
 

(Currency is  CAD$ unless noted otherwise)

Closing Price $0.41

Consensus NAVPS $0.89

52 Week Low / High $0.07   /   $1.18

Consensus P/NAV

CAPITALIZATION Basic Diluted 

Shares Outstanding (M) 497.8     533.7     

Market Capitalization ($MM) $204.1

Enterprise Value ($MM) $199.6

Estimated Cash ($MM) $5.2

Last reported debt ($MM) $0.8

STOCK CHART

RELATIVE PERFORMANCE

POTENTIAL VALUATION

RELATIVE VALUATION US$EV/oz AuEq P/NAV
Peer Group Average* $19 0.33x

Royal Nickel Corporation $8 0.46x

*Capital IQ Consensus

MAJOR SHAREHOLDERS

1,2,3,4

(Please refer to the disclosures listed on the back page)

Source: RCKS, Company Information, Capital IQ

Company Description

DISCLOSURE CODE:

0.46x

RNC Minerals is a multi-asset mineral resource 

company with a portfolio of nickel, cobalt, and gold 

production and exploration properties. RNC has a 28% 

interest in a nickel joint venture with Waterton that owns 

the Dumont Nickel-Cobalt Project located in the Abitibi 

region of Quebec which contains the second largest 

nickel reserve and eighth largest cobalt reserve. RNC 

has a 100% interest in the producing Beta Hunt mine 

where the company has discovered a high-grade coarse 

gold structure from a new development area.

Management (12.01%), Marquest Asset Management 

Inc. (0.54%)
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RNC Minerals. (TSX:RNX) 

Resource Update Q2/19, Exploration Ongoing 
 

 

Exploration Update 
 

  

 Priced as of prior trading day's market close, EDT (unless otherwise noted). 
All values in USD unless otherwise noted. 

For Disclaimer and Applicable Disclosures, see the end of this report 

 

Impact: Mildly Positive 
RNC has released another set of results from its resource drilling 
program which continues to demonstrate strong grades and could be 
accretive in the coming resource update. This news provides positive 
resource momentum for the company as it readies to resume 
production in H2/19. We note that the next phase of drilling could 
provide exciting catalysts for the stock; however, the market 
remains fixated on the acquisition funding gap in the short-term. 

Highlights: 

• Further high-grades at Western Flanks and A Zone. Step out 
holes from Western Flanks extended the mineralization by 150m to 
the north. In the A Zone, drilling continues to define zones with 
higher-grades and widths than the current resource. Results from 
both areas are expected help expand the resource (447koz at ~3 g/t 
Au resource) by roughly 30-40% and could improve costs as grades 
continue to come in above historic mining grades of ~2.5-3 g/t.  

• Resource update to be followed by exploration drilling. Today’s 
results are the second last batch of resource drilling to be completed 
at Beta Hunt before the company issues an updated resource 
(Q2/19). A next phase of drilling will focus on exploration as the 
company tests targets along the 4 shear zones with +4km of strike. 

• Higginsville acquisition progressing. RNC announced an LOI to 
acquire of the Higginsville mill and associated Mine on March 26 
and is currently completing due diligence and looking at funding 
options. RNC has completed an initial option payment of A$4M in 
shares with a further A$21M in shares and A$25M in cash expected 
in Q2/19. The acquisition would generate synergies with Beta Hunt 
as the company estimates a ~35% per tonne decrease in costs, plus 
a second mining operation (1.7Moz Au).  We currently do not include 
Higginsville in our fair value estimate for RNC but plan to re-evaluate 
as the likelihood of completion increases. 

Valuation: 
Ongoing drilling success continues to support our base case 
(C$0.93/sh, was C$0.97/sh) and provides early indications that our 
upside case (C$1.20/sh, was C$1.32/sh) could be achievable. We 
expect ongoing drill results and progress on the Higginsville mill 
acquisition to be important catalysts for the company going forward and 
should drive the share price towards our fair value estimate. We note 
that the recent financing and share issue for the mill acquisition has 
modestly decreased our fair value estimate. Upcoming Catalysts 
include 1) Ongoing drill results 2) Resource update (Q2/19) 3) 
Completion (including funding of Higginsville acquisition (Q2/19) 4) 
Restart mining (H2/19) 
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Figure 1: Beta Hunt Layout 

 

Source: Company Reports 
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Figure 2: Western Flanks Shear Zone 

 

Source: Company Reports 
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Figure 3: Western Flanks Cross Section 

 

Source: Company Reports 
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Figure 4: A Zone Long Section  

 

Source: Company Reports 

Figure 5: Blended Valuation Estimate 

 

 

Source: RCKS Estimates, S&P Global Market Intelligence 

Scenario Description
Potential 

Value ($M)

Additional Capital 

from Today to 

Achieve ($M)

Shares to be issued 

to achieve this case

Est. Share Count 

When Achieved

Per Share 

(C$)

Time to 

Achieve 

(Years)

Time Adjusted 

Per Share Value 

(C$)

