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Indications of a Strengthening Uranium Market

One question that market participants may have
on their minds is whether the recent increase in the
restricted spot uranium price is an aberration or the
beginning of a more sustained recovery. To obtain
a better appreciation of this situation, it is useful to
examine the underlying trends in the market. Over
the years Ux has devised a system, The Ux Indi-
cators, to monitor and quantify these underlying
trends in the uranium, conversion and enrichment
markets, and relate these changes to upcoming
price trends.

Ux has three indicator systems for uranium: a
short-term indicator which is done on aweekly ba-
sis providing an outlook for prices over the next
four weeks; a near-term indicator system which is
done on a monthly basis providing an outlook for
prices over the next three to six months; and, a
long-term indicator system which is done on a
quarterly basis but provides an indication of prices
out two years. The Near-Term Indicator System is
the one discussed here.

There are anumber of factors that influence the
uranium market, including supply, demand, finan-
cia issues, government policies and market psy-
chology. The Ux Near-Term Uranium Indicator
system is designed to measure changes over a
broad spectrum of these factors which are divided
into four main indicator groups: Supply Indicators,
Demand Indicators, Market Indicators and Finan-
cia Indicators. There are 17 individual indicators
in al which are assigned vaues at the beginning of
each month based on observations on market de-
velopments. Each indicator is assigned a positive,
neutral or negative reading, and the values are
summed to derive anet indicator value.

As of September 1, there were net positive
readingsin all of these indicator groups except Fi-
nancial Indicators, which were net neutral. Espe-
cially strong was the Demand Indicators group, in
which two of the individua indicators were posi-
tive and the other registered a neutral reading but
showed an improving trend. Such high demand
readings have been borne out by purchases this
month, where spot volume likely will exceed 3 mil-
lion pounds U3Oge, not including the material being
auctioned by DOE.

In the May 12 cover story on the Ux Indicators,
done at a time when the spot price was under se-
vere downward pressure, it was noted that alarge
improvement in the net value of the indicators,

even if it were still negative, would signal a poten-
tial turnaround in price. Asshown in the chart
below, the indicators began improving from a
negative nine (-9) at the end of May, and as of
September 1 stood at positive five (+5), a 14-point
increase over four consecutive months. Asthe
chart shows, the indicators registered a strong im-
provement even though spot price was declining,
signaling that underlying forces of the market were
changing.

From the standpoint of the Ux indicators, the
turnaround in price is therefore not surprising at
all. This change was preceded by a pronounced
improvement in the indicators, with this improve-
ment reflecting the fact that the most aggressive
sellers had sold their material, spot demand had
dramatically improved, and market psychology had
shifted, among other things.

Asfor the speed and duration of the recovery,
the chart shows that the price decline, which lasted
14 months and was fairly steady, was preceded by
4 months of a steadily-declining NIV, with the total
period during which the indicators declined lasting
10 months. Thus, a steady and protracted decline
in price matched the steady and protracted decline
in the indicators.

On the other hand, the recent price recovery was
preceded by four months of increasing indicators,
in which the last three months the increase was
dramatic. Based on this comparison of the change
in the indicators to the change in prices, this sug-
gests that the price recovery may be more rapid
and perhaps not as long as the descent. Further
readings of the indicators should provide some ad-
ditional insight on this latter point.

Ux Near-Term Uranium Net Indicator Values
vs. Ux Month-end U3Og Price
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NEWS BRIEFS

DOE to make awardsfor sales of UsOg and
conver sion this week—The Department of Energy
(DOE) is expected to award contracts this week for sales
of natural uranium and conversion. Lockheed Martin En-
ergy Systems had acted on DOE' s behdf to issue invita-
tions to bid on up to one million pounds UsOg equivaent in
the form of UFs and up to 382,723 kgU as conversion
services in the form of natural UFs. Bids were due Sep-
tember 22.

DOE is pleased with the response to its bid invitation
and received nearly 30 bids to buy some or al of the UsOs
and all of the conversion. Indications from the prices of -
fered on the uranium component reflect bidders' beliefs
that the market price has bottomed and that prices are on
the rise, based on the number of offers DOE received with
prices over $11.

Meanwhile, DOE is continuing to work on securing ap-
prova of a Secretarial determination that will allow it to
make additional sales of natural uranium and conversion
inventories under long-term contracts under which deliv-
eries will take place over the 1998-2003 period.

IUC entersfourth deal for U recovery—
International Uranium Corp. (IUC) said last week that it
has arranged for a new source of ore to be fed through its
White Mesa mill via a processing agreement signed with
Recovery Dynamicsin Tennessee. Recovery will supply
IUC with about 16,000 tons of ore containing uranium,
tantalum and niobium. 1UC expectsto recover about
80,000 pounds of uranium from the ore and will deliver
the material to its existing contract holders.

