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Quick Read 

Recent drilling at Magnetic Resources’ Lady Julie North 4 (LJN4) indicates a significant discovery unfolding in the Laverton region of 
WA. In this note, Argonaut provides some context to the recent drill results and some initial estimates of the potential deposit size. 
Exploration potential at depth is material with drilling currently underway that could evolve LJN4 into a deposit with an endowment 
akin to other significant gold deposits in the Laverton region. 

Key Points 

Argonauts Model and Inventory: Using currently reported drilling by MAU, Argonaut models a potential inventory of 778Koz at 
2.34g/t (1.0g/t Cut-off) for LJN4. Extensional drilling at depth for LJN4 is currently underway so we anticipate the next LJN4 resource 
update will exceed our estimates and likely turn into a +1Moz deposit captured within a large 1000m x 600m single open pit. 
Figure 1: Cross section of Argonaut’s completed Leapfrog model for LJN4 with recent significant intercepts. 

 

Source: Argonaut Research, MAU reported drill data 

Growing deposit in an active M&A region: The LJN4 deposit location is ideal - only 15km from two existing mills (Mt Morgans - ASX: 
GMD & Granny Smith - JSE: GFI). Consolidation of the Leonora region by Genesis first focused on securing milling capacity. With two 
mills now under GMD ownership, consolidating ounces in the ground may be the next step before other producers in the area start 
making their own moves. The Granny Smith Mill is running under capacity - treating 1.58Mt in 2022, less than 50% of its 3.5Mtpa 
nameplate design. 

Recommendation 

Argonaut provides a speculative buy recommendation for MAU with a price target of $1.80/share on the back of a pending LJN4 
resource upgrade and further exploration drill results down plunge of LJN4. An exploration story worth following over the next 6-
months. 



 

Financial Advisers | Stockbroking & Research | Special Situations Financing | Page 2 

 

Magnetic Resources NL Shares (m) 265 Recommendation SPECULATIVE BUY

ASX: MAU Share price (A$) 1.00 Price Target (A$) 1.80

Market Cap (A$m) 265 TSR (%) 80.0%

Analyst: Patrick Streater

www.argonaut.com

Key metrics FY23 FY24E FY25E FY26E FY27E Commodity price assumptions FY23 FY24E FY25E FY26E FY27E

EPS (Ac) (3.11) (3.05) (3.46) (3.21) 18.87 Gold price (US$/Oz) 1,832 1,944 2,088 2,100 2,100

DPS (Ac) 0.00 0.00 0.00 0.00 0.00 A$/US$ exchange rate (x) 0.673 0.637 0.635 0.645 0.650

Gold price (A$/Oz) 2,722 3,051 3,287 3,256 3,231

P/E (x) (2.7) (3.1) (3.6) (3.6) 21.1

EV/Ebit (x) (36.5) (32.2) (29.0) (29.5) 2.1 Mine production details FY23 FY24E FY25E FY26E FY27E

EV/Ebitda (x) (36.6) (32.3) (29.2) (29.7) 2.1 Gold producton

EV/Production (x) 0 0 0 0 2,896 Lady Julie (kOz) 0.0 0.0 0.0 0.0 61.0

Project B (kOz) 0.0 0.0 0.0 0.0 0.0

Free cash flow yield (%) (2.2%) (3.3%) (3.8%) (4.4%) 28.8% Total (kOz) 0.0 0.0 0.0 0.0 61.0

Dividend yield (%) 0.0% 0.0% 0.0% 0.0% 0.0%

Net debt (cash) (A$m) (4.1) (9.5) (23.1) (11.6) (87.8) AISC 

Gearing (%) 1,029.8% (36.9%) (87.2%) (40.6%) (1,067.0%) Lady Julie (A$/Oz) 0 0 0 0 764

Project B (A$/oz) 0 0 0 0 0

Profit & Loss FY23 FY24E FY25E FY26E FY27E Group (A$/Oz) nm nm nm nm 764

Sales revenue (A$m) 0.0 0.0 0.0 0.0 197.2

Operating costs (A$m) 0.0 0.0 0.0 0.0 (103.1) Production Outlook

Exploraton expense (A$m) (4.5) (6.0) (6.2) (6.4) (6.6)

