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New Nickel Explorer in Top-Tier Location 
Putting Runs on the Board  
Cannon Resources (CNR) is the 100% owner of two large, highly 
prospective nickel exploration projects located northeast of Kalgoorlie 
in Western Australia: Fisher East and Collurabbie. The company’s 
primary aims are to increase its resource and establish a clear pathway 
for development following an aggressive drilling program, amidst a 
backdrop of positive demand and supply fundamentals for nickel (Ni).  

CNR’s exploration results have successfully demonstrated its focus in 
targeting high-grade Class 1 nickel sulphides. The company so far holds 
a combined JORC Resource of 125.6 Kt contained Ni at five separate 
deposits within the two projects. CNR has grown this resource by 49% 
since the August 2021 IPO at an economic discovery cost of A$127/t.  

Optimising a Resource with Significant Scale and 
Strategic Geographic Advantage 
Both projects have been explored before but remain unexploited, along 
the breadth of each resource belt and at depth. The significant new Ni 
region is quickly becoming recognised as having major scale and 
potential, with a strategic advantage given its proximity to well-known 
Ni deposits in WA (Mt Keith, Leinster, Cosmos). This provides CNR with 
optionality around producing Ni concentrate onsite, at nearby existing 
processing plants, or a combination of both. WA is known as a tier-1 
jurisdiction for mineral exploration and development projects. 

Leveraging Recent Success at Fisher East 
CNR’s focus has been on Fisher East: it is defining massive to semi-
massive and disseminated sulphide mineralisation at average grades of 
1.4–2.8% Ni. Two prospects where drilling has been concentrated, 
Musket and Sabre, are still highly prospective. Musket has showcased 
massive sulphide grades of 10–20% Ni and disseminated sulphide of 1–
5% Ni. Sabre has showcased massive sulphide grades up to 7–9% Ni.  

The total Fisher East resource (including Musket and Sabre) stands at 
6.4Mt @ 1.8% Ni for 116.3 Kt contained Ni. CNR’s ongoing drilling 
program will build off this significant deposit knowledge to continue 
testing the extents of the resource. All four deposits at Fisher East along 
the strike zone remain open laterally, internally and down plunge at 
depth. We think the current drill program of testing highly prospective 
extensions to the resource could significantly enlarge the resource. 

Nickel: A Vital Component in Electric Vehicles (EVs) 
An electrifying automotive market should see Ni demand surge. Ni for 
cathode materials in lithium-ion batteries will become the major end-
use market for Class 1 Ni sulphides (e.g. Fisher East and Collurabbie). EV market volumes are skyrocketing and Ni usage 
intensity is rising as the energy density and life of batteries are improved. Major new projects for Class 1 battery-grade 
Ni will be needed to meet increased demand. 

Valuation: Upside to both Size and Value of Resource   
Our valuation for CNR is $0.91 per share fully diluted, based on an EV/resource multiple calculated from similar trading 
peers and previous transactions. We assume a capital injection in 1HFY23. Risks include drilling outcomes, capex 
funding to continue drilling, and cost inflation. 

 
The primary assets of Cannon Resources Limited 
(CNR) are a 100% interest in the flagship Fisher 
East Nickel Project and the Collurabbie Nickel 
Project. Both are located approximately 430km 
north of Kalgoorlie in Western Australia. The 
projects represent tier-one exploration and 
development opportunities, with initial focus on 
expanding the asset base.  
https://cannonres.com.au/  

 

Stock ASX: CNR 

Price A$0.31 

Market cap A$26m 

Valuation (per share) $0.91 
 

Next steps 

1HFY23: Further exploration results –  
Sabre and Musket 

 

1HFY23: Resource update  
 

CNR share price (A$) – 1 year 
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Exhibit 1 – CNR company summary, year-end 30 June  

 
Source: CNR, MST Access estimates. 
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Investment Thesis: First Mover in New Tier-One Nickel Region 
Cannon Resources (CNR) is a dedicated nickel (Ni) exploration and development company. The company owns 100% 
of its project assets based in Fisher East and Collurabbie in the North Eastern Goldfields, approximately 400km north-
east of Kalgoorlie. Together these projects provide approximately 40–60km in strike. These cornerstone resource 
projects are located in a tier-one jurisdiction for mining exploration and development, nearby existing Ni operations 
(BHP – Nickel West, Mt Keith and Leinster; IGO – Cosmos) in Western Australia (WA). 

CNR has the opportunity to be the first to develop resources in the significant new Ni region of Fisher East, which is 
quickly becoming recognised as a resource with significant scale and potential. The company is primarily focused on 
aggressively growing its resource through a targeted exploration strategy. 

To date, CNR has established resources of 125.6 Kt contained Ni with an average grade above 1.0% (JORC). Most of 
the resource (more than 92% at 116.3 Kt of Ni) is held within Fisher East, with the remainder at Collurabbie.   

Exhibit 2 – Geographical location of CNR’s 100%-owned projects in WA  

  

 

 % 
stake 

Resource 
(Kt of Ni) 

Average 
grade (Ni) 

Fisher East 100% 116.3 
(indicated 
+ inferred) 

1.8% 

Collurabbie 100% 9.3  
(inferred) 

1.63% 

 

 

Source: CNR. 

Company Strategy: Growing the Resource Base and Paving the Way to Development  
CNR’s primary aim is to increase the resource base and establish a clear pathway for development following an 
aggressive drilling program, amidst a backdrop of positive demand and supply fundamentals for Ni. The company 
has a strong track record of success and execution, having already increased the size of the resource by 49% at Fisher 
East since its August 2021 IPO. Building on this success, along with a reinterpretation of existing data from previous 
drilling activities, CNR is well positioned to exploit the potential for further discoveries of new Ni and base metal 
mineralisation within all resources at Fisher East and Collurabbie. 

Upside scenario involving resource size of 200 Kt Ni in our view 

Longer term, we believe a reasonable resource target size for CNR is at least 200 Kt Ni. This is based on our view that 
further infill and extensional drilling will likely lead to more growth in the resource base, particularly given the 
success of the first two drilling programs since the IPO last year. Conceptually, if CNR were to reach this target and 
assuming a 50–60% reserve grade rate of conversion from inferred to measured resource, CNR could expect to hold 
mineable Ni of approximately 100–120 Kt. At this resource size and assuming a production rate of 10 Kt p.a., the 
potential mine life would likely be at least 10 years.  
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Importantly, the resource at Fisher East shows mineralisation close to the surface, which provides easier access to 
shallow mineralisation early in future mining plans.  

Planned timeline: infill drilling, studies to lead to final investment decision 

More infill drilling over the next two years with smaller drill intervals at current prospects is needed to get to the stage 
of ‘indicated’ and ‘measured’ resource. Following this, CNR will be well positioned to undertake a scoping study next 
year before a feasibility study in 2024, followed by a final investment decision. The study will investigate economic 
resources and reserves across the projects, suitable mining methods (underground), and milling and processing 
options (including on-site processing, toll treatment of ore or a combination of both). 

Drilling programs: strong record of drilling success likely to aid further expansion 

CNR’s primary Ni asset at Fisher East contains four prospects (the Musket, Sabre, Camelwood and Cannonball 
deposits), all comprising massive and disseminated nickel sulphide mineralisation, totalling 116.3 Kt of Ni to date.  

Following CNR’s IPO in August 2021, a significant diamond drilling program of 7,500m was undertaken, aimed at the 
two most attractive opportunities and under-drilled prospects in Musket and Sabre. These successful drilling 
activities led to an increased Ni resource at Musket to 45.4 Kt from 32 Kt and a maiden resource at Sabre of 24.5 Kt. 

Further diamond drilling has occurred in 2022, with 6,500m of a planned 7,500–8,000m program now completed. 
While CNR has conducted further drilling at Musket and Camelwood, most of the current program has been focused 
on Sabre. This has allowed the company to comprehensively drill test the extent of the full channel above 300m at 
Sabre given the positive results received early in this year’s drill program. Completion of these activities at Sabre will 
likely position CNR well to provide an updated resource, following the earlier maiden resource milestone. 

Nickel Market: Set to Benefit from Decarbonisation – Nickel Is Vital to EVs  
The push for automotive electrification as part of the broad decarbonisation thematic should provide dramatic Ni 
demand upside, due to its use in cathode materials for lithium-ion batteries. Not only is the EV market seeing rapid 
volume growth, but also Ni is being used at a higher intensity to boost energy density and extend the life of batteries.  

Valuation – A$0.91/share (vs current market price of $A0.31/ share) 
Our valuation for CNR is $A0.91 per share, fully diluted. Using the EV/Resource methodology, our valuation 
incorporates a base case scenario that: 

• CNR’s Mineral Resource Estimate (MRE) will remain at 125.6 Kt of contained nickel 
• EV/resource multiple of 817 A$/Ni T based on an average between trading peer multiples and transaction data for 

projects categorised as advanced exploration 
• Share count of 126.3m taking into account option and performance shares, as well as a further capital raise which 

we view as likely in order for CNR to continue its drilling activities.  
 

Key risks include exploration successes or misses from the current and future drill programs (impacting resource size 
updates and rates of resource conversion to higher categories), financing risks, commodity price volatility (primarily 
nickel), operational risks, cost escalation (for example, drilling cost reductions or hikes incurred to continue with 
expanding the resource) and government support.  

