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Rook I Project.
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For those about to Rook, we salute you!
We initiate coverage of NexGen Energy Ltd. with a SPECULATIVE BUY rating and a
C$4.00 per share target price. NexGen is a uranium exploration and development
company, with a portfolio of high-grade uranium projects located in the Athabasca Basin
in Saskatchewan. Our price target is based on 1.0x NAV, forecast as at Jan 1, 2021. Our
SPEC BUY rating is based on the 158% implied return to our target and the outstanding
permitting and project funding risks associated with the Arrow project.

We view NXE as a compelling investment for investors looking for exposure to uranium
through a world-class deposit in a low-risk jurisdiction. Our investment thesis is based
on four key attributes, as summarized below:

1. A highly strategic asset: Rook I, NexGen’s 100%-owned flagship project, is host to
the Arrow deposit - which we believe is one of the world's best undeveloped high-grade
uranium deposits. The size, grade and favourable geological setting of Arrow position
it to be the largest, lowest-cost uranium mine in the world, supplying ~14% of global
supply once in production at lowest quartile cash costs. In our view, the disruptive
potential of Arrow makes ownership of the asset highly strategic.

2. Located in a top mining jurisdiction: NXE’s portfolio of uranium projects is located
in the Athabasca Basin in Saskatchewan. The Athabasca Basin is a prolific mining
camp, home to some of the world’s largest and highest-grade uranium mines. The
province of Saskatchewan is also one of the world’s best mining jurisdictions in terms
of ease of doing business. Saskatchewan ranks third in the world for Mining Investment
Attractiveness and first on the Policy Perception Index.

3. Timed for a turnaround in uranium: We believe the development (and financing)
schedule for the Arrow project will coincide with a turnaround in uranium. In our view,
the fundamentals for uranium are improving, with increasing demand for nuclear energy
and security of future supply becoming ever more important. As long-term contracts
expire, we believe utilities will begin to feel pressure to re-enter the market to ensure
future supply for their reactors. We expect these contracts to occur at prices that
are acceptable for miners (i.e., more aligned with the global production cost curve)
supporting year-over-year increases in the uranium price toward our long-term price of
US$50/lb U3O8 (vs. spot ~US$25/lb currently). Absent an increase in the uranium price
(all else equal), we calculate an implied target price of C$1.70/sh, which exceeds NXE’s
current share price of C$1.55/sh. We provide a comprehensive outlook on uranium in
Appendix A.

4. Led by an experienced and reputable management team: NexGen is led by
a team of highly experienced industry professionals with a successful track record of
discovering uranium deposits and developing projects through to production. Insiders
currently own ~5% of NXE’s shares outstanding.

Key risks: Key risks to our investment thesis include uranium price movements and
market sentiment, potential changes to project parameters, permitting and financing
risks, and exposure to changes in the USD:CAD exchange rate. We provide a detailed
discussion on each of these in the body of this report.

Upcoming potential catalysts:

• Release of additional assay results from the 2019 Feasibility-stage drill program at
Arrow (Q1 2020)

• Bankable Feasibility Study and updated Mineral Resource (H1 2020)

• Signing of Impact Benefit Agreements with local communities

• Environmental Impact Statement submission (H2 2020)

• Potential acquisition (ongoing)

For important information, please see the Important Disclosures beginning on page 54 of this document.



 

2 

 

Table of Contents 

Investment Thesis .................................................................................... 3 

Attribute 1 – A highly strategic asset ........................................................... 3 

Attribute 2 - Located in a top mining jurisdiction ........................................... 5 

Attribute 3 - Timed for a turnaround in uranium ............................................ 6 

Attribute 4 - Led by an experienced management team .................................. 8 

Valuation Overview ....................................................................................... 8 

Key Assumptions in our Valuation .................................................................. 11 

Scenario Analysis ........................................................................................ 12 

Upcoming Potential Catalysts ........................................................................ 13 

Key Risks to our Estimates ........................................................................... 13 

  Company Overview ................................................................................. 15 

Project Overview .................................................................................... 17 

Conclusions ............................................................................................ 29 

Appendix A – Our Thoughts on Uranium ................................................. 30 

Appendix B1 – Management ................................................................... 50 

Appendix B2 – Board of Directors ........................................................... 52 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

NexGen Energy Ltd.
Initiation of Coverage

Speculative Buy  Target Price C$4.00  | 13 January 2020 Specialty Minerals and Metals 2



 

3 

 

Investment thesis 

We are initiating coverage of NexGen Energy Ltd. (NXE-TSX, “NexGen”, “NXE”) with 

a SPECULATIVE BUY rating and a C$4.00 per share target price. NexGen is a 

uranium exploration and development company, with a portfolio of high-grade 

uranium projects located in the southwestern Athabasca Basin in Saskatchewan.  

We view NXE as a compelling investment for investors looking for exposure to 

uranium through a world-class deposit in a low-risk jurisdiction. Our investment 

thesis is based on four key attributes, as described in detail below.  

Figure 1: NXE asset location map 

 
Source: Company Reports 

Attribute 1 – A highly strategic asset 

Rook I, NexGen’s 100%-owned flagship project is host to the high-grade Arrow 

deposit – one of the world’s best undeveloped ore deposits, in our view. Given the 

sheer size, grade and favourable geological setting of the deposit (as discussed 

below), we believe Arrow’s production profile will be disruptive to the uranium 

market and we view ownership of the deposit as highly strategic. In our view, the 

Arrow project would be a very attractive target for existing major producers. 

With a resource of 348mlbs of U3O8 contained in 3.43Mt grading 2.05% U3O8, Arrow 

is the world’s largest undeveloped high-grade uranium deposit. Included within the 

current indicated resource is an area of high-grade core of ~0.46Mt grading 17.85% 

U3O8; a uranium grade that is more than 100 times the global average. The current 

resource, before considering any additional exploration upside, positions NexGen to 

be amongst the largest uranium producers in the world. Based on 2016 global 

production (prior to major production cuts from Cameco and Kazatomprom), if 

Arrow were in production today it would be the single largest uranium mine in the 

world and would represent ~14% of global supply (Figure 2). 

 

We initiate coverage of NexGen Energy 

Ltd. (NXE-TSX) with a SPEC BUY rating 

and a C$4.00 per share target price 

Arrow is the world’s largest undeveloped 

high-grade uranium deposit 
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Figure 2: Production by producer (prior to major production cuts) – NXE inclusive 

 
Source: SNL, Company Reports and Canaccord Genuity estimates 

The Arrow deposit is not only disruptive for the quantity of uranium it would supply 

into the market, but also for its unique geological setting, resulting in industry-

leading low costs. Unlike other deposits in the Athabasca Basin, the Arrow deposit is 

hosted exclusively in basement rock (Figure 3), which drilling to date has confirmed 

will not require freezing to extract ore. Ground freezing is essential at other mines in 

the Basin to prevent water inflows into the mine and improve ground conditions to 

be able to mine as the sandstone that overlays the deposits is water-bearing and 

unconsolidated. However, this method of operation is very technical and costly. The 

fact that Arrow is basement-hosted creates the opportunity for the use of simple 

and traditional mining methods, resulting in significant cost savings relative to other 

uranium mines in the Basin. Once in production, Arrow is expected to have costs in 

the lowest quartile, making it the world’s largest, low cost underground uranium 

mine (Figure 4). We estimate an all-in sustaining cost of only C$13.01/lb 

(~US$9.88/lb), versus the current spot U3O8 price of ~US$25.00/lb, allowing Arrow 

to be profitable through all uranium cycles.  

Based on our long-term uranium price of US$50.00/lb and other capital and 

operating cost assumptions, we estimate an after-tax IRR of 48% and a payback 

period of only 1.5 years. In light of these economics, we view the Arrow deposit as 

the best undeveloped uranium asset globally and view ownership of the deposit as 

highly strategic.  

Figure 3: Arrow deposit geological setting 

 
Source: Company Reports 

Company

Production 

(mlbs U3O8)

% of Global 

Production

Kazatomprom 31.7 17%

Cameco 27.1 15%

NexGen Energy Ltd.* 25.4 14%

Orano 21.9 12%

Uranium One 12.7 7%

BHP 8.4 5%

ARMZ 7.5 4%

Navoi Mining 6.2 3%

Energy Asia 5.9 3%

Rio Tinto 5.2 3%

CGN 4.3 2%

*NXE if in production
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The unique geological setting of Arrow, 

results in industry leading low costs 

Ownership of the deposit will be highly 

strategic 
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Figure 4: All-in cost of top producing uranium mines 

 
Source: UxC LLC, SNL, Company Reports, and Canaccord Genuity estimates 

Attribute 2 – Located in a top mining jurisdiction 

NexGen’s portfolio of uranium projects are located in the Athabasca Basin in 

Saskatchewan. The Athabasca Basin is a prolific mining camp, home to some of the 

world’s largest and highest-grade uranium mines such as McArthur River (2,573kt of 

6.91% U3O8) and Cigar Lake (553kt of 14.48% U3O8). Given the history of uranium 

mining in the region, there is no shortage of mining talent and expertise.  

The province of Saskatchewan is also one of the world’s best mining jurisdictions in 

terms of ease of doing business. Saskatchewan ranks third in the world for Mining 

Investment Attractiveness and first on the Policy Perception Index that ranks 

governments on the attractiveness of their mining policies (Fraser Institute – 2018). 

The province is known for a permitting process that is both transparent and timely, 

ranking the best in Canada for timeline certainty when it comes to issuance of 

permits.  

Considering jurisdiction, we believe it is likely that NexGen will be able to permit and 

develop the Rook I Project (specifically the Arrow deposit) and other future 

discoveries within a reasonable amount of time. NexGen continues to work actively 

with provincial and federal permitting agencies (the CNSC), local communities and 

other stakeholders who may be impacted by the project. We are encouraged by the 

recently signed Study Agreements with four local Aboriginal communities and 

continue to expect submission of the Environmental Impact Statement in H2 2020. 

We estimate receipt of permits within 24 months of EIS submission with 

construction starting as early as 2023.  
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Figure 5: Fraser Institute Investment Attractiveness - Top 10 Ranking 

 
Source: Fraser Institute Annual Survey of Mining Companies 2018 

Attribute 3 – Timed for a turnaround in uranium  

The past decade has been tough for uranium. In response to the 2011 Fukushima 

disaster, we have seen decimation of the uranium market and uranium equities, 

with spot uranium tracking below US$30/lb since early 2016. However, the 

fundamentals for uranium seem to be improving. In our view, NexGen is timed for a 

turnaround in uranium. As one of the world’s best and most advanced stage 

development projects in the uranium space, Arrow has the potential to be financed 

and developed in the midst of a strengthening uranium market.  

Figure 6: Historical U3O8 Price 

 
Source: UxC, LLC 

We discuss our outlook for uranium in more detail in Appendix A, but note the 

following here:  

Global demand for nuclear energy continues to grow as countries are increasingly 

recognizing the importance of nuclear as a reliable source of low emission, baseload 

energy. There are currently ~53 nuclear reactors under construction, with another 

110 planned, and many more proposed. As a result, we forecast an increase in 

uranium demand from ~173mlbs U3O8 in 2019 to ~252mlbs U3O8 by 2035 (~2% 

CAGR).  

Against this backdrop, security of future supply is becoming more and more 

important. Since 2016, over 60mlbs of primary U3O8 supply has come out of the 

market, as producers have curtailed production in light of depressed uranium prices  
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and an oversupplied market. As a result, secondary supply and inventory 

drawdowns have been critical to meet supply needs. However, over the next few 

years, as these inventories draw down and long-term supply contracts begin to 

expire, significant uncovered utility requirements should emerge. Current UxC 

estimates forecast uncovered requirements of ~50% of demand by 2025, as Arrow 

nears commercial production (Figure 7).  

As a result, we believe utilities will begin to feel pressure to re-enter the market to 

ensure future supply for their reactors. We expect these contracts to occur at prices 

that are acceptable for miners (i.e. more aligned with the global production cost 

curve) supporting year over year increases in the uranium price towards our long-

term price of US$50.00/lb U3O8 by 2025.  

We provide changes to our implied target price based on changes to our U3O8 long-

term forecast in Figure 8 below. We note that even at current spot pricing (all else 

equal), we calculate an implied target price of C$1.70/sh, which exceeds NXE’s 

current share price of C$1.55/sh. 

 

Figure 7: Utility covered vs. uncovered uranium requirements (mlbs) 

 
Source: UxC LLC, Uranium Participation Corp. 

 

Figure 8: Implied target price based on changes to our U3O8 long-term forecast  

 
Source: Company Reports, Canaccord Genuity estimates 
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Attribute 4 – Led by an experienced management team  

NexGen is led by a team of highly experienced industry professionals with a 

successful track record of discovering uranium deposits and advancing development 

projects. In our view, NexGen has the capabilities required to advance Arrow 

through to production, if necessary.  

Founder and CEO Leigh Curyer has over 20 years of experience in the resources and 

corporate sector. In his most recent role as CFO at Southern Cross Resources (now 

Uranium One), Curyer successfully managed the Honeymoon project through 

exploration, permitting and feasibility. Curyer is strongly supported by his adept 

management team and practiced board of directors. Christopher McFadden, 

Chairman of the board, has over 21 years of experience in the resource sector and 

is currently the President and CEO of NxGold Ltd. He was previously Manager of 

Business Development at Newcrest and has ample experience in project evaluation 

and negotiation of large and complex transactions.  

Management is currently looking to appoint a Chief Operating Officer. In our view, 

this person will be a valuable asset as NexGen advances through final Feasibility 

towards a financing and construction decision. We present biographies on each 

member of NXE’s board and management team in Appendices B1 and B2. 

 

VALUATION OVERVIEW 

Our base case valuation is centred around the successful financing and development 

of the Arrow deposit. Our key assumptions are summarized in Figure 11 below and 

detailed in the next section. We assume all financing requirements going forward 

will be addressed via a mix of project debt financing and NXE equity, through capital 

market issuances at the current market price. Overall, we derive a Corporate Net 

Asset Value (NAV) of C$3.59 per share, based on our project level valuation for 

Arrow and other corporate adjustments as at Jan 1, 2020 (Figure 9). Our 12-month 

target price is based on 1.0x NAV, forecast as at Jan 1, 2021 (Figure 10). Our 1.0x 

NAV multiple is predicated on the fact that 12-months from now NXE will have 

completed a bankable Feasibility Study on the Arrow Project and submission of 

major permit documents to the CNSC. As a highly strategic asset, we believe these 

milestones put the project ‘in play’, increasing the attractiveness of NXE to existing 

major producers. 

