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My last blog of 2015! I know it has been a while. It has been a busy 
time trying to start up a new private zinc company (G11) in the worst 
of times and the best of times.  I have waffled a lot about zinc during 
2015 so it seems apt that I end the year with my prognostication on 
the metal.  I might even have an opportunity here for the contrary 
investor to pedal on a counter cycle contraption. A New Year 
resolution among others will be to write a mining investment letter. 
It would be researching opportunities in the rare atmosphere of the 
zinc space. It could expand into the ether of the wider metal space 
beyond and particularly the golden dawn.
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am calling the bottom of 
this cycle in zinc now. Even 
petrified investors cannot 

ignore the confluence of zinc market 
fundamentals in 2016. Here are some 
snippets collected by the Magpie for 
you to digest with your fowl over the 
festive season. Just a warning that 
the Magpie is selective and is a most 
biased observer. It particularly likes 
things that are shiny and sparkle in the 
gloom.

The Lisheen Mine here in Ireland is 
now closed which was once the 11th 
largest in the zinc mine in the world. 
The giant Century Mine in Australia has 
finally shipped its last zinc concentrate. 
This much heralded closure was long 
awaited by the little boy who called 
“wolf”.

Is the first Swallow on the horizon? After 
the darkening solstice there are signs 
of summer. Are Chinese zinc smelters 
are getting generous for Christmas?  I 
do not think so.  Treatment charges in 
China plunged to $150 – $160 in recent 
weeks. Quality zinc projects within two 
years of production are as common as 
unicorns. When will we see the impact 
on zinc spot prices?  The zinc spot price 
recently plumbed a six year low at 68c/
lb. The zinc price was 58c/lb when I 
visited Poland in October 2008. Not to 
forage for mushrooms in the shedding 
forests but to prospect for zinc north 
of Krakow.

Already there are only about 20 days 
of global zinc supply in London Metal 
Exchange (LME) and other bonded 
warehouses. If you add off-warrant 
stocks then Macquarie estimates the 
total is about 1.7 million tonnes of 
refined metal. This is just six weeks of 
global demand. The tipping point of 
three to four weeks is not far away.

It takes years from discovery to mine 
production. There are only weeks 
of refined zinc in storage. Not much 
inventory when you also factor in the 
significant loss of mine supply lost to 
the refiners. This must result in a price 
surge. I am convinced this will happen 
in 2016.

Last time this happened the zinc price 
went through the roof. However it 
was in the context of ever increasing 
Chinese demand. Some called it the 
super-cycle and happy days for miners. 
In fact the view was that miners 
would live happy ever after. China is 
the biggest producer and consumer 
(45% of global supply) of zinc.  It is 
hard to know what is going on there 
and indeed what numbers you can 
trust. But China recently announced 
smelter cuts of around 500,000 tonnes 
of zinc production. If supply constricts 
to zinc smelters furnaces can cool 
and reheating takes time. Smelters 
need at least one month of inventory 
because you just do not turn on and 
off a base metal furnace. When there 
is plenty the smelter will squeeze the 
miner and increase treatment charges. 
When supply of zinc concentrates are 
in short supply a smelter will lower 
TC’s to compete. This is the canary in 
a coalmine.

China’s growth rate will be lower in 
the future but from a much bigger 
expanded base. Will it just stop 
galvanizing steel, building cars and 
manufacturing white goods? Global 
car sales gained 5.8 per cent year-on-
year in November.

Glencore recently cut 500,000 tonnes 
of zinc in concentrate production 
from its Australian mines. Thousands 

of trained miners and engineers all 
gone in a puff. Glencore needs a zinc 
price of $2,500 per tonne ($1.13/
lb) to bring these mines back on line. 
Bringing it all back on line always 
takes longer than planned.  Maybe 
you have to hire a detective agency 
to find your old mining team.  There 
is retraining involved if you can get 
your staff back. You have to service 
your mining equipment and plant. 
Gear needs to go back underground 
and workplace checks completed. 
Maybe three months if you manage to 
find and rehire most of your staff. Six 
months if your need to hire new staff 
and train them. This timeframe is just 
to get restarted and who knows how 
long to reach targets again.

The zinc price is not an incentive 
anymore for geologists to explore. That 
is even if they could raise finance for 
such an endeavour. Zinc mine revenues 
are sinking fast at these prices. TC 
smelter charges cannot fall below a 
certain base-level without damaging 
smelter economics. To maintain global 
mine output we need higher prices. 
But the horse has already bolted.

Leslie Waddington was arguably the 
most influential modern art dealer in 
post war Britain. He said that he built 
his success on stockpiling. You hoarded 
an artist “until suddenly everyone 
wants it”. Sir John Templeton was 
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one of the fathers of the hedge fund 
industry. He once said that you would 
never make money in the stock market 
doing what everyone else was doing. 
You had to dare to be different to find 
value. Buy quality and then be patient 
while you wait for the rest of the world 
to catch up.

Remember that grade is king.  
Forgetting this is why we have so 
many crap gold projects from which 
to choose.  Happy Christmas everyone 
and let’s look forward to a 2016 as the 
Year of Zinc if that does not get you too 
excited. Thank you to all who managed 
to reach the last line in 2015 long after 
every nerve and sinew was spent. 

Irus Services Include:

- High-level strategic advice

- Practical guidance and assistance 
on project sourcing, acquisition and 
implementation

- Rapid identification of key project 
value-drivers and potential fatal flaws.
- Capacity building and coordination of  
external consultants.

