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Executive summary 

The purpose of this thesis is to find the fair share value of Intex Resources ASA as of 18.02.2013. The 

purpose is accomplished through analysis of the nickel market, strategic analysis of Intex & the 

Mindoro project and financial analysis of Intex. 

In the years pre-ceding the economic recession, the market for nickel was thriving with prices at an 

all-time high. However, the economic turmoil of 2009, along with the emergence of the cheaper ferro-

nickel NPI, caused the market to plummet. Since then markets have recovered, but has yet to stabilize 

completely. Over the next few years, a large amount of new nickel projects is expected to cause the 

market to enter a period of oversupply. However, because of the increasing demand from China and 

India, as well as a lack of new projects in the long-run, the future price prospects of nickel is positive. 

The primary asset of Intex, the Mindoro project, has potential to become one of the most valuable 

nickel operations in the world. Because of an innovative design which allows for extraction of nickel 

from limonite and saprolite ore in the same process in conjunction with internal energy generation, the 

project has potential to become one of the most cost effective nickel operations in the world. However, 

while the national government of the Philippines is positive towards mining, local groups on Mindoro 

has shown strong opposition towards Intex. 

As a junior mining company, Intex very much resembles a biotech company. They have no 

operational revenue and currently rely on their cash balance to fund their operation. Because of their 

considerable cash deposits and capital structure free of net-interest bearing debt, Intex is financially 

relatively low risk. Even without revenue generation, with the current cash balance they will be able to 

stay in business for another 24 months. 

The company valuation was conducted through a DCF analysis, where estimates made available from 

Intex along with reasonable assumptions regarding changes of those estimate where used as primary 

input. The DCF analysis was complemented by a comprehensive sensitivity analysis that tested the 

assumptions made about Intex. Finally, a relative valuation compared Intex to other junior mining 

companies. 

It was found that the theoretical fair share price of Intex was NOK 16.64 per share. The price is 

considerably higher than the market price which was NOK 3.89 per share at the cutoff date. The 

theoretical share price is considered reasonable, since it takes the fundamental value from the Mindoro 

project into consideration, which the market has failed to do. 
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1 Introduction 

Throughout the economic boom of the mid-2000s, commodity prices reached never before seen levels. 

Nickel was especially successful, peaking at more than US$ 54,000 per ton on the London Metal 

Exchange (LME) in early 2007, an increase of more than 500% over the past two years. The boom in 

prices caused nickel miners to significantly increase production and flooded the market with new 

primary nickel in an attempt to satisfy a growing global demand (Helbling, 2012). When the recession 

hit, a combination of deflating economic growth and the introduction of the cheaper ferro-nickel 

Nickel Pig Iron (NPI) on the Chinese market, caused LME prices to plummet. Since then, the nickel 

market has rebounded, but due to a number of uncertainties on the market, including a near-term 

oversupply from new projects about to start production, future expectations on nickel prices are a hotly 

debated topic. 

Intex is a mineral exploration and development company based out of Norway, with a focus on non-

ferrous metals and minerals (Intex Resources ASA, 2012a). Their flagship project is a large-scale 

nickel deposit on the Philippines. Located on the island of Mindoro, the nickel project has the potential 

to supply the market with 52.7 kt of LME grade nickel per year at a lower operational cost than the 

average nickel producer (Petersen, 2011).  As a junior mining company, Intex is not in position to 

bring the project to completion by themselves; they possess neither expertize nor the funding to 

finance and construct the US$ 2.455 billion project without assistance. Intex is currently in negotiation 

with a number of potential partners for the financial and engineering support necessary to complete the 

project. Because of tightening credit conditions following the recession, finding the required funding 

has been proven to be troublesome. 

1.1 Problem statement 

The purpose of this thesis is to identify the fair share value of Intex in order to answer if a private 

investor should purchase shares in Intex. The purpose is accomplished through analyzing the market 

for nickel to obtain a view of how valuable the project will be, to analyze the strategic situation of the 

Mindoro project as well as analyze the strategic and financial position of Intex. The following question 

is used to guide the research: 

Primary question 

 What is the fair share value of Intex Resources ASA as of 18.02.2013? 
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To answer the primary questions, five sub-questions have been considered. The answers to the sub-

questions are answered successively in the chapters. The conclusion from each chapter forms part of 

the answer to the primary question, which is answered in the final chapter. 

 Question 1: How is the supply/demand balance of nickel expected to change and what 

implications does it hold for future nickel prices? 

 Question 2: What is the strategic position of the Mindoro nickel project from a macro- and 

micro-perspective? 

 Question 3: What is the strategic position of Intex? 

 Question 4: What is the financial risk of Intex? 

 Question 5: Based on DCF analysis, what is the theoretical share price of Intex? 

 Question 6: Is the theoretical share price feasible in comparison to the current market price?  

1.2 Methodology 

This thesis is primarily aimed at investors, shareholders and people who have a specific interest in 

Intex as well as the nickel market in general. This thesis takes the form of a case study. A case study 

attempts to explain a real-life issue through study of empirical data, in this case the share price of Intex 

Resources ASA (Yin, 1994). The share price of Intex is based on a large number of external and 

internal variables. This paper will attempt to explain the share price of Intex, through analysis of the 

various variables which may affect the value of the firm. 

This paper will draw upon financial and strategic theory to do two things; (1) explain the business 

environment of Intex and (2) through financial analysis, determine the financial health and riskiness of 

Intex. The result of these two analyses is then combined to forecast the value of the Mindoro project, 

and by extension what the theoretical value of Intex shares are. 

1.2.1 Data 

The most crucial aspect of any paper is the data. For this paper, it is vital that the data explains all 

possible sources of value gains and losses surrounding Intex. Since the purpose of this thesis is to 

determine what the fair share price of Intex is, it is based upon secondary data. Secondary data can be 

divided into two types; process data and accounting data. Process data is all forms of data which is 

produced in association with the firm’s current business activities such as reports on current projects 

and newspaper articles. Accounting data is information which is specific to the firm, such as financial 

statements or statistics specifically pertaining to the company. It is important the thesis is based on 

publicly available information since the stock price reflects information available to non-insider 

investors. 
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1.2.2 Criticism of data 

In any research it is important to be critical of the data gathered. Much of the data gathered for this 

thesis is secondary data produced by Intex and as such may be subject to bias. 

Mining in Mindoro is a highly controversial subject. There is currently a very strong pro-mining 

faction in the Philippines who believe mining is very beneficial to the future economic growth of the 

Philippines. By contrast, a large faction consisting of indigenous people and local government units on 

Mindoro along with a number of NGO’s strongly oppose mining on Mindoro. Information gathered 

surrounding the Mindoro project must therefore be carefully evaluated to ensure that it gives a fair 

view of the situation. 

1.3 Reader’s guide 

For any business valuation, it is important to understand the company in question. Chapter II focus on 

presenting Intex, its core-strategy, ownership structure, management, board of directors as well as the 

historic share performance of the firm.  

Chapter III to V contains the analysis of various 

environments Intex operates in. To get a more 

cohesive view of the various levels of analysis, 

this thesis takes the funnel approach to analyzing 

the competitive environment of Intex, as 

illustrated by figure 1.1. The idea is to begin at 

the broadest part of the analysis and work down 

towards the internal environment. As Intex will 

be highly reliant on the Mindoro project, 

understanding the underlying commodity and 

how it will affect Intex going forward is very 

important. Chapter III contains a comprehensive analysis of the market for nickel. It concludes with a 

supply/demand analysis and price forecast until 2020. Once the reader has a grasp on the future of 

nickel, chapter IV introduces the strategic environment of Intex. The first two sub-chapters focus on 

the macro and micro environment of the Mindoro project. After that, the strategic position of Intex is 

analyzed in order to give an understanding of how Intex will gain value from the Mindoro project as 

well as give an idea of how risky Intex business model is going forward. The chapter concludes with a 

SWOT-analysis. Chapter V analyzes the financials of Intex. In this chapter, the financial health of the 

firm is determined. Since Intex is currently operating on cash balance, understanding the financial 

Figure 1.1 Source: Own creation 
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health of Intex is very important to a private investor since it determines how long they can operate 

without generating revenue. 

In chapter VI, the valuation of the firm is carried out. The absolute valuation uses a Discounted Cash 

Flow model to value the firm using input from the previous chapters. In the relative valuation, Intex is 

valued in comparison to a number of competitors with similar characteristics. Chapter VI also contains 

reflections on the share price, if it is realistic in comparison to the current market price, and the 

expected short-run versus long-run implications. In chapter VII, final conclusions are shared with the 

reader. In this chapter, all of the information and analysis from the previous chapters is gathered to 

form an opinion of the company and its potential share performance. 

1.4 Demarcation 

The thesis is written from the perspective of a private investor who only has accesses to publicly 

available information. The cutoff date for the analysis is 18.02.2013 and as such any information 

related to Intex made available after that date is ignored. The closing market price for Intex share was 

NOK 3.89 per share at the cutoff date. Any and all information related to the Mindoro project, as well 

as the consolidated financial statement of Intex is listed in US$. However, as Intex is listed on the Oslo 

Stock Exchange, Intex shares are denominated in NOK. For the purpose of exchange rate conversions 

where they are needed, the 2012 average exchange rate listed by Norges Bank is used, where US$ 1 = 

NOK 5.821. 

The models and framework used in this thesis are commonly used amongst professional analysts. 

Thus, it is outside the scope of this thesis to argue for or against the validity of these models. While 

Intex is currently involved in a number of projects in various stages of development, only the Mindoro 

project is close to completion. As such, only the Mindoro project is analyzed, since information 

regarding their other projects is limited to non-existent. Through the Mindoro project, Intex will be 

able to extract a number of byproducts. Full analysis of the project would analyze each commodity 

separately. However, due to lack of time and page-limitation, doing so in this thesis is not feasible, and 

thus information provided by Intex regarding byproducts and their effect on post-credit Opex is not 

scrutinized and assumed to be correct and valid. 

The forecast of the nickel market covers the period 2012 to 2020. Information beyond 2020 is likely to 

be vague and very speculative, and is unlikely to give a fair view of what the market situation will be. 

The relative valuation uses a peer group of companies with relatively similar characteristics. However, 

relative valuation for companies with exploration assets is very imprecise and as such is only used to 

compliment the DCF analysis. 
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2 Intex Resources ASA 

Chapter II introduces the subject of the thesis, and gives the reader an overview of Intex. The chapter 

begins by a brief description of the origins of Intex. This is followed by a description of their strategy, 

vision and goals. As a part of the description of the company’s strategy, Intex main project is 

explained. After that the organizational structure of Intex is described, including a look at important 

personnel and the ownership of the company. Finally, the chapter concludes with a look at the 

historical performance of Intex shares. 

2.1 Origins of Intex Resources ASA 

Intex is a publicly listed mining exploration and development company with a focus on non-precious 

metals and minerals. They are currently listed on the Oslo Stock Exchange (OSE). The company has 

its origins in Mindex ASA. Mindex held the rights to explore and develop one of the largest nickel- 

laterite deposits in the world, located on the island of Mindoro in the Philippines. In 2001, Canadian 

mining conglomerate Crew Gold Corporation (CGC) merged with Mindex. 

In 2006, CGC decided to spin of all of its non-gold assets into separate entities and created Crew 

Minerals ASA which was listed on the Norwegian stock exchange. Originally, Crew Minerals ASA 

was to act as the non-gold subsidiary of CGC. However, in 2007, Crew Minerals ASA and CGC were 

separated and became completely independent of each other. At this point Crew Minerals ASA 

changed name to Intex Resources ASA so separate itself from the former parent company (Intex 

Resources ASA, 2008a). The word Intex is derived from International Exploration. Since the de-

merger, CGC has gone bankrupt in 2010. 

Intex has several grassroots exploration targets currently in very early development phases. Through 

the period of analysis, Intex has focused on three major projects. The Maniitsoq diamond project is 

located in Greenland and has been in development since 2006, when initial exploration began. Despite 

initially encouraging results, it was decided in September 2012 that the project would be discontinued 

(Intex Resources ASA, 2012d). The Molybdenum deposit project is a promising venture in Norway, 

currently in early exploration phases. However, the main asset of Intex, and the priority of their 

operation, is the Mindoro nickel deposit project. 

2.2 Organizational structure 

Despite its limited size, Intex has a dispersed employee base with roughly 100 full-time employees. 

While they are listed on the Norwegian stock exchange, only four employees work from their head 

office in Oslo, while 18 employees are engaged in activities in the Philippines. The remaining 
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employees work on various projects near their exploration sites (Intex, 2013). The workforce was 

significantly reduced in 2010 in preparation for selling their assets on Mindoro to Atok Big-Wedge. 

However, most of the workforce was rehired when it was decided that Intex would continue to 

develop the Mindoro project and the sale fell through (Intex Resources ASA, 2011b). 

The Intex Group consists of the parent company, Intex Resources ASA and a number of subsidiaries. 

The organizational structure can be seen in figure 2.1: 

 

Figure 2.1 Source: Intex Resources ASA, 2012a 

The four subsidiaries directly under the parent company are all fully owned subsidiaries, all of which 

were acquired in 2007 with the exception of Norex Resources AS, which was acquired in 2008 (Intex 

Resources ASA, 2012a). The performance of the four fully owned subsidiaries along with the parent 

company is all represented in the consolidated financial statement in Intex annual reports with no 

individual reporting for the various subsidiaries.  

Originally, all mining rights and assets where held by the parent company. However, in 2009, Intex 

decided to reorganize the company so as to move the rights and ownership of assets to separate legal 

entities. As a result, the legal ownership of its Philippine subsidiaries was moved into a holding 

company, Intex Resources AS (Intex Resources ASA, 2012a). 

Intex Resources ASA  
(Parent Company) 

Intex Resources AS, 
100% 

Aglubang Mining Corp., 40% 

Alagag Mining Inc., 40% 

Shapa Holding Corp., 40% 

Intex Resources Philippines Inc., 100% 

Pilipoint Processing Inc., 100% 

Wise Tech Services Inc.h, 100% 

IceFire Diamonds AS, 
100% 

Molynor AS, 
100% 

Norex Resources AS 
100% 
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While Intex only hold a 40% controlling interest in Alagag Mining Inc. and Aglubang Mining Corp., 

Intex has options which would allow them to acquire the remaining 60% of both firms
1
. The option to 

do so has an expiration date of December 14, 2014, for the offer on Aglubang Mining Corp. and on 

October 26, 2016, for Alagag Mining Corp. (Intex Resources ASA, 2012a). It is unlikely Intex will 

exercise this option since they are currently in the process of selling parts of the rights to the Mindoro 

project to financial and strategic partners and thus would have no need for 100% ownership right of 

these subsidiaries. 

2.3 Strategy, Values and Corporate Goals 

The core-strategy of Intex has remained the same since 2006. Their strategy is to “[carry] out mineral 

exploration and develop mineral projects to a stage where they become potential targets for mine 

operators and in this process create significant values for the shareholders by means of sale or 

partnership” (Intex Resources ASA, 2012a, pp. 6). Mineral exploration and development can be 

divided into four separate stages. Stage one involve grassroots exploration, where companies attempt 

to find minerals in areas where it is unknown if such exist. Stage two is where a deposit has been 

found, and continued exploration is performed in order to determine if companies should continue 

developing the deposit. Stage three is where companies conduct thorough investigation to determine if 

full construction of the project should be undertaken. If it was decided in stage three to continue, stage 

four involves the planning, construction and commissioning of the mine (Eggert, 2010). 

Because Intex has neither the funding nor the size to handle full operation of projects the size of the 

Mindoro project, Intex’s core strategy has never been to complete stage four by themself. Instead, their 

core capabilities lies in geological exploration and development of ore deposits, including researching 

which techniques would be optimal for processing the ore extracted. To the extent possible, Intex will 

likely avoid taking responsibility for the final operation of the mines (Intex Resources ASA, 2012a). 

Intex is currently involved with projects in South East Asia and the Nordic area. 

2.3.1 Guiding values 

To accomplish the stated goal, Intex follow three core-values which they feel will allow them to 

develop in the direction which best suit their strategy. Integrity keeps Intex accountable for their 

actions and creates trust amongst stakeholders. Compassion involves the recognition of the effect of 

                                                      

 

1
 The reason why Intex only holds 40% is due to legislative policies surrounding direct foreign ownership in the 

Philippines. This issue is discussed in the macro-analysis in chapter III. 
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actions they undertake may have on local stakeholders, and dealing with these effects in a way which 

is not just sound from a business standpoint, but also from a social and environmental perspective. 

Finally, Intex believe in being dedicated to constantly innovate and be on the forefront of solving 

problems (Intex Resources ASA, 2012a). 

2.3.2 Decentralized organization 

To make the organization more flexible, Intex has a highly decentralized organizational structure. 

While the Intex headquarter is located in Oslo, a very small part of the organization works from there. 

Instead, most employees work from local offices close to projects currently in development (Petersen, 

2012). A decentralized structure is very efficient for a company such as Intex for two reasons. First of 

all, it moves management closer to the actual operation allowing for faster response to issues which 

may arise at project sites. Secondly, since Intex has projects in such diverse regions as the Philippines 

and Norway, cultural and social aspects must be handled differently across various projects. A 

decentralized structure will allow Intex to adapt more easily to the specific regions legislative and 

social norms through employment of domestic personnel. 

2.3.3 Changing short-term goal 

In November 2010, Intex replaced most of the board of directors, as well then CEO Erlend Grimstad 

(Intex Resources ASA, 2010b). Throughout 2010, Mr Grimstad and Intex worked towards selling the 

rights to the Mindoro project, which resulted in lay-offs for non-essential personal since much of the 

expertise necessary to complete the project was no longer useful. At an extra shareholder meeting it 

was decided that Intex would forego selling the asset and continue developing the deposit themselves. 

New CEO, Jon Steen Petersen focused on rehiring personnel throughout 2011 and building up the 

structure within Intex so as to realize the Mindoro project (Intex Resources ASA, 2012a). 

While Intex business plan includes expanding the project portfolio by finding new areas containing 

mineral deposits and develop these, such plans are currently not a priority (Petersen, 2012). The 

current primary short-term goal is to finalize a partnership with a major consortium capable of 

handling the Mindoro project with regards to funding, construction and final operation of the project 

(Intex Resources ASA, 2012a). 

Furthermore, current short-term goals of Intex include emphasis on creating a better structure of 

communication with communities in areas affected by the operations of Intex. This emphasis on 

creating better relations with external stakeholders as well as focus on CSR-projects aimed at 

enhancing conditions for people affected by the company’s exploration projects reflects the values of 

Intex which guide their strategy and goals (Intex Resources ASA, 2012a). 
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2.4 Current projects 

While Intex have a number of grassroots projects currently in very early exploration phases, only two 

projects are currently listed as assets on the books; the Mindoro Nickel project and the Nordli 

Molybdenum deposit project. At the start of the analysis period, Intex also had a third major project 

listed as being in progress in the Maniitsoq area of Greenland. This project has since been 

discontinued and Intex has no plans of further developing this project (Intex Resources ASA, 2013a). 

Since this thesis only focus on the Mindoro project, the Nordli project is not discussed here. 

2.4.1 Mindoro Nickel Project 

As explained in sub-chapter 2.3, all operational resources are geared towards completing the Mindoro 

project. In order to get a better understanding of the Mindoro project, a timeline of key events related 

to the Mindoro project since Intex demerger from CGC is provided below: 

2006: Intex spun off from Crew Gold Corporation and took over all operations in the Philippines. All 

subsidiaries which held rights to the Mindoro deposits were transferred from CGC to Intex 

(Intex Resources ASA, 2008a). 

2008: Aker Solution was contracted, and completed a revised Pre-Feasibility Study which confirmed 

the likelihood of solid economics. Aker Solution was later contracted to perform a Definitive 

Feasibility Study (DFS) (Intex Resources ASA, 2010c). 

2009: Intex was granted two additional MPSA
2
 by the Department of Natural Resources (DENR), 

expanding the area which Intex held exploration rights to (Petersen et al., 2010). 

2009:  In November, the Environmental Compliance Certificate (ECC) which Intex held was revoked 

after protests from IP’s (Dizon & Doyo, 2009). More information on this issue is found in 

section 2.4.1.1. 

2010: Aker Solution completed a DFS which showed very solid economics of the projects (Petersen, 

2011). The key-figures from the DFS can be found in table 2.1 below. 

2010: Throughout 2010, Intex was in negotiation with Atok Big-Wedge to potentially sell 100% of 

the project for US$ 10 million cash and US$ 300 million worth of shares in Atok. The deal fell 

through in November, and in response Atok filed a lawsuit which has yet to be resolved 

(Reyes, 2010). 

                                                      

 

2
 Mineral Production Sharing Agreement. More on information regarding these in the strategic analysis. 
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2012: In January, Intex signed a memorandum of understanding (MoU) with MCC8, a Chinese state 

owned and controlled engineering company, which gave them exclusive rights for six months 

to purchase part of the Mindoro project. The proposed deal would have given Intex US$ 296 

million cash and a 10% minority stake in the project, with an option to purchase back an 

additional 10% at a later stage. The project was never sold, and in November a new MoU was 

signed extending the exclusive rights period for MCC8 (Intex Resources ASA, 2012g) 

2012: In December, MCC8 received an offer to purchase 90% of the Mindoro project from a 

Chinese consortium led by China Tengfei Group
3
. The deal would give Intex US$ 180 million 

cash and a 10% free carried interest. On December 10, China Tengfei was given a three month 

exclusive period to perform due diligence and decide if they were willing to finalize the offer 

(Intex Resources ASA, 2013a). More information on this offer is found in section 2.4.1.2. 

The project has a number of aspects which separate itself from most other nickel projects currently in 

development. From an environmental perspective, the Mindoro project would become the first carbon 

neutral nickel operation in the world and thus have relatively little environmental damage. This stand 

in stark contrast to the rest of the nickel mining industry since nickel is the base metal which leaves 

the greatest CO
2 
footprint (Farrell, 2009). The project uses an innovative technology for the processing 

of nickel laterite ore. At the mine site, the project extracts two type of ore; limonite and saprolite. Most 

High Pressure Acid Leaching (HPAL) operations use separate processes for extracting nickel from 

these two types of ore. The Mindoro project would use a new type of technology which would allow 

them so extract nickel from both types of ores in the same process. Finally, HPAL has historically 

been a very expensive method of producing nickel due to its energy requirements. The Mindoro 

project is designed to use its own processing plant to generate electricity through steam generators, 

which would allow them to supply their own energy, thus significantly reducing the Opex (Petersen et 

al., 2010).  

According to the DFS, the economic 

viability of the Mindoro project is very 

positive. When the mine and refinery is 

fully operational, the project is expected 

to produce 52,700 tons of LME grade 

nickel per year (Petersen, 2011). Intex 

                                                      

 

3
 From here on, unless otherwise noted, any reference to China Tengfei refers to the entire consortium of 

companies involved in the proposed deal. 

IRR - rate of return (after tax)

Assumptions: Ni price 8.25 USD/lb; 20 years Life of Mine & Capex 2.45 bn

Mindoro Nickel deposit DFS

NPV at 8% (after tax)

NPV at 10% (after tax)

22 years

6.04 million tonnes

~1.0% Ni

USD 2.11/lb nickel

USD 0.56/lb nickel

23.6%

USD 3.293 million

USD 2.375 million

Life of mine (minimum at current reserves)

Run of mine

Feed of mine

Direct operating cash costs

Direct operating cash costs after credits

Table 2.1 Source: Petersen, 2011 
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has ownership of a concession area of 100km
2
 located about 30km inlands on the island of Mindoro 

(see Appendix 2.1). 

Since the release of the DFS, further geological study has shown that the DFS underestimated the 

amount of minerals on Mindoro. The area is projected to contain 353 million tons of ore with 0.87% 

Ni-contained, which at 52.7 kt per year production would give a life of mine of 50 years which is a 

significant upgrade from the DFS (Intex Resources ASA, 2012e). The Opex of the project has been 

revised to reflect that Opex is likely to be higher at commission date due to the new staged project 

plan. While no definitive timeline has been given for start-up of production, 2015 has been stated as a 

possible commission date. However, it is believed that 2016 is more likely target date (Petersen, 

2012). 

2.4.2 Issues 

Most of the issues the project has experienced have been related to local opposition to mining on 

Mindoro. In November 2009, a group consisting of two priests and 25 tribal leaders, all from the local 

area of Mindoro, arranged a hunger strike outside the head office of the DENR. The major concerns of 

the protestors were the effect mining would have on the environment and the indigenous people of 

Mindoro. Most of all, local governments where critical of the location of the deposits explored: The 

deposits are located close to two major river systems used for irrigation of farmland and protestors 

feared mining the area could cause pollution of water sources  (Digal, 2009). The hunger strike ended 

eleven days later when the ECC which had been awarded to Intex was temporarily revoked. 

