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Share Price

$0.34

Market Cap

$219m

Net Cash

$15.1m

Enterprise Value

More High Grade Drill Results
Challenger Exploration’s (CEL) current drill program
findings are providing further confirmation that
Hualilan is likely to be larger than initially thought.
Highlights reported recently include:

Key Stats

• The Main Manto rock saw channel sampling from
the decline that was designed to be driven under
the mineralisation suggests the Main Manto is
actually thicker and wider than expected, and
shows that the historic sampling in the area
missed much broader zones of near surface
mineralisation.

Premium to Peer

• Given what has been encountered in the shales
open to the west, the second western zone, and
now GNDD-182, it does beg the question: is there
something larger down-dip to the west, or is
GNDD-182 just an isolated result?
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Valuation & Sensitivity
CEL has an enterprise value (EV) of $204m and is
trading at an EV/Resource of A$325/oz AuEq.
Company valuation sensitivity to various $/oz and
Resource scenarios is shown in Figure 1.
Figure 1. Potential Valuation (A$m) at Different EV/oz & Potential
Resource Size

• Our calculations suggest the current share price is
implying a Mineral Resource of around 1 Moz, so
the market is already factoring in a Resource
upgrade at Hualilan. We estimate a JORC Resource
in the order of 1 to 1.5 Moz could be reported
based on the results to date. However increasing
the drilling density could see this estimated
Resource double over the coming twelve months.
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What is the market pricing in?
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• Drill hole GNDD-182 was expected to confirm the
extent of mineralisation to the west of the Gap
Zone, but instead encountered a significant
shallow depth gold intersection. CEL is now drilling
immediately down dip to follow up on this result.

$203.9m

Volume (m)

Gold exploration company with two key assets; a
75% earn-in interest at the Hualilan Gold Project in
Argentina, and up to a 100% interest at the threeconcession El Guayabo Gold-Copper Project in
Ecuador
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Additional Information
Unexpected gold intersection at Drill Hole GNDD-182. Isolated, or not?
• This hole was designed to confirm the edge of the intrusion-hosted mineralisation in the Gap Zone, but
encountered high grade skarn mineralisation that is very similar to the Main Manto at Cerro Norte.
• The hole is almost 200m from the nearest intersection of high-grade sulphide skarn mineralisation.
• GNDD-182 appears to be an isolated result based on the results to date, but it does make some geological
sense if it was laid down before the intrusion.
• A follow up hole is now being fast tracked to test down dip from GNDD-182 and this should provide more
clarity on the current findings.
• Given the dip flattens out to the west, if the high grade mineralisation continues, it will be relatively
shallow, which will bode well for low cost development.
Figure 2. New Zone of Mineralisation at GNDD-182

