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MONGOLIA MINING CORPORATION: COMMENTS 

In the legal drama “A Few Good Men” Colonel Nathan Jessup (played by Jack Nicholson) is 
on the stand when he responds to the young upstart lawyer played by Tom Cruise, with an 
outbreak where he yells, “You want the truth? You can’t handle the truth”. He then proceeds to 
reveal the truth and in so doing seals his own fate. 

The movie aired in 1992, and this parKcular quote has since become a meme: 

I suspect it’s become a meme because it represents much more than that which was 
portrayed in the movie.  

We all live in a world of facades. Walk into a restaurant and everything looks lovely, the wait 
staff are smiling, clearly all happy people with perfect lives. The food looks and tastes great 
and the diners all enjoy the experience.  



For anyone that’s ever worked in a restaurant (I did as a teenager) you know that there is a 
helluva lot more going on behind the facade and not all of it is preSy. 
 
I’ve a number of friends who work in hospitals, an eye surgeon, a cardiologist, a nurse,… 
They tell me stories that scare the bejeezus out of me. And yet walk into any hospital and 
you’re unlikely to see anything to concern you. 

Peoples’ lives are the same way.  

Their Facebook status would have you believe they are always happy and successful, their 
kids are darlings and nothing ever goes wrong for them. It comes as a shock when you find 
they’re going through a messy divorce, the wife ran off with another woman, and the reason 
they’re “on vacaKon” is because they got fired aXer being caught shagging the boss’ wife. 

This is the nature of everything. Step into poliKcs and you’ll find that what goes on under 
the covers is enough to make you throw up, dig into what moves financial markets and the 
facade we’re presented with is no different.  

Individual companies aren’t therefore significantly different. What makes Mongolian Mining 
CorporaKon unique is that it’s both a company play, a commodity play (sort of), a country 
play, and most definitely a poliKcal play (can they get their shit together?). It therefore has 
all the ingredients of a movie that would make any outrageous Hollywood soap opera look 
posiKvely mundane.  

Insider is designed to bring to you opportuniKes of many varieKes and do so with 
unvarnished facades.  

This update on Mongolian Mining CorporaKon is the result of intel from mulKple trusted 
sources, none of whom will be menKoned for obvious reasons. It’s worth poinKng out that 
there are more people in a Bangladeshi neighbourhood than in all of Mongolia. 

This update is an unusual one as I was trying to determine how best to present to you the 
intel I’ve been gathering on Mongolian Mining CorporaKon. In the end, I’ve decided to 
provide it unvarnished and granular. 

What follows are thoughts and opinions which I share with you together with some 
comments. 

Capitalist Exploits Insider 13 May 2017

�2



Comments from sources followed by my comments: 

• The core asset of the open pit mine is excellent.  This source thinks it is worth up to 
$2 billion on its own under normal circumstances.  

Comment: We don’t disagree. 

• We also have to consider their wash plant, which is the only one of real scale in 
South Gobi. It is widely believed another will not be built as another water permit 
would be extremely hard/impossible to come by.  

Comment: True, and with MMC shareholders holding important GOM posiFons it’s unlikely 
MMC will see compeFFon. 

• Source points out that company management has a long track record of undue 
opKmism. Says that any guidance they provide should be heavily discounted because 
they consistently failed to meet producKon targets.  

Comment: Yes, Mongols have a strong opFmism bias, that is true. However, their targets 
for 2017 are modest and end users are very hungry for product. 

• Says CEO is a nice guy, but horrible at expense control. Cited an anecdote of the 
CEO and his entourage all traveling in first class on flights between HK and 
Ulaanbataar.  

Comment: Given they are more or less under creditor control post reorganisaFon, I 
seriously doubt excessive expenses will be an issue. This may have been the case in 
2011/2012, but priority at MMC is to rebuild working capital. They have no meaningful 
capex in 2017/2018, only sustaining. 

• Says the primary shareholder (OJ) isn't necessarily aligned with other MMC 
shareholders because he makes a fortune selling equipment and supplies to MMC on 
the side through his other holding, MCS.  

Comment: MMC have a diverse set of vendors but yes, Mongols are the kings of fully 
integrated enFFes, which aren’t all consolidated within same shareholding. 

• Pointed out that the Chinese and the Mongolians hate each other.  Not ideal if we 
are banking on a possible strategic agreement between the two parKes.  Also not 
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ideal to have your one and only customer despise you, especially if they have 
alternaKve sources of coking coal supply.  

