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Welcome to 
Spotlight, a bonus 
magazine which is 

distributed eight times a year 
alongside your digital copy of 
Shares.

It provides small caps with 
a platform to tell their stories 
in their own words and this 
edition is dedicated to the 
natural resources space.

The company profiles are 
written by the businesses 
themselves rather than by 
Shares journalists.

They pay a fee to get their 
message across to both 
existing shareholders and 
prospective investors.

These profiles are paid-

for promotions and are not 
independent comment. 
As such, they cannot be 
considered unbiased. 
Equally, you are getting the 
inside track from the people 
who should best know the 
company and its strategy.

Some of the firms profiled 
in Spotlight will appear at our 
investor evenings in London 
and other cities where you get 
to hear from management 
first hand.

Previous issues of Spotlight 
are available on our website. 

Click here for details of 
upcoming events and how 
to register for free tickets.

Introduction

Shares Spotlight is a mix 
of articles, written by 
Shares magazine’s team of 
journalists, and company 
profiles. The latter are 
commercial presentations 
and, as such, are written by 
the companies in question 
and reproduced in good faith.

Members of staff may 
hold shares in some of the 
securities written about in 
this publication. This could 
create a conflict of interest. 
Where such a conflict 
exists, it will be disclosed. 
This publication contains 
information and ideas which 
are of interest to investors. 
It does not provide advice 
in relation to investments or 
any other financial matters. 
Comments in this publication 
must not be relied upon by 
readers when they make 
their investment decisions. 
Investors who require advice 
should consult a properly 
qualified independent adviser. 
This publication, its staff and 
AJ Bell Media do not, under  
any circumstances, accept 
liability for losses suffered by 
readers as a result of their 
investment decisions.

DISCLAIMER
IMPORTANT
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I nterruptions to Vale’s Brazilian 
operations, after the collapse 
of a tailings dam in January 

2019 caused the death of more 
than 200 people and took more 
than 30m tonnes of annual 
iron ore production out of the 
market, are partly to blame for 
iron ore price increases earlier 
this year. Vale subsequently 
received authorisation to                            
restart its Brucutu mine, but at 
the same time Rio Tinto, one 
of the world’s largest iron ore 
extractors, cut its production 
estimates, not for the first time 
this year.

This comes after Cyclone 
Veronica and fires in the Pilbara 
region in Western Australia 
combined to disrupt output 
in the world’s largest iron ore-
producing region. All in all,  
three of the big four iron ore 
producers cut their production 
forecasts for 2019.

The disruptions in supply   
were not alleviated by a 
decrease in demand, as steel 
production in China (which 
imports c 70% of the world’s 
seaborne iron ore) rose to record 
levels, driven by consumption 
in the infrastructure sector 
and notwithstanding new 
environmental regulations being 
imposed on the steel mills.

The price of iron ore reached 

a five-year peak in June 2019, 
driven by supply disruptions and 
increased demand.

HOW DO WE EXTRACT AND 
CONCENTRATE IRON ORE?
Iron ore extraction uses 
traditional surface, or open pit, 
mines. Pit crushing machines 
then pulverise the ore and 
separate impurities like sand   
and clay.

The crushed ore must then 
be purified/concentrated to 
increase the proportion of iron 
in a process of beneficiation. 
Various methods are used in 
beneficiation, most notably, 
gravity separation and flotation 
(for haematite – see below) 
and magnetic separation (for 
magnetite).

A number of beneficiation 
techniques fall under the    
banner of gravity separation, 
ranging from shaking surfaces, 
not unlike a complex version 
of panning for gold, to gravity-
assisted centrifuges, pinched 
spirals and jigs.

In jigging, pulverised ore is 
suspended in water and pulses of 
pressure are used to push the ore 
upwards. The lighter, unwanted 
minerals fall more slowly, while 
the heavier iron settles more 
quickly, separating products in 
the ore according to density.

Understanding 
the iron ore 
market
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So far, iron beneficiation 
appears to be a mostly 
mechanical process, but 
with flotation it becomes a 
chemical one. In flotation, 
chemicals are mixed with 
water and crushed ore. The 
chemicals make minerals 
hydrophobic (unable to adhere 
to water), but allow them to 
attach to bubbles formed by a 
(chemical) frother.

