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Weekly Mining Commentary 
 
Most of the major global equity markets rallied today primarily due to a rally in the 

Chinese equity market. The SSE Composite (China) is up 12% WoW; all of the other 

major stock indices reported strong gains in the past week.  

 

Source: FRC / Various 

The rally was surprising considering rising concerns of the impact of a second 

wave of COVID-19. Although the number of new cases declined on the weekend, the 

U.S. is still in the midst of a second wave, in addition to Iran, Israel, and South Korea. 
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Source: https://www.worldometers.info/coronavirus/ 

As expected, India, Brazil and Mexico (still on the first wave) continue to 

experience a rise in new cases. We believe this is because the number of tests 

conducted in these countries are significantly lower than others.  As the number of tests 

increase, we expect cases to rise before declining. 
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Source: https://www.worldometers.info/coronavirus/ 

Certain parts of India and Spain have reimposed lockdowns. Kazakhstan has 

reimposed a nationwide lockdown.  Israel and certain states in the U.S. have reinstated 

restrictions on certain sectors (especially bars / restaurants). In a recent survey by 

Nanos Research for CTV New, two-thirds of Canadians support the closing of 

non-essential businesses if cases spike. As mentioned last week, we believe that 

most governments will likely start to reimpose restrictions before any lockdowns, 

considering the first lockdown’s negative impact on their economies.  

Despite these rising concerns, the stock market rally is encouraging, and reflects 

increasing consumer confidence, which is beneficial for the demand for base metals. As 

for commodity prices, except zinc, all mainstream metals reported gains in the 

past week.    

 
 

 
The inventory levels of copper on the LME declined WoW for a second week in a 
row, but increased on the SHFE (Shanghai Futures Exchange). We note that SHFE’s 
inventories are highly volatile on a WoW basis. We are not seeing a trend on either 
exchange.     

https://www.researchfrc.com/
https://www.researchfrc.com/
https://www.worldometers.info/coronavirus/
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Valuations – As a result of the rally in stock markets, the valuations of both gold and 
base metal producers increased WoW.  

https://www.researchfrc.com/
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We are maintaining our cautious outlook on copper due to the rising probability of a 

pull back in business activities, and because prices have already moved up to pre-

COVID levels.  
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We remain bullish on gold in the near-term as the same four factors (presented below) 
that have been driving prices in the past few weeks continue to support higher prices. 
 

 

 
In the following section, we review companies that announced key developments in the 

past week.  
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Mining / Exploration 
 
 

Company 

Name:  

Ticker 

Symbol 

Current Share 

Price:  

FRC Fair Value 

Estimate:  

Date of PR: 

Cornerstone 

Capital 

Resources  

TSXV: CGP $3.56  $4.66 June-30-2020 

PR Content 
Last week, SolGold plc (ASX: SOLG) 
made an unsolicited bid to acquire CGP. 
SOLG is offering 11 SOLG shares for 
each share of CGP. SOLG had made the 
exact same bid for CGP back in January 
2019. CGP’s board had rejected that 
offer. Although CGP’s board is expected 
to make a recommendation shortly on the 
latest bid, the company did indicate that 
shareholders owning over 50% of the 
shares intend to reject the offer.  
 
 
 

 

 

 

 

FRC Opinion 
Positive – Although this news is positive 
and confirms our belief, as stated in our 
initiating report in March 2020, that CGP is 
a prime acquisition target, we believe the 
bid significantly undervalues CGP’s shares. 
Below are some key metrics. The offer price 
values: 
 
➢ CGP at $0.012 per CuEq lb versus 

SOLG’s $0.026.  
➢ On an AuEq basis, CGP is valued at $6 

per oz versus SOLG’s $12 per oz.  
➢ CGP’s Enterprise Value (“EV”) is 6% of 

AT-NAV at 5%, while SOLG’s EV is 12%.  
 
Based on the above, we believe the market 
is valuing CGP’s shares at a significantly 
lower multiple than SOLG’s shares even 
though the underlying asset for both 
companies are the same. We believe 
SOLG will have to significantly up its bid 
to get CGP interested.  