Comment: The Chinese are extremely pragmaFc and are approaching Mongolia like they 
do every country. The noFon that strategic agreements/deals are impossible is absurd, 
since so many have taken place and will conFnue to take place. For instance, Petrochina 
owns all of Mongolia’s proven & probable oil reserves via fields in the NE. They also own a 
very large uranium asset. The Chinese have funded and/or built most of the new 
construcFon in Mongolia over last 5 years and are coming in increasing numbers, 
partnering with Mongolian oligarchs. Let’s not forget, ETT deal in 2015 was only killed at 
the very last minute with Shenhua & Sumitomo people in town for the signing ceremony, 
and that was under the prior government which was a nightmare.  

• Said biggest risk to coal prices is the uncertainty of Chinese demand.  Primary use of 
steel in China is in housing-related investment.  In recent years, China has been 
spending on housing investment at 3x the rate of household formaKon.  If housing 
investment mean reverts, coking coal prices have a long way to fall.  

Comment: Yes, and this is literally everyone’s view and has been for several years. What’s 
changed is China has reorganized its SOEs, especially in mining/minerals and have said 
they will conFnue to take domesFc coal producFon off the market through 2020. 
AddiFonally, DPRK (China’s 3rd largest coal supplier) are going offline for the foreseeable 
future and if things do get worked out there, it will likely be an economic catalyst for the 
region. Inner-Mongolia have mostly exhausted their coking coal mines and there is a 
substanFal industrial base there. The Chinese can have coal as cheap as they want it, but 
are unwilling to fund money losing SOEs to get it, so a substanFal subsidy in China is now 
leaving over the next 4 years. 

Next 

Below is a summary of a high level meeKng which just took place about Chinese funded 
development in Mongolia:  

Mongolia and China coopera3on council held its mee3ng (Montsame)  

“A meeFng of CooperaFon Council between Mongolia and China for mineral resources, 
energy and infrastructure was held successfully on April 26 in Beijing, China. The council 
meeFng was agended by over 50 officials, including head of the Mongolian side of the 
council, Minister of Mongolia, Head of the Cabinet Secretariat J.Munkhbat, Minister of 
Road and Transport Development D.Ganbat, Minister of Mining and Heavy Industry Ts. 
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Dashdorj and Minister of Energy P. Gankhuu and other officials from the Mongolian side 
and Vice chairman of NaFonal Development and Reform Commission of the People’s 
Republic of China Ning Jizhe.” 

Mr. Ning Jizhe noted that Mongolia has been a trusted partner of cooperaKon for a long 
Kme and has had close relaKons at regional level. He noted the two countries have great 
possibiliKes and capabiliKes in economic and investment co-operaKons. 

Minister J. Munkhbat said that “comprehensive strategic partnership of the two countries has 
been developing intensively last years and frequent mutual visits and meeFngs have given 
significant sFmulus to the cooperaFon. Mongolia is ready to collaborate with China to implement 
big projects that were indicated in the Government acFon plan of Mongolia”. 

The meeKng agenda included the following issues: 
• to implement Tavantolgoi project together with Shenhua Group in a complex way 

covering mining, railway and processing acKviKes and hold meeKng of the working 
groups of the two parKes to cooperate in establishment of copper smelKng plant and 
export its product to Chinese market 

• to cooperate with Chinese companies in projects of producKon of syntheKc natural 
gas 

• to implement ‘Kherlen River’ project due to insufficient water supply in Gobi to 
establish coal processing plant at Tavantolgoi, Tavantolgoi power plant and copper 
concentraKon plant 

• to elevate the status of border staKons as an internaKonal, including Gants mod and 
Gashuunsukhait, shiXing into 24-hour operaKon  

• to jointly implement projects to construct railways in route ‘Khoot-Bichigt”, Eastern 
corridor and Northern corridor 

• to increase the number of air gates 
• to collaborate in the project “Energy export complex” based on Shivee-Ovoo coal 

mine 
• to increase number of border staKons to pass oil products imported from China 
• to expand agreement term of CNY swap with the People’s Bank of China and 

increase the amount 
• the representaKve of ministries and companies of the two countries expressed their 

posiKons and exchanged views on current state of the relevant sectors and 
cooperaKon possibiliKes within these issues. 

• PM J. Erdenebat will aSend the ‘Belt and Road’ Summit in Beijing in May and during 
the meeKng, some issues discussed at the council meeKng are expected to be 
resolved and significant cooperaKon documents to be signed. 
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Comment: As you can see from the above there is clear pressure not only from Mongolia 
but from China and the OBOR (One Belt One Road) iniFaFve. All of this provides us with 
an underlying driving force that doesn’t look like it’s going away. Right now, none of this is 
priced into Mongolian equiFes, including MMC. 

