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Zimtu Capital Corp. 
(TSXV: ZC/ Frankfurt: ZCT1) 
 
Trading at Just 0.21x Market Value of its Investments - Initiating 
Coverage  
 

BUY 
Current Price: C$0.22 
Fair Value: C$0.69 
Risk: 4  

Sector / Industry: Junior Mining/Technology                               Click here for more research on the company and to share your views 
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Price and Volume  
 

 

 
Company Data 

52 Week Range $0.10 - $0.29 

Shares O/S 16M 

Market Cap. C$3.5M 

Yield (forward) N/A 

P/E (forward) N/A 

          P/B 0.21x 

 
 

 
 
                                                                                 

 
 

 
                             See last page of this report for important disclosures, rating and risk definitions. All figures in C$ unless otherwise specified. 

Highlights 
➢ Zimtu Capital, based in Vancouver, Canada, is focused on creating, 

investing in, and growing junior resource/technology companies.  
➢ In addition to providing exposure to a diverse portfolio of early-stage 

junior resource companies, Zimtu offers investors a unique 
opportunity to participate in the value created during a public-
company building process. 

➢ Zimtu has funded and created several companies. Management has 
been operating in the space since the 1990’s. 

➢ At the end of Q1, the company’s investments (95% in publicly listed 
companies) were valued at $16M, implying that Zimtu’s shares are 
trading at just 0.21x of the value of its investments. We note that 
investment funds typically trade at 2.6x.   

➢ Investments increased in value by $6.9M in Q1 (quarter ended 
February 2021), and $4.3M in FY2020 (full-year). 

➢ The top six holdings currently account for 76% of the total portfolio.  
➢ We note that ZC is a high-beta stock as it is focused on early-stage 

juniors. ZC’s three-month, six-month, and one-year returns 
outperformed the TSXV, but longer-term returns were weaker. As we 
are expecting near-term catalysts for shares of all of its top six 
holdings, we are expecting ZC to outperform the TSXV this year.  

Risks 
➢ Junior exploration is a highly speculative industry.  
➢ The mining industry is cyclical; a slowdown in the resource 

sector will affect Zimtu's returns.  
➢ Fluctuations in commodity prices. 
➢ Concentration risk; the top six investments account for 76% of the total 

portfolio.  

 YTD 12M 

Ret. 22% 100% 

TSXV 8% 72% 

Sid Rajeev, B.Tech, MBA, CFA 
Head of Research 
 
Nina Rose Coderis, B.Sc (Geology) 
Equity Analyst 

          June 16, 2021 
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Company Overview 
Incorporated in 2006, Zimtu is focused on creating and investing in micro/small-
cap companies. Its main focus is on building resource exploration and technology 
companies from seed-level, identifying/acquiring promising early-stage mineral 
properties, and selling them to resource companies.  
 
Significant value is often created in a public company building process 
(property identification to IPO stage). Early-stage resource projects are 
typically purchased/sold for tens or hundreds of thousands of dollars. However, 
these same projects tend to trade at millions of dollars when they are incorporated 
in publicly listed companies with good management teams. This significant 
increase in value associated with the public company creation/building process, 
along with the upside potential of early-stage exploration projects, is what Zimtu 
tries to capture.  
 
The chart below shows the life cycle of a typical early-stage junior resource stock. 
Zimtu's strategy is to capture the value created during the public company 
building process (point A to B in the chart below), and the upside potential 
during discovery/exploration stages (point B to C) of resource projects. Most 
investors only have access to post-IPO stage investments (point B to C), and 
rarely have the opportunity to access the company building phase (point A to B), 
or pre-IPO phase.  
 

Life Cycle of Junior Resource Companies 

 
Source: Company 

 

Junior exploration/mining is a highly risky business. Very few exploration projects 
end up as operating mines, and/or get acquired. Zimtu's business model mitigates 
some of the sector-specific risks through the following ways: 
 

• As Zimtu works on multiple projects/deals at the same time, the company 

https://www.researchfrc.com/website/
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ZimtuAdvantage – 
Flagship Offering 

 
 
 
 
 
 
 

tends to hold a diversified portfolio of shares of junior resource companies 
(targeting different commodities), thereby reducing overall risk levels. 

• As the focus is on early-stage projects, Zimtu's initial capital investment is 
typically very low. This allows Zimtu to invest in multiple deals without any 
need to raise significant amounts of capital. As its portfolio grows, the 
probability of one or more properties being a success increases.  