Another interesting aspect of SOLG’s bid is 
that SOLG has required CGP shareholders 
to tender their shares by October 14, 2020. 
However, this is just a day before the expiry 
of SOLG’s standstill arrangement with BHP 
(ASX: BHP). As per the agreement, BHP, 
also a significant shareholder of SOLG, 
cannot acquire additional shares of SOLG 
without SOLG’s consent. Therefore, 

https://www.researchfrc.com/
https://www.researchfrc.com/
https://www.researchfrc.com/website/company/cornerstone/
https://www.researchfrc.com/website/company/cornerstone/
https://www.researchfrc.com/website/company/cornerstone/
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SOLG’s recent bid indicates that they want 
to gain full control of the Cascabel copper-
gold project and improve its marketability as 
an M&A / takeover candidate. This is 
another reason why we feel that CGP 
shareholders should wait and see if BHP, 
Newcrest / ASX: NCM (another key 
shareholder of SOLG), or another senior 
will have a go at SOLG / Cascabel. Note 
that BHP is interested in Cascabel, as back 
in 2016, BHP had made an offer to farm-in a 
significant share of SOLG’s interest in 
Cascabel, which SOLG rejected. 
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Company 

Name:  

Ticker 

Symbol 

Current Share 

Price:  

FRC Fair Value 

Estimate:  

Date of PR: 

Caldas Gold 

Corp.   

 

Gran Colombia            

Gold Corp.   

TSXV: CGC 

 

 

TSX: GCM 

$2.83 

 

 

$6.88 

$3.47 

 

 

$9.90 

July-6-2020 

 
 

PR Content 
A Pre-Feasibility Study (“PFS”) on the 
producing Marmato project in Colombia 
confirmed our conviction on the project. 
Most of the key inputs were inline with a 
2019 PEA. The initial CAPEX remained 
unchanged at US$269 million, while the 
total cash cost declined slightly from 
US$799 to US$772 per ounce. Based on 
US$1,400 per gold, the PFS returned an 
AT-NPV at 5% of $264 million versus the 
PEA’s US$207 million, which was based 
on US$1,300 per oz gold. The PFS was 
based on a 14-year mine life, with 1.9 
Moz in recoverable gold, and average 
annual production of 165 Koz. 

FRC Opinion 
Positive – As the results were in line with 
our inputs, we are not making any changes 
to our fair value estimate on CGC’s shares. 
That said, we believe the PFS was 
conservative as it only used 50% of the 
measured and indicated resource, and none 
of the inferred resource. The company can 
now move ahead with its expansion project 
based on a previously announced US$110 
million royalty financing deal with Wheaton 
Precious Metals (TSX: WPM). This 
financing will enable the company to expand 
the current 25 Koz per year operation to a 
150+ Koz per year operation. CGC’s goal is 
to complete expansion by 2022, and ramp 
up production to 100+ Koz in 2023, and to 
150+ Koz in 2024. We will publish a detailed 
report when the technical report is 
published.  
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Company 

Name:  

Ticker 

Symbol 

Current Share 

Price:  

FRC Fair Value 

Estimate:  

Date of PR: 

Steppe Gold 

Limited   

TSX: STGO $2.00 N/A July-6-2020 
 

PR Content 
Announced that they have sold 15.4 Koz 
of gold and 5 Koz of silver since 
commencing sales in April 2020, from the 
ATO mine in Mongolia. These sales 
generated net cash flows, after royalty 
payments, of US$25.3 million. 
Management has maintained their 
guidance of 60 Koz gold in the first 12 
months of production at a cash cost of 
just US$500 per oz.  
 
 

FRC Opinion 
Positive – STGO’s share price is up 122% 
since we launched coverage on April 27, 
2020. STGO has had minimal impact from 
COVID-19. 100% of its production is being 
purchased by the Central Bank of Mongolia. 
The project has a 2017 reserve estimate of 
232 Koz gold equivalent, plus measured 
and indicated resources of 1.04 Moz gold 
equivalent. With an average grade of over 1 
gpt gold, we consider the project to hold 
attractive grades for an open-pit operation. 
We estimate that Steppe’s shares are 
trading at just US$1,730 per annual 
producing ounce (based on 60 Koz per 
year) versus the gold producers’ average of 
over US$5k per oz.  

 

 

 

Company 

Name:  

Ticker 

Symbol 

Current Share 

Price:  

FRC Fair Value 

Estimate:  

Date of PR: 

Sirios 

Resources Inc.   

TSXV: SOI $0.195 $0.41 June-30-2020 
 

PR Content 
Raised $0.96 million from flow-through 
shares.  

FRC Opinion 
Positive – The company is working on 
expanding its maiden resource estimate 
(1.6 Moz at 0.69 gpt gold) on the Cheechoo 
gold property, located 10 – 15 km from 
Newmont Goldcorp’s (TSX: NEM) Éléonore 
gold mine. Management expects to 
commence a PEA in 2021. SOI recently 
commenced a drill program on its Aquilon 
gold property, also in Quebec.  

 

 

 

https://www.researchfrc.com/
https://www.researchfrc.com/
https://www.researchfrc.com/website/company/steppe-gold-limited/
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Company 

Name:  

Ticker 

Symbol 

Current Share 

Price:  

FRC Fair Value 

Estimate:  

Date of PR: 

American 

Manganese Inc.   

