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Ticker: MTR LN Est cash: ~US$7m Project:  T3, regional domes 
Market cap: £21m Price: 1.5p/sh Country: Botswana 
RECOMMENDATION: BUY TARGET PRICE: 2.1p/sh RISK RATING: VENTURE 

In short, we see today’s news as a triple-win for Metal Tiger. Firstly, we estimate a 38c script bid – if it 
eventuates - values MTR’s stock at 2.2p/sh including cash and exploration holding at pre-announcement 
value, an increase of 46% from its current price. Secondly, if MOD goes ahead with an equity raise, Metal 
Tiger is well funded to follow its rights and cover 30% of regional drilling, and at spot prices has double 
the leverage to exploration success of MOD with its 30% exploration asset-level holding and 24% FD 
TopCo holding. Finally, under either scenario, Metal Tiger can retain its exposure to the last under-
explored sedimentary copper belt globally.  

Proposed MOD raise and Sandfire bid interest 

MOD Resources, in which Metal Tiger owns a 24.1% fully-diluted shareholding, plus 30% of regional 
exploration holdings, has received commitments for a A$10m equity raise at A$0.30/sh vs. yesterday’s 
close of A$0.22/sh. This is to be followed by a rights issue for A$5m at 24c/sh. In addition, MOD has 
announced that Sandfire Resources (SFR AU, A$1.2bn mkt cap, ~A$220m cash, A$5.4m 3M avg. daily 
vol.) has expressed non-binding conditional interest in an all-share offer valuing MOD at A$0.38/sh. 

Our view: MOD 

We think MOD’s exploration package is world-class as it sits in one of only seven sediment-hosted 
copper belts globally and is mostly undrilled. MOD has already demonstrated exploration success here 
using geophysical methods and regional drilling, which in the past consistently supported a MOD price 
>60c and as high as 80c in 1Q17. In fact, we estimate that drilling offers more upside per share than 
taking its T3 deposit into production. This is based on an SCPe DFS post-tax project NPV8% at spot 
273c/lb of US$223m for T3, mining 50Mt @ 0.90% Cu (vs. PFS 21.4Mt @ 1.02% Cu), and lifting 
production from 3Mtpa to 4Mtpa in year four. This drops to US$170m post G&A and finance cost during 
build. Diluted for today’s equity raise, and assuming mine-build equity at 30-40c/sh and 60% gearing can 
be secured at <10% lender IRR, this equates to 29-34c/sh at build start or 35-40c/sh at production start. 

Firstly, MOD has been active on the belt since 2010, acquiring Discovery Metals’ licences three years 
ago, but regional drilling only stepped up seven months ago after permitting and airborne EM ‘unlocked’ 
the belt. Since then, all drill targets have returned significant, if not economic, copper, a testament to 
the prospectivity of the belt. Secondly, in February 2017, a single drill hole at T3 deeps added 51c or 
A$82m to MOD’s market cap at the time. Finally, if MOD used the entirety of the cash raised today to 
drill such targets, focussing on pittable <300m deep holes, this could fund ~250 regional holes, testing 
perhaps 10, 20 or even 30 targets. If one single hole from this added the same value as in 1Q17 
(A$82m), this would equate to a +A$0.27 MOD share price lift. Adding this to today’s equity-raise price 
of A$0.30/sh would value MOD at ~A$0.60/sh (~3p/sh for MTR), above the SCPe FF FD build value for 
T3, and today’s 38c interest from Sandfire. Thus, although it comes with exploration risk, we see full 
commitment to regional exploration as the best path forward for MOD and MTR. 

Our view: Metal Tiger 

Metal Tiger is now sitting in an enviable position of (i) seeing simple upside if a Sandfire bid is accepted, 
(ii) being funded to follow its rights in an equity raise or contribute to exploration, and (iii) having a 30% 
holding in the regional exploration which benefits from either scenario, and give its shares higher 
leverage to exploration upside than MOD.   
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Firstly, we estimate a A$0.38/sh transaction values Metal Tiger’s ~72m MOD shares at £15m, taking 
MTR’s value to 2.2p/sh if exploration is included at our estimated pre-announcement attributable value 
of US$12m. However, Metal Tiger would be able to either hold onto its residual stake, or could see value 
uplift should Sandfire see upside in drilling the belt. Either way puts the MTR value well over spot 
1.6p/sh.  

