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Market
Commentary
From the Editor

Fear, Greed and
Opportunity
Fear and greed are two of the most powerful
factors that drive investor sentiment. Be it
on a minute-to-minute or cycle-to-cycle
basis, both tend to grip investors and move
markets further to one end of the spectrum
than the fundamentals dictate in the near
term.
In mid July, just prior to the recent
“credit crunch”-induced market meltdown,
the outlook for Canadian equities was so
good that the S&P TSX Composite should
have been up 15% on the year and hitting all
time highs on the backs of four consecutive
years of strong gains – probably not, but the
greed had taken hold of the market. That
said, just one month later, had the world
changed so much that your 2007 portfolio gains should have been wiped out and
the outlook for Canadian stocks become
so poor that individual investors should
immediately liquidate their stock portfolio
See Market Commentary, page 3
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While Uncertainty Reigns, Look to
Invest in Stocks that are Executing
As we flip the calendar to another transitional September, the markets seem to be
as certain as our five-year olds entering the
world of formal education for the first time.
Couple this uncertainty with historic data
from the Stock Trader’s Almanac that states
that, since 1950, September has been the
biggest losing month on record for North
America’s three major market indices: the
S&P, the Dow and the NASDAQ. With the
proof in the pudding, investors cannot be
blamed for feeling like new kindergarten
students heading into the fall season, not
knowing what to expect from the rough
and tough elementary school (financial
markets).
Why the historical weakness, you might
ask? Some suggest that financial professionals returning to their desks following the
slower summer period tend to clean house
and adjust their investments in anticipation
of the ever-feared following month. The
anticipation of historical repeats (October
crashes of 1929 and 1987), they rationalize
is so intense in the financial markets that
traders and institutional investors often
start to feel the nerves, adjusting positions
in September to brace for the worst that
October may bring. Not every investor follows this model and we have interviewed
an investment expert that is not scared of
the turn of the calendar but stays to a discipline of investing in undervalued securities that execute, regardless of the market
sentiment.
This month, we sat down with Roger
Dent, Vice President of Mavrix Fund

Management Inc., who continues to post
impressive returns in his managed funds.
Boasting of returns in the last 12 months
well in excess of 30%, Roger looks to bring
some level-headed conversation to aid us
in our portfolio adventures for the coming
weeks and months.

CIJ: Please give us a brief description of the
funds that you currently manage

Roger: The first of the three funds that I

work with are the Mavrix Small Companies Fund which is a public mutual fund
that invests in small-cap and micro-cap
public companies, primarily in Canada.
The second is the Mavrix Growth Fund,
which is also a public mutual fund that is
primarily focused on small and mid-cap
growth stocks. The third fund is the Strategic Small-Cap Fund, which is a private fund
that is offered to sophisticated investors
by Offering Memorandum. The Strategic
Fund also focuses on Canadian micro-cap
and small-cap companies. Of the three
funds, the Growth Fund has a larger cap
focus than the others.

Roger Dent, Vice President and Portfolio
Manager of Mavrix Fund Management

habitually underweight is in the precious
metals. We do not spend a lot of time on
precious metals as we don’t like to invest
based on commodity forecasts or geology.
We are not geologists, so when we do enter
into the resource market, we are focusing
on companies that we feel the financial
markets will recognize as they increase production. Investing in this way is more about
successful business execution, ramping up
production and valuation, rather than geology. We will look at exploration companies in areas which we feel are significantly
CIJ: What differs in your investment strategy undervalued, but these situations are typifrom peer investment firms in Canada?
cally found in the niche metals rather than
the mainstream precious metals.
Roger: Unlike a lot of managers in the Canadian Small Cap area, we are not resource- CIJ: And in this type of volatility and uncerfocused. We certainly invest in resources tainty, what are you currently doing within
but it is not our primary focus. We will the portfolios?
typically have market type weightings in
resources, and the one sub-area that we are Roger: We stick to our strategy in good
See Uncertainty Reigns, page 10

A Long-Term Market Strategy from Longview Capital
Unfortunately for most of us invested in the
markets, the last couple of months have been
an emotional rollercoaster ride. We’ve seen
unprecedented volatility resulting from the
sub-prime meltdown in the US. The financial news is awash with talk of potential
recession south of the border. Liquidity is
contracting and many investors are peering
at the start of the fall investment season with
a very gloomy and defensive glare.
Few areas have been as hard hit as the
junior resource sector. Mineral exploration
was one of the market’s top performers over

the first half of the year. But this investment
class has seen all of its gains erased in the
few months.
The truth is that nobody knows what lies
ahead. But as always, the CIJ does its best
to recruit the insight of the industry’s top
professionals.
This month we will be speaking with
Damien Reynolds. Damien brings with him
over 20 years of experience working on and
investing in resource exploration companies. Damien is currently the President and
CEO of Longview Capital Partners, a pub-

licly traded merchant bank, listed on the
TSX Venture exchange under the symbol
LV. Longview Capital holds a broad portfolio of investments inside the junior resource
sector.

CIJ: Hello Damien. Thanks for agreeing to
speak with us today.

Damien: It’s my pleasure.
CIJ: Let’s start off by letting you give us a bit
of an overview of Longview Capital.

See A Long-Term Market Strategy, page 10

NEAR TERM PRODUCER OF GOLD WITH ADVANCED STAGE EXPLORATION PROPERTIES
• Gold Resource: Measured and Indicated - 245,850 oz Gold; Inferred - 156,000 oz Gold
• Production planned for second half of 2007
• 500 tonne/day mill on site; Independent valued at $27 M (100% owned)
• 25,000 meter drill program planned
• Market Cap: $36.6 Million; Shares Outstanding: 57.2 Million
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Companies in the news
Amerigo Resources Ltd. (ARG:TSX)������������������������4
Artis REIT (AX.UN:TSX)��������������������������������������������� 14
Bayswater Uranium (BAY:TSX-V)�������������������������� 10
Birchcliff Energy Inc. (BIR:TSX)���������������������������������7
Blue Note Mining Inc. (BN:TSX-V)���������������������������5
BlueGrouse Seismic Solutions Ltd.
(BGH:TSX-V)�����������������������������������������������������������������8
Buffalo Gold (BUF.U:TSX-V)������������������������������������ 10
CAP REIT (CAR.UN: TSX)������������������������������������������� 14
Centric Asian (CTE:TSX-V)��������������������������������������� 10
CGGVeritas (NYSE: CGV)���������������������������������������������8
Compton Petroleum Corp. (CMT:TSX)������������������7
Cordero Energy Inc. (COR:TSX)��������������������������������7
CREIT (REF.UN:TSX)���������������������������������������������������� 14
Crew Energy Inc. (CR:TSX)�����������������������������������������7
Cue Capital (CUE:TSX-V)������������������������������������������ 10
Cyries Energy Inc. (CYS:TSX)�������������������������������������7
Defiant Resources Corp. (DFR:TSX)������������������������7
Divestco Inc. (DVT:TSX)����������������������������������������������8
Duvernay Oil Corp. (DDV:TSX)���������������������������������7
Ember Resources Inc. (EBR:TSX)������������������������������7
Empire Industries Ltd. (EIL:TSX-V)��������������������������3
ExAlta Energy Inc. (EXA:TSX)������������������������������������7
First Majestic Silver Corp. (FR:TSX)�������������������������4
Fortsum Buisness Solutions (FRT:TSX-V)���������� 12
Frontera Copper Corp. (FCC:TSX)����������������������������5
Gemcom Software International
(GCM:TSX)����������������������������������������������������������������� 12
Glentel Inc. (GLN:TSX)�������������������������������������������������3
GobiMin Inc. (GMN:TSX-V)���������������������������������������3

Hammond Manufacturing Company Ltd
(HMM.A:TSX)���������������������������������������������������������������9
Hammond Power Solutions Inc.
(HPS.A:TSX)������������������������������������������������������������������3
InterRent REIT (IIP.UN:TSX)������������������������������������� 14
Kangaroo Media Inc. (KTV:TSX)���������������������������� 13
Kereco Energy Ltd. (KCO:TSX)����������������������������������7
Kinbauri Gold Corp. (KNB:TSX-V)������������������������� 10
Longview Capital Partners Inc. (LV:TSX)���������������1
Mahalo Energy Ltd. (CBM:TSX)��������������������������������7
Masters Energy Ltd. (MSY:TSX)��������������������������������7
Migao Corp. (MGO:TSX)���������������������������������������������3
Nevada Copper (NCU:TSX)������������������������������������� 10
Northern Property REIT (NPR.UN:TSX)��������������� 14
Opsens Inc. (OPS:TSX-V)
Oriental Minerals (OTL:TSX-V)������������������������������� 10
ORTHOsoft Inc. (OSH:TSX-V)��������������������������������� 12
Peer 1 Network Enterprises, Inc.
(PIX:TSX-V)�������������������������������������������������������������������3
Polaris Minerals Corp. (PLS:TSX)������������������������������4
Primaris Retail REIT (PMZ.UN:TSX)���������������������� 14
ProEx Energy Ltd. (PXE:TSX)�������������������������������������7
ProspEx Resources Ltd. (PSX:TSX)��������������������������7
QuStream Corp. (QVC:TSX-V)�������������������������������� 12
Rifco Inc. (RFC:TSX-V)����������������������������������������������� 13
Sargold Resources (SRG:TSX-V)���������������������������� 10
Titan Exploration Ltd. (TTN.A:TSX)�������������������������7
Tournigan Gold (TVC:TSX-V)��������������������������������� 10
TriStar Oil & Gas Ltd. (TOG:TSX)������������������������������8
Waratah Coal (WCI:TSX-V)�������������������������������������� 10

Copyright 2007 Source One Capital Corporation

To Subscribe call:
1-877-999-0122
Advertising Call: 604-502-0122
or 604-688-2398
Subscription Rate:
$59.95/Year
$35.95/Six Month Subscription,
$5.95 per single copy.
Tel:604-688-2398/Fax:604-688-1963
The Canadian Investment Journal is published
once a month, 11‑times a year
Next Edition: October 2007
Editorial contact: Tel: 604-502-0122
Senior Editor: Aaron Dunn—adunn@cij.ca
Associate Editor: Chase Sereda - csereda@cij.ca
Advertising Sales: Jayden Ashbee, Craig Hill
Circulation Manager: Sue Plamondon

The information presented in this publication is drawn from
sources believed to be reliable, however the accuracy or completeness of this information is not guaranteed. Neither, The
Canadian Investment Journal nor any of its affiliates accepts any
liabilities whatsoever for any loss resulting from the use of this
publication or its content. The Canadian Investment Journal. is
under no obligation to update information contained within
this publication. Staff at The Canadian Investment Journal may
be owners of companies mentioned within this publication. The
information contained herein is for information purposes only.
This publication does not constitute an offer to sell or the solicitation of an offer to buy any securities. The opinions expressed
are those of the specific writers and should not be perceived
as endorsed by The Canadian Investment Journal. The content
which contributing writers submit has not been independently
verified. The Canadian Investment Journal is not designed to
counsel individual investors; those seeking specific investment
advice should consider a qualified investment professional. The
Canadian Investment Journal is an independent publication and
we have no connection with any brokerage, or any financial
institution.
The Canadian Investment Journal may make our subscription
list to other organizations for marketing purposes. If you do not
want your name to be available, please call or email and you
name will be taken off the list.
Publications Mail Agreement No: 40051199.
Registration No: 8876. Return undeliverable Canadian
addresses to Circulation Department: 500–1155 West Pender
Street, Vancouver, B.C. V6E‑2P4. E-mail: subscribe@biv.com

The research reports included in the Canadian Investment Journal are intended for informational use only and should not be construed as solicitations to buy or sell securities. Any investment decisions should only be made after consulting a registered financial advisor. Forward looking
statements are subject to risks and uncertainties, and actual results can differ substantially from the opinions expressed in these reports. The analysts and brokerage firms quoted in these reports may have a current or prior financial relationship, or seek to do business with the companies
covered in these reports. As such, a conflict of interest may exist. Such financial relationships may include but are not necessarily limited to acting as a financial advisor, underwriter, or agent, or holding a position of securities and making purchases or sales in the open market or otherwise.
Neither the Canadian Investment Journal, the firms or analysts quoted within this publication, nor any related affiliates accept liability for any losses, financial or otherwise, resulting from the use of this information.

Canadian Investment Journal — september 2007



Interview—Uncertainty Reigns
From page 1

times and bad times and are generally fully
invested. We certainly take advantage of
situations where we feel that fear is excessive
and prices are compelling to buy and we
will also lighten up when value is stretched.
For example, we have taken advantage of
some of the situations where take-overs
were announced and immediately sold to
re-deploy funds into stocks where we feel
the upside is much better.

underweight in commodities as a result of
being significantly underweight in precious
metals. We don’t base our investments on
particularly strong views on commodities
but more what is going on in individual
companies. We think that in general, the
outlook is for very robust commodity
prices, not necessarily higher or lower than
they are now but at levels that will allow
for companies with good properties to be
prosperous. As such, we concentrate on
CIJ: Are there any investment themes that prospects of the individual companies and
you are currently targeting or avoiding?
their business plan execution.

Roger: Well, we really are bottom-up (com- CIJ: And getting into the current selecpany specific) and aren’t specifically looking
at any one area, but one that we are specifically not interested in is the uranium stocks.
We feel that the stocks on the whole in the
uranium phenomenon are fairly valued and
not to say there is not upside but obviously
this is a well-covered area and we choose
to spend time elsewhere. We continue to
spend a lot of time in the technology area
on companies that are ramping up earnings
and products. We look at companies that
are around the break-even level or breaking into earnings growth where there is
dramatic percentage growth in earnings
per share. We find that this is a great time
to be in stocks as often companies are revalued as they start generating earnings in a
meaningful way.

tions, we wanted to highlight last year’s
three selections and their performance over
the period. Your first two selections were
Hammond Power Solutions $13.00 (HPS.
A:TSX) which was mentioned at $3.95 and
Glentel Inc. $7.75 (GLN:TSX) which was
mentioned at $5.90. Great performance;
do you still hold your positions in these
stocks?

