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Rox Resources Limited (RXL)
1.2Moz Resource and Extensive Exploration Upside at Youanmi
Our View
•

Recommendation: Spec Buy
Summary (AUD)

Rox Resources (RXL) is focussed on gold and nickel assets in Western
Australia, with the flagship project being the Youanmi Gold Project (which
includes an extensive exploration package that are either 100%-owned or a
part of various JVs – see Figure 1).

Market capitalisation (undiluted)

52 week high

$0.087

The Youanmi Project has a current Mineral Resource Estimate (MRE) of
12.4Mt @ 2.97g/t Au for 1.19Moz (532,700oz at 1.65g/t in near surface
material) and RXL intends to update the MRE (in Q1 2021) to incorporate
extensive drilling results from the Grace Prospect (amongst other areas that
have been part of the recent drilling programs).

Cash (31/12/20)

$5.25m

Ordinary shares (undiluted)

2,050m

Unlisted options

147.0m

Fully diluted

2,197m

•

The Resource within the “Deeps” currently stands at 2.41Mt @ 8.5g/t Au
(with most of this being classed as “partially refractory”). Interestingly, this
Resource is being reviewed and could potentially become part of the mining
development. It has been proven that a high-quality concentrate is able to
be produced from this mineralisation. Offtake terms for gold concentrates
are favourable with industry sources suggesting +85% payability for clean
gold concentrates.

Share price graph (AUD)

•

There is a high likelihood of immediate extensions to the known
mineralisation at Youanmi and additional targets. A recent geological review
of structural controls has provided RXL with strong evidence for unexplored
targets. The latest data review has highlighted potential for (previously
overlooked) high-grade, shallow north-plunging dilated shoots within
broader vertical mineralised envelopes (i.e. ladder vein geometry).

•

•

Two priority areas (Link and Junction) have been identified so far. RC drilling
is planned to commence in early February to test to around 250m depth, with
diamond drilling to start later in the month to follow-up deeper targets.

•

Rox has also taken on management of all regional exploration programs and
they intend to leverage of their improved knowledge of regional controls on
gold mineralisation.

•

Significant infrastructure exists on site, which offers substantial timing and
cost advantages as RXL progresses towards a potential development stage:
Access roads and airstrip
Core shed and workshop
Borefield and process water from local aquifers
Tailings disposal facility
Mine village/offices

•

The Mt Fisher Project contains a total nickel sulphide resource (Fisher East)
of 4.2Mt @ 1.9% Ni for 78kt of Ni metal that is located ~150km from
established infrastructure (BHP’s Leinster Nickel Operations). A target
generation review across 80km of strike of the Mt Fisher greenstone belt has
shown significant gold and base metal potential. Heritage surveys are
currently underway, with further exploration programs in February. Rox is
currently examining a straight sale of its nickel assets or, alternatively a spinout to shareholders via a new ASX listed company.

•

Rox Resources (RXL) has rapidly progressed the Youanmi Project in 2020
and is now positioned to move to the next stage of development in 2021.
Frustratingly (as with most mineral explorers) assays have been delayed due
to the sheer volume going through the labs and RXL is hoping to resolve this
issue (to a degree) by moving its gold assaying to the “photon method”, which
should see turnaround times reduce significantly.

•

We view RXL positively as the next potential gold development story (with
open pit and underground options) and are encouraged by the significant
exploration upside (600km2 around the prospective Youanmi shear zone) yet
to be properly drilled. We continue coverage on Rox Resources (RXL)
with a Speculative Buy recommendation.
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Youanmi Gold Project Tenure

Figure 1 – Rox Resources’ Youanmi Gold Project tenure

Recent Exploration at Youanmi
Rox continued with work on the northern extents of the Grace mineralisation the December Quarter hampered by slow lab
turnaround times. The favourable structure has been identified further along from the initial discovery, but the geology is complex
with sporadic gold grades. The Grace lode eventually transitions into the wider lower grade open pit prospect Plant Zone.
Encouragingly, the southern extent of the Grace structure, and the structure at depth, have emerged as compelling targets with
first pass drilling undertaken in late December (assays pending). Rox’s exploration model indicates that this zone has good
potential to enhance near-mine gold inventory. The Grace structure likely intersects the Youanmi mine shear below and south of
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the historically mined Pollard lodes (see Figure 2). Pollard lodes were mined in the 1930’s with historical mine records indicating
production of 260,000oz @ 15g/t Au. Between 1987–1993, the open pit operations mined out remnant mineralisation between
surface and 120m below ground level.