Our Speculative Buy rating is based on the 158% implied return to our C$4.00/sh 

target price, and the outstanding permitting and project funding risks associated 

with the Arrow Project. We reflect other risks present in our valuation through the 

use of a heightened discount rate, increased capital and operating costs, and 

conservative project timelines, in our view. 

Our project level valuation for Arrow was derived using a 10% discount rate, 

determined by taking a base rate of 8%, appropriate for a uranium project in a low-

risk jurisdiction, and adding a further 2% to account for increased risk related to 

technical work outstanding (the Feasibility Study), permitting, financing, and project 

construction. Overall this yields a total project level NAV of C$2.3 billion or 

C$2.80/sh. We note that we currently do not ascribe any value to NXE’s other 

earlier stage properties. 

 

Experienced industry professionals with a 

successful track record of discovering and 

advancing uranium projects 

We estimate a Net Asset Value (NAV) of 

C$4.00 per share as at Jan 1, 2021 

NexGen Energy Ltd.
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Figure 9: Net Asset Value breakdown - as at Jan 1, 2020 

 

 
Source: Company Reports, Canaccord Genuity estimates 

 

Figure 10: Net Asset Value breakdown - as at Jan 1, 2021 

 

 
Source: Company Reports, Canaccord Genuity estimates 

Disc. Rate C$ MMs C$/sh %

Rook I - Arrow 10.0% 2,257 $2.80 100%

Other 0 $0.00 0%

Total Asset Level Cash Flows 2,257 $2.80 100%

Other properties - in-situ 0 $0.00

Cash & Equivalents 58 $0.07

Future Equity Issuances 744 $0.92

Working Capital (ex. Cash and Debt) (10) ($0.01)

Total Debt (118) ($0.15)

Corporate SG&A 8.0% (33) ($0.04)

Corporate tax adjustment 8.0% 0 $0.00

Net Asset Value 2,897 $3.59

Net Asset Value per share $3.59

Share count as at Jan 1, 2020 355.8

Shares issued from equity raises 450.7

Fully funded share count 806.5

Disc. Rate C$ MMs C$/sh %

Rook I - Arrow 9.50% 2,607 $3.23 100%

Other 0 $0.00 0%

Total Asset Level Cash Flows 2,607 $3.23 100%

Other properties - in-situ 0 $0.00

Cash & Equivalents 87 $0.11

Future Equity Issuances 694 $0.86

Working Capital (ex. Cash and Debt) (10) ($0.01)

Total Debt (118) ($0.15)

Corporate SG&A 8.0% (34) ($0.04)

Corporate tax adjustment 8.0% 0 $0.00

Net Asset Value 3,225 $4.00

Net Asset Value per share $4.00

Share count as at Jan 1, 2021 386.1

Shares issued from equity raises 420.4

Fully funded share count 806.5

NexGen Energy Ltd.
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Figure 11: Key Assumptions in our Valuation 

 
Source: Company Reports, Canaccord Genuity estimates 

 

From a relative valuation perspective, despite the quality of the project, the low-risk 

jurisdiction, and NexGen’s portfolio of other prospective exploration properties, the 

company trades in line with its uranium developer peers on a NAV basis (Figures 12 

and 13).  

 

Figure 12: Global uranium developer comps  

  
Source: Consensus estimates, Factset, Company Reports, Canaccord Genuity estimates 

 

Operating Assumptions CG Estimate NXE PFS

Mine Life years 9 9

Average Throughput tpd 1,044 1,039

Average Annual Production mlbs U3O8 25.4 25.4

Average Grade % U3O8 3.1% 3.1%

Average Cash Cost C$/lb U3O8 $7.06 $5.81

Average Cash Cost (+ gov't royalties) C$/lb U3O8 $11.81 $10.62

Average AISC C$/lb U3O8 $13.01 $11.77

Pre-Production Capital C$MMs 1,496 1,247

Construction Start Date H1 2023 na

First Production H1 2026 na

Financing Assumptions CG Estimate

Debt C$MMs 973 65%

Equity C$MMs 524 35%

Total C$MMs 1,496 100%

Required Equity Raises to a Construction Decision

H2 2020 C$MMs 50

H1 2023 (after completion of FS and permitting) C$MMs 100

Ticker Share Price Market Cap. Enterprise Value

Company (C$) (C$MMs) (C$MMs) Name Stage Location P&P M&I Inferred M&I + I EV/M&I + I P/NAV

Azarga Uranium Corp. AZZ $0.23 40.7 40.6 Dewey Burdock PEA USA - 40.1 6.0 46.1 $0.88 0.56x

Denison Mines Corp. DML $0.53 319.5 39.7 Wheeler River PFS Canada 98.6 144.1 12.7 156.9 $0.25 0.35x

Berkeley Energia Ltd. BKY $0.21 51.3 18.6 Salamanca DFS Spain 54.6 59.8 29.6 89.3 $0.21 -

Boss Resources Ltd. BOE $0.04 71.5 15.7 Honeymoon PFS Australia - 33.1 38.5 71.6 $0.22 0.52x

Fission Uranium Corp. FCU $0.29 141.0 134.4 Patterson Lake PFS Canada 81.4 102.4 32.8 135.2 $0.99 0.14x

Laramide Resources Ltd. LAM $0.22 31.4 134.4 Church Rock Adv. Explor Canada - 69.8 28.8 98.6 $1.36 -

NexGen Energy Ltd. NXE $1.57 558.6 682.8 Rook I PFS Canada 234.1 256.6 91.7 348.3 $1.96 0.30x

Plateau Energy Metals Inc. PLU $0.25 22.2 699.0 Macusani PEA Peru - 51.9 72.1 124.1 $5.63 0.12x

Toro Energy Ltd. TOE $0.01 15.7 25.4 Wiluna Scoping Australia - 66.6 24.3 90.9 $0.28 -

UEX Corporation UEX $0.13 49.3 23.5 Christie Lake Adv. Explor USA - 36.0 71.8 107.8 $0.22 -

Uranium Energy Corp. UEC $1.18 217.2 224.5 Reno Creek PFS USA - 58.4 45.4 103.9 $2.16 0.32x

Vimy Resources Ltd. VMY $0.04 26.2 224.8 Mulga Rock DFS Australia 42.3 45.4 64.9 110.3 $2.04 0.16x

Peer Group Average 128.7 188.6 $1.35 0.31x

Flagship Asset Global Resource (mlbs U3O8) Comps

NexGen Energy Ltd.
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Figure 13: P/NAV vs. uranium developer peers 

 

 
Source: Consensus Estimates, Factset, Company Reports, Canaccord Genuity estimates 

KEY ASSUMPTIONS IN OUR VALUATION 

Operating assumptions: Our project level valuation for Arrow is based off the mine 

plan for the Arrow deposit as outlined in the 2018 PFS technical report, adjusted as 

follows: 

 We forecast mining and processing rates in line with those outlined in the 

2018 technical report; we estimate average LOM production of 25.4mlbs 

per year over nine years with production weighted to the first five-years 

driven by higher head grades (3.35% U3O8 vs. LOM 3.11% U3O8). In our 

view, a mine plan of nine years is conservative given the additional inferred 

resources that have yet to be converted, and the fact that the deposit 

remains open at both strike and depth.  

 We forecast a 20% increase in initial capital costs to account for potential 

cost overruns during construction and/or the signing of less favourable 

contract terms.   

 We forecast a 20% increase in operating costs over LOM and elevated costs 

during ramp-up to be conservative. 

 We assume successful permitting of the project, with EIS submission in 

H2/2020 and receipt of permits by H2/2022. 

 We forecast a construction start date of early 2023, with first production 

occurring in 2026. As Arrow is a relatively small mine, averaging ~1,100tpd 

over LOM, we assume commercial production is achieved by mid-2026.  

Financing assumptions: Our valuation is centred on the successful financing of the 

Arrow deposit. We assume all financing requirements going forward will be 

addressed via a mix of project debt financing and NXE equity: 

 We assume all equity raises (interim and for project funding) occur at the 

current share price. We view this as relatively conservative as NexGen is 

currently trading near historical lows since the discovery of the Arrow 

deposit. 

 We estimate near-term equity will be required to bridge funding gaps in 

support of Feasibility, exploration and EA level work. In light of a depressed 

uranium price, we estimate a C$50 million equity issuance in H2/2020. 

 We estimate a medium-term equity issuance of C$100 million in H1/2023 

following receipt of permits and a positive construction decision 

 We assume project debt financing for up to 65% of the project’s initial 

capital (CGe C$973 million) with the remaining balance to be funded 

through NXE equity. 
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 All equity dilution is included in our per share NAV calculation. We estimate 

additional dilution of ~451 million shares, for total shares issued and 

outstanding of ~806 million by 2026. 

 

SCENARIO ANALYSIS 

We have utilized scenario analysis to assess various changes to the key assumptions 

and risks in our base case valuation for NexGen and the Arrow Project. We outline 

how those changes impact our NAVPS below. 

A. A 10% decrease in the U3O8 price: Reducing our U3O8 price forecast by 

10% results in an 11% decrease to our NAVPS, to $3.54.  

B. A 10% increase in initial capital: We already assume an initial capital 

cost of $1,496 million escalated 20% from the PFS estimate of $1,247 

million. Increasing this capital cost by a further 10%, results in a NAVPS 

decline of $0.14 to $3.86. 

C. A 10% increase in operating costs: We currently estimate a cash 

operating cost of $471/t processed (~20% above the technical report to be 

conservative). Increasing operating costs by a further 10% results in a 

NAVPS decline of $0.05 to $3.95. 

D. A 20% lower raise price increases equity dilution: Reducing the price 

at which NXE finances Arrow into production by 20% increases equity 

dilution and results in a NAVPS decline of $0.49 or 12%, to $3.51. 

E. A 10% decrease in operating costs: We currently estimate a cash 

operating cost of $471/t processed. Decreasing operating costs by10% 

results in a NAVPS increase of $0.04, to $4.04. 

F. A 10% decrease in initial capital: We already assume an initial capital 

cost of $1,496 million escalated from the PFS estimate of $1,247 million. 

Decreasing this capital cost by 10% results in a NAVPS increase of $0.15 to 

$4.15. 

G. A 10% increase in the U3O8 price: Increasing our U3O8 price forecast by 

10% results in an 11% increase to our NAVPS, to $4.45. 

H. A 20% higher raise price decreases equity dilution: Increasing the 

price at which NXE finances Arrow into production by 20% decreases equity 

dilution and results in a NAVPS increase of $0.41 or 10%, to $4.41. 

Figure 14: Sensitivity of our NAVPS to changes in our key assumptions 

 
Source: Canaccord Genuity estimates 
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UPCOMING POTENTIAL CATALYSTS 

There are several key potential catalysts on the horizon: 

 Release of additional assay results from the 2019 Feasibility-stage drill 

program at Arrow (Q1 2020 - 37 assays remain pending) 

 Maiden Feasibility Study and updated Mineral Resource estimate (H1 2020) 

 Signing of Impact Benefit Agreements with local communities (summer 

2020)  

 Environmental Impact Statement submission (H2 2020) 

 Receipt of final permits (medium- to long-term – we assume H2 2022) 

 Potential M&A (ongoing) 

 

KEY RISKS TO OUR ESTIMATES 

Uranium price and market 

Our estimates and valuation are extremely sensitive to the price of uranium and we 

can make no assurances that the future price trajectory of the metal will be in line 

with our estimates. If the price of uranium does not improve, NXE could face 

significant dilution. Furthermore, we acknowledge the risk of another nuclear 

disaster and the impact this would have on public perception of nuclear power and 

by extension the uranium market and uranium equities. We present our NAV 

sensitivity to various changes in our U3O8 price deck in Figure 15 below. 

Figure 15: NAV Sensitivity to uranium price 

 
Source: Company Reports, Canaccord Genuity estimates 

Permitting and ESG risk 

Our estimates and valuation assume successful permitting of the Arrow project; 

however, there is no guarantee that NexGen will be able to permit Arrow and 

potential future projects. Furthermore, the use of an Underground Tailings 

Management Facility - the first of its kind in the Athabasca Basin – may attract 

scrutiny in the permitting process and extend permitting timelines. Environmental, 

social and governance risks will also need to be considered due to heightened social 

awareness surrounding uranium following several high-profile accidents involving 

nuclear energy. 

Project risk 

The Arrow project is at a PFS level, with work currently being completed in 

preparation for a Feasibility Study expected in H1 2020. Accordingly, the project is 

subject to changes in operational parameters including estimates of initial capital 

and operating costs that could impact our assessed valuation. Given the work done 

to date and discussions with management, we do not anticipate drastic changes in 

operational parameters; however, to be conservative we have escalated our capital 

and operating costs estimates, extended the ramp up period to production, and 

applied a higher discount rate.  
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Financing risk 

As an exploration and development company with no operating cash flow, NexGen is 

reliant upon the capital markets to remain a going concern. There is no guarantee 

that NexGen will be able to access capital markets on a going-forward basis as a 

result of a potential change in market sentiment and pricing. 

Currency exposure 

NXE’s assets are located in Saskatchewan, with the majority of costs expected to be 

denominated in C$. Given that uranium contracts are routinely denominated in US$, 

the relative exchange rate could have a significant impact on NXE’s future financial 

performance. We present our estimate of the impact on our NAV from changes in 

the USD:CAD exchange rate in Figure 16 below. 

Figure 16: Sensitivity to the C$ exchange rate 

 
Source: Company Reports, Canaccord Genuity estimates 
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Company Overview 

NexGen Energy Ltd is a uranium exploration and development company, with a 

portfolio of highly prospective uranium projects located in the southwest Athabasca 

Basin. Rook I, NexGen’s 100%-owned flagship project is host to the high-grade 

Arrow deposit and other regional uranium discoveries. 

