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Expectations of a year-on-year revenue decrease were
announced via media release. Managing Director Ron Sayers
stated “We have seen a continuation of the slowdown across
the mining industry in both our key markets of Australia and
Africa...very importantly, the financial position of the group
remains strong with increased cash reserves of $77.9 million
and secured debt reduction from $100 million to $27 million”.
27 Aug 15

30-Nov

31-Dec

Ausdrill announces that KEFI Minerals Plc has
appointed African Mining Services, a wholly-owned
subsidiary of Ausdrill Limited, as Preferred Contractor
for Mine Establishment and Operation at the Tulu
Kapi Gold Project in Ethiopia. The estimated contract
value is USD300 million over the life of mine of
approximately 10 years.
14 Oct 15

25 Sep 15
Ausdrill annual report released. Operating profit before tax of $2.1 million was
reported, down 93.9% from the previous year. “Ausdrill is of the view that
provided there is not a significant fall in commodity prices from current levels, the
mining downturn may have bottomed out or be close to the bottom. However,
it anticipates that any recovery will be slow with challenging market conditions
continuing in FY16. The gold price (in Australian dollars) currently favours the
Australian mining industry and provides a platform for an increased level of activity
in the near term. The outlook for the resources industry is expected to improve
over the medium term in both Australia and Africa where Ausdrill has a long
established presence and local know-how and, as a consequence, Ausdrill remains
very well placed for a recovery”.

30 Oct 15
Chariman Terence O’Connor
addresses shareholders, announcing
a $2.1 million reduction in net
profit. Further, he stated that
“regrettably we can give no
guarantee that things will improve
in the short term, although we do
remain optimistic for the future”.
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Orica

Closing price ($)
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A new company operating model is announced. Intentions
are to simplify operations and to improve efficiency and area
performance. Alberto Calderon stated that “the challenging
market conditions make it critical that Orica has the right model
to build closer relationships with customers, maintaining resilience
and embedding its market leadership”.
27 Aug 15
7 Aug 15
Orica announces a full review of its business and its operating model in the
context of the ongoing challenging conditions facing the mining sector and
the oversupplied ammonium nitrate market. As a consequence, the company
advises that it expects to recognise a non-cash impairment charge of certain
property, plant, equipment and intangibles in the range of $1.35 billion to
$1.65 billion in its 2015 full year financial results. Managing Director and
CEO Alberto Calderon advised that “Market conditions remain extremely
challenging and in this environment there is an increased need to further
reduce costs and increase efficiency. The business review has been the
first step in this process”.
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30-Nov

31-Dec

2015 full year results are
released, with NPAT of $417
million being reported, down
from $564 million in the
previous corresponding period.
18 Nov 15
8 Dec 15
Amended income tax assessments issued to
Orica for the 2004, 2005 and 2006 income years
have been the subject of proceedings between
Orica and the Commissioner of Taxation in the
Federal Court of Australia. The Federal Court
found in favour of the Commissioner, with the
decision having an adverse impact on NPAT of
approximately $36 million.

Downer EDI
6.00

Closing price ($)

5.00
4.00
3.00
2.00
1.00
30-Jun

31-Jul

31-Aug

FY15 results are released. A revenue decrease of
4.8% on the previous year was reported, along
with an EBIT decrease of 9.2% and a dividend of
12 cents per share. The director’s report indicates
that Downer aims to make operational efficiency
gains in response to changing economic
conditions and the outlook for end markets.
6 Aug 15
30 Jul 15

30-Sep

31-Oct

Major shareholder
UBS group sells
down all holdings
in Downer EDI.

30-Nov

31-Dec

As part of a joint venture Downer EDI
wins a five year $170 million contract
with Queensland Urban Utilities (QUU)
to deliver electrical, civil and mechanical
maintenance services.

19 Aug 15

17 Dec 15

20 Aug 15

Downer EDI announces receiving
two letters of award from Adani
Mining Ltd informing the company
of its intentions to enter into coal
handling and preparation plant
contracts at Carmichael Coal mine in
Central Queensland.

4 Nov 15
Downer EDI awarded two
more contracts at Blackwater
mine, and announces share
repurchase, with an intention
to buy back 43,260,000
shares in as part of a capital
restructuring plan.

