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My guess is 
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intensive business. They suffer from 
chronically, indeed pathologically, poor 
management; political interference makes 
trying to run a proper operation in them al-
most impossible. Levels of taxation, on 
mines in particular, are ridiculously high. 
Worker competence and morale are very 
low, and alcoholism is a real problem. 
Most important, there's a probability of 
widespread civil war throughout the old 
Soviet empire. 

Regardless of current inventory levels, 
supply disruption from either South Africa 
or the former USSR is probable, and would 
be devastating in a market where produc-
tion is only 60% of demand, especially if 
demand is rising. 

How much would a supply disruption 
affect the uranium price? That's hard to 
quantify, but the Oren Benton affair offers 
an indicator. Oren Benton used to be one of 
the largest players in the uranium market, 
through his company Nuexco. Broker Rick 
Rule and I had lunch with Benton early in 
1995, and he seemed somewhat distracted. 
The reason for that, it turned out, was that 
he was short several million pounds of ura-
nium that he couldn't deliver; his subse-
quent default resulted in his bankruptcy. 
The companies he owed had to buy it in the 
open market, and that brief, relatively small 
disruption increased the uranium price by 
over 50%, despite the fact that above-
ground supplies then exceeded today's sup-
plies by about 200 million pounds. 

A systemic disruption from a major 
producer could have a much more profound 
impact. I think such a disruption is a near 
certainty at some point. 

Weapons conversion— 
From the 1940s through the '60s, the 

military was the major consumer of ura-
nium, for use in nuclear warheads. But 
since the early '90s, it's not only stopped 
building new ones, but is talking about de-
activating many of those in existence, and 
converting their weapons grade uranium to 
fuel. 

Depending on the number of warheads 
involved, the conversion of weapons grade 
uranium could have a huge effect on sup-
ply. Remember that weapons grade ura-
nium is almost pure U235, the fissionable, 
and therefore most valuable isotope. I cer-
tainly can't give you an accurate estimate 
of how much there is; the numbers are a 

government secret. A substantial majority 
of military weapons inventory is undoubt-
edly plutonium, not uranium, anyway. 
Plutonium is generally a better material 
for bomb making and cheaper to acquire 
(since it's a by-product of fission in most 
reactors). 

It's hard to predict to what degree the 
U.S. military will actually deactivate 
some of its nuclear weapons and, if it 
does, to what degree it will simply keep 
the U235 in inventory for its own pur-
poses. Rebuilding its inventory would be 
a slow, expensive, and complex opera-
tion. The fact it already has enough weap-
onry to destroy all the world's population 
centers about 100 times over is beside the 
point. 

That's also true in the case of ex-So-
viet military material, but the problem is 
compounded by a variety of political and 
quasi-political factors. In today's Russia 
there is no consensus over who even owns 
the material, much less what to do with it. 
The Russians will tend, I believe, to leave 
it in inventory as a "national treasure," or 
a "state secret," or some such nonsense, 
just on general principles. Indeed, the 
Russians are even talking about rearming. 

If this uranium is sold, the question is 
by whom, to whom, and for how much? 
But the Russians can't even decide how to 
answer these questions. In fact, an 
agreement where Cameco (the private 
sector's largest uranium entity) and 
Cogema (the French parastatal concerned 
with uranium) would have bought and re-
processed major inventories of Russian 
material came apart earlier this year pre-
cisely because the Russian bureaucrats 
couldn't divide the sales proceeds 
amongst themselves in any manner that 
satisfied enough of the players. 

My guess is that military inventories 
of uranium, as well as Russian civilian in-
ventories, are going to pretty much stay 
where they are, even though the market 
sees them as a massive "overhang." If 
they sell as expected, they're neutral to 
the price, because they're already dis-
counted by the market. If they don't sell, 
it's a big positive for uranium prices. 

MOX and breeders— 
MOX is "mixed-oxide" fuel, a combi-

nation of uranium and plutonium, and a 
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product of the reprocessing of spent 
nuclear fuel rods; reprocessing is expen-
sive, but so is enrichment. On the other 
hand, reprocessing cuts waste storage, 
and that's expensive too. It's hard to de-
termine what the real economics are on 
either MOX or breeder reactors, but that 
may not even be a serious consideration, 
because decisions like this are typically 
made by politicians, not the market. A 
mixture of MOX and conventional fuel is 
already used in some reactors in Europe, 
and is could ultimately reduce uranium 
requirements by several percent. 

Breeder reactors are capable of creat-
ing more U235 (and plutonium) than they 
consume, and could also substantially re-
duce the need for newly mined supplies. 
The problem with both breeders and 
MOX is that they vastly increase access 
to weapons grade material. I consider 
both excellent technologies, and both are 
negative for uranium prices. But because 
of political realities, namely fear of weap-
ons proliferation, I doubt either will be 
much of a factor. 

United States Enrichment Corporation 
(USEC)— 

The USEC was set up by the Depart-
ment of Energy to handle its uranium op-
erations, and its 75 million pounds of 
material represents the world's largest 
single stockpile. This inventory weighed 
especially heavily on the market before 
the USEC was privatized earlier this year 
because it was feared that they'd simply 
dump uranium on the market, so the gov-
ernment could do something else with the 
money. As it stands now, however, they'll 
likely keep their inventory, parceling it 
out at increasing prices over time. The 
USEC, therefore, has a vested interest in 
higher uranium prices, and it's gone from 
being a negative to a positive influence 
on the uranium price. 

Of course, since the utilities them-
selves are the main users of uranium, they 
also have, in aggregate, the largest 
inventory. 

Utilities stockpiles— 
Utilities around the world have about 

150 million pounds of fuel in inventory; 
that's less than one year's requirements, 
and an historically low number. 

When uranium prices were rising in 

the late 70s, many utilities hoarded mate-
rial (much as some automobile drivers 
hoarded gasoline) when it looked as if 
there would be a shortage. Some utilities 
were reported to have over five years of 
fuel in inventory in the early 1980s, and 
those same utilities dishoarded as prices 
dropped, accelerating and deepening the 
decline. When supplies again tighten and 
prices begin to rise, utilities will likely 
hoard again, accelerating the process. This 
is standard behavior in industries where de-
mand is inelastic relative to price, and 
prices are rising. 

Today's low stockpile levels are poten-
tially a big positive for the uranium price. 

So what will the price of 
uranium be? 

You'll find lots of projections for the 
uranium price, in good measure depending 
on the interests of the group making them. 
The DOE projects it at $16 in 2010; others 
who have a reason to be bullish build an 
argument it could go back to the levels of 
1980, which would be on the order of $100 
today. 

As you look at the variables, it's easy 
to see why any "forecast" (funny how that 
word sounds more legitimate than "predic-
tion") is really just crystal ball gazing. In 
1980, estimates were that by the year 2000 
world demand for yellowcake would reach 
390 million pounds per year, more than 
twice current usage. It's reminiscent of the 
prediction made by Texaco economists in 
1980 that oil was going to $60 a barrel by 
1990. As I explain in the supplement on 
nuclear power, economists grossly over-
estimated usage in 1980, just before fuel 
prices crashed. Today they're grossly un-
derestimating usage, just before prices take 
off. It doesn't surprise me, considering the 
sorry state of economics today, that most 
economists are always wrong; but it is a 
mystery why people rely on them more 
than ordinary fortune tellers or tea leaf 
readers. 

