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Beowulf Mining PLC

Beowulf Mining (Beowulf) is a mineral exploration and development company with 
a portfolio of copper, gold, uranium, molybdenum and iron ore projects in Northern 
Sweden. Currently it is concentrating on its iron ore projects, the two largest 
properties - Ruoutevare and Kallak - are subject to a new drilling programme to 
increase its JORC resource (Joint Ore Resources Committee - see Appendix One for 
definition) and move the sites towards full development.

Investment Case
•	 Proving-up two iron ore projects and thus moving away from pure 

exploration towards the development stage and taking the projects 
up the value scale

•	 Well managed company with an entrepreneurial leader, backed by 
seasoned, technical expertise

•	 Beowulf is undervalued and overlooked in comparison with its peers

•	 Decision to move away from joint ventures in its major iron ore 
projects allows the company to capture the full potential of its 
projects as it proves-up its assets

•	 New joint venture on the Ballek project Beowulf much improved 
terms and first drilling results are due at the end of April 2010

•	 Following its recent fundraising, the company is now well financed to 
move its development forward and has already signed contracts to 
commence further test drilling

Ticker BEM

Sector Mining

Market Sector AIM

Share Price 2.75p

12 month high/low 4.38/1.25p

5 year high/low 10.38/0.75p

Market Cap £m 4.01

Shares in issue m 145.8

EPS n/a

PER n/a

Last year end December 2009

Next results n/a

Major Holders

Sunvest 7.71%

Rowan Family 6.98%

Dr Robert Young 4.31%

As at 06/4/10
(Source: Digitallook/ADS)

Emma Tysoe
Analyst
April 2010
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History
Beowulf Mining began life in 2003 as Beowulf Gold, raising 
initial capital through OFEX to finance the acquisition of 
three concessions in the Jokkmokk region of northern 
Sweden. Over the next five years it acquired additional 
licences and projects using existing survey data to identify 
prospective projects. Its shares moved from OFEX to AIM in 
May 2005. In October 2006, the publication of it conceptual 
study by mining consultant Raw Materials Group (RMG) 
marked a step change for the business as it prepared to 
move towards commercialisation of its assets through the 
acquisition of JORC status for its assets. This process saw 
the company participate in several joint ventures in order 
to finance the development of its projects. In the spring 
of 2008, Clive Sinclair-Poulton joined the company and 
saw the opportunity to capitalise on the work done to date 
and drive the business forward more rapidly. A new study 
was commissioned from RMG to assess the feasibility of 
bringing Kallak and Ruoutevare into production. This report 
has now been published and the business is entering a new 
phase of development.

Overview
Beowulf’s properties are located in the county of Norrbotten 
in northern Sweden close to the Arctic Circle. The region 
has a long history of mining and steel production, which, 
along with a large timber and paper/pulp industry, has 
led to the development of excellent regional infrastructure 
with good roads, railways, seaports and utilities and an 
experienced work force. Sweden as a whole is attractive 
to mining operators, offering not only a strong, stable 
economy and low political risk, but also a long mining history 
and the necessary skills and infrastructure to support it. 
Corporation taxes are low and miners are not required to 
pay mineral royalties, although the environmental legislative 
requirements are some of the most stringent in Europe.

Ruoutevare and Kallak, the two principle properties, are 
located 85km apart and, whilst remote, are relatively close 
to the main road between Jokkmokk and Kvikkjokk. The 
region plays host to several economically important iron ore 
deposits, in particular the Kiruna and Malmberget magnetite-
apatite deposits, both currently being mined by LKAB. 
Europe’s largest copper deposit currently in production is 
only 130 km from Ruoutevare at Aitik. The map below shows 
several of the main mining projects in the area.

(source: RMG/Beowulf)



Ruoutevare
Background
Ruoutevare means Iron Mountain in Swedish and remains one of 
the largest magnetite iron ore deposits yet to be commercialised. 
The deposits are close to the surface and amenable to open 
pit mining. There is little immediate local infrastructure in place, 
although there is a good tarmac road within 11km of the site and 
one of Europe’s largest hydroelectric stations is only 15km away.

Survey History
The site was initially assessed by the Geological Survey of 
Sweden (SGU) in the early 20th century with further detailed 
studies conducted during the 1970s. These gave a resource 
of 116 million tonnes holding 38.2% Iron (Fe), 5.6% Titanium 
(Ti) and 0.17% Vanadium (V), based on 32 drill holes. Swedish 
mining operator, LKAB, also undertook metallurgy test work. 
There was no further significant testing until 2006 when 
Beowulf was granted the exploration permit of the Ruoutevare 
area and began detailed field mapping.  The original SGU 
resource was initially verified by Snowden Group and 
subsequently Swedish consultants, Raw Materials Group (RMG) 
produced a conceptual study. The Australian company, Runge 
Ltd, produced a JORC mineral classification in 2008 of 140 
million tonnes holding 39.1% iron, 5.7% titanium and 0.2 % 
vanadium at a cut-off grade of 30% Fe. This updated resource 
estimate is approximately 20 % higher than the original 
estimate of 117 million tonnes from the SGU in the 1970s. 