Roger: Yes, we continue to hold both positions and have not sold any of our holdings
in either of these companies. Hammond
was a consideration again for this year’s
interview and we continue to like and hold
both of the companies.

CIJ: Your final pick from last year was Peer
1 Network Corp $1.09 (PIX:TSX-V) which

CIJ: And what are your views on the com- was recommended last year at $0.62.

modity story in regards to prices for materials and energy?
Roger: And it will be my first pick for this
year as well, particularly because it has come
Roger: As I mentioned, we are modestly down from its very strong share price per-

formance so far this year. The reasons we
like Peer 1 now are exactly the same as the
reasons we liked Peer 1 last year. The company is executing very well, is generating
very solid cash flow and continues to trade
at a discount to other companies in the sector. The company doesn’t put out a great
deal of news and as they have a June fiscal
year end, it has been quite some time since
it has reported. We are looking forward to
the year-end numbers that are due to come
out in late September and we feel that when
the numbers come out, it will firmly underline the inexpensiveness of the stock. We
think this is a company that has potential
for sequential growth in coming quarters
and that the business model is nicely laid
out. We think on a quarterly basis that we
will see better financial results which will
drive the value and increase the multiples
on the share price. We think that Peer 1
should be trading at around 8-9x EBITDA
and it is currently trading well below this
potential valuation. We see Peer 1 growing
revenue at 3-5% quarterly and this should
allow EBITDA to grow even faster.

CIJ: And now to your second pick?
Roger: The second stock I will mention

quarters are reported. We think there is
very strong cash flow being built because
of the zinc and lead production. Both zinc
and lead have been strong performers in
the base metal area over the last year. We
think that Blue Note has the potential to
trade higher than $1 given the cash flow
that we expect to see in the coming quarters. If the company trades at 3x the cash
flow we expect to see, it will have the stock
trading above the $1 level.

CIJ: finally, please share your last selection.
Roger: Sure, the final company that I will

give mention to is Empire Industries Ltd.
$0.45 (EIL:TSX-V). Empire Industries is an
infrastructure fabricator in Alberta and B.C.,
mainly in structural steel. This is a play on
infrastructure development on the whole in
Western Canada as there is a lot going on in
the petrochemical industry in terms of steel
fabrication. We think it is a very interesting company that trades cheaply at around
$0.45 with second quarter earnings of just
over $0.01 which has the company trading
at a run-rate of around 10x its earnings per
share. We think that the company can earn
$0.07-$0.08/share on an annual basis so we
think that the valuations are quite attractive.
The stock is unknown by the broader investment community and has a small market cap
which will keep it out of the limelight. The
balance sheet is good and we think that at
some point over the fall that the value will
be recognized by the market.

is on the mining side, Blue Note Mining
Inc. $0.59 (BN:TSX-V). The company has
rehabilitated the Caribou zinc mine in New
Brunswick which has been out of production since the mid-90\s but has entered back
into production this summer. We’re at that
point where they’re in production but the
financial results have yet to be reported. CIJ: Thanks again for a great interview
In terms of the financials, we won’t see the
cash f low until the December or March Roger: It was my pleasure. n

Market Commentary
From page 1

holding, move to cash, and pray the sky
does not fall? – No! But fear crept in.
Certainly, the day-to-day volatility (not
to mention a wipe out of the majority of
this years gains) can make even the more
seasoned market observers a bit queasy, but
I beseech you not to panic. In fact, it is in
corrections such as the one that we are currently facing (markets may run sideways to
downward for 3-8 months), where the savvy
equity investor can make some of his/her
best long term purchases.
If you are looking to trim some risk from
the small cap or more speculative holdings
in your portfolio, look for companies who
are not currently profitable or producing
significant capital, or those which possess
poor balance sheets. These types of companies often will have to return to the market
for further capital to fund ongoing operations. At a time when capital may dry up,
this is not a good type of company to own
– so consider trimming here.
As we have stated in our commentaries
over the past 4 months, a correction was in
order. While it currently appears that the
worst of it is over, in our view, it remains to
be seen whether the current market cycle
turns into a more prolonged bear. Our main
point, however, is that now is not the time to
bury your heads in the sand as many novice
investors do. Savvy investors should begin
looking for the “babies” that have been, or
will be, thrown out in the bath water – solid
long-term earnings situations which are or

will become on sale.

Current Situation

In the last 11 trading sessions, we have seen
a solid recovery in Canada’s main index,
which has gained back over 5 of the over
12 percent it lost in the index's month-long
credit-related plunge of July and August.
In fact, the index was recently buoyed
after Statistics Canada said annualized gross
domestic product growth grew to a higherthan-expected 3.4 percent. The June growth
figure also came in above expectations at
0.2 percent
Helping North American markets overall
was a recent pledge from U.S. Federal Reserve
Chairman, Ben Bernanke, who stated the
U.S. Central Bank will “act as needed” to
keep the credit crisis that has unhinged Wall
Street from hurting the national economy.
Bernanke did not specify what the Fed's
next move will be, but made it clear that
policymakers are keeping close tabs on the
problem, which has roiled investors in the
United States and around the globe.
The Fed's main concern is the extent to
which these problems might short-circuit
economic growth.
"The further tightening of credit conditions, if sustained, would increase the risk
that the current weakness in housing could
be deeper or more prolonged than previously
expected, with possible adverse effect on
consumer spending and the economy more
generally," Bernanke said.

The fear is that if credit continues to
become harder for people and businesses
to acquire, spending and investment will be
crimped. That could hurt overall economic
growth, potentially pushing the country
into a recession. In the near term, many
consider credit the economy's life blood. It
allows people to finance big-ticket purchases
such as homes and cars and can help businesses bankroll expansions and other things
that can boost hiring.
Many believe the odds are growing that
the Fed will cut its most important interest rate, now at 5.25 percent, by at least
one-quarter percentage point on or before
September 18, its next regularly scheduled
meeting. The Fed hasn't lowered this rate
in four years.

From Mining to Fertilizer – Growth
in China Continues to Dazzle

Switching gears, we will recap a few strong
earning reports from our Canadian Small
Cap Universe (www.keystocks.com) which
fell on deaf ears in the shock and awe of the
past several weeks.
The first report comes from a favourite
of ours in the column for the past year,
Migao Corporation (MGO:TSX) which,
through its wholly-owned subsidiaries,
owns and operates fertilizer production
plants in various strategic locations across
China for the production and sale of specialty potash fertilizer (potassium nitrate
and potassium sulphate) to the Chinese
agricultural market.

Last week, the company reported revenues of $26.9 million for the quarter ended
June 30, 2007, compared to $15.4 million
in the same quarter of 2006. Net income
was $3.2 million for the quarter compared
to $2 million in 2006. Basic earnings per
share were $0.09 for the third quarter of
fiscal 2007 compared to $0.08 for the same
period in 2006.
From a business-growth perspective the
company’s project backlog is particularly
strong, and from a financial perspective,
Migao continues to experience increased
revenue, profits, and cash balances.
The second report came from GobiMin
Inc. (GMN:TSX), a mining company with
nickel sulphide operations and development properties in northwestern China.
The company, through its Chinese subsidiaries, operates two underground nickelcopper mines located 140 kilometers east
of Hami in Xinjiang Uygur Autonomous
Region of the People’s Republic of China.
For the second quarter, the company
reported record quarterly revenue of $9.8
million, an increase of 175% over the $3.5
million in Q2 2006. Gross margin was
72.8%, compared to 56.2% in Q2 2006.
The company also posted record quarterly
net income of $5.4 million, or $0.075 basic
earnings per share, compared to $0.9 million, or $0.016 basic earnings per share, in
Q2 2006 – an increase of 510%.
The company’s cash position reached a
record $36.6 million, or $0.501 per share (a
non-GAAP measure). n

The research reports included in the Canadian Investment Journal are intended for informational use only and should not be construed as solicitations to buy or sell securities. Any investment decisions should only be made after consulting a registered financial advisor. Forward looking
statements are subject to risks and uncertainties, and actual results can differ substantially from the opinions expressed in these reports. The analysts and brokerage firms quoted in these reports may have a current or prior financial relationship, or seek to do business with the companies
covered in these reports. As such, a conflict of interest may exist. Such financial relationships may include but are not necessarily limited to acting as a financial advisor, underwriter, or agent, or holding a position of securities and making purchases or sales in the open market or otherwise.
Neither the Canadian Investment Journal, the firms or analysts quoted within this publication, nor any related affiliates accept liability for any losses, financial or otherwise, resulting from the use of this information.
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Mining Round-Up

North America’s Newest Aggregate Producer
Polaris Minerals Corp.
(PLS:TSX; Price: $10.50)

Canadian company is focused exclusively
on supplying construction aggregates from
its two assets located on Vancouver Island,
British Columbia, to coastal urban markets
(Buy | Target Price: $22.20)
on the western coast of North America.
An excerpt from a recent research report by Polaris owns an aggregates storage and disJohn Hughes and Sophie Chung of Desjardin tribution terminal (Richmond Terminal)
Securities.
due for completion in 3Q07, located in the
Port of Richmond, San Francisco Bay.
Key Financial Data

Sector

Metals & Mining

Potential return

111%

Event

compares with an initial installed production capacity of 6m tonnes. We note
our expectations regarding the company’s
aggregate production profile reaching 18m
tonnes by 2017. Regular scheduled shipments by Panamax-sized ships have now
been established to the San Francisco Bay
area, with smaller volume shipments to the
Lower Mainland of British Columbia and
Hawaii. On June 30, 2007, the company
held 308,000 tonnes of aggregate product
in inventory. We expect the customer base
should grow in response to existing ongoing discussions with numerous potential
additional customers. Of course, successfully securing these sales contracts is a key
assumption behind our forecast of growing production, allowing the company
to exploit the initial 6m-tonne installed
capacity by mid-2011.

Reported 2Q07 loss of US$0.03/share during initial production start-up. Polaris
52-week range
C$4.80–15.10
became a producing entity during 2Q07
Shares O/S
36.55m
for the first time. The Orca aggregate property sold 242,000 tonnes of aggregate (sand
Market cap
C$383.8m
and gravel) product during 2Q06 with a
TSX weighting
NA
gross revenue value of US$4.4m. Recall
Year-end
Dec-31
that all of the aggregate production for
Book value/sh
C$3.24
Polaris will be sourced from Vancouver
Island and shipped via large ocean freightCompany description
ers to destination ports, and this includes Recommendation
Polaris Minerals Corporation is North the development of two quarries, includ- During the current environment of market
America’s newest aggregate producer. The ing Orca and ultimately Eagle Rock. This uncertainty, we highlight our Buy–Average

Risk recommendation on shares of Polaris.
We believe Polaris shares are underpriced,
and we value the company at C$22.20/share
using a net asset value (NAV) approach as
our primary valuation methodology. In our
view, using an NAV approach captures the
potential growth of Polaris’s sand and gravel
production. We reiterate our Buy–Average
Risk recommendation and C$22.20/share
target on Polaris shares. n

Revenue
2007E

US$15.3m

2008E

US$41.6m

EPS
2007E

US$0.10

2008E

US$0.37

P/E
2007E

NM

2008E

25.5x

A Mid-Tier Silver Producer in the Sweet Spot
First Majestic Silver Corp.
(FR:TSX-V; Price: $3.20)
(Buy | Target Price: $6.50)

Company Description*

First Majestic is a producing silver company
focused in Mexico and is aggressively pursuing its business plan to become a senior
silver producer through development of
its existing assets and the pursuit through
acquisition of additional assets that make
sense to achieving its corporate objective.
An excerpt from a recent research report by
Richard Gray and Steven Ko of Blackmont
Capital.

Investment Perspective

First Majestic Silver Corp. occupies an
intriguing position in the silver sector
given its mid-tier producer status. While

not as large as the senior silver producers,
the company is a level above a large group
of one-mine producers that have struggled
to gain investor attention. As a result, we
believe First Majestic is large enough to be
an attractive target for the senior producers
as they look to grow their production base.
Yet the company is small enough that any
future acquisitions of the more abundant
1-2 million ounce per year mines would
have a significant impact on its production growth. We believe the most important
near-term catalyst for First Majestic will be
reserve and resource updates at two of its
assets in the coming months. After a very
busy year of acquisitions and mine integration, the company has recently stepped up
its focus on resource and reserve development and expects updates at all three mines
in 2007. These updates are expected to have
a major impact on the company’s valuation,
both in terms of where the shares trade on
an EV/oz of resource basis, and relative to

our more subjective NAV measure. First
Majestic is well positioned in the silver sector to benefit from rising prices and asset
consolidation. We are initiating coverage of
First Majestic with a BUY recommendation
and a C$6.50 per share target price.

Conclusion and Recommendation

We believe there are several value-adding catalysts over the next 12 months that
will attract investor attention and drive a
positive expansion in the company’s valuation multiples. First Majestic is well positioned in the silver sector to benefit from
rising prices and asset consolidation. We
are initiating coverage of First Majestic
with a BUY recommendation and a target
price of C$6.50 per share, which is based
on a target P/NAV multiple of 1.25 times
and a target P/CF multiple of 15 times. n
* Source: Company News Release

Market Data
52-Week Trading Range

$6.33 - $2.47

Shares Outstanding, Basic
(mm)

60.3

Shares Outstanding, Fully
Diluted (mm)

76.8

Market Capitalization
(C$mm)

$261.1

Enterprise Value (C$mm)

$238.0

Financial Data
Long-Term Debt (US$mm)

$0.0

Working Capital (US$mm)

$20.8

P&P Reserves (mm oz Ag
equivalent)

5.0

Total Resource (mm oz Ag
equivalent)

65.8

EV/oz Reserve (US$/oz)

$43.16

EV/oz Total Resource
(US$/oz)

$3.26

* Priced as of June 7, 2007
Source: Reuters, company reports, Blackmont Capital Inc.

