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Week in Review
Gold
As we discussed in last week’s commentary, whilst the Brexit result might have been considered a shock to
some, it was hardly a surprise. Not surprisingly, financial markets have taken developments in their stride,
despite the media hype. Nevertheless, gold has been one of the biggest beneficiaries, smashing its way
higher to its best level since the GFC.
This is particularly good news for Aussie gold stocks, as the price has surged to an all-time high, as the
graphic below demonstrates. What’s also fascinating is that it reflects a steady appreciation in the A$ gold
price over the past 20 years – something that the average investor and the mainstream media has most
likely been oblivious too.
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Gold was already strongly prior to the Brexit vote – in the period from late 2015 to just prior to the Brexit
vote, gold was up almost 24% in dollar terms, 19% in euro terms, 6.5% in yen terms, 29% in pounds sterlingterms, 20% in Australian dollar terms, 19% in Canadian dollar terms and 20% in Swiss Franc terms.

What’s also significant about gold’s strong run so far this year (it’s managed an impressive gain of 21% so
far in 2016 already) is that it’s managed to do so in what is traditionally a seasonally-weak period for the
metal. The only losing months this year thus far have been March and May, which was to be expected with these being the two weakest months for the past 40 years.
The fact that gold has posted such a strong first-half, sets it up for a very strong finish to 2016. The average
second-half performance since 1975 is 5.2%, compared to 1.2% during the first half of the year.

Upside elements for gold remain strong - driven by uncertain outcomes relating to the experiment of zero or
negative interest rates by central banks around the world, the postponement of any prospective US rate
rise, and a continuation of 'accommodative' monetary policy by central banks. Throw in growing retail
investor demand in the face of uncertainty and low yields, and you end up with a very positive picture for
both gold and silver that will encourage further retail buying interest.
What’s also significant is that it’s not only smaller investors buying gold, as central bank purchasing is on
the rise. This week attention was drawn to a report published by the Official Monetary and Financial
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Institutions Forum (OMFIM), which concluded that “gold is reassuming a more central monetary role as a
favoured investment for central banks as a result of low and negative interest rates, increased perception of
country risk, and enhanced geopolitical uncertainty.”
OMFIF’s 2016 edition of Global Public Investor – which reports on asset management performance by
central banks, sovereign funds and public pension funds – "highlights gold’s renaissance as a traditional
investment haven, with central banks' net purchases accelerating, as result of purchases by institutions led
by China, Russia and Kazakhstan, among others, amid drying up of sales by developed country central
banks.”
“In the febrile atmosphere on world markets, gold is ‘coming into its own’ as an asset that is not issued by
any state or government, at a time when asset managers around the world are querying whether yields are
sufficient to cover country risk,” the OMFIF report says.

This positive sentiment is reflected in the World Gold Council’s latest Gold Demand Trends report, which
showed that central banks added 566 tonnes of gold (US$21 billion worth) during 2015 – the sixth
consecutive year of net purchases.
During Q1 2016, central banks bought 109 tonnes of gold and the WGC expects total net purchases for
2016 to range between 400 - 600 tonnes. The WGC shares my view expressed earlier that “the prolonged
environment of low or, in many cases, negative interest rates will likely result in structurally higher demand
for gold from central banks.”
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As a result I believe my previous forecast trading range for gold for 2016 of between $1,100 and $1,300 per
ounce is too conservative, and I believe gold could trade as high as $1,400 this year and $1,500 next year.
You can click on my latest CNBC interview on our web-site front page or in our media section, where I
discuss my outlook for gold and what’s currently driving prices.
Base Metals
It’s also worth taking a look at base metals - which have enjoyed a solid 2016 so far, with only lead (-3%) in
negative territory for the year. Whilst the likes of zinc (+28%) and tin (+16%) have rallied, with steelmaking
raw materials iron ore (+24%) and coking coal (+12%) rebounding solidly (albeit from highly depressed
levels), nickel has been a quiet achiever (+18%). Nevertheless, this is still only half the level it was back in
early 2014, when Indonesia's ban on ore exports led to a price spike.

