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Strategies for a Fragmenting Future
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Globalization Crisis leading to a Double Dip in 2010
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Post -Globalization Economic Zone Fragmentation
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Daily TSXV Volume and Average Trading Share Price _"
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PDAC Curse: the tendency of the new year rally to fizzle right after the
PDAC mining convention held annually in March in Toronto.




2 Types of Resource Sector Story Speculation Cycles
Commodity Speculation

Resource Estimates - Ounces & Pounds in the Ground

Focused on development portion of exploration cycle - infill drilling, metallurgy,
prefeasibility, feasibility/permitting, constructio n

Vulnerable to geopolitical risk and commaodity pric e voltaility
Valuation based on DCF Method & Peer Group Comparis on
Financing Intensive — a more institutional and less retail audience
1976-1981 (oil, gold, copper), 2003-2008 (base meta Is), 2009+ (gold?)

Discovery Speculation

No Resource Estimates — just geology & location

Focused on early discovery part of exploration cycl e: grassroots, target
generation & drilling, discovery delineation
Speculation focused on grade and tonnage, repeatabi lity by area player or

conceptually similar plays, commodity price irrelev ant
Valuation based on Rational Speculation Model
Financing comes from sophisticated investor & retai | audiences

1982-2002 (Hemlo, Eskay Creek, Ekati, Voisey's Bay, B usang, Veladero),
2003-2008 (Fruta del Norte)






Economic vs Strategic Logic

Price discovery through futures commodity markets b ecomes chaotic

Cost structure in so far that self-sufficiency with in a closed system has not
been achieved becomes unpredictable

Economic analysis involving discounted value of fut ure cash flows becomes
pure guesswork

Mine development focuses on large systems with swee  t spots allowing for
rapid capital cost payback

The survivors will be those who have title to the m eans of production and
security of supply with regard to the raw material inputs



Three Shaken Assumptions

American Hegemony & the US Dollar as Global Reserve
Currency

Mortgage Securitization as Wealth Creation

Globalization & the virtue of the China Price

Three Implications

A rising real price for gold as investment demand
responds to currency volatility

Fragmentation of the Global Economy as environmenta
protectionism leads to geographically constrained
economic zones

Strategic Logic eclipses Economic Logic in the
valuation of raw material assets as Security of Sup  ply
concerns escalate



Project for a New American Century

Bush “elected” in 2000
September 11 terror attack
Neo-Cons push PNAC
Permanent War on Terror
Homeland Security

Weapons of Mass Destruction
My Way or the Highway
Shock & Awe

Intelligent Design

Taliban surges in Pakistan






The Rise & Fall of the

American Dream: Mortgage
securitization creates a Global
Real Estate Bubble and a
Consumption Boom by

dissolving the traditional self-
regulating relationship between
lender and borrower. The

result: Game Over.






Hollowing out the

Industrial Base:
Unemployment still
rising, consumer
credit continues to
decline, what is
going to drive job
growth in the US?
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market crash and in a setting of very low savings y lelds the self-
sufficient retirement assumptions of the boomer gen eration have
been shattered, with the future now hinging on the post-boomers
for whom there is no clear future of economic produ ctivity.






Wealth & Power in the US Demographic Future

Boomers born 1946-1964
Will all be 65 & over by 2030
Will be 20% of US population

Minorities 18-64 will be 46% of
population by 2030

Retired boomers will control the
most of real estate & equity wealth

Medicare and social security
entitlement burden falls on whom?

Beast of
Burden
Voting Bloc



The Chinese Anomaly

Hybrid of central command economy with
outsourced production

Cheap Labor — urbanization of 1 billion rural
Chinese unleashed by the end of orthodox
communism

No Health & Safety for Workers

No environmental emission controls . * )
Capitalism 's

No Unions to secure medical or pension

benefits Ma.nda.te.
US Dollar Peg: the devil's bargain of m0b|l|ze
maintaining an undervalued yuan by .
bankrolling the US trade deficit through the Cap|ta| to the
accumulation of US treasury debt | . h h
Piracy and Counterfeiting p ace Wlt t €
FDI: foreign direct investment and technology lOWESt COSt
transfer

structure

Made in China and Packed with
Pride in America
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In a New World Order where military power is impote  nt, one -way trade in
IOUs is no longer an option, climate change and oil import depen dency
are equally undesirable, and the China Price remain s cheapest:

What will Americans do that is of What will the Chinese do to keep
value to the rest of the world? their economy growing?



