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Dear Speculators,

I’m home enjoying time with my little ones, following an 
uplifting chance to see the much-improved lives of many people 
in the Democratic Republic of the Congo. I saw smiling children 
the last time I was there – they’re so resilient! – but these ones 
looked healthier, happier, and materially better off.

I’m sure the improvements I saw across the country (see my Notes 
from the Field in this issue) are mostly due to the country’s relative 
stability since the recent war, the bloodiest in modern African 
history, which ended in 2003. However, for the villagers in the 
area I visited, the mine was an obvious fountain of prosperity. 
This was most evident in the neat, clean new houses built by 
the company. These were almost artistically draped over the 
mountainside, replacing thatched huts for villagers displaced by 
the open pit. But far more important were the new schools and 
the scholarships for promising high-school students, some of 
whom are already going on to become geologists and engineers.

One night, a torrential rainstorm swept over the encampment 
hacked out of the African jungle by my hosts. While attempting 
to sleep through it and the endless birdcalls and insect noises that 
seemed to echo loudly in my tent, I thought about what these 
mining company men and women are doing, and the impact it 
has on the locals. Mineral extraction, when done properly, is a 
win-win for all involved: management, investors, employees, local 
communities, host countries, and even mankind as a whole, 
which needs metals.

I think it’s nothing less than heroic. Yes, they are pursuing 
profit, which is to say, seeking value in their lives. Every 
living being does, from a plant soaking up water and 
sunlight to a lion hunting on the savannah. And in so doing, 
miners can create a space where some of the world’s most 
destitute people can find the dignity of meaningful work 
that adds value for our entire species.
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I truly hope all the geologists, engineers, miners, and others involved in finding and extracting the resources 
our civilization needs – and their investors – profit enormously. They deserve to. And so do you, as a 
participant in the marketplace that brings such benefits to the farthest corners of the world.

Back home, I recall the village children and their parents’ struggles to get ahead, building hopeful 
enterprises, saving for a rainy day. I look at my children and think about my overriding desire to ensure 
their wellbeing, regardless of the global economy’s fate. 

Your analyst with some Congolese children, near Bukavu, DRC. I made the 
mistake of giving them a Coca-Cola I didn’t want, and it was almost like in the 

movie, The Gods Must be Crazy: the instant frenzy nearly turned into a fight. 
Fortunately, the children spoke French, and I was able to calm them and insist 

the coke be shared. I suspect, however, that the little boy who ended up in charge 
of the sharing process ended up with most of the drink. I can only hope that 
when he’s fought his way to the top of some future heap that he’ll remember 

that day and realize that fighting is not the only way to resolve a conflict.

It Takes a Village of Speculators

I also think about my readers. Some have children, some don’t, some live in the united state that was once 
America, some far abroad… We’re all different, but we’re all speculators, striving to beat the market to 
achieve our goals, whatever those are.

On a fundamental level, we’re no different from our African brothers striving to get ahead in the world. 
They, too, don’t know what the future holds. Should they start a new farm? Or dig a pit where a wise old 
uncle once said there was gold? Or relocate to where there are more jobs? How much dare they risk to 
improve their lot in life without jeopardizing whatever sustains them now? In short, how do they deploy 
their assets for maximum return?

http://www.imdb.com/title/tt0080801/
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At the risk of sounding cliché, it seems to me that the lesson here is best captured in the old adage to plan 
for the worst and hope for the best.

When your people have been bombed, shot at, and even hacked up with machetes, you learn to be 
extremely tough. And cautious. These people know they must plan for the worst – or suffer the worst. 
There’s no place in their world for “happily ever after.” They can’t just laze around with mouth open, waiting 
for a ripe mango to fall in. If they stayed, curled up in their thatched huts, paralyzed by fear of risk, not only 
would their lives fail to improve, they’d run a serious chance of being overrun by the forces of change and 
left behind, if not actually slaughtered.

These people must take risk. And so they do. Every day, they build cycle repair shops under thatched roofs 
and set up cosmetic shops beneath palm trees. Baskets of nuts or fruit are carried into town to sell to 
passersby. Lives are risked in unsupported mine tunnels wormed deep into the earth, looking for gold. The 
fragile web of daily commerce spins on and on and on…

In my mind, the lesson the heart of Africa shouts is nothing less than this: Speculate or die.

Melodramatic? Perhaps. But if Doug is right about the Greater Depression being even worse than he 
thinks it will be, this is a lesson we’d best heed and learn well.

Plan for the Worst

What would that mean – plan for the worst? For most readers, living in relative comfort in countries 
with advanced economies, it means taking steps to ensure financial survival for one’s self and family, even 
if the global economy crashes off the precipice only glimpsed in 2008. That means accumulating assets, 
internationalizing them, and hardening them against currency crises. The best way to do that, of course, is 
to accumulate the only financial asset that is not simultaneously someone else’s liability: gold.

This does not mean, by the way, that we should speculate on gold, though gold does offer great 
speculative upside in terms of paper money. It means buying and holding gold as a store of value that is 
universally recognized and would be accepted as a means of exchange under almost any imaginable future 
circumstances. Our primary vehicle for speculating – to accumulate wealth as quickly as possible – is the 
junior resource sector that we focus on in this letter.

It may sound extreme, but planning for the worst also means setting up a second residence outside one’s 
home country, in a location where one enjoys spending time. This year, rather than the traditional vacation 
of sightseeing or roasting by the pool, consider your visit as a place-interview. Eventually, you will find a 
place you really like. If the worst does transpire, you’ll be spending a lot of time there, so it’d better be a 
place you’d spend an extended stay. For Doug and me, that’s northern Argentina, among other places, but 
each of us must pick a place that suits our circumstances. It doesn’t matter where you pick as much as it 
matters that you do pick someplace, and diversify the political risk in your life.

If family obligations or other factors make that impossible for you, then prepare to hunker down in the 
country where you live, but make sure you have access to someplace or someone with a connection to the 
kind of rural, agrarian economy that can continue functioning no matter what.

http://www.laest.com/
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Hope for the Best

But suppose that if instead of exiting the eye of the storm as Doug is predicting, the economic storm 
dissipates and good times resume for all?

Well, how would accumulating wealth as quickly as possible be a bad thing under that scenario? Or 
having a second home in your own personal Shangri-la? Or having the insurance of gold in your physical 
possession?

Personally, even if I end up selling my gold at a loss (which defies belief, given the ongoing destruction of 
the currency units it’s priced in), I’d view the cost the same way I view insurance premiums. I’d be glad for 
not losing sleep.

That’s the beauty of our overall strategy; we end up better off regardless which direction the winds of 
history blow the economy next. Our preparations for the worst do not bankrupt us if things turn out for 
the best. Rather, our approach prepares us to profit even if things get really ugly, but also to rake in serious 
profits in a surging, healthy economy that will demand more raw materials than ever.

It’s a different sort of win-win scenario. Or, perhaps more accurately, it’s a “win-win more” scenario. So let’s 
hope for the best indeed.

Contra Casey

As noted in last month’s issue of this letter, if we’re wrong about the economic outlook this year, one thing 
we would do differently would be to buy more quality base-metal stocks. If you are personally convinced 
that we are wrong – or maybe just that the politicians will never let the wheels come off the US economy 
this election year – then you may want to do just that.

Another thing we might do is deploy our cash more aggressively into all our stock picks. We wouldn’t go 
“all in,” but we’d have less concern for hitting “buy under” targets.

If we’re right about the economy this year, however, even the best base-metal plays will be on sale for a 
fraction of current prices before this year is over. Precious-metal picks would take a hit as well, though 
perhaps briefly for the best of them, so we’d be very glad to have cash in reserve if those great bargains do 
appear.

If we stick with our strategy, we stand to benefit whichever way the wind blows. We’re willing to ignore the 
phantom profits we don’t make if base metals do nothing but go up this year, and be glad for the profits we 
do make on our precious-metal bets (either way). We’d rather follow a “win or win more” strategy than a 
“win or lose” strategy.

It’s that simple.

Also in This Issue

In addition to Notes from the Field on my trip to the Congo, we’ve got a more by-the-numbers overview 
of the country by Andrey Dashkov, and a new Congo gold play for your consideration. We also have our 
usual departments to enlighten you, entertain you, and help you plan for the worst and hope for the best.
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As for specific stock decisions, the three things to remember, as always, as you review or company 
updates, are: discipline, discipline, and discipline.

Sincerely,

 
Louis James 
Chief Metals & Mining Investment Strategist 
Casey Research

P.S. As our art department was working on this letter yesterday, gold suffered an unusually strong 
fluctuation, dropping almost $100 per ounce in a day -- about 5.6%. Apparently many investors 
in the gold market were expecting Bernanke to announce more money printing, and sold when 
he didn’t. This is foolish for a number of reasons, not least of which being that the Fed and its 
European counterparts have found ways to inflate the money supply without being so obvious. 
Nothing has changed. Gold remains at levels at which good companies in production have very 
fat margins, and they will still need to buy up economic discoveries made by juniors to replace 
depleting reserves. Most important of all, the fundamental forces driving this metals bull cycle 
remain in full force. I’m on my way to my local coin shop as soon as I’m done with work.
 
Back to Table of Contents 

The Congo: Between Pay Dirt and a Hard Place  
by Andrey Dashkov 
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The Democratic Republic of the Congo (DRC, or for this article “Congo”) – do not confuse it with 
its western neighbor, the Republic of the Congo (ROC) – has numerous ins and outs that are hard to 
understand. War-torn and with a history of shifting social and economic malaise, the DRC is one of 
Africa’s poorest nations, in desperate need of jobs, investment, and economic growth. The continent’s 
second-largest country by area, it is estimated by African Business magazine to possess a mineral 
endowment worth in excess of US$20 trillion. The Congo is a puzzle with great prizes, for those who can 
figure it out.

Economy

Since gaining its independence in 1960, the Congo has progressed through many transformations, most 
of them detrimental to the country. Among the continent’s mining and agriculture powerhouses fifty years 
ago, it has lost much of its economic vitality through corruption, coups, tribal violence, and ethnic wars, 
much of it related to control over the country’s mineral resources.

Numbers from the IMF paint a gloomy picture: the country’s GDP has been going sideways for much 
of the past thirty years, spending a significant amount of time below the waterline. But even more dismal 
than GDP growth is the per-capita distribution of GDP that accounts for population growth, and by this 
measure the chart shows a dire economic snapshot of the DRC.
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In 2011, GDP per capita was US$347.65, placing the Congo as the poorest country among its peers.  It’s 
hard to imagine that productivity could sink much lower than this.

But the low productivity is an outcome you would expect following decades of fighting, a lack of 
infrastructure, and weak government institutions that fail to provide a robust system of legislation that 
would encourage investment and innovation in the Congo. 

All of these handicaps, however, have not prevented the DRC from extracting natural resources, albeit 
mostly in the informal sector, at a low level (and harming the environment along the way). Even today, 
most mineral extraction activity in the DRC happens in the unregulated, unofficial artisanal mining 
segment, which is often associated with militant groups, and hence international calls for “conflict free” 
minerals. The situation seems to be changing for the better, however, as improved security and relative social 
stability have created conditions for foreign capital to start flowing in.