Fresh Flow Helps 2Q07 Beat Expectations
Amerigo Resources Ltd.
(ARG:TSX; Price: $2.75)

Highlights

EPS beat forecast - Yesterday morning,
Amerigo released its 2Q07 financial results.
Net earnings were US$10.3 mln (US$0.11
(Strong Buy | Target Price: $3.50)
per share) versus our forecast of US$6.4
mln (US$0.07 per share) we were expectCompany Description*
ing. Cash flow per share was US$12.4 mln
Amerigo Resources Ltd. is a Canadian com- (US$0.13 per share) compared to the US$6.8
pany producing copper and molybdenum mln (US$0.06) we had forecasted.
from its MVC operations near Santiago,
Production - Production was 9.31 mlbs
Chile.
of copper and 204,647 lbs of molybdenum,
increases over 2Q06 of 42% and 1%, respectively. Notably, this was the highest quarAn excerpt from a recent research report by terly copper production in the company’s
Bart Jaworski of Raymond James Ltd.
history. The boost in production was largely

attributable to the renewed flow of fresh
tailings in the first week of April.
Cash costs - Cash costs were US$1.19/lb
Cu, whereas total costs were US$1.85/lb.
The cash costs were far lower than we had
forecasted, hence comparing favourably to
our estimates of US$1.60/lb and US$2.32/lb,
respectively.
Revenues - During the quarter, gross
copper selling price was US$3.27/lb compared to an LME average price of US$3.47/
lb. Realized copper price was US$2.97/lb.
A bursting till - Amerigo ended 2Q07
with some US$28.6 mln of cash in the till
after an investment in Candente (DNT-T;
not rated, see our 06/11/07 Highlight for

more information), dividend payments of
US$5.3 mln and year-to-date capital expenditures of US$7.2 mln.
Semi-annual dividend maintained - On
July 30th, the company declared a dividend
of C$0.065 per share payable on August 31,
2007 to shareholders of record as of August
22, 2007.
Target and rating - We are leaving our
STRONG BUY rating and $3.50 target
unchanged, noting that the latter is predicated on an NAVPS estimate of $4.95 and
a 0.7x P/NAV multiple. The 32% potential
return profile justifies our rating. n
* Source: Company News Release

The research reports included in the Canadian Investment Journal are intended for informational use only and should not be construed as solicitations to buy or sell securities. Any investment decisions should only be made after consulting a registered financial advisor. Forward looking
statements are subject to risks and uncertainties, and actual results can differ substantially from the opinions expressed in these reports. The analysts and brokerage firms quoted in these reports may have a current or prior financial relationship, or seek to do business with the companies
covered in these reports. As such, a conflict of interest may exist. Such financial relationships may include but are not necessarily limited to acting as a financial advisor, underwriter, or agent, or holding a position of securities and making purchases or sales in the open market or otherwise.
Neither the Canadian Investment Journal, the firms or analysts quoted within this publication, nor any related affiliates accept liability for any losses, financial or otherwise, resulting from the use of this information.
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Mining Round-Up

Cash Balances Continue to Grow; Very Good
2Q07 Operating Results
Frontera Copper Corp.
(FCC:TSX; Price: $5.75)
(Strong Buy | Target Price: $10.00)

FRONTERA COPPER CORP.
(FCC:TSX)
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Company Description*

Frontera Copper is a Canadian mining,
development and exploration company
whose principal activity is the production
of copper cathode from the Piedras Verdes
run-of-mine heap-leach copper operation
in Sonora, Mexico. Production commenced
in October, 2006 and has ramped up to an
annual rate of 70 million pounds. A total of
942 million pounds of copper is projected

to be produced during the 18-year life of '08E EV/EBITDA FCC trades at 1.9x vs. the (prev.. US$1.08) and 2008 EPS to US$1.39
the operation.
peer average of 4.0x.
(prev. US$1.40) to account for the derivatives and FX impact in the quarters. We
An excerpt from a recent research report by • Very good operating performance. FCC have increased our NAV estimate to C$10.71
Tom Meyer of Raymond James Ltd.
sold 15.7 mln lbs of copper (RJ est. 14.6 mln (prev.C$10.64).
lbs) produced at a cash cost of US$1.18/lb
Investment Perspective
(RJ est. 1.22/lb). We expect the second half • Target price. Our target price of C$10.00 is
We reiterate our STRONG BUY rating and of 2007 to continue to show improvement based on a P/NAV multiple of 0.90x applied
a 6-12 month target price of C$10.00 after as the operating team moves up the learn- to our C$10.71 NAV estimate and implies a
Frontera Copper reported better-than- ing curve.
3.8x '08 EV/EBITDA multiple. n
expected 2Q07 operating results. Adjusting for foreign exchange and derivatives • 2007 production guidance maintained. * Source: Company News Release
impact, Frontera reported roughly in-line Management maintained production and
EPS of US$0.26 vs. RJ at US$0.27 and con- cost guidance of 60 to 63 mln pounds of
sensus at US$0.25. We recommend buying copper and US$1.19/lb to US$1.27/lb for
Key Financial Data
FCC shares, as we believe the shares are 2007. We estimate total sales of 60.1 mln
EPS(US$)
CFPS(US$)
undervalued versus the peer group, and the lbs at a cash cost of US$1.19/lb.
12/06A
-0.05
-0.03
strong 2Q07 operating results confirm the
$0.94
$1.38
potential for increasing cash flows as the • Capex budget increased to US$37 mln. 12/07E
price of copper continues to trend higher. Frontera announced an increase to the 2007 12/08E
$1.39
$1.47
capital expenditure budget to US$37 mln vs.
Highlights
US$30 mln previously. The higher spendKey Statistics
• Bottom line impacted by FX and deriva- ing in 2007 is due to an acceleration in the
C$10.00
tives. Frontera reported 2Q07 EPS of Phase 2 and Phase 3 leach pad expansions. 6-12 Month Target
Dividend
Yield
N/A
US$0.15 after including US$0.09 for foreign Funded entirely out of existing cash flow,
exchange losses and US$0.02 for unrealized once complete, these expansions provide Target Total Return
74%
losses on derivatives contracts.
greater flexibility in leaching operations Market Capitalization C$368
and solution flow management.
(mln)
• Shares undervalued, in our view, re-rating
NAVPS
C$10.71
in progress. FCC shares trade at a P/NAV of • Modest revisions to earnings estimates.
P/NAV
(x)
0.54
0.54x vs. the producer average of 0.84x. On We have lowered our 2007 EPS to US$0.94

Production Has Begun!
Blue Note Mining Inc.
(BN:TSX-V; Price: $0.44)
(Spec Buy | Target Price: $0.92)

An excerpt from a recent research report by
John Redstone and Cristina Rossi of Desjardins Securities.

BLUE NOTE MINING INC.
(BN:TSX-V)
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Blue Note Mining Inc. was formed to
take advantage of Canadian metals mining opportunities. The company’s first
asset acquisition was of the Caribou and

Restigouche lead-zinc mines located near Zinc and lead market outlook
Bathurst, New Brunswick. Blue Note plans We believe the zinc and lead market will
to make additional corporate and asset improve through 2008. We expect the zinc
acquisitions in the near term.
price to average US$1.80/lb and the lead
price to average US$1.00/lb through 2008 as
Event
demand outstrips supply, driving inventories
Blue Note Mining reported a net loss of to historical lows for both metals. We expect
C$2.5m or C$0.01/share for 2Q07 as the the zinc market to record a deficit (ie a supmine was not yet operational. This com- ply ‘gap’) of 140 KMT in 2007 and 20 KMT
pares with a net loss of C$2.2m or C$0.05/ in 2008. Similarly, the supply ‘gap’ for the
share in the year-ago quarter. More impor- lead market should be 78 KMT in 2007 and
tantly, Blue Note began production in July 12 KMT in 2008. We estimate that the total
2007 and shipments in August 2007. The level of zinc metal inventories (exchange,
company has made its first delivery of lead producer, consumer and merchant) should
concentrate to Xstrata’s lead smelter in fall to essentially zero by the end of 2007.
Belledune, New Brunswick, and is about We estimate that the total level of lead metal
to ship zinc concentrate overseas. In May inventories should fall to 4.7 weeks of con2007, Blue Note signed a multi-year concen- sumption by the end of 2007 compared with
trate sales agreement with Xstrata giving it normal levels of five weeks.
long-term offtake contracts for the mine’s
entire lead production and 50% of its zinc Implication
concentrate production. Consequently, 3Q We expect Blue Note’s operations to build
and 4Q will be important quarters for the up to full production over the next six
company. During 2Q, the company invested months. Meanwhile, zinc and lead prices
approximately C$29.5m in the reopening of should remain high through 2008.
the Caribou mine and about C$206,000
in exploration activities. We maintain our Recommendation
Buy–Speculative recommendation and one- We maintain our C$0.92/share target and
year target of C$0.92/share.
Buy–Speculative recommendation for Blue

Note shares. Our one-year target of C$0.92/
share is based on a 2.5x multiple applied
to our forecast 2008 earnings estimate of
C$0.37/share. n

Key Financial Data
Potential return

109%

52-week range

C$0.25–0.77

Shares O/S

276.5m

Market cap

C$100 M

Year-end

Dec-31

Book value/sh

C$0.28\

Revenue
2007E

C$113.3m

2008F

C$239.6m

EPS
2007E

C$0.15

2008F

C$0.37

P/E
2007E

3.0x

2008F

1.2x

The research reports included in the Canadian Investment Journal are intended for informational use only and should not be construed as solicitations to buy or sell securities. Any investment decisions should only be made after consulting a registered financial advisor. Forward looking
statements are subject to risks and uncertainties, and actual results can differ substantially from the opinions expressed in these reports. The analysts and brokerage firms quoted in these reports may have a current or prior financial relationship, or seek to do business with the companies
covered in these reports. As such, a conflict of interest may exist. Such financial relationships may include but are not necessarily limited to acting as a financial advisor, underwriter, or agent, or holding a position of securities and making purchases or sales in the open market or otherwise.
Neither the Canadian Investment Journal, the firms or analysts quoted within this publication, nor any related affiliates accept liability for any losses, financial or otherwise, resulting from the use of this information.
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INTERNATIONAL KIRKLAND MINERALS INC.
URANIUM EXPLORATION IN QUEBEC
Listed: TSX.V
Symbol: IKI
Shares Issued: 53,838,858
588 sq km Land Position
100% - IKI - Contains
Kilometric Sized Uranium
anomolies, NW Quebec

QUEBEC
James
Bay

Rupert River
Uranium Property

CONTACT
604-681-3170
info@opw-iki.com

www.internationalkirkland.com

HIGH

10 K M
BL O CK S

All claim
boundries are
100% IKI

LOW

First drill location
100 Drill Hole Program
60M depth @150m apart
Start date April, 2007
Rue du Nord Hwy provides access to the anomalies
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Oil Patch

Expecting Next Run in Natural Gas: Select Quality
From Raymond James Ltd.

Introduction

entry and exit points for both short-term
(one- to three-month) and intermediate-term
(one- to three-year) investors.
Our model indicates that E&P stocks
are trading below the bottom of the fair
value range relative to long-term oil and
gas price expectations and recent trading
relationships. From a near-term valuation standpoint, this should be seen as a
bullish signal. Our model is based on the
changes in the S&P/TSX Composite Oil
& Gas E&P Total Return Index relative to
short-term and long-term movements in oil
and gas 24-month strip prices. Our model
forecasts a price level of the index based
on current 24-month strip prices. We then
apply a range of one standard deviation
above and below the forecasted value. The
gray shaded region in the following chart
represents this range. In our view, potential
buy and sell signals arise when the index
trades outside this forecasted range. These
situations represent short-term oversold or
overbought conditions in the E&P sector
that may potentially be corrected. When
the index is trading within this range, it is
implied that the E&P sector is reasonably
valued relative to current market expectations for long-term commodity prices and
recent trading relationships.

In the context of flagging performance, we
are renewing our investment thesis on the
Canadian Junior and Intermediate GasWeighted E&P companies. Market analysis
shows that "now is the time" to buy E&P
companies. Relative value is best in the
Canadian "small-cap" sub-sector.
Our analysis is supported by an expectation for a strong recovery in North American natural gas prices. US production
growth is trending lower in 2007, and if
this continues, positive growth will end
in 1Q08. Increasing LNG imports in 2007
have crammed US inventories which were
already bloated from two years of mild
weather. If US production begins to decline,
LNG imports will unlikely be able to keep
up. Higher NYMEX prices will be required
to curb demand.
Financial f lexibility is indispensable
during periods of lower commodity prices
– including the one apt to occur this fall
as US inventories reach maximum capacity. We are forecasting an average NYMEX
price of US$6.25 per mmbtu for 2H07 (even
lower than the six-month strip). To test a
more extended period of low gas prices, we
calculate 2008 year-end debt ratios for each
company using alternate 2008 NYMEX Recent Market Returns
price scenarios, as follows: "strip scenario" Although E&P stocks have outperformed
of US$8 and "low case" of US$6.
the broad market during the last prolonged
commodity bullish cycle from 2003 to 2006,
E&P Short-term Timing Model
market sentiment towards E&P stocks has
Our proprietary regression-based E&P short- been relatively weak as commodity prices
term timing model is designed to help iden- are experiencing a consolidation phase.
tify short-term market opportunities where Since January 1, 2006, S&P/TSX composite
E&P stocks have been oversold or overbought index increased 22% while producers only
relative to corresponding changes in long- posted a 3% total return (which is better
term oil and gas prices. While market timing than the 7% decline for Energy trusts due
is extremely difficult, we believe that this to Oct. 31 tax revision). Producers' return
model is a helpful tool in gauging potential is driven by superior performance of the

senior Canadian E&P companies.

