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SECTION 232 INVESTIGATION OUTCOME: TRUMP DUMPS RECOMMENDATION 

Investment Highlights 

 The US President announced on Saturday (Australian time) he will not 
impose quotas on imports of uranium - a rare move given the current 
Administration’s propensity for trade confrontations with the goal of 
protecting American industry. The President does not agree with the 
Department of Commerce’s (DoC) findings that foreign uranium 
imports pose a threat to national security. However, he has stated: 
“Although I agree that the [DoC] findings raise significant concerns 

regarding the impact of uranium imports on the national security with 
respect to domestic mining, I find that a fuller analysis of national 
security considerations with respect to the entire nuclear fuel supply 
chain is necessary at this time.” We note that Trump has previously 
highlighted a desire for a strong domestic nuclear industry.  

 And so it goes... In light of the above, a United States Nuclear Fuel 

Working Group (Working Group) will be established to develop 
recommendations for reviving and expanding domestic nuclear fuel 
production.  The Working Group, is required to submit a report to the 
President setting forth the Working Group’s findings and making 
recommendations to further enable domestic nuclear fuel production, if 
needed, by 11 October 2019. 

 …The wait shall continue. We previously stated that, regardless of the 

Section 232 investigation outcome – domestic quotas or not – it would be 
positive for uranium price as it would give certainty to the uranium buyers 
to resume purchasing uranium. We maintain this view, however, this 
announcement will likely provide a further 90 days of uncertainty while we 
await the findings of the Working Group. 

 Downgrade to Sell. On speculation of no domestic quotas, North 

American listed uranium companies Ur Energy Inc., Energy Fuels Inc. and 
Uranium Energy Corp traded sharply down 34%, 36.9%, and 25.7% 
respectively on Friday. However these share price reactions were prior to 
the official Administration response and the details of a Working Group 
industry review. We note that our PEN valuation is unchanged and our Sell 
rating is related more to PEN’s recent share price appreciation and the 
ongoing uncertainty in the uranium market that the abovementioned US 
Administration ruling may bring before utilities resume uranium purchases.  

 Valuation: $0.32/share. Our PEN valuation is based on a DCF analysis of 

the three stage development of the Lance Projects, risk weighted at 60%. 
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12mth Rating SELL 

Price A$ 0.31 

Target Price A$ 0.32 

12mth Total Return % 5.0 

   
RIC: PEN.AX BBG: PEN AU 

Shares o/s m 249.7 

Free Float % 97.7 

Market Cap. A$m 76.1 

Net Debt (Cash) A$m 4.1 

Net Debt/Equity % 5.1 

3mth Av. D. T’over A$m 0.123 

52wk High/Low A$ 0.34/0.16 

2yr adj. beta 0.93 

 

Valuation:   

Methodology  DCF 

Value per share A$ 0.32 

 

Analyst: Cam Hardie 
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12 Month Share Price Performance 

  

Performance % 1mth 3mth 12mth 

Absolute 22.0 
 

10.9 
 

17.3 
 Rel. S&P/ASX 300 19.4 3.5 
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Recommendation History 

  

  

Stock recommendations: Investment ratings are a function of Patersons expectation of total return (forecast price appreciation plus dividend 
yield) within the next 12 months. The investment ratings are Buy (expected total return of 10% or more), Hold (-10% to +10% total return) and 
Sell (> 10% negative total return). In addition we have a Speculative Buy rating covering higher risk stocks that may not be of investment grade 
due to low market capitalisation, high debt levels, or significant risks in the business model. Investment ratings are determined at the time of 
initiation of coverage, or a change in target price. At other times the expected total return may fall outside of these ranges because of price 
movements and/or volatility. Such interim deviations from specified ranges will be permitted but will become subject to review by Research 
Management. This Document is not to be passed on to any third party without our prior written consent. 
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