Offsetting these risks is the track record of strong success achieved by the company from its targeted drilling 
activities, the proximity to processing infrastructure, a skilled management team and the favourable geopolitical 
location. 

Potential Near-Term Catalysts and Timing 
• Ongoing: exploration success (both projects); resource growth; funding of work program; Ni price increases 
• 2023: scoping study 
• 2023/2024: conversion of resources to indicated category (allows ore reserve estimate) 
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Recent Events 
• 2021: capital raises (August: $6m raised through IPO; October: $4m raised through a private placement)  
• 2022: April – drilling results and expansion of resource including a 49% increase in resource size (from Musket and 

Sabre) since the IPO in August 2021 

Financials: Further Exploration, Scoping Study Lie Ahead – Funding Will Be Needed 
At 31 May 2022, CNR reported A$4.7m cash at bank. The strong investment taking place to facilitate drilling at Musket 
and Sabre at Fisher East has incurred an average cash burn of $400–$500k/month. The budgeted drill program is 
expected to inform a resource update over the next few months, ahead of requiring further funds for continued 
drilling and a scoping study in 2023. Given the successful drilling track record to date, the quality of CNR’s Ni assets 
and its relative valuation vs. other similar Ni projects in WA, we do not see this as a significant hurdle. 
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Company Overview: Emerging Nickel Explorer and Producer  

Company History: From 2021 IPO to Today’s Ongoing Drilling Successes 

Nickel assets spun off in 2021 from Rox Resources 

CNR’s portfolio of exploration assets (predominantly nickel sulphide resources) was previously held by listed 
company Rox Resources (ASX: RXL) prior to CNR’s IPO in August 2021. Rox first discovered the Ni resources at Fisher 
East, while Collurabbie was first discovered by WMC Resources (then transferred to BHP). By demerging CNR, Rox 
successfully listed a separate public entity that could contain its portfolio of non-gold exploration assets, to maximise 
the value of the Fisher East and Collurabbie Ni projects through a comprehensive appraisal program.  

August 2021 IPO raises $6m 

Rox shareholders were given priority to participate in the CNR IPO taking up 1 new CNR share for every 78.18 Rox 
shares held at an issue price of $0.20/share, up to a total of 30m CNR shares.  

The CNR IPO raised a total of $6m, with 75m shares on issue. CNR commenced trading on 12 August 2021.  

Further $4m capital raise followed early drilling success 

Following early exploration success at Fisher East, particularly within the Musket and Sabre prospects, CNR was well 
positioned to capitalise on market buying and support by raising a further $4m to continue investing in exploration 
activities. The company issued 10m new shares at a price of $0.40/share (a 9% discount to the last closing price on 18 
October 2021, but a 16% premium to the VWAP since the IPO). This funding has allowed CNR to continue its strong 
drilling momentum with ongoing positive results, especially at Musket and more recently at Sabre: the resource size 
has already increased by 49% since listing less than a year ago. Further positive results from Sabre are likely to 
increase the overall resource size again in the short term. 

Next Steps: Strategic Forward Timeline to Final Investment Decision 
CNR’s medium-term goals involve converting the inferred resource into an indicated and measured Ni resource, 
before commencing a scoping study and a formal feasibility study, both of which will precede a final mining 
investment decision (see Exhibit 3).  

Exhibit 3 – CNR’s strategic plan and future milestones  

 
Source: CNR. 
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The Asset Base: Advantages from Geology and Geography 

Geological context: CNR project mineralisation predominantly sulphide 

Ni falls into two distinct ore types: laterites (oxides) or magmatic sulphide deposits. The Ni mineralisation at CNR’s 
projects is predominantly sulphide. 

Sulphides are typically found at depth and therefore are generally underground mines, whereas laterites are typically 
near surface and therefore generally open-pit mines. Laterites are further sub-classified according to their weathering 
profile (wet, tropical or dry), which is a key determinant of grade; and mineralogical complexity, which can determine 
critical factors such as metallurgical recovery and processing costs.  

Historically, sulphide deposits have been preferred for Ni production due to the variability in laterite ores. Sulphide 
deposits are typically higher grade and more efficient to process. On the other hand, laterite ores experience 
characteristic weathering in development and have relatively complex metallurgy compared to sulphides.  

Over time the discovery of new sulphide resources has slowed, leading to an increased reliance on laterite deposits 
for future Ni supply. Overall, the sulphide mineralisation of CNR’s asset base represents a geological advantage for 
the company.  

Geographical location provides strategic options for production 

CNR’s well-positioned resource base has a strategic geographic advantage, given its proximity to Mt Keith, Cosmos 
and Leinster in WA (see Exhibit 4). The asset base is within trucking distance of significant Ni mines operated by BHP 
and IGO. This will give the company a choice of pursuing either (or a combination of both) of the following options: 

• Option 1: produce Ni concentrate on site 
• Option 2: toll treat ore at nearby concentrators at Leinster, Mt Keith (BHP) or Cosmos (where IGO is currently 

building a concentrator) 
• Option 3: a combination of Options 1 and 2. 

Exhibit 4 – CNR’s 100%-owned projects are adjacent (less than 200km) to other well-known Ni assets in WA 

 
Source: CNR, MST Access. 
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These options each have advantages and disadvantages, as shown in the table below. 

 

Option Advantages Disadvantages 

Option 1: build and 
operate full mine and 
processing plant to 
produce Ni concentrate 
on site 

CNR would have more control of its own 
destiny, as there would be a larger pool of 
potential customers and greater flexibility 
around the delivery of product 

Likely to deliver better economic return for a 
long-life operation 

CNR could manage resources more efficiently by 
having control over the processing of ore 
available, rather than being dependent on the 
available capacity and timing at an external site  

Potentially more returns on processed 
concentrate sold directly to end buyers 

Higher capital costs 

Project timeline more exposed to 
availability and cost fluctuations in 
construction labour, long lead items 
and operating workforce 

Increased risks: delays, capex 
increases, commissioning and 
ramp-up risk 

Option 2: toll treat ore at 
nearby concentrators  

Lower up-front capital cost as only requires 
mine development 

Faster to market 

Can provide early cash flow for further resource 
expansions and eventual development of 
processing plant 

Lowers risks associated with current capital, 
labour and operating cost pressures 

Reduced technical/metallurgical risk in 
processing with established facilities 

Subject to tolling company’s 
timetable and ore demand 
requirements 

Potentially lower returns on ore 
compared to concentrate that is 
sold to direct buyers 

Fewer options on where to send 
mined Ni ore vs Ni concentrate 
offtake 
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Cornerstone Project – Fisher East: Significant Scale and Potential 
The Fisher East resource is located 430km north of Kalgoorlie in the North-Eastern Goldfields region. The project 
consists of 11 granted exploration licences covering 330 sq km. Within this area, CNR has four nickel sulphide 
deposits currently in focus: Musket, Sabre, Camelwood and Cannonball.  

The prospects are typically Archean komatiite-associated deposits having affinities with Kambalda-style Type 1 
contact ores. All comprise massive and disseminated nickel sulphide mineralisation, with a current resource size 
totalling 116.3 Kt of Ni. 

To date, the company’s drilling program has achieved positive results. In 2021, between the August IPO and year-end, 
CNR increased its Ni resource by 49% after further mineral discoveries at Musket and Sabre.  

The immediate priority for further drilling involves targeted expansion of the Musket and Sabre deposits, which 
should help further confirm the scale and significance of CNR’s resource base. Importantly, all deposits hold 
mineralisation near the surface, are expandable and remain open at depth. Further expansion of the resource has the 
potential to position CNR’s assets in the top bracket of undeveloped high-grade Ni areas in Australia. 

Exhibit 5 – CNR Fisher East project portfolio with grade and resource size  

 

 
Source: CNR, MST Access. 

Initial Drilling Program – Defining the Targets  
CNR’s initial drilling program at Fisher East post IPO last year was substantial, completing 7,500m of diamond drilling. 
The program targeted the two most attractive exploration opportunities to date (Musket and Sabre), as well as some 
initial drilling at Camelwood.  

Initial drilling at Musket: resource up 44% 

At Musket, CNR reinterpreted pre-existing drill data that originated from exploration activities previously undertaken 
by Rox Resources pre-IPO. CNR’s reinterpretation concluded that a steeper and more vertical plunge was possible, 
with drilling designed to test this theory. These expectations met with success with positive drill results from last year 
leading to a 44% increase in the Musket resource to 2.4Mt @ 1.9% Ni for 45.5Kt contained Ni. This included an 
increase in both tonnage and grade from previous estimates of 1.9 Mt @ 1.0% Ni for 31.6 Kt contained Ni. 

Initial drilling at Sabre: maiden resource established 

Previous exploration activities in the Sabre prospect showed drill spacing of approximately 160m. By undertaking 
infill drilling to reduce the spacing to 80–100m, CNR was able to better understand the prospect’s mineralisation 
endowment, potential high-grade trends and overall plunge orientation which define the channel at Sabre. The 
drilling also allowed CNR to calculate a maiden resource for Sabre of 1.8 Mt @ 1.4% Ni for 24.5 Kt of contained Ni.  

