
August 3, 2016

Research #19
Rare Earth Elements (REEs)

Carbonatites – The Cornerstones 
of the Rare Earth Space

When Commerce Resources Corp. attended the Argus Metal Pages REE Conference 
a month ago in Denver, Colorado, they were the only REE junior present that was 
active on their project. Yes, there were other REE juniors in attendance, but these 
were companies working on new technologies, as alternatives to the industry standard 
of solvent extraction (SX). And no, Commerce Resources is not looking for success 
from any new technologies as standard processing works very efficiently for Ashram. 
No doubt, the REE market has changed dramatically in the last 5 years, and the main 
takeaway from this conference is something that would probably surprise most market 
pundits. It’s that everyone can see the exponential drop in prices over the last 5 years, but 
very few realize that actual REE demand and usage have increased over the same time 
period. These seemingly contradictory trends, with lower prices not being a reflection of 
lowered demand, is something highly unusual, and the simple answer for this behaviour 
is that prices went too high in the aftermath of the panic in the streets following the 
Senkaku boat incident and the Chinese cutting off supplies to Japan. Additionally, 
the fallout from 2011 means that there has been at least one general design change 
in the permanent magnets and their REE recipe, coming from the work of Siemens. 
This change of recipe has reduced the percentage amount of dysprosium being used 
– a negative to any REE junior whose economics are mostly tied into the value of 
dysprosium – and then the concomitant percentage increase in either neodymium or 
praseodymium. This means that the REE market has actually morphed into being even 
more in line with the distribution of the Ashram Deposit than it was previously – a 
deposit which has a leading global enrichment in those magnet feed REOs.
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The Big Bad Wolf (market correction) came along, so he huffed and puffed and blew down 
the houses made of straw and sticks, but he couldn`t blow down the house made of stone.
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Comparing the Ashram REE Deposit of Commerce Resources Corp. 
with the majority of active global REE producers demonstrates 
that Ashram has fundamentals that could give it arguably the best 
economics of all known REE development projects. The reasoning 
behind this seemingly bold statement is quite simple: 

Ashram shares the similarities of geology and mineralogy with 
the majority of REE producers, including the Chinese majors. 
For that reason, Commerce does not need to look for a new 
technology (or a “Hail Mary Pass”, as the other juniors are doing). 
In this respect, it should not surprise that more than 80% of current 
global REO production is dominated by the rock type carbonatite. 
Thus, if you want to build a successful REE company you need to 
make sure you have the right (carbonatite) foundation, otherwise 
your chances are dim to say the least. 

While over 150 rare earth minerals exist, only 4 have been 
commercialized: Monazite, bastnaesite, xenotime and loparite, 
out of which the first 3 account for more than 80% of global 
REO production (current and historic), with the remainder being 
dominated by the ion-absorption type clay deposits in China. Being 
commercialized is the key point here, in that only those minerals 
out of a total of more than 150 have been processed at a profit. 
Further, only monazite, bastnaesite and xenotime mineralogies 
are amenable to producing high-grade mineral concentrates of 
>40% REO. As Ashram is a carbonatite deposit enriched in those 
3 REE minerals, it has been able to demonstrate successfully, and 

repeatedly, its ability to produce high-grade (>45% REO) mineral 
concentrates at high recoveries (>75%). The same is true for most 
other global REE producers, current and historic.

The second takeaway is that the REE market demand has actually 
increased over the last years while at the same time prices have 
dropped – and this is a highly unusual, if not Black Swan type of 
event. 

The third point to consider is that the change in magnet recipe 
has actually turned the largest sector of demand for REEs further 
towards the natural distribution of the Ashram Deposit. The 
result is that dysprosium is needed less and that neodymium or 
praseodymium is needed more. Ashram is a global leader in those 
magnet feed REOs. Dysprosium is enriched at Ashram, providing a 
nice spice to the deposit’s leading enrichment in neodymium and 
praseodymium. Ashram’s well-balanced distribution is anchored 
firmly in the magnet feed REOs which have the most stable long-
term market fundamentals. 

