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 Attractive Assets for a reasonable price 
Development for World-Class-Mine advances Price/Volume/Chart 

 

 ● 
 

The Cooperation with Anglo American and the strategic 
investments of Rio Tinto and Mitsubishi Corp. secure the project 
financing and lower the project risk 

 

 ● 
 

The Pebble-Project hosts one of the largest accumulation of 
Gold and Copper ever found  

 ● 
 

We continue to suggest to buy the stock. Due to the delay in the 
project start to 2016 we lower the fair value to €15.90 (25,60 
CAD).   

   

SWOT 
 
 

  COMPANY DESCRIPTION Location 

●  +  Large amount of copper, gold and 
         molybdenum resources 
●  +  Management successful for 20 years 
●  +  Large volume open pit and under ground 
●  +  Anglo American secures financial 
         position 
●  +  politically stable area 
●  +  large cash position 
●  -   high investments into infrastructure and  
         energy supply 

 

  Northern Dynasty is developing one of 
the world’s largest gold, copper and 
molybdenum deposits. The expected 
average production volume is at 1,100 
mln pounds of copper, 1.1 mln ounces 
of gold as well as 51 mln pounds of 
molybdenum. The concession area is at 
a logistically favorable location in the 
south west of Alaska. Northern Dynasty 
is led by an experienced mangement 
team. 
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Chart: Indicator EV 

 

  

Chart: Financing possibilities 

 

 

 

Chart: Corporate Assets  

 

1 Current Developments 

� With the Pebble Project, one of the world’s largest copper, 
gold and molybdenum mines is evolving 

� Additional transparency through the planned transition to 
IFRS accounting standards. 

� Our outlook remains positive 

The Pebble Mine is expected to be developed in to a modern mine 
in the next years that can cover one fourth of American copper 
demand for around 50 years. In order to reach this goal, extensive 
investments have been committed by the project partner Anglo 
American. Besides substantial amounts of copper, gold and 
molybdenum, Pebble might produce other metals such as silver or 
palladium. 

A large number of project milestones have been completed and 
provide the basis to estimate the economic potential of a high 
volume mining operation at Pebble. Northern Dynasty intends to 
commence operations in 2016 and would then join the top 10 
largest producers of copper, gold and molybdenum. Exploration 
activities are continuing also. With its sights of the completion of a 
pre-feasibility study in 2010 the company has a confirmed budget 
of USD 59 mln for 2009 at its disposal. The envolvement of the 
strong partner Anglo American decrease the project risks 
significantly. Northern Dynasty Minerals offers its shareholders the 
possibility to participate in the creation of one of the largest copper, 
gold and molybdenum producers from an early stage on. 

With a current market capitalization of CAD 662 bln, Northern 
Dynasty Minerals (WKN: 906160, TSX.V: NDM) seems strongly 
undervalued. The company does not only have one of the world’s 
most important copper, gold and molybdenum resources available 
but also around CAD 36 mln cash while Anglo is expending the 
next USD 1,2 billion on the project. 

Besides Rio Tinto, that holds 19.8% of Northern Dynasty Minerals 
Ltd. Shares, Mitsubishi Corp. (11%) and U.S. Global Investors 
(7.6%) are key investors in the company. Based on drilling and 
resource estimates from December 2008, the derived mineral 
resources of the Pebble Project has continuously grown and 
currently amount to 5.1 bln tons of measured and indicated 
resources as well as 4.0 bln tons inferred resources. 
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Yearly production volume will likely amount to 1,100 mln pounds 
of copper, 1.1 mln ounces of gold and and 51 mln pounds of 
molybdenum (at 0.33% copper equivalent cut off and 0,55% 
average copper grade. The expected low production costs would be 
a decisive advantage for Northern Dynasty. The Western portion of 
the Pebble deposit is characterized by a higher graded, close to the 
surface part of the mineral deposit that could be extracted through 
low-cost, high volume, -open pit mining. 

 

Since most results for 2008 have been consistent with our 
expectations and despite current market influences through the 
global financial crisis, our fair value estimate is at USD 21.0 (EUR 
15.9) or CAD 25.6. This is a reduction of our previous target of 
EUR 18.5 and reflects the one year delay to commence production 
from 2015 to 2016. We suggest buying the stock. 

