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Nonferrous exploration budgets for 2009 suffered the steepest one-year decline in more than two decades.

n Metals Economics Group’s 2009 analysis, the planned nonferrous exploration budgets' of

the 1,846 companies included in Corporate Exploration Strategies (CES) totaled $7.32

billion for the year—down from a record $12.6 billion in 2008 and marking the largest one-
year decline in the past two decades. We estimate that the company budgets included in the
study (using a $100,000 cutoff) accounted for more than 95% of worldwide commercially
oriented nonferrous expenditures. Including the remaining 5%, planned expenditures for
commercial nonferrous metals exploration reached $7.7 billion.

In addition, the CES began including uranium budgets in 2007. The 2009 study included
aggregate uranium budgets totaling more than $660 million (down from $1.15 billion in 2008);
including uranium budgets, the total number of companies covered rose to 1,998, and the
aggregate exploration budget (including the $7.32 billion nonferrous total above) increased
to more than $7.98 billion. Including estimates for budgets MEG could not obtain, worldwide
nonferrous planned exploration expenditures, including uranium allocations, totaled more than
$8.4 billion in 2009.

(All figures are reported in U.S. dollars.)

(Al historical exploration figures throughout this report represent dollars of the day
and have not been inflation-adjusted.)

1 MEG’s CES series of studies includes many diversified companies, but specifically excludes exploration budgets for iron
ore, coal, aluminum, oil and gas, and, until 2007, uranium. Because the budget figures for 2007 through 2009 including
uranium do not allow meaningful year-on-year comparisons with earlier years’ data that excluded uranium, most of the
analysis presented in this report uses 2007-09 data excluding uranium.

Worldwide Exploration Budget Totals, 2009

Excluding Uranium

Worldwide Nonferrous Exploration Total* $7.32 hillion
(1,846 companies covered)

Estimated Worldwide Nonferrous $7.7 billion
Exploration Total**

Including Uranium

Worldwide Nonferrous Exploration Total* $7.98 billion
(1,998 companies covered)

Estimated Worldwide Nonferrous $8.4 billion
Exploration Total**

* MEG estimates that the companies covered by the CES account
for about 95% of nonferrous exploration budgets.

**¥|ncludes the additional 5% of planned expenditures MEG could
not obtain.

The MINEX forum is pleased to partner with Metals Economics Group in making this special report on global

M I N EX 20 1 O exploration and industry trends available to our members and MINEX 2070 delegates. MINEX continues

to utilize Metals Economics Group’s services as an essential means of obtaining information on global
6th Russian and CIS exploration trends and strategies. Metals Economics Group is acknowledged as the standard in providing

Mining & Exploration Forum

statistics worldwide.

comprehensive information and analysis to the mining industry, and is the premier source for exploration

— Mikhail Leskov, Director General, NBLgold / Co-founder of MINEX Forum
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SUMMARY OF WORLDWIDE TRENDS

The adjacent figure shows MEG’s estimate of worldwide nonferrous exploration budgets

since 1993 (excluding uranium) relative to a weighted metals price index?, demonstrating the
cyclical nature of exploration investment and the general correlation between metals prices and
exploration budgets—often with a one-year lag.

Through the early 1990s, nonferrous exploration spending steadily increased to crest at $5.2
billion in 1997. As metals prices slumped in the following years, a combination of substantial
cutbacks by the majors, the negative impact of industry consolidation, and a loss of funding for
a great number of junior companies contributed to five straight years of declining exploration
budgets, leading to a 12-year low of $1.9 billion in 2002—an overall decline of more than 63%.
The initial increase in worldwide exploration from the bottom of the cycle in 2002 resulted from
a combination of increased spending by the junior sector on the back of higher gold prices and
rising investor interest, increased spending by the majors as they recognized a dearth of new
projects moving up the pipeline, and significantly reduced industry consolidation from the high
levels of 2000 and 20071. As the gold price continued to rise and prices for most other metals
enjoyed their multiyear bull runs to the peak levels reached in 2007 and early 2008, yearly
budget increases by the majors and the meteoric rise in junior budgets pushed the worldwide
exploration total to a new high of $13.2 billion in 2008 (excluding uranium).

