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Investment Data  

Share Price (cents) 35 

Ord Shares (m) 67 

Market Cap ($'m) 23.6 

Enterprise Value ($'m) 16.6 

Options (m) 4 

Net Cash (Jun 2008) $7m 

52 week Low/High (cents) 22 / 121   

Directors & Officers  

Mark Sumich Managing Director 

David Sumich Non-Exec Chairman 

Peter van der Borgh Technical Director   

Major Shareholders  

Mark Sumich  9.3% 

TPG  Axon 8.9%   

State One Stockbroking Ltd 

Head Office 

Level 14, State One House 

172 St George's Terrace 

Perth WA 6000 

Perth Tel: (+61 8) 9288 3388 

Sydney Tel: (+61 2) 9024 9105 

Email: broker@stateone.com.au 

Web: www.stateone.com.au      

Analyst 
Sam Berridge 
Tel: +61 8 9288 3302 
Email:

 

sberridge@stateone.com.au

 

Molybdenum, Vanadium ?      

The Company  

Globe Metals & Mining is an exploration company focusing on targets in 
Southern Africa and South America. Floated in December 2005 the initial 
focus for the company was on its uranium prospects in Western Australia. 
Shortly after listing Globe acquired additional projects in Malawi and 
Argentina, a move that has resulted in the discovery of the 56.4 million tonne 
world class Kanyika deposit.   

Results of scoping study indicate $1.1bn free cash flow over 20 year 
mine life.   

 

Globe Metals & Mining recently released the results of a scoping study 
investigating the development of the Kanyika niobium-zircon-tantalum 
deposit in Malawi.   

 

The study was completed by international mining and mineral 
consultants Coffey Mining.  

Key Findings of Study:  

 

20 year mine life 

 

US$3bn revenue and US$1.1bn free cash flow 

 

US$177m upfront capex 

 

Relatively modest commodity price assumptions 

 

<2yr payback capital payback period  

Scoping study commodity price assumptions 

Prices Scoping Study Current Spot 
Applied 
discount 

FeNb US$ 35/kg US$ 55/kg 57.1% 
Nb2O5 US$ 10/lb US$ 13/lb 30.0% 
Ta2O5 US$ 45/lb US$ 47/lb 4.4% 
ZrSiO4 (zircon) US$ 600/tonne US$ 800/tonne 33.3% 

 

Upside  

 

No revenues attributed from uranium production. Further 
metallurgical test work to confirm uranium extraction method will 
likely result in an additional US$5 to US$20 million in annual 
revenue.  

 

40% of operating cost attributable to diesel power generation. 
Development of coal and hydropower schemes proximal to project 
location indicates likelihood of grid power availability.  

 

Current drilling to expand resource to the north and south along 
strike and at depth. 

 

Results pending from Livingstonia Uranium Project to follow up 5m 
at 576ppm U3O8 and 15m at 402ppm U3O8 firstpass intersections.   

 
Market Update  Scoping study results released 
Speculative Buy Maintained  Price target ($1.00) 

Niobium (Nb) 

 

An important steel additive for cranes, 
bridges, automotive, pipeline and aerospace applications. 

 

http://www.stateone.com.au
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Kanyika Inferred Resource   

Drilling is currently being completed on the Kanyika 
resource to test mineralisation extensions to the north and 
at depth as well as infill previous drill sections to check the 
continuity of ore.   

A previous investigation of drill sections (currently at 100m 
spacing along strike) found mineralisation to be consistent 
between sections, supporting a high level of confidence in 
the continuity of mineralisation within the current resource 
envelope. Current drilling at 50m intervals along strike is expected to confirm these assumptions.   

Metallurgical Findings   

The recently completed scoping study assumed metallurgical recoveries that have been previously achieved in 
lab testing. However, advice received from consultants indicates that recoveries of 75% in the concentrate stage 
are achievable.   