In 2009, Beowulf commissioned an updated study from RMG 
that has recently been published, showing a confirmed JORC 
classified Inferred Mineral Resource of 140 million tonnes, 
holding 39.1% iron, 5.7 % titanium and 0.2 % vanadium. 
Additional studies indicate the potential to add a further 70-
100 million tonnes and transfer the resource into the JORC 
Indicated and Measured categories by drilling an additional 
27 drill holes of a total length of 4,900m at a cost of around 
US$700,000.  This drilling campaign is expected to start by 

February 2011. If the increased drilling 
data produces the expected results, 
Ruoutevare will have a Measured and 
Indicated JORC classified deposit of 
close to 250 million tonnes, which 
would rank it as one of the largest, 
unmined deposits in Scandinavia.

Environmental Impact Assessment
Following the RMG study, Beowulf is 
ready to take the project forward to 
the Environmental Impact Assessment 
stage during 2011. Environmental 
permitting is a lengthy and costly 
process and Ruoutevare’s position close 
to two national parks can be expected 
to meet some opposition.  However, 
given the history of mining in the region 
and the decline in forestry products, it 
is expected that permits will be granted.  
A baseline study is expected to cost in 
the region of US$1.5-2.5 million and 
take 12-15 months to complete.

Mining 
The deposit can be mined using traditional open pit drilling and 
blasting methods and despite its northern location it is expected 
that operations can continue all year round with only a few days 
stoppages for essential maintenance. The study assumes annual 
production of 10 million tonnes of mined ore, which, after on-site 
crushing, will yield 4.8 million tonnes per annum of iron ore pellets. 
Mining operations would be subcontracted.

Processing and Infrastructure 
The site will require considerable infrastructure investment and this 
has been analysed by RMG in its recent report. In addition to the 
mine buildings, tailing facility, crushers and concentrator and waste 
rock dumps, a new 120kV power line and a 15km stretch of new 
road linking Ruoutevare to the main road at Kvikkjokk would need 
to be built. The power line would be built and operated by the 
state-owned electrical company operating in the area and would 
run from a hydro power plant located 37km away. It is anticipated 
that significant grants would be available for both these projects.

Beowulf Mining PLC
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Concentrates Transportation

There are several alternatives for the transportation of the 
Ruoutevare concentrates from the mine to Sweden’s seaports.  

1 -  Lulea on the Baltic is 290km from the site by road but 
there is access to the ‘iron ore railway’ operated by LKAB 
at Murjek just 180km away. There is an option to transport 
concentrates by road to Murjek or build a rail connection from 
Ruoutevare to Murjek.

2 - Narvik, an Atlantic sea port is over 400 km away but is 
accessible using the ‘iron ore railway’ from Murjek

3 - Fauske is a small, Atlantic open sea port in Norway just 
100 km from Ruoutevare and although it does not offer any 
straight road or rail link, it and could be accessed using a long 
distance pipeline to pump the concentrates in slurry form.

The major routes discussed are shown on the map below.

These options have to date only been studied briefly but initial 
examination suggests that whilst the pipeline would have a 
capital cost disadvantage in comparison with conventional road 
or rail transportation, there would be a significant operating 
cost advantage. 

The table below shows the operating and capital costs for each 
option: 

Options Capital costs Operating costs

per tonne conc.

A Road to Lulea US$0 US$30.5

B Road to Mujek train to Lulea US$0 US$27.5

C Road to Murjek train to Narvik US$0 US$40.5

D New railway to Mujek train to Lulea US$500m US$18.8

E New railway to Murjek train to Narvik US$500m US$31.8

F Slurry pump to Fauske US$231m US$4.4

G Slurry pump to Murjek train to Lulea US$194m US$11.8

As can be seen from these tables, the establishment of a 
pipeline could significantly change the economics of the 
project.

Project Costs

RMG has analysed the economics of the project on the basis 
of 150 million tonnes resources mined at 10 million tonnes per 
annum over a 15 year mine life. The total capital expenditure 
required to bring Ruoutevare into production is estimated to be 
in the region in US$800 million and assumes construction of a 
slurry pump pipeline to the Norwegian port of Fauske at a cost 
of around US$200 million. 

