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    INITIATION REPORT

MINCO PLC 

BUY 
 

Stock Data     
Current Price: 4.25p 
Market Cap: £12.0m 
Shares Outstanding: 283.3m 
  
Company Profile     
Sector:  Resources 
Ticker:  MIO.L 
Exchange:   AIM  London 
Website:   minco.ie 
 

Activities                 
Base metal and precious metals exploration 
and development in Ireland and Mexico. 
 

Performance Data      
1‐Year Time Range: 2.38p‐4.88p 
5‐Year Time Range: 1.37p‐19.25p 
 

Key Metrics      
Net Cash estimate  
(20 Apr 2010):  £1.1m 
 

Directors         
John Kearney Chairman 
Terence McKillen CEO 
Danesh Varma FD 
Peter McParland Non‐Ex 
Michael Power Non‐Ex 
Bert‐Ove Johansson Non‐Ex 
 

Major Shareholders    
Barclayshare Nom 5.4% 
Aran Asset Mgmt 4.2% 
Midlothian Ltd 4.2% 
T & P O’Gorman 3.8% 

 

INVESTMENT RECOMMENDATION
 

We believe the market is significantly undervaluing the potential for Minco’s Pallas 
Green zinc resource to be moved up the mine development curve. An intensive drilling 
campaign is currently underway at Pallas Green under the leadership of JV partner 
Xstrata. Initial results from the 70,000 metre drill programme are awaited, of which we 
believe 13,000 metres have been drilled to date. 
 

If Minco’s stake in Canadian listed Xtierra is deducted from its market cap of £12.0m, 
then the Group’s 23.6% stake in Pallas Green is essentially being valued by the market 
at only £8.7m. Considering that an initial inferred JORC resource of 11.3m tonnes at 
10.22% zinc has already been defined, we believe this just seems too low. Moreover 
since this resource statement was announced last August the fundamental case for 
investing in Minco has improved on several fronts given that Xtierra’s share price has 
risen three fold and the zinc price has increased by 38%. Financially strengthened from 
a recent £1m Placing at 3p and with drilling newsflow anticipated at Pallas Green, 
along with the potential for the resource to be upgraded beyond the threshold 
required to be an economic proposition, we believe the stock could move higher in the 
coming months. With the prospect of 2010 being a transformational year for Minco, 
we initiate coverage with a BUY recommendation.  
 

KEY STRENGTHS 
 

 Minco’s valuation is underpinned to an extent by its 39.7% stake in Canadian listed Xtierra, 
which is worth C$5.1m (£3.3m) to the Group at the current bid price of 17 cents. Minco is in 
an unusual position for a pure exploration company of holding a tangible asset that could be 
sold if needed. 
 

 The Group has a solid and committed JV partner at Pallas Green in the shape of Xstrata. Very 
few junior resource companies can boast a global mining major as a project partner. 

 

 All three deposits discovered so far at Pallas Green remain open and hold the potential for 
both tonnage and grade to be increased. Xstrata believes that only 40% of the potential 
resource has been explored to date. 

 

 Pallas Green is on the cusp of becoming an economic sized resource. Steady progress has 
been made over the last four years, with the resource increasing in tonnage from 1.5m in 
2006, to 4.1m in 2007, 8.5m in 2008 and to an initial JORC resource of 11.3m tonnes in 2009. 
A potential upgrade this year to 15m ‐ 20m tonnes would move the project rapidly up the 
development curve.  

 

 Ireland is an established zinc mining area and hosts two world class deposits at Navan and 
Lisheen. The Boliden/Tara mine at Navan is the largest zinc mine in Europe and 5th largest in 
the world. 

 

 Extensive mining infrastructure and support is available in Ireland. The anticipated closure of 
Anglo‐American’s nearby Lisheen mine in 2013 could work very well for Minco. Moreover, 
given that Ireland is experiencing one of the deepest recessions in Europe, the local 
community is likely to be receptive to new mine opening proposals and the job creation 
opportunities it will offer. 

