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PACIFIC NICKEL MINES LTD (PNM AU, $0.057.  Market cap A$12.8m*) 

Equity raise to take DSO nickel projects to feasibility and ML applications 
 

Pacific Nickel Mines (previously Malachite Resources) has raised A$3.8m (before costs) to allow the company 
to advance the Jejevo and Kolosori projects to feasibility status, complete environmental and social 
assessment reports and allow the lodgement of mining lease applications.  PNM’s aim is to establish a direct 
shipping nickel ore export business to the RKEF/nickel-in-pig iron producers in Asia within the next 2 years. 
 
We are encouraged that PNM directors supported the recent issue, subscribing around 15% of the total 
raised. 

As recently reported, PNM released initial results from an independent mineral resource estimate for both 
of its projects in the Solomons: 

• For Kolosori (PNM 80%), a JORC-compliant resource of saprolite and transitional saprolite of 7.3mt 
at 1.46% nickel (at a 1% cut) and 5.9mt at 1.55% nickel (1.2% cut) or some 90-100,000t contained 
nickel tonnes.  As well an additional resource target may take the Kolosori resource to as much as 8-
10mt.  The project area is prospective for additional resources.   

• For Jejevo (PNM 80%), independent consultants have determined an exploration target of 4.9 to 
6.6Mt at a grade range of 1.4 to 1.6% Ni (or 74-99,000 contained nickel 1.5% Ni), based on a 413 drill 
hole campaign completed by the previous owner of the project, Sumitomo.  Further drilling – which 
is about to commence - will elevate this to JORC 2012 resource status.  As at Kolosori, a number of 
additional targets have been identified. 

This is a very good start to resource definition by PNM.  In a previous report we suggested that a 10-12mt 
reserve would likely be the target to justify a mining operation of 6 years at 1.5-2mtpa from two operations.  
Assuming resources of around 8mt at Kolosori and perhaps 6-7mt at Jejevo (both at 1.5% Ni) and assuming 
high resource to reserve conversion ratios we think a 10-12mt reserve might already be achievable.  This will 
provide the basis for a feasibility study starting in early 2021.   

In our initiation report we presented a case where production capacity of 1.7mtpa could be established, each 
for capex of around US$20m. (This is little more than a quarrying and transhipping exercise).  With costs of 
around US$30/t (benchmarked off a DSO bauxite operation in Australia) we suggested a post-tax NPV8 of 
around A$110m (unfunded) with an IRR of over 60% could be achieved at mid-cycle commodity prices 
(US$63/t).  Results from the forthcoming feasibility study will therefore be very interesting. 

With the demise of Indonesian supply, DSO pricing has been strong at around US$75/wet metric tonne (CIF) 
for 1.5% nickel ore.  This has been assisted by a strong LME nickel price, now over US$7.50/lb.  We continue 
to believe that nickel supply will be tight for the next 4-5 years as rechargeable battery demand diverts metal 
from an already tight market.  This, we believe, will continue to see a shift in nickel demand by the stainless 
producers toward laterite/DSO sources. 

PNM provides an inexpensive exposure to what we believe can become a high margin, high cashflow business 
in an increasingly attractive commodity. 
 

MiFID II compliance statement:  Bridge Street Capital Partners are Corporate Advisors to this company and receive fees from this company 
for services provided.  See disclaimer/disclosure for more detail.  By downloading this report, you acknowledge receipt of our Financial 
Services Guide, available on our web page www.bridgestreetcapital.com.au. 
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Where to now for Pacific Nickel Mines? 

• PNM management has established a highly credible reputation with local landholders and with the 

Island and National governments.  All appear anxious for the projects to proceed. 

• We understand that the Ministry of the Environment has undertaken site visits to both projects to 

put together the terms of reference for environmental permits. 

• PNM has applied for a business licence to operate in Isabel Province.  This is an important step to 

allow PNM to operate in Isabel and to secure a SI export licence. 

• Within the next 2-3 months we believe that PNM can establish a +10Mt JORC compliant resource at 

both projects to justify the start of mine planning.   

• This will allow the company to move forward with the lodgement of mining lease applications, which 

will require a basic mining study and updated environmental reports and permits.  We expect the 

first of the MLA’s to be lodged in mid 2021. 

