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A World-Class Iron Ore Development with Scale and 
Tier-1 Infrastructure Advantage 

 Metals & Mining 

We initiate coverage on Cyclone Metals (ASX: CLE) with a 12-month fair value 

estimate of A$0.224 per share, representing a 387.7% upside from the current 

share price of A$0.046. This valuation reflects the world-class scale, quality, and 

strategic significance of the company’s flagship Iron Bear Project in Labrador, 

Canada, one of the world’s largest undeveloped magnetite deposits with a JORC 

Resource of 16.66 bn tonnes at 29.3% Fe. Metallurgical test work has confirmed 

the project’s ability to produce a premium blast furnace (BF) concentrate grading 

~69.1% Fe and a direct-reduction (DR) magnetite concentrate grading ~71% Fe, 

with pilot-scale DR pellets grading ~68.4% Fe, all characterised by exceptionally 

low impurities (P₂O₅<0.01%, Al₂O₃<0.1%), placing its products among the 

highest-quality magnetite ores globally. Critically, Cyclone has secured a strategic 

joint venture with Vale, one of the world’s most respected iron ore majors, which 

provides credibility, funding support, and materially reduces development risk. 

With access to low-cost hydropower, established rail and port infrastructure, and 

the ability to deliver a low-carbon, direct reduction–grade product aligned with 

the green steel transition, Cyclone Metals offers investors rare exposure to a 

globally significant project at a fraction of its intrinsic value. 

Scoping Study and Vale JV Confirm Project Economics 
The Scoping Study outlines a compelling investment case, delivering a post-tax 

NPV₈ of US$9.79bn, a project IRR of 18.6 %, and a payback period of less than five 

years from a pre-production CAPEX of US$4.64bn. Cyclone’s partnership with Vale 

S.A., one of the world’s largest and most respected iron ore producers with a 

market capitalisation of over A$80bn. Vale has already committed substantial 

capital to the project and has the capacity to carry Cyclone through to production, 

materially reducing funding pressure, capital risk, and potential shareholder 

dilution. With annual iron ore production exceeding 300Mt, Vale also brings 

unmatched operational expertise to the project. Supported by renewable 

hydropower and a product suite of premium, low-impurity concentrates and DR 

pellets, Iron Bear stands at the forefront of the global shift toward low-carbon iron 

supply. 

DCF Valuation Highlights Significant Upside Potential  

Our DCF valuation underscores Cyclone Metals’ significant re-rating potential, 

driven by the world-class scale, quality, and economics of the Iron Bear Project. In 

our Base Case scenario, we derive an equity valuation of A$247.5m (A$0.162 per 

share), increasing to A$436.4m (A$0.286 per share) in the Upside Case. This 

represents a 12-month potential upside of 253–523% from the current share 

price of A$0.046, with a midpoint target price of A$0.224 per share. The valuation 

is supported by robust project economics, including EBIT margins near 60%, 

reflecting the high-grade nature of Iron Bear and its ability to command premium 

pricing. 

Valuation (A$m)  Base Case Upside Case 
 

Implied EV 219.3 408.2 
Cash 28.2                                    28.2  
Equity value                247.5                 436.4 
Assumed Total Diluted Shares O/S (m)   1,524             1,524  
Implied price (A$)                0.162                 0.286  
Current price (A$) 0.046              0.046  
Upside (%) 253.0% 522.5% 
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Iron Bear Project in the Labrador 

Trough, Canada - one of the world’s 

premier iron ore districts. Through its 

strategic joint venture with Vale, 

Cyclone is targeting the production of 

premium-grade magnetite 

concentrate and direct reduction 

pellets to supply the rapidly 

expanding green steel market.  
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Investment Rationale 
Cyclone Metals’ Iron Bear Project in the Labrador Trough of Canada represents the largest 

undeveloped magnetite resources globally, with a JORC 2012-compliant Mineral Resource 

Estimate of 16.66 Bt grading 29.3% Fe, including 2.15 Bt Indicated resource. The sheer scale 

provides multi-decade production potential, with the current Scoping Study supporting a 25 

Mtpa operation for 18 years that would exploit less than 10% of the total resource base. This 

underlines Iron Bear’s potential to underpin a globally significant, long-life mining complex 

that could supply premium-grade iron ore products well beyond the initial mine plan. 

The technical quality of the deposit enhances its value proposition. Extensive metallurgical 

test work has validated the project’s ability to deliver blast furnace concentrate grading 69.1% 

Fe at 3.4% SiO₂ and direct reduction (DR) magnetite concentrate grading 71.0% Fe at 1.2% 

SiO₂, both characterised by exceptionally low impurities. Pilot-scale testing successfully 

demonstrated the production of DR pellets grading 68.4% Fe with SiO₂ ~1.5% and 

metallisation above 93%, underscoring their suitability for hydrogen-based steelmaking. 

These specifications position Iron Bear’s products firmly within the top tier of global seaborne 

magnetite feedstocks, where >67% Fe material is scarce and attracts significant pricing 

premiums. Importantly, the concentrates and pellets also report ultra-low phosphorus (P₂O₅ 

< 0.01%), aligning the project with the emerging demand for low-impurity, low-carbon 

steelmaking feedstocks. 

The project’s physical characteristics further strengthen its investment appeal. The orebody 

is homogenous and laterally continuous, with a low strip ratio and negligible overburden, 

supporting favourable mining costs. Test work also demonstrated flotation recoveries of up 

to 89% at DR concentrate specifications, an improvement on earlier 80% yields, indicating 

both high efficiency and scalability of processing. This combination of vast tonnage, strong 

grades, and robust recoveries provides a technical foundation for competitive unit costs and 

reliable supply of premium-grade product. 

Figure 1: Comparison of Undeveloped Global Magnetite and Iron Ore Projects 

Rank 
Project / 
Company 

Location Resource Size 
In-situ Fe 

Grade (%) 
Market 

Cap 

1 

Iron Bear – 
Cyclone 
Metals 

(ASX: CLE) 

Labrador 
Trough, Canada 

16.66 Bt ~29.3% Fe ~US$ 45m 

2 
Tonkolili 
(Private) 

Sierra Leone ~12 Bt ~30% Fe  
Private – 
not listed 

3 

Minas-Rio – 
Anglo 

American 
(LSE: AAL) 

Minas Gerais, 
Brazil 

~9.6 Bt  +32.8% Fe  ~US$ 65bn 

Source: East Coast Research & Capital IQ 

The comparative scale of Cyclone Metals’ Iron Bear Project is striking when set against some 

of the world’s largest iron ore developments (Figure 1). Iron Bear ranks as the world’s largest 

undeveloped magnetite deposits, surpassing the resource bases of established global 

operations such as Minas-Rio and Tonkolili. Despite this world-class scale and premium 

product quality, Cyclone’s market capitalisation of only ~US$ 45m remains dramatically out 

of sync with peers. For context, Anglo American’s Minas-Rio operation in Brazil hosts a 

combined resource of ~9.6Bt tonnes grading +32.8% Fe, with Anglo’s group market 

capitalisation of ~US$65bn clearly reflecting a diversified portfolio spanning copper, 
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platinum, diamonds, and other assets. Even when attributing only a portion of Anglo’s 

valuation to its Brazilian iron ore project, the implied value attributable to Minas-Rio/ 

Serpentina remains substantially higher than Cyclone’s current enterprise value. The 

comparison also highlights the limited number of globally significant iron ore projects 

accessible to equity investors, with many of the world’s largest deposits, such as Tonkolili in 

Sierra Leone and several major Chinese and state-owned projects, either privately held or 

government controlled. This scarcity of listed exposure further amplifies the relative appeal 

of Cyclone Metals as one of the few publicly traded companies with ownership in a globally 

significant magnetite resource. 

Exceptional Infrastructure 

The Iron Bear project benefits from strategic infrastructure and a power framework that 

materially de-risks development. The project is located less than 30 km from an existing open-

access heavy-haul railway corridor that links directly to the port terminals at Pointe-Noire and 

Sept-Îles in Québec, Canada. This established rail network is already utilised by major 

producers in the Labrador Trough region - including the Iron Ore Company of Canada (Rio 

Tinto), Champion Iron, and Tata Steel. 

In terms of power, Iron Bear has confirmation following a recent power study that the mine 

and concentrator complex can be powered entirely by renewable sources, primarily 

hydroelectric and wind energy. Phase 1 modelling, at approximately 10 Mtpa of concentrate 

production, contemplates a 60 MW hydropower contribution from the nearby hydro plant 

supported by a proposed 280 MW wind farm and battery-energy-storage system. 

Scoping Study Proves Economics 

Cyclone Metals’ recently released Scoping Study, 11th August, provides independent 

confirmation that the asset is not only one of the world’s largest undeveloped magnetite 

deposits but also economically viable at an industrial scale. The study was completed to AACE 

Class 5 standards and incorporates extensive metallurgical testwork, infrastructure studies, 

and a comprehensive mine plan. 

At its core, the Scoping Study demonstrates the potential for a 25 Mtpa operation over 18 

years, producing 16 Mtpa of blast furnace (BF) concentrate and 9 Mtpa of direct reduction 

(DR) pellets. This mine plan exploits less than 10% of the current JORC 2012-compliant 

Mineral Resource of 16.66 Bt grading 29.3% Fe, underlining the extraordinary longevity and 

scalability of the deposit. 

The study highlights compelling economics: a post-tax NPV8% of US$9.8bn and a post-tax IRR 

of 18.6%, based on long-term consensus pricing. Operating costs are competitive, reflecting 

the low strip ratio (0.34:1) and the high efficiency of beneficiation, with flotation recoveries 

reaching up to 89% at DR concentrate specifications. 

Product quality underpins the commercial case. Pilot plant work has validated Iron Bear’s 

ability to deliver DR concentrate grading 71 % Fe and 1.2% SiO₂, alongside BF concentrate at 

~69.1% Fe and DR pellets at 68.4% Fe with excellent metallisation and physical properties. 

These grades place Iron Bear’s products in the premium segment of the global seaborne 

market, directly aligned with the accelerating demand for low-carbon feedstock in DRI-EAF 

steelmaking. 