Corporate overhead (A$m) (2.6) (1.9) (2.1) (2.1) (2.2)

Ebitda (A$m) (7.1) (7.9) (8.3) (8.5) 85.3

Depreciation (A$m) (0.0) (0.0) (0.0) (0.0) (0.0)

Ebit (A$m) (7.1) (7.9) (8.3) (8.6) 85.2

Net interest (A$m) 0.0 (0.3) (1.2) (1.0) (1.1)

Pre-tax profit (A$m) (7.1) (8.2) (9.5) (9.5) 84.1

Tax (A$m) 0.0 0.0 0.0 0.0 (28.2)

Underlying earnings (A$m) (7.1) (8.2) (9.5) (9.5) 55.9

Exceptional items (A$m) 0.0 0.0 0.0 0.0 0.0

Reported Earnings (A$m) (7.1) (8.2) (9.5) (9.5) 55.9

Cash flow statement FY23 FY24E FY25E FY26E FY27E

Net profit (A$m) (7.1) (8.2) (9.5) (9.5) 55.9

Depreciation (A$m) 0.0 0.0 0.0 0.0 0.0

Exploration, interest and tax (A$m) 4.5 6.9 7.3 7.3 35.6

Working Capital (A$m) 0.2 0.0 0.0 (1.4) (6.0)

Other (A$m) 1.1 0.0 0.0 0.0 0.0 Reserves and Resources

Operating cash flow (A$m) (1.3) (1.2) (2.2) (3.5) 85.6 Ore reserves

Capital expenditure (A$m) 0.0 (1.5) (2.0) (2.0) (3.4) Project Ore (mt) (g/t) (kOz)

Exploration (A$m) (4.6) (6.0) (6.0) (6.0) (6.0) Lady Julie 0.0 0.00 0

Other (A$m) 0.0 0.0 0.0 0.0 0.0 Other 0.0 0.00 0

Free cash flow (A$m) (5.9) (8.8) (10.2) (11.5) 76.2 Other 0.0 0.00 0

Dividends (A$m) 0.0 0.0 0.0 0.0 0.0 Total 0.0 0.00 0

Equity (A$m) 8.0 14.2 23.8 23.8 0.0 EV/Reserve (A$/Oz) #DIV/0!

Debt draw / (repay) (A$m) (0.0) 0.0 0.0 0.0 0.0

Net cash flow (A$m) 2.1 5.4 13.6 12.2 76.2 Mineral Resources

Project Ore (mt) (g/t) (kOz)

Balance sheet FY23 FY24E FY25E FY26E FY27E Lady Julie 13.5 1.40 605

Current assets Other 0.0 0.00 0

Cash at bank (A$m) 4.1 9.5 23.1 11.6 87.8 Other 0.0 0.00 0

Receivables (A$m) 0.2 0.2 0.2 2.0 10.0 Total 13.5 1.40 605

Inventories (A$m) 0.0 0.0 0.0 1.0 9.0 EV/Resource (A$/Oz) 430

Other (A$m) 0.0 0.0 0.0 0.0 0.0

Current assets (A$m) 4.3 9.7 23.3 14.6 106.8 Board and Management

Non-Current assets Eric Lim Non-Executive Chairman

PP& E and Development (A$m) 0.0 1.5 3.4 5.4 8.7 George Sakalidis Managing Director

Exploration & evaluation (A$m) 0.0 0.0 0.0 0.0 0.0 Hian Siang Chan Non-Executive Director

Other (A$m) 0.2 0.2 0.2 0.2 0.2 Ben Donovan Non-Executive Director

Non-Current assets (A$m) 0.2 1.7 3.6 5.6 8.9

Total assets (A$m) 4.5 11.4 26.9 20.2 115.7

Current liabilities

Payables (A$m) 0.6 0.6 0.6 2.0 12.0

Short-term debt (A$m) 0.0 0.0 0.0 0.0 0.0 Substantial shareholders Shares (m) Stake (%)

