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Ubika Mining 20 Copper Miners Are Getting a 
Trump Bump
Since January 9th, the Ubika Mining 20 (UM20) Index shed 4.4%, underperforming both 
its benchmarks as the TSX Mining Index corrected 1.4% while the TSX Venture Index 
edged slightly higher by 1.0%. Over the past year however, the UM20 is up 22%.

Since last October, copper has rallied 25% as U.S. President Trump announced a  
US$1 trillion infrastructure plan and both construction and Chinese manufacturing data 
remained strong. As a result, UM20 copper producers, such as Sierra Metals and Taseko 
Mines, have rallied as high as 75% since our last report. On the other hand, NexGen 
Energy has shed some of its gains due to an underwhelming uranium resource estimate, 
which may be a buying opportunity for investors as we await more drill results.

Industry Highlights
• According to Ernst and Young’s (EY) Quarterly Report on Mineral Mergers, 

mining deals ticked up 16% to 153 deals in 2016 valued at over US$6 billion. 
Key drivers in 2016 included diversification, balance sheet strengthening through 
business combinations and investment in exploration initiatives through acquisition 
of junior miners. Looking forward in 2017, we expect continued growth in 
transaction volumes and exploration expenditures, as the industry outlook becomes 
more positive and access to capital improves.   

• According to the Fraser Institute’s global ranking of “best locations for mining 
activity”, Saskatchewan overtook Western Australia from the global top spot among 
104 mining jurisdictions, as determined by a poll of mining executives. Canada’s 
overall attractiveness improved in 2016 thanks to the falling Canadian dollar, faster 
exploration permitting, competitive tax regimes, efficient permitting procedures, 
and certainty surrounding environmental regulations.

• West Africa-focused Endeavour Mining has confirmed drill results from the North 
Kao deposit, located at its Karma gold mine in Burkina Faso. The drill program 
has added 262 Koz to its gold reserves and extends Karma’s mine life by 10 years, 
with an expected AISC below US$850/oz. Additionally, Endeavour is building its 
Houndé project in Burkina Faso, with production commencing in Q4/2017 with an 
average annual production of 190 koz Au at an AISC of US$709/oz.

Upcoming Events
• 2017 Nunavut Mining Symposium: April 3rd-6th, hosted by the Nunavut 

Mining Symposium at the   Koojesse Conference Centre, Nunavut, Canada
• Minerals North Conference: April 25th-27th, Prince George Conference and 

Civic Centre, British Columbia, Canada
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UM20: 22%
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Taseko Mines Ltd

NexGen Energy Ltd

Ivanhoe Mines Ltd

Sierra Metals Inc

UM20:  -4.4% (+22% Y/Y)
TSX Venture: +1.0% (+39% Y/Y)
TSX Mining: -1.4% (+25% Y/Y)
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Notable Performers

NexGen Energy Ltd. (TSX: NXE)

NexGen Energy (“NexGen”) is a Canada-based exploration and development company 
focused on uranium (U3O8) with a portfolio of projects in Saskatchewan’s Athabasca Basin. 
The Company’s flagship asset, Rook I, hosts the land-based, basement hosted Arrow deposit, 
consisting of over four sub-vertical mineralized shear zones. Since our last report, NexGen had 
surged by over 20%, until a recent correction following an updated mineral resource estimate for 
its Arrow deposit came in below analyst expectations.

In 12 months of infill and expansion drilling, NexGen converted 89% of its March 2016 Arrow 
Inferred maiden resource (201.9M lbs) into the Indicated category (Figure 1). Also, the infilling 
grew the A2 high-grade domain from 120.5M lbs grading 13.26% U3O8 to 164.9M lbs grading 
18.84% U3O8. Altogether, the revised resource estimate now stands at 179.5M lbs Indicated 
(6.88% U3O8) and 122.1M lbs Inferred (1.30% U3O8), below median analyst expectations of 
500M lbs. 

Figure 1. Arrow Deposit Mineral Resource Update

Source: Company Presentation
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Figure 2: Largest High-Grade Uranium Projects in Canada

Source: Company Presentation

NexGen operates Canada’s largest development-staged uranium project (Arrow) and has the 
potential to become the world’s leading supplier of mined uranium (Figure 2). With 46 global 
uranium plants coming online within the next five years, followed by another 150 planned for 
the future, NexGen is well-positioned to reap the rewards of the world’s transition to cleaner, 
greener, energy. 

