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Beaufield Resources Inc. is a mineral exploration company
concentrated on the acquisition, exploration, and development of precious and base metal resource properties
in Canada. Beaufield is well positioned to advance its
portfolio of properties and identify other potential opportunities in the mineral exploration or development stage.
The Corporation is actively exploring, well financed, has no
debt and has excess work credits on its properties.

beaufield.com
Jason Monaco jmonaco@firstcanadiancapital.com
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adventuszinc.com 1-416-230-3440

Powering Innovation
Explore • Discover • Develop
Through the application of our
proprietary Clean-iX® continuous
ion-exchange technologies, we
aspire to be a world leader in the
supply of metals which lower the
environmental burden.

The Discovery Group is a collaboration of like-minded companies that collectively
leverage strong industry relationships, global knowledge and proven technical skills.
The Discovery Group’s pillars are: •Integrity •Capital Market Support
• Technical Drive and •Corporate Social Responsibility.
CSR is at the forefront of our philosophy.
We have sought out credible team members and projects that are focused on the core
skills of exploration, discovery and development.

We focus on metals that are highly
geared to disruptive changes
in technologies and markets,
particularly in global energy and
transport.

We have a comprehensive inventory of good projects in various companies and
jurisdictions that have the capability of significantly enhancing shareholder value.

Booth 3308

ASX:CLQ
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cleanteq.com
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discoverygroup.ca

Stornoway is a leading Canadian diamond exploration and producing company
listed on the Toronto Stock Exchange under the symbol SWY. A growth-oriented
company, Stornoway owns 100% of its world-class asset based in one of the
world’s best mining jurisdictions: Renard Mine, Québec’s first diamond mine.

Booth 2938

stornowaydiamonds.com
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Cobalt briquettes produced at Sherritt’s Fort Saskatchewan plant. The hard, lustrous metal is used in the
production of high-temperature and wear-resistant super alloys, rechargeable batteries. JAMES HODGINS

Cobalt: Cluster of firms have momentum
FROM E1

Many investment professionals
who watch the sector closely see
the upward move for cobalt continuing.
“Ordinarily, I would be cautioning about potential new supply and that high prices won’t
last,” says Jon Hykawy, a longtime Bay Street analyst, currently
president of Stormcrow Capital
Ltd. “But in this case, cobalt is a
scarce material, is dependent on
the political stability of the DRC,
and isn’t easy to substitute. It represents a significant issue for the
next few years.”
There are a handful of companies positioned to benefit from
the cobalt trend. Dr. Hykawy says
that for many investors, buying
shares in Anglo-Swiss mining giant Glencore (GLEN) is an easy
way to invest in cobalt – though
the diversified miner isn’t a pure
play. Glencore has a major presence in the DRC’s cobalt mining
industry and owns the country’s
top-producing
copper-cobalt
mine, as well as a majority ownership in TSX-listed Katanga Mining Ltd. (KAT).
Some money-managers see
investing directly in Katanga,
which operates in the DRC, as a
better way to benefit from
cobalt’s rise.
“Katanga is the one real cobalt
deal among a cluster of small

names in the Canadian market,”
says Michael Smedley, executive
vice-president and chief investment officer at Morgan Meighen
& Associates.
He notes the company is the
only one of the junior firms coming on the Canadian scene with a
currently operating mine producing cobalt. He also highlights the
sizable investment from Congolese sources, and Katanga’s expe-

