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Precious metals royalty companies continue to
outperform mining equities, but for how much
longer?
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One of the standout performers in the mining sector during the last decade or
so is unquestionably Franco Nevada Corporation (TSE:FNV)(NYSE:FNV).
The royalty specialist, which floated in its current incarnation on the Canadian
market in 2007, has enjoyed an almost unbroken run of share price strength,
and long ago left its original listing price of C$15.20 for dust.
Back in 2007, the company's core was the US$1.2bn royalty portfolio that it
had been spun out of Newmont Mining (TSE:NGT).

Share Information

Since then though there have been deals galore, including the acquisition of
Gold Wheaton and royalties on the giant Cobre Panama project, and the
Antamina and Candelaria mines among many others.
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The shares have responded accordingly, and now trade at around C$130,
meaning that Franco Nevada is not far off a ten-bagger.
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Gold & silver
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Ten baggers don't come along that often as any seasoned mining investor will
know, but the chances of a company that has never run a line or staked a claim
in its history delivering such claims are rare indeed.
Instead, this ten bagger has generated cash from day one and has, moreover,
delivered its exceptional growth through what have universally been described
as some of the toughest times in mining in living memory.
Compare that performance, for a moment with the major miners that are
operating in a similar space, the in particular the precious metals giants, since
a total of 83.8% of Franco Nevada's revenue during the April-June quarter was
generated from gold, silver and platinum.
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Company Synopsis:
Franco-Nevada Corporation (TSX:FNV) is
a&nbsp;gold focused royalty company with
additional interests in platinum metals, oil &
gas and other assets. The majority of
revenues are generated from a diversified
portfolio of royalty properties in the United
States,
Canada
and
Australia.
action@proactiveinvestors.com

Over the same period, since 2007, when Franco Nevada listed shares in
Barrick Gold (TSE:ABX) have dropped from around C$40 to the current price of
C$26. Similarly, shares in Newmont Mining - now Newmont Goldcorp
(TSE:NGT)(NYSE:NEM) - have dropped by 20% from US$50 to the current
price of around US$40.
And shares in Gold Fields (JSE:GFI) dropped by around 10% to R9,000. The best big name performer in the gold
space over that time period is Newcrest Mining Ltd (ASX:NCR), shares in which have risen by just under 25%.
Data for Fresnillo (LON:FRES) doesn't go back quite that far, but the gains booked since May 2008 amount to just
under 30%.
The message is clear enough: on a ten year view, anyone interested in blue-chip investments in the precious metals
space would have been a standout winner if they'd picked Franco Nevada over any other major mining company.
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But what is it about Franco Nevada?
Is it just that this company has struck the most judicious deals in town?
Not quite.
It's more about the model itself.
Because a quick glance at the performance of some of the sectors other major players in the royalty space reveals a
similar, if not quite so spectacular, pattern of strength.
Thus, shares in Wheaton Precious Metals Corp (TSE:WPM) have risen by roughly 130% since that late 2007 date,
shares in Sandstorm Gold Ltd (TSE:SSL)(NYSE:SAND) are up almost fivefold, and shares in Royal Gold
(NASDAQ:RGLD) have more than quadrupled.
The only exception is Osisko Gold Royalties (TSE:OR), which has trod water since it was spun out of Osisko proper
back in 2015. Nevertheless, you can see what was on the Osisko management's minds when they did that spin out.
And success in the royalty space doesn't just run to the big boys.
Since it was listed in 2010, shares in Metalla Royalty & Streaming Ltd (CVE:MTA), have risen in value fivefold, such
that the company is now worth upwards of C$170mln. And shares in another junior Mavrix Metals Inc
(TSE:MMX)(NYSE:MMX) have also done well, tripling in value since the company listed in 2010 and built up a portfolio
of more than 60 royalties and streams.
So what are we to make of all this?
One obvious conclusion would be that royalty companies are simply just better investments. Certainly, there's less
execution risk of the type that's bedevilled big projects like Barrick's Pascua Lama. And there's less jurisdictional risk of
the type that continuously wrapped Freeport McMoRan's Grasberg mine in complexity and confusion before it was
eventually legally sequestered.
On the other hand, might it be true to say now that royalty companies are overbought, and that the miners themselves
are due for a run of comparable success.
After all, the great draw of the royalty companies is that mitigation of risk, and there's been so much risk around in the
past ten years or so, that it's no wonder that investors looking for safe ways to gain precious metals exposure have
been buying in. First off there was the global financial crisis. Then there was the spike in the gold price and its
subsequent collapse, during which time global growth was anaemic at best.
And latterly there's been the trade war between the US and China. These sorts of conditions can bode very well for
gold, but are far less a sure thing when it comes to equities. So the companies with the least risk with the securest
income streams rise to the fore.
Now though, the global financial crisis is more than a decade old and the trade war is running its course. Gold is strong,
and gold mining equities themselves have performed well. Does this mean the age when the royalty company is king is
coming to an end?

Proactive Investors facilitate the largest global investor network across 4 continents in 4 languages. With a team of analysts
journalists & professional investors Proactive produce independent coverage on 1000's of companies across every sector for private
investors,
private
client
brokers,
fund
managers
and
international
investor
communities.

www.proactiveinvestors.co.uk

www.proactiveinvestors.com

www.proactiveinvestors.com.au

ca.proactiveinvestors.com

www.proactiveinvestors.de

United Kingdom

North America

Australia

Canada

Germany

www.proactiveinvestors.co.uk

The Business Centre 6 Wool House, 74 Back Church Lane

London, E1 1AF

United Kingdom Company No. 05639690

VAT No. 87207082

Contact us

+44 (0)207 989 0813

action@proactiveinvestors.com

No investment advice
The Company is a publisher. You understand and agree that no content published on the Site constitutes a recommendation that any particular security,
portfolio of securities, transaction, or investment strategy is suitable or advisable for any specific person. You understand that the Content on the Site is
provided for information purposes only, and none of the information contained on the Site constitutes an offer, solicitation or recommendation to buy or sell a
security. You understand that the Company receives either monetary or securities compensation for our services. We stand to benefit from any volume which
any Content on the Site may generate.
You further understand that none of the information providers or their affiliates will advise you personally concerning the nature, potential, advisability,
value, suitability or profitability of any particular security, portfolio of securities, transaction, investment, investment strategy, or other matter.
You understand that the Site may contain opinions from time to time with regard to securities mentioned in other products, including Company-related
products, and that those opinions may be different from those obtained by using another product related to the Company. You understand and agree that
contributors may write about securities in which they or their firms have a position, and that they may trade such securities for their own account. In cases
where the position is held at the time of publication and such position is known to the Company, appropriate disclosure is made. However, you understand and
agree that at the time of any transaction that you make, one or more contributors may have a position in the securities written about. You understand that price
and other data is supplied by sources believed to be reliable, that the calculations herein are made using such data, and that neither such data nor such
calculations are guaranteed by these sources, the Company, the information providers or any other person or entity, and may not be complete or accurate.
From time to time, reference may be made in our marketing materials to prior articles and opinions we have published. These references may be
selective, may reference only a portion of an article or recommendation, and are likely not to be current. As markets change continuously, previously published
information and data may not be current and should not be relied upon.
The Site does not, and is not intended to, provide investment, tax, accounting, legal or insurance advice, and is not and should not be construed as
providing any of the foregoing. You should consult an attorney or other relevant professional regarding your specific legal, tax, investment or other needs as
tailored
to
your
specific
situation.
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