The tables below sourced from RMG details the expenditure by 
category.  Aside from the Owner cost and Closure, these are 
all assumed to be pre-production expenditure (see Appendix 
Two).  The discounted cash flow (DCF) has also analysed 
the effects of the anticipated increase resource to 200 million 
tonnes, which may result from the current drilling programme.  
This would give the mine a further six years mine life. 

Capital Requirements US$

Mining 97m

Processing and infrastructure 446m

Concentrate transport 231m

Owners cost and Closure 24m

Total Capital costs 798m

Operating costs have also been estimated on the basis of 
both ore mined and concentrates produced. 

Operating costs per annum US$/t ore 
mined

US$/t 
Concentrate

Mining 9.3 19.4

Iron ore processing 6.5 13.4

Concentrate transport and port handling 2.1 4.4

General and Administration 2.0 4.2

Total operating costs 19.9 41.4
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NB. The letters in the key above relate to the options as detailed in the  
previous table.

(source: RMG/Beowulf)



Kallak
Beowulf’s Kallak iron ore property is 85 km from Ruoutevare. 
The same public road connects them both to Jokkmokk and 
Kvikkjokk.  The 500 hectares covered by the project offers 
good infrastructure and a network of local forestry roads.

Surveying History
The Geological Survey of Sweden (SGU) first discovered iron 
ore deposits on the property in 1947. In 1968-70 detailed 
geophysical surveys and diamond drilling identified two 
mineralised zones within the same geological structure – Kallak 
North and Kallak South – which while not connected at the 
surface may be connected at depth.  The deposits were also 
included in SGU airborne surveys undertaken in the 1960s that 
also produced encouraging results. 

Resource Estimate
Based on the surveys, the SGU has estimated the resource of 
Kallak North at 92 million tonnes, grading 35-42% iron with 
only low background levels of titanium, phosphorous and 
sulphur. Kallak South offers similar grades and is estimated to 
contain 29 million tonnes. 

To confirm the 121 million tonnes iron ore resource estimate 
and to upgrade the deposits to JORC classified status, Beowulf 
recently announced a new drilling contract with Ludvika 
Borrteknik to diamond-drill 3,500 metres. This is due to 
commence in April 2010 and is expected to be completed 
by the end of the second quarter.  Final assays and a formal 
JORC classification report can be expected in third quarter of 
2010. Once the resource has been confirmed, environmental 
permitting must be undertaken and as already discussed, 
this can be a lengthy and costly process.  Beowulf expects 
to undertake initial assessment work in 2011. Assuming 
all permits are received, the site would be mined using 
conventional open pit methods operating all year round. The 
mine would run at a rate of 10 million tonnes ore mined per 
annum, producing 4.8 million tonnes per annum of iron ore 
pellets with an assumed 15 year life of mine.  If new drilling 
proves a new resource of 150 million tonnes, the mine life 
would increase to 16 years. 

Processing and Infrastructure
The area already has some local forest roads but would require 
construction of a new tarmac road some 5km in length to 
connect to the main Kvikkjokk-Jokkmokk road. Power would 
be provided via a newly constructed power transmission line 
from the Parki hydroelectric plant just 6km away. Both projects 
would be likely to attract significant grants. No detailed plans 
have been made as to the siting of a tailings facility, crushers, 
mill concentrator and workshops although the expected costs 
have been included in RMG’s study.  

Concentrates Transport
Kallak faces the same issues as Ruoutevare regarding the 
transportation of its concentrates to market. (see Ruoutevare 
above). The solutions are also the same and in fact, the 
economics of constructing a long distance pipeline are even 
more persuasive if both mines can take full advantage of it.

Project costs 
RMG has analysed the economics of the project on the basis 
of 150 million tonnes resources mined at 10 million tonnes per 
annum over a 15 year mine life. The total capital expenditure 
required to bring Kallak into production is estimated to be in the 
region in US$900 million and assumes construction of a slurry 
pump pipeline to Fauske at a cost of around US$315 million. 

The table below details the expenditure by category.

Capital Costs US$

Mining 97m

Processing and infrastructure 446m

Concentrate transport 315m

Owners cost and Closure 24m

Total Capital costs 912m

Operating costs have also been estimated on the basis of 
both ore mined and concentrates produced.
Operating costs per year US$/t ore 

mined
US$/t 
Concentrate

Mining 9.3 19.4

Iron ore processing 6.5 13.4

Concentrate transport and port handling 2.4 5.0

General and Administration 2.0 4.2

Total operating costs 20.2 42.0

Beowulf Mining PLC
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The picture above shows an exisiting pipeline currently in use in Alaska
(source: Beowulf)
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Project Economics
The table below shows an analysis of the economics of both Ruoutevare and Kallak on a per annum and a life of mine 
basis. The figures are based on the company’s own, from its recent RMG report. It is assumed that capital costs will all 
be up-front, so these are included in the 15 year analysis of total profits but not in the annual figures. 

