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Cigar Lake Closure Halts 13% of Global U3O8 Production; 
Might be the Much Needed Catalyst for Spot Prices  

 

Cigar Lake Uranium Mine closure may prove positive for spot uranium prices, similar to how yesterday's surge in gold price 
came as Ontario and Quebec gold mine supply was curtailed (if not for the unlimited QE in an attempt by America’s central 
bank to protect the US economy from the coronavirus pandemic). Cigar Lake may possibly be the first of many mines to halt 
in the face of COVID-19. It may be too early to tell what happens to prices, but we presume that this might be the much-
needed catalyst for the sector given that the recent US budgetary request to buy uranium may no longer be a priority given 
the state of the US economy. A short shutdown at Cigar Lake may not drive prices far, unless other mines follow suit, or the 
closure is extended. Currently, we just don't know. At the very least, this should help slow uranium supply.  

USA loses much of its main uranium source. With 18 MM lbs U3O8 from the world's second largest uranium mine off 
the table and representing 13% of global supply (#1 McArthur River is already closed), production out of Canada (once the 
largest producer in the world) falls to zero. We speculate that Australia won't be far behind. Suddenly looks like the US 
utilities will be scrambling for product, as its largest source of uranium is gone. Canada supplies 24% of US uranium, and 
Australia another 18%. Cigar Lake's closing doesn't mean that there won't be any Canadian uranium available for the US 
market - Cameco (NEUTRAL, C$13.00 TP, covered by R. Profiti) sells much more uranium than it produces thanks to 
inventory and (minor) spot purchases. We believe the Cigar Lake closure may trigger more buying in the spot market by 
Cameco and speculators, and perhaps term buying for utilities. Let's hope nuclear fuel traders are working from home.  

Lower electricity usage means less uranium requirements. One saving grace for global electricity generators is the 
decline of electricity demand in the face of large chunks of the economy being taken off-line. All things being equal, this 
would mean lower U3O8 requirements. That said, it may be easier to close down smaller gas, heavy oil and coal plants 
than nuclear in the short term, given prices and transportation/mining requirements of the other fuels. UxC tells us that 
it spoke to a number of utilities and none are talking about taking nuclear power plants off-line, although the sheer 
amount of nuclear power in France might force EDF's hand. An argument against this would be rising uranium prices in 
contrast with low energy prices. It might be too early to tell how much of a pullback on power consumption we might see, 
but it might track GDP, and we have heard estimates of up to 50% in Q2/20 might be within the realm of possibility.  

Uranium prices may rise on this news (at least in a normal world). On 19-Dec-19, we said that the main uranium price 
catalysts were Chinese nuclear growth and aggressive nuclear technology exports, decreased secondary supplies, and US 
Government nuclear policy. This included renegotiation of the Russian Suspension Agreement and pending Nuclear Fuel 
Working Group decision (part of which includes domestic uranium production purchases by the US Government with the 
intent to boost prices) may or may not be effective, particularly globally. This is especially apparent now that the 
previously announced White House budget request might be dead in light of much higher priorities. However, uncertainty 
as to how long social and business distancing will continue, may mean that some nuclear utilities will need to get more 
serious in the term market. Needless to say, there is still no incentive for uranium companies to sell U3O8 at current 
market prices. 

Uranium market activity has been limited YTD.  There have been a few recent spot trades, but term markets have been 
less active. Prices have remained relatively flat, rising another 15 cents this week to US$24.25/lb U3O8 yesterday. UxC 
suggests that COVID-19 and other uncertainties such as the Russian Suspension Agreement may keep term contracting 
activity low in 2020, and that pricing could be directly related to global utility demand and pushback by producers. UxC 
also suggests that spot market demand might be sporadic while inventory can be found, and pricing might depend on 
other factors than just availability of supply (type of buyer, location, origin, timing).  

Eight Capital uranium price forecast remains unchanged (in US$/lb U3O8). There is likely some room for share price 
appreciation industry-wide, given the recent coronavirus-related sell off. That said, we do concede that higher uranium 
prices may be the required catalyst to push uranium stocks higher in these uncertain times.   

