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Base Metals Interest Cools: Ubika Base 
Metals 20 Update
The Ubika Base Metals 20 Index has decreased 7.9% since our 
last report dated May 25, 2018, outperforming the TSXV and 
underperforming the Base Metal Juniors Index, which have declined 
8.1% and 7.7% respectively over the same period. Notable performers 
for this report include: 

• Arizona Mining Inc. (TSX:AZ), which increased 49% with a takeover 
offer from South32 (ASX:S32)

• Tethyan Resources PLC (TSXV:TETH) which increased 5% after 
acquiring a Serbian Company called Taor 

• Nevsun Resources Ltd. (TSX:NSU) which increased 8% after 
rejecting an unsolicited takeover proposal

Industry Highlights

Copper fell below US$2.80/lb for first time since 2016. On July 19, 2018, 
a new round of trade tensions with China sent metals markets into a 
tailspin. Copper has fallen 18% since early June, with zinc, lead, nickel, and 
aluminum all following suit. China accused American officials of making false 
accusations and fired back against a claim President Xi Jinping is blocking 
talks with the U.S. The result has been the value of the Yuan falling against the 
Dollar as uncertainty over future economic conditions dominate.

Miners in the Democratic Republic of the Congo (DRC) have proposed 
changes to the country’s new mining code, which came into effect March 7. 
The proposal removes the 50% windfall tax, 10% strategic substance royalty 

rate, and returns exemptions. In exchange, royalty rates would increase, tied 

to international market prices. While some government members insist that no 

changes be made, Kabila, the president of the DRC, has previously promised 

to consider the companies’ concerns. The code adds further concerns to a 

country already struggling with democratic legitimacy, human rights, and the 

lingering aftermath of the Second Congo War. 

Upcoming Events
PDAC 2019 – Toronto, Ontario, March 3-6, 2019. PDAC International 
Convention, Trade Show & Investors Exchange is the world’s leading 

convention for people, companies and organizations in, or connected with, 

mineral exploration. More than 1,000 exhibitors, 3,495 investors, and 25,000 
attendees are expected to participate.
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UBM20 Vs. Benchmarks Y/Y Performance
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Notable Performers:
Arizona Mining Inc. (TSX:AZ)

Arizona Mining is a Canada-based zinc developer operating in Arizona. The Company’s stock 
price increased 49% since our last base metals report on news of a takeover offer. 

Arizona Mining’s flagship asset is its Taylor project, a zinc-lead-silver sulfide project in 
Arizona, which won PDAC’s Best Global Discovery award. The mine hosts two deposits, the 

Taylor and Central deposits, of which the Taylor deposit is the primary focus. According to 

its January 2018 PEA, the site hosts reserves of 101.0Mt grading 10.4% Zn and 2.1 oz. Ag/t. 

Figure 1 contains a summary of the PEA. 

Figure 1: Taylor PEA Summary

Source: Company Presentation

The site’s high-grade minerals enable low initial capital and production costs. The Company 
expects to produce an average of 946M lbs ZnEq and 9.5M oz. Ag in its first five years of 
production, which would make it the world’s fourth largest zinc-equivalent producer. Arizona 
Mining aims to complete a Feasibility Study in Q3/2018 and begin production in late 2020. 
Figure 2 contains a timeline of project development.
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On January 10, the Company announced the receival of several state permits regarding 

water treatment, enabling the construction of a tailings facility, water treatment plant, and 

an underdrain collection pond. The Company’s stock climbed 23% between January 8 and 
January 15. 

On January 16, the Company released an updated PEA. AZ conducted 71,000m of drilling, 
increasing the  Project NPV8% by 57%, reserves by 39%, and expected silver production by 
51%. The PEA assumes prices of US$1.10/lb Zn, US$1.00/lb Pb, and US$20.00/oz. Ag. The 

Company’s stock rose 11% over the following week. 

On January 24, the Company announced results from its continuing drilling program. The 

Company completed four new holes, including one interval assaying 40.9% zinc-lead and 
11.7 oz./t silver over 9.5m, within a 25m interval assaying 27.1% zinc-lead, and 6.8 oz./t 
silver. The Company’s stock fell 18% over the following two weeks, likely due to a decline 

in zinc prices, which decreased 5%, to US$1.56 over that period.