• We see the following activities over the next few months: 

o Completion of resource drilling and move to JORC status. 

o Identification of additional resources. 

o Completion of Environmental and Social Impact Statements for Jejovo and Kolosori. 

o Completion of a PFS including detailed mine planning at Jejevo and Kolosori. 

o Detailed logistics and shipping planning. 

o Detailed port engineering planning 

o DSO marketing studies 

o Completion of a BFS 

o Recruitment of Project Manager based in Solomon Islands 

o Securing of all required licences to operate in the Solomons. 

o Strategic review of other nickel deposits in the Solomons. 

• PNM is now fully funded to achieve these goals. 

 

 
 

Malachite Resources was renamed Pacific Nickel Mines Ltd (PNM) at its AGM on 30 November 2020. 

PNM Capital structure

Issued capital* m 214.6

Issue of shares to Kolosori** m 9.4

Total shares* . 223.9

Options*** m 11.5

Share price $ 0.057

Market capitalisation $m 12.8

Cash (estimated)* $m 4.0

Enterprise value $m 8.8

Additional shares
To Sunshine, subject to lodgement of ML m 13.8

To Kolosori, subject to grant of ML m 15.6

29.4

Total no. of shares (conditional) m 253.4

Market capitalisation (conditional) $m 14.4

Held by directors* 19.2%

* Includes T1 and T2 from recent placement

** Subject to  CPs.

*** Average exercise price of 6c
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Commodity price 
 

Historically, Indonesia has been the dominant source of nickel laterite ore.  However, in 2014 Indonesia 

announced a ban on the export of nickel ores to incentivise further investment in domestic smelting and 

refining capacity.  This policy was subsequently relaxed but reactivated in September 2019 to bring forward 

the ban from 2022 to January 2020.  These bans have significantly increased investment in the Indonesian 

domestic nickel industry where the country has developed a growing presence in the global nickel market, in 

refined nickel and stainless steel production and in NPI.  The extraordinary success of Nickel Mines (NIC: ASX, 

not covered) provides ample evidence that new sources of nickel units are being sought, and will likely be 

delivered from Indonesia. 

 

In a reaction to the 2014 ban, the Philippines significantly increased its lateritic nickel mine production.  

Despite this, the supply restriction has significantly tightened global nickel markets, which has been reflected 

in increases in LME and DSO nickel prices.  Prices of +1.5% DSO nickel ore have doubled over the past 12 

months. 

 

We do recognise that there will be a progressive move of the RKEF nickel industry to southern Asia (Indonesia 

and possibly the Philippines) exploiting inexpensive laterite ores and coal-derived energy.  That said, we don’t 

for a moment believe the Chinese domestic RKEF industry will be shut in as it is an important local industry.  

Given current global trade tensions, we believe China will ensure support for its domestic industries. 

 

There appears to be few sources of nickel laterite ore outside Indonesia and the Philippines to satisfy demand 

from the domestic Chinese RKEF producers.  We believe this provides an opportunity for the establishment 

of a DSO mining industry in the Solomons. 

 

 
Source: Ferroalloynet.com 
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Nickel DSO prices (CIF), 11 December 2020, US$/wet metric tonne.  1.5% Ni DSO is becoming the standard 

grade into RKEF’s. 

 

 
Source: Ferroalloynet.com 

 

DSO pricing has been supported by a strong LME nickel price 
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By downloading this report you acknowledge receipt of our Financial Services Guide, available on our web page 

www.bridgestreetcapital.com.au. 

Bridge Street Capital Partners Pty Ltd is licensed to provide financial services in Australia; CAR AFSL 456663; Level 14, 

234 George Street, Sydney NSW 2000 

Bridge Street Capital Partners Pty Ltd is providing the financial service to you. 

General Advice Warning 

Please note that any advice given by Bridge Street Capital Partners Pty Ltd or its authorised representatives (BSCP) is 

GENERAL advice, as the information or advice given does not take into account your particular objectives, financial 

situation or needs. You should, before acting on the advice, consider the appropriateness of the advice, having regard 

to your objectives, financial situation and needs.  If our advice relates to the acquisition, or possible acquisition, of a 

particular financial product you should read any relevant Prospectus, PDS or like instrument. 