As I was about to publish I received this - hot of the press: 

The Prime Minister J. Erdenebat is preparing for a visit to China.  

This will be the second official visit of the PM abroad and his first to China, aXer MPP’s 
landslide victory taking 65 seats and establishment of so called “Professional” cabinet.  

According to Foreign Minister Ts. Munkh-Orgil’s interview, around 20 documents will be 
signed during PM’s visit. These include establishing railway corridors, deciding on the 
starKng point of railway construcKon at the southern and northern borders and joining 
‘Steppe Road’ and ‘Belt and Road’ iniKaKves. PM J.Erdenebat will be meeKng with Chinese 
President Xi Jinping and Chinese PM Li Keqiang. 

Foreign investment is absolutely crucial to Mongolia and as such successful negoKaKons 
with China, the largest consumer of coal and Mongolia’s closest neighbour, must surely be 
extremely high on the priority list. 

Company update just released can also be found here: 

hSp://www.mmc.mn/upload/2017-05-11_e_00975ann-20170511.pdf 

In Summary 

I realise that the above informaKon provides you with a number of things to think about.  

Like I said at the beginning of this update, when referencing restaurants etc the truth is 
always somewhat more complex and rather than bringing just one viewpoint to you I felt it 
important to provide you with many viewpoints and data points. 
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Here’s the long-term chart as I think it’s worth pusng things into perspecKve. 

And here is the short-term chart: 

The fact we’re up some 100% is really nothing to write home about.  

Post-reorganisaKon NAV will be ~$600M and yet the current market cap is ~$320M 
(including the 10% increase in share count).  

Based on numbers from 2016, MMC is trading at roughly 3x current year Enterprise Value/
EBITDA, which is cheap in anyone's book and we get the ETT deal as a free opKon. This 
impresses us as good value with extraordinary asymmetric upside. 

Remember, this is, aXer, all a penny stock and, as you’ve seen with the service, we’re not 
typically trying to buy penny stocks.  
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That said, we’ll do so where we find - via our network - what we believe to be favourable 
risk reward opportuniKes of asymmetric potenKal that we can bring to your aSenKon. We 
conKnue to believe MMC fits this profile. 

Sincerely, 

Chris MacIntosh 

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

The informaFon provided in this publicaFon is private, privileged, and confidenFal informaFon, licensed for your sole 
individual use as a subscriber. Capitalist Exploits reserves all rights to the content of this publicaFon and related 
materials. Forwarding, copying, disseminaFng, or distribuFng this report in whole or in part, including substanFal 
quotaFon of any porFon of the publicaFon or any release of specific investment recommendaFons, is strictly 
prohibited. 

ParFcipaFon in such acFvity is grounds for immediate terminaFon of all subscripFons of registered subscribers deemed 
to be involved at Capitalist Exploits. Capitalist Exploits reserves the right to monitor the use of this publicaFon without 
disclosure by any electronic means it deems necessary and may change those means without noFce at any Fme. If you 
have received this publicaFon 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 informaFon contained in such 
publicaFons is not intended to consFtute individual investment advice and is not designed to meet your personal 
financial situaFon. The opinions expressed in such publicaFons are those of the publisher and are subject to change 
without noFce. The informaFon in such publicaFons may become outdated and there is no obligaFon to update any 
such informaFon. You are advised to discuss with your financial advisers your investment opFons and whether any 
investment is suitable for your specific needs prior to making any investments. 

Capitalist Exploits and other enFFes in which it has an interest, employees, officers, family, and associates may from 
Fme to Fme have posiFons in the securiFes or commodiFes covered in publicaFons or the website. Corporate policies 
are in effect that agempt to avoid potenFal conflicts of interest and resolve conflicts of interest should they arise, in a 
Fmely fashion. 

Capitalist Exploits reserves the right to cancel any subscripFon at any Fme, and if it does so it will promptly refund to 
the subscriber the amount of the subscripFon payment previously received relaFng to the remaining subscripFon 
period. CancellaFon of a subscripFon may result from any unauthorized use or reproducFon or rebroadcast of any 
Capitalist Exploits paid publicaFon/s, any infringement or misappropriaFon of Capitalist Exploits proprietary rights, or 
any other reason determined in the sole discreFon 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 Fme to Fme 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 
recommendaFons, 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 transacFng any business with any firm, for any product or 
service. 
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