Nickel’s subdued pricing since then has mostly been blamed on elevated inventories on both the LME and
particularly in Shanghai, although stock levels on the LME have recently been falling. In a new report on the
prospects for nickel, BMI Research says "the market will gradually begin to tighten as elevated Chinese
imports start to erode global stockpiles."
BMI expects strengthening fundamentals in the nickel market and a more general bounce in metal prices
for the second half of the year, which "will start to push nickel prices towards US$10,000 per tonne." Longer
term there is further upside, although the frothy days of 2007 when nickel peaked at more than US$50,000
appear gone forever.
BMI is of the view that Indonesia will relax in part its ore ban, but with Indonesian nickel pig-iron smelters
coming online by 2017, there likely won't be a supply-crunch in the refined market, which will keep a lid on
the price. BMI forecasts prices to average US$4.50 per tonne and US$5.25 a tonne during 2016 and 2017
respectively, edging up to US$5.75 a tonne by 2019. I think these forecasts are likely to prove pretty
accurate.
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St George Mining (SGQ) – First Coverage @ $0.175 in Apr 2016
An advanced exploration play with an extensive acreage position encompassing more than 2,000 sq km in
WA’s East Laverton region, with a particular focus on high-grade sulphide nickel acreage at Mt Alexander.
Corporate Details
Status: Advanced Explorer
Size: Small Cap
Commodity Exposure: Nickel
Share Price: $0.14
12-month Range: $0.052 - $0.25
Shares: 207m, Options: 48m
Top 20: 43%
Net Cash: $2.8m
Market Value: $29m

Key Parameters

Rating (out of 5) Quarterly Statistics

Management Quality



Q1 2016 Exploration Spend: $0.756m

Financial Security



Q1 2016 Administration Spend: $0.232m

Project Quality



Exploration Spend 77%, Admin Spend 23%

Exploration / Resource Potential



Q2 2016 Forecast Exploration Spend: $0.668m

Project Risk



Q2 2016 Forecast Admin. Spend: $0.22m

St George Mining’s flagship asset is its 100%-owned East Laverton property within the North-Eastern
Goldfields region of Western Australia. The acreage is located 230 km northeast of Kalgoorlie, within the
under-explored and highly-prospective eastern margin of the Yilgarn Craton. This large and strategically
dominant landholding comprises a tenement package that extends for more than 2,000 sq km and
represents a frontier exploration region, with potential for new and significant gold and base metal deposits.
The significance of the project area is that it encompasses three extensive ultramafic-greenstone belts, with
a total strike length of more than 130km. Exploration drilling by St George and BHP Billiton Nickel West (in
2012 under a now-concluded farm-in deal) discovered nickel sulphides at East Laverton, confirming the
strong potential for the discovery of significant massive nickel sulphide deposits. St George has now
established a large pipeline of prospects that provides considerable exploration upside for the company.
St George acquired 100% of the Hawaii and Mt Alexander North projects from BHP Billiton during October
2015. These under-explored projects are located southwest of the Agnew-Wiluna belt, which hosts
numerous world class nickel and gold deposits. Drilling by BHP Billiton Nickel West targeting coincident
electromagnetic and magnetic anomalies at the Cathedrals prospect in 2008 intersected up to 4 metres
grading 4.9% Ni, 1.7% Cu and 3.9g/t PGE’s and St George has now commenced its own work program.
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Overview
The company’s share price took off during April, as market interest rapidly built around the company’s
diamond drilling program on various prospects within its Mt Alexander project. The share price has since
consolidated. The discovery of high grade nickel‐copper sulphides at Stricklands confirms that mineralised
ultramafics in the Cathedrals Belt extend intermittently for more than 2km.
Together with the as-yet unexplored Investigators prospect, the mineralised ultramafics within the
Cathedrals Belt are interpreted to extend intermittently for over 3km. This represents an exceptional
outcome in my view at such an early stage of exploration.
Mt Alexander Project
Mt Alexander is located 120km south-southwest of the Agnew-Wiluna belt, which hosts numerous world
class nickel deposits. The Cathedrals nickel-copper discovery and the Stricklands prospect are held within
a joint venture with Western Areas (ASX: WSA) (25%) and St George (75%). St George is the Manager of
the project, with Western Areas retaining a 25% non-contributing interest until there is a decision to mine.
Drilling is currently taking place on the company’s Cathedrals, Stricklands and Investigators prospects at Mt
Alexander, with results so far reported from completed diamonds holes at Cathedrals and Stricklands.
Recent Activity
St George Mining has announced that laboratory assays for the first-ever drill holes completed at the
Stricklands prospect have confirmed that nickel‐copper sulphides have been discovered at this previously
untested target.
Drill-holes MAD20, MAD22 and MAD23 have targeted separate EM conductors at Stricklands, situated 1km
west‐southwest of the high-grade nickel‐copper sulphide discovery made by BHP Billiton at the Cathedrals
prospect during 2008.
Assays have confirmed nickel‐copper sulphide mineralisation at three separate targets, with nickel‐copper
sulphides intersected at shallow depths 50 metres below surface:
o

