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ZincX Update

On May 07, 2018 Canada Zinc Metals Corp 

announced that it has changed its name from 

Canada Zinc to ZincX Resources Corp and will 

be traded under a new stock symbol of “ZNX”. 

We covered the company in our “Finding hid-

den gems” report the 23rd of January 2018 

(trading then at C$0.34), and today we give an 

update following the robust positive results from 

the Preliminary Economic Assessment (PEA) 

announced by the company the 20th of June 

2018: estimated pre-tax NPV of $649 Mln (35% 

IRR), 2.6 year payback and 18-year mine life.

Analysts increased the target and fair value 

bracket from CAD 1.78 to CAD 2.19 (current 

price CAD 0.42) based on discouted cash flow. 

With such attractive PEA figure, the company 

can finally talk to major producers for potential 

joint-ventures on their Cardiac Creek project.

This project has only an ini-

tial CAPEX of around $260 Mln, and 

could be in production in three years.

The sector got a strong momentum after the 

surprising acquisition of Arizona Mining by 

South 32 (for C$2.16 Bn) with a 50% premium.

We welcome such acquisition, because it 

confirms our base scenario of a consolida-

tion in the zinc market, however we cannot 

understand the logic of South 32 for such ac-

quisition, preferring Arizona Mining to ZincX.

South 32 is acquiring with leverage a proj-

ect that is, by far, not in production and 

is going to be more capital intensive.

ZincX has better grades and can be 

in production in three years time with 

a significantly lower initial investment.

Using the same valuation metrics used by 

South 32 for the acquisition of Arizona Min-

ing, the value of ZincX should be C$2.35.

By analysing the chart of ZincX we finally 

see a strong momentum which should help 

to finally break out the C$0.40 resistance.

Observing the recent trade war between China 

and US, we cannot understand why the com-

modities prices are falling, because additional 

duties on commodities would mean increasing 

prices which should translate in higher inflation.

This is an additional reason for Chinese 

companies to diversify furthermore out-

side of the US, therefore ZincX, being Can-

ada based, would be a typical example.

Even if our investment committee is neutral 

to negative on the markets in general, we feel 

comfortable being invested in ZincX at such 

tremendous discount, comparing the shares of 

ZincX to a Call Option on Zinc with no maturity.

ZincX stock price

FINDING HIDDEN GEMS
As investment advisors, we are always screen-
ing the global stock markets for opportunities 
on behalf of our clients. We define an ‘oppor-
tunity’ as a stock currently undervalued or 
overlooked by the market for some specific 
reason, with upside potential of over 100%.

COMPANY DETAILS
Ticker: ZNX CN
Current Price: C$0.42
1y Target: C$2.3 (447% upside)
Stop Loss: C$0.23 (45% downside)

Shares Outstanding (M)
Market Capitalization (M)
Enterprise Value (M)
Net Cash / Share

DESCRIPTION
ZincX Resources Corp. engages in the ex-
ploration and development of mineral prop-
erties in Canada. It focuses on unlocking the 
potential of a future long life mining district 
in the low-risk development environment.

166.2
67.3
62.3
0.03
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Legal Information: This publication is intended for information purposes only and does not constitute an offer or an invitation by, or on behalf of, 
KTS Capital Management to make any investments. Opinions and comments reflect the current view of KTS Capital Management and not that one 
of a third party. KTS Capital Management assumes no obligation to ensure that other such publications are brought to the attention of any recipient 
of this publication. Investments in the asset classes mentioned in this publication may not be suitable for all recipients. This publication has been 
prepared without taking into account of the objectives, financial situation or needs of any particular investor. Before entering into a transaction, 
the investor should consider the suitability of the transaction to his individual circumstances and objectives. This publication does not constitute 
investment, legal, accounting or tax advice or a representation that any investment or strategy is suitable or appropriate for individual circum-
stances, or otherwise constitutes a personal recommendation for any specific investor. KTS Capital Management recommends that investors 
assess the specific financial risks as well as legal, regulatory, credit, tax and accounting consequences with a professional advisor. The information 
and data herein are obtained from sources believed to be reliable but no guarantee can be made that the information is accurate or complete. 

Important disclosures: Client mandates of KTS Capital Management, employees or individuals connected to them, may from time to 
time have a position in or hold any of the investments or related investments mentioned in this document. KTS Capital Management is un-
der no obligation to disclose or take account of this document when advising or dealing with or on behalf of customers. The views of 
KTS Capital Management reflected in this document may change without notice. In addition, KTS Capital Management may issue oth-
er reports that are inconsistent with, and reach different conclusions from, the information presented in this report and is under no obli-
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KTS Capital Management does not accept any liability whatsoever arising from the use of the material or information contained herein.
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