Chairman Mike Harding addresses
Downer EDI’s AGM, stating that “the
2016 financial year will be extremely
challenging, especially now that our major
customers are coming to the end of a
major capital spend era – especially in the
oil, gas and mining businesses”.
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Sedgman

Closing price ($)
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Sedgman announces it expects
the reported FY15 NPAT result to
be in the range of $16 million to
$17 million, up from $7.7 million
in FY14. Contributing factors
were the continuing focus on cost
control, strong performance within
the business and the renewal of
operating contracts during the
course of FY15.
14 Jul 15
27 Aug 15
15 Jul 15
Agreement entered into with MOD
Resources to inject $1.5 million
into feasibility studies in return for
revenues from the Mahumo Joint
venture.
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30-Sep

31-Oct

30-Nov

31-Dec

FY15 results release reports NPAT of $16.5
million, net cash flow of $109 million, as well
as a special franked dividend of 2.2 cents per
share. Sedgman Chairman Rob McDonald said
about the results “our NPAT for FY15 is a solid
performance and testament of a sound strategy
in difficult market conditions, which have beset
many service providers to the minerals sector”.
A dividend of six cents per share on ordinary
fully paid shares was also announced.

24 Sep 15
Sedgman and Civmec
joint venture awarded a
contract for BHP Billiton
iron ore. The contract is
valued at approximately
$145 million.

24 Nov 15
Six out of the seven resolutions put to the AGM,
all regarding the remuneration and re-election
of directors, were defeated following a poll
which was demanded by CIMIC Group. As
a result, three directors were removed from
Sedgman’s board. Chairman Rob McDonald
wrote to shareholders, saying that “we are
profitable, and as I indicated in my Shareholders
address, expect 2016 performance will be in line
with the previous year’s profits. We maintain
a strong balance sheet and enjoy a healthy
pipeline of business. And we have enjoyed
strong total shareholder return performance
over the last twelve months”.

Austin Engineering

Closing price ($)

0.60

0.45

0.30

0.15
30-Jun

31-Jul

31-Aug

Substantial shareholder
Bradken Pty Ltd,
decreased its
shareholding within
Austin Engineering from
21.5% to 14.4%.

30-Sep

Substantial shareholder
Bradken Pty again
decreased its
shareholding within
Austin Engineering from
14.4% to 11.8%.

3 Aug 15

25 Aug 15

21 Aug 15

30 Aug 15

Financial results for FY15
are released, detailing
a decrease in revenue
from local markets,
offset by an increase in
foreign market revenue.
Managing Director
Michael Buckland said of
the full year “the group
result confirmed our
view that $15 million
normalised EBITDA is
what we consider the
bottom of the market
for Austin. We have
been at these levels
for the last two years
and while seeing an
improvement over the
next 12 months; it is too
early to state that the
market has turned”.

31-Oct

30-Nov

31-Dec

Advise market that the
US legal proceedings
against Westech have
reached a preliminary
settlement agreement.

Chairman’s report is
released. A $40.9 million
loss was reported over the
year to June 2015.

28 Sep 15

9 Dec 15
24 Nov 15

Several new contracts
announced. Managing
director Michael Buckland
said “The amount of
work we are receiving in
Western Australia from
new clients is particularly
pleasing…Additionally
we are seeing a number
of orders now coming
from our existing clients
who have held off any
purchases for the last six
months”.

Announce the
rationalisation of four
East Coast operations
through the closure
of the Brisbane
manufacturing facility in
Carole Park, Queensland.
The closure will occur
progressively until the
end of February 2016
and is expected to reduce
the Company’s annual
operating costs by
$2.8 million.

27 Nov 15
Paul Reading makes
his final AGM address
as Chairman of the
board, commenting that
“while the Company
has budgeted for an
improved full-year result
in the current financial
year, the challenges
of the last two years
are continuing. We
are experiencing an
increased level of
activity, but it is too early
to call an end to the
downturn”.
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ALS Limited
7.00

Closing price ($)

6.00
5.00
4.00
3.00
2.00
1.00
30-Jun

31-Jul

31-Aug

Southeastern Asset Management
becomes a substantial
shareholder of ALS.

30-Sep

31-Oct

30-Nov

Announces that management
plans to diversify its service
offering into the water and food
sectors in the face of an industry
wide downturn.
3 Nov 15

27 Aug 15
30 Jul 15
Announces an underlying net profit
after tax of $135 million for the year
ended 31 March 2015, down 21% from
the previous year. Chairman Nerolie
Withnall commented that “the result
represented a solid outcome in current
market conditions and demonstrates
that the Group’s focus on its cost base,
maximising market share and continuing
to execute its long-term strategies
of market sector and geographical
diversification is working. Markets for
our services remain challenging in an
environment of low commodity prices.
This brings a strong cost focus from
most clients and therefore pricing
pressure in our businesses”.
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31-Dec

26 Nov 15
Announces an underlying net
profit after tax of $61.9 million for
the half year ended 30 September
2015, 7.6% below the previous
corresponding period and 38.1%
below the same period two years
ago. A $325 million equity raising
to strengthen its balance sheet
and accelerate growth in Life
Sciences was also announced.