In 2011, GDP per capita was US$347.65, placing the Congo as the poorest country among its peers.  It’s 
hard to imagine that productivity could sink much lower than this.

But the low productivity is an outcome you would expect following decades of fighting, a lack of 
infrastructure, and weak government institutions that fail to provide a robust system of legislation that 
would encourage investment and innovation in the Congo. 

All of these handicaps, however, have not prevented the DRC from extracting natural resources, albeit 
mostly in the informal sector, at a low level (and harming the environment along the way). Even today, 
most mineral extraction activity in the DRC happens in the unregulated, unofficial artisanal mining 
segment, which is often associated with militant groups, and hence international calls for “conflict free” 
minerals. The situation seems to be changing for the better, however, as improved security and relative social 
stability have created conditions for foreign capital to start flowing in.
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Mining

The Congo, even in its current battered shape, is still a significant player in the global mining arena. The 
country is the world’s largest producer of cobalt ore with 52,000 metric tons (tonnes) produced in 2011, per 
the USGS Mineral Survey, with Canada a distant second at 7,200 tonnes. It also hosts 45% of the global 
cobalt reserves, with Australia coming in second at 19%. 

Further, the DRC is estimated to hold 30% of the world’s diamond reserves and 70% of its coltan, a major 
source of the rare-earth element tantalum used in the manufacture of electronics like cell phones and 
computers. The country is also home to half of the continent’s forests.

There are presently very few foreign mining companies operating in the Congo. Physical security concerns 
stemming from the activities of various military groups in the region (some of which, as above, had a very 
specific interest in informal mining in the Congo) were a primary concern. That’s still true today, though 
things are vastly more secure than five years ago. The most noticeable foreign mining company operating in 
the Congo is Katanga Mining, a cobalt and copper producer owned by Glencore, the commodity trading 
company. In 2004, Katanga took over the Luilu Metallurgical Plant, that is now the world’s largest cobalt 
refinery. The world-class Tenke Fungurume copper-cobalt mine, now operated by Freeport MacMoRan, 
was the project Louis James went to visit in 2006 (our recommendation on Tenke yielded over 500% gains).

Unlike cobalt, gold is not (yet) a top mineral product of the Congo. The Mining Almanac database returns 
only five gold companies with projects in the DRC, and only one of them at production stage: Banro Corp. 
(BAA, T.BAA). Banro was actually featured in the International Speculator 13 years ago, when Doug Casey 
recommended the stock during the upheavals of 1998. More on Banro elsewhere in this issue.

For now, it’s worth noting that Banro suffers a “Congo discount.” The markdown is rooted in the country’s 
long history of conflicts and legislative instability, which unfortunately are ongoing threats, as you can see 
in the country’s international standing. Let’s have a look at some of the rankings.

Peer Pressure

The most recent and catastrophic war that took more than five million lives only ended in 2003. There 
hasn’t been much time since for the country to develop its economy. Still lacking free-market institutions 
and flooded with corruption, it scores quite poorly even relative to its third-world neighbors (red cells are 
worst scores, green are best).

Indicator
Number of 
countries 
covered

Angola Burundi
Central 
African 
Republic

DRC
Congo, 
Rep. 
of

Rwanda Tanzania Uganda Zambia

Policy Potential Aggregate Index 
from Fraser Institute Mining Survey 93 n/a n/a n/a 76 n/a n/a 63 n/a 50

World 
Bank’s 
Doing 
Business

Aggregate Score 183 172 169 182 178 181 45 127 123 84

Registering Property 
Subindex 183 129 109 132 121 156 61 158 127 96

Protecting Investors 
Subindex 183 65 46 133 155 155 29 97 133 79

Corruption Perceptions Index 183 168 172 154 168 154 49 100 143 91

Logistics Performance Index 155 142 n/a n/a 85 116 151 95 66 138

Sources: Fraser Institute, World Bank, Transparency International

http://www.miningalmanac.com/
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Note that only three of the nine countries in the above table were included in the Fraser Institute’s Mining 
Survey, a report we consider one of the best sources for inter-country comparison of mining attractiveness. 
The report comments: “We add countries to the list based on the interests expressed by survey respondents, 
and have noticed that these interests are becoming increasingly global.”

This tells us that although the DRC received a very poor rating, countries that were excluded are of even 
less interest to the mining community. This is mostly true for other rankings and indexes: inclusion means 
greater visibility to the investment community. This is good in the long run, although less advantaged 
new entrants often spend some time close to the bottom of the rankings. For countries just starting 
to implement mining-friendly reforms, it will take a while before they shine against the world’s best 
jurisdictions like Nevada or the Yukon.

Returning to our “Peer Pressure” matrix, the latest update of the Fraser Institute’s Mining Survey ranked 
the DRC 76 of the 93 jurisdictions surveyed. Puzzling is that Zambia scored higher than the DRC, even 
though it just announced it intends to reintroduce a mining windfall tax. We think that Zambia’s position 
will be reviewed in the next survey revision.

As a side note, the Fraser update features a new leader: New Brunswick. The province leapt from last year’s 
23rd to first place. Finland is second (fifth in 2011) and Alberta third (first in 2011). Our own views of 
mining jurisdictions are less fickle than these survey averages, but they are still worth noting.

The World Bank’s aggregate Doing Business ranking put the DRC to shame: the country scored 178 out 
of 183 countries. Among the peer group used for our comparison Rwanda looks best overall, and by a 
wide margin, with the exception of infrastructure. It’s interesting to note that the DRC scored high in our 
table in the infrastructure category. And that could be important, as infrastructure is a key component to 
attracting investment in mining.

In sum, not much of this was a surprise to us. It doesn’t take a ream of data sets and sophisticated 
methodologies to understand that this region is a global underdog at best, an underperformer ripped by 
corruption, underinvestment, and the ghosts of recent strife.

Conclusion

There is a high level of risk in jurisdictions like the DRC, but also high potential rewards for those who can 
manage the risks successfully – the quintessential contrarian play. Often, contrarian plays don’t pan out due 
to a host of reasons: regulatory stupidity, asset nationalization, even war. Mining companies, by their nature, 
can’t simply up and move their producing asset elsewhere when things get ugly. But when jurisdictions 
improve to the point of being able to ensure such basics as property and investor rights, security, and a 
relatively free flow of capital for foreign investors, mines get built.

Now that Banro has been able to build a major, modern mine in the DRC and not get plundered by 
criminals, foreign militants, or the government itself, we believe that companies seeking overlooked 
prospects will come to the DRC. Does that mean there’s no further risk in the DRC? Of course not, and 
we’d be fools to ignore the dangers. But this company has blazed a path to added shareholder value, and 
others will follow – some already have.

http://www.reuters.com/article/2012/02/09/zambia-mining-idUSL5E8D95LJ20120209
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We will review such opportunities as they arise. But although the DRC is improving, it’s still high-risk, and 
we’ll prefer to place bets only on those companies that have shown they can operate successfully in that 
environment. In other words, not too early-stage but while there’s still a lot of clear value to be added.
 
Back to Table of Contents 

Notes from the Field: DRC Revised and Revived 
Filed by Louis James

I’ve just returned from the Democratic Republic of the Congo, having visited Banro Corporation’s new 
Twangiza gold mine near the border with Rwanda. I also visited Loncor Resources, which also has projects 
in eastern DRC, to the north of Banro. More on both shortly.

The Congo

I had two main purposes for my visit to the DRC: to verify the Banro story and to update my evaluation 
of country risk. As for the latter, the DRC remains one of the poorest countries in the world, with huge 
problems with corruption and general government stupidity keeping the place poor. That said, the place did 
just go through a second set of peaceful elections, and – contrary to some expectations – the losers have not 
resorted to violence in the streets.

With President Kabila having won a second term, the DRC may or may not make any great strides toward 
becoming a better place to live or do business, but it should remain stable. The Congolese I spoke with 
all voiced similar views. (I found more who spoke English this time, not just French… perhaps a sign of 
leaving the Belgian colonial period further behind and moving into the 21st century.)

This is the critical ingredient for miners: if a mine’s margins can handle the cost of doing business wherever 
a deposit happens to be discovered, then what the project really needs in order to make money for investors 
is for things not to change – or at least not to change suddenly for the worse. There was a rational fear of 
that a couple years ago, when the DRC government called back all mineral licenses for review, but almost 
all of them were returned to licensees, validated, and several companies have been able to advance projects 
through to production and profits, largely unmolested.

Today, Freeport McMoRan and Lundin Mining have been operating the Tenke Fungurume copper-
cobalt mine without excessive government interference, and other companies have held on to their titles 
and operations, including AngloGold Ashanti, Randgold, Vale, BHP, and Rio Tinto. Banro looks to be 
poised to join that group. Actions speak louder than words, and the DRC has proved to be a better mining 
jurisdiction than we thought it would be, thus far.

One other note: the DRC has been specifically flagged in so-called conflict-free mining legislation. As 
Andrey notes in his DRC country review, artisan coltan mining has been associated with funding for 
various guerilla groups. This is not an issue for a mining company adhering to international standards. 
Simply put: Banro does not fund guerillas (unless you count paying taxes, which the governments behind 
such legislation do not).

http://en.wikipedia.org/wiki/Coltan
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The DRC is still an economic and social disaster, but I did see visibly better conditions than what I saw 
in 2006. That time, the war and ensuing chaos was still very fresh: jumpy, ragtag Congolese soldiers with 
worn AK-47s abounded, and I basically moved with tight security from fortified area to fortified area. The 
extreme destitution and desperation of the people was highly visible.

This time, security was more a matter of concern for petty larceny. I saw private security guards, alert but 
relaxed. There were UN troops along the border between the DRC, Rwanda, and Uganda, with tanks, 
artillery field pieces, and air support. But the Congolese military presence was much reduced, and the 
people themselves were out in a riotous, colorful swarm, very focused on building whatever businesses they 
could. A flood of cheap Chinese motorcycles is giving them mobility and even connecting villages where 
there are no roads (there are paths through the jungle a scooter can negotiate). As I flew over mountains 
famous for harboring both guerillas and gorillas, I was struck by the number of villages and family farms 
hacked out of the forest that have at least one hut with a new tin roof. Definite signs of progress. 

This family farm takes a traditional form: a living fence of trees, often taller than 
the huts it surrounds, with a handful of mud and thatched buildings inside. But 

here we see signs of new prosperity – a relatively large building with a new roof of 
galvanized sheet metal. I saw many, many farms just like this, sometimes in groups, 

sometimes all alone, hacked out of the jungle on some remote mountainside.

 
On the political front, I found the observations of a Congolese-Canadian I met on the trip quite 
interesting. He felt quite strongly that the war that ended in 2003, taking an estimated 5.4 million lives, 
was the result of Rwandans and Ugandans invading the DRC (then called Zaire) over natural resources. 
Rwandans have their own version of the story, and I didn’t want to get sidetracked into a debate, but I 
wanted to know if this conflict was likely to reignite anytime soon or if the UN troops might keep it 
in check. My friend didn’t think the UN was doing much good, but that a huge new US military base, 
dedicated to training Congolese soldiers, would likely deter new aggression.

http://en.wikipedia.org/w/index.php?title=Second_Congo_War&oldid=476656260
http://www.army.mil/article/34756/us-and-drc-in-partnership-to-train-model-congolese-battalion/
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The UN had a heavy presence in the Bukavu area, along the border  
between the DRC and Rwanda.

