
 

 

OECD: Economic 
Recovery in Britain - 
fastest of its Peers! 
 
As I write this Edition on 3rd September 2013, news 
reaches me that Britain is enjoying a rapid economic 
recovery following the recession, according to the 
Organisation for Economic Cooperation and 
Development (OECD). Further, it predicts that growth 
will accelerate in the second half of the year, with 
growth at 1.7% between June and December.  
 

 
  Above: UK GDP Since 2008 
 
The OECD reports that near term forecasts for most 
of Europe, Japan and the US are exhibiting continued 
expansion, at rates close to those of a normal 
economic recovery. The Organisation is attributing its 
better outlook to stronger than expected recent 
indicators such as gains in industrial production, 
improved consumer confidence, sharply higher 
business surveys and a stronger US housing market. 
 
In the advanced economies, the weak euro zone 
countries are still shrinking, whilst growth forecasts 
for Germany, France and the UK were all revised 
upwards. As for China, the OECD sees its problems as 
already past their worst.  
 
The OECD has recommended that the Federal 
Reserve should slow its rate of money expansion, but 
told other advanced economies that it is necessary to  

 
 
continue to support demand, including through 
unconventional monetary policies, in order to 
minimise the risk of the recovery being derailed. 
 
The OECD still believes there are risks to the 
continued recovery, but no doubt the figures will 
cheer the Chancellor and we can expect the Office for 
Budget Responsibility will have to revise its 2013 and 
2014 growth forecasts in the November Autumn 
Statement, as their forecasts are considerably lower.  
 

 

The Markets 
 

Instrument Value Change on 
Month (%) 

Year-to-
date 

FTSE 100 6,413 -3.2 8.2 

FTSE All Share 3,410 -2.8 9.8 

FTSE 250 14,626 -1.7 18.3 

FTSE Aim All 
Share 

753 4.7 6.8 

Dow Jones 
Industrial Average 

14,810 -5.1 13.0 

Nasdaq 3,590 -1.1 21.3 

CAC 40 3,934 -1.5 8.7 

Xetra Dax 8,104 -2.1 6.5 

Nikkei  13,389 -2.0 28.8 

Hang Seng 21,731 -0.7 -4.2 

GOLD ($) 1,408 6.1 -15.4 

Oil Brent Jul ($) 114.01 6.6 3.0 

 
Markets at close on Friday 29th August 2013 and 
Capital returns in August and year to date. 
 

Small Cap 
Round-up 
The objective of the round-up is to highlight a 
number of stocks we have seen and to be open about 
our thoughts and views. In addition we will highlight 
a few companies we are particularly keen on and 
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explain why, but provide details only of the previous 
month’s news. Further information is available from 
your Beaufort Securities broker upon request. 

  
 
August News 
In early August, Auhua 
announced to the market 
that its wholly-owned subsidiary, Auhua Holdings 
Limited, had entered into a Heads of Terms for the 
acquisition of the business and assets of two related 
companies, Ziolar Pte Ltd and Taiwan Ziolar 
Technology Co. Ltd, for a total consideration of 
US$4.5m. This will be satisfied by a total allotment 
and issuance of 11,727,022 new, locked-in, Auhua 
shares at 22.5p each plus a convertible loan note for 
an aggregate sum of US$0.5m with 6 months term, 
whereafter it can be redeemed or converted into 
1,465,878 further new Auhua shares (also at 22.5p) at 
the holders’ prerogative.  

The announcement is one of the new technological 
initiatives Auhua has been examining for some time 
and referred to in Beaufort’s most recent research 
publication (16th July 2013). Potentially this 
acquisition is ground breaking not just for Auhua but, 
on a longer view, for the solar thermal industry as a 
whole. The technology is young, needs to undergo 
larger scale trials and is only now in the process of 
securing its intellectual property. Auhua’s 
management, nevertheless, recognises that its 
successful adoption could quite dramatically increase 
system efficiencies and result in a reduction panel 
size. In so doing, Auhua appears to have found a way 
to retain its leading position in Chinese split-unit solar 
thermal technology as well as offering something 
new to its prospective international customer base.  

Whereas Auhua’s past research and development has 
centred on the solar water heater tank, Taiwan 
Ziolar’s focus has been on the thermal panels. Its 
mission is to apply advanced thin film coating 
technology to develop integrated, high performance, 
low cost thermal collectors. Although the 
commercialisation of such products frequently suffers 
unexpected delays, management remains confident 
of its ability to start incorporating the new 

technologies into its next generation of split-units 
within 12 months. Key strategic benefits of the 
acquisition include:  

 Enhanced system performance. The new 
Auhua stainless steel panel with integrated 
PVD selective coating that increases system 
efficiency by 40% and provides superb 
performance during cloudy or cold weather.  
 