NexGen’s strategy appears to have three major pillars:  

 Focus on the development of Tier-1 Canadian uranium projects: NexGen 

owns the most significant land position of the underexplored Southwest 

Athabasca Basin in Canada covering a total of 259,000 hectares. This 

dominant land position is viewed as a future strategic source of Tier-1, 

high-grade uranium deposits. 

 Position NexGen as a future market leader in the uranium space: The scale 

and economics of the Arrow project could position NexGen as a future 

market leader in the uranium space. In the near-term, advancement of the 

project will remain NexGen’s key area of focus.   

 Focus on environmental and social responsibility: When developing projects, 

NexGen directs efforts towards reducing their environment footprint and 

fostering economic and social development in neighbouring communities 

through a variety of initiatives (breakfast club program, summer student 

internship program).  

Figure 17: NXE Rook I project location map 

 
Source: Company Reports 

Capital markets profile 

NexGen Energy Ltd. is incorporated in Canada, with two corporate offices in 

Vancouver and Saskatoon. NexGen’s common shares are listed on the TSX and 

NYSE and trade under the ticker ‘NXE’. As at the date of this publication, the  

NexGen Energy Ltd is a uranium 

exploration and development company 

with a portfolio of highly prospective 

uranium projects 
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company has ~356 million shares outstanding, along with ~36 million in options 

(~392 million fully diluted; exercise price of $0.46 - $3.39) of which insiders own 

~5%. Since Jan 1, 2019, an average of ~654 thousand shares are traded daily.  

NXE’s growth to date has been funded by capital market transactions. We present a 

list of the company’s transactions in Figure 18 below. Current major shareholders 

include Mega Uranium Ltd (5.5%), Kopernik Global Investors LLC (4.6%), CEF 

Holdings Ltd (Li Ka Shing) (3.8%), and Russel Investment Management LLC (3.1%), 

amongst others.  

Figure 18: Capital market transactions 

 
Source: Company Reports, Factset 

Financial Position and Cash Flow Projections 

NXE exited Q3 2019 with C$72 million in cash and cash equivalents and C$118 
million in convertible debt. With C$72 million in cash and cash equivalents, we view 
NexGen as adequately financed through 2020 to complete all Feasibility Study and 
EA level work. From 2020 onward we estimate an annual burn rate of ~C$20-30 
million through to a construction decision. We bridge funding gaps with additional 

equity raises. 
 
We present our projections for the company’s operating and free cash flow in Figure 
19 below.  
 
 

Figure 19: Forecast cash flow per share  

 
Source: Company Reports, Canaccord Genuity estimates 

Close Date Description Amt Raised (C$ MMs) Currency Deal Type Security Type Offer Price

30 Aug '13 NXE Private Placement Offering 5.0 CAD Equity Unit (Shares,Warrants) 0.35                    

20 Dec '13 NXE Private Placement Offering 3.2 CAD Equity Shares 0.30                    

17 Mar '14 NXE-CA Bought Deal Follow-On 11.5 CAD Equity Units 0.45                    

12 Nov '14 NXE Bought Deal 11.5 CAD Equity Shares 0.46                    

20 May '15 NXE-CA Bought Deal Follow-On 27.3 CAD Equity Common Stock 0.50                    

02 Dec '15 NXE-CA Bought Deal Follow-On 21.3 CAD Equity Common Stock 0.65                    

10 Jun '16 NexGen Energy Ltd. 7.500% 10 Jun '21 Private Placement Offering 76.4 USD Debt Convertible bonds 100.00                

30 Jun '16 NXE Private Placement Offering 2.0 CAD Equity Shares 1.00                    

21 Jul '17 NXE Private Placement Offering 81.7 CAD Equity Shares 3.38                    

21 Jul '17 NexGen Energy Ltd. 7.500% NXE Private Placement Offering 75.2 USD Debt Convertible bonds 100.00                
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Project Overview 

ROOK I PROJECT - ARROW (100% NXE) 

The Rook I Project is host to the Arrow deposit, a 100% basement-hosted, high-

grade uranium deposit located within the southwestern rim of the Athabasca Basin; 

the world’s leading source of high-grade uranium. Development of the Arrow deposit 

forms the basis of our valuation of NXE.  

Figure 20: Project location map 

 
Source: Company Reports 

History 

Exploration in the Rook I Project area has been recorded since 1968. Since then 

multiple companies have undertaken exploration activities including geological 

mapping, prospecting, soil sampling, airborne geophysical surveys, ground 

geophysical surveys, and core drilling. No significant mineralization was noted prior 

to the 1980s, when Saskatchewan Mining Development Corp (SMDC) first 

discovered what is now known as the Bow occurrence. Following SMDC’s ownership, 

Titan Uranium Inc (“Titan”) purchased and carried out additional geophysical 

surveys on the property. Between 2005 and 2008, Titan had success in detecting 

strong EM anomalies. Mega Uranium Ltd (“Mega”) then acquired the mineral 

properties from Titan in February of 2012; these properties included all nine 

dispositions that now comprise the Rook I Project.  

The Arrow deposit is a 100% basement-

hosted, high-grade uranium deposit 
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Later in 2012, NexGen was incorporated as a uranium exploration and development 

company and acquired Mega’s interest in the properties. NexGen accelerated 

exploration through ground surveys, sampling and core drilling. Drill programs 

completed on the properties have discovered uranium mineralization in various 

areas. Significant discoveries to date include: Area A in 2013, the Arrow deposit in 

2014, Camp East, Harpoon and Cannon in 2016, and South Arrow in 2017. On the 

Arrow deposit specifically, NexGen accelerated drilling, completed a maiden Mineral 

Resource estimate in 2016, a PEA in 2017, and most recently a PFS in 2018. 

Geology and Mineralization  

The Arrow deposit lies within the Athabasca Basin (Figure 21). The Athabasca Basin 

is a region in the Canadian Shield that lies between northern Saskatchewan and 

Alberta that consists primarily of unmetamorphosed sandstones with local 

conglomerate beds. The Athabasca is marked by an unconformity with the 

underlying basement rocks. The basement rocks beneath the sandstone belong to 

the Lloyd Domain and consist of northeast trending Archean and Aphebian granitic 

and metasedimentary gneisses; the latter contain graphitic pelitic and semipelitic 

gneisses and granofels, which are favourable host rocks for uranium mineralization.  

Figure 21: Athabasca Basin regional geology map  

 
Source: Company Reports 

The mineralization at Arrow is exclusively hosted within crystalline basement rocks 

that are below the unconformity (Figure 22). This is typical of an ingress-type 

deposit, in contrast to egress-type deposits which occur at or above the 

unconformity and are hosted by sandstone rather than basement rocks (the 

majority of deposits in the Basin). As a result, ingress-type deposits do not require 

freezing to be extracted due to their competent ground setting, allowing for 

conventional underground mining. Ingress-style mineralization also contains almost 

exclusively uranium, whereas egress-style mineralization is polymetallic and can 

contain high concentrations of nickel, cobalt, and lead that can result in complicated 

metallurgy. 

The Arrow deposit is a vein-style uranium deposit. It consists of several stacked 

lenses within a 308m wide zone with an overall strike length of 970m starting at 

110m from surface. Mineralization at Arrow is associated with narrow, strongly 

graphitic, pelitic and graphitic semipelitic gneiss lithologies that are thought to 

represent discrete shear zones. Six discrete, parallel shear zones have been  

The Arrow deposit is exclusively hosted 

within crystalline basement rocks, which 

do not require freezing to extract ore 
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recognized to date, referred to as the A0 through A5 panels (Figure 23). Of the 

shear zones, the A2 and A3 shears host higher-grade, thicker and more continuous 

areas of mineralization known as the A2 sub-zone (A2-HG) and A3 sub-zone (A3-

HG). The highest-grade stopes occur around the 500m level, within the A2 vein. 

Mineralization is open at both strike and depth. 

Figure 22: Athabasca Basin deposit settings 

 
Source: Company Reports 

 

Figure 23: Arrow project geology - shear zones 

 
Source: Company Reports 
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Reserves and Resources 

We present the reserves and resources as defined in the PFS for Arrow as at May 

25, 2018 in Figures 24 and 25 below. We note that resources are inclusive of 

reserves. The reserves are defined using a price of US$45/lb and a cutoff grade of 

0.25% U3O8. The mineral reserves extend from approximately 355m to 655m below 

surface and are limited to the A2 and A3 shear zones. Based on the current mine 

plan, the total reserve of 3,433kt at 3.09% U3O8 supports a mine life of ~9 years.  

We expect a significant conversion of resources from the indicated to measured 

category in H1 2020 based on infill drill results released to date from the 2019 

Feasibility-stage drill program. Assay results have all intersected strongly 

mineralized intercepts, including some of the best intervals reported to date. Drill 

highlights include:  

 AR-19-225c1 – 36.0m grading 11.36% U3O8, including 12.0m grading 

33.78% U3O8 

 AR-19-221c1 – 26.0m grading 10.39% U3O8, including 8.0m grading 

32.88% U3O8 

Figure 24: Arrow Mineral Reserve estimate as at May 25, 2018 

 
Source: Company Reports, Canaccord Genuity estimates  

 

Figure 25: Arrow Mineral Resource estimate as at May 25, 2018 

 
Source: Company Reports, Canaccord Genuity estimates 

Structure Tonnage (kt) Grade (U3O8 %) Contained (mlbs U3O8)

Proven -                     -                        -                                     -                                          

Probable

A2 2,057.6                 4.13% 187.4                                     

A3 1,375.5                 1.54% 46.7                                        

Total 2P 3,433.1                 3.09% 234.1                                     

Proven & Probable Mineral Reserves

Structure Tonnage (kt) Grade (U3O8 %) Contained (mlbs U3O8)

Measured -                     -                        -                                     -                                          

Indicated

A2 1,240.0                 0.79% 21.7                                        

A2 HG 460.0                    17.85% 181.0                                     

A3 1,010.0                 0.70% 15.5                                        

A3 HG 180.0                    9.68% 38.4                                        

Total M&I 2,890.0                 4.03% 256.6                                     

Inferred

A1 1,510.0                 0.72% 23.9                                        

A2 1,290.0                 0.70% 19.9                                        

A2 HG 5.0                         12.70% 1.4                                          

A3 1,230.0                 1.11% 30.0                                        

A3 HG 1.0                         9.07% 0.2                                          

A4 800.0                    0.92% 16.3                                        

180

Total Inferred 4,840.0                 0.86% 91.7                                        

Mineral Resources

Included in A3 & A4

We expect a significant conversion of 

resources from the indicated to measured 

category in H1 2020 
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Figure 26: Reserves and resources included in PFS mine plan 

 
Source: Company Reports 

Mining  

Production at Arrow is expected to be performed using conventional long-hole stope 

mining. Ore will be drilled and blasted, trucked to centrally located ore or waste 

passes and crushed underground before being loaded onto a conveyor and hauled to 

the shaft for loading. The material will then be sorted in stockpiles based on grade, 

blended, and conveyed to the ball mill.  

Production is envisioned to occur at a mining rate of 1,000–1,300tpd, averaging 

~1,100tpd over the life of mine. The PFS envisions the use of two long-hole 

methods: transverse stope and longitudinal retreat stope mining. Transverse stope 

mining is to be used in areas that are of higher-grade (>4%) and have wider stopes 

(>10m), whereas longitudinal retreat stope mining will be used for thinner stopes of 

lower grade. Geotechnical assessment to date supports 30m level spacing and a 

nominal stope strike length of 15m to 30m. 

As previously mentioned, the PFS mine plan is designed around the A2 and A3 shear 

zones. The block model has been designed as two separate vertical blocks: the 

Upper Block and the Lower Block. Within each block, the A2 and A3 veins can be 

mined independently, resulting in four potential production areas: the Upper Block, 

Lower Block, A2 vein and A3 vein. This design should enable flexibility in mine 

planning and sequencing. 

Lateral mine development will be taken from two shafts. Shaft #1 will extend to 

658m below surface and will be for production and transfer of personnel and 

materials and Shaft #2 will be a ventilation shaft that extends 533m below surface.  

Conventional long-hole stope mining at 

an average mining rate of ~1,100tpd 
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Given the competent ground setting, conventional underground mining is performed 

without the process of ground freezing. However, we note that initial shaft sinking 

will require some temporary freezing in order to sink the shaft through ~125m of 

poorer quality rock mass. 

We currently forecast a mine operating cost of C$190/t processed, 20% above the 

PFS technical report to be conservative. 

Figure 27: Section of mine plan looking north 

 
Source: Company Reports 

Processing 

The proposed mill will be located on surface directly above the mine and is planned 

to process an average of 1,400tpd of ore with annual production capacity up to 

31mlbs per annum. Processing will consist of conventional grinding followed by 

multi-stage acid leaching, liquid-solid separation via counter current decantation 

(CCD) and solvent extraction. The uranium will then be precipitated from the 

solution and dried to create uranium oxide concentrate (yellowcake) to be 

commercially sold.  

Ore will first be crushed underground to a suitable size for the grinding mill. The 

grinding mill will consist of a SAG mill followed by a ball mill. Leaching will consist of 

six tanks that will be connected in series and flow by gravity. The PFS expects 

99.3% of the uranium in ore to dissolve in the leaching circuit, which will then be 

followed by a train of six CCD thickeners, increasing this percentage to 99.5%. The 

uranium solution will then undergo solvent extraction followed by precipitation and 

washing before being dried, packaged and sent to conversion facilities. 

Metallurgical test programs to date have demonstrated high recovery of uranium 

during the leaching and solvent extraction processes, confirming that a high purity 

uranium product can be produced. Uranium recovery over life of mine is expected to 

be 97.6% including typical ramp-up of recovery in the first year of processing. No 

deleterious elements in sufficient quantity are present that would affect marketing 

of the final yellowcake product.  

Due to the component ground setting, 

conventional underground mining is 

performed without the process of ground 

freezing 

Metallurgical programs to date have 

demonstrated high recovery of uranium 

and low concentrations of deleterious 

elements 
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We currently forecast a mill operating cost of C$199/t processed and site G&A cost 

of C$82/t processed, both 20% above the technical report to be conservative.  

