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China’s secret Trump card: Could Beijing deprive our
military of critical defense components?

By John Moody of FoxNews.com on
February 3, 2017

Candidate Donald Trump promised to
bring jobs back to America, rebuild our
military, and on trade get tough with
China, which he said was “raping” our
economy. President Trump may find his
administration the victim of exactly the
job-exporting policies he railed against
and face the very real possibility that
China could cut off U.S. access to 17 rare
materials vital to our advanced aircraft
and guided missile systems.

Among major U.S. military projects im-
periled by a potential China squeeze play
is a $340 billion Navy program to create
new, Columbia-class nuclear submari-
nes, and a new electro-magnetic aircraft
launch (EMAL) system, which the Navy
hopes to use for catapults that launch
planes from aircraft carriers.

The 17 materials, known as rare earth
elements (REE), are essential to the
production of the high-performance
permanent magnets used in both those
systems, as well as in motors and missi-
les, GPS systems, satellite imaging, night
vision goggles, and consumer products
like smartphones and flat television
screens. And for precisely the reasons
Candidate Trump cited for the decline
of American manufacturing and the loss
of U.S. jobs, China is now in a position to
cut off our supply of processed rare earth
elements if it feels Trump is pushing too
hard on trade and economic issues—or
anything else.

“Absolutely, China could cut off the supply,’
said Jeff Green, a defense industry analyst
in Washington, D.C.“Processing rare earths
is the end of the hose. China controls the
spigot the hose is attached to.

This dire situation came about largely
as a result of a U.S. decision to rely on
China, which is estimated to produce
90 percent of all processed rare earth

elements sold to U.S. consu-
mers, including the Pent-
agon. In 1995, the Clinton
administration allowed two
U.S. rare earth producers, in
North Carolina and Indiana
(the home state of Vice Pre-
sident Mike Pence) to go out
of business. They transferred
their production capacity

to China, leaving it as the
world’s only large-scale REE
supplier.

The supply chain worked
smoothly until 2010, when
the Japanese navy detained
a Chinese fishing boat as
part of a territorial dispute.
China promptly choked

off REE sales to Japan, and
imposed worldwide supply
quotas. Almost overnight,
the price of REEs soared 4,000 per cent
worldwide, demonstrating China’s ability
to control the market at will.

Sensing an opportunity, a Colorado-ba-
sed company called Molycorp tried to
ramp up American REE production, using
a mine and plant in southeastern Cali-
fornia known as Mountain Pass. When
China lost a World Trade Organization
challenge and revoked its production
quotas, the price of REEs tumbled and
Molycorp found itself refining a product
that could be made much more cheaply,
and of higher quality, in China.

The Obama administration, determined
to support renewable sources of energy,
declined to bail out Molycorp, even while
pumping hundreds of millions of dollars
into a solar panel company known as
Solyndra. Solar cells also use REEs. Solyn-
dra ended up importing solar cells from
China. The company went bankrupt, as
did Molycorp in 2015.

It is unclear what the Trump administ-
ration can do to eliminate U.S. reliance

Jan. 17,2017: China’s President Xi Jinping speaks at the
World Economic Forum in Davos, Switzerland.
(AP Photo/Michel Euler)

on China for REEs, at least in the short
term. Later this month, a court in Dela-
ware is expected to authorize an auction
to bring Molycorp out of bankruptcy,
and, potentially revive REE processing in
California.

The problem is that REE production
technology was transferred to China
during the Clinton administration, and
the Chinese are now thought to have an
insurmountable advantage.

In 1992, Chinese leader Deng Xiaoping,
said, “The Middle East has oil. China has
rare earth!”

The implications of that remark are now
being felt. They may include profoundly
challenging a U.S. president who came
to power promising to bring China to
heel.

John Moody is Executive Vice President, Exe-
cutive Editor for Fox News. A former Vatican
correspondent and Rome bureau chief for
Time magazine, he is the author of four books,
including “Pope John Paul Il : Biography.”
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The Ashram advantage: Commerce Resources
prepares for a rare earths paradigm shift

By Greg Klein of ResourceClips on
January 30, 2017

The appeal to Western markets is
obvious—an advanced, low-cost rare
earths project in a friendly jurisdiction.
So even before the recent military build-
up in the South China Sea, Commerce
Resources TSXV:CCE experienced

an increase in American requests for
concentrate samples from its northern
Quebec Ashram deposit. With the

U.S. Navy now challenging Chinese
territorial aggression, the confrontation
seems to pit two superpowers against
each other. But what does that really
indicate?

