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Investing in trends is not easy. Emerging technologies such as 

the potentials of siRNA based medicine and 3D printing are 

often surrounded with hype and excitement which poses a 

significant challenge when trying to value such companies. 

Companies in these sectors often have very high valuations 

and once the average individual hears about them, they have 

often had great runs in their stock price. Even so, for those 

with the stomach and (accurate) foresight, many of these 

trends present great long-term investment opportunities. For 

example, from the 80’s to the year 2000, many software and 

technology companies skyrocketed for prolonged periods of 

time. Microsoft for example recorded a return of over 

55,000% during that time. Apple on the other hand has 

recorded a return of over 570% since the 2007 release of the 

original iPhone.  

What are the trends going to be over the next 5, 10 and 25 

years? Each of us likely has a slightly different answer, but all 

of us can point to sectors and companies which will see 

growth based on our interests, knowledge and experience. 

The ageing population in the US, the continued urbanization 

of Chinese cities, efficient things (from lighting to batteries to 

displays and engines) and the reduction in arable land per 

capita are just a few examples. Whether your interests are in 

fashion, electronics or farming, opportunities are 

everywhere.  

My challenge to you: Think of tomorrow’s trends and/or 

companies which you think are the next big thing – I would 

love to hear your thoughts and ideas. Next newsletter, I will 

focus on trends and companies you suggested.  

This newsletter however, is focused on trends I believe are 

here to stay:  

Lithium ion batteries: Over the past 20 years, lithium-ion 

batteries have slowly become the standard. Their portability, 

ability to recharge, and high power have allowed them to 

out-compete other technologies. Over the next 25 years, this 

sector is expected to see tremendous growth. There are 

many interesting Li-battery technologies out there, yet 

nobody knows which one will succeed. Earlier this year, 

A123’s bankruptcy (a government subsidized MIT spinout) 

was a stark reminder of the risks associated with this sector. I 

prefer gaining exposure to lithium ion batteries in an area I 

am more comfortable with: Mining.  

“Challenging” oil/gas: Many remaining oil deposits are 

corrosive and/or deep which poses significant challenges for 

petroleum companies. Fortunately for us, along with 

challenges come opportunities! Piping used in the oil industry 

must be very rugged – even with today’s best technology, 

these pipes must be replaced fairly regularly (2-3 years), 

costing billions in downtime and maintenance costs.  In this 

newsletter I will explore a company tackling this issue 

through nanotechnology.  

Solar and Sapphire: The market has beaten this sector to a 

pulp – with good reason. Massive government stimulus in 

China, focused on building solar infrastructure, coincided with 

The Great Recession and worldwide government solar 

subsidy cuts, resulting in massive oversupplies, bankruptcies, 

and serious challenges for remaining players. As the saying 

goes – what doesn’t kill you will only make you stronger. 

Good news: The solar and sapphire markets are not dying! 

My apologies to those who were looking forward to stock 

picks focused on the Chinese economy. There are still risks 

involved in investing in China and I opted to stay on the 

sidelines for the time being.  

To those who would like to follow my buying/selling 

activities, visit www.stockchase.wordpress.com. I plan to 

continue posting all trades on this website as they are made.  

Happy investing!  
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Canada Lithium (TSX:CLQ) is building the world’s next 

Lithium mine, expected to come to production in 2013. 

Lithium is a great way to play the Li-ion battery market 

which is expected to continue its double-digit growth over 

the next decade. Since 2008, most metal prices have 

suffered significantly; Lithium however, has marched on 

from 5,500$ to 6,600$. In addition, downstream 

manufacturers have recently demonstrated a strong interest 

in gaining a steady supply of this metal (a bullish signal), 

highlighted by the recent acquisition of Talison Lithium. 

Why Canada Lithium? 

A. Management: The management team has significant 

mining experience and has demonstrated their ability to 

lead in their previous roles. The COO has previously 

developed the $450 million Essakane open-pit project for 

IAMGOLD and the CEO has developed three mines in 

Australia and two in China. Also noteworthy: the 

company has been able to construct a mine on schedule 

and within budget (a rare feat these days). 

B. Cash cost: Cash costs of their lithium carbonate product 

is estimated to be 3200$/ton – placing them about mid-

way on the cost curve among producers. 

C. Location: Quebec. This jurisdiction has been consistently 

ranked among the world’s best for mining. 

D. Permitting: All permits in place. 

E. Off-take agreements: Canada Lithium has signed off-take 

agreements for 100% of their lithium production until 

2016. This is important for the lithium market since there 

is no open market for the metal (Molybdenum, Tungsten 

and Graphite are other examples of metals with no open 

markets).  

F. Financing: Fully Financed 

G. Project economics: NPV of $456MM, IRR of 37%.  Life of 

Mine (LOM): 20 years 

H. Timeline: Full production by end 2013. Commissioning of 

has already started. 

I. Valuation: CLQ is significantly undervalued relative to 

peers. To obtain the same valuation as the cheapest 

current lithium producer based on EV/EBITDA for the 

next year out, CLQ would have to move up 175%, to 

$1.82/share. Using the valuation of the acquired Talison 

Lithium – CLQ’s share price would be 2.75$ – a 410% 

increase from today’s price. 

