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RBC Elements™: Uranium Insights
Rising spot price and strong investor sentiment likely keep valuations
elevated
Our view: We believe the combination of a rising spot price and a strong undercurrent of positive
sentiment for the uranium sector may support elevated valuation multiples for uranium equities for
the foreseeable future. Renewed financial interest to invest in physical uranium, aided by the Sprott
uranium trust, has recently pushed spot prices higher and is an x factor in our price forecast. In this
report, in collaboration with the RBC Elements team, we update our previous work on social media
activity in the uranium sector which highlights that while activity slowed recently, it remains elevated
relative to historical levels and is indicative of strong investor interest in uranium.

We are raising our valuation multiples on Cameco and NexGen. We revise our rating on Cameco to
Sector Perform, from Underperform, and raise our PT to $26, from $17. As an incumbent producer with
idled capacity, we think Cameco's valuation may remain elevated due to strong investor sentiment. We
maintain our Sector Perform rating on NexGen and raise our PT to $7, from $6. As a developer of the best
undeveloped uranium asset, we see NexGen as having significant leverage to the long-term uranium
market recovery, although shares are nearly fairly valued.

Financial interest in physical uranium boosted by Sprott: The recent launch of the Sprott Physical
Uranium Trust (SPUT) has magnified financial interest to invest in physical uranium. Since launching an
ATM offering on August 17, SPUT has consistently raised funds to purchase uranium in a short period of
time (~C$130M and 2.7Mlbs to September 1), quickly pushing up spot prices to ~$37/lb, from $31-32/
lb in mid-August. A potential NYSE listing in 2022 may provide access to an even larger pool of capital
given strong investor interest in uranium. While the depth of capital available and willingness to invest
in SPUT is unknown, every pound sequestered in the trust accelerates a uranium market recovery and
supports a rising spot price.

Strong investor sentiment, SPUT, and rising spot price combine to keep valuations elevated: We have
updated our work on uranium social media activity, first published on June 22, 2021 — RBC Elements:
Uranium Outlook – Improving trends, but equity values amplified by social media. Although social
media activity slowed recently, it remains elevated relative to historical levels and is indicative of strong
investor interest in uranium (see Exhibits 2-5). We think the combination of strong investor sentiment
and a vehicle to express that interest through SPUT, could result in a positive feedback loop (i.e.
strong sentiment drives capital into SPUT which pushes up spot prices which then drives more positive
sentiment) that keeps uranium equity valuations elevated for the foreseeable future. However, we note
downside risk if/when capital flows into SPUT slow, resulting in less upward pressure on uranium prices.

Rising spot prices are positive, but term contracts key: Rising spot prices are a positive factor for
uranium equities and will be beneficial for current producers to varying degrees based on contract
coverage. However, producers and developers would benefit most from increased term market activity
and prices, which remains elusive as utilities continue to have solid contract and inventory coverage.
There is a possibility that rising spot prices entice utilities to re-enter the market sooner than expected,
but buyers remain on the sidelines for now.

Uranium market S&D balanced with a L-T deficit: Fundamentally, we continue to view the uranium
market as balanced through mid-2025 before entering a more pronounced deficit later this decade.
Additionally, utilities remain well-covered by contracts and inventory for the next several years.
However, financial interest to invest in uranium is an x factor in our forecasts and could result in higher
spot prices than anticipated.
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Uranium market in balance to slight deficit through mid-2020’s 
We continue to view the uranium market as in balance or in a slight deficit through the mid-
2020s, as idled supply comes online to meet steadily growing demand. In the late-2020s, we 
see a larger deficit forming as demand continues to rise with new reactors, primarily in 
China, and supply decreases due to potential mine closures and less secondary supply. 

We see the potential for market backwardation in 2022, with spot prices reaching $40/lb 
while term prices only rise to $35/lb, and then settling at $40/lb through the mid-2020s to 
incentivize idled production re-starts. Longer-term we see prices rising to $50/lb to reflect 
incentive prices required for new mine production. However, financial interest to invest in 
uranium is an x factor in our forecasts and could result in higher spot prices than anticipated. 