On May 22, 2018, Arizona Announced that it had discovered significant high-grade drill 
results in a new copper-rich zone at the Taylor project (Figure 3). No significant response in 
the share price was observed. 

Figure 2: Taylor Project Timeline

Source: Company Presentation

Figure 3: Taylor Drill Results

Source: Company News Releases
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On June 17, 2018, Arizona announced that it had entered into an agreement to be acquired 

by South32 (ASX:S32, LSE:S32) in an all cash deal. The offer for $6.20/share represented a 
50% premium to Arizona’s closing price on June 15, 2018. The transaction requires Arizona 

Shareholder approval by a simple majority.

Arizona is covered by 8 analysts with an average price target of $4.67, representing a 32% 
downside. The Company currently has 7 Buy ratings and no Sell ratings.

Tethyan Resources PLC (TSXV:TETH):
Tethyan Resources is a junior exploration company with early-stage metal projects in Eastern 
Europe. Its stock has increased 5% since our last base metals report dated May 25, 2018.

The Company’s portfolio is focused on exploration-stage precious and base metals projects 
in areas of historic mining with known mineralization. It seeks out compelling drill targets in 

what it believes to be an underexplored area for copper-gold and other base metals deposits 
in the Tethyan region of the Balkans. The Tethyan Mineral Belt extends over 10,000 km from 

southeast Asia to the Balkan states, with comparable mineralization to the Andes or western 

North America. However, this area remains comparatively underexplored, with regional 

conflicts preventing exploration with modern geophysics and geochemistry until relatively 
recently. The Company has secured a 643 sq. km land package in the area, surrounding 
historical mines and promising sites.

Figure 4: Map of Balkan Region

Source: Company Presentation

Tethyan’s more advanced projects are located in a southwestern area of Serbia, called the 

Raska District. It is a region of historical mining that included the largest mining complex in 

the former Yugoslavia and largest lead-zinc production zone in early 1900’s Europe. The zone 
benefits from existing water, electric, and railway infrastructure, which lowers overall capex 
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requirements for the project. Within Raska, Tethyan’s flagship projects are its Kizevak 
Zinc-Lead-Silver Project and its Rudnica Copper-Gold Porphyry Project. 

Kizevak Zinc-Lead-Silver Project

This project contains historical reserves defined by the Serbian State as a result of former 
mining operations. The project surrounds a formerly producing open-pit mine that has 
since ceased operations. On July 1, 2018, the Company commenced a 1,000 m drill 

program to explore a soil anomaly along the south-east edge of the former mine. Results 
are expected in early August. An additional 1.3 km zinc-lead-gold anomaly in the southern 
area of the property that has never been drilled is currently being sampled. 

Rudnica Copper-Gold Prophyry

This project seeks to exploit a 1,500 m by 600 m copper-gold-molybdenum deposit, 
distributed throughout two concentrated zones. Soil sampling suggest greater than 0.1 

g/t of gold. Sampling along the southern edge of the anomaly returned 567 m at 0.28% 
copper and 0.45 g/t gold (includes 30 m @ 1.45% copper & 0.4 gold from 120m). Figure 
5 outlines the results from additional sampling.

Over the next six months, Tethyan plans to continue the Rudnica drill program and to 

add drill rigs at Kizevak to begin expanding and confirming historical results.

On June 12, 2018, Tethyan announced that it had received a grant for a new exploration 

permit in the northern Trepca Mining district of Kosovo. The license is valid for three 

years and covers a 75 sq. km site that the Company hopes will contain significant lead-

Figure 5: Rudnica Copper-Gold Prophyry Drilling Results

Source: Company Presentation
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zinc deposits. The share price fell 25% over the following week in conjunction with 

other announcements.

On June 14, 2018, the Company announced that it had signed an agreement to amend 

its option to purchase the Suva Ruda exploration license in Serbia. It had previously 

entered into an agreement in 2016 with Deep Research, which currently holds the 
license. Under the new terms, Tethyan will enter into a joint venture with Deep 

Research after acquiring another company called Taor upon exercising the option. 

The share price declined 25% between June 12 and June 19, 2018.

On July 3, 2018, Tethyan acquired a Serbian company, Taor, in a stock-and-cash 
transaction. Taor owned licenses adjacent to Tethyan’s Suva Ruda project. The 

acquisition increased the Company’s landholdings in the region to 443 sq. km. The 
share price increased 26% over the following 2 days.