J. Future supply/demand: The recent buyout of Talison 

further demonstrates the tight supply/demand the 

lithium market is seeing. Price forecasts for the next 

decade are estimated to be around 6,600$/ton (see 

Roskill and USGS reports). 

 

 

 

 

 

 

 

Risks 

Risks for Canada Lithium include a downturn in commodity 

prices and start-up challenges.  

 

Holdings 

Current holding: 6% of portfolio, Purchase price: 0.67$ 

The stock has had a great run in the past few days and is 

technically overbought. Wait for a pullback to the ~0.75$ 

level. 

 

 

 

 

 

 

Figure 1: Lithium Carbonate price from 1995-2011 

http://www.newswire.ca/en/story/1084921/chengdu-tianqi-agrees-to-acquire-talison-lithium
http://www.roskill.com/reports/minor-and-light-metals/lithium
http://info.gemcomsoftware.com/blog/bid/138461/World-lithium-demand-to-surge-USGS-forecasts
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Abakan (OTC: ABKI) is our first venture into a non-resource 

company. Nanotechnology has always fascinated me and 

I’ve always kept my eye open for interesting investments in 

this sector. It’s not called the “Third Industrial Revolution” 

for nothing.   

Abakan aims to revolutionize the industrial/infrastructure 

asset protection/life extension market.    

Why Abakan? 

A. Core technology: Their technology closest to commercial 

adoption is CermaClad, targeting the oil/gas market. 

Around 70% of the world’s remaining oil reserves are 

high sulfur “sour” crude. Because of this, the pipes used 

to transport the oil must have a cladded interior to 

extend their life. The global market for cladded pipes 

(including only oil/gas) is estimated to be ~$2Billion/year. 

Abakan’s technology can produce cladded piping which 

lasts 3X longer and which can be produced 15-80X faster 

than current technologies.  

B. Supply/Demand: Very strong and growing demand for 

cladded pipes.  

C. Management: Management appears competent. The 

current CEO has taken a few companies public. They also 

have a world expert in the field of material science 

working with them.   

D. Valuation: A current market cap of US$172 Million. They 

are planning on starting their first 1-line pipe cladding 

facility in 2013, which will eventually bring in an 

estimated $12MM net income/year. Within the next 

year, they plan on building a second 4-line facility in 

Brazil, bringing in a total $60MM of net income/year. 

Assuming the completion of these two facilities by 2015 

(management estimates a completion by end 2013), the 

stock price would be over $14, representing a significant 

premium over today’s price of $2.75. A PE ratio of 30 was 

assumed along with an estimated $30MM in dilutive 

capital required to fund the facility. 

E. Value proposition: Pipes produced by Abakan will sell for 

approximately double the price of current cladded pipes 

and last approximate 3X longer. Although this does not 

seem like much of a competitive advantage, the costs 

associate with downtime due to repair are much greater 

than the costs of the pipes themselves (Management 

discussion and analysis – Dec 5
th

 2012).  

Risks 

Abakan seems like a great story, but the challenges facing 

them are not to be underestimated. Firstly, their cash 

position is slim, and they will need to raise capital either by 

debt or equity very soon in order to build their 1-line facility. 

In addition, the 4-line Brazil Facility depends entirely on 

Petrobras’ approval, expected sometime in the next 6 

months.  

Holdings 

Due to the risks and questions associated with their 1-line 

and 4-line facility, a position has yet to be taken, although 

this company is being closely monitored. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 2: Abakan stock price 
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GT Advanced Technologies (NYSE:GTAT) has been beaten up 

bad. The solar/sapphire market does not look good for the 

next year or so, so do not expect this stock to rocket higher 

immediately. The story here is about the long term growth 

in solar, LEDs and unbreakable smartphone screens. The 

shakeup the industry has experienced will undoubtedly be 

good for the sector in the long run since competition is now 

scarcer and downstream solar/LED manufacturers are 

focusing on increasing efficiency and reducing costs to gain 

market share. This ultimately benefits GTAT since they 

provide the means to achieve these goals.  

Why GTAT? 

A. Core technology: GTAT produces the machines used to 

create pure silicon and sapphire ingots which are then 

sliced and diced to create the electrodes used in LEDs 

and Solar Cells. The LED market has been seeing double 

digit growth and although the solar market is currently 

flat – the long term trend is up. Sapphire is transparent 

and extremely resilient (over 300% stronger than glass). 

Over the past year, there have been consistent rumors 

that one of the major phone manufacturers is developing 

an “unbreakable” touch screen smartphone display using 

Sapphire. This development would completely transform 

the sapphire market and provide GTAT with significantly 

more revenues than they currently have.  

B. Supply/Demand: GTAT has a very strong foothold in 

China which is where you want to be since most 

solar/LED/electronic manufacturers are established 

there. That being said, demand is very shaky at the 

moment. Management expects that 25% of their backlog 

will be cancelled along with significantly lower demand in 

2013, possibly extending into early 2014.  