Furthermore, an independent investigation into the environmental impacts of mining on Mindoro was 

launched by the DENR (Dizon & Doyo, 2009). While the investigation found no wrongdoing on the 

part of Intex, the ECC has yet to be reinstated. 

The issues Intex face with the indigenous people of Mindoro is in contrast to what the firm themselves 

claim. According to documents produced by Intex, inhabitants of Mindoro have been consulted by the 

firm in order to gain approval for the project; this is however strongly refuted by various organizations 

on Mindoro which claim Intex has not properly consulted local stakeholders (GÁLDU, 2012). Two 

major groups have been formed in order to oppose mining efforts in the Philippines. ALAMIN
4
 is a 

collection of various local organizations in Mindoro which are opposed to mining on Mindoro. ATM
5
 

is a collection of communities affected by aggressive mining operations in all of the Philippines, 

                                                      

 

4
 ’Alyansa Laban sa Mina’ translates to ’Alliance Against Mining in the Philippines’. 

5
 ’Alyansa Tigil Mina’ translates to ’Alliance to Stop Mining in the Philippines’. 
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supported by NGO’s and other related parties. Much of the fear Philippine people have towards 

mining is due to an accident in 1996, when one of the worst mining incidents in history occurred in the 

province of Marinduque. Large amounts of waste from the mine fell into two nearby rivers causing 

flashfloods which damaged nearby villages. Furthermore, the freshwater used by the locals where 

contaminated and could thus not be used as drinking water, as well as causing livestock and fish in the 

area to die of poisoning (Coumans, 2002). The incident caused distrust towards mining companies in 

the Philippines. 

To investigate the claims made against Intex to the OECD, a report was produced where local people 

where interviewed and environmental concerns of the firm was investigated. While the report 

concluded that no laws had been broken by Intex, stakeholder communication was found by the 

investigation to be insufficient (Shankleman & Tamondong, 2011). This has been cited by Intex as one 

of the reasons for the increased strategic focus on corporate communication (Intex Resources ASA, 

2012a). 

In 2010, Intex was sued by Atok Big-Wedge Inc. Atok Big-Wedge claimed that Intex then CEO Mr. 

Erlend Grimsted had entered into a verbal commitment to sell 100% of the rights to the concession 

area held by Intex on Mindoro to the sum of US$ 10 million cash and shares in Atok Big-Wedge at a 

value of US$ 300 million. However, at the general shareholder meeting held on 5
th
 of November 2010, 

it was decided that Intex would forego selling the rights and develop the deposit themselves (Reyes, 

2010). While the lawsuit has yet to be resolved, it is unlikely to lead to future issues, as Atok Big-

Wedge has now been named as one of the members in the syndicate which has offered to buy Intex.  

2.4.3 Current status 

As recent as December 2012, Intex received an offer to sell 90% of the Mindoro project for US$ 180 

million. The offer was made by China Tengfei Group Holding Limited, who together with a 

consortium of partners would finance the project and provide engineering expertise. According to the 

offer, Intex would remain as a limited partner and receive a 10% free carried interest from production 

once the mine and refinery is operational (Intex Resources, 2013b). Key members in the consortium 

include strategic investors Atok Big-Wedge, MCC8, CITIC-GEM and Yueda Mining, while the 

Industrial and Commercial Bank of China (ICBC) is listed as the primary financing partner. The 

project would be financed 70% through debt provided by ICBC, which is the largest commercial bank 

in China. It has been confirmed that the consortium would qualify for the necessary requirements 

needed to receive debt financing from Chinese creditors for projects outside of China (MCC8, 2012). 

Of the consortium members, Atok Big-Wedge and MCC8 is the most interesting. MCC8 is a Chinese-

owned subsidiary of MCC. MCC8 has for many years been the primary engineering and infrastructure 
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partner of Jinchuan, the fourth largest nickel producer in the world. Furthermore, MCC has been 

involved in the Ramu nickel-laterite project, one of the few successful HPAL operations, a similar 

technology to the one which will be used in the Mindoro project (Swanepoel, 2012). Atok Big-Wedge 

is a Philippine holding company, primarily owned by Boerstar Corporation. Boerstar Corporation is 

the primary investment vehicle of Philippine business man, and former minister of trade in the 

Philippines, Roberto V. Ongpin (Els, 2012). 

2.5 Ownership 

The top 20 largest owners as listed in the 2011 Annual report as well as the current updated list can be 

seen in appendix 2.2 and 2.3 respectively. In early 2012, the ownership concentration changed 

dramatically. Lybica Holding, which at the time was the only major shareholder, sold their entire stake 

in Intex. As of the cutoff date, the largest shareholder, besides shares held in treasury by Intex, is 

Musilik AS, which holds 3.71% of the outstanding shares. The identities of the top 20 shareholders are 

diverse. 

Large shareholders have increased incentives to put pressure on management and board of directors. 

Because ownership concentration in Intex is low, board of directors and management have increased 

influence and power. This type of ownership structure risk increasing the incentives for management 

to act in their own best interest (Thomsen, 2008). 

While management and board members are encouraged to hold shares in Intex, only Vice Chairman 

Finn Hadeem and Chairman Jan A. Vestrum own shares in the company. Mr. Hadeem holds 1,222,000 

shares through the holding company Hadeem Invest AS and Mr. Vestrum holds 2,530,000 shares 

(Intex Resources ASA, 2012c). Mr. Vestrum also holds 2,000,000 put-options towards his share 

capital with an exercise price of NOK 7 with expiration date of 31.06.2013. 

2.6 Firm leadership 

For a company like Intex, management and board of directors is very important since the creation of 

value will to a great extent depend upon their ability to negotiate with other parties. This holds 

especially true when the ownership concentration is low; without a strong majority owner putting 

pressure on the leadership of the firm, management and board of directors may begin to focus more on 

their own interests than the shareholders (Thomsen, 2008). 

2.6.1 Executive management  

From its public listing in 2006 until January 2011, Mr. Erlend Grimstad held the position of CEO of 

Intex. After he resigned, Mr. Jon Steen Petersen and Mr. Sven Monrad Jensen took the positions of 
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interim CEO and COO respectively. Once Mr. Petersen assumed the position of CEO on a permanent 

basis, he also took over the position of COO.   

Mr. Petersen has extensive experience in economic geology, from both the academic community and 

mining sector. Aside from holding the position of associate professor at University of Århus and 

University of Oslo, he has also held various executive positions in a number of mining corporations. 

Before joining Intex in 2006, he held the position of Vice President in the firm’s predecessor, Crew 

Gold Corporation. Mr. Petersen also serves as CEO of Intex Resources Philippines Inc. In order to 

coordinate the Mindoro nickel project, he currently resides and works in Manila, Philippines. 

While not all of the top management has experience from the mining industry, they all have extensive 

experience working for large corporations within their respective fields of responsibility at Intex. 

 

Table 2.2 Source: Intex, 2013b 

On January 4, 2013, Intex announced the addition of Mr. Henno Grenness as Executive Vice 

President. Mr. Grenness brings extensive experience from Investment Banking within capital markets. 

Because of the importance of the Mindoro project, most of Intex executive management team 

currently resides in the Philippines. Mr. Grennes main responsibility will be to oversee Intex 

operations in other countries through the head office in Oslo (Intex Resources ASA, 2013b). 

Along with Mr. Petersen, the two managers primarily in charge of the Philippine subsidiary are Leo 

Cleto Gamolo and Manuel Dumdum. Both have extensive experience working within the Philippine 

mining industry (Intex Resources ASA, 2012a). 

 

Table 2.3: Source: Intex, 2013c 

DNB Markets and First House

Management

Name

Jon Steen Petersen

Vigdis Jernberg

Sven Monrad Jensen Vice President, Exploration & 

Chief Geoscientist

Head of Finance and Accounting

CEO & COO

Position

Geological Survey of Denmark 

and Greenland Diamond

Experience

Crew Gold Corporation

OCAS and Rohde & Schwartz

Henno Grennes Deputy CEO & Executive VP

Management, Intex Recources Philippines Inc.

ExperiencePosition

Vice President

Name

Leo Cleto Gamolo Apex Mining Co. Inc., and Chase 

Minerals

Carmen Copper of Atlas Mining 

Corp., and PMDC
Manuel Dumdum Chief Financial Officer
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2.6.2 Board of directors 

Intex has a diverse board of directors with experience from various fields, but primarily from the 

mining and banking/finance sector. Chairman of the board, Mr. Jan Anders Vestrum has extensive 

experience within the mining sector; Mr. Vestrum served as CEO of CGC until 2008, and as such has 

much knowledge and experience regarding the Mindoro project. In contrast to the other board 

members, Mr. Vestrum, aside from serving on the board of directors also hold an operative role with 

Intex and is credited as consultant. While no specifics regarding his role have been given, because of 

his experience from CGC, it is assumed he is heavily involved with the Mindoro project.  

 

Table 2.4 Source: Intex, 2013d 

Aside from the five board members in table 2.4, Jon Steen Petersen also serves on the board of 

directors along with serving as CEO and COO. Board members are selected on a two year basis at the 

annual meetings. Board members can be reelected (Intex Resources ASA, 2012h). Jan Anders 

Vestrum, Finn Haadem and Mimi K. Berdal are the longest serving members of the board, having 

been with Intex since 2010. Tone Bjørnov and Christian L. Holst were elected in May 2012. 

Mr. Vestrum was voluntarily suspended on June 19, 2012. Investigators from Økokrim
6
 entered the 

office of Intex and requested documents in relation to an investigation surrounding allegations against 

Mr. Vestrum. According to the investigators, Mr. Vestrum was suspected of sharing inside 

information with financial advisors, failing to disclose a put-option agreement as a part of his share 

purchase and providing advice on trading when possessing inside information (Reuters, 2012a). 

During his suspension, vice chairman, Mr. Haadem, assumed the position of chairman. After an 

internal investigation by the board which did not provide any evidence of wrongdoings, Mr. Vestrum 

again resumed his duties as chairman of Intex (Schmidt, 2012). On the 25
th
 of January 2013, Økokrim 

announced that they would charge Mr. Vestrum. The board refutes these charges and claims that Mr. 

                                                      

 

6
 Økokrim is the Norwegian National Authority for Investigation and Prosecution of Economic and 

Environmental Crime. 

Board of directors

Experience

Merrill  Lynch, Schlumberger, Nordea Bank, Crew Gold

Haadem Invest, Dolphin Holding AS

Itera, Q-Free, Infratek, Gassco, Copeinca, Rocksource

Name

Jan Anders Vestrum

Finn Haadem

Mimmi K. Berdal

Tone Bjørnov

Christian L. Holst

DNB ASA, ABG Sundal Collier ASA, Aqua Bio Technology ASA

DnC, J.P. Morgan, Barclays de Zoete Webb, Christiania Markets

Position

Chairman of the board

Vice chairman of the board

Member of the board

Member of the board

Member of the board
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Vestrum’s actions were not in breach of rules and regulations (Intex Resources ASA, 2013). Oslo 

Stock Exchange imposed a violation charge on Intex of three times the annual listing fee, which was 

NOK 420,000. While the news of the charges caused the share price to drop somewhat, it is unlikely 

to have significant effect on the long-term performance.  

2.6.3 Executive compensation 

In corporate governance, the executive compensation serves a very important part of guiding the 

direction of the company. This holds especially true when the ownership concentration is low, since 

the lack of a majority shareholder usually leads to less pressure on management and the board. The 

executive compensation must be such that it promotes decisions which benefit shareholders (Thomsen, 

2008). 

Intex has a well defined benefit plan for executive management that was implemented in 2010. The 

plan consists of three parts; a fixed salary, a regular bonus and an option incentive scheme (Intex 

Resources ASA, 2012a). Fixed remuneration for the CEO is determined directly by the board of 

directors based upon performance of the company. The remuneration of the executive management 

team, except for the CEO, is determined based on parameters set by the board of directors and is based 

upon their role within the firm. The regular bonus part is determined yearly by the board of directors 

and is based on a mix of corporate and personal performance. This bonus can never exceed 50% of 

base salary (Intex Resources ASA, 2012h). A summary of executive compensation excluding the 

option scheme can be found in appendix 2.4a-c. 

Aside from the fixed salary and the normal bonus program, Intex also has a stock option bonus 

scheme. The board of directors has stated they feel the stock option program is important, as it will 

focus the management team towards maximizing value for shareholders (Intex Resources ASA, 

2012h). However, stock option bonuses have potential to cause problems. In certain cases, 

management and the board may take decision which is beneficial in the short-run, thus pushing share 

prices, and by extension payoff from option bonuses upwards, while leaving shareholders worse of in 

the short-run (Thomsen, 2008). Appendix 2.5a-b shows a summary of all options which has been 

given to the executive management team and board of directors since the annual report 2011. As the 

tables show the management team and board of directors has large personal incentives towards 

realization of the Mindoro project.  
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2.7 Performance of Intex stock 

Figure 2.2 show the development of Intex stock in comparison to the Oslo OBX SE index since 

01.01.2007. For easier comparison, both series have been indexed at 01.01.2007 = 100. 

Both the Intex stock and OSLO OBX index 

has been quite volatile during the period of 

analysis. After Intex launched its IPO, the 

stock rose more than 100% to a peak of 

index 205.15. However, after its peak, the 

stock plummeted and bottomed out at index 

10.13 in December 2008, at the same time as 

the OSLO OBX index. OSLO OBX peaked 

in May 2008 at index 126.27 and bottomed 

out in December 2008 at index 49.83. Both 

the OSLO OBX index and Intex stock was 

affected by the recession, evident in both 

bottoming out during the period of the 2008-

2009 recession. While the OSLO OBX index has recovered since then having almost reached its mid-

2008 high by end of period of analysis, Intex has struggled to regain its previous performance. By the 

end of period of analysis, Intex stock was at Index 31.07, an increase since the recession, but a drop of 

68.9% since the beginning of the analysis period.  

As with most companies that lack operational revenue, Intex share price is very much affected by 

news and updates from the company. In early 2010 the Intex stock saw spike in prices which lasted 

through most of 2010. The spike coincided with the completion of the DFS-report which showed the 

Mindoro project to be a high-potential project (Petersen et al., 2010). However, the prices again 

dropped at the end of 2010. In November 2010, several changes to the strategic direction and the 

actions necessary to facilitate these, including but not limited to replacing the board of directors and 

changing CEO (Intex Resources ASA, 2011a).Furthermore, the drop in share price coincided with the 

Atok Big-Wedge’s lawsuit against Intex. Prices again increased significantly in early 2012, when 

Intex signed the MoU with MCC8. However, prices quickly went back down as little happened in 

relation to the deal and shareholder expectation declined. The share again seemed to perform well 

around the time of the announcement of the China Tengfei offer. However, prices have since declined 

significantly, and the current market price is NOK 3.89 per share.    

Figure 2.2 Source: Datastream 
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3 Nickel market outlook 2012 - 2020 

Chapter III analyses the market for nickel and forecasts the price development until 2020. Like any 

commodity stock, the future performance of Intex will heavily depend on the future performance of 

the underlying commodity which they produce. As such, in order to understand the potential value 

which can be derived from the Mindoro project, it is important to understand the market for nickel and 

how it is expected to develop over the next couple of years. 

3.1 Nickel 

Nickel is the fifth most commonly occurring metal in the world. Most of the nickel is found in the 

earth’s crust, and as such is completely inaccessible and impossible to extract. In natural form, nickel 

is a silvery-white metallic element which can be found in two types of ore; sulfide and laterite. Sulfide 

deposits make up roughly 40% of the global nickel deposits and laterite the remaining 60%. 

Currently, 58% of the nickel produced and supplied comes from the higher-grade nickel-sulfide 

deposits with the remaining 42% from nickel-laterite. There are two primary reasons as for why most 

projects are based on sulfide ore. First of all, nickel produced from sulfide is more economical since 

the process for extracting nickel from sulfide is cheaper than from laterite along with sulfide generally 

having higher Ni-content per ton. Secondly, sulfide has generally been perceived as politically safer 

than nickel-laterite. From a geo-political perspective, nickel sulfide deposits are more common in 

politically safe countries such as Australia and Canada, while nickel-laterite deposits are generally 

found in more unstable countries such as Indonesia and Philippines (Mills, 2012). 

Nickel products are sold in three separate stages of processing. Mined products are the unprocessed 

ore, originating from either laterite or sulfide. Intermediate products are the semi-processed mattes, 

concentrates, salts and other oxides which are used for further refining. Primary nickel products are 

the finished nickel from smelters and refineries. Primary nickel products are either class I or class II. 

Class I is nickel products with a higher Ni-content than 99% and class II are all those products below 

99%. 

The primary attribute of nickel which 

makes it useful is its resistance to 

corrosion and oxidation. Due to these 

favorable properties, roughly 90% of 

all nickel is used in the production of 

various metallic alloys and 

superalloys, with stainless steel the Figure 3.1: Industry usage of nickel (Source: HSBC, 2012) 
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most common usage with nearly 66% of all nickel consumed as seen in figure 3.1.  

One of the more common applications of nickel other than alloys is batteries based on nickel 

chemicals. The usage of nickel in batteries has led to increasing demand of nickel from the automotive 

industry due to the increased focus on creating environmentally friendly cars such as hybrids and 

electric cars (USGS, 2011). 

3.1.1 Nickel market 

The market for nickel has moved from being close to monopolistic market to a much more competitive 

environment. In 1929, the International Nickel Company (Inco) supplied more than 90% of all nickel 

consumed. While the growth of nickel usage has been extremely high, it has also been highly erratic 

and followed a cyclical pattern which has mostly been driven by innovation in nickel usage. Prices 

reached a peak in the years 1914 to 1918 and 1939 to 1945 as initially nickel was primarily used in 

construction of military equipment and thus prices rose during World War I and World War II (Mizzi, 

Maurice & Anders, 1987). Today nickel mining has moved away from the early monopolistic hold of 

Inco, and is now dominated by large diversified mining corporations such as Xstrata, Vale and BHP 

Billiton. 

Nickel is listed on a number of exchanges, but the most widely quoted is the London Metal Exchange 

(LME). It serves as the primary barometer for current supply/demand. The LME lists a large 

assortment of nickel product with the common denominator of having a Ni-content of 99.8% or above. 

For purposes of pricing nickel, the LME serve a very important function as most nickel producers sell 

their products according to prices on the LME, with markdowns in prices based on the Ni-content of 

the product. 

Figure 3.2 shows how 

the price of nickel and 

LME stock has changed 

since 1996. Nickel 

prices reached a peak of 

over US$ 54,050 per ton 

in 2007. However, 

throughout the 

subsequent 22 months 

nickel prices dropped 

drastically and bottomed 

out during the recession of the late 2000s at US$ 9,173 (USGS, 2011). Since the recession, nickel 

Figure 3.2: LME stock and 3-month future (Source: Datastream) 
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prices have started to recover to its normal price levels. The reason why nickel has struggled to regain 

momentum since the recession is due to excessive inventories and the emergence of Nickel Pig Iron 

(NPI). 

3.1.2 Stainless steel and nickel alloys 

As figure 3.1 shows, 66% of the nickel 

produced is utilized for the production 

of stainless steel. As a result, the 

demand of nickel closely follows the 

demand for stainless steel. The 

increased usage of stainless steel is tied 

to industrialization and urbanization. As 

such, the growth in production of 

stainless steel is heavily tied to 

economic growth, as shown in figure 3.3. 

Stainless steel comes in a large variety of grades, labeled as the 200-, 300- and 400-series. Amongst 

these, the 300-series is the most common. The 300-series has the highest nickel content and is called 

the austenitic series of stainless steel. The usefulness of stainless steel comes from its high resistance 

to corrosion and resistance to rapid changes in temperature. These properties make it particularly 

useful in any industry requiring high sterility and extreme cleanliness, e.g., food processing or medical 

equipment. Furthermore, because stainless steel is not only extremely resistant to the elements but also 

looks aesthetically pleasing, it is used extensively in architecture and infrastructure construction as 

decoration (Nickel Institute, 2012). 

Stainless steel is in use in more than 3,000 industries, and in more than 300,000 end user products. The 

three primary usages of stainless steel is the production of catering supplies & food utensils, process 

industries and architecture building & construction (Eilbeck & Joannides, 2012). 

 

 

 

 

Figure 3.3: World GDP growth and change in stainless steel 

production (Source: Jahangir, 2010) 
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3.2 Nickel demand forecast 

Over the past decade, most of the growth in demand of nickel came from 

emerging markets. As stainless steel production constitutes such a great 

degree of the global consumption of nickel, countries with large 

production and consumption of stainless steel demand has the highest 

demand for nickel. Globally, the demand for stainless steel is expected to 

have a compound annual growth rate (CAGR) of 4.2% between 2011 and 

2020 (RNCOS, 2011).  

For the purpose of this thesis, it would be impossible to make a complete 

overview of all the countries and industries which use nickel. As table 

5.1 show, China is by far the largest consumer of primary nickel and is 

expected to remain so. India by comparison has a very low yearly 

consumption. However, due to increased focus on urbanization and 

industrialization, India’s nickel consumption is expected to increase significantly throughout the next 

few years and as such will become highly relevant. Finally, the rest of the world (RoW) is discussed to 

obtain a brief overview of how the demand is expected to change in the coming years from the other 

major nickel consumers in general. 

3.2.1 Global economic growth 

The demand growth of nickel has not been as 

explosive in 2012 as in previous years. With 

nickel consumption heavily tied to economic 

growth, the reduced demand was expected as 

main consumers experienced slowdown of GDP 

growth in 2012. Especially the reduced GDP 

growth in China had high impact on demand, 

since they consumed nearly 40% of the global 

nickel supply in 2011 (VTP Capital, 2012). However, as table 3.2 shows, the future outlook of nickel 

is promising from a global economic perspective, since the major consumers are expected to rebound, 

and have a long-term economic growth rate which exceeds the one experienced in 2012. 

3.2.2 China 

While Asia in general has seen an increase in consumption of nickel, China in particular has been the 

largest consumer through the last ten years. In 2011, China consumed 680 kt of primary nickel, which 

Year 2010 2011 2012f 2013f - 2017f

World 5.1 3.8 3.3 3.6 - 4.6

China 10.4 9.2 7.8 8.2 - 8.5

Japan 4.5 (0.8) 2.2 1.2 - 1.1

U.S. 2.4 1.8 1.3 1.5 - 3.3

Euro area 2.0 1.4 (0.4) 0.2 - 1.7

India 10.1 6.8 4.9 6.0 - 6.9

GDP growth

Table 3.2 Source: IMF, 2012 

Country Consumption

China 680

Japan 152.2

U.S. 122.5

Germany 92.5

South Korea 74.1

Italy 54.5

Taiwan 46.6

India 34.8

Spain 32.7

Belgium 28.5

Top 10 nickel consumers 

2011 by country

Table 3.1 Source: Troszkiewz, 

2012 
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represented 40% of global consumption (Royal Nickel, 2012). By 2020, China is expected to represent 

58% of the global consumption (Lennon, 2011). There is significant room for growth as currently 

China consumes about 0.4 kg/capita of nickel in comparison to Germany and Japan, who consume 1.3 

kg/capita. Because of the extreme growth in demand from China, a direct correlation has been found 

between Chinese consumption of nickel and the global supply (Roache, 2012).  

Comparing figure 3.1 to figure 3.4 shows that 

the proportion of nickel consumption tied to the 

production of stainless steel is even greater than 

the global average. The growth of stainless steel 

usage in China throughout the past decade is 

unprecedented, with an annual growth of 53% 

from 2006 to 2010 with production volumes of 

12.591 million tons in 2011. However, the 

annual growth is expected to go down to 23.7% 

with production volumes of 26 million tons in 2015 (Cheng, 2012). However, the increased 

consumption of stainless steel is by itself not necessarily a sign of increased consumption of primary 

nickel. A large proportion of increased stainless steel production in China is attributed to the increased 

prevalence of the 200-series of stainless steel. The 200-series has a much smaller Ni-content, and is in 

China often based on NPI as the nickel input (Burns, 2011; Burns, 2012c). 

3.2.2.1 Economic growth 

The increase in nickel demand from China is 

due to strong economic growth over the past 

decade, which has fueled the industrial 

production and urbanization. Even though the 

growth rate is expected to slow down somewhat 

in the coming years, the yearly average growth 

rate is expected to be around 7.8% until 2021. 