Secondly, MTR holds 24.1% FD in MOD, but 12.5% of issued shares. This entitles them to 2.4m rights 
shares, which at only A$570k is easily covered by the company’s treasury, and would take MTR to a FD 
20.6% of MOD. After the £6.2m equity raise in 3Q18, MTR is not only fully covered for this investment, 
but has the flexibility of funding either (or both) pro-rata 30% of regional exploration cost, or buying 
MOD shares on market, whichever is more accretive.  

Finally is the structural exposure to exploration. Post proposed equity issue, if A$82m of value was 
created from regional drilling as occurred in 1Q17, we estimate that MTR’s NAV would ~double from 
A$37m to A$72m (1.6p/sh to 3.1p/sh). For MOD, the NAV would lift by lift by ~40% from spot A$142m 
to A$198m (41c to 57c), in both cases FD for ITM options, and proposed raise, but not a mine build.  

Valuation:  

Per above we estimate a 38c bid would value MTR at 2.2p/sh vs. spot 1.5p (+46%), and we note that 
MOD’s 22.5p LSE quote equates to 40c/sh. Nonetheless, we see better upside from exploration (ie 
toward or over 60c/sh for MOD). As this is impossible to value, we maintain our valuation methodology 
for MTR, being 21% FD / 72m shares in MOD, valuing MOD on the project-level NPV for the SCPe DFS 
case for T3. Adding cash, investments and 30% holding in regional licences equates to 4.1p/sh, down 
from 4.6p/sh based on lower copper price (273c/lb from 277/lb) and MOD equity dilution. As such, we 
maintain our BUY rating, and update our 0.5xNAV PT from 4.6p to 4.2p. 

Why we like Metal Tiger 

1. Exposure to least-explored and most (recently) prospective sedimentary copper belt globally 
2. Direct leverage (30% asset and 21% TopCo) to >11,000m2 land position  
3. Indirect leverage to +8,700km2 via 50% holding in private company Kalahari Metals 
4. Regional exploration taking off, belt heating up, with MOD/MTR JV drill permits granted   
5. Proven exploration strategy: EM for domes, mag for stratigraphy, soils for prospecting 

Catalysts 

 1Q19: Closing of A$15m equity issue 

 1H19: Sandfire to table or drop A$0.38/sh equity interest in MOD 

 2Q19: T3 DFS and mining licence application 

 2019: Conceptual studies into T3 Expansion and underground mining  

 2019: Follow up drilling at T4 and T23 dome 

 2019: Infill T3 to complete  
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Ticker:    MTR LN Share price: 1.52p/sh Market P/NAV (MOD): 0.42x Recommendation: BUY

Author:   Brock Salier Market cap: £20.5m Market P/NAV  (MTR): 0.40x Price target: 2.3p/sh

Commodity price CY19E CY20E CY21E CY22E CY23E Resource / Reserve Mt Cu % Mt Cu %

Copper price (US$/lb) 2.73 2.73 2.73 2.73 2.73 Meas., Indicated & Inferred: 60.1 0.98% T1 global: 2.7 2.00%

1xNAV project valuation*: MOD US$m FD o/ship NAVx A$/sh Reserves: 21.4 1.02%

T3 project NPV8% 273c/lb: SCPe DFS case* 223 100% 1.0x 0.88 Project financing Company financing

Exploration^ 23 70% 1.0x 0.06 Min capex (US$m) 193 Gearing (%) 60%

Cash (SCPe 4Q18) 7.3 100% 1.0x 0.03 Drilling/FS cost (US$m) 10 Build equity raised (US$m) 101

246 0.98 G&A + finance cost (US$m) 22 Spot price (MOD, A$/sh) 0.23

*Build start, ex fin. cost and G&A, dil. for options not mine build; ^per MOD/MTR arb Working capital (US$m) 6 Equity issue premium (%) 33%

Project valuation: MTR US$m FD o/ship NAVx p/sh Min. build finance (US$m) 231 Share issue price (A$/sh) 0.30

Holding in MOD* 246 21% 1.0x 2.92 Share data Basic (m) FD (m) FD with mine build equity (m)