 

Our top picks remain: Ur-Energy (URE-T, BUY, C$1.40 TP), Energy Fuels (EFR-T, BUY, C$3.55 TP), and NexGen Energy 
(NXE-T, BUY, C$5.55 TP). 

……………………………………………………………………………….…see Eight Capital's uranium stock peer table on page 2. 

2019E 2020E 2021E 2022E 2023E 2024E 2025E 2026E LT
 Spot Forecast $26 $29 $32 $35 $39 $42 $47 $50 $50
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Figure 1: Eight Capital's uranium peer table 

 

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$ 3.32 D. Talbot BUY C$ 5.30 60% 138 C$ 436 C$ 6 C$ 0 C$ 430 n/a 16.2 18.3 (5%) (20%) (22%) (24%) (30%) C$ 5.30 0.63x
Yellow Cake YCA-LON GBP GBP$ 1.60 n/a n/a n/a n/a 88 GBP$ 141 GBP$ 8 GBP$ 0 GBP$ 133 n/a 9.6 15.9 7% (19%) (18%) (19%) n/a n/a n/a

Inventory Holder Average 17.1 1% (20%) (20%) (22%) (30%) 0.63x

Producers
Cameco Corp CCO-TSX CAD C$ 9.02 R. Profiti NEUTRAL C$ 13.00 44% 396 C$ 3,570 C$ 1,062 C$ 1,010 C$ 3,517 6.4% 1065 2.3 3% (25%) (23%) (29%) (43%) C$ 11.07 0.81x
Energy Fuels EFR-TSX CAD C$ 1.27 D. Talbot BUY C$ 3.55 180% 115 C$ 146 C$ 23 C$ 23 C$ 146 0.14% 152 0.7 10% (30%) (48%) (53%) (70%) C$ 3.54 0.36x
UR Energy URE-TSX CAD C$ 0.42 D. Talbot BUY C$ 1.40 237% 160 C$ 67 C$ 10 C$ 16 C$ 72 0.061% 43 1.2 (10%) (38%) (46%) (48%) (60%) C$ 1.43 0.29x
Peninsula Energy PEN-ASX AUD A$ 0.09 D. Talbot n/a n/a n/a 315 A$ 27 A$ 10 A$ 23 A$ 40 0.064% 62 0.4 (3%) (47%) (47%) (51%) (69%) n/a n/a
Kazatomprom KAP-LON GBP GBP$ 11.60 n/a n/a n/a n/a 259 GBP$ 3,009 GBP$ 260 GBP$ 136 GBP$ 2,884 0.054% 1391 2.4 (0%) (14%) (10%) (21%) n/a n/a n/a