 Reduced cost structure. Driven by high 
efficiency and integrated product design, the 
per kW cost of the improved Auhua panel is 
expected to be 30% lower than traditional 
technology. 
 

 Compact panel size. Improved efficiency 
leads to smaller installation size and wind 
resistance that could be better 
accommodated on high rising buildings than 
more traditional panels.  

 

 Accelerated innovation. The anticipated 
pooling of the combined research and 
technology will help to streamline product 
development and better address the evolving 
needs of this dynamic industry.  

Assuming these new technologies can be successfully 
adopted, and that their integration does not 
significantly alter the economics of 
production/maintenance, the ramifications have the 
potential to go far beyond Auhua itself. One should 
bear in mind that while technological innovation has 
not significantly impinged on the solar thermal panel 
over the past decade, such green power initiatives, 
often incentivised by governments, have become a 
multi-billion dollar global industry. A report published 
by the International Energy Agency (2009), stated 
that the IEA “Energy-efficient Buildings: Heating and 
Cooling Equipment” roadmap projects that solar 
thermal capacity in the building sector could increase 
by more than 25 times to reach 3740 GWth by 2050. 
Clearly, given the scale of the evolving industry, any 
groundbreaking technology capable of raising panel 
efficiencies by 30% or more will become highly 
sought after. Quite separately from its core split-unit 
water heater business, the licensing opportunities for 
this new technology for Auhua alone could be huge.  



 

 

Also in August, Auhua Clean Energy announced that 
one of its wholly-owned subsidiaries, Weihai Auhua 
New Energy, received the award for "Industrialization 
of Significant Energy Saving Technology" from the 
Shandong Province. The award was given to the 
company for its highly efficient spectral selective 
absorbing coating technology, which formed part of 
its flat panel split-unit solar water heaters. Weihai 
Auhua will also be receiving an incentive grant of 
RMB 500,000 from the Shandong government. Each 
year, Shandong Province awards 80 companies across 
multiple sectors which demonstrate technologies 
that can be developed into energy saving equipment 
for mass production.  

This recognition of Auhua’s spectral selective 
absorbing coating technology adds another feather to 
the company’s cap of achievements. Shandong 
province is the hub of solar thermal activities in 
China, providing further scope for development and 
expansion of the company’s activities. 

Beaufort Securities are Broker to Auhua Clean Energy 

  
 
August News 
Ferrex announced the 
upgrade of its exploration 
target at the Mebaga Direct 
Shipping Ore (DSO) Iron Ore 
Project in northern Gabon 
in early August. Based on the available geophysical 
data and the preliminary geological mapping 
conducted, the exploration target has been revised 
upwards to range between 630 million tonnes (Mt) 
and 1,050 Mt. Based on the rock sample assay results 
and the historical data, around 90-150 Mt of Oxide 
material containing DSO and Beneficiate Before 
Shipping Ore (bBSO) materials with grades ranging 
between 35-65% has been identified. The previous 
exploration target for DSO material stood at 20 Mt 
with a 60% grade of iron from an identified strike of 
1.8 km, which has now expanded to 11.65 km. The 
estimates of primary material stand at 540-900 Mt 
with iron grades of 25-40%. At Mebaga, the diamond 
drilling programme of 3,000 metres (m) has been 
completed up to 393.15 m; all five holes were found 

to be intersecting significant iron ore. The drill 
programme includes completion of 23 holes of 
depths up to 250 m and its full assay results for the 
JORC compliant resource in H2 2013 would be made 
available in the third quarter. Managing Director 
Dave Reeves assured of steady progress of the drill 
programme as well as drill core processing. 
 

 
Above: Ferrex’s Mebaga project in Gabon where 
exploration targets have been upgraded. 
 
Our view: A significant resource upgrade at the 
Mebaga project highlights Ferrex's increased 
potential for a high DSO deposit in the area. The 
studies have also revealed a widened identified strike 
area of 11.65 km with a future potential for another 8 
km. About 393 m of the 3,000 m diamond drilling 
programme at Mebaga has delivered positive results 
with iron ore resources found in all the five holes 
drilled so far, thereby increasing the probability of 
similar strong results from the drilling of remaining 
holes. Besides Mabaga prospect, Ferrex also has 
other advanced projects including the Nayega 
manganese project in Togo and the Malelane iron ore 
project in South Africa. Based on the positive 
outcomes from the geophysical studies and geological 
mapping, we believe that the Mebaga project 
comprises high-quality iron-ore grades deposits and 
offers further upside potential in the underlying value, 
going forward. We maintain a Speculative Buy for the 
stock. 

