
 

November 20 2006
 

  

DAVY RESEARCH Bloomberg: DAVY<GO>  www.davy.ie 

Flash Note:  Company update 

Ormonde Mining 
Price: 23c Target: 35.0c Issued: 25/08/05 Previous: 45.0c Issued: 11/01/05 

High-value zinc added to La Zarza 
mineral inventory 

 

 
 

Institutional Equity Sales:  +353 1 6792816 
 

Job Langbroek 
job.langbroek@davy.ie +353 1 6148914

Caren Crowley 
caren.crowley@davy.ie +353 1 6148923
 

 

Share Price Performance 

0

5

10

15

20

25

30

35

Nov 03 May 04 Nov 04 May 05 Nov 05 May 06
50

100

150

200

250

300

350

400

450

500

Ormonde Mining Price (c) Price rel ISEQ overall index (rhs)  
 
 
 

Company data 
Reuters/Bloomberg/Xetra ORM.I/ORM ID/ORQ
Sector Resource
Shares (m) 168.5
Daily No. Shares Traded (m) 0.345
Free Float (%) 100.0
52 Week High/Low 34/13

Capital Structure 

Mkt. Cap (€m) 38.8
Net Debt/(Cash) 4.0
Deferred Consideration N/A
Pref Shares/Non Eq Min N/A
Equity Minorities N/A
E.V. (€m) 34.8
 
 
 

 

Recent research and research resources 
Recent research and financial data on Ormonde Mining 
Sector research and data on Resource 
 
 

New zinc dimension 
• Ormonde has used data from 57 drill holes to produce a 

JORC compliant inferred resource for the zinc contained in 
the massive pyrite rock unit present at La Zarza. 

• At a 4.0% zinc cut-off, the inferred resource is just short of 
3.0m tonnes. At a 3.5% cut-off, the resource climbs to 
6.5m tonnes. 

• This brings a very valuable new dimension to the La Zarza 
project and will be included in the overall bankable 
feasibility study that is now underway. 

Significant new value 
• Assuming a long-run zinc price of $2,000 per tonne, we 

estimate that the zinc mineral unit has a nominal net 
operating value in excess of $58m based on a 4% cut-off. 
This rises to over $99m based on a 3.5% cut-off as 
considerably more tonnes are available. 

• Taking into account the production profile envisaged for 
the project (450,000 tonnes per annum), this translates into 
a per share value of 6 to 10 Euro cent (c). 

• The massive pyrite unit at La Zarza is very large, and there is 
good potential to expand the resource base if required. 

Share price does not reflect mineral inventory 
• The copper and gold at La Zarza is worth 18c per share. 

Zinc at La Zarza adds 6c (using the more conservative 
tonnage), tungsten tailings 4c per share and cash 2c per 
share.  

• This means that the share price does not even reflect the 
mineral inventory available to Ormonde. It also means that 
no value is being ascribed to its extensive gold exploration 
programmes. A good result in the latter will leave the 
market very wrong-footed. 

 

Disclosures 
Davy is a member of the Irish Stock Exchange and London Stock Exchange, 
authorised by the Financial Regulator under the Stock Exchange Act, 1995. All 
prices as of close of previous trading day unless otherwise indicated. For the 
attention of US clients of Davy Securities Limited, this third-party research 
report has been produced by our affiliate, J & E Davy. Please see further 
important disclosures at the end of this report. 
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https://www.davydirect.ie/OpenR?article=/research/CompanyHome?type=home&company=9483
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Valuation 

 

Table 1: La Zarza zinc resource value analysis* 

Cut-off for zinc mineral  4.0%  3.5% 

Value per tonne resource ($) 19.6 15.3 

Tonnes ore (m) 3 6.5 

Contained value ($m) 58.80 99.5 

Produced over x years  10 10 

Discount rate  8% 8% 

    

PV value (first production in year 10)  €18.28 €30.90 

FX adjustment  €14.51 €24.50 

Interest adjustment for 30% minority  €10.15 €17.20 

    

Per share  6.0 10.3 

Source: Davy 

* We use copper at $4,400 per tonne, zinc at $2,000 per tonne and 
gold at $550 per ounce. 
 
Table 1 neatly illustrates a couple of important things: 
- If the mine output can be expanded, the value of the zinc can be 

realised earlier.  
- Reducing the minority interest (currently at 30%) in the project 

will add additional value very quickly.  
 

Our valuation for the group is as follows: 
 

Table 2: Ormonde valuation 

 Euro cent per share Euro cent per share 

La Zarza copper and gold 18  

La Zarza zinc* 6  

Salamanca tungsten 4  

Cash 2  

Total appraisal or hard assets  30 

Gold exploration 4.8  

Total all assets  35 

Source: Davy 

* If we assume a lower cut-off, tonnes can be increased and the 
value increases to 10c per share. 
 