Cash (MTR, SCPe 4Q18) 6.9 100% 1.0x 0.40 MOD 302.7 351.4 819.9 (post 1Q19 equity)

Project-level exploration holding^ 22.9 30% 1.0x 0.40 Metal Tiger 1,350 1,350 1,350

MTR investments 1.8 100% 1.0x 0.11 Ratio analysis (MOD) CY19E CY20E CY21E CY22E CY23E

66 3.82 Average shares out (m) 749 866 866 866 866

*72m MOD shares x US$257m NAV above; ^Implied by spot MOD share price EPS (USc/sh) -          -          0.3 3.9 3.9

Asset value: 1xNPV project  @ build start (US$m, ungeared)* CFPS before w/c (US$/sh) -          -          -          5.3 3.5

MOD NAV (US$m) $2.25lb $2.50lb $2.73lb $3.00lb $4.00lb EV (US$m) 41.9 79.8 125.7 187.1 290.0

10% discount 55 132 192 244 426 FCF yield (%) -          -          -          33% 22% 

8% discount 88 176 246 306 516 PER (x) -          -          3.7x 0.30x 0.31x

6% discount 128 231 313 383 627 P/CF (x) -          -          -          3.1x 4.6x

Ungeared project IRR: 12% 18% 22% 24% 30% EV/EBITDA (x) -          -          7.2x 3.8x 6.1x

Metal Tiger look through (p/sh) $2.25lb $2.50lb $2.73lb $3.00lb $4.00lb Income stmt (MOD) CY19E CY20E CY21E CY22E CY23E

10% discount 1.5 2.5 3.2 3.8 6.0 Revenue (US$m) -          -          94.6 146.0 146.0

8% discount 1.9 3.0 3.8 4.5 7.0 COGS (US$m) -          -          60.0 72.0 76.8

6% discount 2.4 3.6 4.6 5.4 8.3 Gross profit  (US$m) -        -        34.6 74.0 69.2

*Project level NPV, excl finance costs and central SGA, discounted to build start Admin (US$m) 3.3 3.7 3.7 3.7 3.7

Spot MTR valuation D&A, attrib (US$m) -          -          11.7 16.8 15.6

Spot MTR valuation A$m FD o/ship NAVx p/sh Finance cost (US$m) 3.4 13.6 12.6 9.9 7.1

Value of MOD holding 29.9 100% 1.0x 1.23 Tax (US$m) -          -          3.9 9.6 9.4

Implied 30% expl'n cash and investments 6.9 100% 1.0x 0.28 Net income (US$m) (6.7) (17.2) 2.8 34.1 33.4

37 1.52 Cash flow stmt (MOD) CY19E CY20E CY21E CY22E CY23E

Sensitivity of above MTR value to T3 and exploration value uplift* EBIT (US$m) (3.3) (3.7) 19.2 53.6 49.9

MTR value (p/sh)          T3 value: US$29m US$50m US$75m US$100m US$200m Add back D&A (US$m) -          -          11.7 16.8 15.6

Exploration value: US$27m  0.85 1.10 1.40 1.70 2.88 Less tax + net interest  (US$m) (3.4) (13.6) (16.5) (19.5) (16.5)

Exploration value: US$50m  1.04 1.29 1.59 1.89 3.07 Net change in wkg cap (US$m) -          -          (18.5) (0.8) 0.3

Exploration value: US$75m  1.25 1.50 1.80 2.09 3.28 Cash flow ops (US$m) (6.7) (17.2) (4.1) 50.1 49.3

Exploration value: US$100m 1.46 1.71 2.00 2.30 3.49 PP&E - build + sust. (US$m) (32.9) (160.5) (4.6) (4.6) (18.9)

Exploration value: US$200m 2.29 2.54 2.83 3.13 4.32 PP&E - expl'n (US$m) (6.4) -          -          -          -          

*T3 and expl'n on 100% basis, per share diluted for options not mine-build Cash flow inv. (US$m) (39.4) (160.5) (4.6) (4.6) (18.9)

Production (Y1 from 3Q20) CY21 CY22 CY23 CY24 CY25 Share issue (US$m) 110.9 -          -          -          -          

