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Key Points 
 
Gold Market: 
 

• The anticipated trading range for gold over the next month or so is US$700/oz to US$850/oz.  
• The U.S. dollar is expected to peak in the next month or two, driving a sharp dollar decline and 

rebound in the gold price 4Q08. – potentially back over US$900/oz. 
• The gold price peaked at US$1,011.25/oz March ‘08. 
 

Gold Companies: 
 

• Established gold producers, driven by a lower gold price, have suffered significant declines in 
their share price in the past 3 months. 

• The world’s 4 largest gold producers account for 29% of global production. 
• Cash cost pressures continue: Cash costs of the 4 largest global gold producers ( Barrick Gold, 

AngloGold, Newmont, and Gold Fields) increased 25% YoY (most recent full year). Cash costs for 
the 4 companies were up 4% 2Q08 over 1Q08.  

 

 

Resource Capital Research (“RCR”), an equity research company, focuses on small and mid size 

resource companies, today launched its major quarterly research report covering 24 global gold 

exploration and development companies with a focus on Australia, Canada, USA and UK. RCR also 

publishes the Uranium Sector Review once a quarter. 

 

To access the free summary report or to purchase the complete 78 page comprehensive report, go to 

www.rcresearch.com.au/reports. 

 

 

Gold Price Outlook 

 
The near term outlook for the gold price remains closely tied to expectations of the direction of the 

U.S. dollar and, behind this, the performance of the U.S. economy relative to the rest of the world.  
 
RCR expects gold to trade in the range of US$700/oz to US$850/oz in the next month or so, 

followed by a potential upturn 4Q08 to around US$900/oz as U.S. economic conditions deteriorate. 
 
The spot price of gold is currently US$797.1/oz (August 18) down from the recent high of 
US$1011.25/oz (March 17, 2008). Over the past 3 months the gold price has fallen from 

US$905.2/oz (down 12%). Over the same period, a fall in the gold price in AUD terms has seen the 
price decline from A$948/oz to A$921/oz (a fall of 3%) - buffeted by a fall in the AUD.   
 

Six months ago gold was viewed as the preferred safe haven investment given volatile equity 
markets, declining US economic fundamentals, reinflationary central bank policies and deteriorating 
outlook for reserve currencies.  
 

Market momentum is currently with those who believe the U.S. economy is best positioned, 
compared with its global peers, to withstand the anticipated global economic storm yet to result 
from the sub-prime crisis and high energy prices (oil peaked at US$147/barrel July 11, 2008). Since 
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July, perceptions of safe haven status of the U.S. dollar have returned, taking some of the heat out 

of the gold market. Indeed, the gold price has fallen by US$120/oz since August 1, when it traded at 
US$912.50/oz, down to the current US$797.1/oz (August 18, a 13% fall and 21% from its March 
high).   
 

The alternative viewpoint, supported by RCR, is the U.S. economy is set to hit a major 
macroeconomic bump 4Q08. On this view, the U.S. dollar is expected to peak in the next month or 
two and then fall as U.S. productivity growth is negatively impacted in 4Q08 and 1Q09. This 

scenario drives a flight back to gold as a safe haven – possibly taking gold back over US$900/oz. 
 
Gold Equities 

 

Established gold producers, driven by the fall in the gold price, have given up most of the share 
price gains made since mid 2007 and many juniors are down over 50% compared to 12 months ago.  
 

In the past 3 months Newcrest Mining (A$) is down 25%, Lihir Gold (A$) is down 31%, Newmont 
Mining (US$) is down 14% and Barrick Gold (C$) is down 16%. Over the past 12 months Newcrest 
Mining (A$) is up 10%, Lihir Gold (A$) is down 23%, Newmont Mining (US$) is up 6%, and Barrick 
Gold (C$) is up 5%.  

 
 

Gold production by producer (2007). 

     

Producer t moz %
Barrick Gold 250.7 8.1 10

AngloGold Ashanti 170.4 5.5 7

Newmont Mining 165.6 5.3 7

Gold Fields 122.9 4.0 5

Top 4 709.6 22.8 29

Rest of World 1,766.3 56.8 71

Total 2,475.9 79.6 100

Gold Production 2007

 
Source: RCR 

 

 

Big four - total cash costs (FY07 and June Quarter 2008).   

  

Company FY06A FY07A FY08F* Change (YoY) % ^ 1Q08 2Q08 Change %

Barrick Gold 279 345 425-445 24 393 417 6
AngloGold Ashanti 308 357 16 430 434 1
Newmont Mining 303 406 425-450 34 396 440 11

Gold Fields 330 374 476 27 513 502 -2

Average 305 371 25 433 448 4

Source: RCR. Quarters refer to calendar year. * Company guidance, Gold Fields actual. ^ Based on most recent full year results.