 

Business Model 
Zimtu's wide network of contacts in the junior resource space enables it to 
connect companies with mineral properties of interest. Funds received from such 
services are usually reinvested in companies, offering Zimtu equity exposure to its 
transactions/services. Zimtu also generates about $1.5-$2M in annual revenues 
for providing advisory, administration, consulting, and marketing services to 
investee companies.   
 
Zimtu has a long operating history in the resource sector. Management has been 
operating in the space since the 1990s. The company’s two key strategies are 
listed below:  
 
1. Company Creation and Project Generation - Acquire promising properties 
and setup companies with an ultimate goal of taking them public, or selling them 
at attractive valuations. Zimtu usually follows the following steps: 
 
1) Identify and acquire/option early-stage projects with potential.  
2) Install an experienced management team. 
3) Provide technical, financial, and administration expertise. 
4) Assisting management to advance projects, and/or provide corporate finance 

expertise to take the company public.  
 
2. “Hands-on” Consulting and Marketing Services - Zimtu typically takes a 
more active hands-on approach to its investments, and provides 
technical/financial/office administration/marketing expertise to investee 
companies. Among its services, Zimtu’s marketing program (ZimtuADVANTAGE) 
is its flagship offering, which includes the following key services: 
 

• Assisting companies with building financial and business networks primarily 
in North America and Europe 

• Shared office space and office administration  

• Conference opportunities  

• Digital marketing, including email and social media campaigns, online events, 
blog posts, and ads 

• Through Rockstone Research (a third-party research firm) and other media 
outlets, Zimtu also publishes research reports on all of its equity holdings to 
provide additional market exposure to investee companies, and give 
investors a deeper understanding of each company. 

https://www.researchfrc.com/website/
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Marketing Services 

 
Source: Company 

 
Through ZimtuADVANTAGE, the company generates recurring revenues 
from its investee companies, with potential to generate capital gains, if and 
when the share prices of investee companies increases in value.  
 

Current Holdings 
The table below shows the company's current holdings. We note that the portfolio 
is diversified across target commodities and geographical focus.  
 

https://www.researchfrc.com/website/
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Zimtu also holds 
shares in several 

private companies 
 
 
 
 
 
 

 

 

Source: Company 
 

Investments in private companies were valued at $0.82M in the company’s Q1-
FY2021 financial statements. We note that, typically, book values do not capture 

https://www.researchfrc.com/website/
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any upside potential. Zimtu recently assisted three companies with going public – 
1) Aduro Clean Technologies (CSE: ACT/MCAP: $26M), 2) Core Assets (CSE: 
CC/MCAP: $5M), and 3) Saville Resources (TSXV: SRE/MCAP: $4M). Zimtu’s 
investments in these three companies are currently valued at $2.9M, which is 
significantly higher than their original investment (book value). 
 
The following table shows ZC’s historical returns vs the benchmark (TSXV). We 
note that ZC is a high-beta stock as it is focused on early-stage juniors. 
 

 
Source: Yahoo Finance / FRC 

 
In the following section, we highlight key aspects of a few of Zimtu’s top holdings.  
 
1. Zinc8 Energy Solutions Inc. (CSE: ZAIR/MCAP - $72M)  
Zinc8 has developed, and is currently in the process of validating, and 
commercializing, a cost-effective long duration battery technology that uses zinc 
and air as fuel (Zinc-Air Flow Battery). Approximately $72M has been spent on 
the technology since 2002. This technology has 21 U.S. patents, and three 
pending applications. The following image summarizes the Zinc-Air Flow Battery 
technology.  
 

 
Source: ZAIR 

https://www.researchfrc.com/website/
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Growing stationary 
storage market 

 
 
 
 
 
 
 
 
 

 
Source: ZAIR 

 
The Zinc-Air Flow Battery is targeting stationary/ long-duration storage 
applications.  
 

Addressible Markets 
   US$42B by 2030 (globally)               US$350B in the U.S.             US$11.4T by 2050 (globally)  

 
Source: ZAIR 

 
According to Lux Research, the global stationary storage market is expected to 
grow from US$9.1B in 2019, to US$111.8 billion by 2035, reflecting a CAGR of 
17%.  
 

Global Stationary Storage Market Size (2019 – 2035) 

 
Source: Lux Research 

https://www.researchfrc.com/website/
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Source: ZAIR 

 

2. Commerce Resources Corp. (TSXV: CCE/MCAP: $24M) 
CCE is developing its Ashram Rare Earth and Flourspar deposit in Quebec. 
The deposit holds all of the primary feed for permanent magnets, which is the 
largest market for rare earth elements.  
 