Production (000t Cu) 16 25 25 29 34 Debt draw (repay) (US$m) 100.7 50.3 (22.7) (30.2) (30.2)

C1 cost (US$/lb Cu) 1.67 1.30 1.39 1.43 1.46 Cash flow fin. (US$m) 211.5 50.3 (22.7) (30.2) (30.2)

AISC cost (US$/lb Cu) 1.80 1.38 1.47 1.51 1.53 Net change in cash (US$m) 165.5 (127.4) (31.3) 15.3 0.2

C3 cost (US$/lb Cu) 2.13 1.68 1.75 1.80 1.84 Balance sheet (MOD) CY19E CY20E CY21E CY22E CY23E

AISC = C1 + sustaining capex + central G&A, C3 = AISC + depreciation Cash (US$m) 170.7 43.3 12.0 27.3 27.5

Acc rec. + inventories (US$m) 0.6 0.6 22.7 23.9 23.8

PP&E (US$m) 34.6 195.1 188.0 175.8 179.0

Others (US$m) 37.3 37.3 37.3 37.3 37.3

Total assets (US$m) 243.2 276.3 260.0 264.2 267.7

Debt (US$m) 100.7 151.0 128.4 98.2 68.0

Accounts payable (US$m) 1.4 1.4 5.0 5.3 5.6

Others (US$m) 4.6 4.6 4.6 4.6 4.6

Total liabilities (US$m) 106.6 157.0 137.9 108.0 78.1

Shareholders' equity (US$m) 189.1 189.1 189.1 189.1 189.1

Retained earn'gs + rsvs (US$m) (52.4) (69.7) (66.9) (32.8) 0.6

Non-controlling interest (US$m) (0.2) (0.2) (0.2) (0.2) (0.2)

Liabilit ies + equity (US$m) 243.2 276.3 260.0 264.2 267.7

Source: SCP estimates
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Disclosures & Disclaimers  

This research report (as defined in IIROC Rule 3400) is issued and approved for distribution in Canada by Sprott Private Wealth LP (“SPW”), an 
investment dealer operating its business through its two divisions, Sprott Private Wealth LP and Sprott Capital Partners (“SCP”). Sprott Private 
Wealth is a member of the Investment Industry Regulatory Organization of Canada (“IIROC”) and the Canadian Investor Protection Fund 
(“CIPF”). The general partner of SPW is Sprott Private Wealth GP Inc. and SPW is a wholly-owned subsidiary of Sprott Inc., which is a publicly 
listed company on the Toronto Stock Exchange under the symbol “SII”. Sprott Asset Management LP (“SAM”), a registered investment manager 
to the Sprott Funds and is an affiliate of SPW.  

This research report is provided to retail clients and institutional investors for information purposes only. The opinions expressed in this report 
are the opinions of the author and readers should not assume they reflect the opinions or recommendations of SPW’s research department. 
The information in this report is drawn from sources believed to be reliable but the accuracy or completeness of the information is not 
guaranteed, nor in providing it does SPW and/or affiliated companies or persons assume any responsibility or liability whatsoever. This report is 
not to be construed as an offer to sell or a solicitation of an offer to buy any securities. SPW accepts no liability whatsoever for any loss arising 
from any use or reliance on this research report or the information contained herein.  

Past performance is not a guarantee of future results, and no representation or warranty, expressed or implied, is made regarding future 
performance of any security mentioned in this research report. The price of the securities mentioned in this research report and the income 
they generate may fluctuate and/or be adversely affected by market factors or exchange rates, and investors may realize losses on investments 
in such securities, including the loss of investment principal. Furthermore, the securities discussed in this research report may not be liquid 
investments, may have a high level of volatility or may be subject to additional and special risks associated with securities and investments in 
emerging markets and/or foreign countries that may give rise to substantial risk and are not suitable for all investors.  

SPW may participate in an underwriting of, have a position in, or make a market in, the securities mentioned herein, including options, futures 
or other derivatives instruments thereon, and may, as a principal or agent, buy or sell such products.  