        20 April 2010
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MAIN ASSETS 
 
 
 

Pallas Green 

 

Minco holds a 23.6% stake in the Pallas Green lead‐zinc project in County Limerick in a JV 
with Xstrata Zinc. The main deposit Tobermalug has a JORC inferred resource of 11.3m 
tonnes at a grade of 10.22% zinc and 1.91% lead, given a contained metal total of 1.15m 
tonnes of zinc and 0.22m tonnes of lead. To the west of Tobermalug two smaller non‐JORC 
deposits have been discovered at Caherconlish South (1.3m tonnes at 9.21% zinc & 1.09% 
lead) and Srahane West (1.1m tonnes at 9.6% zinc & 1.25% lead).  
 

An intensive 70,000 metres drilling programme in around 150 holes is underway as part of 
a $10m drill programme this year using 16 drill rigs. In terms of drilling meterage this 
represents the largest exploration drilling campaign ever carried out in Ireland. Investors 
can expect a significant amount of exploration newsflow in the coming months from 
Pallas Green and towards the end of this year, hopefully a resource upgrade. We could 
then see Xstrata fast tracking the project towards potential mining in 2013. The objective 
ahead at Pallas Green will be to match or exceed the resource tally of nearby zinc deposits 
such as Lisheen’s 18.9mt @ 11.5% zinc or Galmoy’s 12.8mt @ 9.8% zinc. 
 
 
 

Xtierra Inc. 
A significant stake of 39.7% is held in TSX Venture Exchange listed Xtierra Inc, whose main 
project is a 100% interest in a silver‐zinc‐lead‐copper‐gold deposit at Bilbao in Mexico. The 
indicated resource estimate at Bilbao was increased by an impressive 169% to 9.68m 
tonnes in February 2010, at 2.09% lead, 0.21% copper, 2.43% zinc, and 59% silver. The 
inferred resources was increased by 68% to 4m tonnes at 1.55% lead, 0.18% copper, 1.43% 
zinc and 53% silver  (NI 43‐101 standard). The feasibility study at Bilbao is due to be 
completed in Q2 of 2010, with production targeted for 2012. 
 
The most recent news came on 15 April 2010, when the we learnt that Xtierra had 
exercised its option to acquire the El Dorado gold‐silver project for an initial US$1m 
following positive due diligence drilling work which helped to increase the number of 
identified mineralised veins to twelve. On the same day Xtierra announced it had 
completed the third tranche of a C$5.2m fund raising at 20 cents, with a half warrant 
attached.  
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THIS DOCUMENT IS NOT FOR DISTRIBUTION INTO THE UNITED STATES, JAPAN, CANADA OR AUSTRALIA 
General disclaimers 

This is a marketing communication under FSA rules. It has not been prepared in accordance with legal requirements designed to promote the 
independence of investment research and is not subject to any prohibition on dealing ahead of the dissemination of investment research. 

This document, which presents the Orbis Equity Partners Limited (“OEP”) research department’s view, cannot be regarded as “investment research” in 
accordance with the FSA definition. The contents are based upon sources of information believed to be reliable but no warranty or representation, 
expressed or implied, is given as to their accuracy or completeness. Any opinion reflects OEP’s judgement at the date of publication and neither OEP, nor 
any of its affiliated or associated companies, nor any of their directors or employees accepts any responsibility in respect of the information or 
recommendations contained herein which, moreover, are subject to change without notice.  OEP accepts no 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 wilful default and to the extent that any such liability cannot be excluded by the applicable law). 

The document is confidential and is being supplied solely for your information.  It must not be copied or re‐distributed to another person / organisation 
without OEP’s prior written consent. 

This is not a personal recommendation, offer, or a solicitation, to buy or sell any investment referred to in this document. The material is general 
information intended for recipients who understand the risks associated with investment. It does not take account of whether an investment, course of 
action, or associated risks are suitable for the recipient. 