The contract with Recovery is the fourth of its kind that
IUC has entered into since it took over the former Energy
Fuels business earlier thisyear. In June lUC signed a
contract with the U.S. Department of Energy to process
about 400 tons of material that is expected to yield be-
tween 60,000 and 70,000 |bs of uranium. The two other
recovery transactions are with ConverDyn.

While all four transactions are expected to yield about
650,000 Ibs, IUC will probably recover between 500,000
and 600,000 Ibs for calendar year 1997 with the rest to be
recovered during the first few months of 1998. Inthe
meantime, devel opment and restoration work isin high
gear at the Sunday Mine Complex, a group of five mines
located in Colorado where, according to IUC President
Earl Hoellen, he hopes to begin mining ore in another 30 to
60 days. Milling of that ore will occur next year.

Hoellen said he believes there are a number of opportu-
nities for IUC to enter into sSimilar recovery arrangements
with other companies and that such arrangements are be-

— Industry Calendar —
- September 28-Oct. 1—NEI’s International Ura-
nium Fuel Seminar 97 in Monterey, California.

- January 28, 1998—NEI’ s Nuclear Fuel Supply
Forum will be held in Washington, D.C.

- March 29-April 1, 1998—NEI's FUEL CYCLE
98 will be held in Savannah, Georgia.

- May 17-19, 1998—The World Nuclear Fuel Mar-
ket (WNFM) will be held in Paris, France.

- June7-11, 1998—American Nuclear Society’s
1998 Annua Meeting in Nashville, Tennessee.

- September 9-11, 1998—Uranium Institute 23
Annual Symposium, London.

Uranium Spot Volume by Need
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ing pursued. The cost of recovering uranium thisway is
well below today’ s market prices, he said. Over $8 million
is expected in pre-tax earnings based on revenues from
IUC’ s existing uranium contracts and current uranium
market prices plus those from a contract to sell tantalum
and niobium concentrates that will be recovered aswell.
The company’ s second quarter report shows working
capital of over $26 million.

The Financial Post listed IUC as one of the most heav-
ily traded stocks on the Toronto Stock Exchange as of
September 24 (the day before the announcement was
made) On 6,211 shares traded, the price rose C$0.03 to
close at C$1.32.

Anaconda continues UzOg acquisition pro-
gram—Anaconda Uranium Corp. announced last week
that it is buying the La Jara Mesa uranium property from
Homestake Mining. The purchase price was set at
US$1.24 million plus 750,000 shares in Anaconda, which
will be paid over five years. When the agreement was
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NEWS BRIEFS cont...

signed, Anaconda paid $50,000 and forwarded 50,000
shares. In addition, Homestake is to receive a 1.5% gross
product vaue royalty.

John Cook, president of Anaconda, said that he has
now shifted the company’ s emphasis from the pure acqui-
sition mode it has been in since being formed this past
April to looking into the engineering details of the four
properties the company now has in its portfolio. This does
not mean that the search for additional properties has
ended, he said. Infact, heis currently looking at a ura-
nium property in western Europe that would be attractive
given the lack of production in that area of the world. But
with four properties in hand, the time has come to begin
evaluating the data each project has come with and to de-
termine which of the four would be developed first.

To generally characterize what makes a property at-
tractive to Anaconda, Cook said he looks for those that
can be economically produced with uranium spot pricesin
the $13-$18 per pound range and that have around 10
million pounds of in ground resources. It does not make
sense to enter into pure exploration, he said, given the
large number of uranium properties where drilling and
feasibility studies were carried out in the 1970s. All four
of the properties that Anaconda has share the characteris-
tic of having drilled resources and alot of environmenta
data available. With the addition of La JaraMesa, Ana-
conda now has about 70 million Ibs of total resources.

LaJara Mesa, which is located near Grants, New
Mexico, has resources of 8 million Ibs at a grade of 0.25
percent defined for feasibility studies. Tota resources are
estimated at 15 million Ibs.

When Anaconda went public this past spring, it aready
had the Copper Mountain project in Wyoming, which is
owned privately, in hand. The acquisitions began in early
July with the purchase of the Maureen and Newcastle
Range deposits in Australia from unnamed parties for
A$325,000 and a A$0.20 per kilogram uranium produc-
tion royalty. Studies done at Maureen outlined 6.5 million
Ibs of resources at a grade of 0.123% while Newcastle's
defined resources are over 2 million Ibs. Fewer details are
available on Newcastle, Cook said.