 
As it happens, I stopped briefly in Rwanda on my way to the DRC. I was struck by how clean and well 
maintained the city of Kigali was, and the friendly, businesslike attitude of the people I met. I also stopped 
in Kenya on the way home. All around, it seems to me that most of the people in the region are focused on 
work and entrepreneurship; more than anything else, they just want to feed their families and get ahead. 
That’s a very healthy attitude. If things remain stable for any length of time, people will struggle to rebuild 
and advance. I’m hopeful this will be the case, at least for a few years until the horrors of the war fade from 
memory – which is long enough for us as investors.

One more bit of anecdotal evidence before we move on. The morning I left Bukavu on the shores of 
Lake Kivu (where Banro has its local offices), a plane went down at the same airport I flew out from, 
killing a man reported to be one of the most powerful political figures in the DRC. There was quite a bit 
of talk about this, but instead of reacting like an anthill that’s been kicked over, things remained pretty 
calm. Overall, the DRC impressed me as being a much calmer place than in 2006, full of people seeking 
opportunities through enterprise, not conflict. As it should be.

Banro

The purpose of the trip from the company’s perspective was largely to secure the best terms possible for the 
$175 million offering currently underway. This is, by the way, a brokered debt package, not directly open to 
retail investors, consisting of units with $1,000 principal debt notes and 48 warrants good for five years at 
C$6.65. That’s an attractive offering if you happen to have an account at one of the firms that gets a slice of 
the pie. The press prelease doesn’t say which firms that will be, so the list must not be finalized yet. Consult 
your broker.

http://www.bbc.co.uk/news/world-africa-17004512
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Back on the ground, here’s the most important thing to know: the new mine the company has built at 
its flagship Twangiza oxide project is up and running, on its way towards its 120,000-ounce-per-year 
production target. The mine is producing from its high-grade starter pit, though that’s almost a misnomer, 
since the deposit is a ridge with almost no strip ratio. The ore is basically gold-rich dirt, so they don’t even 
have to blast or crush; they just scoop up the dirt and run it through the plant. This means the company 
should be able to achieve very low-cost production; and at current gold prices, that should report to the 
bottom line this quarter.

The new Twangiza mine. That’s mine housing, lower left; the plant to the right; 
and the mine itself, upper center. You can see how the deposit is at the top of 

the mountain, giving it an exceptionally low strip ratio, a key component in the 
project’s soon-to-become evident profitability. The ravaged hillside to the left 

of the mine, by the way, was stripped and gutted by the artisanal miners before 
Banro went into production (and many of them now work for Banro in a safer and 

environmentally more friendly way).

 
The plant is still going through optimization tweaks, but it is producing substantial amounts of gold 
already. I saw an approximately 25-kilo bar poured while I was on site, and there were several more just like 
it awaiting shipment. Based on what I saw, I believe Twangiza will be a highly profitable cash generator for 
years to come.



CASEY INTERNATIONAL SPECULATOR  MARCH 2012 14

 
A gold pour is a beautiful sight. Fire, heat, liquidity the color of the sun.  

I always feel as though I am present at the birth of something extraordinary.

 
If Twangiza is going to be a cash cow, you might ask why the company is raising a huge whack of cash… 
good question. Answer: so they don’t have to wait until they accumulate enough cash reserves to pay for 
their second oxide gold mine, Namoya. This way, they grow the company faster, either leading to more 
profit sooner or a takeover from a larger company looking for substantial, low-cost production. 

 
The Namoya project is not much to look at yet as construction hasn’t started, 
but this picture is very encouraging: the gold is in the hills, meaning the strip 
ratio will be low, and there are flat spaces with few people on them where the 

plant and leach pads can be built.
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Namoya may look remote and desolate, but it has seen production in the past – 
and, I’ve little doubt, will see new production in the not-too-distant future.

 
Now, as you know, I’m always cautious, if not deeply skeptical, about junior exploration companies building 
mines – it’s not easy and not at all the same business as exploration. But in this case, Banro’s engineers have 
just shown that they can build a plant on budget and in difficult terrain. Namoya should be relatively easy 
and, according to the preliminary study, should produce 124,000 ounces per year for seven years at a cash 
cost of about $300/ounce. The money being raised now is more than enough to cover the $118 million up-
front capital and keep the company exploring aggressively for more gold.

Speaking of which, I also saw Banro’s other main projects – Kamituga and Lugushwa – as well as overflying 
the company’s huge land position. I won’t go into all the details, but I will say that I do expect the company 
to replace reserves and report substantial new gold resources this year and going forward. They have all 
the elephant-hunting country they need, and now they’ll have the cash to explore and develop it with the 
attention it deserves.

Short version: I expect Banro to deliver to the bottom line shortly, and to have both good exploration and 
mine-building news over the quarters ahead.

For more details, please see the full 8 Ps on Banro, elsewhere in this issue.
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Loncor

I won’t say too much about Loncor, as I’m not ready to recommend buying shares on the open market, but 
I did like the story. The company is basically a younger sister to Banro, with much management overlap – a 
good thing on the People front. The properties are similarly large land packages farther north in eastern 
DRC, just as prospective but less mountainous, with a lot of artisanal workings.

The company has no 43-101-compliant resources yet and already has (in spite of a retreat in share price 
last year) a substantial market valuation, which is my primary reason for holding off. However, a first-pass 
resource estimate is on the way at the Ngayu project, where drilling in the Makapela area is hitting fairly 
consistent high-grade gold intersections along several veins that have a cumulative strike length of several 
kilometers. There’s easily room here to drill off a million ounces or more of high-grade gold if the truth 
machine keeps hitting the right stuff. However, that remains to be seen.

In short, I like it a lot, but it’s earlier stage than I want to bet on right now, so it goes on my watch list.

Your analyst at the edge of one of the artisanal mine pits at Makapela. This thing 
was dug entirely by hand – no mechanization of any kind. Miners stand on the 

shelves of the inverted ziggurat, each shoveling dirt overhead to the next fellow up. 
The amount of back-breaking labor involved is almost unbelievable. The bottom of 

the pit has hit the water table now, so the miners have largely moved on.

There’s a lot more I could say about all of the above – I always feel like I’m leaving out too much of the 
important technical considerations – but I’ll save that for our upcoming conference in Florida. For more 
local color, check out my recent conversation with Doug on the subject of Africa.

http://www.caseyresearch.com/cdd/doug-casey-africa
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Bottom Line

I’m much more comfortable with the DRC as a mining jurisdiction for at least the near term. I think the 
odds greatly favor Banro delivering substantial added shareholder value this year. I’ll be keeping an eye on 
Loncor’s drill results to see if I can gain enough confidence in the resource they will report before the rest 
of the market does.
 
Back to Table of Contents 

New Company Recommendation:  
BAA – New African Gold Producer
This month’s pick is almost a no-brainer on technical grounds; the planned production growth is very 
bullish for the share price. The political risk, however, is relatively high and was hard to quantify – at 
least before Louis James went to verify our impressions on the ground. The DRC must still be viewed as 
relatively high-risk, but the rewards are commensurate with that risk. Nevertheless, this is a spec to be 
taken only with money you can laugh off losing.

Note that this stock was recommended to Casey Investment Alert subscribers last fall, for those willing to 
take a chance before the recent election (which did not result in violence, as some observers feared it might) 
and on the DRC before Louis could update our knowledge of the place.

Banro Corporation 
HM: Au 

BAA,T.BAA, http://www.banro.com

Price Share: US$5.59 MCap: US$1.1 billion On: 2/28/12

Shares SO: 197 million FD: 210.5 million As of: 11/2011

Warrants UnEx: 1 million C$3.25 2/24/13

Options Open: 12.5 million Est. Avg. C$4.05 Exp: Avg. 3.01 years 

Cash US$30.5 million Burn: US$2.9M/mo +  
CapEx US$9.9M/mo

As of: 9/30/11

 

BUY FIRST TRANCHE (Under $5.00)—Banro is a past International Speculator pick (December 1998) 
that Doug recommended precisely because Banro’s property had just been stolen by the government of 
the DRC and the company was essentially selling for cash. It was a brilliant contrarian play that became a 
14-bagger by June of 2002, after Banro got its property back. Banro has now built its first gold mine and is 
already working on its second. The company is pouring gold, unmolested by bandits or the government. As 
long as the DRC doesn’t blow up, this is a simple but powerful growth story. By the Ps…

http://www.banro.com/
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People & Promotion
Doug had good things to say about management when he wrote about Banro 13 years ago, as you can see 
in his report. It’s amusing to see that there were only 6 Ps back then, but that just shows that we’re willing 
to learn as we go, and I’m pleased that he always started with People. At any rate, these people have held 
on to their property, explored it, developed it, and built a mine, right through wars, expropriations, and just 
about everything you can throw at a mining company. They definitely get kudos for tenacity and delivering 
against the odds.

Among the people in question are Executive VP Arnold Kondrat, one of Banro’s founders and principal of 
the company at the time Doug visited back in 1998. Chairman and CEO Simon Village was a managing 
director of the World Gold Council – a connection we’ve no doubt has helped promote this story 
effectively. Doug didn’t remember any of the other people on the current team, but we have now been on 
site and can confirm that the People in question showed great ability on multiple fronts.

We are satisfied with the people, including in-house Investor Relations personnel, and we know the 
company uses an effective IR firm and already has the attention of a number of analysts and media outlets. 
 
 
Property
Banro’s flagship property is the Twangiza gold mine, just now wrapping up the commissioning process. 
This is a Phase I project, treating the near-surface oxide portion of the deposit, with a fresh-rock Phase II 
project planned for later. The second mine to be built is at the Namoya gold project, a heap leach operation, 
and there’s more exploration underway at the Lugushwa and Kamituga projects. Kamituga was actually the 
largest  past producer in the region. It›s important to note, however, that all four project areas are permitted 
for exploitation, not just exploration. All of them occur along a mineral belt roughly the same size as the 
Ashanti Gold Belt in Ghana, but largely controlled by Banro. (The DRC itself is a large country, four times 
the size of Texas.) The total gold resource in all categories across all four of these main projects is 11.62 
million ounces of gold.

Twangiza is a world-class project, currently tallying 5.6 million ounces M&I (1.3 Moz Measured, 
averaging 2.4 g/t gold and 4.3 Moz Indicated at 1.5 g/t gold) and 400,000 ounces Inferred (1.7 g/t gold). 
Within the M&I ounces are 1.3 million ounces of oxide ore that grades 2.35 g/t gold. This is basically 
gold-rich dirt that can be shoveled through the plant with no blasting or crushing.