Deposit Category Tonnes (Mt) Grade Ni % Contained Ni Metal (Kt)
Indicated 0.9 2.1 19.0
Inferred 1.5 1.8 26.4

Total 2.4 1.9 45.5
Inferred 1.8 1.4 24.5

Total 1.8 1.4 24.5
Indicated 1.7 2.0 34.0
Inferred 0.3 1.5 5.0

Total 2.0 2.0 39.0
Indicated 0.2 2.9 7.0
Inferred 0.0 1.9 0.3

Total 0.3 2.8 7.3
Indicated 2.8 2.1 60.0
Inferred 3.6 1.6 56.2

Total 6.4 1.8 116.3

Fisher East

Camelwood

Cannonball

Musket

Sabre

Total
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Exhibit 6 – All four Fisher East prospects located on the same ore-position contact and open laterally and at depth 

 

Source: CNR, MST Access. 

Air core (AC) and reverse circulation (RC) drilling programs 

While the initial diamond drilling program was underway late last year, CNR commenced a 138-hole combined AC  
and RC drilling program (see Exhibit 7). This focused on the ore-position basal komatiite contact at Fisher East along a 
12 km section including Musket, Cutlass, Sabre, Tomahawk and Horatio. The results of the program, received in 
January 2022, defined strong palladium and platinum (Pd and Pt) anomalies above the basement mineralisation at 
Musket, Sabre and other regional targets including Horatio. The results included peak Pd + Pt assays near the surface 
of: 

• 4m @ 142 ppb Pd + Pt over Musket 
• 4m @ 685 ppb Pd + Pt over Sabre  
• 4m @ 505 ppb Pd + Pt over Horatio.  

Exhibit 7 – CNR Fisher East project local geology and mineralisation map 

 
Source: CNR, MST Access. 
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Exploration Program Leads to High-Grade Discoveries of Massive Sulphide 
The surface drilling results, together with last year’s diamond drilling results and an updated geological 
interpretation conducted by CNR, allowed the company to delineate the most prospective zones and focus its current 
drilling program to test high-grade zones within the mineralisation envelopes at Musket and Sabre, while also drill-
testing anomalous areas outside the main resources. Mobilisation of a diamond rig took place in late March 2022 to 
commence a second drilling campaign (over 8,000m compared to 7,500m in the first program) at Musket and Sabre.  

The strategy of the second program still underway has involved drill-testing of the following three prospects: 

• Sabre: completely test the full extent of the channels across the 700m strike zone, staying above 300m in depth. 
Successful results received during the program, particularly along the northern margin, have meant more priority 
has been given to focusing drill efforts at Sabre than first envisaged. There remains potential to drill extension 
holes below 300m given the channels remain open below at depth.  

• Musket: infill drilling areas within the channel margin that remain undrilled above 600m in depth, with further 
potential to extend drilling at depth down the plunge as well.  

• Camelwood: two drill holes to better understand the extent of the resource margins and plunge orientation.  

Over the past three months, the exploration and drilling program has successfully completed 20 holes at Fisher East 
(15 at Sabre; 3 at Musket; 2 at Camelwood) covering approximately 6,500m, out of a planned 8,000m, with drilling 
ongoing. Channels (Kambalda-style komatiite) have been drilled individually up to 600m in depth, with Sabre and 
Cannonball drilled to a maximum depth of 300m.  

The program has successfully discovered massive to semi-massive and disseminated sulphide mineralisation at all 
three deposits drilled. We expect another resource update following the completion of the program at Sabre, which 
will likely be around August this year. 

Musket Prospect – Leading the Pack 
Musket is CNR’s most significant prospect, given its size (450m in width and more than 600m in depth) and 
prospectivity with the resource open down-plunge and internally, and massive sulphide grades that are typically on 
the higher end of the scale. 

Analysis of the drilling results from Musket show that mineralisation has a high Ni grade, with drilling results so far 
showing disseminated sulphide in the 1–5% Ni range and massive sulphide in the 10–20% Ni range, which is 
significant and double the grade for the same unit of massive sulphide when compared to the other prospects 
including Sabre. The bulk of the resource is disseminated sulphide mineral style with high tenor Ni sulphide 
deportment in a komatiite host. 

Early results created strong momentum 

Immediately following the IPO, CNR commenced the initial drill program with planned drilling of 4,000m. This was 
quickly extended after successful results were obtained on the first three holes at Musket (MFED083, MFED084 and 
MFED088), which all highlighted significant zones of high-grade nickel sulphides and extended the mineralisation by a 
further 100m down plunge.  

The drilling program, completed in December 2021, eventually covered more than 7,500m. A further three diamond 
holes at Musket (MFED095W1, MFED095 and MFED089) confirmed mineralisation down another 130m at depth. The 
mineralisation beyond pre-existing limits confirmed CNR’s initial expectations and provided further potential for 
more resource expansion down and across the channel. 

Importantly, these 2021 results led to a resource expansion at Musket to 2.4 Mt @ 1.9% Ni for 45.5 Kt Ni, with a cut-off 
grade of 0.9%. This was a 44% increase in tonnage and grade over the previous estimate of 1.9 Mt @ 1.7% Ni for 
31.6 Kt contained Ni. 
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Exhibit 8 – Historical and CNR drilling results; 2022 indicated and inferred resource areas (previous 2015 mineral 
resource outlined) 

 
Source: CNR, MST Access. 

Exhibit 9 – Musket diamond drilling assay results  

 

 
Source: CNR, MST Access. 
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Defining more targets through updated surveys  

In the December quarter last year, a down-hole electromagnetic (DHEM) survey study was undertaken to analyse 
completed holes that had been drilled (MFED084, MFED088 and MFED089).1 The new data was overlaid with DHEM 
survey data from previous exploration activity in the Musket prospect. Findings confirmed and extended anomalies 
along the northern channel margin at Musket and the subsequent plate models (highlighted in Exhibit 10 by the 
yellow rectangles with black outlines) were found to be consistent with existing geological interpretation. Results 
further informed a targeted program to undertake drilling (shown by red circles) for new mineralisation along the 
northern edge of the Musket channel.  

Executing drilling targets at Musket 
The current drill program underway at Musket is focused on infilling the light blue areas between the three light pink 
channels, as highlighted by the red drill circle targets. All drill hole targets exist outside the current resource. Three 
have been completed so far with assay results forthcoming. These drill targets should help with resource expansion 
and provide a better understanding of the high-grade zones within the prospect. Importantly, Musket remains open 
down plunge at depth, as well as laterally and along the northern channel margin.  

For reference, the light pink area shows inferred resource with drilling density of 80-100m, while the orange area 
denotes indicated resource with drilling density around 40–50m. Further infill drilling will be required in the light pink 
areas to narrow the drill internals and generate an indicated resource calculation.  

Going in deep 
CNR also plans to drill deep holes at Musket to test the down-plunge channel extension between 600m to 1,000m. If 
mineralisation extends to this depth in the Musket channel, this could potentially be very significant for CNR and its 
exploration program, given the likely scale of mineralisation this would demonstrate.   

 
1 The DHEM drilling technique is proficient in direct detection of conductive sulphide deposits, in which large conductivity 
contrasts exist between the mineralisation and country/host rocks or thin overburden cover. The survey is based on responses of 
the ground to the propagation of EM fields composed of an alternating electric intensity and magnetising force.  
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Exhibit 10 – Red circles denote planned drilling; DHEM plates shown in black outlined rectangles 

 
Source: CNR, MST Access. 

PGE and other base metal discoveries at Musket 
A comprehensive program of resampling for platinum group elements (PGE) from relevant holes has also been 
undertaken. The analysis highlighted a PGE content estimate at Musket of 2.4Mt @ 0.5 g/t (Pd + Pt) within the 
resource, leading to 38.5k oz (JORC 2012 compliant). 

Diamond drilling in MFED095 further intersected a zone of chalcopyrite – quartz stringer veins around 570–610m 
below the surface. A 0.45m interval with frequent veining was sampled with the results highlighting significant copper 
and silver values of 4.23% Cu and 161.1g/t Ag. 

Exhibit 11 – Other base metal drilling results 

 
Source: CNR, MST Access. 
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Sabre Prospect – Signs of Untapped Potential  
Sabre is located approximately 6km south of Musket and is a large separate channelised Kambalda (hosted in talc-
carbonate altered komatiite) style deposit on the same geological contact as CNR’s other three deposits at Fisher 
East.  

Mineralisation at Sabre is similar in style to Musket, with disseminated, semi-massive and massive sulphide. However, 
Sabre has less Ni tenor with massive sulphide grades up to 7–9% Ni, compared to Musket’s 10–20% Ni tenor grades. 

The 700m-wide channel at Sabre is plunging at a shallower angle than Musket and there remains further extension 
potential at depth with down plunge vectors remaining open. The area has been partially drilled to a maximum depth 
of 300m with drill spacing largely at 80m–100m.  

Drilling conducted by CNR at Sabre so far has led to strong results. Following the initial drilling program executed last 
year, CNR announced a maiden resource at Sabre on 5 April 2022 of 1.8 Mt @ 1.4% Ni for 24.5 Kt. 

