
The Next Cycle in Junior Mining Companies
 By Nelson Hudes

“Death by a thousand knives” is how some 
have described the last 4 years in the Junior 
Mining sector. As 2010 ended, so did a 10 year 
bull cycle for commodities. That end, however, 
was not signaled with a crash like the financial 
meltdown of 2008 but instead it eased into a 
slow and painful downward march for junior 
mining companies; a march that has left most 
in a very difficult state.

During 2011 the average amount of money raised 
per month for TSX Venture Exchange listed mining 
companies was approximately $491 million. In 2012 
that number decreased to $232 million. By 2013 it 
had reached nearly $100 million per month. Money 
was drying up faster than companies could recognize 
what was happening and no one had a reasonable 
expectation as to when it would end.

In parallel, market values disappeared at an even 
greater rate. The collective market value of the 1,200 
mining companies on the TSX Venture Exchange 
fell from a peak of over $45 billion in early 2011 
to its current level of $8 billion - a staggering 82%. 
If you remove the top 100 companies, that number 
approaches 90%.  

Today approximately 25% of the mining companies 
listed on the TSX venture Exchange carry a market 
value of less than $500,000; an amount roughly equal 
to the annual overhead costs of carrying a public 
company.  

“The current metals and mining market is crushed,” 
said Michael White, President and Chief Executive 
Officer of IBK Capital Corp., an independent and 
privately owned investment banking firm based in 
Toronto Canada. “I started in 1992 and I have never 
seen such a disconnect between historic averages and 
current market values.”

“For example,” says White, “you can buy stock in a 
non-producing gold resource company with quality 
assets for $2 to $3 per ounce of gold resource in 
the ground. The average paid by companies in the 
last eight years to buy these types of ounces is just 
over $40 per ounce and can be higher than $100 per 
ounce.”

These opportunities, however, are hidden within a 
myriad of companies, unable to raise capital and 
with debts piling up;  companies who are now faced 
with the need to not only survive, but to find a value 
proposition capable of attracting investors back to the 
table.

One company that appears to have found such a 
value proposition is Minera Alamos Inc.; a TSXV 
listed junior mining company developing their copper 
project in Sonora Mexico.  A year and a half ago the 
company could not raise the financing necessary to 
advance its flagship project, owed $1,500,000 in debt 
and had ever increasing bills to pay.

“As our prospects narrowed and our share price fell, 
our investors got angry, our Board got frustrated and 
we all got scared, but”, said Chris Frostad, Minera 
Alamos’ Chief Executive Officer, “we never gave 
up.”

The initial sale of a non-core asset eased the 
immediate pain, but the real change in direction 
occurred when the company realized it had to 
completely rethink its approach to monetizing is 
Mexican assets.

“For 10 years this company set out to build a 
production operation capable of turning 3,000 
tonnes of rock per day into copper and molybdenum 
concentrate,” said Frostad.  “Over the last few years 
we found ways to improve recovery, we increased 
the life of the mine through the purchase of a 
neighbouring deposit and we found ways of reducing 
the construction costs from $140 million to $90 
million.  Despite all of that, our share price continued 
to fall and our sources of potential financing 
vaporized.  We realized that we needed to adjust our 
objective from how to mine this asset better, to how 
to start generating cash flow…….fast”.

That’s when Minera Alamos turned to its team of 
engineers in Mexico lead by their President, Darren 
Koningen. “We took the approach of other private 
miners in the region and evaluated the possibility of 
starting out with a small scale operation designed 
to provide some level of near term cash flow”, 
said Koningen. “Further, we attempted to better 
understand the opportunity of creating a long-life 
regional processing facility, capable of processing 
mineralization from other deposits.”

Minera Alamos made three key changes to their 
operation. They started by utilizing a much smaller 
4oo tonne per day plant which would reduce their 
construction costs to between $8-10 million, or about 
10% of their original plan. Second they defined 
a high grade starter pit within their already high 
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grade resource taking the grade of the rock from 
approximately 1% eqCu to closer to 2% eqCu.
Finally they evaluated the use of sensor based 
ore sorting in their process.  By using an x-ray 
transmission (XRT) sorter to pre-concentrate the ore 
they hope to double the grade to about 4% copper 
prior to mill processing. 

“In the end, we hope to make a small mill produce 
concentrate at the rate of a medium sized mill, all for 
a fraction of the original price.  The economics are 
quite spectacular,” says Frostad. “And investors like 
it too. On the back of this new approach the company 
was able to raise $3.5 million.”

“At the same time, however, we do recognize that 
from an investor perspective, we are starting over.  
The investments of our legacy shareholders are gone 
and our new investors are getting in at the bottom, 
setting their sights on the next upswing in the cycle.”

Mike White believes, “Tremendous money will be 
made by those who purchase good quality metals 
assets here at the bottom of the cycle and we 
believe, because prices are so cheap, shares in these 

companies will concentrate in relatively few hands.  
That is to say, as we emerge from this cycle, share 
floats will be tight producing conditions that could 
see these junior stocks gap up in steps. Those early 
gains will be breathtaking – a 5 cent stock will move 
to 50 cents seemingly overnight. The next step could 
be to $1.00. We want to be an owner before the 
five times lift to ultimately see 10 times rather than 
buying later for a two times lift.”

“Moreover, not all junior mining stocks will move 
together. Some companies will benefit earlier than 
others. We want to be an owner in companies that 
take advantage of a disconnected market to grow by 
acquisition. It is happening now and some of these 
companies will become the rising stars of tomorrow.”    


