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10-yr, $1.5 B White House Support for Domestic Uranium 
Producers, But Higher Prices Needed to Incentivize 

 

• "Establishing a Uranium Reserve provides assurance of availability of uranium in the event of a market disruption and 
supports strategic U.S. fuel cycle capabilities. This action addresses immediate challenges to the production of 
domestic uranium and reflects the Administration's Nuclear Fuel Working Group (NFWG) priorities. The NFWG will 
continue to evaluate issues related to uranium supply chain and fuel supply." 

• US$150 MM is earmarked to create a strategic uranium reserve, part of a 10-year, $1.5 billion plan to support the US 
domestic uranium industry. This news was mentioned by certain politicians as early as 31-Jan-20, and US uranium 
stocks jumped between 1-10% each when Bloomberg picked up these rumours early last week. The uranium stocks 
didn't move much yesterday on the actual news, but are moving today with Cameco (NEUTRAL, $13 TP, covered by 
R. Profiti) leading the way. 

Yesterday's Uranium Reserve budget request from the White House (link) is the first real action taken to help the 
uranium sector directly. While we believe this is a significant step in the right direction, and we might see some upwards 
pressure on the stocks, it might not be immediately impactful to the US uranium companies. We believe that US 
producers need higher prices. We await further details on what pricing would apply to Government purchases, and how 
many companies would stand to benefit. While the US$150 MM pa budget request is a step in the right direction in 
providing relief to US producers amid low uranium prices, we fear that it may not be enough to incentivize production. It 
might take up inventory, although even that pricing would need to be enough to entice producers to sell. Ur-Energy has 
about 260,000 lbs and EFR has about 500,000 lbs of finished product in inventory. Unless Government offers approach 
US$50/lb, we don’t see this as a sustainable long term solution. And let's wait and see if it even gets approved. We have 
not seen any change in spot uranium prices since this news was leaked last week. 

US Government appears to be paying attention to the U3O8 sector. The agreement does touch on certain industry 
requests, including a signal that the White House won't let the industry fall flat; a long term solution is offered; and that 
direct purchases are needed. Uranium company management teams are still trying to digest the flurry of news coming 
from The White House, US DOE Secretary Dan Brouillette, WY Senator John Barrasso and others. Democrat-held Congress 
may reject this budget request, although we believe it may be sensitive to the fact that Russia is a key uranium supplier 
to the USA. Perhaps more assistance will come from other Government sources…a stockpile was always supposed to be 
just a small part of the package. That said, without seeing the big picture, the U3O8 industry doesn't know what the next 
steps might be. Perhaps domestic production of 10 MM lbs is required to support the conversion industry. Enrichment 
would require yet another step up in funding. 

Uranium to be acquired from domestic sources. It isn't clear how quickly the reserve would be set up. US$150 MM 
could buy significant amounts of uranium at current prices, representing 4.7 MM and 6.1 MM lbs U3O8, respectively, if 
current term (US$32.00/lb) or spot (US$24.65/lb) prices are used. The US only produced ~4 MM lbs pa during its most 
recent heyday from 2010-2012. During the Section 232 uranium review, the industry suggested that it could provide 13.5 
MM lbs pa (1/4 of all US reactor requirements). We believe this to be unrealistic, and that all US producers might be able 
to achieve 8.8 MM lbs pa by 2027, assuming prices incentivize both new build and restarting older mines. UxC's potential 
and hypothetical US production estimates are 11.6 MM lbs by 2025 and 16.4 MM lbs by 2027. UxC forecasts that 
~US$40/lb is required to exceed 4 MM lbs pa and that ~US$45/lb is required to exceed 8 MM lbs pa, under both its 
potential scenario (base case) and hypothetical scenario (high case). 

Uranium pricing, purchase mechanism unknown. Some uranium industry players have been asking for $65/lb to help 
sustainably support US production. Energy Fuels believes we need $65/lb sustainably to incentivize a return to production 
and make a profit without wasting assets. Ur-Energy is the lowest cost producer and management believes that at least twice 
the current spot price (currently US$24.65/lb U3O8) is needed. Thus, we don't believe much will happen at current prices. 
Furthermore, no one yet knows how the mechanism is going to work – details need to be worked out.  