Later that month, the company purchased Ben Lomond
from Cogema for A$3 million plus payment of a 1% gross
product value royaty up to A$2 million. Studies show
resources of 14.9 million Ibs with an average ore grade of
0.228%. Mineable reserves of 10.5 million Ibs with an
average grade of 0.24% were defined to support produc-
tion of about 1.3 million Ibs per year. All four properties
would involve underground or open pit mining followed by

heap or vat leaching.

Cook said he envisions going into production with ura-
nium available to the market in two to three years. There
have been some preliminary discussions with people about
selling the material, but these are more from an informa-
tional point of view, he said.

At the end of trading the day the agreement was an-
nounced, September 24, the Toronto company’ s shares,
which trade on the Vancouver Stock Exchange, closed at
C$0.50. At the close of trading today (Monday the 29™),
the share price remains unchanged.

World Wide arranges financing for Dornod—
While uncertainty continues over whether or not World
Wide Minerals can retain its contract with the Kazaks to
manage the Tselinny uranium operations, the company has

Ux Price Definitions

The Ux Prices indicate, subject to the terms listed, the most
competitive spot offers available for the respective product
or service, of which The Uranium Exchange Company (Ux)
isaware. The Ux U;Og price includes conditions for quan-
tity, delivery timeframe, origin and location considerations
while the Ux CIS U3Og price is the most competitive price
for deliveries up to six months forward without regard to
specific quantity or location. Both U3;Og prices are pub-
lished weekly. The Ux Conversion price considers spot
offers for delivery up to twelve months forward. The Ux
UF¢ price represents the sum of the conversion and U;Og
components as discussed above and, therefore, does not
necessarily represent the most competitive UF¢ offers avail-
able. The Ux SWU price considers spot offers for deliver-
ies up to twelve months forward. The Conversion, UFg and
SWU prices are published once a month on the last Monday
of each month.

The Ux Prices represent neither an offer to sell nor a bid to
buy the products or services listed.
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NEWS BRIEFS cont...

arranged US$60 million in financing from Deutsche Mor-
gan Grenfell that will be used to help bring uranium pro-
duction on line in Mongolia. Part of the problem with the
Tselinny contract had been the Kazak government’s ale-
gations that World Wide had not lived up to certain terms
of its agreement, such as investing money. World Wide
said it was taking steps to arrange financing, which took
longer than the company anticipated.

In a press release dated September 24, World Wide said
the financing would go to its subsidiary, World Wide Ura-
nium Holdings Inc., and will be secured by uranium in-
ventories and long-term contracts. While the company
said the financing is not tied to any specific uranium pro-
duction source, it also said at least some of the proceeds
will be used to develop the Dornod uranium minesin
Mongolia None of the money will be used in Kazakstan.

World Wide will hold a conference cal this Tuesday at
noon eastern standard time in which company officials will
discuss the financing and its development plans. The
phone number for North Americais 1 (800) 997-6755.
For international calls the number is (416) 620-6801.

Agreement on China nuclear accord remains
In doubt—Negotiations between the U.S. and China
continued last week but disagreements remain on terms
that must be met before President Clinton will approve
implementation of a nuclear agreement with the country.
The first China-U.S. summit scheduled in 10 years will be
held in Washington in late October with an agenda that
will focus on nuclear nonproliferation and human rights.

Utility seeslower earnings dueto outage—
Illinova reported last week that its 1997 annua earnings
will be lower because of an extended outage at its Clinton
nuclear plant. The utility filed a petition with the lllinois
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Ux U305 9/29/97 Price Conditions

Price: $10.85 ($10.50)
Quantities: 1-300,000 Ibs (2-400,000)
Delivery: 3 months (3)

Origin/L ocation: Open origin/U.S. convertor
Non-CIS/All other locations

Matched/Any location

Commerce Commission saying it would not collect about
$20 million for replacement power costs relating to the
shutdown. Analysts had expected the utility’ s earnings at
amean of $2.58/share, but the utility now expectsit to be
no higher than $2.15 to $2.20.

WPL mergeswith two | owa utilities—Wisconsin
state regulators last week conditionally approved a merger
between Wisconsin Power and Light, |ES Industries and
Interstate Power Company. The new company will be
called Interstate Energy Corp. and will have combined
assets of $4.6 billion and co-own 26 power plants, in-
cluding two nuclear units. Among the conditions for ap-
proval are afour-year rate freeze and a measure that will
allow Wisconsin's utility commission to continue having
jurisdiction over state consumers.