Other (A$m) 0.2 0.0 0.0 0.0 0.0 Chim Seng Oan 37.8 14.3%

Current Liabilities (A$m) 0.8 0.6 0.6 2.0 12.0 Choon Kong Lim 16.4 6.2%

Non-current liabilities Dale Alcock 29.2 11.0%

Long-term debt (A$m) 0.0 0.0 0.0 0.0 0.0 Top 20 190.2 71.9%

Lease liabilities (A$m) 0.0 0.0 0.0 0.0 0.0

Provisions (A$m) 0.0 25.5 26.7 28.1 29.5 Valuation Spot Prices Argonaut forecasts

Deferred tax (A$m) 0.0 0.0 0.0 0.0 28.2 Asset A$m A$/sh A$m A$sh

Other (A$m) 0.0 (50.0) (50.0) (50.0) (50.0) Lady Julie 511.3 1.86 426.4 1.55

Non-Current liabilities (A$m) 0.0 (24.5) (23.3) (21.9) 7.7 Other 0.0 0.00 0.0 0.00

Total liabilities (A$m) 0.8 (23.9) (22.7) (19.9) 19.7 Resources 50.0 0.18 50.0 0.18

Net assets (A$m) 3.7 35.3 49.6 40.1 96.0 Hedge book 0.0 0.00 0.0 0.00

Equity Corporate overhead (13.0) (0.05) (13.0) (0.05)

Contributed equity (A$m) 54.6 68.8 92.6 116.3 116.3 Unpaid capital 5.6 0.02 5.6 0.02

Accumulated earnings (losses) (50.9) (33.5) (42.9) (76.2) (20.3) Cash 5.0 0.02 5.0 0.02

Total attributable equity 3.7 35.3 49.6 40.1 96.0 Debt 0.0 0.00 0.0 0.00

Minorities (A$m) 0.0 0.0 0.0 0.0 0.0 Total 540.3 1.96 474.0 1.72

Total Equity (A$m) 3.7 35.3 49.6 40.1 96.0 Price Target (50/50 spot/base case) 1.80
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Project Background  

Magnetic Resources started exploring the Laverton area in 2017 with initial grants of the Hawks Nest tenure in 2017, followed by 
the acquisition of the Lady Julie tenements in 2020/2021. MAU tenements cover a 8km strike position of the Chatter Box Shear Zone 
which hosts Goldfield’s Wallaby deposit to the south (+5Moz endowment). MAU’s drilling to date at the has defined a total resource 
of 605kOz at 1.4g/t Au from six deposits at the project (Lady Julie, Mt Jumbo, HN3, HN5, HN9 & Homeward Bound South).  
 
Figure 1 – Map of MAU tenements and various deposits across the project.  

 

Source: MAU 

Figure 2 – MAU Lady Julie and Hawk Nest Project total resources. 

 

Source: MAU 
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Lady Julie North 4 (LJN4) Recent Results 

 
Recent results indicate a significant discovery 
Drilling to date has defined economic mineralisation over a 750m strike length and at least 250m below surface. The majority of 
mineralisation is hosted within a single lode dipping 450 to the east with average true widths of 10-15m in the northern area. Recent 
drilling has also defined a high-grade shoot at the southern end of the deposit that strikes over 150m with an average gram metre 
tenor of +50gm (true thickness), with peak results of 355gm. This higher-grade shoot is associated with the development of 
additional lodes within the hanging wall stratigraphy which remain open at depth and along strike to the north. True widths of the 
high-grade shoot are significant, almost 50-60m. A selected highlight of recent results at LJN4 include: 
 

• 126m at 2.82 g/t Au • 34m at 5.05 g/t Au 
 

• 37m at 6.5 g/t Au 
 

• 85m at 1.6 g/t Au 
 

• 61m at 3.56 g/t Au 
 

• 67m at 1.8 g/t Au 
 

• 112m at 1.75 g/t Au 
 

• 42.1m at 2.84 g/t Au 
 

• 19m at 9.56 g/t Au • 21m at 5.37 g/t Au 
 

Figure 3 - Long Section of the LJN4 deposit showing completed and planned drilling. Mineralisation is plotted as true thickness gram-
metre plots.  