Energy Fuels and Ur-Energy might be the immediate beneficiaries of this deal, assuming the right sustained uranium 
price. It may not be large enough to incentivize Cameco to resume production in WY or NE, and Peninsula Energy (Not Rated) 
already has off-takes in place. There is some fear by some that smaller uranium developers may wish to deliver at very low 
prices, but they probably can’t fill the reserve requirements. Other companies with exposure include Uranium Energy, 
Azarga Uranium and Laramide Resources (Not Rated). Ultimately, this won't sustain the global uranium mining industry. We 
believe utilities must get back to contracting. US uranium inventories fell 10% to 111.6 MM lbs in 2019, and US/EU utilities 
inventories have declined from about 260 MM lbs to 230 MM lbs in the past three years. WNA suggests annual demand is 
177 MM lbs pa, while UxC estimates production of about 140 MM lbs U3O8 in 2019, with <0.5 MM coming from the USA. 
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Figure 1: Excerpt from Trump's budget request that outlines $150 MM per year beginning in 2021 for the purchase 
of uranium, which is subject to approval by congress.  

 

Source: White House (link) 

 

Figure 2: UxC Potential Future US Production (base case) vs. Average Annual Production Cost 

 

Source: UxC Q4 2018 Market Outlook 

https://www.whitehouse.gov/wp-content/uploads/2020/02/25-1_fy21.pdf


Uranium Sector  February 11, 2020 

 

EIGHT CAPITAL   Page | 3  

Figure 3: UxC Hypothetical Future US Production (high case) vs. Average Annual Production Cost 

 

Source: UxC Q4 2018 Market Outlook 

 

Figure 4: Eight Capital's uranium peer table for companies under coverage.  

 

Source: Company Reports, FactSet, Eight Capital Estimates 
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Last Price Target Return Shares O/S Mkt Cap Cash Debt EV Avg Grade Inventory EV/lb

Ticker Currency $/sh Analyst Rating Price to TP MM ($MM) ($MM) ($MM) ($MM) %U3O8 MMlbs U3O8 US$/lb 1 wk 1 mo 3 mo 6 mo 1 yr NAVPS P/NAV

Inventory Holders
Uranium Participation U-TSX CAD C$ 3.97 D. Talbot BUY C$ 5.30 34% 138 C$ 556 C$ 6 C$ 0 C$ 551 n/a 16.2 25.6 1% 1% (2%) (4%) (17%) C$ 5.30 0.75x
Yellow Cake YCA-LON GBP GBP$ 1.93 n/a n/a n/a n/a 88 GBP$ 172 GBP$ 7 GBP$ 0 GBP$ 165 n/a 9.6 22.2 4% (1%) 3% (3%) n/a n/a n/a

Inventory Holder Average 23.9 2% 0% 0% (3%) (17%) 0.75x

Producers
Cameco Corp CCO-TSX CAD C$ 12.30 R. Profiti NEUTRAL C$ 13.00 6% 396 C$ 4,868 C$ 1,062 C$ 1,010 C$ 4,815 6.4% 1065 3.4 6% 5% (3%) 8% (25%) C$ 11.07 1.11x
Energy Fuels EFR-TSX CAD C$ 2.22 D. Talbot BUY C$ 3.55 60% 99 C$ 221 C$ 57 C$ 22 C$ 185 0.14% 152 0.9 (2%) (1%) (14%) 6% (45%) C$ 3.54 0.63x
UR Energy URE-TSX CAD C$ 0.72 D. Talbot BUY C$ 1.40 94% 160 C$ 115 C$ 9 C$ 20 C$ 127 0.061% 43 2.2 (5%) (1%) (9%) (1%) (26%) C$ 1.43 0.50x
Peninsula Energy PEN-ASX AUD A$ 0.17 D. Talbot n/a n/a n/a 301 A$ 50 A$ 10 A$ 23 A$ 63 0.064% 62 0.7 3% (0%) (10%) (15%) (8%) n/a n/a
Kazatomprom KAP-LON GBP GBP$ 13.35 n/a n/a n/a n/a 259 GBP$ 3,462 GBP$ 340 GBP$ 526 GBP$ 3,649 0.054% 1391 3.4 (1%) 1% (1%) (10%) n/a n/a n/a

