
By the time you
read this we’ll know if
we experienced a ‘non
traditional’ late sum-
mer rally, meaning
prior to Labour Day,
in which case I will
have taken profits. If
not then I’ve bought,
as I think the bulls
have a way to run yet. 

This Bayswater/Pathfinder (PHR:TSX-
V) merger over in the uranium patch looks
interesting. I’ve followed Pathfinder since
they were trading at $0.15/share. The

merged entity, Bayswater Uranium
(BAY:TSX-V), will have huge claim
groups in Canada’s Labrador and North-
west Territories, plus West Africa. I think
it’s a good fit. I’m reminded of a similar
merger in the gold sector back in the mid

1990s that formed Kinross Gold (K:TSX),
and took it to world class producer status. If
the fundamentals for uranium keep ticking
along we could see this deal expand in
scale and value in the months to come. The
merger should also draw the attention of

institutional investors. Pathfinder shares
rallied nicely following its announcement
in April; they rallied again last July after
taking a beating in June. 

My problem with Pathfinder in the early
days was the same as with all other juniors:
the lack of liquidity. Hopefully the com-
bined boards will work together to create a
higher profile and following and greater
daily average trading volume. In the mean-
time, I’m bidding for PHR stock and hop-
ing for more acquisition announcements,
especially those that create earnings or at
least cash flow, in the near future.

But finding a true ‘bargain’ in this mar-
ket is challenging for acquisitive compa-
nies as well as investors. Everybody is
cashed up and drilling. Many are already
issuing glowing reports of gold, copper,
uranium, kimberlite, molybdenum, zinc or
nickel mineralization. Many will also be
issuing geological reports or ‘feasibility’
studies on recovering the minerals. 

In this market I think acquisitive compa-
nies as well as investors need to be extra
careful interpreting the data from explo-
ration and so-called economic projects.
Reports of visible gold, or grades of invisi-
ble gold recoverable from heap leaching
methods, are next to meaningless in the
early stages of a drilling program. They are
certainly encouraging, yes. But the drillers
are still a long way from calculating a
reserve. For that they need grades from
multiple drilling phases. 

With respect to advanced projects, some
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     Past producing mine, 
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DEPTH AND INTERNATIONAL EXPERIENCE ON BOARD
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companies claim to have completed feasi-

bility studies, but in many cases I’ve

found it difficult to lay my hands on the

actual data. When I’ve asked for it, I’m

often told that the study is really prelimi-

nary, and that a ‘bankable’ study is in the

works and due out soon. 

The last example of this stemmed from

a conversation I had with Barrick on one

of its copper-gold projects in South Amer-

ica. Barrick’s website said the project was

fully permitted (bilaterally) and feasibility

had been completed. When I inquired fur-

ther, I was told that permitting still had to

be received from

Argentina, and the

feasibility study

was being revised

to account for fluc-

tuating copper/gold

prices.
I was surprised to

hear this from Bar-

rick, one of the

world’s biggest producers. The lack of

permitting from Argentina is more than a

mere detail in my opinion … that country

has been known to nix industrial projects

for environmental reasons, and recently

too. In other words, I don’t think the per-

mitting is a slam-dunk. 

As for the study itself, I think Barrick

may be holding onto that for the purpose

of doing a later recalculation of the prop-

erty’s value, which makes sense. The

longer you leave the ore in the ground

during a rising market, the more valuable

it becomes. In fact, I believe you can find

companies who already know they have

substantial value in the ground, and are

merely waiting for gold prices to peak

before drilling it off and announcing the

grades. These stocks really are slam

dunks, and there are ways of finding them. 

With respect to feasibility studies, it’s

really only the bankable version I’m inter-

ested in, since it lays out the scale of the

project, the cost of recovering the miner-

als, and the payback associated with min-

ing it. From that you can get a rough value

of the company and its value per share.

The company uses this data to raise the

millions it needs in mine financing. Per-

sonally, I’m wary of any data floated by a

company to raise money from the public

market. I’m inclined to trust the bank’s

judgement more than investors. 

Some companies I know have com-

pleted full feasibility on projects with

small or marginally economic reserves.

I’m wary of these

too. High mineral

prices have made

these projects eco-

nomic over the

short term, but a

subsequent drop in

prices could render

them uneconomic

just as quickly. And

prices will drop, although I believe the

gold price at least will go higher before it

goes lower. And what does the company

do when they’re mined out after a few

years? “We’ll find more…” is the cheerful

refrain from the friendly folks in Investors

Relations. “There are lots of properties on

trend where we can find additional

reserves.” I have a little trouble accepting

that at face value, and I tend to be suspi-

cious of anyone who repeats it. If t
he ore

is not in the proven category of the calcu-

lations, then it really doesn’t exist in eco-

nomic terms. 

Be careful out there!

Editor Kevin Barker lives in Latin

America where he is seeking the world’s

next billion-dollar mineral discovery.

Contact him at barkerletter@gmail.com.

The BarkerLetter celebrates its 10th

anniversary in 2006! 
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