Cobalt is a scarce material, is
dependent on the political
stability of the Democratic
Republic of Congo, and isn’t
easy to substitute.
JON HYKAWY
PRESIDENT, STORMCROW CAPITAL

rienced board and management
team with deep experience in the
region.
Mr. Smedley also favours Sherritt International Corp. (S) as a
way to play cobalt. Unlike the
upstart players, Sherritt has a
long history, with roots stretching
back about 90 years. It has operating mines in Cuba and Madagascar, as well as a refinery in Fort
Saskatchewan, Alta. Today, its
production is roughly one-third
each of nickel, copper and cobalt,
with 2016 cobalt production top-

ping 3,100 tonnes.
Mr. Smedley notes that, as one
of the world’s Top 10 producers,
Sherritt will benefit from any
future surge in cobalt pricing. He
also says that Sherritt is one of the
few nickel companies producing
nickel of high enough grade that,
when used in lithium-ion batteries, less cobalt is required.
This “substitution effect” may
be a storm cloud on the horizon
for cobalt. Mr. Smedley notes that
an ever-increasing price for a
metal inevitably encourages development of other minerals and
processes as a substitute. If the
use of high-grade nickel in batteries grows, the reduced demand
for cobalt may lead to a drop in
the metal’s price.
In addition to Sherritt and
Katanga, there are other companies with Canadian connections
looking to make their mark in the
cobalt world. They include First
Cobalt Corp. (FCC), which plans
to revive activity in the Cobalt
Camp area in central Ontario, and
Cobalt 27 Capital Corp. (KBLT)
which invests in physical cobalt
as well as production streams.
There are also reports Brazilian
miner Vale is looking to raise
about $500-million for the rights
to future cobalt production at its
Voisey’s Bay nickel mine in Labrador.

Today, “there are diverse sources of funding in the industry
that I haven’t seen in my career, which goes back 40 years.”
Mining firms “would prefer dumb money to smart money.
And the money that’s around now is smart money,” he says.
“Which means that it is price- and performance-sensitive. It’s
an inconvenience. … But the truth is that the industry
requires and is getting adult supervision. So it’s a very good
thing.”
The public financing successes of 2017 included some
quality projects and themes that captured the market’s attention. That was the good news.
The bad news? “Too much money probably went to socalled hot commodities” like cobalt and lithium, Mr. Rule
says. “Money is usually allocated best to commodities that
are out of, rather than in, favour,” he says, citing uranium and
potash as examples.
Nevertheless, 2018 is shaping up as a good year on the public financing front. “My own suspicion … is that sectors respond to positive surprises. The expectation that investors
have for the mining industry is so low that it would almost be
impossible for it to underperform. It will be a challenge to get
under the bar, rather than over it.”
But what if the markets face a prolonged stretch of volatility marked by wide price swings and intense bouts of selling?
Mr. Rule, for one, thinks that’s exactly what could be in
store, at least for a short period. But he notes that resource
stocks are well-positioned to weather such dangers. “One
advantage that commodities might have in particular over
general equities is that many commodities are still priced at a
discount to their cost of production.”
And if volatility persists or nervous global investors worry
about what dreadful things could happen to their U.S. dollar
assets on President Donald Trump’s watch, there’s always
that tried and true shelter in a financial storm – gold.
Major gold producers, operating with more disciplined
management and stronger balance sheets than they have
had in years, don’t face any serious capital shortages. Junior
players are always in need of additional cash, but they likely
won’t be rushing to the market for a lot of new financing this
year either, even if bullion prices continue to improve.
“While gold has lifted, it hasn’t lifted enough that it’s
attracted mainstream investors,” says veteran gold analyst
John Ing, chief executive with Maison Placements Canada
Inc. in Toronto. “They are still playing marijuana stocks, bitcoins and chasing other hot volatility groups.”
The TSX gold index is still stuck in neutral. “My sense is
that you have to get bullion above the $1,400 area in some big
moves,” Mr. Ing says. “And then you’ll get the investor coming back.”
The junior miners aren’t waiting around for them to
return. Instead, they have been turning to senior or mid-size
producers, streaming companies or other sources of capital
in exchange for minority equity stakes or royalty positions.
Interest is picking up, “so I think we’ll see more money
raised by gold companies in 2018,” says Nolan Watson, chief
executive of Vancouver-based Sandstorm Gold Ltd., which
provides financing to gold mining firms in exchange for royalties or the right to purchase a share of the production.
The broader industry trend is certainly headed in the right
direction. Global spending on exploration climbed last year
for the first time in five years. Canada remains the leading
destination, accounting for US$1.1-billion, nearly 14 per cent
of the exploration pie, according to a report by SNL Metals &
Mining.
“When you see activity like this, there is almost always
pressure to IPO to raise capital and develop the assets,” says
Phil Hopwood, head of Deloitte’s global mining group. “Given the recent bull run in commodities like zinc, nickel and
copper, as well as continuing favourable conditions for coal –
not to mention the emerging ‘commodities of the future’
[cobalt, lithium, graphite] – it is not surprising to see the increasing activity around IPOs.”
Special to The Globe and Mail