2012 Resource Estimate 

➢ Measured: 1.6 Mt averaging 1.77% REO and 3.8% F (7.7%CaF2) 

➢ Indicated: 27.7 Mt averaging 1.90% REO and 2.9% F (5.9%CaF2) 

➢ Inferred: 219.8 Mt averaging 1.88% REO and 2.2% F (4.5%CaF2) 

High Percentage of Feed for Magnets  

 
Source: Commerce Resources 

 
A Preliminary Economic Assessment (PEA) showed robust economics based on 
a 4,000 tonne per day open-pit operation, with a 25-year mine life. The PEA 
returned a pre-tax NPV10% of $2.32B, and a pre-tax IRR of 44%, with a pre-tax 
payback period of just 2.25 years. The initial CAPEX estimate is $763M. 
 
CCE also owns the Blue River Tantalum and Niobium project located in B.C. 
This project hosts a carbonatite deposit. A PEA was completed in 2011, and a 

https://www.researchfrc.com/website/
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resource update was completed in 2015.  
 

 
Source: Commerce Resources 

 
CCE is almost entirely focused on completing a PFS on the Ashram deposit, 
which we believe will be the next major catalyst for CCE’s shares.  

 
3. Arctic Star Exploration Corp. (TSXV: ADD/MCAP: $24M) 
ADD is a diamond explorer. The company’s senior management and advisors 
have been involved in the discovery of the Diavik diamond mine in Canada (one 
of the largest diamond mines in the country), and the Grib diamond mine in 
Russia (one of the largest diamond mines in the world). 
 
ADD’s Diagras property (flagship asset) is located next to the producing 
Diavik and Ekati diamond mine projects. 13 kimberlites were discovered by 
DeBeers in the 1990s. A recent exploration program resulted in the discovery of 
five new kimberlites.  
 

Project Location 

 
Source: Arctic Star 

 
ADD also holds the Timantti diamond project in Finland, which is located in the 

https://www.researchfrc.com/website/


Equity Research 
Page 10 of 15 

 
 

©2021 Fundamental Research Corp.            “17+ Years of Bringing Undiscovered Investment Opportunities to the Forefront”           www.researchfrc.com                                                                                                               

 

 
 
 
 
 
 
 
 

 
 

Two promising 
prospects 10 km 

apart 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 

same geological belt of rock as the Grib diamond mine. Management is focused 
on advancing exploration at Diagras, and delineating a maiden resource estimate.   
 
4. Core Assets Corp. (CSE: CC/MCAP: $6M) 
Core is focused on the Blue property in B.C., which consist of two high-grade 
prospects located 10 km apart: Laverdiere (skaryn/porphyry) and Silver Lime 
(carbonate replacement). The prospects lie within the prolific Atlin Mining District.  
 
➢ At Laverdiere, 15 of 18 grab samples returned copper values of 1.25% to 

8.36%. Drilling has returned 0.27% Cu over 173.2 m from surface, 1.60% Cu 
from 173.2 to 179.2 m, 1.40% Cu from 186.2 to 194.0 m.  

➢ Silver Lime has never been drilled, but sampling has returned 2.2 meters of 3.3 
g/t Au, 85 oz/t Ag, 0.15% Cu, 2.5% Pb and 3.32% Zn. 

 
A VTEM geophysical survey covering >2,000 line kms is set to start this month. A 
drill program is planned later in the year. Management is testing the potential 
for a high-grade district scale polymetallic discovery. The project is fully permitted 
for drilling.  
 
5. Emerita Resources Corp. (TSXV: EMO/MCAP: $134M) 
Emerita is a zinc explorer with multiple projects in Spain. Its Plaza Norte project is 
immediately adjacent to the high-grade zinc/lead Reocin mine. EMO is also in the 
process of staking/obtaining exploration concessions for the Aznalcollar (historic 
producer) and Paymogo (IBW) deposits, both located in the Iberian Pyrite Belt 
(IPB) - one the most productive VMS terranes in the world.  
 

 
Source: Emerita Resources 
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Aznalcollar - Historic Resource 

 
IBW – Historic Resource 

 
Source: Emerita Resources  

 
Eric Sprott recently invested $3M in Emerita. The company is planning a drill 
program to complete a maiden NI43-101 resource estimate at IBW.  
 

Management and Directors 
 

 
Source: Management Information Circular 

 
Brief biographies of the management team, as provided by the company, follow:  
 
David Hodge, President and Director  
Mr. David Hodge, President and Director of Zimtu Capital Corp. has an extensive 
background in business that includes over 25 years of experience in the 
management and financing of publicly-traded companies. Mr. Hodge has been a 
director of mineral exploration companies since 1996, and currently also serves 
on the board of Commerce Resources Corp. Mr. Hodge’s strengths lie in 
leadership and imaginative direction. His success has been founded on a belief in 
team building, consultation and strong leadership, as well as a willingness to 
incorporate expert advice into a viable working enterprise. 
 