 

2 Overview of Milestones 
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3 Model Assumptions for Pebble West and Pebble East  

 
 
 

 
 
 

Exhibit 1: Key Modeling Assumptions for Pebble West

Pebble West

Stripping Ratio – average LOM waste/ore tonnes 0,78

Grade Au – average LOM g/t 0,33

Grade Cu – average LOM % 0,35%

Grade Ag – average LOM  g/t 4,5

Grade Mo – average LOM % Mo 0,02%

Ore Milled Per Day tonnes 110.000

Recovery Au – average LOM  % 60%

Recovery Cu – average LOM % 90%

Recovery Ag – average LOM % 70%

Recovery Mo – average LOM % 90%

Mining Cost per tonne ore USD  $2.80

Milling Cost per tonne ore USD  $6.5

Other Cost per tonne ore USD $2.20

RC Per Ounce Refined Gold USD  $6.20

RC Per Ounce Refined Silver USD $0.35

Roasting Cost Per Pound Moly USD $1.20

Payable Au % 90,00%

Payable Cu % 95,00%

Payable Ag % 90,00%

Payable Mo % 80,00%

C2 Cash Costs – LOM $/lb Cu $0.40

C3 Cash Costs – LOM $/lb Cu $0.55

Mine Life years 35

first $975mm from Anglo) USD millions $1,013

Shares in NAV millions 97,5

Discount Rate % 8.3%

Equity Ownership % 50%

Source: Dr. Kalliwoda Research GmbH , 2009

Exhibit 2: Key Modeling Assumptions for Pebble East

Pebble East

Dillution Ratio – average LOM waste/ore tonnes 0,15

Grade Au – average LOM g/t 0,42

Grade Cu – average LOM % 0,70%

Grade Ag – average LOM  g/t 3,6

Grade Mo – average LOM % Mo 0,03%

Ore Milled Per Day tonnes 120.000

Recovery Au – average LOM  % 60%

Recovery Cu – average LOM % 90%

Recovery Ag – average LOM % 70%

Recovery Mo – average LOM % 90%

Mining Cost per tonne ore USD  $8.20

Milling Cost per tonne ore USD  $6.00

Other Cost per tonne ore USD $2.00

RC Per Pound Refined Copper USD $0.05

RC Per Ounce Refined Gold USD  $6.00

Payable Au % 90,00%

Payable Cu % 95,00%

Payable Ag % 90,00%

Payable Mo % 80,00%

C2 Cash Costs – LOM $/lb Cu $0.12

C3 Cash Costs – LOM $/lb Cu $0.22

Mine Life years 35

Shares in NAV millions 97,5

Discount Rate % 8.3%

Equity Ownership % 50%

Source: Dr. Kalliwoda Research GmbH, 2009
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4 Estimates Free-Cashflows 2009e until 2051  

The basis for our discounted cash flow model are the gains and revenues estimation until 2050, an extraordinarily 
long period under review. We justify this with Pebble being one of the largest gold, copper and molybdenum 
resources. Unlike usually, we do not include a terminal value into our DCF-model but calculate the earnings under 
consideration of economic cycles until 2050, the year in which the resources should be mined for the largest part. 
We account for revenue and cost estimates that derive from planning data for simultaious production at Pebble West 
and Pebble East. Even though one may assume rising copper prices on the basis of limited global supply past 2013, 
we only adjusted for copper price volatility within the usual economic cycles until 2050. Evened out we assume a 
flat copper price at USD 1.75 which underlines our conservative approach. The market price of a pound copper is 
currently at USD 2.10. 
 
Our model is based on conservatively calculated commodity prices also for Gold and Molybdenum. We receive a 
net present value of USD 4.1 bln. Based on the 97.5 mln outstanding shares this would lead to a fair value of USD 
42.5 (= USD 21 at 50% project ownership for Northern Dynasty) per share with a discount factor of 8.3%. These 
results could improve if the yearly production capacities are enhanced, commodity prices rise or more resources 
were discovered. 
The following tables and the following chart show our calculated free cash flows from 2009e to 2050e. We base our 
yearly tax quota of 30% on the Canadian tax laws for mining companies. 
 