Bottom-line: Ashram is the only REE deposit in development that 
has all of the ingredients needed to go into production (when 
compared with historic and current producers on a global scale): 

1) the right foundation (carbonatite host rock)
2) the right minerals (commercialisable/processable minerals)
3) the right elements (marketable products in high demand)
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Disclaimer and Information on 
Forward Looking Statements:
All statements in this report, other than 
statements of historical fact should be 
considered forward-looking statements. 
Much of this report is comprised of state-
ments of projection. Statements in this 
report that are forward looking include 
that REE and metal prices are expected to 
rebound; that Commerce Resources Corp. 
or its partner(s) can and will start exploring 
further; that exploration has or will discov-
er a mineable deposit; that the company 
can rais sufficient funds for exploration or 
development; that any of the mentioned 
mineralization indications or estimates are 
valid or economic. Such statements involve 
known and unknown risks, uncertainties 
and other factors that may cause actual 
results or events to differ materially from 
those anticipated in these forward-look-
ing statements. Risks and uncertainties 
respecting mineral exploration and mining 
companies are generally disclosed in the 
annual financial or other filing documents 
of Commerce Resources Corp. and similar 
companies as filed with the relevant secur-
ities commissions, and should be reviewed 
by any reader of this report. In addition, 
with respect to Commerce Resources 
Corp., a number of risks relate to any state-
ment of projection or forward statements, 
including among other risks: the receipt of 
all necessary approvals and permits; the 
ability to conclude a transaction to start or 
continue development; uncertainty of fu-
ture REE and metal prices, capital expendi-
tures and other costs; financings and addi-
tional capital requirements for exploration, 
development, construction, and operating 
of a mine; the receipt in a timely fashion 
of further permitting for its legislative, pol-
itical, social or economic developments in 
the jurisdictions in which Commerce Re-
sources Corp. carries on business; operat-
ing or technical difficulties in connection 
with mining or development activities; the 
ability to keep key employees, joint-venture 
partner(s), and operations financed. There 
can be no assurance that such statements 
will prove to be accurate, as actual results 
and future events could differ materially 
from those anticipated in such statements. 
Accordingly, readers should not place 
undue reliance on forward-looking infor-
mation. Rockstone and the author of this 
report do not undertake any obligation to 
update any statements made in this report.

Disclosure of Interest and 
Advisory Cautions: 
Nothing in this report should be construed 
as a solicitation to buy or sell any securities 
mentioned. Rockstone, its owners and the 
author of this report are not registered 
broker-dealers or financial advisors. Before 
investing in any securities, you should 
consult with your financial advisor and 
a registered broker-dealer. Never make 
an investment based solely on what 
you read in an online or printed report, 
including Rockstone’s report, especially 
if the investment involves a small, thinly-
traded company that isn’t well known. 
The author of this report is paid by Zimtu 
Capital Corp., a TSX Venture Exchange 
listed investment company. Part of the 
author’s responsibilities at Zimtu is to 
research and report on companies in 
which Zimtu has an investment. So while 
the author of this report is not paid 
directly by Commerce Resources Corp., 
the author’s employer Zimtu will benefit 
from appreciation of Commerce Resources 
Corp.’s stock price. In addition, the author 
owns shares of Commerce Resources Corp. 
and would also benefit from volume and 
price appreciation of its stock. In this case, 
Commerce Resources Corp. has one or 
more common directors with Zimtu Capital 
Corp. Thus, multiple conflicts of interests 
exist. The information provided herewithin 
should not be construed as a financial 
analysis but rather as an advertisement. 
The author’s views and opinions regarding 
the companies featured in reports are his 
own views and are based on information 
that he has researched independently and 
has received, which the author assumes to 
be reliable. Rockstone and the author of 
this report do not guarantee the accuracy, 
completeness, or usefulness of any content 
of this report, nor its fitness for any 
particular purpose. Lastly, the author does 
not guarantee that any of the companies 
mentioned will perform as expected, 
and any comparisons made to other 
companies may not be valid or come into 
effect.  Please read  the entire Disclaimer 
carefully. If you do not agree to all of the 
Disclaimer, do not access this website or 
any of its pages including this report in 
form of a PDF. By using this website and/
or report, and whether or not you actually 
read the Disclaimer, you are deemed to 
have accepted it. Information provided is 
educational and general in nature.
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Rockstone is a research house specialized 
in the analysis and valuation of capital 
markets and publicly listed companies. The 
focus is set on exploration, development, 
and production of resource deposits. 
Through the publication of general 
geological basic knowledge, the individual 
research reports receive a background 
in order for the reader to be inspired to 
conduct further due diligence. All research 
from our house is being made accessible 
to private and institutional investors 
free of charge, whereas it is always to be 
construed as non-binding educational 
research and is addressed solely to a 
readership that is knowledgeable about 
the risks, experienced with stock markets, 
and acting on one’s own responsibility. 

For more information and sign-up for free 
newsletter, please visit: 
www.rockstone-research.com

Research #19  | Commerce Resources Corp.

http://rockstone-research.com/index.php/en/s_article/218
http://www.profbocker.ch/index.php/en/
http://www.elementum-deutschland.de/en/team.html
www.rockstone-research.com