It's actually “one lonely small old
Russian-built carrier against three U.S.
Nimitz-class supercarriers,” Commerce
president Chris Grove points out.“So
when Beijing says it's going to take off
the gloves, | think they're referring to
trade”

Commerce Resources prepares for a rare
earths paradigm shift

That brings to mind the Senkaku
incident, a much smaller 2010
confrontation in the same region that
prompted China to cut off rare earths
exports to Japan, sending global supply
chains into turmoil and prices soaring.
A possible Senkaku redux is one of a
number of aspects to a global paradigm
shift that Grove sees coming, to the
benefit of Western industry in general
and Ashram in particular.

The U.S. might easily outgun China,
but China produces about 90% of the
world’s rare earths. They're essential
to several defence needs, “a fact that
really drives certain people in the U.S.
absolutely apoplectic,” says Grove.

While Westerners have struggled to
compete with China on costs, prices
mean little to the U.S. Department
of Defense, which last year began

putting money behind potential
domestic processors, Grove says. That
support complements a multi-faceted
advantage that the West is gaining
over China, he explains. The latter
country struggles with rising labour
costs and the need to finally address
its environmental woes. Meanwhile
Western countries offset their labour
costs with technological innovation
and maintain the world’s highest
environmental standards.

Even putting aside defence, demand
for rare earths continues to grow with
another global development. The
international commitment to address
climate change through clean energy,
exemplified by the Paris Agreement,
increases rare earths demand for
numerous applications ranging from
EVs to wind turbines.

In a research report last year, Chris
Berry noted that “REE usage continues
to grow at a pace well above global
GDP growth with demand CAGRs

growing anywhere from 4% to 8%, with
permanent magnet demand forecast to
lead this charge to 2020."

Clearly there’s a market for non-Chinese
sources. And Grove sees Ashram
uniquely positioned to help serve that
market. Certainly others have failed but,
he emphasizes, they lacked Ashram’s
benefits of mineralogy, metallurgy,
grade and jurisdiction—all of which add
up to lower costs.

The project reached PEA in 2012, with
an amended PEA in 2015. Since then the
company’s been busy on multiple fronts
as it advances towards pre-feasibility.

Ashram’s advantage begins with

its relatively simple mineralogy,

with carbonatite host rock and rare
earths within the minerals monazite,
bastnasite and xenotime, which
dominate commercial REE processing.

Pilot plant metallurgical tests have
quadrupled the PEA's concentrate


http://resourceclips.com/2017/01/30/the-ashram-advantage/
http://www.zimtu.com/i/pdf/ZimtuResearchMarch2016.pdf
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grade, producing 41% total rare

earth oxides and 43% TREO, both at
71% recovery. That puts the grade
well within the range of commercial
producers and does so through a
single-leach process that simplifies the
flowsheet.

Requests for concentrate samples
have come from Solvay, Mitsubishi,
Treibacher, BASF, DKK, Albemarle and
Blue Line, among others covered by
non-disclosure agreements.

Metallurgy has also found a potential
fluorspar byproduct, offering an
advantage to both revenue and opex.
Grove credits Glencore Canada’s interest
in fluorspar with the willingness of

its NorFalco Sales division to supply
Commerce with sulphuric acid on
highly favourable terms.

Proud as he is of Ashram’s high-grade,
near-surface resource, Grove anticipates
an even more impressive upgrade. The
current estimate uses a 1.25% cutoff to
show:

«measured: 1.59 million tonnes
averaging 1.77% total rare earth oxides

- indicated: 27.67 million tonnes
averaging 1.9% TREO

«inferred: 219.8 million tonnes
averaging 1.88% TREO

Commerce has since drilled another
9,200 metres, mostly infill but always
with some stepout holes as well. “In

all those drill programs, we always hit
mineralized material in the stepouts,
we always encountered less waste rock
at surface than was modelled in the
resource and we always hit zones that
were higher than the average grade,” he
says.

Ashram'’s magnet feed distribution

also has Grove enthused. Overall, the
deposit ranks with the largest producers
for praseodymium, neodymium,
terbium and dysprosium. Ashram’s
medium-to-heavy REO resource,
moreover, surpasses the producers for
those elements. And, as Grove points
out, those are critical elements.

Efforts to find
substitutes for
magnet REEs have
failed.

Benefiting both
Ashram'’s opex and
the environment
would be wind
energy, currently
being studied for the
project.

Commerce’s
environmental
commitment as well
as its community
outreach have been
recognized by the
e3 Plus Award for
social responsibility
from I'Association de
I'exploration miniére
du Québec.

The company has also received a
$300,000 provincial grant to optimize
tailings management, funding that
shows Quebec’s commitment to mining
as well as the environment. Grove calls
the province “a fantastic jurisdiction,’
one that invests directly in companies
through Ressources Québec and makes
tangible progress on the visionary Plan
Nord infrastructure program.