Currently, the flow sheet assumes that uranium will be concentrated in an aluminium slag produced as a by 
product of the ferro niobium (FeNb) smelting process. The uranium concentration in slag would be an order of 
magnitude above current economic grades from uranium mining (~500ppm open pit) and thus it is likely that fine-
grinding and acid leach extraction of uranium would be economically viable. However, as this process has not 
been fully tested and quantified, revenues from uranium have been excluded from the scoping study results.   

  

Power Generation   

There is currently a power shortage in Malawi and the Southern Africa region. There are currently private and 
government initiatives in place to meet the growing power demand. Both proposed coal and hydroelectric projects 
are planned for areas proximal to the Kanyika project. In this regard, Riversdale Mining has recently obtained 
licences to start building a US$2 billion coal fired power station to produce 2,000MW of power in Mozambique  
(neighbouring Malawi). Power produced will contribute to the Southern African Power Pool (SAPP) which includes 
12 southern Africa countries, including Malawi.    

The Kanyika deposit is located 50km from grid power and should capacity become available it would represent an 
approximate 20-30% operational cost saving.           

(1,500ppm Nb2O5 cut-
off) 

Tonnes 
(Mt) 

Grade 
(ppm) 

Metal 
(tonnes) 

Niobium (Nb2O5) 56.4

 
2600

 
145,500

 
Uranium (U3O8) 56.4

 
70

 
4,000

 
Tantalum (Ta2O5) 56.4

 
120

 
6,700

 

Zircon (ZrSiO4) 56.4

 

4800

 

272,400

 

Total 

   

Metallurgical Recoveries 
To heavy mineral concentrate 

Niobium 
(Nb2O5) 72.90% 
Uranium 
(U3O8) 72.90% 
Tantalum 
(Ta2O5) 65.90% 
Zircon 
(ZrSiO4) 85%   

Downstream Processing 
Niobium 
(Nb2O5) 90% 
Uranium 
(U3O8) 90% 
Tantalum 
(Ta2O5) 90% 
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Mining Parameters   

The optimal production scenario is for mining to take place at 6.65Mtpa to provide 3.5Mtpa of mill feed. The 
following parameters we determined by Coffey Mining as optimal for project profitability.  

Item Input 
Mining 6.65Mtpa 
Stripping ratio 0.9 
Mill feed 3.5Mtpa 
Mining Cost US$2.40  
Heavy mineral concentration US$16 
Downstream (concentrate) processing  US$100/t 
Unit processing cost US$13/t 
Transport cost US$0.15 

 

Financials   

Additional assumptions based on agreements struck by Paladin Energy Ltd (PDN) for the development of its 
Kayelekera Uranium Project, Malawi, that were made for NPV calculation include:   

Royalties US$ 1.5% for the first three years then 
3.0% there after  

Taxes 27.5% 
Government  15% carried interest 

  

Based on the input figures disclosed in the feasibility, study the following NPV s have been calculated for various 
scenarios;   

Assumption 
NPV at 10% 
discount* 

As per GBE scoping study US$ 366 
+ uranium revenues (US$ 50/lb) US$ 486 
+ grid power  US$ 600 

*NPV calculated on free cash flows after tax and debt repayment, plus depreciation and amortisation  

The figures indicate that even with a sizable discount for development risk of the Kanyika Project, the contrast 
between the current enterprise value of Globe Metals & Mining (AUD$ 16.6m) and project net present value is 
striking.   

Work Ahead  

As noted above, the onus is now on Globe s board to push forward with the project development such that market 
focus is drawn to the gaping disparity between project value and Globe market capitalisation. Part of this may be 
attributed to market unfamiliarity with niobium, offering an opportunity for informed market participants. On 
Globe s agenda for the next six months is;   

 

Drilling to upgrade resource status and extend areas of open mineralisation. 

 

Metallurgical work to further refine processes and validate flow chart. 