Sean Charland, Director 
Mr. Sean Charland is a seasoned communications professional with experience in 
raising capital and marketing resource exploration companies. His network of 
contacts within the financial community extends across North America and 
Europe. Mr. Charland also serves as a Director of Maple Gold Mines Ltd., Arctic 
Star Exploration Corp., Eyecarrot Innovations Corp. and Alpha Lithium. 
 
Chris Grove, Director  
Christopher Grove has significant contacts within the financial communities in 

https://www.researchfrc.com/website/
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North America and Europe, and considerable experience with publicly traded 
companies. Mr. Grove is also President of Commerce Resources Corp., an 
exploration and development company with a particular focus on deposits of rare 
earth elements and rare metals. 
 
Kevin Bottomley, Director  
Kevin Bottomley is an accomplished capital markets advisor with a key focus on 
public venture capital. He is the founder of Corvidian Capital Inc. and is the CEO 
of King's Bay Resources Corp. Kevin has been instrumental in raising over 
$100M for early to mid stage ventures and has a strong network of global 
investors spanning from North America to Europe & Asia. Kevin also serves as a 
Director to Genix Pharmaceuticals Corp. 
 
Our net rating on the company’s management team is 3.9 out of 5.0 (see 
below). 

  
Strength of Board 

 
Source: FRC 
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Financials  
 

 
Source: FRC / Company 

 
Stock options and Warrants: The company has 2.86M options (weighted 
average exercise price of $0.26), and 0.71M warrants ($0.20) outstanding. 2.01 M 
options and all of the warrants are in-the-money ($0.59M). 

 

Valuation  
 

 
Source: FRC / S&P Capital IQ  

 
Considering Zimtu’s micro-cap status, we are applying a 75% discount to the 
sector average P/B for conservatism. Based on a discounted P/B of 0.65x, we are 
assigning a fair value estimate of $0.69 per share on Zimtu. We are initiating 
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coverage with a BUY rating. Note that our fair value is conservative as it only 
reflects 65% of the market value of its investments. We are expecting near-term 
catalysts for shares of all of its top holdings.  
 

Risks 
We believe Zimtu is exposed to the following key risks: 
 
➢ Exploration and development risks.  
➢ Zimtu’s value is highly dependent on the overall health of the junior resource 

industry. A slowdown in the resource sector will affect Zimtu's returns. 
➢ Investments are exposed to commodity price fluctuations.  
➢ Concentrated portfolio – Zimtu’s top six investments represent 76% of the net 

asset value of its investment portfolio. 
 
We are assigning a risk rating of 4.  

https://www.researchfrc.com/website/
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Fundamental Research Corp.  Equity Rating Scale: 
Buy – Annual expected rate of return exceeds 12% or the expected return is commensurate with risk 
Hold – Annual expected rate of return is between 5% and 12% 
Sell – Annual expected rate of return is below 5% or the expected return is not commensurate with risk 
Suspended or Rating N/A— Coverage and ratings suspended until more information can be obtained from the company regarding recent events. 
 
Fundamental Research Corp.  Risk Rating Scale: 
1 (Low Risk) - The company operates in an industry where it has a strong position (for example a monopoly, high market share etc.) or operates in a regulated 
industry.  The future outlook is stable or positive for the industry.  The company generates positive free cash flow and has a history of profitability.  The capital 
structure is conservative with little or no debt. 
 
2 (Below Average Risk) - The company operates in an industry where the fundamentals and outlook are positive.  The industry and company are relatively less 
sensitive to systematic risk than companies with a Risk Rating of 3.  The company has a history of profitability and has demonstrated its ability to generate positive 
free cash flows (though current free cash flow may be negative due to capital investment).  The company’s capital structure is conservative with little to modest use 
of debt. 
  
3 (Average Risk) - The company operates in an industry that has average sensitivity to systematic risk.  The industry may be cyclical.  Profits and cash flow are 
sensitive to economic factors although the company has demonstrated its ability to generate positive earnings and cash flow.  Debt use is in line with industry 
averages, and coverage ratios are sufficient. 
 
4 (Speculative) - The company has little or no history of generating earnings or cash flow.  Debt use is higher.  These companies may be in start-up mode or in a 
turnaround situation.  These companies should be considered speculative. 
 