Following a private placement of up to
$2.5 million offered last month, Grove
looks forward to a number of near-term
milestones. Still to come are final assays
from last year’s drilling. The agenda also
calls for completing the pilot plant and
filling requests for REE and fluorspar
concentrate samples. The samples,
Grove suggests, could spur interest in a
JV or offtake agreement.

The Commerce quest for rare metals
hasn't been confined to rare earths.
Last September sampling on the
company’s property about a kilometre
from Ashram found “spectacular”
results up to 5.9% niobium pentoxide,
described by Grove as “approximately
double the grade of the largest and
longest-running niobium producer’s
head grade, CBMM'’s Araxa deposit in
Brazil.
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Ashram has undergone another 9,200 metres since its resource
estimate, often hitting even higher grades.

Commerce also holds the Blue

River project in southeastern British
Columbia. The property’s Upper Fir
tantalum-niobium deposit reached PEA
in 2011 and a resource update in 2013.

But Commerce remains very much
focused on Ashram. Whether events
in the South China Sea send RE prices
soaring, Grove sees possible increases
coming from producers boosting
revenues. But, he emphasizes, Ashram
doesn’t need higher prices. “Companies
with higher operating costs are
probably praying for higher prices,”

he says. “Commerce Resources doesn't
need them. We still have a margin at
today’s prices.”


http://resourceclips.com/2016/02/09/commerce-resources-sees-cost-cuts-for-high-grade-rare-earth-concentrates/
http://resourceclips.com/2016/02/09/commerce-resources-sees-cost-cuts-for-high-grade-rare-earth-concentrates/
http://resourceclips.com/2016/03/01/commerce-resources%E2%80%99-rare-earths-project-shows-fluorspar-byproduct-potential/
http://resourceclips.com/2016/04/07/mou-connects-commerce-resources-with-glencore%E2%80%99s-norfalco-division/
http://resourceclips.com/2016/04/07/mou-connects-commerce-resources-with-glencore%E2%80%99s-norfalco-division/
http://resourceclips.com/2016/04/21/commerce-resources-considers-wind-energy-for-its-ashram-rare-earths-deposit/
http://resourceclips.com/2016/04/21/commerce-resources-considers-wind-energy-for-its-ashram-rare-earths-deposit/
http://resourceclips.com/2015/10/08/aemq-awards-commerce-resources-for-social-responsibility-on-ashram-rare-earths-project/
http://resourceclips.com/2015/10/08/aemq-awards-commerce-resources-for-social-responsibility-on-ashram-rare-earths-project/
http://resourceclips.com/2016/06/16/commerce-resources%E2%80%99-rare-earths-project-gets-300000-quebec-environmental-grant/
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The NASA model: How the U.S. government might

help build a rare earths supply chain

By Greg Klein of ResourceClips on
February 14, 2017

The timing seems ominous. As rival
American and Chinese warships assert
themselves in the disputed South
China Sea, the United States Geological
Survey reported 20 minerals on which
the U.S. imports all of its supply.
Included are rare earths—coming
almost entirely from China, of course. It
was a 2010 conflict in the same troubled
waters between Japan and China that
caused the latter country to cut off rare
earths exports to its adversary. As other
supply chains broke apart, REE prices
went on an exponential tear. Might
China do that again and, this time, are
American decision-makers sufficiently
concerned?

They should be, say some observers.
Additionally, there also looms the
possibility of a trade war sparked by U.S.
tariffs on Chinese goods. Yet some REEs
are necessary not only for consumer
electronics and clean energy, but also
for military defence.

The 20 entirely foreign-dependent
minerals reported by the USGS
represent an increase from 19 the
previous year and 11 in 1984.The list
includes rare earths, scandium and
yttrium as three separate categories.

In February 2016 Industrial Minerals
reported that the U.S. Department of
Defense “identified 15 of the 17 rare
earths as critical over the last five years.”

Having foreseen as far back as 2009

the possibility of China using REEs as a
geopolitical strategy, Jeff Green watches
the topic from a defence perspective.

“I think about the tools China has to
retaliate and rare earths come right to
the top of the list," he says.

Green has recently served on the U.S.
House Armed Services Subcommittee
on Readiness. He's a lawyer, a member

The U.S. government shows increasing concern about relying on China for defence needs.
(F/A-18 Super Hornet jet fighter photo: Boeing)

of the U.S. Magnetic Materials
Association and the REE World Advisory
Board, a U.S. Air Force Reserve colonel
and a former USAF missile combat
crew commander. He describes his
Washington firm J.A. Green & Company
as “primarily a defence lobbying
company that’s really interested in

the nexus between national resource
security and national security.”

He finds the U.S. government’s concern
stronger and better informed than
previously. That contrasts with events
leading to what he calls the “Molycorp
fiasco,” a supposed market solution to
the 2010 shock and a strategy that he
warned against. It went on to “burn the
market to the tune of one and a half
billion dollars.”