Vale Strategic Partnership 

The partnership with Vale S.A., executed through a binding Development Agreement in 

February 2025, represents a transformative milestone for Cyclone Metals and a material 

validation of the Iron Bear Project’s strategic significance. Vale can commit up to US$138m of 

staged development funding to earn a 75% interest in Iron Bear, structured as US18m in Phase 

1 and a further US$120m in Phase 2, contingent upon successful completion of Pre-Feasibility 

and decision to mine studies.  
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Beyond the immediate funding benefits, Vale’s early-stage capital commitment represents a 

transformative advantage for Cyclone Metals. By securing a partner willing to fund pre-

production development, Cyclone avoids the need to raise substantial equity at a point when 

the project remains in its highest-risk phase. Early-stage exploration and feasibility studies 

carry inherent uncertainties around metallurgy, infrastructure, permitting, and long-term 

pricing assumptions - factors that typically compress valuation multiples and make equity 

issuance highly dilutive. Vale’s funding effectively removes this overhang, allowing Cyclone’s 

shareholders to retain their proportional exposure to the project’s upside without the capital 

dilution that would ordinarily accompany advancement to the next development stage. 

As the project progresses and risk diminishes over time, Cyclone will be in a materially 

stronger position to raise capital on more favourable terms if required. This funding structure 

therefore maximises value retention for existing shareholders and ensures that any future 

equity is raised against a substantially de-risked, higher-value asset. 

Vale’s involvement extends beyond financial support. The company also brings unmatched 

technical expertise in the design, construction, and operation of large-scale pelletising and 

beneficiation facilities. As the world’s largest producer of direct reduction pellets, Vale 

possesses decades of operational experience in producing high-grade, low-impurity iron ore 

products that are increasingly sought after as the steel industry transitions to lower-carbon 

production. The successful pilot-scale production of premium-quality DR products at Iron 

Bear aligns directly with Vale’s strategic focus, reinforcing product credibility and reducing 

execution risk. 

The partnership also confers a powerful signalling effect. Vale’s decision to commit funding to 

Iron Bear provides external validation that the project has met the rigorous due diligence 

standards of one of the world’s most technically sophisticated and environmentally 

progressive iron ore companies. This endorsement not only enhances the project’s credibility 

with investors and potential financiers but also positions Cyclone Metals as a credible 

participant in the global shift toward low-carbon, high-grade iron supply. 

Cyclone retains a 25% interest in Iron Bear under the JV, with Vale retaining the option either 

to acquire this residual stake at fair market value or to fund Cyclone’s share of development 

through to production. This structure ensures that Cyclone shareholders will either crystallise 

value at a premium or maintain exposure to multi-decade production without the burden of 

large-scale capital contributions. In both scenarios, the partnership secures a pathway to 

monetisation that few juniors can achieve independently. Further details of the joint venture 

are provided in Appendix III. 

Low Carbon Product & Hydropower 

A defining feature of the Iron Bear Project is its ability to deliver premium, low-carbon iron 

ore products at scale. These results place Iron Bear’s output within the small cohort of globally 

available DR-grade products, which are increasingly critical to the steel industry’s 

decarbonisation. Unlike traditional blast furnace feed, DR-grade pellets are essential for the 

direct reduction and electric arc furnace (DRI–EAF) steelmaking route, which offers up to a 

70% reduction in CO₂ emissions compared to conventional blast furnaces. As governments 

and producers accelerate their decarbonisation strategies, demand for such products is 

expected to outstrip supply significantly. 

The macro backdrop reinforces this structural trend. Policies such as the European Union’s 

Carbon Border Adjustment Mechanism (CBAM) and the United States’ Inflation Reduction Act 

(IRA) are explicitly incentivising the use of low-emission feedstocks. At the same time, major 

steelmakers in Europe, Japan, Korea, and North America are transitioning blast furnaces to 

DRI-EAF configurations to align with net-zero commitments. With only a handful of projects 

globally capable of consistently supplying DR-grade pellets, Iron Bear’s positioning as a 

scalable source of >68% Fe product provides a distinct competitive advantage and underpins 

its potential to command long-term price premiums in the seaborne market. 
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Equally significant is Iron Bear’s energy profile. In June 2025, Cyclone completed an AACE 

Class 5 power study led by Hatch, which confirmed that the project can be powered by 100% 

renewable energy, sourced from a combination of local hydropower and large-scale wind 

generation. The Phase 1 power configuration includes a 60 MW hydro facility at Menihek 

complemented by a 280 MW wind farm, with transmission links to the Churchill Falls hydro 

complex in later phases. This structure delivers unit power costs as low as CAD 0.023/kWh, 

among the lowest globally for magnetite projects, and critically ensures that Iron Bear’s pellet 

feed will be produced with a near-zero carbon footprint. In an industry increasingly exposed 

to carbon pricing, the ability to deliver low-emission products is not only an environmental 

advantage but a financial one. 

Valuation Report 

Cyclone Metals’ Iron Bear Project presents a compelling valuation disconnect between its 

intrinsic project economics and current market pricing. Based on a discounted cash flow (DCF) 

analysis, the project generates a Base Case implied enterprise value (EV) of A$219m and an 

Upside Case EV of A$408m. After including cash on deposit (A$28.2m), Cyclone’s total equity 

valuation is estimated at A$247.5m under the Base Case and A$436.4m under the Upside Case. 

On a per-share basis, this equates to an implied valuation of A$0.162 under the Base Case and 

A$0.286 under the Upside Case, versus a prevailing share price of just A$0.046. The analysis 

therefore implies a re-rating potential of 223% to 463%, with a mid-point fair valuation of 

A$0.224 per share. At current levels, Cyclone trades on a mere 0.21x Price/NAV multiple, 

substantially below both domestic and global peers in the magnetite development space. 

The valuation builds directly on the detailed technical and economic parameters outlined in 

the Iron Bear Scoping Study. Importantly, conservative assumptions have been applied 

throughout to ensure a realistic risk-adjusted outcome. For example, a 15% discount has been 

applied to the Base Case valuation and a 10% discount to the Upside Case to account for 

potential execution risks, including licensing, permitting, and other regulatory approvals that 

remain ahead of development. These adjustments provide a prudent buffer and reflect the 

project’s early stage of advancement, ensuring that the DCF outcomes remain credible and 

appropriately risk-weighted. 

Our analysis also adopts conservative long-term assumptions for iron ore pricing and focuses 

solely on the Iron Bear Project, which remains the clear driver of Cyclone’s intrinsic value. We 

have not attributed any additional value to Cyclone’s secondary assets, including Grant’s Port, 

Wee Macgregor, and Nickol River. Any exploration success or positive technical developments 

from these assets would represent incremental upside to our Base and Upside Case valuations. 

Given the more conservative approach of our model, our valuation outcome is materially 

lower than that presented in the Scoping Study; however, it still indicates potential upside of 

more than 300% from current market levels. This demonstrates CLE’s compelling investment 

opportunity. 

The undervaluation is particularly stark when contextualised against the scale and quality of 

Iron Bear. The project’s JORC 2012-compliant resource of 16.66 Bt at 29.3% Fe underpins 

multi-decade production of premium DR-grade pellets and blast furnace concentrate, placing 

Iron Bear among the largest undeveloped magnetite resources globally. This creates a 

compelling opportunity for investors to gain exposure to a Tier-One, globally significant iron 

ore project at a fraction of its intrinsic value. 

 

Iron Bear Project 
Cyclone Metals’ flagship asset is the Iron Bear Project, a large-scale magnetite development 

located in Canada’s Labrador Trough, one of the most significant and long-established iron ore 

producing regions in the world. The broader Quebec–Labrador iron ore district has been a 

cornerstone of global iron ore supply for more than 70 years, hosting multiple large-scale 

Cyclone Metals’ Iron 

Bear Project presents 

a compelling 

valuation disconnect 

between its intrinsic 

project economics and 

current market 

pricing. Based on a 

discounted cash flow 

(DCF) analysis, the 

project generates a 

Base Case implied 

enterprise value (EV) 

of A$219m and an 

Upside Case EV of 

A$408m. 



 

 

ASX:CLE 

Cyclone Metals Limited 

7 

operations that have benefited from strong infrastructure, favourable geology and reliable 

export routes. Iron Bear builds on this legacy, targeting production of a premium-grade 

magnetite concentrate with high iron content and low impurities, ideally suited to meet the 

steel industry’s growing demand for cleaner and more efficient feedstocks. The recently 

completed Scoping Study provides the first detailed technical and economic assessment of the 

project, laying the groundwork for feasibility studies and demonstrating the potential scale, 

competitive cost structure, and sustainability credentials of Iron Bear. 

As shown in Figure 2, the project is situated approximately 30 km northwest of the town of 

Schefferville, 250 km north of Labrador City, 550 km north of the deep-water port at Sept-Îles, 

and around 1,100 km northeast of Montreal. Road access to the site is via forestry and mining 

tracks from Schefferville, with the final 45 km requiring upgrading for year-round operations. 

Crucially, the project lies in close proximity to regional rail infrastructure that directly 

connects to Sept-Îles, providing access to established export corridors and reducing the need 

for major new infrastructure investment. . 

Figure 2: Iron Bear Location 

 

Source: Company 

 

Scoping Study 

The recently released Scoping Study for Cyclone Metals’ Iron Bear Project provides the first 

comprehensive assessment of the scale, cost structure and financial outcomes of this globally 

significant magnetite development. The study confirms the project’s ability to support a large-

scale operation producing 25m tonnes per annum of high-quality iron ore products over an 

initial mine life of 18 years, equating to just 9% of the current 16.66Bt mineral resource 
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grading 29.3% Fe. This resource base underpins the longevity of Iron Bear and highlights the 

scope for future expansions well beyond the initial development window.  