Per Annum 15 year lifetime 

 Ruoutevare Kallak Company Ruoutevare Kallak Company

Total tonnage mined mt 25 25 50 375 375 750

Ore tonnage mined mt 10 10 20 150 150 300

Waste tonnage mined mt 15 15 30 225 225 450

Ore to waste ration  1:1.5  1:1.5  1:1.5  1:1.5  1:1.5  1:1.5

       

Iron concentrate produced 4.8 4.8 9.6 72 72 144

Total Fe concentrate grade 68% 68% 68% 68% 68% 68%

       

Fe grade % in ore 39.1% 39% 39% 39.1% 39% 39%

       

Fe contained mt in ore 3.9 3.9 7.8 58.7 58.5 117.2

Fe recovery rate % 84% 84% 84% 84% 84% 84%

Fe achieved mt in concentrate 3.3 3.3 6.6 49 49 98.0

       

Iron concentrate produced dry 4.8 4.8 9.6 72 72 144

       

       

Revenues US$m US$m US$m US$m US$m US$m

USD/Fe unit long term low $102 335 334 669  5,025  5,012  10,037 

USD/Fe unit long term high $139 457 455 912  6,848  6,830  13,678 

       

Operating costs       

US$ 199 202 401  2,985  3,030  6,015 

       

Capital Costs US$m     798  912  1,710 

 

Profit - long term low 136 132 268 1,242 1,070 2,312

Profit - long term high 258 253 511 3,065 2,888 5,953

NPV on existing basis - - - 70 61 131

NPV on extended resource - - - 108 94 202

(source: ADS/RMG)
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On the basis of a simplified discounted cash flow (DCF) 
a net present value (NPV) of $131m for the two projects, 
using the long-term high market price forecast in our 
assumptions is generated. The DCF model also takes 
account of the time before extraction begins. 

We assumed that Beowulf will begin active extraction 
in 2016 and that before then, there is little or no actual 
capital expenditure on the project. Thus, we have also 
applied a discount factor to the future capital expenditure 
to derive the real net present value of the expenditure. 
In addition to a standard Scandinavian iron project 
discount of 5%, we have applied a further aggressive 
discount rate of 23% to the cash flow, reflecting the 
speculative nature and timing of the venture, while the 
capital costs have been discounted at 10%.

In addition, we have produced a second DCF based 
on the anticipated increase in Ruoutevare’s resources 
from 140 million tones to 200 million tonnes giving an 
additional six years mine life and the increase in Kallak’s 
to 150 million tonnes extending mine life by a further 
year.  This DCF produced a NPV of $202 million gain 
using the same discount rate on the capital expenditure 
and a slightly lower, although still conservative discount 
rate of 22.5%. We have chosen this lower rate as we 
believe that the increase in the size of the mine reduces 
the overall risk.

Other Projects
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High priority exploration targets on extension of Lulepotten deposit

(source:  Energy Venture Ltd)

 
Geology and extension of mineralised trends of the Lulepotten Cu-Au 
deposit (source: Energy Venture Ltd)

Ballek and Grundträsk

The Ballek Copper/Gold/Uranium Project comprises four 
licences, covering 11 copper prospects including the 11,000 
hectare Lulepotten JORC-classified copper-gold deposit.  A 
JORC standard Inferred Resource estimate for this deposit 
was completed by Energy Ventures Ltd (EVE) in 2008 with a 
resource at 5.4 million tonnes grading 0.8% copper and 0.3 
g/t of gold, representing 43,000 tonnes of contained copper 
metal and 52,000 ounces of contained gold. 

EVE is presently completing a 1,600m drilling programme at 
Ballek, to test high priority targets on potential extensions 
of the Lulepotten deposit. 

Until September 2009, the Ballek project was subject 
to a joint venture agreement with Agricola Resources 
<PLUS:AGRI> but Beowulf reacquired full control of 
the Ballek project plus 5 additional, adjacent licences 
at Geddaur from Agricola’s, specifically for uranium, for 
£71,110 in cash. It simultaneously announced the signing 
of a more advantageous joint venture with Australian-listed 
Energy Ventures <ASX:EVE>. 

Under the new agreement, EVE can earn-in a 50% 
interest in the Ballek project in return for sole funding and 
completion of 1,600 metres of diamond drilling.  The drilling 
programme commenced in February and first results are 
expected by the end of April.  
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The Chairman of EVE and the EVE project manager for Ballek both worked on the Olympic Dam project (owned by BHP 
Billiton, it is the world’s fourth largest copper deposit).