I am, incidentally, also very bullish on 
oil prices for a whole set of reasons there is 
no room to cover now. That said, there's a 
lot more potential upside in uranium than 
oil, simply because uranium demand is 
very inelastic relative to its price. If oil 
skyrockets, people react by flying and driv-
ing less. But since nuclear plants consume 
very little uranium relative to the volume 
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Professionals 
are buying 
shares in ' 
resource 
companies 
now—gold, 
oil/ uranium, 
etc.—because 
they're all 
extraordinarily 
depressed.... 

They'll sell 
them at a 
multiple to the 
public in a 
few years, 
and the whole 
cycle will 
begin again. 

of electricity they create, uranium prices 
are relatively inconsequential to usage. A 
large scale, modern plant, burning 1 mil-
lion pounds of fuel might have a current 
fuel bill of perhaps $75 million ($10 mil-
lion of that is for uranium, the rest is en-
richment cost) because most plants need to 
burn low enriched uranium (i.e., 3-5% 
U235), which is more costly than 
yellowcake (i.e., 0.7% U235). The total 
cost of operating the plant, including inter-
est, depreciation, labor lawyers and lobby-
ists might exceed $300,000,000. With fuel 
costs being such a small percentage of total 
operating expense, nuclear plants have 
little sensitivity to fuel price increases. 

Uranium has experienced two previous 
booms. The first was in the '50s, driven by 
the huge buildup in nuclear weapons; for-
tunes were made in the shares of small ura-
nium exploration firms, mostly traded on 
the now-defunct Salt Lake City Stock Ex-
change. I even recall an installment of/ 
Love Lucy which had Ricky buying them. 
It was all over by 1960, when it became 
apparent the world's militaries already had 
enough bombs to destroy the planet several 
times over. 

The second boom began in the mid-
'70s, driven by high oil prices, and the ex-
pansion of nuclear generating capacity 
from 3% in 1970 to a peak of 25% in 1985. 
The stocks had another run that peaked in 
1979, with $43 yellowcake prices. That 
bull market was brought to an end (on the 
demand side) by a change in perceptions 
brought about by the problems at Three 
Mile Island in 1979 and Chernobyl in 1984 
and supply increases from new mining and 
discoveries like Cameco's large, super 
high grade Cigar Lake and McArthur 
River deposits in Saskatchewan in the 
early '80s. High prices predictably, bring 
on new discoveries and production; low 
prices, such as we've had for 15 years 
now, inevitably do the reverse. New mine 
production hit an all-time high of 175 mil-
lion pounds in 1981 (when Western de-
mand was only 56 million), and declined 
steadily to a low of 91 million pounds in 
1996. 

These wild imbalances in supply and 
demand, accompanied by equally wild 
swings in price, often surprise people who 
aren't familiar with the resource business, 
but it is the very nature of the beast. It's re-
ally only possible to raise money to dis- 

cover deposits and build mines when 
prices are high, because that's when the 
typical investor thinks he'll make a kill-
ing. Of course the industry takes advan-
tage of that window, resulting in an 
immense amount of new capacity. Mean-
while, the same high prices that encour-
age new production also start to 
discourage new consumption. Which 
means by the time the new production 
hits the market after a time lag of several 
years, both prices and physical demand 
have collapsed—as have share prices of 
surviving companies. That is when pro-
fessionals who understand the way these 
things work open up their checkbooks, 
because the resource business—oil, pre-
cious metals, grains, you-name-it—is as 
cyclical as the seasons of the year. It's 
just that each commodity has its own pe-
culiarities. Professionals are buying 
shares in resource companies now—gold, 
oil, uranium, etc.—because they're all ex-
traordinarily depressed. They'll sell them 
at a multiple to the public in a few years, 
and the whole cycle will begin again. 

The basic argument for higher ura-
nium prices boils down to supply and de-
mand. It's pretty clear what the 
approximate minimum demand will be 
over the next decade: about 1.8 billion 
pounds. The chart on page 7 shows sup-
ply from all sources, including an esti-
mated 200 million pounds of U3Og 
(uranium oxide) equivalent from weapons 
(which may or may not materialize), an-
other 140 million of former Soviet Union 
production (which may or may not mate-
rialize), as well as reprocessed MOX fuel 
(which may or may not materialize), and 
current excess inventories. The difference 
is going to have to be made up from new 
mine production, and I think the chart 
grossly understates the amount of new 
production that will be needed. A good 
part of it will come from deposits that are 
definitely profitable at these levels; at 
least 300 million pounds are going to 
have to come from higher-cost deposits. 
And they're not going to be mined until 
the price goes up considerably. 

The price should start to move sig-
nificantly sometime in 1999, even if 
there's no outside catalyst, because total 
world inventories will fall below what's 
needed for the next 18 months. That's a 
magic number because it takes 12-18 
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Summary of World Uranium Supply and Demand Expressed 
Forward Inventory (in millions of Ibs. of U3Og) 
Annual                                      Total                                      Annual New Mine         
Available             Total          Inventory Year             Supply          Inventory          
Supply             Demand          Change 

in Years of 
Suppy/Deficit 
As Years Of 
Inventory 

1997 109.8 307.0 416.8 163.9 252.9 1.54 
1998 119.2 252.9 372.1 161.8 210.3 1.30 
1999 125.4 210.2 335.7 161.3 174.3 1.08 
2000 129.7 174.3 304.0 160.2 143.8 0.90 
2001 137.4 143.8 281.2 163.5 117.6 0.72 
2002 144.0 117.6 261.5 164.7 96.9 0.59 
2003 150.8 96.9 247.6 168.7 78.9 0.47 
2004 152.7 78.9 231.5 164.6 66.9 0.41
2005 157.6 66.9 224.5 171.6 53.0 0.31 
2006 158.9 53.0 211.8 166.0 45.9 0.28 
2007 160.3 45.9 206.2 167.3 38.9 0.23 
2008 159.5 38.9 198.3 165.8 32.6 0.20 
2009 160.5 32.6 193.1 163.8 29.3 0.18 

 1,865.8  3,484.3 2,143.2   
Source: Energy Information Administration, Department of Energy 
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months to manufacture fuel from raw 
material. The table above sums up the 
best-case scenario. It takes a basically 
optimistic view on both mine supply and 
inventory, and a low-ball estimate of 
usage. 

Having said price forecasts are worth 
little, I'll make a guess. Uranium will 
trade to over $20 within the next two 
years, and is quite capable of spiking to 
$30, $40, or possibly much more. 

