
 

 

 MORNING COMMENT 
Buy  Berkeley Energia* #  

Unchanged
Moves into development 

Price 25p  
Target price 100p
 Berkeley Energia has begun development of its 100% owned Salamanca project in 

Spain.  Yesterday the company announced that it had e ngaged two major Spanish 
contractors to begin the infrastructure programme o n site, which involves 
realigning a perimeter road to enable the mining of  the Retortillo open pit and re-
routing a power line.  Since Berkeley discovered the  transformational Zona 7 
deposit and engaged a new management team, momentum  has been continuously 
building.  This announcement signifies Berkeley’s move into the development phas e 
and comes three months ahead of schedule.  With an upfront P hase 1 capital of only 
~US$80m to get the mine operational, this is one of the lowest capital cost projects 
in the world.  This, combined with the potential of  the high- grade Zona 7 deposit, 
allowing for steady state costs of ~US$15/lb U 3O8, highlights the robust economics 
of this project, which represents a compelling grow th story at current uranium 
prices. Buy.  

• Compelling economics  – low capital cost (Phase 1 ~US$80m) and low steady state 
operating costs (~US$15/lb U3O8) provide solid returns even at current low uranium prices.
Our target price (DCF NPV10) is based on a long-term price of US$65/lb U3O8 (which is the
long-term consensus), but even at current spot prices of ~US$30/lb U3O8 the project still 
generates impressive returns.  The economics are robust and Berkeley is further refining 
and optimising its plans and cost estimates. The company believes it can improve the 
returns further still, as it aims to be the world’s lowest cost uranium producer. 

• Fast track timetable for development  – with yesterday’s announcement Berkeley has 
signified its move into the development phase well ahead of schedule. With all the major 
permits in place, the company will now commence the early infrastructure works required in 
order for full construction to commence in September of this year. There is a funding 
requirement of ~US$80-100m for full construction which Berkeley intends to raise with 
minimum dilution. The company has reportedly had strong interest from financiers and 
potential offtake partners, several of whom have commenced detailed due diligence 
reviews.  

• Further upside likely  – The Salamanca project has 1) fertile exploration ground and high-
priority targets which are currently being drilled; 2) the Zona 7 deposit has extensions at 
depth which are not yet in the mine plan; 3) Berkeley holds additional exploration ground in 
this historic uranium district and 4) the project has a significant resource base of nearly 30m 
pounds of inferred material not included in the current mine plan that can be incorporated 
with further drilling.  We anticipate some positive results from the current drill programme
and expect Berkeley to comfortably extend its mine life (currently 18 years). 
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This document has not been prepared in accordance with 

legal requirements designed to promote the 

independence of investment research. Please refer to 
important disclosures towards the end of this document. 

 • Location and geology are key to the economics of th e project .  The low capital cost is 
in large part due to the excellent infrastructure servicing this region of Spain, funded largely 
by EU infrastructure programs over the last decade. We estimate a capital saving to 
Berkeley in the region of US$150m compared with its global peers, which are often in areas 
of poor infrastructure. Geology also plays an important role, with the high-grade Zona 7 
deposit sitting just 4 metres below the surface with excellent metallurgical characteristics, 
further driving down costs.   

• There are few development stage uranium projects globally which can match the 
investment quality and scale of Berkeley's Salamanca project and few others which can 
boast the continuous news flow and defined pathway to production we anticipate from the 
project.  We retain our Buy recommendation and 100p price target. 
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Disclosures    

WH Ireland Recommendation Definitions  

Buy 
Expected to outperform the FTSE All Share by 
15% or more over the next 12 months. 

Outperform 
Expected to outperform the FTSE All Share by 
5/15% over the next 12 months. 

Market Perform 
Expected to perform in line with the FTSE All 
Share over the next 12 months. 

Underperform 
Expected to underperform the FTSE All Share 
by 5/15% or more over the next 12 months. 

Sell 
Expected to underperform the FTSE All Share 
by 15% or more over the next 12 months. 

Speculative Buy  
The stock has considerable level of upside but 
there is a higher than average degree of risk. 

 Share Price Target 
The share price target is the level the stock should currently trade at if the market were to accept the 
analyst’s view of the stock and if the necessary catalysts were in place to effect this change in perception 
within the performance horizon. 
 

Stock Rating Distribution 

As at the quarter ending 31 Dec 2015 the distribution of all our published recommendations is as follows: 

 
Recommendation Total Stocks Percentage % Corporate 

Buy 53 73.6 40 

Speculative Buy 15 20.8 14 

Outperform 1 1.4 0 

Market Perform 1 1.4                   1                  

Underperform 1 1.4 0 

Sell          1 1.4 0 

Total 72 100 55 

 
 
This table demonstrates the distribution of WH Ireland recommendations.  The first column illustrates the 
distribution in absolute terms with the second showing the percentages. 

 
Conflicts of Interest Policy  

This research is classified as being “non-independent” as defined by the FCA’s Conduct of Business Rule 

12.3. Please refer to www.wh-ireland.co.uk for a summary of our conflict of interest policy. 
 
Where WH Ireland acts in a professional or retained capacity for a company, the following symbols, as 

indicated on the front page next to the company name, apply: 
 
*WH Ireland acts as NOMAD and/or Broker 

#WH Ireland makes markets in this stock 
~WH Ireland provides Investor Relations and/or paid for research services 
 

 
Marketing Communication   
This document has not been prepared in accordance with legal requirements designed to promote the 
independence of investment research. Please refer to important disclosures towards the end of this 
document. 
 
Analyst Certification 
The research analyst or analysts attest that the views expressed in this research report accurately reflect his 
or her personal views about the subject security and issuer.  
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Disclaimer 
This research recommendation is intended only 
for distribution to Professional Clients and 
Eligible Counterparties as defined under the 
rules of the Financial Conduct Authority and is 
not directed at Retail Clients.  This note 
contains investment advice of both a general 
and specific nature.  It has been prepared with 
all reasonable care and is not knowingly 
misleading in whole or in part.  The information 
herein is obtained from sources which we 
consider to be reliable but its accuracy and 
completeness cannot be guaranteed.  The 
opinions and conclusions given herein are 
those of WH Ireland Ltd and are subject to 
change without notice.  The report is not an 
offer or solicitation to buy or sell any security.  
Clients are advised that WH Ireland Ltd and/or 
its directors and employees may have already 
acted upon the recommendations contained 
herein or made use of all information on which 
they are based.  WH Ireland is or may be 
providing, or has or may have provided within 
the previous 12 months, significant advice or 
investment services in relation to some of the 
investments concerned or related investments.  
Traders and salespeople may express opinions 
on the company that do not align with the 
opinions stated in this report.  
Recommendations may or may not be suitable 
for individuals clients and some securities carry 
a greater risk than others.  Clients are advised 
to contact their investment advisor as to the 
suitability of each recommendation for their own 
circumstances before taking any action.  No 
responsibility is taken for any losses, including, 
without limitation, any consequential loss, which 
may be incurred by clients acting upon such 
recommendations.  The value of the securities 
and the income from them may fluctuate.  It 
should be remembered that past performance 
is not necessarily a guide to future 
performance.  For our mutual protection, 
telephone calls may be recorded and such 
recordings may be used in the event of a 
dispute.  No part of this document is to be 
copied or distributed without prior consent.  By 
accepting this document, you agree to be 
bound by the disclaimers stated above.  Please 
refer to www.wh-ireland.co.uk for a summary of 
our conflicts of interest policy and procedures. 

 