Initial metallurgy tests on the Lulepotten deposit undertaken by MINPRO in July 2009 showed that a high grade 
concentrate could be produced containing 32.4% of copper, 320 g/t of silver, and 5.6g/t of gold. 

Grundträsk Gold Project

This project comprises 3 licences for 43km square valid until December 2011 in the county of Västerbotten in northern 
Sweden. This has become the main focus of exploration for gold and base metals by a large number of domestic as well as 
foreign exploring companies.  The property has good local infrastructure.  There is exploration, geophysical and gravimetric 
data and drill sampling by previous owner (Barrick Gold) showed a large number of metals, including gold and silver. 
Further drilling undertaken by Beowulf between 2003-2007 produced encouraging results with almost all of the 21 holes 
drilled intersecting gold bearing structures, some containing grades up to 14 g/t AU. Further drilling is required to extend 
and define the mineralisations and Beowulf is presently seeking a JV partner to complete such a programme.

Jokkmokk Copper Gold Project

Beowulf still holds one licence over a copper-gold project.  Initial positive drilling results in 2004 were not borne out 
in further drilling in 2005 and its joint venture partner, Phelps Dodge, withdrew at that point.   Beowulf has been in 
discussions on developing this project which are still continuing. 

Clive Sinclair-Poulton – Executive Chairman
After graduating from Cambridge University, he spent twenty 
years in investment banking in the City both with major 
international firms and also founding and subsequently selling 
his own stockbroking outfit.  He has been involved in the 
mineral resources sector for the past 15 years, most recently 
with Bezant Resources <AIM:BZT> which he co-founded and 
its predecessor, Tanzania Gold. In addition to his financial and 
banking experience he brings an entrepreneurial spirit and 
drive to the business. 

Jan-Ola Larsson – Technical Director
Larsson is a seasoned geologist with degrees from Uppsala 
University and a PhD from Imperial College London.  During 
his thirty years working in the industry he has worked with 
both major multinationals and small exploration companies 
in Canada, Brazil and Sweden. Jan-Ola is both a resident 
in Sweden and a Swedish national.  His previously held 
positions include Head of Geochemistry and Geological 
Survey of Sweden, LKAB Exploration Company.

Tony Scutt – Non-executive Director
Scutt was an early investor in Beowulf and has supported 
the company from the beginning. He is a Chartered 
Secretary and certified internal auditor with over 30 years 
of financial management expertise across the globe, most 
recently as Chief Internal Auditor of Shell UK. He is also a 
non-executive director of Starvest plc <AIM:SVE>, Agricola 
Resources plc <PLUS:AGRI> and Non-Executive Chairman 
of Uranium Prospects plc. 

Edward Taylor – Non-executive Director and 
Company Secretary 
Taylor has worked within the natural resources sector 
throughout his career undertaking a variety of accounting 
and administrative roles. He has held positions at Hardy Oil 
& Gas, Enterprise Oil plc and LASMO. He is a Director of All 
Star Minerals and Non executive Director of the following 
companies: U3O8 Holdings Plc, Valiant Investments Plc, 
Valiant Financial Media Ltd and Southern Star Mineral 
Resources Plc. He is also Company secretary for Oracle 
Coalfields Plc. 

Management
Beowulf has a small management team led by Executive Chairman Clive Sinclair-Poulton.
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Northern Iron <ASX:NFE> 
This Australian owned and quoted company  was established 
to acquire the Sydvaranger Iron Project in Northern Norway. 
This project has four JORC approved deposits totalling 140m 
tonnes contained iron ore and was mined between 1910-1997. 
There are also a number of other prospects, some of which 
have been previously mined.  In partnership with the Norwe-
gian group SVG, Northern Iron is bringing its deposits back 
into production; initial mining commenced in October 2009 and 
full grade production is expected in July 2010.  The intention is 
to mine 2.9 million tonnes per annum of concentrate grad-
ing at 67.5% over a 19 year mine life.  It is also planned to 
expand the resource and ramp-up annual production as the 
project advances.  There is considerable infrastructure already 
in place, requiring only refurbishment with additional capital 
expenditures expected to be around US$25m with the com-
pany already having invested US$205 million in the restart. 
The company’s current market capitalisation (as at 23/03/10) 
in US$ for comparison purposes is US$375m.

Northland Resources <TSX/OSL:NAU/NAUR>
Northlands Resources Inc’s principal project, Kaunisvaara, 
consists of three iron ore deposits in Northern Sweden with 
a JORC equivalent resource of 250 million tonnes at 35.2% 
Fe.  Production is expected to start in 2012 reaching full 
annual capacity of five million tonnes per annum in 2014 
and with an anticipated mine life of 24 years. Total capex 
for the project was estimated at US$617m but only $417m 
is required up front.  The project has good transportation 
infrastructure already in place and agreements with third 
parties to upgrade these where necessary. The current 
market capitalisation as at 23rd March 2010 is US$273m.