The leverage of uranium producers 
If I'm correct, and the price of ura-

nium increases substantially, shareholders 
of uranium companies will enjoy lever-
aged profits, for four reasons: 

1. As commodity prices rise, produc 
ers' operating margins rise much faster. A 
low-cost uranium producer with $ 10 pro 
duction costs has a $1 per pound margin 
in an $ 11 market. If the price of uranium 
rises 50% to, say, $16.50, the producer's 
operating margin increases from $1 to 
$6.50. In this case a 50% product price 
increase generates more than a 500% 
margin increase, a tenfold advantage. 

2. The increase in margin gives the 
company's reserves (currently economic 
material, a.k.a. ore) and resources (miner 
alization which is not economic at current 
prices, but could be at higher prices) a 
similar boost. A company with 25 million 

pounds of reserves, producing 2 million 
pounds a year, not only enjoys fivefold 
gains in operating margins, but a fivefold 
gain in the net present value of future cash 
flow. Especially in the case of small com-
panies, as mineral resources become eco-
nomic reserves, there is a quantum 
escalation in value. A small company may 
own 100 million pounds of uranium in 
rock that costs $12 per pound to mine; that 
resource has no present value with uranium 
at $11 per pound. At $16.50 per pound, the 
operating margin of the resource would be 
$4.50 per pound, resulting in an in situ (in 
ground) valuation of as high as $1 per 
pound, or $100 million for a previously 
valueless deposit! 

3. The spot price is a benchmark, but 
only about a third of uranium sales take 
place in the spot market; most are long-
term, private contracts. Because they offer 
security of supply, these contracts usually 
involve substantial premiums to the spot 
price. In some ways, it resembles the for-
ward selling of gold at higher prices. Many 
long-term contracts now involve $15-$ 18 
uranium prices, roughly 50% premiums 
over the current spot, which is the main 
reason most producers are even in business 
today. It's hard to say if the forward mar-
ket will stay at a premium (a normal, or 
contango market), or even trade at a dis-
count (backwardation). But if the spot 
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price escalates to the extent I believe it will, the new 
contract prices could escalate disproportionately. Worst 
case, however, a producer can always sell into the spot 
market. 

An escalating contract premium adds value to com-
panies with large reserves and resources because they 
could use that base to secure a long-term contract, and 
use the sales agreement to acquire yet more reserves and 
resources—excellent additional leverage. Neither the 
ability to secure a contract, nor a knowledge of the in-
dustry (something in short supply after an 18-year bear 
market) shows up on balance sheets, but both are ex-
traordinarily valuable assets. 

4. Finally, higher uranium prices would switch in-
vestor sentiment from bearish to bullish. Then, as Wall 
Street belatedly reacquaints itself with uranium, compa-
nies will get value for assets which everybody could care 
less about today. A whole new "uranium boom" is pos-
sible where uranium cash flows and net present values 
migrate from being assigned a below-average market 
multiple to an above-average market multiple. There are 
so few uranium stocks, with such tiny combined market 
caps—roughly 5% that of gold stocks, which are them-
selves tiny—that even a hint of buying can take their 
prices to the moon. It's been an 18-year bear market; I 
doubt, especially in view of the fundamentals, that this 
will be the first bear market in history that's not followed 
by a bull market. As the price of the commodity rises, 
the shares of producers should rise disproportionately 
(by 10 times in our example), and shares of exploration 
companies might increase exponentially. 

The trick for the speculator is to find companies that 
are cognizant of the opportunity, and have the business 
plan, the knowledge, and the resources (both geological 
and financial) to exploit it. The type of company I want 
should now be buying marginal resources, and have the 
ability to put them into production quickly, preferably 
using fixed price contracts. To do that, they must have 
knowledgeable, reputable uranium people in place now. 
Last, but not least, they must have the financial backing 
to allow them to survive until the inevitable becomes im-
minent. 

Do these companies have names? 
The largest publicly traded uranium producer, by an 

order of magnitude, is Cameco (CCO.T, C$27.25), a 
long-standing recommendation here. In many ways, it's 
an ideal holding for the next few years. The company 
pays a C$.50 dividend, earned C$2.60 a share in 1996 
and C$1.51 in 1997, produced 19.3 million pounds of 
yellowcake (about 19% of the world supply), and 
200,000 ounces of gold as a bonus. With 57.4 million 
shares out, it's the only uranium producer that's not a 
microcap, and therefore easy for institutions to buy. 
Cameco could easily go to $200 in a bull market, and as 
the premier company in the business it should be a core 
holding. Call the company in Saskatoon for a care pack- 

age and future press releases, at 306-956-6400. 
But the leverage is with the smaller companies. The 

ones I'm zeroing in on are International Uranium 
(IUC.T, C$0.40) and Strathmore (SMR.V, C$0.27) in 
North America, and Paladin (PDN, A$0.12) in Australia. 

There are seven other publicly traded North Ameri-
can uranium companies: Denison (DEN.T, C$0.14), 
JLJranium Resources (URIX, US$0.50); Anaconda Ura-
nium (ANU.V, C$0.09), Southern Cross (SXR.T, 
C$1.10), US Energy (USEG, US$3.06), Worldwide 
(WWS.T, C$0.07), and JNR Resources (JNN.V, C$0.11). 

There are, in addition, several more traded in Austra-
lia, but most aren't suitable for North Americans simply 
because they're too hard to track and stay informed 
about. Despite that, I found the Paladin story so strong 
that it had to be included. 

I think almost any uranium company is OK to buy 
right now. But it doesn't make sense to own them all 
when you can cherry pick. The stories that make the 
most sense to me are International, Strathmore, and Pala-
din, and they're what I will own, as well; this letter is, 
you'll recall, nothing if not a running commentary on 
what I'm doing and why. My time frame for holding is 
two years; my objective is a 10-bagger. 

The broker who's most knowledgeable in the area is 
certainly Rick Rule (800-477-7853, 760-943-3939). In-
deed, he's not only very knowledgeable, but the only 
broker who is. Just another sign that this is, in fact, the 
bottom. Rick has authored his own uranium report, free 
for the asking to my readers. It can also be downloaded 
from the worldwide web at www.uraniumstocks.com. • 

Paladin 
Australia is believed to contain about a third of the 

world's known uranium reserves^ which is especially im-
pressive in view of the fact there's been little exploration 
here for almost 15 years. That's because in 1984 an ac-
tivist left-wing government—something Australians are 
burdened with more often than not—instituted what was 
known as the "three mine policy." This effectively shut 
down all nuclear research on the continent, and prohib-
ited the opening of any new uranium mines, leaving only 
the three which were producing at the time. Only two of 
those remain, the Ranger operated by ERA, and the 
Olympic Dam (essentially an underground copper mine 
with uranium credits) operated by WMC. Together, how-
ever, they're large enough to account for 11% of world 
production, evidence that Australia is prime uranium coun-
try. The good news is that Australia reverted to a pro-ura-
nium policy early in 1996, and recent re-election of the 
federal government ensures this will continue. 

The long disruption in the development of the Aus-
tralian uranium industry, however, created many oppor-
tunities which Paladin has taken advantage of, placing 
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itself in the top rank of uranium juniors with a portfolio 
of properties giving it the lion's share of ISL (see below) 
prospective ground in Australia. 