The Phase I plant is designed to process 1.7 Mt of this ore per year, yielding an average of 119,300 ounces 
per year (opy) in the first five years at a cash cost of $356/oz. Capex was $209 million, and the strip ratio 
is a very reasonable 1.5:1. NPV-5% at $1,400 gold was $743 million (just for Phase 1). If Banro delivers 
anywhere near these figures, the cash flow at +$1,700 gold should be substantial, starting this quarter. 
As per his Notes from the Field, Louis James saw over 100 kilos of gold awaiting shipment on his site 
inspection tour last month. This puppy is up and running.

Namoya currently has two million ounces of gold in all resource categories, including about 1.6 million in 
the Measured & Indicated categories at close to 2.0 g/t gold. A preliminary assessment on the project calls 
for a seven-year open pit operation producing 124,000 opy at a cash cost of $359/oz. Capex is estimated at 
$118.2 million, with a one-year payback and a nice, fat 70.6% IRR and $421 million NPV-5% at $1,200 
gold. There are other factors, including a hydropower project to improve economics at both projects, but the 
numbers look plenty good as is. Of critical importance is that the same technical team that succeeded in 
building the Twangiza plant is now working on Namoya, greatly increasing our confidence that the job will 
actually get done.

http://my.caseyresearch.com/displayIsp.php?id=54
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Cash flow from both of these projects is planned to pay for the bigger, Phase II sulfide operation at 
Twangiza. If all that goes according to plan, the company will be producing just shy of 500,000 ounces a 
year by 2016, which would take it to the lower mid-tier and probably make it a juicy takeover target. 

Mind you, that›s a lot of things that need to go well, and the final feasibility work on the second and third 
projects has not been completed. But it›s a good plan, and with the right People in charge, the results 
should not stray too far from target – but even getting half way there should take these shares much higher 
than their current level.

There is, of course, discovery potential in this story, especially with Lugushwa and Kamituga in earlier 
stages. This is elephant country, and a major new discovery is entirely within the scope of realistic 
possibilities. But Banro really doesn›t need to get lucky – given what the company already has, there›s no 
«discovery risk» in this play: Lugushwa has 2.74 million ounces Inferred at 2.3 g/t gold and Kamituga has 
915,000 ounces Inferred at 3.9 g/t gold. Note that both of these are higher-grade than Twangiza.

Taking Banro›s 11.62 million ounces of gold in all categories and the new financing into account, we get 
about $77 in enterprise value per ounce, which is well below the global average for a gold producer. 

Why the discount? Politics, of course… 

Politics

The DRC has a frightening reputation among investors, and rightly so. We’ve avoided the place since 
the government recalled all existing mineral concessions for review a few years back. It’s notable that out 
of 61 licenses called into question, the government returned 60 intact, with only First Quantum (T.FM, 
C$22.83) losing theirs. FM is a sore point with many investors and part of the “Congo discount” applied to 
Banro, though FM was able to settle and sell its residual assets for $1.25 billion.

As a historical aside, the basis of Doug’s speculation 13 years ago was that the government would not 
get away with stealing Banro’s property, and he was right. The government subsequently enacted a more 
modern mining law (in 2003), which has stood since then. But Banro has more specific advantages in the 
form of 25-year renewable mining conventions granted in 2002 that came with a 10-year tax holiday and a 
25-year exemption from surface rights taxes.

Banro is well aware of the political sensitivity of the place it operates, and has set up a non-profit 
foundation that invests in schools and other critical needs of local communities. What’s impressive about 
the way the Banro Foundation operates is that they don’t just build buildings and then walk away; they 
oversee teacher training and stay in touch with their projects to follow up on achieving desired goals. With 
a presence in the DRC going back to before the war, Banro is held in high regard.

The bottom line, however, is that perceived political risk is the reason the company is in sale, and hence 
the basis for our speculation. That’s not too different from the call Doug made 13 years ago. Investors are 
skittish about the DRC, as well they should be, but the place has failed to take a turn for the worse for 
several years now. The odds look good to us that it may not do so now. If the DRC does blow up, we lose. 
But if it fails to blow up, and management delivers even approximately on what it has on tap, we should 
have a big win.
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Push

What happens next is that either Twangiza makes money or it doesn’t. If it does, the market should revalue 
this company, especially with an eye towards the production coming from the second mine, in which 
investors would have good reason to have more confidence. Then phase two at Twangiza, then perhaps 
more organic growth depending on exploration success – if the company doesn’t get taken over by a larger 
fish first.

Based on what Louis James saw on site, we believe the company will deliver to the bottom line this quarter. 
That’s a near-term deliverable. There is also drilling underway, and we should see Push from important 
exploration efforts over the course of this year as well. This is a busy company, with a lot of news flow ahead.

Paper & Phinancing

No bank would lend Banro money to build in the DRC, so the company had to issue paper to build its 
mine, and it has. But the amount of shares issued and outstanding is not outrageous for a new producer 
with no bank debt nor hedging – and the company is now funded to build its second mine, ensuring the 
growth we’re betting on.

We’re not worried about new dilution at this point, but the company does have a private debt offering 
ongoing. We’d be interested in a seat at that table if we could get one (you’ll have to ask your broker about 
it, however, as it’s not a retail deal), and if not, we would watch to see if the shares pull back as the dust 
settles.

Price

Banro was selling at a discount by the per-ounce averages we calculate from time to time here at Casey 
Research. If management delivers as promised, and if the DRC simply fails to self-destruct, these shares 
should move steadily higher over the next year and beyond. However, in the time since Louis’ visit, the 
shares have moved up sharply, especially last week.

There is no hurry to race out and buy shares today: Do not chase this stock.

BAA shares are kissing their 52-week high as we go to press, but the net profits we expect to catch market 
attention won’t be released to the market until after the books are closed on this quarter. That and the 
exploration and operational news we’re likely to see in the months ahead give us time to start building a 
position on down days and weeks for gold. This is not an urgent call to action  but a delivery of information 
while it›s fresh, to keep you ahead of the curve.
Specifically: BAA on either the Amex or TSX touched $4.50 just a couple weeks ago. We’d shoot for that level or less 
for a first tranche, or at most $5.00 for the impatient ones among us, at least until the impending push comes closer. 
We’d buy more under $4.00 or even $3.50, depending on what the market is doing, and watch for even greater stink 
bid opportunities going forward, in case of a major market fluctuation.

 
Back to Table of Contents 
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COMPANY RECOMMENDATION UPDATES:  
Picks for Those Who Prepare 
The rally in our market sector continues, despite yesterday’s sharp correction. It’s impressive, what volatility 
in our market can do… Gold rose about $20 Tuesday, or 1.1%, and gold stocks responded, but rising many 
times more: PVG was up 4.1%, AMM was up 13.8%, and so on. Yesterday, gold dropped $100, back to 
the $1,700 level of a few weeks ago, or about 5.6%. AMM gave back most of its gains, dropping 9.3%, 
and many other shares dropped sharply as well. PVG, by the way, actually jumped sharply – again – rising 
another 1.6% to a new record high. Someone out there has very high expectations for the company!

In the face of that volatility, it may help to know that if you ask Doug Casey what the price of gold is on 
any given day, most days, he won’t know. He’ll know the trend and how the market has been performing, 
but not the current spot price. That’s because he’s not a day-trader. Focusing on daily fluctuations is neither 
necessary nor useful in the kind of fundamental analysis that has worked so well for us. It’s also a recipe for 
heartburn.

This sort of thing prompts us to remind you that if you prepare for it, volatility can be your best friend. 
Even those who bought at higher prices a year ago, if they understood and implemented our strategy of 
buying in tranches, were able to average down at great prices last fall. Depending on the specific prices they 
got and whether they had the intestinal fortitude to buy large blocks when prices were down, some may 
even be in the black on positions initially opened at higher prices. And, of course, those who bought first 
tranches at lower prices will have some great gains already – even doubles, in some cases.

We can’t know who bought which stocks at which prices, but we want to reiterate that while we do see our 
market finishing the year higher, there is high risk between now and then, so taking profits when you have 
them remains critical. We won’t, for example, issue a TP signal on a stock we’ve already taken profits on, so 
if you got in later or at a lower price than we did and you now have a double we don’t, by all means – take 
profits now. Use those profits to add new positions, buy more gold, pay off debts, or anything else advisable 
ahead of the economic storm Doug still sees returning this year.

Also, it’s time to do some spring cleaning. Those readers who got the East Asia Energy and Sangihe Gold 
spin-out shares from East Asia Minerals (V.EAS) may want to hold them to see what happens or liquidate 
them whenever they are able to. They were free, so it doesn’t really matter that much. So few people got any 
of these shares, we don’t want them cluttering our portfolio and confusing people. They are not tradable 
now, but we will exit if and when able, and consider the positions closed now.

Bottom line this month: the rally continues, but don’t let it go to your head. Discipline, discipline, 
discipline. That’s what we’re keeping in mind as we review our recommendations this month.



CASEY INTERNATIONAL SPECULATOR  MARCH 2012 22

THIS MONTH’S TOP IS PICKS:
Producers:

Alexco Resource Corp (AXU, T.AXR)
Avion Gold (T.AVR)

Endeavour Silver (EXK, T.EDR) 
Great Panther Silver (GPL, T.GPR)

Top Takeover Targets:
Bayfield Ventures (V.BYV)

International Tower Hill Mines (THM, T.ITH)
Premier Gold (T.PG)

Best Explorers:
Almaden Minerals (T.AMM)

ATAC Resources (V.ATC)
Strategic Metals (V.SMD)

Bottom Feeders:
Andina Minerals (V.ADM)

Sandspring Resources (V.SSP)

Specifics on these and all our picks below. Valuations and prices are as of February 27, 2012. Please click 
on company names to see the detailed recommendations. Newcomers may want to read our guide to 
valuation using our tables. 

Click here to enlarge.

http://my.caseyresearch.com/displayIsp.php?id=217#a4
http://my.caseyresearch.com/displayIsp.php?id=217#a4
http://www.caseyresearch.com/images/CISProducerstablelg%281%29.png
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COMPANY Price SO FD MCap Rec Gain 52-week

ALEXCO (AXU, T.AXR) C$8.11 60M 64.4M C$486.6M C$3.25, 5/06 150.3% C$6.10-C$9.75

HM: Ag, Pb, Zn / BUY FIRST TRANCHE (UNDER $7.50)—Alexco continues making bonanza-grade silver 
discoveries near its profitable mine (& 2 more mines under construction). Stock is up, so buy the dips. 

AVION GOLD (T.AVR, 
OB.AVGCF)

C$1.72 441.1M 466M C$758.7M C$2.00, 8/11 -14% C$1.26-C$2.57

HM: Au / BUY—Avion remains on track to double production at Tabakoto while delivering more great drill 
results from Kofi and Hounde. Stock somewhat recovered, but still relatively cheap. 

ENDEAVOUR SILVER 
(EXK, T.EDR, FRA.EJD)

C$10.75, 
US$10.72

87.7M 93.5M C$942.8M C$10.81, 
US$10.84; 11/11

-0.6% 
(C$)

C$7.00-C$13.10

HM: Ag, Au, Pb, Zn / BUY FIRST TRANCHE (UNDER $10.50)—EDR unchanged: profitable, growing, and making 
discoveries. Buy Under guidance met last month, so we’d shoot for the same this month. 

