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Base Metals: Ubika Base Metals 20 Update
The Ubika Base Metals 20 Index has slipped 0.5% since our last report 
dated April 9, 2018, underperforming its benchmarks, the TSX-V and 
the Base Metal Juniors indices, which have increased 1.3% and 5.6% 
over the same period. Notable performers for this report include:  

•	 Nevsun Resources (TSX:NSU), which gained 39%, after rejecting 
an acquisition proposal led by Euro Sun Mining Inc. and Lundin 
Mining Corporation.

•	 Vendetta Mining Corp. (TSXV:VTT), which climbed 15%, due to 
the initiation of the Pegmont Project’s field program.

•	 Tethyan Resources Corp. (TSXV:TETH), which fell 37%, following 
its negative Q4/2017 performance.

Industry Highlights
•	 Base metals prices are falling, apart from nickel, which 

increased to US$6.7/lb, from $6.4/lb in the last 30 days. Below is a 
chart of several base metals and their historical performance. 
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UBM20 Vs. Benchmarks Y/Y Performance

Figure 1: Commodity Prices 

Source: Vendetta Mining Corp Presentation 

UBM20:	 -0.5% (2.9% Y/Y)
TSX-V:	 1.3% (-4.2% Y/Y)
Base Metals Index:	 5.6% (27.9% Y/Y)

Dollar amounts in CAD unless otherwise stated.

•	 A copper smelter in India shutdown, followed by a price rise. 
Vedanta Resources Plc, one of the largest copper smelters in 
India, has a 35% share of the copper market in India and is a large 
exporter to the Gulf and Asian countries. The shutdown has lasted 
for more than 50 days, causing a lack of supply in the country and 
impacting prices, availability in the region.
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•	 Lead continues to recover from its nine-month lows. Throughout 2014-2016, 
global mined lead supply fell by 10%, and it is forecasted that the decline will 
continue into the future. Roughly 60% of the primary lead supply comes from 
China. Recent restriction on the Chinese private sector mining further depleted 
supply, continuing to push the lead prices higher.

Upcoming Events
Mining Investment Europe – Frankfurt, Germany, June 6-7, 2018. This is a strategic 
mining conference and exhibition for the leaders in mining, quarrying and construction 
materials to discuss and develop new partnerships and opportunities within the industry. The 
event brings together about 250 attendees from more than 20 countries.

Notable Performers:
Nevsun Resources Ltd. (TSX:NSU)
Nevsun Resources is a Canadian copper, gold, silver and zinc producer with operations in 
Eastern Europe. The Company’s stock price increased 39%, after rejecting an acquisition 
proposal led by Euro Sun Mining Inc. and Lunding Mining Corporation.

Nevsun’s primary properties include the Timok Project, a copper-gold development in 
Serbia, and the Bisha Mine, a zinc-copper mine in Eritrea. Nevsun is currently focused on 
the development of the Timok Project, with construction expected to begin this quarter and 
production in 2022. The Timok Project consists of two deposits, the Upper Zone and the 
Lower Zone, and is located in the Bor mining district, which has the highest concentration 
of copper developments in the Tethyan Belt. The Pre-Feasibility study done in Q1/2018 for 
the Upper Zone estimated a mine life of 10 years and payback period of less than a year. The 
Proven and Probable mineral reserves are estimated to be 27M tonnes at 3.3% Cu and 2.1 g/t 
Au. The summary of the Pre-Feasibility study below concludes that based on the IRR, Timok 
might be one of the world’s best copper projects.
Figure 2: Comparison of the Global Undeveloped Base Metals Projects 

Source: Nevsun Presentation
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Notable Performers:

The Company owns 100% of the Upper Zone and 46% of the Lower Zone, a joint venture 
with Freeport. Resource drilling worth $20M was completed earlier in 2018, and according 
to the Company demonstrated high grades of copper and gold. These results will be released 
in mid-2018.

The Company also operates a mine in Eritrea, the Bisha Mine, which originally produced 
gold and silver in 2011, and expanded into copper and zinc in 2016. The state of Eritrea owns 
40% of the mine. The mine has 2018 production guidance of 20-30M lbs Cu with cash costs 
of $1.55-$1.75/lb Cu and 210-240M lbs Zn with cash costs of $0.7-$0.9/lb Zn. The Company 
also has a $10M budget for exploration in Eritrea.

The Company had a strong Q1/2018 performance, increasing its revenues and copper sold 
while decreasing their zinc cash costs. The summary of its performance is provided below.

Figure 3: Q1/2018 Performance Highlights

Source: Nevsun Presentation

On April 26, the Company announced strong financial results. The Company’s costs per 
payable pound of zinc sold was below the 2018 cash-cost guidance. Nevsun’s zinc recovery 
was 81.1%, an 8.5% improvement Q/Q, and copper recovery was 61.5%, a 34.1% improvement 
Q/Q. Strong operating performance increased their cash balance by $125M to $150M. Nevsun 
currently has no debt. Since then the stock price increased by 27%. 