Special to The Globe and Mail

The bright side of the diamond supply gap
If global supplies
of newly mined rocks
go down, conflict-free
Canadian production
may be more valuable
DAVID ISRAELSON

F

or investors scratching their
heads about the future of
volatile world markets this
year, David Whittle offers an alternative: Say it with diamonds.
“We’re the largest new diamond mine in the Northwest Territories,” says Mr. Whittle, interim
president and CEO of Mountain
Province Diamonds Inc. (MPVD).
His Toronto-based company is
a 49-per-cent joint venture partner with mining giant De Beers
Canada Inc. in the mine called
Gahcho Kué, a remote fly-in/fly
out operation 280 kilometres
northwest of Yellowknife.
“De Beers is the operator. They
run it hands-on, and we’re fully
involved with the oversight and
management. We take a fulsome
role in the decision-making,” Mr.
Whittle says.
The mine started pre-commercial production in 2016 and went
into commercial production in
the middle of last year.
“We’ve been at what’s called
full-rate production since last
May,” Mr. Whittle says. “The diamonds we produce are ‘split in
kind.’ We take our 49 per cent and
DeBeers takes its 51 per cent and
we go off and sell our diamonds
separately.”
The rough diamonds extracted and eventually sold by Mountain Province after processing are

Booth 2417B 1-514-481-3172 fancampexplorationltd.ca

Gahcho Kué mine is operated jointly by Mountain Province Diamonds and De Beers in the Northwest Territories,
280 km northwest of Yellowknife. The mine went into commercial production last year. TERRY KRUGER

used for jewellery, and marketed
around the world. China and other parts of Asia are considered
important primary markets.
The most prized diamonds extracted are known as “fancy” and
“special” stones. “A fancy stone is
one with colour in it, say yellow,
pink or red. A special stone is
simply one that is 10.8 carats or
bigger. It has nothing to do with
appearance. It can be the biggest
ugliest stone, but if it’s that size,
it’s special,” Mr. Whittle says.
Industrial diamonds, used for
drill tips and precision machinery, are increasingly supplied by
synthetic diamond manufactur-

ers, he adds.
In December, Mountain Province completed its 10th diamond
sale, selling 364 carats at US$53
per carat for proceeds of US$19.1million in the sale. The price per
carat was down – in the second
quarter of 2017 it reached US$91.
But the company said in a
statement that this partly reflects
that in the production split with
De Beers for the 10th sale, De
Beers won the bid for the fancy
and special diamonds in that
round.
Des Kilalea, mining analyst
with Canaccord Genuity in London, explains that while the fan-

cy and special diamond market
has its obstacles, and the industry sometimes has structural
challenges, the widespread desire
for diamond jewellery remains
enduring, perhaps even timeless.
There has also been a persistent myth that diamond prices
will go up forever, Mr. Kilalea
adds. But this is mitigated by the
fact that even though mines like
Gahcho Kué are productive, the
supply of newly mined diamonds
is about to go down.
“From about 2019, diamond
production will start falling.
That’s certain,” he says.
Richard Hatch, analyst with

R
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Miners go back to (business) school
JENNIFER LEWINGTON