 

Source: MAU 
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Argonaut’s LJN4 Model & Inventory Estimate 

Argonaut LJN4 Inventory Estimate 
Argonaut has completed a 3D Leapfrog model for the LJN4 deposit incorporating all reported drilling by MAU as of 15th November. 
Argonauts models an LJN4 inventory of 10.3Mt at 2.34 g/t Au for 778Koz using 1.0 g/t Au cut off. Mineralisation is modelled within 
four lodes across the LJN4 deposit down to a depth of 270m below surface. It is important to note that Argonaut’s model only 
captures +1.0g/t intercepts which has been MAU’s cut-off grade for its ASX reporting. Therefore, Argonaut’s model does not capture 
mineralisation between 0.5-1g/t that would add additional ounces to our inventory estimate. 
 
MAU’s is actively drilling out the depth extents to LJN4 so we would expect a MRE update for LJN4 that exceeds our estimates once 
further drilling is completed. Once MAU has completed its current drill program, Argonaut expects MAU to eventually report a 
+1Moz resource for LJN4. The results of further drilling down plunge of the +50gm shoot are significant catalyst for the project. 
Extension of the high-grade shoot at depth gives potential for an underground resource at LJN4 that could deliver a MRE well above 
our initial 1Moz estimates.  
 
Figure 4 – Plan view LJN4 deposit with completed drilling and +1g/t Au intercepts 

 

Source: Argonaut Research 
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Figure 5 - Cross section of LJN4 with select significant intercepts label. MAU planned drilling in blue.  

 

Source: Argonaut Research 

Argonaut’s mining scenario for LJN4 is a single open pit operation with staged cut backs over a 7 year mining period. Given the 

deposits proximity to existing mills (Mt Morgan’s & Granny Smith), we consider the most likley development scenario is through 

these existing mills via toll treating or a project acqusition. Our mining scenario uses a A$2500/Oz pit optimisation that captures a 

mining inventory of 769Koz at a diluted mined grade of 2.24g/t Au (1.0g/t Au COG). Total material movement over the seven year 

period is 137Mt with a 11.8 waste:ore strip ratio. Our valuation model delivers a post tax NPV5 for LJN4 of A$426M under a toll 

treating scenario over 7 years.  

Figure 6 – 3D view looking northwest with Argonaut modelled LJN4 inventory and conceptual A$2500 pit shell.  

 

Source: Argonaut Research 



 

Financial Advisers | Stockbroking & Research | Special Situations Financing | Page 7 

LJN4 discovery drill out continues 
Three drill rigs are currently onsite at LJN4 to complete a 5,215m (15-hole) program testing down dip of extensions to mineralisation 
on aggressive 100-150m step outs. The full 750m strike length of the deposit will be tested but with a focus on depth extensions to a 
+100gm shoot at the southern end of LJN4. If MAU can replicate recent high tenor intercepts at depth, Argonaut anticipates a 
material MRE upgrade for LJN4 that will position LJN4 as one of the better undeveloped gold assets in the Leonora/Laverton region 
not owned by a producer. 
 

Figure 7 - 3D view looking southwest with MAU’s current drill program as blue traces. 

 

Source: Argonaut Research 

 

Key Project Risks: 

Access to a Processing Mill – Argonaut’s mining scenario assumes processing through a third-party mill. There is no guarantee MAU 
will be able to secure a toll-treating agreement. 
 
Argonauts Inventory Model and Exploration Results – Argonaut’s inventory model is derived from reported drill data but excludes 
key geology, survey, and density data. Argonaut cautions readers that it does not meet JORC Reporting standards and should not be 
interpreted as such.   
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Inportant Infomation 
The publishing analyst owns shares in Magnetic Resources (MAU). 
 
Information Disclosure 
Each research analyst of this material certifies that the views expressed in this research material accurately reflect the 
analyst's personal views about the subject securities and listed corporations. None of the listed corporations reviewed 
or any third party has provided or agreed to provide any compensation or other benefits in connection with this 
material to any of the analyst(s). 
 
