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U Stocks Catch a Bid Amid a Plethora of Positive News
Uranium's tw o month upsw ing has accelerated amid a flurry of sector new s that should result in further upw ard price
pressure. Mine closures and production pullbacks continue to dominate headlines w hile US law makers are starting to take
notice of external pressures on w hat is a "strategic" industry. The USA imports 93% of its required uranium. While w e
haven't seen movement on Petition 232 w hich calls for a look into the impact of foreign uranium imports on the industry
(specifically ex-Soviet U3O8 imports that provided 32% of the US fleet's fuel last year), the Trump Administration has
instructed the US Department of Energy to help the industry elsew here. This includes a tw o year moratorium on nuclear
plant closures and a halt of DOE uranium sales to fund nuclear entrainment clean up products as of next year.
Meanw hile, U3O8 production is finally on the decline (expected to be off 10% YoY to 138 MM lbs U3O8) given recent
closures and project deferrals. And U3O8 demand continues to rise (169 MM lbs as per WNA; 192 MM lbs as per UxC).
Japan restarts continue. The Ohi 4 restart in May brings us to eight in operation, and Japan has reiterated a long term
nuclear commitment at 20-22% of its pow er mix by 2030.
Uranium prices are up 10% MoM, on an upw ard trend that w e believe might continue for some time. We have long been
staunch supporters of the uranium sector and frequently stated our belief that prices are simply too low to justify
production, let alone develop new mines. Security of supply. We couldn't predict w hen the market w ould turn, but did
express that uranium prices must show ongoing price appreciation and that long term contracting must also return. We
are certainly a lot more optimistic that prices are on a sustained upsw ing, if not forming the basis of the next uranium
bull market.
Investors sho uld view this current flurry o f impactful news as an excellent entry po int into the uranium secto r. We
suggest investors focus on companies w ith high value, quality deposits; high-priced contracts; low est quartile costs; and
strong balance sheets. Leverage to rising prices is also recommended (see Table 1). Our top picks include: Fo r value:
Cameco (CCO-T, BUY, C$15.00 target; covered by Ralph Profiti); Uranium Part icipat io n (U-T, BUY, C$4.80 target); Fo r
Development Value Gro wth: NexGen Energy (NXE-T, BUY, C$6.10 target); Deniso n Mines (DML-T, BUY, C$1.70 target);
Fissio n Energy (FCU-T, BUY, C$2.10 target); Fo r safet y: Ur- Energy (URE-T, BUY, C$1.55 target); Fo r leverage t o rising
prices: Energy Fuels (EFR-T, BUY, C$3.85 target); Uranium Energy (UEC-US, BUY, US$2.30 target); Fo r Explo rat io n
Gro wt h: UEX Co rp (UEX-T, BUY, C$0.50 target).
Uranium is breaking o ut o f a t hree year do wnt rend according to Tina Normann, Eight Capital's Quantitative Analyst.
UxC spot prices are up 10% MoM, rising another $0.60/lb to $23.35/lb on Monday. This price appreciation is
accompanied by a w eekly MACD Buy signal in Bullish momentum territory. Resistance levels around US$27 to $28/lb
U3O8. We continue to forecast US$29/lb U3O8 for 2018 w ithin our DCF models.
Kazakh pro duct io n cut s may be underest imat ed. Kazakhstan w as to produce 60.1 MM lbs in 2018 as noted by
KazAtomProm's Chairman in December as it dropped production by 20% over the next three years. Media reports say
Kazakh Energy Minister suggested another 6% production cut over previous expectations to 56.2 MM lbs. This new s has
sparked a rally in the stocks.
New uranium ho lding co mpany emerging. "Yellow Cake" seeks US$150-200 MM in a London IPO to buy 8.1 MM lbs
U3O8. The new firm has apparently arranged to buy US$170 MM w orth of uranium from KazAtomProm (Not Rated) at a
7.7% discount to spot. This represents 5% of global production and should help take further spot supply from circulation.
US Lawmakers taking notice. The White House has placed a moratorium on nuclear plant closures; have constrained US
DOE sales; and may review Petition 232. Uranium production in the US has fallen to 7% of domestic uranium
requirements. Foreign-origin uranium accounted for 93% of US fuel supply (40 MM lbs). US Utilities purchased 42 MM lbs
U3O8 in 2017, dow n 15% YoY, and 86% via term deliveries. 52% (22 MM lbs) came from Canada and Australia (14 MM lbs
and 8.1 MM lbs, respectively), and 32% (13.8 MM lbs) came from Russia, Kaz, Uzbekistan (7.1 MM lbs, 4.6 MM lbs, and
2.1 MM lbs, respectively ) according to Energy Info Administration (EIA).
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•