The boom times enjoyed by the mining industry for several years came to a screeching halt
in September 2008, however, as the world fell into the worst economic and financial downturn
in decades. Widespread forecasts of a deep and protracted global recession painted a grim
outlook for near-term global commodities demand, pushing metals prices into steep decline and
prompting most companies to slash their capital spending and investment plans for 2009 and
beyond; some by choice, and some just to survive. These cuts resulted in the postponement and
cancelation of numerous mine developments, and significantly contributed to the 42% (about
$5.5 billion) drop in worldwide nonferrous exploration from the 2008 high—by far the largest
year-on-year decline (in both dollar and percentage terms) since MEG began the CES series of
studies in 1989. Despite the deep cuts to exploration plans, the industry’s 2009 nonferrous
exploration budget total remained well above levels seen prior to 2006.

THE CHANGING COSTS OF EXPLORATION
MEG does not adjust its historical exploration figures for inflation to attempt constant-dollar
comparisons, but rough calculations show that far more has been invested in exploration in each
of the past few years than at the last exploration peak of the late 1990s. Through early 2008, it
was clear that the industry’s exploration dollars were not going as far as they did a decade ago.
Higher demand for services such as drilling and assaying, and rising input costs on everything
from fuel to geoscientists, significantly increased the costs of exploration during the upswing.
As a consequence, the substantial increases in exploration budgets from 2004 to 2008 did not
result in a proportionate rise in actual activity on the ground.

While beyond the scope of the CES study to quantify, the cost of these services likely

2 The indexed metals price represents the relative change of a blend of precious and base metals prices weighted by the
percentage of exploration expenditures dedicated to each metal by the industry as reported in MEG's CES studies. This
weighting acts as a proxy for the relative importance of each metal within the mining and exploration industry at a given
time.

Figure 1: Estimated Worldwide Exploration Budget Totals
(excluding uranium), 1993-2009
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peaked in 2008, before falling somewhat later in the year and into 2009 as demand for services
declined along with exploration budgets. As an example, one major drilling company reported
its rig utilization rate dropped from nearly 100% in mid-2008 to about 60% in early 2009. In
addition, many exploration companies also reduced their exploration staff in 2009—those in our
study that reported comparable figures in 2008 and 2009 shed an aggregate of 16% of their
exploration-related geoscientists.

In late 2008 and early 2009, some analysts presented the expected decline in exploration
cost as a “silver lining” in the overall decline in exploration spending, suggesting companies
that did spend on exploration in 2009 would accomplish more with the same dollar. It seems,
however, that this may not have been the case; when interviewing companies about their 2009
exploration plans, MEG asked about the year-on-year change in exploration costs each company
was experiencing in 2009. While the overall response rate was low compared with the number
of companies covered by the study, those that responded with reasonable data expected an
average decrease in exploration costs of less than 5% relative to 2008.

JUNIORS LED THE DECLINE, BUT SHOWED SOME RESILIENCE

After six years of increased exploration budgets—including five years of growth averaging almost
60% annually—junior companies’ aggregate exploration total fell by more than half in 2009.
Not surprisingly, junior explorers led the decline in nonferrous exploration budgets in 2009,
accounting for about 60% of the overall drop. Major and intermediate companies’ aggregate
2009 exploration budgets also declined significantly, but the cuts were not as deep; as a result,
the majors accounted for the largest share of the 2009 exploration total for the first time since
being eclipsed by the juniors in 2004 (see Figure 2).

Contrary to the bleak attrition rates that some analysts were predicting for the junior sector
in late 2008, most of the decline in junior exploration allocations in 2009 was due to deep cuts
across the sector, rather than from the demise of half the group. In fact, the number of juniors
actively exploring dropped just 6% from 2008 to 2009. While some of this decline was due to
attrition among the junior ranks, a number of juniors simply stopped exploring to conserve the
cash they had in an effort to survive in the short term.

JUNIOR FINANCINGS REBOUND

The juniors’ dependence on equity financing to fund exploration is what makes them the most
volatile sector of the industry. Demonstrating the impact of the market crisis on the juniors, Figure 3
shows the sharp decline in significant exploration-related financings* for precious and base metals
by junior companies over the latter half of 2008, compared with the amounts raised in 2006 and
2007. However, after bottoming in January 2009 at a level not seen since mid-2003, significant
exploration-related financings completed by juniors rebounded sharply by year's end.

