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 “What you are really mining 
is money,” veteran geologist 
Don Davidson told us during a 
recent interview about molyb-
denum. It applies to any miner-
al, whether gold, silver, copper, 
uranium or, of course, molyb-
denum. “All mining, regardless 
of the commodity, is just really 
based upon your mining dol-
lars. It’s the value of the par-
ticular element and whether it 
is economic to extract it or not,” 
he explained.

Don Davidson

 Despite the shrill forecasts of some analysts who claim 
we should expect a price correction in base metals, molyb-
denum is very much in demand. “A lot of people envisioned 
this flip in the molybdenum price to be a short-term think, 
but I think with the economies that are rolling in Asia, es-
pecially India and China, we are never going to see the old 
price level again,” Davidson forecast. Another reason why the 
price of molybdenum could stay high comes as result of BP’s 
corroded oil pipeline in Alaska. We talked to a few industry 
insiders who believed BP could have increased the corrosion 
resistance in their oil pipeline had they added a tiny percent-
age more of molybdenum to the pipeline. Oil companies are 
probably going to require more molybdenum to prevent an-
other costly oil spill.
 Our discussions with geologists, investors and industry 
insiders reinforce the notion that the bull market in molyb-
denum is very much alive and kicking higher. We received 
an interesting email from Doug Fosbrooke, head of investor 
relations for Roca Mines, as we were soliciting comments 
about molybdenum demand. He wrote, “I received a call the 
other day from a Canadian-based representative of a Chinese 
moly/steel/metals dealer looking to buy MAX (the name of 
Roca’s molybdenum mine) concentrates.  Even after telling 
him we had signed an offtake agreement for 100 percent of 
our production, the party still expressed strong interest in 
doing business with us. Another Asian dealer, with whom we 
had been in discussions to provide project financing capital, 
also contacted us in the past week looking for our product.”

 When a small and soon-to-be-producing molybdenum 
company is pursued by Asian interests, after it has widely 
announced that next year’s production has been sold in ad-
vance, we feel comfortable in expecting a stable, if not higher, 
molybdenum price. That should bode well for newly arriving 
molybdenum producers, such as Roca Mines, which hopes to 
start mining its MAX deposit in Canada in the fourth quarter. 
But how can an investor safeguard himself from the potential 
arrival of other, less well-known wanna-be producers?

Alaskan oil pipeline

By James Finch

Dr. Nick Carter

 As we did with uranium and 
coalbed methane stocks, we 
compiled a list of “molybde-
num-specific” tips for investors. 
For advice on how to separate 
the good companies from the 
bad, we turned to geological and 
engineering experts to guide us. 
Both Dr. Nick Carter and Don 
Davidson have several decades 
of experience in evaluating mo-
lybdenum projects. For example, 
Blue Pearl’s Yorke-Hardy molyb-
denum deposit was renamed the 
Davidson deposit in honor of 
one our experts. Carter and Da-
vidson are both members of the five-man senior exploration 
board for Roca Mines, which hopes to find additional mo-
lybdenum beneath the existing high-grade MAX deposit in 
British Columbia.
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Nine Tips Every Investor Should Know

1.  Keep your eye on the price of molybdenum. Nick Carter 
advised, “One of the biggest pitfalls related to molybdenum 
is price. We’ve seen spikes over the years. The last one was 
in the 1970s. One of the things you have to watch out for, in 
terms of molybdenum, is the price. It’s been pretty good the 
last couple of years and all indications are it’s going to re-
main, perhaps at these lofty levels.” Huge deposits and good 
grades are required to withstand lower prices.

2.  Find out the average grade of the molybdenum deposit. “If any investor were to phone me and want to buy stock in moly 
mine, my immediate response would be, ‘Well, what is the grade’?” Carter said. “And if the grade isn’t a little bit better than 
0.1 percent, and preferably closer to 0.2 percent, I’d say, ‘Well, you had better think about this a little bit.” Carter explained he 
liked the MAX deposit because at 2 percent, Roca Mines would yield 40 pounds per ton of molybdenum. At $20 pound, the 
gross in situ value of the deposit would be $800/ton. Mining and operating costs are said to be less than $100/ton, yielding an 
operating profit of $700/ton.