Source: Company reports
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Additional Information
Near Surface Channel Sampling Delivers Solid First Results
• Results from the Main Manto rock saw channel sampling has identified high grade zones that were
previously untested.
• The high grade results were not unexpected here, however the mineralisation appears to be thicker and
wider than was expected as historic sampling missed much of the broader zones of near surface
mineralisation as it was based on the presence of visual sulphides.
More drilling and results still to be done
• We estimate CEL has now drilled around 35,000m of the 45,000m program, and the timing suggests the
program will be completed in the next two months.
• However the company has sufficient funding to continue a five rig drill program for several more months
yet, and we believe CEL will seek to continue the program, giving more density to the coverage and
further delineating the Resource.
• Explorers globally have had laboratory testing times push out due to Covid related impacts. To this end,
CEL may experience some delays in lab turnaround times and receiving assay results which could have an
impact on JORC Resource timing in our view.
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This Research has been prepared and issued by Henslow Pty Ltd and remains the property of Henslow Pty Ltd. No material contained in
this Research may be reproduced or distributed, except as allowed by the Copyright Act, without the prior written approval of Henslow Pty
Ltd.
This report has been prepared and issued (in Australia) by Henslow Pty Ltd (ABN 38 605 393 137) (AFS Licence No. 483168) and is subject to
the disclosures and restrictions set out below. Consistent with the AFSL under which Henslow operates, this report has been prepared for
“Sophisticated” or “Wholesale” Investors as defined in the Corporations Act 2001 (Cth) (“Corporations Act”). This report is not to be
provided to, and is not made available to, Retail Investors. All references to currency or $ are in Australian dollars unless otherwise noted.
Analyst Certification
The research analyst(s) identified in this report individually certify that in respect of each security or issuer that the research analyst covers
that: this report accurately reflects his or her personal views about any and all of the subject issuer(s) or securities; and no part of the
research analyst’s compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or views expressed by the
research analyst(s) in this report.
General Disclosure
Henslow Pty Ltd and its associates (as defined in Chapter 1 of the Corporations Act), officers, directors, employees and agents, from time to
time, may own or have positions in securities of the company(ies) covered in this report (“Company”) and may trade in the securities
mentioned either as principal or agent or may be materially interested in such securities.
Henslow Pty Ltd does and seeks to do business with Companies covered in its research reports. As a result, investors should be aware that
the firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only a single
factor in making their investment decision. Investors should seek their own separate advice before making any decision to invest in any
business which has been the subject of a research report. Investors should also be aware that during the past 12 months, Henslow Pty Ltd
may have received compensation for financial and advisory services from the company.
Disclaimer & Warning
This report may contain general advice or recommendations which, while believed to be accurate at the time of publication, are not
appropriate for all persons or accounts. This report does not purport to contain all the information that a prospective investor may require.
Before making an investment or trading decision, the recipient must consider market developments subsequent to the date of this
document, and whether the advice is appropriate in light of his or her financial circumstances or seek further advice on its appropriateness
or should form his/her own independent view given the person’s investment objectives, financial situation and particular needs regarding
any securities or Financial Products mentioned herein. If appropriate, the recipient may also consider seeking independent professional
financial, investment, legal and taxation advice. Information in this document has been obtained from sources believed to be true but
neither Henslow nor its associates make any recommendation or warranty concerning the Financial Products or the accuracy, or reliability or
completeness of the information or the performance of the companies referred to in this document. Contact with the Company has been
made during the preparation of this report for assistance with the verification of facts.
Past performance is not a reliable indicator of future performance. Henslow does not guarantee the performance of any company (ies)
covered in this report. Any information in this report relating to any historical performance should not be taken as an indication of future
performance or future value. This document is not an offer, invitation, solicitation or recommendation with respect to the subscription for,
purchase or sale of any Financial Product, and neither this document or anything in it shall form the basis of any contract or commitment.
Although every attempt has been made to verify the accuracy of the information contained in the document, liability for any errors or
omissions (except any statutory liability which cannot be excluded) is specifically excluded by Henslow, its associates, officers, directors,
employees and agents. This report may include estimates, projections or expectations which otherwise constitute a forward looking
statement. Any forward looking statements in this report are provided on a reasonable basis but are subject to a number of both known and
unknown risk factors and Henslow does not guarantee (explicitly or implicitly) any such forward looking statement, or any particular
outcome whatsoever. The securities of such company (ies) may not be eligible for sale in all jurisdictions or to all categories of investors.
Analysts’ Compensation: The research analysts responsible for the preparation of this report receive compensation based upon various
factors, including the quality and accuracy of the analyst(s) research, client evaluation feedback, independent survey rankings and overall
firm revenues, which include revenues from, among other business units and corporate finance.
Other International Investors: This document is not intended to be issued in any jurisdiction in which it would not be lawful to do so.
International investors outside the US, UK, UAE or Canada are encouraged to contact their local regulatory authorities to determine whether
any restrictions apply to their ability to purchase this investment and should seek their own advice prior to making any investment decision.
Recipient Representations/Warranties: By accepting this report, the recipient represents and warrants that he or she is entitled to receive
such report in accordance with the restrictions set out in this document and in the jurisdiction in which the recipient receives this report,
and agrees to be bound by the limitations contained herein. Any failure to comply with these limitations may constitute a violation of law.
Copyright Henslow Pty Ltd

For Wholesale or Professional Investors Only

Markets Team
Sales

Research

Adam Dellaway
Director
E:
adellaway@henslow.com
M: 0400 735 576

Ryan Whitelegg
Managing Director
E:
rwhitelegg@henslow.com
M: 0418 332 051

Paul Dickson
Director
pdickson@henslow.com
E:
M: 0416 075 354

Cam Hardie
Resources Consultant
chardie@henslow.com
E:
M: 0434 344 005

Tim Monckton
Director
tmonckton@henslow.com
E:
M: 0413 753 522

Tom Sinclair
Associate
tsinclair@henslow.com
E:
M: 0438 528 800
Tom Nicholls
Analyst
E:
tnicholls@henslow.com
M: 0434 009 332

Melbourne

Sydney

Canberra

Level 7

Level 18
Deutsche Bank Place
126 Phillip Street
Sydney NSW 2000
AUSTRALIA

Level 3
59 Wentworth Avenue
Kingston ACT 2604
AUSTRALIA

333 Collins Street
Melbourne VIC 3000
AUSTRALIA

www.henslow.com

Henslow Pty Ltd
ABN 38 605 393 137 | AFSL 483168

Henslow Pty Ltd is an independent firm which provides corporate advisory services. It is a member of Oaklins International Inc.,
which comprises a number of firms around the world which are all separately constituted and regulated according to their local
laws.
Oaklins
Verein and
licensed
Oaklins International Inc. They do not provide any
29
March
2021is a trade name owned by Oaklins Swiss
Henslow
Pty Ltd
| AFSLto483168
corporate advisory services themselves. Please refer to www.oaklins.com for legal notices

For Wholesale or Professional Investors Only

5