Figure 28: PFS Process flow sheet 

 
Source: Company Reports 

Underground Tailings Management Facility  

All processed waste generated will be mixed with cement to create paste backfill 

and delivered back underground via paste fill reticulation piping. The cement paste 

will then be used to fill stopes created by mining and any excess paste will be stored 

in an Underground Tailings Management Facility (UGTMF). The UGTMF is an 

innovative design for uranium mines and would be the first of its kind in the 

Athabasca Basin. If successful it will significantly reduce the environmental and 

surface footprint of the Rook I Project.  

Despite an apparent level of heightened risk, both the PEA and PFS studies to date 

have confirmed the geotechnical conditions of the rock-mass in the proposed area 

are suitable for an underground facility. In particular, the area is thought to be very 

stable given negligible alternation or structures intersected. Discussions with 

regulators and neighbouring Aboriginal communities are ongoing (these parties 

meet bi-monthly), with all parties well informed of the plan for the UGTMF. Initial 

feedback has been positive, and any questions and/or concerns are actively being 

addressed. The Feasibility study level drill-program continues to drill test this area 

for increased confidence in the geotechnical and hydrogeological characteristics 

Processed waste will be stored in an 

Underground Tailings Management 

Facility, the first of its kind in the 

Athabasca Basin 
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(with five more holes outstanding). We do note that four different tailings 

management options were considered: the UGTMF, a purpose-built pit, cellular 

surface pits, and a conventional above ground tailings facility; with the UGTMF 

ranking the best in terms of closure technology, environmental performance, 

community interest and overall safety.  

The proposed UGTMF will consist of 88-diamond shaped excavations (chambers) 

that will store both paste tailings and combined precipitates. The excavations will be 

25m wide by 25m long and 60m in height, holding a volume of 28,400m3. 

Construction will be sequenced to maintain stability by ensuring that a new chamber 

is not constructed until the adjacent chamber is backfilled. The mine plan envisions 

that at any time two chambers will be available for disposition while other chambers 

are being prepared for disposition (drilled, blasted, and mucked). Ten chambers are 

to be developed and filled per year, resulting in the need for 88 chambers over the 

current nine-year mine life. Management noted that given stable ground conditions 

and future resource expansions, expanding the UGTMF to add additional chambers 

should not be difficult. Permits, once received, will cover a 24-year operating life 

and include no constraint to the size of the facility. 

Figure 29: Underground tailings management facility design  

 
Source: Company Reports 

Infrastructure 

The Rook I Project is located in a remote area with established road access via 

Provincial Highway 955 and an existing 13.5km access road that currently leads to 

the exploration camp. The vehicle access road will be used to transport both 

equipment and supplies to and from the Project, as well as trucking of the final U3O8 
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product. Personnel will be flown to and from site via small aircrafts, which will 

require the construction of an airstrip. However, other supporting infrastructure and 

utilities in the area are limited. 

Due to the remote location of the Project, there is no access to the provincial power 

grid. Electricity for the operations (surface and underground) will be provided by on-

site generators; an on-site power plant with 14-megawatts of capacity is planned. 

Management is also considering the use of liquid natural gas (LNG), and renewable 

options for the long-term operation of the Project. Water will be supplied from the 

nearby Patterson Lake and recycled sources (mine dewatering, surface water 

management ponds). Other required surface infrastructure is detailed in Figure 30. 

In advance of the construction of permanent surface facilities, a surface lease 

agreement will be required from the provincial government. 

Figure 30: Surface infrastructure at the Rook 1 Project 

 
Source: Company Reports 

 

Figure 31: Proposed infrastructure map 

 
Source: Company Reports 
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Permitting 

In Saskatchewan there are several Federal and Provincial regulatory approvals that 

need to be acquired for operation of a new uranium mine and mill. The Rook I 

project, and future uranium projects fall under both Federal and Provincial 

jurisdiction for Environmental Assessments (EA). Therefore, Canada’s federal 

regulator, the Canadian Nuclear Safety Commission (CNSC), and the Saskatchewan 

Ministry of Environment (MOE) will each require an EA prior to project approval. As 

the sole federal responsible authority for uranium and nuclear projects, the CNSC 

will act as the lead agency overseeing the federal EA process and coordinating 

activities with the provincial government.   

The Project Description for Rook I was accepted in April 2019, marking the 

commencement of the Environmental Assessment process. NexGen continues to 

work closely with local Aboriginal communities within the proximity of the Rook I 

project, having consulted with and entered into Study Agreements with the four 

local communities within the project area. These Study Agreements outline 

respective joint working groups to ensure inclusion of each community’s traditional 

knowledge into the EA progress as well as committing the parties to negotiate 

Impact Benefit Agreements (IBA) in good faith and as early as possible. NexGen is 

advanced in these discussions and we expect signing of IBAs before the end of June 

2020.  

NXE plans to submit their Environmental Impact Statement (EIS) in H2 2020 for 

review by the Ministry of Environment. A technical review of the EIS will be 

performed followed by a public notice for comment. The review and public 

comments are then provided to the Minister of Environment who decides to either 

approve or not approve the Project. Once approved, NXE can proceed with 

development. We estimate a permitting timeline of 24 months from submission of 

the EIS.  

Taxes and royalties  

The Arrow deposit is subject to Canadian federal and provincial corporate tax as well 

as Saskatchewan mining royalties. The federal and provincial corporate tax rates 

currently applicable over the project’s life of mine are 15% and 12%, respectively. 

In Saskatchewan, uranium projects are subject to multiple royalties on both 

revenue and profit. There are three main components to the royalty system: 

 Basic Royalty: 5% of net revenue, less a Saskatchewan Resource Credit of 

0.75% of net revenue (effective rate of 4.25%). Net revenue is defined as 

gross revenue less transportation costs to point of sale. 

 Resource Surcharge: 3% of net revenue. 

 Tiered profit royalty: Rates vary from 10% to 15% as net profit increases, 

with a 10% royalty on the first C$22.00 of profit per kilogram of 

yellowcake, followed by 15% on profits exceeding $22.00 per kilogram.  

The Rook I Project is currently not subject to any NSR royalty agreements. We 

estimate total government taxes and Saskatchewan royalties of C$2.5 billion over 

life of mine.  

Our estimates  

We forecast a nine-year mine life at the Arrow deposit, based on current reserves. 

Over this mine life, we model average annual production of 25.4mlbs of U3O8, at an 

operating cost of ~$471/t processed. We estimate an average U3O8 cash cost of 

C$11.81/lb and an all-in sustaining cost (AISC) of C$13.01/lb.  

We present our forecasts for production and costs in Figure 32 below.  

NexGen plans to submit their 

Environmental Impact Statement in H2 

2020 
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Figure 32: Arrow production and cost profile 

 
Source: Company Reports, Canaccord Genuity estimates 

OTHER EXPLORATION ASSETS  

NexGen owns the most significant land position of the southwest Athabasca Basin, 

covering a total of 259,000 hectares. The Rook I Project portfolio consists of the 

Arrow deposit as well as the South Arrow, Harpoon, Bow, and Cannon discoveries. 

These discoveries are all located within 5km of the Arrow deposit (Figure 33) and 

are defined along a mineralized strike length of 7km in the Patterson Corridor. The 

Patterson Corridor is now host to 10 uranium discoveries over a total mineralized 

strike length of 14km that extends from the Spitfire discovery 

(Purepoint/Cameco/Areva) to the Triple R discovery (Fission). NexGen holds a 

strategic land position in that their discoveries are located in the middle of the 14km 

strike length, with neighbouring discoveries on both sides. NexGen holds 9km of 

total strike length. 

The most advanced of these exploration properties is the Harpoon discovery. The 

Harpoon discovery is located 4.7km from the Arrow Deposit and is defined by strong 

visible uranium and dense accumulations of massive to semi-massive pitchblende 

mineralization. Drill highlights to date include: discovery hole HP-16-08 which 

intersected 17.5m at 3.89% U3O8, including 2.5m at 12.49% U3O8 and hole HP-16-

20 which intersected 13.5m at 3.94% U3O8 including 2.5m at 20.90% U3O8. The 

Harpoon discovery is subject to a 2% NSR royalty held by Advanced Royalty Corp 

(that can be bought back for $1 million) and a 10% production carried interest held 

by Rio Tinto. 

In the southwest Athabasca Basin, NexGen owns the SW1 property that exhibits 

similar geophysical signatures to the Rook I property and is situated on the western 

limb of a regional fold structure (with Arrow situated on the eastern limb – Figure 

33). Historical drilling indicates structures and alteration that coincide with 

favourable geophysical properties for uranium mineralization. Exploration drilling is 

set to commence imminently on the property and will target high-priority anomalies 

that show similar characteristics to the Arrow deposit.   

Lastly, NexGen owns 64% of IsoEnergy, which holds a prospective portfolio of 15 

uranium exploration projects in the historic Eastern Athabasca Basin. The highest 

priority properties include Larocque East, Geiger, Thorburn Lake and Radio. These 

properties are located near other active uranium mines such as Cameco’s Cigar Lake 

mine. 

We currently do not ascribe any value to these exploration assets.  
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Figure 33: Rook I uranium occurrences  

 
Source: Company Reports 

 

Figure 34: SW1 Property and Rook I show similar geophysical characteristics 

 
Source: Company Reports 
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Conclusions 

RESTATING OUR INVESTMENT THESIS 

We initiate coverage of NexGen Energy Ltd. (NXE-TSX) with a Speculative Buy 

rating and a C$4.00 per share target price. NexGen is a uranium exploration and 

development company, with a portfolio of high-grade uranium projects located in 

the southwestern Athabasca Basin in Saskatchewan.  

Our target price is based on 1.0x NAV, forecast as at Jan 1, 2021, and our 

Speculative Buy rating is based on the 158% implied return to our C$4.00/sh target 

price. We view NXE as a compelling investment for investors looking for exposure to 

uranium through a world-class deposit in a low-risk jurisdiction.  

Our investment thesis is based on four key attributes, summarized as follows:  

 Rook I, NexGen’s 100%-owned flagship project is host to the Arrow deposit; 

which we believe is one of the world’s best undeveloped high-grade uranium 

deposits. The size, grade and favourable geological setting of Arrow, position it 

to be amongst the largest and lowest cost uranium mines in the world, 

supplying ~14% of global supply once in production at the lowest quartile cash 

costs. In our view, ownership of the deposit will be highly strategic. 

 NXE’s portfolio of uranium projects are located in one of the world’s top mining 

jurisdictions, the Athabasca Basin in Saskatchewan. The Athabasca Basin is a 

prolific mining camp, home to some of the world’s largest and highest-grade 

uranium mines. The province of Saskatchewan is also one of the world’s best 

mining jurisdictions in terms of ease of doing business.  

 NexGen is timed for a turnaround in uranium. We believe the development (and 

financing) schedule for the Arrow project will coincide with a turnaround in 

uranium. With increasing demand for nuclear energy and security of future 

supply becoming more and more important, we forecast yearly increases in the 

uranium price towards our long-term price of US$50.00/lb. 

 NexGen is led by a team of highly experienced industry professionals with a 

successful track record of discovering uranium deposits and developing projects 

through to production.  

RESTATING THE RISKS INHERENT IN OUR ESTIMATES 

 Our estimates and valuation are extremely sensitive to the price of uranium and 

we can make no assurances to the future price trajectory of the metal. 

 There is no guarantee that NexGen will be able to permit Arrow. NexGen will 

also need to continually assess environmental, social and governance risks. 

 The Arrow project is at a PFS level. Accordingly, the project is subject to 

changes in operational parameters including estimates of initial capital and 

operating costs that could impact our assessed valuation.  

 As an early stage development and exploration company with no operating cash 

flow, NexGen is reliant upon the capital markets to remain a going concern.  

 NXE’s assets are located in Saskatchewan, with the majority of costs expected 

to be denominated in C$. Given that uranium sales are routinely denominated in 

US$, the relative exchange rate could have a significant impact on NXE’s future 

financial performance 

UPCOMING CATALYSTS 

 Release of additional assay results from the 2019 Feasibility-stage drill program 

at Arrow (Q1 2020) 

 Bankable Feasibility Study and updated Mineral Resource (H1 2020) 

 Signing of Impact Benefit Agreements with local communities 
 Environmental Impact Statement submission (H2 2020) 
 Potential M&A (ongoing) 

NexGen Energy Ltd.
Initiation of Coverage

Speculative Buy  Target Price C$4.00  | 13 January 2020 Specialty Minerals and Metals 29



 

30 

 

Appendix A – Our thoughts on uranium 

(Co-authored with Analyst Larry Hill - Canaccord Genuity Australia Ltd.)  

Summary 

The past decade has been tough for uranium. In response to the 2011 Fukushima 

disaster, governments have taken nuclear capacity offline and increased safety and 

permitting requirements needed to operate nuclear facilities. This slowdown in 

demand, combined with incremental growth in low cost Kazakhstan in-situ leach 

production has had a detrimental effect on overall market balance, with spot pricing 

reducing below the cost of production for many projects. As a result, the uranium 

market and uranium equities have been decimated over the last decade, particularly 

at the junior end of the sector (from 585 listed ASX/TSX companies in 2011 to ~50 

currently).  

Softer pricing has led to curtailment from some of the world’s largest producers, 

with ~60mlbs of U3O8 primary supply removed since 2016, highlighting supply 

discipline and a longer-term investment horizon by incumbent producers. Restart 

programs now established in Japan (five facilities restarted over 2018/19, two 

passed screening), and a renaissance to pre-Fukushima levels of nuclear generation 

(~10% of global energy demand) provide early encouragement that the 

fundamentals for uranium seem to be improving.  

In this report, we provide an outlook for demand and supply as well as an updated 

uranium price deck. Our key takeaways are as follows:  

Demand Key Takeaways 

The world needs nuclear energy: Global demand for electricity is forecast to increase 

55% by 2035. In our view, nuclear energy will play an important role in our future 

global energy mix as it provides a cheap, low emission, reliable source of baseload 

energy. Over the past few years, with a better understanding of nuclear energy, 

several countries have expressed a renewed interest and commitment to reactor 

buildouts. We forecast a modest increase in reactor capacity of 8% by 2025, due to 

construction timelines. However, we anticipate an accelerated buildout to occur 

between 2025 to 2035 (driven by China, India and Russia). We forecast a total 

increase in reactor capacity of 42% by 2035; equating to ~80mlbs of additional 

U3O8 demand. 