The table below compares data from the three companies:

Resource Fe measured Production due Production pa Cash balances Market cap US$

Beowulf 140mt 39.1% c.2016 10mt US$1.5m US$6.8m

Northlands Resources 459mt 35.2% 2012 5mt US$67m US$273m

Northern Iron 140mt 31.0% 2010 2.9mt US$31m US$375m

Too direct a comparison between the three businesses should not be drawn, but a quick analysis such as that above shows 
a dramatic discrepancy between how the other two businesses are valued compared to Beowulf. Even stripping out the cash 
balances and taking into account the imminence of production, it is hard to justify the other two companies being valued at 
more than 40 times the valuation placed on Beowulf.

Peer Comparisons
There are obviously a large number of mine exploration, development and production companies operating worldwide but 
we have chosen to focus on Beowulf’s closest peers. 

(source: Digitallook)
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Financials

Beowulf produced its preliminary results for the year to 
December 2009 in early March 2010.  Its figures showed a 
loss, as anticipated. This had increased from £398,664 in 
2007 to £520,096 last year. Net assets increased marginally 
to £473,225. At the end of the year the company had 
£190,332 in cash.  

The company has continued to fund its operations through 
the issue of equity, successfully raising £500,000 in June 
2009 through the placing of 25 million shares at 2p per 
share.  A further £1million was raised in March 2010 
through the issue of a further 40 million shares at 2.5p. This 
now gives the company sufficient working capital to finance 
the drilling campaign on Ruoutevare and Kallak with the aim 
of increasing its JORC iron ore resources from 140 million 
tonnes to 300 million. Following the placing there are 145.9 
million shares in issue. 

Beowulf attained a Swedish listing through AktieTorget AB 
in August 2008 trading under the symbol <BEO>.  It now 
has a growing number of Swedish investors. Beowulf has 
a number of investments in other similar quoted vehicles.  
These are:

•	 Agricola Resources <PLUS:AGRI> 

Beowulf has held 4.8% of this PLUS markets quoted 
company since March 2004.  It did have a JV with 
Agricola on the Ballek project but this was terminated in 
late 2009.

•	 All Star Minerals <PLUS:ASMO> 

Beowulf holds 8 million shares, the equivalent of 8% 
of this PLUS quoted company which has thorium and 
uranium licences in Sweden and Western Australia.

•	 Sunvest Corporation <ASX:SVS>  

The Company holds a small investment in this ASX 
listed investment vehicle.  Sunvest in turn holds 10.62% 
of Beowulf.

Strengths

•	 The iron ore remains buoyant with prices expected 
to rise further as the long term growth in the market 
continues

•	 Sweden offers political and economic stability in 
a “mining-friendly” regulatory environment with 
the Swedish government committed to mining and 
supportive of infrastructure requirements in the North 
of the country

•	 Strong and experienced management with the 
necessary expertise to drive the business forward

•	 Well funded, to allow it to continue its resource 
expansion

Weaknesses

•	 Lack of immediate local infrastructure at its major 
sites will require significant capital investment prior to 
any production.

•	  Additional capital will be required to fund full 
development of the deposits

•	 It remains at the early stages of development and is 
therefore still a speculative venture

•	 Likely environmental opposition to mining near two 
national parks may be lengthy and costly



Beowulf and the Market

Some believe a sea change is happening in the markets for iron ore.  With evidence that the bigger 
players, such as Rio Tinto, BHP Billiton and Vale, are pushing toward spot price with quarterly contract 
prices and some kind of convergence.   The mighty Nomura recently suggested a doubling over the next 
two years, beginning with a 70% year-on-year increase in 2010 (in its Metals & Mining note of March).  
With Tommy Cooper style perfect timing Beowulf has swung into action on their two iron ore projects up in 
the Arctic Circle.  

I have been to stand on “Iron Mountain” so I am pleased to see the Company proving up these large iron 
ore prospects themselves in what Chairman, Clive Sinclair-Poulton, has been describing to investors as a 
“race to value” as we raised £1m in a placing for the Company recently.  This comes after RMG reports 
suggest potential cash flow from the two projects could be US$5.9 billion over 15 year mine life there.  
With these developments going on, the recent funding, which is the biggest in the Company’s history, was 
very well received.  The Company has already signed a drilling contract to commence in April.  

As you may know, Beowulf has a portfolio of resources.  Many of these are active now, mainly with joint 
venture partners, such as Energy Ventures Ltd <ASX: EVE> on the copper/gold prospect Ballek which 
should see the conclusion of 1600 metres of drilling programme, by EVE, shortly.  Geological logging and 
sampling activities will then be undertaken, with results expected by the end of April. 