Depressants can then be 
added to cause some minerals 
to repel the bubbles. Flotation 
of iron ore can thereby be 
achieved either by floating 
the iron onto the froth, where 
it is concentrated, or leaving 
it in the liquid and floating off 
unwanted minerals. Another 
common method of iron ore 
concentration, magnetic 
separation, uses magnets 
to shift and concentrate 
magnetic particles like iron, 
most commonly through a 
drum or cross belt separator.

The processed ore is then 
graded into ‘fines’ and ‘lumps’. 
Lump iron is between six and 
30mm in size, while anything 
below six millimetres is 
considered fines, with lump 
commanding a premium price 
in the market, since its particle 
size allows oxygen or air to 
circulate around it and melt 

it more efficiently in a blast 
furnace.

Concentrate typically 
contains 63–69% iron and 
can be used directly in blast 
furnaces. However, fines 
can also be reprocessed 
to make pellets that mimic 
the characteristics of 
lump in a blast furnace.                         
Pellets are spheres, typically 
6–16mm in diameter, which       
have iron contents ranging         
from 56% to 66%.

WHERE DO WE EXTRACT 
IRON ORE FROM?
We predominantly mine two 
types of rock for iron ore: 
haematite (iron III oxide) and 
magnetite (iron II, III oxide). 
In general, both are found as 
sedimentary deposits in rocks 
that are at least 1.8bn years 
old and thought to be the 
product of iron-rich waters at a 
time when oxygen was rare in 
oceans and rivers. The current 
predominant scientific theory 
is that when living organisms 
began to excrete oxygen into 
the seas, the oxygen bound 
itself to the dissolved iron in the 
water, which then precipitated 
to create rich banded iron 
formation (BIF) deposits.

Today, iron ore is mined 
from these deposits in a few 

countries, the top five of which 
produce 85% of the world’s iron 
ore and account for 73% of its 
reserves, according to The US 
Geological Survey. Of these, 
Australia is by far the largest 
iron ore-producing nation, 
outstripping its nearest rival, 
Brazil, in terms of production 
volume by nearly two to one. In 
2018, Australia produced 900m 
metric tons (Mt) of iron ore to 
Brazil’s 490Mt.

China (340Mt) and India 
(200Mt) are also major 
producers. However, despite its 
large production base, China 
remains a net importer of iron 
ore, importing much of its 
requirements from India.

WHICH COMPANIES 
DOMINATE IRON ORE 
EXTRACTION?

Four mining companies 
control around 70% of iron ore 
exports, namely BHP (BHP), Rio 
Tinto (RIO), Vale and Fortescue 
Metals. This is not to say that 
there isn’t an active extraction 
and exploration market outside 
the big four, which is mostly 
centred in Australia.

This article is based on a 
report produced by Edison 
Investment Research other 
Edison Explains research is 
available here.

https://www.edisoninvestmentresearch.com/research/insights
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presentations, market commentary, fund manager 
interviews and explore our extensive video archive.
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Richard Gray, CEO
Scotgold Resources (SGZ)

WATCH OUR LATEST VIDEOS

SPOTLIGHT

www.sharesmagazine.co.uk/videos

David Lenigas, Chairman
NQ Minerals (NQMI)

NQ Minerals is an expanding base 
and precious metals production 
and exploration company with 
its operations centred around its 
Hellyer Operations in Tasmania, 
Australia.

James Menzies, CEO
Coro Energy (CORO)

Coro Energy is a London-listed 
E&P Co building a portfolio in 
SE Asia. Winner of 2019 Energy 
Council, Asia Pacific New Entrant 
of The Year. Currently drilling in 
Duyung PSC, West Natuna basin, 
offshore Indonesia.