The result? “Today we're probably in a
more dire China-dependent situation
than ever before.”

But Green sees hope in a Congressional
bill that he anticipates being introduced
within a week or so. Rep. Duncan
Hunter’s proposal would help American
companies develop domestic supplies

of REEs and other minerals critical to
defence. Assistance could come in the
form of no-interest loans, Green says.
Additionally the Department of Defense
might pay more for American products
made from American commodities,
with the government reimbursing

the difference between domestic and
Chinese costs until American companies
can compete.

As for the bill’s chances of success,
Green’s optimistic. “You've got an
administration that is very pro Buy
American, Hire American. You've got

a Congress that very much supports
manufacturing. It will be much more
pro-mining, pro-industry than we've
seen. It's not a pure free market
economic philosophy but one that will
say:‘If we've got a critical supply risk
and we've got domestic companies
that can fill that gap, then let’s invest in
America to protect our national security
and grow our manufacturing base!
“It's a totally different dynamic than
Washington’s seen in 40 years.”

Chris Berry agrees about the need for
subsidies, among other assistance. In a


http://resourceclips.com/2017/02/14/the-nasa-model/
http://resourceclips.com/2017/01/31/u-s-increases-its-dependence-on-critical-mineral-imports/
http://www.indmin.com/

research report last year the president
of House Mountain Partners and editor
of the Disruptive Discoveries Journal
warned of the cost of not creating

a supply chain outside China. In an
e-mail to ResourceClips.com he notes
that the “mine permitting, exploration
and building process would all need to
be expedited through legislation and
through subsidies. This is the only way
| see non-Chinese deposits being able
to compete with China’s RE production
costs. The good news is that as various
technologies grow in importance (such
as EVs) and existing processes grow as
well (fluid cracking catalysts), this implies
steady demand for REEs.”

While Berry considers the establishment
of new supply chains “a multi-year
endeavour,” he adds, “a focus on
recycling or funding of materials science
to minimize foreign dependence of
these materials is a reasonable near-
term solution to encourage supply chain
development.”

As for the raw materials, Green maintains
the U.S. has REE resources sufficient

for defence needs, which he says are
relatively small.“We're not trying to
compete globally in the automotive,
magnet or catalyst markets,” he
emphasizes. “We're trying to protect our
national security needs.”

Yet the Congressional bill calls

for assistance to all aspects of the
supply chain, he says, “whether that’s
processing, refinement, separation,
beneficiation, metal production, alloy
production, magnet production.”
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Support for supply chains would benefit
other sectors, he points out.“This is the
old NASA model. The government for
years invested in new technologies and
we've reaped the benefits in consumer
advancements. Just look at the refining
industry for petroleum products, at cata-
lysts, phosphors in electronics, magnets
for vehicles, battery materials. | think the
commercial applications are terrific.

“| believe the president will kind of
cheerlead this effort along,” he adds.
“That'’s really a game-changer. He’s going
to take the traditional free trade model
and turn it on its head. He'll say the rest
of the world doesn’t play by these rules
so we're going to play smarter—we're
going to treat our industries like the rest
of the world treats theirs”

(CCE.V Commerce Resources Carp. TSXW @ StockCharts.com
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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 statement of
projection or forward statements, including
among other risks: the receipt of all neces-
sary approvals and permits; the ability to
conclude a transaction to start or continue
development; uncertainty of future REE
and metal prices, capital expenditures

and other costs; financings and addition-

al capital requirements for exploration,
development, construction, and operating
of a mine; the receipt in a timely fashion

of further permitting for its legislative,
political, social or economic developments
in the jurisdictions in which Commerce
Resources Corp. carries on business; oper-
ating 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.
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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., aTSX 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.

A

Author Profile & Contact

Stephan Bogner (Dipl. Kfm., FH)
Rockstone Research

8050 Zurich, Switzerland

Phone: +41-44-5862323

Email: sb@rockstone-research.com

Stephan Bogner studied at the Inter-
national School of
Management (Dort-
mund, Germany), the
European Business
School (London,
UK) and the Univer-
sity of Queensland
(Brisbane, Australia).

Under supervision of

Stephan completed his diploma

thesis (“Gold In A Macroeconomic Con-

text With Special Consideration Of The

Price Formation Process”) in 2002.

A year later, he marketed and translated
into German Ferdinand Lips’ bestseller
(“Gold Wars”). After working in Dubai for
5 years, he now lives in Switzerland and
is the CEO of

specialized in duty-free storage of
gold and silver bullion in a high-security
vaulting facility within the St. Gotthard
Mountain Massif in central Switzerland.

Rockstone is specialized in 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 reports from our house are being
made accessible 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:


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