Figure 4 shows the total raised annually in significant exploration-related financings for
precious and base metals by the juniors, contrasted with comparable annual exploration budget
totals by the sector. Figure 4 demonstrates that juniors rarely spend all the money raised in the
name of exploration on actual exploration in a given year, as the money raised in one year often
carries a company into the next year. The lower-than-projected attrition rate among the juniors
in 2009 suggests that many of them followed the old adage that they should “raise money while
they can against leaner times to come” during the headier 2006-2007 period.

Figure 2: Worldwide Nonferrous Exploration Budgets by
Company Type, 2000-2009
(as a percentage of annual worldwide exploration totals)
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Figure 3: Significant Exploration-related Financings* by
Junior Companies, January 2006-December-2009
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Figure 4: Junior Company Exploration-related Financings and
Exploration Budgets* 2000-2009
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*Exploration-related financings include financings of $2 million or more for
precious or base metals (as reported in MEG's Gold and Base Metals
Exploration Activity Services) by juniors in which the company indicated all or
most of the proceeds were for exploration or general corporate purposes;

proceeds to be used primarily for acquisitions, development, or debt
servicing/repayment are excluded. The annual exploration totals shown exclude
allocations for diamonds and uranium to make them roughly comparable to the
financing data presented
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Although the financings and budget totals shown in Figure 4 are not strictly comparable
on an annual basis (apart from the fact that the financings exclude raisings of less than $2
million, many of which would also be for exploration purposes), the amount raised for exploration
in 2008 fell far short of the amount budgeted by juniors. One would expect that this shortfall
would have had a dramatic effect on the amount actually spent by the group relative to the
budgeted amount shown in the figure. As the severity of the economic crisis was not apparent
until later in the year, however, a closer examination of actual exploration spending in 2008
shows that the net shortfall in junior spending was just over 6%, as many companies had
spent the bulk of their 2008 budget prior to the market crash. Given that exploration-related
financings by juniors again outweighed exploration budgets by the sector in 2009, we expect
the aggregate amount spent in 2009 will be close to the juniors’ 2009 budget total. As well,
given the rebound in availability of capital to the juniors since bottoming in early 2009, we do not
expect to see a further decline in junior exploration budgets in 2010.

EXPLORATION DECREASED IN ALL REGIONS FOR THE FIRST TIME IN SEVEN YEARS
Figure 5 shows the regional distribution (including a subdivision of our far-reaching rest-of-
world region) of the $7.32 billion in commercially oriented nonferrous exploration allocations
(excluding uranium) by the 1,846 companies included in MEG's 2009 CES study, and a five-
year comparison of the allocations to each region as a percentage of each year’s worldwide
exploration total.

All regions experienced decreased allocations in 2009; the largest decreases in dollar terms
were in Canada and Latin America, and the smallest were in Pacific/Southeast Asia and the
United States. Latin America remained the most popular exploration destination, a position it
has held since 1994, with about 82% of its 2009 allocation directed to the traditional big five
countries—Peru, Mexico, Chile, Brazil, and Argentina. Allocations in a total of 23 Latin American
countries fell by less than the 42% worldwide average, increasing the region’s share of overall
expenditures to more than 26% (its highest percentage since 2001). Canada experienced the
largest decrease of any region in 2009 (falling by more than half), dropping it to third place with
16% of worldwide allocations. Canada had held the second spot since overtaking Australia in
2002.

For the first time ever, MEG's rest-of-world region (including Russia, China, and Mongolia,
which together accounted for almost two-thirds of the region’s total, and 37 other countries in
Europe, mainland Asia, and the Middle East) moved into second place. Planned expenditures in
this region were down just a third from 2008, increasing its share of worldwide exploration to
17%. Africa dropped from third to fourth position in 2009, its share remaining at 15%; major
exploration destinations on the continent included South Africa, Democratic Republic of Congo,
Angola, Ghana, and Tanzania. Australia appeared firmly entrenched in fifth place, with almost
13% of the total. The United States remained in sixth place with almost 7% of the global total,
its lowest percentage ever. The Pacific/Southeast Asia region experienced the smallest drop
(32%) in spending in 2009; allocations represented more than 6% of the worldwide total and
were only a few million dollars behind the United States. The traditional big three—Indonesia, the
Philippines, and Papua New Guinea—attracted almost three-quarters of the region’s total.

