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Opportune timing 

Site works commenced at Posse, first sale anticipated in March: 

Crusader Resources (CAS) has commenced site works at its 100% owned Posse Iron Ore 

project, located in the “Iron Quadrilateral”, Brazil. This follows the grant of a License to 

Operate (LOP) by the Minas Gerais state environmental council in late 2012. 

First sale is anticipated in March. 

 

Impact: Positive 

The current license allows a production rate of 300ktpa through dry beneficiation and is 

renewable in September 2013. The Company is understood to be concurrently 

progressing the full license (1.0Mtpa). 

Posse contains an Indicated and Inferred Resource of 36Mt @ 43.5% Fe.  

The operation is particularly attractive in the early stages due to the presence of high 

grade lump DSO products, low strip ratio (0.15:1), ease of digging (free dig) as well as 

easy beneficiation (dry only), resulting in low costs (~$12/t mined). 

Given the number of smelting operations within trucking distance in the “Iron 

Quadrilateral”, the products could potentially be sold to local smelters at the mine gate. 

CAS has signed several non-binding sales agreement with nearby smelters. 

Construction of an access road, additional office facilities and a weigh bridge are required 

for sales to commence. The process plant is fully constructed and commissioned. 

 

View: Positive 

The auspicious timing to enter production (buoyant spot iron ore price) and the high 

margin anticipated at Posse could contribute significant cash flow to CAS. The Company 

is anticipating post-tax margins of up to $1m pm. 

The BFS and licensing on Borborema is also advancing in parallel, and Argonaut 

anticipates news in the current Q. 

With the availability of capital tightening, stocks attempting to transition from exploration 

into development have been harshly treated by the market. Whilst acknowledging CAS' 

development plans require a capital injection in 2013, Argonaut notes the stock offers 

several broad advantages over competitors clamouring for funding - Gold, political 

stability, excellent infrastructure, scale, de-risked metallurgical recoveries, rigourous 

technical work and regional exploration upside from >100km of prospective strike to be 

investigated. CAS benefits from Brazil’s cheaper labour force and electricity costs due to 

an abundance of hydro power. 

 

Recommendation: Spec Buy 

Spec Buy and $1.65 valuation maintained. 
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Current Price:
Valuation: $1.65

Ticker: CAS

Sector: Materials

Shares on Issue (m):

Market Cap ($m): 52.6

Cash ($m): 8.4

Enterprise Value ($m): 44.1

52 wk High/Low: $1.02 $0.34

12m Av Daily Vol (m):

Directors:

David Archer Non-Executive Chairman

Rob Smakman Managing Director

Paul Stephen Executive Director

Justin Evans Non-Executive Director

David Netherway Non-Executive Director

Substantial Shareholders:

Dundee Corporation 14.6%

Directors 10.0%

Copulos Group 8.2%

Northcape 7.3%
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Opportune timing 

Crusader Resources (CAS) has commenced site works at its 100% owned Posse Iron Ore 
project, located in the “Iron Quadrilateral”, Brazil. This follows the grant of a License to 
Operate (LOP) by the Minas Gerais state environmental council in late 2012. 

The current license allows a production rate of 300ktpa through dry beneficiation and is 
renewable in September 2013. The Company is understood to be concurrently progressing the 
full license (1.0Mtpa). 

Posse contains an Indicated and Inferred Resource of 36Mt @ 43.5% Fe.  

Figure 1: site works commenced at Posse 

 

Source: CAS 

The operation is particularly attractive in the early stages due to the presence of high grade 
lump DSO products, low strip ratio (0.15:1), ease of digging (free dig) as well as easy 
beneficiation (dry only), resulting in low costs (~$12/t mined). 

Given the number of smelting operations within trucking distance in the “Iron Quadrilateral”, 
the products could potentially be sold to local smelters at the mine gate. 

Construction of an access road, additional office facilities and a weigh bridge are required for 
sales to commence. The process plant is fully constructed and commissioned. 

Figure 2: Posse site layout 

 

Source: CAS 

The auspicious timing to enter production (buoyant spot iron ore price) and the high margin 
anticipated at Posse could contribute significant cash flow to CAS. The Company is anticipating 
post-tax margins of up to $1m pm. 
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Important Disclosure 

Argonaut has acted as corporate adviser to CAS in the past and received fees commensurate with 

that service. 

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). 

General Disclosure and Disclaimer 

This research has been prepared by Argonaut Securities Pty Limited (ABN 72 108 330 650) (“ASPL”) 

or by Argonaut Securities (Asia) Limited (“ASAL”) for the use of the clients of ASPL, ASAL 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. 

ASAL has a licence (AXO 052) to Deal and Advise in Securities and Advise on Corporate Finance in 

Hong Kong with its activities regulated by the Securities and Futures Ordinance (“SFO”) 

administered by the Securities and Futures Commission (“SFC”) of Hong Kong.  

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 and 

ASAL have 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, ASAL, 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 and ASAL, 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 and / or ASAL’s overall revenues. 

Hong Kong Distribution Disclosure 

This material is being distributed in Hong Kong by Argonaut Securities (Asia) Limited which is 

licensed (AXO 052) and regulated by the Hong Kong Securities and Futures Commission. Further 
information on any of the securities mentioned in this material may be obtained on request, and for 

this purpose, persons in the Hong Kong office should be contacted at Argonaut Securities (Asia) 

Limited of Unit 701, 7/F, Henley Building, 5 Queen’s Road Central, Hong Kong, telephone (852) 

3557 48000. 
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