The value of information and knowledge 
Among many other mining companies exploring in 

Australia before the shutdown was Uranerz, the local 
arm of Uranerzbergbau, a large German concern special-
izing in uranium, as their name implies. Hoping for the 
return of better times, it stuck around, exploring and 
building its database until 1991, when it finally decided 
to pull the plug. Uranerz was run by geologist John 
Borshoff from 1976 until its demise, and he learned a lot 
in that time, including how expensive it is to do geologi-
cal field work. When Uranerz left the country, he 
thought ahead and acquired the database it had as-
sembled over 19 years, using up to 30 geologists, at a 
cost of over A$50 million. 

He vended the entire database into Paladin in 1993, 
and the next year floated the company, raising A$7 mil-
lion (US$5 million at the time); a value of A$2 million 
was assigned to the database, and it was assumed it 
would be used for gold prospecting, since uranium can 
be an indicator mineral for gold. The database has been 
overshadowed by the company's subsequent acquisi-
tions; but the acquisitions were made possible in good 
part because of the information the database contains. 
And it contains an immense amount of information on 
all known metal mining regions of Australia: a library of 
700 volumes, 8,000 microfiche files, 10,000 maps and 
photographs, and thousands of project reports. Its value 
is immense; the alternative to having it is to spend mil-
lions acquiring it. 

In 1996, Borshoff saw the potential in uranium, and 
redirected Paladin's focus there. Since then the company 
has acquired three projects, giving it a resource of 64 
million pounds of uranium. Borshoff heads up Paladin, 
but its other officers and directors are Australians with 
good track records in mining and finance. One decision 
they've made is to concentrate on "in situ leach," or ISL, 
uranium prospects. 

In situ leach 
Heap leach technology (the process wherein you 

stack ore on an impermeable pad, sprinkle it with sol-
vent, and recover value from the pregnant solution) has 
revolutionized the gold, copper, and uranium industries, 
making it possible to recover metal that was previously 
uneconomic. Indeed, in most cases it's now more profit-
able to process low-grade ore by heap leach, than high-
grade ore with conventional processes. 

In situ leach (used only with uranium at present) 
takes the process one step further; with ISL it isn't even 
necessary to dig the ore and place it on a pad. Instead, a 
series of bore holes are drilled in the orebody, and water/ 
solvent solution is injected, dissolving the uranium; the 
solution is then pumped out of a separate bore hole. The 

process makes it unnecessary to even move rock, much 
less crush or mill it. The orebody is never even exposed 
to the atmosphere; there are no shafts, pits, waste dumps, 
or tailings involved in the process. Of course, not all ore-
bodies lend themselves to this method, because it re-
quires both highly permeable rock, and a properly 
situated water table. 

ISL was developed in the United States, where it 
now accounts for 52% of uranium production. Because 
of considerably lower capital costs (typically US$15-20 
million, about one third of conventional methods), as 
well as perhaps 25% lower operating costs, ISL makes it 
possible to mine orebodies that are both considerably 
smaller and lower grade (typically less than 0.15%, or 
less than half what was previously possible). In situ 
leach is not only highly economic, but sometimes it's the 
only method that can be permitted for mining because of 
the public's and government's fears of uranium mining 
by other methods. The same is true for a mill; all mills 
are expensive, and uranium mills are as hard to permit as 
the mines themselves. 

ISL is the technology most new uranium mines will 
use in the future, including most of those Paladin will 
develop. 

Uranium properties 
Paladin's database for Australia is the heart of the 

company, but it's something of an intangible. Its three 
advanced uranium properties, two in Western Australia 
and one in Malawi, and highly prospective ground in the 
Frome Basin area are, however, what will get most of 
the market's attention for the near term. 

1. Manyingee—Located about 30 miles from the 
ocean in far Western Australia, Manyingee was taken to 
pre-feasibility by the previous owner, a JV between 
Cogema of France and Urangesellschaft of Germany, 
two other majors winding down in Australia. It was an 
excellent deal; Paladin agreed to pay A$3.5 million over 
two years, even though A$16 million had already been 
invested in the property, including successful test leach-
ing. The price included the Oobagooma property de-
scribed next. 

Why so cheap? It's actually not all that unusual. I've 
seen this type of thing dozens of times, in both mining 
and oil, with a major almost giving away an excellent 
property. There are lots of reasons for the phenomenon, 
but they boil down to the fact that 95% of large organi-
zations are bureaucratic, and therefore innately dim and 
mismanaged; the bigger they are the worse it is. Few of 
their top managers and none of their middle managers 
own stock, and it shows. The cartoon strip "Dilbert" isn't 
funny because it's untrue! Interestingly, the same is true 
when a major goes to buy a property; they always seem 
to do so at market peaks, and pay top dollar. As risky as 
the juniors are to hold, at least there can be real upside 
because they're entrepreneurial; majors survive mainly 
because of inertia. 
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Like all ISL projects, Manyingee is low grade (17.6 
million pounds of uranium at 0.12%, with potential for 
expansion), but also low cost. Total capital to take it 
through feasibility and into production is estimated at 
A$35 million from now through 2002, when net 
cashflow (based on US$17 uranium prices) should start 
at the rate of about A$13.5 million per year, going on 
through at least 2013. The NPV of Manyingee alone, at a 
10% discount rate, is A$48 million, approximately 5 
times the market cap of the whole company. 

2. Oobagooma—This is a much earlier stage, but 
also potentially larger, project (up to 27 million pounds 
of 0.10- 0.15% material, of which 22 million pounds 
have been identified, grading .14%), also near the coast 
in Western Australia, also acquired from the Cogema/ 
Urangesellshaft JV. The exact resource and its econom 
ics are somewhat uncertain, since only A$5 million was 
spent on this large concession in widely spaced drilling 
by the JV previous owners. 

3. Kayelekera—In 1998 Paladin acquired the right 
to 80% of this project in northern Malawi from Balmain, 
another Australian junior, for a promise to spend 
A$500,000 advancing it over the next three years, plus 
make cash payments to Balmain of another A$ 160,000. 
Balmain acquired it from the Central Electricity Generat 
ing Board of Great Britain (CEGB). Malawi is one of the 
more advanced and least corrupt African countries, and 
actually a fairly pleasant and peaceful place. 

Kayelekera is a very advanced and well-delineated 
project; CEGB spent A$9 million taking it through both a 
pre-feasibility study (1987) and a full feasibility study 
(1991), but based on a conventional open-pit operation 
for its 25 million pounds of uranium contained in 
0.187% ore. The 1991 study concluded the deposit had 
marginal economics, but this doesn't bother me for two 
reasons. First, although it's low-grade ore for a conven-
tional deposit, advances in mining technique have been 
made in the subsequent years. Second, uranium was un-
der $10 at the time of the feasibility study. 