Exhibit 12 – Sabre drilling program with green denoting 2022 program and orange denoting 2021 program 

 
Source: CNR, MST Access. 

Doubling down on Sabre 

Following the maiden resource discovery at Sabre and the results from the AC drilling program, CNR formed the view 
that Sabre remained under-drilled with strong potential for resource expansion and higher-grade discovery, 
especially within the channel margins. More specific factors for prioritising further exploration at Sabre included: 

• geochemistry findings signalled wide channel at over 700m of strike and with the extensional channel margins 
completely undrilled 

• the latest data indicated that the channel plunged to the north (with the best estimate at 56 degrees to the north)  
• a high-intensity PGE anomaly in the near surface profile suggested that high-grade mineralisation may be 

present and yet to be discovered at Sabre.  

Most of the drill holes undertaken since the start of the second drilling program at the end of March 2022 have 
occurred at Sabre, with the primary focus on discovery of high-grade mineralisation on the channel margins. 
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In Exhibit 13, the areas shown in light blue with red circles denote drilling targets with high potential of additional 
mineralisation, according to CNR. Recently, all four drill holes on the northern margin have struck high-grade massive 
nickel sulphide.  

Exhibit 13 – Sabre prospect showing mineralised intercepts of latest drilling on the northern channel margin 

 
Source: CNR, MST Access. 

 

Strong results from initial extension targets 
Exhibit 14 – Sabre drilling assay results  

 
Source: CNR, MST Access. 
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MFED103 successfully intersected high-grade Ni with rich massive sulphide, with a total interval of 5.70m @ 2.62% Ni 
from 192m. This included a massive sulphide zone of 1.10m @ 7.63% Ni and 1.61 g/t (Pd + Pt) from 194m, which was 
the largest intersect of massive sulphide ever found on any prospect at Fisher East at the time including areas 
previously drilled by Rox Resources (involving approximately 100 holes).  
 
MFED105 was drilled approximately 90m below and down-plunge of MFED103. Assay results revealed an overall 
mineralisation interval grading of 2.36m @ 2.3% Ni including 0.45m @ 5.9 Ni for the massive nickel sulphide interval.  
 
MFED117 was drilled 190m below and down-plunge of previously drilled hole MFED103. The depth of the drill hole for 
MFED117 at 300m was the greatest undertaken so far at Sabre. Assay results revealed an overall mineralisation 
interval grading of 5.7m @ 4.5% Ni from 310m including 3.7m @ 6.0% Ni for the massive nickel sulphide interval. 
Grades of 5–6% Ni for massive sulphides are typical for Kambalda-style mineralisation at other WA locations.  
The massive sulphide intervals also returned PGE assays of 1.2 g/t with an average of 5.7m @ 1.0 g/t (Pd + Pt). 
 

MFED118 was drilled approximately 60m above and up-plunge of previously drilled hole MFED103. Assay results 
revealed an overall mineralisation interval grading of 8.3m @ 2.7% Ni from 133m including 2.8m at 5.2% Ni for the 
massive nickel sulphide interval. Given the sulphide minerals remain intact with minimal oxidation in the hole, CNR 
believes the drilling activity is still some distance below the oxidation zone. The massive sulphide intervals also 
returned PGE assays of 0.8 g/t with an average of 8.3m @0.4 g/t (Pd + Pt). 

Sabre in context 
MFED117 and MFED118 both represent the thickest intervals of massive nickel sulphides intersected so far at the 
Fisher East project. Either on their own would be a very positive outcome, but combined the signal is even stronger. 
Further infill drilling will be undertaken to determine the lateral width and plunge depth of the high-grade channel 
margin.  

The extensional targets at Sabre now confirm a massive nickel sulphide zone along the northern channel margin at 
Sabre of at least 250m in plunge extent, which remains open laterally both above and below existing drill holes. 
Importantly, this new zone is outside the current Sabre resource, with the mineralisation envelope now extending 
80–150m north of the existing resource limits.  

The high-grade results along the northern margin may also suggest the area is structurally related. According to CNR, 
if that is the case, this may suggest there is structural repetition of the mineralisation (thickening) which warrants 
further attention and investigation.  

Importantly, CNR’s predictive model to date has been accurate and consistent in obtaining further high-grade results. 
The outcome was another successful strike of substantial mineralisation in an undrilled area, demonstrating the 
company’s ability to effectively target potential high-grade Ni zones.  

Next steps at Sabre 
The current drilling program to 300m at Sabre will be completed in the very near term with the goal of further 
increasing the resource base and grade, with expected timing around August 2022. The infill drilling still underway 
will better define the lateral width and plunge extent of high-grade mineralisation at the northern margin of the 
channel.  

CNR is also focused on demonstrating that the mineralisation is continuous at least to a depth of 600m, which would 
add significant scale to the system by potentially doubling the resource available. The style and scale of the 
mineralisation intersected to date increases CNR’s confidence that mineralisation continues to this depth and 
beyond. 
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Camelwood Prospect 
Camelwood is another sizeable prospective system located at Fisher East. Further drilling in this area is likely to 
follow completion of the program at Sabre. According to CNR, there is higher uncertainty around the interpretation of 
survey and drill results to date, which has meant the prospect has been a lower priority for immediate exploration 
and resource expansion compared to Musket and Sabre. Despite this, there remains strong merit in exploring 
Camelwood more completely after Musket and Sabre, as confirmed by strong results received so far. 

Assay results from current drill program 

Assay results have been positive, and the prospect currently has a resource estimate of 2.0 Mt @2.0% Ni for 39.0 Kt Ni 
(1.0% cutoff). Two diamond holes, MFED090 and MFED094, have intersected both massive and disseminated nickel 
sulphides at the basal komatiite, providing extensions to Ni mineralisation in the prospect: 

• 4.67m @ 2.31% from 434.33m in hole MFED090. 
• 0.71m @ 3.26% Ni from 728.85m in hole MFED094.  

Exhibit 15 – Camelwood diamond drilling assay results 

 
Source: CNR, MST Access. 

Historical surveys and future drill targeting 

CNR’s choices of locations for drill targets have been informed by down-hole electromagnetic (DHEM) surveys 
conducted on various pre-existing drill holes at Camelwood. All surveys highlighted anomalous bedrock conductors, 
signalling strong mineralisation. These results have been combined with historical drilling surveys to identify two EM 
plates (purple squares) identified in Exhibit 16: 

• a northern structural plunge  
• a parallel southern primary channel plunge.  

The current EM plates coincide with the interpreted southern plunge of the primary mineralisation at Camelwood. 
They indicate that strong mineralisation may exist along the southern margin beyond the existing drilled limits at 
Camelwood. This area, including MFED090, will be in focus for continued drilling, given the potential prospectivity of 
the southern Camelwood resource margin, and the fact there has been minimal drilling in these areas to date. It is 
feasible that the two trends form part of one large southern plunge.  

Both MFED090 and MFED094, completed by CNR as part of the 2021 drilling program, have now extended 
mineralisation a further 80–100m beyond the existing resource. Overall, most drilling to date has occurred in the sub-
500m zone, with the deepest hole at 600m in vertical depth. Similar to Musket and Sabre, the interpreted primary 
mineralisation trend pointing down to the south remains open at depth. All CNR drilling, including the 2021 and 2022 
programs, remains outside of the current Camelwood resource. 
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Exhibit 16 – Latest drilling and EM plate models which incorporates existing survey data 

 
Source: CNR, MST Access. 

Cannonball Prospect 
Mineralisation at Cannonball is variable, with zones of stringer and disseminated nickel sulphides over thicknesses of 
1–5m. Prior to CNR’s acquisition of the project, 21 reverse circulation percussion holes covering 3,600m of drilling and 
10 diamond drill holes covering 3,566m were completed by Rox Resources. Drilling depth has reached a maximum of 
approximately 300m below the surface. Assay results to date highlight: 

• 5.3m at 2.7% Ni in MFED057 
• 4.5m @ 2.3% Ni in MFED066 
• 5.0m @ 2.1% Ni in MFEC085 
• 5.0m @ 2.3% Ni in MFEC049 
• 7.0m @ 3.3% Ni in MFEC082. 

  



Text 
 

  
Page 20 

  

Page 20 

Collurabbie Project: Strong Potential – Sits Behind Fisher East 
CNR’s Collurabbie project is located 430km northeast of Kalgoorlie and about 65km east of the Fisher East project, 
within the North-Eastern Goldfields region. Collurabbie is made up of three granted exploration licences covering 147 
sq km, with prospective Ni-enriched zones from Troy all the way down to Rhodes East, as highlighted in Exhibit 17. 
CNR tenure over the project holds a strike extent of over 15km of prospective geology.  

While Collurabbie is less advanced than Fisher East, the project holds significant value in its own right. The area has 
seen extensive Ni exploration activity undertaken by WMC Resources (then subsequently BHP) and then Falcon 
Minerals, with existing drill holes highlighting strong Ni mineralisation spanning the entire prospective strike within 
CNR’s tenements. A Ni-Cu-Co-PGE resource has been delineated at Olympia, held within an ultramafic sill. The total 
Mineral Resource (JORC) estimate stands at 0.573Mt at 1.63% Ni for 9.3 Kt, 1.19% Cu, 0.082% Co, 1.49g/t Pd and 0.85 
g/t Pt.  