- Design and targeting of effective 
marketing campaigns 

John is now moving more from 
managing public companies to 
freelance consultancy and a more 
advisory role so as to concentrate 
increasingly on assisting management 
in effective exploration and discovery. 
He is MD of his own Exploration 
Management and Geological 
Consultancy - Irus Consulting Ltd.

Click here to download John’s 
Statement of Qualifications as a PDF

Click here to download John’s CV as a 
PDF

Click here to read more

www.irusconsulting.com

About John P. Barry

A widely travelled and highly experienced 
economic geologist, John Barry is a 
confidential counsellor to the likely 
investor contemplating a considerable 
investment in the intricate business of 
mining metals. Don‘t take a flyer and 
trust altogether in luck and invest your 
money in an exploration or mining project 
on the strength of a printed prospectus 
or the advice of an interested friend 
without the preliminary investigation 
and site visit of a reliable geologist with 
a basic grasp of commerical reality.  Irus 
Consulting provides  strategic and practical 
management advice and guidance  to its 
clients.  Time is a precious commodity 
for my clients, and indeed myself, as it 
relentlessly ebbs away and so I  try as 
best I can to avoid the mediocre - those 
projects and their champions which do not 
engender enthusiastic belief and passion. 
I would like to think that I have shown the 
tenacity, patience and focus required to 
implement many of my better ideas over 
the years and that I have learned valuable 
lessons from some failures. I believe one 
of my strengths is in communicating quite 
complex technical ideas in a concrete 
way that can be easily understood. I am a 
team- builder and motivator by projecting 
my enthusiasm and vision for a project. 
I am committed to the development of 
young geologists through supportive 
delegation. John is now moving more from 
managing public companies to freelance 
consultancy and a more advisory role so 
as to concentrate increasingly on assisting 
management in effective exploration 
and discovery. He is Managing Director 
of his own Exploration Management and 
Geological Consultancy: Irus Consulting 
Ltd. Please visit www.irusconsulting.com 
for more information and free newsletter 
registration. 
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Disclaimer:

This blog contains the personal opinion 
of the author.  It is not and should not 
be construed as an offer to sell or the so-
licitation of an offer to purchase or sub-
scribe for any investment.

John Barry the author is a geologist 
and not a financial advisor.  He is the 
author of the blogs and articles on this 
website at www.irusconsulting.com and 
has based his articles on information 
obtained from sources he believes to 
be reliable but which have not been in-
dependently verified.

John Barry makes no guarantee, rep-
resentation or warranty and accepts no 
responsibility or liability as to its accur-
acy or completeness.  Expressions of 
opinion are those of John Barry only and 
are subject to change without notice.  
John Barry assumes no warranty, liability 
or guarantee for the current relevance, 
correctness or completeness of any in-
formation provided within this Report 
and will not be held liable for the con-
sequence of reliance upon any opinion 
or statement contained herein or any 
omission.

Furthermore, I, John Barry, assume no 
liability for any direct or indirect loss or 
damage or, in particular, for loss, which 
you may incur as a result of the use and 
existence of the information provided 
within the blogs or letters or articles on 
this website – www.irusconsulting.com.

Before investing in any securities, you 
should consult with your financial ad-
visor and a registered broker-dealer. 
Never make an investment based solely 
on what you read in an online or printed 
report, including Irus Consulting’s blogs, 
especially if the investment involves a 
small, thinly-traded company that is not 
well known.

Please read Rockstone Research’s full 
disclaimer here. 

All statements on this website and in 
research reports published under the 
label Rockstone Research, other than 
statements of historical fact should be 
considered forward-looking statements. 
Much of the website content and its re-
search reports are comprised of state-
ments of projection. Such statements 
involve known and unknown risks, un-
certainties and other factors that may 
cause actual results or events to differ 
materially from those anticipated in 
these forward-looking statements. 

Lastly, Rockstone and the authors do not 
guarantee that any of the commodities, 
prices, capital markets, and companies 
mentioned in the reports will perform 
as expected, and any comparisons that 
were made to other companies may not 
be valid or come into effect. Unless dis-
closed otherwise, pictures used in this 
article are sourced from www.shutter-
stock.com and the public domain.

About Rockstone Research

Rockstone is a research house 
specialized in the analysis and 
valuation of capital markets and 
publicly listed companies. The focus 
is set on exploration, development, 
and production of resource deposits. 
Through the publication of general 
geological basic knowledge, the 
individual research reports receive a 
background in order for the reader 
to be inspired to conduct further due 
diligence. All research from our house 
is being made accessible to private and 
institutional investors free of charge, 
whereas it is always to be construed 
as non-binding educational research 
and is addressed solely to a readership 
that is knowledgeable about the risks, 
experienced with stock markets, and 
acting on one’s own responsibility. 

The vision of Rockstone is to provide 
a contribution to the continuing 
education of private, professional and 
institutional stock market investors 
with focus on exploration and mining. 
Especially in the stock market segment 
resource stocks, the knowledge of 
all market participants is not even 
approximately the same, since not 
only the published company reports 
typically require at least a substantiated 
basis to expert knowledge about 
geology, exploration, geophysics, 
geochemistry and engineering to 
appraise correctly by trend the 
future of a exploration and/or mining 
project. Additionally, the trained part 
of professional market participants 
are typically specialized on micro- and 
macro-economic analysis as per their 
degrees in business administration 
and economics.

For more information and sign-up for 
free newsletter, please visit: 
www.rockstone-research.com

Research  | There‘s Something in the Air

http://rockstone-research.com/index.php/en/s_article/218
www.rockstone-research.com