August 7th, total consumption is estimated
to be 2.6 bcf/d higher year-over-year in 2007
compared to 2006.

Current Trading Multiple

Recommendations

Canadian junior & intermediate E&Ps have Peer group analysis concentrates on growth
greater potential value than other producer performance over a spectrum of equity valsub-sectors.
uations. We are reiterating our STRONG
BUY investment ratings on Crew (CR-T),
Recent Merger and Acquisition Deals Cyries (CYS-T) and ProEx (PXE-T). We are
The average cost of oil and gas asset acqui- upgrading Duvernay (DDV-T) and Prossitions in the Western Canadian Sedimen- pEx (PSXT) to STRONG BUY from OUTtary Basin (WCSB) has been declining since PERFORM. We are initiating coverage on
2Q06. Following the recovery of oil and gas Tristar Oil & Gas (TOG-T) with an OUTprices in 2Q07, the price for oil and gas assets PERFORM and a target price of $10.25. We
has improved to $59,933 per boepd which are reducing target prices on Defiant from
is higher than the 1Q07 average of $54,166 $3.00 to $2.50, ExAlta from $3.75 to $2.50,
per boepd. However, with recent natural gas Crew from $17.00 to $14.50, Kereco (KCOprice weakness, the average price tag for oil T) from $5.25 to $4.25, Mahalo (CBM-T)
and gas properties in WCSB has declined to from $4.00 to $3.25, Masters (MSY-T) from
$53,483 per boepd in 3Q07 so far.
$4.50 to $3.50, and Titan (TTN.A-T) from
$2.00 to $1.75. n

North American Natural Gas

The market price for North American natural gas has moved through several stages
of growth over the past twenty (20) years
as the market makes the transition from
a period of surplus productive capacity
(during the 1980's) to the current situation
whereby LNG imports are required to offset declining imports from the Western
Canadian Sedimentary Basin. In 2008 and
beyond we expect U.S. natural gas prices to
rebound back to a 7:1 parity with crude oil.
Price spikes could be even higher during
periods of inclement weather when LNG is
not readily available.

U.S. Natural Gas Demand to Increase

Total natural gas consumption in the U.S.
was 59.5 bcf/d in 2006, compared to a total
of 9.3 bcf/d consumed in Canada. Although
total U.S. consumption growth has been
down for the last four years, the trend is
forecast to reverse in 2007. According to
EIA's Short Term Energy Outlook released

Investment Summary
Company

Current
Price
$4.28

Birchcliff Energy Inc. (BIR-T)
Compton Petroleum Corp.
$10.23
(CMT-T / CMZ-N)
Cordero Energy Inc. (COR-T)
$4.30
Crew Energy Inc. (CR-T)
$8.00
Cyries Energy Inc. (CYS-T)
$8.43
Defiant Resources Corp. (DFR-T) $1.51
Duvernay Oil Corp. (DDV-T)
$33.90
Ember Resources Inc. (EBR-T)
$2.03
ExAlta Energy Inc. (EXA-T)
$1.50
Kereco Energy Ltd. (KCO-T)
$4.02
Mahalo Energy Ltd. (CBM-T)
$2.95
Masters Energy Ltd. (MSY-T)
$2.69
ProEx Energy Ltd. (PXE-T)
$14.06
ProspEx Resources Ltd. (PSX-T) $3.62
Titan Exploration Ltd (TTN.A-T) $1.76
TriStar Oil & Gas Ltd. (TOG-T)
$8.19
All figures in C$ unless otherwise noted.
Note: closing prices are as of August 17, 2007

Rating/Target Price
2/$6.50
2/$13.50
2/$6.50
1/$14.50
1/$17.00
2/$2.50
1/$52.00
2/$3.75
2/$2.50
3/$4.25
3/$3.25
2/$3.50
1/$24.50
1/$6.00
3/$1.75
2/$10.25

A New TriStar
TriStar Oil & Gas Ltd
(TOG:TSX; Price: $7.80)
(Buy | Target Price: $13.25)

Company Description*

TriStar engages in the exploration, acquisition, development and production of oil
and natural gas reserves, primarily in the
provinces of Alberta, Saskatchewan and
Manitoba. TriStar's business plan is to create sustainable and profitable per share
growth in reserves, production and cash
flow in western Canada. To accomplish this,
TriStar will pursue an integrated growth
strategy including focused acquisitions,
together with development and exploration drilling.
An excerpt from a recent research report by
Jim Bartlett of Odlum Brown Limited.

Summary and Recommendation:

• On August 16, 2007 TriStar and Real
Resources merged, forming a new intermediate, growth focused oil and gas company
• Each shareholder of TriStar received
0.4762 of a New TriStar share for each share
of TriStar (old). The merged company will
continue under the name TriStar Oil and
Gas Ltd. and will continue to trade on the
TSX under the symbol TOG.
• Production on August 16 of New TriStar
was about 14,500 barrels of oil equivalent
per day (boepd) and the estimated 2007 exit
rate is 15,250 boepd.
• Pro Forma cash flow for 2007 is projected
to be $2.40 per share while actual 2008 cash
flow is estimated to be $2.65 per share.
• TriStar has 1,400 development drilling
locations and 700,000 undeveloped acres.
• At the recent price of $7.80, the shares of
TriStar are only trading at 2.9 times esti-

mated 2008 cash flow. As the company has
had an excellent record of meeting its production targets, we think the current price
represents good value for an intermediate oil and gas company with good growth
potential. Our new twelve month target
price is $13.25 per share. Our rating has
been changed to Buy from Hold.

Outlook

an extensive undeveloped land base in west
central Alberta and significant Mannville
CBM potential.
For the remainder of 2007 the Company's
drilling program will consist of a combined,
high graded drilling program selected from
each of TriStar and Real's extensive drilling inventories and will be focused on the
Company's high quality development and
exploration portfolio in southeast Saskatchewan (50% of drilling capex), west central
Alberta (20% of drilling capex), southern
Alberta (15% of drilling capex) and central
Alberta (15% of drilling capex). n

TriStar is very well positioned to grow
reserves, production and cash f low per
share through the management team's integrated strategy of acquiring, exploiting and
exploring. The growth potential of the new
company appears to be excellent as it has *Source: Company News Release
a solid development drilling inventory of
Key Statistics
over 1,400 drilling locations for both light
oil and natural gas, and numerous exciting, P/CF 12/08E
2.9x
high impact exploration prospects includ- Shares O/S (Mil.)
68.6
ing the Bakken play in southeast SaskatchMarket
Cap
$521M
ewan, a number of 3D defined prospects on

The research reports included in the Canadian Investment Journal are intended for informational use only and should not be construed as solicitations to buy or sell securities. Any investment decisions should only be made after consulting a registered financial advisor. Forward looking
statements are subject to risks and uncertainties, and actual results can differ substantially from the opinions expressed in these reports. The analysts and brokerage firms quoted in these reports may have a current or prior financial relationship, or seek to do business with the companies
covered in these reports. As such, a conflict of interest may exist. Such financial relationships may include but are not necessarily limited to acting as a financial advisor, underwriter, or agent, or holding a position of securities and making purchases or sales in the open market or otherwise.
Neither the Canadian Investment Journal, the firms or analysts quoted within this publication, nor any related affiliates accept liability for any losses, financial or otherwise, resulting from the use of this information.
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Oil Patch

Strong Library Sales, Earnings
Meet Expectations
Divestco Inc.
(DVT:TSX; Price: $3.60)
(Strong Buy | Target Price: $9.35)

Market Data
52-week High-Low

$5.10-$2.27

Shares Outstanding
– Basic

41.0 million

– Fully diluted

46.2 million

Market Capitalization

$147.6 million

Long Term Debt (06/30/07)

$44.5 million

Cash (06/30/07) $

1.6 million

Fiscal Year End

December 31

Major shareholders
– Management & Directors: 35%
– Institutions:

16%

An excerpt from a recent research report by
Marcel Brichon and Tolulope Ogunkeye of
Northern Securities Inc.

Company Description

Divestco Inc. is a Calgary-based company
with products to minimize the risk of oil
and gas producers and explorers. The Company has a suite of software solutions, a
seismic data and drilling records library,
provides geophysical and land management
services, provides consulting and seismic
processing services, and has Canada’s largest seismic data brokerage division.

Event

Divestco Inc. (“Divestco” or the “Company”) has reported its second quarter
financial results.

Highlights

Divestco delivered revenue of $27.5 million,
52% ahead of a year ago, and 10% ahead of
our forecast. For the first half of the year, the
Company generated revenue of $54.3 million, a 44% increase from the prior year.
The growth in the quarter was driven
largely by a 57% increase in data library sales
to a record level of more than $15 million in
the quarter. The acquisition of BlueGrouse
Seismic Solutions Ltd. and its data library

in May 2007 was a key component to this
growth. Services revenues were up 37% to
approximately $6 million in the quarter
due to acquisitions of the Geomatics unit
of CGGVeritas in May 2007 and the seismic
processing division of GeoX Systems Ltd. a
year earlier. Consulting revenue more than
doubled to about $3 million from the acquisition of Cavalier Land Ltd. in the past year.
The Company had EBITDA of $14.0 million in the quarter, 75% above the prior year,
and 32% above our estimate. The higher
EBITDA margin than we had expected was
due to a greater portion of revenue derived
from high-margin data sales in the quarter.
Funds from Operations in the quarter were
$13.8 million ($0.33 per diluted share), a
68% improvement over the prior year, and
again 30% ahead of our forecast.
Divestco earned $4.2 million ($0.11 per
basic share, $0.10 per diluted share) in the
quarter, 17% higher than a year ago and
3% above our forecasts. The Company had
a tax rate of 33% in the quarter, compared
to 21% a year ago.
At the end of the quarter, the Company
had a working capital deficit (excluding

current portion of deferred revenue) of $4.6
million, an improvement of $9.4 million
from the start of the quarter. Full detailed
financials are not yet available.

Investment Conclusion

We are maintaining our STRONG BUY
rating on Divestco Inc., with a target price
of $9.35. Our target is based on 13.0× our
estimated 2008 fully diluted earnings. n

Financial Data
(millions,
except EPS)

FY06A

FY07E

FY08E

Revenue

$106.5

$143.6

$170.8

% Change

174.5%

34.8%

19%

EBITDA

$63.7

$87.4

$112.1.0

Net Income

$19.6

$27.9

$33.3

- EPS (fully
diluted)

$0.53

$0.63

$0.72

P/E (fully
diluted)

6.8 ×

5.7 ×

5.0 ×

Lower Operating Costs Should Translate into Improved Fundamentals
IROC Energy Services Corp.
(ISC-T: TSX; Price: $1.50)
(Buy | Target Price: $2.70)

An excerpt from a recent research report
from Brian Pow and Amish Patel of Acumen Capital Partners.

Company Description

IROC Energy Services is an oilfield services company that, through its divisions,
supplies a comprehensive range of products, services and equipment to the oil and
gas industry including service and drilling
rigs, rental equipment, lease construction,
memory gauges and permanent monitoring
systems, and safety, monitoring and communication equipment and technology.

Q207 Results

On first glance, relative to other companies IROC’s results look reasonable. The
Company reported total revenue from continuing operations of $11.8 million in Q207
compared to $11.2 million in Q206, in line
with our expectations. The gross margin
for the quarter was 29.0%, up 2.0% yearover-year. Operating earnings as measured
by EBITDAS were $1.1 million, up slightly
over the previous year. Non cash charges
resulted in a net loss for the quarter of $1.7
million ($0.04 per share) compared to a net
loss of $1.1 million ($0.02 per share) in the

comparable quarter last year but still ahead the Company’s notable investment activiof our forecasted loss of –$0.08.
ties over the past year. Interest charges of
approximately $1.1 million were somewhat
Core Operating Discipline
constraining in the soft second quarter but
IROC reported corporate gross margins are adequately covered by cash flow taking a
of 29.0% in Q207 compared to 27.0% mar- look from an annual perspective. IROC has
gins in the comparable quarter last year recently renewed its bank credit facilities
and management believes overall margins for one year and when asked, management
of 3 5.0% are attainable for the fiscal year. felt there is sufficient room to handle peak
Operating costs of $8.4 million were 71.0% requirements within the covenants. Workof revenue, 200 basis points less than the ing capital was approximately $7.0 million
$8.2 million reported in Q206. General and at the quarter end.
administration expenses of $2.3 million
were down 20.7% sequentially from Q107 as Valuation of a Micro Services
the Company effectively managed costs as Conglomerate
business levels slowed but remained 15.0% We approach IROC’s valuation in a someover last year from the overall business what different manner than we would other
expansion. G&A represents about 19.5% service companies. As a result of the Comof revenue in Q207 compared to 17.5% pany’s diverse product and service offering
in Q206 and identified opportunities to we use a peer group containing 30 publicly
remove expenses will narrow the gap. The traded companies which offer products or
noteworthy operating discipline and ongo- services common to IROC in an effort to
ing commitment to cost containment reso- come to a meaningful valuation multiple.
nates well and should lead to an improving As our peer group analysis suggests, IROC
profit contribution.
trades at a discount to its peers based on
industry forward estimates. Discounted
Balance Sheet
cash flow analysis also shows upside from
IROC reported $44.2 million of net debt current levels but does offer a much more
at June 30, 2007, an increase of $25.0 mil- conservative outlook.
lion from the December 31, 2006 balance.
The increase includes notes payable of Discussion and Conclusion
$20.0 million to establish Mission Drilling IROC will be the first to tell you that the
in Q107. Overall debt of $61.0 million (a current operating environment is not sigratio against equity of 1.15) has financed nificantly different than that faced in the

second quarter with the exception of the
typical Q2 seasonal weakness. While noting management’s conservative tone, the
tangible signs of operational improvement
should offset some of the lingering concerns for investors. Significant industry
contraction has plagued many players but
the Company’s pricing efforts, where available, in combination with lower operating
costs should translate into improving fundamentals. n

Financial Data
F05

F06

F07e

F08e

Sales

$29.4m

$62.3m

$86.3m

$109.4m

EBITDA

$7.0m

$12.3m

$24.8m

$26.4m

Net earn- $2.2m
ings

$2.1m

$7.2m

$8.0m

Diluted
EPS

$0.07

$0.05

$0.17

$0.18

P/S

2.1x

1.0x

0.7x

0.6x

P/EBITDA 8.8x

5.0x

2.5x

2.3x

P/E

21.4x

30.0x

9.0x

8.3x

EV/
EBITDA

16.4x

9.3x

4.6x

4.3x

Working
Capital

$1.8m

-$11.0m

$14.9m

$9.6m

D/E

0.5x

0.8x

0.8x

0.7x

ROAE

0.0%

4.9%

12.9%

11.3%

BV/Share

$1.04

$0.97

$1.33

$1.53

The research reports included in the Canadian Investment Journal are intended for informational use only and should not be construed as solicitations to buy or sell securities. Any investment decisions should only be made after consulting a registered financial advisor. Forward looking
statements are subject to risks and uncertainties, and actual results can differ substantially from the opinions expressed in these reports. The analysts and brokerage firms quoted in these reports may have a current or prior financial relationship, or seek to do business with the companies
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Stocks

A Long History and a Solid Management Team
Hammond Manufacturing
Company Ltd. (HMM.A:TSX;
Price: $1.60)
(Buy | Target Price: N/A)

hammond manufacturing
company ltd. (HMM.A:TSX)

products. The company has been passed
down to three generations of Hammonds
and was originally listed on the TSX in 1986.
Currently the company operates facilities
that are located in Canada, USA, UK, and
Australia and has a network of agents and
distributors worldwide.