S

econds count when scheduling fleets of trucks to haul
waste rock and coal from a
mine site.
That’s why engineer Cory Takenaka, superintendent of processing at a southeastern British
Columbia coal mine of Teck
Resources Ltd., chose truck productivity as his assignment to
complete a company-funded,
mining-focused Executive Master
of Business Administration at
Simon Fraser University’s Beedie
School of Business in 2015.
His analysis of the amount of
time trucks were not moving materials at Line Creek, followed by
the introduction of best operating practices, led to a 15-per-cent
rise in fleet efficiency over 201415. “We measure efficiency in seconds, given the size of the fleets,”
he says, estimating savings of
“millions of dollars” through
reduced idling time.
The customized mining EMBA

for high-potential employees at
Teck, developed by Beedie for the
company in 2010, is one example
of mining industry efforts to
attract a new generation of wellrounded leaders with technical
expertise and political savvy to
manage unprecedented disruption.
“Mining has become a very difficult business and will continue
[to be],” observes Andrew Swart,
global mining consulting leader
for Deloitte, which recently
issued a report identifying “reenvisioning talent management”
as one of 10 top sector trends
worldwide.
Given the pressure to embrace
digital-driven automation, environmental stewardship and community engagement, says Mr.
Swart, “you have to do things differently and you need people
who think differently.”
“If mining companies want to
survive and they want to become
sustainable they have to drive internal renewal. That doesn’t
mean getting rid of people; it

means reskilling people [and]
equipping people with new skills
and attracting new talent.”
In a $56-billion sector defined
by boom and bust, the challenge
is not lost on industry leaders.
“There has been a significant
generation gap that has developed over the last couple of decades,” says David Garofalo, president and chief executive of Goldcorp Inc., citing waves of layoffs in
lean times. As a result, he says,
“we have older employees who
have prolonged their career and a
younger generation that is just
getting into the mining sector but
the most productive group in the
middle age, where you have the
best balance of age and experience, is largely absent.”
His company, for example, offers in-house training that includes a three-year “graduate development program” for young
employees to develop technical,
communication and leadership
skills.
Elsewhere, companies tap academic programs tailored for the

sector. In 2012, York University’s
Schulich School of Business introduced a mining specialty in its
two-year Master of Business Administration, featuring finance,
environmental sustainability and
other industry topics.
“The mining industry has been
spectacularly successful in basically turning off a whole generation of people from mining as it
goes through this inevitable cyclical nature of its business,” says
Richard Ross, a former chairman
and chief executive officer and
founding director of the Schulich
specialty.
Over the past six years, Schulich has graduated 81 students
who have landed industry positions in finance, business development, sustainability and consulting. Sophisticated leaders can
have bottom-line impact, he says.
“You can’t make decisions in isolation anymore; it doesn’t work,”
he says.
A demand for well-rounded
leaders was the genesis for Beedie’s customized EMBA, which
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grew out of a relationship with
Teck dating back 20 years. After a
round of corporate downsizing,
the company recognized “big
gaps emerging,” recalls Mark Selman, director of Beedie’s community and corporate programs.
Of particular concern to Teck
was that engineers lacked business and other training to succeed in senior positions.
Today, more than 300 Teck
employees have completed a
graduate diploma in business education.
For Mr. Takenaka, for whom
the next step at the company
would be to become a general
manager, his truck productivity
assignment not only yielded cost
savings from reduced idling time
but generated environmental
benefits from reduced diesel fuel
consumption and emissions.
“We were making it a safe
working environment while we
were pushing through that extra
second [of efficiency],” he says.

and Glencore PLC.
The fund should benefit from
rising commodity prices, but
there is also “operational risk,” he
noted.
For instance, some resource
players may not be able to hold
down costs to compete against rivals, he said. And rising commodity prices may already be reflected in a company’s stock
prices because the market tends
to be forward looking, he added.
The ETF’s 0.40-per-cent fee, however, is reasonable, he said.