Ni mineralisation is intrusive magmatic style (compared to the extrusive Kambalda style at Fisher East) and is made 
up of massive and disseminated nickel sulphide within ultramafic sills. Further anomalous Ni-Cu-Co-PGE historical 
drill intercepts exist within the sills with most yet to be fully tested. Anomalous gold and VMS-style mineralisation 
have also been intersected with further investigation required to determine the extent of gold exploration potential. 

Exhibit 17 – Geological summary for Collurabbie  

 
Source: CNR, MST Access. 

CNR has undertaken its own geophysical review of the data available for the area under tenor at Collurabbie. The 
reprocessing of data has led to new drill targets, with a drill rig to be mobilised on site in the coming months. 
Exploration activities and potential resource expansion is expected over the next 12–18 months.   
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Nickel Mining in WA: An Established World-Class Nickel Province  
All of CNR’s Ni assets are located in Western Australia (WA), where Ni has been mined since the late 1960s. Australia 
has one of the largest holdings of economic Ni resources in the world with approximately 25% of global resources.  

Transparent and Clear Regulation 
Mining regulation in WA is well established and transparent. Once approved, mining tenure is secure. Approval 
processes can be complex and take time, environmental obligations are quite strict, and Native Title requirements 
need to be strictly adhered to, but all processes are well understood by the mining industry. Australia’s ranking in the 
World Bank’s ‘Ease of Doing Business Index’ is 14, putting it comfortably in the top quartile. 

An Important Global Nickel Province 
Ni is commonly present in two principal ore types – sulphide and laterite ores. Australia has significant sulphide and 
laterite Ni resources, with some of the world's largest deposits of both – predominantly in WA, which holds about 90% 
of the country’s economic Ni resources. Sulphide ores (about 40% of known Ni resources) are made up of compounds 
of sulphur chemically bound to a metal and are typically derived from volcanic or hydrothermal processes. Laterite 
ores (about 60% of known Ni resources) are formed near the surface following extensive weathering and occur 
abundantly in tropical climates around the equator or around regions of central WA or southern Africa.  

CNR’s projects hold Ni sulphide mineralisation consisting of both high-grade massive sulphide and high-grade 
disseminated deposits. Massive sulphide mineralisation consist almost entirely of sulphide minerals. Disseminated 
sulphide mineralisation consist of clots or patches of sulphides minerals with the host rock.  It is important to note 
that the sulphide mineral accumulations at all nickel deposits consist of both nickel bearing and non-nickel bearing 
sulphide minerals. One of the primary controls on nickel grade is the relative abundance of nickel bearing sulphide 
minerals within the sulphide mineral suite, in addition to the sulphide mineral abundance with the host rock itself.  

Typically disseminated sulphide Ni deposits can be split into low-grade and high-grade disseminated deposits.  

Low grade bulk tonnage disseminated style is usually less than 1% Ni, and presents as a “smear” of Ni. BHP’s Mt Keith 
deposit in WA is representative of this type of deposit, where the ore is 0.6% Ni. 

High grade disseminated sulphide deposits like CNR’s present more high-grade clots and patches and generally grade 
over 1% Ni. The long established Kambalda style resources of WA are combinations of high grade massive sulphide 
and disseminated sulphide Ni. IGO’s recently acquired Odysseus mine within the Cosmos Hub is an example of high 
grade disseminated ore, with 8.1mt of Ni @2% for 165kt of Ni. IGO estimates a mine life of >10 years at this mine. 

Exhibit 18 – A snapshot of Australian Ni resources, found predominantly in WA 

 
Source: Geoscience Australia.  



Text 
 

  
Page 22 

  

Page 22 

The Nickel Market: Battery Demand Requires Quality Ni; Demand from 
Electric Vehicles Continues to Look Strong 

What Is Nickel and What Is It Used For? 

Properties 

Nickel (Ni) is a silvery-white metal that has relatively low electrical and thermal conductivities. It is strong and tough 
at elevated temperatures, is easily shaped into thin wires and flat sheets and is capable of being magnetised. More 
than 80% of Ni production is used in alloys. When alloyed with other elements, Ni imparts toughness, strength, 
resistance to corrosion and various electrical, magnetic and heat-resistant properties.  

Uses 

About 65% of world Ni output is used to manufacture stainless steel, which is used widely in the chemical, motor 
vehicle, and construction industries and in consumer products such as sinks, cooking utensils, cutlery and 
whitegoods. Other minor uses for Ni include jewellery and medical applications, such as artificial hips and knees. 

The key growth area for Ni is its use in the cathode materials for rechargeable lithium-ion batteries, used extensively 
in the electric vehicle (EV) market.  

Recent Price History: A Huge Shake-Up in the Nickel Market in 2022 
Global Ni demand is around 2.4mtpa. This relatively small size (compared, for example, to global copper demand of 
around 26mtpa) makes the Ni market open to volatility and large swings in price. Shifts in demand and supply 
conditions can also have significant effects on the levels of stocks in the market, which are also relatively small. 

Ni is traded on the London Metal Exchange (LME) and over the past decade has traded roughly between US$4.50/lb 
and US$9.00/lb. After a suspension of trading in early March, (see below for details) the LME Ni market is trading, with 
prices currently at ~US$10/lb. We expect prices to trend above the current price at US$11/lb as battery demand 
continues to put pressure on Ni supply. 

Russia invades Ukraine, prompting buyers to seek alternative sources 

Russia’s invasion of Ukraine in late February shook the Ni market, as Russia is the world’s third-largest Ni supplier. 
The invasion saw Ni buyers looking for alternatives to Russian sources. The Ni price moved sharply higher in the week 
after Russia’s invasion.  

Prices spike in early March 

In early March the Ni market unravelled, with prices rising in huge leaps, hitting a US$45/lb high on a 250% price spike 
in little more than 24 hours. The market was chaotic and billions of dollars in losses were accumulated for those with 
a short position in the market, leading the LME to suspend trading for the first time in 30 years. So what happened? 

The spike drove a ‘short squeeze’ sending prices higher. This occurs when traders who previously bet on a drop in the 
price are put in an ever-tighter financial position by rising prices, which ultimately forces them to buy into the market 
to cover their short position. Other participants may also push up prices in anticipation of that short covering.  

The short squeeze focused on Chinese production and trading company Tsingshan, which was planning to bring 
850 Kt of nickel matte into the market in 2022 and took a position that the price would go down as a result. On the 
other side of the market was Glencore, with half the ownership of the Ni on the LME.  

On 7 March, the Ni price began to rise sharply, surging from $13.50/lb to more than $23/lb, creating a large amount of 
margin calls. Tsingshan’s margin calls were roughly $3 bn and its obligations were much larger than its cash and bank 
credit. Some of Tsingshan’s bankers started to buy back Ni contracts, sending the price of Ni spiralling ever higher.  
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LME suspends trade 

On 8 March the LME suspended trading, saying that the day’s price movements ‘created a systemic risk to the 
market’. The decision meant traders would not need to pay margin calls on the basis of the $35/lb Ni price. 
Effectively, it rewound the market to the moment when prices closed on 7 March at $21.80/lb. Tsingshan’s short 
position has now racked up billions of dollars in losses. The company’s bankers have agreed to support the company 
going forward.  

Exhibit 19 – Ni price, 1 year (US$/lb)  

 
Source: FactSet. 

Longer-Term Demand Prospects:  
Battery-Related Demand to Drive Structural Increase in Prices 
Over the medium to long term, Ni demand will be incrementally driven by the battery market off the back of EV 
demand. Recent shifts in legislation that favour EVs will likely result in a surge in demand for Ni units to be used in 
battery production. Despite the general adverse economic conditions encountered in 2020 as a result of COVID-19, EV 
battery sales exceeded all expectations. 2020 saw EV batteries consume around 200,000 tonnes of Ni, with well over 
300,000 expected in CY2022. Total Ni demand is around 2.4mt. Market consensus appears to be that by 2030, battery-
related demand for Ni will be around 1.7mt, or 35% of total forecast Ni demand. 

EV batteries to drive long-term Ni demand, with BHP and Tesla agreement bearing out this view 

The use of high-quality Ni in EV batteries represents a long-term driver for demand and upside to the Ni price. Battery 
manufacturers are now adopting battery chemistries with higher Ni content. Demand from the battery sector could 
account for as much as 35% of the total Ni market within the next decade. The Ni market is likely to encounter 
significant supply deficits over this time and we expect prices to rise, incentivising new production capacity. A recent 
announcement by Jaguar, outlining how the Land Rover–owned business will be all-electric by 2025, demonstrates 
the scale growth Ni will likely encounter in the near future. The UK’s goal to outlaw the sale of wholly petrol and 
diesel cars from 2030 is an indication of where the global motor vehicle industry is heading and the forces which will 
drive Ni demand.  
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BHP’s view on Ni supports this view, with its Chief Commercial Officer stating in late 2021: ‘Demand for nickel in 
batteries is estimated to grow by over 500 per cent over the next decade, in large part to support the world’s rising 
demand for electric vehicles.’ 85% of BHP’s Ni is now sold to global battery material suppliers. 