MAD20: 9.3m of weak‐moderate disseminated mineralisation from 44.2m grading into matrix and
massive sulphides with 0.93m @ 2.5%Ni, 0.68%Cu, 0.16%Co and 1.1g/t total PGEs from 53.52m

o

MAD22: 7.95m of moderate disseminated‐blebby sulphide mineralisation from 41.9m grading into
stringer and massive sulphides with 2.78m @ 1.62%Ni, 2.51%Cu, 0.07%Co and 1.88g/t PGEs from
49.85m including 0.23m @ 13.1%Cu, 43g/t Ag from 52.4m

o

MAD23: 3.75m of moderate blebby‐disseminated sulphides from 53.7m grading into matrix
sulphides with 1.5m @ 1.29%Ni, 0.57%Cu, 0.06%Co and 1.11g/t total PGEs from 55.55m and
massive sulphides with 0.25m @ 4.18%Ni, 3.4%Cu, 0.18%Co and 4.29g/t PGEs from 57.45m
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Technical Significance
Each of the new drill-holes at Stricklands intersected high-grade nickel‐copper sulphide mineralisation, an
excellent result for the first drill program in a new target area.
The mineralisation intersected in drill-holes MAD20 and MAD23 is the first in-situ massive nickel‐copper
sulphide mineralisation encountered within the Cathedrals Belt and supports the potential for additional
primary nickel‐copper sulphide mineralisation at the Mt Alexander project.
Furthermore, down-hole electromagnetic (DHEM) surveys of MAD22 and MAD24 have identified several
off‐hole EM conductors that warrant immediate testing.

Figure 1: Drill core from MAD22 with massive chalcopyrite (yellow‐green) in contact with ultramafic (dark grey). Assays for this
interval (52.4m to 52.63m) returned 13.1%Cu and 43g/t Ag.
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The discovery of massive nickel‐copper sulphides at Stricklands is considered very important in the
evolving exploration model at Mt Alexander and confirms that the high-grade mineral system within the
Cathedrals Belt is much more extensive than previous drilling has indicated.
The discovery of in-situ komatiite-hosted nickel‐copper sulphide mineralisation also has positive
implications for the multiple ultramafic belts to the south of the Cathedrals Belt, at least one of which has
never been drill-tested, with the others remaining under‐explored.
The mineralised ultramafics within the Cathedrals Belt extend intermittently for over 2km and when
combined with the so-far unexplored Investigators prospect, the mineralised ultramafics are interpreted to
extend intermittently for more than 3km.
What’s also significant is that the Stricklands nickel‐copper sulphide intersections occur at shallow depths in
fresh rock just below the base of weathering, at an average depth of 35 metres. As with the Cathedrals
prospect, drilling has not yet tested for mineralisation at depth, where there may be potential for further
mineralised ultramafics.

