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Canada: will never Canada: will never 
be a net importer be a net importer 
of raw materials!of raw materials!

� Only 35 million people

� Geopolitical stability

� Advanced mining law 
& permitting regime

� 43-101 disclosure 
system

� Evolving aboriginal 
involvement

� But beware the anti-
mining lobby!





Outcome Analysis QuestionsOutcome Analysis Questions
Visualizing the FundamentalsVisualizing the Fundamentals

� What kind of deposit style is it?

� Can you name a deposit similar to your target?

� What is the analogue worth?

� What is the physical footprint of your target?

� How many tonnes does that represent?

� What grade are you looking for?

� Are there metallurgical issues that affect recoveri es or costs?

� What are your long term metal price assumptions?

� What is the rock value at these grades and prices?

� What would the in situ value be?

� Where is the project located?

� Are there infrastructure issues such as transportat ion, water supply 
and power?

� What is such a deposit worth in DCF and comparable market valuation 
terms?

Outcome Analysis – Step 1



Retail Investor



What is an What is an orebodyorebody worth?worth?
DDiscounted Cash Flow Modeliscounted Cash Flow Model

Annual Cash Flow
(1 + Discount Rate) n

Less Capital Cost 

n = year of cash
m = mine life (years of mining)

�

Outcome Analysis – Step 1

m

n=1





10-20 yearsMining cash flowProduction9

1-3 yearsBuilding the mineConstruction8

1-3 yearsSecuring approval, negotiating offtake, 
making a production decision

Permitting, 
Marketing & 
Feasibility

7

1-2 yearsProduce a mineable reserve, establish a 
mining plan and associated costs

Prefeasibility6

1 yearEvaluating recoveries and optimal 
processing method

Bulk Sample & 
Metallurgy

5

1-2 yearsProducing a mineral resource estimate & 
scoping study

Infill Drilling4

1-2 yearsDefining the limits of a discovery -
tonnage & grade

Discovery 
Delineation

3

1-2 yearsFiltering for drill targetsTarget Generation & 
Drilling

2

1 yearConceptual, land acquisitionGrassroots1

Time 
Required

ObjectiveExploration Cycle 
Stage

Stage

How do we get to a mine?
Probability Analysis – Step 2



100%Production9

0-0.3:1175-100%Construction8

0.3-1:11.3-350-75%Permitting-Feasibility7

1-3:12-425-50%Prefeasibility6

3-9:14-1010-25%Bulk Sample & Metallurgy5

9-19:110-205-10%In-fill Drilling4

19-39:120-402.5-5%Delineation Drilling3

39-99:140-1001-2.5%Target Drilling2

99-199:1100-2000.5-1%Grassroots1

OddsLeverageChance

Probability LadderExploration Cycle Stages

The Exploration Cycle as a Risk Reduction and 
Outcome Visualization Process

What is the probability of making it 
from the current stage to a mine?

Probability Analysis – Step 2



Definition of Speculative ValueDefinition of Speculative Value
(borrowed from gambling logic)(borrowed from gambling logic)
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Risk-Reward Analysis – Step 3



Note: the fair value range in each exploration stag e row  for each dream target column is calculated b y multiplying 
the dream target value by the success chance. ie sta ge 4 dream target $500: 0.05 x $500 = $25, 0.1 x $5 00 = $50

$2,000$500$100100%Production9

$1,500-2,000$375-500$75-100175-100%Construction8

$1,000-1,500$250-375$50-751.3-250-75%Permitting, Marketing & 
Feasibility

7

$500-1,000$125-250$25-502-425-50%Prefeasibility6

$200-500$50-125$10-254-1010-25%Metallurgy5

$100-200$25-50$5-1010-205-10%Infill Drilling4

$50-100$12.5-25$2.5-520-402.5-5%Discovery Delineation3

$20-50$5-12.5$1-2.540-1001-2.5%Target Drilling2

$10-20$2.5-5<$1100-2000.5-1%Grassroots1

$2,000$500$100LeverageChance

Dream Target Fair Value Channels
($ Millions)

Success Probability

Exploration Cycle Stages

Rational Speculation Model - Probability Ladder for Metal Projects

Risk-Reward Analysis – Step 3





How is the market pricing a project?How is the market pricing a project?

BrettBrett ’’s Hammond Reefs Hammond Reef ProjectProject

Calculating Implied Project ValueCalculating Implied Project Value

= Fully Diluted Shares X Market Price 

Net Project Interest

=     (98,955,657 x $1.65) / 1.0

=            $163,276,831

Risk-Reward Analysis – Step 3





What would What would BrettBrett ’’ss stock price be if it stock price be if it 
achieved the various dream targets achieved the various dream targets 
without suffering significant additional without suffering significant additional 
stock dilution?stock dilution?