BHP has recently signed an agreement with Tesla for the long-term supply of some 18,000 tonnes of Ni per year. Tesla 
has acted early to secure significant volumes of Ni to fuel its lithium-ion battery demand, with an estimated 50% of 
Tesla’s battery chemistry to be high-Ni cathode. BHP’s deal with Tesla can be seen as positive for the Australian Ni 
market generally (and the global Ni market more broadly).  

Exhibit 20 – Projected EV sales – passenger car and commercial vehicle EV sales forecast   

 
Source: Wood Mackenzie. 

Extra push from higher-intensity Ni use in batteries 

Ni, used in the cathode materials for lithium-ion batteries, is being consumed in increasingly large quantities. Its 
outlook is supported not only by the rapid volume growth of the EV market, but also the increased intensity of Ni use, 
as part of efforts to improve the energy density of batteries and extend driving range. It is reasonable to consider a 
significant increase in Ni use in batteries, and that it will grow significantly from current levels of around 3–4% of Ni 
demand. The intensity of use of a broad range of minerals is substantially higher in an EV than that of a conventional 
internal combustion engine (ICE) vehicle.  

By 2027, batteries are expected to account for 22% of total Ni demand. This is nearly double the rate in 2021.   

Nickel sulphate is the key raw material for the Ni in lithium-ion batteries, and increased production of this for the EV 
market will require an increase in the supply of Class 1 material. Nickel sulphate is made by refining Ni-containing 
intermediate feed sources into a high-quality product in crystal form by removing the impurities that are typically 
found in the intermediate feed sources. Demand for Ni in lithium-ion batteries will soon make batteries the second-
largest end-use application for Ni. One of the key issues for the Ni industry going forward will be how to supply the 
material that the battery industry will require. 
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Exhibit 21 – The rise of nickel-based cathode chemistries   

 
Source: Benchmark Ni Forecast. 

Exhibit 22 – Mineral uses in EVs compared to conventional vehicles   

 
Source: IEA. 

Stainless steel demand also remains important 

Ni plays a crucial role in the manufacture of stainless steel and therefore stainless steel remains core to Ni demand. 
Chinese consumption of stainless steel continues to drive demand growth, and consensus forecasts stainless steel 
demand to continue growing at around 4–5% pa over the next decade. The key however to a structural increase in the 
price of Ni is the demand for EVs. 
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Supply Squeezed by Battery-Related Demand  
The projected increase in demand for EVs will require new supply of Ni. Based on current market forecasts for EV 
demand (as shown in Exhibit 23), a gap in the Ni supply begins to appear as early as 2026, blowing out to a need for 
1.6mt of new supply of Ni by 2040 (see Exhibit 23).  

Exhibit 23 – Mineral uses in EVs compared to conventional vehicles   

 
               Indonesian ore export starts January 2020, two years early. Risk of 225 Kt cut in Chinese NPI in 2021  
 
               From 2021, 115 Ktpa new Ni in chemicals supply, fed by intermediates from new HPALs  
 
               New nickel supply needed by 2027 just as EV demand starts to accelerate  
 
               230 Kt new Ni supply needed by 2030 (inc. projects)  
 
               Exhaustion of stated reserves could close 200 Ktpa of production in 2029–2034  
 
               1.6 Mt new supply needed by 2040  

 

Source: Wood Mackenzie. 
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Valuation: Peer Comparison Highlights CNR’s Value  

EV/Resource Methodology 
A common tool used to assess the value of mining companies in their pre-production phase is to compare the 
enterprise value (EV) to the resource base in order to see what value the market places on the company’s resource 
and its potential. We have compared CNR’s EV/Resources multiple with a selection of current Australian-listed Ni 
peers, and previously completed transaction data. 

CNR is in its early stage of development, being part way through an extensive drilling campaign of the Fisher East and 
Collurabbie projects. The priority project for CNR is Fisher East, and particularly the Sabre and Musket prospects. 
Possible updates to resource size and related drilling results are key catalysts for the stock.  

It should be noted that due to the different natures of the ore bodies, the comparative stages of development 
(exploration vs operational) and relative cost bases and Ni grade, this comparison is not exactly precise. 

Combined Trading & Transaction Average Multiple Sees A$0.91 Valuation 
We value CNR at $A0.91 per share fully diluted. Using the EV/Resource methodology, we conservatively assume in our 
base case scenario that CNR’s Mineral Resource Estimate (MRE) will remain at 125.6 Kt of contained nickel.  

Our valuation estimate is based on an average of 817 A$/Ni T calculated from the following: 

• Resource multiple currently traded of 1206 A$/Ni T based on 11 publicly listed nickel exploration and development 
companies (including CNR) in WA as shown in exhibit 24. A snapshot of each of these names is provided below.  

• Resource multiple paid of 427.6 A$/Ni T for advanced exploration (sulphide) related transactions, which is the 
category most aligned with Cannon. This multiple analysis was provided by SRK Consulting (Australasia), as part 
of an independent technical assessment and valuation report relating to IGO’s recent takeover of Western Areas.  

 
In an alternative scenario, if Panoramic Resources and Mincor Resources (only two producers) are removed from the 
trading peers list, the average resource multiple currently traded from the adjusted peer group is 815 A$/Ni T. This is 
almost exactly in line with our average calculated from the full list of trading companies of 1206 A$/Ni T and the 
transaction multiple paid of 427.6 A$/Ni T. 
 

Other key assumptions:  

• Cash on hand of $4.7m (as of 31 March 2022) 
• Current fully diluted share count of 101.7m shares (including 16.3m option and performance shares) 
• Our estimate of a equity capital raise of $8m in FY23, issued at the current share price. This equates to ~24.6m 

additional shares, taking the fully diluted share count to 126.3m shares.  
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Exhibit 24 – EV/Resources – selected nickel companies 

 
Source: CNR, MST Access estimates, Factset 

A low EV/Resources multiple when compared with other trading nickel sulphide peers: 

• Duketon Mining (explorer) is an exploration company comprising a landholding over the Duketon Greenstone 
Belt in WA. Its strategy is to expand nickel resources and explore the greater area for Ni-Cu-PGE. The total JORC 
compliant resource stands at 94.3 Kt of nickel, 14.1 Kt of copper and 231,500 ounces of PGE's. 

• Widgie Nickel (explorer) is an aspiring mid-tier nickel producer with four historical mines and 11 confirmed 
deposits on granted mining leases. Widgie is located 80km south of Kalgoorlie, 45km via sealed road to the 
Kambalda Nickel Concentrator.  Its current focus is on expanding its resource base of 10.7Mt @ 1.60% Ni (168 Kt of 
Ni), with a target to be production ready by end of 2023.  

• Centaurus Metals (explorer) is at an earlier stage, having recently announced a maiden resource for its project in 
Brazil. The project is at a lower average grade than CNR. 

• Poseidon Nickel (explorer) owns three previously operating Nickel Sulphide mines all located in WA: Windarra, 
Black Swan/Silver Swan and Lake Johnson. The company is currently focussed on further exploration and 
recommencement of operations, having completed a restart feasibility study in 2018, with precursor works 
presently underway at Black Swan. Black Swan has a measured and indicated resource of 10.7 Mt @ 0.75% nickel 
containing 80 Kt of nickel. 

• Auroch Minerals (explorer) is a WA nickel sulphide explorer with an existing resource base. The company is also 
actively exploring three nickel projects. The Company has a JORC resource of 21.4 Kt @ 2.0% Ni with an additional 
18.7 Kt @ 1.8% Ni (historical JORC (2004) resource). 

• Azure Minerals (explorer) is a Western Australian-focused mineral exploration company that is rapidly 
progressing its greenfield Andover nickel-copper-cobalt discovery while exploring its portfolio of (4) gold projects. 
The Andover deposit has a maiden resource estimate of 64.5 Kt @ 1.41% Ni, including a high-grade portion of 34 Kt 
@ 1.78% Ni. 

• Lunnon Metals (explorer) is a nickel explorer with its flagship Kambalda Nickel Project (KNP) located in the heart 
of the highly prized Kambalda nickel district. KNP has a mineral resource estimate of 1.65 Mt @ 2.9% Ni for a total 
of 48.5 Kt of nickel. 

• Galileo Mining (explorer) is currently conducting exploration at its Norseman and Fraser Range Project. The 
Norseman tenements are prospective for komatiite hosted nickel sulphide, palladium, lithium, and nickel-cobalt 
laterite. Fraser Range Project has discovered two Ni-Cu-Co resources since 2012. The Nova deposit has 14.4 Mt @ 
2.3% Ni, 0.9% Cu, 0.08% Co and the Silver Knight deposit has 4.2 Mt @ 0.8% Ni, 0.6% Cu, 0.04% Co. 
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• Panoramic Resources (producer) is a WA nickel miner which recently suspended operations at its Savannah Ni 
mine, predominantly due to COVID issues. Panoramic has raised capital recently and holds A$31m in cash. 
Panoramic has a larger resource than CNR but lower grade and could restart the mine relatively quickly. 

• Mincor Resources (producer) has a larger resource and higher grade than CNR. A definitive feasibility study (DFS) 
completed in March 2020 for the company’s mine restart plan outlined an initial five-year mining operation 
delivering 71 Kt of nickel. 