China will be the key demand driver: Despite nuclear power only accounting for 4% 

of China’s current electricity consumption, China is the fastest growing nuclear 

energy market in the world. To meet China’s goal of 20% of energy from non-fossil 

fuels by 2030, we anticipate a threefold increase in China’s nuclear capacity by 

2035, equating to ~45mlbs of additional U3O8 demand. 
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Figure 35: CG Demand Forecast  

 
Source: WNA, IAEA, Canaccord Genuity estimates 

Supply Key Takeaways 

Economic realities will continue to have an impact on primary mine supply: Due to 

oversupply in the market and depressed uranium prices, significant curtailment 

decisions have been made by some of the world’s largest producers. Since 2016, 

~60mlbs of primary U3O8 supply has come out of the market, including 25mlbs of 

supply in 2018 alone with the suspension of operations at McArthur River and 

production curtailments of ~20% in Kazakhstan. In our view, in the absence of an 

increase to the uranium price, primary production curtailments are likely to continue 

as higher-priced term contracts expire and producers become increasingly 

vulnerable to lower prices.  

Secondary sources could be the swing factor: With reactor requirements outpacing 

primary supply for the last two decades, secondary supply and inventory drawdowns 

have been critical to meet supply needs. We expect production curtailments and 

subsequent buying in the spot market to result in significant drawdowns of uranium 

inventories over the next few years. As inventories decline, supply and demand 

should rebalance, and prices will likely recover closer to the marginal cost of 

production. In addition, any indication that there isn’t enough “mobile” inventory 

available to satisfy demand should provide a tailwind for the uranium price.  

As contracts expire, utilities will need to re-enter the market at acceptable terms: 

Long-term contracts from the previous uranium cycle have kept higher cost uranium 

mines afloat; however, these contracts are starting to roll off and significant 

uncovered utility requirements are emerging. We estimate 60% of current long-

term contracts will need to be renegotiated by 2023. In our view, long-term 

contracting will feel increased pressure to contract at acceptable terms for miners. 

We expect contracted prices to be well above current spot pricing and more aligned 

with the global production cost curve.  
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Figure 36: CG Supply Forecast 

 
Source: SNL, UwC, WNA, Canaccord Genuity estimates 

Putting it Together  

We are cautious on our near-term outlook for uranium: We are encouraged by the 

positive outlook for demand and the increased pace of reactor buildouts; however 

market access and trade policy issues (Section 232, US trade tensions, and 

potential Iran sanctions) continue to weigh heavily on the uranium market. As these 

geopolitical issues impact security of supply for utilities, utilities will continue to wait 

on the sidelines before signing any new purchase contracts. In addition, despite 

production cuts from Cameco and Kazakhstan, we expect the market to remain 

relatively balanced in the near-term, as we view secondary sources will be adequate 

to meet primary supply shortfalls. Due to a projected market balance and ongoing 

uncertainty, we expect the uranium spot price to be range bound between US$25/lb 

and US$30/lb U3O8 in the near-term. 

However, in the medium term, we are optimistic: In our view, under the current 

pricing environment, supply will struggle to keep pace with growing reactor 

demand. In this scenario, we project a growing market deficit as early as 2023 

(Figure 37). Accordingly, over the next few years security of supply will become 

increasingly important and utilities will be forced to re-enter the long-term market 

to secure future supply for their reactors. As the average cost of production is well 

above the current spot uranium price, we expect long-term contracts to occur at 

higher prices which provide miners with an acceptable rate of return. Therefore, as 

the rate of long-term contracting increases, we anticipate a corresponding increase 

in the spot uranium price. Long-term contracting has historically been the leading 

indicator of past uranium cycles.  

In our view, in the medium term we will see year over year increases in the spot 

uranium price towards a conservative long-term price of $50/lb U3O8. We expect 

elevated prices to stimulate production restarts and potential new sources of supply. 

Our supply demand forecast, and uranium price deck are presented in Figure 38 and 

37 below.  
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Figure 37: CG Supply Demand Forecast 

 
Source: SNL, UxC, WNA, IAEA, Company Reports, Canaccord Genuity estimates 

 

Figure 38: Uranium price deck 

 
Source: Canaccord Genuity estimates 

Demand 

Nuclear power plants are the main source of uranium demand worldwide. The role 

of nuclear energy in reducing greenhouse gas emissions and increasing energy 

diversification has been increasingly recognized, leading to a renewed interest in 

building new nuclear plants in several countries. However, despite providing a 

potential source of clean, affordable and reliable baseload energy, nuclear energy 

still only accounts for 11% of global electricity supply and consumption has 

remained relatively stable since the early 2000s as large-scale closures of reactors 

post-Fukushima have been offset by a build out of new facilities in China (Figure 

39).  

Due to a long period of virtually no growth, the world’s current fleet of reactors are 

aging; with 67% of reactors more than 30 years old and many scheduled to be 

retired in the coming years. Accordingly, projected demand increases (as described 

below) will be dependent on new reactor build outs, restarts, and lifetime 

extensions.  
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Figure 39: Electricity generated by nuclear energy by 
year 

 Figure 40: Nuclear energy balance since inception 

 

 

 

Source: IAEA, Canaccord Genuity estimates 
 

Source: Office of Chief Economist 

 

Growing Demand for Nuclear Reactors 

As of November 2019, there are 443 operable reactors supplying power to over 30 

countries around the world. These operable reactors provide a net generating 

capacity of ~395Gwe requiring approximately ~173mlbs of U3O8 per year.  

Recent years have seen an increase in reactor buildout, with nine new reactors 

reaching commercial production between 2018 and early 2019 alone, and 53 others 

currently under construction (Figure 41). The increase in reactor buildout is 

primarily being driven by China (the fastest growing nuclear market in the world), in 

addition to India and Russia. However, the US and France continue to dominate 

overall reactor demand with 32% and 15%, respectively, of current operating 

nuclear capacity (Figure 43). We provide a brief overview of some of these key 

consumers below.  

 

Figure 41: Nuclear reactors under construction  Figure 42: Nuclear reactors planned 

 

 

 
Source: World Nuclear Association 

 
Source: World Nuclear Association 
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Figure 43: Nuclear electricity production and nuclear share of total electricity by country 

 
Source: World Nuclear Association 

Overview of Key Consumers 

China: China currently has 47 nuclear power reactors in operation, representing 4% 

of overall energy consumption. Based on China’s 13th Five-Year Plan, China aims for 

20% of its primary energy consumption to be from non-fossil fuels by 2030. The 

impetus being China’s poor air pollution as most of China’s electricity (>70%) is 

currently generated from coal. Accordingly, reactor buildout is one of China’s key 

CO2 abatement strategies with 12 reactors currently under construction and many 

more planned.  

China currently has 46Gwe of nuclear capacity, with a goal of 120Gwe–150Gwe of 

nuclear capacity by 2030 (over 3x current capacity). To help facilitate this, the 

Chinese government issued a nuclear capacity target of 58GWe in operation by 

2020, with another 30Gwe under construction. We estimate a build out of this size 

would create demand for an additional 50 - 65mlbs of U3O8 per year (representing 

30% to 38% of current supply).  

Despite plans for rapid nuclear expansion, we do note that China’s buildout of 

reactors has slowed from starting construction on nearly seven reactors per year 

during the 2007-2010 period to just under two reactors per year for the 2011-2019 

period (Figure 44). Delays to constructions are largely due to increased regulatory 

hurdles and required safety inspections as a response to Fukushima. Taking this into 

account, we forecast a slower reactor buildout than that outlined in the 13th Five-

Year Plan.  
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Figure 44: China new reactor starts and net capacity  Figure 45: Chinese Energy Generation (TWh) 

 

 

 
Source: UxC LLC 

 
Source: BP 

Japan: Up until 2011 (pre-Fukushima), Japan was generating ~30% of its electricity 

from nuclear reactors. This reduced drastically following the tragic Fukushima 

incident which permanently shut down six reactor units and took the remaining 42 

reactors in country offline for mandatory safety inspections. Since Fukushima, only 

nine reactors have restarted, and nuclear energy now represents only 6% of Japan’s 

energy mix.  

Despite this, the Japanese government has a goal for nuclear to provide 20-22% of 

power generation requirements by 2030, indicating the need for a substantial near-

term build out and a shift in public opinion. Japan estimates that 30 restarts would 

be required to achieve the targeted energy mix of 20-22% nuclear by 2030. We 

forecast 25 restarts by 2030 as restarts have proceeded at a slower rate than 

previously anticipated due to ongoing public and political opposition as well as 

changing regulatory requirements. In addition to the nine reactors that have 

restarted, 17 are currently in the process of restart approval (9+17 = 26 is the 

basis for our estimate of 25 reactors in operation by 2030). 

USA: The US remain the world’s largest nuclear power country, with nearly 100Gwe 

of capacity accounting for ~20% of total power generation requirements. Despite 

this, no new reactors have been built in the US over the last 20 years. Accordingly, 

there is a risk of a near-term decline in US nuclear capacity given an aging fleet of 

US reactors. 

Between 2013 and 2019 alone nine reactors in the US closed and another eight are 

scheduled for closure between 2020 and 2025. To combat this decline, the US is 

granting secondary licenses for 20-year life extensions at existing operating units. 

Turkey Point units three and four were just granted authorization to operate up to 

80-years and six other units are currently under review. We forecast stable reactor 

capacity going forward as we expect life extensions and new builds to offset planned 

closures.   

France: France produces 72% of its electricity from nuclear power. Despite this, the 

French government plans to reduce the country’s reliance on nuclear power to 50% 

by 2035 (delayed from the original plan of 2025). To accomplish this, France 

intends to shut down 14 reactors before 2035. At this point, many of these 

shutdown reactors will have reached 50 years in operation.  

However, in our view, France has some competing priorities. This summer France 

committed to becoming carbon neutral by 2050 which makes removing emission 

free electricity increasingly difficult. In addition, EDF, France’s nuclear company, 

was asked to draft plans for the buildout of 6 new reactors. Accordingly, we forecast 

a slower-than-expected decline in France’s reliance on nuclear energy.   
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What does the aging reactor fleet mean for demand? 

As depicted in Figure 46, 67% of reactors have been in operation beyond thirty 

years leading to the expectation that many facilities are due for closure over the 

next decade. However, this analogy to coal fire power stations does not reflect 

reality as Figure 47 illustrates that average capacity factors have remained above 

80% independent of age.  

 

Figure 46: Number of nuclear reactors by age  Figure 47: Global average capacity factor 

 

 

 

Source: World Nuclear Association  
 
Source: World Nuclear Association, IAEA PRIS  

High generation capacity compared to other power generation as shown in Figure 48 

reflects the operation mode (i.e. high availability) and efficiency of nuclear fuel 

which is broadly consistent across various US reactors types (Figure 49).  

While over the last decade 89 reactors have been retired and 98 commissioned, the 

US Nuclear Regulatory Commission has granted license renewals to the majority of 

the 96 reactors in operation extending the lifetime from 40 to 60 years. This 

provides certainty to operators to undertake capital investment to upgrade control 

systems and critical components (tubing and steam generators) and replenish fuel 

inventories. 

Figure 48: Capacity factors for utility generation   Figure 49: Capacity factor across reactor type 

 

 

  

Source: US Department of Energy (2018), IAEA  
 

Source: US Department of Energy, IAEA 

Given the ageing profile of the global reactor fleet we model some retirements over 

our forecast period to 2030, the most pronounced being in Russia and the United 

Kingdom where we expect +30% of capacity to be retired over this period. In 
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contrast we expect that Japan will restart up to 17 reactors and retire four by 2030. 

We note that retirements have already commenced in earnest with operable 

reactors in the US falling from 110 to 96 over the last few years consistent with 89 

reactors being retired (vs 98 commencing construction) globally over the last twenty 

years.  

France is likely to continue with gradually retiring its aging fleet with reactor build 

out beyond that at Flamanville (due in 2022 at four times capital costs of US$12B) 

being limited by funding uncertainties (state utility EDF having acquired the 

bankrupt Areva in 2016) and a reduced skills base in the industry (no major new 

reactors having being built over the last decade).  

From industry projections it is apparent that the near term reactor capacity over 

2020 is expected to come from pressure water reactors in China at a standardised 

~1000-1200MWe capacity with larger facilities (>1500MWe) located in Finland 

(Olkiluoto at 1720MWe), Flamanville 3 (1750MWe) and Hinkley Point C1 (1720 

MWe) having the most uncertainty to projected project delivery.   

 

Figure 50: CGe net reactor profile to 2030   Figure 51: Projected reactor capacity coming online 

 

 

 

Source: Canaccord Genuity estimates, World Nuclear Association 
 

Source: World Nuclear Association 

 

The role of nuclear energy in CO2 abatement 

Nuclear energy has extremely low direct (i.e. during operation) greenhouse gas 

emissions, high operating efficiencies and currently accounts for ~20% of low 

carbon electricity in OECD countries.  

According to the Intergovernmental Panel on Climate Change (IPCC), global 

emissions amounted to ~27 gigatonnes of CO2 from multiple sources, with electrical 

production accounting for ~37%. With electricity demand expected to increase by 

74% over the next 20 years according to the latest EIA forecasts (Figure 52), 

nuclear power is projected to remain within the energy mix to support long term 

framework targets. These include the commitment by the European Union based on 

the 2016 Paris agreement to cut emissions by at least 40% below the 1990 level by 

2030.   
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Figure 52: Installed Energy Generation Capacity (GWe) 

 
Source: IEA: World Energy Outlook 2019 

Nuclear energy remains one of the most cost competitive sources of energy when 

considering the levelized cost of energy (LCOE). This measure considers the unit 

cost of various sources of electricity over the lifetime of the generating asset and 

can provide an indication of the breakeven price for electricity sales.  

Despite the well-publicized increases in construction costs, the competitive cost 

position of nuclear energy is also further explained by the inelasticity of operating 

costs to any movements in spot pricing of uranium. We understand only 6% of EU 

utility customers (representing ~25% of overall demand) are exposed to spot 

pricing with fuel requirements comprising approximately a third of operating costs.  