FIRST MAJESTIC (T.FR, 
NYSE.AG)

C$20.37 105.4M 111M C$2.1B C$1.85, 2/05 548.4% C$14.00-C$25.79

HM: Ag, Au, Pb, Zn / BUY 1 TRANCHE—SEE BIG GOLD FOR COVERAGE 

FORTUNA SILVER 
MINES (T.FVI, FSM, 
PK.FVITF)

C$6.96 124.9M 128.8M C$869.3M C$2.13, 12/09 189% C$4.35-C$7.22

HM: Ag / BUY FIRST TRANCHE (UNDER $6.00)—FVI unchanged, still going and growing. We like it a lot, but 
the stock just hit an all-time high, so we’d look to a correction for lower entry points. 

GREAT PANTHER 
SILVER (T.GPR, 
NYSE.A.GPL)

C$2.65 137.5M 142.1M C$364.4M C$2.87, US$2.94, 
9/11

-7.7% 
(C$)

C$1.83-C$4.90

HM: Ag, Au, Pb, Zn / BUY FIRST TRANCHE (UNDER $2.50)—GPR unchanged, but with important drill results 
pending. Cheapest among our producers; we see a lot of upside in this play. 

MEDUSA MINING 
(ASX & LSE.MML, 
PK.MDSMF)

A$6.30 188.9M 190.9M A$1.2B A$3.74, 3/10 77.5% A$4.31-A$8.71

HM: Au / CLOSING POSITION—Medusa is projecting lower output for several quarters. It’s for a good reason 
(expansion), but stock and risk are back up again, so we’re booking the win and stepping aside. 

SILVERCORP (SVM, 
T.SVM)

C$8.17 170.6M 173.8M C$1.4B C$6.30, 5/06 29.7% C$5.81-C$15.60

HM: Ag, Au, Pb, Zn, Mo / BUY 1 TRANCHE—SEE BIG GOLD FOR COVERAGE 

SILVER WHEATON 
(NYSE.SLW, T.SLW)

C$38.57 353.5M 358.3M C$13.6B C$3.18, 2/05 641.2% C$27.51-C$45.50

HM: Pure Ag / BUY 1 TRANCHE—SEE BIG GOLD FOR COVERAGE 

SPROTT RESOURCE 
(T.SCP, OB.SCPZF)

C$4.04 112.6M 113M C$454.9M C$3.99, 12/11 1.3% C$3.35-C$5.80

HM: Au (+ oil and ag) / BUY FIRST TRANCHE (UNDER C$4.00)—SCP unchanged, but up recently with 
commodities. Great “get-rich-on-process” play, one to accumulate to the top of this cycle.

http://my.caseyresearch.com/portfolio/stock-detail/3855/
http://my.caseyresearch.com/portfolio/stock-detail/4227/
http://my.caseyresearch.com/portfolio/stock-detail/4227/
http://my.caseyresearch.com/portfolio/stock-detail/4521/
http://my.caseyresearch.com/portfolio/stock-detail/4521/
http://my.caseyresearch.com/portfolio/stock-detail/93/
http://my.caseyresearch.com/portfolio/stock-detail/93/
http://my.caseyresearch.com/portfolio/stock-detail/4086/
http://my.caseyresearch.com/portfolio/stock-detail/3866/
http://my.caseyresearch.com/portfolio/stock-detail/3866/
http://my.caseyresearch.com/portfolio/stock-detail/3866/
http://my.caseyresearch.com/portfolio/stock-detail/4333/
http://my.caseyresearch.com/portfolio/stock-detail/4333/
http://my.caseyresearch.com/portfolio/stock-detail/4333/
http://my.caseyresearch.com/portfolio/stock-detail/3870/
http://my.caseyresearch.com/portfolio/stock-detail/3870/
http://my.caseyresearch.com/portfolio/stock-detail/3870/
http://my.caseyresearch.com/portfolio/stock-detail/170/
http://my.caseyresearch.com/portfolio/stock-detail/170/
http://my.caseyresearch.com/portfolio/stock-detail/453/
http://my.caseyresearch.com/portfolio/stock-detail/86/
http://my.caseyresearch.com/portfolio/stock-detail/86/
http://my.caseyresearch.com/portfolio/stock-detail/307/
http://my.caseyresearch.com/portfolio/stock-detail/4615/
http://my.caseyresearch.com/portfolio/stock-detail/4615/
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Click here to enlarge. 

COMPANY Price SO FD MCap Rec Gain 52-week

CARPATHIAN GOLD (T.CPN, 
OB.CPNFF)

C$0.54 545.5M 585.6M C$294.6M C$0.435, 
12/11

24.1% C$0.38-C$0.76

HM: Au, Cu / BUY FIRST TRANCHE (UNDER C$0.50)—Carpathian delivered another terrific hole from Romania 
last month: 424 meters grading 1.04 g/t gold. Looks good, but stock up, so buy the dips. 

DETOUR GOLD (T.DGC, 
DRGDF.PK)

C$27.56 112.5M 133.2M C$3.1B C$30.11, 
12/1/11

-8.5% C$23.03-C$39.65

HM: Au / HOLD—DGC cashed up to complete its mine build at Detour Lake. We like this story a lot and see 
added shareholder value as the mine nears completion, but that’s not imminent. 

GUYANA GOLDFIELDS 
(T.GUY, FRA.GG3)

C$5.87 83.9M 90.3M C$492.5M C$8.69, 6/11 -32.5% C$5.81-C$10.58

HM: Au / BUY—The market has punished GUY for low NPV and IRR numbers just published. We believe the 
project has much more value than these numbers show and are averaging down. 

Click here to enlarge.

http://www.caseyresearch.com/images/Advanced_March_2012lg.png
http://my.caseyresearch.com/portfolio/stock-detail/4795/
http://my.caseyresearch.com/portfolio/stock-detail/4795/
http://my.caseyresearch.com/portfolio/stock-detail/4645/
http://my.caseyresearch.com/portfolio/stock-detail/4645/
http://my.caseyresearch.com/portfolio/stock-detail/3950/
http://my.caseyresearch.com/portfolio/stock-detail/3950/
http://www.caseyresearch.com/images/Explorers_March_2012lg.png
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COMPANY Price SO FD MCap REC Gain 52-week

ALMADEN (AAU, T.AMM) C$2.83 59.7M 65.1M C$169M C$0.78, 3/03 337.2% C$2.08-C$5.07

HM: Au / BUY FIRST TRANCHE (UNDER $2.75)—AMM has a new JV, but is otherwise unchanged: Ixtaca is the 
main event, a project of true merit and great potential. Shares up, so buy on down days. 

ANDINA (V.ADM, 
PK.ADMNF)

C$0.85 129.3M 160.3M C$109.9M C$3.94, 6/08 -78.4% C$0.71-C$1.64

HM: Au / BUY (IF YOU DARE)—ADM unchanged: lots of cash, still in the doghouse, but with takeover 
potential. The market doesn’t care, but when that changes, it could move quickly. 

ATAC RESOURCES (V.ATC, 
ATADF.PK)

C$3.28 97M 103.3M C$318.2M C$2.85, 12/11 15.1% C$2.22-C$10.34

HM: Au / BUY (UNDER C$3.00)—ATAC shares are up since we averaged down, but with no news. Same 
outstanding discovery potential to be advanced this year. Buy on weakness. 

BARISAN GOLD (V.BG) C$0.41 40.7M 56.6M C$16.7M C$0.00, 
spinout

C$0.41 C$0.20-C$0.60

HM: Au / HOLD—BG unchanged. First drill results from flagship project still pending, maybe soon, at which 
point we will update our recommendation – even if between issues – so stay tuned. 

BAYFIELD (V.BYV, BYVVF.OB, 
FRA:B4N)

C$0.56 64.4M 73.2M C$36.1M C$0.55, 9/10 1.8% C$0.41-C$1.02

BUY—BYV delivered follow-up on another possible high-grade shoot east of the existing one. Market doesn’t 
seem to believe in the possibility, but the speculation has just become much more solid. 

COLOMBIAN MINES CORP. 
(V.CMJ, CMBPF.PK)

C$0.54 32.6M 45M C$17.6 C$0.92, 2/10 -41.3% C$0.25-C$0.94

HOLD—No Change. We’ve been very patient, but want to see the drill results before we give up on this one. 

COLUMBUS GOLD CORP. 
(V.CGT, CBGDF.PK)

C$0.65 92.2M 99M C$59.9M C$0.87, 2/11 -25.3% C$0.60-C$1.10

HM: Au /BUY FIRST TRANCHE—CGT reported underwhelming results from two US projects and the stock is 
down, but the main spec in French Guiana remains on track, with results pending. 

CORVUS GOLD (T.KOR, 
CORVF.OB)

C$0.84 41.7M 46M C$35M C$0.00, 
Spinout

C$0.84 C$0.47-C$0.89

HM: Au / TAKE PROFITS/HOLD—Corvus just released a PEA on North Bullfrog, which we’ve said all along 
could be the sleeper it has just proved to be: the NPV is 3 x MCap. Great liquidity event. 

EAST ASIA (V.EAS, EAIAF.OB) C$0.69 110.2M 147.2M C$76M C$5.15, 5/11 -86.6% C$0.41-C$6.49

HM: Au / HOLD—No change. The prize remains worth waiting for the endgame: We’re still holding. 

EXETER (XRA, T.XRC, 
FRA:EXB)

C$3.55 87.6M 99.8M C$311M C$2.74, 6/07 40.3% C$2.49-C$5.69

HM: Au, Ag / BUY FIRST TRANCHE (UNDER $3.50)—XRC unchanged: cashed up, undervalued, and looking for 
ways to show the market it can add value to the Caspiche monster gold deposit. 

INTER-CITIC (T.ICI, PK.ICMTF) C$1.31 117.5M 132.3M C$153.9M C$1.80, 11/07 -27.2% C$0.71-C$1.96

HM: Au / BUY FIRST TRANCHE (UNDER C$1.10)—More gold in drill results from Dachang, though not 
spectacular: 13 meters of 3.61 g/t and 16 meters of 2.19 g/t. The project is real, but not without risk.
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INTL. TOWER HILL (THM, 
T.ITH)

US$5.20 86.6M 93.7M US$450.3M US$1.21, 
11/08

201.2% US$3.59-
US$10.49

HM: Au / BUY FIRST TRANCHE—THM advancing new placer operation for near-term cash flow. The market 
doesn’t seem to believe it, and we understand the skepticism, but we believe in management. 

NGEX RESOURCES (T.NGQ, 
OB.NGQRF)

C$2.63 158.1M 162.7M C$415.8M C$2.75, 2/12 -4.4% C$1.30-C$4.00

HM: Cu, Au / BUY FIRST TRANCHE—NGEx is a new pick, unchanged since rec. We expect significant drill 
results in the near term. There’s gold in this story, but its mostly copper, so buy as a hedge. 

NORTHERN FREEGOLD 
(V.NFR, PK.NFRGF)

C$0.26 111.5M 151.6M C$29M C$0.335, 2/09 37.3% C$0.18-C$0.39

HM: Au, Ag, Cu, Pb, Zn / HOLD—NFR has begin met-testing potential ore from its 3.7Moz AuEq Revenue 
deposit. If recoveries are good enough to overcome the low grade, it’d be a game-changer. 