 

Exhibit 25 – Nickel resources, reserves and nickel grade – selected nickel companies in order of EV/Resource 

 

Source: CNR, Factset 

 

 

 

 

 

 

 

Company Name
Enterprise 

Value (A$m)
Attributable Nickel 

Resources (t)
Average Nickel 

Grade %
EV/Resource

Nickel 
Reserves (t)

Processing 
Plant

  

Duketon Mining 10 56,200 2.00% 178                     - No
Cannon Resources 25 125,600 1.80% 199                     - No

Widgie Nickel 55 168,150 1.60% 327                     - No
Poseidon Nickel 134 398,600 1.60% 336                     28,300 Yes

Centaurus Metals 385 730,700 0.91% 527                     0 No
Auroch Minerals 19 21,400 2.00% 888                     - No
Azure Minerals 42 31,020 1.10% 1,354                 - No
Lunnon Metals 112 64,300 2.90% 1,742                 - No
Galileo Mining 219 122,500 0.49% 1,788                 - No

Panoramic Resources 434 209,800 1.56% 2,069                 101,800 Yes
Mincor Resources 756 196,100 3.80% 3,855                 71,100 Yes

Average 1,206                
Average (excl producers) 815                     

0
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Exhibit 26 – Enterprise value represented by bubble size vs nickel resource and grade – selected nickel companies  

 

Source: CNR, FactSet. 

Further transaction comparison - IGO’s takeover of Western Areas provides positive signal 

Up until recently, Western Areas was a small to mid-cap nickel producing company with two primary projects in WA. 
The group owned the Forrestania nickel operation located 400km east of Perth as well as the Cosmos nickel operation 
located 30km north of Leinster. Across both projects, Western Areas held a total nickel ore reserve of 277 Kt and total 
nickel mineral resource of 941 Kt. The Cosmos project is located particularly close to CNR’s projects in WA.  

On 11 April 2022, Western Areas agreed to a takeover offer of A$1.26bn by nickel-lithium miner IGO Ltd. The offer 
equated to A$3.87 per share and followed an earlier offer of $3.36 per share in December 2021. The revised offer price 
was contributed to by strength in the underlying nickel markets earlier this year and findings from an Independent 
Expert Report conducted by KPMG Corporate Finance that the initial offer was “neither fair nor reasonable”.  

Based on the Western Areas resource size, the final deal amount equated to an EV/resource multiple of 1339 A$/Ni T. 
This is marginally higher than our peer average of 1,206 A$/Ni T, keeping in mind Forrestania is a producing asset and 
Cosmos is an advanced development project asset. While CNR is in its early stages of exploration and development, 
the transacted multiple paid for Western Areas and its assets provides a longer-term target if CNR can achieve a larger 
resource, undertake feasibility studies, and reach the stage of production.  

Valuation of advanced exploration (sulphide) projects 

As part of an Independent Expert Report provided for the Western Areas transaction, KPMG Corporate Finance engaged 
SRK Consulting to conduct an Independent Technical Assessment and Valuation. For the report, SRK reviewed and 
assessed transactions involving Australian nickel projects that have been completed in recent years, which were good 
comparisons for the project assets previously owned by Western Areas. As such, we believe there is read through for 
the valuation of Cannon’s resources as well.  

As part of the analysis, SRK Consulting provides separate multiples depending on the stage of mining company. For 
advanced exploration (sulphide) related transactions, which is the category most aligned with CNR, the average 
resource multiple paid was calculated at 427.6 A$/ Ni t. This multiple was normalised according to a 3-month trailing 
average nickel price (between 1 Jan 2022 to 31 Mar 2022) of $A36,882/t. Applying this multiple to Cannon’s own 
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resource of 125.6kt of nickel across both projects, equates to a valuation of $A0.52 per share fully diluted (while 
maintaining our expected 126.3m share count), or a premium of 68% to Cannon’s current share price. 

Further upside scenario 

We consider there to be significant potential upside to the MRE given the large scale of the project and multiple 
opportunities within it. 
 
Further upside to our base case valuation exists in the event the resource size is increased. In the scenario CNR does 
not progress towards production but is able to increase the size of the resource to 200 T (from 125.6 currently), based 
on the average EV/resource multiple from exploration peers of 815 A$/Ni T, CNR’s valuation would increase to $A1.39 
per share fully diluted (or 4.5x the current share price). This assumes the same share count and cash assumptions as 
above.   
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What could drive an increase in EV/Resources and/or share price 

A number of events could create value for CNR and drive its multiple higher. 

Exploration success – short term 
The primary exploration targets at Fisher East involving Musket and Sabre are very prospective with the initial drilling 
results showing high grade Ni. Further success at Fisher East (including Sabre near term) should attract an increase in 
the multiple paid for CNR. 

Exploration success – longer term 
CNR’s assets present multiple exploration opportunities. Success over time should increase the multiple paid for the 
company.   

Overall increase in grade of deposit 
As discussed above, higher-grade deposits are attributed a higher multiple. Auroch, Mincor and Lunnon all have a 
higher average grade than CNR, contributing to a higher multiple. Once again, further success at the Fisher East 
deposit would likely lead to an increase in the overall grade. This would aid projected future cashflows and valuation.  

Increase in resource base/mine life 
Exploration success would lead to a higher resource. Higher grades would also lead to an increase in the quality of 
the resource. An increase in the resource size with the same multiple applied would likely lead to an increase in share 
price and EV, while an increase in multiple due to the increase to the resource would add further value. An increase in 
resource base could also lead to an extension in mine life for the future and higher valuation and share price. 

 

Other potential share price catalysts 
• Nickel price increases: The valuation and share price sentiment is highly sensitive to nickel prices. Increases in 

the price of these commodities would have a positive effect on the valuation. 
• USD depreciation: The valuation is highly sensitive to the USD/AUD. USD depreciation would have a positive effect 

on the valuation. 
• Capex and/or operational cost savings: These would boost the valuation and reflect well on management.  
• Early project delivery: This would generate cash sooner, boost the valuation and reflect well on management. 

 

Risks to the Share Price and Valuation 

Key risks to the share price  

• Exploration outcomes: mineral exploration is subject to high risk. These activities require large amounts of 
expenditure with no guarantee of future revenue, as there is no assurance of successful exploration results or 
assurance that results can lead to economically viable returns. A mitigating factor for CNR includes the success of 
the drilling results received so far.  

• Funding: as a mineral exploration company, the timeline before CNR begins to generate cash revenue is long. To 
meet operational and capital expenditure requirements, CNR will incur expenditure that exceeds cash resources. 
As a result, the company will require new capital funding, including equity capital. There is no guarantee CNR is 
able to secure additional funding or secure such funding on terms favourable to the company. 

• Operational risks: there are various factors that are beyond CNR’s control that may adversely affect the 
company including: failure to identify resource deposits or achieve expected mineral grades, technical difficulties 
in operating equipment, adverse weather and metallurgical issues that may affect extraction costs. 

• Cost escalation: can arise from any number of areas including equipment and contractor expenditure as well as 
increases in direct labour costs, all of which may increase costs and reduce future returns.  

• Mine development: mine development is dependent on CNR achieving drilling results that are economically 
viable to mine, favourable geological conditions and approval from relevant authorities to commence 
construction. 
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• Key personnel: day to day operations and strategic management depend significantly on key senior staff and 
management. Negative impacts may result if any of these employees cease their employment with CNR. A 
mitigating factor includes the strong track record of success exhibited by senior management in exploring and 
developing nickel assets.  

• Occupational health and safety: mining activities are inherently high risk and incidents can occur despite the 
implementation of all possible safety protocols and risk management processes.  

• Community support: can play a significant part in gaining necessary approval to develop a mining asset, with 
consideration for the environmental impact often a major factor in allowing exploration and mining activity to 
occur. For CNR, a supporting factor is the strong history of mining in the WA region, particularly in the area 
around the Fisher East and Collurabbie projects. The WA Government has long shown strong support for various 
local investments in mining and industry, which lowers the political risk present.   

Other potential risks to the share price and valuation 

• Nickel and price decreases: As the key driver of the valuation, nickel price decreases would be negative for the 
valuation. 

• USD appreciation: The valuation is highly sensitive to the USD/AUD. USD appreciation would have a negative 
effect on the valuation. 

• Changes in regulatory framework: Regulatory change would alter the risk profile of the company and be 
detrimental to the stock price. 
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Financials  

Use of Funds 
At 31 March 2022, CNR reported A$4.7m cash at bank. The strong investment taking place to facilitate drilling at 
Musket and Sabre at Fisher East has contributed to the average cash burn of $400–$500k/month, with small 
contributions from equipment and administrative costs. The budgeted drill program is expected to inform a resource 
update over the next couple of months.  

The below snapshot summarises the use as per the Cannon Prospectus from August 2021 vs the actual use of funds 
since listing. The primary outlier for extra use of funds is the exploration expenditure that has taken place at Fisher 
east. This followed additional funds raised in October 2021 to expediate and expand the drilling program at Fisher 
East more aggressively following initial successful results. Other key items including exploration expenditure at 
Collurabbie and working capital are predominantly in line, according to the two year timeline post IPO. 