Cobalt and lithium aren’t the
only metals surging in price. Early this year the price of palladium broke through to its highest
level ever. The move above
US$1,100 per ounce topped the
previous high set in 2001, when
Russia restricted exports of one
of the world’s rarest metals.
The surge in palladium can be
traced to some fraudulent technology devised by Europe’s top
auto maker.
Palladium’s main use is in catalytic converters for vehicles.
An estimated 80 per cent of
global palladium demand comes
from this application. In 2015
Volkswagen was caught using a

with other niche ETF offerings, he
said.

weightings in the ETF, he added.
The ETF’s 0.39-per-cent fee is
competitive with its closest peers,
he said.

DENISE DAVIDS, ETF AND MUTUAL
FUND ANALYST AT INDUSTRIAL
ALLIANCE SECURITIES INC.,
TORONTO

Ms. Davids.
China’s targeted cut in aluminum production as part of its supply-side reforms policies could
help boost prices of this metal,
she said.
Demand is also growing for
aluminum to be used in vehicles
to increase fuel efficiency
because of its lighter weight, she
added.
Top holdings include Teck
Resources, Freeport-McMoRan,
and BHP Billiton. The ETF’s 0.61per-cent fee is on the higher side
for a passive index offering, but
there are few offerings domestically in this space, she noted.
Risks to this ETF include slowerthan-expected
growth,
and
heightened volatility due to a narrow mandate, she said.
“This ETF is a better as a tactical play.”

cal play.”

The pick: SPDR S&P Metals &
Mining ETF (XME)
This ETF, which owns U.S.-listed metals and mining stocks, is
better suited for making a shorter-term, tactical bet on the sector, says Mr. Bryan.
The fund also uses a modified,
equal-weighting method for
stock holdings as opposed to

Special to The Globe and Mail
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The pick: Global X Copper Miners ETF (COPX)
This fund, which invests in
companies involved in mining
copper, is better suited as a tactical play on a global recovery, says
Ms. Davids.
“When the economy is growing, manufacturing generally
picks up, as does spending on
construction and infrastructure.
This helps boost demand for copper, as it is a key input for these

dealership in Toronto. MATTHEW SHERWOOD/THE GLOBE AND MAIL
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Exploration/expansion upside

Exploration/expansion upside

so-called “defeat device” to
make its diesel vehicles appear
to meet emission standards.
Both diesel and gasoline powered cars require palladium in
their catalytic converters. But
diesels use significantly less.
Since the Volkswagen scandal,
sales of diesel-powered vehicles
have fallen. Increased market
share for gasoline-powered vehicles has meant increased
demand for the limited global
supply of palladium.
Since hitting a record high, the
price of palladium has pulled
back – and some market observers see more softness
ahead. The research team at

French investment firm Natixis is
positive on the future of palladium, but it believes there could
be a correction in the trading
price. One reason for that call is
auto makers responding to the
higher price by finding ways to
use less palladium, and to develop alternatives to the metal.
Palladium futures trade on the
New York Mercantile Exchange.
There are a small number of
publicly traded companies with
significant exposure to palladium – the top Canadian producer
is North American Palladium Ltd.
(PDL).
TERRY CAIN

Growth potential
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Diverse asset base

‘I think we’ll see more money raised by gold companies in
2018,’ says Nolan Watson, chief executive of Vancouver-based
Sandstorm Gold Ltd.

Sustainable dividend

Wheaton
Precious Metals

Sustainable dividend
100% precious metals
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Diverse asset base

At Wheaton Precious Metals, we offer investors attractive margins, sector-leading
cash ﬂows and
a portfolio
of top-tier assets. Discover why we believe we are
Sustainable
dividend
the premier option for investing in the precious metals space.

POLYMETALLIC PRODUCER
with exciting GROWTH
POTENTIAL

At Wheaton
Precious
Metals,prices
we offer investors attractive margins, sector-leading
Leverage
to commodity
cash ﬂows and a portfolio of top-tier assets. Discover why we believe we are
the premier option for investing in the precious metals space.