Producer Average 2.1 0% 1% (7%) (2%) (26%) 0.75x

Developers
Uranium Energy UEC-NYSE USD US$ 0.86 D. Talbot BUY US$ 1.70 97% 184 US$ 158 US$ 18 US$ 20 US$ 160 0.048% 105 1.5 (1%) (4%) (16%) (6%) (35%) US$ 1.83 0.47x
Denison Mines DML-TSX CAD C$ 0.47 D. Talbot BUY C$ 1.35 187% 597 C$ 281 C$ 23 C$ 0 C$ 257 2.9% 153 1.3 1% (11%) (20%) (19%) (30%) C$ 1.61 0.29x
NexGen Energy NXE-TSX CAD C$ 1.39 D. Talbot BUY C$ 5.55 301% 356 C$ 493 C$ 125 C$ 138 C$ 506 2.0% 348 1.1 (3%) (11%) (20%) (18%) (44%) C$ 6.94 0.20x
Fission Uranium FCU-TSX CAD C$ 0.25 D. Talbot BUY C$ 2.00 700% 486 C$ 122 C$ 21 C$ 0 C$ 100 1.8% 135 0.6 (4%) (14%) (9%) (29%) (51%) C$ 2.28 0.11x
Azarga Uranium AZZ-TSX CAD C$ 0.19 D. Talbot BUY C$ 0.45 137% 186 C$ 35 C$ 0 C$ 0 C$ 35 0.094% 45 0.6 (10%) (14%) 36% 6% (21%) C$ 0.54 0.35x
Boss Resources BOE-ASX AUD A$ 0.05 n/a n/a n/a n/a 1,587 A$ 71 A$ 11 A$ 4 A$ 65 0.07% 63 0.7 (4%) (10%) (22%) (25%) (13%) n/a n/a
Laramide Resources LAM-TSX CAD C$ 0.21 n/a n/a n/a n/a 165 C$ 35 C$ 1 C$ 11 C$ 45 0.11% 118 0.3 5% (5%) 2% (11%) (46%) n/a n/a
Global Atomic GLO-TSX CAD C$ 0.47 n/a n/a n/a n/a 145 C$ 68 C$ 8 C$ 0 C$ 61 0.18% 189 0.2 (4%) (3%) (4%) (2%) 34% n/a n/a
Deep Yellow DYL-ASX AUD A$ 0.25 n/a n/a n/a n/a 247 A$ 61 A$ 15 A$ 0 A$ 46 0.032% 149 0.2 (3%) (7%) (10%) (18%) (51%) n/a n/a
Goviex GXU-TSX CAD C$ 0.13 n/a n/a n/a n/a 423 C$ 53 C$ 2 C$ 0 C$ 52 0.081% 230 0.2 0% (17%) (11%) (19%) (11%) n/a n/a
Vimy Resources VMY-ASX AUD A$ 0.04 n/a n/a n/a n/a 619 A$ 27 A$ 1 A$ 0 A$ 26 0.33% 116 0.2 5% (6%) (12%) (36%) (21%) n/a n/a
Plateau Energy Metals PLU-TSX CAD C$ 0.28 n/a n/a n/a n/a 86 C$ 24 C$ 1 C$ 0 C$ 22 0.021% 124 0.1 15% 6% 34% 6% (62%) n/a n/a
Bannerman BMN-ASX AUD A$ 0.03 n/a n/a n/a n/a 1,059 A$ 35 A$ 6 A$ 4 A$ 33 0.019% 271 0.1 (13%) (15%) (15%) (23%) (17%) n/a n/a
Berkeley Energia BKY-ASX AUD A$ 0.20 n/a n/a n/a n/a 259 A$ 50 A$ 97 A$ 36 -$10 0.049% 89 -0.1 (3%) (11%) (29%) (30%) (58%) n/a n/a

Developers Average 0.5 (2%) (9%) (7%) (13%) (26%) 0.28x

Explorers
Toro Energy TOE-ASX AUD A$ 0.01 n/a n/a n/a n/a 2,490 A$ 20 A$ 5 A$ 16 A$ 31 0.48% 91 0.2 14% 14% (27%) (62%) (68%) n/a n/a
UEX Corp UEX-TSX CAD C$ 0.12 n/a n/a n/a n/a 394 C$ 47 C$ 10 C$ 0 C$ 37 0.43% 99 0.3 4% (4%) (4%) (14%) (25%) n/a n/a
U3O8 Corp UWE-TSX CAD C$ 0.07 n/a n/a n/a n/a 23 C$ 1 C$ 0 C$ 0 C$ 2 n/a n/a n/a (28%) (32%) 8% (59%) (68%) n/a n/a
Skyharbour Resources SYH-TSX CAD C$ 0.15 n/a n/a n/a n/a 64 C$ 10 C$ 1 C$ 0 C$ 8 n/a n/a n/a (3%) (6%) (17%) (44%) (58%) n/a n/a
IsoEnergy Ltd ISO-TSX CAD C$ 0.45 n/a n/a n/a n/a 76 C$ 34 C$ 6 C$ 0 C$ 28 n/a n/a n/a 23% 5% 18% (38%) (8%) n/a n/a

Explorer Average 0.3 2% (5%) (4%) (44%) (45%)

PEER TABLE - URANIUM
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Disclosures and Disclaimers 
This research report (as defined in IIROC Rule 3400) is issued and approved for distribution in Canada by Eight Capital, a 
member of the Investment Industry Regulatory Organization of Canada, and the Canadian Investor Protection Fund.  Eight 
Capital accepts responsibility for the dissemination of this report. Non-client recipients of the research report should not 
rely solely on the investment recommendations contained herein and should consult their own professional advisors. Eight 
Capital will not treat any non-client receiving this report as its own. Institutional clients who require additional information 
on securities discussed in this report should contact a qualified sales person at Eight Capital.  
 