The manufacturing industry is expected to grow 

at a faster rate than the GDP, from 34% of total 

GDP in 2011 to 35% of GDP in 2021 (Oxford, 

2012). As figure 5.3 show, metal goods industry in China is already using a larger portion of the 

countries nickel in proportion to the RoW, and increasing industrial production will thus lead to 

increased consumption of stainless steel. 

Figure 3.5: China end user of nickel 2011 (Source: HSBC, 

2012) 

Figure 3.4 Source: HSBC, 2012 
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Due to the strong economic growth, the Chinese economy has increasingly moved away from relying 

on agriculture towards industry and production. However, a significant portion of the Chinese 

population still lives in rural areas of the country. In 2010, 55% of the population lived in rural areas 

of China and the remaining 45% in urban areas. The urbanization process is expected to continue, and 

by 2050, as much as 73% of the population is expected to have moved to urban areas. Such shifts will 

require continued increased investments in infrastructure (Cartman, 2011). 

Increased industrial production in China is expected to primarily be driven by chemicals & fertilizers, 

paints & varnishes and components and boards (Oxford, 2012). None of these industries uses nickel as 

a primary raw material. However, all of these industries require facilities and industrial equipment 

which can handle harsh environments, and thus require large amounts of stainless steel. 

3.2.2.2 Changes in stainless steel production 

The Chinese stainless steel market is approaching a period of extensive change. While currently the 

largest producer of stainless steel in the world, the Chinese steel industry posted losses of US$ 873 

million in the first three quarters of 2012. One of the major concerns is that the Chinese steel making 

industry is highly fragmented with many smaller producers (Juan, 2012). According to the 12
th
 five-

year plan for metals, the Chinese government intends to implement policies which will encourage 

many of the smaller producers to merge with, or sell their operations to larger companies creating 

economies of scale (Burns, 2011). 

While the annual growth in stainless steel production will go down, the amount of nickel needed for 

smelting stainless steel will increase. Most of the stainless steel produced today is the lower grade 

200-series which utilizes NPI. By focusing on the 300-series, which has a higher Ni-grade, the 

Chinese stainless steel industry will increase its consumption of higher quality primary nickel despite a 

decreasing annual growth of stainless steel production (Burn, 2011; Juan, 2012). 

3.2.2.3 Impact of NPI 

As a low cost alternative to higher grade nickel products, the future demand of NPI is expected to have 

a significant effect on prices of nickel. The growth in production of NPI has been extremely high, 

growing from 25 kt in 2006 to 250 kt in 2011. However, in 2012, NPI producers are expected to 

supply a total of 274 kt, a growth of only 1.1% over 2011, a result of decreasing LME prices (VTB 

Capital, 2012). 

The reason for low demand growth, and indeed why analysts expect demand growth for NPI to remain 

subdued over the next few years is the high marginal cost. NPI costs ~US$ 7 per lb in comparison to 

the expected US$ 3.3 per lb of refined nickel from the Mindoro Nickel Project (Intex Resources ASA, 
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2012f; Juan, 2012). Breakeven price of NPI has been reported to be as high as US$ 17 000 per ton to 

US$ 20 000 per ton. With the lower prices of refined nickel, producers of stainless steel are 

increasingly switching back to using higher grade refined nickel. Furthermore, the Chinese 

government has put pressure on NPI producers for environmental purposes. In the 12
th
 five-year plan 

for the Chinese steel industry, the Chinese government introduced plan for heightened environmental 

consciousness, and NPI was implicated as an industry which was in dire need of lessening its carbon 

dioxide emission (Juan, 2012). 

3.2.3 India 

While China has clearly been the most dominant consumer over the past ten years, India with its 

growing population has often been referred to as the “next China” in terms of future demand for 

commodities. While India is not a manufacturing country like China and thus is unlikely to see 

increased demand from manufacturing industries, the Indian government has unveiled plans for 

extensive build-up of infrastructure and power generation (World Bank, 2012). In total, India has over 

US$ 440 billion pledged in planned investments for such projects (Mathur, 2010). 

3.2.3.1 Stainless steel 

Just like in China, the demand for nickel in India will be driven by increased demand for stainless 

steel. The Chinese demand for stainless steel throughout the 21
st
 century was driven by 

industrialization and urbanization which has led to China moving away from being an agricultural 

economy to a manufacturing economy. By contrast, India has yet to hit the same phase of 

development, and thus the future demand for stainless steel is expected to be driven by a similar 

pattern of urbanization and industrialization as China has experienced in the past decade (Mathur, 

2010). In contrast to China, which has large domestic supply of nickel, India completely lack nickel 

production capabilities. As such, all nickel consumed in India must be imported. India has an import 

duty of 15% on nickel which makes it very costly to produce stainless steel in India (Malhotra, 2012).  

While India is already the fourth largest producer and third largest consumer of stainless steel, nickel 

consumption remains somewhat subdued. Just like in China, most producers of stainless steel make 

low grade nickel, with the 200-series constituting 58% of stainless steel production, and the more 

nickel heavy 300- and 400-series makes up the rest of the market at 27% and 15% respectively.  

Annual growth of stainless steel production is expected to increase by 11% until 2016 (KPMG, 2012). 

Furthermore, similarly as in China, Stainless steel producers in India are expected to shift from 

producing predominantly the 200-series to an increased focus on the 300- and 400-series, as the 

removal of import duty on nickel will cut costs of producing the higher grade of stainless steel (SMi, 

2011). 
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3.2.3.2 Power generation 

According to the World Bank, as much as 40% of the population in India is without electricity, and 

power outages are prevalent even in the bigger cities. This lack of electricity generation is recognized 

by the Indian government as a major detriment to attracting foreign investment. As of October 2011, 

India has a capacity of 182,689 MW. The 13
th
 five-year plan proposes investments which will bring an 

additional 93,000 MW between 2017 and 2022 (OICF, 2012). Modern power generation technology, 

especially nuclear power plants and clean energy which India will heavily rely on, requires large 

amounts of stainless steel and as such the proposed plans for increased electricity capacity is expected 

to lead to an a significant increase in demand of nickel around 2017. Bhawan (2011) expects stainless 

steel demand from the electrical equipment industry in India will grow by a CAGR of 12% per year 

between 2012 and 2022. 

3.2.3.3 Automotive industry 

India is currently the leading automotive producer in Southern Asia, especially within the two-wheel 

and small cars segment. In 2009, the Indian automotive industry produced 11.2 million units total. By 

2015, this number is expected to increase to around 32.3 million units. Furthermore, one of the larger 

manufacturing industries in India is components such as wheel rims and exhaust pipes. The 

automotive components market is expected to grow at a similar rate to the automotive industry. 

Throughout the past few years, the automotive industry has increasingly begun to use more stainless 

steel in production of not just single components, but majority of chassis (Mathur, 2010). 

3.2.3.4 Infrastructure: Transportation and Water resources management 

Of emphasis in the 12
th
 five-year plan covering 2012-2017 is the necessity of improved transportation 

services. India already has one of the largest railways in the world, transporting more than 22 million 

people each day and more than 923 million tons of freight each day. However, according to 12-year 

plan, Indian railways are in need of modernization (GIPC, 2011). The planned improvements to 

transportation networks, such as modernization of railroad stations, new railroad cars and new aviation 

hubs are going to require significant amounts of stainless steel. 

One of the major social issues facing India is the lack of clean water. India currently has 16% of the 

world’s population, but as little as 4% of the world’s clean water supply (GIPC, 2011). As such, the 

Indian government has pledged in the twelfth five year plan to increase investment in clean water 

production. Improving the production of clean drinking water is going to require significant amounts 

of stainless steel in order to build water purifiers and pipelines for handling raw water. 
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3.2.4 Rest of world 

Just like in China, production of stainless steel dominates the majority of nickel consumption. 

However, in contrast to China as well as the future expectation of India, the demand for nickel in the 

other major consumers is not driven by industrialization, but by large manufacturing industries. 

Common amongst the top five consumers (excluding China) is large automotive industries. Increased 

usage of stainless steel in not just constructing individual smaller parts of cars, but also more usage in 

the main chassis has led to an increase in demand from the automotive industry as an end-user. The 

automotive industry is also expected to receive a boost due to the continued economic growth in China 

and India. Increased economic growth is expected to push the demand for automobiles, and with an 

increasing usage of stainless steel in cars, demand from these industries will grow significantly 

(Montgomery, 2011). 

Out of the major consumers outside of China, Germany is the most interesting as their consumption 

pattern differs somewhat from the rest of the world. While stainless steel is still the primary usage of 

nickel, production of specialist alloys for IT, aeronautics and other specialist industries constitute a 

much greater part of the total nickel consumption in comparison to other countries, producing more 

than 50% of all the specialist alloys in Europe (Weinberg, 2008). 
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3.3 Nickel supply forecast 

Nickel mining has in the past been highly 

cyclical. For long periods of time, very 

few projects are brought to completion 

and begin operation. Following these 

barren periods of little new supply is a 

brief period of large amounts of new 

mines opening on the market which 

significantly increases the amount of new 

nickel supply. The nickel mining industry 

is about to reach such a state in the next 

few years.  

The evaluation of nickel supply is separated into base case supply and new projects. Not yet realized 

projects are further divided into possible, probable and highly probable. Highly probable projects are 

those where production has started in 2012 and are currently in ramp-up phase or will begin 

production in 2013. Probable projects are those where construction of facilities has just been started or 

have financing in place and which has not met many issues. Possible projects are those in early phases 

with a planned start-up date far into the future, where there is a lack of financing in place.  If these new 

mines are all brought to production, global supply of nickel could increase by more than 700 kt by 

2015 (Jahangir, 2010). The major projects taken into consideration are the 16 projects listed in 

appendix 3.1, which would account for 619.9 kt per annum of the 700 expected supply increase by 

2015. 

3.3.1 Africa 

Most of the refined nickel which stems from Africa has been mined as a byproduct of other minerals, 

primarily precious metals such as gold and palladium. As a consequence, nickel is not a priority target 

for mineral exploration companies active in Africa. Because of poor infrastructure, mining ventures in 

Africa is more expensive than in most parts of the world. For example, the Ambatovy project, which 

has very similar characteristics to the Mindoro project, has up until the cutoff date accumulated US$ 

5.5 billion in total Capex, which is more than twice the projected cost of the Mindoro project 

(Iloniaina, 2012).  This has caused many nickel mining corporations to stay away from Africa. 

Furthermore, large amounts of corruption in governments and civil unrest cause high political risk 

(Sharaky, 2011). However, with increased stabilization of the political situation in many African 

countries, mining companies have to an increasing extent started contemplating Africa for expansion. 

Figure 3.6: Primary nickel production by continent ‘000 tones 

(Source: Own creation; based on data from INSG, 2011) 
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This is evident in the increase of supply which is expected within the next few years from major 

projects in development as well as restart of a number of operations which was shut down during the 

past decade. 

Nickel mining in Zimbabwe is currently non-existent but will restart within the next few years. The 

Bindura Nickel Corp. (BNC) owns the only integrated nickel operation in Zimbabwe, but it is 

currently operating at care & maintenance levels and as such has no current commercial production. 

With improving conditions on the nickel market, plans were put in place to restart operations, and at 

full speed, BNC will produce 14.5 kt of primary nickel per year. Restart is planned in April 2013 

(Mwani, 2012). 

One of the largest nickel projects in the world, the Ambatovy project on Madagascar has recently 

received permission to ramp up production to full capacity. The project obtained final authorization to 

commence operation in the third quarter of 2012 and has begun production (Iloniaina, 2012). The 

mine is currently in the ramp-up phase, producing 2.5 kt of nickel in Q3 2012, and is expected to reach 

full production capacity early 2013. Expected output in 2013 is 70% of the full yearly output, with an 

expected 60 kt per annum 2014 onwards (Sherritt, 2012). 

Xstrata is currently developing a mine in Tanzania, called the Kabanga nickel deposit. According to 

KPMG (2012), the mine is to become operational in 2014 with an annual production of 40 kt of nickel. 

However, this project has been mired in issues stemming from bad timing of market situation and 

difficulties in building necessary infrastructure. Additional delays are expected. 

Once the Ambatovy and Kabanga projects are operational, the supply of primary nickel from Africa 

will more than double within the next five years, and could potentially cause increased exploration in 

Africa. Any such exploration will however not impact the supply of nickel within the timeframe of the 

forecast due to the considerable time it would take to bring projects to completion. 

3.3.2 North- and South America 

Most nickel mining in the Americas is in Canada, with Xstrata Nickel and Vale dominating the 

Canadian nickel market. The largest operations are in the Sudbury area, where both Vale and Xstrata 

Nickel have major operations. Both companies are well-diversified mining corporations. Vale is 

currently in the process of phasing out their refinery operations in the Thompson area and instead 

focuses on producing primary nickel in their Sudbury plant refinery as well as their European refinery 

(Vale, 2012). 

Vale is expected to significantly increase their production from their operations in South- and North 

America. Aside from their current mines, they have a major mining project in Long Harbour, expected 
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to start producing in 2013 which after a three year ramp-up period is expected to produce 60 kt per 

year of finished nickel (Stefan, 2012; Vale, 2012b). The Long Harbour project has initiated the start-

up phase and as such is considered highly probable. Furthermore, Vale’s project in Brazil, the Onca 

Puma mine, is considered highly probable. The project started ramp-up in 2011, but was shut down 

due to malfunctioning equipment in Q3-2012 (Vale, 2012). It is expected to re-start ramp-up in mid-

2013, with annual production of 53 kt nickel at full production capacity (Spinetto, 2012). 

Xstrata Nickel sells most of their nickel through their Integrated Nickel Operation (INO), which has a 

refinery in Norway. As such, it is difficult to estimate how much of the finished nickel actually comes 

from Canada and thus any nickel produced by Xstrata nickel operations is detailed in their operations 

in Norway (Xstrata, 2012). 

Victory Nickel currently has a large scale nickel-sulfide project in development. They have received 

final permission to develop the area, and the feasibility study shows an annual production of 49.9 kt of 

nickel. Furthermore, the economics of the project is considered highly competitive with a very low 

cost per lb (Victory Nickel, 2012). While Victory Nickel has been given all the necessary permissions 

to continue development of the mineral reserves and the economics of the project are highly favorable, 

the lack of financing or a plan for how to finance the project in conjunction with the lack of a 

timetable for development, the project is considered possible. 

3.3.3 Asia 

Predicting the future supply from Asia is more difficult than the rest of the world. Nickel mining and 

production is highly fragmented in Asia, and very few companies have vertical integration with both 

extraction and production of nickel. Furthermore, the financial- and production reporting standards are 

not as thorough in most of emerging Asia in comparison to western countries, which make it very 

difficult to find information regarding individual companies. As such, the supply forecast from Asia 

relies less on information regarding individual companies, and more on general industry forecasts. 

3.3.3.1 China 

With the exception of Jinchuan, nickel mining in China is highly fragmented with many smaller. Most 

of the nickel production is focused on NPI. While the supply of nickel from China has grown 

significantly, China is a net importer of primary nickel due to insufficient domestic supply. Of all the 

nickel producers in China, Jinchuan is the only major producer of primary non-NPI nickel, with a 

yearly production of 127 kt (Jinchuan, 2012). 

The future supply growth from China will be much lower than throughout the previous decade. Most 

of the supply growth came as a result of the explosive supply growth of NPI. However, with the 
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changes to the steel and non-ferrous metals industry which will hamper the demand of NPI, and with 

regulatory changes in Indonesia, the nickel production industry in China will face uncertainty 

throughout the next decade, and growth is likely to remain relatively low to medium. 

3.3.3.2 NPI 

Estimating the future supply of NPI is very difficult. The NPI industry has until now exclusively been 

found in China, and is currently a highly fragmented industry with many small producers. As such, 

reports from individual producers are bad to nonexistent.  

NPI will face uncertainty in the medium term. Initially, NPI was created using blast furnaces which 

was very unhealthy for the environment and had a high energy consumption, which severely increased 

the Opex of operating NPI production facilities. Producers are increasingly using a new type of 

furnace called Rotary Kiln Electric Furnaces (RKEF) which uses substantially less energy and is much 

friendlier to the environment (Aidong, 2011). However, the ban on nickel laterite ore from Indonesia 

is going to have negative effect on Chinese NPI producers. Primary suppliers of nickel laterite ore for 

NPI production is miners in Indonesia and the Philippines. However, this does not imply that the two 

countries are interchangeable. Generally, ore imported from the Philippines is used in older blast 

furnaces due to its nickel content being only at around 0.9-1% contained nickel per ton, while the ore 

from Indonesia have 1.5-2% nickel contained per ton. The modern RKEF does not operate well with 

the lower grade ore from the Philippines, and as such NPI producers utilizing these new type of 

furnaces are likely to struggle (Cartman, 2012). This is most likely to happen around 2014-2015, as 

Chinese NPI producers have gathered significant stocks of nickel laterite ore from Indonesia in 

anticipation for the upcoming export ban. An outright ban on Indonesian ore could lead to breakeven 

price of NPI to increase from the current levels US$ 6.50-8 per lb, to as high as US$ 9-12 per lb 

(Lennon, 2012; CommodityOnline, 2012). 

3.3.3.3 Indonesia & Philippines 

Some of the largest mineral deposits in the world are located in Indonesia and the Philippines yet 

supply of primary nickel has been almost non-existent. While mining operations are highly prevalent, 

all ore has either been processed to concentrates sold to producers of primary nickel products abroad, 

or has been exported to China for NPI production. Through the past decade, Indonesian nickel miners 

have been the primary supplier of nickel laterite ore for Chinese NPI producers as well as ferro-nickel 

refineries in Japan (Katori & Fukumori, 2012). 

The supply of primary nickel from Indonesia will increase significantly throughout the next few years. 

This does not necessarily mean that the global supply will increase. The export ban on ore came as 

result of the Indonesian government wanting to keep the final step of the value chain in producing 
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primary nickel in Indonesia instead of other countries (Yulisman, 2012). As a result, the increased 

supply of nickel from Indonesia which will be experienced throughout the next decade will come at 

the expense of nickel supply growth from China and Japan, as Chinese and Japanese producers of 

primary nickel and NPI move refineries to Indonesia and use current supply of ore to produce nickel in 

the country (CommodityOnline, 2012). 

While the Philippines does not have an export ban in place, the government of the Philippines have 

clearly indicated that they are in favor of the mining industry as discussed in section 4.1. There are 

currently a number of large projects in development in the Philippines which would significantly 

increase the supply of primary nickel (Sutherland, 2012). The major nickel projects in development in 

the Philippines are complete operations, and as such would add significant growth to the global 

supply. 

3.3.4 Europe 

While the International Nickel Study Group (INSG) reports Europe as being a major source of primary 

nickel, nickel mining is not a large industry in Europe outside of Russia and New Caledonia
7
. The 

reason for the large supply of nickel from Europe is due to some of the major nickel producers having 

mining and refining in separate countries. 

Norilsk has a refinery in Finland which produces primary nickel products with ore received from their 

mines in Africa and Australia (Norilsk, 2012), and Xstrata has a refinery in Norway which produces 

nickel for their Integrated Nickel Operation (INO) (Xstrata, 2012). Furthermore, Vale has a major 

refinery in Wales which produces a large amount of nickel from their Canadian operations (Vale, 

2012). All three these companies have reported that output from respective refineries are expected to 

increase due to increased mining activity at their operations in other countries, which is expected to 

increase the supply of primary nickel from Europe. 

3.3.4.1 Russia 

Nickel mining and production in Russia is highly consolidated. MMC Norilsk Nickel produces 90% of 

total output of primary nickel in the country. Of the remaining 10% of Russian output of primary 

nickel, most of it is sold domestically and as such constitutes a small amount of the Russian nickel 

export. In 2011, Norilsk produced 237 kt of primary nickel (Norilsk, 2012).  

                                                      

 

7
 New Caledonia is located close to Australia. However, most publications report output from New Caledonia as 

originating from Europe since it is an overseas collectivity of France. 
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The current growth strategy of Norilsk is primarily centered on diversifying into operations in other 

countries and focus on other minerals. As such, exploration and development in Russia is centered on 

developing current mines and refineries, making them more efficient. Norilsk expects that their 

combined output from Finland and Russia will increase 19% by 2025 (Norilsk, 2012). 

Other than the production increase from Norilsk, very little additional supply will originate from 

Russia in the forecast period. There are no major projects in development stages, and Norilsk, which 

hold a next to monopolistic hold on the Russian market for nickel, only conduct exploration in effort 

to improve current mines, not find to find new projects (Norilsk, 2012). 

3.3.4.2 New Caledonia 

Just like in Indonesia and the Philippines, much of the nickel from New Caledonia is sold as raw ore 

and exported to refineries in other countries, primarily exporting to Japan. This pattern is expected to 

change, as two of the largest nickel projects currently in development are in New Caledonia.  The 

nickel mining industry is vital to the New Caledonian economy, with nickel accounting for 90% of 

export income in 2011 (NZTE
8
, 2011). Nickel production in New Caledonia is dominated by French 

mining corporation Eramet. In 2011, Eramet produced 54.4 kt of primary nickel. The strategic plan of 

Eramet is to expand production from New Caledonia by 20% in 2015 through improvements to 

production facilities (Eramet, 2012b). 

There are two major projects currently under development in New Caledonia which if brought to 

completion will significantly increase the amount of primary nickel on the market. The first is the 

Koniambo nickel project, currently under development by Xstrata. When operating at full capacity, the 

Koniambo refinery is expected to bring 60 kt of primary nickel to the market. Initial ramp-up started in 

late 2012, and is expected to reach full output in 2014 (Xstrata, 2012).  

The second project is the Vale New Caledonia (VNC) nickel project, a joint venture between Vale 

Canada Limited, Mitsui and SMM, and was originally known as the Goro project. Originally projected 

to be in full production by 2013, the project has been very troubled with Capex increasing 

significantly and many interruptions throughout the start-up phases. Initial commission and ramp-up 

began in 2012, but was shutdown in Q3-2012 due to issues with equipment. Production was restarted 

in September 2012 and is expected to continue ramp-up throughout 2013 (Vale, 2012c). If brought to 

full operational capacity, the VNC project will produce 58 kt per annum of primary nickel. 

                                                      

 

8
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3.3.5 Oceania 

Almost all of the nickel stemming from the Oceania region originates from Australia, which is the 

fifth largest producer of nickel, producing 10% of the global supply in 2011. Australia is also the 

country with the largest amount of undeveloped nickel reserves. Most nickel mining in Australia is 

done in the Western parts of Australia. Major producers are Xstrata, BHP Billiton and Norilsk. 

As can be seen in figure 3.6, production of nickel in Australia has slowly declined throughout the past 

seven years. The Australian economy has grown which has pushed the Opex of operating mines in 

Australia upwards. Furthermore, the strengthening of the Australian dollar towards the US dollar has 

led to declining profit margins of nickel produced in Australia (BHP Billiton, 2012). As a result, many 

operations in the country has decreased their output, or even shut down their operations completely, 

e.g. Xstrata shutting down their Cosmos mine in Western Australia in September 2012 (Tanquinitic-

Misa, 2012). It is expected that this troublesome economic environment will lead to decreased 

investment in nickel projects for the foreseeable future. More than half of the currently operating 

mines in Australia have costs which are higher than global average putting Australian nickel at a 

severe cost disadvantage (MCA, 2012). 

BHP Billiton operates several mines under their Nickel West Operation. In 2011, Nickel West 

Operation produced 109 kt of primary nickel (BHP Billiton, 2012b). As a diversified mining 

corporation, BHP Billiton has the ability to focus on the business activities which are currently most 

profitable, and this is evident in their current plans. Capital and exploration expenditure towards nickel 

is currently very low in comparison to other operations and mainly focused on maintaining current 

levels of production (BHP Billiton, 2012b). Other than BHP Billiton, the only other major producer of 

primary nickel in Australia is the Murrin Murrin nickel project. It has a capacity of 40 kt per year, but 

is facing similar problems as BHP Billiton in regards to increasing Opex and thus Capex is currently 

used to maintain current operational levels (Glencore, 2012). 

Other than BHP Billiton, the two largest operators in Australia are Xstrata and Norilsk. Neither 

Xstrata nor Norilsk refines nickel in Australia, but instead ships nickel matte to their refineries in 

Norway and Finland respectively and is reported as primary nickel from the respective refineries 

(Xstrata, 2012; Norilsk, 2012). 

As seen in appendix 3.1, there are currently three major projects under development in Australia. 

However, only one, the Honeymoon Well Nickel Project by Norilsk has a projected date of operation. 