A Matter of Perspective

(or why Copenhagen failed and the Kyoto Protocol is dead)

Is your standard of living shrinking or growing?

Is your footprint growing or shrinking?

1 Billion OECD 3 Billion BRIC



China’s Solution: Borrow a chapter from American History

(IWHQG LQIUDVWUXFWXUH LQWR
KLQWHUODQG WR ERRVW LWV GI
HFRQRP\ UHGXFH GHSHQGHQF\
H[SRUWV DQG GHIXVH WKH VRF]
EHWZHHQ W KR IFREDE DVIKHH

L Q O DNIDEGHR YYFA RV W ELOOLRQ

'HY H O ROHFB@HHWID\ DME
WUDQVSRUWDWLRQ LQIUDVWUXF
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,QYHVW KHDYLO\ LQ SXUH UHVH]|
RUGHU WR ZLQ WKH WHFKQRORJ
GHYHORS D QHZ HQHUJ\ IRXQGD
WKH ZRUOG



Transforming the Energy Foundation of the World

Source: New Scientist Feb 25, 2009









Post -Globalization Economic Zone Fragmentation

EurAsia

UpForGrabs

NoSoMerica AustralAsia



Security of Supply for Critical Materials is becomi ng
an issue for Europe, Japan and the United States as
China moves to secure its own needs.

Source: EC Commission — The Raw Materials Initiative



Cliffs Natural Resources Inc

NYSE listed producer of iron ore
pellets and coking coal

2008 revenues of $3.6 billion
Significant NA operations
Supplies US steelmakers
Market capitalization of $5 billion

Bought Freewest’s chromite asset
via takeover bid of 0.20106 CLF
share for 1 FWR share

Freewest Resources Canada Inc

TSXV listed resource exploration junior
Zero revenues and no prospect of such
Buyout value $217 million

Owns 100% of Black Thor chromite
discovery and 40% of Big Daddy in
northern Ontario

122 million tonne open-pittable footprint,
grade range 27.8%, below South African
standard of 40%+

Estimated $1.5 billion capital cost



Global reserve base “sufficient to
meet conceivable demand for
centuries” (USGS)

China lacks chromite resource

US has 54% import reliance, rest
comes from recycling

No substitute for chromium in
stainless steel production

South Africa pushing to restrict
chromite ore export, dominant
producer of ferro chrome

Kazakhstan unreliable supplier



Production dominated by laterite
and sulphide deposits

Resource base reasonably well
distrbuted geographically

No substitute for nickel in
stainless steel

Laterite production very energy
and chemical intensive

Sulphide production has high
extraction costs

Vulnerable to supply squeezes



Cliffs signs option to acquire up
to 75% of Decar by producing
bankable feasibility study

Purchases 19.9% equity stake in
junior with 4 year standstill

Nickel-iron alloy deposits have
low grade but low processing
costs that shield the mine from
escalating energy and chemical
costs to which sulphide &
laterite mines are vulnerable

First Point has proprietary tool
to efficiently identify similar
deposits open for staking



Crypto zinc-copper-indium deposit
in Utah, a mining friendly state

Silver and molybdenum exploration
discovery potential

Indium critical metal for LCD
displays and a key part of CIGS
solar panel technology

Zinc supply deficit projected for
2011 and beyond as zinc mines shut
down

2 year feasibility plan















Strange Lake rare earth system has
a world class tonnage footprint in
the order of 50-100 million tonnes

Contains both heavy and light rare
earths

Open pit mineable, with high grade
pegmatite horizons running $200-
$400 per tonne rock value

Owned 100% by Quest and located
in a mining friendly jurisdiction

Implied project value: $153 million



Counterproductive Misconceptions about Gold

Gold stocks benefit from a depression — deflation
Gold stocks benefit from fiat currency debasement — Inflation

Gold is money — no, it iIs not an accounting system, Its
creation requires real inputs of energy

Gold matters — not really, it has limited utility, b ut...

Gold Matters because it does not Matter


















Approach #2: Explore
for new deposits using
innovative exploration
methods or creative
geological sleuthing.



The Task at Hand

Invest heavily at the state level in pure
materials science research and
development to discover new ways to tap
the properties of elements so as to achieve
greater efficiency, more durability, and a
higher energy return on energy invested.

Thank You
www.KaiserBottomfish.com