Figure 2: Plan view of the Cathedrals and Stricklands Prospects over TMI magnetics showing the successful nickel sulphide drill
holes along the Cathedrals Belt.
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Project Overview
There are three main ultramafic belts at the project, with a total strike length of more than 130km - the Stella
Range belt, the Central belt and the Minigwal belts. Each of these is highly-prospective for nickel sulphide
deposits.
There are many ultramafic occurrences throughout the Yilgarn Craton of Western Australia, but only a small
number of these are fertile and potential hosts for nickel sulphide mineralisation. The better known fertile
ultramafic belts are at Agnew-Wiluna, Forrestania and Kambalda.
The MgO-rich ultramafic rocks at East Laverton are compositionally very similar to the ultramafics at the
Agnew-Wiluna belt, the most significant nickel belt in Western Australia with several world class nickel
sulphide deposits. This important feature suggests that the East Laverton Property could host nickel
sulphide mineralisation on a scale similar to Agnew-Wiluna.
Drilling results in 2012 showed multiple occurrences of magmatic nickel and PGE sulphides over a broad
area of the East Laverton property, confirming the fertility of the extensive ultramafic belts at the project for
nickel sulphide mineralisation.
A key part of St George’s exploration strategy has been an investment in a regional scale moving loop
ground electromagnetic survey. This is being managed by Newexco, highly respected geophysical
consultants with a track record of major nickel discoveries.
St George is continuing systematic nickel exploration at East Laverton and has established a strong
pipeline of prospects, several of which have drill ready targets.
Summary
We initiated coverage of St George Mining at a price around $0.175 during April 2016. We had the
opportunity to catch up with MD John Prineas for lunch in Sydney just recently.
The results from Mt Alexander are as good as could possibly be expected at this very early stage of
exploration. They represent an outstanding success rate so early in the drilling program, in turn
providing strong encouragement for the drilling of further EM conductors. The results also confirm
the effectiveness of EM surveys as a targeting tool for nickel-copper sulphide mineralization.
This is particularly significant for the DHEM surveys now underway within the completed drill-holes.
The company has a fabulous base for further exploration success - a fact underlined by the
presence of highly-successful WA resource investor, Terry Streeter, as a major shareholder. St
George Mining will therefore remain firmly held within our Portfolio.
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Sheffield Resources (SFX) – First Coverage @ $0.50 in Sep 2015
Emerging, diversified Western Australian bulk commodities play, with a focus on minerals sands in the
Kimberley region, along with an exciting nickel-copper exploration play within the Fraser Range province.
Corporate Details
Status: Emerging Producer
Size: Small Cap
Commodity Exposure: Zircon
Share Price: $0.43
12-month Range: $0.42 - $0.86
Shares: 147m, Options: 10m
Top 20: 45%
Net Cash: $7m
Market Value: $63m

Key Parameters

Rating (out of 5) Quarterly Statistics

Management Quality



Q1 2016 Exploration Spend: $1.239m

Financial Security



Q1 2016 Administration Spend: $0.462m

Project Quality



Exploration Spend 73%, Admin. Spend 27%

Exploration / Resource Potential



Q2 2016 Forecast Exploration Spend: $1.3m

Project Risk



Q2 2016 Forecast Admin. Spend: $0.3m

Sheffield Resources is an advanced bulk commodity play with a very strong management pedigree. The
company’s primary attraction is that it offers a rather unique proposition for investors - incorporating a
diverse mix of advanced bulk commodity projects within Western Australia. The major driver of interest at
present is its advanced Dampier mineral sands project in the Pilbara region, within which the Thunderbird
deposit has been proven to host a world-class mineral sands deposit in terms of both size and grade.
Bulk commodities typically present a challenge for junior companies, however Sheffield’s board and
management team have demonstrated that they possess the requisite skills and experience to advance and
extract full value from these types of assets. The company boasts the management team previously
involved with the former ASX-listed Warwick Resources - and it has strengthened its project development
credentials with the appointment of the experienced Bruce McFadzean as its Managing Director.
There is also solid interest and strong levels of appraisal activity with respect to the company’s other
exploration assets - comprising its Red Bull exploration project near the high-profile Nova-Bollinger
discoveries in the southern Fraser Range - along with its Big Bullocks project in the Northern Fraser Range.
These projects are important in terms of providing a high level of exploration sizzle, whilst the company
simultaneously appraises and advances its Thunderbird mineral sands project towards production status.
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Overview
Thunderbird is one of the largest and highest-quality undeveloped zircon-rich mineral sands projects in the
world and it is one of the few Western Australian mining projects that enjoy ‘Lead Agency’ status with the
Department of Mines and Petroleum. The company’s share price has firmed from a low around $0.28
during February to a recent high of $0.50, as confidence has returned to the junior resources sector.
The BFS remains on schedule for completion by the end of 2016, with marketing and financing options also
being pursued in parallel with the BFS and approval processes.