The lack of development of new projects in Australia, despite rich ore bodies, is a response to adverse 

economic conditions for Australian miners. Unless the conditions improve, or nickel prices increases 

substantially, development of new projects in Australia is going to remain low. 
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3.4 Supply/demand balance and price development 

With the projected supply and demand as background, this section looks at how the supply and 

demand curves are expected to shift. From the discussion of the supply and demand curve, the price 

development of nickel will be illustrated. Using production reports from 2011 as the base year, due to 

full global supply information for 2012 not yet being available, this supply and demand analysis takes 

95% of the global base case supply of nickel into consideration. Furthermore, of the 700 kt of added 

global supply KPMG (2012) projects, this report has examined projects which if brought to 

completion would add 668.1 kt of added primary nickel by 2020. 

The most difficult part of projecting the supply/demand balance is the supply side. Demand generally 

follows patterns in the economy which is easier (if still not exact) to predict, while supply is more 

erratic. When forecasting the future supply, annual reports, company presentations and other materials 

that discuss individual mines have been taken into account to form an estimate of what the future 

supply will look like until 2020. 

Appendix 3.2 to 3.6 shows the individual supply forecast for each continent and appendix 3.7 shows 

the total global supply forecast.  

As figure 3.7 shows, if all projects with a 

start-up date are brought to completion, the 

market will be in a state of severe 

oversupply for the next 5-6 years, with 

supply and demand beginning to balance out 

in 2019. This scenario is however very 

unlikely and markets are expected to stay 

more balanced due to two aspects. 

First of all, the potential supply assumes that 

all projects are completed on time, which is 

highly unlikely. Unforeseen delays are quite 

common, and even after projects are commissioned to start-up, many projects experience severe lag in 

ramp-up of production before they reach full capacity. As such, while all of the projects are expected 

to sooner or later begin producing, the expected supply curve is going to be much smoother, as 

represented in the expected supply curve in figure 3.7, where delays and issues have been taken into 

account. Regardless, with the abundance of new project in development, the market will experience 

some oversupply for the next few years. 

Figure 3.7: Expected supply, potential supply and expected 

demand of primary nickel (Source: Own creation) 
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The second reason why the market will be relatively balanced going forward is due to NPI. At the 

current average Opex, breakeven prices of NPI lay somewhere between US$ 17,000 and 20,000 per 

ton which is relatively similar to current LME market price. Going forward, NPI will effectively 

become the price floor of nickel, as it will regulate the supply and demand balance. Because of the 

lower costs related to starting and stopping NPI smelters, in times of high demand and increasing 

LME prices, NPI producers will increase production of NPI, which will make stainless steel producers 

switch from primary nickel to NPI, effectively pushing down LME prices. By contrast, when LME 

prices sink below breakeven price for NPI, producers of stainless steel will switch to the now cheaper 

non-NPI, resulting in NPI producers limiting output and thus balancing supply and demand. 

This is why the export ban on nickel laterite ore, along with the Chinese 12
th
 five year plan is so 

significant for non-NPI producers of nickel. Over the next few years, the average Opex of NPI 

producers are expected to increase forcing the breakeven price of NPI producers upwards. As NPI will 

act as the price floor, by effect the average price of LME nickel will increase during the next few years 

despite there being a potential oversupply, as the current price floor will increase and push average 

prices upwards. 

The growth in demand will in the short-run be driven by China’s reforming stainless steel industry and 

a growing manufacturing industry. In the medium-and long run, significant investments into India’s 

infrastructure will lead to a rapidly growing consumption of stainless steel in India, which will push 

demand upwards from around 2017. The full supply/demand balance and price development can be 

seen in table 3.3. 

 

Table 3.3 Source: Own creation 

Beyond forecasting the price of nickel, the supply/demand analysis also establishes the need for the 

Mindoro project. While the potential supply over the next six to eight years is significant, the potential 

growth of nickel supply is limited beyond 2020. There are very few new projects with projected start-

2011 2012f 2013f 2014f 2015f 2016f 2017f 2018f 2019f 2020f

1640 1713,4 1841 2040 2186 2295 2375 2449 2473 2504

1640 1707 1816 1976 2091 2175 2300 2365 2386 2432

n/a 4,09% 6,41% 8,77% 5,82% 4,01% 5,75% 2,86% 0,88% 1,92%

1651 1701 1769 1839 1922 2009 2119 2236 2359 2500

n/a 3,00% 4,00% 4,00% 4,50% 4,50% 5,50% 5,50% 5,50% 6,00%

-11 7 48 136 169 166 181 130 28 -68

22920 18000 19000 20000 20000 20000 20500 21000 21000 22000

10,40 8,16 8,62 9,07 9,07 9,07 9,30 9,53 9,53 9,98

n/a -21,47% 5,56% 5,26% 0,00% 0,00% 2,50% 2,44% 0,00% 4,76%Change y-o-y %

Change y-o-y %

Nickel market surplus/deficit (kt)

Nickel price

US$/t

US$/lb

Total demand (ktpa)

World nickel supply/demand balance and price development

Year

Expected nickel supply (kt)

Change y-o-y %

Demand

Potential nickel supply (kt)

Expected supply
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up date beyond 2016, and even if one assumes several corporations have committed exploration 

towards nickel, because of the long time it takes for a mine to become operational, projects like 

Mindoro will need to be completed in order to lessen the supply deficit which will start to grow by 

2020. 

For comparison, in appendix 3.9 a number of analysts forecast of nickel prices is listed. The prices 

which they have are roughly similar to the conclusion regarding nickel prices made in this thesis.  

This price forecast has not taken price shocks into consideration. Price shocks are the rapid and rather 

unexpected significant increase or decrease in prices that can happen due to a multitude of factors in 

the micro- and macro environment. While price shocks must be taken into consideration when 

forecasting in the short-run, due to the long-run perspective, it becomes less important to account for 

spikes in prices. Historically, metal prices have displayed tendency to revert to the mean. As such, any 

spikes in prices are likely to be flattened out and the growth will return to the long-run growth average 

(Besseminder, Coughenour, Seguin & Smoller, 1995). 
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4 Strategic analysis 

Chapter IV contains the strategic analysis. The chapter consists of four primary subsections. Section 

one contains the PESTLE-analysis which analyze the macro-environment of the Mindoro project.  

Section two focuses on the micro-environment and how the project will be competitive in relation to 

the rest of the industry. Section three examine Intex itself and how they will remain competitive going 

forward. Section four summarizes the chapter through a SWOT-analysis. 

4.1 PESTLE-analysis 

Sub-chapter 4.1 identifies the macro-factors which will heavily influence the Mindoro project through 

a PESTLE-analysis. The PESTLE framework analyses the political, economic, socio-cultural, 

technological, legal and environmental factors which will influence the Mindoro project. 

4.1.1 Political 

This section seeks to identify the political aspects of the macro-environment which impacts the 

Mindoro project. Historically a corrupt country, the Philippines is currently in a transitory state from a 

political perspective, as the current government under President Benigno Aquino III has made it a goal 

to increase transparency in both the political and the corporate sphere. 

Mining is a hotly debated topic in the Philippines. For several years, the national government has been 

heavily in favor of mining, stating a desire to use the vast amount of natural resources on the 

Philippines as means of boosting the struggling economy of the country (Rovillos & Tauli-Corpuz, 

2012). However, the Philippine is a politically decentralized country with very strong local 

government units (LGU) spread out in the various regions. In contrast to the national government, 

many LGU’s have shown a strong opposition to mining and in many communities’ candidates who 

oppose mining has been given support particularly due to their anti-mining agenda. 14 of the 85 

provinces in the Philippines have passed moratoriums which prevents mining in the regions (Palatino, 

2012). Since Philippine law states mining project must receive support from LGU’s which govern 

areas affected by mining ventures, many mining companies have been forced to postpone or even 

discontinue projects in the Philippines due to failure in gaining support from LGU’s (Holden & 

Jacobson, 2006). 

Corruption has for many years been a major concern for businesses, and has been cited as a primary 

source of hesitance for foreign investors. In 2010, the Philippines was ranked 134
th
 out of 178 

qualifying countries on the Transparency International’s Corruption Perception Index. The current 
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government has made it a priority to improve the business environment through elimination of 

corruption, but new policies to combat the issue has yet to see a significant impact (GMID, 2012).  

The government has struggled with rebel groups, primarily from Islamic and separatist background, in 

the south of the Philippines. Most of the civil unrest in the country can be traced back to government 

corruption, which has led to poverty and social injustices (GMID, 2012). Foreign direct investment is 

believed to have been hampered in part due to the fear caused by these groups, as raids on foreign 

companies have not been uncommon. There is however signs that the issue is getting better, as there 

have been negotiations between rebel groups and government in attempts to stop violence (Whaley, 

2012). Furthermore, most of the violence has been limited to the island of Mindanao, and problems 

with rebels have been very limited on Mindoro. 

In later years, the national government has implemented policies with the intention of increasing the 

amount of FDI into the country. Foreign investors receive benefits for investing in the Philippines, e.g. 

tax-reliefs, guaranteed 100% repatriation of profits to country of choice and other perks
9
 (Traywick, 

2012; Rovillos & Tauli-Corpuz, 2012). FDI in the mining sector remains low due to stringent laws and 

regulations which create much uncertainty regarding ownership rights for foreign investors in the 

Philippines. However, in recent years, Chinese companies have had an increasingly easy time 

operating in the Philippines. The reason is due to China having become one of the major trading 

partners with the Philippines (Sutherland, 2012). Furthermore, President Aquino initiated extensive 

reforms to the mining framework. These reforms are discussed more in depth in section 4.1.3.   

Indonesia has recently announced plans to retain value adding steps of the nickel refining process in 

Indonesia through ban on raw nickel-laterite ore exports. The ban will happen successively, starting 

with the introduction of a 20% sales tax on all nickel ore exported in 2012. By 2013, this tax will 

increase to 50% and by 2014 Indonesia plans to completely ban all exports of raw nickel ore (Liu, 

2012). As Indonesia is currently the largest exporter of nickel ore to Chinese NPI producers, a 

complete ban of export from Indonesia has potential to increase the price of nickel (Mills, 2012). 

 

 

                                                      

 

9
 Tax incentives and repatriation of profits is not exclusive to the mining industry. 
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4.1.2 Legal 

The legal framework for mining has been under revision throughout 2012 which has caused a great 

deal of uncertainty for the Mindoro project. However, the situation is expected to become more stable 

and allow for easier operation going forward. The primary governing framework for the mining 

industry in the Philippines is the Philippine Mining Act of 1995
10

. 

Mining ventures in the Philippines can operate under two types of ownership forms; Mineral 

Production Sharing Agreements (MPSA), and Financial and Technical Assistance Agreements 

(FTAA). Under the MPSA fiscal regime, the contractor who owns exploration rights has exlusive 

access to the area which the MPSA covers. Under the FTAA agreement, the state technically owns the 

area and the company only act as a contractor to the state (Collas-Monsod, 2011). Furthermore, the 

president of the Philippines has the authority to declare an area as a mineral reservation. An area 

labeled as mineral reservation protects mining ventures from conflicts surrounding the area, with the 

added caveat that the government is entitled to a 5% royalty from gross profits and a 2% excise tax 

(Sunley, Caner, Krever & Luca, 2012). 

Under the Philippine constitution, foreign participation in economic activities is usually limited to 

40%. However, in some cases foreign investors may be allowed to own 100% of a business entity in 

the Philippines. In the mining sector, 100% ownership is limited to mining ventures which are entered 

under the FTAA (Sunley et al, 2012). The exploration rights which Intex currently holds through its 

foreign subsidiaries are under the MPSA fiscal regime, which is why they are only allowed to own 

40% of the subsidiaries. With the current direction of Intex being to sell 90% of its stake in the 

Mindoro rights, rules regarding FDI should not pose a problem since the 10% free carried interest they 

will hold is well under the limit for FDI-ownership in the Philippines. 

While it is clear that from a political perspective that the national government support mining, much of 

the power over mining is in the hands of local governments and indigenous people, with the legal 

framework designed to be beneficial to local stakeholders. For example, the mining act of 1995 states 

that indigenous people who sign a Memorandum of Understanding (MOU) to allow mining on their 

lands have the right to royalties of profits from mining operations performed in their area, which is 

meant to incentivize local governments to approve of mining projects (Shankleman & Tamondong, 

2011). According these rules, 2% of the EBIT will be paid as royalty to local stakeholders. 

                                                      

 

10
 Legal code: Republic Act No. 7942. 
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The problem with the current legal framework is how poorly it is enforced. As described in section 

4.1.1, the Philippines are a country that suffers from high levels of corruption, both in the corporate 

sphere as well as on the political scene. While the legal framework clearly defines profit sharing and 

rules regarding royalties to stakeholders affected by mining venture and to the government, because of 

corruption, these rules are often poorly enforced. This has resulted in a highly lucrative mining 

industry which is incapable of providing a significant boost to the economy and fails to compensate 

external stakeholders affected by mining ventures, which in many cases have turned local 

governments against mining corporations (Monsod, 2012). 

As response to the concerns regarding the lack of transparency in the mining sector in the Philippines, 

Executive Order no. 79 (EO79) was implemented in July, 2012. EO79 was implemented in part to 

improve the rules regarding enforcement of extracting royalties to stakeholders on the Philippines 

from mining companies, and in general make mining corporations take more responsibility for their 

impact on the local environment (Executive Order no. 79, 2012). 

Furthermore, EO79 also came with a number of benefits for mining companies. It limited the amount 

power local government have in opposing mining companies by declaring that they are not allowed to 

draft their own local laws that contradict what the national government has dictated (Palatino, 2012). It 

also states that mining projects which intends to keep value added processes in the Philippines is 

prioritized and as such should increase the likelihood of Intex receiving the permits necessary since the 

Mindoro project would become one of the first nickel projects in the Philippines which include 

refinement of nickel in the country (Executive Order no. 79, 2012). 

4.1.3 Economic 

Like any commodity, nickel is heavily influenced by the global economic conditions. To determine the 

potential future value of the Mindoro nickel project, it is important to know which countries has the 

highest demand and what the economic outlook for these countries is. The economic outlook also 

heavily impacts the availability of funding to projects.  

4.1.3.1 Global economy 

The global economy plays a significant role for mining projects due to two reasons. First of all, base 

metals follow economic development, and as such prices are greater when the economy is strong 

increasing revenue from metal production. Secondly, as a junior mining company, Intex relies heavily 

upon foreign investors for funding. When the economy is bad, finding the necessary capital is very 

difficult. 
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The production and consumption of stainless steel, and by extension nickel, has been heavily tied to 

the industrialization of countries. As such, Japan and the U.S. have over the last few decades been the 

primary producer and consumer of stainless steel and by extension the primary driver of nickel prices. 

However, with the emergence of developing Asia, especially China, the growth rate of the Asian 

economy has increasingly been a primary driver of growth in nickel consumption (Lo, Shek & Lai, 

2009). 

Just like with most of the world, Asia was hit by the recession in 2009. While much of Asia continued 

to grow throughout the economic crisis, the pace was severely weakened in not just the Philippines, 

but in all of the ASEAN countries
11

. Since the recession, most of emerging Asia has picked up pace 

and has shown positive growth. What is somewhat troubling is the slowing growth of the Chinese 

economy. Because China is such a large consumer of stainless steel, the decline in Chinese growth has 

had an impact on the demand of stainless steel (Burns, 2012c). 

In general, several global economic events have caused a significant increase in the volatility of 

commodity markets. The Eurozone debt crisis has caused decreased demand in the Eurozone for 

commodities in general, while slowdown of the US and Chinese economies have led to decreasing 

demand of base metals12 for the US and Chinese manufacturing industry (GMID, 2012b).  

Besides how the slowdown in 

economic growth has affected 

commodity markets, the 

slowdown in economic growth 

has caused issues for mining 

companies which attempt to 

fund new projects. Due to 

tightening credit conditions in 

key-economies, many mining 

projects has for the past few years been postponed due to trouble obtaining the necessary capital. At a 

total Capex of US$ 2.455 billion dollars, funding for the Mindoro project has been one of the key 

concerns for Intex. Indeed, the financial recession and its implication on finding financing for the 

                                                      

 

11
 ASEAN stands for Association of Southeast Asian Nations 

12
 Industrial non-ferrous metals (non-precious) such as iron, zinc, copper and nickel. 

Year 2009 2010 2011 2012f 2013f - 2017f

U.S. (3.1) 2.4 1.8 2.2 2.1 - 3.3

Euro area (4.4) 2.0 1.4 (0.4) 0.2 - 1.7

Philippines 0.9 7.3 3.9 4.8 4.8 - 5.0

China 8.7 10.3 9.2 7.8 8.2 - 8.5

India 5.9 10.1 6.8 4.9 6.0 - 6.9

ASEAN-5* 1.7 6.9 4.5 5.4 5.4 - 5.9

GDP (Annual percentage change)

* Indonesia, Thailand, Malaysia, Philippines & Vietnam

Table 4.1 Source: IMF, 2012 
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project is part of the reason as for why Intex came up with a new project plan to build the project in 

stages. 

The consortium which has offered to purchase the project includes several Chinese financial 

institutions and holding companies. The consortium leader, China Tengfei Group, as well as MCC8, 

holds an AAA+ credit rating with Chinese creditors. Furthermore, both companies hold Qualification 

Certificates of Overseas Project Contracting, which will allow them to seek loans through Chinese 

creditors for projects outside of China which would ease the process of obtaining the necessary debt 

financing for the project (MCC8, 2012). Due to the primary financing partners in the deal being 

Chinese, the continued economic growth of China will be very important for Intex to able to find the 

capital necessary. 

4.1.3.2 The Philippines 

For much of its sovereign existence, the Philippines have been considered a very poor country with 

wide-ranging debt to foreign nations. In 2003, it was reported that 42% of all tax revenue where spent 

on debt service repayment (Holden & Jacobson, 2006). During the Asian crisis of the 1990s, the 

Philippines and Indonesia received substantial bailouts from the IMF (Kumar & Harrison, 2012). 

However, since then, the Philippines has come a long way in establishing a stronger economy, as 

evidenced by the billion dollars Philippines (along with Indonesia) pledged to repay the IMF in 2012. 

Furthermore, the credit rating of the Philippines was increased in 2011, further pointing towards 

improving economic conditions (Kumar & Harrison, 2012). 

Because of the vast amount of mineral resources in the Philippines, mining has always been highly 

prevalent. By the 1980s, mining operations, especially American, stood for almost 20% of all export 

revenue. By the 1990s however, the Philippine government began to realize that they had failed to 

utilize mining as a facilitator of economic growth (Holden & Jacobson, 2006). Despite its rich mineral 

resources with an approximated value of more than US$ 840 billion, mining only constitutes 2% of the 

country’s GDP (Traywick, 2012). Executive Order no. 79, described in section 4.1.2 was in part 

implemented to alleviate this issue and increase mining’s contribution to the economic growth of the 

Philippines, but has yet to give effect due to its recent implementation. 

According to the Chamber of Mines, large-scale mining in the Philippines will generate more than 

US$ 1,000, 000,000 in taxes and 1,200,000 new jobs and is thus seen as an important step towards 

further economic growth (Rovillos & Tauli-Corpuz, 2012). It is expected that the Mindoro project will 

create roughly 2,000 jobs. 



M.Sc. FSM, Copenhagen Business School  February 2013 

Master Thesis   

Business Valuation of Intex Resources ASA  Johannes Brun Johansson 

 

 Page 49 
  

4.1.4 Socio-cultural 

The socio-cultural aspects have two primary effects on the Mindoro project. First of all, it determines 

the availability of labor force on Mindoro. Secondly, much of the opposition to mining comes from 

various socio-cultural groups and as such presents a potential hindrance. Alleviating these issues is a 

key-conern for Intex. One of the certificates necessary to perform mining in the Philippines is a 

Declaration of Mine Project Feasibility (DMPF). Obtaining the DMPF requires local stakeholders to 

sign a MoU with Intex which has yet to happen. 

Many local inhabitants of Mindoro strongly oppose any form of mining ventures on the island since 

they believe it would infringe on their land, which in many cases is considered holy (Shankleman & 

Tamondong, 2011). Furthermore, many local inhabitants fear that mining projects will cause people to 

lose their homes and get displaced (Palatino, 2012). Intex is attempting to alleviate these issues 

through focusing on improvements to external stakeholder communication as a core-strategic goal 

(Intex Resources ASA, 2012a).  

The biggest concern indigenous people have besides environmental damage caused by mining, has as 

much to do with the government as it has to do with the industry itself. With many people in the 

Philippines living in poverty, general consensus is that the corruption and lack of transparency in 

mining companies have caused social injustice. While companies earn large profits from mining and at 

the same time take away land that indigenous people use for other forms of business, such as 

agriculture and tourism, many people feel they are not getting their fair share, causing disdain towards 

mining amongst local social groups (Monsod, 2012). The current government has taken steps towards 

improving the situation through the implementation of EO79 as well as encouraging mining 

companies to focus on hiring local people and fund projects that support IP groups (Sutherland, 2012). 

Relative to other ASEAN countries such as Malaysia 

and Thailand, unemployment in the Philippines is 

high and expected to remain high for the foreseeable 

future. Former president Gloria Arroyo failed to 

deliver on her promise to create 1.5 million new jobs, and as a result poverty remains a substantial 

issue in the Philippines despite its improving economy. Part of the issue with employment in the 

Philippines is a lack of skilled workers in the domestic workforce. As a result of the lack of jobs, the 

Philippine government have increasingly encouraged people to move abroad and obtain jobs in other 

countries and send money back (Sutherland, 2012).  

One of the ways Intex has attempted to gain support for the Mindoro project is through employment of 

local indigenous people on the Philippines. It is a stated goal that once the project is completed, most 

Table 4.2 Source: IMF, 2012 

Year 2010 2011 2012f 2013f

Philippines 7.2 7.0 7.0 7.0

Unemployment percentage
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of the workforce necessary to operate the project will be hired locally (Petersen et al., 2010). 

Furthermore, several social projects have been launched by Intex in an attempt to improve the standard 

of living for local groups, such as providing medical care and other benefits for IP’s. It is clear though, 

that overcoming the local opposition is going to be a tough task going forward. 

4.1.5 Technological 

The technological aspects determine how expensive and difficult mining is. Mining is an extractive 

industry that does not have an infinite amount of raw materials. As such, the mining industry is in a 

race between technology & research, and depletion. As we run out of a specific material, companies 

start finding ways of extracting usable products from more exotic materials and lesser-grade ores, 

which require new technology. Also, in the mining industry, infrastructure is important. Many projects 

are located in areas where infrastructure is poor, and as such may increase costs of constructing a 

project. 

The method of extracting nickel from the limonite and saprolite ore which will be used in the Mindoro 

project is the HPAL process. The current advancement of HPAL technology is in its second 

generation. HPAL technology has been very unpopular due to its high cost caused by high energy 

consumption and need for sulphuric acid. Furthermore, HPAL projects have had a high failure rate, 

and very few nickel-laterite projects have been successful, with Murrin Murrin in Australia, Ramu 

project in Papa New Guinea as well as most of Jinchuan’s operations being the exceptions (Whiteway, 

2011). Many HPAL leaching projects have met significant issues, with VNC (formerly Goro), one of 

the larger nickel projects in the world, experiencing significant delays. Due to the troublesome nature 

of nickel-laterite HPAL projects, the partnership with MCC8 would significantly reduce the risk of the 

project. MCC8 has for many years been the strategic partner with Jinchuan, the global 3
rd

 largest 

producer of nickel, which operates nickel-laterite mines. Furthermore, the parent company of MCC8, 

MCC, is the current operator of the Ramu HPAL project, one of the few successful HPAL operations 

in the world, and as such brings considerable experience in building and operating the type of project 

which Intex has proposed be used on Mindoro (Swanepoel, 2012). 

The common denominator between the few successful HPAL projects is their size. The more 

successful HPAL projects have generally been those with a capacity of less than 30 kt per annum, 

while the larger projects have faced problems. This, along with reduced initial Capex, is stated as the 

reason for why Intex altered the development plan from full-scale operation development to a staged 

plan. With the staged process, the Mindoro project loses some of its operational risk associated with 

the larger projects. The tradeoff is that the project loses its main selling point; one of the main 

strengths of the project is its considerable cost efficiency. As appendix 3.1 show, at full operational 

capacity, the Mindoro project is much less costly per lb of nickel than other projects currently in 
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development. While the staged process is less risky, it also significantly decreases the marginal profit 

due to the much higher Opex for the first few years of operation. 

Besides startup problems due to the HPAL technology, the biggest hurdle in regard to technological 

aspects is the complete lack of infrastructure at the project site. All infrastructure requirements for a 

project of this magnitude must be built from scratch (Petersen et al., 2010). The project design itself 

makes this issue somewhat easier to handle, since the close proximity to ports will ensure easier 

transportation, and the built in power plant will lower the necessity of importing power. As the 

primary engineering partner of Jinchuan, MCC8 bring the expertise necessary to handle infrastructure 

problems. 

