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Mining Stocks - 

Deep Value  
OR  
Just Cheap 



OR 



Miners – price has come down 

Small Resources 

ASX100 Resources 

All Ordinaries 

April 2011 

Source: IRESS Data 

Since April 2011 (to bottom) Recent performance 

BHP / RIO lost ~30% BHP / RIO up 10-20% (since mid-2013) 

Junior Miners lost ~70% Junior Miners FLAT 

Pre-production micro caps lost ~90% Pre-production micro caps Highly Selective Performance 



Early in a new cycle 

1997, 2008, 
2012/13 

2004-07, 
2010-11 

2014 



Liquidity – ASX IPO’s 
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• ASX Mining IPO market has been closed for most of 2013 / 2014 

• IPO’s test liquidity: fresh companies, price can’t be discounted 

Source: ASX, IRESS, Company Reports 
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Mining fund raising 

• Project finance raisings – slow.  Tests looming 

• Exploration – selective performance / liquidity bubbles 

• Majors / mid tier – well funded now 

• Have not seen high volume of discounted issues of GFC 
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2007/08: 
• Gold de-hedging (NCM, LGL) 
• FMG development finance 

2009/10: 
• Distressed rights issues 

Source: IRESS Data 



Some Juniors are running – signs of life ? 

CZI Project acquisition – nickel  5.4x 

ENT Exploration news – nickel  3.9x 

THX Exploration new – copper  2.8x 

MTA Project identification – graphite  4.2x 

XAM Exploration new – copper  4.0x 

Source: IRESS Data 

(examples only !) 



Mining M&A 

• Major miners – Reverse M&A mode 

• Acquirers are mid-tier miners or Chinese (or existing shareholders – spin offs) 

Potential future divestments: 
• Nickel West 
• Anglogold Global Ops 
• Remainder of African Barrick ? 
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Selected major miners only (BHP, Rio Tinto, Barrick, Newmont, Anglogold, Newcrest).  Horizontal axis not to scale.  Source: Company reports, newswires 

Transactions dominated 
by disposals 
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Uniformitarianism – It’s NEVER different this time 

Source: IRESS Data 

BHP 

ASX100 
Res 

ASX 
Small 
Res 

1974 1983 1988 1999 2008 2013 

1974 - 83 
• Korean industrialisation 
• 1980 gold bubble 

1983 - 88 
• 80’s equity speculation 
• Copper spike 

1988 - 99 
• Early Chinese industrialisation 
• East Asian Currency Crisis and 

Bre-X fraud 

1999 - 2008 
• Chinese industrialisation 
• Biggest mining boom ever ? 
• Global Financial Crisis 

2008 - 2013 
• Equities re-started 

by economic 
stimulus 

• European Debt 
Crisis – death of 
1,000 cuts 



Where is the risk money ? 

Source: IRESS Data 

Tech boom / tech 
wreck 
Lull for gold equities 

Broad Bull Market Post GFC 
Recovery 
(with 
economic 
stimulus) 

Another tech boom  
Gold equities 
underperform 



Targeting junior miners 

• Value uplift as 
project is de-
risked 

• Key risk at 
present is 
funding 



www.lionselection.com.au 
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Lion Selection Group provides a listed, expertly managed exposure to the high-risk/high-reward junior 
mining sector, where a long-term view and portfolio approach are vital: 

• Specialist focus – ASX listed investment company focused on junior mining and exploration 
companies. 

• Board and management with extensive mining industry, company administration, finance and 
mining investment experience. 

• Lion captures the structural and portfolio benefits of being a listed investment company combined 
with the proven and successful investment process and track record of Lion Manager Pty Limited. 

• Directors and Lion Manager are aligned with shareholders through ownership. 

• The investment philosophy of Lion supports investments through the project assessment and 
development phase, generally exiting after project completion and a meaningful value re-rating. 

• With a track record spanning more than 15 years and comprehensive experience in mining and 
finance, Lion Selection Group has become a focal point for mining investment opportunities – 
across all global exchanges and many unlisted companies. 

Thank you for your interest in Lion Selection Group.  For more information, please visit our website: 
http://www.lionselection.com.au/ 
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