Mo ratorium on nuclear po wer plant retirements. Trump has ordered Energy Secretary Rick Perry to enact a tw o year
action that w ill halt any actions tow ards retirement, decommissioning for deactivation for tw o years. The White House
announced on 1-Jun-18 that it w ould dip into law s w ithin the Federal Pow er Act and the Defense Production Act to
allow unprecedented federal intervention in electricity markets in efforts to slow plant closures.

•

DOE Sales to no longer fund clean-up pro jects. Last month the Department of Energy has announced that it w ill stop
selling uranium to pay for enrichment plant clean up. Sale of uranium from US Gov't inventories has long been a sore
spot for the industry. This new s follow s on earlier plans to cut sales significantly.

•

Pet ition 232 pending. Energy Fuels and Ur Energy have petitioned the US Commerce Department to review the impact
of the 32% of the uranium that comes from Russia, Kazakhstan and Uzbekistan in light of national security. They
request: 1) 25% of US uranium requirements are purchased from American producers; and 2) US agencies that require
uranium should buy domestically. Russia's Duma has voted in favour of curtailing trade w ith the USA in certain sectors.
While U3O8 is no longer specifically mentioned, w ording appears broad enough to impact nuclear exports from the US.

Pro duct ion pullback continues. Ranger Mine, the 10th largest uranium mine announced yesterday that it w ould close as
of 2021. The mine produced 5 MM lbs U3O8 (3.2% of w orld) in 2017 but is approaching end of mine life (likely in analyst
models). How ever, its closure is likely a death knell for nearby Ranger 3 Deep project (halted in 2015) and the massive but
controversial Jabiluka deposit. Paladin Energy (PDN-ASX, Not Rated) announced in May that Langer Heinrich w ould be
placed on Care and Maintenance; removing another 3.4 MM lbs pa production (5.2 MM lb capacity). April saw Peninsula
Energy (PEN-ASX, BUY, A$0.50 target) stop development of its 56.9 MM lb Karoo project in South Africa. UxC forecast
production of 138 MM lbs U3O8 is 10% low er than the 154 MM lbs mined in 2017. Secondary supplies of 48 MM lbs U3O8
means 186 MM lbs of supply versus 169 MM lbs U3O8 demand (WNA) or 192 MM lbs (UxC).
Investors jumping in. The Yellow Cake new s follow s upon close of a $23 MM equity raise by the original physical uranium
holding company, Uranium Participation (U-T, BUY, C$4.80 target). On 4-Jun-18, Laramide (LAM-T, BUY, C$0.60 target)
announced a $2.1 MM raise, and Blue Sky (BSK-V, Not Rated) increased its raise from $2.66 to $3.08 MM. KazAtomProm’s
IPO is slated for later this year, w hereas the Gov't plans to sell at least 25% of the w orld's largest uranium miner.
Figure 1: Uranium Company Coverage and Targets
Company Name

Ticker

Last Close Shares Out
(C$/sh)
(MM)

MCap
(C$MM)

Rating

Target
(C$/sh)

DCF
Multiple

Lift to
Target

Associate:
Uranium Participation

U

4.16

137

571

BUY

4.80

1.00

15%

Producers:
Cameco Corp.
Uranium Energy Corp.
Energy Fuels
Ur Energy
Peninsula Energy

