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Stock Sector Analyst Recommendation 
Metals Exploration Plc Mining Paul Compton Buy 

  

Upcoming Results and Meetings  

Investor Meetings and Results  

Company Results Investor Meetings 
Accsys Technologies  28 Aug 
Somero 6 Sept 6 Sept (pm) 7 Sept (CS have M-Z & Scotland) 13 Sept, 14 Sept 

(Scotland) 
Playtech 4 Sept  14 & 15 Aug; 4 Sept (pm) 5 Sept (interim results) 
Healthcare Locums  16 & 17 Aug 
Robotic Technology Systems 26 Sept 26 Sept 
Emblaze 10 Sept 10 Sept 
Mavinwood 12 Sept 12, 13 &17 Sept 
NewMedia Spark  10 - 11 Sept 
Stem Cell Sciences 12 Sept 12 - 13 Sept 

   

Bid and Offer List   

Bid Offer 
Global SP & Wrts ACP Mezzaine  
Medicsight Infinity Bio 
Playtech Concateno 
Ambrian ACP Capital 

 

Albemarle & Bond 

 

Marwyn 2 

 

O12 

 

Mavinwood 

 

IFR 

 

Quatro 

 

Spring Group 

 

Northwest Biotheraputics 

 

Dart Group 
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Collins Stewart Europe Limited is stockbroker to Metals Exploration plc and 
makes a market in the Company's shares. This document is non-impartial 
investment research. Please see disclaimer for further information
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Metals Exploration plc
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Contact 
Paul Compton 
+44 (0)20 7523 8426 
pcompton@collins-stewart.com  

Recommendation  BUY 

   
Opportunistic nickel investment 

Price  43p 

  

Target  48p 
Event  

Metals Exploration have announced the acquisition of exclusive rights to 
explore and mine the Waigeo Island nickel laterite projects in Indonesia, 
currently held by a local Indonesian company Batan Pelei Mining, for an 
initial consideration of US$100k with revenue linked royalties in the event of 
economic operation. The company will review the nickel laterite resources 
identified historically and study the economic viability of a direct shipment of 
ore (DSO) operation.   

Quest data Current 5-yr ave
Market Cap: £38m
EV: £45m

Shares issued: 89m
Daily ave. volume: <1m

 

Stock Performance   
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Metals Exploration plc FTSE AIM (Rebased)

  

Performance 1m 3m 12m

Absolute % -3 21 19

Relative* % 5 28 9

 

Source: Datastream  *Rel to FTSE AIM 

 

Analysis 
We believe this is a favourable acquisition for the company given the low 
cost of entry and substantial upside should the project prove successful. The 
project brings the prospect of near term cashflows for the company and 
gives exposure to the fundamentally strong nickel market. 

Market Dynamics 
DSO operations have been in existence for over 50 years and involve the 
mining of nickel ores usually in Indonesia, New Caledonia, Philippines, etc. 
for shipment to processing plants in Japan, China or Australia. The nickel 
supply shortage over

 

the past year or two coupled with the recent spike in 
nickel prices has resulted in a substantial increase in DSO volumes, notably 
into China. This material in particular has been converted into a low quality 
Pig Nickel 

 

a low grade ferronickel product 

 

which is sold on to stainless 
steel producers.  

Opportunity 
The opportunity for Metals Exploration will be to verify the resources and 
consider the economics of developing a DSO operation. DSO operations by 
definition require limited construction and can be brought into production in a 
relatively short period of time (<12 months). The company s aim is to 
conclude the exploration, permitting and development phases of the project 
within the next 12 to 18 months during which time nickel supply is expected 
to remain constrained and prices well supported.  

We await the outcome of the resource review and feasibility study on the 
project, however we view the acquisition as value enhancing and an 
opportunistic play on the nickel price, although it will remain secondary to the 
company s flagship Runruno gold project. Considering the contained value 
of nickel in the ground, comparable operations and the risks associated with 
the project, we value the Waigeo acquisition initially at £3M or 4p per share 

We restate our buy recommendation and raise our price target to 48p.    
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Disclosure. Prices of securities mentioned are as at close of business on 10 August 2007 unless indicated otherwise.     

Research Recommendations issued by Collins Stewart Europe Limited in Q2 2007  

Recommendations Buys

 

Sells

 

Hold/Neutral

 

Percentage of Total  55% 19% 26% 

Percentage of which in Corporate Client stocks  16% 0% 2% 

 

This document is not impartial investment research.

 

The individuals who prepared this document may be involved in providing other financial services to the company or companies referenced in this document or to 
other companies who might be said to be competitors of the company or companies referenced in this document. As a result both Collins Stewart Europe Limited and the individual employees who prepared this document 
may have responsibilities that conflict with the interests of the persons who receive this document and you should therefore not rely on this document as being an independent, impartial or objective view of the value or 
prospects of the companies and/or investments referred to herein. 