Figure 5: Worldwide Nonferrous Exploration Budgets by Region

Exploration Budgets by Region, 2009
(1,846 companies’ budgets totaling $7.32 billion)
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TOP TEN COUNTRIES SHOWED INCREASING EMPHASIS ON PERU AND RUSSIA

The adjacent figure illustrates the distribution of 2009’s exploration budgets for the top ten
individual countries (as well as the total for all other countries), which accounted for 67% of

the overall budget total. Although their relative positions shifted, the top ten countries were the
same as in 2008. Canada and Australia continued to head the list, although their percentages
of the worldwide total both decreased, with Canada’s lead over Australia narrowing for the third
consecutive year. Peru took the third position in 2009, as its allocations dropped just 29% from
2008. Although Peru edged the United States by a slight margin, it was the first time the latter
was not among the big three. Russia moved from sixth to fifth place, Mexico dropped from fourth
to sixth, Chile remained in seventh spot, while China rose from tenth to eighth, bumping Brazil

and South Africa to ninth and tenth place respectively.

GOLD REGAINED ITS STANDING AS TOP EXPLORATION TARGET

Figure 7 illustrates the distribution of the $7.32 billion in exploration allocations by target for
companies surveyed in 2009 (excluding uranium), and a five-year comparison of the allocations
to each target as a percentage of each year’s worldwide exploration total.

Following at least six years of increases for almost all nonferrous minerals, exploration
allocations for gold, base metals, diamonds, platinum group metals, and other targets decreased
in all regions of the world in 2009. After one year as the top exploration target, with a record
41% share of overall exploration spending, aggregate base metals allocations (copper, nickel, and
zinc) fell by almost half to represent a more historically consistent 36% of the total.

Gold allocations also fell in 2009, but the decline was much less steep, and as a result gold’s
percentage of total spending rose from an all-time low of 39% in 2008 to 48% in 2009, to
regain its position as the top exploration target after dropping below base metals in 2008 for
the first time in the 20-year history of the study. The traditional big three geographical areas—
Canada, Australia, and the United States—attracted a little less than 40% of the 2009 gold
total. Ten countries—Mexico, Russia, China, Peru, Brazil, Chile, Colombia, Ghana, Argentina, and
South Africa—accounted for another third, with the rest spread over 100 other countries.

Diamond exploration budgets recorded the largest year-on-year decrease in percentage
terms, falling by 59%. Planned diamond spending in 2009 was the smallest amount budgeted
since 2003, reducing diamonds’ percentage of overall exploration allocations from 8% in 2008
to 5% in 2009, the lowest share since MEG began the CES study. Africa remained the most
popular location for diamond exploration for the sixth year in a row, with its share of overall
diamond allocations increasing to almost 50%, led by Angola and South Africa. Canada’s share
of total diamond budgets dropped sharply, from about 32% to 18%.

PGM exploration fell to just 2% of the 2009 total, as its share of global spending continued to
erode since reaching a high of 6% in 2002 and 2003. Almost half of 2009’s PGM spending was
destined for South Africa, with Canada and Russia receiving about 20% and 13% of total PGM
allocations respectively. Aggregate budgets for targets other than gold, base metals, diamonds, and
PGM were down 47% from 2008, falling almost one percentage point to 9% of overall spending.

URANIUM EXPLORATION SURPASSED DIAMONDS FOR THE SECOND YEAR

Although not included in the figures used in this report, the CES began covering uranium
budgets in 2007; our 2009 study included 319 companies reporting uranium allocations, with
the decline in aggregate uranium budgets paralleling the 42% year-on-year slide in worldwide
budgets from 2008. Uranium spending represented more than 8% of the $7.98 billion in
worldwide exploration budgets covered when including uranium, a higher percentage than the
20009 allocation for diamonds this year.