Producer Average 1.4 (0%) (31%) (35%) (40%) (61%) 0.49x

Developers
Uranium Energy UEC-NYSE USD US$ 0.49 D. Talbot BUY US$ 1.70 247% 184 US$ 90 US$ 18 US$ 20 US$ 92 0.048% 105 0.9 7% (42%) (45%) (50%) (63%) US$ 1.83 0.27x
Denison Mines DML-TSX CAD C$ 0.32 D. Talbot BUY C$ 1.35 329% 597 C$ 188 C$ 8 C$ 1 C$ 181 2.9% 153 0.8 2% (38%) (41%) (54%) (54%) C$ 1.61 0.20x
NexGen Energy NXE-TSX CAD C$ 0.80 D. Talbot BUY C$ 5.55 594% 360 C$ 288 C$ 52 C$ 122 C$ 358 2.0% 348 0.7 (7%) (46%) (50%) (54%) (64%) C$ 6.94 0.12x
Fission Uranium FCU-TSX CAD C$ 0.13 D. Talbot BUY C$ 2.00 1500% 486 C$ 61 C$ 21 C$ 0 C$ 40 1.8% 135 0.2 (11%) (46%) (55%) (68%) (75%) C$ 2.28 0.05x
Azarga Uranium AZZ-TSX CAD C$ 0.08 D. Talbot BUY C$ 0.45 463% 186 C$ 15 C$ 0 C$ 0 C$ 14 0.094% 45 0.2 (11%) (53%) (61%) (59%) (64%) C$ 0.54 0.15x
Boss Resources BOE-ASX AUD A$ 0.03 n/a n/a n/a n/a 1,587 A$ 52 A$ 11 A$ 4 A$ 46 0.07% 63 0.4 (13%) (42%) (35%) (48%) (39%) n/a n/a
Laramide Resources LAM-TSX CAD C$ 0.11 n/a n/a n/a n/a 165 C$ 17 C$ 1 C$ 11 C$ 27 0.11% 118 0.2 (22%) (48%) (49%) (59%) (70%) n/a n/a
Global Atomic GLO-TSX CAD C$ 0.28 n/a n/a n/a n/a 145 C$ 40 C$ 8 C$ 0 C$ 32 0.18% 189 0.1 (4%) (40%) (42%) (46%) (33%) n/a n/a
Deep Yellow DYL-ASX AUD A$ 0.12 n/a n/a n/a n/a 245 A$ 28 A$ 15 A$ 0 A$ 13 0.032% 149 0.1 (4%) (43%) (57%) (61%) (72%) n/a n/a
Goviex GXU-TSX CAD C$ 0.08 n/a n/a n/a n/a 439 C$ 35 C$ 2 C$ 0 C$ 34 0.081% 230 0.1 (11%) (36%) (43%) (45%) (48%) n/a n/a
Vimy Resources VMY-ASX AUD A$ 0.02 n/a n/a n/a n/a 619 A$ 12 A$ 1 A$ 0 A$ 11 0.33% 116 0.1 (30%) (56%) (60%) (71%) (72%) n/a n/a
Plateau Energy Metals PLU-TSX CAD C$ 0.18 n/a n/a n/a n/a 86 C$ 15 C$ 1 C$ 0 C$ 14 0.021% 124 0.1 6% (37%) (23%) (29%) (70%) n/a n/a
Bannerman BMN-ASX AUD A$ 0.02 n/a n/a n/a n/a 1,059 A$ 19 A$ 6 A$ 4 A$ 17 0.019% 271 0.0 (10%) (42%) (49%) (55%) (63%) n/a n/a
Berkeley Energia BKY-ASX AUD A$ 0.15 n/a n/a n/a n/a 259 A$ 37 A$ 97 A$ 36 -$23 0.049% 89 -0.1 16% (26%) (33%) (44%) (67%) n/a n/a

Developers Average 0.3 (7%) (44%) (47%) (55%) (58%) 0.16x

Explorers
Toro Energy TOE-ASX AUD A$ 0.01 n/a n/a n/a n/a 2,611 A$ 8 A$ 5 A$ 16 A$ 19 0.48% 91 0.1 (40%) (60%) (63%) (84%) (88%) n/a n/a
UEX Corp UEX-TSX CAD C$ 0.07 n/a n/a n/a n/a 394 C$ 28 C$ 10 C$ 0 C$ 17 0.43% 99 0.1 (18%) (42%) (36%) (55%) (53%) n/a n/a
U3O8 Corp UWE-TSX CAD C$ 0.05 n/a n/a n/a n/a 23 C$ 1 C$ 0 C$ 0 C$ 1 n/a n/a n/a (18%) (18%) (31%) (55%) (68%) n/a n/a
Skyharbour Resources SYH-TSX CAD C$ 0.09 n/a n/a n/a n/a 75 C$ 7 C$ 1 C$ 0 C$ 5 n/a n/a n/a (10%) (45%) (45%) (57%) (76%) n/a n/a
IsoEnergy Ltd ISO-TSX CAD C$ 0.25 n/a n/a n/a n/a 76 C$ 19 C$ 7 C$ 0 C$ 12 n/a n/a n/a (2%) (47%) (42%) (51%) (57%) n/a n/a

Explorer Average 0.1 (18%) (43%) (43%) (60%) (69%)

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.  
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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/Disclosures031720.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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