PILOT GOLD (T.PLG) C$1.85 59M 63M C$109.2M C$0.52, 7/11 C$1.85 C$0.91-C$3.74

HM: Au, Cu / HOLD—Drilling at Kinsley delivered the goods: 18.4 meters of 5.91 g/t gold. Not a company-
maker, but very encouraging. The new Griffon project looks good too, but shares are up. 

PMI GOLD (V.PMV, ASX.
PVM, OB.PMVGF)

C$1.39 222.4M 261M C$311.9M C$0.52, 7/11 145.2% C$0.36-C$1.46

HM: Au / HOLD—More great drill results from flagship Obotan project: 72 meters of 4.25 g/t gold. Company 
cashed up with minimum dilution, set to add value, but not as cheap as it was. 

PREMIER (T.PG, PK.PIRGF) C$5.68 130.9M 139.3M C$743.5M C$2.48, 7/08 101% C$4.08-C$8.00

HM: Au / BUY FIRST TRANCHE—PG cashed up and ready to advance the merged high-grade Saddle gold 
deposit with Newmont in Nevada. PG has near-term production as well as takeover potential. 

PRETIUM RESOURCES 
(T.PVG, PK.PXZRF)

C$16.79 88.2M 93.4M C$1.5B C$6.42, 2/11 126.8% C$7.89-C$17.35

HM: Au / HOLD—Pretium to cash up further and upgrade its resources at Brucejack. PVG close to fully valued 
for what it can show it has. We like it a lot, but news will take time, so we’re going to hold. 

RENAISSANCE GOLD (T.REN, 
PK.RNSGF)

C$1.17 30.7M 32.9M C$35.9M C$0.00, XAU 
spinoff

C$1.17 C$0.90-C$1.24

HM: Ag / HOLD—REN delivered more sniffs of gold , this time at Wood Hills, but still no game-changers. 
Results pending from Trinity Silver JV. We’re still waiting for a new flagship project. 

SANDSPRING RESOURCES 
(V.SSP, PK.SSPXF)

C$1.38 108.7M 121.2M C$150M C$2.19, 6/11 -37% C$1.14-C$3.60

HM: Au, Cu / BUY—SSP, undervalued as is, just found signs of new mineralization around Toroparu. If true, 
this would be a real game-changer, and there’s cash in the bank to try. 

STRATEGIC METALS (V.SMD, 
SMDZF.OB)

C$1.49 90M 96.6M C$134.1M C$1.39, 12/11 7.2% C$1.08-C$4.24

BUY FIRST TRANCHE—Strategic unchanged: great rocks for exploring that you get almost for free with the 
cash and securities in the kitty. Worth accumulating shares on down days for the market. 
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SUNWARD RESOURCES 
(V.SWD)

C$2.26 140.8M 188.6M C$318.2M C$1.14, 12/10 86.8% C$1.19-C$2.41

HM: Au, Cu / BUY FIRST TRANCHE (UNDER C$2.00)—SWD delivered more decent but not spectacular gold 
intercepts from Titiribi. Potential of new zones still unknown, so buy only on weakness. 

VIRGINIA (T.VGQ, 
PK.VGMNF)

C$9.61 31.5M 33.4M C$302.7M C$5.80, 2/07 65.7% C$7.96-C$9.80

HM: Au, Ag, Zn, Pb, Cu / BUY UNDER C$8.00—Story unchanged, but shares up due to premium financing. 
Absent a new flagship gold project, we still look for weakness for buying opportunities. 

XTRA-GOLD (XTGR.OB, 
T.XTG)

US$1.31 44.7M 47.2M US$58.6M US$1.90, 4/11 -31.1% US$1.25-
US$2.20

HM: Au / BUY FIRST TRANCHE—Xtra essentially unchanged, remains on sale. Results merit patience, cash flow 
gives us comfort, upside still merits a first tranche if not long already.
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Stupidity Watch 
 
Ghanaian Stupidity Continues 

Ghana’s government is pushing ahead with last year’s promise to introduce a 10% windfall tax. Last month 
the country’s finance minister Kwabena Duffuor formed a committee to conduct negotiations with industry 
representatives. Duffuor said that the new committee would involve discussing changes in “stability 
agreements” with mining majors – documents that provided such companies as AngloGold Ashanti 
(NYSE.AU) and Newmont (NYSE.NEM) with predictable operating rules, including taxes and royalties, 
for 10- to 15-year periods.

The “stability agreements” are binding in international courts, an industry representative said, and as such 
will not be easy to tweak by the Ghanaian government. Smaller companies, however, such as Gold Fields 
(NYSE.GFI), did not sign such contracts and in case of a tax increase will be impacted right away.

Other changes suggested last year included an increase in corporate tax from 25 to 35 percent and a 
decrease in capital allowance rate. The government has not yet followed up on these issues, but there is little 
reason to hope it will give up on increasing its take. Going forward, that doesn’t mean mining will stop, or 
that investment would be ill-advised, but we’ll need to see higher projected margins on mining projects in 
this jurisdiction.
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Indonesian Stupidity

Another government has gone greedy: Indonesia, this time. Freeport Indonesia is in the spotlight with 
its 1% royalty, paid off gross sales: the government says it’s not enough. Another major operating there is 
Newmont, via its local unit Newmont Nusa Tenggara. Newmont pays 1% to 2% royalties on its gold sales.

Similarly to the Ghana situation, the Indonesian royalty conflict revolves around the fact that the local 
legislation that contains higher (up to 4 percent) royalties was enacted after the majors signed mining 
contracts. Talks are in progress, and the old royalties are still in place, but as often happens, we don’t expect 
an easy exit. If a government can’t change one rate, it’ll change another. With similar moves happening 
around the world, we can’t flee every jurisdiction that changes its taxes, but we should beware of those that 
become unworkable. 
 
 
Anti-Stupidity in Singapore 

Indonesia would do better to follow the example of its neighbor, Singapore. Hats off to Singapore for 
changing legislation last month to treat investment-grade gold the same way as Switzerland and Australia: 
no tax. No goods and services tax, to be precise. The measure is aimed at stimulating gold trading and asset 
allocation in Singapore. An enlightened move, we say. 
 
 
Stupidity Season in Argentina Continues

In February, several mining provinces of Argentina witnessed tension of various degrees coming from 
mining opposition, including violent protests in some cases. The reasons behind most of the resistance are 
not new: agricultural interests are concerned about water usage by miners, and misinformed people are 
afraid of the word “cyanide.” This motivates locals to block mining operations and protest in other ways 
that eventually include stone throwing, tear gas, and rubber bullets.

As the confused citizens of the mining provinces step up riot activity, the local administrations are involved 
in supposedly peaceful but vaguely defined discussions:

At the behest of the [federal] administration, governors and representatives of 10 mining provinces pledged 
Wednesday [February 15] to work with the federal government to support mining. They also agreed to 
protect the environment and ensure that local communities receive a bigger share of the wealth created by 
mining.

“Maybe there was bad communication from our part and that’s why the people react like this,” Jujuy 
Governor Eduardo Fellner said at a press conference.

Probably. In the meantime, some Argentina explorers like Osisko Mining (T.OSK) put operations on hold 
until the situation clarifies.

Speaking of distorted communication, The Economist has publicly denounced official statistical numbers 
published by INDEC, the leading Argentinean statistics office. Specifically cited was the consumer price 
index (CPI), stating that “[…] since 2007 Argentina’s government has published inflation figures that 
almost nobody believes.” The publication will now use numbers published by United States-based company 
PriceStats. Their CPI figures are based on online prices that are accessible for independent observers and 
hard to manipulate.
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Argentina seems headed for another bout of its perennial economic collapses, in spite of high demand 
for its agricultural and other exports. We hate to see it, but sure are glad we exited our Argentina-focused 
stocks some months ago. On the bright side, as Doug Casey might say, it looks poised to become a much 
cheaper place to vacation soon.

Violent Stupidity in South Africa 

At the world’s largest platinum mine, located in South Africa and operated by Impala Platinum, 17,200 
workers have gone on a violent strike. The action resulted in three deaths and multiple assaults. The mine, 
responsible for half of Impala’s total production and two-thirds of the company’s profit, halted production 
in response to the instability and riots. The South African government deployed army troops to deal with 
the disorder.

Last Friday, Impala managed to negotiate a truce with the union workers. 15,000 workplaces out of the 
initial 17,200 will be reinstated. The outcome of the strike is hard to define as the company rehires the 
miners on the same pay and benefit conditions as before. One change, however, is visible right away: the 
strike left 2,200 workers out of work.

Investment implications of this are that the mine responsible for 25% of global platinum production will 
not meet its 920,000-ounce annual production target. The company’s marketing executive said that there 
might be a 335,000-ounce platinum deficit this year. This sounds bullish for the metal price that has been 
on the rise since the beginning of the year, but for now, we’re sticking with our long-term view that the 
economic hardship the major global economies are in will be the dominant cause of downward pressure on 
metals with industrial applications, including platinum.

Stupidity Abates in Colombia 

Colombian rebel group FARC has announced that it will cease its practice of kidnapping “men and women 
from the civilian population that we, the FARC, have carried out for financial reasons to help support our 
struggle.”

In addition to this promise, FARC released ten “prisoners of war” that it held hostage, including police and 
military personnel.

Massive anti-rebel protests caused by FARC’s alleged execution of four hostages last November caused this 
sudden policy shift. If it’s true. Time will tell, but it’s good news from an important mining jurisdiction, for 
now.
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Questions For IS
Q1: I know CR has bandied 1/3, 1/3, 1/3 as the model asset allocation in these turbulent times. My 
question to you – let’s make this theoretical – is: what sort of distribution is “good” for juniors? For 
example, assume, say, a $100,000 portfolio to keep this simple, then you would have $33,000 in bullion, 
$33,000 in cash and $34,000 in junior stocks. So far, so good. Now, insofar as the juniors are concerned, 
what sort of mix would one contemplate? Two stocks? Three stocks? Ten stocks? In other words, is it better 
to spread it around than concentrate on a few stocks or vice versa? I never really quite understood this, 
especially given the variety of recs coming from CR.

A1: Our approach definitely works best with a basket approach. No matter how great any one 
story might be, there’s just too much that can go wrong in the minerals business – often things 
completely outside of a company’s control – to put all your eggs in one basket.

On the other hand, if you spread your investable funds out too thinly, you could end up with little to 
show for it, even if you did speculate wisely. What a shame it would be to get a ten-bagger on a pick 
you only put $1,000 into. Sure, $10K would be nice, but for most of us, it wouldn’t change our life. 
On the other hand, a $10K investment that went up by a high multiple would be life-changing for 
many of us, including someone who started out with $33K to invest.

In this hypothetical case, I might pick six companies, invest $5K in five and $8K in my favorite. It 
would be a compromise between the need to spread risk around and have several kicks at the can, 
on one hand, and the need to put enough into each pick to make a difference, on the other.

If I had less than this to play with, I would still lean more towards diversification, maybe to as low 
as $1K per position. Below that, there isn’t much point. Then I’d use my gains to build up larger 
positions in whatever companies I thought most prospective at that time.