4. Paladin has a number of uranium exploration 
properties and here is where the real growth will come 
from. Perhaps the most interesting is the Frome Basin, 
an area about the size of Wyoming (remember Australia 
itself is the size of the continental United States) located 
250 miles north of Adelaide in South Australia. Paladin 
not only manages but is required to put up only 1/3 of 
the first $3 million of a 50/50 JV with Uranium Austra 
lia; the JV controls 18,000 sq. km, about 70% of the pro 
spective ground in the Basin. There have been two 
previous world class discoveries in that other 30% of the 
Frome, and considering that ISL deposits occur in 
swarms (e.g., Wyoming's Powder River Basin) it's hard 
to overestimate the potential value of this asset to Pala 
din. 

It's still early days, but there are indications the 
Frome Basin has the potential to host numerous 10-20 
million pound deposits. Paladin's objective is to discover 

40 million pounds over the next several years, spending 
A$6-8 million to drill 300-400 holes per year, located 
using its database. The JV already has a small resource 
called the Napperby (5.9 million pounds of .14% mate-
rial) to its credit. 

Paladin also has joint venture partners spending 
A$3.5 million to earn equity in its non-core gold projects 
in Australia's Kalgoorlie region. 

The company and its stock 
Paladin has 84.7 million shares out (23% owned by 

management), plus another 27 million options at 
A$0.20-A$0.30. That's an intimidating number of 
shares, but it's traditional in Australia. At A$0.12, its 
market cap is only US$6 million, making this not a 
micro-cap, but a nano-cap stock. 

The problem with Paladin is its need to raise money, 
in particular US$1.68 million due over the next two 
years for property payments, to continue on its present 
growth trend. It should have no trouble doing so with 
even a little help from uranium to generate some interest 
from the market. The options and warrants described in 
the preceding paragraph should be exercised in any mar-
ket rally, alleviating financing concerns. ISL reserves are 
generally worth US$0.50-1.50 a pound, which means the 
company, with 64 million pounds of what's currently just 
a resource, should be worth at least US$32 million 
(A$54 million) at US$15 uranium. Not counting its gold 
and uranium exploration properties, its 13% share in 
Gullewa Gold (GUL, A$0.05, 61.3 million shares out), its 
database, or its cash, that translates into about A$0.65 a 
share, or five times what it's trading at. 

The rationale for Paladin is that it sells for a substan-
tial discount to its current assets, but has huge leverage to 
the uranium price, and the potential to become a major 
player in the uranium market. Considering what it has 
done in 18 months, I have a lot of confidence its growth 
will continue; it's perfectly positioned to take advantage 

Paladin Resources 
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of Australia's re-emergence as one of the world's premier 
uranium provinces. Visit their web site at www. 
uraniumstocks.com. • 

International Uranium 
International Uranium (IUC.T, C$0.40) was formed 

exclusively to exploit the distressed conditions of the 
uranium industry. But rather than acquire properties 
piecemeal, they took over an entire business in bank-
ruptcy, namely Energy Fuels, belonging to Oren Benton, 
who I mentioned on page 4. 

You might ask how, if the business was any good, it 
wound up in a bankruptcy proceeding. Energy Fuels was 
one of a dozen unrelated major assets - including 20% of 
the Colorado Rockies, 24% of Rio Narcea Gold, 17% of 
a computer chip maker, and 100% of Nuexco, the ura-
nium trading company that had the short position which 
brought the whole structure down— in which Benton had 
an interest. Most, including Energy Fuels, were profit-
able; Benton simply overleveraged himself, in part by 
having Energy Fuels guarantee personal loans to keep the 
daisy chain intact. By February 1995 it all came unglued. 

One person's bankruptcy is always another's oppor-
tunity, and Adolf Lundin, a Swedish billionaire of my ac-
quaintance who's well-known in the resource business, 
negotiated to pick up the pieces. Lundin arranged a C$50 
million financing (40 million shares sold to the public in 
March, 1997 at C$1.25) for International Uranium, 
which acquired basically all of Energy Fuels' assets, but 
none of its liabilities, for US$20.5 million. Adolf, who 
has a disarming capacity to think in large numbers, owns 
an additional 22.5 million shares. The purchase was a 
steal then; now, especially in U.S. dollar terms (because 
the Canadian unit has collapsed from US$.73 to US$.64 
in the interim), and the company is 18 months more ad-
vanced, it's an even more extraordinary value. 

One thing the numbers don't reflect is the manage-
ment team, including President Earl Hoellen, who built 
Nuexco into the world's largest uranium trader. Most of 
Energy Fuels' key personnel now work for IU, and some 
have been in the uranium business over 20 years. 

Assets 
IUC is here because it's a uranium miner, but some 

of its non-core assets— namely its mill, its vanadium in-
terests, and its waste storage facilities— are, at least po-
tentially, as significant as the uranium. IUC has both an 
excellent income statement and balance sheet; let's look 
at its assets first. I've divided them into five classes. 

1. U.S. Uranium Properties—IUC has an assort-
ment of properties in Arizona, Utah, Colorado, Wyoming 
and South Dakota. At the moment only the Sunday Com-
plex mine, located in the Colorado plateau, is in produc-
tion; two more mines in Arizona are permitted and slated 
for startup in 1999, as is its ISL operation at Reno Creek 

in western Wyoming's Powder River Basin. It has vari-
ous properties coming on stream at different times, and 
developing at different rates. 

On the uranium balance sheet in the United States, 
IUC has 9 million pounds of proven reserves, another 35 
million pounds of resources that may or may not be eco-
nomic at $11 uranium, and another 58 million pounds 
that are inferred to exist. 

2. Mongolian Uranium Properties—IUC controls 
70% of a JV with about 4 million acres of prospective 
ground in the Gobi Desert. I've been to about 150 coun 
tries so far but, unfortunately, Mongolia is not yet 
among them. While the political climate is one of the 
very best in the Third World, the place has minimal in 
frastructure, which is to be expected in an ex-Soviet sat 
ellite in central Asia with only 2 million people. That 
could be a problem when the time comes to put the prop 
erty in production, but IUC has already done most of a 
huge 100,000 meter drilling program, and doesn't appear 
overly concerned. Total Mongolian resources are 28 mil 
lion pounds, with the apparent potential to expand that 
several times. Assuming a positive feasibility study, 
these properties would be exploited with ISL recovery. 
Right now, nobody cares a fig for anything in obscure 
Third World countries; two years ago they went for big 
premiums, and this prospect alone would probably have 
carried a market cap bigger than the whole company today. 

3. Mills—In 1980 there were 17 licensed uranium 
mills in the United States; today there are only three, and 
lUC's 2,000 ton per day White Mesa, Utah, mill is cur 
rently the only one that's operational. This is under 
standable in view of the fact that the uranium industry in 
the United States almost disappeared, falling from 40 
million pounds in 1980 to only one million in 1992, be 
fore recovering to six million today. The value of mills 
in the mining business fluctuates almost as radically as 
the shares of the companies that own them, going from a 
premium to construction costs to value as scrap alone. 
The White Mesa Mill cost US$40 million to build in 
1979, and would cost twice that much to replace today, 
although it may not be possible to even get a permit to 
build it today. That's not for any sensible reason, but just 
an atavistic fear of radioactivity; apart from economic 
considerations, it's why almost all new uranium mining 
in the United States is ISL. In any event, the mill alone is 
arguably worth more than the market value of the whole 
company. 