 

 

 



 

 

  
 
August News 
In August, Wishbone 
Gold announced the 
interim results for the 
period ended 30th June, 
2013. The company did 
not record any revenue during the period, as was the 
case the previous year. Operating losses widened to 
US$295,505 compared to US$73,406 last year as a 
result of exploration work carried out in Queensland. 
Wishbone recorded a loss per share of 0.17 cents 
versus a loss of 0.07 cents in H1 2012. During the 
period, the company applied for exploration permits 
at Wishbone III and Wishbone IV and has already 
been granted the same for Wishbone IV. The 
expenditure for these tenements is expected to be 
about US$178,423 each, starting from their 
respective date of permit grant and subject to 
periodic negotiations. Wishbone issued 11.8 million 
new shares to the company Directors, post the 
closing, on 2nd July, for the payment of fees and 
expenses. In the existing assets located at Wishbone 
II, two high grade prospects have been identified in 
the sampling programme. Wishbone also awaits 
results of the completed exploration programme at 
the White Mountain license. 
 
Our view: Wishbone made significant progress on the 
operational front during the period. The company 
continued its aggressive momentum towards building 
of a portfolio of high quality gold assets. Earlier in the 
month, the company identified high potential gold at 
the prospects in Oaky Mill and Hanging Valley, 
located in Wishbone II, Queensland. The granting of 
permit license for the Wishbone IV project has opened 
up the potential to explore highly mineralised shear 
zones in the region. Given the prolific nature of the 
multi‐element mineralisation across the company's 
prospects and the portfolio of high-quality assets held 
by it, we are optimistic about the company's future 
prospects. We maintain a Speculative Buy rating for 
the stock.  
 
Beaufort Securities are Broker to Wishbone Gold

  
 
August News 
Last month, Noricum Gold 
announced the much-
awaited approval of the 
underground drilling 
programme at the 
Rotgulden gold mine, 
located on the border of 
the Salzburg and Carinthia regions in south-west 
Austria. Austrian mining authorities conducted a site 
visit and oral hearing on 7th August and 
subsequently, decided to grant approval for the drill 
programme. Managing Director Greg Kuenzel said 
that the drill programme of about 1,300 metres (m) is 
focussed on delineating a maiden resource at the 
mine. He added that surface drilling by the company, 
at the Rotgulden Gold Mine, had produced results of 
up to 3.1m at the rate of 11.69 grams per tonne (g/t) 
of gold, while the historical underground drilling 
produced results up to 2.7m at the rate of 44 g/t of 
gold. 
 

 
Above: The Rotgulden gold mine, located on the border of 
the Salzburg and Carinthia regions in south-west Austria 
 
Our view: The granting of approval for one of the key 
target mines at the flagship project of Noricum Gold 
is welcome news for the shareholders of the 
company. Mobilisation by the drill contractors is likely 
to begin very soon, revealing the true potential of the 
mine. The company’s surface drilling operations at 
the mine have delivered encouraging results in the 
past. The positive history of underground drilling 
results, at the site, also signals promising production 
prospects of the mine. Given the company’s successful 
track record, positive historical drilling results at 



 

 

Rotgulden and its level of preparedness for initiating 
the second phase of drilling operations at the mine, 
we are optimistic about the future prospects. We 
reiterate a Speculative Buy rating for the stock. 

  
 
August News 
Last month, Caledonia 
Mining Corporation 
announced the 
operating and financial results for Q2 2013 and H1 
2013. Gold production stood at 11,588 ounces (oz) in 
Q2 2013, ahead of the planned target, and up from 
the 10,472 oz produced in Q1 2013. However, for H1 
2013, production stood at 22,060 oz, lower than 
24,739 oz in H2 2012. The expected production from 
Blanket mine for 2013 was revised upwards by 10% 
to 44,000 oz, the management reported. Blanket 
mine’s operating cost per oz of gold dropped to 
US$689 in Q2 2013 from US$856 in Q1 2013. Gold 
sales were to the tune of 11,588 oz during the period, 
with an average sales price of US$1,368 per oz of 
gold. Gross profit was CAD$8.6m vis-a-vis CAD$9m in 
the previous quarter. Net profit after tax attributable 
to the shareholders declined to CAD$3m from 
CAD$4.6m, causing the basic earnings per share (EPS) 
to drop to 5.8 cents from 9 cents. Deep level 
exploration drilling at the Blanket mine, below 750m 
level, was under progress. The first exploration hole 
intersected mineralisation with a grade of 3.57 grams 
per tonne (g/t) over 4.7m at a depth of 940m. The 
second hole made an intersection of 5.96 g/t over 6 
m of depth. Exploration at Blanket's satellite projects 
also continues well. At the GG project, the shaft 
sinking reached the target depth of 120 m and 
further exploration was continued in order to 
develop better understanding of the identified 
mineralisation. At the Mascot project, underground 
development towards the North Parallel Zone was 
commenced on a second level and mineralisation was 
identified for the same. Development towards the 
South Zone exploration was also commenced during 
the period. If the gold grades prove to be economic, 
material from Mascot project could be delivered to 
the Blanket plant by late 2013. 

