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Impala cuts its production profile to restore profitability
Reduced production announced today by Impala Platinum. Impala is making a number of structural changes to the
Impala Rustenburg mine plan in order to restore profitability in this period of low platinum prices. The highlights of
the plan include the closure of five uneconomical shafts, which Impala says will reduce production from 750 koz/y
Pt – including 16 and 20 shaft at design capacity, but these shafts are currently producing at approx. 40% and 50% of
capacity respectively – to 520 koz/y by 2022.
This should reduce real operating costs from R25,100/Pt oz to R22,000/Pt oz over the next four years, and the resulting
infrastructure efficiency improvements will reduce stay-in-business capital requirements from R2,800/Pt oz to less than
R2,000/Pt oz in real terms. Impala will incur once-off restructuring costs of approximately R2.7 billion during FY19 and
FY20.
Impala Rustenburg produced 655 koz Pt in FY17 (or 646 koz ‘stock-adjusted’), and just 343 koz in the first nine
months of FY18 because of a pipeline lock-up of around 75 koz Pt in the July to December 2017 period. Some of this
inventory build was to be processed in the second half of FY18. The full year production guidance for Impala Rustenburg
was 560 koz for FY18 (taking into account this lock-up and current production levels from 16 and 20 shaft) and is now
quoted as a ‘stock-adjusted’ 658 koz. Impala’s revised plan therefore results in a reduction of between 40 koz and 140
koz/y from current output by 2022 (depending on pipeline stock movements), and a 230 koz/y reduction from expected
output (i.e. 16/20 shafts completed). This supply reduction could put the platinum market into fundamental deficit in
2023, one year earlier than forecast.
Impala Rustenburg stock-adjusted Pt production
koz
800
700

646

658

680

660

600

520

520

8 shafts

6 shafts

FY17

FY18

FY19

FY20

FY21

6 shafts

10 shafts

300

11 shafts

400

12 shafts

500

200
100
0
FY22
Source: Impala Platinum

Reduced platinum supply will be price-supportive for palladium and rhodium. Impala’s revised plan will reduce
palladium supply by 20-65 koz/y from current levels and by 110 koz from expected output by 2022. The palladium
market is in a deep fundamental deficit, and this supply reduction widens this deficit to over 1.1 moz by 2021 (previously 2023). Rhodium supply could decrease by 15-25 koz from current levels, or 30-35 koz from expected levels by
2022. This could place the market into deficit in 2022, one year earlier than forecast.
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DISCLAIMER

This document is being supplied to the recipient only, on the basis that the recipient is
reasonably believed to be a professional market participant in the precious metals market. It
is directed exclusively at entrepreneurs and especially not intended for the use of consumers.
The material contained in this document has no regard to the specific investment objectives,
financial situation or particular need of any specific recipient or organisation. It is not
provided as part of a contractual relationship. It is not and should not be construed as an
offer to sell or the solicitation of an offer to purchase or subscribe for any investment or
as advice on the merits of making any investment. This report has been compiled using
information obtained from sources that Heraeus and SFA (Oxford) Ltd (“SFA”) believe to be
reliable but which they have not independently verified. Further, the analysis and opinions
set out in this document, including any forward-looking statements, constitute a judgment
as of the date of the document and are subject to change without notice.
There is no assurance that any forward-looking statements will materialize. Therefore,
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neither SFA nor Heraeus warrants the accuracy and completeness of the data and analysis
contained in this document. Heraeus and SFA assume no liability for any losses or damages
of whatsoever kind, resulting from whatever cause, through the use of or reliance on any
information contained in this document. However, in so far as a liability claim exists
under German law, Heraeus and SFA shall have unlimited liability for willful or grossly
negligent breach of duty. Unless expressly permitted by law, no part of this document may
be reproduced or distributed in any manner without written permission of Heraeus. Heraeus
specifically prohibits the redistribution of this document, via the internet or otherwise, to
non-professional or private investors and neither Heraeus nor SFA accepts any liability
whatsoever for the actions of third parties in reliance on this document.
Prices quoted are interbank (offer) prices for gold, silver, platinum and palladium.
Rhodium, ruthenium and iridium quotes reflect the Heraeus offer price at the time of
writing.