4.1.6 Environmental 

Environmental issues are increasingly becoming a greater issue for mining companies. Since large 

scale mining project like the Mindoro project will affect a large area, stakeholders must weigh the 

economic benefits mining may give towards the effect it will have on natural resources such as water, 

soil for agriculture and forests. One of the aspects of the project which makes it highly attractive is the 

environmentally friendly design. According to preliminary plans, the project will have a carbon 

neutral footprint and thus be much less harmful to the environment than other similarly sized projects. 

Furthermore, Intex has a clearly defined plan for how to re-forest the areas where mining has taken 

place (Petersen et al., 2010. 

Because much of the Philippine economy is driven by agriculture, forestry and tourism, environmental 

issues is a primary concern for the country. The Philippines is one of the largest promoters of reducing 

greenhouse emissions since increased damage to the environment could heavily impact its economy 

(GMID, 2012b). For the past few years, CO2 emissions have steadily increased throughout the 

Philippines. As a response, the government introduced the Philippines Climate Change Act in 2009, as 

well as issued the creation of the Climate Change Commission. The Climate Change Commission has 

as its job to improve policy controlling environmental issues (GMID, 2012). 

After a number of highly publicized environmental disasters in relation to major mining operations 

caused public outcry throughout the 1990s, mining corporations have ever since started viewing 

Corporate Social Responsibility (CSR) practices as integral strategic goal (Dashwood, 2012). Indeed, 

in the latest annual report, Intex argues that a primary concern going forward must be to improve its 

community outreach programs in order to inform indigenous people about the project. Unless this 

aspect of their corporate communication improves, the socio-cultural aspects could become a future 

hindrance to the project. Interestingly enough, while the project is much less harmful to the 

environment, Intex has yet to receive new issuance of the ECC which was revoked in 2009. 
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4.1.7 Summary PESTLE-analysis 

There are several issues which must be taken into consideration in relation to the Mindoro project. 

While the political scene under President Aquino is steadily improving, the future is rather uncertain in 

regards to the political and legal scene in the Philippines and Mindoro. The introduction of EO79 

cleared the situation to an extent, by making the legal framework easier to navigate, but because the 

Mindoro project still lacks the ECC and DMPF necessary to commence construction of the mine, there 

are still hurdles in the macro-environment which must be passed.  

The major issues for the Mindoro project are linked to environmental concerns and socio-cultural 

opposition. With the strong opposition from LGU’s and IP’s, improving communication with external 

stakeholders will be vital for the future success of the project. While the CSR projects Intex has 

initiated is a start, one of the key priorities going forward must be to gain local support, since signing 

of the MoU from LGU’s is a necessity for obtaining the DMPF.  

Outside of the Philippines, the continued economic recovery is going to be important for the success 

of the project. While the nickel market is improving, long-term commodity prices are susceptible to 

downturns in the economic recovery. Furthermore, since a plan for how to fund the project has yet to 

be finalized, if the global economic growth turns negative, Intex may have trouble finding suitable 

partners which are willing to fund the project, and as such the continued recovery of the global 

economy is a vital aspect of the success of the Mindoro project.  
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4.2 Porter’s Five Forces 

The industry specific conditions determine how well the project is able to compete in comparison to 

the rest of the industry. To analyze the micro-environment, Porter’s five forces framework is applied. 

Porter’s framework looks at the fives competitive forces that shape an industry. These are bargaining 

power of suppliers, bargaining power of customers, threat of new entrants, threat of substitute products 

and competitive rivalry within an industry. The stronger individual forces are the smaller are the 

margins for earning profits (Porter, 1979). 

4.2.1 Threat of new entrants 

The threat of new entrants refers to the likelihood of new companies entering a specific market. A new 

entrant into the industry will attempt to take market shares from existing companies, and the most 

common method of doing so is by aggressively push prices downward (Porter, 1979). 

The mining industry is a heavily regulated industry in regards to concession rights, environmental 

certificates and other legal documents necessary to operate a mining venture. Thus, from a purely legal 

standpoint, entering any new market, even for already established mining corporations, is a process 

which difficult and takes much time from a purely administrative perspective. Bringing a project from 

early exploration to commissioning of startup may take as long as eight to ten years. 

The biggest barrier of entry in the mining industry is cost. New mining ventures require immense 

capital resources. This barrier of entry is expected to increase and make it more difficult for new 

mining ventures in the future. As mineral resources are being extracted and depleted, companies will 

continuously start considering lower-grade mineral resources which was previously deemed 

economically bad as viable development targets. Lower-grade minerals mean a relative larger scale of 

required mining and processing operations to be viable, thus increasing Capex (Mills, 2012).  

The operating expenditures, i.e. the day to day cost of maintaining a mining operation such as wages 

and fuel for machinery, is increasing. Many mining projects are located in developing nations, and as 

such labor costs and other expenditures are increasing with the growing economy (Mills, 2012). 

Making the costs even more difficult to bear is the extensive time it takes to turn mining ventures 

operational. Many potential mining ventures have been abandoned due to the high volatility of 

commodities. All of these aspects in conjunction with price inflation caused average Capex to almost 

double in the years preceding the financial crisis in 2009, and it is expected to grow (Eramet, 2012). 

Nickel mining has historically been found to be more difficult and expensive than mining aimed at 

other types of minerals. Most nickel deposits, sulfide or laterite, has generally been found in 

uninhabited and hard to reach areas. As such, opening a new nickel mine has generally come with 
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extra costs related to improving infrastructure, such as roads, housing and electricity to support the 

operation (Mizzi, Maurice & Anders, 1987). 

4.2.2 Threat of substitute products 

The threat of substitute products refers to the potential of customers using alternative products as 

replacement for nickel. Three major factors affect the threat of substitute product; cost effectiveness of 

substitute product, switching cost and buyer’s propensity to substitute (Porter, 1979). 

Historically, the threat of substitute products was extremely low for nickel, which allowed nickel 

producer to essentially set prices (Mizzi et al, 1987). However, as research improved, alternative 

products have been found which holds similar characteristics to nickel and thus the threat of substitute 

products is becoming an increasing concern. Still, there are few substitutes today for nickel, unless the 

end user is willing to either sacrifice quality or take on increased costs (Mills, 2012). 

The threat of substitute products for nickel is also highly industry dependent. For example, some 

producers of stainless steel have started experimenting with replacing high-grade nickel with chromite 

and in the production of batteries companies have started using lithium as a replacement for the older 

nickel-cadmium technology (USGS, 2011). However, most of these replacements are not as effective 

and should not pose much of an issue for nickel producers going forward. The only major concern for 

producers of primary nickel is NPI. 

The threat of substitute products is decreased for the Mindoro project in part because of the LME 

refinery. Lower grade nickel suffers from a smaller customer base, since a producer of products which 

require high-grade nickel as raw material is unable to use low-grade nickel products. By contrast, the 

LME-nickel briquettes the Mindoro project will produce once the LME refinery is completed produces 

nickel with 99.8% purity, ensuring that the customer base is high. Furthermore, it will allow the 

project to sell its products in the LME, which further broadens the customer base. 

4.2.2.1 Nickel pig iron 

NPI has severely impacted the price of higher grade primary nickel products. In contrast to most other 

forms of nickel which can be used for a large number of applications, NPI is a low grade ferronickel 

alloy which is used exclusively for the production of the 200-series of stainless steel. Introduced in 

2006 as an alternative to the at the time booming price of refined nickel, NPI production has grown 

from about 25 kt in 2006 to expected 273 kt in 2012 (Cartman, 2012). The reason for the high threat 

from NPI is the low switching cost; for producers of the 200-series, switching between NPI and 

primary nickel is very easy and cheap, thus allowing stainless steel producers to effectively use the 

cheaper material.   
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4.2.3 Bargaining power of suppliers 

Bargaining power of suppliers refers to the amount of leverage a firm’s suppliers have over the 

company (Porter, 1979). Examples of suppliers related to mining are labor, materials, energy and 

freight. 

Generally, size and degree of vertical integration determines how large the bargaining power of 

suppliers is. If companies have great degree of integration, bargaining power is generally quite low. 

However, for smaller ventures the bargaining power of suppliers is generally much greater. For nickel 

miners, energy constitutes a  proportionally larger part of Opex than extraction of any other base 

metal, with global average energy consumption per ton of nickel more than 5.8 times as high as 

copper, the next largest consumer of energy amongst base metals (Farrell, 2009). 

The Mindoro project faces low bargaining power of suppliers due in part to the project’s design. 

HPAL, the technology used to extract the nickel, requires large amounts of two primary inputs which 

has historically made HPAL operations very expensive; sulphuric acid and energy. Due to the project 

design, while there is still a need to import sulphur for the creation of sulphuric acid, bargaining power 

of suppliers is kept down as the project design allows for energy generation of its own (Petersen et al., 

2010). 

The Mindoro project will keep transportation costs down by building a conveyor belt which will 

transport ore and nickel between the various facilities as well as to the port. However, Intex will still 

be affected by freight costs from transporting refined nickel from the island of Mindoro. The marine 

freight industry in the Asia-Pacific region is a rapidly growing industry. Freight costs are expected to 

increase by a CAGR of 8% until 2015 (MarketLine, 2012). However, freight costs will still be kept 

down due to the proximity of the projects geographical location to China. 

4.2.4 Bargaining power of customers 

The bargaining power of customers is primarily determined by two factors: Price sensitivity and 

relative bargaining power (Porter, 1979). 

Historically, bargaining power of customers has been relatively low. Due to lacking substitute 

products, and because nickel has been integral to industrialization and urbanization, customers has had 

little influence on prices. In recent years however, the shift in power has changed. With the 

introduction of NPI in conjunction with the dominance of China as a consumer, customers bargaining 

power has increased as they have increasingly been able to switch to the cheaper NPI and thus depress 

nickel prices. 
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In the medium- and long-run the bargaining power is expected to shift back towards suppliers. With 

the expected increase in production cost of NPI along with environmental regulations in China, the 

supply- and demand growth of NPI is expected to go down. Furthermore, demand for nickel is 

expected to continue to increase with the continued economic growth of China as well as an expected 

significant increase in demand from India in the next few years. While there are a number of new 

projects in development to be commissioned between now and 2015, once these projects have started 

producing, there is a severe lack of possible project which will lead to a supply deficit and lower the 

bargaining power of buyers. 

4.2.5 Intensity of industry rivalry 

The intensity of rivalry in the industry determines how much competition exists amongst companies 

currently in the sector. It analysis how various companies in the industry compete for market shares 

and how likely it is that a competitor will take market shares away (Porter, 1979). 

Rivalry in the nickel market is quite intense, with high level of competition. Exit costs are very high, 

and shutting down production for an extended period of time requires large capital costs as well as 

long lead times in terms of restarting operations. As such, most companies continue operating at high 

levels even when the market is bad, thus putting increased pressure on prices. Furthermore, there are 

very few pure nickel miners, with most of the large scale nickel producers being highly diversified 

base metals producers, with large portfolios of commodities (Fedorinova, 2012). As such, most nickel 

producers are not as dependent on any one commodity for profits, which allows them to continue 

operation without financial issues even when nickel prices are low. As such, Intex will have a severe 

disadvantage towards large scale producers, since their income stream will largely rely on the market 

for nickel.´ 

4.2.6 Summary Porter’s five forces 

The mining industry in general, and nickel production particularly, has for the past few years been a 

rather unattractive industry. Increasing Capex throughout the industry along with the economic 

recession has made it extremely difficult for new entrants. With the increased volatility in prices, many 

of the large mining companies are attempting to diversify away from nickel. 

However, nickel is a commodity with few substitutes and market prices which are steadily improving. 

Appendix 4.1 shows a comparison between some of the larger nickel projects currently in 

development. It shows that the Mindoro proejcts properties, such as low Opex and high production 

volumes are highly competitive in comparison to other similar projects. Furthermore, proximity to the 

largest consumer, China, ensures demand for nickel from Mindoro will remain high and transportation 

costs low. This will be important to Intex going forward, since the attractiveness of the project will 
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allow them to find funding for the project, despite the perceived unattractiveness of the overall 

industry. The LME-refinery further seperates the project from large parts of the industry, since the 

high nickel content of the LME-briquettes will ensure a large customer base for the project. 

4.3 Internal level analysis 

The purpose of the preceding two sub-chapters dealt with the strategic position of the Mindoro project 

in relation to the macro- and microenvironment. This sub-chapter turns the spotlight onto Intex itself. 

Here, the strategic position of Intex is analyzed in order to determine how well they will be able to 

compete going forward. 

4.3.1 Riskiness of mineral exploration and development 

As a mineral exploration and development company, Intex competes by developing their assets into 

valuable investments for other companies. This type of business is inherently quite risky due to two 

reasons. Most major mining corporations have large scale mining exploration departments of their 

own. This means that for most major corporations, they rely on in-house expertise to find new projects 

to develop. Furthermore, very few mineral exploration targets are developed into mines. As such, 

mineral exploration companies often spend large sums of cash on projects which in the end will not 

lead to any revenue (Eggert, 2010). This emphasizes the necessity from Intex perspective of 

successfully generating revenue from the Mindoro project; as the mineral exploration and 

development industry is inherently risky, the few projects which are high value must be brought to 

completion at all costs since it is very difficult to determine how soon a company will be able to find 

another project which will eventually be completed. The upside is that while few projects are brought 

to completion, as an exploration and development company Intex does not take on significant financial 

risk. The exploration part of mining is the least costly portion, and as such, any project that fails is 

likely to not incur too much cost for Intex. 

4.3.2 Diversification 

Intex intended strategic position of obtaining a portfolio of projects very much resembles the overall 

strategic direction of the industry. Most mining companies are moving away from specializing in one 

type of mineral, and instead seeks to diversify their portfolio with a large assortment of commodities. 

For example, Norilsk nickel, which in 2011 was the largest producer of nickel globally, is focusing 

exploration towards other minerals than nickel (Norilsk, 2012). 

While the core-strategic goal is to in the long-term build a large portfolio of projects, because the 

Mindoro project is the only one which is relatively close to produce any form of revenue for Intex, 

until they begin moving towards realization of other projects, Intex will remain in a somewhat risky 
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situation due to the reliance on nickel. With the Hurdal Molybdenum deposit the most developed 

project besides Mindoro, it is unlikely that any of their other projects will be completed within the next 

five to eight years, and thus for the time being, Intex is very much exposed to the Mindoro project. 

4.3.3 Intex and Mindoro 

The Mindoro project has reached what in chapter II was defined as stage four of mineral exploration 

and development. As such, Intex has reached a barrier for what they can do themselves; with the 

exception of finding a partner which can fund the project, as well as continuing to develop a strategic 

plan for realization of the project, Intex can do very little at the moment. 

As discussed in the PESTLE analysis, one of the greater concerns for the Mindoro project going 

forward will be to obtain support for the project amongst LGU’s. While Intex has initiated a number of 

local projects aimed at improving conditions of the indigenous people of Mindoro, it is clear that in 

order to secure the cooperation of LGU’s, communication with local stakeholders must improve. It is 

possible the new government regulations will simplify this process as it removes some of the power 

from the LGU’s. However, the legal framework of the Philippine states that consent from local 

stakeholders must be obtained. Continued improvement in stakeholder communication must be a key 

priority for Intex going forward, since if Intex can obtain the MoU, once a partnership agreement has 

been signed, very few political issues are likely interfere with the continued development of Mindoro. 

Even more importantly, if negotiations with China Tengfei fall through, continuing communication 

with the local inhabitants of Mindoro becomes even more crucial. For the potential success of any 

future deal, successfully obtaining the support of LGU’s and IP’s will increase the value of the project 

to potential partners and investors, since by obtaining the MoU, one of the more significant risks  of 

the project disappears. 
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4.4 Chapter conclusion and SWOT-analysis 

Chapter IV analyzed the strategic position of the Mindoro project as well as the competitive advantage 

of Intex going forward. From a macro-perspective, the Mindoro project operates in an environment 

which contain much uncertainty, but which is becoming increasingly stable. From an industry 

perspective, the Mindoro project is highly competitive and is considered an attractive project, despite 

the perceived unattractiveness of the nickel industry. Finally, the internal analysis solidified the view 

that Intex is highly exposed to nickel, and as such the riskiness of investing in Intex from a strategic 

perspective is heavily tied to the riskiness of the Mindoro project. 

The key-points from the chapter are summarized in the SWOT analysis in table 4.3. The SWOT-

analysis summarizes the chapter through looking at the internal strengths and weaknesses of Intex and 

the external opportunities and threats of the environment they operate in. 

 

Table 4.3 Source: Own creation 

  

* Technology untested on major scale

* No revenue from production until  2015 at earliest

* Mindoro project highly capital intensive

* The Mindoro projects ensures likelihood of gaining 

political support in the Philippines

* Innovative technology - lower environmental risk and 

improved processing of l imonite/saprolite ore

* Few projects are brought to completion* Focus on exploration and development instead of 

operation lessens financial risk of company

* LME refinery

Strengths

* Experienced management team and board of directors

* New staged project plan increases chance of sale

S.W.O.T

* Missing necessary certificats (ECC and DMPF)

Weaknesses

* Only two projects currently in development

* No financing in place for Mindoro

Opportunities

* Strong local opposition of miners in the Philippines

* Highly competitive industry

* Increased volatitl iy of nickel

* NPI

Threats

* Reliance on Mindoro exposes Intex to volatil ity of 

nickel markets

* Improving political and economical conditions in the 

Philippines may make it easier to operate in the country

* Improving global economic conditions will  increase the 

probability of finding funding for the project

* High unemployment in the Philippines ensure there will  

be high labor supply

* Cooperation with Chinese companies makes it easiser 

to operate in the Philippines

* Sale of Mindoro stake highly reliant on global 

economic conditions

* Bright outlook for nickel markets
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5 Financial Analysis 

While Chapter IV focused on the strategic elements of Intex ability to compete, chapter V focuses on 

the financial side. In this chapter, the financial statements of Intex are analyzed to give an overview of 

past performance as well as the current financial health of the firm. 

As Intex is a junior mining company which has yet to realize any operational revenue, the financial 

analysis is important since it determines how effectively Intex handles its capital reserves. It also 

uncovers potential risks Intex have related to the balance sheet which an investor must take into 

consideration. 

5.1 Quality of Financial Statements 

The management of a company has many reasons for why it would want to manipulate and falsify the 

financial statements of the firm. Thus when analyzing a company’s financial status, it is important to 

ensure that the company has avoided performing fraudulent activities. The financial statements of 

Intex have been audited by PriceWaterhouseCoopers who assures that “[the] financial statements of 

the group present fairly…the financial position of the group Intex Resources ASA as at 31 December 

2011” (Intex Resources ASA, 2012a, pp. 71). Furthermore, they assure that the financial reporting 

give a fair view of the firm’s economic situation and are prepared in accordance with IFRS, 

Norwegian Accounting Act and other regulations stipulated by the Oslo Stock Exchange. With this 

background, it is assumed that all financial statements used as data in this analysis is valid and 

accurate. 

It must be noted that while the thesis cover the period 2007-2012, 2012 is based upon the 4
th
 quarter 

report, and not the audited annual report. As such some discrepancies may occur between certain items 

since the quarterly report is not as detailed as the annual report. It does however give an indication of 

the performance in 2012, and is useful for the calculation of burn rate. 

5.2 Reformulation of financial statements 

In performing financial analysis, it’s important to reformulate the financial statements. Reformulation 

of financial statements is performed in order to determine how costly core operation is, since it 

separates operational posts from financial. Any ratio calculated should be based upon the reformulated 

balance sheet and reformulated income statement, as it will show what actually drives value in the 

firm, and thus how it has performed financially based upon its core operations. The reformulated 

income statement is known as the ‘net operating profit after taxes’ (NOPAT), while the reformulated 
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balance sheet is known as ‘invested capital’ (Petersen & Plenborg, 2012). The calculated Invested 

Capital and NOPAT can be seen in Appendix 5.1 and 5.2 respectively.  

Certain items can be troublesome to classify and as such the analyst must use sound judgment in 

determining what the item should be classified as. The following items needs some explanation as for 

why it was classified the way it was. 

Cash and cash equivalents 

In the reformulated balance sheet, cash and cash equivalents are usually divided in two portions; 

operating cash and excess cash. Operational cash is reported as current asset while excess cash is 

reported as non-operational financial asset. Excess cash is most commonly used for repaying debt, 

dividend or other activates not related to core operations. Financial statements very rarely separate 

these two, and as such it is up to the analyst to determine how much of cash should be considered 

operating and how much is considered excess (Petersen & Plenborg, 2012). 

Intex has a dividend policy which stipulates that no dividend will be paid to investors until operational 

revenue is gained through either sale of assets or realization of projects. Furthermore, Intex has no 

long-term interest paying debt and as such is not liable to pay interest. Cash is the primary capital 

reserve which Intex use to fund its operation, and as such it is considered fair to consider all cash and 

cash equivalents as operational current assets. 

5.3 Financial performance 

Figure 5.1 show the NOPAT, 

comprehensive income and return on 

invested capital (ROIC). NOPAT is 

the profit/loss from core operations. 

Comprehensive income is the total 

profit/loss Intex made on not just 

core operations, but also on financial 

items. ROIC is the return the firm 

experienced from core operation in 

relation to how much capital it has 

invested. ROIC is obtained by 

dividing NOPAT with Invested capital. The ROIC indicates how much money a firm is able to 

generate for every dollar injected. In other words, if a company has a ROIC of 5%, they would be able 

to generate profits of 5 cent for every dollar invested.  

Figure 5.1 Financial performance of Intex (Source: Own creation) 
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Since Intex started operation, they have had operational losses each year. This is further illustrated in 

the highly negative ROIC. In 2011, Intex had a ROIC of -20%. A ROIC of -20% indicates that for 

every dollar Intex invests in core operation, a 20 cent loss is generated. Since return on equity (ROE) 

is the same as ROIC for companies which are 100% equity funded, ROE for 2011 was also -20%. The 

4
th
 Quarter report indicates that ROIC was -20% in 2012. 

Comprehensive income/loss was substantially lower in 2007 and 2008, while higher in 2009. The high 

financial income was realized from settlement with former group companies. These settlements had 

been paid in full by 2010, which is why going forward comprehensive income is likely to follow the 

NOPAT. 

The difference in comprehensive income and NOPAT also illustrates an issue going forward with 

Intex’s risk management. In 2008, Intex realized gains of US$ 5.415 million due to currency gains. By 

contrast, Intex lost US$ 2.22 million in 2009 due to curreny losses. Intex does not yet use any type of 

financial instrument to hedge for fluctuations in the exchange rate. With nickel being traded in US$, 

fluctuations in the exchange rate between US$ and NOK creates increased volatility for Intex since 

they risk loosing money due to extreme changes in the exchange rate. 

5.3.1 Liquidity analysis 

Liquidity is an important topic for any business. If a company lacks liquidity, they will be unable to 

pay bills and meet financial obligations. As such, firms must analyze both their short- and long-term 

liquidity risk. Short-term liquidity risk determines how well a company is able to meet its short-term 

obligations. Long-term liquidity risk (solvency risk) uncovers the firm’s long-term financial health and 

how well the company will be able to cover long-term obligations (Petersen & Plenborg, 2012). Intex 

does not have any long-term interest bearing debt, so at present performing long-term liquidity risk 

analysis is not warranted. 

Cash burn rate 

The cash burn rate is the most conservative of short-term liquidity ratios. It is especially useful for 

examining the liquidity risk of young companies in industries which firm’s may spend years operating 

under operational losses (Petersen & Plenborg, 2012). For investors, Intex cash burn rate is very 

important, since if the cash burn rate is too high, Intex may face a scenario where they are forced to 

raise new capital through additional issue of share or take on debt which could have great impact on 

the future profitability of Intex. The formula for cash burn rate is: 
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Table 5.1 summarizes how the cash-burn rate has developed. In its first two years of operation, Intex 

had substantial inflows from settlements from former group companies which ensured that liquidity 

was kept high. As of 2010, all such accounts have been settled and 2011 & 2012 is a good 

approximation of the cash-burn rate going forward. 

 

Table 5.1 Source: Own creation 

The cash burn-rate of Intex shows that the firm is for the time being relatively well funded. As of year-

end 2012, Intex had enough cash reserve and other liquid assets to fund operation for another 24 

months. Assuming EBIT remains at current levels, Intex would need an influx of capital by January 

2015. 

Such a cash position may aid Intex in negotiations with potential partners for the Mindoro project. 