 

Figure 3: Scoping Study Key Figures 

Metric Result Notes 

Mineral Resource 16.66 Bt @ 29.3% Fe 

Resource base underpins long 
mine life; only 9% utilised in 
current study 

Mine Life 18 years 
Based on 9% of resource, scope 
for extensions 

Annual Production 25 Mtpa 
Split into BF Concentrate 16 Mtpa 
and DR Pellets 9 Mtpa 

Product Grades 

BF Concentrate: 69.8% Fe; 
DR Pellets: high-grade, low 
impurities 

Premium products attract pricing 
uplift 

Stripping Ratio 0.34 
Very low, supports competitive 
costs 

Pre-production 
CAPEX US$ 4.64bn 

Includes mine, plant, tailings, 
infrastructure 

Operating Costs 
(FOB) 

BF Concentrate: US$ 46.1/t; 
DR Pellets: US$ 67.8/t 

Positions Iron Bear in the lower 
quartile globally 

Iron Ore Price 
Assumption 

US$ 90/t (62% Fe IODEX 
benchmark) Conservative long-term base case 

Post-tax NPV (8%) US$ 9.79bn At 8% discount rate 

Post-tax IRR 18.6% 
Attractive relative to large-scale 
peers 

Payback Period < 5 years From start of operations 

Power Source Renewable hydropower Supports low-carbon profile 

Sustainability 

Premium, low-impurity 
products; reduced emissions 
in steelmaking 

Aligned with global 
decarbonisation trends 

Source: East Coast Research & Company 
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The proposed production profile is designed to deliver two premium product streams: 16m 

tonnes per annum of blast furnace (BF) concentrate and 9m tonnes per annum of direct 

reduction (DR) pellets. The BF concentrate is aimed at traditional steelmaking markets, while 

the DR pellets, with higher grade and lower impurities, are targeted at electric arc furnace 

operators and emerging low-carbon steel path. Figure 4 shows Iron Bear’s planned product 

output over its 18-year mine life, ramping up from commissioning to a steady-state of around 

25 Mtpa from Year 6 onwards (Figure 4).  

 

Figure 4: Annual Production Target (tonnage). Scoping Study Base Case Scenario 

 

Source: Company 

From a financial perspective, the Scoping Study presents highly attractive outcomes, with the 

project delivering a post-tax NPV (8%) of US$9.79 bn, underscoring its strong long-term value 

potential even when discounted at a moderate rate. While our valuation indicates an upside 

of more than 300%, it remains below the Scoping Study’s NPV due to the more conservative 

parameters applied. These include adjustments for regulatory and permitting risks, a lower 

steady-state growth assumption in perpetuity, and a higher discount rate. The Internal Rate 

of Return (IRR) of 18.6% demonstrates the project’s capacity to generate attractive returns 

relative to its capital base, even when benchmarked against other large-scale resource 

developments. The pre-production capital expenditure (CAPEX) is estimated at US$4.64bn, 

covering mine development, processing plants, tailings facilities, logistics integration and 

supporting infrastructure. While this represents a significant upfront commitment, it is 

proportionate to the scale of the operation and is mitigated by the project’s exceptionally low 

operating costs. 

Operating costs (FOB) are estimated at US$46.1 per tonne for BF concentrate and US$67.8 per 

tonne for DR pellets. These figures place Iron Bear within the lower quartile of the global cost 

curve for high-grade magnetite, a position that is further enhanced by the project’s low life-of-

mine stripping ratio of just 0.34 (Figure 5). This favourable geometry means minimal waste 

movement relative to ore mined, which is a critical driver of operating efficiency. Together, 

these metrics establish Iron Bear as a globally competitive supplier of premium magnetite 

products.  Figure 5 illustrates after a higher initial phase, the strip ratio quickly falls and 

remains consistently low, meaning minimal waste is moved relative to ore. This supports the 

Scoping Study’s assumption of competitive operating costs and confirms Iron Bear’s 

positioning in the lower quartile of the global magnetite cost curve. 
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Figure 5: Material Moved and Strip Ratio 

 

Source: Company 

 

The financial model has been based on a conservative long-term benchmark iron ore price of 

US$90 per tonne for the 62% Fe IODEX index. Importantly, Iron Bear’s product suite is 

expected to attract significant quality premiums due to its higher iron content and low 

impurities, particularly for the DR pellets, which are in growing demand as steelmakers 

transition towards low-carbon production. The Scoping Study therefore demonstrates that 

Iron Bear is capable of generating substantial free cash flow over its initial 18-year life, with a 

payback period of less than five years from commencement of operations. Beyond the initial 

mine life, the sheer size of the mineral resource base highlights the potential for multiple 

decades of production. 

 

Iron Bear Joint Venture with Vale 

The partnership with Vale represents one of the most significant strategic advantages for the 

Iron Bear Project and for Cyclone Metals as a whole. The terms of the agreement have been 

detailed in Appendix III. Vale is the world’s largest producer of premium-grade iron ore and 

has established itself as the leading supplier of high-grade pellet feed and concentrate into the 

global steel industry. Its involvement in Iron Bear provides powerful external validation of the 

project’s potential, both in terms of technical merit and commercial relevance. For a company 

of Vale’s scale and standing to commit resources to the partnership signals strong confidence 

that Iron Bear can deliver into the growing premium magnetite segment and meet the evolving 

needs of steelmakers seeking low-carbon feedstocks. 

The benefits of this partnership extend across several dimensions. From a technical 

perspective, Vale brings decades of experience in developing, operating, and optimising large-

scale magnetite projects. This expertise significantly de-risks the project. Access to Vale’s 

technical knowledge and operational capabilities provides Cyclone Metals with an additional 

depth of expertise. 

On the commercial side, Vale has an unrivalled global marketing and distribution network for 

high-grade iron ore products, with strong customer relationships in key markets such as 

MENA, China, Japan, South Korea, and Europe. This provides Iron Bear with direct access to 

established buyers who are already paying premiums for cleaner and higher-grade ore. By 

leveraging Vale’s marketing reach, Cyclone Metals can secure offtake arrangements and 

pricing terms that would be difficult to achieve on a standalone basis, while also reducing the 

time required to establish new market channels. 

The financial implications of the partnership are equally important. Vale’s participation 

enhances the credibility of the Iron Bear Project in the eyes of investors, lenders, and potential 

strategic partners, improving the company’s ability to access capital on more favourable 
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terms. The endorsement of a global major mitigates the perception of execution and financing 

risk, often a key barrier for junior developers. It also raises the potential for Vale to participate 

more directly in future development stages, whether through joint venture structures, funding 

support, or operational involvement, thereby further reducing capital requirements for 

Cyclone Metals. For shareholders, this structure is particularly advantageous as it reduces the 

need for Cyclone to issue large volumes of new shares to finance these critical project 

milestones. In effect, Vale’s staged contributions substitute for equity raisings that would 

otherwise dilute existing holders, preserving ownership and exposure to project upside. 

The partnership also aligns Iron Bear with Vale’s long-term strategy of supplying premium 

products into a decarbonising steel industry. As Vale is actively working with customers to 

lower Scope 3 emissions across its value chain, Iron Bear’s low-carbon, hydro-powered 

magnetite concentrate fits seamlessly into this agenda.  

 

Resource Scale 

Its sheer scale is a distinguishing factor, hosting a world-class JORC (2012) Mineral Resource 

of 16.66Bt (Figure 6) at 29.3% Fe, of which 2.15Bt are classified as Indicated and 14.5Bt as 

Inferred. This enormous endowment makes it the largest undeveloped magnetite resources 

globally and has been described as “effectively infinite” in scale, given that the current Scoping 

Study mine plan utilises only 9% of the inventory to support an initial 18-year life of mine at 

25Mt per annum of production. In other words, the resource base is so vast relative to the 

planned output that it could sustain multiple generations of mining, providing Cyclone with 

unrivalled longevity and scalability. Iron Bear’s resource size was in fact a key factor in 

attracting Vale S.A. 

 

Figure 6: Mineral Resource Estimate 

Category 
Volume 
(Bm³) 

Density 
(t/m³) 

Tonnes 
(Bt) 

Mag 
Fe 

(%) 

Total 
Fe 

(%) 

Mn  
(%) 

SiO₂ 
(%) 

K₂O  
(%) 

MgO 
(%) 

MnO 
(%) 

Na₂O 
(%) 

P 
(%) 

LOI 
(%) 

Indicated 0.64 3.37 2.15 18.97 28.68 0.53 46.12 0.06 2.49 0.69 0.03 0.03 6.94 

Inferred 4.28 3.39 14.51 18.13 29.44 0.52 45.75 0.08 2.22 0.67 0.03 0.03 4.83 

Total 4.92 3.39 16.66 18.24 29.34 0.52 45.8 0.08 2.26 0.67 0.03 0.03 5.1 

Source: East Coast Research & Company 

 

In addition to the defined resource, Iron Bear benefits from an exploration target estimated at 

16 to 21 Bt at grades between 24% and 33% Fe, providing substantial upside potential 

through continued drilling. If this exploration target is progressively converted to JORC 

resources, Iron Bear could ultimately host in excess of 30 Bt of mineralisation, placing it on 

par with or above the largest magnetite projects globally. 

Iron Bear’s vast resource offers the opportunity to become a cornerstone supplier of high-

grade magnetite concentrate and DR pellets at a time when the global steel sector is pivoting 

toward lower-carbon production methods. Large-scale magnetite projects offer economies of 

scale that drive down unit operating costs, particularly when combined with nearby 

infrastructure such as open access heavy haul rail and deep-water ports . This improves 

capital efficiency and strengthens the long-term competitive positioning of the project relative 

to smaller-scale peers.  
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Iron Bear’s High-Grade Product 

The Iron Bear Project is designed to produce a premium magnetite concentrate grading 69.1% 

Fe, which stands well above the benchmark 62% Fe fines that dominate the seaborne iron ore 

trade. This higher iron content provides steelmakers with a material efficiency advantage, as 

higher-grade ores require less energy and flux to produce the same volume of steel, translating 

into lower operating costs and reduced carbon emissions. Equally important is the very low 

level of deleterious elements in the Iron Bear concentrate, including minimal silica, alumina, 

and phosphorous. These impurities are problematic in blast furnace and direct reduction 

processes because they lower productivity, increase slag volumes, and contribute to higher 

energy use.  