 

 
Above: A view of the Blanket Gold Mine 

 
 
Our view: Caledonia Mining delivered a robust 
production performance in Q2 2013. However, a 
sharp decline in gold prices led to a drop in the net 
profit. Caledonia is trying to compensate for the price-
fall through higher throughput and lower operating 
costs in order to keep the revenue and profits at 
reasonable levels. With July production of 4,480 oz 
(higher than the planned target), the company has 
already had a good start to Q3 2013. Full–year 
production guidance for Blanket mine has also been 
revised upwards by 10%. Blanket's highly efficient 
metallurgical plant has considerable surplus capacity, 
and holds high upside production potential. With 
record operational results and strong cash position to 
fund future development and exploration activities, 
Caledonia seems well positioned to enhance its 
existing asset base further. We retain a Speculative 
Buy rating for the stock. 

  
 
August News 
In August, Ithaca 
Energy announced 
its Q2 2013 and H1 
2013 results for the 
period ended 30th June 2013. Revenue in Q2 2013 
stood at US$128.4m, up from US$35.8m in Q2 2012. 
In H1 2013, revenues were up 143% to US$188.1m. 
The massive jump in revenue was a result of the 
acquisition of Valiant Petroleum in April 2013. 
Accordingly, the profit after tax surged 73% to 
US$52.2m in Q2 2013. A tax charge of US$16.9m was 
witnessed, majorly due to a US$18.5m non-cash 
charge relating to UK taxation. Earnings per share 
(EPS) rose 42% to US$0.17, while the cash flow per 



 

 

share surged 233% to US$0.21. Net realised oil price 
for the period edged down to US$111 per barrel (bbl) 
from US$116/bbl in Q2 2013, including a realised 
hedging gain of US$8/bbl. Out of the bank facilities of 
US$780m, net debt drawn was US$346m as on 30th 
June, as against nil drawn debt on 31st December 
2012. Drilling at the Stella field was started in June 
and the first well is drilling in the horizontal reservoir 
section. The subsea infrastructure installation 
programme recorded significant progress during the 
period with the installation of 60 kilometres (km) 10-
inch gas export pipeline and main subsea structures, 
and completion of infield flowline trenching. Drilling 
operations on the Norvarg appraisal well were 
completed in August 2013, and the studies are under 
progress to estimate the underlying reserves and 
options for potential future development. The 
closure of Valiant’s UK office, post the acquisition, is 
likely to result in annual savings of about US$20m. 
The future UK exploration and appraisal well 
commitments arising out of Valiant acquisition have 
been farmed out, reducing the net UK exploration 
expenditure by US$75m. Full year production is 
expected to stand at the lower end of the pro-forma 
annual guidance range of 14,000 to 16,000 barrels of 
oil equivalent per day (boepd). 
 

 
Above: Drilling at the Stella field was started in June 
 
Our view: The acquisition of Valiant Petroleum 
significantly bolstered the financial performance of 
Ithaca Energy. The farm-out of all the future well 
commitments of Valiant has significantly reduced the 
exploration expenditure for Ithaca, while still 
maintaining an upside exposure through an 
anticipated net cost of less than $10m. The 
development drilling operations and the initial subsea 
infrastructure installation programme at the Greater 
Stella Area are also progressing at a fast pace. The 

planned work programmes for the Dons and the 
Causeway fields are expected to cause significant 
additions to the future production level for the 
company. Given these positives, we believe that there 
is huge scope for an upside revenue and production 
potential for Ithaca. However, the timely completion 
of the works on the Causeway and Cook fields and the 
results of the on-going evaluation on the Athena P4 
well remain critical for the future performance of the 
company. We reiterate a Speculative Buy for Ithaca. 

  
 
August News 
Horizonte Minerals 
announced unaudited 
financial results for H1 
2013, Last month. Loss from operations reduced to 
£822,247 from £1,216,982 in H1 2012. Earnings per 
share (EPS) improved to -0.244p from -0.429p. The 
18-month comprehensive metallurgical test 
programme, to evaluate the expected ore 
performance in Rotary Kiln Electric Furnace (RKEF) 
processing, was completed during the period. As per 
the test results, Araguaia ore was found to be 
suitable for ferronickel production with the use of 
this technology. The 9,300 metres (m) infill drilling 
programme identified new, high-grade intersections 
including 23.2 m grading 2.09% nickel and 16.2 m 
grading 1.73%. Snowden, a leading global industrials 
consultancy, was awarded Pre-Feasibility Study (PFS) 
contract for the Araguaia Nickel project in the second 
quarter. PFS is expected to provide updates for the 
resource estimates for the company, having current 
NI 43-101 mineral resource estimate of 39.3 million 
tonnes (mt) grading 1.39% nickel (indicated) and 60.9 
mt averaging 1.22% nickel (inferred) using a 0.95% 
nickel cut-off. In June 2013, the company completed 
a private placement of £3.08m in June. 
 



