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Australia has a wealth of uranium
deposits, and its miners are lining
up to take advantage of a recovery
in the price, writes Stephen Wyatt.

ustralia’s uranium industry is

coming to life after spending the

past 25 years in the darkness. The

uranium price tripled in the past

four years and just this past year it
increased by mare than 50 per cent. It now
stands at its highest level in 20 years,

Little wonder there was so much discussion
this week about the value of the Olympic Dam
copper, gold and uranium mine in the context of
Kstrata's aggressive takeover bid for diversified
miner and uranium producer WMC Resources,

The jump in prices was a major factor that
allowed WMC Resources to recently increase
its uranium reserves by 20 per cent to
1.4 million tonnes, although Xstrata chief
executive Mick Davis said this week the idea
that "suddenly there is an indefinite shortage
of uranium is just complete nonsense ",

The issue today is whether uranium has
been reborn as a commodity with a long-term
future or whether this is just another price pop
in uranfum's so far difficult life,

Talk about the rosy future of the industry
has prompted many junior miners to look for
a piece of the action.

Groups such as Paladin Resources, with
uranium acreage at Manyingee and
Oobagooma; Wiluna Resources with its

Junior miners get the
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Lakeway deposit; Havilah Resources at
Curnamona; Summit Resources at Valhalla and
Minotaur Resources at Prominent Hill have, at
long last, got a uranium story they can talk up.

Havilah Resources expects to spin off and
float its uranium interests in the first quarter
next year via Curnamona Energy Pty Ltd.

Havilah chairman and director Bob
Johnson says the uranium market has turned
up dramatically, ‘“The projections are all up.
Stockpiles have been depleted so thereis a
looming shortage that has to be met by mine
production,”’

He says there is an expansion program
under way in the world nuclear power
industry, citing China as a leading proponent
of nuclear energy. Once the plants are built,
demand for uranium will be locked in. As
well, he says, once a plant is built, the price of
uranium becomes relatively unimportant as it
is a small part of the cost of generating
electricity from a nuclear power plant. The
biggest expense is the initial capital cost,

With some longevity in the latest uranium
price rise, these budding uranium producers
just might be able to join the resources boom
club, where the cigar-smoking exporters of
copper, coal, iron ore, alumina, nickel, gold
and oil and gas are sitting.
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~ " Australia will be one of the countries to get

significant benefits from a strong, long-term
rise in the world uranium market, if that does
take place.

Australia has almost 30 per cent of the
world's low-cost uranium. It is followed by
Kazakhstan with 18 per cent and Canada
12 per cent. But importantly, Australia has
38 per cent of the world's lowest-cost resources
(under $US40 a kilogram). And it is the second-
largest uranium producer after Canada.

““The fundamentals for uranium have not
been this bright in years,”" Michael Jalonen of
Merrill Lynch in Toronto says in a recent
report on the world's largest uranium
producer, Canada's Cameco Corp, “*The gap
between primary uranium production and
global uranium demand continues to widen.
Above-ground supply sources are not
expected to grow in the foreseeable future,

He says the average gap between supply
and demand is about 10 million pounds a
year, a gap that is expected to grow to about
30 million pounds by 2015,

Cameco president Jerry Grandey said this
week the group expected ‘‘upward pressure”’
on the price,

The evolution of the Australian uranium
industry goes back to the Cold War and the

nuclear arms race. The names of uranium
mines back then, such as Radium Hill, Mary
Kathleen and Rum Jungle, have been etched
into the minds of a whole generation. .

They trigger mixed emotions — memories
of excitement about a new technology, but
fears of world destruction, These mines
primarily supplied material to the US and
UK s nuclear weapons programs.

In the early 1970s, a second phase of
development began. This was based on
nuclear energy used to generate electricity.

Uranium was seen as the energy source of
the future. A new generation of mines were
developed — MNabarlek in 1979, Ranger
(ERA/Rio Tinto) in 1981 and Olympic Dam
in 1988,

Uranium in the late 1970s was trading
above $US43 a pound and the companies that
mined it were booming. But the price has not
revisited those levels; in fact, it hasn't even
been close.

Uranium fell to just §US7,10 a pound in late
2000, and despite the recent recovery in prices
it is still at half its 19705 level. ~

The Three Mile Island nuclear power plant
disaster in 1979 in Pennsylvania, which scuttled
plans to build hundreds of nuclear plants across
the US, was the catalyst for the fall that was fed
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by increasing concerns about nuclear waste.

