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Chloe gets better looking all the time  

 

 

 
 

 
$33 
millio
n  

 
 

Copper Strike has reported tremendous exploration results from its Chloe base metals prospect in 
northern Queensland. The latest results are the best so far, showing mineralisation extends from 
surface down to a depth of at least 300 metres. Before the end of 2007, Copper Strike aims to 
complete a Feasibility Study to examine the economics of a regional mining operation incorporating 
Chloe. 

 
"Copper Strike remains well on track to realise its base metal production 
ambitions." 

 

Fat Prophets initially recommended buying CSE at 16.5 cents in December 2005 (Fat Mining 6). Our 
last review of this stock was during December (Fat Mining 55). 



 

As visible on the daily chart, yesterday's drilling announcement had a dramatic impact on the 
company's share price. Breaking above the previous high of 57 cents in January, the stock touched a 
new all-time high of 64 cents, before closing at 53.5 cents. 

In the near term, we anticipate further volatility, with Monday's high of 45 cents to provide initial 
support. Below here, the range between 41 cents and 36 cents will serve to limit downside risks.  

Once the current period of volatility subsides, we believe that Copper Strike will retain firm underlying 
upward momentum. In time, we expect to see the stock break above 64 cents, extending the upward 
trend to new all-time highs. 

 

Copper Strike's Chloe exploration target in northern Queensland continues to increase in prospectivity, 
as highlighted by the most recent drilling results released this week. The results are spectacular from 
an exploration perspective and important from a development point of view, as they almost certainly 
support the viability of a regional base metals development. 

In our past coverage of Copper Strike, we have consistently emphasised the potential of the emerging 
Chloe prospect. As a reminder to our Members, Chloe lies 20km southwest of Copper Strike's planned 



Einasleigh copper development in northern Queensland, 300km northwest of Townsville. 

For more than 12 months, Copper Strike has been assessing the commerciality of establishing a base 
metals development at Einasleigh, initially comprising treatment of copper ore from two primary 
sources - Einasleigh and Kaiser Bill. Einasleigh hosts an old underground copper mine of reasonable 
grade, while Kaiser Bill hosts a relatively low grade but open-pittable copper deposit. 

 

An initial Feasibility Study was completed during the March Quarter that showed such a development 
would be economic at current commodity prices.  

The study was based on a 1.5 million tonne per annum milling operation that would produce 15,000 
tonnes of copper concentrate to be trucked to the Townsville port. Mine life is estimated at seven 
years and capital costs are around $88 million.  

Using copper price assumptions of around US$5,500 a tonne (currently US$7,800), a cash operating 
cost of US$3,250 a tonne, and lowering estimated capital costs by 20% (to $70 million), total cash 
generated is around $99 million and Internal Rate of Return is 26%.  

A revised Feasibility Study is underway and scheduled for completion before the end of the year. It will 
assess the viability of joint development of the Einasleigh and Kaiser Bill deposits, but will include the 
rapidly developing Chloe prospect. We believe the results from this Study will show a dramatic 
improvement in project returns 

Continuous exciting exploration results from Chloe show that its significance to the whole project is 
growing constantly, and instead of being a bit player, it could eventually be the main project driver and 
add enormous value to the planned Einasleigh development. 

The focus of Copper Strike's exploration program has changed somewhat in accordance with Chloe's 
growing importance. Chloe is receiving a larger proportion of the company's exploration resources 



while it attempts to identify a potentially company-making discovery at Chloe and its surrounding area. 

Members may ask what makes Chloe so special? The answer is its dimensions, which so far extend 
from surface down to a depth of more than 300 metres. However, just as significant is the exceptional 
width of the mineralisation, as well as its relatively high grade. 

So far, drilling work confirms our excitement. The latest results from the current 20-hole drilling 
program released on Tuesday this week have returned the best intercepts so far. These include a 
spectacular intersection (hole CH045) of 32 metres @ 6.6% zinc, 2.8% lead, 41g/t silver and 0.3% 
copper from 244 metres down-hole. 

Results are awaited from another important hole (CH051) that intersected several zones of 5-10% 
zinc-lead mineralisation within a 45 metre intercept from a depth of 289 metres. We have no doubt that 
similar results to hole CH045 will generate further significant share price appreciation. Moreover, it 
appears that the market is already betting on good news. 

These recent results demonstrate that the Chloe deposit now continues to a depth of more than 300 
metres below surface.  

The current drilling program is continuing, with the aim of delineating an Inferred Resource at Chloe 
down to 300 metres depth. We believe the evidence is clear that mineralisation extends well below 
this. 

But the story does not stop with Chloe. 

 

Regional drilling work comprising a 10-hole program is underway at the Jackson zinc-lead prospect 
(formerly known as Chloe West) to define a shallow resource down to 300 metres depth. Jackson lies 
along strike from Chloe and shares the same geology.  

The company will also drill two holes to test the Young deposit, which lies just a few hundred metres 



west from Jackson. The Dreadnought prospect, just a further 2km west, is also due to be drilled. 

 

We believe Copper Strike's recent board and management changes are also significant. In our view, 
they reflect a confidence in the viability of the proposed Einasleigh development. 