 

Samples produced from metallurgical work will be supplied to potential customers 

 

Marketing of project and products to secure off take agreement 
o Formation of strategic alliance.   

Recommendation   

On the basis of the scoping study results State One reaffirms its speculative buy recommendation with a price 
target of $1.00. We expect that a market re-rating will take place over the coming months as promotion of the 
scoping study results filters through the market. A further reassessment of GBE will be completed upon securing 
an off-take agreement or financing arrangement.   
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Appendix 1.0  Niobium   

Uses

  
Niobium is used as an additive to produce 
high-strength low-alloy steels (HSLA). Such 
steels are used in cars, trucks, cranes, 
bridges, oil pipelines and other instances 
where increased tensile strength, corrosion 
and pressure resistance are required. Niobium 
is also used in a number of super-alloy 
products such as turbines for the aerospace 
industry.  

Substitutes

   

Both molybdenum and vanadium can be used 
to achieve similar properties in steel. However, 
both molybdenum and vanadium prices have 
been rising due to increased demand for high-
end steel products. So until the niobium price 
starts to approach the price for vanadium and 
molybdenum it is unlikely that substitution by 
those materials would have an adverse effect 
on the niobium price.    

Market

  

The niobium market is dominated by Brazilian 
company CBMM, who produce 75% of the 
world supply. To date CBMM have be keeping up with rapid growth in global demand but there are signs that they 
are beginning to encounter production bottlenecks, which has lead to recent niobium price spikes. Theoretically, 
should Kanyika go into production its contribution to global niobium supply will be less than 5%. This amount 
equates to approximately 6 months growth in global demand based on recent global consumption increases.  

There are three main niobium end products produced world wide, niobium concentrate, ferro niobium and niobium 
oxide. Niobium and ferro niobium concentrates (approximately 30% Nb2O5 or FeNb by weight respectively) are 
readily marketable to refineries in Europe and China. Pure niobium oxide is a much higher value product but has 
limited marketability to a few specialised electronics manufacturers, although this market is expanding.  

The presence of uranium could potentially be a marketing problem for Globe. However there are processes 
available such as pyromet and acid leach systems that should effectively remove the uranium as a separate 
saleable product.    

Growth

  

Growth in the niobium can be thought of as a proxy for growth in the steel market due to:  

 

85% of all niobium is used in the steel industry 

 

10% of all steel products contain niobium  

The growth in demand for steel alloy products can be observed in the price rises of molybdenum and vanadium 
over the last 5 years. The trend in niobium prices is following this pattern with a reported 38% increase in demand 
in 2006 and the price moving steadily away from its long term average of US$7/lb for raw concentrate (Globe 
intends to produce ferro niobium, a value added product). Whilst there is no formal spot market for niobium, there 
have been reports of sales at US$26/lb.  

Product 
Concentrate 

Price (US$/lb of 
contained metal) 

Molybdenum  $30 - $33 

Vanadium  $15 - $17 
Niobium  $10 - $12 

Ferro Niobium $30 - $35 

Source: GBE 
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Appendix 2.0  Kanyika Niobium Project   

Company Background   

Post securing tenure in Argentina and Malawi, exploration progressed rapidly on both projects. Walk-up targets in 
Malawi were quickly identified courtesy existing radiometric and geophysical information flown by the United 
Nations Development Programme. This data coupled with strong geological expertises and management lead to 
the cheap (AUD$ 3 million over 2 years) and fast discovery of the Kanyika deposit. Whilst initial results from 
Argentina showed promise, the potential for a world class deposit was ambiguous and thus the Argentinean 
projects were mothballed in favour of Malawian pursuits.   

Mineralisation at Kanyika was confirmed via rock chip samples (up to 6.86% Nb, 0.61% Ta and 0.29% U3O8) and 
trench sampling. Additional work on the Livingstonia license 300km to the north also identified three uranium 
mineralisation occurrences on the Chombe, Chiweta and Bunga prospects. Whilst the company s focus is now on 
developing the Kanyika deposit, the Livingstonia project remains a significant target in its own right.   