Figure 2 – Long-section of the Youanmi Mine plus target areas (including Grace)

Mt Fisher Project (nickel) – Fisher East
The Company owns the advanced Fisher East nickel deposits located in WA, 150km to the North East of Leinster, is earning an
interest in an exploration joint venture to the north of these deposits (Cullen JV), and also holds the Collurabbie Nickel Project
located approximately 80km to the east of Fisher East. Fisher East is the flagship asset in the package with a 78kt contained
nickel metal resource and a scoping study having been last updated in 2018.
According to the company’s Scoping Study on the Fisher East Nickel project (late 2018). There are two primary development
scenarios available to the project: (1) building a stand-alone concentrator or (2) toll milling at a nearby operation. Under either
scenario, the study demonstrated that the project had strong economic and technical credentials at a nickel price of US$7.50/lb.
In addition, there would be significant upside to project economics with an increased resource base. Capital costs were relatively
low, with competitive cash operating costs.
There is solid regional nickel potential applying the Fisher East model to the 80km of strike of prospective stratigraphy held in the
belt. Additionally, incremental resource growth along strike and down plunge from existing deposits could add significantly to the
company’s scoping study numbers. This will form part of forward-looking drilling programs in the first half of 2021.
Rox is currently reviewing options for the strategic nickel portfolio with a number of monetising avenues available (outright sale,
JV or spinout), which is warranted based on the existing Resource and the substantial exploration tenure that is likely to continue
providing nickel-prospective targets.
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Figure 3 – Long-section of Fisher East Deposits (Musket, Cannonball and Camelwood)

Current and Planned Activities
Q1 2021:
•

Ongoing drilling at Youanmi with a focus on two new targets (Link and Junction)

•

Resource estimation (Grace maiden resource and incorporation of all drilling from 2020)

•

Transition into management of regional JVs

•

Monetise the substantial nickel portfolio

Q2 2021
•

Commence feasibility studies into production from Youanmi

•

Advance exploration on regional targets

•

Ongoing exploration on Rox 100% tenure at Youanmi

ASX-Listed Comparable Companies (gold and nickel)
Rox Resources has a multi-commodity exploration portfolio and the market valuation is quite favourable when comparing to other
respective gold and nickel assets on the ASX. We consider Table 1 and Table 2 (below) highlights two main points:
•

The gold assets are undervalued based on a simple EV/ounce metric

•

There is effectively no value attributed to the nickel assets

With an impending Resource upgrade at the Youanmi Gold Project (which should provide further clarity on development options)
and options being assessed for the monetisation of the nickel assets (either by way of sale or spin-out as was outlined by RXL in
the “Update on Nickel Asset Divestment” announcement released on the 1 st February 2021), we view a strong opportunity for a
potential market re-rate.
Table 1: Gold Resources (ASX)
ASX Company

Project/s

Resource

Enterprise Value ($m)*

Rox Resources (RXL.ASX)

Youanmi

~12.4Mt @ 2.97g/t Au (1.19Moz)

$68.5m

Ora Banda Mining (OBM.ASX)

Davyhurst/Mt Ida

~23.7Mt @ 2.8g/t Au (2.13Moz)

$229m

Genesis Minerals (GMD.ASX)

Ulysses/Kookynie

~17.1Mt @ 2.34g/t Au (1.28Moz)

$131m

Calidus Resources (CAI.ASX)

Warrawoona

~43.7Mt @ 1.06g/t Au (1.50Moz)

$116m

NTM Gold (NTM.ASX)

Redcliffe

~13.4Mt @ 1.6g/t Au (679koz)

$107m

Kin Mining (KIN.ASX)

Cardinia

~28.2Mt @ 1.3g/t Au (1.15Moz)

$99.3m

*EV accounts for cash only (not receivables/investments)
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Table 2: Nickel Resources (ASX)
ASX Company

Project/s

Resource (JORC 2012)

Enterprise Value ($m)*

Rox Resources (RXL.ASX)

Fisher East

~4.2Mt @ 1.9% Ni (78kt Ni)

$68.5m

Mincor Resources (MCR.ASX)

Cassini + ALL

~5.2Mt @ 3.8% Ni (196kt Ni)

$380m

Panoramic Resources (PAN.ASX)

Savannah

~13.5Mt @ 1.6% Ni (210kt Ni)

$288m

Poseidon Nickel (POS.ASX)

Black Swan/LJ/Windarra

~38.7Mt @ 0.8% Ni (319kt Ni)

$185m

Auroch Minerals (AOU.ASX)

Saints

~1.05Mt @ 2.0% Ni (21kt Ni)