Since they are not desperate for capital inflow at present, potential partners are not in position to put 

significant pressure on Intex due to financial reasons. 

5.4 Summary financial analysis 

Because of the lack of operational revenue, determining if Intex core operations is cost efficient is hard 

to do. In many ways, Intex financial situation resembles that of a biotech company; cash driven 

operation with potential upside, and as such determining whether or not Intex is financially healthy 

comes down to determining if the firm has enough liquidity to sustain operations until they can expect 

operational revenue. 

Because of the significant cash position in relation to the projected timeline on obtaining a deal, it is 

determined that Intex is a financially healthy company. Costs from core operations have been 

relatively stable. Furthermore, the higher operational loss is likely behind them in regards to the 

Mindoro project. The most expensive part of mineral exploration is in relation to creating the DFS, 

and since it was completed in 2010, the most expensive part of developing the Mindoro project which 

Intex can complete on its own, is behind them. As such, there is little financial risk in Intex for the 

time being. Intex has stated that they intend to remain free of long-term interest bearing debt, which 

further lowers the financial risk of Intex. 

2007 2008 2009 2010 2011 2012

1 537 2 335 978 683 204 233

22 918 15 597 2 631 0 391 533

70 074 41 601 43 852 38 262 23 150 16 194

94 529 59 533 47 461 38 945 23 745 16 960

-6 746 -11 553 -9 502 -8 221 -9 614 -8 523

168 62 60 57 30 24

Cash burn rate (US$ '000)

Cash burn rate (no. of months)

Year

Recivables

Other financial assets

Cash and cash equivalents

Easy converted to cash assets

EBIT
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6 Valuation and reflections on theoretical price 

In chapter six, the valuation of the company is performed. The strategic analysis looked at how 

valuable the Mindoro project is from a strategic perspective and assessed what the strategic position of 

Intex is. The financial analysis provides information regarding the historic financial and operational 

performance of the firm. This chapter uses the strategic and financial analysis to provide a solid 

foundation for valuing the company. The offer from China Tengfei is used as the basis for the 

valuation in regards to sale price and retained ownership stake in the Mindoro project. Regardless of 

whether this is the offer which in the end is inked by Intex, it is considered a relatively accurate 

estimation for what the final offer accepted will look like, whether it is with China Tengfei or one of 

the other parties Intex is currently in negotiation with. 

This paper uses a present value approach and relative valuation approach. The combination of using 

these two methods of valuing the company gives a fair view of the current fair share value of the 

company. The present value approach is used as the primary valuation while the relative valuation 

functions as supporting valuation. The chapter concludes with a discussion regarding whether or not 

the calculated share price is feasible and provides argument for why the theoretical share price differ 

from the current market price. 

6.1 Discounted Cash Flow model 

One of the most commonly used methods of valuing a company is the Discounted Cash Flow (DCF) 

model. DCF models, which measure the intrinsic value of the company, is based upon the projected 

cash flows which the firm will pay and receive for the foreseeable future, discounted by a discount 

factor which represents the riskiness of the cash flows and  time value of money (Petersen & Plenborg, 

2012). More specifically, this thesis uses the Net Asset Value (NAV) approach. According to Baurens 

(2010), the most common method of valuing a mining company is 

to calculate the NAV of all their mining operations and add them 

together. The total NAV of all assets less net interest bearing debt 

less minorities plus cash and cash equivalents is then divided by 

total shares in the company, which gives the fair share price. The 

NAV model is as follows:   

     
    

         

         
             

 
      

     
 

 

         

                 
               

 

   

 

FCF

WACC

g

n

Free Cash Flow

Weigthed Cost of Capital

Growth in terminal period

Years in budget

DCF-model

Table 6.1 Source: Petersen & 

Plenborg, 2012 
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As the equation show, any DCF-model consists of two parts; the budget period and the terminal 

period. The budget period covers the forecasted timeframe, while the terminal period refers to beyond 

the forecasted horizon, where the company is projected to grow at a specific growth rate in perpetuity. 

DCF models are useful for valuing companies due to its forward looking nature; they only take future 

cash flows into consideration (Petersen & Plenborg, 2012).  

The major disadvantage of DCF models is that due to their forward looking nature, cash flows are 

based upon assumptions and forecasting. As such, any error in forecasting cash flows will lead to an 

incorrect valuation of the firm (Petersen & Plenborg, 2012). To counter this issue, a sensitivity 

analysis is conducted which illustrates how changes in the underlying assumptions alter the theoretic 

share price. 

6.1.1 Discount rate 

One of the most critical aspects of DCF models is using an appropriate discount rate. Most DCF-

analysis uses the WACC of a company as the discount rate. However, WACC alone is not suitable for 

valuing mining companies. WACC give the overall riskiness of the firm in question but does not take 

individual projects into consideration. As such, the WACC must be modified in order to fit the risk 

profile of the individual projects evaluated. The basic WACC formula can be seen below: 

                                        
 

     
          

 

     
    

The WACC is the average return a company is expected to pay 

all of the security holders of the company.  Most companies have 

a certain amount of debt, and as such determining the WACC 

requires the analyst to determine both the required rate of return 

on debt and the required rate of return on equity. Furthermore, it 

requires the analyst to make the assumption that the firm intends 

to hold a specific debt-to-equity ratio. However, Intex does not 

have any interest bearing debt and has stated that they intend to 

stay debt-free for the forecasted period. Thus the WACC of Intex is the required rate of return on 

equity. 

 

 

 

D

E

rd

re

t Tax rate

Net interest bearing debt

Equity

Required rate of return debt

Required rate of return equity

WACC

Table 6.2 Source: Petersen & Plenborg, 

2012 
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6.1.1.1 Required return on Equity 

One of the most common methods of obtaining the required rate 

of return on equity is using the Capital Asset Pricing Model 

(CAPM). The CAPM take into account that the investor must be 

compensated for the time value of money as well as the riskiness 

of investing in stock (Petersen & Plenborg, 2012). 

                

The risk-free rate represent the time-value of money. The difference between the market portfolio and 

the risk-free rate is the extra return an investor will require for investing in the stock. The beta is the 

systematic risk the investor takes on through investing in the stock.  

6.1.1.2 Risk-free rate 

The risk-free rate represents the return an investor can obtain 

through investing in a risk-free asset. In practice, no 

investment is ever completely risk-free. However, most 

practitioners consider government bonds to be acceptable as 

substitutes for risk-free rates (Petersen & Plenborg, 2012). 

This thesis uses the average of a Norwegian 10-year 

government bond between 2003 and 2012, the average return of a 5-year government bond between 

2008 and 2012, and the average return of the government bond for the first six months of 2012. The 

calculated returns can be found in table 6.4. Taking the average of the three gives a risk-free rate of 

3.20%. 

6.1.1.3 Beta  

The systematic risk, beta, refers to the amount of risk an investor takes on relative to the market 

portfolio. A beta of zero would indicate a risk-free investment while a beta of one is the same risk as 

investing in the market portfolio (Petersen & Plenborg, 2012).  

Companies will often list a beta they consider appropriate in their financial statements. This is 

however not the case for Intex, and as such a beta must be assessed. Beta can either be assessed ex-

post or ex-ante. Ex-post beta looks at how well the stock moved in unison with the overall stock 

market and is most often done through regression of the stock return towards a market index. Ex-ante 

approximation of beta looks at the future and allows the analyst to assign a beta value he/she believes 

3,92%

3,44%

2,24%

3,20%

6-month average (Jan-June 2012)

Total average risk-free rate

Risk-free rate

10-year average (2003-2012)

5-year average (2008-2012)

Table 6.4 Source: Norges Bank, 2013 

re

rf

βe

(rM – rf  ) Market risk premium

Systematic risk of equity

CAPM

Required return of equity

Risk-free return

Table 6.3 Source: Petersen & Plenborg, 

2012 
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to be an accurate representation of the systematic risk the firm will face in the next few years (Petersen 

& Plenborg, 2012). This thesis will use the ex-post approach. 

Many publications and financial institutions list a beta they feel 

accurately describe the systematic risk of a company. However, for 

Intex the listed beta varied between 1.03 and 1.5. As such, this 

paper uses an average of the beta listed by three different financial 

publications/institutions, as well as beta which have been 

calculated using regression towards various market indices. The 

indices chosen cover both global stock markets as well as domestic 

Norwegian stock markets. The time frame for the regression 

analysis was five years. Furthermore, weekly result was used to 

mitigate the effect of noise often seen in daily returns. The result of 

the regressions can be seen in appendix 6.1a-c. The resulting 

average, which is used as input in the CAPM model, is a beta of 

1.136574. 

6.1.1.4 The market risk premium 

The final component of the CAPM model is         , or the 

market risk premium. The market risk premium represents the extra 

return investors receive by investing in the market instead of the 

risk-free asset (Petersen & Plenborg, 2012). Just like with beta, 

market risk premium can both be assessed ex-ante or ex-post. Table 

6.6 show the market risk premium of the Norwegian stock market 

as forecasted by three separate authors/companies. The average of these three is used as the market 

risk premium, which is 5.60%. 

6.1.1.5 Calculation 

All the derived inputs used in calculating the return on equity for Intex can be 

found in table 6.7. Using the formula for CAPM, the calculated required rate 

of return on equity for Intex is:   

                              

Since it has already been established that Intex is debt free and intends to remain so, the WACC for 

Intex is the required rate of return on equity and thus WACC = 9.56%. 

Beta

1,05

1,5

1,03

1,0056

1,1593

1,0745

1,136574

Organization

Thompson

Redeye

Beta calculations

MSCI World*

Financial Times

* Based on own regression

OSE All shares*

Average

OBX SE*

Table 6.5 Source: Own creation, 

based on Datastream; Thompson, 

2013; Redeye, 2012; Financial Times, 

2013  

5,50%

5,80%

5,50%

5,60%

Market risk premium

Fernandez et al., 2011

Damodaran, 2013

PwC, 2012

Average

Table 6.6 Source: Own creation 

rf 3,20%

βe 1,136574

rM – rf  5,60%

CAPM - values

Table 6.7 Source: Own 

creation 
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6.1.1.6 Project risk premium 

While the WACC alone is useful for projects with a risk profile similar to the firm itself, the Mindoro 

project has a risk profile which requires a higher WACC than Intex. With the recent implementation of 

the EO79, the political and legal situation for mining in the Philippines has become clearer, especially 

since the Mindoro project, with downstream value adding processes kept domestically, is the type of 

project the government wants to promote. The project in itself does not increase the discount rate too 

much since from a strategic perspective, the Mindoro project with its cost effective design and the 

recovering nickel market, is relatively low risk compared to many other nickel projects.  

However, due to Intex still lacking a number of certificates necessary to perform mining in the 

Philippines, and more importantly, the lack of a defined and signed plan for financing of the project, it 

is the view of the author that adding 4% to the WACC in order to account for the uncertainties related 

to those issues is a fair risk premium. Thus, the WACC used in the DCF valuation is 13.56%. While 

13.56% is a higher WACC than the 8% and 10% used for NPV calculation in the DFS, it is the view 

of the author that 8% and 10% does not adequately account for the risks associated with the project, 

and as such is too low. The sensitivity analysis in section 6.2 takes into account that progress in areas 

such as obtaining the final permits or signing an agreement with a major partner will lower the project 

risk and thus warrant a lower WACC, but because of the uncertainties regarding financing, the WACC 

should be kept at 13.56% for now. 

6.2 Estimates used in DCF of Mindoro 

The estimate which is used to produce the DCF analysis of the Mindoro project is presented in this 

section. All information in here is based upon information provided in the DFS as well as in 

presentations and updates by Intex, along with reasonable assumptions made by the author. The DFS 

is based on a project which would yield a total of 52.7 kt per annum. Since then, Intex has changed 

their strategy towards a design which would be built in a staged process. For the purpose of this thesis, 

it is assumed that the staged project is the process which Intex will use going forward. Furthermore, no 

clear timeline is in place as to when Intex intends to start producing. The DFS indicated that 

production would at the earliest be possible in 2015, but later presentations and comments made by 

Intex indicate 2016 as a more likely start date (Petersen, 2012). 

6.2.1 Yearly production and price 

According to the new project plan, the Mindoro project will be commissioned in three phases. For 

each phase, another 17.5 kt of nickel will be added to the yearly production of nickel. Once stage one 

initiates production, Mindoro will lack the LME refinery plant, and as such the finished primary nickel 
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shipped will have a lower Ni-content of 97% from HPAL extraction only (Petersen, 2012). As such, 

prices must be marked down and the project will generate 97% of the current LME price per ton of 

nickel. However, once the project starts stage two, the LME plant will be built and as such, prices of 

sold primary nickel from the Mindoro project will match LME prices. 

 

Table 6.8 Source: Own creation 

The price forecast only covers a period up until 2020. For the DCF analysis, it is assumed prices will 

remain at US$ 22,000 per ton of nickel until full production is reached. Beyond 2022, which is the 

year the Mindoro project is expected to reach full potential, a yearly price growth of 1.5% is used to 

account for long run price growth. 

Every project faces a ramp-up period when start-up commences. Looking at the production reports of 

various newly opened nickel projects of similar size to the staged Mindoro project plan, it is estimated 

that once each phase is brought to completion, first year production will be 30% of the added kt per 

year i.e. the first year of production will see 5.3 kt of nickel produced. 

The most difficult part of accurately predicting future production trends is shift in the Ni-content of 

ore. As ore is extracted, the Mindoro project will increasingly be forced to produce less primary nickel 

due to degrading Ni-contained in the ore mined. This is however not taken into account, as this is not 

likely to happen until far into the LoM of the project. As such, slight decreases in the production 

volume will have a very small effect on the current NPV of the project. 

6.2.2 Capex 

The Capex listed in the DFS report refers to project plan which would bring full operational capacity 

in one go. However, since the current plan is to bring the project operational in three stages, the DCF 

analysis uses the staged process. Intex has yet to list the expected Capex of stage two and three, and as 

such the Capex for these stages must be. Appendix 3.2 list the Capex breakdown of stage one and 

stage one + LME plant. Construction time of the project is estimated to be four years and as such 

assuming the project starts construction this year, 20% of total Capex for stage one is incurred in 2013. 

The remaining 80% is spread out over the 2014 to 2016, when operation will start. For stage two, the 

Capex for stage one + LME plant is assumed to be a relatively accurate estimate of the necessary 

Capex, since stage two will involve building a same size operation next to stage one, but with the 

2011 2012 2013f 2014f 2015f 2016f 2017f 2018f 2019f 2020f

22920 18000 19000 20000 20000 20000 20500 21000 21000 22000

10,40 8,16 8,62 9,07 9,07 9,07 9,30 9,53 9,53 9,98

n/a -21,47% 5,56% 5,26% 0,00% 0,00% 2,50% 2,44% 0,00% 4,76%

Year

Per ton

Per lb

y-o-y % change

LME nickel price forecast 2011 - 2020
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LME plant added in. Stage one is expected to be an accurate estimate of what stage three will cost. 

The exception to changes in Capex is infrastructure. Infrastructure cost is assumed to be significantly 

less in stage two and three due to most of the necessary infrastructure have already been built when 

construction of stage two and three begin. Furthermore, since DFS reports and initial predictions of 

costs have a tendency to severely underestimate how much Capex is necessary, it is estimated that 

final Capex will be 20% higher than what is currently projected. For a breakdown of the Capex used in 

the DCF analysis, see appendix 6.2.  

6.2.3 Opex 

The DFS report lists a post-credit Opex of US$ 0.56 per lb of nickel produced. This cost has since 

been revised on a number of occasions. For stage one, the Opex is US$ 3.3 per lb of finished nickel. 

Once the LME plant is up and running in stage two, the Opex is US$ 2.2 per lb of finished nickel. 

Finally, when the project is in full production Opex will be US$ 2.11 per lb of finished nickel. 

Through the years 2023 and 2065, Opex is estimated to increase yearly by 1.5% per year until the end 

of the LoM. The Opex used is the post-credit cost, i.e. once sale of by-products have been deducted as 

credits from the Opex. Thus any change in the price of by-products has not been taken into account, 

since individual changes in those by-products are unlikely to have a significant effect on the project 

value (Petersen, 2012). 

6.2.4 Life of Mine and terminal period 

When using DCF analysis to value a company or project, the final part of the valuation called the 

terminal period assumes that the enterprise is a going concern, i.e. that it will continue to operate in 

perpetuity with a constant growth rate (Petersen & Plenborg, 2012). Mining ventures can never be 

considered a going concern since mining is an extractive industry, and thus is limited to the life of 

mine (LoM).  

Instead, when carrying out DCF analysis of mining projects, the terminal period refers to the period 

between the forecast horizon and until the end of the LoM. The DFS report states the LoM is 30 years 

at full operation. This number has since been updated, and the latest report from Intex state at full 

capacity, with the latest mineral estimates, LoM at full capacity is 50 years or more which is the LoM 

used in the DCF analysis carried out in this thesis (Petersen, 2012). 

It is possible that the LoM will be extended if Intex continues exploration and finds additional mineral 

reserves in the area. However, because the additional revenue stream provided from more minerals 

will not be realized for more than 50 years into the future, due to time value of money, even if LoM is 

extended by another 10 years, the effects on the DCF analysis is negligible. 



M.Sc. FSM, Copenhagen Business School  February 2013 

Master Thesis   

Business Valuation of Intex Resources ASA  Johannes Brun Johansson 

 

 Page 71 
  

6.2.5 Depreciation, Amortization and Impairment 

No mention has been made of what type of depreciation the project will use. For the purpose of the 

DCF analysis, a declining-balance method of depreciation was used. For the yearly depreciation, 5% 

of the accumulated Capex less already depreciated assets where used as the basis for depreciation. 

6.3 Valuation 

Normally when valuing a company using DCF models, the analyst would perform scenario analysis, 

where a basic, positive and negative scenario is established in order to obtain various results (Petersen 

& Plenborg, 2012). However, for the purpose of valuing Intex stock, scenario analysis is not 

performed. Since production is so far into the future, too many variables affect the future value of the 

project and by extension Intex, and as such picking three scenarios would only show a small amount 

of the possible outcomes. Instead, the basic valuation represents the expected scenario which the fair 

share price is based upon and a comprehensive sensitivity analysis provide context for how changes in 

various variables will affect the share price. 

The DCF analysis based upon the discount rate in sub-chapter 6.1 and the estimates from sub-chapter 

6.2 can be seen in appendix 6.6. The resulting fair share value calculation can be seen in table 6.9. 

Since no DCF analysis has been conducted on the Hurdal Molybdenum deposit, book value of the 

asset is used instead.  

 

Table 6.9 Source: Own creation 

Based on the DCF analysis, the Mindoro project has a NPV of US$ 654 million, which is a value of 

41.52 NOK per share. However, since Intex will only retain a 10% free carried interest of the project 

along with US$ 180 million cash from sale of 90% stake, the true value of the project for Intex is US$ 

245.4 million, which is NOK 15.58 per share. Adding in the book value per share of the Hurdal 

2013f 2014f 2015f 2016f 2017f 2018f 2019f 2020f 2021f 2022f 2023-2065f

-144 -384 -384 5 -130 -668 271 141 -196 505 649

13,56% 13,56% 13,56% 13,56% 13,56% 13,56% 13,56% 13,56% 13,56% 13,56% 13,56%

-127 -297 -262 3 -69 -311 111 51 -62 142

1475

654

180

0,944

15,842

91,7

2,6756

0,0103

2,8587

5,821

16,64

Cash balance Intex (US$ Million)

# of shares Intex (Millions)

Value per share Mindoro US$

Value per share Hurdal US$

Total fair share value US$

Exchange rate US$ / NOK

Fair share value NOK

Present value 2023-2065f

Mindoro DCF model forecasted Free Cash Flow and fair share value calculation (US$ Million)

NPV Mindoro (US$ Million)

Sale Mindoro (US$ Million)

Book value Hurda (US$ Million)

Year

FCF

WACC

Present value budget period
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deposit as well as the current cash or cash equivalent, we obtain the fair share value of Intex as NOK 

16.64 per share. 

6.4 Sensitivity analysis 

The DCF analysis is based upon a large number of assumptions regarding the project and is only as 

good as the accuracy of the estimates. This section contains the sensitivity analysis which analysis the 

share price by changing the variables used in the DCF analysis and sees how these alterations affects 

the fair share price. 

The valuation of mining projects is primarily dependent upon two variables; the discount rate and the 

price of the underlying commodity which the project produces (Baurens, 2010). Table 6.10 shows how 

changes in the forecasted LME price and increase/decrease of WACC will change the NPV of the 

Mindoro project and Intex share price. 

 

Table 6.10 Source: Own creation 

Table 6.10 illustrates the unusual relationship between the fundamental value of the Mindoro project 

and the fair share price of Intex. While changes in the discount rate and forecasted prices of the 

underlying commodity changes the NPV of the Mindoro project greatly, the fair share price of Intex is 

by contrast much more unresponsive. For example, lowering the discount rate to 12.56% increases the 

NPV of the Mindoro project by 40%, while the fair share price only increases by 10%. 

The DCF valuation in section 6.3 is based upon 

the offer by China Tengfei Group, where Intex 

would receive a cash payment of US$ 180 

million for 90% stake and retain a 10% free 

carried interest. Very little information has been 

given about the ongoing negotiations and as such 

it is very difficult to assess whether the delay in 

making a deal is because of China Tengfei or 

Intex. The earlier offer which Intex discussed with MCC8 stated that they would receive US$ 296 

million for the 90% stake and retain 10% of the project, with an option to buy back additional 10% for 

15,56% 14,56% 13,56% 12,56% 11,56% 15,56% 14,56% 13,56% 12,56% 11,56%

-30% -366 -282 -175 -38 139 -30% 10,17 10,70 11,38 12,25 13,38

-20% -152 -40 101 279 505 -20% 11,53 12,24 13,13 14,26 15,70

-10% 62 203 377 596 871 -10% 12,89 13,78 14,89 16,27 18,02

0% 277 445 654 913 1238 0% 14,25 15,32 16,64 18,29 20,35

10% 491 688 930 1229 1604 10% 15,61 16,86 18,39 20,30 22,67

Sensitivty analysis - Mindoro project NPV (US$Million)

WACC

Average 

LME 

nickel 

price      

(-/+ %)

Sensitivity analysis - Intex share price (NOK)

WACC

Average 

LME 

nickel 

price      

(-/+ %)

160 180 200 220 240

0% 11,22 12,49 13,76 15,03 16,30

5% 13,30 14,57 15,84 17,11 18,37

10% 15,37 16,64 17,91 19,18 20,45

15% 17,44 18,71 19,98 21,25 22,52

20% 19,52 20,79 22,06 23,33 24,60

Free 

carried 

interest

Sales price (US$ Million)

Intex share price

Variables of offer

Table 6.11 Source: Own creation 
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a total free carried interest of 20% at a later stage. It is possible that the negotiations are dragging out 

due to Intex believing the project is more valuable than the current offer. Table 6.11 analysis how 

changes in the deal structure would change the fair share price of Intex. If Intex is able to increase 

their free carried interest in the project by as much as 5%, the fair share price increases by 12%, while 

an additional US$ 20 million would increase the fair share value by 8%. 

The costs associated with the project are very 

much liable to change. Table 6.11 analysis how 

changes in the Capex and Opex of the project 

would affect the share price of Intex. Analysis of 

the sensitivity towards costs of the project shows 

that the fair share price of Intex is robust towards 

changes in both Capex and Opex, as a 10% 

increase of either has a relatively small effect on the fair share value. 

The financial analysis uncovered that one of the 

greater balance sheet risks Intex face is their lack of 

risk management regarding exchange rates. 

Comprehensive losses have been greater and smaller 

then operating losses due to significant currency gains. Because Intex is traded on the OSE in NOK 

while the primary currency used in trading nickel is US$, the exchange rate risk will be a significant 

threat. Table 6.12 show that a 10% change in either direction could increase or decrease the share price 

by 10% in either direction 

6.4.1 Summary sensitivity analysis 

The sensitivity analysis discussed how changes in the estimated variables used in the DCF analysis 

changes the fair share price of Intex. For most commodity stocks, changes in variables which have a 

large impact on the NPV of the project valued would greatly increase or decrease share prices. 

However, since Intex would only receive 10% of the NPV from the project, the fair share price is quite 

resilient towards variables which have a large impact on the NPV of the project. 

The sensitivity analysis quite clearly illustrates how the share price of Intex depend less on the actual 

completion of the project, and more on finding a financing partner. The sale price constitutes such a 

large portion of the revenue Intex will receive from the Mindoro project that assuming the project is 

sold, share price will increase significantly. 