The quality of the proposed product places Iron Bear firmly within the category of premium 

magnetite concentrates, which consistently attract pricing at a significant premium to the 62% 

Fe index. DR grade magnetite concentrates such as those produced from Iron Bear command 

material pricing premiums, with market evidence of US$50–60 per tonne above the 62% Fe 

fines benchmark, compared with pelletising costs of just US$15 per tonne. In practical terms, 

this means the project is well positioned to generate enhanced margins through the cycle, as 

premiums for high-grade feedstocks have proven to be structurally resilient even during 

periods of iron ore price weakness. This pricing dynamic is underpinned by the global steel 

sector’s decarbonisation agenda, with leading steelmakers in Asia and Europe increasingly 

targeting low-carbon, high-grade raw materials to meet emission reduction commitments.  

The ability to market a 69.1% Fe concentrate with low impurities also expands the potential 

customer base for Iron Bear, as the product is equally suitable for traditional blast furnaces 

and emerging direct reduced iron (DRI) technologies.  

 

Metallurgy 

Cyclone Metals has undertaken extensive metallurgical test work on the Iron Bear Project, and 

the results have consistently highlighted the project’s ability to produce premium-grade 

magnetite concentrates and pellets at high recoveries. Over 17 tonnes of ore were processed 

at the pilot plant in Québec City, yielding direct reduction (DR) grade concentrate grading 71% 

Fe with just 1.2% SiO₂, alongside blast furnace (BF) concentrate grading 69.1% Fe and 3.5% 

SiO₂.  

Subsequent flotation optimisation test work further demonstrated the robustness of the 

metallurgy. Average mass yields of 87% to 89% were achieved while still maintaining 

concentrate grades suitable for DR pellet production, a material improvement over earlier 

results which delivered 80% yield. These results indicate that the ore body is highly amenable 

to beneficiation, allowing for efficient recovery of iron units while keeping silica at low levels. 

The company also successfully produced 260 kilograms of DR pellets grading 68.4% Fe and 

1.5% SiO₂, which exhibited excellent metallisation properties and physical strength, validating 

the commercial viability of large-scale pellet production. 

The test work has extended beyond concentrate and pellet production to include process 

optimisation for tailings and waste management. Cyclone has initiated studies for a dry 

tailings stacking solution, a development that will eliminate the need for conventional tailings 

dams and enable progressive rehabilitation of mining areas. This approach not only reduces 

environmental risks but also enhances the social acceptability of the project in Canada’s 

Labrador Trough, a region where community engagement and sustainability are critical to 

development. 
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Mining & Processing 

The Scoping Study outlines a conventional open-pit mining operation at Iron Bear, taking 

advantage of the project’s near-surface, laterally continuous magnetite-bearing formations. 

The geometry and scale of the deposits allow for large-scale, low-strip ratio mining, which 

supports efficient ore extraction and underpins a long mine life. Standard mining equipment 

and techniques are proposed, reducing complexity and aligning with industry-proven 

practices already well established in the Labrador Trough. Ore will be mined and hauled to a 

central processing facility located adjacent to the deposits, ensuring short haul distances and 

streamlined operations. 

The proposed processing flowsheet is designed to beneficiate the magnetite ore into a 

premium-grade blast furnace concentrate, with an average product grade of 69.1% Fe. The 

flowsheet comprises conventional crushing and grinding to liberate the magnetite, followed 

by magnetic separation to recover the concentrate. This staged process has been selected for 

its ability to produce a consistent, high-grade product with low levels of deleterious elements 

such as silica, alumina, and phosphorus. Importantly, the simplicity of the design minimises 

technical risk, while the use of established processing technology allows for reliable 

performance forecasting. 

 

Infrastructure 

The project is strategically located near established road networks that link directly to rail 

lines historically used by major iron ore operations in the region. These rail corridors connect 

to deep-water ports on the Canadian east coast, ensuring reliable year-round access to global 

markets and removing the need for significant new infrastructure investment. This level of 

connectivity reduces both capital intensity and execution risk, giving Iron Bear a clear 

advantage over more remote magnetite developments. In addition, supporting facilities such 

as the processing plant, site access roads, workshops, and accommodation will be integrated 

into the existing infrastructure framework and powered by renewable electricity, further 

enhancing the project’s sustainability and efficiency. 

A central feature of the project’s infrastructure plan is the use of abundant, low-cost 

hydroelectric power available in the region. Hydropower is delivered through Quebec’s 

extensive grid, which is underpinned by large-scale hydroelectric dams that generate 

consistent baseload power with near-zero carbon emissions. By tapping into this grid, Iron 

Bear can secure long-term access to renewable electricity at stable and competitive rates. The 

concept not only reduces reliance on diesel or gas-fired power generation, which are both 

higher cost and carbon intensive, but also ensures energy security for a project where 

processing magnetite into concentrate is energy-intensive. Hydropower provides a structural 

cost advantage over global peers operating in jurisdictions where electricity is fossil-fuel 

based, and it enhances the project’s ability to market a genuinely low-carbon magnetite 

product. 

The benefits of this hydropower integration extend beyond operating costs. Steelmakers are 

increasingly under pressure to reduce the carbon intensity of their supply chains, and securing 

feedstocks produced with renewable energy allows them to lower Scope 3 emissions. Iron 

Bear’s access to clean hydropower directly supports this demand, positioning its magnetite 

concentrate as a premium product not only for its high-grade specification but also for its 

strong sustainability credentials. This alignment with global decarbonisation trends provides 

a competitive edge in attracting offtake partners and strategic investors. 

There is also a potential role of wind power in complementing the project’s renewable energy 

profile, with planned windfarm infrastructure forming part of the broader energy mix 

available in the Labrador Trough. The region has favourable conditions for wind generation, 

including consistent wind resources and established provincial initiatives to expand 
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renewable energy capacity. For Iron Bear, access to wind-generated power offers an 

additional renewable energy source that can be integrated alongside the region’s extensive 

hydropower network. 

The concept of incorporating windfarm infrastructure is twofold. Firstly, it provides energy 

diversification, reducing reliance on a single power source and enhancing the long-term 

resilience of project operations. Secondly, it strengthens the sustainability profile of the 

project, as the combined use of hydro and wind ensures that virtually all operational power 

requirements are met through renewables.  

From a cost perspective, wind power can complement hydro by supplying additional capacity 

during peak demand periods, while excess generation can be fed into the regional grid. This 

balance between hydro baseload and wind variability ensures a stable, reliable, and 

competitively priced energy supply.  

Figure 7 illustrates the Iron Bear Project’s proximity to key infrastructure, including renewable 

and hydro power sources, high-voltage substations, and an established railway. It highlights 

the project’s access to energy from the nearby Menihek and Churchill Falls hydro plants as 

well as a local wind farm, with staged transmission line upgrades planned to support future 

growth. The map also shows direct rail connectivity through Schefferville. 

Figure 7: Iron Bear Renewable Asset Location 

 

Source: Company 
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Timeline & Development 

The development pathway for the Iron Bear Project is structured around a series of key 

milestones that take the project from its current study stage through to potential construction 

and production (Figure 8). The recently completed Scoping Study represents the first formal 

technical and economic assessment of the project, establishing proof of concept and providing 

a strong foundation for further feasibility work. This stage has outlined the project’s potential 

scale, infrastructure requirements, financial outcomes, and sustainability credentials, and 

serves as the basis for advancing to more detailed evaluation. 

 

Figure 8: Development Plan & Key Risks  

 

Source: Company 

Cyclone Metals has now advanced the Iron Bear Project beyond the Scoping Study stage, with 

the Pre-Feasibility Study (PFS) formally launched in September under the lead of global 

engineering firm Hatch Ltd. The PFS, which is being prepared to an AACE Class 4 cost-estimate 

standard, will refine key parameters including mine design and scheduling, metallurgical 

testwork, processing and pelletising options, logistics and export pathways, environmental 

and social baseline studies, and capital and operating cost estimates. The study is targeted for 

completion in Q2 2026, marking an important de-risking milestone on the project’s pathway 

to development. The work is being funded under Cyclone’s Development Agreement with Vale 

S.A. 

Following the PFS, the project will progress to a Definitive Feasibility Study (DFS), which will 

provide the level of technical and economic certainty required to secure project financing and 

make a final investment decision. The DFS will incorporate detailed engineering, capital and 

operating cost estimates, and advanced metallurgical results, as well as finalised 

environmental and permitting approvals. The DFS stage is typically expected to take 18 to 24 

months. 

Assuming positive outcomes from the DFS and successful financing arrangements, Iron Bear 

would then transition into the development and construction phase. This would involve the 

establishment of open-pit mining operations, the construction of the processing plant, and the 

integration of supporting facilities such as workshops, accommodation, and site 

infrastructure. Construction is expected to take between two and three years, depending on 

permitting timelines and equipment delivery schedules. During this period, rail and port 
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agreements would be finalised to secure logistics for concentrate transport to international 

customers. 

The first production milestone is targeted for approximately 2032, with a ramp-up period 

following construction to reach nameplate capacity. Early production will be focused on 

meeting offtake commitments, with concentrate shipments commencing soon after 

commissioning of the processing plant. Once steady-state operations are achieved, Iron Bear 

is expected to deliver a long mine life with consistent output of premium-grade 69.1% Fe 

magnetite concentrate. 

 

Industry Outlook: Iron Ore and Cyclone 
Metals’ Strategic Positioning 
 

Iron ore is one of the most essential industrial minerals in the world, primarily used to 

produce steel and cast iron. When refined, iron becomes the base material for ferrous metals, 

which are vital for building infrastructure, manufacturing automobiles, producing machinery, 

and constructing buildings. Iron is also alloyed with other metals to enhance strength, 

corrosion resistance, and durability in specialised applications. The global importance of iron 

ore is closely tied to China, the world’s largest producer and exporter of stainless steel. 

