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List: NASDAQ First North

Share price: 0,74 SEK (Market Cap: SEK 100 million)

Latest analysis: March 10 2021 (Fair value per share: SEK 1.11)

Record high copper price implies potential

During the last 30 days the copper price set a new record at over 10 450 USD per ton. Last
time the copper price reached USD 10 000 per ton was in 2011. Year to date, the copper
price has risen with 28 percent.

Copper price (USD per ton)
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Source: Refinitiv Eikon, 2021-05-20. The last date in the graphs is 2021-05-19.

Many other minerals are also at record price levels. This is reflected in the valuation of
metals and mining shares. A global index has risen with 24 percent. In contrast, the share
price of Arctic Minerals has decreased with 14 percent this year. This is somewhat surpris-
ing to us. Even though we do not expect an exact correlation due to the early stage of the
company, we would espect some positive correlation. Arctic Minerals intends to discover
and sell mineral assets. Asset prices in theory should follow mineral prices.

Share performance relative to iSHares MSCI Global Metals & Mining indexed, YTD
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Source: Refinitiv Eikon, 2021-05-20. The index is in USD while Arctic Mineral’s share price is in SEK. The index is set to
1 at 2021-01-04. The USD exchange rate was 8.27 at the beginning of the period and 8.33 on 20 May. As the exchange
rate has been comparatively stable during the period, we have not made any currency adjustments.

Future trends in the copper price

Arctic Minerals, and in particular its joint venture at Perdhpoja whose main mineral is cop-
per, should benefit from the the rise in the copper price in the long run. There are reasons
for believing that the price will remain high in the years to come. Two major trends should
lead to an increasing demand for copper: the electrification of the EU and US economies
and the continuing industrialization of China.
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The EU and the US now both aim to be climate neutral by 2050, as US president Joe Biden
recently announced that the US will return to the Paris agreement from 2015. He also set a
target to reduce greenhouse gas emissions by 50 percent as of 2005 levels by 2030.

Most of the energy used in both regions today is still derived from petroleum, natural gas
and coal. Energy can be used for electricity, transportation or industrial processes. In order
to achieve the climate goals of the Paris agreement, construction programs of a scale
never seen before will have to be undertaken. New power grids as well as green power
plants will be needed. In transportation and industry, there will need to be a transition to
electric propulsion, possibly complemented by hydrogen propulsion. Copper will be one
the key minerals in the implementation of this transition, as it is used for electrical wiring.
Demand is thus bound to increase substantially over the coming decade if the goals set
out are to be even partially met.

Secondly, China is still industrializing and far from fully developed. The country imported
6.7 million tonnes of copper in 2020, equivalent to about a third of the world’s mining out-
put. Most of the increase in copper output during the last decade been absorbed by China,
and the demand is set to continue increasing in the years to come.

Production has been stagnant for the last five years, which can be seen in the graph be-
low. Chile is by far the largest producer of copper at 5.7 million tonnes in 2020, followed by
Peru at 2.2 million tonnes and China at 1.7 million tonnes. World mining output was 20
million tonnes in 2020, although total copper smelting, including recycled materials,
amounted to 25 million tonnes.
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Source: U.S. Geological Survey, Mineral Commodity Summaries.

Production is expected to increase substantially in the next few years, particularly in Chile,
Peru, Australia, Indonesia and the United States. Production is expected to reach 24.6 mil-
lion tonnes in 2024. Several major projects are underway in Chile, including the USD 5.2bn
Quebrada Blanca Phase 2, which is expected to boost production by 316 000 tonnes of
copper equivalent per year."

Both supply and demand are set to increase. It is difficult to make predictions about
prices. In the short term, as more supply comes online, prices should probably stabilize,
though presumably at higher levels than historically. Longer term basic corporate finance
dictates that prices will need to be high enough to support further development as mar-
ginal ore is being developed. This is the phenomenon where prices need to increase to
support a continued production increase as the cheapest sources are mined out. There is
a depletion problem in the copper industry. As with other raw materials, most cheap cop-
per ores have already been mined out. Mainly lower grade ores remain. Prices should
therefore increase in the long term. Copper assets with high ore grades should conse-
quently increase in price.

1 https://www.globaldata.com/global-copper-production-recover-5-6-2021-covid-19-hit-
output-2020-says-globaldata/
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Disclaimer

Carlsquare AB, www.carlsquare.se, hereinafter referred to as Carlsquare, conducts busi-
ness with regard to Corporate Finance and Equity Research in which areas it, among other
things, publishes information about companies including analyzes. The information has
been compiled from sources that Carlsquare considers to be reliable. However, Carlsquare
cannot guarantee the accuracy of the information. Nothing written in the analysis should
be regarded as a recommendation or invitation to invest in any financial instrument, option
or the like. Opinions and conclusions expressed in the analysis are intended only for the
recipient.

The content may not be copied, reproduced or distributed to another person without the
written approval of Carlsquare. Carlsquare shall not be held responsible for any direct or
indirect damage caused by decisions made on the basis of information contained in this
analysis. Investments in financial instruments provide opportunities for value increases
and profits. All such investments are also subject to risks. Risks vary between different
types of financial instruments and combinations of these. Historical returns should not be
considered as an indication of future returns.

The analysis is not directed to U.S. persons (as defined in Regulation S of the United
States Securities Act and interpreted in the United States Investment Company Act 1940)
nor may it be disseminated to such persons. The analysis is also not directed to such nat-
ural and legal persons where the distribution of the analysis to such persons would result
in or entail a risk of a violation of Swedish or foreign law or constitution.

The analysis is a so-called Commissioned Research Report where the analyzed Company
has signed an agreement with Carlsquare for analysis coverage. The analyzes are pub-
lished on an ongoing basis during the contract period and for a usual fixed remuneration.
Carlsquare may or may not have a financial interest in the subject of this analysis.
Carlsquare values the assurance of objectivity and independence and has established pro
cedures for managing conflicts of interest for this purpose.

The analyst Richard Ramanius does not own and is not allowed to own shares in the com-
pany analyzed.
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