Cash Costs US$/ozCash Costs US$/oz

 
 

 

 

 
 
 
 
 
 
 
 
 
The world’s 4 largest 
gold producers 
account for 29% of 
global production. 
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RCR September Quarter Featured Company Summary 
 
AUSTRALIA
Company Code Comment

Adamus Resources Limited ADU Feasibility Study
ADU has a resource of 2moz at its Southern Ashanti gold project, Ghana, which lies in the

100moz Ashanti goldfield. Initial BFS (1Q07) indicates target production of 90kozpa Au, opex 

US$345/oz from 2010. Revised BFS expected 2H08. Exploration upside to >5moz Au.

Alkane Resources Limited ALK Feasibility, Early to Advanced Exploration
ALK is expecting a resource upgrade at the DFS-stage Tomingley Gold Project (NSW) Sep

'08. Mid-term target 1moz Au, production potential 1H10. The Dubbo Zirconia Project (NSW)

pilot plant is operational - potential DZP production 2011. 

Andean Resources Limited AND Advanced exploration/Pre feasibility study
Exploration at the high grade Cerro Negro gold project (AND 100%, Argentina) is continuing

to intercept new high grade zones (>10g/t Au) and expand resources. The project has high

potential for further resource growth and low-cost production by 2010. 

Ashburton Minerals Limited ATN Early-Mid Exploration
ATN has resumed drilling for disseminated gold mineralisation beneath the extensive Cuiaba

Au-quartz reef system in Brazil. Drilling at Mt Webb (WA) IOCGU target is expected 2H08.

May '08 rights issue raised A$1.8m.

Austral Gold Limited AGD Pre-feasibility, Advanced Exploration
AGD is focused on the Guanaco epithermal gold project in Chile (500koz at 3.2g/t Au with

1.2moz Ag). Drilling 30,000m+ in 2H08, funded by sale of Rocklea iron ore resource (WA).

Feasibility study will proceed if 750koz Au resource can be defined - decision expected

1H09.

Avoca Resources Limited AVO Production
AVO has begun production at its Trident gold mine at the Higginsville Project, WA - target

production 160kozpa to 190kozpa. Current resource is 1.35moz Au, with exploration upside

to 4moz Au. Recent discovery is Musket Prospect, with 18m @ 10.9g/t Au and further results

pending.

Axiom Mining Limited AVQ Advanced Exploration
AVQ is one of Vietnam's leading explorers targeting large (~2moz) low grade heap leachable

gold resources. AVQ is also active in the re-emerging North Chillagoe belt (Qld) and is

seeking to reproduce Kagara's success chasing gold, silver and base metals extrusive

systems.

Beaconsfield Gold NL BCD Production, Exploration
BCD has resumed mining at its 100% owned Beaconsfield Gold Mine (TAS) - production rate

80-100kozpa Au forecast, beginning 3Q08. Recent exploration success and supergene Cu

resource at the Stavely base metal project (VIC); >20km prospective strike. 

Citigold Corporation Limited CTO Production
CTO controls the large and historic Charters Towers Goldfield (QLD). Current resource is

10moz Au grading 14g/t - target production 310kozpa Au by 4Q12. Company confidence is

increasing in the resource model and mechanised mining method - development budget

expanded 1H08.

Cortona Resources Limited CRC Early-Advanced Exploration
CRC is testing strike and depth extensions at Dargues Reef (310koz Au) on the historic

Majors Creek field (NSW). A resource upgrade is expected 3Q08 and a scoping study is

under way. There is high potential for further discovery - target resource 1moz Au mid-term.

Goldstar Resources NL GDR Feasibility, Early Exploration
GDR is focused on high grade gold lodes in the historic Walhalla goldfield in Victoria (historic

production 2moz Au). Combined inferred resource 311koz with upside to >1moz. Feasibility

study expected 4Q08. Potential production 100kozpa Au at A$500/oz from 2010.

Kalgoorlie-Boulder Resources Limited KAL Scoping Study, Advanced Exploration
KAL's main gold project is at Norseman, WA - a large, shallow, low grade (1.7g/t) Au

resource of 1.4moz, up to 120kozpa Au production potential, at opex A$660/oz. PFS

expected 2H09 subject to delineation of high grade material to add to resource base.

Kingsgate Consolidated Limited KCN Production, Advanced Exploration
Kingsgate is set for strong growth due to granting of new leases, higher grades to lift gold

output from 74koz (FY08) to 130koz (FY09), and then plant expansion gives ~220koz

(FY11). US$10mpa exploration targets resource upside to 10moz Au (from 3.4moz

currently).