On May 7, the Company rejected the non-binding unsolicited proposal to be acquired by Euro 
Sun Mining Inc. and Lundin Mining Corporation for $5 per share. The proposal was rejected 
due to the Timok Project being undervalued along with an overvaluation placed on Euro Sun’s 
Rovina project. Additionally, 60% of the notional consideration was offered in shares that 
have been historically volatile. Within three days the stock went up by 25%.

The Company has an average price target of $4.85, representing a 11% upside. The Company 
has 3 Strong Buy ratings, 5 Buy ratings, 2 Hold ratings and no Sell ratings.

http://smallcappower.com/reports/
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Vendetta Mining Corp. (TSXV:VTT)
Vendetta Mining Corporation is a Canadian junior exploration company focused on the 
acquisition, development and exploration of lead and zinc properties in Australia. The 
Company’s stock price increased 15%, due to the initiation of the Pegmont Project’s field 
program. 

Vendetta does not own any producing facilities at the moment, but has an option to acquire 
100% of Pegmont, a lead-zinc property in northwest Queensland, Australia. Pegmont is in 
the heart of this mining district and is in close proximity to zinc and lead smelters, mine haul 
roads, a port and a natural gas pipe line. To complete the acquisition, the Company must pay 
the remaining AUD$1M by November 2018. Over the previous three years, the Company has 
invested $3M in exploration expenditures and drilled a total of 17,000m.

The Company expects the mine’s life to exceed 10 years with over a million tonnes of lead and 
zinc produced per annum. Summary of the drilling results below show high-grade zinc and 
lead for the entirety of the area. 
Figure 4: Drill Results

Source: Vendetta Presentation

On March 15, Resource Capital Fund VI exercised 5,350,000 warrants of the Company for  an 
equal number of common shares costing $405,500.

On April 26, the Company released its Q3/2017 financial statement. The Company’s 
comprehensive losses for the period were $728,107, a Q/Q decrease from $2,187,366 and had 
$323,000 in cash. 

On May 10, the Company announced the initiation of the Pegmont Project’s field program. 
The aim is to expand the high-grade lead-zinc mineralisation, further the metallurgical drilling 
and conduct test work on transition mineralization. The program will be financed with the $5M 
obtained from 50,000,000 exercised warrants. Since then the stock went up by 14%.

The Company has an average price target of $0.6, representing a 135% upside. The Company 
has 1 Buy ratings, and no Hold or Sell ratings. 

http://smallcappower.com/reports/
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Tethyan Resources plc (TSXV:TETH)
Tethyan Resources is a junior mining explorer focused on gold and base metals operations 
in Serbia, Kosovo and Bulgaria. The Company’s stock price decreased 37% following its 
negative Q4/2017 performance.

Tethyan has interest in two projects in Serbia, the Suva Ruda and Gokcanica projects. Suva 
Ruda has had little drilling to date but numeous drilling results from June 2017, demonstrate 
strong potential for lead, zinc, and gold, as seen below.

Tethyan has the option to buy 100% of the Suva Rude Project by December 2023 for €6M, plus 
a bonus payment relative to the mine construction cost. For the Company to retain the option, 
it needs to complete at least 5km of drilling before December 2018, which is estimated to cost 
€500,000. By 2022, Tethyan also needs to complete a Feasibility Study.        

Tethyan also holds an agreement with Rockstone Group LLC, whereby the Company can 
earn up to an 80% interest in the Gokcanica Project. The Company needs to spend €500,000 
on exploration by December 31 2018, to earn 51%, complete a PEA for 70%, and complete 
a Feasibility Study for 80%. The Company recently collected samples, which aligned with 
historic samples done by Yugoslavian geological survey confirming gold reserves in the 
location.

On April 24, the Company closed a private placement for gross proceeds of $1.3M, issuing 
5.2M units priced at $0.25 each. A unit consists of one share and one half of a three year 
warrant with exercise price of $0.35. 

On April 26, the Company received $1M in for 4.5M units with the same terms as the 
previously-closed deal. The proceeds were received from Southern Arc Minerals Inc. and Dr. 
Michael Andrews.

On May 1, the Company released their financial results for Q4/2017. The Company’s net loss 
was £1.3M, which is a £1M increase in losses Q/Q. Cash substantially depleted to £57,000 
relative to £985,000 in Q4/2016. In one week the stock price dropped by 32%.

Figure 5: Drill Results

Source: Tethyan Presentation
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Upcoming Catalysts:
Nickel prices may drop after the end of Russia sanctions. As tensions build up related to 
U.S. sanctioning on United Co. Rusal, the world’s second-largest aluminum producer, nickel 
reached its three-year high of $15,275/tonne in April. The U.S. Treasury Department extended 
the deadline to apply the sanctions, decreasing the certainty of sanctions. With the lack of 
sanctions, the fear of a supply shock is going to fade, and the nickel price is likely to fall from 
its April peak.

Increased demand for renewable energy could drive up the price of copper. Copper is an 
essential component of anything ranging from electrical wiring to computer chips. Therefore, 
the electric car industry and renewable energy in general is heavily reliant on copper. In fact, 
renewables are five times more copper dependent than other conventional energy systems. In 
2016, the net additions in renewables exceeded all other energy types combined. As demand 
for the adaptation of renewable energy increases, a supply crunch is likely, and the price of 
copper would most certainly rise.

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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