On July 18, 2018, the Company announced the closing of a $1.5M non-brokered 
private placement of up to 6M units at a price of $0.25 per unit. The net proceeds 
of the placement will be used to finance Tethyan’s Kizevak project. The share price 
continued an existing downtrend and declined by 4% following the announcement.

Tethyan is not covered by any analysts.

Nevsun Resources Ltd. (TSX:NSU):

Nevsun is a diversified mid-tier miner with operations in Eastern Europe and Africa. 
Its stock has increased 8% since our last base metals report dated May 25, 2018.

Nevsun’s diversified mining projects are located in Serbia and Eritrea. Its flagship 
properties are its open-pit Bisha Mine and its Timok project in Serbia. 

The Bisha Mine was established in 1998 and has a long, stable production history. 

The government has been very supportive of the mining project over the past 20 

years, with stable taxation regimes and capital contributions. The mine produces 

reliable streams of copper and zinc with small amounts of gold and silver. The chart 

in Figure 6 shows projected metal production over the next five years. 

The Timok Project is a promising investment in a historic copper-producing region. 
The Company’s pre-feasibility study suggests an after-tax NPV8% of US$1.8B with 
an 80% IRR at $3.15/lb Cu and $1300/oz Au. Probable mineral reserves include 
27Mt at 3.3% Cu and 2.1g/t of Au. The tables in Figure 7 outline Resource and 
Reserve estimates.

The Timok lower zone requires further exploration. However, initial testing suggests 

a large copper-gold-porphyry deposit, including 1.7B tonnes at 0.86% copper and 
0.18g/t of gold for 31.5B pounds of copper and 9.6M oz of gold. Figure 8 shows the 
project timeline for the Timok upper zone.

http://smallcappower.com/reports/
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Figure 6: Nevsun Projected Output

Source: Company Presentation

Figure 7: Nevsun Resource and Reserve Estimates

Source: Company Presentation

Figure 8: Timok Development Timeline

Source: Company Presentation
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The Company plans to continue exploration projects in Eritrea in 2018. It currently 

has licenses for 800+ sq. km. its 2018 budget, including $7M allocated to exploring 

15 sq. km of promising shallow near-mine copper, gold and silver discoveries. 

On May 8, 2018, the Nevsun board rejected a Euro Sun-led unsolicited proposal, 
citing inadequate value and a problematic deal structure. The share price increased 

7% over the following 2 days.

On June 5, 2018, Nevsun broke ground on the exploration decline for the Timok 

project. The share price increased 2% over the following day.

On June 14, 2018, the Company announced its intention to extend the life of the 

Bisha Zinc-Copper mine. The extension will be self-funded by existing cash flows 
and is expected to add 3.3M tonnes of high-grade ore through 2022. The share price 
decreased 2% in response.

On June 26, 2018, the Company announced the initial resource estimates for the 
Timok lower zone. The property is thought to contain 1.7B Inferred tonnes grading 

0.86% copper and 0.18 g/t gold for a totle estimate of 31.5B lbs of copper and 9.6M 
oz of gold. No significant response in the share price was observed. 

On July 17, 2018, Lundin Mining Corporation (TSX:LUN) announced that it was 

considering issuing a formal offer to acquire Nevsun. Management for the Company 
advised shareholders that no formal offer had been received and recommended no 
action in response to the announcement. 

Nevsun is covered by 10 analysts and has an average price target of 4.19, representing 

an 11% downside. It currently has 3 Buy ratings and 7 Hold ratings.

Upcoming Catalysts:
U.S. President Trump vowed recently to open large areas of Minnesota forests to 
mining. The area is thought to host large deposits of copper and nickel. Several mining 

companies have already expressed interest in the land. Environmental groups oppose the 

move, which could destroy more than 200,000 acres of old-growth forest.

Changes in geopolitical issues in Africa could pose a threat to companies interested 
in expansion. South Africa’s Chamber of Mines now demands a 26% black 
ownership target, which could deter further foreign investment. We previously 

mentioned issues in the DRC, which is expected to become the world’s fourth-largest 
copper producer. Zimbabwe and the DRC are scheduled to hold elections in the coming 

year, in July and December, respectively. A military coup ejected Mugabe, the last 

Zimbabwean president, and the elections in the DRC were delayed by a year due to 

violent protests. Changes in longstanding governments could significantly alter the 
mining environment in Africa.
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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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