Eight Capital accepts no liability whatsoever for any loss arising from any use or reliance on this research report or the 
information contained herein.  
 
This research report is being provided only to institutional clients of Eight Capital and is intended for informational 
purposes only.  This research report is not an offer to sell or the solicitation of an offer to buy any of the securities 
discussed herein. The information contained in this research report is prepared from publicly available information, 
internally developed data and other sources believed to be reliable, but has not been independently verified by Eight 
Capital. Eight Capital makes no representations or warranties with respect to the accuracy, correctness or completeness of 
such information and they should not be relied upon as such.  
 
All estimates, opinions and recommendations expressed herein constitute judgments as of the date of this research report 
and are subject to change without notice. Eight Capital does not accept any obligation to update, modify or amend this 
research report or to otherwise notify a recipient of this research report in the event that any estimates, opinions and 
recommendations contained herein change or subsequently become inaccurate or if this research report is subsequently 
withdrawn.  
 
Past performance is not a guarantee of future results, and no representation or warranty, expressed or implied, is made 
regarding future performance of any security mentioned in this research report. The price of the securities mentioned in 
this research report and the income they generate may fluctuate and/or be adversely affected by market factors or 
exchange rates, and investors may realize losses on investments in such securities, including the loss of investment 
principal. Nothing in this research report constitutes legal, accounting or tax advice. Investors should consult with his or 
her independent legal or tax adviser in this regard.  
 
US Residents: This report is provided to US residents under a chaperoning arrangement pursuant to Rule 15a-6 of the U.S. 
Securities Exchange Act of 1934 (the "Rule"). Eight Capital is a non-U.S. broker-dealer for the purposes of the Rule and is 
not registered with the Financial Industry Regulatory Authority, the Securities and Exchange Commission or any state 
securities regulatory authority. This research report is intended only for persons who are a “major U.S. institutional 
investor” which is defined as a U.S. institutional investor or any other entity which owns or manages at least $100 million 
in financial assets. This research report is not a solicitation to sell the securities discussed herein; however, should you 
choose to make an unsolicited transaction in such securities we may refer you to our chaperone. Please be advised that 
Eight Capital may earn a commission in connection with transactions through our chaperone and, in certain cases, our 
chaperone may give up trading to Eight Capital for execution. 
 
Eight Capital Corp. is a U.S. registered broker-dealer, a member of FINRA and an affiliate of Eight Capital. Eight Capital 
Corp. accepts responsibility for the contents of this research report, subject to the terms and limitations as set out above. 
U.S. residents seeking to effect a transaction in any security discussed herein should contact Eight Capital Corp. directly. 
Research reports published by Eight Capital are intended for distribution in the United States only to Major Institutional 
Investors (as such term is defined in SEC 15a-6 and Section 15 of the Securities Exchange Act of 1934, as amended) and 
are not intended for the use of any person or entity. 
 
Dissemination of Research 
Eight Capital’s Research is distributed electronically through email, website (password protected) or hard copy. 
Dissemination of initial research reports and any subsequent research reports is made simultaneously to a pre-determined 
list of clients of Eight Capital’s Institutional Sales and Trading representatives. 
 
Conflicts of Interest 
Eight Capital has written procedures designed to identify and manage potential conflicts of interest that arise in connection 
with its research and other businesses. The compensation of each Research Analyst/Associate involved in the preparation 
of this research report is based competitively upon several criteria, including performance assessment criteria, the quality 
of research and the value of the services they provide to clients of Eight Capital. The Research Analyst compensation pool 
includes revenues from several sources, including sales, trading and investment banking. Research analysts and associates 
do not receive compensation based upon revenues from specific investment banking transactions.  
 
Eight Capital generally restricts any research analyst/associate and any member of his or her household from executing 
trades in the securities of a company that such research analyst covers, with limited exception.  