Scotgold Resources is primarily 
focused on the development of 
its high grade Cononish Gold 
and Silver Project in the Scottish 
highlands, together with the 
exploration of highly prospective 
tenements in the Grampian region 
of Scotland.

https://www.sharesmagazine.co.uk/video/nq-minerals-nqmi-david-lenigas-chairman
https://www.sharesmagazine.co.uk/video/coro-energy-coro-james-menzies-ceo-2
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Mkango rare earths and 
technology for the 
cleantech revolution
Website: www.mkango.ca

INTRODUCING… 
MKANGO RESOURCES

UNIQUELY POSITIONED 
FOR THE RARE EARTHS 

RENAISSANCE
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The ongoing US–
China trade war has 
highlighted the critical 

nature of rare earths for 
the ubiquitous consumer 
electronics and other 
technologies that we take for 
granted, but more importantly 
for those rapidly growing 
green technologies, such as 
electric vehicles, which will 
prove essential to combat 
climate change.

Both mined and recycled 
sources of rare earths have 
a key role to play in this 
structural transformation 
of the rare earths market 
and Mkango Resources 
(MKA:AIM/TSXV) is rapidly 
establishing a foothold as a 
future supplier in both these 
segments of the rare earths 
supply chain.

HI-TECH GROWTH 
UNDERPINNED BY 
SUSTAINABLY SOURCED 
RARE EARTHS FROM 
MALAWI
Mkango’s future growth 
is underpinned by the 
development of the Songwe 
Hill Rare Earths project in 
Malawi, one of the very few 
advanced stage rare earths 
projects outside China and a 
future, long life, sustainable 
source of neodymium and 
praseodymium (NdPr), 
critical raw materials to 

fuel accelerating growth 
in cleantech markets, such 
as electric vehicles and 
wind power. This resource 
underpins the company’s 
parallel strategy of investing in 
innovative rare earth related 
technologies including those 
within the circular economy.

Malawi is known as the 
‘Warm Heart of Africa’ – 
English speaking and a former 
British Protectorate, it is a rare 
earths mineral province that 
was the first country in Africa 
where carbonatites, the host 
rock for most major rare earth 
deposits, were identified.

The Songwe project was 
first documented in 1937 
by the Geological Survey 
Department (Nyasaland). 
It was first explored by the 
Japanese Government 
organisations, JICA and MMAJ, 
in the late 1980s at which time 
it was subject to a limited 
drilling programme, which 
established a small historical 
resource.

Clearly, a lot has changed 
since the 1980s, both in Malawi, 
with new infrastructure 
developments unlocking 
the mineral potential, as well 
as accelerating growth in 
cleantech applications for rare 
earths – it was against the 
backdrop of these emerging 
trends that Mkango was 
awarded the exploration 
licence for Songwe in 2010.

Following listing on the 
TSX-V in 2011, Mkango 
completed two drill 
programmes, culminating in 
a Maiden Mineral Resource 
Estimate in 2012 which formed 
the basis for a pre-feasibility 
study in 2015.

Mkango completed a further 
major drilling programe in 
2018, which resulted in a 
substantial resource upgrade 
and the 60% increase in 
Measured and Indicated 
Resources announced in 2019 
and forms the basis for the 
ongoing bankable feasibility 
study.

VALUE ADDED 
DEVELOPMENT STRATEGY 
IN MALAWI, FOCUSED 
ON SUSTAINABLE 
DEVELOPMENT, RESOURCE 
EFFICIENCY AND MINIMISING 
THE CARBON FOOTPRINT
Malawi benefits from major 
infrastructure developments 
including rail, road and power, 

www.mkango.ca
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which facilitates Mkango’s 
value added development 
strategy in the country, 
encompassing flotation and 
hydrometallurgical processing 
to produce a value added, high 
grade, purified mixed rare 
earth carbonate as opposed 
to an unpurifed mineral 
concentrate.

The development includes 
a sulphuric acid plant, which 
will also co-generate power, 
the latter to be supplemented 
with a solar and energy 
storage facility as well as grid 
power. Malawi benefits from 
hydroelectric power so there 
is a major opportunity to 
minimise as much as possible 
the project’s carbon footprint. 
The company will complete a 
life cycle assessment in parallel 
with the feasibility study.

