Inter-Citic Minerals Inc. (TSX:ICI) (ICI.TO) is an interesting one as well. The company has a significant gold resource and terrific exploration success. The company's Dachang project in Qinghai province, China, has yielded a very bullish preliminary economic assessment. The internal rate of return was well in excess of 40% and the net present value was four or five times what the market is giving the entire company. But when they released the study, the market gave them nothing for it, and I have to admit I'm not sure why. They did drop the grade of the deposit when they came out with a more rigorous resource estimate, which could be a contributing factor—but in doing that, they increased confidence in the quality of the model.

One of the things I really like about Inter-Citic is the exceptionally high correlation—something like 90%—between samples from surface soil anomalies and the trenches. In other words, where there's a soil anomaly they've been able to dig through the dirt and find gold in the bedrock. Then they come along with the diamond-bit truth machine, and the drilling also has correlated in excess of 90% with trench results. And there are a lot of gold anomalies not yet tested. So it's a great exploration success story with a lot more potentially to come; there's a lot of gold at Dachang.

It's a very interesting place, near Tibet. It is a refractory deposit, which is more expensive to process, and it's at a significant elevation. It's in a very remote part of China, too, but road building is cheap there and there are no regulatory hurdles. In fact, they have something like a 30-year mining lease already, so there are reasons to be cautious about the economics, but they do have a positive study and seem undervalued.


From the Gold report interview with Louis James, Senior Editor of Doug Casey's International Speculator, 

