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URANIUM - THE RED-HEADED STEPCHILD WHO’S BEEN 
EATING HIS GREENS AND QUIETLY PUMPING IRON 

Could we finally be witnessing a long-term bo5om being formed in uranium stocks?  

A;er a 5-year long bear market, which has taken the average uranium producer down some 
90%, the risks are now substanDally to the upside. 

The trade? Buy the Uranium sector ETF (URA) as stock. But more on that later. Let’s dig in. 

Note the trading range that URA has been locked in for the last 12 months.  

If you were shorDng uranium stocks now you would have to be asking yourself this: If 
uranium stocks haven’t made a new low over the last 12 months despite the price of 
uranium falling, then what is going to push them lower over the coming months? 



The uranium market was really hit by the perfect storm. In 2011 the commodity “super 
cycle” topped out, and over the next 5 years base metals and energy commodiDes were 
simply crushed.  

The collapse in uranium was helped along by the random Fukushima event which put the 
fear of the almighty up many government energy agencies and shi;ed public opinion with 
the result that many nuclear power plants were taken off-line. We all know that. The real 
issue is: has the market overreacted to the Fukushima thing?  

This is difficult to quanDfy objecDvely, however for any of us who are no longer 21 (sadly, 
even though we think we are) we know from experience and a careful review of history that 
whenever there is a crisis humans overreact. Not someDmes, not even o;en, but every 
Nme!  

In the same way we’re short bonds, we expect that to morph into a full-blown crisis. We 
also expect the market to overreact. Leading to opportuniDes to go and buy bonds at 
unbelievable yields. But we’re on the other side of that right now. 

The uranium market presents us with a similar opportunity in so far as the crisis caused an 
overreacDon. 

Certainly from a behavioral finance perspecDve we believe now is definitely the sweet spot 
in terms of looking for bargains in the uranium sector. 

Overlayed below is the spot price of uranium (U308) with the uranium stock ETF URA. Here 
are a few interesDng observaDons. It seems that stock prices lead the commodity price, 
although the correlaDon isn’t 100% perfect. This is consistent in many commodity markets 
and uranium isn’t unique in this respect. 
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The other observaDon is that uranium spot has fallen by some 50% over the last 12 months 
but uranium stock prices are unchanged. That is one hell of a divergence!  

This is typical of behavior that occurs at the bo5om of a market. But nothing is guaranteed 
in this game and I’ve menDoned this before. It takes looking at mulDple pieces of the puzzle 
to develop a decent thesis.  

That said, this is significant in our eyes. In fact, it is what grabbed our interest. We knew the 
sector was beaten up and we knew that most producers are producing at losses, which 
naturally cannot go on forever but a5empDng to Dme a bo5om is always tough. This is one 
very strong indicator that we’ve bo5omed. 

If you look at the behavior of uranium stocks, you’d be forgiven for thinking that uranium as 
an energy source is dead. However, reality is very different. Uranium is behind 11% of the 
world’s electricity producDon. This looks likely to increase if you look at the nuclear power 
plants about to come on stream in the next 5 years. 
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If you’re interested you can research at the World Nuclear Council website here. 

In order to short cut lengthy reading on your behalf I’ll provide you instead with the 
takeaway. 

There are over over 60 reactors in 15 different countries currently under construcDon and 
with more planned. Supply will not be able to keep up with demand. It’s that simple. 

All insecuriDes surrounding nuclear power aside, if you want to lower CO2 emissions, the 
only real way of increasing electricity capacity in the majority of countries is via nuclear 
energy.  

In any event, this Insider issue isn’t designed to engage in a lengthy debate of the pros and 
cons of nuclear energy because (a) the market doesn’t give a hoot about what you or I may 
think of the use of uranium, and (b) that debate won’t help us make money from an 
invesDng perspecDve and that is of course why we’re here. 

To make really (big) money one needs to invest in situaDons where the market is grossly 
underesDmaDng the long-term prospects of a sector/stock. It stands to reason that the best 
Dme to buy is at the point of maximum pessimism because that is when it is highly likely 
that the crowd will be overreacDng to a market’s long-term prospects. 

Ways to Trade Uranium  

Once again we will present a few different ways to trade uranium, how appropriate these 
are depends on your risk profile. However, for the purposes of this report our trade will be 
the following: 

Buying stock on the ETF “URA” at 13.67. 

Capital at risk: Given how out of favor this trade is and that fact that it is an ETF (you’re 
buying a sector and sectors don’t go bankrupt), we feel up to a 5% weighNng in this stock 
would be appropriate. If we were begng on an individual stock, the risks are in order of 
magnitude higher and as such your posiDon sizing should be adjusted accordingly.  

We think that the best entry-level trade on uranium is via buying stock on the ETF URA. 
We’re not here trying to get in at the absolute bo5om in uranium as that’s a fool's game, but 
5-years from now we’re confident uranium stocks as a sector will be materially higher. With 
the ETF we don’t have to worry about which stocks survive or which stocks will outperform. 
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The biggest issue will be in having the paDence to hold on if there is another couple of years 
of downside or sideways movement in URA. 

Here are the components to URA: 

How much upside could one “reasonably” expect in URA? We don’t want to be drawn into 
price objecDves or where the “fair value” of URA is. However, look at the chart below: a 
100% return will be at about 26 which is a mere blip and where it was at the start of last 
year only!  

Even a 200% return only takes you back to 40 where it was in 2013. At a minimum, I would 
be posiDoning for a 200% return before considering pulling the plug on the trade. 

That is unbelievable value given we’re buying a sector, not picking a stock, which is as I 
menDoned above, vastly more risky. 
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What About OpNons?  