UxC updates Web Site—Based on comments and
suggestions from Internet visitors, UxC has revamped its
web site, http://mww.uxc.com, with a new layout and ad-
ditional content. The layout changes include frames-
driven navigation (a non-frames version is available) that
simplifies viewing and the creation of content groups to
organize the growing number of pages. In addition, new
navigation buttons are found at the bottom of each of the
content pages. These buttons alow you to move sequen-
tially between al of the content pages in the current group,
or directly to the Ux Home or Site Map pages. For those
without frames-capable browsers, you can use the Ux Site
Map to easily view al of the content pages.

The new content groups include Statistical Review,
Products & Services, U-PRICE Forecasting Model, Cor-
porate Information, Industry News, Industry Links and
Fun Stuff. The Statistical Review group contains charts
and tables on current market information that are updated
based on the frequency listed on each page. The Products
& Services, U-PRICE Forecasting Model and Corporation
Information groups contain information and background
on Ux and UxC. Thelast set of content groups, Industry
News, Industry Links and Fun Stuff, presents useful and
interesting links to other sitesin a single convenient loca-
tion.
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THE MARKET

Ur anium—oOne producer that came out last week for
500,000 Ibs was joined by two U.S. utilities that are seek-
ing up to 500,000 Ibs between them. Other utilities, sens-
ing that the market is recovering, have shown an interest in
purchasing, although they may do so in aless formal way.

Whereas buyers are entering the market, sellers, which
are now mainly traders, show signs of retreating. Some
have declined to respond to the latest buyer requests while
others are making staggered offers, offering smaller lots of
material at successively higher prices. Thisindicates that
sellers clearly sense an upward momentum in price, based
in part on last week’ s upturn and perhaps based on infor-
mation that is beginning to circulate concerning the results
of DOE’s auction (as discussed in the story on page 2).
Asaresult of recent activity in the market, the Ux U;Og
price has increased to $10.85, while the CIS price is un-
changed at $9.00.

Asto where the market goes from here, the real ques-
tion is how demand will react now that DOE has com-
pleted its auction and the priceisincreasing. Will the bid-
ders which did not win DOE'’ s auction—there were appar-
ently many of these—elect to buy now believing that price
can only go higher, or wait out the market to seeif they
can get better deals? A number of companies apparently
bid prices above the then current market price, indicating
that they were serious buyers.

Industry Spot Prices

NuclearFuel[ NUKEM |TRADE

Low High | Low High | TEcH|[ Ux | Avg.
Weekly (9/29/97)
U303 ($/1b) (9/22) (9/19)
Restricted | 10.25 10.70| — — |[10.30]10.85(10.54
Non-restr. | 890 940 — — 9.20| 9.00| 9.12
Month-end (8/31/97)
U303 ($/1b) (8/25) (8/25)
Restricted | 10.10 10.40| 10.20 10.40 | 10.20| 10.30( 10.26
Non-restr. | 890 9.40| 9.15 9.60( 9.20| 9.00| 9.18
Conversion
($kgu) —_ — 540 6.00| 5.60[ 5.55| 5.62
UF6 ($/kgu)
Restricted | — — — — |32.25|32.46|32.36
Non-restr. | — — — — [29.65/29.06(29.35
SWU ®
Restricted | — — — 91.50(90.00/90.00{90.50
Non-restr. | — — |[90.00 — |[88.00|88.00(88.67

Note: Definitions of these prices vary among companies. They are
listed strictly for comparison purposes and arein U.S. dollars.
Nukem's SWU price shows limits on its price range.

The other part of this
guestion is how will suppliers
react in this new market envi-
ronment. Thereis some hint

Ux Spot Prices

Month-end (9/29/97)

of this behavior now, given g?SOTJ o $éggg
that some are reluctant to offer 3-8 :
very large quantitiesinto an Conversion  $5.50
escalating market while others | 976 $33.85
are reluctant to sdl at all. CISUFs  $29.01
SWuU $90.00

Higher prices will undoubtedly
bring new suppliesinto the
market, but the question is
how high do these prices have to be.

CIS SWU $88.00

An interesting issue, and one that has a bearing on how
quickly price recovers, is the extent to which traders,
which have recently been the primary source of spot sup-
ply, become buyers.

Conver sion—Even though conversion demand has
picked up somewhat, even more supplies are appearing on
the market. Consequently, the spot price has continued to
wesaken, and now stands at $5.50.

Enrichment—The enrichment market has been rela-
tively quiet recently, and therefore spot prices for the re-
stricted and unrestricted markets have remained unchanged
at $90 and $88, respectively.

Ux Month-end U3;Og Price vs. Volume by Form
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“ldiots’

Two long time golfers were standing at the 3 tee overlook-
ing theriver.

One golfer looked to the other and said, “Look at those idiots
fishin’ intherain.”
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