Although China ranks third in iron ore production, its domestic output is insufficient for its 

massive steel industry. As a result, it imports over 70% of global seaborne iron ore. In July 

2025, iron ore prices once again crossed the symbolic US$100 per ton threshold, marking the 

first return to triple-digit levels since May. This rally reflects a broader improvement in market 

sentiment driven by China’s public commitment to stimulate infrastructure, real estate, and  

industrial sectors, all of which are iron ore-intensive.  

Much of the price recovery stems from policy signals in Beijing. According to Bloomberg, 

Chinese officials pledged to address structural issues such as outdated industrial capacity and 

excessive market competition, while introducing targeted real estate stimulus. These 

announcements had immediate psychological impact, shifting trader sentiment and lifting 

Dalian iron ore futures. Iron ore prices surged past $100 as China’s policy signals revived 

market optimism, boosting demand expectations. Simultaneously, Rio Tinto fast-tracked 

shipments from Guinea’s highgrade Simandou project, potentially reshaping global supply. 

However, analysts warn the rally may be sentiment-driven, not backed by fundamentals. 

Economist Wei Zhang commented, "The market is responding not just to current consumption 

patterns but to anticipated demand based on policy signals." This sentiment-forward trading 

environment aligns with seasonal construction booms expected in late summer and early fall 

across key cities like Dalian.  

Simandou 

The Next Supply Shock in the Making? Coinciding with the price surge, Rio Tinto announced 

an accelerated shipping schedule from the long-delayed Simandou project in Guinea. Initial 

shipments from the Simfer mine are now expected in November 2025, rather than 2026, at a 

volume of 0.5–1 Mt. While modest at first, Simandou’s long-term capacity of 120Mt per year 

could eventually add about 8% to global seaborne supply. Analysts at RBC forecast output 

reaching 12Mt in 2026 and 48 million by 2028. This measured ramp-up gives markets time to 

adjust. Simandou’s high-grade ore, with iron content above 65%, also enhances its market 

appeal, offering efficiency and environmental benefits for steelmakers. Yet, the massive 

Transguinéen railway (650 km) remains a logistical hurdle that must be overcome to meet 

deadlines. Despite the positive momentum, some analysts remain cautious. Citigroup’s 

Shreyas Madabushi and his team argue that current prices exceed market fundamentals, 

driven more by sentiment than real demand. They predict a gradual decline in steel output, 
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not a sharp collapse, which could cap price gains. On the supply side, Rio Tinto’s Q2 shipments 

from Pilbara (79.9Mt) fell short of the 81.93Mt forecast, showing the challenge of sustaining 

output even in mature supply regions. Market strategist Michael Chen warns that if China’s 

promised stimulus does not translate into actual demand, the bullish pricing case may weaken 

quickly.  

Figure 9: Key Indicators of Iron Ore Market Dynamics - Projections 

 

Source: East Coast Research & Discovery Alert 

China’s Steel Sector 

The Demand Engine China’s influence on iron ore prices remains unmatched, producing over 

55% of the world’s steel. Current steel mill capacity utilisation sits at 85%, leaving some room 

for cuts. A hypothetical 50Mt reduction in steel output would cut iron ore demand by roughly 

80Mt, or about 5% of global seaborne trade. With construction absorbing 35% of China’s steel, 

policy updates aimed at the property sector have an outsized impact. Recent signals suggest 

targeted urban projects instead of blanket stimulus. Satellite data confirms an 8% YoY rise in 

unloading of construction materials at key ports in Q2 2025, hinting at early progress. 

Steelmakers are increasingly seeking higher-grade ores to meet emissions regulations. Ores 

with 65%+ Fe now trade at up to 15% premiums over the 62% benchmark. This benefits 

suppliers like Simandou and adds a new layer to market dynamics. Australia, supplying ~60% 

of global seaborne iron ore, is the largest winner from high prices. Each $10 increase in price 

adds hundreds of millions to the earnings of miners like Rio Tinto, BHP, and Fortescue. Return 

on capital has now surpassed 25% for top-tier producers. Despite efforts to diversify, China 

will remain heavily dependent on Australian supply. Even after full Simandou ramp-up, 

dependency might only drop from 70% to 60% by 2030.  

 

Iron Ore Pellets 

The global steel industry is undergoing a structural transformation, and iron ore pelletising 

has emerged as a critical component in meeting the evolving needs of modern steel 

production. Pelletising - the process of agglomerating fine iron ore concentrate into spherical 

pellets typically 8–16 mm in size—has become increasingly essential as producers adapt to 

resource constraints, environmental regulations, and technological shifts towards low-carbon 

steelmaking. 

A key driver of this trend is the declining availability of naturally high-grade iron ore. As major 

deposits are progressively depleted, steelmakers increasingly rely on lower-grade ores that 
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must be beneficiated into fine concentrates before use. These concentrates, while rich in iron, 

are in powder form and cannot be fed directly into blast furnaces or direct reduction (DR) 

units without compromising efficiency and productivity. Pelletising transforms these fines 

into durable, uniform granules, enabling efficient gas flow, heat transfer, and reduced material 

loss during steelmaking. This has made pelletising an indispensable step in the value chain for 

high-grade magnetite and hematite projects alike. 

Another major factor driving growth in pellet demand is the shift in buyer preferences toward 

higher-grade, low-impurity products. In China—the world’s largest steel producer—policy 

reforms aimed at cutting emissions and improving energy efficiency have prompted steel mills 

to increase their use of premium feedstocks such as pellets and DR-grade concentrates. Pellets 

allow mills to reduce their reliance on sintering, a highly polluting process that accounts for a 

significant portion of carbon and particulate emissions. By substituting sinter with pellets, 

Chinese steelmakers can improve furnace productivity, reduce coke consumption, and lower 

CO₂ intensity per tonne of steel produced. According to CRU Group, pellet imports into China 

are expected to rise by approximately 70Mt over the next decade as mills shift toward cleaner 

and more efficient operations. 

The transition toward sustainable and low-carbon steelmaking is another major force 

underpinning the rise of pelletising. As governments and corporations worldwide commit to 

net-zero emissions, technologies such as direct reduced iron (DRI) and hydrogen-based 

steelmaking are gaining traction. These processes require feedstocks with iron content 

typically above 67% Fe and extremely low levels of impurities like silica, alumina, and 

phosphorus—criteria best met by pelletised magnetite concentrates. Consequently, DR-grade 

pellet demand is set to accelerate in regions investing heavily in green steel capacity, including 

Europe, the Middle East, and emerging hydrogen hubs such as Canada and Australia. 

Figure 10: Global Iron Ore Pellets Forecast 

 

Source: East Coast Research & Grand Review Research 

 

The benefits of pelletised iron ore extend beyond environmental performance. Pellets offer 

superior furnace performance, leading to higher throughput, better reducibility, and 

improved heat transfer within both blast furnaces and DR plants. They also generate lower 

dust emissions, reduce handling losses, and maintain structural integrity during transport and 

storage, which is particularly valuable for long-distance seaborne trade. Furthermore, the use 

of pellets reduces coking coal requirements, improving cost efficiency and mitigating 

exposure to volatile metallurgical coal prices. 
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The market outlook for iron ore pellets is robust, supported by both structural and cyclical 

drivers. Industry research estimates that the global iron ore pellet market was worth 

approximately US$60.8bn in 2024 and is projected to grow to US$94.5bn by 2032, 

representing a compound annual growth rate of over 6%. Much of this growth is expected to 

come from the rising share of premium DR-grade feedstock within total iron ore demand, 

reflecting both environmental policy shifts and the economics of higher furnace productivity. 

Analysts expect pellet premiums over standard 62% Fe fines to remain elevated, as 

steelmakers increasingly prioritise feed quality and carbon efficiency. 

 

 

Discounted Cash Flow Valuation  
Cyclone Metals’ valuation is underpinned by a discounted cash flow analysis of the Iron Bear 

Project, which is being advanced in partnership with Vale. Under the terms of the joint venture 

agreement, Vale is assumed to fund the full pre-production capital cost of US$4.64bn, 

effectively carrying Cyclone through to production on a non-dilutionary basis. In return, 

Cyclone will be required to repay its 25% share of pre-production capital from future free cash 

flow generated by the project. This carried funding attracts an interest rate of 12%, 

compensating Vale for the opportunity cost of capital as well as reflecting the development 

and execution risks inherent to the Iron Bear Project. This structure substantially reduces 

near-term funding risk for Cyclone shareholders, while ensuring that the valuation 

appropriately captures the economic impact of the carried funding arrangement and its 

associated cost of capital. 

The model forecasts production to commence in 2032, consistent with the likely development 

schedule following completion of feasibility studies and permitting. The model includes two 

years of pre-production in 2030 and 2031, with costs initially being carried by Vale under the 

joint venture terms. Revenues have been derived from a 25 Mtpa production profile 

comprising 16 Mtpa blast furnace concentrate and 9 Mtpa direct reduction pellets.  

 

Revenue Analysis 

The pricing assumptions applied in our model are derived from long-term iron ore market 

forecasts from Wood Mackenzie and adjusted to reflect the superior quality characteristics of 

the Iron Bear Project’s products. In our model, the underlying 62% Fe benchmark price is 

assumed to increase by 2% per annum in the Base Case and 2.5% per annum in the Upside 

Case. 

For the Blast Furnace (BF) concentrate, pricing is built from the long-term 62% Fe benchmark, 

consistent with the Scoping Study’s approach. Given Iron Bear’s exceptionally high-grade 

magnetite concentrate and low impurity profile, we apply a high-grade premium of US$18/t, 

higher than the premium assumed in the Scoping Study. This uplift reflects the sustained 

structural demand for premium-grade feedstocks that improve blast furnace efficiency and 

reduce carbon intensity, particularly as global steelmakers transition toward lower emissions. 

After deducting freight costs, this yields the realised BF price used in our revenue forecasts. 

To capture the potential for increasing demand for high-grade magnetite products, we also 

assume the high-grade premium rises by US$5 after 10 years of production in both our Base 

and Upside cases. 