1 Dec 15
Holds investor
presentation day
in Perth. The key
strategy presented
to shareholders is
the company’s plan
to diversify earnings
and grow non-cyclical
business service
offerings.

Programmed Maintenance Services
3.50

Closing price ($)

3.00
2.50
2.00
1.50
1.00
0.50
30-Jun

31-Jul

31-Aug

30-Sep

30-Nov

31-Dec

Half yearly results to 30 September
2015 are released. NPAT before
non-trading items was up 6% to $12.8
million. A statutory loss of $18.7 million
after non-cash goodwill impairment of
$28 million was also announced.

The Supreme Court of Victoria
approves the acquisition of
SKILLED Group by Programmed
Maintenance Services.

CBA sells substantial
holding in Programmed
Maintenance Services.
22 Jul 15
29 Jul 15

31-Oct

1 Oct 15
4 Aug 15

Chairman Bruce Brook says
that the acquisition of SKILLED
Group is a “win-win for both
companies’ shareholders”.
He also outlined further
diversification plans by
explaining that “the reduction
in resources earnings is
expected to be offset in
the year to March 2016 by
continuing strong growth in
earnings by our property and
infrastructure division”.

16 Oct 15
Credit Suisse
increases its
substantial holding
in Programmed
Maintenance
Services by a
further 15%.

19 Nov 15
23 Oct 15
The previously
announced scheme
of arrangement
between Programmed
Maintenance Services
and SKILLED Group
is implemented.
SKILLED Group further
announces its intention
to apply to be removed
from the official list of
the ASX.

A consortium, of
which Programmed is a
member, is announced
as preferred bidder
for the ACT Law
Courts Public Private
Partnership Project. The
project will include the
refurbishment of the
existing Magistrates
Court and Supreme
Court, integrating
a new building to
combine the courts into
a single facility with
improved amenities, and
maintaining the courts
for 25 years.
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Boart Longyear
0.14

Closing price ($)

0.12
0.10
0.08
0.06
0.04
0.02
30-Jun

31-Jul

31-Aug

30-Sep

31-Oct

Half yearly results are released, with a net loss
after tax of $152 million being reported to
investors. Investors were informed that the
first half of 2015 “continued to be a difficult
period for the industry and the Company due
to declining or stagnant prices for metals and
mined commodities”. Executive Chairman
Marcus Randolph is appointed as temporary
CEO while the board looks for a replacement.
24 Aug 15

30-Nov

Boart Longyear announces the
implementation of a facility for
the sale of unmarketable shares
due to low daily volumes of
shares being traded on the ASX.
21 Sep 15

16 Jul 15
Standard and Poor’s raise Boart
Longyear’s credit rating in response
to the Company concluding its
recapitalisation earlier in 2015. The
agency caveated this with a negative
rating outlook based upon “our view
that Boart Longyear’s EBITDA will
remain low and its leverage very high
over the next 12 months, as persistently
weak prices for many metals depress
investment by mining companies”.
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31-Dec

Boart Longyear announces
the completion of
unmarketable share
sale process.
3 Nov 15
16 Nov 15

Third quarter results are released.
A statutory operating loss of
$25 million for the three months
ended September 2015 was
announced, reflecting a $9
million deterioration over the
corresponding period in 2014.
Marcus Randolph stated that
“Drilling activity levels continue to
be low and we are also battling
headwinds in prices and foreign
exchange rates. However, we are
aggressively tackling costs and a
big push is underway to improve
our drilling productivity”.

22 Dec 15
Company announces that
the Canada Revenue Agency
(CRA) has been reviewing
the Company’s tax returns
for the 2010 through 2012
tax years. The CRA’s audit
division has advised of income
adjustments that could result in
tax and interest assessments of
approximately C$53 million at the
federal level and, in the coming
months, approximately C$2
million at the provincial level.

