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EARLIER this month, Global X Funds of New York
announced plans for two exchange-traded funds— one
for gold stocks, the other, uranium. Initialy, Bruno del
Ama, its chief executive, figured he knew which would
capture the market” s attention. After al, gold prices

have surged in recent months.

As it transpired, he guessed wrong. Global X’ s
Uranium E.T.F. —with holdings in companies like the
Cameco Corporation, Paladin Energy and Uranium
One—was a hit as soon as it went on sale Nov. 9, with
early trading volume outpacing Global X’ sgold E.T.F
by fiveto one. “I’ min shock, to be honest,” he said.

Mr. del Ama is hardly alone. Uranium industry
insiders were caught off guard by a deep run-up in spot
market prices, which are now about $58 a pound, up
sharply from the low $40s in the summer. “We all
knew it was going to happen,” says Ron F. Hochstein,
the president and chief executive of the Denison Mines
Corporation. “We just didn’ t anticipate it would

happen thisyear.”

Pats

Global X Funds of New York(=Al €&l 28&

S AL S, 7 Aol 7Hke = ARIA Al
A T3 ehEe] AeAsHE(Exchange—traded
Fund)oll thet 3F5-0] A=l 717 Waggict, G| 2 7
A Atolof| F-55F 7 mimi7 e XA+ Bruno del Ama 2]
&2, T 7Y AlEE F ESE AN e S AE
& 3] Foll izt Zlo] & Aolefar wetgict,

e A A G
Paladin Energy®} Uranium Oned} -2 X|F&S 714

L @k+= Global XAR] Sehe Al-dsHes dnfol &
of7PApA} 27| Aol B2 ALY & AleAFEHE
o] thil vijut E A= Q715 Eqlth “EA5] welAl
7 =5yt 2kl Ama 31 Wit

2t} Cameco Corporation,

N
o,
T
%o
S~
>
Hu)
~
e
9
i)
poy
o
5}3
=
o
N
o
_,d
r{ r
;é
i)

2011 March + 65



O Electric Power _

il H7|ue Se

As Adam Schatzker, an analyst with the Canadian
investment bank RBC Capital Markets, said in an
equities research report published last week: “It
appears that the character of the spot market has
changed markedly over the past few months from one
that was heavily oversupplied with weak demand to

one that has high levels of demand with very little

supply.”

The price surge hints a a confluence of significant
changes— a “perfect storm,” in Mr. Hochstein’ s
words— now sweeping through the global nuclear
power industry, especialy in Asia. With Chinarecently
moving to accelerate sharply its nuclear building
program by 2020 — the showpiece is the 3,300-
megawatt Taishan plant in Guangdong Province, due
to come online in 2013 —the country’ s nuclear utilities
are now trying to secure fuel supplies for years to

come.

On Nov. 1, China s long-term planning agency
announced that by 2020 it intended to raise nuclear
power’ s share of the country’ stotal energy production
to 112 gigawatts, or 7 percent, up from the previous
target of 70 gigawatts. That translates into an
additional 82 million pounds of uranium, according to
RBC.

Just as Global X’ s uranium E.T.F. went on sde, the
French nuclear giant Areva signed a 10-year, $3.5

billion deal to supply 20,000 tons of uranium fuel to

66 +Journal of the Electrical World / Monthly Magazine

7huete] A4 341 RBC Capital Markets®] ©f
Ha|AEQ] Adam Schatzker+ 3t 4] E4 HIi1A9
Al ohgat o] Wit} (el dEE A Aol &
2 7|7t Afolof kY] I/ FaFHAN FF B/ 8

o2 STl Hgks Hel Zlos Helrh”

o

¢

o} ke 714 G52 FA A AlA|, 53] ofrlore] Y
A AAIE HEL Q= Akt fgEE dAlskar 9
t}, 201340l 7H5-S A1&st ol 3% Ak 3,300

H|7}}EF Taishan YHAE BEg F30 A A
A4 ZRIEe 90U E BRe waA AT
2laL Bl glow, oo thuleiA] Aw