Mintails Limited MLI Advanced Exploration, Production (gold)
MLI holds a large portfolio of mine tailings in the Witwatersrand basin, South Africa - with

upside to ~50mlbs U3O8 and 6moz Au. Strategic shift will accelerate gold production at East

Rand (commissioning Oct '08). Gold production is expected at WERGO 1Q09 and uranium

4Q11.

Red 5 Limited RED Pre Feasibility, Early Exploration
RED's Siana epithermal project in the Philippines (1.1moz Au at 5.3g/t, and 2.2moz Ag) is a

potential near-term producer, with debt financing and early infrastructure in place. BFS

(2Q07) indicates 10yr LOM; 70kozpa Au production, opex US$309/oz. Resource upgrade

expected 3Q08.  
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AUSTRALIA (cont.)
Company Code Comment

Regis Resources Limited RRL Development
RRL has a development stage gold asset at Moolart Well (WA, 100% RRL) in the Duketon

Belt. Total resource is 3.5moz Au after 24% upgrade May '08. First gold pour anticipated

2H09. It is actively exploring for nickel at the prospective Collurabbie Nickel Province (WA).

Scotgold Resources Limited SGZ Early-Mid Exploration
Scotgold holds 2,200km2 of underexplored ground in the Scottish Highlands, prospective for

Au, Ag and base metals. Initial focus is on the Cononish gold and silver deposit. Scoping

study expected 4Q08 - potential gold production 20-30kozpa from an underground mine.

Tasman Goldfields Limited TGX Advanced Exploration
TGX offers exposure to two advanced NSW gold exploration projects currently being drilled,

possible early development opportunities, but the company's highly prospective early stage

PNG exploration project (drilling 4Q08) has more potential to generate the headlines.

Westonia Mines Limited WEZ Feasibility, Advanced Exploration
WEZ is confident it can join the ranks of mid tier gold producers in 2009, targeting output of

>100kozpa from its Westonia (WA) tenements, based on a 1.2 moz open pittable gold

resource and new plans for a larger 3 mtpa processing plant with grid power. 

YTC Resources Limited YTC Early to Advanced Exploration
YTC plans to raise up to $A15m to fund advancement of the Tallebung Project (Sn-W, NSW) 

- initial resource expected 4Q08 and potential bulk-tonnage production decision by 2010.

Exploration success at the large Kadungle (NSW) Au-Cu system - follow-up drilling under
way.

CANADA
Company Code Comment

ATW Venture Corp ATW Advanced Exploration
ATW has acquired advanced projects with short term development horizons. Production

from Burnakura Mine (Western Australia) is anticipated 4Q08 and potentially from Gullewa

(WA) post 2010. Significant drilling (10,000m) is underway to extend the resource at

Burnakura.

Exeter Resource Corporation XRC Early-Advanced Exploration
XRC has high-grade Au-Ag vein systems and large, low grade gold porphyry projects in
Argentina and Chile - a combined ~100km drilling program is under way. Cerro Moro - high

grade epithermal vein system - targeting 1.5-2moz Au equiv resource at 8-10g/t Au,

expected 2Q09.

First Uranium Corporation FIU Production
FIU is ramping up gold and uranium output at its underground and mine-tailings operations in
South Africa - full production expected 2012. LOM production targets average 421kozpa Au

and 2.1mlbspa U308 from a resource inventory of 37moz Au and 286mlbs U308.

Uruguay Mineral Exploration Inc UME Production
UME operates the San Gregorio gold mine in Uruguay - resource base is ~1moz. Production

90.7koz Au, opex ~US$413/oz (FY08). Four year mine life with potential expansion to +10
years. Exploration budget C$8m and numerous drill ready near mine and regional targets. 
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Explorer’s Development Cycle: Conceptual market capitalisation versus development stage; September Q 2008 
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About Resource Capital Research 

 
Resource Capital Research (“RCR”) (www.rcresearch.com.au) was founded in 2004 and is based in 

Sydney. RCR provides investors with in-depth reports on current investment opportunities in the mining 

sector both in Australia and globally. The focus is on small and mid cap resource companies, within the 

gold and uranium sectors, ranging from exploration stage, through development and production. John 

Wilson the principal of the firm and analyst has over ten years’ experience analysing mining companies in 

Sydney and on Wall Street including for major investment banks. 
 
For further information please contact:  
John Wilson,  
Analyst, Resource Capital Research,  
Phone:  (+61- 2) 9252 9405,  
Email: johnwilson@rcresearch.com.au  
 
The report is available at www.rcresearch.com.au. The next Gold Company Review will be published in 

the December Quarter, 2008. 

 

 

 
 


