
1 

 
Dr Chris Baker  
July 2024 

Southern Palladium Ltd (ASX:SPD, $0.40. Market cap A$35.5m) 
Infill drill programme completed.  Next steps a new MRE, and PFS by November 

Positive outcome from SA elections.  Power issues appear to be improving 
 

Investment view:  Following on from the release of an attractive scoping study for the Bengwenyama project, SPD has 
finalised a drill programme to allow the finalisation of an updated MRE and the completion of a pre-feasibility study 
by the end of 2024. Delivery of an environmental study to the DMRE within weeks will set the permitting clock running, 
with a Mining Right likely to be delivered during 2Q2025.  We continue to view this is a special project, with drilling 
confirming significantly higher than average grades for the UG2 anywhere else in the Bushveld. In our view 
Bengwenyama is the best greenfield PGM Project globally - and one which deserves far more attention than the market 
is currently paying.   
 
In this report we also look at the recently released reserves and resources for the adjacent Modikwa Mine (of Amplats 
and ARM) and note that mine planning is now within 2km of the boundary with the Bengwenyama property.  The likely 
spin-out of Amplats from parent Anglo American will present a very different company with its own balance sheet and 
own corporate objectives. 
 
The perception of South Africa as a “high risk investment destination’ appears to be dissipating somewhat, with the 
formation of a Government of National Unity following the loss of a Parliamentary majority by the ANC.  Importantly 
as well is an improving power sector with significant increases in distributed electricity during 2024. 

• Last month, SPD reported the finalisation of drilling required for the completion of the prefeasibility study 
(PFS) for the Bengwenyama study, scheduled for completion in 4Q24. 

• A total of 82 drillholes have been completed for a total of 30.7km of drilling.  These included some 50 
deflections of parent holes which are necessary to understand the grade variability for resource grade 
estimation. 

• Over a sampled width of 67cm the 4E grade for the UG2 reef averaged an impressive 8.25g/t (7E at 9.88g/t).  
Prill splits hold equivalent proportions of Pt and Pd with lesser but material levels of Rh, Ir.  At just under 30%, 
chrome will be an important by-product.  We note that the average grade for the full suite of intercepts is a 
little higher than was reported in October 2023 for the first 39 intercepts released in October (8.25g/t vs 8g/t). 

 

• Compare this with the mining inventory used in the scoping study.  We feel quite comfortable that grades for 
the new MRE will be comparable to the earlier resource statement. 
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• A new mineral resource estimate (MRE) remains scheduled for 3Q24.  We would not expect much change 
from the 10Moz of Indicated and Inferred (7E), shown above, but would expect a significant increase in the 
proportion of Indicated.  This will enable consultants, Minxcon, to declare a maiden reserve for the project, 
an outcome of the pre-feasibility study.  Note that the PFS is to be reviewed by independent consultants SRK. 

• The new MRE will pave the way for the completion of the PFS in 4Q24.  Much of the groundwork has already 
been completed.  Outstanding information to be collected includes the completion of a geotechnical study for 
key items of infrastructure and additional work on metallurgical recoveries of the chrome by-product.   

• What we also learned from the recent release and discussions with the company is that the so-called Horst 
Block, the western section of Eerstegeluk is less prospective than originally thought.  A dome structure, already 
known in the south of the main ore block has now been defined within the southern section of the Horst Block.  
So what was an exploration target, has now been excluded.   

• The following plan shows resource blocks from the 2023 MRE. 

 

• Subsequent drilling has now removed the southern section of the Horst Block.  But importantly the main 
resource block, which will provide the bulk of the ounces, remains intact.  
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• It isn’t possible to speculate as to the proportion of total resource which will have been converted to Indicated.  
This is important as under JORC definition only Measured and Indicated Resources can be elevated to 
Reserves.  In the table above some 53% of the total 4E resource was of Indicated status.  We’d be surprised if 
this figure winds up less than 60%.  Assuming no increase to the 9Moz 4E resource (and we are not expecting 
much of an increase), 60% would represent 5.4Moz of resources at an Indicated status.  Assuming that a 
significant proportion of Indicated resources are translated into Reserves, this would represent a substantial 
uplift to the targeted 2Moz Probable Reserve within the 2021 Prospectus.  This should easily be achieved. 

• A Mining Right Application (MRA) was lodged in October 2023.  The environmental scoping phase, including a 
formal public participation process (“PPP”) was completed with the final Environmental Scoping Report 
submitted in December 2023. The final Environmental Assessment report is due to be submitted to the DMRE 
in a few weeks and the PPP has been initiated under the control of independent consultants.  It is hoped that 
final environmental approval will be obtained during 4Q24.   

