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Dear Shareholders and Colleagues, 

 
Bank holiday reading 

As May draws to a close with another bank holiday, we have a couple of articles to share 
with you for your weekend reading. 

The first is from the ‘Share Prophets’ website, where chartist Zak Mir gives a chart buy signal. 
You can read the article online by subscribing free to ‘Share Prophets’ by clicking this link. 
You can also read their article on our website. 

The second is a reflection piece written by Andrew for your interest, which is published at 
the end of this note. 

Jupiter news 

Although there is a negative sentiment floating around the market at this current time, we 
remain as positive as ever – if a little frustrated at the delays we’ve had to face.  

There is still good news to be found, however, and this week it is the recent rise in 
manganese price and positive news from Jupiter Mines that is cause for optimism. 

Andrew returned from Perth late last week where he met with the JMS board to hear the 
latest progress report on Jupiter Mines’ Tshipi manganese project in South Africa. 

Following the first shipments at the beginning of the year, progress has been substantial with 
load-out times on to the trains now among the world’s best.  

The charts below demonstrate the continued demand for manganese, with improving 
prices for South African suppliers such as Jupiter. 
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The strengthening in the manganese ore price recently will have a significant impact, as will 
the decline in South African rand against the US dollar (manganese is priced in dollars) – 
please see chart on previous page.  

We are positive on the manganese price outlook and this major mine will, on current 
projections, be in operation for decades to come and makes Jupiter a valuable stock. 

Investors have failed to appreciate the progress made by Jupiter and the quality of this 
asset but when the market recovers we expect Jupiter to be a strong performer. 

We believe Jupiter to be one of the cheapest and highest quality stocks in the market and, 
at least on fundamentals (if not in stock prices), our judgement has been vindicated. It has 
been very disappointing to us to see £30m wiped off the value of our JMS holding, but we 
look forward to the time when the price recovers. 

A brief note on Greenland 

We are frequently asked whether the Greenland transaction is proceeding. We’ve 
repeated many times that it is, and if we had the slightest indication that it was not, we 
would announce it immediately. If you have written or are thinking of writing to us with this 
question, we are unable to say anything further so please be patient. 

Please note that the phone number and address for Red Rock has now changed, and our 
new details can be found on our contact page. The exploration@rrrplc.com email address 
remains the same. 

I wish you all a wonderful bank holiday weekend. 

With kind regards, 

Natasha 

 

BANK HOLIDAY MUSINGS – BY ANDREW BELL 
 

 
 
 
 
 
 
 
 
 
 

 
 
           A bank holiday Monday sometimes just extends a wet weekend; one returns to 
           work jaded and regretting the lost day. The sun changes everything. At this time of 
year there is also the hope that one of those days may be the day on which the cherry 
blossom bursts out.  The weekend of the May bank holiday had in most parts of the country 
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at least one perfect English Spring day, and in the south the cherry was out, so I hope 
readers found it possible to relax. Perhaps like me some of you found it conducive to 
reflection. 
 
It was not possible to escape entirely, reflection on issues close to home. The Times’ market 
report on that Saturday began, 
 

“The beating meted out to commodities prices since the autumn has 
been one of the market’s main themes this year.....that is set against a 
Footsie nearly 11% higher so far this year and back at its best since 2007, 
and an S&P 500 on Wall Street powering through 1,600 points for the first 
time. Mining shares have staged a galloping retreat, while the London 
stock market they dominate has been on the charge. And if the majors 
have been bruised, the juniors have been battered. On AIM, many 
languish at their cheapest in years.” (Times’ Market Report, 4th May 2013) 

 
That’s us. 
 
The Telegraph’s market report began by reporting Goldman Sachs’ views on gold:  
 

“Yesterday, Goldman ran a rule over those companies that dig for the 
metal, putting shares in African Barrick Gold under pressure......the key 
issue for ABG is that all three of its operating mines have a total cash 
cost above our gold price forecast in 2013-15, which implies that all 
three may need restructuring’. (Telegraph Market Report, 3rd May 2013) 

 
That’s our near neighbours in Africa.  
 