Probability 

Base Case

Status Quo - Deposit remains at current 

size and grade (500k oz @ <3 g/t Au) - at 

US$75/oz

$49.9 $0.0 0.0 497.8 $0.10 0.0 $0.10 2.5%

Medium Case
Increased Scale at Better Grades - 2Moz 

@ 4-5 g/t Au - at US$160/oz
$425.6 $5.0 0.0 497.8 $0.85 1.0 $0.81 57.5%

Upside Case

Increased Scale at Better Grade plus 

Ability to Define Some Specimen Grade 

Areas - 2.5Moz @ 5-7 g/t Au - at 

$598.5 $5.0 0.0 497.8 $1.20 1.0 $1.15 40.0%

Blended Valuation Estimate
Notes:

Discount rate of 5%
To achieve downside case, shares issued at the current share price
Medium case shares issued in 3 tranches at an average price of $0.41

Upside case shares issued in 3 tranches at an average price of $0.83
Capital to be raised in subsequent cases, reduced by prior case
Assumed that any in the money warrants/options would reduce the required capital to be raised and would have a roughly neutral impact 

$0.93
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Figure 6: Comparable Companies 

 

Source: RCKS Estimates, S&P Global Market Intelligence 

Derek Macpherson | VP Mining Analysis, dmacpherson@redcloudks.com 
Edmond Thorose | VP Corporate Development, ethorose@redcloudks.com 
Alex Pitcher | Associate, Mining Analysis, apitcher@redcloudks.com 
Beatrice Cigagna | Associate, Mining Analysis, bcigagna@redcloudks.com 
 
Red Cloud Klondike Strike Inc. 
105 King Street East, 2nd Floor  
Toronto ON, M5C 1G6 
RCKSTalk@RedCloudKS.com 
www.redcloudks.com/rcks-talk 
 

Disclaimer 

Red Cloud Klondike Strike Inc. is registered as an Exempt Market Dealer in British Columbia, Alberta, Saskatchewan, Manitoba, Ontario, 
Quebec, New Brunswick, Nova Scotia, Prince Edward Island, Newfoundland & Labrador, and the Yukon. Part of Red Cloud Klondike 
Strike Inc.'s business is to connect mining companies with suitable investors that qualify under available regulatory exemptions (the "Red 
Cloud KS Business"). Red Cloud Klondike Strike Inc., its affiliates and associates, and their respective officers, directors, representatives, 
researchers and members of their families (collectively, "Red Cloud KS") may hold positions in the companies mentioned in this publication 
and may buy or sell, or buy and sell their securities or securities of the same class on the market or otherwise. Additionally, Red Cloud 
KS may have provided in the past, and may provide in the future, certain advisory or corporate finance services and receive financial and 
other incentives from issuers as consideration for the provision of such services. 
Red Cloud KS has prepared this publication for general information purposes only, NOT as part of the Red Cloud KS Business. This 
publication should not be considered a solicitation to purchase or sell securities or a recommendation to buy or sell securities. The 
information provided by Red Cloud KS for the purposes of this publication has been derived from sources believed to be accurate, but 
cannot be guaranteed. Opinions or analysis contained in this publication may be subject to change and Red Cloud KS does not undertake 
to advise the reader of such changes. This publication does NOT take into account the particular investment objectives, financial 
situations, or needs of individual recipients and other issues (e.g. prohibitions to investments due to law, jurisdiction issues, etc.) which 
may exist for certain persons. Recipients should rely on their own investigations and take their own professional advice before investment. 
Red Cloud KS will not treat recipients of this publication as customers or clients by virtue of having viewed this report. 
 
Company Specific Disclosure Details   

Company Name Ticker Symbol Disclosures 

RNC Minerals   TSX:RNX 1,2,3,4 

 
1. A member of Red Cloud KS team has visited/viewed material operations of the issuer. 
2. In the last 12 months, Red Cloud KS has been retained under a service or advisory agreement by the subject issuer. 
3. In the last 12 months, Red Cloud KS has received compensation for investment banking services. 
4. Red Cloud KS or a member of the Red Cloud KS team or household, has a long position in the shares and/or the options of the 

subject issuer. 
5. Red Cloud KS or a member of the Red Cloud KS team or household, has a short position in the shares and/or the options of the 

subject issuer. 
6. Red Cloud KS or a member of the Red Cloud KS team own more than 1% of any class of common equity of the subject issuer. 
7. A member of Red Cloud KS team or a member’s household serves as a Director or Officer or Advisory Board Member of the 

subject issuer. 

 
 

Price YTD Shares Mkt. Cap Cash Debt EV

(C$/sh) Perf. (M) C$M C$M C$M C$M

Royal Nickel Corporation TSX:RNX $0.41 -15% 498 $204 $5 $1 $200 $8 0.46x

Eastmain Resources Inc. TSX:ER $0.11 -36% 223 $23 $3 $0 $20 $9 0.12x

Argonaut Gold Inc. TSX:AR $1.56 0% 179 $279 $38 $19 $260 $13 0.47x

Premier Gold Mines Limited TSX:PG $1.55 -4% 210 $326 $60 $0 $266 $17 0.44x

Anaconda Mining Inc. TSX:ANX $0.34 51% 122 $42 $11 $6 $37 $15 0.28x

Golden Queen Mining Co. Ltd. TSX:GQM $0.03 -76% 300 $8 $8 $57 $57 $39 NA

Median $15 0.36x

Average $19 0.33x

*Without the Dumont Ni-Co Project, we estimate RNC has an EV/oz of US$63/oz AuEq

Company Ticker 
Consensus 

P/NAV

US$EV/oz 

AuEq
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