 

 
 
 

 
 

Northern Dynasty: Calculation of the operating Free -cash flows (part 1)

  Detailplan   Plan
All figures in US$  2009e 2010e 2011e 2012e 2013e 2014e 2015e

EBIT  -30 -30 -10 -4 -4 -4 -30

 - adjusted taxes on EBIT (30 %)  0 0 0 0 0 0 0

 =NOPLAT  -30 -30 -10 -4 -4 -4 -30

 + Depreciation/Amortization  0 0 0 0 0 0 0

Provisions (Contributions from Non-Controlling Interest) 125,0 125,0 125,0 0,0 0,0 0,0 0,0

 + Increase (-decreases) provisions  125 130 130 0 0 0 0

 = (operative) Brutto-Cash-flow  95 100 120 -4 -4 -4 -30

 - Investments  0 0 0 0 0 0 -1.400

 - Increase (+ decrease) Working Capital  0 0 0 0 0 0 -1400

 = Operativer Free Cash-flow (oFCF) 95 100 120 -4 -4 -4 -1.430

     Source: Dr. KALLIWODA | INTERNATIONAL © Copyri ght 2007

Northern Dynasty: Calculation of the operating Free -cash flows (part 2)

All figures in US$  2020e 2025e 2030e 2035e 2040e 2045e 2050e

EBIT  1.310 2.200 2.000 1.900 1.900 1.800 1.800

 - adjusted taxes on EBIT (30 %)  -393 -660 -600 -570 -570 -540 -540

 =NOPLAT  917 1.540 1.400 1.330 1.330 1.260 1.260

 + Depreciation/Amortization  0 0 0 0 0 0 0

Provisions  0,0 0,0 0,0 0,0 0,0 0,0 0,0

 + Increase (-decreases) provisions  0 0 0 0 0 0 0

 = (operative) Brutto-Cash-flow  917 1.540 1.400 1.330 1.330 1.260 1.260

 - Investments  -297 -325 -341 -308 -208 -123 -72

 - Increase (+ decrease) Working Capital  0 0 0 0 0 0 0

 = Operativer Free Cash-flow (oFCF) 620 1.215 1.059 1.022 1.122 1.137 1.188

     Source: Dr. KALLIWODA | INTERNATIONAL © Copyri ght 2009
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5 Appendix: Key Figures  
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6       Contact 

Northern Dynasty Minerals Ltd.  
Investor Relat ions 
Robin Bennett  

1020  800 West Pender Street 
Vancouver BC Canada V6C 2V6 
Telefon: + 1.604.684.6365 
Telefax: + 1.604.684.8092  
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7 DISCLAIMER 

KAUFEN:   Die Aktie wird auf Basis unserer Prognosen auf Sicht von 12 
Monaten eine Kursentwicklung von mindestens 20 % aufweisen 

BUY 
 

AKKUMULIEREN:  Die Aktie wird auf Basis unserer Prognosen auf Sicht von 12 
Monaten eine Kursentwicklung zwischen 10% und 20% 
aufweisen 

ACCUMULATE  

HALTEN:  Die Aktie wird auf Basis unserer Prognosen auf Sicht von 12 
Monaten eine Kursentwicklung zwischen 10% und - 10% 
aufweisen 

HOLD 

REDUZIEREN: Die Aktie wird auf Basis unserer Prognosen auf Sicht von 12 
Monaten eine Kursentwicklung zwischen -10% und - 20% 
aufweisen 

REDUCE 

VERKAUFEN:  Die Aktie wird auf Basis unserer Prognosen auf Sicht von 12 
Monaten eine Kursentwicklung von mindestens - 20 % 
aufweisen 