For the Direct Reduction (DR) product, pricing is similarly based on the 62% Fe benchmark, 

with the addition of a pellet premium of US$55/t to reflect the product’s direct applicability in 

low-carbon steelmaking via hydrogen-based or electric arc furnace routes. Freight costs are 

then deducted to determine the realised FOB DR price. In the Upside case, we assume the 
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pellet premium increases to US $60/t after 10 years of production, recognising the expected 

growth in demand for DR-grade pellet feed. 

Our assumed high-grade and pellet premiums are higher than those used in the Scoping Study, 

as we view the study’s pricing inputs as understated relative to prevailing and forward-

looking market dynamics. Industry data from Platts and Fastmarkets increasingly indicate 

sustained structural premiums for low-impurity, high-Fe magnetite concentrates and DR-

grade pellet premiums that have expanded materially since 2021 amid tightening 

environmental standards and accelerating investment in low-carbon steelmaking. We believe 

the runway for these premiums to expand to higher levels is strong and have modelled our 

assumptions accordingly to better capture the long-term value potential of Iron Bear’s 

premium-grade products. 

In our model, we have adopted the Base Case steady-state production scenario from the Iron 

Bear Scoping Study, which assumes annual throughput of 25Mtpa of high-grade magnetite 

products over an 18-year mine life. The study also evaluated a High Case scenario of 50Mtpa, 

reflecting the substantial scale potential of the deposit. While detailed economic metrics for 

this higher-capacity case have not been released, it is reasonable to expect materially stronger 

project returns under such an expansion. Consequently, our valuation, based solely on the 25 

Mtpa Base Case, should be viewed as having material upside potential should the project 

advance toward the larger 50 Mtpa steady-state configuration. 

 

Figure 11: Revenues & 62% Fe Price Assumption (Base Case) 

 
Source: East Coast Research 

 

Figure 11 highlights total revenue and prices of 62% Fe in the base case with total revenues 

increasing from US$547m in Year 1 to US$3.54bn by Year 18. The model applies a 2.0% per 

annum growth rate to the benchmark 62% Fe CFR price. It shows the sharp uplift in revenues 

in Year 6 as full steady-state output is achieved. Beyond this point, revenues trend upward 

modestly due to the applied price growth assumption, demonstrating stable long-term cash 

flow generation. 
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Figure 12: Revenues & 62% Fe Price Assumption (Upside Case) 

 
Source: East Coast Research 

The upside case reflects the same production ramp-up schedule but incorporates a higher 

long-term 62% Fe price trajectory, increasing at 2.5% per annum. Revenues rise from 

US$553m in Year 1 to US$4.11bn by Year 18, illustrating the material leverage of Iron Bear’s 

revenue profile to sustained price appreciation. The model reaches steady-state production in 

Year 6, after which higher price growth drives continued top-line expansion. 

 

 

Figure 13: EBIT Margin per Year of Production 

 
Source: East Coast Research 

Figure 13 illustrates Cyclone Metals’ forecast EBIT margins for the Iron Bear Project under 

both the Base and Upside Case scenarios. Margins expand rapidly through the initial 

production ramp-up, increasing from approximately 30% in Year 1 to over 50% by Year 6 as 

throughput rises and economies of scale are realised. Under the Upside Case, stronger product 

pricing and incremental grade improvements drive further expansion, with EBIT margins 

stabilising between 60–65% beyond Year 10. In contrast, the Base Case assumes more 
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conservative pricing and steady-state cost assumptions, resulting in margins plateauing 

around 55%. The consistent margin differential between scenarios highlights the project’s 

strong operational leverage to realised prices. 

 

Terminal Value 

To capture the value beyond the 20-year explicit forecast horizon, a terminal value has been 

included using a perpetual growth rate of 0.5% to calculate the terminal value in our DCF, 

compared to the 2% perpetual growth rate adopted in the Cyclone Metals Scoping Study. 

While the Scoping Study assumes sustained real growth consistent with broader iron ore 

demand trends, our 0.5% rate provides a lower-bound estimate that mitigates the risk of 

overstating terminal value. The result is a more conservative valuation outcome, ensuring that 

long-term upside from future expansions or resource conversion is not overstated, while still 

recognising the ongoing cash flow potential of the Iron Bear resource beyond the initial 

forecast period. 

 

Weighted Average Cost of Capital 

The weighted average cost of capital (WACC) applied in this valuation is 11.56%. The risk-free 

rate has been set at 4.30%, derived from the US 10-year Treasury yield, which is the most 

appropriate benchmark given that the Iron Bear Project’s cash flows will be denominated in 

US dollars. While Cyclone Metals is listed on the ASX and has an Australian investor base, using 

the Australian government bond rate would misrepresent the project’s cost of capital since 

the underlying economics, funding, and potential financing partners are more closely tied to 

the US dollar environment. 

The cost of debt is estimated at 7.50%, reflecting the US 10-year Treasury yield plus a risk 

premium to capture credit risk, project development uncertainty, and jurisdictional factors 

associated with a greenfield mining project in Canada. Applying the assumed corporate tax 

rate of 30%, this translates to an after-tax cost of debt of 5.25%, consistent with the tax 

deductibility of interest expenses. 

The cost of equity is calculated at 12.26%, using the same 4.3% risk-free rate adjusted for a 

market risk premium of 4.33%, a levered beta of 1.146, and an additional 3% size premium to 

reflect Cyclone’s junior market status and higher operational risk profile relative to larger 

peers. 

The capital structure is assumed to comprise 90% equity and 10% debt, reflecting Cyclone’s 

limited debt capacity given the project’s early-stage nature and the carried-funding 

arrangement with Vale. Under this structure, Vale’s pre-production funding effectively 

operates as a form of quasi-debt, to be repaid from Cyclone’s share of future free cash flows 

with interest, similar to carried joint venture models such as Oz Minerals- Cassini West 

Musgrave Project. This conservative assumption recognises that traditional third-party 

gearing would likely be minimal until after the carry is repaid. Combining these inputs results 

in a weighted average cost of capital of 11.56%, which serves as the discount rate applied to 

the company’s post-tax free cash flows in this valuation. 
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Sensitivity Analysis 

Figure 14: Base Case Share Price Sensitivity to Change in Assumptions 

Steady 
state 

growth 
Rate 

  WACC 

0.162 9.56% 10.56% 11.56% 12.56% 13.56% 

1.0% 0.176 0.170 0.165 0.160 0.157 

0.8% 0.174 0.168 0.163 0.159 0.156 

0.5% 0.173 0.167 0.162 0.158 0.155 

0.3% 0.171 0.166 0.161 0.158 0.154 

0.0% 0.170 0.165 0.160 0.157 0.154 

Source: East Coast Research 

A sensitivity analysis was undertaken to test the robustness of our valuation under varying 

discount rate and steady-state growth assumptions. The analysis flexes the terminal growth 

rate between 0% and 1.0% and the weighted average cost of capital (WACC) between 9.56% 

and 13.56%. Our base-case assumptions of a 0.5% steady-state growth rate and 11.56% WACC 

derive a valuation of A$0.162 per share. As shown in Figure 14, the valuation remains most 

sensitive to movements in the discount rate, with a 1% reduction in WACC lifting the implied 

valuation to A$0.165–0.170 per share, while a 1% increase lowers it to A$0.157–0.160 per 

share. Higher steady-state growth rates also drive additional upside to the base-case 

valuation, with the implied valuation rising to as high as A$0.176 per share at the top end of 

the range (1.0% growth and 9.56% WACC). This demonstrates that even modest 

improvements in long-term growth assumptions or a lower perceived cost of capital could 

materially enhance the project’s implied equity value. 

The valuation is also particularly sensitive to movements in the high-grade and DR pellet 

premia, which directly influence realised pricing. Each additional US$1/t increase in premium 

flows through to higher revenues, margins, and ultimately free cash flow. Based on the current 

production profile, a US$1/t uplift equates to roughly US$10m of additional annual revenue at 

steady-state output. On a discounted cash flow basis, this represents an incremental valuation 

impact of approximately A$0.01–A$0.05 per share for Cyclone. Importantly, as our 

assumptions for both high-grade and DR premia remain conservative relative to recent 

market conditions and long-term decarbonisation trends, there is significant scope for upside 

beyond the values currently captured in the model. 
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OPEX Breakdown 

Figure 15: OPEX Years 1-6 with Costs Escalated at 2% p.a. from Year 7 Onwards 

Metric (US$m) Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 

BF Mining 81.25 162.5 162.5 162.5 187.2 208 

BF Processing 93.75 187.5 187.5 187.5 216 240 

BF G&A 12.5 25 25 25 28.8 32 

BF Logistics 56.25 112.5 112.5 112.5 129.6 144 

DR Mining - - - - 50.4 126 

DR Processing - - - - 64.8 162 

DR G&A - - - - 10.8 27 

DR Logistics - - - - 57.6 144 

BF OPEX total 243.75 487.5 487.5 487.5 561.6 624 

DR OPEX total - - - - 183.6 459 

Total OPEX (US$m) 243.75 487.5 487.5 487.5 745.2 1083 

Post-Year 6 Escalation (%p.a.)         2% 

Source: East Coast Research 

Operating costs have been modelled to reflect a staged ramp-up to steady-state production by 

Year 6, incorporating both the Blast Furnace (BF) and Direct Reduction (DR) pathways. They 

are broken down into mining, processing, general and administrative (G&A), and logistics for 

both BF concentrate and DR pellet production and remain consistent across both the base and 

upside case valuation scenarios. 

The Scoping Study presented fully burdened site costs that included rail, port, water, tailings, 

and other infrastructure-related expenses in addition to direct mining and processing costs. 

For valuation purposes, we adopt stripped-down operating costs that capture only the direct 

site-level costs of mining, processing, G&A, and logistics within the project footprint. This 

approach isolates the recurring cost structure most directly linked to production and margins, 

providing a clearer measure of the orebody’s underlying profitability without introducing 

external infrastructure assumptions. 

Total operating expenditure rises progressively through the ramp-up period as Blast Furnace 

(BF) operations scale to full capacity by Year 6. The Direct Reduction (DR) circuit is introduced 

in Year 5, contributing additional costs as it transitions to steady-state production alongside 

the BF operation. By Year 6, both processing routes operate at nameplate capacity, 

establishing a combined steady-state cost base of approximately US$1.bn per annum across 

the project. 