CCO
UEC (US)
EFR
URE
PEN (AU)

11.97
US 1.60
2.59
0.84
A 0.25

396
160
78
147
234

4,738
257
203
123
57

BUY
BUY
BUY
BUY
BUY

15.00
US 2.30
3.85
1.55
A 0.50

1.00
1.00
1.00
1.00
0.90

25%
44%
49%
85%
104%

Developers:
NexGen Energy
Denison Mines
Fission Uranium
Berkeley Energia
Toro Energy
Laramide Resources
Azarga Uranium

NXE
3.02
DML
0.63
FCU
0.58
BKY (AIM) GBP 0.46
TOE (AU)
A 0.03
LAM
0.33
AZZ
0.26

343
559
485
255
2,008
118
85

1,037
352
281
117
54
39
22

BUY
BUY
BUY
BUY
NEUTRAL
BUY
NEUTRAL

6.10
1.70
2.10
GBP 1.05
A 0.04
0.60
0.30

0.90
0.80
0.90
0.60
0.80
0.80

102%
170%
262%
142%
59%
82%
15%

348
247
123
20

94
19
39
7

BUY
BUY
BUY
BUY

0.50

Explorers:
UEX Corp.
Kivalliq Energy
Mawson Resources
U3O8 Corp.

UEX
KIV
MAW
UWE

0.27
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0.35

0.80
No Target
No Target
No Target

85%

Source: Eight Capital, FactSet, Company Reports
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Figure 2: Uranium – Breakout is Accompanied by a Weekly M ACD BUY Signal in Bullish M omentum Territory.
Resistance Levels: $27.00 to $28.00

Source: Eight Capital, Bloomberg, StockCharts.com

Figure 3: CCO – Successfully Validating the April Breakout from a Yearlong Base

Source: Eight Capital, Bloomberg, StockCharts.com
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Figure 4: EFR – Weekly M omentum M ove into Bullish Territory Leads a Breakout above the 2017 Highs

Source: Eight Capital, Bloomberg, StockCharts.com

Figure 5: NXE – Weekly M ACD Buy Signal Supports a Breakout above the 18-M onth Downtrend Line