Exhibit 1 - RBC Uranium market outlook 

CAGR CAGR

S&D (Mlbs U3O8) 2015 2016 2017 2018 2019 2020 2021E 2022E 2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030E 20-30E 20-35E

United States 100 100 100 100 99 97 95 94 95 96 95 94 94 94 94 94 0% 0%

West & Central Europe 120 120 120 118 118 115 113 110 102 104 101 97 100 101 103 103 -1% -1%

Russia 25 26 27 29 29 29 30 29 30 31 30 29 28 28 27 29 0% 0%

Other East Europe 16 16 16 16 16 16 17 19 19 19 19 19 19 19 19 20 2% 2%

China 23 28 33 34 43 48 49 53 55 55 59 67 79 87 94 101 7% 7%

Japan 1 3 7 9 9 6 8 9 12 14 14 16 18 18 19 20 12% 8%

India 5 5 6 6 6 6 7 7 7 9 9 10 11 11 12 12 6% 5%

Other Asia 26 28 28 28 29 28 29 33 36 34 35 35 35 35 35 36 2% 1%

Other 22 21 21 21 21 22 21 21 20 22 23 23 28 28 29 31 3% 3%

Generating Capacity (GWe) 338 346 358 362 371 367 370 374 376 383 386 390 410 421 431 445 2% 2%

Demand (Mlbs U3O8) 168 164 177 181 180 171 176 172 175 185 197 190 195 198 203 208 2% 1%

Africa 20 19 20 23 22 22 20 21 22 22 23 26 26 26 26 21 0% -2%

Australia 15 16 14 17 16 16 13 13 13 13 13 14 15 16 16 17 0% -2%

Canada 34 36 34 18 18 10 7 18 27 36 36 36 36 36 36 18 5% 4%

Kazakhstan 61 64 61 56 59 51 59 59 59 64 64 62 62 62 62 62 2% 1%

Russia 8 8 8 8 8 7 7 7 8 9 9 9 9 9 9 9 2% 1%

Ukraine 3 3 3 2 2 2 2 3 3 3 3 3 3 3 3 3 2% 2%

Uzbekistan 8 9 9 9 9 9 9 9 9 9 9 9 9 9 9 9 0% 0%

United States 3 3 3 2 0 0 0 0 0 0 0 0 0 0 0 0 NA NA

Other 7 7 6 6 6 6 7 7 7 7 8 8 8 8 8 8 2% 1%

Mine Supply (Mlbs U3O8) 159 164 157 139 140 123 124 137 147 162 164 167 167 168 169 146 2% 1%

Russia 14 16 18 16 16 15 15 15 15 15 14 13 12 11 11 8 -6% -5%

United States 8 6 5 4 3 3 1 1 2 1 2 1 2 2 3 1 -11% -8%

Other 18 17 17 19 17 16 16 15 12 11 9 9 9 9 8 8 -6% -5%

Secondary Supply (Mlbs U3O8) 40 39 39 38 36 34 32 31 29 27 25 23 23 21 21 17 -6% -5%

Mine Supply 159 164 157 139 140 123 124 137 147 162 164 167 167 168 169 146 2% 1%

Secondary Supply 40 39 39 38 36 34 32 31 29 27 25 23 23 21 21 17 -6% -5%

Total Supply (Mlbs U3O8) 199 203 196 178 177 158 156 168 177 189 190 190 190 189 190 164 0% 0%

Surplus/Deficit 32 39 19 -3 -3 -14 -20 -5 2 4 -7 0 -5 -10 -13 -44

Supply as % of demand 119% 124% 111% 98% 98% 92% 89% 97% 101% 102% 96% 100% 97% 95% 93% 79%

Spot Price (US$/lb) $37 $26 $22 $25 $26 $29 $33 $40 $40 $40 $40 $40 $40 $40 $40 $50 5% 3%

Term Price (US$/lb) $47 $40 $31 $31 $32 $32 $34 $35 $40 $40 $40 $40 $50 $50 $50 $50 4% 3%  

Source: UxC, WNA, Company reports, RBC Capital Markets estimates 
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RBC Elements™ – The social media impact on uranium equities 
We have updated our work on uranium social media activity, which was first published on 
June 22, 2021 - RBC Elements™: Uranium Outlook – Improving trends, but equity values 
amplified by social media. Although social media activity has slowed recently, it remains 
elevated relative to historical levels and may continue to support high uranium equity 
valuations. 