SELL  

 
Additional Disclosure/Erklärung 

 
DR.KALLIWODA │INTERNATIONAL hat diese Analyse auf der Grundlage von allgemein 
zugänglichen Quellen, die als zuverlässig gelten, gefertigt. Wir arbeiten so exakt wie möglich. 
Wir können aber für die Ausgewogenheit, Genauigkeit, Richtigkeit und Vollständigkeit der 
Informationen und Meinungen keine Gewährleistung übernehmen. 
Diese Studie ersetzt nicht die persönliche Beratung. Diese Studie gilt nicht als Aufforderung 
zum Kauf oder Verkauf der in dieser Studie angesprochenen Anlageinstrumente. Daher rät 
DR.KALLIWODA │ INTERNATIONAL, sich vor einer Wertpapierdisposition an Ihren 
Bankberater oder Vermögensverwalter zu wenden.  
Diese Studie ist in Großbritannien nur zur Verteilung an Personen bestimmt, die in Art. 11 (3) 
des Financial Services Act 1986 (Investments Advertisements) (Exemptions) Order 1996 ( in 
der jeweils geltenden Fassung) beschrieben sind. Diese Studie darf weder direkt noch indirekt 
an einen anderen Kreis von Personen weitergeleitet werden. Die Verteilung dieser Studie in 
andere internationale Gerichtsbarkeiten kann durch Gesetz beschränkt sein und Personen, in 
deren Besitz diese Studie gelangt, sollten sich über gegebenenfalls vorhandene 
Beschränkungen informieren und diese einhalten.  
DR.KALLIWODA │ INTERNATIONAL sowie Mitarbeiter können Positionen in irgendwelchen 
in dieser Studie erwähnten Wertpapieren oder in damit zusammenhängenden Investments 
halten und können diese Wertpapiere oder damit zusammenhängende Investments jeweils 
aufstocken oder veräußern. 
 

Mögliche Interessenskonflikte 
 
Weder DR.KALLIWODA │ INTERNATIONAL noch ein mit ihr verbundenes Unternehmen  
a) hält in Wertpapieren, die Gegenstand dieser Studie sind, 1% oder mehr des  
        Grundkapitals; 

b) war an einer Emission von Wertpapieren, die Gegenstand dieser Studie sind, beteiligt; 
c) hält an den Aktien des analysierten Unternehmens eine Netto-Verkaufsposition in Höhe                  
        von mindestens 1% des Grundkapitals; 

d) hat die analysierten Wertpapiere auf Grund eines mit dem Emittenten abgeschlossenen 
 Vertrages an der Börse oder am Markt betreut. 
Nur mit dem Unternehmen Northern Dynasty Inc bestehen vertragliche Beziehungen zu 
DR.KALLIWODA │INTERNATIONAL für die Erstellung von Research-Studien. Durch die 
Annahme dieses Dokumentes akzeptiert der Leser/Empfänger die Verbindlichkeit dieses 
Disclaimers.  
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DISCLAIMER 
 
 
 
The information and opinions in this analysis were prepared by DR. KALLIWODA | 
INTERNATIONAL. The information herein is believed by DR. KALLIWODA | 
INTERNATIONAL to be reliable and has been obtained from public sources believed to be 
reliable. With the exception of information about DR. KALLIWODA | INTERNATIONAL, DR. 
KALLIWODA | INTERNATIONAL makes no representation as to the accuracy or 
completeness of such information. 
Opinions, estimates and projections in this report constitute the current judgement of the 
author as of the date of this analysis. They do not necessarily reflect the opinions, projection, 
forecast or estimate set forth herein, changes or subsequently becomes inaccurate, except if 
research on the subject company is withdrawn. Prices and availability of financial instruments 
also are subject to change without notice. This report is provided for informational purposes 
only. It is not to be construed as an offer to buy or sell or a solicitation of an offer to buy or 
sell any financial instruments or to participate in any particular trading strategy in any 
jurisdiction. The financial instruments discussed in this report may not be suitable for all 
investors and investors must make their own investment decision using their own 
independent advisors as they believe necessary and based upon their specific financial 
situations and investment objectives. If a financial instrument is denominated in a currency 
other than an investor´s currency, a change in exchange rates may adversely affect the price 
or value of, or the income derived from, the financial instrument, and such investor effectively 
assumes currency risk. In addition, income from an investment may fluctuate and the price or 
value of financial instruments described in this report, either directly or indirectly , may rise or 
fall. Furthermore, past performance is not necessarily indicative or future results. 
This report may not be reproduced, distributed or published by any person for any purpose 
without DR. KALLIWODA | INTERNATIONAL´s prior written consent. Please cite source when 
quoting. 
 
 
 
 