Base Metals

Figure 6: Exploration Budgets for the Top Ten Countries, 2009
(top ten countries account for 67% of 2009 total budgets of $7.32
billion)
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Figure 7: Worldwide Nonferrous Exploration Budgets by Target

Exploration Budgets by Target, 2009
(1,846 companies’ budgets totaling $7.32 billion)
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MINESITE BUDGETS FARED BETTER IN THE DECLINE

In 2009, allocations for all three exploration stages decreased from the peak levels achieved

in 2008, as the global economic crisis and declining prices for almost all mineral commodities
took their toll. Grassroots budgets decreased the most (down 48%), followed by late stage
(down 43%), to account for about 32% and 41% of the worldwide budget respectively, while
minesite budgets decreased by a relatively modest 29% and increased their share of the global
total to just over 27% (see Figure 8). Late-stage spending outweighed grassroots for the fifth
consecutive year, continuing the steady erosion in the proportion of budgets allocated to early-
stage work from a peak of 53% in 1996 to the 2009 nadir. Conversely, minesite’s 27% share
of the total was its highest since the CES studies began in 1989, continuing to rise from the
previous high of 22% reached in 2008. Late-stage allocations remained relatively stable at
40%-43% since surpassing grassroots in 2005.

While companies in all sectors cut their grassroots exploration, the junior sector accounted for the
largest share of the decline, with juniors accounting for 41% of the total grassroots budget in 2009,
compared with 55% in 2008, as the average junior grassroots budget dropped by more than half.
The drop in juniors’ grassroots budgets was not surprising in a recession, as most juniors rely on equity
investors to fund exploration. When funding becomes tight, more speculative grassroots spending by
this group tends to fall as those that do have money focus on advancing later-stage projects.

Since surpassing the majors in 2002, the junior sector has accounted for the largest share
of late-stage spending and more than half of the annual late-stage total since 2003. However,
since accounting for a high of 65% in 2005, the juniors’ share has continually decreased, sliding
t0 53% in 2009.

Minesite budgets experienced the smallest year-on-year decrease of any stage, down 29%.
Since 2006, majors, intermediates, and juniors (although by definition, the majority of juniors
are not producers and therefore have no minesite allocations) have all allocated an increasing
share of their aggregate budgets to minesite exploration, primarily at the expense of grassroots
and, more recently, late-stage exploration. The emphasis producers place on minesite exploration
is more clearly depicted by the proportion of their overall budget directed to minesite work:
the almost 300 minesite explorers in the 2009 study allocated 64% of their total budgets to

minesite exploration, compared with 27% when all companies are included.

Figure 8: Worldwide Nonferrous Exploration Budgets by Stage
of Development

Exploration Budgets by Stage, 2009
(1,846 companies’ budgets totaling $7.32 billion)
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LOOKING FORWARD

The world fell into the worst economic and
financial downturn in decades in the latter half quickly as it did.
of 2008, and as the severity of the global crisis Metals prices are the primary driver of

accelerated through the remainder of that year, exploration spending. While they have not

the industry as a whole, would begin to recover as

to increase somewhat in 2010. Early signs

are that many major, intermediate, and junior
explorers are planning modest to substantial
increases in their exploration budgets for 2010.

prices for all metals but gold slumped to levels

not seen for several years. While some may have
predicted the decline in prices, most were surprised
by the speed and severity of the fall-off, and all
companies suffered significant erosion in their
market capitalization. Similarly, as most analysts
were predicting a long and protracted global
recession and a grim outlook for global demand,
few would have guessed that metals prices, and

reached the peak levels seen in late 2007 and
early 2008, most have improved steadily since
bottoming in early 2009 and are again trading
above their long-term trends. Although metals
prices (and the economy in general) remain
vulnerable to setbacks, with some showing signs
of weakness in early 2010, the general consensus
among industry watchers is that most metals

prices will remain relatively firm and are expected

Barring a significant setback in metals prices
prior to midyear, we expect that most explorers
will follow this trend, resulting in a healthy
increase in worldwide exploration allocations
in 2070.

Jason Goulden
Vice President, Research

Metals Economics Group
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he deluge of information now available and the speed of change underline the need for new ways

to perform up-to-date effective analysis. This year, Metals Economics Group is launching a series

of new services and existing service upgrades that will provide clients with powerful new analytic

capability, while extending the high-quality information that we have been providing for thirty years.

Founded in 1981, MEG is the world leader in mining industry information and analysis on global

minerals exploration, development, and production; strategic planning issues; and acquisition activity.