We believe increased social media attention on uranium may be playing a part in this year’s 
rise in uranium equity valuations and should be taken into consideration by investors 
evaluating the sector. With the help of our RBC Elements data analytics team, we have 
tracked social media activity for uranium over the past 10 years. Since December 2020, we 
have noted a sharp increase in social media activity related to uranium equities, which has 
coincided with this year’s run-up in valuations. 

We think there is the potential that ongoing social media activity may keep valuations 
elevated compared to actual fundamentals, but we caution investors that social media 
trends can change quickly, while contributors are unregulated and may present biased views 
that serve their own interests. 

Exhibit 2 - Uranium social media activity has tempered, but remains elevated 
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Source: RBC Elements, RBC Capital Markets, Brandwatch 
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Although nuclear as a clean energy has also seen a decline in social media activity, the levels 
remain elevated relative to historical levels and may continue to support investor interest in 
uranium equities. Social media mentions for nuclear as a clean energy investment have also 
increased since December 2020, coinciding with the election of President Biden in the US and 
a broader global focus on de-carbonization in the past 6-months. The increased interest in 
nuclear as a clean energy may have raised interest in uranium as a derivative investment in 
nuclear energy. 

Exhibit 3 - Nuclear as a clean energy also maintains elevated activity on social media 
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Relative to other commodities, we think it is especially important to consider the social 
media impact on uranium equities as we have seen more social media activity for uranium 
compared to other commodities that are also considered critical to the clean energy 
transition, such as cobalt and copper. On a relative basis, since the start of 2021, uranium 
social media activity is approximately 2-3x higher than cobalt and 10x higher than copper. 

Exhibit 4 - Uranium social media activity is higher relative to other clean energy commodities 
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Source: RBC Elements, RBC Capital Markets, Brandwatch 
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Social media sentiment towards uranium has also improved significantly since December 
2020, especially relative to other clean energy commodities. Sentiment turned neutral as 
uranium prices bottomed in 2018, gradually improved in 2020 as prices benefited from 
COVID-related shut-downs, and moved noticeably higher starting late-2020. 

Exhibit 5 - Sentiment towards uranium remains positive 
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RBC Elements 
Description 
RBC Elements is a primary research and data science team embedded within RBC’s Global Research division. The main focus of 
RBC Elements is to use scientific methods, algorithms and systems to analyze vast amounts of structured and unstructured data, 
to obtain insights that are inputs into RBC’s Fundamental Global Research teams. 

Objective 
The team is involved in creating various machine learning and predictive modeling tools and processes, helping RBC Research 
discover the information hidden in big data, and allowing the Research division to make smarter decisions and deliver 
differentiated products to our clients. RBC Elements strives to augment the already available industry data with different 
alternative data sources, and enhance data collection procedures to include information that is relevant. 

Methods 
The team is implementing different machine learning and data mining algorithms using state-of-the-art methods. Examples 
include: 

 Machine learning techniques and algorithms, such as k-NN, Naive Bayes, SVM, Decision Forests, Clustering, Artificial Neural 
Networks, and Natural Language Processing to find patterns in the past, and to predict the future. 

 Feature selection techniques to find what matters most in the data. 

 Statistical modeling and analysis, and statistical tests such as distributions, and regression/GLM. 