However, later reports in the Times on that Monday described Chinese buyers descending 
like locusts on the gold retailers of Hong Kong over the weekend, leaving them entirely 
without stock, as the Chinese retail market greeted an opportunity to buy at low prices, and 
the report speculated that the hopes of any traders hoping to close their shorts below $1300 
per oz could be disappointed by the strength of this consumer demand. I remember that 
this year for the first time the Chinese New Year was a bigger factor in gold demand than 
the Indian wedding season, though it is only fairly recently that Chinese investors were 
permitted to hold gold. 
 
That has implications for us too.  
 
There were articles about the Chinese growth rate slowing, with suggestions of a difference 
in opinion between those who want to see a slowdown to a more sustainable level of 7% or 
less, and conservatives who believe that a higher growth is essential to avoid social 
upheaval. Articles about the Chinese growth rate tend to be accompanied by comments 
on the fall in commodity prices and gloomy predictions of further falls. 
 
This is our sector, and it will affect us if sentiment towards it is poor. 
 
Then there were some thoughtful reports about what a bad investment bonds were, and 
how Governments in the West were going to repeat the neat trick of keeping interest rates 
down while letting inflation rise a little, so that the negative real interest rates and inflation 
that together brought down the National Debt in the U.K. between the end of the war and 
1980 would be repeated.     
 



 
 
Indeed, it was pointed out that they are already doing this: in recent years real bond returns 
have been -1.8%. 
 
Does all this have implications for equity returns? Gold? Commodities? 
 
I noted the following suggestions: 
 

1. This may be a zone in which there is long term value to be picked up in the mining 
sector. One could not say it is safe to buy, because the hurt may not be over, and 
one cannot say that all assets and all stocks are cheap, but in a market where 
almost everyone seems pessimistic, the selling has been indiscriminate, and there are 
few buyers, then a little convinced buying might have a great effect. Three weeks 
later: many charts seem to have bottomed in our sector, not least our own, if 
chartists such as Zak Mir are to be believed. 

 
2. The U.S. and much of the near-developed world is showing better growth; even the 

UK may be showing recovery signs; the Eurozone is less positive but that is a special 
case. Prices are discounting a ‘hard landing’ in China, and investors are already 
looking to the demographic time-bomb lying in wait; this seems too pessimistic too 
early. Therefore commodities may be oversold, given that the increase in production 
in the last decade has often been at marginal prices near current levels. 
 

3. Either the extent to which social deference has been replaced by deference to big 
Government has been underestimated, or the role of Central Banks and 
international agencies in setting bond prices has been even stronger than has been 
apparent, as so far Governments have been able to get away with issuing debt at 
negative real interest rates. Despite the lessons of the last generation. If this 
continues, gold has no holding cost vis-a-vis bonds; if it does not, then inflation rises 
further and currencies look unstable, which is historically good for gold. Three weeks 
later: more and more articles are being written about the beginning of a long term 
bear market for bonds; on the other hand the gold price falls further. 
 

4. Since much gold production is at a marginal cost not far below the current level, 
and gold mines tend to be short-life, we can speculate that (a) new gold supply 
may have difficulty keeping up with exhaustion of existing mines, and (b) gold prices 
have more percentage upside potential than downside potential. Three weeks later: 
in the course of a visit to Australia, I ask everyone I meet about breakeven prices for 
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gold production, and find a consensus that at $1100 at lowest 50% of production 
becomes uneconomic, suggesting a 10% maximum downside for gold. 

 

So I ended that weekend relaxed, confident in the long term, but uncertain how near we 
were to the bottom and worried about the erosion in our share price as a result of the delay 
to our Greenland transaction. Now, three weeks later, looking back at this note written for a 
newsletter never sent out before my trip to Australia, I see the price and trading volumes 
higher, a chart recommendation of our stock, and optimism all around me. I ask myself, 
although I cannot answer the question, ‘Have we, perhaps, seen the bottom?’  
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