With a focus on both strategic and tactical business needs, our services support wise decisions—helping

clients keep their finger on the pulse of global developments and emerging trends.

Clients benefit from our painstaking commitment to accuracy, thirty years of experience, unbiased

approach to reporting and analyzing the latest trends and issues, excellent relationships with other

industry experts, and our responsive, personal approach to customer care.

Our clients include mining companies, financial firms, service and equipment providers, governments,

and consultancies. Our services help clients
- Generate acquisition targets
- Track competitor intelligence
- Benchmark

- Perform due diligence

- Identify potential buyers

« Generate client lists
« Maintain watching briefs
« Perform “what if” scenarios
- Produce in-depth,
detailed analysis

« Verify and support inhouse
project and company databases

« Develop mineral policy

For more information on how
we can be of service to you,
please visit our web site at
www.metalseconomics.com
or call 902-429-2880.

Metals Economics Group
Suite 300, 1718 Argyle Street
Halifax, Nova Scotia

B3J 3N6, Canada

Phone +1 902-429-2880
Fax +1902-429-6593
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METALS ECONOMICS GROUP SERVICES

MineSearch

The industry’s most extensive searchable

online database of global information on more
than 12,500 developing projects and mines,
with project histories dating back to 1981.
Commodities covered include precious and base
metals, diamonds, uranium, iron ore, and new in
2010, rare earths, potash, and phosphates. Also
new in 2010—full integration with our upgraded
CompanySearch database.

CompanySearch

This searchable online database of 5,000
worldwide mining companies includes company
contact information, capitalization history, and
links to the company website, stock exchange,
and regulatory filings. Company profiles list late-
stage projects with links to company-related press
releases, and to the company’s exploration budget
profile in Corporate Exploration Strategies (for

those who also subscribe to that study).

Corporate Exploration Strategies

Now in its 20th edition, this annual study is the
industry’s benchmark for exploration trends and
strategic analysis, and the only comprehensive
source of global mining exploration budgets. The
online and print study examines the exploration
activities of mining companies worldwide, and
includes information collected and meticulously
reviewed by our team of skilled analysts.

Reserves Replacement Strategies

Strategies for Nickel Reserves Replacement (May
2010), Strategies for Gold Reserves Replacement
(June 2009), and Strategies for Copper Reserves
Replacement (June 2008) present a detailed

and practical look at how major companies are
replacing their reserves and the cost per pound

or ounce to replace nickel, gold, and copper
reserves. These studies include reserves and
production profiles for major producers over ten
years, discoveries of large deposits, exploration
budgets, acquisitions and divestitures, and project
pipelines. Subscribers can do their own analysis,
using the underlying information available in online
downloadable spreadsheets.

Acquisition Services

Our Gold Acquisitions and Base Metals
Acquisitions services give our clients a competitive
edge by profiling transactions and analyzing the
cost per ounce or pound of metals acquired in
project and company transactions since 1995.

Exploration Activity Services

Our analysts meticulously review junior and
intermediate company information, including
news releases about significant new precious and
base metals discoveries; resource and reserve
announcements; exploration agreements, mergers,
and acquisitions; and financings. A searchable

online database includes activity since 1997.

Strategic Advisory Services

Industry Monitor — New in March 2010, the MEG
Industry Monitor provides continuing coverage of key
supply-side issues, using data and information only
available from MEG. The service provides a visual
overview of emerging trends in the precious and
base metals pipeline, focused on exploration, project
development, financings, and acquisitions, with
background detail included for MEG subscribers.

Strategic Report - Since 1982, MEG's Strategic
Report has provided insight into key aspects of

the mining industry, including acquisitions activity,
financings, exploration, emerging markets, new and
developing mines, and metals outlooks. In addition
to original research, reports are drawn from MEG'’s
MineSearch database, Corporate Exploration
Strategies and Reserves Replacement studies, and
Acquisitions and Exploration Activity services.

MEG Consulting - MEG Consulting helps clients
develop effective, creative, and well-grounded
responses to the changing market by providing
appropriate collaborative and organizational
learning tools and advising on internal information
strategies, and by drawing on MEG’s unparalleled
databases and ongoing analyses of the current

competitive environment.