• It is hoped that the Mining Right approval will be concluded in mid-2025.  This will allow SPD to complete 
exploration and pre-development drilling, detailed metallurgical studies and other inputs to allow the project 
to move to FID, probably in late 2025. 

Comparison with nearby PGM projects.  Bengwenyama must represent an attractive target for Amplats 

• Release of results from SPDs final drill programme coincided with the publication of 2023 resource/reserves 
report from next-door neighbours, Amplats, and its 50%-owned Modikwa mine.  Modikwa’s UG2 reserves at 
31/12/23 were 37.8Mt at a grade of 4.22g/t (4E) for 5.1 4E Moz, still a significant resource but well down on 
peak reserves of 6.6Moz in 2018. 

 
 Source: AngloAmerican Platinum Reserves and Resource Report for 2023 (May 2024) 
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• Based on 87% met recoveries, this implies a remaining mine life at Modikwa of under 17 years at the current 
production rate of around 260kozpa 4E. 

• What interests us is that the reserve blocks for the Modikwa mine are creeping closer and closer to the 
Bengwenyama tenement boundary.  As shown in the plan above, the Bengwenyama resource blocks are just 
2km from the southernmost reserve blocks at Modikwa.  Unsurprisingly the Modikwa resource blocks abut 
the SPD lease (shown on the inset plan, above.  Blue shading in Measured and Indicated, purple is Inferred).  
Bengwenyama is simply a down dip extension of the Modikwa mine.  (And as a reminder, Bengwenyama was 
once named Modikwa South, a block once owned by Amplats, and lost during the old order/new order mining 
right transition in the 1990’s.) 

• Modikwa’s grades have averaged in the range 3.5-3.8g/t (4E), lower than the average reserve grade of 4.2g/t.  
This suggests to us that perhaps the Modikwa reserve grade increases toward the Bengwenyama boundary, 
where the average resource grade was 5.4g/t diluted to a 1.1m mining width.   

• As SPD described in its January Scoping Study release, higher grades appear to be attributable to the relative 
absence of hanging wall chromite stringers above the UG2, which should reduce dilution for the 
resource/reserve estimates. 

• We see Bengwenyama as a particularly attractive asset in the hands of Amplats.  The likely spin-out of Amplats, 
as Anglo American divests non-core assets, will present a very different company with its own balance sheet 
and own corporate objectives. 

 

South African elections 

• There appears to be strong support for the new GNU (Government of National Unity), a mix largely of now a 
minority position of the ANC and the second most popular party in SA, the Democratic Alliance. 

• Cyril Ramaphosa has been elected for a second term as President of the Republic. 

• After a week of negotiation, Ramaphosa’s new cabinet has been announced.  There are a large number of 
Ministers (32 in total) and Deputy Ministers (42).  Most commentators describe the new cabinet as ‘bloated’. 

• We note that the incumbent Minister of Mining and Petroleum (Mantashe) has kept his position, but Energy 
has been spilt from his portfolio.  There will be mixed views regarding the decision to keep this position 
unchanged.  Hopefully more progress can be made to advance this vital industry during the next 4 year term. 

• There is only one chief of the vital energy portfolio and that is Electricity and Energy Minister Ramokgopa, who 
we understand did an excellent job as electricity minister. As we note below, the worst of South Africa’s 
unreliable power situation appears to be behind them. 

• Our recent visit to SA revealed a country with a bit more of a spring in its step than we are used to.  A big win 
in the Rugby World Cup last year did no harm.  Tourism is up strongly in the first months of the year. 

• The market appears to have taken a positive view of the outcome, with the major banks, for example Standard 
and Rand, up over 15% since the decision in early June to form a coalition government 

 

Power issues 

• Discussions held during our recent visit to South Arica suggested to us that the Eskom/power crisis might be 
steadily improving.  Power disruptions are much less frequent that they were even 6 months ago.   
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• While ‘load-shedding’ is unlikely to be a thing of the past, SPD’s Chairman, Roger Baxter, commented to us 
that an increased input from independent power producers have greatly assisted the flagging Eskom. 

• The latest official statistics suggest this improvement might be sustainable.  Capacity is still 10% lower than 
levels of 10 years ago, but at least the trend is improving.  The following data are to end May 2024.   
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By downloading this report you acknowledge receipt of our Financial Services Guide, available on our web page 
www.bridgestreetcapital.com.au. 