Based on a technology 
that Mkango has licenced 
from McGill University, now 
patented in the United 
States, Canada and Australia, 
sulphuric acid will be used 
to regenerate hydrochloric 
acid enabling a more efficient 
operation. Product export and 
reagent imports will be via the 
excellent road and rail network. 
Malawi’s major commercial 
centre, Blantyre, is located 
just two hours from Songwe 
and has a rail head and 
international airport. Mkango 
will recycle reagents and 
other raw materials as much 
as possible and is evaluating 

potential by products such as 
gypsum and heavy rare earth 
enriched apatite, to maximise 
value as much as possible and 
to promote resource efficiency.

Mkango is targeting first 
production from Songwe in 
2022.

EVALUATING POTENTIAL 
LOCATIONS FOR A NEW 
RARE EARTH SEPARATION 
PLANT
As part of the bankable 
feasibility study, Mkango 
is also evaluating potential 
sites for a separation plant. 
This will process the purified 
mixed rare earth carbonate 
originating from the Songwe 
Hill rare earths project in 
Malawi and separate out the 
valuable rare earths, most 
significantly neodymium and 
praseodymium. The company 
is evaluating more than five 
sites in the UK and Europe, in 
addition to reviewing other 
options in the Middle East     
and Asia.

This will enhance security 
of supply and marketing 
flexibility in order to better 
service Asian, European and 
North American markets, 
and further promote an 
independent, sustainable and 
stable rare earth supply chain 
to catalyse growth in existing 
rare earth applications, new 
research and development 
initiatives and long term 
market growth.

INVESTMENT IN RARE 
EARTH MAGNET RECYCLER 
HYPROMAG
The Songwe development 
and separation plant is 
complemented by Mkango’s 
recently announced proposed 
investment in HyProMag 
Limited.

HyProMag has licenced 
a patented process for 
extracting and demagnetising 
neodymium iron boron 
(NdFeB) alloy powders 
from magnets embedded 
in scrap and redundant 
equipment known as HPMS 
(Hydrogen Processing of 
Magnet Scrap), which was 
originally developed within the 
Magnetic Materials Group at 
the University of Birmingham.

The founding directors 
of HyProMag, comprising 
professor emeritus Rex Harris, 
professor Allan Walton and 
two honorary fellows, Dr John 
Speight and David Kennedy, 
are leading world experts 
in the field of rare earth 
magnetic materials, alloys 
and hydrogen technology, 
and have significant industry 
experience.

HyProMag initially aims to 
establish a pilot rare earth 
magnet recycling facility 
at Tyseley Energy Park, 
Birmingham. The transaction 
is subject to completion of 
definitive agreements.

The rationale for the 
proposed investment 
includes potential synergies, 
such as blending of primary 
production originating 
from Songwe with recycled 
production from HyProMag, as 
well as enhanced marketing 
flexibility and access to 
downstream markets for rare 
earth permanent magnets.

The investment in HyProMag 
is via Mkango subsidiary, 
Maginito, established to 
invest in downstream 
opportunities relating to 
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the rare earths supply chain, 
in particular neodymium 
alloy powders, magnet and 
other technologies geared to 
accelerating growth in the 
electric vehicle market.

TALAXIS – A STRONG 
STRATEGIC PARTNER, WELL 
CONNECTED IN THE LARGEST 
RARE EARTH MARKETS
Mkango benefits from the 
support of a strong strategic 
and financial partner, Talaxis 
Limited, a subsidiary of Noble 
Group, which has an extensive 
market network throughout 
Asia and beyond. This is 
reflected in Talaxis’ recent 
announcement that it has 
entered into a memorandum 
of understanding with 
Chinalco Guangxi Nonferrous 
Rare Earth Development 
Co, one of China’s major rare 
earth companies, to further 
their cooperation in sourcing, 
development and production 
of rare earths.

The agreement underscores 
Noble’s broader commitment 
to rare earths and its support 
for Asia’s transition to a low-
carbon future, coupled with 
its strong relationships with 
leading customers in the 
region.

Mkango’s partnership with 
Talaxis enables the company to 
leverage off those relationships, 
broadening access to Asian 
markets, diversifying its global 
footprint and enhancing its 
access to capital.