From Year 7 onwards, all operating cost categories are escalated at 2% per annum to reflect 

long-term inflationary growth, particularly within processing and logistics, where input costs 

are most sensitive to energy and transport price movements. This approach contrasts with 

the CLE Scoping Study, which didn’t model OPEX in nominal terms. The inflationary 

adjustment provides realistic long-term cost outlook while maintaining consistency with the 

cost structure defined in the Scoping Study. 
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Figure 16: Cyclone Valuation Summary 

Valuation (A$m) Base Case Upside Case 

Iron Bear DCF Implied EV                         219.27                                 408.23  

Cash^                           28.20                                    28.20  

Debt                                  -                                             -    

Minority Interest                                  -                                             -    

Total Value  247.47 436.43 

Diluted number of shares (m)                            1,524                                    1,524  

Implied price (A$) 0.162 0.286 

Current price (A$) 0.046 0.046 

Upside (%) 253.0% 522.5% 

Mid-point Fair Valuation (A$) 0.224 

Price / NAV (X) 0.21x 

Source: East Coast Research 

 

In addition to the Iron Bear discounted cash flow valuation, Cyclone Metals’ balance sheet 

items have been incorporated such as cash of A$28.2m. Importantly, this analysis does not 

ascribe any value to Cyclone’s secondary assets, which include the Grants Patch Gold Project, 

the Wee MacGregor Copper-Gold Project in Queensland, and the Nickol River Gold Project in 

Western Australia. Despite the potential for these assets to generate future value through 

exploration success or monetisation, our valuation remains conservative, attributing all 

project-level worth solely to Iron Bear given it is the clear core value driver.  

Our DCF analysis implies an enterprise value of A$219.3m in the Base Case and A$408.2m in 

the Upside Case. To account for the inherent execution risks associated with permitting, 

licensing, and financing milestones, we apply valuation discounts of 15% and 10%, 

respectively. Even after these risk adjustments, the model derives total equity values of 

A$247.5m and A$436.4m, translating to an implied valuation range of A$0.162–A$0.286 per 

share. This represents upside potential of 253-523% relative to the current share price of 

A$0.046. The mid-point fair valuation of A$0.224 per share (0.21x Price/NAV) underscores 

the significant disconnect between Cyclone’s current market capitalisation and the intrinsic 

value implied by the Iron Bear development case. 
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Key Catalysts for Re-rating of Cyclone 

Metals 
CLE is currently trading at a significant discount to our mid-point fair valuation. Delivery on the 
following milestones could unlock substantial shareholder value and drive a re-rating of the 
stock: 

 

Iron Ore and Pellet Premiums: 

• Rising DR-grade pellet premiums, linked to decarbonisation in steel, would make Iron 
Bear increasingly strategic. 

 

Geopolitical risk in Brazil/China: 

• Supply disruption elsewhere could highlight Iron Bear as a long-life, politically safe 
asset. 

 

New high-grade discoveries: 

• Ongoing drilling at Iron Bear provides potential for new high-grade discoveries, which 
could materially improve resource quality, project economics, and strategic appeal to 
partners like Vale, driving further valuation upside. 

 

Vale Relationship Expansion: 

• A key re-rating event would be Vale electing to proceed beyond the initial US$18m 
Phase 1 commitment and trigger the Phase 2 JV stage, which would see up to US$120m 
invested toward a Bankable Feasibility Study and development activities. 

 

Board Transition and Strategic Clarity: 

• The departure of Tony Sage resolves prior differences over company direction, 
allowing management to focus fully on advancing the Iron Bear Project alongside Vale. 
The transition delivers clearer leadership, a unified strategic vision, and renewed focus 
on execution. 

 

Regulatory Pressure to Combat Climate Change:  

• with hydropower access and the ability to deliver DR-grade pellets, Iron Bear is 
strategically positioned to capture premium pricing and offtake interest as carbon 
policies like CBAM and the US IRA tighten. 

 

Government funding or infrastructure support: 

•  Canadian or provincial incentives for critical minerals and low-carbon steel inputs 
could materially reduce project costs. 

 

Improved Market Visibility and Institutional Support:  

• Advancement of other assets (Grant Port, Wee MacGregor, Nickol River): 
Demonstrating value outside Iron Bear provides upside that is not currently priced 
in. 
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Risks 
While we see substantial re-rating potential in Cyclone Metals, investors should be mindful of 
several key risks that could impact the pace or scale of value realisation: 

 

Commodity Price Volatility: 

• Cyclone’s valuation is highly sensitive to movements in iron ore markets and DR-grade pellet 

premiums, which are cyclical and tied to global steel demand, particularly from China. While 

decarbonisation supports long-term demand for high-quality feedstock, any sustained weakness 

in benchmark pricing, narrowing of pellet premiums, or changes in trade policy could materially 

reduce project economics and slow financing or development momentum. 

 

Exploration and Resource Definition Risk: 

• Cyclone’s Iron Bear Project already hosts a substantial JORC 2012-compliant Mineral Resource 

of 16.66 Bt @ 29.3% Fe, including both Indicated and Inferred categories. However, the majority 

remains Inferred, and the company is reliant on ongoing drilling to convert these tonnes into 

higher-confidence Indicated or Measured categories. Failure to demonstrate sufficient 

continuity, upgrade resource classification, or delineate higher-grade zones could limit 

improvements to project economics and delay advancement into feasibility and development 

stages. 

 

Permitting and Tenure Risk: 

• Although Canada is considered a tier-one mining jurisdiction, Iron Bear requires multiple federal 

and provincial approvals before advancing to construction. Environmental permitting and 

engagement with Indigenous and local stakeholders could extend timelines or add costs, while 

compliance across the large tenement package must be maintained to preserve tenure. 

 

Dilution Risk: 

• Despite Vale’s staged funding, Cyclone may still need to raise equity to cover unforeseen costs. If 

capital is required during weak market conditions, shareholders face potential dilution at 

discounted valuations, reducing per-share exposure to Iron Bear. 

 

Single-asset Concentration: 

• Cyclone’s valuation is dominated by Iron Bear, meaning any setbacks at this project would have 

a disproportionate impact on the share price. 
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Appendix I: CLE SWOT Analysis 
     Figure 18: SWOT analysis 

Strengths Weakness 
 

 
1. World-Class Resource Scale: Iron Bear hosts 

a JORC 2012-compliant MRE of 16.66Bt @ 
29.3% Fe, making it one of the largest 
undeveloped magnetite deposits globally and 
providing  multi-decade production potential. 
 

2. High-Quality Product Potential: 
Metallurgical test work has demonstrated 
production of DR-grade pellets and 71% Fe 
blast furnace concentrates with low silica 
impurities (~1.1% SiO₂), aligning with 
growing demand for premium, low-carbon 
steel feedstock. 
 

3. Strategic Partnership with Vale: A binding 
Development Agreement with Vale provides 
up to US$138m in staged funding, with ~US$ 
11m already received, materially de-risking 
early studies and offering a pathway to joint 
venture development. 
 

4. Tier-1 Jurisdiction & Infrastructure 
Access: Located in Labrador, Canada, Iron 
Bear benefits from a stable mining 
jurisdiction, proximity to rail and port 
infrastructure (<25 km), and access to low-
cost hydropower. 

 
 

1. High Capital Intensity: The Scoping 
Study outlined pre-production CAPEX of 
US$4.64bn, highlighting the need for 
substantial funding. It is worth noting 
these costs are in line with comparable 
magnetite projects.  

 
2. Dependence on Partner Funding: 

Although Cyclone’s cash balance remains 
robust (~A$28.2m as of October 2025), it 
is partially reliant on Vale’s staged 
commitments to progress development. 

 
3. Single-Asset Concentration: Despite 

holding other Australian exploration 
assets, Cyclone’s valuation is dominated 
by Iron Bear, meaning setbacks at this 
project would have a disproportionate 
impact on the share price. 

    
Opportunities Threats 

 

1. Resource Conversion & Grade 

Enhancement: Future drill campaigns 

provides scope to convert Inferred tonnes 

into Indicated, delineate higher-grade zones, 

and enhance project economics. 

2. Low-Carbon Steel Demand Growth: Global 

decarbonisation pressures and policies such 

as the EU’s CBAM and the US IRA are driving 

premiums for DR-grade pellet feed. 

3. Vale JV Expansion: Progression into Phase 2 

of the Vale partnership (US$120m 

commitment) would fund a Bankable 

Feasibility Study and signal long-term intent 

from a global major. 

4. Renewable Power Advantage: AACE Class 5 

Power Study confirmed feasibility of 

renewable hydropower, positioning Iron Bear 

as one of the few large-scale magnetite 

projects capable of supplying truly low-

carbon iron units. 

 

1. Commodity Price Volatility: Project 

economics are highly sensitive to iron ore 

benchmarks and pellet premiums, both of 

which are cyclical and exposed to Chinese 

steel demand and broader macro trends. 

2. Permitting & Indigenous Engagement: 

Despite Canada’s stable framework, Iron 

Bear will require extensive environmental 

approvals and engagement with 

Indigenous communities, any of which 

could delay project timelines or add costs. 

3. Execution & Development Complexity: 

Large-scale magnetite projects involve 

technical challenges, creating risk that 

outcomes deviate from Scoping Study 

assumptions. 

 

 

Source: East Coast Research 
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Appendix II: Board of Directors 
Cyclone Metals’ Board brings a wealth of experience in mining exploration, corporate 
leadership, and resource development, guiding the company’s strategic growth and project 
expansion. 