Newsflow 

¶ Before the year-end 
- Update on the bulk testwork that is underway on the Salamanca 

tungsten tailings project; 
- Drilling results from the Salamanca gold project. 

¶ After the year-end 
- Update on resource inventory at La Zarza. This will include both 

the copper and gold Silicatado and the zinc mineralisation in the 
massive pyrite. 
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Important Disclosures 

Analyst Certification 

Each research analyst primarily responsible for the content of this research report certifies that : (1) the views expressed in this research report accurately reflect 
his or her personal views about any or all of the subject securities or issuers referred to in this report and (2) no part of his or her compensation was, is, or will be, 
directly or indirectly related to the specific recommendations or views expressed in this report. 

Share Ownership Policy 

Davy allows analysts to own shares in companies they issue recommendations on, subject to strict compliance with our internal rules governing own-account 
trading by staff members. 
We would like to advise you that: Job Langbroek holds shares in Ormonde Mining. 
We are satisfied that our internal policy on share ownership does not compromise the objectivity of analysts in issuing recommendations. 

Conflicts of interest 

Our conflicts of interest management policy is available at www.davy.ie/ConflictsOfInterest. 
Davy acts as stockbroker to Ormonde Mining. 
Davy is approved to act as market-maker in the securities of Ormonde Mining by the Irish Stock Exchange. 
Davy is approved to act as market-maker in the securities of Ormonde Mining by the London Stock Exchange. 
Davy may have acted, in the past 12 months, as lead manager/co-lead manager of a publicly disclosed offer of the securities in Ormonde Mining. 
Investors should be aware that Davy may have provided investment banking services to, and received compensation from Ormonde Mining in the past 12 
months or may provide such services in the future. The term investment banking services includes acting as broker as well as the provision of corporate finance 
services, such as underwriting and managing or advising on a public offer. 

Other important disclosures 

A description of this company is available at www.davy.ie/RegulatoryDisclosures. 
A summary of our standard valuation methods is available at www.davy.ie/ValuationMethodologies. 
All prices used in this report are as of close on the previous trading day unless otherwise indicated. 
A summary of existing and previous price targets for each company under coverage, together with an indication of which of these companies are Davy clients, is 
available at www.davy.ie/PriceTargets. 

Stock Exchange Act 1995 

Davy is a member of the Irish Stock Exchange and the London Stock Exchange, authorised by the Financial Regulator under the Stock Exchange Act, 1995. No 
part of this document is to be reproduced without our written permission. This publication is solely for information purposes and does not constitute an offer or 
solicitation to buy or sell securities. This document has been prepared and issued by Davy on the basis of publicly available information, internally developed data 
and other sources believed to be reliable. Whilst all reasonable care has been taken in the preparation of this document, we do not guarantee the accuracy or 
completeness of the information contained herein. Any opinion expressed (including estimates and forecasts) may be subject to change without notice. We or 
any of our connected or affiliated companies or their employees may have a position in any of the securities or may have provided, within the last twelve 
months, significant advice or investment services in relation to any of the securities or related investments referred to in this document. 

US Securities Exchange Act, 1934 

This report is only distributed in the US to major institutional investors as defined by S15a-6 of the Securities Exchange Act, 1934 as amended. By accepting this 
report, a US recipient warrants that it is a major institutional investor as defined and shall not distribute or provide this report or any part thereof, to any other 
person. 

Distribution of research to clients of Davy Securities Limited in the US 

Davy Securities distributes third-party research produced by its affiliate, J & E Davy. 
Davy Securities is a member of NASD and SIPC and is authorized by the Financial Regulator under the Investment Intermediaries Act, 1995. 
Davy Securities does not act as a market-maker. 
Neither Davy Securities nor its affiliates beneficially own more than 1% of any class of common equity securities of this company/these companies. 
This information was current as of the last business day of the month preceding the date of the report. 
An affiliate of Davy Securities may have acted, in the past 12 months, as lead manager/co-lead manager of a publicly disclosed offer of the securities in Ormonde 
Mining. 
Investors should be aware that Davy Securities may have provided investment banking or non-investment-banking services to, and received compensation from, 
Ormonde Mining in the past 12 months or may provide such services in the next three months. The term investment banking services includes acting as broker as 
well as the provision of corporate finance services, such as underwriting and managing or advising on a public offer. 

Confidentiality and copyright statement 

Davy, Research Department, Davy House, 49 Dawson St., Dublin 2, Ireland. 
Confidential © Davy 2006. 
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