This provides a level of certainty to regulators on pricing structures and also reduces 

the likelihood of any uplift in spot uranium price creating demand destruction. 

Figure 53: Levelized unit cost of energy  Figure 54: CO2 emissions by energy type (kg CO2/kWh) 

 

 

 

Source: Nuclear Energy Agency  
 

Source: Company Reports, Canaccord Genuity estimates 
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Figure 55: Average power plant operating costs for major US electricity utilities  

 
Source: GIS: 2015 estimates 

Our Take on Demand 

In our view, nuclear energy will continue to remain a key component of base load 

power as part of the future global energy mix that aims at reducing its reliance on 

coal. Despite the inherent difficulty of predicting future energy needs, leading 

organizations (either independent or industry groups) within the energy sector 

agree that there will be a considerable rise in the consumption of nuclear power 

from now to 2040 (Figure 56). Our forecast of 42% growth in nuclear capacity is 

below even the most conservative base case provided by the IEA: World Energy 

Outlook of 43% by 2040.  

Figure 56: Projected rise in nuclear energy consumption across different studies  

 

 

 

Source: OPEC, IAEA, IEA, Canaccord Genuity estimates  

 

Figure 57: Projected nuclear reactor capacity under three scenarios 

 
Source: IAE: World Energy Outlook 
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We present our latest projections for demand in Figure 58 below. Our projected 

buildout of reactors results in capacity growing from ~395Gwe in 2019 to ~426Gwe 

in 2025. The 8% increase over this time period reflects the number of reactors 

currently under construction and an approximate construction time of five years. 

However, from 2025 to 2035 we anticipate an accelerated buildout of reactors.  

As a result, we project total capacity of ~560Gwe by 2035 (a 42% increase from 

current levels). We make the following assumptions in our demand forecast:  

 We model year on year increases in reactor buildouts based on planned and 

proposed reactors for each country per the World Nuclear Association 

forecasts, with appropriate advancements or delays where we deem 

appropriate. We anticipate planned reactors are commissioned prior to 2030 

and according to each respective country’s nuclear plan.  

 We model China as the largest driver of near-term and longer-term demand 

out to 2035 driven by China’s commitment to reactor buildouts and the 

planned pace of those buildouts. However, China’s rapid nuclear buildout 

has hit several speed bumps over the past few years. Accordingly, we 

forecast a slower buildout of proposed reactors relative to China’s Five-Year 

Plan. Despite this, we still anticipate a threefold increase in nuclear power 

consumption by 2035, equating to 45mlbs of additional U3O8 supply (or 

~25% of current supply). 

 We assume all current reactors in operation will consume similar quantities 

of U3O8 going forward. However, as many of these reactors are aging, we 

assume shutdowns and/or lifetime extensions in line with current 

government policies.  

 We apply an average unit consumption of ~450lbs U3O8/MWe across our 

subsequent reactor build outs. This is based on World Nuclear Association 

2019 average unit consumption of ~395GWe consuming 173mlbs of U3O8. 

Our resultant demand on a U3O8 basis is also shown in Figure 58 below. 

 

Figure 58: Forecast nuclear capacity and resultant U3O8 demand 

 
Source: WNA, IAEA, Canaccord Genuity estimates 
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Supply 

Primary Mine Production 

During 2018, existing uranium mines produced 139mlbs of U3O8 with the remaining 

demand balance made up by secondary supplies. Uranium is found in mineral 

deposits worldwide, with the majority of mine production concentrated in 

Kazakhstan (41%), Canada (13%) and Australia (12%) (Figure 59).  

Due to significant consolidation over the last two decades, mine production is 

concentrated in the hands of a few producers with the world’s top 10 producers 

accounting for 80% of supply (Figure 60). Of these producers, ~70% are state-

owned enterprises mostly as a function of large Chinese utilities purchasing 

operating assets such as Husab and Rossing Uranium mines in Namibia over the 

past decade.  

Figure 59: Uranium mine production by country  Figure 60: Uranium production from mines by country 

 

 

 
Source: World Nuclear Association 

 
Source: World Nuclear Association 

There are four main methods to extract mined uranium: open-pit mining, 

underground mining, by-product recovery and in-situ leaching (ISL) which we 

describe briefly below: 

 Open pit: used to mine relatively shallow deposits such as those in Namibia and 

Niger. Often to remain economic, lower grade ore is heap leached on large pads, 

aided by the high local evaporation and good ore permeability.  

 Underground: used to mine deposits too deep for open pit mining. For mining to 

be viable, these deposits must be comparatively high grade (+10% U) and often 

incorporate freezing to stabilise rock mechanics. As such these projects have 

high sustaining capital necessitating the project to run at close to full utilisation.  

 By-product: uranium often occurs in association with other minerals such as 

gold (South Africa), phosphates (USA and elsewhere) and copper (such as 

Olympic Dam in Australia). While not usually dictating overall mine plans, the 

scale of these projects results in appreciable amounts of recoverable uranium 

independent of the prevailing U3O8 price.  

 In-situ leaching (ISL): recovers the minerals by dissolving them from the host 

rock, a sandstone-hosted uranium deposit located below the water table in a 

confined aquifer. Uranium is usually dissolved in either sulfuric acid or a mildly 

alkaline solution that is injected into and recovered from the aquifer through 

wellfields.  

An increasing proportion of uranium (over 50%) is now produced via in-situ leaching 

due to a rapid expansion of ISL mines in Kazakhstan post-Fukushima. In-situ 

leaching has provided Kazakhstan with the ability to bring online additional 
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production quicker and at lower costs than hard rock competitors elsewhere in the 

world (Figure 61). This rapid expansion in supply out of Kazakhstan has since 

slowed with our understanding that the highest-grade deposits in the northern 

(Stepnoye) region of the Chu-Sarysu province have already been developed.  

While a 2014 estimate suggested ~77% of Kazakh resources are amenable to ISL, 

future deposits being considered for development may be higher cost due to 

increased resource depth (>500m below surface), higher acid consumptions (~75kg 

acid/kg uranium, up to 20x that of Australian ISL operations) and potentially lower 

leach recoveries due to high carbonate contents.  

Figure 61: Historical Mined Production – Kazakh production emerges 

 
Source: UR Energy 

 

Production Cost Curve 

Given the current low pricing environment, uranium producers have cut production 

and a number of new development projects have been deferred as absent protection 

from higher priced long-term contracts, producing is simply not economic at current 

spot uranium prices (~US$25.00/lb). We present the uranium production cash cost 

curve for 2018 in Figure 62 below.  

We estimate a significant portion of producers are underwater (on an all-in cost 

basis) at current spot prices, and an incentive price of ~US$40/lb is likely required 

over the medium-term to stimulate supply. Dependant on the protection of legacy 

longer-term contracts and operating cost (fixed vs variable) cost profiles, there 

exists potential for other miners to follow Cameco’s lead and look to purchase rather 

than produce to fulfil supply agreements.  
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Figure 62: Uranium C1 cash cost curve 

 
Source: SNL, Canaccord Genuity estimates 

Production Curtailments 

Due to oversupply in the market and uranium prices that have been below the 

average cost of production, significant curtailment decisions have been made by 

some of the world’s largest producers. Since 2016, over 60mlbs of primary U3O8 

supply has come out of the market. In 2018 alone, 25mlbs of supply was removed 

representing ~18% of global mined supply.  

Cameco indefinitely shut down the McArthur River mine and Key Lake milling 

operation, removing 18mlbs from the market in 2018. Cameco made it clear that 

they will not restart mines until they see a better market and that they will continue 

to visit the uranium spot market to help fulfil contractual sales commitments. With 

2019 sales commitments of 30–32mlbs and only 9mlbs of production, Cameco is 

expected to purchase 21-23mlbs to meet 2019 commitments and maintain 

inventories at acceptable levels. Absent production from McArthur River, similar 

purchase levels are expected in 2020.  

At the same time, the world’s largest producer, Kazatomprom, announced they 

would continue to cut production from their operations in Kazakhstan by 20% 

through 2020 and 2021, reducing supply by an additional 10mlbs per year. 

 

Inventory and Secondary Supply 

To properly understand supply and demand and the impact on pricing, we need to 

understand inventory and secondary supply. Requirements to meet reactor capacity 

have outpaced mined uranium supply for the last two decades, making secondary 

supply and inventory drawdowns critical to meet supply shortfalls. Over the last 10 

years, ~30% of global uranium supply has come from secondary uranium sources. 

Secondary sources include high enriched uranium (HEU), low enriched uranium 

(LEU), mixed oxide fuel (MOX), reprocessed uranium and re-enrichment of depleted 

uranium (tails). 

It is very difficult to predict the quantity of inventory available due to commercial 

confidentiality. As of mid-2018, UxC estimated global uranium inventory to be 

around 1.8 billion lbs of U3O8, equivalent to ~10 years of current consumption at 

~180mlbs/year. The majority of this inventory is held by utilities (53%) and 

governments (34%) with the remaining held by suppliers, traders and financial 
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institutions. However, only a relatively small portion of this inventory may be 

considered “mobile” at any given time as a significant portion of inventory is held for 

strategic reasons by governments and fuel banks.  

These commercial inventories are playing an important role in the uranium markets 

right now, as participants aim to benefit from the low spot price of uranium. 

Following suspension of production from its McArthur River mine, Cameco, like 

many other producers, has turned to the spot market to make significant purchases 

to fulfil contractual commitments.  

These production curtailments and subsequent buying in the spot market are 

expected to result in the drawdown of excess uranium inventories over the next few 

years. For the first time in a decade, we may see a break in the rise of global 

inventories and the first production deficit. In our view, draw down of inventories 

should provide upward bias in the uranium spot price. 

Figure 63: Inventory breakdown highlighting potential secondary sources.  

 
Source: EIA, Canaccord Genuity estimates 

Underfeeding remains  

As a general concept it takes between 18-24 months for uranium product to transit 

through the uranium fuel cycle (Figure 64). The U3O8 product contains trace 

amounts (<1%) of U-235 which requires further enrichment to get to the standard 

U-238 form. Latent capacity has likely emerged post Fukushima at enrichment 

facilities to re-treat waste streams providing a potential source of additional 

secondary supply from underfeeding.  

The business model for enrichers is to charge a SWU (separative work unit) price to 

utilities for services completed or receive a price for the sale of enriched uranium on 

the spot market. This implies that enrichers are not exposed to the cost of U3O8 

concentrate; however, this will have an influence on potential production via 

underfeeding.  

The enrichment process converts natural uranium (U3O8) concentrate to UF6, 

enriched from 0.711% U-235 to ~4.0% U-235 (LEU) for commercial reactor use. 

Grades of above 20% U-235 become weapon-grade and are highly regulated. A by-

product of enrichment is tails of a U-235 stream that can provide a potential source 

for enrichment dependant on spare enrichment capacity and the required tail assay 

(usually ~0.3% U-235) of the utility.  

A utility’s cost of LEU can be summarized as follows: U3O8 + UF6 conversion cost + 

SWU costs + transport costs. As such, in the recent period of softer U308 pricing 

along with more latent enrichment capacity we expect that underfeeding has likely 

slowed over recent years. We currently estimate that underfeeding represents 

~30% of non-traditional feed (Figure 65) and ~7% of total supply.  
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Figure 64: Uranium fuel cycle  Figure 65: CG non-traditional secondary supply estimates  

 

 

 
Source: Vimy Resources 

 
Source: SNL, UxC, WNA, IAEA, Company Reports, Canaccord Genuity estimates 

Our Take on Supply 

We expect continued uncertainty surrounding supply in the near-term. Despite a 

large known resource base of uranium (~6Mt U or 7Mt U3O8), the timeline to get 

these to market is uncertain. Market access and trade policy issues (Section 232, US 

trade tensions, and potential Iran sanctions) continue to weigh heavily on the 

uranium market, forcing utilities to delay long-term contracting. Since 2013, there 

has been a significant decline in contract volumes (Figure 67). However, as many of 

these contracts are expiring and significant uncovered utility requirements are 

emerging, utilities will feel pressure to re-enter the market to ensure security of 

long-term supply for their reactors. UxC estimates current cumulative uncovered 

requirements at ~1.5 billion lbs through to the end of 2035 (Figure 66).  

 

Figure 66: Utility covered vs. uncovered uranium 
requirements (mlbs) 

 Figure 67: Long-term contract volumes (mlbs) – low in 
recent years 

 

 

 
Source: UxC LLC, Uranium Participation Corp 

 
Source: UxC LLC, Uranium Participation Corp 
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In our view, the current pricing environment does not support sufficient supply to 

meet medium-term reactor demand. Absent an increase in spot and long-term 

uranium prices, we anticipate a growing market deficit to 2025 (Figure 68). 

However, as mentioned above, we expect utilities will soon begin to re-enter the 

market and contract at terms that are acceptable to miners. In this scenario (our 

base case) we expect an increase in prices which should stimulate mine restarts in 

the short term and new sources of supply long term.   

Figure 68: At current pricing we expect a growing market deficit 

 
Source: SNL, UxC, WNA, IAEA, Company Reports, Canaccord Genuity estimates 

 

Understanding Pricing  

Uranium does not trade on an open market like other commodities. Buyers and 

sellers negotiate contracts privately and usually over lengthy periods (+5 years). As 

an example, in 2018 it was estimated that only 16% of the 40mlbs of uranium 

delivered to US reactors were from the spot market. The balance of purchases were 

under long-term contracts at a weighted average price of US$41/lb U3O8.  

The main consumers of uranium are global utility companies (known as civilian 

owner/operators (COOs) in the US) with the majority (~60%) of uranium purchased 

as U308 concentrate that is enriched on behalf of COOs with the balance as 

hexafluoride (UF6), half of which is enriched.      

Spot contracts have a one-time delivery to typically occur within a year, with 

current low pricing leading to a reluctancy of producers to sell into this market, 

leading to supply curtailments. While long-term prices are influenced by confidential 

terms relating to inflators, ceilings and floors, the increasing activity of third-party 

participants such as traders and financial institutions has started to provide more 

transparency to unit pricing. 