Source: Eight Capital, Bloomberg, StockCharts.com
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Disclosures and Disclaimers
This research report (as defined in IIROC Rule 3400) is issued and approved for distribution in Canada by Eight Capital, a
member of the Investment Industry Regulatory Organization of Canada, and the Canadian Investor Protection Fund. Eight
Capital accepts responsibility for the dissemination of this report. Non-client recipients of the research report should not
rely solely on the investment recommendations contained herein and should consult their ow n professional advisors. Eight
Capital w ill not treat any non-client receiving this report as its ow n. Institutional clients w ho require additional information
on securities discussed in this report should contact a qualified sales person at Eight Capital.
Eight Capital accepts no liability w hatsoever for any loss arising from any use or reliance on this research report or the
information contained herein.
This research report is being provided only to institutional clients of Eight Capital and is intended for informational
purposes only. This research report is not an offer to sell or the solicitation of an offer to buy any of the securities
discussed herein. The information contained in this research report is prepared from publicly available information,
internally developed data and other sources believed to be reliable, but has not been independently verified by Eight
Capital. Eight Capital makes no representations or w arranties w ith respect to the accuracy, correctness or completeness of
such information and they should not be relied upon as such.
All estimates, opinions and recommendations expressed herein constitute judgments as of the date of this research report
and are subject to change w ithout notice. Eight Capital does not accept any obligation to update, modify or amend this
research report or to otherw ise notify a recipient of this research report in the event that any estimates, opinions and
recommendations contained herein change or subsequently become inaccurate or if this research report is subsequently
w ithdraw n.
Past performance is not a guarantee of future results, and no representation or w arranty, expressed or implied, is made
regarding future performance of any security mentioned in this research report. The price of the securities mentioned in
this research report and the income they generate may fluctuate and/or be adversely affected by market factors or
exchange rates, and investors may realize losses on investments in such securities, including the loss of investment
principal. Nothing in this research report constitutes legal, accounting or tax advice. Investors should consult w ith his or
her independent legal or tax adviser in this regard.
US Residents: This report is provided to US residents under a chaperoning arrangement pursuant to Rule 15a-6 of the U.S.
Securities Exchange Act of 1934 (the "Rule"). Eight Capital is a non-U.S. broker-dealer for the purposes of the Rule and is
not registered w ith the Financial Industry Regulatory Authority, the Securities and Exchange Commission or any state
securities regulatory authority. This research report is intended only for persons w ho are a “major U.S. institutional
investor” w hich is defined as a U.S. institutional investor or any other entity w hich ow ns or manages at least $100 million
in financial assets. This research report is not a solicitation to sell the securities discussed herein; how ever, should you
choose to make an unsolicited transaction in such securities w e may refer you to our chaperone. Please be advised that
Eight Capital may earn a commission in connection w ith transactions through our chaperone and, in certain cases, our
chaperone may give up trading to Eight Capital for execution.
Eight Capital Corp. is a U.S. registered broker-dealer, a member of FINRA and an affiliate of Eight Capital. Eight Capital
Corp. accepts responsibility for the contents of this research report, subject to the terms and limitations as set out above.
U.S. residents seeking to effect a transaction in any security discussed herein should contact Eight Capital Corp. directly.
Research reports published by Eight Capital are intended for distribution in the United States only to Major Institutional
Investors (as such term is defined in SEC 15a-6 and Section 15 of the Securities Exchange Act of 1934, as amended) and
are not intended for the use of any person or entity.

Dissemination of Research
Eight Capital’s Research is distributed electronically through email, w ebsite (passw ord protected) or hard copy.
Dissemination of initial research reports and any subsequent research reports is made simultaneously to a pre-determined
list of clients of Eight Capital’s Institutional Sales and Trading representatives.

Conflicts of Interest
Eight Capital has w ritten procedures designed to identify and manage potential conflicts of interest that arise in
connection w ith its research and other businesses. The compensation of each Research Analyst/Associate involved in the
preparation of this research report is based competitively upon several criteria, including performance assessment criteria,
the quality of research and the value of the services they provide to clients of Eight Capital. The Research Analyst
compensation pool includes revenues from several sources, including sales, trading and investment banking. Research
analysts and associates do not receive compensation based upon revenues from specific investment banking transactions.
Eight Capital generally restricts any research analyst/associate and any member of his or her household from executing
trades in the securities of a company that such research analyst covers, w ith limited exception.
Should this research report provide w eb addresses of, or contain hyperlinks to, third party w eb sites, Eight Capital has not
review ed the contents of such links and takes no responsibility w hatsoever for the contents of such w eb sites. Web
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addresses and/or hyperlinks are provided solely for the recipient's convenience and information, and the content of third
party w eb sites is not in any w ay incorporated into this research report. Recipients w ho choose to access such w eb
addresses or use such hyperlinks do so at their ow n risk.
Unless publications are specifically marked as research publications of Eight Capital, the view s expressed therein
(including recommendations) are those of the author and, if applicable, any named issuer or Investment Dealer alone, and
have not been approved by, nor are they necessarily those of, Eight Capital. Eight Capital expressly disclaims any and all
liability for the content of any publication that is not expressly marked as a research publication of Eight Capital.
Forw ard-looking statements are based on current expectations, estimates, forecasts and projections based on beliefs and
assumptions made by the author. These statements involve risks and uncertainties and are not guarantees of future
performance or results and no assurance can be given that these estimates and expectations w ill prove to have been
correct, and actual outcomes and results may differ materially from w hat is expressed, implied or projected in such
forw ard-looking statements.