 Developing hypotheses and making inferences using large amounts of data. 
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Companies mentioned
Cameco Corporation (TSX: CCO CN; C$26.01; Sector Perform)
NexGen Energy Ltd. (TSX: NXE CN; C$6.80; Sector Perform; Speculative Risk)

Required disclosures
Non-U.S. analyst disclosure
One or more research analysts involved in the preparation of this report (i) may not be registered/qualified as research analysts
with the NYSE and/or FINRA and (ii) may not be associated persons of the RBC Capital Markets, LLC and therefore may not be
subject to FINRA Rule 2241 restrictions on communications with a subject company, public appearances and trading securities
held by a research analyst account.

Conflicts disclosures
The analyst(s) responsible for preparing this research report received compensation that is based upon various factors, including
total revenues of the member companies of RBC Capital Markets and its affiliates, a portion of which are or have been generated
by investment banking activities of the member companies of RBC Capital Markets and its affiliates.

Please note that current conflicts disclosures may differ from those as of the publication date on, and as set forth in,
this report. To access current conflicts disclosures, clients should refer to https://www.rbccm.com/GLDisclosure/PublicWeb/
DisclosureLookup.aspx?entityId=1 or send a request to RBC CM Research Publishing, P.O. Box 50, 200 Bay Street, Royal Bank Plaza,
29th Floor, South Tower, Toronto, Ontario M5J 2W7.

A member company of RBC Capital Markets or one of its affiliates managed or co-managed a public offering of securities for
Cameco Corporation in the past 12 months.

A member company of RBC Capital Markets or one of its affiliates received compensation for investment banking services from
Cameco Corporation in the past 12 months.

RBC Capital Markets, LLC makes a market in the securities of Cameco Corporation.

A member company of RBC Capital Markets or one of its affiliates received compensation for products or services other than
investment banking services from Cameco Corporation during the past 12 months. During this time, a member company of RBC
Capital Markets or one of its affiliates provided non-investment banking securities-related services to Cameco Corporation.

A member company of RBC Capital Markets or one of its affiliates received compensation for products or services other than
investment banking services from Cameco Corporation during the past 12 months. During this time, a member company of RBC
Capital Markets or one of its affiliates provided non-securities services to Cameco Corporation.

RBC Capital Markets has provided Cameco Corporation with non-investment banking securities-related services in the past 12
months.

RBC Capital Markets has provided Cameco Corporation with non-securities services in the past 12 months.

RBC Capital Markets, LLC makes a market in the securities of NexGen Energy Ltd..

Explanation of RBC Capital Markets Equity rating system
An analyst's 'sector' is the universe of companies for which the analyst provides research coverage. Accordingly, the rating assigned
to a particular stock represents solely the analyst's view of how that stock will perform over the next 12 months relative to the
analyst's sector average.
Ratings
Outperform (O): Expected to materially outperform sector average over 12 months.
Sector Perform (SP): Returns expected to be in line with sector average over 12 months.
Underperform (U): Returns expected to be materially below sector average over 12 months.
Restricted (R): RBC policy precludes certain types of communications, including an investment recommendation, when RBC is
acting as an advisor in certain merger or other strategic transactions and in certain other circumstances.
Not Rated (NR): The rating, price targets and estimates have been removed due to applicable legal, regulatory or policy constraints
which may include when RBC Capital Markets is acting in an advisory capacity involving the company.
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As of March 31, 2020, RBC Capital Markets discontinued its Top Pick rating. Top Pick rated securities represented an analysts best
idea in the sector; expected to provide significant absolute returns over 12 months with a favorable risk-reward ratio. Top Pick
rated securities have been reassigned to our Outperform rated securities category, which are securities expected to materially
outperform sector average over 12 months.
Risk Rating
The Speculative risk rating reflects a security's lower level of financial or operating predictability, illiquid share trading volumes,
high balance sheet leverage, or limited operating history that result in a higher expectation of financial and/or stock price volatility.