US COOs have continued to reduce their reliance on domestically sourced uranium 

(either sourced from brokers, converters etc) with foreign quantities remaining 

stable around 30-35mlbpa as indicated in Figure 69.  

2019e 2020e 2021e 2022e 2023e 2024e 2025e

CG Forecast U3O8 Demand 172,892  172,744  176,578  181,710  184,951  188,509  191,279  

CG Forecast U3O8 Mine Production 142,895  143,025  141,939  151,111  150,566  147,765  147,765  

Net Mine Production Surplus/(Deficit) (29,997)   (29,719)   (34,639)   (30,599)   (34,385)   (40,744)   (43,514)   

CG Forecast Secondary Supply 35,322    34,373    34,500    29,956    27,952    28,134    28,159    

Net Forecast U3O8 Supply 178,217  177,398  176,439  181,067  178,518  175,899  175,924  

Net Market Surplus/(Deficit) 5,325      4,654      (139)        (643)        (6,433)     (12,610)   (15,355)   
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Figure 69: US COO’s uranium purchasing profile 2013-2018 

 
Source: World Nuclear Association, FactSet, US Energy Information Administration.  

Various pricing mechanisms are used when finalising contracts between uranium 

producers and end users. These include:  

 Fixed-price contracts for uranium: These are typically based on a term-price 

indicator at the time the contract is accepted with an escalation factor over the 

term of the contract. Since 1996, the long-term price indicator has averaged 

21% higher than the spot price (like the arbitrage that has existed in the US 

market recently as shown in Figure 69).  

 Market-related contracts for uranium: These are based on spot pricing and are 

quoted on a projection for the time of delivery rather than at the time the 

contract is accepted. These contracts include floor prices and/or ceiling prices.   

 Fuel services contracts: the majority of fuel services contracts are at a fixed 

price per kgU, escalated over the term of the contract, and reflect the market at 

the time the contract is accepted. 

 

Bringing it All Together 

We present our latest projections for supply and market balance in Figure 70 below. 

We make the following assumptions in our forecast: 

 We model primary mine production based on a combination of actual 

performance to date, the latest technical report, UxC forecasts and our own 

assumptions for mine curtailments and restarts.  

 We expect supply to remain relatively flat in the near term as mines 

continue to curtail production. As a result, we expect secondary sources of 

supply to make up the shortfall. 

 We forecast a medium-term rise in spot and long-term uranium prices due 

to an increase in contracting volumes at higher-prices. We anticipate an 

increase in price will incentivize mine restarts. 

 We forecast a return to normal production rates at Kazatomprom’s 

operations in Kazakhstan in 2022, a restart of McArthur River in 2023, and 

a restart at Langer Heinrich in 2024. We project a market balance as a 

result of restarts. 

 We forecast the need for additional sources of supply long-term (not shown 

below) via the development of new projects. We do not view current 

operating and idle production as sufficient to meet long-term reactor 

demand out to 2035. 
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Figure 70: CG base case supply demand forecast to 2025 

 

 
Source: SNL, UxC, WNA, IAEA, Company Reports, Canaccord Genuity estimates 
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Appendix B1 – Management 

(Appended from Company Website) 

LEIGH CURYERC 
Chief Executive Officer and Director 

Mr. Curyer has over 20 years’ experience in the resources and corporate sector. Mr. 

Curyer is the founder, President & Chief Executive Officer of NexGen Energy Ltd. 

and was previously the Chief Financial Officer and head of corporate development of 

Southern Cross Resources. Mr. Curyer was also Head of Corporate Development for 

Accord Nuclear Resource Management assessing uranium projects worldwide for 

First Reserve Corporation, a global energy focused private equity and infrastructure 

investment firm. Mr. Curyer is a member of the Institute of Chartered Accountants 

Australia. 

TRAVIS MCPHERSON  

Vice President, Corporate Development 

Mr. McPherson has worked in the global mining sector across a variety of 

commodities and jurisdictions for 10 years. Mr. McPherson joined NexGen Energy in 

early 2014 and is currently Vice President of Corporate Development. Prior to 

NexGen, Mr. McPherson was head of Corporate Development for a TSX-listed gold 

producer and developer where he was involved in a variety of corporate mandates 

including corporate strategy and budgeting, M&A, as well as mine permitting, 

feasibility, financing across the capital structure and construction. Mr. McPherson 

began his career in the natural resources group of an independent boutique 

Canadian investment bank. He holds a Bachelor of Commerce degree from the 

Sauder School of Business at the University of British Columbia. 

GILLIAN MCCOMBIE 

Vice President, Human Resources 

Gillian McCombie is a senior strategic Human Resources professional with over 24 

years of experience in both the mining and telecom industries. Ms. McCombie 

started her career in the mining industry with Placer Dome Inc. During her time at 

Placer she worked across six different countries at the operational, corporate and 

international levels. Ms. McCombie has expertise in succession planning, executive 

compensation; talent management, strategic recruiting, employee engagement, 

policies and procedures and international service. Most recently, Ms. McCombie 

spent seven years with Capstone Mining Corp where she was responsible for the 

overall strategic HR function for the organization. Ms. McCombie holds a Bachelor of 

Arts in English from the University of British Columbia and currently sits on the 

board of the Vancouver International Marathon Society (VIMS). 

SUSAN MATHIEU, EMBA, MSC 

Vice President, Environment & Sustainability 

Susan Mathieu is a mining professional with 25 years of diverse, international 

experience in permitting, environment, sustainability, health and safety roles. She 

has an Executive MBA from the Simon Fraser University’s Beedie School of Business, 

and a MSc and BSc (Honours) in Biology from the University of Saskatchewan. Ms. 

Mathieu’s experience spans most phases of the mining cycle, including advanced 

exploration, design, permitting, construction, commissioning, and operations. She 

brings significant experience of development and construction projects, including the 

environmental assessment, community engagement, and permitting components of 

the Musselwhite gold project (northwestern Ontario), Kabanga nickel project 

(Tanzania), Galore gold project (northern BC), Oksut gold project (Turkey), and Jay 

diamond project (Northwest Territories).    

NexGen Energy Ltd.
Initiation of Coverage

Speculative Buy  Target Price C$4.00  | 13 January 2020 Specialty Minerals and Metals 50



 

51 

 

TROY BOISJOLI, BSC 

Vice President, Operations & Project Development  

Troy Boisjoli is the Vice President Operations and Project Development for NexGen 

Energy Ltd. He holds a Bachelor of Science in Geology from St. Norbert College, De 

Pere Wisconsin, as well as a geoscience license with the Association of Professional 

Engineers and Geoscientists of Saskatchewan. Mr. Boisjoli has over a decade of 

experience in uranium exploration, operations, mining and mineral resource 

estimation in the Athabasca Basin, Saskatchewan. Prior to joining NexGen Energy in 

2016, he worked as the Chief Geologist at the underground Eagle Point Uranium 

mine for Cameco Corporation. 

ARTHUR LIEU, MSC, PENG 

Vice President, Processing & Metallurgy 

Arthur Lieu has close to two decades of hydrometallurgical processing and tailings 

management experience in the uranium mining sector. Prior to joining NexGen, the 

majority of his career was at Cameco Corporation where he began as Metallurgist at 

Cameco Key Lake Operations, proceeding to Chief Metallurgist at Cameco Rabbit 

Lake Operation and ORANO McClean Lake Operation. Mr. Lieu holds a Bachelor of 

Science degree in Chemical Engineering and a Master of Science degree in 

Geochemistry, with a focus on source-term characteristic of uranium waste rock 

piles at Cameco Key Lake uranium mine. Mr. Lieu is a registered Professional 

Engineer (P. Eng) with the Association of Professional Engineers and Geoscientists of 

Saskatchewan (APEGS). 

 

JAMES HATLEY, P.ENG. 

Senior Vice President, Project Development 

James Hatley was most recently a consultant, upstream continuous excellence for 

Saudi Aramco. Prior to joining Saudi Aramco, Mr. Hatley spent 13 years at Cameco 

Corporation where he began as a corporate Senior Geotechnical Engineer at 

McArthur River, Cigar Lake and Rabbit Lake operations, proceeding to Chief Mine 

Engineer of McArthur River Operations, Superintendent Resource Development at 

McArthur River, Director, McArthur River Expansion program as well as working on 

various Life of Asset plans, strategic relationships with customers and regulatory 

engagement efforts. Mr. Hatley is a Professional Engineer (P.Eng.), Project 

Management Professional (PMP) and holds a Masters in Business Administration 

from Athabasca University.  

ADAM ENGDAHL, BSC 

Senior Project Manager, Operations & Project Development  

Adam Engdahl has a decade of exploration and project development experience, 

including community initiatives within the mining sector. Prior to joining NexGen in 

2014 Mr. Engdahl was employed by Claude Resources Inc. where he played an 

integral role in the initial expansion and delineation of the Santoy Gap gold deposit. 

Early on in his career, Mr. Engdahl also managed exploration programs for Search 

Minerals Inc. Mr. Engdahl currently manages the Community Relations Initiatives 

and also Camp Operations at the Rook I site for NexGen. Mr. Engdahl is a graduate 

in geology from the University of Saskatchewan. 

HARP GOSAL, BBA 

Manager, Investor Relations 

After spending a decade working with global brands on marketing and 

communication initiatives Harp Gosal joined NexGen as the Manager of Investor 

Relations in June of 2018. Prior to joining NexGen, Ms. Gosal was with Deans Knight 

Capital Management engaged in Client Relations and Communications.  
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Appendix B2 – Board of Directors 

LEIGH CURYER – see above 

CHRISTOPHER MCFADDEN 

Mr. McFadden is a lawyer with 21 years' experience in exploration and mining and is 

currently the President & Chief Executive Officer of NxGold Ltd., the Chairman of 

NexGen Energy Ltd. and a Director of IsoEnergy Ltd. Mr. McFadden was previously 

Manager, Business Development at Newcrest Mining Limited, and before that was 

Head of Commercial, Strategy and Corporate Development for Tigers Realm Coal 

Limited. Additionally, he was General Manager, Business Development of Tigers 

Realm Minerals Pty Ltd. Prior to commencing with the Tigers Realm Group in 2010, 

Mr. McFadden was a Commercial General Manager with Rio Tinto's exploration 

division with responsibility for gaining entry into new projects through negotiation 

with government or joint venture partners, or through acquisition. Mr. McFadden 

holds a combined law/commerce degree from Melbourne University and an MBA 

from Monash University. 

TREVOR J. THIELE 

Mr. Thiele has over 30 years of experience in senior finance roles in medium to large 

Australian ASX listed companies. He has been Chief Financial Officer for companies 

involved in the Agribusiness sector (Elders and Viterra) and the Biotechnology 

sector (Bionomics). In these roles he combined his technical accounting and 

financial skills with commercial expertise thereby substantially contributing to the 

growth of each of these businesses. During this time, he was actively involved in 

IPO's, capital raisings, corporate restructures, mergers and acquisitions, refinancing 

and joint ventures. Mr. Thiele is currently non-executive director of a number of 

non-listed Australian entities. Mr. Thiele holds a Bachelor of Arts in Accountancy 

from the University of South Australia and he is a member of the Institute of 

Chartered Accountants in Australia. 

RICHARD PATRICIO 

Mr. Patricio is the CEO and President of Mega Uranium Ltd., a uranium-focused 

investment and development company with assets in Canada and Australia. He is a 

qualified lawyer (Ontario) with over 15 years of experience working with and for 

public companies. He has built a number of mining companies with global operations 

and spent 10 years with a TSX-listed investment company focused in the resource 

and early-stage investment space. Mr. Patricio holds and has held senior officer and 

director positions in several mining companies that are listed on the TSX, ASX, NYSE 

and AIM exchanges. Mr. Patricio received his law degree from Osgoode Hall and was 

called to the Ontario bar in 2000. 

WARREN GILMAN 

Warren Gilman was appointed Chairman and CEO of Queens Road Central Capital 

Ltd. in 2019. From 2011 to 2019 Warren was the Chairman and CEO of CEF 

Holdings. Prior to joining CEF, Warren was the Vice Chairman of CIBC World 

Markets. He was previously Managing Director and Head of Asia Pacific Region for 

CIBC for 10 years where he was responsible for all of CIBC's activities across Asia. 

Mr Gilman is a mining engineer who co-founded CIBC's Global Mining Group in 1988 

Warren obtained his B.Sc. in Mining Engineering at Queen's University and his MBA 

from the Ivey Business School at Western University. He is Chairman of the 

International Advisory Board of Western University and a member of the Dean's 

Advisory board of Laurentian University. 
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SYBIL VEENMAN 

Ms. Veenman brings over 20 years of mining industry experience both as a public 

company director and as a senior executive.  She currently serves as a Director at 

Nasdaq-listed Royal Gold Inc., NYSE-listed IAMGOLD Corporation and Noront 

Resources Ltd.  She also sits on the Board of Directors of the Boost Child & Youth 

Advocacy Centre in Toronto, a non-profit organization dedicated to providing youth 

services and support. Previously, she was Senior Vice-President and General 

Counsel and a member of the executive leadership team at Barrick Gold 

Corporation.   

KARRI HOWLETT, CFA, C.DIR. 

Karri Howlett has 20 years of experience in corporate strategy, mergers and 

acquisitions, financial due diligence, and risk analysis. She currently sits on the 

Boards of SaskPower (as Chair of the Safety, Environment and Social Responsibility 

Committee), Saskatchewan Trade Export Partnership (as Chair of the Audit 

Committee), RESPEC Consulting Inc., and RSI Consulting Inc. Ms. Howlett is 

currently President and a member of the Board of Directors of RESPEC Consulting 

Inc. (formerly North Rim Exploration Ltd.)., which is a geosciences and engineering 

consulting company based in Saskatoon, Saskatchewan. 