 

Disclaimers 

BSCP provides this financial advice as an honest and reasonable opinion held at a point in time about an investment’s 

risk profile and merit and the information is provided by BSCP in good faith.  The views of the adviser(s) do not 

necessarily reflect the views of the AFS Licensee.  BSCP has no obligation to update the opinion unless BSCP is currently 

contracted to provide such an updated opinion. BSCP does not warrant the accuracy of any information it sources from 

others.  All statements as to future matters are not guaranteed to be accurate and any statements as to past 

performance do not represent future performance.  Assessment of risk can be subjective. Portfolios of equity 

investments need to be well diversified and the risk appropriate for the investor. Equity investments, made by less 

experienced investors, in listed or unlisted companies yet to achieve a profit or with an equity value less than $50 million 

should collectively be a small component of a balanced portfolio, with smaller individual investment sizes than 

otherwise.  Investors are responsible for their own investment decisions, unless a contract stipulates otherwise.  BSCP 

does not stand behind the capital value or performance of any investment.  Subject to any terms implied by law and 

which cannot be excluded, BSCP shall not be liable for any errors, omissions, defects or misrepresentations in the 

information (including by reasons of negligence, negligent misstatement or otherwise) or for any loss or damage 

(whether direct or indirect) suffered by persons who use or rely on the information. If any law prohibits the exclusion of 

such liability, BSCP limits its liability to the re-supply of the Information, provided that such limitation is permitted by 

law and is fair and reasonable.  

 
Disclosures  

Dr Chris Baker, an authorised representative of BSCP, certifies that the advice in this report reflects his honest view of 

the company.  He has 29 years investment experience in wholesale capital markets.  He worked as a mining analyst for 

brokers BZW and UBS for 11 years and has a further 16 years’ experience as a mining analyst and portfolio manager with 

Colonial First State and Caledonia Investments.  He now provides independent financial advice on a part time basis.  He 

may own securities in companies he recommends but will declare this when providing advice. He currently owns shares 

in PNM.  He is remunerated by BSCP but is not paid a specific fee for providing this report.  BSCP are Corporate Advisors 

to PNM and receive fees from MAR for services provided.  BSCP, its directors and consultants may own shares and 

options in PNM and may, from time to time, buy and sell the securities of PNM. 

 

BSCP earned fees from a recent capital raising undertaken by PNM. 
  

http://www.bridgestreetcapital.com.au/
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US Disclaimer: This investment research is distributed in the United States by Bridge Street Capital Partners Pty Ltd and 

in certain instances by Enclave Capital LLC (Enclave), a U.S.-registered broker-dealer, only to major U.S. institutional 

investors, as defined in Rule 15a-6 promulgated under the U.S. Securities Exchange Act of 1934, as amended, and as 

interpreted by the staff of the U.S. Securities and Exchange Commission. This investment research is not intended for 

use by any person or entity that is not a major U.S. institutional investor. If you have received a copy of this research 

and are not a major U.S. institutional investor, you are instructed not to read, rely on or reproduce the contents hereof, 

and to destroy this research or return it to Bridge Street Capital Partners Pty Ltd or to Enclave. The analyst(s) preparing 

this report are employees of Bridge Street Capital Partners Pty Ltd who are resident outside the United States and are 

not associated persons or employees of any U.S. registered broker-dealer.  Therefore, the analyst(s) are not subject to 

Rule 2711 of the Financial Industry Regulatory Authority (FINRA) or to Regulation AC adopted by the U.S. Securities and 

Exchange Commission (SEC) which among other things, restrict communications with a subject company, public 

appearances and personal trading in securities by a research analyst. Any major U.S. institutional investor wishing to 

effect transactions in any securities referred to herein or options thereon should do so by contacting a representative 

of Enclave.  

 

 

Enclave is a broker-dealer registered with the SEC and a member of FINRA and the Securities Investor Protection 

Corporation. Its address is 19 West 44th Street, Suite 1700, New York, NY 10036 and its telephone number is 646-454-

8600. Bridge Street Capital Partners Pty Ltd is not affiliated with Enclave or any other U.S. registered broker-dealer. 