Financial Highlights & Key Areas of
Growth

source: www.stockhouse.com

An excerpt from a recent research report by
KeyStone Financial Publishing Corp.

Company Description

Hammond Manufacturing, with its roots
dating back to 1917, manufactures electrical
enclosures, racks and rack cabinets, small
enclosures, electronic transformers and outlet strips, which are used by manufacturers
of a wide range of electronic and electrical

The company operates in a stable and slowly
expanding business, but has the opportunity
to continue to improve its financial performance and shareholder value through
continued increases in its market share,
both in North America and around the
world. In addition to growing its market
share, the company is also undergoing a
number of strategic initiatives to bolster its
success. These initiatives include: a continued expansion of its existing product line
to better serve its customers and increased
marketing efforts. As with previous years,
going forward Hammond Manufacturing will continue to focus on improving
the company’s productivity and margins.
Critical to the success of this goal is the
company’s management and their considerable experience in the industry. Similar to all
other Canadian manufacturers, Hammond
Manufacturing has been fighting an uphill
battle against the rise in the Canadian dol-

lar. Management is cognizant of the effect
this is having on its results and tries to mitigate some of the exchange rate risk through
asset and liability matching. Even with the
appreciation of the dollar hindering results,
the company has been able to continue to
grow its revenues and earnings. Helping
with the bottom line is the company’s 45%
equity investment in Moloney Electric Inc.
Moloney Electric designs and manufactures
high quality distributions transformers. Our
subscribers may recall our previous pick
of Hammond Power Solutions, which was
spun off Hammond Manufacturing in 2001,
and operates in a similar line of business and
has been quite successful. The investment in
Moloney gives Hammond Manufacturing
exposure to the cyclical upswing in this area
of the market. The company’s release of Q2
2007 numbers show maintained profitability going back six consecutive quarters. For
the quarter, revenue increased 5.1% from Q2
2006 to total $19.4 million. Gross margin for
the quarter was relatively flat compared with
Q2 2006, at 28.6% and 28.7%, respectively.
This margin was achieved through higher
production levels that offset the stronger
Canadian dollar and increases in raw material prices. The company has been able to
lower its SG&A as a percent of sales for the
first half of the year. Net income for the
quarter totaled $432,000 versus $286,000 in

Q2 2006. On a per share basis, net income
for Q2 2007 and Q2 2006 was $0.04 and
$0.03 respectively. The company’s investment in Moloney provided $276,000 in net
income before tax, rising from $52,000 in
Q2 2006.

Conclusion

Hammond Manufacturing has a long history and solid management team. With the
recent success of Moloney Electric, the company has been able to significantly improve
its net income from the first quarter of the
year. While conservative with its growth,
we feel that the company offers great value
to investors as it currently trades under
book value and any improvement in margins will have a significant impact on the
bottom line. We currently rank Hammond
Manufacturing a BUY. n
Key Financial Data
Income Statement

2006

2005

Revenues

$71,005,000

$66,718,000

Net Earnings

$1,174,000

($430,000)

EPS

$0.10

($0.04)

Fully Diluted EPS

$0.10

($0.04)

FCF

$1,117,000

($2,664,000)

FCF/Share

$0.10

($0.24)

Sensing Optimism in Opsens Inc.
Opsens Inc
(OPS:TSX-V; Price: $0.71)

nology provides long-term accuracy and
reliability in the harshest environments,
making the products ideal for oil and gas,
medical and military applications.

(Spec Buy | Target Price: $1.35)

Highlights

opens inc.
(OPS:TSX-V)
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An excerpt from a recent research report by
Marcel Brichon and Tolulope Ogunkeye of
Northern Securities Inc.

Company Description

Opsens Inc. is a leading developer, manufacturer and supplier of fibre-optic sensors
and signal conditioners based on proprietary patented technologies. Opsens’ tech-

• Opsens has a strong balance sheet for
a company at this stage of development,
with $2.5 million in working capital and an
available line of credit of $0.2 million.

• The Company has a growing portfolio of
• Opsens Inc. (“Opsens” or the “Company”) patents on its technologies, with two patents
manufactures highly reliable sensors that issued, and five more pending.
measure temperature, pressure, strain and
displacement for a range of applications.
• Opsens’ management team has leading
expertise in the sensor industry and is
• The sensors for the oil and gas industry are responsible for key technologies used in
the first application for real time tempera- the market today.
ture and pressure data in Steam Assisted
Gravity Drainage (“SAGD”) projects, pro- Recommendation
viding accurate information to operators We rate Opsens Inc. as a SPECULATIVE
from the actual production zone.
BUY, with a twelve month target of $1.50.
The rating is speculative, as the Company
• The Company has won a key customer has a single customer thus far in its core oil
in the oil and gas market, with a signifi- and gas market, and we require significant
cant follow-on order expected in the near further business from this customer, as well
future.
as at least one more major new customer
win, for our forecasts to be met. We do have
• Two key medical customers are moving a level of confidence that this will occur,
towards regulatory approval using Opsens’ due in large part to the early acceptance of
miniature sensor products, providing a fur- the technology by the initial oil and gas clither impetus for growth. The Company’s ent but, until these sales are completed, the
products are currently being used in its profitability of this Company is an uncerclients’ animal testing programs.
tain proposition. n

Market Data
52-week High-Low

$0.97-$0.41

Shares Outstanding
– Basic

32.6 million

– Fully diluted

41.6 million

Market Capitalization

$23.2 million

Enterprise Value

$21.6 million

Book Value (May 30/07)

$2.5 million

Long Term Debt (May 30/07)

$0.7 million

Working Capital (May 30/07) $2.5 million
Fiscal Year End

August 31

Major shareholders

Employees, Board: 45%
Institutions: 24%

Financial Data
(000,
except
EPS)

FY06A

FY07E

FY08E

FY09E

Revenue

$922

$850

$11,673

$24,820

Gross
Margin

60.16%

22.53%

57.16%

57.67%

Gros
Profit

$555

$191

$6,672

$14,315

Net
Income

($1,043)

($2,395)

$3,445

$4,657

EPS (FD)

($0.05)

($0.06)

$0.08

$0.11

The research reports included in the Canadian Investment Journal are intended for informational use only and should not be construed as solicitations to buy or sell securities. Any investment decisions should only be made after consulting a registered financial advisor. Forward looking
statements are subject to risks and uncertainties, and actual results can differ substantially from the opinions expressed in these reports. The analysts and brokerage firms quoted in these reports may have a current or prior financial relationship, or seek to do business with the companies
covered in these reports. As such, a conflict of interest may exist. Such financial relationships may include but are not necessarily limited to acting as a financial advisor, underwriter, or agent, or holding a position of securities and making purchases or sales in the open market or otherwise.
Neither the Canadian Investment Journal, the firms or analysts quoted within this publication, nor any related affiliates accept liability for any losses, financial or otherwise, resulting from the use of this information.
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Looniversity
A Long-Term Market Strategy
From page 1

Damien: Longview Capital Partners is a capital is to do more of the founding of and who in turn also know a lot of people. There $1.30). Oriental was a company that was
vertically integrated resource investment
bank. By that I mean we do everything from
staking projects and developing projects
through to investing in projects and providing a broad range of services to companies
from corporate finance to investor relations
through to corporate development work.
Most of the time, we try to create our
own investments as opposed to buying them in the market. We certainly do
the latter but some of our biggest wins
have been when we’ve come up with
independent ideas, acquire the rights to
the ground and effectively formated those
deals in such a way that they hit the public
markets in one of our shells or one of our
IPO’s. I think that strategy affords people
investing in Longview with a unique
perspective. I still don’t think that you
can buy anything in the market place in
exactly the way we offer it. So we’ve driven
our own growth from when we went public
in August of 2005 to now.
Our ability to get in on deals and create
value offers us a high degree of safety. When
people buy Longview shares they are buying
a share of a company that is looking for and
is geared specifically to long-term buying.
Longview Technical and all the associate
people that work here are geared to finding the best possible opportunities and the
best possible prices and structuring them
accordingly.

CIJ: How many companies are in the
Longview portfolio right now?

Damien: There are just south of 30 companies. We could hold a larger portfolio but we
don’t like to do that. In the next 18 months
you may see Longview come out with some
new products. We’re considering coming
out with Longview funds because we know
a lot about this business. With our technical
expertise we can bring a lot of knowledge to
the table and offer people a lot of exposure
to different things.

CIJ: Just to Clarify. Most of your holdings
are companies that you built from the
ground up, but you also invest in companies that are already created and trading
on the market.

Damien: That’s correct. Cue Capital (CUE:

TSX-V) and Nevada Copper (NCU:TSX)
are examples of existing companies that we
simply invested in. Tournigan Gold (TVC:
TSX-V), Buffalo Gold (BUF.U:TSX-V), Bayswater Uranium (BAY:TSX-V) and Oriental
Minerals (OTL:TSX-V) are all companies
that we founded. We bought into Nevada
copper at $0.15 and another company Centric Asian (CTE:TSX-V) at $0.50. We had a
founding stake in Waratah Coal (WCI:TSXV) but then we bought it a larger position
during the IPO.
The go forward future for Longview

less of the investing, and hence why we may
introduce a new group of Longview funds.
We know the people who assess these assets
very well and we’ve done very well ourselves.
I’m not necessarily interested in putting
in a million dollars and coming out with
a million and a half to three million dollars. I’m interested in putting in $250,000
or $300,000 followed by a $1,000,000 and
then pulling out 10 to 15 million dollars.

CIJ: Could you give us your point of view

on what’s been happening in the markets
during the last few months.

Damien: Obviously we have been seeing a

lot of volatility in the market as a result of
the sub prime issue. I’m not an expert on
the credit markets; however, I do think that
the worst is over because everyone now has
a psychological perspective over sub-prime.
If a new problem arises then all bets are off.
But if it’s more of that problem credit related
stuff I think people are okay. I’m hoping
that that people can psychologically put that
out of their mind and accept it as more of
the same problem.
In a global perspective, I have traveled
extensively and more and more you see
economies detaching from their dependence to the United States. What I see is
economies growing to the point where they
have sufficient internal demand and therefore are not as concerned with what the
Americans are buying.
The middle class in China is such a large
demographic now and they do not want
to go back to poverty. So they are going
to continue to consume and the growth
in that demographic is going to continue.
Therefore you are going to see ever more
growth in many different things including
resources.
So I think there is another chance for a
major drop in the markets but I cannot see
the engine of major global growth coming
apart in such a fashion that fundamentally
we won’t be in real need of resources. I can
see the music stopping for a while and when
it does you better find a chair. We tend to
think that we find our chair by starting our
own deals from the ground up and buying
other deals at wholesale prices. When you
find a good investment at $0.10, you have a
wide of margin of safety to protect yourself
with. You may get hit but your losing profit,
you’re not losing capital.

are not too many people if anyone I can’t get
a read on, either by calling someone directly
or calling someone who knows the person
I’m investigating. And secondly, there isn’t
a country on this planet that I can’t get a
report on in 72 hours. So I have a distinct
advantage that comes from being in the
business so long.
In addition, you want to have a strong
sense of the structure of the company. Not
just how many shares are outstanding, but
also the composition of the shareholder
base. Who are the people, where is the asset,
what is the geopolitical risk? What is the
commodity risk? What is the technical risk?
Within the technical risk where does the
project sit? Is it in the exploration phase?
If it is in the exploration phase what’s the
geological model. Is there metallurgical
risk? What’s the development risk from an
engineering point of view? There are really
a lot of things that you want to look at.

basically given birth to by Longveiw. Our
people working at Longview Technical recognized that there were many quality assets
in South Korea, and that many had slipped
between the cracks, in terms of gaining
attention from the people looking at them.
We went in to South Korea and we were
basically able to do deals and or stake most
everything that was available in the country. Consequently, we had an enormous
first mover advantage and we had some
unique contacts that were forwarded by the
guys working in Longview Technical and
we went in there and picked up everything
at $0.10.
Since then the stock has been as high
as $3.60 and we recently did a financing
at around $1.55. Currently the stock
is around the $1.10 to $1.20 range as a
result of the current malaise that we are
in right now. If you go and look at Oriental’s website and check the results that
are coming out of it, you’ll see that their
CIJ: What kind advice can you give to our very large deposit is getting much bigger. I
CIJ subscribers who are independently think we’re leveraged to something that is
researching their own stocks?
really big here.