30% 20% 10% 0% -10%

30% 12,62 13,56 14,50 15,43 16,37

20% 13,02 13,96 14,90 15,84 16,77

10% 13,42 14,36 15,30 16,24 17,18

0% 13,82 14,76 15,70 16,64 17,58

-10% 14,23 15,16 16,10 17,04 17,98

Opex 

+/- %

Intex share price - Cost analysis

Capex + / - %

Table 6.12 Source: Own creation 

FX -/+ % -20% -10% 0% 10% 20%

Share price 13,31 14,98 16,64 18,30 19,97

Intex share price - Exchange rate

Table 6.13 Source: Own creation 
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6.5 Relative valuation 

The relative valuation seeks to compare several companies towards each other based upon multiples. 

The most commonly used multiples are profitability measures such as P/E, EV/EBIT, EV/EBITDA 

and EV/SALE (Petersen & Plenborg, 2012). However, when valuing young mining exploration and 

development companies like Intex, using profitability measures to compare companies is not 

applicable due to the lack of operational revenue. Instead, to value mining companies, analysts should 

use multiples that values the company based upon value of company compared to their reserves. For 

valuing Intex, the most relevant multiples are Market cap / Ni contained and EV / Ni contained. The 

Market cap / Ni and EV / Ni metrics looks at how much of the upside value implied by the Ni-

contained is reflected by the current market price of the company. For the purpose of the relative 

valuation, five companies where chosen based on two primary criteria. First, they all had to be junior 

mining companies without any current operational revenue. Secondly, their primary project currently 

in development had to be a nickel deposit. Based on the two criteria, five companies where identified 

that fit these two criteria: Victory Nickel, Royal Nickel, Heron Resources, Hard Creek Nickel and 

Mindoro Resources Ltd. 

 

Table 6.14 Source: Datastream and presentations for respective companies 

According to the Market cap / Ni and EV / Ni multiples, current share price of Intex is slightly 

overvalued with the price according to the multiples NOK 3.34 and NOK 3.75 respectively. The 

higher market price of Intex may be due to being further along in the process than most other 

companies. All five of the chosen firms had nickel projects in development which has yet to obtain 

19 20 102 0,54% 0,55 34,63 36,46

19 36 1066 0,27% 2,88 6,60 12,51

-4 40 744 0,73% 5,43 -0,74 7,36

5 5 865 0,20% 1,73 2,89 2,89

20 21 78 1,02% 0,80 25,11 26,36

11,80 24,40 571 0,55% 2,28 13,70 17,12

49 66 353 0,87% 3,07 15,96 21,49

17,12 Average EV / Ni 13,70

3,07 Nickel contained 3,07

52,55 EV Intex 42,07

0,57 Cash 17,00

5,82 Market cap 59,07

3,34 Share price US$ 0,64

FX US$ / NOK 5,82

Share price NOK 3,75

Relative valuation data (US$ Million)

Company EV
Market 

cap

Ore 

reserves, 

Mt

Ni contained 

%

Nickel 

contained (Mt)
EV / Ni

Market cap / 

Ni

Victory Nickel

Royal  Nickel

Hard Creek Nickel

Mindoro Resources  Ltd

Average

FX US$ / NOK

Share price US$

Share price NOK

Heron Resources

Average Market cap / Ni

Nickel contained

Market cap Intex

Intex Resources
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funding. However, Intex was the only one which had made it public that they were in negotiation with 

a specific company for further development and had completed a DFS, thus being much further along 

in the process of finishing their project. 

The relative valuation method also displays an issue when valuing mining companies. While 

according to the multiples approach, Intex share price is relatively accurate, Market cap / Ni and EV / 

Ni multiples vary widely between different firms. This reflects the differing business conditions facing 

various companies. As such, while the multiples approach may provide a decent sanity check for the 

DCF-analysis, it should not be viewed as the ultimate valuation tool. 

6.6 Reflection on the price 

The theoretical price of NOK 16.64 represents a price increase of 328% over the market price of NOK 

3.89. While such a large price divergence may at first seem improbable, it is important to remember 

what the theoretical share price represents. The theoretical price focuses on the fundamental value 

which Intex will derive from the sale of the 90% stake along with 10% of the NPV from a fully 

operational Mindoro operation. The theoretical share price represent a long-run
13

 price increase, since 

the theoretical share price of NOK 16.64 is dependent upon the future revenue from the Mindoro 

project. However, since the Mindoro project is unlikely to produce until 2016 at the earliest, prices are 

unlikely to reach the fair share value indicated by the fundamental value of Mindoro until production 

begins. Instead, a more likely price target for the short-run is the share price calculated in the 

sensitivity analysis with no stake in Mindoro, i.e. at US$ 180 million sale price, the short-run price 

target would be NOK 12.49 per share. 

It has been shown that stocks with significant media and analyst coverage tend to trade much closer to 

its fundamental value. Conversely, stocks with a lack of coverage tend to trade further away from their 

fundamental value. As a result, returns tend to be higher from stocks with little coverage as the return 

will react more once news regarding their operations is released (Klibanoff, Lamont & Wizman, 1998; 

Fang & Peress, 2009). At present, media and analyst coverage of Intex is very low, and thus among 

most non-institutional investors, in-depth knowledge of Intex and its potential value is likely small.  

The low interest amongst media and analysts likely causes most investors to focus on the financial 

performance and ratio analysis, which as chapter V points out has consistently been negative. It also 

                                                      

 

13
 For the purpose of this thesis, long-run price is considered the theoretical price before production at Mindoro 

commence, and short-run is the price increase expected from signing a deal.  
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implies that any news originating from Intex is likely to have a great effect on the share-price. The 

review of the past share movement in chapter II showed that major swings in share price has coincided 

with positive and negative news released about Intex. Thus, any information that indicates a deal with 

partners is imminent is likely to push prices upwards. The relative valuation show that most companies 

with no operational revenue tend to trade far away from their fundamental value and thus would 

indicate that the current market price is correct in comparison to other junior mining companies. 

6.6.1 Management incentives 

As discussed in sub-section 2.6.3, part of the executive compensation package is a substantial option 

bonus scheme. The option program has potential to affect the current negotiations, and even 

potentially create agency problems. An agency problem is defined by Thomsen (2008) as when there 

is a conflict of interest between the principal and the agent, i.e. ownership and management. 

Because the expiration date for all vested options have an exercise date in early 2014, shares unlikely 

to reach the long-run price from the full fundamental value of the Mindoro project. Instead, it is more 

likely that the short-run price increase resulting from the sale of the project will lead to exercising of 

options. Because of this, the management has incentives to push prices as far as possible by 

maximizing the sale price. Just by increasing the sale price by US$ 20 million, the average payoff to 

option holders increase by 19% as can be seen in table 6.15. 

 

Table 6.15 Source: Own calculation, based on data from Intex Resources ASA, 2012a 

Theoretically, management could maximize their total payoff by increasing the sale price but reducing 

the retained free carried interest part of the project. This scenario is considered quite unlikely. For the 

purpose of this analysis, it is assumed that management act in the best interest of themselves, i.e. 

maximize the sales price, but not at the cost of shareholders. Since both Mr. Vestrum and Mr. Haadem 

has large positions of stock, it is in the best interest for them to both obtain as large sales price as 

possible, while at the same time retain as large ownership stake as possible in the project, as this will 

maximize the value of their share position as well. 

1 000 000 5,50 6990000 8260000

1 000 000 6,50 5990000 7260000

1 000 000 6,50 5990000 7260000

500 000 5,50 3495000 4130000

500 000 6,50 2995000 3630000

100 000 5,50 699000 826000

500 000 5,47 3510000 3510000 4145000 4145000 18,1%

175 000 4,82 1342250 1342250 1564500 1564500 16,6%Henno Greensman

Number 

of options

Exercise price 

(NOK)

Payoff at US$ 

180 million

Jan Vestrum

Finn Haadem

Mimi Berdal

Jon Steen Petersen

Increase 

payoff, %

19,6%

20,1%

20,6%

Payoff from option program

15520000

11390000

44560003694000

Payoff at US$ 

200 million
Total

12980000

9485000

Total
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7 Conclusion 

The purpose of this thesis was to determine the fair share value of Intex Resources ASA as of 

18.02.2013. The purpose was accomplished by first examining the market for nickel to determine the 

future outlook of the commodity. This was followed by extensive strategic analysis of the Mindoro 

nickel project to determine the strategic position of the operation, as well as analysis of the strategic 

position of Intex itself. Because Intex has no operational revenue, a financial analysis was conducted 

to determine the financial health of Intex. Finally, all information gathered in the preceding chapters 

was gathered and used in a DCF valuation and relative valuation which found the fair share price of 

Intex. This chapter gives final concluding remarks on the findings in this thesis. It ends with a 

recommended investment strategy in regards to Intex shares. 

7.1 Concluding remarks 

The future looks bright for Intex shareholder. The fair share price calculated mainly relies on two 

components: 

 Intex ability to negotiate a good deal with a partner, either China Tengfei or another yet-to-be 

named financing- and strategic partner. 

 The continued recovery of nickel markets. 

The market for nickel has historically been driven by economic development, industrialization and 

urbanization of countries. In the years prior to the economic recession, prices climbed to an all-time 

high. The subsequent economic turmoil, in conjunction with the emergence of the cheaper primary 

nickel substitute NPI, caused nickel prices to crash. The market is expected to experience high levels 

of oversupply for the next few years. However, because of the cyclicality of new supply, the period of 

high supply growth is followed by a relatively barren period, where very few new projects will be 

developed. On the demand side, in the short-run, continued economic growth in China will increase 

the demand for nickel. Demand growth for non-NPI nickel products will be further pushed upwards 

due to reforms in the steel and non-ferrous metals industries, which focus on less environmental 

pollution and higher quality products. The reforms will lead to increased costs of producing NPI, thus 

increasing the already high breakeven price of NPI. Since the price of NPI is expected to be the price 

floor of nickel going forward, the increased breakeven price of NPI will slowly but assuredly ensure 

the positive long-run growth prospects of nickel prices. 

The strategic analysis showed that the Mindoro project, while not free from issues, is a very valuable 

project. The expected demand growth of nickel ensures that nickel projects the size of Mindoro will be 

sought after. In comparison to the rest of the industry, the high production volumes, low Opex due to 
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the project generating its own energy as well as the LME refinery ensures there will be a large market 

for their product. 

While the macro-situation in the Philippines has been troubling in the past, the future looks much 

brighter. The introduction of EO79 makes the business environment much clearer to operate in and 

should lessen some of the issues related to strong opposition from local stakeholders. Most mining 

operations in the Philippines only extract ore for the purpose of exporting to other countries. By 

contrast, the Mindoro project will retain the refinement process in the Philippines. Because of this, the 

Philippine government is likely to promote the Mindoro project since in comparison to other mining 

operations the Mindoro project brings greater economic benefits to the Philippines through keeping 

the final value-additive step domestic along with the jobs created by the project. The major concern 

from the macro-perspective is the strong local opposition on Mindoro. A key goal for Intex going 

forward must be to increase stakeholder communication with IP’s and LGU’s since a MoU is 

necessary component of obtaining the DMPF necessary to commence operation. 

The financial analysis indicates that Intex is a financially healthy company. While comprehensive 

losses have been up and down from year to year, the NOPAT from core operations have been 

relatively stable which indicates funds are used effectively. Furthermore, Intex has sufficient cash to 

keep them operational for the next two years even if no deal is made with partners regarding the 

Mindoro project. The cash position in conjunction with the lack of long-term debt means that from a 

financial perspective, Intex is relatively safe investment. 

The valuation was carried out using a DCF analysis and a relative valuation. The DCF analysis used 

assumptions based on reports and presentations by Intex to estimate production costs and volumes 

along with findings from analysis of the market to estimate how final costs diverge from the costs 

projected by Intex. The resulting DCF analysis found that the theoretical share price of Intex is NOK 

16.64 per share. The large divergence between the theoretical price and the current market price is 

likely due to failure of the market in accounting for the upside risk of Intex, i.e. the fundamental value 

of the Mindoro project. Lack of media and analyst coverage, along with the poor financial results 

ensures that investors who have neither time nor interest to perform extensive research into stocks are 

likely to overlook Intex since at first glance the company seems very poorly managed due to yearly 

losses. Indeed, Intex share has in the past shown high positive and negative returns in conjunction with 

good and bad news respectively. 

The relative valuation used the multiples Market cap / Ni-contained and EV / Ni-contained to obtain a 

fair share price of NOK 3.34 per share and NOK 3.75 per share respectively. While the relative 

valuation of Intex give a fair share price which is close to the market price, it is important to consider 

that this does not necessarily indicate that Intex is correctly priced at present. Companies with 
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exploration assets show a large divergence in the selected multiples and as such any relative valuation 

is likely to be quite inexact and very dependent upon the multitude of differing variables in the 

business environment each individual company faces. 

7.2 Partnership, negotiation and implications for Intex 

As the previous section discussed, Intex is a company with very high growth potential due to the 

fundamental value of the Mindoro project. Furthermore, because of the low financial risk and stable 

cash situation of Intex, the firm has relatively low downside risk. However, realization of that high 

upside risk hinges on finding a suitable partnership situation. 

At the cutoff date, very little information had been given regarding the ongoing negotiations between 

Intex and potential partners. This includes any progress which has been made in the negotiations with 

China Tengfei. On December 10, 2012, China Tengfei was given three months to conduct due 

diligence, after which a decision will be made regarding whether Intex will sell 90% of the project for 

US$ 180 million and retain 10% of the project as free carried interest. 

The deal previously proposed by MCC8 had a cash element worth US$ 296 million. As discussed in 

chapter VI, because of the considerable stake management and board of directors have in the project, it 

is possible that the negotiations are dragging out due to Intex attempting to gain more value for the 

project. The considerable personal incentive management has could prove detrimental; it is possible 

management and the board rejects a good deal in the belief that they can obtain a better offer from 

other potential partners. However, it is the author’s belief that this risk is minimal due to two 

assumptions made regarding the firm leadership. Assumption one is based upon the belief that firm 

leadership will try and maximize their personal wealth and as such, negotiations are partially driven by 

their desire to improve their own wellbeing. However, assumption two is based on the considerable 

experience which the firm leadership has. While they will attempt to leverage as much personal value 

as possible from the Mindoro project, they are expected to not take unnecessary risk. As discussed in 

chapter VI, an increase of US$ 20 million in sale price would increase the personal gains of firm 

leadership by an average of 19%. However, if no deal is made, leadership stands to lose out on 

considerable personal wealth, and is thus unlikely to take unnecessary risks throughout negotiations.  

Due to the uncertainties provided by ongoing negotiations, improving CSR on Mindoro and increase 

stakeholder communication becomes even more important. In a scenario where Intex or China Tengfei 

cancels the negotiations and forces Intex to find other partners, obtaining the MoU from local 

stakeholders would increase the likelihood of successfully obtaining funding since if they are able to 

obtain MoU from IP’s, considerable project risk is removed.   
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7.3 Recommended investment strategy 

Intex resources ASA is a company with considerable upside risk and limited downside risk. The 

upside risk is the fundamental value of the Mindoro project; if brought to completion, the project 

would bring considerable return to the shareholders of Intex. The downside risk is the uncertainties 

regarding ongoing negotiations along with no operational revenue at present. However, because of the 

inherit value of the Mindoro project, it is the authors opinion that sooner or later, a deal will be made, 

either with China Tengfei or with other yet to be named partner. Furthermore, because of the 

significant cash and cash equivalent position of Intex, at current EBIT, they are in position to remain 

operational for another 24 months without need for capital inflow. As a result, the upside risk far 

outweigh the downside risk, and the recommended investment strategy of Intex share is to BUY share 

of Intex. The buy recommendation is based on a short-run price target of NOK 12.49 per share from 

sale of Mindoro and long-run price target of NOK 16.64 per share based on the final completion and 

commission of the Mindoro project.  
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Appendices 

Appendix 2.1 – Map of Mindoro with Mindoro Nickel concession area (Source: Petersen, Jensen, 

Blomsterberg & Audet, 2010). 
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Appendix 2.2 – Ownership structure 31/12/2011 (Source: Intex Resources ASA, 2012a) 

   

32,21%

100,00%

1,31%

1,01%

0,95%

0,91%

0,87%

1,71%

1,69%

1,60%

1,46%

1,32%

3,14%

3,06%

2,39%

1,95%

1,93%

21,71%

10,00%

3,80%

3,71%

3,27%

20 largest shareholders 31/12/2011

No of sharesOwner
Ownership in % of 

total shares

Larsen Invest AS 800000

Others 29527764

Total 91676667

Mercur Eiendom AS 923000

Banque Cantonale Baudoise 873699

Veslik 831960

Statoil Pensjon 1336424

VPF Nordea SMB 1210459

SEB Enskilda ASA 1200000

Grover Star Shipping Corporation 1564259

9167666

Greenwich Land Securities AS 3485000

Muslik AS 3400000

NBI HF Iceland 1550500

TPOT AS 1464763

Myklebust 2193700

Envoy Trading Company 1784948

Six SIS AG 1766401

Lybica Holding V.S 19904500

Spencer Trading Inc. 3000000

DND Nor SMB 2883124

Rox Holdings AS 2808500

Intex Resources ASA
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Appendix 2.3 – Ownership structure 30//2012 (Source: Intex Resources ASA, 2012b) 

 

 

1 545 459

1 423 000

3,07%

1 784 948

1 737 997

1 551 341

1 550 500

2 808 500

2 555 093

2 530 000

2 365 732

2 344 565

2 020 490

2 818 860

2,20%

Mercur Eiendom AS

1,49%

1,31%

1,24%

1,18%

1,95%

1,90%

1,69%

1,69%

1,69%

1,55%

3,06%

2,79%

2,76%

2,58%

2,56%

Tpot AS

Rox Holding AS

Greenwich Land Securities AS

Vestrum

DNB Nor SMB

Myklebust

LHH AS

Envoy Trading Company

Owner

20 largest shareholders 30.09.2012

Intex Resources ASA

Muslik AS

Spencer Trading Inc

No of shares
Ownership in % of 

total shares

9,78%

3,71%

3,27%

8 967 666

3 400 000

3 000 000

SIX SIS AG

Statiol Pensjon

SIX SIS AG

VPF Nordea SMB

91 676 667 100,00%

Landsbankinn HF

UBSAG, London Branch

MP Pensjon PK

Veslik

Others

Total

48,53%44 490 454

1 361 870

1 202 387

1 134 000

1 083 805
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Appendix 2.4a – Remuneration corporate management 2011 (Source: Intex Resources ASA, 

2012a) 

 

Appendix 2.4b – Remuneration corporate management 2010 (Source: Intex Resources ASA, 

2012a) 

 

Appendix 2.4c – Remuneration board of directors 2010/2011 (Source: Intex Resources ASA, 

2012a) 

 

  

310 162 281 12 765

78 3 8 89

385

72

388 165 281 20 854 457

Vigdis Jernber

Jon Steen Petersen

Total

Remuneration upper management - 01.01.2011 - 31.12.2011 (US$ '000)

Ole Kristiansen

Andrease Qvale

Total 

remuneration

Management 

consultants

Other 

compensation

Pension 

cost
Salary

Benefits 

in kind

386 21 66 39 512

274 5 0 29 308

153 2 33 10 198

140 2 0 9 151

953 30 99 87 1169

Salary
Benefits 

in kind

Other 

compensation

Pension 

cost

Total

Remuneration upper management - 01.01.2010 - 31.12.2010 (US$ '000)

Total 

remuneration

Erlend Grimstad

Jon Steen Petersen

Rigmor Eriksen

Andrea Båsen

2011 2010

119

62

57

98

87

54

11

33

30

14

423 142Total

Tom Ruud

Jan A. Vestrum (Chairman

Finn Hadeem

Mimi Berdal

Ingrid Elvira Leisner

Brynjulf Freberg

Remuneration board of directors (US$ '000)

Kjell E. Armskog (Chairman)

Karen-Helene Ulltveit-Moe

Anders Ulseth

Hilde Rolrandsen
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Appendix 2.5a – Stock option listed in Annual report 2011 (Source: Intex Resources ASA, 

2012a) 

 

Appendix 2.5b – Changes in stock options since Annual report 2011 (Source: Intex Resources 

ASA, 2012f) 

 

Appendix 2.5c – Insider holdings of shares and put-options (Source: Intex Resources ASA, 

2012a) 

  

  

Jon Steen Petersen 500 000 5,47 197 28.02.2011 28.02.2014

Jan Vestrum 1 000 000 5,50 359 22.03.2011 22.12.2012

1 000 000 6,50 317 22.03.2011 22.12.2012

500 000 5,50 179 22.03.2011 22.12.2012

500 000 6,50 159 22.03.2011 22.12.2012

100 000 5,50 36 22.03.2011 22.12.2012

Ingrid Elvira Leisner 100 000 5,50 36 22.03.2011 22.12.2012

Brynjulf Freberg 100 000 5,50 36 22.03.2011 22.12.2012

Mimi Berdal

Option incentives program (Annual report 2011)

Number 

of options

Exercise price 

(NOK)

Fair value 

USD '000
Vested Expire

Finn Haadem

1 000 000 5,50 22.03.2011 22.04.2014

1 000 000 6,50 22.03.2011 22.04.2014

1 000 000 6,50 22.03.2011 22.04.2014

500 000 5,50 22.03.2011 22.04.2014

500 000 6,50 22.03.2011 22.04.2014

100 000 5,50 22.03.2011 22.04.2014

500 000 5,47 28.02.2011 28.02.2014

175 000 4,82 01.02.2013 01.02.2016

100 000 **

100 000 **

Jon Steen Petersen

Mimi Berdal

Henno Greensman

Tone Bjornov

Christian Holst

ExpireVested

Jan Vestrum

Number of 

options

Exercise 

price (NOK)

Finn Haadem

Option updated since Annual report 2011

2530000 2000000 7 31.06.2013

1220000 0 0 n/a

Expiration 

date

Finn Haadem

Shares and options outside of incentive program

Jan Vestrum

Shares Put options Strike price
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Appendix 3.1 – 16 largest nickel projects (Source: KPMG, 2012) 

 
Philippines

United States

South Africa

Guatemala

Philippines

Indonesia

Philippines

FeNi Haltim Nickel 

Project

Acoje Laterite Nickel 

Mine

Fenix Laterite Nickel 

Operation

Sehba's Ridge 

PGE/Nickel/Copper 

Project

Eagle Nickel/Copper 

Mine

Agata Laterite Nickel 

Project

Taganito HPAL Nickel 

Refinery

Ambatovy Laterite 

Nickel Mine
Madagascar

New Caledonia

Australia

Operators/Owners

Gladstone Pacific Nickel 

Ltd (Operator

Xstrata plc (Operator)

Sherritt International 

Corporation (Operator)

Tanzania

Australia

Australia

Canada

Canada

Philippines
Mindoro Nickel 

Laterite Project

Project Country/Region

Minago Nickel Project

Honeymoon Well 

Nickel Project

Wingellina Laterite 

Nickel Deposit

Kabanga Nickel 

Project

Long Harbour 

Hydrametallurgy 

Nickel Smelter

Marlborough Laterite 

Nickel Project

Koniambo Laterite 

Nickel Mine

TVI Pacific Inc 

(Operator)

Commodities

Nickel, cobalt

Nickel, cobalt

Nickel, cobalt

Nickel, cobalt

Nickel, cobalt

Fracsand, nickel, sand

Nickel

Cobalt, copper, nickel, 

palladium, platinum

Sumitomo Metal Mining 

Co., Ltd.

PT Antam Tbk (Operator)

ENK plc (Operator)

Solway Group 

(Operator)

Aquarius Platinum 

Limited (Operator)

Rio Tinto Limited 

(Operator)

Intex Resources ASA 

(Operator)

Vale S.A. (Operator)

Victory Nickel Inc. 