Despite the nuclear power-generation
industry expanding steadily in Japan, France,
Britain, Germany, Sweden and South Korea,
another calamity kept uranium on its knees.

This was the world’s worst nuclear disaster,
the explosion at the Chernobyl power plant in
the Ukraine in 1986, Thirty people were killed
outright and 200,000 had to flee a cloud of
radioactive debris as it drifted over the then
Saviet Union and Eastern Europe.

The break-up of the Soviet Union in 1992
also weighed heavily on the uranium market.
Enriched uranium, removed from Russian
weapons, flooded the market. It was blended
down to reactor-grade fuel, keeping demand
for mined uranium low.

But now the price is back over SUS20 a
pound and the industry is on the front foot as
a host of countries plan additional nuclear
power capacity.

This renewed interest in nuclear power
comes partly because of rising concern about
greenhouse gases produced by coal-fired
electricity production and because of the
soaring cost of oil and other energy sources
such as LNG and coal.

According to the World Nuclear
Association, about 16 per cent of global
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electricity is mSﬂE_& by 430 nuclear plants
and this is set to grow. [t says 30 more reactors
are being built and another 70 are on the
drawing board.

China's cabinet recently approved two new
nuclear power plant projects in addition to the
four already in operation. These provide just
1.6 per cent of the nation's annual electricity
production.

In Australia, after a change in government
policy in 1996 away from the “three mines"’
policy, there are two projects on the cards
(Jabiluka in the Northern Territory and
Honeymoon in South Australia); a new
producer, Beverley in SA, has joined the other
two producers, Olympic Dam and Ranger;
and a host of would-be miners are lining up.

Beverley produced almost 900 tonnes of
uranium oxide in 2003-04,

There are high hopes that the market will
avoid the contractions of the past, although
there is still concern about the long-term
sustainability of nuclear power because of its
inadequate resource base, says Stephen Kidd
of the Uranium Institute in London.

Still, Robert Price of the Organisation for
Economic Co-operation and Development says
the known resources could provide today’s
reactor requirements for *‘several centuries™.
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Certainly there is a significant deficit in
primary uranium mine supply. Last year
about 440 nuclear reactors required
77,000 tonnes of uranium oxide concentrate.

Mines in 2003 supplied some 42,300 tonnes
of uranium oxide concentrate, far less than
utilities’ annual requirements. The balance
was made up from secondary sources or
stockpiled uranium held by utilities.

But these stockpiles, after more than a
decade of mine supply deficits, have now been
largely depleted, according to the Uranium
Information Cenire based in Melbourne.

And alternative fuels for power generation
have rallied wildly over the past year.

Crude oil is trading around $US50 a barrel,
just shy of its recent record, and thermal coal
is trading over SUSS0 a tonne, down from its
peak earlier this year of almost SUS70 a tonne
but still at historically lofty levels.

These factors, superficially at least, suggest
that still higher prices could be on the way.

But the uranium market is not that simple.
The wild card is just how far the supply of
secondary sources of material has been
depleted.

Secondary sources provide 45 per cent of
the fuel used by nuclear power plants at
present. They comprise recycled uranium and

plutenium from spent fuel, re-enriched
depleted uranium tails, &x-military weapons-
grade uranium, civil stockpiles and ex-
military weapons-grade plutonium. Supplies
have certainly fallen but analysts say there is
enough to last till at least 2020,

The Nuclear Energy Agency of the OECD
says that *‘given secondary sources are likely
to decline, particularly after 2020, reactor
requirements may have to be increasingly met
by the expansion of existing production
capacity'”. That's a long time for any
commodity price cycle.

The general manager of the Uranium
Information Centre, lan Hore-Lacey, says:
+*Looking at the whole picture, there isa
perception that secondary supplies — notably
utility stockpiles built up in the 1980s — are
shrinking a bit while demand is going gently up,’

Perhaps the operative words here are “'a bit'".
While some analysts are talking about prices
raging up to $US100 a pound, Hore-Lacey and
others suspect a more moderate future,

“‘Industry consensus seems to be that the
uranium price may firm further but not drop
below $US20 per pound at least for a while
{one to two years), and then not for long if it
does. The five-year perspective is §LJ520-
£17525 a pound,”” he says.