3.  How deep is the molybdenum deposit? “Usually the deeper you go, the better grade you have to have in order to have 
material that can be mined for profit,” advised Davidson. “The deeper you go, your expenses can increase. Therefore, you’d 
generally have to have higher grade at depth.”

examining core

4.  Is it underground or open pit mining? Davidson dis-
cussed Adanac’s deposit in British Columbia, “Because it’s 
an open pit, your mining costs are much lower.” Carter ad-
vised on deposits where average grades run low, “If it’s 0.1 
percent, it had better be a big deposit and it had better be 
open pit, too. We’re not talking underground here. With 0.2 
percent, you get a little more option, if you can get something 
that’s reasonably large and with grades approaching 0.2 per-
cent. Cost of production in many open pit mines should be in 
the $10 to $11/pound range.”
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5.  What is the timeline for production? Some companies plan to begin molybdenum production this year or next. Others are 
looking a few years out. “The price is here now, but three years from now, when your mine’s up and running, the price may be 
$8,” Carter explained. “Maybe you’re not going to be able to cut it if you’ve got an overall molybdenum grade of 0.1 percent or 
less.” It is safer to evaluate a molybdenum company on a lower metal price than stretching your expectations by appraising it 
at the top of the market. “If molybdenum can stay north of $10-12/pound, it should be pretty good times,” Carter noted.

6.  How pure is your moly concentrate? Carter advised investors find out answers to these questions: “Is there any copper 
associated with this molybdenum deposit? And if so, how much copper?” Carter warned, “If there’s something like 0.05 or 0.1 
percent copper in the molybdenum system, this could be enough to really screw it up in terms of concentrate sales. There’s 
not enough (copper) to recover to make any money, and you could have serious problems in producing a moly concentrate 
that’s going to get you top dollar.” In the Kitsault molybdenum mine, there was significant lead content in the moly concen-
trate. “They took a serious penalty on that and they had to install a leaching plant to get the lead out of the concentrate,” Carter 
explained.

7.  Does the molybdenum have a contract or offtake agreement with a leading buyer? “The most telling comment with re-
gards to purity of the moly concentrate is: Does this company have a contract?” Carter pointed out. “If they’ve got a contract, 
you can be pretty sure the concentrate grade is going to be okay. There are specifications outlined in the agreement.”

8.  What is the infrastructure like? Carter talked about one company, which he explained was in a remote location, and which 
he asked we not name. “There’s no electrical power!” he exclaimed. “There’s no hydroelectric, no power lines.” He did talk 
about how previously, with other mining operations in this area, power was produced by way of diesel-fired generators. “But 
in today’s world, I don’t think they’ll look at that,” he said. “It’s too expensive.” Big operations will require being on a power grid 
to function, while smaller ones, such as Roca’s MAX mining operation, can economically operate with diesel generators.

Roca Mines’ MAX molybdenum deposit



HOW TO CHOOSE A MOLYBDENUM STOCK
   Feature

9.  Look for hidden problems in a molybdenum mining and 
processing operation. “Is the processing facility (mill) locat-
ed nearby?” asked Davidson. “Or will it be trucked hundreds 
of kilometers?” Other problems an investor should find out 
about include: (a) workforce availability, (b) the capital costs 
and payback on those costs, (c) mine permitting, (d) anti-
mining activity in the jurisdiction, (e) financing for the proj-
ect, (f ) access to the deposit (can the deposit be accessed at 
all?), and (g) the company’s market capitalization in relation 
to timeline for production. Does the deposit have blue sky 
potential? The Climax started small and became a world-
class molybdenum mine.

About the Experts

Dr. N.C. Carter, P.Eng. has extensive experience with BC 
molybdenum deposits, including; Endako, Alice Arm, Lime 
Creek (Kitsault), Roundy Creek, Bell Moly, Trout Lake (MAX) 
and Tidewater deposits. He has reviewed the Climax and 
Henderson deposits in Colorado and examined the Quartz 
Hill deposit in southeast Alaska. Dr. Carter is the author of 
numerous publications on molybdenum and copper por-
phyry deposits.

Mr. Don Davidson, M.A.Sc. has spent much of his career in 
Western Canada and the United States with Climax Molybde-
num Company based at their operations at the Climax Mo-
lybdenum Mine in Colorado. He was Resident Geologist to 
their major underground exploration project at Yorke Hardy 
(now the Davidson deposit) in Smithers, BC and his experi-
ence has included most phases of detailed and regional geol-
ogy with direct molybdenum experience at Climax Colorado, 
Yorke Hardy, Kitsault and Ruby Creek, BC. 

Climax molybdenum mine
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Websites and Trading Symbols  
of companies mentioned in this report: 

Adnac Moly Corp TSX: AUA www.adanacmoly.com

Blue Pearl TSX: BLE www.bluepearl.ca

Roca Mines TSX: ROK www.rocamines.com