Distribution of ratings
For the purpose of ratings distributions, regulatory rules require member firms to assign ratings to one of three rating categories -
Buy, Hold/Neutral, or Sell - regardless of a firm's own rating categories. Although RBC Capital Markets' ratings of Outperform (O),
Sector Perform (SP), and Underperform (U) most closely correspond to Buy, Hold/Neutral and Sell, respectively, the meanings are
not the same because our ratings are determined on a relative basis.

Distribution of ratings

RBC Capital Markets, Equity Research

As of 30-Jun-2021

Investment Banking

Serv./Past 12 Mos.

Rating Count Percent  Count Percent

BUY [Outperform] 787 55.70  318 40.41

HOLD [Sector Perform] 575 40.69  173 30.09

SELL [Underperform] 51 3.61  4 7.84

Rating and price target history for: Cameco Corporation, CCO CN as of 01-Sep-2021 (in CAD)
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5
Q2 Q3 2019 Q1 Q2 Q3 2020 Q1 Q2 Q3 2021 Q1 Q2 Q3

26-Jul-2018
Rtg:SP

Target: 16.00

17-Sep-2018
Rtg:SP

Target: 15.00

02-Nov-2018
Rtg:SP

Target: 16.00

27-Jun-2019
Rtg:SP

Target: 15.00

15-Jul-2019
Rtg:SP

Target: 14.00

04-May-2020
Rtg:SP

Target: 15.00

29-Jul-2020
Rtg:SP

Target: 14.00

16-Dec-2020
Rtg:U

Target: 15.00

07-May-2021
Rtg:U

Target: 17.00

Legend:
TP: Top Pick; O: Outperform; SP: Sector Perform; U: Underperform; R: Restricted; I: Initiation of Research Coverage; D: Discontinuation of Research Coverage;
NR: Not Rated; NA: Not Available; RL: Recommended List - RL: On: Refers to date a security was placed on a recommended list, while RL Off: Refers to date
a security was removed from a recommended list; Rtg: Rating.

Created by: BlueMatrix
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Rating and price target history for: NexGen Energy Ltd., NXE CN as of 01-Sep-2021 (in CAD)
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TP: Top Pick; O: Outperform; SP: Sector Perform; U: Underperform; R: Restricted; I: Initiation of Research Coverage; D: Discontinuation of Research Coverage;
NR: Not Rated; NA: Not Available; RL: Recommended List - RL: On: Refers to date a security was placed on a recommended list, while RL Off: Refers to date
a security was removed from a recommended list; Rtg: Rating.

Created by: BlueMatrix

References to a Recommended List in the recommendation history chart may include one or more recommended lists or model
portfolios maintained by RBC Wealth Management or one of its affiliates. RBC Wealth Management recommended lists include
the Guided Portfolio: Prime Income (RL 6), the Guided Portfolio: Dividend Growth (RL 8), the Guided Portfolio: ADR (RL 10),
and the Guided Portfolio: All Cap Growth (RL 12). RBC Capital Markets recommended lists include the Strategy Focus List and
the Fundamental Equity Weightings (FEW) portfolios. The abbreviation 'RL On' means the date a security was placed on a
Recommended List. The abbreviation 'RL Off' means the date a security was removed from a Recommended List.

Equity valuation and risks
For valuation methods used to determine, and risks that may impede achievement of, price targets for covered companies, please
see the most recent company-specific research report at www.rbcinsight.com or send a request to RBC Capital Markets Research
Publishing, P.O. Box 50, 200 Bay Street, Royal Bank Plaza, 29th Floor, South Tower, Toronto, Ontario M5J 2W7.

Cameco Corporation
Valuation
We value the company by applying a 1.75x P/NAV multiple to our NAV estimate. Our P/NAV multiple is above the average historical
multiple, but in line with multiples during periods of strong investor interest and rising uranium prices. Our DCF uses an 8% discount
rate. Our $26 price target supports out Sector Perform rating.