There are a lot of previously permitted properties in 
the area around White Mesa, the Four Corners/ Grand 
Canyon area, that have gotten a new lease on life now 
that the mill is again working, and milling others' ore is 
a very profitable business. In lUC's 2nd quarter, ending 
March 31, the company stockpiled its own ore (until 
quantities were large enough to process efficiently), us-
ing the mill exclusively for outside ore, generating gross 
revenues of US$4,976,000 and gross operating profits of 
US$1,059,000. 
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The White Mesa Mill is rated at 2,000 tons/day, or 
about 60,000 tons per month; lUC's Sunday and Rim 
mines are in full capacity production of 8,000 tons per 
month, or about 15% of capacity. It's able to do a lot of 
outside work. In fact, lUC's mill will be processing al-
most as much ore purchased from other mines as IUC 
will be mining from its own properties; in addition, IUC 
will mill substantial amounts for others on a fee basis. 
Altogether, it makes the income statement appealing. 
I've summarized the numbers below. 

4. Vanadium—lUC's currently producing Sunday 
mine is really a vanadium mine disguised as a uranium 
mine. About 87% of vanadium is used as a steel alloy, 
8% is used in aluminum/titanium/vanadium alloys for 
aerospace, and the rest goes to the chemical industry. 
Vanadium prices have fluctuated greatly in the last few 
years, from US$11 a pound in 1989 down to under $2 in 
1993, to $7 at the moment. World production is 130 mil 
lion pounds, and consumption 150 million pounds, so 
many think the price will go higher; I have no particular 
opinion on vanadium. The metal is only a by-product to 
IUC, despite the fact they will produce 3.5 million 
pounds in 1988, and 7 million—5% of world supply—in 
1999 and thereafter. They have 62 million pounds of re 
serves. The vanadium credits allow them to produce ura 
nium at negative cost. 

5. Waste Storage—If you're in the mining business 
in almost any developed country, increasingly, having a 
good lawyer/ lobbyist to get the permits you need is in 
some ways more important than having good geologists 
to find orebodies, or good engineers to properly exploit 
them. This is most true in the uranium business. One in 
dication of this is the huge expense of obtaining storage 
sites for low level radioactive waste; the problem is 
NIMBY, and it's reflected in the extreme difficulty of 
permitting new sites. The present market price for bury 
ing the stuff is a completely insane US$150-500 per cu 
bic yard. The White Mesa Mill has permitted 
storage capacity of about 5 million cubic yards, 
which yields a very large number. There's a po-
tential IUC will be able to realize a great deal of 
money from this source, but it's impossible to draw 
any intelligent financial conclusions from an 
artificial situation that depends entirely on bu-
reaucratic whim. The reality is that most low-level 
wastes can be buried in any reasonably sited 
shallow grave, but reality isn't at issue here. 
The financials 

IUC has 65.7 million shares outstanding trading 
at C$0.40, giving it a market cap of C$26 million 
(US$17). It has no debt, and US$21.5 million 
(C$33 million) in cash. In other words, it's selling 
for less than its cash in the bank, with no value 
whatsoever given to any other assets. The best 
financial breakdown of the company's prospects 
I've seen was done by an analyst at one 

 
 

IUC earnings Forecast (US$000)  

Yr End 9/30 1997 1998 1999 2000
Revenues     
Uranium - 13,565 32,571 53,392
Vanadium - 2,678 24,689 24,689
Tolled Ore - - 4,158 5,614
Processing 500 19,000 19,950 20,948
Other 790 - - -
Total 1,290 35,243 81,369 104,643

Costs     

Alter. Feed - 16,500 17,325 18,191 

Mine/Mill _ 4,090 33,848 45,604

Purch. Ore - 5,995 8,543 8,543
Depreciation 40 950 975 1,300
G&A 1,000 2,856 2,913 2,971
EBIT 40 4,851 13,989 28,032
Taxes 3 970 3,497 9,811 

Net Income 17 3,881 10,492 18,221 

EPS (US$) 0.00 0.06 0.16 0.28
EPS (C$) 0.00 0.08 0.22 0.38

of lUC's underwriters, Salman Partners, in a report done in 
January 1998. It's normally a good idea to take research 
from underwriting brokers with a large grain of salt, but I 
found this piece credible, especially in that the author isn't 
a bull on uranium, and bases his numbers on a gradual rise 
to only $15.25 a pound in 2000. These numbers are worth 
a close look. 

So far, the projections are not too far off. The company 
anticipates 1998 earnings of C$0.06. If it stays on target, the 
stock is not just selling for slightly above cash, and a fraction 
of liquidation value, but about two times earnings two years 
away. As the chart below shows, the stock seems 

INTERNATIONAL URANIUM CORPORATION J 
65.743.000       URANIUM EXPL & DEV
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to have bottomed, and has moved above both its 10 week 
and 40 week moving averages. 

In terms of return on capital, one of the smartest 
things a company in this position can do is buy back its 
own shares, and in June it filed documents with the TSE 
announcing an intention to acquire up to 4.1 million of 
its own shares in the open market. This is smart policy; 
the chances are excellent it'll be able to sell them to the 
public for a big multiple in a few years. 

The stock belongs in your portfolio. 
Call the company for a care package and to be kept 

current on press releases at 604-689-7842 in Vancouver. 
The company's web site is accessable at 
www.uraniumstocks.com. • 

Strathmore Resources 
Strathmore (SMR.V, C$0.27) was founded in 1995, 

pretty much at the market bottom, with the sole object of 
acquiring early stage uranium projects. As such, it's both 
the riskiest and the most leveraged of any of the uranium 
stocks I've studied. 

A major asset of the company is Dr. Ken Friedman, 
its president and CEO. I've spent a lot of time with him, 
and he's as knowledgeable as one would expect of some-
one who in the past has been Director of Research for 
Dickenson & Co., Natural Resources Analyst for 
Kemper Securities, and Metals & Mining Analyst for 
Boettcher & Co. He's the right guy for the job, and he's 
got an excellent team around him. Ray Larson founded 
Uranium Resources in 1977, and ran it until retiring in 
1994. Bill McKnight worked under Larson as COO of 
Uranium Resouces, and is recognized as one of the 
world's leading experts in ISL technology. David Miller 
was with Cogema, the world's second largest uranium 
producer, for 20 years as its chief geologist and director 
of ISL operations. 

So far these men have assembled 16 properties in 
Wyoming, Utah, Arizona, and Oregon in the United 
States, in addition to some prime ground in Peru. 

Properties 
Their seven properties in Wyoming have been 

drilled fairly thoroughly (a total of 1,915 holes) by previ-
ous owners, establishing a resource of 17,245,000 
pounds, with additional potential—meaning more drill-
ing—of about 18 million, for a total potential of over 35 
million. 