$64.0m

Duketon Mining (DKM.ASX)

Rosie

~2.56Mt @ 1.9% Ni (49kt Ni)

$19.1m

*EV accounts for cash only (not receivables/investments)

Quick Summary
Rox Resources (RXL) is highly leveraged to exploration success and has multi-commodity exposure through the Youanmi Gold
Project and the strategic nickel assets (Fisher East). At this stage the nickel assets are ascribed little value and ripe for sale/spinout, which we believe could deliver significant value to shareholders in the near-term. A separate entity with a dedicated focus and
enough funding ($5-$10m) for exploration should be able to able to quickly build upon the current nickel resource.
As for the recent drilling on the Youanmi Gold Project – this has been targeting both the near-mine and regional targets, with the
prime focus being the high-grade Grace Prospect (free-milling ore that is adjacent to existing Main Pit). More assays are pending
from Grace and further drilling will continue to define other similar potential deposits (Link and Junction).
With a full geological review completed, Rox will look to apply the technical learnings from recent drilling across the entire
exploration package at Youanmi as part of the next exploration phase (now all areas with full management control) and we look
forward to extensive news flow over the coming weeks/months as further prospects are drilled. The upgraded Resource is
projected to be released by Q1 2021 (which will be an important part of further feasibility work).
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Disclaimer
The following Warning, Disclaimer and Disclosure relate to all material presented in this
document and should be read before making any investment decision.
Warning (General Advice Only): Past performance is not a reliable indicator of future
performance. This report is a private communication to clients and intending clients and
is not intended for public circulation or publication or for the use of any third party,
without the approval of Taylor Collison Limited ABN 53 008 172 450 (“Taylor Collison”),
an Australian Financial Services Licensee and Participant of the ASX Group. TC
Corporate Pty Ltd ABN 31 075 963 352 (“TC Corporate”) is a wholly owned subsidiary
of Taylor Collison Limited. While the report is based on information from sources that
Taylor Collison considers reliable, its accuracy and completeness cannot be
guaranteed. This report does not take into account specific investment needs or other
considerations, which may be pertinent to individual investors, and for this reason
clients should contact Taylor Collison to discuss their individual needs before acting on
this report. Those acting upon such information and recommendations without
contacting one of our advisors do so entirely at their own risk.
This report may contain “forward-looking statements”. The words “expect”, “should”,
“could”, “may”, “predict”, “plan” and other similar expressions are intended to identify
forward-looking statements. Indications of and guidance on, future earnings and
financial position and performance are also forward-looking statements. Forwardlooking statements, opinions and estimates provided in this report are based on
assumptions and contingencies which are subject to change without notice, as are
statements about market and industry trends, which are based on interpretations of
current market conditions.
Any opinions, conclusions, forecasts or recommendations are reasonably held at the
time of compilation but are subject to change without notice and Taylor Collison
assumes no obligation to update this document after it has been issued. Except for
any liability which by law cannot be excluded, Taylor Collison, its directors, employees
and agents disclaim all liability (whether in negligence or otherwise) for any error,
inaccuracy in, or omission from the information contained in this document or any loss
or damage suffered by the recipient or any other person directly or indirectly through
relying upon the information.
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Disclosure: Analyst remuneration is not linked to the rating outcome. Taylor Collison
may solicit business from any company mentioned in this report. For the securities
discussed in this report, Taylor Collison may make a market and may sell or buy on a
principal basis. Taylor Collison, or any individuals preparing this report, may at any time
have a position in any securities or options of any of the issuers in this report and
holdings may change during the life of this document. Taylor Collison was Lead
Manager in a placement in September 2019 that raised ~$4m and JLM in the May
2020 Placement/SPP that raised ~$12.7m, for which fees were received.
Analyst Interests: The Analyst does not hold shares in Rox Resources (RXL). Other
Staff (including Principal accounts) may also hold in personal and family related
accounts. These holdings may change during the life of this document.
Taylor Collison, its officers and employees may have conflicting roles in the financial
products referred to in this research and, as such, may affect transactions which are
not consistent with the recommendations (if any) in this research. Taylor Collison may
receive fees, brokerage or commissions for acting in those capacities and the reader
should assume that this is the case. Accordingly, Taylor Collison employees or officers
may provide oral or written opinions to its clients which are contrary to the opinions
expressed in this research.
Analyst Certification: The Analyst certifies that the views expressed in this document
accurately reflect their personal, professional opinion about the financial product(s) to
which this document refers.
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Analyst: Ryan Armstrong
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