Damien: One of the things I say to peo- CIJ: Very good. How about one more?

ple, who decide to invest in this industry,
is firstly, congratulations. I think you are
giving yourself the potential to make a
huge amount of money. My advice is to take
it seriously and that you should probably
study the business for at least 6 months
to a year before you ever invest money.
I think that the time that you take to
calibrate yourself with a bit of experience is the very thing that leaves you with
an odd combination of high reward and
lower risk.
You really have to take the time to get to
know the people you are investing in. Try to
pick no more than 5 groups of people that
you think you like. Call them up and get to
know them. Follow them and tell them that
you’re going to follow them. Take it seriously, and they will take you seriously.
Having said this, it is also important to
note that the business is cyclical and there
are some phenomenal times to buy. The
winter time around Christmas is a phenomenal time to buy. You can take advantage
of the emotional nature of the markets. A
phenomenal asset will go through emotional ups and downs and that can create a
phenomenal investment opportunity.
As soon as you can calibrate yourself to
the markets emotional and financial cycles,
CIJ: With regards to picking good stocks, get to understand 5 or 6 groups of people,
what are some of the most important met- and take the business seriously, I think you
rics that you use?
will have a lot of fun with it.

Damien: Buffalo Gold (BUF.U:TSX-V; Price:

$1.15) is another top holding of ours which
we started at the $0.05 level. Buffalo’s main
holding is a 60% interest in the Mount Perry
Gold project which is a 1.7 million ounce
project in Papa New Guinea. We own a
100% of the licenses that are continuous
to the southwest and the west. This area
has produced around 29 million ounces of
gold historically and is one of the world’s
resource super giants. We are within 15
km of them and clearly within the same
trend of geology that can host these mega
developments.
The company also recently took a controlling interest (26%) in a company called
Kinbauri Gold Corp (KNB:TSX-V). Kinbauri acquired the gold assets of RIO Narcea in Spain. They’ve been drilling that and
been coming out with some phenomenal
results in the zone that had not been sufficiently explored by RIO. So those assets
are performing very well from a fundamental point of view. The market is not giving
them the credit that we would like to see. I
am not too worried about this however, as
it is all part of the opportunity.
Also very important to mention is that
Buffalo is close to a merger with a company
called Sargold Resources (SRG:TSX-V).
When this deal is closed, we’ll have something between 2.3 and 2.4 million ounces.

Damien: The simple answer to your ques- CIJ: That sounds like very good advice. So CIJ: Well once again Damien, thank you
tion is the people. You have to know who
you’re betting on. Secondly you have to have
a view on the assets. Being in the business
for over 20 years myself, and having been
an active participant, I know a lot of people,

what are a couple of your top holdings in very much for your time. I think you’ve
the sector?
given us a lot of good information to think
about.
Damien: The first company I’ll talk about
is Oriental Minerals (OTL:TSX-V; Price Damien: Thanks again for having me. n
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AQUIRING AND
DEVELOPING PROLIFIC
OIL AND GAS ASSETS IN
SOUTH AMERICA

CONTACT
10777 WESTHEIMER - SUITE 1100
HOUSTON, TEXAS 77042-3462
TELEPHONE: 281-383-9403
FAX: 713-260-9615

CORPORATE OVERVIEW

MANAGEMENT TEAM

Pluris Energy Group Inc. (NASD – OTCBB: PEYG) is an international energy
company engaged in the acquisition and development of producing oil and
gas interests and new alternative energy opportunities aimed to diversify the
worldwide energy grid.

Sacha H. Spindler, Chairman & CEO - 28 years business, finance and
corporate development experience. Mr. Spindler has applied his extensive
expertise in corporate finance, structure, negotiations and management
discipline to the energy industry over the past 10 years.

Pluris Energy’s mandate to build a diversified energy enterprise is currently
focused on acquiring assets inside Argentina and throughout South America.

Sam Sen, President & COO - 27 years energy industry
experience, BSc in Geology from Carleton University, Canada and MBA from
Warwick Business School/Wolsey Hall, Oxford. Formerly Project Manager,
World Wide Business Development, Anadarko. Prior to Anadarko, Mr. Sen also
served for Unocal, Suncor and Gulf Canada.

The company is already in advanced stage negotiations for a number of producing energy assets, including its prospective San Enrique acquisition in Argentina. Once the company acquires its first production asset, it is prepared to
immediately graduate from the OTC Bulletin Board to a dual listing on Norway’s
Oslo Bors exchange and the AMEX exchange.

ARGENTINA’S PROLIFIC ENERGY SECTOR
Argentina has one of the most competitive and efficient oil and gas industries
in the world. The country is also one of the most politically and economically
stable regions in Latin America and offers one of the highest percentage rates
of return on investments in its energy sector.

Jose Bereskyj, Manager, International Energy Developments - 31 years energy industry experience, Masters in Petroleum Geology from the University
of Buenos Aires. Formerly VP, Exploration and Production for Petrolera San
Jorge (since acquired by Chevron), Mr. Bereskyj has also served for YPF, Exxon
and Occidental.

Argentina contains nineteen highly prolific hydrocarbon basins. Only five of
these basins are currently in production. This provides E&P companies with a
rare ground-floor opportunity with substantial exploration upside. In 2006, over
$14 billion in foreign capital was invested in Argentina’s energy sector.

PLURIS’ ACQUISITION STRATEGY
Pluris’ management is in the process of assessing several acquisition opportunities with Argentina’s booming energy sector.
On August 18, 2006, Pluris signed an agreement to acquire 100% of the outstanding shares of San Enrique Petrolera, S.A. With San Enrique, Pluris would
acquire properties within Argentina’s three most prolific basins; namely, Neuquén, Austral (Tierra del Fuego) and Golfo San Jorge.
Once closed, this acquisition would provide Pluris with the following assets:
• 1,000 boe/day of current production
• Interest in over 78 producing wells (38 oil / 40 nat. gas)
• Estimate 3P reserves of 49 million boe
• 251,000 net acres of exploration property
• Suitable infrastructure and processing facilities
In addition to San Enrique, Pluris has commenced advanced negotiations with
several other energy related assets in Argentina. Management is expecting to
move forward with some of these acquisitions before the end of 2007.

FINANCIAL DATA
Symbol: .............................................................................................................PEYG.OB: OTC
Recent Share Price:* ......................................................................................................$0.50
52 Week Range: * .............................................................................................. $1.15 - $0.25
Shares Outstanding (basic):* ..................................................................................$12.3M
Shares Outstanding (diluted):* ..............................................................................$18.9M
Escrowed Shares: * .............................................................................................................. 6M
Market Capitalization:* ........................................................................................... $10.19M
Insider Ownership:* .........................................................................................................55%
*As of 1/Aug/07

Argentina’s
Hydrocarbon Reserves
Noroeste Cuyana
Proven Reserves 4.57
0.02
Nat. Gas (Tcf)
Probable Reserves 1.57
0.01
Nat. Gas (Tcf)
Proven Reserves 159.30
195.59
Oil, Million Barrels
Probable Reserves 49.56
42.22
Oil, Million Barrels
Secretaria de Energia, “Boletin Annual de Reservas”, (December 2002)

Neuquen

Austral

Golfo San Jorge

Totals

12.17

5.25

1.42

23.43

3.43

4.89

0.91

10.81

1129.31

153.57

1182.74

2820.51

422.33

141.08

4.75

1130.20

Disclaimer: The information in this document is intended for information purposes only and should not be construed as an offer to buy or sell securities. Some of the statements made in this document are forward-looking. Forward-looking statements are inherently subject to risks and uncertainties and actual results may differ significantly from those presented in this document.
The reader is warned against the risk of attributing excessive credibility to these forward-looking statements. Source One Capital and Pluris Energy Group and any of its affiliates do not take responsibility for any losses incurred based on the information provided.
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Stock Up on Tech: 3 Undervalued Companies
A recent research report by Dennis dos
we expect that it would trade at a slight disSantos, and Tolulope Ogunkeye of Northern count to its peers. However, we believe that
Securities Inc.
at the current price this stock is undervalued. We reiterate our BUY recommendation
Fortsum Business Solutions
and $1.10 price target.

(FRT:TSX-V; Price: $0.51)
(Buy | Target Price: $1.10)

Fortsum is mainly involved in the development, integration, marketing and support of
accounting, commercial and banking data
management software. Over the last 20 years
Fortsum has built a distribution network of
more than 1,000 business partners in Quebec. The historical client base for Fortsum
has been Small and Medium-sized businesses (SMBs). Fortsum management has
developed a multi-year strategy to grow the
Company beyond its Quebec roots through
the acquisition of small consulting firms
specialized in ERP integration services.
On July 5, the Company announced that it
had acquired Centre informatique MicroAccès inc. ("Micro-Accès") for the amount
of $1,969,000. Micro-Accès’ revenue in FY06
was $2.8 million. The Company plans to
continue making strategic acquisitions both
in Quebec and outside Quebec. For FY07,
we expect revenue of $27.7 million ($30.5
million in FY08) and net income of $1.3 million, or $0.03 per basic share ($2.1 million
or $0.06 basic per share in FY08). The Company is currently trading at 0.8× our FY08
revenue estimate and 8.5× our FY08 earnings estimate, with an expected EPS growth
of 100% for FY08. Fortsum’s peer group for
comparable valuation, which includes Canadian IT and software companies, is trading
at about 1.8× FY08 revenue estimates and
16.3× FY08 earnings estimates. As Fortsum
is still relatively unknown outside Quebec,

52-Week High-Low

$0.80-$0.47

Last Price

$0.51

Shares O/S:
Basic

47.0 million

Fully diluted

58.3 million

Market Cap.

$24.0 million

Recommendation

BUY

12-Month Target Price

$1.10

ORTHOsoft Inc.
(OSH:TSX-V; Price: $0.60)
(Buy | Target Price: $2.00)

ORTHOsoft Inc. develops and markets the
Navitrack solution, a portfolio of hardware,
software and surgical disposables that assist
orthopedic surgeons in performing more
accurate and less invasive joint replacement
surgeries. The Company has regulatory
approval in North America and Europe
where it operates. ORTHOsoft’s major product suites include Total Knee Replacement
and Total Hip Replacement. The Company
continues to grow its market share and is
currently third in the United States with
an 18% market share. The Company also
continues to expand its portfolio of applications. On July 12, the Company announced
the release of its ORTHOsoft Unicondylar
Knee 1.0 navigation software, an application that provides final alignment outcome
prediction in real-time right before the cuts
are performed on the patient. With more

than 75,000 unicondylar knee replacements
performed a year in the United States and
Europe, this presents more growth opportunities for the Company. The Company will
be releasing its Q2 financial results on Tuesday, August 28, 2007. We expect revenue of
$4.5 million and a net loss of $0.8 million,
or $0.02 per basic share for the quarter. For
FY07, we expect revenue of $18.0 million
($34.5 million in FY08) and a net loss of $2.3
million, or $0.04 per basic share in FY07 and
net income of $1.8 million ($0.04 per share)
in FY08. The Company is currently trading
at 0.9× our FY08 revenue estimate. With
its peer group of medical and surgical software companies currently trading at about
3.3× FY08 revenue estimates, ORTHOsoft
represents good value at the current price
level. We reiterate our SPECULATIVE BUY
rating and $2.00 price target.
Last Price

$0.60

52-Week High-Low

$0.84-$0.34

Shares O/S:
Basic

51.1 million

Fully diluted

58.0 million

Market Cap.

$30.7 million

Recommendation

SPECULATIVE BUY

12-Month Target Price

$2.00

The Company had weak revenue results in
Q2 in its government sales division. We
expect government sales to rebound in Q3,
typically the strongest government division quarter as government agencies spend
the remainder of their budgets before the
end of their fiscal year in September. The
Company had US$5.8 million in bookings
at the end of Q2, the second highest level
of bookings in the history of the Company.
Yesterday, August 20, after market close, the
Company announced the receipt of a US$1.1
million purchase order from a U.S. governmental agency, whereby QuStream will
provide the agency with routing switchers
using its Cheetah series of HD routers and
the Cheetah DVI Extender modules. For
FY07, we expect revenue of $26.0 million
($29.6 million in FY08) and net earnings
of $1.3 million, or $0.05 per basic share in
FY07 and net income of $2.6 million ($0.11
per basic share) in FY08. The Company is
currently trading at 1.0× our FY08 revenue
estimate and 11.8× our FY08 earnings estimate, with an expected EPS growth of 135%
for FY08. Its peer group is trading at about
2.4× FY08 revenue estimates and 18.3×
FY08 earnings estimates. We reiterate our
BUY rating and $2.45 price target. n
Last Price

$1.30

QuStream Corporation
(QVC:TSX-V; Price: $1.30)

52-Week High-Low

$2.23-$1.05

Basic

23.6 million

QuStream Corporation is a global provider
of integrated solutions to the creators and
distributors of professional video content
including the high-definition television and
professional audio/video market segments.

Fully diluted

28.0 million

Market Cap.

$30.7 million

Recommendation

BUY

12-Month Target Price

$2.45

(Buy | Target Price: $2.45)

Shares O/S:

Becoming a Key Player in the Mining Services Industry
Gemcom Software
International (GCM:TSX;
Price: $1.66)
(Buy | Target Price: $2.40)

Company Description*

The increase was a result of the acquisition of Surpac Minex, contributing 60% of
the increase in revenue with the balance
a result of organic growth. The Company
reported year-over-year improvements in
all revenue categories. The gross margin
on revenue for Q108 was 79.7%, down 266
basis points from the same quarter last year
as a result of the revenue mix. Net income
for the three month period was $1.4 million
($0.03 per fully diluted share) compared to
$0.25 million ($0.01 per share fully diluted)
for Q107.