The only real opDon play is on the stock Cameco (CCJ) where we can get January 2019 
opDons. However, these aren’t cheap.  

We feel that even going out 2 years might not be enough Dme to capture a significant move 
to the upside. In fact, the uranium sector may conDnue to trade sideways for the next 
couple of years.  

High Octane Returns   

For those of you who are more risk tolerant, there are a number of small cap uranium stocks 
where returns are likely to be dramaDcally higher than those achieved by invesDng in URA.  

Of course, the problem with buying individual stocks is one runs the risk that these stocks 
point their feet at the sky before the sector turns.  

Many are running at losses, and though many have already gone bankrupt, there’s no 
guarantee at all that the bloodlegng won’t take down a few more before the survivors 
come out with massive market share and margin expansion that would make Gordon Gekko 
laugh with glee. 

As far as individual names go we like the stock Deep Yellow (trading in Australia) with 
mining operaDons in Namibia and Australia. We note that Spro5 Asset Management took a 
reasonably significant stake in this business a few months ago.  
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Another angle to take from an invesDng perspecDve is downstream operaDons. US listed 
stock Centrus Energy, whose core business is enriching uranium to produce fuel rods that 
go into nuclear power plants. 

Yes, you need to get your microscope out when looking at this stock. 

However, if you look at it on a 2-year Dme interval, you will note that it appears to be in the 
process of hammering out a long-term bo5om. 

Here is the short-term chart so that you can’t blame me for strained eyes.  

You can see how much leverage is available in this. If you choose to take a posiDon here just 
be sure to posiDon size intelligently. Be prepared for it to die and not have it significantly 
affect your overall pornolio. 
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If you want to take the more verDcally integrated approach to invesDng in the uranium 
sector then take a look at French stock Areva: 

Areva’s stock price is down some 95% from its peak. We’re “guessing” that being long this 
stock isn’t a crowded trade. 

The three stocks we have listed above: Deep Yellow, Centrus Energy, and Areva give you a 
fair idea of how punished the uranium sector has been and the magnitude to which it is out 
of favor with investors.  

We strongly suspect that the sector is in the process of bo5oming and the crowd, in pricing 
most uranium stocks as if they are about to enter bankruptcy, is way under pricing the long-
term prospects for the uranium sector.  

SubstanDal upside is on offer for those who invest now and have the paDence to sit out the 
bo5oming process, which may well take a li5le longer than we expect  - as it o;en does. 

Sincerely, 

Chris MacIntosh 

Founder & Editor In Chief, Capitalist Exploits Independent Investment Research 
Founder & Managing Partner, Asymmetric OpportuniDes Fund 
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Unauthorized Disclosure Prohibited 

The informa=on provided in this publica=on is private, privileged, and confiden=al informa=on, licensed for your sole 
individual use as a subscriber. Capitalist Exploits reserves all rights to the content of this publica=on and related 
materials. Forwarding, copying, dissemina=ng, or distribu=ng this report in whole or in part, including substan=al 
quota=on of any por=on of the publica=on or any release of specific investment recommenda=ons, is strictly 
prohibited. 

Par=cipa=on in such ac=vity is grounds for immediate termina=on of all subscrip=ons of registered subscribers deemed 
to be involved at Capitalist Exploits. Capitalist Exploits reserves the right to monitor the use of this publica=on without 
disclosure by any electronic means it deems necessary and may change those means without no=ce at any =me. If you 
have received this publica=on and are not the intended subscriber, please contact admin@capitalistexploits.at. 

Disclaimers 

Capitalist Exploits website, World Out Of Whack, Insider, and any content published by Capitalist Exploits is obtained 
from sources believed to be reliable, but its accuracy cannot be guaranteed. The informa=on contained in such 
publica=ons is not intended to cons=tute individual investment advice and is not designed to meet your personal 
financial situa=on. The opinions expressed in such publica=ons are those of the publisher and are subject to change 
without no=ce. The informa=on in such publica=ons may become outdated and there is no obliga=on to update any 
such informa=on. You are advised to discuss with your financial advisers your investment op=ons and whether any 
investment is suitable for your specific needs prior to making any investments. 

Capitalist Exploits and other en==es in which it has an interest, employees, officers, family, and associates may from 
=me to =me have posi=ons in the securi=es or commodi=es covered in publica=ons or the website. Corporate policies 
are in effect that aRempt to avoid poten=al conflicts of interest and resolve conflicts of interest should they arise, in a 
=mely fashion. 

Capitalist Exploits reserves the right to cancel any subscrip=on at any =me, and if it does so it will promptly refund to 
the subscriber the amount of the subscrip=on payment previously received rela=ng to the remaining subscrip=on 
period. Cancella=on of a subscrip=on may result from any unauthorized use or reproduc=on or rebroadcast of any 
Capitalist Exploits paid publica=on/s, any infringement or misappropria=on of Capitalist Exploits proprietary rights, or 
any other reason determined in the sole discre=on of Capitalist Exploits. 

Affiliate No8ce 

Capitalist Exploits has affiliate agreements in place that may include fee sharing. If you have a website and would like 
to be considered for inclusion in the Capitalist Exploits affiliate program, please email admin@capitalistexploits.at. 
Likewise, from =me to =me Capitalist Exploits may engage in affiliate programs covered by other companies, though 
corporate policy firmly dictates that such agreements will have no influence on any product or service 
recommenda=ons, nor alter the pricing that would otherwise be available in absence of such an agreement. As always, 
it is important that you do your own due diligence before transac=ng any business with any firm, for any product or 
service. 
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