If I had more to play with, I’d start with $10K positions for most picks, more if I had a lot more to 
play with, but I’d be very careful of liquidity traps. If I put $100K into a stock that goes up 1,000% 
but still trades only lightly on a daily basis, I could end up damaging my own gains when I tried to 
sell.

Q2: In the International Speculator, what is meant by “risk tolerance?” What is the income level one should 
have to actually get involved with these stocks? How appropriate is the International Speculator for a newbie 
who is just getting involved in the metals? Also, would it be possible to post a key on the portfolio on the 
newsletter that explains symbols: Ag, Au, Mo, etc.

A2: Risk tolerance is an entirely individual thing – not something we can say what should be the 
right amount for any person. We frequently make reference to it in discussing what to do about new 
recommendations and developments in companies we already follow: “If you’re more risk averse, 
take profits now,” or “If you are more risk-tolerant, this high-risk speculation could be a big winner,” 
etc.

How much risk is right for you is a function of how much risk you can take without chickening out 
on your investment strategy when the market fluctuates. (The market always fluctuates.) 
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The International Speculator is for risk-takers – but intelligent risk-takers, not gamblers. We’re 
people who don’t mind losing sometimes in order to win more than we lose – and more than we 
could make leaving our money in the bank. We see markets as places where our minds can see 
trends and place bets accordingly, not as roulette wheels where random chance rules (or should). 
If this doesn’t sound like your cup of tea, then this publication is probably not for you. If it does, 
just remember that one size does not fit all, and you can do a lot to mitigate risk by limiting your 
exposure and spreading the risk around, as described answer the question just above.

As for the chemical symbols of the metals we’re interested in, there really aren’t that many to worry 
about, and they never change: Au is gold, Ag is silver, Cu is copper, Pb is lead, Zn is zinc, Mo is 
molybdenum. Anything else is a side show for us at this point. However, there are a lot of elements 
out there, and it might be possible to set up a system that links automatically from the symbols to a 
periodic table of the elements… We’ll ask our programmers.

Q3: A small company called Monster Mining is hitting high grade (>1,000 g/t) silver over narrow 
intercepts (1-2 m) in the immediate vicinity of Alexco’s Bellekeno mine. Are such narrow intercepts 
economically viable? Could Alexco be interested in the future in taking over this company considering that 
they have even higher grades and exploration blue sky potential on their own Bellekeno and Flame and 
Moth properties?

A3: We’re aware of Monster Mining (V.MAN), and have been since before the drill results you 
mention. We like some of the people involved and like the play, conceptually, for reasons such as 
you suggest. However, while interesting, the results thus far are not conclusive to us that there’s a lot 
of tonnage of the high-grade material present at the company’s flagship Keno-Lightning project. 
Only half of the 25 holes drilled returned substantial hits, and as you note, many were rather 
narrow; generally, anything less than 1.5 meters wide will be diluted by mechanized mining, and 
these appear to be down-hole sample lengths, not true widths of the mineralization. The main thing 
needed to turn random samples into a deposit is consistency, and we don’t see that yet, so we’re 
watching with interest but aren’t tempted to buy at this stage. The same seems to be true for Alexco, 
Monster’s neighbors. On the bright side, the ownership of the project was just cleaned up with the 
JV partner’s default, and the question of whether they’ll have enough money to proceed is being 
settled now, via a private placement. Other pluses are that the company is pretty cheap, and they did 
hit some high-grade material.

Q4: Are the junior gold miners undervalued as a whole? I have been wondering if now would be a good 
time to start revisiting broad funds and ETFs that put weight on the junior gold producers. Since I do 
small monthly chunks, I am looking at mutual funds as opposed to ETFs for this. But the funds I am 
looking at are down more than 5% when compared to the large-cap producer indexes (even after capital 
gains distributions). I discovered the reason is that the funds I liked the most (in terms of management) put 
more weight on the juniors than the seniors. So... I’m not looking for specific company recommendations 
ala International Speculator, but rather indications of the health of the junior producers as a whole. If 
anything, might now be a good time to start “averaging down” into the sector in small chunks, keeping 
more than enough cash to back the truck up if things really take a nosedive? Or should I stick with the 
basics and wait? 
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A4: Good question. Generally, we don’t like funds and ETFs representing our sector, because, 
on average, our sector is full of powers and wannabes. We trust our own judgment on the best 
companies better than any fund manager we know, which is why we do what we do.

That said, a very broad-based fund or ETF could be a way to play the whole sector, and should work 
out when the sector as a whole is undervalued and that situation is likely to improve. We do think 
that’s the case now. The majors are making good money – and depleting assets to do it. They need to 
book more ounces, and the lowest-risk way to do thatis to buy smaller companies that have found 
and de-risked quality resources in the ground. And so on, down the food chain to the better juniors.

The sector as a whole will likely sell off again; however, if there’s another 2008-style event (or 
worse, as Doug Casey thinks is in store), the juniors are likely to be the hardest hit. This is why we 
continue holding some cash in reserve to back up the truck, as you say, should we be so lucky as 
to see shares in great companies nosedive. It’s also why we prefer to focus on quality plays, with 
management we know to be competent, and substantial war chests to make it through any likely 
correction.

Q5: Your call that platinum was headed in the opposite direction as gold appears off base as of now. Still 
see it that way?

A5: We touch on this in this month’s Stupidity Watch. Trouble in South Africa is – just as we 
said it could – threatening supply, so we’re not surprised to see prices up. On the other hand, 
the economic trouble in Europe and elsewhere persists, so the probability of weakening demand 
still seems very strong to us. As we said before, platinum could do very well if South Africa falls 
apart, but that may not happen for several years, while our expectation for further weakness in the 
economy is for this year. So, yes, we still see it that way.

Just remember, we don’t claim to actually see the future. We look at trends and say, “If A, then B.” 
We got C in this case, not A, and therefore got a different outcome: D. So far.

Q6: I noticed that in the last few months of IS, the EV/MV ratios have jumped right up and are way above 
the point where they should be a bargain, according to your notes. So, as I looked closer at the numbers, I 
got a little confused....

Why is there such a big difference in the Mine Value (MV) published in the International Speculator 
and the Mine Asset Value published in BIG GOLD, particularly with companies that overlap the two 
publications, like Silvercorp and First Majestic? Are they not the same thing? Also EV (IS) and Net Asset 
Value (BG)  seem defined the same. But again, the numbers are different for basically the same share price 
and date. Can you explain this?

A6: Thanks for asking: no, they are not the same. And why? Because most of the companies in BG 
have Proven & Probable mining reserves, while those in IS rarely have much, if any, P&P. Also, BG 
covers producers (or the equivalent) exclusively. They have actual mines with book (asset) values, not 
just on their P&P mining reserves, but on other property, plant and equipment. In IS, most of the 
companies have no such assets, but maybe a preliminary or pre-feasibility study estimating the net 
present value (NPV) of what they might have some day. That’s a very different sort of figure. Some 
have no assets at all, aside from cash – which is really just an obligation to spend. And, of course, 
“basically the same share price” is not the same as “the same share price” – especially in junior 
stocks that fluctuate substantially on a daily basis. BG companies, on the other hand, belong in the 
Graham & Dodd universe, having debt, dividends, and hedge liabilities, to name a few producer-
specific parameters.
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In short, BG and IS are apples and oranges, and we don’t work the same way.

Q7: Okay, Casey Brain Trust… The market is up today. Gold is up a pretty good amount today. Silver is up 
a pretty good amount today too. Yet practically all of Casey-suggested jr. gold and silver stocks are down? 
The same is also true for most gold/silver stocks not suggested by Casey. I would like to have an explanation 
(not a bunch of BS) as to what the heck is going on in this environment? Today makes absolutely no sense 
to me (or anybody else holding your suggested stock picks). Come on Casey, what gives?

And I don’t want the same old bull about “use this to average down on price” because I have done that 
already for six years now, and I’m up to my gills in these worthless gold and silver jr. stocks you suggest. Do 
you really expect people to continue to purchase these dogs when they act the way they acted today? You 
are going to start to see people bail out on your subscriptions in droves if this crap keeps up. Personally, I’m 
sick and tired of watching days like today happen over and over again over for the last six months. Who 
is selling them and why? Unfortunately, I’m afraid you people don’t understand days like today either. You 
have no clue?

A7: We’ll try to answer, but first you have to understand that the question you are asking does not 
have a single answer, because the market is not one person, with one set of values and decision-
making rules. The market is a process involving millions of individuals with different ideas about 
which way prices are headed, what’s going on in the world, and everything else under the sun. This 
is why there’s an old investors’ adage: “The market can remain irrational longer than you can remain 
solvent.” That does happen sometimes, which is why we don’t advocate speculating with money you 
can’t afford to lose.

That said, the basic reason we think the market does the specific thing that so disturbs you is that 
on such days, a larger number of participants don’t believe the positive price movement you see will 
be sustained, so they take profits or sell out entirely. We believe we saw a lot of this over the latter 
half of 2011, as you pointed out, because many people in the market thought gold was expensive 
and that its “high” price was not sustainable.

Well, guess what; it has been sustained now far above a price many goldbugs thought would be a 
dream, just a few years ago. Gold is holding up, profits are rolling in, mergers and acquisitions are 
happening, and our market sector has turned around again.

We’ll see how long this rally lasts; I hope you did listen to some of our BS and average down – 
many people who did last fall are sitting on handsome profits already. But if you really do think 
averaging down is BS, then our service may not be for you, because averaging down is a critical part 
of our risk-mitigation strategy.
On the other hand, it seems incredible that you should have had the same experience over the last 
six years that many have had over the last six months. Since 2004, when Casey Research came into 
being (and I started working with Doug), we’ve had only two down years for our portfolio: 2008 
and 2011. There are always some losing licks, even in years when the portfolio is up, on average, 
and I guess you had more than your fair share. We’re truly sorry for that and would understand if 
you decided to part ways with us. The one thing we would urge you to do is not to realize losses on 
good companies before this bull cycle is over – even if you no longer read this letter, please don’t give 
up and sell everything while it’s down. And maybe check back in on us in a year and see if we were 
right.

 
Back to Table of Contents 
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End Notes 
 
Upcoming Events

PDAC 2012

Louis James, Marin Katusa, and other members of the Casey team will be participating in the Prospectors 
& Developers Association of Canada conference at the Metro Toronto Convention Center, South 
Building, March 4-7. For more information, call 416-362-1969 x 240, email mkwasnycia@pdac.ca or see 
the website. 

Casey Research Summit: Recovery Reality Check

We’ve set the time and venue for our next summit: April 27-29, at the Hyatt Bonaventure in Weston, 
Florida (a short drive from Miami and from Ft. Lauderdale). The theme is: “Recovery Reality Check.” As 
usual, the event will feature a carefully selected faculty presenting their in-depth analysis of the challenges 
now facing the world’s economies as well as the specific strategies and investments best suited for what’s 
next. 

NY Hard Assets Conference

Louis James will be speaking at the NY Hard Assets Conference at the New York Marriot Marquis, May 
14-15, 2011. See conference web site for more info.