We are updating our research on the basis that the recent news adds a new dimension to the value 
potential of the Company as they pick up the larger of their prospects, and therefore keep more of the 
value of these two large iron ore projects.

Nick Bealer FCSI

Head of Corporate Broking

Tel: 020 7448 9823

Iron Ore 
Iron Ore is the most abundant mineral on earth and the 
iron it produces, namely steel, is the most commonly used 
metal in the world, accounting for 95% of all metal used. 
Iron-containing rocks are found across the world but various 
factors such as ore grades and deposit sizes mean not 
all deposits are commercially viable.  Iron ore mining is a 
high volume, low margin business, producing substantial 
quantities of waste rock for every tonne of iron ore 
produced. The percentage iron contained in each tonne of 
iron ore also differs with below 25% considered uneconomic 
and high grades being in excess of 65%. Recovery rates 
from the ore are not fixed but depend on the basic rock and 
other minerals contained and generally range from 70-98%. 

The US Geological Survey (Mineral Commodity Summaries 
January 2010) put total world mine production of iron ore 
at 2,300 million tonnes.  The largest producer is China with 
900 million tonnes – although it should be noted that this 
figure is crude ore as reported by the Chinese authorities, 
whereas the other countries report useable ore figures.  
However, even adjusting for this and using widely agreed 

production of useable ore of 568 million tonnes, China still 
remains the largest, followed by Brazil, Australia and India.  
These four countries dominate the market, accounting for 
80% of total iron ore production.  The chart below shows 
the breakdown of world mine production according to the 
US Geological Survey. We have adjusted the China figure to 
reflect the useable ore.
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World Iron Ore Mine Production
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(source: US Geological Survey)
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The economic production of iron ore is constrained by 
geography given transportation infrastructure requirements 
and high energy costs. This has led to production being 
concentrated in the hands of a few major global players. The 
three largest producers – Vale, BHP Billiton and Rio Tinto 
Group – dominate the market, accounting for over two thirds 
of world production. However, high demand and the rapid 
rise in prices in recent years has led to the opening and re-
opening of numerous lower grade or less accessible deposits 
previously deemed uneconomic leading to new, smaller 
entrants to the market. 

Demand 
98% of iron ore produced is used in the manufacture of steel, 
so there is a high correlation between its consumption and 
overall global economic activity. 

China continues to drive the market, accounting for more 
than 50% of global iron ore demand and over 60% of sea 
borne iron ore.  It imported 630m tonnes in 2009 – up 29% 
on the previous year. 

The chart below illustrates the importance of the Chinese 
market.

Iron ore pricing
The pricing of iron ore is undergoing a step change as it 
moves away from a contract basis, towards spot pricing.  
Historically, the vast majority of iron ore was sold at a 
price set after negotiation between the major consumers 
and producers, with the smaller operators falling into line 
with the benchmark figure.  There has always been a small 
spot market to take up the slack, but it has generally been 
ignored by the bigger operators. The system suited both 
parties as the producers had visibility of earnings and the 
customers had a guaranteed supply below the spot price. 
However, the benchmark system started to unravel in 2005, 
when Vale set its own deal with China, gaining a significant 
price increase.  Since then iron ore prices have risen 400%. 
The consumers - primarily China, but also the Japanese - 
fought hard to retain the contract until early last year when 
the spot price fell below the benchmark for the first time. 

Negotiations are currently underway for the 2010-2011 
contract price, which is due for finalisation at the end of 
April.  Talks are proving acrimonious with the producers 
pushing for an 80-90% increase on last year’s contract 
price of $60 per tonne but meeting fierce opposition from 
the major steel producers, in particular the Chinese.  It 
seems increasingly likely that a compromise will be reached 
replacing the annual contract price with quarterly pricing, 
allowing the producers to gain nearer to the market prices 
currently being achieved. Many industry commentators are 
expecting price rises of up to 70%, with a minimum rise of 
at least 40% to be agreed for the current year, to redress 
the huge imbalance between the contract and spot price, 
which currently stands at around $140 per tonne. 

The chart below illustrates the discrepancy between the two 
pricing systems.

 

(source: Port Hedland Port Authority)

 
(source: CRU)



Appendix One
The Joint Ore Reserves Committee 

The Joint Ore Reserves Committee (JORC) was formed in 
1971 to establish and prescribe minimum standards for 
public reporting or exploration results, mineral resources 
and ore reserves. Initially, it only covered Australia but has 
now been adopted as the template for mineral reporting 
around the world, alongside the Canadian CIM classification. 
Under the code, deposits are classified according to their 
economic value as occurrences, resources or reserves with 
sub divisions of each.  