Figure 1: Location of Thunderbird Mineral Sands Project

Thunderbird Project
The Thunderbird deposit is located on the Dampier Peninsula about 60km west of Derby. The May 2015
Pre-feasibility Study (PFS) confirmed Thunderbird as a long-life, zircon-rich project that has the potential to
deliver strong margins over an initial 40-year mine life. The company is now currently undertaking a full
Bankable Feasibility Study (BFS) and is providing regular updates with respect to progress on the BFS.
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Sheffield has recently provided an update on the status of the BFS, indicating that it remains on schedule
for completion by the end of 2016, with the ilmenite mineral separation process flow-sheet finalised and with
minimal changes to the pre-feasibility study (PFS) flow-sheet.
Engineering design has commenced, as has pilot-scale test-work on the low temperature roast (LTR)
ilmenite at Hazen Laboratories in Colorado, USA. Native Title negotiations and environmental approvals are
also progressing to schedule.
Technical Significance
The BFS test-work is on schedule and progressing extremely well. The company continues to see
significant improvements in metallurgical performance, including higher grades in the minus 2mm sand
fraction, increased heavy mineral concentrate (HMC) grades and increased stage recoveries for both zircon
and ilmenite.
Further optimisation of the LTR conditions has resulted in outstanding improvements in the LTR ilmenite
product specifications, including an increase in grade to 57.9% TiO2 and an increase in the FeO:Fe2O3 ratio
to greater than 1.0.
The increase in FeO substantially improves the marketability of this product due to increased reactivity,
which if confirmed by the pilot-scale test-work currently underway, will position the Thunderbird LTR
ilmenite as one of the highest grade sulphate feed-stocks available globally.
Other Activity
Resource Update
An update of the Thunderbird Mineral Resource is on schedule to be completed in early July. This update
will include results from an additional 110 infill holes drilled during late 2015 and will form the basis for
updated mine design and scheduling studies for the BFS.
Marketing
Neil Patten-Williams was recently appointed to the role of Marketing Manager, further strengthening the
company’s management team as Thunderbird moves towards production. Final products for market
appraisal and off-take discussions will be available during H2 2016.
Permitting
Native Title and environmental approvals processes continue to progress to schedule. Negotiations are well
advanced with Traditional Owners and finalisation of an agreement is expected during H2 2016. The
environmental approval process for Thunderbird is on track, with the West Australian Environmental
Protection Agency having endorsed the Thunderbird Environmental Scoping Document. This paves the way
for the project Public Environmental Review process which is due to conclude during the first half of 2017.
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Highly-credentialed Government and Communities Consultant, Kim Pervan, has recently been engaged to
prioritise community, government and stakeholder engagement.
Bruce McFadzean Appointment
In late 2015 Sheffield appointed experienced mining executive, Bruce McFadzean, as its Managing
Director. Bruce is extremely well-credentialed and a superb appointment, as he’ll assist with the
Thunderbird deposit’s transition to enhanced production opportunity.
Bruce is a qualified mining engineer with more than 35 years’ experience in the global resources industry,
including 15 years with BHP Billiton and Rio Tinto in various positions. More recently he had four years as
MD of highly-successful Western Australian gold miner, Catalpa Resources.
It was during his tenure with Catalpa that I became acquainted with Bruce, where he took the stock from a
market capitalisation of just $10 million to $1.2 billion - following the successful acquisition by Jake Klein’s
Evolution Mining (ASX: EVN).
Of particular relevance in my view is the fact that during his tenure as Managing Director of Catalpa, Bruce
oversaw the construction and operation of the Edna May gold mine. Prior to that at Rio Tinto he played a
critical role in the construction and operation of the Kelian gold mine in Indonesia. He also oversaw the
financing and construction of Mawson West’s Kapulo copper project in the Democratic Republic of Congo.
The bottom-line therefore is that he has tremendous experience in commercializing and developing
resource projects, whilst simultaneously developing strong funding connections – as evidenced by the fact
that he has raised in excess of $350 million in debt and equity from Australian and overseas markets, as
well as being involved in negotiating off-take agreements at Kapulo (hugely relevant to Sheffield).
What’s also significant is Bruce McFadzean’s remuneration package, which will see a relatively modest
base salary combined with significant incentives based around three key milestones involving the
completion of an appropriate Thunderbird Definitive Feasibility Study (DFS), along with the securing of a
board-approved funding package and the eventual transition to production status.
This move comes at just the right time in Sheffield’s evolution from successful exploration play to a
company that wants to establish market credibility as it demonstrates the commerciality of its flagship
Thunderbird mineral sands project. The resource sector is unfortunately littered with instances of junior
companies that failed to make the transition to production status, simply because they lacked the
appropriate production skill-base necessary to advance their resource projects to the next stage.
Project Overview
The Thunderbird deposit is located on the Dampier Peninsula about 60km west of Derby. The May 2015
Pre-feasibility Study (PFS) confirmed Thunderbird as a long-life, zircon-rich project that has the potential to
deliver strong margins over an initial 40-year mine life.
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The PFS outlined average annual production comprising 114,000 tonnes zircon, 439,000 tonnes ilmenite
and 30,000 tonnes of HiTi84 leucoxene - representing approximately 8% of global zircon and 4% of global
TiO2 feedstock markets.
Industry experts TZMI completed an assessment of the marketability of final products and concluded:
o