Vancouver World Resource Investment Conference

Louis James, Marin Katusa, and other members of the Casey team will be at the next Vancouver World 
Resource Investment Conference, to be held at the Vancouver Convention Center June 3-4, 2012. For 
more information, call 

(604) 687-4151 or check the website.

For more events of potential interest, please see our events page. You can also follow some of Louis James’ 
adventures on his Facebook page. 
 
 
Term of the Month: Strip Ratio

This has nothing to do with certain bars in the mining districts of Nevada, but with how much worthless 
rock you have to move to get at the ore you plan to mine. If over the life of an open-pit mine you have to 
move three tonnes of barren dirt or rock to get at one tonne of the mineralized material you run through 
your plant, your strip ratio is 3:1. Pretty straightforward.

Obviously, the higher the strip ratio, the more expensive the mining, and the less profit there is in doing 
it. At some point, it costs so much to get at the pay dirt, it doesn’t actually pay at all, and you leave it right 
where you found it in the ground. Conversely, the more valuable your ore, the more dirt you can pay to 
shove out of the way.

Not so obviously, the impact of the strip ratio can vary hugely for different projects. A strip ratio of 3:1 
might kill one project but be manageable in another, even if the mineralization is of the same type and 
grade.

mailto:mkwasnycia@pdac.ca
http://www.pdac.ca/pdac/conv/
http://www.pdac.ca/pdac/conv/
http://www.caseyresearch.com/2012-spring-summit
http://www.caseyresearch.com/2012-spring-summit
http://www.hardassetsny.com/
http://cambridgehouse.com/event/world-resource-investment-conference
http://www.caseyresearch.com/upcomingEvents.php
http://www.facebook.com/profile.php?id=100002485188945
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For one thing, once you’ve stripped the waste rock out of the way, the cost per tonne to process the ore is 
unaffected – in other words, the strip ratio affects mining costs (haulage and blasting, if necessary), not 
processing costs, and processing costs can vary a great deal. Haulage costs can vary a great deal too, even 
over the same distance, if, for example, one deposit is uphill from the processing facility and the other is 
downhill.

The depth at which a deposit is found is obviously a major factor in a project’s strip ratio, but so is the 
geometry of the deposit. If the ore body is shaped like an inverted pyramid – the same shape as a mine pit, 
you could have almost no stripping to do, even for a deposit that goes deep. A deposit that’s a hill sticking 
out of a plain is the ideal shape: no stripping, and you can just move the deposit sideways onto a leach pad 
or through a plant. But take that same pyramid-shaped deposit and move it down into the earth so that 
only the tip is near the surface, and the deeper you chase it, the larger the amount of dirt and rock you have 
to move out of the way to get at it.

Underground, of course, there’s no stripping, per se, but there is waste rock to move from mine 
development tunnels, and mine dilution from the mineralization not being the same width or shape of your 
underground workings.

So, one size does not fit all, but generally, if you have a strip ratio of 1:1 or less, it’s terrific, less than 3:1 is 
good, and 7:1 or less can work if the grade, geometry, haulage, and other factors are good enough. We’ve 
heard of projects with strip ratios over 10:1 working, but we would be very cautious about a project with 
such a high ratio.

Continuing Education

Casey Investors’ Academy

As mentioned previously, we hosted a number of educational presentations in a large pavilion – though, 
not large enough, it turned out – at the last Vancouver investment conference. Some readers made it to the 
show, but most did not, so we taped the best presentations and have made them available for you here.

Ayn Rand for the Digital Age

There’s an iTunes book app now for hip fans of the famous Russian-American philosopher-novelist Doug 
Casey and Louis James quote so often (as in this issue’s End Quote). The download comes with extra 
content you won’t find in the ordinary book. Check it out.

Art in the Digital Age

This video is not really related to our business at hand, but beauty needs no justification.

Laugh or Cry Department

Asimov Would Be Smiling

SF author Isaac Asimov would have loved to see current developments in microtechnology, recently 
including tiny, navigable devices that can be deployed into human blood streams for medical treatment. 

http://www.caseyresearch.com/cambridge2012
http://itunes.apple.com/us/app/ayn-rands-atlas-shrugged-a/id460533345?mt=8
http://www.angelfire.com/ak2/intelligencerreport/portraits_women.html#.TyhNo42D1m8.facebook
http://www.kurzweilai.net/fantastic-voyage-implantable-medical-device-can-propel-itself-through-bloodstream?utm_source=KurzweilAI+Weekly+Newsletter&utm_campaign=ddd975c11e-UA-946742-1&utm_medium=email
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Asimov’s adventure story, Fantastic Voyage, aside, it’s uplifting to think about how much closer medical 
technology gets every day to being able to fix almost any problem that may develop in the human body, and 
probably to significant life extension as well. 
 
Not Smiling

This video clip does not make clear why a police officer in Philadelphia tasered a 14-year-old girl who had 
apparently surrendered to him. But does it matter? This can’t be right. Doug Casey says the “slippery slope” 
leading towards a police state is getting steeper.
 
Back to Table of Contents 

End Quote 
Having just returned from a journey to a place very near what Joseph Conrad called the Heart of Darkness, 
that theme was on my mind as I searched for an appropriate quote this month. I’m also reminded of the 
Apocalypse Now quotes I included a couple months ago, that movie being based on Conrad’s book.

Did you know that even the name of the subject of both stories is the same, Kurtz, and some of the same 
lines appear in both: “The horror! The horror!”

But more to the point of mining in the Congo, Conrad speaks of the men who came to the Dark 
Continent much differently than I have in this issue of the International Speculator:

“To tear treasure out of the bowels of the land was their desire, with no more moral purpose at the 
back of it than there is in burglars breaking into a safe.”

“Hunters for gold or pursuers of fame, they all had gone out on that stream, bearing the sword, and 
often the torch...”

“These chaps were not much account, really. They were no colonists; their administration was merely 
a squeeze, and nothing more, I suspect. They were conquerors, and for that you want only brute 
force – nothing to boast of, when you have it, since your strength is just an accident arising from 
the weakness of others. They grabbed what they could get for the sake of what was to be got. It was 
just robbery with violence, aggravated murder on a great scale, and men going at it blind – as is very 
proper for those who tackle a darkness. The conquest of the earth, which mostly means the taking 
it away from those who have a different complexion or slightly flatter noses than ourselves, is not a 
pretty thing when you look into it too much.”

I don’t actually disagree with Conrad; I’m sure he was generally quite right about the Europeans who 
set out to conquer Africa. But today, the roles seem largely reversed. It’s the most ruthless of the locals 
who seize the power of the state to extract by force and fraud every speck of treasure they can from their 
brothers, always under the absurd and brutally cynical pretext of helping them. The foreigners who set out 
to seek their fortunes in Africa today aren’t saints, to be sure, but by and large their motives are honest and 
their intentions are good.

http://www.guardian.co.uk/world/video/2011/dec/15/philadephia-police-taser-girl-video
http://en.wikipedia.org/wiki/Heart_of_Darkness
http://my.caseyresearch.com/displayIsp.php?id=219#a11
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So, in seeking an antidote to this outdated, negative view of the miner-entrepreneur, I turned to Ayn Rand, 
that great defender of free enterprise. Enjoy:

“Throughout the centuries there were men who took first steps, down new roads, armed with 
nothing but their own vision.”

“A creative man is motivated by the desire to achieve, not by the desire to beat others.”

“Government ‘help’ to business is just as disastrous as government persecution… the only way a 
government can be of service to national prosperity is by keeping its hands off. “

“Money demands that you sell, not your weakness to men’s stupidity, but your talent to their reason.”

“The ladder of success is best climbed by stepping on the rungs of opportunity.”

One more. I love this one:

“The question isn’t who is going to let me; it’s who is going to stop me.”
 
Back to Table of Contents 
 
 
 



CASEY INTERNATIONAL SPECULATOR  MARCH 2012 38

Use of this content, the Casey Research website, and related sites and applications is provided under the Casey Research 
Terms & Conditions of Use. 

Unauthorized Disclosure Prohibited

The information provided in this publication is private, priveleged, and confidential information, licensed for your sole 
individual use as a subscriber. Casey Research reserves all rights to the content of this publication and related materials. 
Forwarding, copying, disseminating, or distributing this report in whole or in part, including substantial quotation of any 
portion the publication or any release of specific investment reccomendations, is strictly prohibited.

Participation in such activity is grounds for immediate termination of all subscriptions of registered subscribers deemed to 
be involved at Casey Research’s sole discretion, may violate the copyright laws of the United States, and may subject the 
violater to legal prosecution. Casey Research reserves the right to monitor the use of this publication without disclosure 
by any electronic means it deems necessary and may change those means without notice at any time. If you have 
received this publication and are not the intended subscriber, please contact service@caseyresearch.com.

Disclaimers

The Casey Research web site, Casey Investment Alert, Casey International Speculator, BIG GOLD, Casey Energy 
Confidential, Casey Energy Report, Casey Energy Opportunities, The Casey Report, Casey Extraordinary Technology, 
Conversations With Casey, Casey Daily Dispatch and Ed Steer’s Gold & Silver Daily are published by Casey Research, 
LLC. Information contained in such publications is obtained from sources believed to be reliable, but its accuracy cannot 
be guaranteed. The information contained in such publications is not intended to constitute individual investment advice 
and is not designed to meet your personal financial situation. The opinions expressed in such publications are those of the 
publisher and are subject to change without notice. The information in such publications may become outdated and there 
is no obligation to update any such information.

Doug Casey, Casey Research, LLC, Casey Early Opportunity Resource Fund, LLC and other entities in which he has an 
interest, employees, officers, family, and associates may from time to time have positions in the securities or commodities 
covered in these publications or web site. Corporate policies are in effect that attempt to avoid potential conflicts of 
interest and resolve conflicts of interest that do arise in a timely fashion.

Casey Research, LLC reserves the right to cancel any subscription at any time, and if it does so it will promptly refund 
to the subscriber the amount of the subscription payment previously received relating to the remaining subscription 
period. Cancellation of a subscription may result from any unauthorized use or reproduction or rebroadcast of any Casey 
publication or website, any infringement or misappropriation of Casey Research, LLC’s proprietary rights, or any other 
reason determined in the sole discretion of Casey Research, LLC. 

Affiliate Notice 

Casey Research has affiliate agreements in place that may include fee sharing. If you have a website or newsletter 
and would like to be considered for inclusion in the Casey Research affiliate program, please email us at http://www.
caseyresearch.com/affiliate/. Likewise, from time to time Casey Research may engage in affiliate programs offered by 
other companies, though corporate policy firmly dictates that such agreements will have no influence on any product or 
service recommendations, nor alter the pricing that would otherwise be available in absence of such an agreement. As 
always, it is important that you do your own due diligence before transacting any business with any firm, for any product 
or service. 

© Copyright 1998-2012 by Casey Research, LLC.

Disclaimer

http://www.caseyresearch.com/content/casey-research-terms-use
http://www.caseyresearch.com/content/casey-research-terms-use
mailto:service@caseyresearch.com
http://www.caseyresearch.com/affiliate/
http://www.caseyresearch.com/affiliate/