Bridge Street Capital Partners Pty Ltd is licensed to provide financial services in Australia; CAR AFSL 456663; Level 14, 234 George 
Street, Sydney NSW 2000 
Bridge Street Capital Partners Pty Ltd is providing the financial service to you. 
General Advice Warning 
Please note that any advice given by Bridge Street Capital Partners Pty Ltd or its authorised representatives (BSCP) is GENERAL 
advice, as the information or advice given does not take into account your particular objectives, financial situation or needs. You 
should, before acting on the advice, consider the appropriateness of the advice, having regard to your objectives, financial 
situation and needs.  If our advice relates to the acquisition, or possible acquisition, of a particular financial product you should 
read any relevant Prospectus, PDS or like instrument. 
 
Disclaimers 
BSCP provides this financial advice as an honest and reasonable opinion held at a point in time about an investment’s risk profile 
and merit and the information is provided by BSCP in good faith.  The views of the adviser(s) do not necessarily reflect the views 
of the AFS Licensee.  BSCP has no obligation to update the opinion unless BSCP is currently contracted to provide such an updated 
opinion. BSCP does not warrant the accuracy of any information it sources from others.  All statements as to future matters are 
not guaranteed to be accurate and any statements as to past performance do not represent future performance.  Assessment of 
risk can be subjective. Portfolios of equity investments need to be well diversified and the risk appropriate for the investor. Equity 
investments, made by less experienced investors, in listed or unlisted companies yet to achieve a profit or with an equity value 
less than $50 million should collectively be a small component of a balanced portfolio, with smaller individual investment sizes 
than otherwise.  Investors are responsible for their own investment decisions, unless a contract stipulates otherwise.  BSCP does 
not stand behind the capital value or performance of any investment.  Subject to any terms implied by law and which cannot be 
excluded, BSCP shall not be liable for any errors, omissions, defects or misrepresentations in the information (including by reasons 
of negligence, negligent misstatement or otherwise) or for any loss or damage (whether direct or indirect) suffered by persons 
who use or rely on the information. If any law prohibits the exclusion of such liability, BSCP limits its liability to the re-supply of 
the Information, provided that such limitation is permitted by law and is fair and reasonable.  
 
Disclosures  
Dr Chris Baker, an authorised representative of BSCP, certifies that the advice in this report reflects his honest view of the 
company.  He has over 30 years investment experience in wholesale capital markets.  He worked as a mining analyst for brokers 
BZW and UBS for 11 years and has a further 16 years’ experience as a mining analyst and portfolio manager with Colonial First 
State and Caledonia Investments.  He now provides independent financial advice on a part time basis.  He may own securities in 
companies he recommends but will declare this when providing advice. He currently owns shares in SPD.  He is remunerated by 
BSCP but is not paid a specific fee for providing this report.  BSCP are Corporate Advisors to SPD and may receive fees from SPD 
for services provided.  BSCP, its directors and consultants may own shares and options in SPD and may, from time to time, buy 
and sell the securities of SPD. 
 
BSCP was lead manager for the IPO of SPD and received fees for that service. 
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US Disclaimer: This investment research is distributed in the United States by Bridge Street Capital Partners Pty Ltd and in certain 
instances by Enclave Capital LLC (Enclave), a U.S.-registered broker-dealer, only to major U.S. institutional investors, as defined in 
Rule 15a-6 promulgated under the U.S. Securities Exchange Act of 1934, as amended, and as interpreted by the staff of the U.S. 
Securities and Exchange Commission. This investment research is not intended for use by any person or entity that is not a major 
U.S. institutional investor. If you have received a copy of this research and are not a major U.S. institutional investor, you are 
instructed not to read, rely on or reproduce the contents hereof, and to destroy this research or return it to Bridge Street Capital 
Partners Pty Ltd or to Enclave. The analyst(s) preparing this report are employees of Bridge Street Capital Partners Pty Ltd who are 
resident outside the United States and are not associated persons or employees of any U.S. registered broker-dealer.  Therefore, 
the analyst(s) are not subject to Rule 2711 of the Financial Industry Regulatory Authority (FINRA) or to Regulation AC adopted by 
the U.S. Securities and Exchange Commission (SEC) which among other things, restrict communications with a subject company, 
public appearances and personal trading in securities by a research analyst. Any major U.S. institutional investor wishing to effect 
transactions in any securities referred to herein or options thereon should do so by contacting a representative of Enclave.  
 
 
Enclave is a broker-dealer registered with the SEC and a member of FINRA and the Securities Investor Protection Corporation. Its 
address is 19 West 44th Street, Suite 1700, New York, NY 10036 and its telephone number is 646-454-8600. Bridge Street Capital 
Partners Pty Ltd is not affiliated with Enclave or any other U.S. registered broker-dealer 