Figure 3: Uranium’s Looming Supply Deficit

Source: Uranium Market Outlook, Q4/2016

http://smallcappower.com/reports/
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According to UxC’s Uranium Market Outlook, uranium demand is expected to grow by over 
30% to 257.0M lbs by 2025 (Figure 3). Presently, uranium production stands at 145.3M 
lbs, and is expected to decrease next year as leading suppliers, Kazatomprom and Cameco, 
announced production cutbacks of at least 10%.

Arrow is the largest undeveloped uranium deposit in the Basin, currently consisting of 
5 vertical shears; A1, A2, A3, A4, and A5 that trend along strike northeast-to-southwest 
(Figure 4). Arrow is open in most directions and at depth, an opportunity for more zones of 
mineralization across the property, which is currently being tested; a 35,000m winter 2017 
drilling program aims to unlock new high-grade zones within the A2 shear to northeast in a 
previously untested area.

Looking forward, there are numerous near-term positive catalysts for NexGen, from its 2017 
Summer drill program to an updated resource estimate and economic study by Q4/2017. 
Past drilling results have shown mineralization to depths of 950m, and NexGen is currently 
assessing whether to commence an underground drill program to better design a mine plan. As 
of March 1, 2017, the Company has $65mm in cash to finance future exploration programs. 
Trading at a P/NAV multiple of 0.62x, Nexgen is in line with its uranium peers, who are 
averaging 0.60x. However, its superior assets coupled with its near-term drilling results—
which are likely to increase net asset value—make NexGen very attractive.

Figure 4: Drilling Plan View of the Arrow Deposit

Source: Corporate Presentation

http://smallcappower.com/reports/
http://smallcappower.com/reports/
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Sierra Metals Inc. (TSX: SMT)

Sierra Metals (“Sierra”) is focused on exploration, development, and production of precious and 
base metals from its three mines in Peru (Yauricocha) and Mexico (Bolivar and Cusi). Sierra 
has rallied over 70% since our January report on news of resource expansion, strong production 
results, increased guidance, and the spin-off of its Los Lomas Project in Peru.  

Sierra Metals discovered significant new high-grade silver intercepts occurring at its Cusi Mine 
in Mexico, including a 3.1m assay result of 1,126 g/t AgEq. The discovery comes as part of 
a 15,000m drilling campaign, which is expected to be completed by the end of March 2017. 
The Company anticipates a 12 km structural extension of the Cusi Mine, potentially adding 
significant tonnage and ounces with much higher grades to its current resource base.  

For full-year 2016, Sierra achieved guidance with the highest production throughput in the 
Company’s history. Despite a maintenance shutdown in November, both silver and copper 
equivalent production increased 4% Y/Y, as Sierra processed 2 million tonnes. Consequently, 
the Company raised its 2017 production guidance to 11.5-13.5M AgEq oz (Figure 5). Sierra 
expects to achieve a record EBITDA figure in 2017, as a result of current metal prices and 
production growth.

Figure 5: Sierra’s 2017 Production Guidance

Source: Sedar Filing, Sierra Metals

Arguably the biggest catalyst for Sierra’s recent share price rise was due to its plan to spin-out 
its 100% owned Las Lomas Project in Peru (a non-core asset), via a rights-offering to current 
shareholders, ultimately creating a new publicly-traded company named Cautivo Mining. 
Management and the Board of Directors believe the value of the Las Lomas Project is not fully 
reflected in Sierra’s current valuation. Additionally, this strategy would not only eliminate Sierra’s 
property maintenance liabilities, but also well-capitalize Cautivo as a standalone public company. In 
this light, Cautivo Mining can accelerate exploration and development of the properties, enhancing 
value to Sierra’s shareholders.

http://smallcappower.com/reports/
http://smallcappower.com/reports/
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Details regarding the spin-off will be contained in the final prospectus, to be filed shortly. 
Currently trading at a P/NAV of 0.5x, Sierra Metals is trading at a discount to the mining industry 
average of 0.7x. This suggests Sierra is likely undervalued as its near-term catalysts and growth 
do not appear to be priced into the stock. With a D/E percentage of 44%, current ratio of 1.3x, 
and $36.9mm of cash at the end of Q4/2016, Sierra has a strong balance sheet and appears to be 
investment worthy.

Taseko Mines Ltd. (TSX: TKO)

Taseko Mines (“Taseko”) is a Canada-based mining company engaged in the exploration, 
development, and production of gold, copper, and niobium. Taseko’s primary asset is its 
Gibraltar Mine in British Columbia, which is a 75% joint-venture open-pit copper mine with 
Cariboo Copper Corp. Since being featured as a notable performer in our January issue, Taseko 
Mines has surged over 40% on news of closing a silver streaming deal for its Gibraltar mine and 
issuing an improved economic guidance for its Florence Copper Project in Arizona.