 

 

 

Left: 
The Araguaia 
Nickel Project 

 
Our view: Horizonte achieved significant de-risking 
for the flagship project, Araguaia Nickel, with the 
completion of the infill drill programme recording 
favourable results besides the results from 
metallurgical testing. The company strives to develop 
Araguaia as a major nickel project in Brazilian market 
and through the recent share issue it looks well-
funded to pursue further developmental activities to 
attain this goal. Reports of a 40% increase in nickel 
production by 2016 in Brazil and a stable growth of 
Chinese economy, provide further support to the 
company’s future growth strategy. We believe that 
Horizonte would be able to generate good production 
volumes and revenue even as metal prices including 
nickel remain at low levels worldwide. Considering 
these factors and the awaited results of the PFS 
holding potential for significant resource upgrades, 
we assign a Speculative Buy to the stock. 

  
 
August News 
Last month, Magnolia 
Petroleum announced 
the raising of its 
working interest in 
three wells and participation in two new horizontal 
wells in Oklahoma. For the JoLynn 18-1WH well in 
Woodford, Oklahoma, working interest (WI) 
increased to 3.96% from 0.44% and the net revenue 
interest (NRI) rose to 2.97% from 0.35%. For Sympson 
1-6H, Woodford, WI and NRI increased to 1.15% and 
0.88% from 0.95% and 0.71%, respectively. For Voise 
1-10H, located in Mississippi Lime Formations in 
Oklahoma, WI and NRI rose to 2.08% and 1.56% from 
the earlier reported 1.67% and 1.25%, respectively. 
The company also announced its participation at two 
wells at the Hunton play, Oklahoma for an 

approximate net cost of US$44,150 with Paul Gillham 
as the operator. Besides, Magnolia also recorded 
progress at other wells including Linda 1-4 (9.4% NRI) 
and LeMarr#1 (4.67%). The stock rose 5.3% on the 
London Stock Exchange following the news. 
 
Our view: Upgrade of working interest and net 
revenue interest in three wells and participation in 
two new wells at Oklahoma presents a bright picture 
of Magnolia Petroleum’s future performance. The 
Woodford and Mississippi Lime formations, within 
which these wells exist, have recorded positive 
updates recently. It also complies with Magnolia’s 
strategy of participating / increasing working 
interests in new wells from time to time in order to 
gain access to critical well information and to rapidly 
build production. Magnolia now boasts a portfolio of 
123 producing assets, spread across North Dakota 
and Oklahoma, an 18% rise from the 104 producing 
assets in the beginning of year. In addition, the 
recently reported initial production from two Jake 
wells and the Helgeson and Gustafon wells is believed 
to have added significantly to the daily production 
volumes for Magnolia. Daily production rates stood at 
122.5 barrels of oil equivalent per day (boepd) as at 
31st December 2012. Given the company’s 
partnership with well-known operators, stable 
progress at the current well interests and the upside 
potential from the recently completed wells with 
substantial NRI, we are of the view that the company 
holds significant potential for increase in the 
production levels. We reiterate our Speculative Buy 
rating for the stock. 

  
 
August News 
Inspired Energy 
announced its 
unaudited half 
yearly results for 
the six months 
ended 30th June 2013, yesterday. Revenues for the 
period stood at £3.5m, up 65% from H1 2012. 
Earnings before interest, taxation, depreciation, 
amortisation, exceptional costs and share based 
payments (EBITDA) climbed 49% to £1.6m. Corporate 
order book rose 18% to £4m, while the combined 



 

 

order book advanced 25.3% to £9.9m. Earnings per 
share rose to 0.12p from 0.09p. Company’s SME and 
micro-business focused division registered goods 
growth post its launch in H2 2012. Inspired Energy 
plans to develop the lucrative Irish market and 
progress with careful expansion into Europe via UK-
based, European contract negotiation. The company 
also plans to continue with its acquisition strategy of 
EPS-enhancing targets and expected the full-year 
earnings to come in-line with the market estimates. 
Inspired Energy announced a maiden interim 
dividend of 0.05p for H1 2013. The stock closed 5.2% 
up on the London Stock Exchange, yesterday. 
 