This document has been issued by Collins Stewart Europe Limited for information purposes only and is not to be construed as a solicitation or an offer to purchase or sell investments or related financial instruments. This 
document has no regard for the specific investment objectives, financial situation or needs of any specific entity. Collins

 

Stewart Europe Limited and/or connected persons may, from time to time, have positions in, make a 
market in and/or effect transactions in any investment or related investment mentioned herein and may provide financial services to the issuers of such investments. The information contained herein is based on materials 
and sources that we believe to be reliable, however, Collins Stewart Europe Limited makes no representation or warranty, either express or implied, in relation to the accuracy, completeness or reliability of the information 
contained herein. All opinions and estimates included in this document are subject to change without notice and Collins Stewart Europe Limited is under no obligation to update the information contained herein. None of 
Collins Stewart Europe Limited, its affiliates or employees shall have any liability whatsoever for any indirect or consequential loss or damage arising from any use of this document. 

Investments in general involve some degree of risk. The investments discussed in this document may not be suitable for all investors. Investors should make their own investment decisions based upon their own financial 
objectives and financial resources and, if in any doubt, should seek advice from an investment advisor. Past performance is not necessarily a guide to future performance and an investor may not get back the amount 
originally invested. Where investment is made in currencies other than the investor's base currency, movements in exchange rates will have an effect on the value, either favourable or unfavourable. Levels and bases for 
taxation may change. 

For United Kingdom: This document is intended only for the benefit of market counterparties and intermediate customers (as detailed in the FSA rules) and should not be relied on by private customers. If a market 
counterparty or intermediate customer who receives this research sends or discloses it to a private customer for whatever reason, they should take appropriate steps to explain that the private customer should not rely 
upon this research and that it should not be seen as an impartial assessment of the companies and investments that it refers to. 

Distributed in the UK by Collins Stewart Europe Limited, which is authorised and regulated by the Financial Services Authority and is a member of the London Stock Exchange. 

For United States: This document is distributed in the United States by Collins Stewart, Inc. ("CSI") and is intended for distribution in the United States to institutional investors only. CSI, a wholly owned subsidiary of 
Collins Stewart Europe Limited, is broker-dealer registered with the U.S. Securities and Exchange Commission and is a member of the NASD. U.S. persons seeking more information about any of the securities discussed 
in this document, or wishing to execute a transaction in these securities, should contact Collins Stewart, Inc. at Collins Stewart Inc., 41st Floor, 444 Madison Avenue, New York, NY 10022 (Tel: +1 212 652 9000). 

To the extent required by applicable U.S. laws and regulations, CSI accepts responsibility for the contents of this document. Investment products provided by or through CSI or Collins Stewart Europe Limited are not FDIC 
insured, may lose value and are not guaranteed by CSI or Collins Stewart Europe Limited. Investing in non-US. securities may entail certain risks. The securities of non-US. issuers may not be registered with or subject to 
SEC documenting and other requirements. The information available about non-US. companies may be limited, and non-US. companies are generally not subject to the same uniform auditing and documenting standards 
as U.S. companies. Fluctuations in the values of national currencies, as well as the potential for governmental restrictions on currency movements, can significantly erode principal and investment returns. Market rules, 
conventions and practices may differ from U.S. markets, adding to transaction costs or causing delays in the purchase or sale of securities. Securities of some non-US companies may not be as liquid as securities of 
comparable U.S. companies. 

CSI and/or Collins Stewart Europe Limited may have material conflicts of interest related to the production or distribution of this document which are disclosed herein. CSI and its affiliates (including Collins Stewart Europe 
Limited) may own 1% or more of a class of common equity securities of the issuer(s) named in this document. CSI or Collins Stewart Europe Limited may have managed or co-managed a public offering of the securities of 
the issuer(s) named in this document. CSI may engage in market making activities in respect of the securities of the issuer(s) named in this document. 

The analyst principally responsible for preparing this research report hereby certifies that all views expressed in this document accurately reflect his/her personal views about any and all of the issuers and securities named 
in this report, and further attests that his/her salary and/or bonus received from Collins Stewart Europe Limited was, is, or may be directly or indirectly related to, and may influence, the

 

specific recommendations or views 
expressed by the research analyst in this document. 

For Jersey, Guernsey and Isle of Man: This document is sent to you by Collins Stewart (CI) Limited ("CSCI") for information purposes and is not to be construed as a solicitation or an offer to purchase or sell investments 
or related financial instruments. This document has been produced by our parent company, Collins Stewart Europe Limited, for circulation to its institutional clients and also CSCI. Its contents have been

 

approved by CSCI 
and we are providing it to you on the basis that we believe it to be of interest to you. This statement should be read in conjunction with your client agreement, CSCI's current terms of business and the other disclosures and 
disclaimers contained within this document. If you are in any doubt, you should consult your financial adviser. 

CSCI is licensed and regulated by the Guernsey Financial Services Commission, the Jersey Financial Services Commission and the Isle of Man Financial Supervision Commission. CSCI is registered in Guernsey and is a 
wholly owned subsidiary of Collins Stewart plc. 
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