For Q4, Taseko reported a 23% increase in copper production Q/Q at Gibraltar, despite 
challenging weather conditions, as a result of higher copper grades and improved recoveries. 
Additionally, operating costs decreased by 30% to US$1.12/lbs Cu, as the site benefitted from 
a full quarter of molybdenum production and associated by-product credits from molybdenum 
sales (Figure 6). 

Figure 6: Gibraltar Mine Operations (75% Owned)

Source: Sedar Filing, Tesako Mines

http://smallcappower.com/reports/
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More recently, Taseko entered into a US$33mm (5.9 Moz Ag) streaming agreement with Osisko 
Gold Royalties Ltd for its 75% share of payable silver production from the Gibraltar Mine. A by-
product of its copper production, the silver deal is a very attractive source of capital, increasing 
Taseko’s balance sheet strength with a total cash balance of $130mm for year-end 2016. This 
additional liquidity provides Taseko with flexibility to service debt obligations as well as project 
advancement, such as its Florence Copper Mine, in which it had just recently acquired the final 
permit.

Taseko also recently announced the latest technical work for its Florence Copper Project, which 
has increased the pre-tax NPV of the project by nearly 25% to US$920mm (7.5% disc. rate) 
(Figure 7). The life of the mine was cut by 4 years (to 21 years) as a result of an 11% increase 
in average annual copper production. The higher NPV estimate was also positively affected by 
slightly lower operating costs and a lower pre-production CapEx requirement. 

Figure 7: Change in Florence Copper Project Economics

Source: Sedar Filing, Tesako Mines

Looking forward, Taseko is aiming to increase production and further reduce operating costs at 
Gibraltar while moving forward with its Florence Copper Project. The sentiment for higher copper 
prices remains in the markets, as Trump is currently working on a US$1 trillion infrastructure plan. 
A weak Canadian dollar has significant and immediate financial impact on Taseko’s business, since 
approximately 80% of Gibraltar’s mine operating costs are paid in Canadian dollars. Coupled with 
the ramp up of its molybdenum facility, Taseko will benefit from improving operating margins and 
cash flows from its Gibraltar operations. 

Currently trading at a P/NAV of 0.2x, Taseko is trading at a significant discount to the mining 
industry average of 0.7x. Although there are a lot of positive catalysts for Taseko going forward, 
Taseko’s high leverage to copper prices and its risky debt profile may be keeping investors cautious; 
debt to equity of 118% and current ratio of 3.0x

http://smallcappower.com/reports/
http://smallcappower.com/reports/
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Important Disclosure
Smallcappower.com is owned and operated by Ubika Corporation whose divisions include Ubika Research and Ubika Communications. Ubika Corp. is a wholly 
owned subsidiary of Gravitas Financial Inc. The following terms and conditions (“Terms of Use”) govern the use of this website (“site”) www.SmallCapPower.com. 
By accessing this site, you agree to comply with and be legally bound by the Terms of Use as set out herein. Ubika reserves the right to seek all remedies available 
at law and in equity for violations of these Terms of Use, including the right to block access from a particular internet address to our site.

Disclaimer
Ubika Corporation and its affiliates or partners will seek to provide services to companies mentioned on the smallcappower.com website. Hence, all information 
available on smallcappower.com should be considered as commercial advertisement and not an endorsement, offer or recommendation to buy or sell securities. 
Ubika Corporation and its related companies (including its directors, employees and representatives) or a connected person may have ownership/stock positions in, 
or options on the securities detailed in this report, and may buy, sell or offer to purchase or sell such securities from time to time.

Ubika and/or its affiliates and/or their respective officers, directors or employees may from time to time acquire, hold or sell securities and/or commodities and/
or commodity futures contracts in certain underlying companies mentioned in this site and which may also be clients of Ubika’s affiliates. In such instances, Ubika 
and/or its affiliates and/or their respective officers, directors or employees will use all reasonable efforts to avoid engaging in activities that would lead to conflicts 
of interest and Ubika and/or its affiliates will use all reasonable efforts to comply with conflicts of interest disclosures and regulations to minimize the conflict.