OEP manages its conflicts in accordance with its conflict management policy. For example, OEP may provide services (including corporate finance advice) 
where the flow of information is restricted by a Chinese Wall. Accordingly, information may be available to OEP that is not reflected in this document. 
OEP and its affiliated or associated companies may have acted upon or used research recommendations before they have been published. 

This document is approved and issued by OEP for publication only to UK persons who are authorised persons under the Financial Services and Markets 
Act 2000 and to professional clients, as defined by Directive 2004/39/EC as set out in the rules of the Financial Services Authority. Retail clients (as 
defined by rules of the FSA) must not rely on this document.  

Specific disclaimers 
Recipients of this document should be aware that (1) OEP acted as a Placing Agent to Minco plc (“Minco”) in the recent placing, as detailed in Minco’s 
Regulatory News announcement (No 1797K) on 14 April 2010, (2) OEP holds warrants to subscribe for shares in Minco at 3p per share at any time until 19 
April 2011 and (3) OEP’s institutional and private clients hold shares in Minco. 

This document has been produced by OEP independently of Minco. Opinions and estimates in this document are entirely those of OEP as part of its 
internal research activity. OEP has no authority whatsoever to make any representation or warranty on behalf of Minco. 

NEITHER THIS DOCUMENT NOR ANY COPY OF IT MAY BE TAKEN OR TRANSMITTED INTO THE UNITED STATES OF AMERICA, OR DISTRIBUTED, DIRECTLY OR 
INDIRECTLY, IN THE UNITED STATES OF AMERICA OR TO ANY US PERSON AS DEFINED IN REGULATION S UNDER THE UNITED STATES SECURITIES ACT OF 
1933.  ANY FAILURE TO COMPLY WITH THIS RESTRICTION MAY CONSTITUTE A VIOLATION OF UNITED STATES SECURITIES LAWS. 

NEITHER THIS DOCUMENT NOR ANY COPY OF IT MAY BE TAKEN OR TRANSMITTED INTO CANADA OR DISTRIBUTED IN CANADA OR TO ANY INDIVIDUAL 
OUTSIDE CANADA WHO IS A RESIDENT OF CANADA, EXCEPT IN COMPLIANCE WITH APPLICABLE CANADIAN SECURITIES LAWS. 

NEITHER THIS DOCUMENT NOR ANY COPY OF IT MAY BE TAKEN OR TRANSMITTED INTO AUSTRALIA OR DISTRIBUTED IN AUSTRALIA OR TO ANY RESIDENT 
THEREOF EXCEPT IN COMPLIANCE WITH APPLICABLE AUSTRALIAN SECURITIES LAWS.  ANY FAILURE TO COMPLY WITH THIS RESTRICTION MAY 
CONSTITUTE A VIOLATION OF AUSTRALIAN SECURITIES LAWS. 

NEITHER THIS DOCUMENT NOR ANY COPY OF IT MAY BE TAKEN OR TRANSMITTED INTO OR DISTRIBUTED INTO JAPAN OR TO ANY RESIDENT THEREOF 
FOR THE PURPOSE OF SOLICITATION OR SUBSCRIPTION OR OFFER FOR SALE OF ANY SECURITIES.  ANY FAILURE TO COMPLY WITH THIS RESTRICTION MAY 
CONSTITUTE A VIOLATION OF JAPANESE SECURITIES LAWS. 

NEITHER THIS REPORT NOR ANY COPY HEREOF MAY BE DISTRIBUTED IN ANY JURISDICTION OUTSIDE THE UK WHERE ITS DISTRIBUTION MAY BE 
RESTRICTED BY LAW.  PERSONS WHO RECEIVE THIS REPORT SHOULD MAKE THEMSELVES AWARE OF AND ADHERE TO ANY SUCH RESTRICTIONS. 

Copyright © 2009 Orbis Equity Partners Limited, all rights reserved. Additional information is available upon request. 
Orbis Equity Partners Limited, 2 Mill Street, Mayfair, London, W1S 2AT: Tel: 0203 137 1902, Fax: 0870 130 1571 

Member of the London Stock Exchange. Authorised and regulated by the FSA.  