In Utah they have five properties with known miner-
alization; two of them have a drill-indicated resource of 
3.8 million pounds. Additional potential is estimated at 
another 21.5 million pounds, for a possible total of over 
25 million. 

Their most recent U.S. acquisition is an option to 
purchase a 360 acre property in Oregon belonging to 
Placer Amax, which drilled out a proven resource of 17 
million pounds, with additional potential of 40 million. 

Especially considering Placer spent so much developing 
the deposit, the option terms are excellent: US$15,000 
per year for six years, plus a 2% royalty on production, 
capped at $1.1 million. This is their top U.S. prospect, 
and they began the permitting process last summer. 
Since this is an open-pit, heap leach deposit I expect the 
process will continue for an indefinite period. But the 
pounds are there, and even in the People's Republic of 
Oregon permits are eventually granted. 

SMR's 38,045,000 pounds of uranium, not counting 
another 83 million of estimated potential, is a huge num-
ber for a company with a total market cap less than 
US$3 million, even though all the of its properties are 
still in the resource category. Those that need a mill will 
have to work an arrangement with, most likely, Interna-
tional Uranium on fairly extortionate terms. And esti-
mated total production costs are high at US$16 a pound 
which, of course, is why these properties are "resources" 
as opposed to "reserves"; the distinction, you'll recall, is 
purely economic, in that resources can't be mined profit-
ably at current costs. That makes them very much a play 
on uranium prices, which suits me now. The numbers are 
guess work, in that no feasibility study has been done, 
nor have any permits been granted. Permitting is a seri-
ous consideration for uranium mines in the United 
States, Canada, and Australia, simply on the grounds of 
general hysteria. On the other hand these resources can 
be had for less than $.07 a pound—not counting the po-
tential resources, or the near certainty management is 
just starting to build SMR's base. A prime example of 
their direction is provided by their acquisition in Peru. 

Their property in Peru is potentially a company-
maker, although it's still early days. I'm always favor-
ably inclined towards properties in Third World 
countries, especially those that already have strong min-
ing traditions and infrastructure like Peru, because costs 
tend to be considerably lower, and permitting far faster 
and more certain. Strathmore has approximately 40 sq. 
km. in a district well known for uranium occurrences; its 
concession has just been released from a national re-
serve, where a trenching program just completed by that 
country's nuclear institute shows a potential for a large, 
and very high grade, deposit. 

The property has widespread surface occurrences of 
autunite, an extremely high-grade ore, typically contain-
ing about 50% uranium by weight. Right now artisanal 
miners are high-grading small gold deposits in a number 
of locations on the property, typically netting about $10 a 
day. Friedman's plan is to recruit these men to mine the 
autunite, which is easier to recover than gold, and which 
would allow a man to earn $40 a day should he just mine 
40 pounds of the stuff daily. Not only would this be an 
excellent form of field exploration, but the cashflow 
could be considerable. Fifty miners could reasonably 
recover about a ton a day of the stuff, with a value of 
about $10,000. Subtracting the $2,000 they'd earn, that 
leaves net revenue of $8,000 a day. I find this 
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approach innovative, commonsensical, and 
a win-win situation all around. Is it practi-
cal? I suspect it is. The one thing I can as-
sure you of is that no major company 
would even have thought of it, much less 
attempt it. 

Obviously, this scheme is a temporary 
method of generating cashflow, exploring 
cheaply, and making the locals happy until 
serious drilling determines whether con-
ventional commercial production is pos-
sible. But there's certainly no consideration 
at all for this property in the stock price. 

The stock 
Strathmore has excellent prospects as a 

business. More to the point, however, it has 
several sources of leverage for its share 
price. 

With only 16 million shares out (25% 
owned by management), and trading at 
C$0.27, it has an insignificant market cap 
(C$4.3 million, US$2.8 million). As with 
any small cap stock, a small amount of 
buying (or selling) can have a major effect 
on its price. This can be extremely impor-
tant in a bull market. Most investors don't 
weight the amount they put into a company 
by the size of the company. In other words, 
the fact Cameco has a C$2 billion market 
cap and Strathmore $4 million should, 
logically, mean you'd invest $500 in 
Cameco for every dollar in Strathmore to 
have a proportionate ownership in each. 
That's not, however, the way it works in 
the real world; it's much more likely any 

given investor will treat each as just a 
"name" in a uranium bull market, and put 
perhaps $10,000 into each. This is why 
small cap stocks have such explosive 
leverage in bull markets, especially when 
there's such a small universe of 
companies in uranium. This argument ap-
plies equally well, of course, to Interna-
tional Uranium, Paladin, and other 
juniors. 

Related to this is the fact Strathmore's 
management understands the value of 
promotion, in my opinion, better than that 
of any other company in the industry. 
They're consistently at trade shows, 
exposing their story to investors; that will 
have an effect when the market changes. 
There are two reasons the company tries 
to keep its story before the public. First, 
they have limited cash (C$900,000), and 
therefore must constantly raise more to 
fund exploration, drilling, and simple 
overhead. That is, admittedly, a big 
disadvantage, in that the number of shares 
is constantly growing. On the other hand, 
since all the money they've raised has 
been at higher levels (C$0.60, C$1.80, 
and C$2.20), it's of no consequence to 
those who buy at current levels. Second, 
since management can hardly draw more 
than subsistence salaries, their payday lies 
in their stock and option positions. That's 
good; I like to see management's interests 
aligned with those of the shareholders. 
That's also true of Paladin and IUC. 

The company has extremely high le-
verage in terms of its uranium properties. 
Based on its drill-indicated U.S. resource 
alone of roughly 40 million pounds, the 
company is selling for about US$.07 per 
pound; they have a potential for another 
80 million. The real home run would be if 
they get good results on their Peruvian 
properties. Based just on the known re-
sources alone, Strathmore offers a huge 
bang for the buck. But that's also true of 
Paladin and IUC. 

The volatility of this stock, as well as 
how depressed it now is, is made apparent 
by the following chart. I see no reason 
why it shouldn't exceed its previous high 
in the next two years. 

Call the company for a care package, 
and to receive future press releases, at 
800-647-3303 or 250-868-8493, or using 
the web at www.uraniumstocks.com. • 

Strath more ‘s 
management 
understands 
the value of 
promotion, in 
my opinion, 
better than 
that of any 
other 

company in 
the industry. 

STRATHMORE RESOURCES LTD 
14,922.000       MINING ANCVOR MINING EXPLORATION 
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The Bottom Line on 
the Companies 

There are about 25 public companies 
in the uranium business. But it's domi-
nated by Cameco, which by itself has a 
market cap 10 times that of all the others 
combined. I think the "big picture" argu-
ment for higher uranium prices is about 
as airtight as these things get. Simulta-
neously, the companies that explore for it 
are not just totally unloved, they're totally 
unknown. But these things are cyclical, 
especially in the resource business. When 
the turnaround comes, most likely in 
1999,1 expect it will be explosive, with 
most of these stocks moving up five to 10 
times in price over the next couple of 
years. That won't surprise long-term sub-
scribers; in the 1993-96 bull market for 
mining stocks the average issue went up 
by a factor of 10, we had several move 
20-30 to one, and Diamond Fields and 
Bre-X/Bresea were close to 50-1 shots if 
you bought and sold them when I first 
suggested. When the market wants into 
gold stocks it's like trying to force the 
contents of Hoover Dam through a garden 
hose. In the case of uranium stocks, it's 
more like a soda straw. 