BRAD WALL 

As the 14th Premier of Saskatchewan, Mr. Wall brings to NexGen’s Board political 

experience spanning over a 20-year period. During his 10-year tenure as Premier of 

Saskatchewan, Mr. Wall led the province to unprecedented economic expansion, 

strong population and export growth, record infrastructure investment and the first 

ever and continuing AAA credit for the Province’s finances. Mr. Wall worked 

successfully with the previous federal government to achieve nuclear cooperation 

agreements between Canada and both India and China opening up those civilian 

nuclear energy markets to Canadian uranium. He is an advocate for sustainable, 

inclusive economic development and provides strategic insight to the energy sector. 
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Appendix: Important Disclosures

Analyst Certification

Each authoring analyst of Canaccord Genuity whose name appears on the front page of this research hereby certifies that (i) the
recommendations and opinions expressed in this research accurately reflect the authoring analyst’s personal, independent and
objective views about any and all of the designated investments or relevant issuers discussed herein that are within such authoring
analyst’s coverage universe and (ii) no part of the authoring analyst’s compensation was, is, or will be, directly or indirectly, related
to the specific recommendations or views expressed by the authoring analyst in the research, and (iii) to the best of the authoring
analyst’s knowledge, she/he is not in receipt of material non-public information about the issuer.

Analysts employed outside the US are not registered as research analysts with FINRA. These analysts may not be associated
persons of Canaccord Genuity LLC and therefore may not be subject to the FINRA Rule 2241 and NYSE Rule 472 restrictions on
communications with a subject company, public appearances and trading securities held by a research analyst account.

Sector Coverage

Individuals identified as “Sector Coverage” cover a subject company’s industry in the identified jurisdiction, but are not authoring
analysts of the report.

Investment Recommendation
Date and time of first dissemination: January 13, 2020, 04:30 ET
Date and time of production: January 13, 2020, 04:25 ET
Target Price / Valuation Methodology:

NexGen Energy Ltd. - NXE

Our valuation is based on 1.0x NAV, forecast as at Jan 1, 2021

Distribution of Ratings:

Global Stock Ratings (as of 01/13/20)
Rating Coverage Universe IB Clients

# % %
Buy 525 60.07% 52.38%
Hold 212 24.26% 37.74%
Sell 19 2.17% 21.05%
Speculative Buy 118 13.50% 77.97%

874* 100.0%
*Total includes stocks that are Under Review

Canaccord Genuity Ratings System

BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months.

HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months.

SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months.

NOT RATED: Canaccord Genuity does not provide research coverage of the relevant issuer.

“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the designated investment or
the relevant issuer.

Risk Qualifier

SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental criteria. Investments in
the stock may result in material loss.

12-Month Recommendation History (as of date same as the Global Stock Ratings table)

A list of all the recommendations on any issuer under coverage that was disseminated during the preceding 12-month period
may be obtained at the following website (provided as a hyperlink if this report is being read electronically) http://disclosures-
mar.canaccordgenuity.com/EN/Pages/default.aspx

Required Company-Specific Disclosures (as of date of this publication)
Canaccord Genuity or one or more of its affiliated companies is a market maker or liquidity provider in the securities of NexGen
Energy Ltd. or in any related derivatives.
Canaccord Genuity or one or more of its affiliated companies intend to seek or expect to receive compensation for Investment
Banking services from NexGen Energy Ltd. in the next three months.
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An analyst has visited the material operations of NexGen Energy Ltd.. Partial payment was received for the related travel costs.

NexGen Energy Ltd. Rating History as of 12/11/2019
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Closing Price Price Target

Buy (B); Speculative Buy (SB); Sell (S); Hold (H); Suspended (SU); Under Review (UR); Restricted (RE); Not Rated (NR)

Past performance

In line with Article 44(4)(b), MiFID II Delegated Regulation, we disclose price performance for the preceding five years or the
whole period for which the financial instrument has been offered or investment service provided where less than five years. Please
note price history refers to actual past performance, and that past performance is not a reliable indicator of future price and/or
performance.

Online Disclosures

Up-to-date disclosures may be obtained at the following website (provided as a hyperlink if this report is being read electronically)
http://disclosures.canaccordgenuity.com/EN/Pages/default.aspx; or by sending a request to Canaccord Genuity Corp. Research, Attn:
Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2; or by sending a request
by email to disclosures@cgf.com. The reader may also obtain a copy of Canaccord Genuity’s policies and procedures regarding the
dissemination of research by following the steps outlined above.

General Disclaimers

See “Required Company-Specific Disclosures” above for any of the following disclosures required as to companies referred to in
this report: manager or co-manager roles; 1% or other ownership; compensation for certain services; types of client relationships;
research analyst conflicts; managed/co-managed public offerings in prior periods; directorships; market making in equity securities
and related derivatives. For reports identified above as compendium reports, the foregoing required company-specific disclosures
can be found in a hyperlink located in the section labeled, “Compendium Reports.” “Canaccord Genuity” is the business name used
by certain wholly owned subsidiaries of Canaccord Genuity Group Inc., including Canaccord Genuity LLC, Canaccord Genuity Limited,
Canaccord Genuity Corp., and Canaccord Genuity (Australia) Limited, an affiliated company that is 50%-owned by Canaccord Genuity
Group Inc.

The authoring analysts who are responsible for the preparation of this research are employed by Canaccord Genuity Corp. a Canadian
broker-dealer with principal offices located in Vancouver, Calgary, Toronto, Montreal, or Canaccord Genuity LLC, a US broker-dealer
with principal offices located in New York, Boston, San Francisco and Houston, or Canaccord Genuity Limited., a UK broker-dealer with
principal offices located in London (UK) and Dublin (Ireland), or Canaccord Genuity (Australia) Limited, an Australian broker-dealer
with principal offices located in Sydney and Melbourne.

The authoring analysts who are responsible for the preparation of this research have received (or will receive) compensation
based upon (among other factors) the Investment Banking revenues and general profits of Canaccord Genuity. However, such
authoring analysts have not received, and will not receive, compensation that is directly based upon or linked to one or more specific
Investment Banking activities, or to recommendations contained in the research.

Some regulators require that a firm must establish, implement and make available a policy for managing conflicts of interest arising
as a result of publication or distribution of research. This research has been prepared in accordance with Canaccord Genuity’s policy
on managing conflicts of interest, and information barriers or firewalls have been used where appropriate. Canaccord Genuity’s policy
is available upon request.

The information contained in this research has been compiled by Canaccord Genuity from sources believed to be reliable, but (with
the exception of the information about Canaccord Genuity) no representation or warranty, express or implied, is made by Canaccord
Genuity, its affiliated companies or any other person as to its fairness, accuracy, completeness or correctness. Canaccord Genuity
has not independently verified the facts, assumptions, and estimates contained herein. All estimates, opinions and other information
contained in this research constitute Canaccord Genuity’s judgement as of the date of this research, are subject to change without
notice and are provided in good faith but without legal responsibility or liability.

From time to time, Canaccord Genuity salespeople, traders, and other professionals provide oral or written market commentary or
trading strategies to our clients and our principal trading desk that reflect opinions that are contrary to the opinions expressed in this
research. Canaccord Genuity’s affiliates, principal trading desk, and investing businesses also from time to time make investment
decisions that are inconsistent with the recommendations or views expressed in this research.
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This research is provided for information purposes only and does not constitute an offer or solicitation to buy or sell any designated
investments discussed herein in any jurisdiction where such offer or solicitation would be prohibited. As a result, the designated
investments discussed in this research may not be eligible for sale in some jurisdictions. This research is not, and under no
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction by any person or
company that is not legally permitted to carry on the business of a securities broker or dealer in that jurisdiction. This material is
prepared for general circulation to clients and does not have regard to the investment objectives, financial situation or particular
needs of any particular person. Investors should obtain advice based on their own individual circumstances before making an
investment decision. To the fullest extent permitted by law, none of Canaccord Genuity, its affiliated companies or any other person
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the information contained in
this research.

Research Distribution Policy

Canaccord Genuity research is posted on the Canaccord Genuity Research Portal and will be available simultaneously for access by
all of Canaccord Genuity’s customers who are entitled to receive the firm's research. In addition research may be distributed by the
firm’s sales and trading personnel via email, instant message or other electronic means. Customers entitled to receive research may
also receive it via third party vendors. Until such time as research is made available to Canaccord Genuity’s customers as described
above, Authoring Analysts will not discuss the contents of their research with Sales and Trading or Investment Banking employees
without prior compliance consent.

For further information about the proprietary model(s) associated with the covered issuer(s) in this research report, clients should
contact their local sales representative.

Short-Term Trade Ideas

Research Analysts may, from time to time, discuss “short-term trade ideas” in research reports. A short-term trade idea offers a
near-term view on how a security may trade, based on market and trading events or catalysts, and the resulting trading opportunity
that may be available. Any such trading strategies are distinct from and do not affect the analysts' fundamental equity rating for
such stocks. A short-term trade idea may differ from the price targets and recommendations in our published research reports that
reflect the research analyst's views of the longer-term (i.e. one-year or greater) prospects of the subject company, as a result of the
differing time horizons, methodologies and/or other factors. It is possible, for example, that a subject company's common equity that
is considered a long-term ‘Hold' or 'Sell' might present a short-term buying opportunity as a result of temporary selling pressure in
the market or for other reasons described in the research report; conversely, a subject company's stock rated a long-term 'Buy' or
“Speculative Buy’ could be considered susceptible to a downward price correction, or other factors may exist that lead the research
analyst to suggest a sale over the short-term. Short-term trade ideas are not ratings, nor are they part of any ratings system, and
the firm does not intend, and does not undertake any obligation, to maintain or update short-term trade ideas. Short-term trade
ideas are not suitable for all investors and are not tailored to individual investor circumstances and objectives, and investors should
make their own independent decisions regarding any securities or strategies discussed herein. Please contact your salesperson for
more information regarding Canaccord Genuity’s research.

For Canadian Residents:

This research has been approved by Canaccord Genuity Corp., which accepts sole responsibility for this research and its dissemination
in Canada. Canaccord Genuity Corp. is registered and regulated by the Investment Industry Regulatory Organization of Canada
(IIROC) and is a Member of the Canadian Investor Protection Fund. Canadian clients wishing to effect transactions in any designated
investment discussed should do so through a qualified salesperson of Canaccord Genuity Corp. in their particular province or territory.

For United States Persons:

Canaccord Genuity LLC, a US registered broker-dealer, accepts responsibility for this research and its dissemination in the United
States. This research is intended for distribution in the United States only to certain US institutional investors. US clients wishing to
effect transactions in any designated investment discussed should do so through a qualified salesperson of Canaccord Genuity LLC.
Analysts employed outside the US, as specifically indicated elsewhere in this report, are not registered as research analysts with
FINRA. These analysts may not be associated persons of Canaccord Genuity LLC and therefore may not be subject to the FINRA Rule
2241 and NYSE Rule 472 restrictions on communications with a subject company, public appearances and trading securities held by a
research analyst account.

For United Kingdom and European Residents:

This research is distributed in the United Kingdom and elsewhere Europe, as third party research by Canaccord Genuity Limited,
which is authorized and regulated by the Financial Conduct Authority. This research is for distribution only to persons who are Eligible
Counterparties or Professional Clients only and is exempt from the general restrictions in section 21 of the Financial Services and
Markets Act 2000 on the communication of invitations or inducements to engage in investment activity on the grounds that it is being
distributed in the United Kingdom only to persons of a kind described in Article 19(5) (Investment Professionals) and 49(2) (High Net
Worth companies, unincorporated associations etc) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005
(as amended). It is not intended to be distributed or passed on, directly or indirectly, to any other class of persons. This material is
not for distribution in the United Kingdom or elsewhere in Europe to retail clients, as defined under the rules of the Financial Conduct
Authority.

For Jersey, Guernsey and Isle of Man Residents:

This research is sent to you by Canaccord Genuity Wealth (International) Limited (CGWI) for information purposes and is not to
be construed as a solicitation or an offer to purchase or sell investments or related financial instruments. This research has been
produced by an affiliate of CGWI for circulation to its institutional clients and also CGWI. Its contents have been approved by CGWI
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and we are providing it to you on the basis that we believe it to be of interest to you. This statement should be read in conjunction
with your client agreement, CGWI's current terms of business and the other disclosures and disclaimers contained within this
research. If you are in any doubt, you should consult your financial adviser.

CGWI is licensed and regulated by the Guernsey Financial Services Commission, the Jersey Financial Services Commission and the
Isle of Man Financial Supervision Commission. CGWI is registered in Guernsey and is a wholly owned subsidiary of Canaccord Genuity
Group Inc.

For Australian Residents:

This research is distributed in Australia by Canaccord Genuity (Australia) Limited ABN 19 075 071 466 holder of AFS Licence No
234666. To the extent that this research contains any advice, this is limited to general advice only. Recipients should take into
account their own personal circumstances before making an investment decision. Clients wishing to effect any transactions in any
financial products discussed in the research should do so through a qualified representative of Canaccord Genuity (Australia) Limited.
Canaccord Genuity Wealth Management is a division of Canaccord Genuity (Australia) Limited.

For Hong Kong Residents:

This research is distributed in Hong Kong by Canaccord Genuity (Hong Kong) Limited which is licensed by the Securities and Futures
Commission. This research is only intended for persons who fall within the definition of professional investor as defined in the
Securities and Futures Ordinance. It is not intended to be distributed or passed on, directly or indirectly, to any other class of
persons. Recipients of this report can contact Canaccord Genuity (Hong Kong) Limited. (Contact Tel: +852 3919 2561) in respect of
any matters arising from, or in connection with, this research.

Additional information is available on request.

Copyright © Canaccord Genuity Corp. 2020 – Member IIROC/Canadian Investor Protection Fund

Copyright © Canaccord Genuity Limited. 2020 – Member LSE, authorized and regulated by the Financial Conduct Authority.

Copyright © Canaccord Genuity LLC 2020 – Member FINRA/SIPC

Copyright © Canaccord Genuity (Australia) Limited. 2020 – Participant of ASX Group, Chi-x Australia and of the NSX. Authorized and
regulated by ASIC.

All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under copyright to Canaccord
Genuity Corp., Canaccord Genuity Limited, Canaccord Genuity LLC or Canaccord Genuity Group Inc. None of the material, nor its
content, nor any copy of it, may be altered in any way, or transmitted to or distributed to any other party, without the prior express
written permission of the entities listed above.

None of the material, nor its content, nor any copy of it, may be altered in any way, reproduced, or distributed to any
other party including by way of any form of social media, without the prior express written permission of the entities
listed above.
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