$100 million = $1.01

$500 million = $5.05

$2 billion = $20.21

Risk-Reward Analysis – Step 3



Four Crumbling PillarsFour Crumbling Pillars

� Mortgage Securitization as Wealth Creation

� Globalization & the virtue of the China Price

� American Hegemony & the US Dollar as 
Global Reserve Currency

� Long term reliance on fossil fuel combustion



Mortgage Securitization:
Creating a Global Real Estate 
Bubble and a Consumption 
Boom by dissolving the 
traditional self-regulating 
relationship between lender 
and borrower. Game Over.



The China PriceThe China Price
� Cheap Labor – urbanization of 

rural China and the dismantlement 
of state run enterprises

� No Health & Safety for Workers

� No environmental emission 
controls

� No Unions to secure medical or 
pension benefits

� US Dollar Peg: the devil’s bargain 
of maintaining an undervalued 
yuan by bankrolling the US trade 
deficit through the accumulation of 
US treasury debt

� Piracy and Counterfeiting

� FDI: foreign direct investment and 
technology transfer

Made in China and Packed with 
Pride in America

Globalization Globalization 
wandering wandering 
towards its towards its 
extinctionextinction



Project for a New American CenturyProject 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



“Eyes in the Sky”

“32 million surplus males”

Petro-Dollar Recycling?





Source: New Scientist Feb 25, 2009



What will Americans do that is of What will Americans do that is of 
value to the rest of the world?value to the rest of the world?

What will the Chinese do to keep What will the Chinese do to keep 
their economy growing?their economy growing?

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







ChinaChina ’’s Solution: Borrow a chapter from American Historys Solution: Borrow a chapter from American History
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A Matter of PerspectiveA Matter of Perspective

1 Billion OECD1 Billion OECD 3 Billion BRIC3 Billion BRIC

Is your standard of living shrinking or growing?Is your standard of living shrinking or growing?

Is your footprint growing or shrinking?Is your footprint growing or shrinking?



Electrification of Electrification of 
the Car Industrythe Car Industry

� Facilitates carbon cap & 
trade policies

� Exploits abundant coal, 
natural gas, nuclear and 
renewable fuels

� Reduces dependency on 
oil imports

� Provides basis for 
renewable energy 
infrastructure



AmericaAmerica ’’s Solution: Transformatives Solution: Transformative Infrastructure RenewalInfrastructure Renewal

American Society of Civil Engineers
estimates $1.6 trillion needed over next 5 
years just for infrastructure maintenance!

� Footprint Consciousness as a response to the end of  debt fueled consumption

� Repatriation of manufacturing through green protect ionism – carbon trading

� Indebting future generations by creating legacy rat her than looting for the 
benefit of boomers

� R&D boom in materials science and process engineeri ng

� “Infrastructural” consumption by buying efficient, d urable and lower impact 
goods while shunning “disposable” consumption

� Reduce oil dependency through electrification of tr ansportation



All Just Fun & All Just Fun & 
Games?Games?









Approach #1: Develop Approach #1: Develop 

existing ounces in the existing ounces in the 

ground that a higher ground that a higher 

gold price is putting gold price is putting 

into the money.into the money.



Approach #2: Explore Approach #2: Explore 

for new deposits using for new deposits using 

innovative exploration innovative exploration 

methods or creative methods or creative 

geological sleuthing.geological sleuthing.



NoSoMerica

UpForGrabs

AustralAsia

EurAsia

PostPost --Globalization Economic Zone FragmentationGlobalization Economic Zone Fragmentation



Economic vs Strategic LogicEconomic 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



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

� China lacks chromite resource

� US has 54% import reliance

� No substitute for chromium in 
stainless steel production

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

� Kazakhstan unreliable supplier



� TSXV listed resource exploration junior

� Zero revenues and no prospect of such

� Market cap of $122 million

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

� 100 million tonne open-pittable footprint, 
grade range 25%-45%, below South 
African standard 

� Estimated $1.5 billion capital cost

� Subject of hostile paper bid by other junior

Cliffs Natural Resources IncCliffs Natural Resources Inc

Freewest Resources Canada IncFreewest Resources Canada 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

� Is buying Freewest’s chromite 
asset for $118 million at $0.55



� 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 Dewar 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



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

Source: EC Commission – The Raw Materials Initiative













$50 billion TREO in 
the ground, $2 billion 

market cap



� 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



Peregrine Diamonds (PGDPeregrine Diamonds (PGD --T) T) –– the next the next DiaDia Met?Met?



Thank YouThank You
www.KaiserBottomfish.comwww.KaiserBottomfish.com
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Gold Matters because it does not MatterGold Matters because it does not Matter


