Gold mining business

Gold mining consists of the processes and techniques employed in the removal of gold from the ground.[image: image1.emf] Today the gold mining business is presenting an attractive scenario. As currencies are being driven down in the countries where gold is being mined, so it is becoming cheaper and cheaper to produce gold, meanwhile there is constant increase in its selling price. 

It is the best time to be in the gold mining business especially in Canada, Australia, or New Zealand where the benefits of prime living standards, a high gold price, and the premium on the US dollar / New Zealand dollar currency ratio can be enjoyed.

Lets take an example: Suppose a gold mine has 1,000,000 ounces underground and the above ground value is $1,000 per ounce. If the production cost is $800 per ounce the mine will make $200,000,000 over its life. But if the gold price rises by 20% to $1,200 the mine will make $400,000,000 overall. This demonstrates a 'gearing' effect of 4 times
Copper mining Business

Unlike Gold mining business which became comparatively more printable during global slowdown, copper prices plunge from near $US 4 a pound in October 2008 to around $US1.80 in April 2009 making the Copper mining business unattractive. Financing from both debt and equity markets had dried up, making it virtually impossible for explorers and developers to raise money for their new copper mining projects. 

Combined Mining and its benefits over individual mining:

Many people are surprised to learn that large copper mines often recover considerable amounts of gold and other metals as a byproduct of operations. This gold often generates hundreds of thousands of dollars per day in gross cash-flow for public copper production companies, making them copper and gold mining stocks. And that is the reason why it’s much more profitable to be in combined mining business rather than extracting Gold & Copper alone.

Prominent examples of these large copper/gold mines include the Bingham Canyon mine in Utah. Bingham Canyon is owned by Rio Tinto (NYSE: RTP, LSE: RIO, ASX: RIO) through Kennecott Utah Copper and contains roughly 7.5 million ounces of gold, producing over 500,000 ounces per year.

The world's largest copper and gold mine in terms of recoverable reserves is Freeport McMoRan's (NYSE: FCX) massive Grasberg mining complex in Indonesia. The Grasberg mining complex is estimated to contain over 48 million ounces of gold and has produced up to nearly 25,000 ounces of gold per day! At $1,000 per ounce, that's $25 million gross per day! And that's just from the mine's gold credits!

It's no surprise that these types of mines have proved to be amazing profitable to the companies who own and operate them. 

Exeter's 100% earn-in Caspiche property (NYSE: ABX, TSX: ABX)/Kinross Gold (NYSE: KGC, TSX: K) Cerro Casale deposit, which contains about 5.4 million ounces of gold. The property is also 15 kilometers due south of the Kinross' Refugio mine, which contains 22.9 million ounces of gold and 5,800 million pounds of copper.

In May 2007, Exeter Resources reported an impressive drill assay intersection from the Caspiche property that really caught attention. It graded 0.9 g/t gold and and 0.25% copper over a nice wide 304 meters from a down hole depth of only 40 meters.

Later, the company reported even better drill results from the project. Diamond drill hole CSD-015 returned 632.1 meters grading 0.70 g/t gold and 0.28% copper from a down hole depth of 58 meters.


Exeter Resources reported that diamond drill hole CSD-016 intersected a full 718.75 meters grading 1.0 g/t gold and 0.38% copper. let us attempt to assign a value to it.

Assuming prices of US$872 an ounce, the value of gold in a one tonne block of ore grading 1.0 g/t would be worth US$28.04. Putting in the copper credits—with prices at US$3.87 per pound—adds another US$32.42 into that same tonne, for a total value of US$60.42 per tonne which would have been very less if Gold and copper are extracted separately.

In other words, the value of metal contained in one tonne of ore that graded 1.0 g/t gold and 0.38% copper is US$60.42.

Another example can be taken from Oyu Tolgoi, also known as Turquoise Hill,   gold and copper project 
The independent study indicates that the Oyu Tolgoi Mine will be capable of average annual production in excess of one billion pounds of copper and 330,000 ounces of gold for at least 35 years. Peak annual production in excess of 1.6 billion pounds of copper and 900,000 ounces of gold is projected to be reached six years after initial production begins (Year 6). 

Gold recoveries are 78.1%. These estimates are based on extensive testing by SGS Lakefield Research Limited, of Lakefield, Canada, and MinnovEX Technologies Inc., of Toronto, Canada.

An annual production rate in excess of 140,000 tpd (52.5 mtpa) is expected to be achieved by Year 7, when a second SAG circuit is completed. This is presented in the IDP as the Phase 2 Expanded Case and would produce an average annual production in excess of one billion pounds of copper and 330,000 ounces of gold for at least 35 years.

At the Expanded Case level of production, the average pre-tax annual gross revenue over the initial 35 years would be $1.1 billion, peaking at $1.99 billion in Year 8. 

Conclusion:

Considering the above examples and the figures, it can be concluded that combined mining is far more profitable than Gold and copper mining alone.
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