Exhibit 27 – CNR Use of Funds 

Use of funds ($m) 

Prospectus 
Estimate (2 

years after ASX 
Admission) 

Actual Use 
from Listing 

until 31/03/22 

Variance 
Under/(Over) 

Exploration expenditure - Fisher East Project 2.9 3.3 (0.4) 
Exploration expenditure - Collurabbie Project 1.2 0.3 0.9 
Working Capital 1.2 0.7 0.5 
Repayment of Rox expenses loan 0.3 0.4 (0.1) 
Estimated costs of the offer (exc. Amount paid by Rox) 0.4 0.5 (0.1) 
Total 6.0 5.2 0.8 

 

Source: CNR 

Funding  
Following the completion of the current drilling program and potential resource update, CNR will require further 
capital later in the year to continue the aggressive drilling program. We estimate the company will raise 
approximately $8m in the first half FY23. This would position the company well over the next 12 months ahead of a 
potential scoping study sometime in 2023.  

Given the successful drilling track record to date, the quality of CNR’s Ni assets and its relative valuation vs. other 
similar Ni projects in WA, we do not see additional capital needs as posing a significant hurdle for the company. In our 
view, CNR has so far demonstrated discipline in its use of capital to pursue the best targets possible and increase the 
size and quality of the resource at speed.  
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Environmental, Social and Governance (ESG) 
ESG factors play an integral role in many investors’ decision-making. 

Environmental – Carbon-Neutral Company Supplying the EV Market  
The assessment of CNR’s environmental credentials falls into two categories:  

• environmental assessment of the projects  
• environmental assessment of CNR’s key product, Ni.  

Environmental impact of CNR – early exploration – minor environmental disturbance 

The project is located in a relatively unpopulated area and has a prior history of mining operations. As a pure 
exploration company, CNR is in a very early stage of its development. Its environmental impact at this stage is limited 
to the small disturbance of area that the drill rig set-up creates. 

If CNR proceeds to develop a project, the development will be subject to very high standards of engineering and 
environmental management which the company expects will leave an insignificant environmental impact after the 
project area is rehabilitated once production ceases at the end of the mine life. The company will be required to 
comply with best management practices and regulations which includes monitoring and re-vegetation investments 
after closure.  

Environmental impact of CNR’s major product – nickel  

CNR’s major product is Ni, to be supplied into the battery market for EVs and other battery uses. Ni is directly 
contributing to the major global themes of electrification and decarbonisation.  

Ni has long been widely used in batteries, most commonly in nickel cadmium (NiCd) and in the longer-lasting nickel 
metal hydride (NiMH) rechargeable batteries. The mid-1990s saw the first significant use of NiMH batteries in vehicles 
in the Toyota Prius. Around the same time, the first commercial applications for Li-ion batteries emerged, initially in 
camcorders and eventually finding their way into smartphones, laptops and the numerous other portable devices. 

The major advantage of using Ni in batteries is that it helps deliver higher energy density and greater storage capacity 
at a lower cost. Further advances in Ni-containing battery technology mean it is set for an increasing role in energy 
storage systems, helping make the cost of each kWh of battery storage more competitive. It is making energy 
production from intermittent renewable energy sources such as wind and solar replace fossil fuels more viable. 

Social  

Western Australia is one of the most attractive regions on earth in which to have a mining operation and is considered 
one of the world’s most politically stable regions. The key advantages in having a mining operation in WA are: 

• mining has occurred there since the 1800s  
• it is a globally significant Ni- and gold-producing region  
• mining is a significant employer and significant export earner  
• its geological endowment is Tier 1  
• it offers an attractive business environment with a competitive tax regime  
• it has mature institutional and governance frameworks, a strong mining code and a strong sovereign rating. 

In addition, CNR would employ a significant local workforce in the construction and operations of potential projects 
and would be a key contributor to the local economy. 

Any project development would be subject to the usual regulatory approval processes in WA, including Native Title. 
These processes are well established and understood in the industry. 
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Governance 

ASX Corporate Governance Council Principles and Recommendations  

CNR has adopted the Corporate Governance Principles and Recommendations as published by the ASX Corporate 
Governance Council.  

• The company applies the ASX Corporate Governance Council Principles and Recommendations. 
• The board’s qualifications are appropriate for the business. 
• The board has three members.  
• The board has adopted a remuneration structure, risk assessment and policies that are predominantly in line 

with market practices. 
• Due to the current small size of the company, separate risk, nominations, remuneration and audit committees 

have not been created on the board. 

Board of Directors  

The Board is responsible for the corporate governance of CNR. The Board develops strategies for CNR, reviews 
strategic objectives and monitors performance against those activities. The specific goals and responsibilities of the 
Board are outlined in CNR’s prospectus.  

Composition of the board and diversity  

The Board consists of three directors (two independent and one non-independent). The Board intends to maintain a 
Board Skills Matrix to ensure that the Board has the skills to discharge its obligations effectively.  

The Board complies with ASX regulations guiding a minimum of 50% independent directors. As the company grows, 
more independent directors with the appropriate skills will need to be appointed. 

 

Exhibit 28 – Board qualifications  

Board Skill 
CEO Non-executive Chairman Independent NED Independent NED 
Stephen Lynn Alex Passmore Richard Bevan Mark Stowell 

Leadership √ √ √ √ 
Strategy √ √ √ √ 
Financial & Legal  √ √ √ 
Geology √ √   
Project Development √ √ √ √ 
Mining √ √ √ √ 
International Experience √ √ √ √ 
Health, Safety and Environment √ √   
Stakeholder Management √ √ √ √ 
Corporate Governance √ √ √ √ 

 

Source: CNR 
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Board biographies 

Alex Passmore – Non-Executive Chairman: Mr Passmore is a qualified geologist and experienced corporate 
executive. He holds a Bachelor of Science degree with First Class Honours in Geology and a Graduate Diploma of 
Applied Finance from the Securities Institute of Australia. Mr Passmore was recently Chief Executive Officer of 
Cockatoo Iron NL, Non-Executive Director of Aspire Mining Ltd, Non-Executive (and Executive) Director of Equator 
Resources Ltd/Cobalt One, and CEO of Draig Resources (now Bellevue Gold Ltd). Mr Passmore is currently Managing 
Director of Rox Resources Limited and Non-Executive Director of Pearl Gull Iron Limited. 

Stephen Lynn – CEO: Mr Lynn is a geologist with over 25 years’ experience in Australia and internationally exploring 
and developing a range of commodities including nickel, gold, and base metals. He has played a key role in the 
discovery of both Ni and VMS-style base metal deposits within WA, working previously for Great Central Mines, Gold 
Fields Limited and IGO Limited. Mr Lynn is a member of the Australian Institute of Geoscientists and holds Bachelor of 
Science (App Geology) and Master of Economic Geology degrees. 

Richard Bevan – Independent Non-Executive Director: Mr Bevan has experience as a Managing Director/Chief 
Executive Officer and Non-Executive Director/Chairman for listed and unlisted companies. He brings experience in 
the execution and integration of mergers, acquisitions and other major corporate transactions and has been involved 
in business areas as diverse as healthcare, construction and engineering, and information services. His roles within 
these businesses have included operational management, implementing organic growth strategies and acquisitions 
and assisting with capital raisings. Mr Bevan was previously the founding Managing Director of Cassini Resources 
Limited until it was acquired by OZ Minerals Limited via a Scheme of Arrangement in late 2020. Mr Bevan is a member 
of the Australian Institute of Company Directors and is currently a Non-Executive Chairman of Killi Resources Limited 
(ASX: KLI) and Narryer Metals Limited (ASX: NYM). He is also the Non-Executive Chairman of TG Metals Limited (ASX: 
TG6) which listed on the ASX in late May 2022. 

Mark Stowell – Independent Non-Executive Director: Mr Stowell is a Chartered Accountant with over 20 years of 
corporate finance and resource business management experience. He served as manager in the corporate division of 
Arthur Andersen and was subsequently involved in the establishment and management of a number of successful 
ventures as principal, including resource companies operating in Australia and internationally. Mr Stowell was a 
founder of Anvil Mining Ltd (DRC) and on its Board for 7 years until 2000. He was also a founder and non-executive 
director of Incremental Petroleum Limited, an oil and gas producer with operations in Turkey and the USA until its 
takeover in 2009. Mr Stowell was Chairman and founder of Mawson West Ltd, a copper producer and explorer which 
completed an IPO on the Toronto Stock Exchange in one of the largest base metal IPOs of 2011. Mr Stowell is also 
currently the Chairman of Southern Hemisphere Mining Limited and Kula Gold Limited. 
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Appendix 

Appendix 1 – Major Shareholders 
As at 9 June 2022, CNR’s top 20 shareholders own 54.4% of the company’s 85.5m shares on issue. The remainder of 
the shares are mainly held by retail investors and some small funds. A 10% shareholding owned by Rox Resources 
(8.55m shares) remain in escrow for a two-year period post listing, to August 2023.  

Options on issue total 16.3m expiring end of June 2024. The current fully diluted share count is 101.8m shares.  

 

Exhibit 29 – Key shareholders in CNR 

 

Source: CNR 
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