Uranium Sector  February 11, 2020 

 

EIGHT CAPITAL   Page | 5  

Should this research report provide web addresses of, or contain hyperlinks to, third party web sites, Eight Capital has not 
reviewed the contents of such links and takes no responsibility whatsoever for the contents of such web sites. Web 
addresses and/or hyperlinks are provided solely for the recipient's convenience and information, and the content of third 
party web sites is not in any way incorporated into this research report. Recipients who choose to access such web 
addresses or use such hyperlinks do so at their own risk. 
 
Unless publications are specifically marked as research publications of Eight Capital, the views expressed therein 
(including recommendations) are those of the author and, if applicable, any named issuer or Investment Dealer alone, and 
have not been approved by, nor are they necessarily those of, Eight Capital. Eight Capital expressly disclaims any and all 
liability for the content of any publication that is not expressly marked as a research publication of Eight Capital. 
 
Forward-looking statements are based on current expectations, estimates, forecasts and projections based on beliefs and 
assumptions made by the author. These statements involve risks and uncertainties and are not guarantees of future 
performance or results and no assurance can be given that these estimates and expectations will prove to have been 
correct, and actual outcomes and results may differ materially from what is expressed, implied or projected in such 
forward-looking statements. 
 
Research Analyst Certification 
Each Research Analyst and/or Associate who is involved in the preparation of this research report hereby certifies that:  

• the views and recommendations expressed herein accurately reflect his/her personal views about any and all 
of the securities or issuers that are the subject matter of this research report;  

• his/her compensation is not and will not be directly related to the specific recommendations or views 
expressed by the Research Analyst in this research report;  

• they have not affected a trade in a security of any class of the issuer whether directly or indirectly through 
derivatives within the 30-day period prior to the publication of this research report; 

• they have not distributed or discussed this Research Report to/with the issuer, investment banking at Eight 
Capital or any other third party except for the sole purpose of verifying factual information; and 

• they are unaware of any other potential conflicts of interest. 
 
The Research Analyst involved in the preparation of this research report does not have any authority whatsoever (actual, 
implied or apparent) to act on behalf of any issuer mentioned in this research report. 
 
Informal Comment  
Informal Comments are analysts’ informal comments that are posted on the Eight Capital website. They generally pertain to 
news flow and do not contain any change in analysts' opinion, estimates, rating or target price.  Any rating(s) and target price(s) 
in an Informal Comment are from prior formal published research reports.  A link is provided in any Informal Comment to all 
company specific disclosures and analyst specific disclosures for companies under coverage, as well as general disclosures and 
disclaimers.    
 
Presentations 
Presentations do not include disclosures that are specific to analysts and specific to companies under coverage.  Please refer to 
formal published research reports for company specific disclosures, analyst specific disclosures and valuation methodologies 
used in determining target prices for companies under coverage.  
 
Idea of Interest 
Eight Capital has not initiated formal and continuous coverage of the companies mentioned in these publications, and 
maintain no recommendation, price target or earnings forecast. Statements and analysis in these publications are 
introductory in nature and may be published from time to time based on publicly available information. 
 
IIROC Rule 3400 Disclosures: A link (here) is provided in all research reports delivered by electronic means to disclosures 
required under IIROC Rule 3400, including disclosures for sector research reports covering six or more issuers.  
 
Explanation of Recommendations 
Eight Capital target: Represents the price target as required under IIROC Rule 3400.  Valuation methodologies used in 
determining the price target(s) for the issuer(s) mentioned in this research report are contained in current and/or prior 
research. Eight Capital target N/A: a price target and/or NAV are not available if the analyst deems there are limited 
financial metrics upon which to base a reasonable valuation. 
Recommendations: BUY: Total returns expected to be materially better than the overall market with higher return 
expectations needed for more risky securities. NEUTRAL: Total returns expected to be in line with the overall market. 
SELL: Total returns expected to be materially lower than the overall market. TENDER: The analyst recommends tendering 
shares to a formal tender offer. UNDER REVIEW: The analyst will place the rating and/or target price Under Review when 
there is a significant material event with further information pending; and/or when the analyst determines it is necessary 

https://research.viiicapital.com/Reports/Disclosures/Disclosures021020.pdf
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to await adequate information that could potentially lead to a re-evaluation of the rating, target price or forecast; and/or 
when coverage of a particular security is transferred from one analyst to another to give the new analyst time to reconfirm 
the rating, target price or forecast. 
SECURITY ABBREVIATIONS: NVS (non-voting shares); RVS (restricted voting shares); RS (restricted shares); SVS 
(subordinate voting shares).  
 
Eight Capital Equity Research Ratings: 
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