At the time of the 
announcement of Talaxis’ 

MoU with Chinalco, Daniel 
Mamadou, executive director 
of Talaxis, said

‘This agreement with 
Chinalco represents the 
potential for a significant 
offtake contract in the growing 
rare earths sector. Our strategic 
long-term collaboration with 
one of Asia’s leading metals 
companies will help to further 
strengthen Talaxis’ position as 
the supply partner of choice 
in the technology metals 
industry.

‘Through this partnership 
Talaxis has the capability to 
support the ongoing security 
of supply globally while 
leveraging Noble’s logistics 
management expertise to 
transport the commodities 
that will support the transition 
to a low-carbon future.’

Talaxis is fully funding a 
bankable feasibility study (BFS) 
for Songwe and has invested 
£12m in the project to date for 
a 49% interest.

A pre-feasibility study (PFS) 
for Songwe was completed 
in 2015, resulting in an NPV 
of $345m and an IRR of 37%, 
with capital expenditure of 
$216m including an integrated 
processing facility in Malawi. 
Following completion of the 
bankable feasibility study, 
Talaxis has an option to finance 
project development, which 
would leave Mkango with a 
25% carried interest in the 
project, funded all the way 
through to production by 
Talaxis.

This stepwise financing 

arrangement significantly 
de-risks the project from a 
financing perspective and 
minimises dilution at the 
public company level.

Talaxis also invested £1m for 
a 24.5% interest in Maginito. 
Mkango had a consolidated 
cash position of $10m as at 30 
September 2019.

ENVIRONMENTAL, SOCIAL 
AND GOVERNANCE (ESG) - A 
LEADER IN SUSTAINABILITY 
AND CORPORATE SOCIAL 
RESPONSIBILITY IN MALAWI
Mkango leads the way in 
Malawi in terms of corporate 
social responsibility (CSR) and 
is held up as an example of 
best practice in the Malawi 
mining sector by both 
Government and NGOs. CSR 
is integral to the vision of 
Mkango and will continue 
to be a major focus for the 
company.

CSR programmes have 
included the running of 
training programmes, 
educational and sporting 
equipment donations, syllabus 
painting on classrooms, 
in collaboration with local 
NGO Bongo Worldwide, 
an extensive scholarship 
programme, construction 
and refurbishment of water 
boreholes, bridges and roads, 
wheelchair donation, and 
construction of two kitchens 
and four dining rooms at local 
Primary Schools in partnership 
with Zero Hunger with 
Langar, a Birmingham based 
charity, which is currently 
providing one meal a day for 
approximately 2,500 children.
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Rising profit on 
horizon from NQ’s 
flagship Hellyer mine
WEBSITE: www.nqminerals.com

 INTRODUCING… 
NQ MINERALS – A

MINER WHOSE FLAGSHIP 
ASSET IS THE HELLYER 

MINE IN TASMANIA
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The Hellyer Gold           
Mine operations, l 
ocated in Tasmania, 

Australia, is a flagship asset 
owned by London and 
US quoted NQ Minerals 
(NQMI:NEX).

Hellyer’s principal assets 
consists of an 11.24m tonne 
mine tailings project 
containing gold, silver, 
lead and zinc and a fully 
operational 1.6m tonnes per 
year processing plant.

A HIGH GRADE RESOURCE
The current 9.25m tonnes of 
resource include;

• 764,300 ounces of gold
• 27.3m ounces of silver
• 276,600 tonnes of lead 

metal
• 217,400 tonnes of zinc 

metal

At today’s metal prices, the 
in-ground value of this deposit 

is substantial and Hellyer has a 
mine life of more than 10 years.

LOCKED-IN SALES
The company has fortuitously 
signed major off-take 
agreements with global 
trading house Traxys – to 
sell 100% of Hellyer’s lead, 
zinc and pyrite concentrate 
production through to 2024, 
a key ingredient for the long-
term success and profitability 
of Hellyer.

RECORD PRODUCTION 
RATES AND METAL 
RECOVERIES
Record production rates of 
lead and zinc concentrates 
are now being achieved as a 
result of gradual increases in 
plant throughput to around 
1m tonnes a year and much 
better lead and zinc recoveries 
that are now exceeding ‘life of 
mine’ estimates.