TSXV: AMY $0.20 $0.45 June-30-2020 
 

PR Content 
Recognized by the U.S. Secretary of 
Energy for their role in the lithium-ion 
battery recycling project with the U.S. 
Department of Energy (DOE).  
 

 

FRC Opinion 
Positive – This is a major vote of 
confidence on AMY. Note that there is 
currently no known commercial technology 
for large scale recycling of cathode 
materials. We feel AMY has two options to 
monetize its technology - a) build and 
operate a plant to recover and sell battery 
grade cathode materials to battery 
manufactures, and/or b) license the 
technology to battery manufacturers or 
other technology companies. The company 
is currently pursuing a pilot plant project.  
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Technology 
 
Company 

Name:  

Ticker 

Symbol 

Current Share 

Price:  

FRC Fair Value 

Estimate:  

Date of PR: 

Microsoft Corp.  NASDAQ: 

MSFT 

US$206.26 US$212.08 June 30 / July 

1, 2020 

PR Content 
Announced a global initiative aimed at 
bringing more digital skills to 25 million 
people amid the COVID-19 pandemic.  
To be completed by this year end, the 
program provides free access to content 
in LinkedIn Learning, Microsoft Learn, 
and the GitHub Learning Lab, and 
couples these with Microsoft 
Certifications and LinkedIn job seeking 
tools.  
 
As part of the above initiative, MSFT 
announced the “Accelerate” program 
across America, and Atlanta is the first 
city where the program is being rolled out. 

FRC Opinion 
Positive – In our view, this is a great 
initiative of Microsoft, which would help in 
economic recovery while helping people to 
secure a new job. Additionally, the move 
enables MSFT to build a reputation of its 
brands such as LinkedIn (Q3 FY20 / ending 
March / revenue: +21% y/y vs. Q2 FY20: 
+24% y/y) and GitHub in the market, which 
recently saw deterioration in growth. Also, 
penetration of its tools in the market through 
this initiative would create new opportunities 
after COVID-19. 
 
Although this will have no material impact 
on the company’s fundamentals, it will 
create a positive image in the eyes of the 
investors. This will empower those who 
have lost their jobs in the pandemic with 
digital skills to seek new job opportunities in 
the tech sector. 

 
 
 
 
 
 
 
 
 
 

 

https://www.researchfrc.com/
https://www.researchfrc.com/
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Special Situations 

 
Company 

Name:  

Ticker 

Symbol 

Current Share 

Price:  

FRC Fair Value 

Estimate:  

Date of PR: 

Micron Waste 

Technologies 

CSE: MWM $0.12 N/A July 3, 2020 

 

PR Content 

Released clarifying statements with 

respect to subsidiary company COVID 

Technologies Inc. (“COVID”): 

➢ As of April 2020, COVID was 

acquiring equipment and raw 

materials to produce personal 

protective equipment (“PPE”), and 

was not in commercial operations, 

➢ COVID has entered into letters of 

intent for masks and not purchase 

orders, 

➢ COVID was not awaiting a license 

from the National Institute for 

Occupational Safety and Health 

(“NIOSH”) and was instead 

conducting pre-testing, to which they 

would need to apply to NIOSH for a 

license once pre-testing is complete.  

➢ COVID’s manufacturing facility is not 

one year old with ultrasonic 

technology – the facility is three years 

old and does not include ultrasonic 

technology.  

FRC Opinion 

Negative – We are disappointed to see the 

number of corrections regarding COVID. 

This could give rise to investor mistrust in 

the management of Micron. Shares of 

Micron have traded down 30% since being 

reinstated to quotation on July 6, 2020. As 

previously mentioned, we would have liked 

to see the company focus on its main 

business rather than dilute their focus by 

acquiring an unrelated party. 

 

 

 

https://www.researchfrc.com/
https://www.researchfrc.com/
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Cannabis 

 

Company 

Name:  

Ticker 

Symbol 

Current Share 

Price:  

FRC Fair Value 

Estimate:  

Date of PR: 

Namaste 

Technologies 

Inc. 

TSXV: N $0.37 $0.70 July 3, 2020 

 

PR Content 

Certain officers of the company have 

agreed to receive their short-term 

incentive in options (exercise price of 

$0.33) in lieu of cash. CEO Meni Morim 

has requested a 17% reduction in pay in 

favour of long-term incentives (details 

undisclosed). The request was granted by 

the Board of Directors. 

FRC Opinion 

Neutral/Positive – Receiving short-term 

incentive in options rather in cash reduces 

the cash burn of the company. We do not 

have details regarding what the long-term 

incentives for Meni Morim entails. That said, 

the pay reduction shows management’s 

conviction on the company’s potential. 

 

Weekly Cannabis Commentary 
 

Cannabis Industry Performance 

 
Note: MCAN and XCAN were launched on November 18, 2019, and January 20, 2020, respectively. 