Risks to rating and price target
We highlight several key risks and sensitivities that could be potentially material to our thesis on Cameco including: 1) a negative
outcome in the ongoing CRA transfer pricing dispute; 2) contract cancellations; 3) potential production disruptions; 4) weaker-
than-expected uranium prices; 5) currency volatility, primarily CAD/USD; and 6) a decline in uranium investor sentiment resulting
in lower valuation multiples.

NexGen Energy Ltd.
Valuation
We value NexGen based on a NAV analysis using an 8% discount and 1.0x P/NAV multiple. The discount rate is in line with the
rate used to evaluate other developing mine projects. The P/NAV multiple is above a historical multiple for a pre-construction
developing mine project as it reflects higher valuation for uranium equities as a result of positive sentiment in the uranium space
backed by upward movement in spot price. We assign a Speculative Risk qualifier as Nexgen is a development stage company that
is not expected to start production until the mid-to-late 2020s. Our $7 price target supports a Sector Perform rating.

Risks to rating and price target
1) Permitting delays, especially with respect to uranium mine development due to heightened sensitivities and concerns regarding
nuclear material and radiation. 2) Technical challenges and construction delays, given the limited uranium mine development in
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the Western Athabasca region and lack of infrastructure. 3) Financing risk, as a pre-production company with debt and developing
a uranium mine while market conditions remain challenging. 4) Uranium price, which has a significant impact on valuation. 5)
CAD/USD exchange rate, as operations are located in Canada while uranium sales are primarily in USD.

Conflicts policy
RBC Capital Markets Policy for Managing Conflicts of Interest in Relation to Investment Research is available from us on request.
To access our current policy, clients should refer to
https://www.rbccm.com/global/file-414164.pdf
or send a request to RBC Capital Markets Research Publishing, P.O. Box 50, 200 Bay Street, Royal Bank Plaza, 29th Floor, South
Tower, Toronto, Ontario M5J 2W7. We reserve the right to amend or supplement this policy at any time.

Dissemination of research and short-term trade ideas
RBC Capital Markets endeavors to make all reasonable efforts to provide research simultaneously to all eligible clients, having
regard to local time zones in overseas jurisdictions. RBC Capital Markets' equity research is posted to our proprietary website
to ensure eligible clients receive coverage initiations and changes in ratings, targets and opinions in a timely manner. Additional
distribution may be done by the sales personnel via email, fax, or other electronic means, or regular mail. Clients may also
receive our research via third party vendors. RBC Capital Markets also provides eligible clients with access to SPARC on the Firms
proprietary INSIGHT website, via email and via third-party vendors. SPARC contains market color and commentary regarding
subject companies on which the Firm currently provides equity research coverage. Research Analysts may, from time to time,
include short-term trade ideas in research reports and / or in SPARC. A short-term trade idea offers a short-term view on
how a security may trade, based on market and trading events, and the resulting trading opportunity that may be available. A
short-term trade idea may differ from the price targets and recommendations in our published research reports reflecting the
research analyst's views of the longer-term (one year) prospects of the subject company, as a result of the differing time horizons,
methodologies and/or other factors. Thus, it is possible that a subject company's common equity that is considered a long-term
'Sector Perform' or even an 'Underperform' might present a short-term buying opportunity as a result of temporary selling pressure
in the market; conversely, a subject company's common equity rated a long-term 'Outperform' could be considered susceptible
to a short-term downward price correction. Short-term trade ideas are not ratings, nor are they part of any ratings system, and
the firm generally does not intend, nor undertakes any obligation, to maintain or update short-term trade ideas. Short-term trade
ideas may not be suitable for all investors and have not been 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 investment advisor or institutional salesperson for more information regarding RBC Capital Markets' research.
For a list of all recommendations on the company that were disseminated during the prior 12-month period, please click on the
following link: https://rbcnew.bluematrix.com/sellside/MAR.action
The 12 month history of SPARCs can be viewed at RBC Insight.

Analyst certification
All of the views expressed in this report accurately reflect the personal views of the responsible analyst(s) about any and all of
the subject securities or issuers. No part of the compensation of the responsible analyst(s) named herein is, or will be, directly or
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