Our view: Inspired Energy delivered strong results for 
H1 2013. Revenues shot up 65% while the EPS 
increased 33% during the period. The order book, 
especially the corporate order book, recorded robust 
growth. The newly launched SME division witnessed 
rapid growth. Following the industry trend, the 
company moved ahead with its acquisition plans in 
order to maintain its market share and expand reach. 
The integration of the corporate business, DEP, with 
the company’s business delivered positive outcomes 
with an increase in order book sales for the business. 
Apart from maintaining high retention rates with 
existing clients, Inspired Energy also contracted with 
large clients like Oxford Instruments, Kemira 
Chemicals and Esterform Packaging, further 
strengthening its order book. Given the strong 
performance from both the Corporate and SME 
divisions, encouraging progress with the Irish 
operations and an impressive clientele, we are 
optimistic about a further growth in the order book 
and revenues, going forward. We maintain a 
Speculative Buy for the stock. 

  
 
August News 
Cairn Energy declared results for 
H1 2013 ended 30th June 2013 
in August. Operating losses 
expanded 40.4% to US$107.7m. 
Pre-tax loss reached US$372.6m from US$50m in H1 
2012. The company incurred a loss of US$219.1m 
from continuing operations vis-a-vis a profit of 
US$37.1m in the same period last year. Impairments 

for the period were US$290m which included 
US$268m from Cairn India Limited’s financial asset 
recycled from equity and US$22m from the Mariner 
asset, which is now held-for-sale. Basic earnings per 
share (EPS) stood at -36.7 cents in contrast to the 
positive EPS of 5.24 cents last year. In March, the 
company farmed-in three blocks held by FAR Limited 
(FAR) and Petrosen, the Senegal National Oil 
Company. Cairn, now the operator of the blocks with 
40% Working Interest (WI), intends to farm-out these 
interests to ConocoPhillips, subject to approval of the 
Senegal government. In August, the company 
undertook another farm-in agreement for 35% WI in 
block C19, offshore Mauritania, West Africa, subject 
to Government of Mauritania approval. The frontier 
exploration programme is likely to start from 
September, with the contract of two rigs already in 
place. The drilling target is raised to more than 4 
billion barrels of oil equivalent (bboe) of mean un-
risked gross prospective resources. In matured basins 
of UK and Norway, Cairn divested 6% WI in the 
Mariner Field and surrounding acreage in UK North 
Sea, while acquiring 20% interest in two licences, 
PL378/378B, close to the Skarfjell discovery. The 
company plans to drill a second Skarfjell well in Q3 
2013. Kraken and Catcher field development plans 
(FDPs) are on track, the company reported. As at 30th 
June 2013, Cairn Energy held oil & gas assets worth 
US$895m. 
 

 
Above: The Ocean Rig Corcovado 5 in offshore Greenland 
 
Our view: The recent farm-in deals is a major shift in 
Cairn’s previous strategy of focusing on exploration 
activities at Greenland where it failed to mark any 
major success. The announcement of the beginning of 
a drilling campaign with a target of over 4 bboe, with 
all the five targets having success probability of about 
20-25%, speaks volumes about Cairn’s future 



 

 

prospects. With persistent focus on the assets located 
in Morocco, Senegal and Ireland, backed by the 
indications from 3D seismic studies, the chances of 
success for exploration and drilling activities has 
greatly increased for Cairn. Even for the Pitu prospect 
located off Greenland, having gross mean un-risked 
prospective resources of 3.15 bboe, Cairn plans to 
start drilling from H1 2014. Besides, Cairn also 
pursued swap deals for its UK and Norwegian assets. 
In view of the acquisition of interests in some highly 
lucrative prospects across multiple locations and the 
wide range of activities planned for coming one year, 
we are optimistic about the exploration successes for 
the company. We remain Buyers of the stock. 

  
 
August News 
Ariana Resources, the 
Turkey-focused gold 
exploration and 
development firm, 
announced submission of final Environmental Impact 
Assessment (EIA) report for its flagship, Kiziltepe gold 
and silver project. The documents have been 
submitted to the Ministry of Environment and Urban 
Planning (MEUP) through its joint venture company, 
Zenit Madencilik. Ariana expects the review of 
submitted documents before the anticipated 
approval of the ministry in the fourth quarter of 
2013. With the environmental approval, the company 
would be in a position to go ahead with the final 
permitting for construction. Alongside, Ariana and 
Zenit are also looking for financing arrangements for 
construction and commissioning of the mine, 
currently scheduled for H2 2014. Chairman, Michael 
de Villiers, said that feasibility and EIA work on the 
Kiziltepe project was completed in collaboration with 
Proccea Construction. The company is anticipating a 
positive feedback from the ministry, he mentioned. 
The stock price rose 13% on Friday. 
 
Our view: Ariana has showcased steady progress 
towards construction of the first mine of the Red 
Rabbit Gold project. Once the environmental approval 
is received, the company can move forward to 
seeking the final approval for starting the 
construction at the mine. Besides, Ariana and its 

partners are also looking for financing of the 
construction and commissioning phase at the mine. 
The definitive feasibility study at Kiziltepe had yielded 
upbeat results earlier. The base case scenario of the 
study depicted an internal rate of return (IRR) of 
37.8% with payback period of 2.4 years. The Red 
Rabbit Gold project holds JORC compliant resource of 
448,000 ounce (oz) of gold equivalent. Considering 
the steady progress at the Kiziltepe project, which is 
likely to start commercial production by second half 
of 2014, we remain optimistic that the company 
would be able to showcase better productivity levels 
and expand revenue base, going forward. We 
maintain a Speculative Buy rating for the stock.  