     Figure 19: Cyclone Metals Board of Directors + Key Management 

Name and Designation Profile 

Paul H. Berend 

CEO & Executive Director 

• A mining entrepreneur and executive with over  25 years of international experience 
a successful track record in developing and managing all aspects of natural resource 
projects and capital deployments in the mining and steel industry; 

• Formerly GM Business Development at Rio Tinto Iron Ore (Pilbara) and GM Corporate 
Strategy at ArcelorMittal; 

• Held senior roles at McKinsey & Company, Hatch Advisory Services (Australasia), and 
Partners In Performance, specializing in metals and mining assets turnarounds; 

• Founder and former CEO of Trans-Tasman Resources Ltd, an offshore developer with 
a world class vanadium-titano-magnetite project in New Zealand (now Manuka 
Resources Ltd, ASX:MKR); 

• Holds an MBA from HEC (Paris, France), a MSc and DEA (~PhD) in chemical process 
design and chemistry from ENSIC (Nancy, France), and undergraduate credits in 
applied mathematics and algebra from Harvard University (Cambridge, USA); 

• Graduate of the Australian Institute of Company Directors; 

 

Paul Vermeulen  

Chief Technical Officer 

• A recognised technical expert in the field of steel making mining, beneficiation and 
bulk logistics, an expert in steel making and managed for over eleven years the 
ArcelorMittal Newcastle blast furnace in South Africa; 

• Previous roles include senior technical roles at Rio Tinto Iron Ore and General 
Manager blast furnace at ArcelorMittal (South Africa); 

• Director of Vulcan Technologies Pty Ltd, advising on product strategies, assists in 
marketing of products and manages all phases of feasibility studies for technical, 
engineering and environmental aspects; 

• Holds BA in Metallurgical Engineering with a post-graduate degree in Refractory 
Materials; 

• Member of  MAusIMM, Member Association of Iron and Steel Technology (MAIST), a 
Director of Vulcan Technologies Pty Ltd, who has sufficient experience which is 
relevant to the method of processing under consideration to qualify as a Competent 
Person as defined in the 2012 Edition of the “Australasian Code for Reporting of 
Exploration Results, Mineral Resources and OreReserves” for Metallurgy and 
Processing; 

 

 Guy de Grandpré  

VP Sustainability and 
Communities 

 

 

• A recognized expert with proven success track record in delivering of sustainability, 
community and environmental programs; 

• Over 20 years of senior leadership experience in mining project development, CSR, 
governance, community and public affairs, HR, compliance in leading mining 
companies in West and Central Africa; 

• Founded H2G Management Services to support junior/mid-tier companies in 
resources like bauxite, gold, copper, potash, iron ore; 

• Holds Master’s degree in public administration, École Nationale d’Administration 
Publique, Canada; 
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Anna Sloboda  

GM Corporate 
Development and 
Investor Relations 

• An accomplished senior executive with over 20 years of international experience 
spanning the mining, energy, and finance sectors in Australia and Europe;  

• Currently, a Non-Executive Director of ASX listed company, Elixir Energy Ltd 
(ASX:EXR), a successful gas explorer with major discoveries in Taroom Trough, 
Queensland and former Non-Executive Chair of Lykos Metals Ltd (ASX:LYK); 

• Formerly held senior roles as a Commercial Director of Trans-Tasman Resources 
Ltd, an offshore developer with a world class vanadium-titano-magnetite project in 
New Zealand, in Clough Ltd and Curtin University of WA in Australia, Deloitte & 
Touche, Lehman Brothers, and Tishman Speyer JV in Europe; 

• Holds an MBA from Melbourne Business School and a Master’s degree in Economics 
from Belarusian State University, a Graduate member of the Australian Institute of 
Company Directors and the Governance Institute of Australia; 

 

Hakim Tazerout 

GM Exploration and Field 
Operations 

• Exploration geologist and member of the Geologist Quebec Order (OGQ) with over 18 
years of senior management experience, spanning North and Central America, and 
Africa; 

• Drives exploration, safety, planning and logistic operations; 

• Hold a Bachelor’s Degree in Geology from UQAM, University of Quebec; 

 

Alex Zimer 

Senior Financial 
Controller  

• Finance and Accounting Specialist with more than 20 years of global experience in 
senior leadership roles within multi-national organizations in the mining and steel 
making, including Tata Steel, Anglo American and Vale; 

• Responsible for Accounting, Compliance, Financial Planning, Tax and Budgeting of the 
Project operations; 

• Holds Bachelor’s Degree in Accounting, Master’s Degree in Management and Financial 
Management from Ibmec, and MBA from FGV (Fundação Getulio Vargas), Brazil 

David Sanders  

Chairman 

 

 

• Brings commercial and strategic expertise with a background in ASX-listed resource 
companies.; 

• David has a Bachelor of Commerce and Graduate Diploma of Applied Finance and 
Investments from the Securities Institute of Australia; 

• Chairman of Murlpirrmarra Connection Limited, which focuses on education and 
training for indigenous youth in the Yilgarn Region of Western Australia; 

Luke Martino  

Deputy Chairman 

• Over 30 years’ experience in resources and finance, including listed company 
leadership and advisory work; 

• Provides strategic and capital markets expertise; 

• Executive Director of Indian Ocean Consulting Group, a boutique corporate & 
investment banking services firm in Perth & Sydney, Australia; Director of EV 
Resources Ltd (ASX:EVR); 

• Holds Bachelor of Commerce (BCom) degree, is a Fellow of the Institute of Chartered 
Accountant Australia and New Zealand (FCA) and a member of the Institute of 
Company Directors (FAICD); 

Melissa Chapman 
A.C.I.S., A.G.I.A., B.Com., 
C.P.A.  

Company Secretary 

 

• Responsible for corporate finance, financial reporting, and compliance across 
multiple jurisdictions. 

• Chartered Secretary (ACIS, AGIA) and Certified Practising Accountant (CPA). 

• Holds a Bachelor of Commerce degree and has built a career specialising in finance 
within ASX-listed resource companies. 

Source: Company & ASX Announcements 
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Appendix III: Vale Development 
Agreement 

In February 2025, Cyclone Metals entered into a binding development agreement with Vale S.A. 

in relation to the Iron Bear Project in Canada. This agreement provides a structured pathway 

for Vale to earn a majority interest in the project through staged funding of key development 

activities, with the potential to ultimately assume full ownership. The partnership aligns Iron 

Bear with one of the world’s largest and most established iron ore producers, delivering both 

technical expertise and financial strength to advance the project. 

The agreement is divided into two phases of investment. In the first phase, Vale will commit 

US$18m to fund a pre-feasibility study, resource drilling and environmental baseline studies. 

This stage is designed to refine the technical and economic parameters outlined in the Scoping 

Study and provide the necessary information to progress toward a bankable feasibility study. 

Importantly, completion of Phase 1 does not automatically grant Vale any equity in the project; 

rather, it gives Vale the option to elect to proceed to the second phase. Should Vale choose not 

to advance, Cyclone will retain full ownership of Iron Bear. Phase 1 is well underway, with Vale 

having already committed 2 tranches of funding equating to A$17.6m.  

Phase 2 commences upon Vale’s election to continue, at which point a joint venture will be 

formed between Cyclone and Vale. Vale will initially earn a 30%  interest in the project and will 

commit up to US$120m in additional funding to advance a full bankable feasibility study, 

complete environmental and impact assessments, and establish Impact Benefit Agreements 

with First Nations communities. On completion of this phase, or upon electing to move to a 

Decision to Mine, Vale’s equity interest will increase to 75% of the joint venture. 

The governance structure during Phase 2 provides for balanced representation, with two 

directors nominated by Cyclone, two by Vale, and an independent Chair. Once Vale secures a 

75% interest, it will gain the right to nominate a majority of the board, reflecting its controlling 

stake. At the Decision to Mine stage, Vale has the option either to acquire Cyclone’s remaining 

25% interest at fair market value, subject to shareholder approval, or to carry Cyclone through 

to production on a non-dilutionary basis. This carry arrangement would allow Cyclone to retain 

its 25%  interest without contributing to the substantial capital expenditure required for mine 

construction. If Vale elects to buy out Cyclone’s residual stake but shareholders do not approve 

the transaction, Cyclone would be required to fund its share of development costs or face 

dilution. 

The agreement also contains protective measures in the event of ownership changes. Vale has 

a Right of First Refusal over any third-party offers for Cyclone’s interest, while Cyclone has tag-

along rights if Vale sells a controlling interest. In addition, Vale holds drag-along rights, enabling 

it to require Cyclone to sell its interest on the same terms should Vale elect to dispose of its 

entire position. 

Overall, the development agreement with Vale represents a major milestone for Cyclone Metals 

and significantly de-risks the Iron Bear Project. By securing the support of a global leader in iron 

ore mining, Cyclone has ensured that the project benefits from world-class technical expertise, 

financial capacity, and established marketing channels. The agreement provides Cyclone with 

flexibility, either through a monetisation event at fair market value or by retaining a non-

dilutionary minority stake in a producing asset.  
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Appendix IV: Analyst’s Qualifications 
Will Cairns is an experienced finance professional with over six years of experience in equity research, 

portfolio management, and investment analysis. Will applies a disciplined, research-driven approach to 

uncover investment opportunities and deliver actionable insights that support long-term portfolio 

growth. 

Will holds a Master of Science in Economics from the University of St Andrews and a Master of Arts in 

Economics from the University of Aberdeen. He is a qualified Financial Adviser (DipPFS), has completed 

CFA Levels I and II, scoring in the top decile, and has attained the CFA Sustainable Investing Certificate. 

He is passionate about maximising investment potential through comprehensive market research, 

effective portfolio reporting, and clear communication of complex financial strategies to senior 

executives and investors.   
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General advice warning, Disclaimer & Disclosures 
Terms & Conditions 
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Authorised Representative (AFSR No-001283429) of One Mile Investment Group (ACN: 664624846) which holds an Australian 
Financial Services Licence (AFSL no. 547945). All intellectual property relating to the Content vests with East Coast Research unless 
otherwise noted. 

Disclaimer 

The Content is provided on an as is basis, without warranty (express or implied). Whilst the Content has been prepared with all 
reasonable care from sources we believe to be reliable, no responsibility or liability shall be accepted by East Coast Research for any 
errors or omissions or misstatements howsoever caused. Any opinions, forecasts or recommendations reflect our judgement and 
assumptions at the publication date and may change without notice. East Coast Research will not accept any responsibility for updating 
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