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Unanswered Questions

• Has China stabilized at 7%-8% 
growth rate, or is an implosion on 
the horizon that will drag down 
raw material demand?

• Which is better for metals, 
Abenomics or Merkelnomics?

• Would the revival of the US 
economy help or hurt gold?

• If the apocalyptic gold bug 
narrative is dead, need gold and 
silver also be dead?

• How long can the junior resource 
sector survive if the latest 
Goldman Sachs target of $1,100 
gold is reached?

• Would gold challenging $2,000 be 
enough to save the junior 
resource sector from extinction?
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1,280 or 72% trading 
below $0.20!
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10-40 yearsMining cash flowProduction9

1-3 yearsBuilding the mineConstruction8

1-3 yearsSecuring approval, negotiate offtake, 
production decision, 8-12% error margin

Permitting, Marketing & 
Feasibility (FS)
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1-2 yearsProduce a mineable reserve, detailed 
engineering for mining plan and 
associated costs, 15-20% error margin

Prefeasibility (PFS)6

1 yearEvaluating recoveries and optimal 
processing method, initial economic 
analysis with 30%-35% error margin

Preliminary Economic 
Assessment (PEA) & 
Metallurgy
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1-2 yearsUpgrading resource estimate from 
inferred category

Infill Drilling4

1-2 yearsDefining the limits of a discovery & 
producing initial 43-101 resource estimate

Discovery Delineation3

1-2 yearsFiltering for drill targetsTarget Generation & 
Drilling
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Private placement is by far the 
main funding mechanism for 
TSXV listings.



Funding has dried up. Trading 
value has declined and much 
of what remains is prop 
trading. The future for the 
resource juniors is bleak.



• Brokers as a gateway between investor capital and corporate treasuries 
disappearing through regulatory changes such as the “client relationship 
model” and a banking establishment shift to “asset management” – move 
your cash to discount brokers and take responsibility for your decisions.

• Investor capital pools shrinking thanks to accredited investor threshold of 
$1 million net worth not counting net equity in real estate – lower it!

• Profound ignorance among investors about how to visualize the potential 
outcome of exploration plays and regulatory hostility to anything that 
facilitates fundamentals rather than technical speculation – subscribe to 
KRO.

• Brokerage industry accommodation of algorithmic trading and special 
treatment of proprietary trading accounts – impose a transaction fee.

• Elimination of uptick rule so that short-selling can be done on a down-tick 
– enforce advance borrowing of stock.

• Fragmentation and darkening of markets through multiple, unconsolidated 
order execution platforms that violate first comer first serve principle.

• Regulatory overkill with regard to publicly listed corporations.

New Realities at the Industry Level





New Reality is that gold and 
copper are no longer inversely 
related, meaning there is no 
place to hide for the resource 
juniors when the global 
business cycle slows.



Neither Apocalyptic Gold Bugs nor Super-Cycle Bugs  are Winners



Chinese output rises while 
Chilean output is flat. 
Chinese production growth 
in last 5 years has been a 
new reality for many metals 
that may not last.





Warehouse stocks are high compared 
to historical levels, though not in 
terms of consumption rates. They 
could fall sharply if global GDP 
accelerates, high costs & resource 
nationalism force shelving of planned 
non-Chinese mines, and a 
combination of Chinese depletion and 
pollution mitigation curtails Chinese 
supply. The market bias is for mine 
postponement & against the other two.



Key IMF assumptions are that 
China will continue to enjoy 
merging market growth, and 
America will pull out of its 
slump, fueling the Rest of the 
World’s growth.



According to Wood McKenzie copper surplus during 
the next 3 years will be a problem for copper price 
unless there is an unexpected surge in global GDP 
growth. Junior base metal plays need to shoot for high 
grade discoveries or focus on likely prices for 2017 
onwards for advanced projects.

But how do juniors fund exploration 
during an interim 2-3 years of flat or 
weaker base metals?



Looks like the future supply is 
already in place at robust costs, but 
cost under-estimation, by-product 
price vulnerability & geopolitical risk 
present  a different reality.



US includes Pebble, Canada 
Galore & Shaft Creek, 
Argentina Los Azules & Taca
Taca, Mongolia is Oyu Tolgoi
totaling 1.5 million tonnes –
32% of 4.7 million annual 
tonnes output.



10% annual mining sector cost inflation 
during past 5 years implies 60% higher 
costs compared to the 22% real copper 
price gain based on CPI.





New Reality is that market 
responds only to new 
discoveries with above 
average grades, decent size 
potential, and low to 
medium risk jurisdictions.









New Reality: a smackdown of the 
ideologically driven obsession with 
conspiracy, fiat currency debasement, and 
hyper-inflation, apocalyptic outcomes that 
are conceivable, but bad for gold equities.



The US dollar has been in an uptrend 
since Q2 of 2011, about when the gold 
equities diverged downwards from the 
sideways gold trend. Ironically, this 
coincided with the Republican effort to 
force a US debt default.







China aspires to the role of 
reserve currency. This will take 
time. Japan’s Abenomics is a 
battle against irrelevance caused 
by bad demographics, 2 decades 
of stagnation, & over-reliance on 
fiscal stimulus. The rest of the 
world is happy to see a stronger 
dollar because it makes up most of 
their foreign reserves.



Physical buying worldwide has 
surged while the supply of scrap has 
declined. The ETFs are the only place 
bullion bankers can extract gold to 
close out gold lease positions.

Since Dec 7 peak of 43.5 
million oz, 10.4 million oz or 
24% has been extracted 
from the SPDR ETF.





We have yet to see a high 
impact shift toward central 
bank accumulation of gold 
as a foreign reserve 
holding.





In Q2 2009 China reported a 76% increase in 
official gold holdings to 34 million oz. Since 
then it has not updated, but China has 
produced 45 million oz, all likely bought by the 
central bank. An update today would put China 
at 79 million oz. Production in 2012 was 12 
million ounces.



Although the net increase in 
official sector gold since 2007 is 
modest, the skew between the 
emerging and fading economic 
powers is notable.



2 key convergent trends: 
the relative share China and 
the US have of global GDP 
and military spending.



Two Important Reports that beg for a 
shift in the gold bug narrative!

• Global Trends 2030: Alternative Worlds

(National Intelligence Council – December 2012)

http://globaltrends2030.files.wordpress.com/2012/12/global-trends-2030-november2012.pdf

• Gold, the renminbi and the multi-currency reserve system

(OMFIF – Official Monetary & Financial Institutions Forum on behalf of the World Gold Council –
January 2013)

http://www.omfif.org/downloads/Gold,%20the%20renminbi%20and%20the%20multi-
currency%20reserve%20system.pdf



Gold can serve as an inflation hedge, 
but it is more important as a hedge 
against long term geopolitical and 
national uncertainty in a globalized 
economy, both by the private sector as 
prosperity grows, and the official sector 
as changes in power balances loom.









New Reality: Underground & 
Open Pit grade targets for 
new discoveries by juniors.

$2,000+ 
Dreamland



From a Canadian and Australian mining 
perspective gold’s gain has not been overly 
impressive, and its decline is hurting. With 
a strengthening US dollar and an interim 
sideways move in gold, perhaps the juniors 
should target gold exploration in the US?





Kaiser Services

• Kaiser Research Online Membership – US $250 
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