Dissemination of Research:  
SPW’s research is distributed electronically through email or available in hard copy upon request. Research is disseminated concurrently to a 
pre-determined list of clients provided by SPW’s Institutional Sales Representative and retail Investment Advisors. Should you wish to no longer 
receive electronic communications from us, please contact unsubscribe@sprott.com and indicate in the subject line your full name and/or 
corporate entity name and that you wish to unsubscribe from receiving research.  

Research Analyst Certification:  
Each Research Analyst and/or Associate who is involved in the preparation of this research report hereby certifies that:  

 The views and recommendations expressed herein accurately reflect his/her personal views about any and all of the securities or 
issuers that are the subject matter of this research report; 

 His/her compensation is not and will not be directly related to the specific recommendations or view expressed by the Research 
analyst in this research report; 

 They have not affected a trade in a security of any class of the issuer within the 30-day period prior to the publication of this 
research report; 

 They have not distributed or discussed this Research Report to/with the issuer, investment banking group or any other third party 
except for the sole purpose of verifying factual information; and  

 They are unware of any other potential conflicts of interest.   

UK Residents:  
Sprott Partners UK Limited is an appointed representative of PillarFour Securities LLP which is authorized and regulated by the Financial 
Conduct Authority. This document has been approved under section 21(1) of the FMSA 2000 by PillarFour Securities LLP (“PillarFour”) for 
communication only to eligible counterparties and professional clients as those terms are defined by the rules of the Financial Conduct 
Authority. Its contents are not directed at UK retail clients. PillarFour does not provide investment services to retail clients.  
 
PillarFour publishes this document as non-independent research which is a marketing communication under the Conduct of Business rules. It 
has not been prepared in accordance with the regulatory rules relating to independent research, nor is it subject to the prohibition on dealing 
ahead of the dissemination of investment research. It does not constitute a personal recommendation and does not constitute an offer or a 
solicitation to buy or sell any security. Neither Sprott nor PillarFour nor any of its directors, officers, employees or agents shall have any liability, 
howsoever arising, for any error or incompleteness of fact or opinion in it or lack of care in its preparation or publication; provided that this 
shall not exclude liability to the extent that this is impermissible under the law relating to financial services. All statements and opinions are 
made as of the date on the face of this document and are not held out as applicable thereafter. This document is intended for distribution only 
in those jurisdictions where PillarFour is permitted to distribute its research.  
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Sprott Private Wealth’s Explanation of Recommendations: 

Should SPW issue research with recommendations, the research rating guidelines are based on the following recommendations:  

BUY: The stocks total returns are expected to be materially better than the overall market with higher return expectations needed for more 
risky securities markets 

NEUTRAL: The stock’s total returns are expected to be in line with the overall market  

SELL: The stocks total returns are expected to be materially lower than the overall market  

TENDER: The analyst recommends tendering shares to a formal tender offering 

UNDER REVIEW: The stock will be placed under review when there is a significant material event with further information pending; and/or 
when the research analyst determines it is necessary to await adequate information that could potentially lead to a re-evaluation of the rating, 
target price or forecast; and/or when coverage of a particular security is transferred from one analyst to another to give the new analyst time 
to reconfirm the rating, target price or forecast.  

NOT RATED ((N/R): The stock is not currently rated  

 

Research Disclosure Response 

1 SPW and its affiliates collectively beneficially owns 1% or more of any class of the issuer's equity securities1 YES 

2 The analyst or any associate of the analyst responsible for the report or recommendation or any individual directly 
involved in the preparation of the report holds or is short any of the issuer's securities directly or through derivatives  

NO 

3 A SPW partner, director, officer or analyst involved in the preparation of a report on the issuer, has during the preceding 
12 months provided services to the issuer for remuneration other than normal course investment advisory or trading 
execution services  

NO 

4 SPW has provided investment banking services for the issuer during the 12 months preceding the date of issuance of the 
research report or recommendation 

YES 

5 Name of any director, officer, employee or agent of SPW who is an officer, director or employee of the issuer, or who 
serves in an advisory capacity to the issuer  

NO 

6 SPW is making a market in an equity or equity related security of the issuer  NO 

7 The analyst preparing this report received compensation based upon SPW's investment banking revenue for the issuer NO 

8 The analyst has conducted a site visit and has viewed a major facility or operation of the issuer  YES 

9 The analyst has been reimbursed for travel expenses for a site visit by the issuer  NO 
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