In addition to Cameco, which will be 
an institutional favorite, I've zeroed in on 
the three that I've had on the list for a 
long time, but never really explained 
why. I think they're all going to move, 
but you can't own everything. These are 
the pick of the litter as you balance re-
sources, prospects, management, location, 
intangibles, and market capitalization. At 
their current prices, I see them as a two-
year hold. If they move up 100%, sell 
half, and keep the balance for a possible 
long ball home run. Risk control is criti-
cal in this game. Even while we're in a 
bear market for stocks in general, we're 
going into a major bull market for re-
source issues. But remember that also 
means precious metals, some base metals, 
and oil. I've spent more time telling this 
story than most, but that doesn't mean 
you should bet the farm on them. Do, 
however, start building a position. And I 
do, again, recommend the services of bro-
ker Rick Rule (800-477-7853, 760-943-
3939) since it's important to be kept 
abreast of developments. He'll provide 
copies of my last book Crisis Investing 

For the Rest of the 90's, while supplies 
last. While you're at it, have Rick send you 
copies of my nuclear power report and his 
uranium report. Those reports can also be 
downloaded free at www. 
uraniumstocks.com. • 

Notes 
>• I have no problem with discount or 

Internet brokers for most transactions. But, 
as I've often observed, using a non-special-
ist is a big mistake when buying either 
low-priced stocks or those traded on a for-
eign exchange. Broker Ben Johnson (800-
547-4898) relates a specific example. A 
client phoned Johnson, who bought him 
10,000 shares of a stock for C$.38, which 
translated to US$.25, plus a US$75 com-
mission, for a total of US$2,575. 

The client also checked with Charles 
Schwab, where he also carries an account. 
Schwab gave him a verified quote of 
US$.27 (because of higher currency con-
version rates and Canadian dealer markup), 
plus US$147 in commission. Schwab's to-
tal cost was US$2,847, equalling 10.5% 
higher. It pays to check around. 

>• Among the stuffers that tumbled 
into your lap when you opened the enve-
lope this month I would draw your atten-
tion to the one from Life Enhancement 
Products on their products VincaHear and 
VincaSee. Many people are unaware of the 
huge advances that have been made in nu-
trition over the almost 20 years since my 
friends Durk Pearson and Sandy Shaw got 
the ball rolling with the publication of their 
book Life Extension: A Practical Scientific 
Approach. I've taken their formulations for 
years, and find the effects range from no-
ticeable to fairly spectacular. In particular, 
I always use the Vinpocetine products (as 
well as acetyl L-carnitine) before any in-
tensive activity, like playing polo. If you 
use them, I suspect you'll notice the differ-
ence, too. At a minimum, you should ask 
for a complimentary six-month subscrip-
tion to Life Extension magazine by calling 
800-543-3873 or (707) 762-6144. 

> An interesting proposition came to 
my attention from a company called First 
Security Capital. Their deal, briefly, is that 
they will make a non-recourse loan against 

I think the 
"big picture" 
argument for 
higher 
uranium 
prices is 
about as 
airtight as 
these things 
get. 

Even while 
we're in a 
bear market 
for stocks in 
general, 
we're going 
into a major 
bull market 
for resource 
issues. 
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...borrowers 
will have run 
up their credit 
cards to the 
max again, 
but now have 
negative 
home equity 
in addition; 
bankruptcies 
will soar over 
the next year 
or so, to new 
all-time highs. 

most stocks traded on a major exchange for 
90% of market value (minimum 
US$100,000); they'll also make loans 
against restricted stock (minimum $2 mil-
lion). This would seem to be a "have your 
cake and eat it, too" situation, in that if a 
stock goes up, you still own it; if it goes 
down, you keep the 90% loan. The com-
pany won't disclose how they're able to do 
this, although I'm sure it's with the use of 
derivitives. Normally, I don't mention 
things of this nature unless I've personally 
used the service, but it deserves a mention 
for two reasons: (1) the risk seems limited, 
in that the securities can be held with a 
broker, and in any event, you've got the 
cash; and (2) this is an excellent time to get 
out of most stocks, and this may be an ad-
vantageous way of doing so. It's worth 
checking out, although I urge you observe 
the dictum Caveat Emptor. Call 800-465-
3579. Also see the following note. 

>• You'll recall last year I ran an ar-
ticle discussing the ongoing insanity of nu-
merous finance companies sometimes 
lending between 125% and 150% of not 
just the equity, but the market value of 
homes. Those who borrowed typically paid 
11-14% interest, probably using the pro-
ceeds to pay off overdue 18% credit card 
debt, then squander the remainder on con-
sumer goods, and maybe buy a mutual 
fund, or some lottery tickets, in the hope of 
getting lucky. 

The game has pretty well ended, but 
the fallout has just begun. Apparently about 
$57 billion of such paper was placed with 
insurers, pension funds, and mutual funds, 
and I can tell you what's going to happen: 
almost all of it will go into default. The 
borrowers will have run up their credit 
cards to the max again, but now have nega-
tive home equity in addition; bankruptcies 
will soar over the next year or so, to new 
all-time highs. The buyers of the paper will 
sustain gigantic losses. The houses used as 
security will come on the market, depress-
ing real estate prices, resulting in a whole 
other set of consequences. And the spe-
cialty financial companies who were run-
ning the mass mail and TV ads are likely to 
go belly up (e.g., Delta Financial, United 
Cos. Financial, ContiFinancial, and about 
15 other public outfit are typically down 
over 80%). 

You don't have to go to Indonesia to 

see what a financial meltdown looks like. 
Especially because the borrowers were 
mostly lower middle class people, this 
could be political dynamite, entirely apart 
from the financial consequences. 

> Clark Clifford, an ex-Secretary of 
Defense and advisor to several U.S. 
Presidents, shed his mortal coil at age 91 
about a month ago. The obits I've seen 
have been fairly obsequious, generally 
describing him as wise and sapient. I had 
the opportunity to meet him on a business 
matter a couple of times about 10 years 
ago, when he was practicing law in 
Washington. My impression? A shark; a 
man who, even at an advanced age, was 
interested in lining his pockets first and 
foremost. A lifelong fixer and influence 
peddler who did well not through any real 
merit, but because of a well-honed ability 
to latch on to powerful politicians. People 
like Clifford are dime-a-dozen in Wash-
ington, but he was more successful than 
most mainly because he was tall, hand-
some, and stately—and knew where the 
bodies were buried, but also knew how to 
keep his mouth shut in public. Deserving 
of a laudatory obituary? I think not. • 
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