Source: TMX Money, FRC 
 

https://www.researchfrc.com/
https://www.researchfrc.com/
https://www.researchfrc.com/website/company/namaste-technologies-inc/
https://www.researchfrc.com/website/company/namaste-technologies-inc/
https://www.researchfrc.com/website/company/namaste-technologies-inc/
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Over the past week, the Horizons Marijuana Life Sciences ETF (TSX: HMMJ / “HMMJ”), 
the Standard & Poor’s/MX International Cannabis Index (“MCAN”), and the Standard & 
Poor’s/TSX Cannabis Index (“XCAN”) generated a return of 1%, 1%, and 2%, 
respectively.  
 
The worst weekly performer from the list of companies that we track is Organigram 
Holdings Inc. (TSX: OGI). On July 3, 2020, the company announced plans to reduce its 
workforce by approximately 25%. Furthermore, the company stated that it will continue 
to cultivate less cannabis than its Moncton operation was designed for. We deem this is 
due to lack of demand.  
 

Valuation of Select Canadian LPs 

 

The following shows the average Enterprise Value to Revenue (“EV/R”) of the cannabis 

companies that we track.  

 

Average EV/R (October 2019 – July 2020) 

 
Source: S&P Capital IQ, FRC 

 

 
Source: S&P Capital IQ, FRC 
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The average EV/R, as of June 29, 2020, is 9.6x – unchanged from a week ago. The 

average EV/R, from October 7, 2019 to date, is 12.2x. As a number of companies are 

not EBITDA positive, we have refrained from tracking the average Enterprise Value to 

EBITDA (“EV/EBITDA”). 

 

There was no material cannabis news over the past week.  

 

Canadian Retail Cannabis Pricing  

 

 

 
 

Source: Online Provincial Cannabis Stores, FRC 

 

The average retail price per gram decreased 0.56% week-over-week to reach 

$11.30. Over the long-term, we continue to reiterate our view that the retail price per 

gram of cannabis will decrease to combat the black market for cannabis. According to 

Statistics Canada, the average per gram price of illegal cannabis in Q4-2019 was 

$5.73. The following shows the trend in pricing for illegal cannabis:  

 

Illegal Cannabis Pricing 

 
Source: Statistics Canada, FRC 

https://www.researchfrc.com/
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Retail Cannabis Stores 

 

As of July 6, 2020, there are 987 retail cannabis stores across Canada. This is a 2% 

increase from a week ago.  

 

Number of Retail Cannabis Stores in Canada  

Source: Provincial Websites, FRC 

 

The following shows the number of retail cannabis stores by province/territory: 

 

 
Source: Provincial Websites, FRC 

 

Shown above, Ontario and Quebec are the two largest underserved provinces for 

cannabis, with a population / store of 132k and 202k, respectively. Growth in Canada’s 

https://www.researchfrc.com/
https://www.researchfrc.com/
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cannabis market hinges on more retail cannabis store openings in the two 

aforementioned provinces.  

 

The below chart shows Canadian retail dried cannabis flower pricing since we began 

price coverage.   

 

 

Canadian Retail Dried Cannabis Flower Pricing 

Source: Online Provincial Cannabis Stores, FRC 
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The opinions expressed in this report are the true opinions of the analyst(s) about any companies and industries mentioned. Any 
“forward looking statements” are our best estimates and opinions based upon information that is publicly available and that we 
believe to be correct, but we have not independently verified with respect to truth or correctness. There is no guarantee that our 
forecasts will materialize. Actual results will likely vary. Companies mentioned in this report may be covered by FRC under an issuer 
paid model or be candidates for coverage.  FRC or companies with related management, may hold shares in some companies 
mentioned in this report. Distribution procedure: our reports are distributed first to our web-based subscribers on the date shown on 
this report then made available to delayed access users through various other channels for a limited time.  
 
To subscribe for real-time access to research, visit https://www.researchfrc.com/website/subscribe for subscription options.  
 
This report contains "forward looking" statements. Forward-looking statements regarding the Company, industry, and/or stock’s 
performance inherently involve risks and uncertainties that could cause actual results to differ from such forward-looking statements. 
Factors that would cause or contribute to such differences include, but are not limited to, continued acceptance of the Company's 
products/services in the marketplace; acceptance in the marketplace of the Company's new product lines/services; competitive 
factors; new product/service introductions by others; technological changes; dependence on suppliers; systematic market risks and 
other risks discussed in the Company's periodic report filings, including interim reports, annual reports, and annual information forms 
filed with the various securities regulators.  By making these forward-looking statements, Fundamental Research Corp. and the 
analyst/author of this report undertakes no obligation to update these statements for revisions or changes after the date of this 
report. 
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