Research Analyst Certification

Each Research Analyst and/or Associate w ho is involved in the preparation of this research report hereby certifies that:
•
the view s and recommendations expressed herein accurately reflect his/her personal view s about any and all
of the securities or issuers that are the subject matter of this research report;
•
his/her compensation is not and w ill not be directly related to the specific recommendations or view s
expressed by the Research Analyst in this research report;
•
they have not affected a trade in a security of any class of the issuer w hether directly or indirectly through
derivatives w ithin the 30-day period prior to the publication of this research report;
•
they have not distributed or discussed this Research Report to/w ith the issuer, investment banking at Eight
Capital or any other third party except for the sole purpose of verifying factual information; and
•
they are unaw are of any other potential conflicts of interest.
The Research Analyst involved in the preparation of this research report does not have any authority w hatsoever (actual,
implied or apparent) to act on behalf of any issuer mentioned in this research report.

Informal Comment

Informal Comments are analysts’ informal comments that are posted on the Eight Capital w ebsite. They generally pertain to
new s flow and do not contain any change in analysts' opinion, estimates, rating or target price. Any rating(s) and target price(s)
in an Informal Comment are from prior formal published research reports. A link is provided in any Informal Comment to all
company specific disclosures and analyst specific disclosures for companies under coverage, as well as general disclosures and
disclaimers.

Presentations
Presentations do not include disclosures that are specific to analysts and specific to companies under coverage. Please refer to
formal published research reports for company specific disclosures, analyst specific disclosures and valuation methodologies
used in determining target prices for companies under coverage.

Idea of Interest

Eight Capital has not initiated formal continuing coverage of Idea of Interest companies. Eight Capital from time to time
publishes reports on Idea of Interest securities for w hich it does not and may not choose to provide formal continuous
research coverage. All opinions and estimates contained in an Idea of Interest report are subject to change w ithout notice
and are provided in good faith but w ithout the legal responsibility that w ould accompany formal continuous research
coverage. The companies may have recommendations as per our regular rating system and may have target prices; see
Explanation of Recommendations for details. Any recommendations, target prices and/or comments expire 30 days from
the published date, and once expired should no longer be relied upon as no assurance can be given as to the accuracy or
relevance going forw ard. Eight Capital does not accept any obligation to update, modify or amend any Idea of Interest
report or to otherw ise notify a recipient of an Idea of Interest report in the event that any estimates, opinions and
recommendations contained in such report change or subsequently become inaccurate. Eight Capital’s clients should
consult their investment advisor as to the appropriateness of an investment in the securities mentioned.
IIROC Rule 3400 Disclosures: A link (here) is provided in all research reports delivered by electronic means to disclosures
required under IIROC Rule 3400, including disclosures for sector research reports covering six or more issuers.

Explanation of Recommendations

Eight Capital target: Represents the price target as required under IIROC Rule 3400. Valuation methodologies used in determining
the price target(s) for the issuer(s) mentioned in this research report are contained in current and/or prior research. Eight Capital
target N/A: a price target and/or NAV are not available if the analyst deems there are limited financial metrics upon which to base a
reasonable valuation.
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Reco mmendat io ns: BUY: Total returns expected to be materially better than the overall market w ith higher return
expectations needed for more risky securities. NEUTRAL: Total returns expected to be in line w ith the overall market.
SELL: Total returns expected to be materially low er than the overall market. TENDER: The analyst recommends tendering
shares to a formal tender offer. UNDER REVIEW: The analyst w ill place the rating and/or target price Under Review w hen
there is a significant material event w ith further information pending; and/or w hen the analyst determines it is necessary
to aw ait adequate information that could potentially lead to a re-evaluation of the rating, target price or forecast; and/or
w hen coverage of a particular security is transferred from one analyst to another to give the new analyst time to reconfirm
the rating, target price or forecast.
SECURITY ABBREVIATIONS: NVS (non-voting shares); RVS (restricted voting shares); RS (restricted shares); SVS
(subordinate voting shares).
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