Dick Potts was appointed to the board in February. He is a mining engineer with abundant 
development and production expertise and will be an invaluable acquisition. Meanwhile, Peter Buckle 
was appointed as Chief Geologist. He has enormous base metals experience in Queensland and his 
chief role will be to add to the company's Einasleigh resource base.  

Despite its recent price strength, Copper Strike's market capitalization of just $33 million is still very 
modest when compared to most of its Queensland copper peers, some of which have market values 
up to five times that of Copper Strike.  

Accordingly, Copper Strike will remain held within the Fat Prophets Mining & Resources 
Portfolio, but for Members with no current exposure we recommend the stock as a Buy around 
52 cents.  

 

Fat Prophets Mining & Resources Pty Ltd (ABN 68 102 986 327) is an authorised representative (no. 277996) of Mint Financial Group 
Pty Ltd.  

Fat Prophets Mining & Resources (FPMR) and Mint Financial Group (MFG), have made every effort to ensure the reliability of the views 
and recommendations expressed in this report. FPMR research is based upon information known to us or which was obtained from 
sources which we believed to be reliable and accurate at time of publication. However, like the markets, we are not perfect. 

This report is prepared for general information only, and as such, the specific needs, investment objectives or financial situation of any 
particular user have not been taken into consideration. Individuals should therefore discuss, with their financial planner or advisor, the 
merits of each recommendation for their own specific circumstances and realise that not all investments will be appropriate for all 
subscribers.  

To the extent permitted by law, FPMR, MFG and their employees, agents and authorised representatives exclude all liability for any loss 
or damage (including indirect, special or consequential loss or damage) arising from the use of, or reliance on, any information within the 
report whether or not caused by any negligent act or omission. If the law prohibits the exclusion of such liability, FPMR and MFG hereby 
limits their liability, to the extent permitted by law, to the resupply of the said information or the cost of the said resupply.  

As at the date at the top of this page, Directors and/or associates of Mint Financial Group Pty Ltd currently hold positions in AuSelect 
(AUS), Agincourt (AGC), Austal (ASB), Australian Wealth Management (AUW), Australia Worldwide Resources (AWE), Avexa (AVX), 
Argo Exploration Ordinary Shares (AXT), Avoca Resources (AVO), Babcock & Brown (BNB), Babcock & Brown Japan (BJT), Babcock & 
Brown Captial (BCM), BHP (BHP), Calliden Group (CIX), Clime Capital Ltd (CAM), Clime Investment management (CIW), Copper 
Energy Limited (COE), Everest Babcock & Brown Trust (EBI), Elkedra (EDN), Espreon Ltd (EON), Foster's Group (FGL), Fox Resources 
Options (FXROA), Fone Zone (FZN), Global Mining Investments (GMI), Indophil Resources (IRN), Intec Ltd (INL)Lihir Gold (LHG), Lion 



Selection Group (LSG), Macarthur Coal Ltd, Magnesium Int (MGK), McGuigan Simeon Wines (MGW), Mantra Resources (MRUO), 
Mundo Minerals (MUN), Newmont (NEM), Oil Search (OSH), Oceana Gold (OGD),Oxiana (OXR), Platinum Australia (PLA), Red Back 
Inc (RBI), RIO Tinto (RIO), Rubicon Japan Trust (RJT), ROC Oil (ROC), Staging Connections Group (STG), Sirtex Medical (SRX), Tap 
Oil (TAP), Telstra (TLS and TLSCA), Tox Free Solutions (TOX), View Resources (VRE), Walter Diversified (WDS), Westonia Mines 
(WEZ), Woodside Petroleum (WPL) and Zamia Gold (ZGM). These may change without notice and should not be taken as 
recommendations. 

The above disclaimer does not apply to investments held by the Fat Prophets Australia Fund Limited ACN 111 772 359 (FPAFL).  

The FPAFL Investment Portfolio is, pursuant to an agreement made between Fat Prophets Funds Management Australia Pty Ltd with 
Tidewater Asset Management Pty Limited, (as permitted pursuant to the management agreement that Fat Prophets Funds Management 
Australia Pty Ltd has with FPAFL), managed by Tidewater Asset Management Pty Limited with its own independently employed staff.  

FPAFL is managed independently of management and staff which are employed by the Mint Financial Group in the preparation and 
electronic publication of the Fat Prophets Report. Management and staff employed by FPAFL and Tidewater Asset Management Pty 
Limited may however subscribe to the Fat Prophets Report and by the decisions made by management and employees of FPAFL and/or 
Tidewater Asset Management Pty Limited FPAFL may or may not acquire, hold and/or deal in marketable securities in a manner which is 
consistent with or contrary to recommendations published in the Fat Prophets Report. 

Reference within the FPMR Report to the "Fat Prophets Mining & Resource Portfolio" remain as references to the hypothetical portfolio 
at http://www.fatprophets.com.au/mining/content.aspx?page=Performance and statements of performance of such hypothetical portfolio 
are not intended to be references to the performance of the portfolio established and maintained by FPAFL. Any enquires about FPAFL 
should be made direct to that company. 

 
 

 

 
  
 
 