B8] 027 5L ek,

o

n

S0 A7 A2 AR WA v, 20209
7HA] of 20| J3 2] %1 70 717 FEN A HA| 7} of| A A
2:H|FFe] THAES] sl 112 7|7HbER ERlvkal

HFE it RBC Capital Marketsoll &JsHd, o] £3589
57 leliAl= 89 24 9] fuhgo] SO0 R
I 25}th= Alito] Y2t

Global XAMS] Sk AedAEHES} 3 LA
A& YA P 7199 Arevarls =19 Guangdong

Nuclear Power Corporation®} 10¢] A4 27 =9



the China Guangdong Nuclear Power Corporation.
Arevais a minority partner in the Taishan plant,
described as the largest civil nuclear project ever.
Cameco signed a similar deal earlier this year. “The
Chinese are redlly showing their cards,” Mr. Schatzker

said.

Russia, South Korea and Pakistan are also
developing reactors and preparing to stockpile long-
term inventories. The activity isn’ t just domestic:
China is reported to be helping Pakistan build five
reactors, according to a report in The Financia Times,
while South K orea recently won a large reactor project
inthe United Arab Emirates.

Pointing to a 17 percent year-over-year increase in
production for 2010, Cameco’ s chief, Jerry Grandey,
said during an anadysts conference call last week that
the company was also anticipating increased demand
from India, which has signed nuclear cooperation
agreements with the United States and Canada in

recent years.

These moves contrast sharply with the situation in
North America, where many nuclear projects are
stalled because of economic uncertainty and a lack of
government financing. Still, many analysts anticipate
the Asian nuclear program will drive uranium prices to
$70 to $80 a pound in the next severa years—a leve
that will set off a new wave of exploration and mine

development.
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Lacking domestic uranium sources, China and
companies like Paladin are aso beginning to develop
uranium mines in African countries including Namibia
and Niger. Mr. Hochstein’ s firm, whose largest
shareholder is the South Korean nuclear utility, is

working on afacility in Mongolia.

These latest developments are welcome news for
uranium producers, some of which struggled in recent
years after a mid-2000s boom was followed by a price
collapse that created what Mr. Schatzker describes as a
“liquidation” market.

Over the last decade, Kazakhstan rapidly became the
world’ s largest uranium producer, overtaking Canada
with vast increases in production. According to World
Nuclear Assaciation figures, Kazakh production
jumped 62 percent from 2008 to 2009. Overall globa
demand remained steady, however, because the long-
promised nuclear renaissance was always just over the

horizon.

In the meantime, Cameco and Energy Resources of
Austraia both had large mine projects staled because
of floods. After a complicated remediation process,
Cameco’ s Cigar Lake mine in Saskatchewan, the

largest in the world, will come onlinein 2013.

Further complicating the picture was the fact that

many nuclear utilities were acquiring fuel on the so-
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called secondary market — reprocessed uranium from
decommissioned warheads, uranium tailings and spent

reactor fuel.

Robert Vance, an analyst for the Nuclear Energy
Agency in Paris, said a third of the world’ s uranium
had come from such sources, including 9,000 tons a
year from Russia. He said the Russian secondary

supply stream would end in three years.

Indeed, as 2010 draws to a tumultuous close, many
uranium industry insiders are thinking ahead to the
state of the market circa 2014 and beyond. As Mr.
Grandey, of Cameco, said last week, “There salot of

uncovered need.”

Mr. Vance said uranium was not especialy rare, but
the licensing and mine devel opment process could take
years, especialy in politically volatile countries like
Niger, and required pricesto bein the high $50s.

Some industry watchers say that North American
utility fuel buyers have not yet absorbed the
implication of these price trends on their own
operations. “Ther€ s no real sense of crisis, yet,” says
Lawrence Smith, a uranium analyst for Scotia Capital,
the investment banking and capital markets division of
the Scotiabank Group. “Western utilities are pretty
well covered in 2011 and 2012. Further out, it becomes

anissue.”
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