Established in 1985, Gemcom has a global
reach delivering comprehensive solutions in
all major mining centres in more than 90
countries. Every major mining company,
including BHP Billiton, Codelco, CVRD,
De Beers and Newmont, is a Gemcom client.
Through a combination of organic growth Strong Software Adoption
and strategic acquisitions, the Company The acquisition of Surpac Minex was a real
has become the largest global supplier of company maker for GCM, providing two
specialised mining productivity solutions. additional software packages. For Q108 Surpac licensing was $3.8 million and Minex
An excerpt from a recent research report
licensing was $0.5 million which together
from by Brian D. Pow and Amish Patel of
made up 61% of total corporate software
Acumen Capital Partners.
licensing of $7.0 million. The Company
had three major software releases during
Q1 2008 Result Summary
the quarter which typically prime future
Gemcom (GCM) recently released Q108 licensing and services revenue.
results. Total revenue increased 193.1% year
over-year to $12.7 million compared with Improving Cost Structure
$4.3 million in the same quarter last year. Cash operating expenses in the quarter

(sales, marketing, and administration)
were 38.8% of sales compared to 46.9%
of sales in Q107. Research and development expenses (R&D) increased 161.4%
year over-year to $2.5 million in the quarter, representing 19.5% of revenues. R&D
was $0.9 million or 21.9% of sales in Q107.
R&D expenditures are in line with a
software company of this maturity and
help maintain a competitive market
positioning.

Discussion

GCM has all the attributes of a quality software company, owning a strong portfolio
of products that can drive above average
operating performance. Opportunities for
growth come from sell-through licensing
opportunities and the ensuing professional services as well as recurring revenue
from support and maintenance. The later
components of revenue tend to be sticky,
providing management solid visibility to
build out its business model. As the quarter
showed, professional services are also a key
component of the business and management continues to adapt its business to take
advantage of the need for a knowledgeable

service organization. GCM announced its
intention last year to accelerate its service
offering to enhance the value to customers,
many who struggle to effectively hire and
retain personnel to manage their in-house
information technology needs. As of the
end of fiscal 2007 (March) GCM employed
255 people globally with 100 people focused
on product development. The Company
expects to exit F08 with 300 staff. Over time
we expect the components of the business
to come together and demonstrate higher
operating leverage.

Conclusion and Recommendation

GCM management has aptly leveraged a
robust target market and strong balance
sheet to become a key software provider to
the mining industry. Looking ahead, solid
industry and demographic trends are in
shareholders favour, providing sustainability in demand that will support our
expected growth trajectory of sales and
earnings. In confidence of our perspective of Gemcom’s prospects, we maintain
our Buy recommendation with a twelvemonth target of $2.40. n
*Source: Company News Release

The research reports included in the Canadian Investment Journal are intended for informational use only and should not be construed as solicitations to buy or sell securities. Any investment decisions should only be made after consulting a registered financial advisor. Forward looking
statements are subject to risks and uncertainties, and actual results can differ substantially from the opinions expressed in these reports. The analysts and brokerage firms quoted in these reports may have a current or prior financial relationship, or seek to do business with the companies
covered in these reports. As such, a conflict of interest may exist. Such financial relationships may include but are not necessarily limited to acting as a financial advisor, underwriter, or agent, or holding a position of securities and making purchases or sales in the open market or otherwise.
Neither the Canadian Investment Journal, the firms or analysts quoted within this publication, nor any related affiliates accept liability for any losses, financial or otherwise, resulting from the use of this information.
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Growth Stock Trades at Attractive Multiples
Rifco Inc.
(RFC:TSX-V; Price: $0.42)
(Spec Buy | Target Price: N/A)

An excerpt from a recent research report by
KeyStone Financial Publishing Corp.
Selected Quarterly Data
Income Statement

Q4 2007

Q4 2006

Revenues

$1,774,120

$1,277,870

Net Earnings

$156,294

$43,937

try. The company provides point of sale
financing to non-prime motorists through
its channel of licensed repair facilities and
select new and used vehicle dealerships.
Rifco currently offers its services through
911 point of sale locations. These locations
include Kaltire, Carstar, Mister Transmission, and OK Tire. The company also offers
heavy-duty repair financing through Toromont Cat Heavy Duty Repair facilities.

Financial Highlights & Key Areas of
Growth

Rifco Inc. has three main loan programs.
EPS
$0.01
$0.01
The automotive repair loan program focuses
Fully Diluted EPS
$0.01
$0.01
on the $11 billion dollar industry of light car
FCF
($494,497)
($877,390)
and truck consumer repairs. These loans
are typical smaller, with an average $1,500
FCF/Share
($0.03)
($0.05)
value. The loans carry a 24-month term and
Balance Sheet
Q4 2007
Q4 2006
have a 27.8% APR. Their commercial repair
Current Assets
$541,963
$595,201
program is offered to the over 42 thousand
Total Assets
$13,258,393
$8,930,437
independent-and small-truckers. These
Current Liabilities
$4,593,442
$4,996,980
loans typically have a higher value than the
automotive repair program with the averLong-Term Debt
$2,310,115
age loan being $15,000. Rifco’s longer term
Total Liabilities
$6,909,699
$5,015,459
loans originate from their auto purchase
Shareholders' Equity
$6,348,694
$3,914,978
loan program. These loans typically have
48-60 month terms and a balance of $10,000
Company Description
to $25,000. In order to continue its success,
Rifco Inc. is an Alberta-based specialty con- the company must focus on loan origination
sumer finance company that focuses on and credit loss management. Through its
the automotive repair and purchase indus- loss management, the company has been

able to reduce its provision for loss due to
improvements in its credit underwriting and
collection processes. The company’s annual
default rate has improved to 6.6%, from 8.1%
in the prior year. Rifco maintains strict controls of bad loans through the application of
its write-off policy. The company has been
able to string together five consecutive quarters of net income, along with significant
increases in revenue while keeping its costs
down. Rifco has also been able to improve its
financial position through an equity offering and the refinancing of some of its debt
at more favorable terms. Through its growth
in loan origination, the company was able
to increase its loan securitization, which
will aid Rifco’s loan growth going forward.
The recently released 2007 annual results
showed an increase in revenue of 68%,
bringing annual reverence to $6.51 million
versus 2006 revenue of $3.88 million. The
company was able to turn around from the
net loss of $244,585 experienced in 2006 to
have a profit of $679,948 in 2007. On a per
share basis, net income/(loss) was $0.04 and
($0.02) for 2007 and 2006, respectively.

Conclusion

We were very impressed with the company’s
results over the last year. Rifco was able to
improve its operations in virtually all areas
and has a bright outlook for future growth.

Trading at just over book value and at 10.5X
trailing earnings makes Rifco an attractive opportunity to gain exposure to a fast
growing company without paying a huge
premium. We do caution, however, that
the stock is fairly thinly traded and advise
investors to not chase the stock, but rather
gather a position around the current levels.
This lack of liquidity leads us to initiate coverage on Rifco Inc. with a Spec Buy. n
Value
EPS (TTM)

$0.04

P/E (TTM)

10.5

PEG Ratio (TTM)

0.035

P/S (TTM)

1.24

P/FCF (TTM)

N/A

EV/EBITDA (TTM)

N/A

BV/Share

0.33

Growth
Revenues

68%

FCF

51%

EPS

300%

Risk/Liquidity
D/E

0.39

Current Ratio

0.12

SGR

0.11

2Q07 Results in Line, With Focus Remaining on the Long Term
Kangaroo Media Inc.
(KTV:TSX; Price: $2.75)
(Buy | Target Price: $6.00)

An excerpt from a recent research report by
Benoit Poirier and Avi Hasen of Desjardins
Securities.

Company description

Kangaroo designs, manufactures, licenses
and markets a new media device and technology: Kangaroo.TV. The technology aims to
enhance interactive spectator experience at
sporting events through real-time audio, video
and data feeds. Based in Mirabel, Québec, the
company currently employs 40 people.

Investment Perspective

Kangaroo reported 2Q07 results on Tuesday August 14th, with a conference call
yesterday. Revenues were C$1.5m and EPS
was -C$0.15 vs. our estimates of C$1.3m
and -C$0.12, respectively. While our overall outlook and focus on the long term is
unchanged, we have adjusted our 2007 estimates to reflect the inconsistent NASCAR
order pattern. The main catalysts going
forward include the expansion of current
sports properties as well as the addition of
new ones. We are maintaining our target
price of C$6 and Buy–Speculative rating.

Discussion

Revenues and earnings will continue to be

lumpy, but this quarter’s results are reflective of what we can expect over the next two
quarters. Having said that, we continue to
believe the story depends more on ramping
up operations with existing sports properties and signing agreements with new ones.
Management mentioned on the conference
call that discussions are ongoing with various motorsports in the US and Europe, as
well as multi-venue properties such as golf
and the Olympics.
At quarter-end, the company’s liquidity
position stood at C$13.4m (the company
subsequently raised an additional C$18.6m
in a public share offering). We had also been
expecting the company to end the quarter
at C$13.4m. The C$12.2m in cash generated
during the quarter reflects payments from
Sprint Nextel for devices sold in 1Q07 and
is not a sustainable figure. Given the C$32m
liquidity position and C$1m monthly burn
rate, the company is financially secure.
A focus on the conference call was the
recent addition of two new teams to the NFL
agreement (Houston Texans and Seattle
Seahawks) in addition to the Miami Dolphins and Washington Redskins. The company would have been able to sign more
teams, but as stated before, it intends to
finalize the business model before a full rollout. In terms of capacity, Kangaroo doubled
the number of teams from last year and
intends to double it again for next year.
We still do not have any indication as
to how well Sprint Nextel retail sales of the

device are progressing. Management said
that a large follow-on order before yearend is highly unlikely. The focus going forward will be to get the device into Sprint
Nextel retail locations around the country;
although management believes this will be
a challenge to accomplish by year-end. The
company is also aiming to have the device
not only in proprietary Sprint Nextel stores,
but also in the stores of its large electronics
retail partner (likely Radio Shack).
2Q07 was the first quarter with a full
F1 schedule, and it turned out to be a
success. The number of units at each race
began the season at a few hundred and
peaked for the Montréal Grand Prix at
~2,000. The company hopes to continue
increasing the number at each race through
the remainder of the season. The current
available F1 rental fleet stands at around
2,500 devices. While the devices are not
fully rented out each race, the breakeven
level is also 2,500 devices, and management
aims to rent the entire fleet at races by the
end of the year and operate at breakeven.
The number of devices represents a penetration rate of ~2.5% (average attendance
of 100,000 fans); using this rate, we derive
annual rental revenues of US$4.2m. We
do, however, believe the rate is relatively low
compared with NASCAR (30% penetration rate). The device is gaining traction
as F1 teams are currently renting generic
F1-branded devices, with management
expecting further agreements announced

throughout the year, similar to the recently
announced McLaren Mercedes deal.
A main driver for the company is signing
new sports properties. There are three main
types: motorsports, stadium and multi-venue
(eg Olympics, golf). Management indicated
it is pursuing other sports opportunities in
motorsports (in the US and Europe) and
multi-venue properties (golf and Olympics).
We believe the next likely motorsports property would be the NHRA (drag racing), as
the company has held discussions with the
NHRA in the past and the device is well
suited to the sport. Champ Car is another
option, as the company has already operated
at several races, but the market potential is
lower. In previous presentations, management estimated the market potential of the
NHRA at US$30m/year (including rental,
sale and activation), which is similar to the
F1 market (please refer to our February 7,
2006 research report for details). In terms of
non-motorsports, we believe the company is
a little late for the 2008 Beijing Olympics.
Other possibilities include baseball and
soccer—two large markets that could take
more time to sign.

Recommendation

We are maintaining our target price of C$6
and Buy–Speculative rating. Our target price
is based on an average of: (1) a10x EV/EBITDA
multiple on our 2009 EBITDA estimate of
C$14.4m (C$16.5m previously), and (2) a DCF
value of C$6.82 (C$6.37 previously). n

The research reports included in the Canadian Investment Journal are intended for informational use only and should not be construed as solicitations to buy or sell securities. Any investment decisions should only be made after consulting a registered financial advisor. Forward looking
statements are subject to risks and uncertainties, and actual results can differ substantially from the opinions expressed in these reports. The analysts and brokerage firms quoted in these reports may have a current or prior financial relationship, or seek to do business with the companies
covered in these reports. As such, a conflict of interest may exist. Such financial relationships may include but are not necessarily limited to acting as a financial advisor, underwriter, or agent, or holding a position of securities and making purchases or sales in the open market or otherwise.
Neither the Canadian Investment Journal, the firms or analysts quoted within this publication, nor any related affiliates accept liability for any losses, financial or otherwise, resulting from the use of this information.
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Income Trusts

A Model REIT Universe
A collection of recent research reports by
Canaccord Adams.