C. Management: Management has been very transparent 

about the challenges they have been facing along with 

providing clear revenue and earnings expectations. In 

addition management has done a great job maintaining 

profitability during these difficult times (~35% margins). 

D. Valuation: The market cap of this company is around 

$400MM. The company has $400MM in the bank and 

has a backlog of $1.2B. Using management’s recently 

released earnings estimates for 2013, the current price of 

the stock would translate to a PE ratio of 5.5- 9.9 by end 

of 2013. Management expects to remain profitable 

throughout 2013.  

E. Value proposition: Within the next year, they are rolling 

out their long awaited n-type silicon manufacturing 

equipment which enables solar cell efficiencies of 22-

24%, up from today’s 10-18%. In addition to the already 

high demand for sapphire, the market could experience 

an even sharper increase in demand due sapphire 

adoption in smartphones, which is expected to start in 

2013. A 5% adoption is smartphone use would nearly 

double the sapphire market.  

Risks 

Although management has been very transparent about 

current market conditions, the risk of a sharper downturn is 

still a possibility. This would negatively affect the stock price 

in the short term.  

Holdings 

The strong financial position of GTAT, large backlog of orders 

and the continued growth in sapphire and next generation 

solar cells should enable GTAT to outperform over a longer 

term horizon.    

Current holding: 5% of portfolio with intent on accumulating 

more over the next 6 months. Purchase price: $3.47 
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Since last update, positions in Sandstorm Metals and Energy 

were decreased due to unnecessary risk associated with a 

high portfolio weighting. Eventually all holdings will be 

capped at 10%. For those who purchased Woulfe, hang on 

tight, for those who have not, this is likely a good buying 

opportunity, with news expected in the near future. A 

position was initiated in Baidu (Chinese equivalent of Google) 

due to a cheap valuation and strong fundamentals. Baidu was 

sold after 2 days due to a 10% pop in share price. I plan to re-

initiate a position in the near future. For those who are new 

to this game: Please ensure to maintain a balanced portfolio 

as nothing is ever a guarantee. Stocks on my watch list: 

Alderon Iron Ore, Northland Resources, Curis Resources, 

Abakan, Baidu and Apple. Below is a summary of current 

holdings and performance as of January 11
th

 2013. 

You can sign up at www.stockchase.wordpress.com to obtain 

notifications when trades have been made. 

 

 

Company (Ticker, Dividend) % Holding Purchase Price* Last Modified Gain/Loss** 

Woulfe Mining (TSX.V:WOF) 11% 0.38$ Dec 3rd 2013 (2.79)% 
Sandstorm Metals and Energy (TSX.V:SND) 7% 0.50$ Dec 3rd 2013 0.00% 
Sprott Physical Asset Trust (NYSE:PSLV) 16% 13.33$ Dec 3rd 2013 (1.25)% 
Colossus Minerals (TSX:CSI) 8% 4.20$ Dec 3rd 2013 1.50% 
Canada Lithium (TSX:CLQ) 6% 0.67$ Dec 4th 2012 0.36% 
GT Advanced Technologies (NYSE:GTAT) 5% 3.47$ Dec 14th 2013 (0.25)% 
Other holdings/Cash 47% -- -- -- 

 

*Indicated price is either the purchase price or price at newsletter release for stocks with no purchase date/price.  

**Overall portfolio gain/loss 

 

Resource Companies: Holdings, Ore, Timeline 

Company\Resource  Holding Resource Timeline 

Canada Lithium 6% Lithium 0-2 years 

Colossus Minerals 8% Precious Metals 0-2 years 

Sandstorm Metals and Energy 7% Varied 1-3 years 

Sprott Physical Silver 16% Precious Metals 1-4 years 

Woulfe Mining 11% Tungsten 2-3 years 
 

 

 

 

 

 

 

Current and target asset distributions 

  IT Resources Biotech Cash 

% Holdings 5% 48% -- 47% 

Target 20% 45% 20% 15% 

# Holdings 1 5 -- -- 

Target 4-5 6-8 4-5 -- 

Portfolio and Updates 

http://www.stockchase.wordpress.com/
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Figure 3: Stock Price of First Solar (leading solar manufacturer) 

 

Investing in trends does not always turn out as planned. A 

great example of this is currently happening in the solar 

industry. For years this sector was red-hot and companies 

were making great margins. In the last few years however, 

there has been major oversupply issues and solar 

manufacturers still doing business are currently selling below 

cost. If you invested in the market-leading First Solar in 2008, 

it would be worth a mere 1/10
th

 its value today. How could 

you have saved your money if you did invest in this stock?  

For the past year or so I’ve been actively applying Technical 

Analysis to assist in the buying/selling of stocks. Technical 

Analysis requires more work than a buy and hold strategy and 

it also doesn’t always work, but in my opinion, it is an 

effective way of reducing downwards risk. In my next 

newsletter I will provide thoughts on Technical Analysis, as 

well as focus on some trends recommended by you.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Next time… 