NextSource Materials Inc. is a mine development
company based in Toronto, Canada, that is
developing its 100%-owned, feasibility-stage
Molo Graphite Project in Madagascar.

Booth 2510
nextsourcematerials.com

Signiﬁcant discovery of new high-grade zones at Cusi resulting in increase to resource estimate
Successful exploration program at Cusi, Bolivar and Yauricocha
Signiﬁcant increase to Mineral Reserves at Yauricocha by 134%, doubling mine life
Successful implementation of operational improvements at all 3 mines
Solid operational and ﬁnancial results
TSX: SMT | BVL: SMT
www.sierrametals.com
NYSE American: SMTS

At Wheaton Precious Metals, we offer investors attractive margins, sector-leading
cash ﬂows and a portfolio of top-tier assets. Discover why we believe we are
the premier option for investing in the precious metals space.

Mining’s only pure play palladium producer

HIGHLIGHTS
Booth 2515
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Vancouver, BC Canada V6C 3E8
604-689-7842

The pick: Global X Lithium &
Battery Tech ETF (LIT)

Not all precious metals investments are the same.

Not all precious metals investments are the same.

LUNDINGROUP
The Lundin Group began over 40 years ago
with oil and gas exploration in the Middle
East. Today the Lundin Group operates
in 25 countries around the world and in
virtually every commodity. The Lundin Group
is known for discovering and developing
large resources and building worldclass operations. They have attracted an
impressive team of skilled management
and technical personnel with the same
entrepreneurial drive and ability to seek
out, acquire and manage high growth, high
potential projects.
Growth in shareholder value in a socially
responsible manner is the Lundin Group’s
main focus. The Lundin Group focuses on
building their producing companies into solid
mid-tiers and beyond while maintaining a
roster of strategically focused exploration
companies around the globe.
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Six mining ETFs to play global growth

RBC Capital Markets in London,
agrees. In a presentation last
year, he noted that exploration
for new diamond sources is
focused on regions (including
Canada) where previous ore
bodies have been found.
This doesn’t necessarily mean
that the diamond mining sector
will face a completely smooth
ride, Mr. Kilalea adds. Diamond
producers face a number of challenges, including difficulty getting credit for those in the midstream who cut and polish the
diamonds, resource nationalism
in some producing countries, tax
changes and cyclical slowdowns
among consumers.
Mr. Whittle says the sector
took a hit, for example, when India imposed capital controls on
its currency in 2013. “A lot of cutting and polishing is done in India, and that disrupted the industry,” he says. Similarly, the diamond market tends to wobble
when
Chinese
consumer
demand goes down from time to
time.
But the outlook is good right
now, even if stock markets are
shaky. And Mr. Whittle notes that
a proven supply of diamonds
from a conflict-free zone like
Canada will make it more valuable if supplies do reduce. As the
Economist noted recently, despite the stock dip, the world is in
an unusual situation where economies in virtually all regions are
growing, albeit at different
speeds.
“There’s a fair amount of disposable income in the system
right now,” Mr. Whittle says.
Which is often an opportunity to
buy someone a diamond.

PALLADIUM’S RECORD-BREAKING HIGH

Fancamp Exploration Ltd. is a Canadian junior mineral exploration company. It continues to
evolve into a holder of shares in partner companies together with royalties. The Company
has an exceptional inventory of resource properties in three provinces; Quebec, Ontario and
New Brunswick. The commodities include gold, base metals, chromium, titanium and iron.
The Company is a reporting issuer in British Columbia, Alberta, Ontario and Quebec and its
common shares are listed for trading on the TSX Venture Exchange under the symbol FNC.
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Beaufield Resources Inc. is a
mineral exploration company
concentrated on the acquisition,
exploration, and development
of precious and base metal
resource properties in Canada.
Beaufield is well positioned to
advance its portfolio of properties and identify other potential
opportunities in the mineral
exploration or development
stage. The Corporation is actively
exploring, well financed, has
no debt and has excess work
credits on its properties.
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