Another Solid Quarter
Northern Property REIT (NPR.UN:TSX;
Price: $22.44)
(Buy | Target Price: $29.00)

Northern Property REIT (NP REIT)
reported Q2/07 FFO/unit of $0.47, a solid
11% improvement versus Q2/06 and slightly
ahead of our $0.46 estimate and consensus
of $0.45.
Operating stats. Year-to-date, NP REIT’s
same-property NOI improved by 4.1% versus 2006, driven by a 4.8% growth in samedoor revenue. Year-to-date multi-residential
vacancies showed improvement, declining
by 40 bps versus 2006 to 3.8%. Improvement
in the Alberta, Nunavut and Newfoundland
portfolios was offset by weaker results in
the BC and NWT portfolios.
Active on the acquisitions/development
front. The REIT completed $31 million of
acquisitions during the second quarter. Post
Q2, the REIT has acquired, or agreed to
acquire, an additional $114 million of assets.
In addition, the REIT has a current development pipeline of approximately $40 million.
Following its recent $105 million equity
financing, NP REIT’s pro forma leverage
ratio is approximately 52%, giving it more
than enough flexibility to execute upon its
acquisition and development program.
Maintaining BUY rating and C$29.00
target price. As the solid Q2 results demonstrate, NP REIT continues to execute on
all parts of its strategy. With its low leverage
and low payout ratio, we believe the REIT
has the ability to continue to do so. We are
bullish on NP REIT’s growth potential, the
continued strong demand of the geographic
markets within which it operates, the REIT’s
forthcoming acquisitions/developments, as
well as management’s experience within
Northern Canada. Our C$29.00 target is
derived through the application of a 16.5
multiple to our 2008E AFFO/unit of $1.76.
With a total implied return of 36%, we are
maintaining our BUY rating.

Solid Q2 Results
CAP REIT (CAR.UN: TSX; Price: $17.77)
(Buy | Target Price: $24.00)

CAP REIT reported Q2/07 diluted FFO per
unit of $0.33, a 6% improvement versus the
$0.32 reported in Q2/06, and in line with
our estimate for the quarter.
Strong same-property operating stats.
Q2/07 same-property revenues improved
by 3.2%, far outpacing the operating cost
increase of 1.1%. This led to a 4.9% increase
in same-property NOI. Overall occupancies
remained healthy at 96.6% (down 50 basis
points from 97.1% in Q2/06), while average
portfolio rents inched upward to $890 (up
0.9% versus the $882 reported in Q2/06).
Expect acquisitions to exceed top end
of guidance. Year-to-date, CAP REIT has
acquired 1,840 units including Q3’s $75
million acquisition of two land-lease com-

munities. Management has a very active
acquisition pipeline and reports that, in
the current environment, vendor expectations are beginning to soften, suggesting
that the REIT will exceed the top end of its
1,500-2,000 annual acquisition target. With
a gross book value of 63.2%, we believe that
CAP REIT has plenty of acquisition capacity to meet its acquisition targets
Maintaining BUY and C$24.00 target
price. Q2 was a good quarter for CAP REIT.
Going forward, we believe that the REIT is
well positioned to benefit from improving
fundamentals in most of its major markets.
We are maintaining our C$24.00 target
price, which is derived through 22x our
2008E AFFO of $1.09. With an implied total
return of +41.1%, we maintain our BUY
rating.

Good Q2; Story Remains on Track
InterRent REIT (IIP.UN: TSX; Price:
$4.35)
(Buy | Target Price: $5.75)

InterRent REIT reported Q2/07 FFO/unit
of $0.08. There were no comparable results
as this is the first full year of operations
for the REIT. Results were $0.04/unit shy
of our expectations due to a combination
of later-than-anticipated closings on some
assets and lower-than-expected operating
margins.
Solid operating stats. Q2/07 vacancy
came in at 3.8%, a 200 basis point improvement over the 5.8% posted in Q1/07. Average
monthly rents decreased modestly to $739/
unit from $745 in Q1/07. The REIT’s most
improved market was Western Ontario
where vacancies decreased by 460 basis
points to 4.9% following internalization of
the property management function. The
strongest market remains Ottawa where
the REIT’s portfolio sports a vacancy rate
of 0.8%.
Growth by acquisition story continues. InterRent continues to be active on
the acquisition front. During the second
quarter, the REIT added six multi-residential apartment buildings, comprised
of 607 suites, to its portfolio, for $42.9
million ($71,000/suite). Post Q2/07, InterRent acquired or entered into agreements
to acquire 17 properties, representing
768 units, for approximately $44 million
($57,000/suite). On its current balance sheet,
we believe the REIT has capacity to acquire
an additional $20 million in assets.
Reducing target from C$6.25 to C$5.75;
maintaining BUY. Our C$5.75 target is
based upon 16x (unchanged) our 2008
AFFO estimate of $0.36 and is supported
by our pre tax NAV estimate of $5.60/unit.
With a total implied return of 41%, we are
maintaining our BUY rating.

Artis REIT reported Q2/07 diluted FFO per
unit of $0.34, up 21% compared to $0.28 in
Q1/07, and up 31% versus $0.26 in Q2/06.
The results were directly in line with the
$0.34 consensus estimate, but $0.02 below
our $0.36 estimate. The $0.02 variance to
our forecast was due to Artis REIT carrying
lower financial leverage than our forecast
(50% debt/GBV versus our prior estimate
of 58%) and a slight time lag between its
recent equity issuance and the deployment
of capital into its recent property acquisitions. With $156 million of property acquisitions closing between June 19 and July
5, we expect Artis REIT to report another
material jump in FFO/unit in Q3/07.
Strong portfolio stats. Same-property
NOI increased +6.2% over Q2/06 (+5.3%
year-to-date) on the back of strong leasing
activity and rent uplifts achieved on lease
rollovers, particularly in Alberta. Samestore occupancy increased 170 bps to 95.6%
in Q2/07 from 93.9% in Q2/06. Overall
portfolio occupancy increased to 97.2% in
Q2/07, up 90 bps from 96.3% in Q1/07, and
up 230 bps versus 94.9% in Q2/06
+20% rent uplift on leasing activity in
Q2/07; in-place rents remain 26% below
current market. Leasing activity in Q2/07
was brisk and generated a +20% rental rate
uplift over the previous rent paid. We continue to anticipate above-average organic
growth over the next several years as Artis
REIT’s in-place rents are still 26% below
current market rents. On a mark-to-market basis, this equates to $1 7.8 million of
annualized NOI, or $0.59 per diluted trust
unit, or 57% higher than our 2007 AFFO
estimate of $1.03.
Maintaining BUY and C$19.75 target.
Artis REIT’s focus on Western Canada and
organic growth profile continues to provide
attractive embedded cash flow upside. We
maintain our BUY rating and C$19.75 target price.

Q2 in Line; Accretive
Redevelopments Bearing Fruit
Primaris Retail REIT (PMZ.UN: TSX;
Price: $18.05)
(Buy | Target Price: $22.50)

Primaris REIT reported Q2/07 diluted
FFO per unit of $0.34 compared to $0.33 in
Q2/06 and in line with our $0.34 estimate.
Strong portfolio stats. Same-store NOI
growth came in at a robust +4.0% in Q2/07
versus Q2/06. In addition, the trust generated a very strong +13% net rental rate uplift
(cash basis) on leasing activity during the
quarter. Overall portfolio occupancy came
in at 96.6% at the end of Q2/07, down 50 bps
from Q1/07 and 20 bps from Q2/06. However, the sequential drop is the result of the
early termination of an anchor tenant lease
at Place du Royaume to facilitate a planned
Strong Leasing Activity Validates
redevelopment project.
Organic Growth Profile
Substantial accretion from redevelopment initiatives becomes evident. Q2/07
Artis REIT (AX.UN: TSX; Price $16.85) results included an estimated $1.03 million
of incremental NOI from the redevelop(Buy | Target Price: $19.75)
ments at Stone Road Mall, Orchard Park,
Sharp sequential uptick in FFO per unit. and Dufferin Mall. Taking into account

that Primaris has invested $46.91 million
in these three projects (total budget is $64
million), the unlevered annualized yield on
these projects equates an attractive 8.8%.
In our view, the incremental NOI provides
clear evidence of the cash flow accretion
and value creation from redevelopment.
Acquisition activity has been brisk. In
Q2/07, the trust acquired three incomeproducing retail properties for $218 million.
Subsequent to Q2/07, Primaris acquired
two retail properties for $66 million and
announced the plan to acquire another
two enclosed malls for $137 million. Following its recent financing activities, the
balance sheet remains in strong shape with
pro forma debt/GBV at 48% in Q3/07 (54%
including convertibles) and comfortably
more than $350 million of acquisition
capacity without the need for new equity.
Maintaining BUY and raising target by
C$0.50 to C$22.50. The trust is attractively
valued at a 16% discount to our $21.35 pretax NAV estimate (using a 6.75% portfolio
cap rate). We maintain our BUY rating and
are raising our target price from C$22.00 to
C$22.50 based on a 5% premium to NAV.

Organic Growth Once Again Drives
Strong Outperformance
CREIT (REF.UN: TSX; Price: $29.70)
(Buy | Target Price: $36.75)

CREIT reported Q2/07 diluted FFO of
$0.53, compared to $0.49 in Q2/06, and
$0.02 above our $0.51 estimate. One cent
of the positive variance to our forecast is
due to a non-cash f/x gain, and $0.01 is due
to better-than-expected property operations.
Property portfolio hitting its stride
with impressive +6% same-store cash NOI
growth. CREIT reported very robust samestore cash NOI growth of +6% in Q2/07 versus Q2/06. While all segments contributed
to the growth, the standout remains the
office portfolio, which is outperforming at
this point in the cycle with 9% same-store
cash NOI growth during Q2/07 (aided by
strong results in the Alberta assets). Overall
occupancy increased sequentially by 20 bps
to 97.3% and by 50 bps over Q2/06.
Maintaining BUY and raising target to
C$36.75 from C$34.75. CREIT’s property
portfolio is best described as “institutional
quality” and its focus on sustainable longterm growth is evidenced by its historical
track record, low payout ratio, and conservative leverage. Overall, we favour CREIT’s
low financial leverage (38% debt to enterprise value), ultra-conservative payout ratio
(73% and 72% on 2007E and 2008E AFFO,
respectively), strong internal growth profile, capital recycling initiatives, and robust
mezzanine loan program. We maintain our
BUY rating and are raising our target price
to C$36.75 from C$34.75, which represents
a 10% premium to our C$33.55 pre-tax NAV
estimate (using a 6.0% portfolio capitalization rate), and 19.75 times our 2008 AFFO
estimate of $1.86. At an 11% discount to our
NAV estimate, we believe CREIT is attractively valued at current levels. n

The research reports included in the Canadian Investment Journal are intended for informational use only and should not be construed as solicitations to buy or sell securities. Any investment decisions should only be made after consulting a registered financial advisor. Forward looking
statements are subject to risks and uncertainties, and actual results can differ substantially from the opinions expressed in these reports. The analysts and brokerage firms quoted in these reports may have a current or prior financial relationship, or seek to do business with the companies
covered in these reports. As such, a conflict of interest may exist. Such financial relationships may include but are not necessarily limited to acting as a financial advisor, underwriter, or agent, or holding a position of securities and making purchases or sales in the open market or otherwise.
Neither the Canadian Investment Journal, the firms or analysts quoted within this publication, nor any related affiliates accept liability for any losses, financial or otherwise, resulting from the use of this information.
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WHO HAS THE MOST UNDERVALUED
DEPOSIT ON THIS PLANET?
WE THINK WE HAVE 2 CONTENDERS!
CONTENDER #1 CUMO, IDAHO

Target +1.5 billion tonnes open pit moly, copper, silver, rhenium & gallium.
• 2006 drill intersections
Hole #27 1729 feet of 1.22% Copper Equiv.
Hole #28 1640 feet of 1.35% Copper Equiv.
• $10 million spent to drill 28 holes to date.
• Drilling program presently underway with two drills
• Amax historic resource estimate

CONTENDER #2 PINETREE, NEVADA

Target +1 billion tonnes open pit moly, copper, silver, rhenium and gallium.
• 2006 drill intersections
Hole #7 1044 feet of 0.81% Copper Equiv.
Hole #10 768 feet of 0.92% Copper Equiv.
• Recent discovery in major Nevada mineral belt
• Drilling program presently underway
These are just two of Mosquito’s extensive portfolio of easily accessed properties being developed in low political risk environments.
Mosquito’s philosophy of developing mines that have the potential of
being amongst the world’s lowest cost producers is reaching fruition.
Mosquito is fully funded with over $10 million
in cash and only 32.4M shares outstanding

NOw Is THE TIME TO jOIN
THE ExCITINg AND DEVElOPINg sTORy Of :

Mosquito Consolidated gold Mines ltd. (MsQ:Tsx-V)

www.MOsQUITOgOlD.COM
OR CAll:1-800-667-0873 or 604-689-7902
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Doug Casey

THE EXHIBIT HALL

Dr. Michael
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John Kaiser

David Coffin

Eric Coffin

Lawrence
Roulston

Peter Grandich

Greg McCoach
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Jim Letourneau
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• Tips and trends from 40 to 50 leading
resource analysts, newsletter editors!
• Learn about developing exploration
projects in Canada and worldwide.
• Get facts about resource area plays.
• Learn about supply and demand
factors governing key metals markets.
• Hear newsletter editors’ stock picks.
Above: 20 of our Featured Speakers!

Mon.

• Visit over 200 of the resource
sector’s most dynamic companies!
• Meet the principals leading
worldwide exploration programs.
• Get updates on projects now
underway or nearing production.
• Discuss investment options.

Pre-Register FREE and attend
the Conference at NO CHARGE!
(or $25 at the door)

www.cambridgehouse.ca
Or fax your Registration to:

604.687.4726
(Website also includes each Speaker’s schedule)

Conference Schedule
Vancouver, B.C.

Show Hours:
Sun.

Metro Toronto Convention Centre

Speakers:
Exhibits:

7:30 a.m. – 6:30 p.m.
10:00 a.m. – 6:00 p.m.

Speakers:
Exhibits:

8:00 a.m. – 6:00 p.m.
9:00 a.m. – 5:00 p.m.

Jan. 20 – 21, 2008

Vancouver Convention & Exhibition Centre

Phoenix, AZ.

Feb. 9 – 10, 2008

Calgary, AB.

April 12 – 13, 2008

Renaissance Phoenix-Glendale Hotel
Telus Convention Centre
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