5 (Highly Speculative) - The company has no history of generating earnings or cash flow.  They may operate in a new industry with new, and unproven products.  
Products may be at the development stage, testing, or seeking regulatory approval.  These companies may run into liquidity issues and may rely on external 
funding.  These stocks are considered highly speculative. 
 
Disclaimers and Disclosure 
The opinions expressed in this report are the true opinions of the analyst about this company and industry.   Any “forward looking statements” are our best 
estimates and opinions based upon information that is publicly available and that we believe to be correct, but we have not independently verified with respect to 
truth or correctness.   There is no guarantee that our forecasts will materialize.   Actual results will likely vary.   The analyst and Fundamental Research Corp.  
“FRC” does not own any shares of the subject company, does not make a market or offer shares for sale of the subject company, and does not have any 
investment banking business with the subject company. Fees were paid by ZC, ZAIR, ADD, XIM, IMCX, and FG to FRC. The purpose of the fee is to subsidize the 
high costs of research and monitoring.   FRC takes steps to ensure independence including setting fees in advance and utilizing analysts who must abide by CFA 
Institute Code of Ethics and Standards of Professional Conduct.   Additionally, analysts may not trade in any security under coverage.  Our full editorial control of all 
research, timing of release of the reports, and release of liability for negative reports are protected contractually.  To further ensure independence, ZC, ZAIR, ADD, 
XIM, IMCX, and FG have agreed to a minimum coverage term including an initial report and three updates.   
 
The distribution of FRC’s ratings are as follows:  BUY (68%), HOLD (7%), SELL / SUSPEND (25%). 
To subscribe for real-time access to research, visit https://www.researchfrc.com/website/subscribe/ for subscription options. 
 
This report contains "forward looking" statements.   Forward-looking statements regarding the Company and/or stock’s performance inherently involve risks and 
uncertainties that could cause actual results to differ from such forward-looking statements.  Factors that would cause or contribute to such differences include, but 
are not limited to, continued acceptance of the Company's products/services in the marketplace; acceptance in the marketplace of the Company's new product 
lines/services; competitive factors; new product/service introductions by others; technological changes; dependence on suppliers; systematic market risks and other 
risks discussed in the Company's periodic report filings, including interim reports, annual reports, and annual information forms filed with the various securities 
regulators.  By making these forward-looking statements, Fundamental Research Corp.  and the analyst/author of this report undertakes no obligation to update 
these statements for revisions or changes after the date of this report.   A report initiating coverage will most often be updated quarterly while a report issuing a 
rating may have no further or less frequent updates because the subject company is likely to be in earlier stages where nothing material may occur quarter to 
quarter.    
Fundamental Research Corp DOES NOT MAKE ANY WARRANTIES, EXPRESSED OR IMPLIED, AS TO RESULTS TO BE OBTAINED FROM USING THIS 
INFORMATION AND MAKES NO EXPRESS OR IMPLIED WARRANTIES OR FITNESS FOR A PARTICULAR USE.   ANYONE USING THIS REPORT ASSUMES 
FULL RESPONSIBILITY FOR WHATEVER RESULTS THEY OBTAIN FROM WHATEVER USE THE INFORMATION WAS PUT TO.    ALWAYS TALK TO YOUR 
FINANCIAL ADVISOR BEFORE YOU INVEST.   WHETHER A STOCK SHOULD BE INCLUDED IN A PORTFOLIO DEPENDS ON ONE’S RISK TOLERANCE, 
OBJECTIVES, SITUATION, RETURN ON OTHER ASSETS, ETC.   ONLY YOUR INVESTMENT ADVISOR WHO KNOWS YOUR UNIQUE CIRCUMSTANCES 
CAN MAKE A PROPER RECOMMENDATION AS TO THE MERIT OF ANY PARTICULAR SECURITY FOR INCLUSION IN YOUR PORTFOLIO.    This REPORT 
is solely for informative purposes and is not a solicitation or an offer to buy or sell any security.  It is not intended as being a complete description of the company, 
industry, securities or developments referred to in the material.  Any forecasts contained in this report were independently prepared unless otherwise stated and 
HAVE NOT BEEN endorsed by the Management of the company which is the subject of this report.  Additional information is available upon request.   THIS 
REPORT IS COPYRIGHT.   YOU MAY NOT REDISTRIBUTE THIS REPORT WITHOUT OUR PERMISSION.   Please give proper credit, including citing 
Fundamental Research Corp and/or the analyst, when quoting information from this report. 
 
The information contained in this report is intended to be viewed only in jurisdictions where it may be legally viewed and is not intended for use by any person or 
entity in any jurisdiction where such use would be contrary to local regulations or which would require any registration requirement within such jurisdiction. 
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