Primary zircon product (66.4% ZrO2) is suitable for the ceramics market

o

Primary ilmenite product (49.1% TiO2) is suitable feedstock for sulphate-route TiO2 pigment
processing

o

HiTi84 product (87.7% TiO2) has specifications suited to the welding electrode market

The Thunderbird primary ilmenite has many favourable characteristics - including low levels of key
contaminants such as chromium and alkalis. During the PFS it was identified that an upgraded LTR ilmenite
would deliver significant upside potential through increased product pricing and greater market diversity.
The Thunderbird mineralisation will be processed through a conventional heavy mineral sands processing
circuit to deliver a suite of zircon, ilmenite, and HiTi88 products. The process includes an ilmenite upgrade
step using a low temperature roast (LTR) to upgrade the primary ilmenite by 22% to produce a high-grade
sulphate ilmenite (56.1%).
Financial modeling shows that Thunderbird will deliver average annual EBITDA of $135 million over LOM.
The project is expected to produce an average annual operating cash flow of $149 million. Revenue is
based on an AUD:USD exchange rate of 0.74.
The total pre-production capital required to build the Thunderbird Project has been estimated at $296M.
The estimate covers the design and construction of the Project’s mining and processing, supporting site
infrastructure and off-site infrastructure such as an access road and port facilities at Derby. The capital cost
of expansion from 12Mtpa to 18Mtpa throughput in year eight is $63.9M and will be met from operating
cash flow.
Summary
We initiated coverage of Sheffield Resources at a price around $0.50 during September 2015.
Thunderbird represents one of the world’s best emerging mineral sands deposits, with a projected
mine life of over 40 years and is one of the few Western Australian mining projects that enjoys ‘Lead
Agency’ status with the Department of Mines and Petroleum - underlining the significance of the
project to the local community and the state of Western Australia. The project is forecast to
generate strong EBITDA margins over a lengthy project life. Accordingly, Sheffield Resources will
remain firmly held within our Portfolio.

14

Disclaimer: Gavin Wendt, who is a director of Mine Life Pty Ltd ACN 140 028 799, compiled this document. It does not constitute investment
advice. In preparing this report, no account was taken of the investment objectives, financial situation and particular needs of any particular
person. Before making an investment decision on the basis of this report, investors and prospective investors need to consider, with or without
the assistance of a securities adviser, whether the information is appropriate in light of the particular investment needs, objectives and
financial circumstances of the investor or the prospective investor. Although the information contained in this publication has been obtained
from sources considered and believed to be both reliable and accurate, no responsibility is accepted for any opinion expressed or for any error
or omission in that information.
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