Index participants
Deloitte Mining Services Index: Rankings – Market Cap

Rank
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51

Company
CIMIC Group Limited
Orica Limited
ALS Limited
Downer EDI Limited
Seven Group Holdings Limited
WorleyParsons Limited
Mineral Resources Limited
Programmed Maintenance Services Ltd.
Monadelphous Group Limited
UGL Limited
Tox Free Solutions Ltd.
RCR Tomlinson Limited
Cardno Limited
Sedgman Limited
Watpac Ltd.
Decmil Group Limited.
Service Stream Limited
MACA Limited
GR Engineering Services Limited
Coffey International Limited
MacMahon Holdings Ltd.
Global Construction Services Limited
AJ Lucas Group Limited
Seymour Whyte Limited
RungePincockMinarco Limited
Bradken Limited
Ausdrill Ltd.
Fleetwood Corporation Limited
Southern Cross Electrical Engineering Limited
Boart Longyear Limited
Imdex Limited
Lycopodium Ltd.
SRG Limited
Saunders International Limited
Logicamms Limited
Boom Logistics Ltd.
Matrix Composites & Engineering Limited
Ausenco Limited
Korvest Ltd.
Austin Engineering Ltd.
Brierty Limited
NRW Holdings Limited
Emeco Holdings Limited
Swick Mining Services Limited
Mastermyne Group Limited
Hughes Drilling Limited
E&A Limited
Titan Energy Services Limited
SKILLED Group Limited
Calibre Group Limited
WDS Limited

31 Dec 15
$ million
8,226
5,788
1,728
1,551
1,501
1,149
753
616
614
399
376
305
253
205
193
178
175
170
119
107
107
99
94
87
83
83
80
76
57
57
50
48
48
46
44
44
42
40
29
27
25
24
23
20
19
19
13
3
–
–
–

Market cap
30 Jun 15
Change
$ million
$ million
7,362
863
7,885
(2,096)
2,382
(655)
2,068
(517)
1,936
(435)
2,577
(1,428)
1,238
(485)
342
274
873
(259)
348
51
405
(29)
238
66
533
(280)
156
50
151
42
194
(17)
114
61
176
(6)
135
(16)
36
72
82
25
98
1
104
(11)
97
(10)
99
(16)
245
(162)
122
(42)
84
(7)
47
9
102
(45)
65
(15)
51
(2)
38
9
47
(1)
47
(3)
57
(13)
43
(1)
41
(1)
37
(8)
44
(17)
44
(18)
52
(28)
46
(23)
22
(2)
15
5
43
(24)
21
(7)
5
(2)
400
(400)
53
(53)
19
(19)

All data included in diagrams, tables and charts has been sourced from either S&P Capital IQ or the ASX

Change
%
11.7%
(26.6%)
(27.5%)
(25.0%)
(22.5%)
(55.4%)
(39.2%)
80.2%
(29.7%)
14.7%
(7.0%)
27.8%
(52.5%)
32.1%
27.5%
(8.5%)
53.2%
(3.3%)
(12.2%)
200.0%
30.5%
1.0%
(10.3%)
(10.0%)
(16.2%)
(66.2%)
(34.6%)
(8.8%)
20.0%
(44.3%)
(23.3%)
(4.7%)
23.8%
(2.5%)
(5.9%)
(23.3%)
(2.7%)
(2.6%)
(21.3%)
(38.9%)
(42.0%)
(53.5%)
(49.6%)
(8.6%)
31.2%
(56.1%)
(35.3%)
(44.0%)
(100.0%)
(100.0%)
(100.0%)

Weighting
31 Dec 15
30 Jun 15
%
%
31.9%
23.4%
22.4%
25.1%
6.7%
7.6%
6.0%
6.6%
5.8%
6.2%
4.5%
8.2%
2.9%
3.9%
2.4%
1.1%
2.4%
2.8%
1.5%
1.1%
1.5%
1.3%
1.2%
0.8%
1.0%
1.7%
0.8%
0.5%
0.7%
0.5%
0.7%
0.6%
0.7%
0.4%
0.7%
0.6%
0.5%
0.4%
0.4%
0.1%
0.4%
0.3%
0.4%
0.3%
0.4%
0.3%
0.3%
0.3%
0.3%
0.3%
0.3%
0.8%
0.3%
0.4%
0.3%
0.3%
0.2%
0.2%
0.2%
0.3%
0.2%
0.2%
0.2%
0.2%
0.2%
0.1%
0.2%
0.2%
0.2%
0.1%
0.2%
0.2%
0.2%
0.1%
0.2%
0.1%
0.1%
0.1%
0.1%
0.1%
0.1%
0.1%
0.1%
0.2%
0.1%
0.1%
0.1%
0.1%
0.1%
0.0%
0.1%
0.1%
0.1%
0.1%
0.0%
0.0%
–%
1.3%
–%
0.2%
–%
0.1%
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