November 2019’s 
performance saw record 
production of 2,800 tonnes 
of lead (plus gold and silver 
credits) concentrates and 
1,400 tonnes of zinc (plus silver 
credits) concentrates.

RECORD NET PROFITS
Provisional mine unaudited 
net profits for NQ’s Hellyer 
Gold Mines Pty Ltd (before tax) 
for November were reported at 
a record A$2.44m on revenues 
of A$5.64m.

PLANT CAPACITY TO GROW 
– PLUS A STRATEGY TO
EXPAND RESOURCES
The processing plant is
currently operating at 62.5%
of its capacity of 1.6m tonne
per year and exploration
around the Hellyer mine
commences in earnest, in
2020, to add much higher-
grade underground and open

www.nqminerals.com
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pit tonnage to the mining 
plan.

BRIGHT OUTLOOK FOR 2020
Improvements being seen 
with plant recoveries, plant 
availability and expected 
increases in plant tonnage 
treatment rates should 
see production of metal 
concentrates and profitability 
grow through 2020.

SECOND MINE IN TASMANIA 
ON THE DRAWING BOARD
The acquisition of the Barnes 
Hill - Nickel Cobalt project 
translates into a strategic   
entry into the electric vehicle 
(EV) revolution with nickel & 
cobalt being the next metals 
planned for NQ, through the 
Barnes Hill project.

Barnes Hill is an ideal  
synergy with existing 
operations that will allow 
NQ to convert its current 
high volume / lower value 
pyrite (sulphur) concentrate 
into sulphuric acid for the 
treatment of the nickel 
laterites, plus enable NQ to 
recover a substantial amount 
of Hellyer’s locked-in gold and 
silver reserves, which adds 
further to Hellyer & NQ’s future 
profitability.

With 14m tonnes of nickel 
laterites now drilled up at 
Barnes Hill, a new 20-year 
operation is the plan. The Pre-
Feasibility Study is due to be 
completed before June 2020.

WHAT’S COMING UP?
The company says you can 
look forward to hearing       
more about;

• The profitable cash flow
from tailings reprocessing
at Hellyer, as well as
expanding capacity,

• The planned exploration
program, using latest
technologies, on the
many high-grade targets
identified by previous
drilling in the near mine
envelope at Hellyer, and

• The Nickel Cobalt project,
at Barnes Hill, which could
add further to increasing
shareholder value.

NQ’s main trading platform 
is the NEX Exchange.  
Liquidity on NEX is not as 
high as the other London 
exchanges. If more brokers 
actively engage with NEX then 
liquidity would be expected 

to rise. NQ’s trading liquidity 
is seen as one of the best 
for NEX traded companies 
and liquidity has improved 
considerably over the past  
two months.

The company says that 
historic heavy quarterly 
losses at the corporatelevel, 
mainly associated with the 
establishment of operations 
in Tasmania over the past 
two years, can be reversed as 
profits at the Hellyer Gold Mine 
level continue to improve.

The company has stated 
categorically that it is in 
advanced discussions with 
potential lenders to fully 
replace the debt (raised in 
order to start operations at 
Hellyer) on more favourable 
terms. This refinancing     
event would be a milestone 
event for NQ.

A move of the listing of NQ 
Minerals to a Tier 1 global 
rated stock exchange will 
be investigated with the 
company’s bankers and 
advisors once the start-up 
debt is restructured.
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Databank – Commodity price 
performance 2016-2019

2016 2017
Copper

Corn

Crude Oil

Gold

Natural Gas

Platinum

2018 2019*
Copper

Corn

Crude Oil

Gold

Natural Gas

Platinum

17.0% 19.5%

6.3%-16.1%

-1.0% 3.6%

0.2%3.9%

53.0% 7.7%

18.9%-18.7%

8.5% 7.6%

11.2%-1.4%

59.0% -25%

-21.4%10.8%

1.4% -1.0%

18.6%-14.3%

Source: Thomson Reuters Datastream. *Data to 16 December 2019
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Databank – Gain / loss so far in 2019
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