Specifically all companies mentioned or listed as “Analyst Covered Companies” at smallcappower.com and which are shown under the heading “Analyst Covered 
Companies” on the page: http://www.smallcappower.com/companies have entered into a commercial relationship with Ubika Corporation or our affiliates for 
capital market services and have paid fees and/or shares or stock options or warrants for being featured and mentioned in smallcappower.com. Hence these 
“Analyst Covered Companies” at smallcappower.com are shown at the website as an advertisement only and any mention of these companies does not and will 
not constitute an offer to buy or sell securities in the featured companies. Ubika Corporation, its affiliates or partners will seek to provide services to companies 
mentioned in smallcappower.com website. Hence, all information available on smallcappower.com should be considered as commercial advertisement and not an 
endorsement, offer or recommendation to buy or sell securities.

Ubika Corporation and its divisions Ubika Communication and Ubika Research (collectively, “Ubika”) are not registered with any financial or securities regulatory 
authority in Ontario or Canada, and do not provide nor claims to provide investment advice or recommendations to any visitor of this site or readers of any content 
on this site.

The information on this site is for informational purposes only. This site, including the data, information, research reports, press releases, findings, comments, 
views and opinions of Ubika’s analysts, columnists, speakers or commentators, and other contents contained in it, is not intended to be: investment, tax, banking, 
accounting, legal, financial or other professional or expert advice of Ubika or its affiliates, or a recommendation, solicitation or offer by Ubika or its affiliates to 
buy or sell any securities, futures, options or other financial instruments, and such information should not be relied upon for such advice. Every user of this site is 
advised to seek professional advice before acting or omitting to act on any information contained in the site.

Research reports and newsletters have been prepared without reference to any particular user’s investment requirements or financial situation. Where reference 
is made to estimate of value or relative value of a specific company, there is no guarantee that these estimates are reliable or will materialize. Readers of these 
reports and newsletters are advised to conduct their own due diligence before making any investment decisions. Ubika does not make independent investigation 
or inquiry as to the accuracy and completeness of any information provided by the Analyst Covered companies. Although the content has been obtained from 
sources believed to be reliable, this website could include technical or other inaccuracies or typographical errors and it is provided to you on an “as is” basis 
without warranties or representations of any kind. Ubika and its affiliates make no representation and disclaim all express and implied warranties and conditions 
of any kind, including without limitation, representations, warranties or conditions regarding accuracy, timeliness, completeness, non-infringement, satisfactory 
quality, merchantability, merchantable quality or fitness for any particular purpose or those arising by law, statute, usage of trade, or course of dealing. Ubika and 
its affiliates assume no responsibility to you or any third party for the consequences of any errors or omissions.

Information in this site is subject to change without notice. Ubika assumes no liability for any inaccurate, delayed or incomplete information, nor for any actions 
taken in reliance thereon.

Ubika, its affiliates and their respective directors, officers, employees, or agents expressly disclaim any liability for losses or damages, whether direct, indirect, 
special, or consequential, or other consequences, howsoever caused, arising out of any use or reproduction of this site or any decision made or action taken in 
reliance upon the content of this site, whether authorized or not. By accessing this site, each user of this site releases Ubika, its affiliates and their respective 
officers, directors, agents and employees from all claims and proceedings for such losses, damages or consequences.

Ubika and its affiliates do not endorse or recommend any securities issued by any companies identified on, or linked through, this site. Please seek professional 
advice to evaluate specific securities or other content on this site. Links, if any, to third party sites are for informational purposes only and not for trading purposes.
Ubika and its affiliates have not prepared, reviewed or updated any content on third party sites and assume no responsibility for the information posted on them.

Ubika and/or its affiliates and/or their respective officers, directors or employees may from time to time acquire, hold or sell securities and/or commodities and/or 
commodity futures contracts mentioned in this site.

This site may include forward-looking statements about objectives, strategies and expected financial results of companies featured in this site or where research 
reports are available on companies displayed and/or featured on this site. Such forward-looking statements are inherently subject to uncertainties beyond 
the control of such companies. The users of this site are cautioned that the company’s actual performance could differ materially from such forward-looking 
statements.

World Wide Web sites accessed by hypertext links (“hyperlinks”) appearing in this site have been independently developed by parties other than Ubika and Ubika 
has no control over information in any hyperlinked site. Ubika is providing hyperlinks to users of this site only as a convenience. Ubika makes no representation and 
is not responsible for the quality, content or reliability of any information in any hyperlinked site. The inclusion of any hyperlink in this site should not be construed 
as an endorsement by Ubika of the information in such hyperlinked site and does not imply that Ubika has investigated, verified or monitored the information in 
any such hyperlinked site. Should you wish to inquire about creating a link from your World Wide Web site to this site, contact SCP marketing via e-mail at: info@
smallcappower.com. for written authorization.

See our full disclaimer here.
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