(Operator)

OJSC MMC Norilsk 

Nickel (Operator)

Metals X Limited 

(Operator)

Xstrata plc (Operator)

N/A

2013

2015

Cobalt, copper, gold, 

magnetite, raw nickel

Nickel, cobalt

Potential 

start year

2013

2013

2016

N/A

2014

2013

2014

Nickel, cobalt

Nickel

Cobalt, gold, nickel, 

palladium, platinum

Nickel, cobalt

Copper, gold, nickel, 

palladium, platinum, 

platinum group elements

Copper, gold, nickel

30

40

40

40

Major nickel projects in development

17,2

17,3

23,9

24,3

24,5

27

Nickel production 

(ktpa)

49,9

50

52,7

60

60

63

2014

N/A

N/A

Stalled

2012

2012
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Appendix 3.2 – Supply forecast Africa (Source: Own creation; based on data from Ango-

American, 2012; Mwana, 2012; Sherritt, 2012; Xstrata, 2012; Implats, 2012) 

 

  

2011 2012f 2013f 2014f 2015f 2016f 2017f 2018f 2019f 2020f

20,0 20,0 20,0 20,0 20,0 20,0 20,0 20,0 20,0 20,0

13,9 13,9 13,9 13,9 13,9 13,9 13,9 13,9 13,9 13,9

33,9 33,9 33,9 33,9 33,9 33,9 33,9 33,9 33,9 33,9

0,0 0,0 1,0 2,0 4,0 6,0 8,0 8,0 8,0 8,0

0,0 13,3 42,0 60,0 60,0 60,0 60,0 60,0 60,0 60,0

0,0 13,3 43,0 62,0 64,0 66,0 68,0 68,0 68,0 68,0

0,0 0,0 0,0 5,0 15,0 30,0 40,0 40,0 40,0 40,0

0,0 0,0 0,0 5,0 15,0 30,0 40,0 40,0 40,0 40,0

Total

Probable

Kabanga (Xstrata)

Total

Zimbabwe

Highly probable

Ambatovy

Implats

Total

Mwana

Nickel supply Africa ('000 tonnes)

Year

Base case

South Africa

Anglo American Platinum
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Appendix 3.3 – Supply forecast North- and South America (Source: Own creation; based on 

data from Vale, 2012; Vale, 2012c; Sherritt, 2012; Sherritt, 2012b; Xstrata, 2012; BHP Billiton, 

2012; BHP Billiton, 2012b; Victory Nickel, 2012; RNC, 2012; Anglo-American, 2012) 

 

  

Year 2011 2012f 2013f 2014f 2015f 2016f 2017f 2018f 2019f 2020f

Base case

Canada

Vale

  Sudbury 59,7 45,0 59,7 60,3 60,9 63,5 66,1 66,1 66,1 66,1

  Thompson 25,0 20,0 15,0 10,0 5,0 0,0 0,0 0,0 0,0 0,0

  Voisey Bay 68,7 69,4 70,1 70,8 71,5 74,2 76,9 76,9 76,9 76,9

Sherritt - MOA JV 35,0 35,0 35,4 35,7 36,1 36,4 36,8 37,2 37,5 37,9

South America

Xstrata Nickel

  Falcondo 12,9 12,9 12,9 12,9 12,9 12,9 12,9 12,9 12,9 12,9

BHP Bill iton

  Cerro Matoso 37,8 51,8 51,8 51,8 51,8 51,8 51,8 51,8 51,8 51,8

Anglo-American 48,0 54,0 54,0 54,0 54,0 54,0 54,0 54,0 54,0 54,0

Total 287,1 288,1 298,8 295,5 292,2 292,8 298,6 298,9 299,3 299,7

Highly probable

Vale

  Long Harbour 0,0 0,0 3,0 13,0 24,0 40,0 50,0 50,0 50,0 50,0

  Onca Puma 7,0 4,0 5,0 20,0 35,0 53,0 53,0 53,0 53,0 53,0

Total 7,0 4,0 8,0 33,0 59,0 93,0 103,0 103,0 103,0 103,0

Possible

Victory 0,0 0,0 0,0 0,0 5,0 15,0 30,0 49,9 49,9 49,9

RNC 0,0 0,0 0,0 0,0 0,0 10,0 25,0 53,4 53,4 53,4

Total 0,0 0,0 0,0 0,0 5,0 25,0 55,0 103,3 103,3 103,3

Nickel supply primary nickel America ('000 tonnes)
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Appendix 3.4 – Supply forecast Asia (Source: Own creation; based on Jinchuan, 2012; Petersen, 

2012; TVI Pacific, 2012; KPMG, 2012) 

  

2011 2012f 2013f 2014f 2015f 2016f 2017f 2018f 2019f 2020f

130,0 130,0 130,0 130,0 130,0 130,0 130,0 130,0 130,0 130,0

25,0 25,0 25,0 25,0 25,0 25,0 25,0 25,0 25,0 25,0

8,1 8,1 8,1 8,1 8,1 8,1 8,1 8,1 8,1 8,1

250,0 273,0 281,2 289,6 291,1 292,5 294,0 295,5 296,9 298,4

19,0 19,2 19,4 19,6 19,8 20,0 20,2 20,4 20,6 20,8

68,0 78,0 78,4 78,8 79,2 79,6 80,0 80,4 80,8 81,2

65,0 65,0 65,0 65,0 65,0 65,0 65,0 65,0 65,0 65,0

565,1 598,3 607,1 616,1 618,1 620,2 622,2 624,3 626,4 628,5

0,0 4,0 12,0 24,0 31,5 31,5 31,5 31,5 31,5 31,5

0,0 0,0 2,0 8,0 17,2 17,2 17,2 17,2 17,2 17,2

0,0 0,0 4,0 15,0 30,0 30,0 30,0 30,0 30,0 30,0

0,0 4,0 18,0 47,0 78,7 78,7 78,7 78,7 78,7 78,7

0 0 4 15 30 30 30 30 30 30

0,0 0,0 0,0 4,0 14,0 27,0 27,0 27,0 27,0 27,0

0,0 0,0 4,0 19,0 44,0 57,0 57,0 57,0 57,0 57,0

0,0 0,0 0,0 14,0 17,0 17,0 17,0 17,0 24,0 24,0

0,0 0,0 0,0 0,0 5,0 10,0 17,5 17,5 25,0 35,0

0,0 0,0 0,0 14,0 22,0 27,0 34,5 34,5 49,0 59,0

Japan

TVI Pacific (Agata)

Possible

Intex

Total

ENK

Probable

Total

PT Antam

Sumitomo

Sumitomo

PT Antam

Total

Nickel supply Asia ('000 tonnes)

Year

Base case

Xinjiang

Jil in Jien Nickel

Sumitomo

Total

China

Jinchuan

Indonesia

Sorowako

Total NPI

Highland Pacific (Ramu)

Highly probable
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Appendix 3.5 – Supply forecast Europe (Source: Own creation; based on data from Norilsk, 

2012; Xstrata, 2012; Vale, 2012; Larco, 2012; Eramet, 2012; Lundin Mining, 2012) 

 

  

2011 2012f 2013f 2014f 2015f 2016f 2017f 2018f 2019f 2020f

124,0 127,2 130,5 133,9 137,4 141,0 144,6 148,4 152,3 156,2

113,0 115,9 119,0 122,0 125,2 128,5 131,8 135,2 138,8 142,4

Urals Nickel 21,0 21,0 21,0 21,0 21,0 21,0 21,0 21,0 21,0 21,0

15,0 15,0 15,0 15,0 15,0 15,0 15,0 15,0 15,0 15,0

6,8 5,6 6,8 6,8 6,8 6,8 6,8 6,8 6,8 6,8

48,5 49,2 49,8 50,5 51,1 51,8 52,5 53,1 53,8 54,4

92,5 92,5 92,5 92,5 92,5 92,5 92,5 92,5 92,5 92,5

5,0 6,0 14,0 24,0 40,0 50,0 50,0 50,0 50,0 50,0

54,4 60,0 61,5 63,0 65,0 65,0 65,0 65,0 65,0 65,0

34,0 34,0 34,0 34,0 34,0 34,0 34,0 34,0 34,0 34,0

19,0 19,0 19,0 19,0 19,0 19,0 19,0 19,0 19,0 19,0

533,2 545,4 563,1 581,8 607,1 624,6 632,2 640,1 648,1 656,3

0,0 5,0 30,0 60,0 60,0 60,0 60,0 60,0 60,0 60,0

0,0 5,0 30,0 60,0 60,0 60,0 60,0 60,0 60,0 60,0

New Caledonia

Total

Xstrata (Koniambo)

Total

MMC Norilsk

Norway

Xstrata Plc

Highly probable

Greece

Larco

New Caledonia

Eramet

UK

Vale

VNC

Finland

Nickel supply Europe ('000 tonnes)

Year

Base case

Spain

Lundin Mining

Norilsk

  Polar

  Kola

Russia

UMMC
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Appendix 3.6 – Supply forecast Oceania (Source: Own creation; based on data from BHP 

Billiton, 2012; First Quantum, 2012; Highlands Pacific, 2012; Glencore, 2012) 

  

2011 2012f 2013f 2014f 2015f 2016f 2017f 2018f 2019f 2020f

109,0 109,2 109,4 109,7 109,9 110,1 110,3 110,5 110,8 111,0

7,5 7,5 7,5 7,5 7,5 7,5 7,5 7,5 7,5 7,5

30,0 32,0 32,0 32,0 32,0 32,0 32,0 32,0 32,0 32,0

146,5 148,7 148,9 149,2 149,4 149,6 149,8 150,0 150,3 150,5

0,0 5,5 16,0 39,0 39,0 39,0 39,0 39,0 28,0 28,0

0,0 0,0 3,0 17,0 31,1 31,1 31,1 31,1 31,1 31,1

0,0 5,5 19,0 56,0 70,1 70,1 70,1 70,1 59,1 59,1

0,0 0,0 0,0 0,0 0,0 0,0 5,0 20,0 30,0 40,0

0,0 0,0 0,0 0,0 0,0 0,0 5,0 20,0 30,0 40,0Total

Ramu (PNG)

BHP (Nickel West)

Panoramic

Nickel supply Oceania ('000 tonnes)

Year

Base case

Australia

Ravensthorpe

Minara

Total

Possible

Honeymoon Well

Highly probable

Total
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Appendix 3.7 – Global supply forecast (Source: Own creation) 

 

Appendix 3.8 – Analyst forecast (Source: HSBC, 2012; CIMB, 2012; RBC, 2012) 

 

  

2011 2012f 2013f 2014f 2015f 2016f 2017f 2018f 2019f 2020f

1572,8 1614,4 1651,8 1676,4 1700,6 1721,1 1736,7 1747,2 1758,0 1768,9

67,2 67,2 67,2 67,2 67,2 67,2 67,2 67,2 67,2 67,2

0 31,8 118 258 331,8 367,8 379,8 379,8 368,8 368,8

0 0 4 24 59 87 102 117 127 137

0 0 0 14 27 52 89,5 137,8 152,3 162,3

1640,0 1713,4 1841,0 2039,6 2185,6 2295,1 2375,2 2449,0 2473,3 2504,2

1640,0 1707,1 1816,4 1975,7 2090,8 2174,6 2299,6 2365,4 2386,2 2432,1

* In 2011, total nickel production was 1640 kt of nickel. Unaccounted base refers to the base case nickel which 

has not been identified to a specific nickel refinery/company.

Total (potential)

Total (expected)

Probable

Possible

Nickel supply World ('000 tonnes)

Year

Base case

Highly probable

Unaccounted base*

Company 2011 2012f 2013f 2014f 2015f 2016f 2017f

22 885 17 791 18 750 20 000 22 000 n/a n/a

22 866 17 657 19 750 22 500 23 125 21 250 18 700

10,38 8,00 8,75 9,50 10,00 11,00 n/a

22 883 17 636 19 290 20 943 22 046 24 250 n/a

22 878 17 695 19 263 21 148 22 390 22 750 18 700Average

RBC (per tonage)

Analyst forecasts nickel prices (US$/mt)

HSBC

CIMB

RBC (per lb)
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Appendix 4.1 – Project peer group comparison (Source: Own creation; based on annual reports 

from related companies, presentations to shareholders and websites) 

  

Sweden 1 161 3,55 26 19

Canada 2 308 4,25 49 27

Canada 592 1,89 11 7

Australia 3 467 4,01 49,4 26

Australia 2 200 7 33 30

Philippines 500 3,9 24,5 10

Papa New Guinea 1 500 <5** 31,1 20

Madagascar 6 300 0,77 60 29

Philippines 920 3,4 17,5 17,5

N/A 2 105 3,60 33,5 20,6

Philippines 2 455 0,56 53 60+

Philippines 799 (981)*** 3,3 (2,8)*** 17,5** 60+

* Unless otherwise noted, dollar amount refers to full  production over the entire Life of Mine

Life of 

Mine

Sherritt Corporation

Victory Nickel Inc.

Project

Agata Nickel Project

Rönnbäcken Nickel Project

Turnagain Project

Kalgorlie Nickel Project

Acoje Nickel Project

Ambatovy

Minago Nickel Project

*** The cost in parenthesis refers to the Staged project wiht LME-grade briquette refinery

Comparison between major nickel projects

Average N/A

Company Country
Capex (US$ 

million)*

Opex 

(US$/lb)*

Capacity 

per annum

IGE Resources

Hard Creek Nickel

Heron Resources

ENK Inc.

Mindoro Resources ASA

Intex Resources ASA

** Ramu does not have a l isted expected Opex over l ife of mine, only that they expect it to be below US$ 5 per lb

Ramu Nickel Project Highlands Pacific

Mindoro staged (Stage 1) Intex Resources ASA

Mindoro (DFS)

Raventhorpe First Quantum
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Appendix 4.2 – Capital expenditure breakdown (Source: Petersen, 2012) 

 

Appendix 4.3 – Operating expenditure breakdown (Source: Petersen, 2012) 

s 

  

No. Stage 1 + LME plant DFS

100 21 21 48

150 8 8 123

200 222 222 384

300 0 72 147

400 147 175 661

500 31 37 92

600 62 76 296

700 18 21 29

800 27 28 60

900 79 95 276

184 226 339

799 981 2455

* Data  for s tage 1 + LME plant are prel imary estimates

Capex break down (US$ Million)

Total Capex

Water, Services & Utilities

Process Plant Infrastructure

General Infrastructure

Construction, Services & Support

Project Costs

Contingency

Area

Mining

Ore Transport

Leach Plant

Metals Refinery

Process Packages

Stage-1 w. LME DFS

34 34 58,5 M US$

69 69 55 M US$

12 26 62,6 M US$

5 6 16,5 M US$

12 16 39 M US$

3 4 9 M US$

135 155 240,6 M US$

65 74,5 40,7 US$

3,3 3,8 2,1 US$

3,3 2,2 0,6 US$

Opex

Maintenance Supplies

General & Admin

Total operating costs/year

Costs/tonne ROM ore

Costs**/lb nickel

Costs**/lb Ni incl. by-product sales

* Stage-1 truck transport i s  US$ 15/ tonne; Conveyor transport i s  US$ 3/tonne (DFS)

** Sul fur costs  in Stage-1 is  USD 220/tonne- was  US$ 60/tonne in DFS

Item

Mining + Transport*

Sulfur**

Other reagents & consumables

Labour
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Appendix 5.1 – Invested capital 2007 – 2011 (Source: Intex annual reports 2007 – 2011; 4
th

 

Quarter report 2012) 

  

2007 2008 2009 2010 2011 2012

4455 11674 21991 23769 24104 26 626

968 875 1059 1045 1021 944

403 0 0 0 0 0

429 779 880 990 1233 0

437 723 489 181 49 38

6692 14051 24419 25985 26407 27608

1 302 2 058 663 449 50 233

235 277 315 234 154 0

70 074 41 601 43 852 38 262 23 150 16 194

71611 43936 44830 38945 23354 16427

0 0 0 0 120 0

0 0 0 0 120 0

78 303 57 987 69 249 64 930 49 881 44 035

255 214 93 149 171 0

1 029 365 467 287 225 0

85 224 -36 199 10 412

57 1 173 1002 392 377 406

1426 1976 1526 1027 783 818

76 877 56 011 67 723 63 903 49 098 43 217

94 594 71 606 70 354 63 903 49 489 42 143

0 0 0 0 0 1 607

5 202 0 0 0 0 0

5202 0 0 0 0 1 607

2 532 3 061 2 631 0 391 533

9 784 0 0 0 0

0 2 752 0 0 0 0

20 386 0 0 0 0 0

22918 15597 2631 0 391 533

76 878 56 009 67 723 63 903 49 098 43 217

Year

S-T portion of L-T receivables from former group companies

Receivables from former group companies

Financial assets

Loans from former group companies

INVESTED CAPITAL

Total shareholders equity

Accrued operating expenses

Other current l iabilities

Trade payables

Operating liabilities

Total operating assets

INVESTED CAPITAL

Financial liabilities

Other financial assets

L-T receivables from CGC

Advance payment

Public duties payable

Pension funds, net

Financial assets related to operations

Reformulated balance sheet - INVESTED CAPITAL (US$ '000)

Deferred tax liabilities

Tangible assets

  Property, Plant & Equipment

Total non-current assets

Intangible assets

Capitalized exploration and evaluation costs

  Philippines

  Norway

  Norway (Ramnes Molybdenum)

  Greenland

Other current receivables

Cash and bank deposits

Total current assets
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Appendix 5.2 – NOPAT 2007 – 2011 (Source: Intex annual reports 2007 – 2011; 4
th

 Quarter 

report 2012) 

  

2007 2008 2009 2010 2011 2012

0 0 0 0 0 0

620 7 0 54 0 0

620 7 0 54 0 0

0 1 836 1 564 720 794 872

467 207 59 159 102 0

195 466 138 55 104 114

662 2 509 1 761 934 1 000 986

4 390 4 335 3 183 3 522 3 958 2 473

2 068 4 410 4 200 3 492 4 518 5 019

7 120 11 254 9 144 7 948 9 476 8 478

-6 500 -11 247 -9 144 -7 894 -9 476 -8 478

246 306 358 327 138 45

-6 746 -11 553 -9 502 -8 221 -9 614 -8 523

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

-6 746 -11 553 -9 502 -8 221 -9 614 -8 523

4 449 3 825 2 416 943 933 573

-41 -2 665 -2 673 -820 -52 -354

-1 264 5 415 -2 220 921 83 0

0 0 0 0 0 -1569

3144 6575 -2477 1044 964 -1 350

0 0 0 0 126 1300

-3 602 -4 978 -11 979 -7 177 -8 776 -11 173

Costs

Other operating costs

Salaries and social security

Year

Revenue from operations

Other revenue

Net revenue

NOPAT (From core operations)

Exploration costs

  Philippines

  Greenland

  Norway

Total exploration costs

EBITDA

EBIT

Tax

Tax shield

Sum taxes and tax shield

Deferred tax expense

Reformulated income statement - NOPAT (US$ '000)

Financial income

Financial expenses

Currency gains/losses

Financial income/loss

Loss from discontinued operations

Total comprehensive income

Depreciation, amortization & Impairment
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Appendix 6.1a – Regression analysis output from comparison of Intex Resources ASA and OBX 

SE Index (Source: Own creation; Based on data from Datastream collected on 21.12.2012)  

 

Appendix 6.1b – Regression analysis output from comparison of Intex Resources ASA and 

MSCI World Index (Source: Own creation; Based on data from Datastream collected on 

21.12.2012) 

  

SUMMARY OUTPUT - Intex Resources ASA & OBX SE

Regression Statistics

Multiple R 0,26514864

R Square 0,0703038

Adjusted R Square 0,06583411

Standard Error 0,12600191

Observations 210

ANOVA

df SS MS F Significance F

Regression 1 0,249721161 0,249721 15,729 0,000101

Residual 208 3,302308078 0,015876

Total 209 3,55202924

Coefficients Standard Error t Stat P-value Lower 95% Upper 95%Lower 95,0%Upper 95,0%

Intercept 0,01052548 0,008745896 1,203477 0,23016 -0,00672 0,027767 -0,00672 0,027767

X Variable 1 1,00563333 0,253564886 3,96598 0,000101 0,505747 1,50552 0,505747 1,50552

SUMMARY OUTPUT - Intex Resources ASA & MSCI World Index

Regression Statistics

Multiple R 0,226587023

R Square 0,051341679

Adjusted R Square 0,046780822

Standard Error 0,127280393

Observations 210

ANOVA

df SS MS F Significance F

Regression 1 0,182367146 0,182367 11,25702 0,000943

Residual 208 3,369662094 0,0162

Total 209 3,55202924

Coefficients Standard Error t Stat P-value Lower 95% Upper 95%Lower 95,0%Upper 95,0%

Intercept 0,010964483 0,008838052 1,240599 0,216151 -0,00646 0,028388 -0,00646 0,028388

X Variable 1 1,074495294 0,320252646 3,355149 0,000943 0,443138 1,705852 0,443138 1,705852
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Appendix 6.1c – Regression analysis output from comparison of Intex Resources ASA and OSE 

All shares Index (Source: Own creation; Based on data from Datastream collected on 

21.12.2012) 

 

Appendix 6.2 – Capex breakdown stage 1 -3 (Soruce: Own creation) 

 

  

SUMMARY OUTPUT - Intex Resources ASA & OSE All shares index

Regression Statistics

Multiple R 0,270855773

R Square 0,07336285

Adjusted R Square 0,068907863

Standard Error 0,125794442

Observations 210

ANOVA

df SS MS F Significance F

Regression 1 0,260586987 0,260587 16,46758 7E-05

Residual 208 3,291442253 0,015824

Total 209 3,55202924

Coefficients Standard Error t Stat P-value Lower 95% Upper 95%Lower 95,0%Upper 95,0%

Intercept 0,010022201 0,008743338 1,146267 0,253002 -0,00721 0,027259 -0,00721 0,027259

X Variable 1 1,159317478 0,285685024 4,058027 7E-05 0,596108 1,722527 0,596108 1,722527

No. Area Stage 1 Stage 2 Stage 3

100 25 25 30

150 10 10 10

200 266 266 266

300 0 86 0

400 176 210 176

500 37 44 37

600 74 91 74

700 22 4 4

800 32 34 32

900 95 114 95

221 271 221

959 1156 946Total Capex

Water, Services & Utilities

Process Plant Infrastructure

General Infrastructure

Construction, Services & Support

Project Costs

Contingency

Process Packages

Capex break down (US$ Million)

Mining

Ore Transport

Leach Plant

Metals Refinery
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Appendix 6.3 – Full DCF analysis and calculation of share price (Source: Own creation) 

 

  

2013f 2014f 2015f 2016f 2017f 2018f 2019f 2020f 2021f 2022f 2023-2060f

5,3 17,5 17,5 22,8 35 35 40,3 52,7

97,0% 97,0% 97,0% 99,80% 99,80% 99,80% 99,80% 99,80%

20 000 20 500 21 000 21 000 22 000 22 000 22 000 22 000

102820 347988 356475 477842 768460 768460 884827 1157081

3,30 3,30 3,30 2,20 2,20 2,20 2,11 2,11

38558 127316 127316 110583 169754 169754 187464 245145

64262 220672 229159 367260 598706 598706 697363 911936

30000 61440 101158 96600 106770 133732 127545 121668

34262 159232 128001 270660 491936 464974 569818 790269

10278 47770 38400 81198 147581 139492 170945 237081

685 3185 2560 5413 9839 9299 11396 15805

143820 383520 383520 47940 300000 855800 10000 300000 646000 10000 10000

-143820 -383520 -383520 5358 -130282 -667601 270649 141286 -196086 505021 649050

13,56% 13,56% 13,56% 13,56% 13,56% 13,56% 13,56% 13,56% 13,56% 13,56% 13,56%

-126647 -297397 -261886 3222 -68986 -311290 111129 51085 -62434 141598 160250,42

1475136

654

180

91,7

2,68

5,821

15,57

944

0,01029444

0,0599239

15 842

16,64

Variables

Value per share Hurdal US$

Fair value per share Intex (NOK)

Value per share Hurdal US$

Cash and cash equivalent US$ '000

# of shares (millions)

Value per share US$

Echange rate US$ / NOK

Value mindoro per share (NOK)

Book value Hurdal US$ '000

Royalty 2%

Total Capex

Sale of Mindoro

Discount rate

Year

Ni production (kt)

Ni price LME

Revenue

Ni cost per lb post credits

Total cost

EBITDA

EBIT

Tax rate 30%

NPV calculation of Mindoro project (US$ '000)

Ni grade %

Depreciation, amortization and impairment

Free cash flow

PV cash flow

PV 2022-2063

NPV of Mindoro (Million)
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Appendix 6.4 – Payoff from Option scheme (Source: Own creation) 

 

1 000 000 5,50 6990000 8260000

1 000 000 6,50 5990000 7260000

1 000 000 6,50 5990000 7260000

500 000 5,50 3495000 4130000

500 000 6,50 2995000 3630000

100 000 5,50 699000 826000

500 000 5,47 3510000 3510000 4145000 4145000 18,1%

175 000 4,82 1342250 1342250 1564500 1564500 16,6%

Increase 

payoff, %

19,6%

20,1%

20,6%

Payoff from option program

15520000

11390000

4456000

Henno Greensman

Number 

of options

Exercise price 

(NOK)

Payoff at US$ 

180 million

3694000

Jan Vestrum

Finn Haadem

Mimi Berdal

Jon Steen Petersen

Payoff at US$ 

200 million
Total

12980000

9485000

Total