Snapshot Research 
Valuation / Target Price:  The report may or may not contain a valuation / target price. 
Recommendation:  If there is a valuation / target price, there will be a recommendation.  In the absence of a valuation 
/ target price, there may or may not be a recommendation.  In all cases, where views / opinions are expressed, the 
analyst will have a reasonable basis for doing so. 
Coverage:  A Company is only considered formally covered when a recommendation has been provided. If coverage is 
to cease, this will be disclosed in a coverage update report within a suitable time period.   
Research frequency:  Commentary may be infrequent, ad hoc, and newsflow dependent. If the Company is not 
formally covered (i.e. there is no recommendation), the report may be a one-off. Recommendations and opinions 
should only be considered valid at the date of the report. 
Risk:  Where Snapshot Research is associated with a Company at an early stage of its life cycle, earnings / financial / 
funding risks should be considered high and investment speculative. 
 
For U.S. persons only 
This research report is a product of Argonaut Securities Pty Limited, which is the employer of the research analyst(s) 
who has prepared the research report. The research analyst(s) preparing the research report is/are resident outside the 
United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) 
is/are not subject to supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing 
requirements of FINRA or required to otherwise comply with U.S. rules or regulations regarding, among other things, 
communications with a subject company, public appearances and trading securities held by a research analyst account. 
This report is intended for distribution by Argonaut Securities Pty Limited only to "Major Institutional Investors" as 
defined by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof 
by U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a 
Major Institutional Investor as specified above, then it should not act upon this report and return the same to the sender. 
Further, this report may not be copied, duplicated and/or transmitted onward to any U.S. person, which is not the Major 
Institutional Investor. In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and 
interpretations thereof by the SEC in order to conduct certain business with Major Institutional Investors, Argonaut 
Securities Pty Limited has entered into an agreement with a U.S. registered broker-dealer, Marco Polo Securities Inc. 
("Marco Polo"). Transactions in securities discussed in this research report should be effected through Marco Polo or 
another U.S. registered broker dealer. 
 
General Disclosure and Disclaimer 
This research has been prepared by Argonaut Securities Pty Limited (ABN 72 108 330 650) (“ASPL”) for the use of the 
clients of ASPL and other related bodies corporate (the “Argonaut Group”) and must not be copied, either in whole or 
in part, or distributed to any other person. If you are not the intended recipient you must not use or disclose the 
information in this report in any way.  ASPL is a holder of an Australian Financial Services License No. 274099 and is a 
Market Participant of the Australian Stock Exchange Limited. 
 
Nothing in this report should be construed as personal financial product advice for the purposes of Section 766B of 
the Corporations Act 2001 (Cth). This report does not consider any of your objectives, financial situation or needs.  The 
report may contain general financial product advice and you should therefore consider the appropriateness of the 
advice having regard to your situation. We recommend you obtain financial, legal and taxation advice before making 
any financial investment decision.This research is based on information obtained from sources believed to be reliable 
and ASPL has made every effort to ensure the information in this report is accurate, but we do not make any 
representation or warranty that it is accurate, reliable, complete or up to date. The Argonaut Group accepts no 
obligation to correct or update the information or the opinions in it. Opinions expressed are subject to change without 
notice and accurately reflect the analyst(s)’ personal views at the time of writing.  No member of the Argonaut Group 
or its respective employees, agents or consultants accepts any liability whatsoever for any direct, indirect, 
consequential or other loss arising from any use of this research and/or further communication in relation to this 
research.Nothing in this research shall be construed as a solicitation to buy or sell any financial product, or to engage 
in or refrain from engaging in any transaction. The Argonaut Group and/or its associates, including ASPL, officers or 
employees may have interests in the financial products or a relationship with the issuer of the financial products 
referred to in this report by acting in various roles including as investment banker, underwriter or dealer, holder of 
principal positions, broker, director or adviser. Further, they may buy or sell those securities as principal or agent, and 
as such may effect transactions which are not consistent with the recommendations (if any) in this research.  The 
Argonaut Group and/or its associates, including ASPL, may receive fees, brokerage or commissions for acting in those 
capacities and the reader should assume that this is the case. 
 
There are risks involved in securities trading. The price of securities can and does fluctuate, and an individual security 
may even become valueless. International investors are reminded of the additional risks inherent in international 
investments, such as currency fluctuations and international stock market or economic conditions, which may adversely 
affect the value of the investment. 
 
The analyst(s) principally responsible for the preparation of this research may receive compensation based on ASPL’s 
overall revenues. 
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