Beaufort Securities are Joint Broker to Ariana 
Resources 

  
 
August News 
In August, Orogen reported 
another set of trench results at 
the recently discovered 
Gindusa West gold prospect 
located in the Deli Jovan mining 
district in Serbia. Further step-out and infill trenching 
and mapping at the site revealed that the main gold-
mineralised structure, intersecting in trench TAG-2 
last year extends for at least 360 metres (m). The 
widths of the gold intervals were in the range of 1.0-
13.0m and gold grades ranged from 1.44-29.55 grams 
per tonne (g/t). Notably, in trench no. GWA T12 and 
GWA T10, gold-bearing intervals of 7m and 13m, 
bearing grades of 4.78 g/t and 2.84 g/t, respectively 
were identified. Sample results are awaited from 
additional trenches in the north and northwest of the 
main structure. Besides, initial testing was carried out 
at another gold-in-soil anomaly in trench T2 to the 
northeast of the main structure located a new 
shear/vein system assaying 7.71 g/t of gold over 2m. 
A contract has been signed with a drilling contractor 
for an initial minimum 1,000m of diamond drilling to 
evaluate the shallow depth extensions of the main 
structure and associated splays at Gindusa West. 
Drilling is expected to commence in the next seven 
days.  
 



 

 

Last week, Orogen Gold announced assay results for 
its initial test diamond drilling programme at the 
Mutsk gold project in Armenia. The assay intervals for 
six confirmatory drill holes were received, which 
showed significantly higher gold grades than 
previously reported. Major highlights include: 11 
metres of 5.56 gram per ton (g/t) of gold at OG13-01 
and 10.2 metres of 5.73 g/t of gold at OG13-02. Re-
sampling of a previous Georaid vertical hole B-7, 
exhibited an assay interval of 14 metres of 3.27 g/t 
gold, hinting at a minimum strike extent of 600 
metres along the mineralised zone. Besides, short 
gold intervals up to 3 metres with 4.16g/t gold have 
also been confirmed by Orogen. Gold values up to 0.4 
g/t gold were obtained by Orogen from a gossanous 
bedrock exposure situated 1 kilo metre (km) in the 
north of the drilled area, suggesting a possible strike 
extent of at least 2km for the mineralised zone. 
 

 

Left: 
The Orogen 
team at Deli 
Jovan, Serbia 

 
Our view: The trenching activities at the Gindusa 
West prospect have indicated significant gold 
bearings in the area. Along the east-west shear 
structure of the prospect, Orogen Gold has identified 
significant gold intervals with high grades. The 
company plans to start the shallow drilling for the 
new-found trenches within the next seven days. The 
management expects the drilling to establish a near-
surface resource which is potentially open-pittable. 
Meanwhile, the evaluation programme at the 
company’s Mutsk gold property in Armenia is on 
track.  

The first test drilling programme at the Mutsk project 
has produced encouraging results from confirmatory 
drilling, and is great news for Orogen. The vertical 
holes have yielded far better results than the inclined 
holes, with decent length of gold intervals possessing 
high grades. The drilling indicates minimum strike 
extent of 600 metres, which could have a possible 
extension up to 2 km. Even the re-assaying of the 

previous holes has outperformed the company’s 
expectations. The company is now conducting 
detailed geological, litho-geochemical, structural 
analysis and grid soil sampling to develop a better 
understanding of the project and the inherent gold 
mineralisation. Motivated by the recent assay results, 
Orogen plans to proceed to the Phase II of the 
programme in which, it will have an option to earn an 
80% interest in the Mutsk project by spending a total 
of US$2.5 million by end August 2016. Given these 
positives and recent encouraging results from 
trenching work at the Gindusa West prospect, we 
maintain our Speculative Buy rating for the stock. 

A couple of other companies we met last month are 
also worth a look... 
 
Capital Drilling (CAPD.L, 19.5p, Mkt Cap £26.24) 
Capital drilling, an emerging and developing markets 
focused drilling company, released its interims last 
month.  Revenue was down 8%, as demand from the 
majors falls away. It was a story of two quarters with 
a satisfactory Q1, but Q2 saw a major drop off in 
demand which has exacerbated since. Utilization of 
the drill fleet has fallen to 64% in the first half but has 
since fallen to 50%. 
 