The code sets out a system of classification of tonnage 
and grade estimates governed by statutes, regulations and 
industry best practice. Achieving JORC status on projects is 
a means of financially valuing arising the underlying assets. 

Categories are: 

Mineral occurrences – these are the least important and 
least economic deposits

Mineral resources – these have undergone a degree 
of scrutiny to attempt to quantify the metal content and 
such finds are considered potentially valuable and with 
reasonable prospects of eventual economic extraction. 

Indicated Resources have been sampled to a point of 
reasonable confidence that the site contains metal, grade, 
tonnage and geological characteristics

Measured Resources are where a competent expert has 
declared an acceptable estimate of the above with a high 
degree of confidence

Mineral Reserves – these are known to be economically 
feasible for extraction and are classed as either probable or 
proven
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Disclosures, Disclaimers & Warnings - Non-Independent Research

This document does not purport to be impartial investment research as defined by 
the Conduct of Business Rules of the Financial Services Authority and as such 
constitutes marketing communication. This document has not been prepared in 
accordance with legal requirements designed to promote the independence of 
investment research and is not subject to any prohibition on dealing ahead of the 
dissemination of investment research. 

The information enclosed herein should be considered “non-independent research” 
and is categorised as such because it has been prepared by persons who may be 
exposed to such conflicts of interest and is considered non-objective or non-
impartial.

MATERIAL INTEREST

We endeavour at all times to ensure that our financial promotions are clear, fair 
and not misleading, however, we do not hold it out as being impartial and it 
should not be viewed as wholly objective since Alexander David Securities Limited 
(“ADS”), is broker to, or is retained by, this company and any such financial 
promotion is therefore unlikely to be perceived as objective.

ADS, the directors and employees thereof and/or any connected persons may 
have or previously held a material interest in the company which is the subject 
matter of this communication and may from time-to-time add to or dispose of 
such interest. 

This report has been prepared for information purposes only and is not a 
solicitation or an offer to buy or sell any security. It does not purport to be a 
complete description of the securities, markets or developments referred to in the 
report. It is based on publicly available information and sources that we believe to 
be reliable but we have not independently verified such information and we do not 
guarantee that it is accurate and complete.

RISK WARNING NOTICE

All investments are speculative and prices may change quickly and go down as 
well as up. Past performance will not necessarily be repeated and is no guarantee 
of future success. There is an extra risk of losing money when shares are bought 
in some smaller companies including “penny shares”. There can be a big difference 
between the buying price and the selling price of these shares and if they have 
to be sold immediately, you may get back much less than you paid for them or in 
some circumstances, it may be difficult to sell at any price. It may also be difficult 
for you to obtain reliable information about the value of this investment or the 
extent of the risks to which it is exposed. Where a company has chosen to borrow 
money (gearing) as part of its business strategy its share price may become more 
volatile and subject to sudden and large falls. This investment may not be suitable 
for all investors, and clients should carefully consider their own personal financial 
circumstances before dealing in the stock market, particularly those on fixed 
incomes or approaching retirement age. If you have any doubts you should seek 
advice from your investment adviser or your broker at this firm.

AIM

The Alternative Investment Market (AIM) is market designed primarily for 
emerging or smaller companies. The rules of this market are less demanding than 
those of the official List of the London Stock Exchange and therefore companies 
quoted on AIM carry a greater risk than a company with a full listing.

For further information on ADS’s policies and procedures, including our conflicts of 
interest policy, please visit our website at www.ad-securities.com.

Emma Tysoe 

Alexander David 
Securities Limited

10 Finsbury Square
London  EC2A 1AD

T:	 0207 448 9800 
F:	 0207 256 9567

W:	www.ad-securities.com 
E:	 info@ad-securities.com

Alexander David Securities Limited is authorised and regulated by the  
Financial Services Authority and is a member of the London Stock Exchange.
Registered in England No. 06015379. Registered Office: 10 Finsbury Square, London EC2A 1AD.

Alexander David Securities is a dedicated,
independent broker providing the market
insight and investment advice that corporate,
institutional and private clients trust.
Alexander David Securities helps corporate, 
institutional and private clients to realise 
significant value in a dynamic trading 
environment, focusing on the very real potential 
of neglected opportunities.

We are a trusted advisor and critical friend and 
look to establish long term relationships with 
every client.

We have an old fashioned commitment to 
customer service but operate in an efficient, 
performance-driven culture to deliver results.

Our ethos is to be “in the market”, developing 
the essential insights necessary to provide 
astute business and investment guidance. We 
are well connected and bring our contacts, 
knowledge  
and experience to bear in every interaction.

Ultimately we deliver the market insight and 
investment advice you can trust.

www.ad-securities.com