Political Risk  

Malawi was granted independence from the British in 1963 and officially declared a republic in 1966. Post 
independence Malawi entered a period of one party rule. Mounting pressure from the churches and the 
international community led to a referendum in 1993 in which the Malawian people voted overwhelmingly in 
favour of multi-party democracy. Elections were held without incident the following year. Malawi saw its first 
transition between democratically elected presidents in 2004.   

Of significance is that throughout the various transitions of governance in recent history, at no time since 
independence has Malawi deteriorated into civil unrest. This was likely to be one of many considerations taken 
prior to Paladin Energy (PDN) securing bank approval for $US 167 million project finance for their Kayelekera 
Uranium Project in northern Malawi.   

The Deposit  

Globe Metals & Mining released the Kanyika resource in two parts. The 
first was of the whole 56.4 million tonne resource as it stands currently. 
The second was calculated at a higher niobium cut off grade to give a 
quantitative figure relating to a higher grade outcropping region of the 
deposit which would likely be mined first in the event of the resource 
meeting economic requirements.                   

The lower cut-off grade of 1500ppm was generated from investigation of 
the economics of various other niobium deposits taken into context with 
Kanyika deposit characteristics. No cut off grade was applied to the 
uranium, tantalum or zircon content as niobium is the primary source of 
value and therefore niobium grades will determine the boundaries of 
economic viability.   

(3000 ppm 
Nb2O5 cut-off) 

Tonnes 
(Mt) 

Grade 
(ppm) 

Metal 
(tonnes) 

Nb2O5 14.1

 

3700

 

52,500

 

U3O8 14.1

 

100

 

1,400

 

Ta2O5 14.1

 

160

 

2,300

 

ZrSiO4 14.1

 

5700

 

80,600

  

(1,500ppm 
Nb2O5 cut-off) 

Tonnes 
(Mt) 

Grade 
(ppm) 

Metal 
(tonnes) 

Nb2O5 56.4

 

2600

 

145,500

 

U3O8 56.4

 

70

 

4,000

 

Ta2O5 56.4

 

120

 

66,000

 

ZrSiO4 56.4

 

4800

 

272,400

  

Containing:  

Source: GBE 
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A high grade cut-off of 15,000ppm for niobium, 900ppm for uranium, 750ppm for tantalum and 25,000ppm for 
zircon were applied. The purpose of high grade cuts is to prevent the resource from being unduly influenced by 
isolated high grade, unrepresentative samples.  

Geology  

The Kanyika deposit is characterised by an alkalic granitoid intrusion into gneissic country rock. The granite unit is 
more resistant to weathering and consequently sticks out of the ground and has been mapped over 3.5km of 
strike by Globe geologists, whilst Malawian government reports allude to up to 8km of strike under cover.  
Currently the resource covers 2. 1km of the 3.5km of  observable out crop.   

  

One of the encouraging characteristics of the deposit is the continuity of grade 
along strike and down dip. The majority of the host granitoid is mineralised with 
limited, discrete zones of internal waste. Higher grades are hosted in late stage 
pegmatitic melts which have concentrated reducing elements resulting in greater 
concentrations of the niobium ore mineral, pyrochlore, Na,Ca)2Nb2O6(OH,F)). 

Pyrochlore also hosts the tantalum and uranium. 
Zircon exists as its own ore mineral (ZrSiO4).  

To the south of the deposit two drill holes have 
confirmed mineralisation in the same host unit 
1km to the south of the resource envelope. The 
continuity of mineralisation within the resource, 
which is open to the north and the south, infers 
that a further 1km of outcropping mineralised 
strike is waiting to be drilled and added to 
the resource .   

At the northern and southern extents of the 
mapped granitoid further extensions are masked 
by soil cover. Whilst the host unit does thin out 
in both directions, extensions under cover are 
probable.        