The company has reacted fast with cost cutting-
headcount down by over 300, closure of non-core 
offices; wage bill reduced 42% over 2012. Expect 
further cost cutting in second half. With significant 
reduction in capex, debt has fallen by $7.4m, 
reducing gearing to 15%.  
 
The company has done well against strong head 
winds, but will recover only when the majors start 
increasing demand, so need sustained rises in 
commodity prices. Whilst the price is at a significant 
discount to net assets, it is worth keeping a watch on 
the company for when the commodity prices resume 
an upward trend.  
 
Central Rand Gold (CRND.L, 7.625p, Mkt Cap £2.4m) 
Central Rand Gold is engaged in gold mining and 
exploration projects within the Central Rand 
Goldfield, bordering the southern outskirts of 
Johannesburg in South Africa. Central Rand Gold has 



 

 

New Order Mining Rights from the South African 
Department of Minerals Resources over the 
Consolidated Main Reef, Langlaagte, Crown Mines 
and City Deep with Prospecting Rights granted over 
an additional five areas. The Company has secured 
funding from Redstone Capital in the form of loan 
notes to the tune of $7.25m. The capital is to fund 
the Company's required upgrade to production 
facilities, further develop underground mining and 
for general working capital purposes.  
 
The company was finding it difficult secure any bank 
debt finance, against a difficult background where 
the company experienced a number of challenges 
with its processing plant during 2012, which 
continued into 2013. Major modifications to the 
crushing circuit were undertaken in January 2013 
with the aim of replacing the existing open crushing 
configuration which required external mobile jaw 
crushers with a self contained closed circuit crushing 
train. The Company's Bateman Mill has also suffered 
from reduced availability since the fourth quarter of 
2012 despite a number of modifications to the mill's 
drive-train and several gearbox changes. 
 
Redstone has the right to convert its loan notes into 
up to 83.9m shares at 8.78p. Existing shareholders 
will be given an open offer to subscribe at the same 
price, ‘as soon as practical following the move to AIM 
at the Issue Price’.  
 
Whilst there are still development risks, it maybe that 
the Company is in its best position for 18 months, it is 
worth following. The original announcement, which is 
worth a read, can be accessed here. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

http://www.investegate.co.uk/central-rand-gold-ld--crnd-/rns/proposed-funding--listing-update-and-notice-of-gm/201308021530028807K/


 

 

 
 

 

Recommendations 

During the three months to end-August 2013, the number of stocks on which Beaufort Securities has published recommendations was 141, and the 
recommendations were as follows: Buy - 41; Speculative Buy - 73; Hold - 26; Sell - 1. 
 
Full definitions of the recommendations used by Beaufort Securities in its publications and their respective meanings can be found on our website here. 
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This report is published by Beaufort Securities (“Beaufort Securities”). Beaufort Securities is Authorised and Regulated by the Financial Conduct Authority 
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request. Please refer to http://www.beaufortsecurities.com/important-info.  
 
This document is not an offer to buy or sell any security or currency. This document does not provide individually tailored investment advice. It has been 
prepared without regard to the individual financial circumstances and objectives of persons who receive it. The appropriateness of a particular investment 
or currency will depend on an investor’s individual circumstances and objectives. The investments and shares referred to in this document may not be 
suitable for all investors. 
 
Past performance is not a guarantee of future performance. Investments may go down in value as well as up and you may not get back the full amount 
invested. The listing requirements for securities listed on AIM or ISDX are less demanding and trading in them may be less liquid than main markets. 
 
This document is based on information Beaufort Securities has received from publicly available reports and industry sources. Beaufort Securities may not 
have verified all of this information with third parties. Neither Beaufort Securities nor its advisors, directors or employees can guarantee the accuracy, 
reasonableness or completeness of the information received from any sources consulted for this publication, and neither Beaufort Securities nor its advisors, 
directors or employees accepts any liability whatsoever (in negligence or otherwise) for any loss howsoever arising from any use of this document or its 
contents or otherwise arising in connection with this document (except in respect of willful default and to the extent that any such liability cannot be 
excluded by the applicable law). This document is not to be relied upon and should not be used in substitution for the exercise of independent judgment.  
 
This document includes certain statements, estimates, and projections with respect to the anticipated future performance of securities listed on stock 
exchanges and as to the market for these shares. Such statements, estimates, and projections are based on information that we consider reliable and may 
reflect various assumptions made concerning anticipated economic developments, which have not been independently verified and may or may not prove 
correct. No representation or warranty is made as to the accuracy of such statements, estimates, and projections or as to its fitness for the purpose 
intended and it should not be relied upon as such. Opinions expressed are our current opinions as of the date appearing on this material only and may 
change without notice. Other third parties may have issued other reports that are inconsistent with, and reach different conclusions from, the information 
presented in this report. Those reports reflect the different assumptions, views, and analytical methods of the analysts who prepared them. This report has 
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