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September 04, 2024

THE LONG PULL: Portfolio Return Recap and
Perplexity.AI As An Investment Research Tool
Can you believe that it is already September? We’re in the final month of Q3. Where
did the summer go?? Sell in May and – BAM – it's Fall.

We’ve got a quick Long Pull this week after the Labor Day holiday.

First, we examine our portfolio returns and explain how we’re trading for the rest of the
year.

Then, we explore Perplexity.ai as a mining investment research tool. If you liked my
thoughts on ChatGPT from last year, then you will love this one.

Let’s get after it.

Portfolio Returns Snapshot

Here’s a quick look at our portfolio returns as of the end of August:

➢ August 2024: +1.90%
➢ Q3 2024 (to date): +2.20%
➢ YTD 2024: +33.88%

You can also see our trailing five-year performance below (this year’s number
incorporates September performance).

Our job is to make a lot when we’re right and to lose a little when we’re wrong. So far,
we’re doing just that.

We have four months left in the trading year … and our goal is to not do anything
stupid!
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And we do that by holding what’s working and cutting what isn’t.

It’s simple … but not easy.

Especially with so much going on. Whether it’s China’s recession, the US rolling over,
or commodities like crude oil, copper, and iron ore flopping.

It’s easy to focus all our attention on the big picture, shiny macro events, and forget
that our first job is to not lose money.

There are no sacred cows in our portfolio. If the tape tells us to exit, we cut and wait for
another opportunity.

I often come back to this Bruce Kovner quote …

“Fundamentalists who say they are not going to pay any attention to the charts
are like a doctor who says he’s not going to take a patient’s temperature.”

Always respect the tape.

Perplexity.AI As An Investment Tool

Last year, I wrote about how you could use ChatGPT as a fundamental investment
research tool. You can read that piece here.

The idea was that you could “prompt” the AI to provide enough information about an
idea, industry, or topic to go from 0 to 1 in a fraction of the time it would take without
ChatGPT.

It worked well. But then I found Perplexity … and I now use it every day. There are a
few reasons why I like it more than ChatGPT.

First, the UI/UX is more intuitive. Perplexity feels like talking to a person … like you’re
DM’ing Tars from Interstellar.

Second, you can create “Collections” of threads where you prompt Perplexity with
specific criteria for analysis/idea generation. More on that later.

Finally, Perplexity cites its sources for every answer, making cross-referencing
information easy.

As you know, I’ve spent the past year studying commodity markets, specifically metals
and mining. So when I found Perplexity, my first thought was, “How can I use this to
make mining stock research more efficient?”
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Through trial and error, I created six “Collections,” each serving a specific investment
analysis purpose:

➢ Replacement Cost
➢ Doc Jones Breakdown
➢ Mine NPVs
➢ Mine Analysis
➢ Mine Buy-outs
➢ Resource Estimate

Let’s explore each Collection to see how I use it in my mining research process.

Replacement Cost

This one is self-explanatory. I use it to estimate the replacement cost of certain assets,
such as trucks, railcars, mining equipment, offshore vehicles, and tankers.

Here’s the AI Prompt: “You are an expert asset appraiser. Your job is to assess the
replacement cost of any asset we bring you, both secondhand and brand new. Most of
these assets will be focused on the mining and resource industry. Things like haulers,
big trucks, mills, product tankers, offshore vehicles, ports, and railways.”

I used this prompt to analyze Fenix Resources’s (FEX) port infrastructure rail assets
(see below).
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As I mentioned above, Perplexity provides sources upfront and then as a footnote for
each generated response. It allows me to cross-verify and go down any rabbit holes I
want on other websites.

Here’s another example from this Tuesday of analyzing Caspian Sunrise’s (CASP.L)
replacement cost of its offshore driller (see below).

I love the part where Perplexity says, “However, it’s important to note that…”

It gives you the following steps to further research and verify the above data.

Perplexity saves me hours of research. Who knows how long it would’ve taken me to
find that 2013 article on the South Korean consortium build cost?

Doc Jones Breakdown

I created this Collection after the MOHO Idea Lunch webinar with private mining
investor Doc Jones.

Here’s the prompt:
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You are Dr. Jim Jones, a private junior mining investor. You have a Twitter profile
(https://x.com/drjimjonesceo) and are the most-followed user on CEO.CA
(https://ceo.ca/@drjimjones).

I want you to download all your information from the above sources to become
the go-to mining resource analyst.

Your job is to evaluate any junior mining company I present through your unique
analytical lens.

Here is the structure:

- Overview of the company and its various projects

- Your estimate of the company's Resource In-Situ valuation

- Comparable company in-situ valuations as an EV/Resource metric

- Your estimate of the company's management team and track record

- Your estimate of the company's NPV to Market Cap, NPV to CAPEX, and IRRs

- Your ranking on a scale of 1-10, with 1 being the best and 10 being the worst.

The prompt will be as follows: "Doc Jones Breakdown: {insert company name}."

This Collection aims to provide a 30,000ft view of a mining company, its resources,
management team, and initial in-situ valuation without spending hours combing
through investor presentations and filings.

Here’s an analysis of Kuya Silver (KUYAF).
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Remember, I typed “Doc Jones Breakdown: Kuya Silver (KUYAF)” and instantly
received enough information to decide whether to keep researching.

And again, I can cross-check sources to verify information and go down rabbit holes.

How cool is that!?

Mine NPVs

This Collection generates various Mine-level NPV calculations based on specific
criteria and parameters.

The goal is to form rough views of potential resource valuation for further due diligence.

Here’s the prompt:

“You are a mining resource/reserve valuation analyst and the best at what you do.
You create NPVs based on grade, tonnage, and other resource estimates.

You have broad experience in all commodities, from iron ore to copper, zinc,
silver, gold, and even PGMs.
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You also know how to create mine-level NPVs based on very little information,
even from a single drill hole result using length, width, depth, and particular
gravity metrics.

Use a 10% discount rate for all NPV analyses.

Along with NPV analysis, you also provide in-situ resource valuations for each
deposit. This includes total in-situ value and a 2-10% market cap valuation based
on the specific company, metal, and price cycle.

Here is the most important part ... you will provide me with all the above
information with the following prompt: "Mine NPV Analysis: {insert company and
mine project}."

Where all I need to do is type "Mine NPV Analysis" and then the company name
and specific project/deposit and you return all the NPV analysis.”

Here’s an example of this prompt analyzing Galway Metals (GWM).
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That feels like drinking from a firehose. But think about how much time you would’ve
spent getting that information.

Investing is a game of turning over rocks. The investor that turns over the most rocks
usually wins. That includes junior mining stocks.

This prompt helps us turn over more rocks more efficiently.

Mine Analysis

This Collection is like a mining analyst intern whose only job is to get me enough
information on a mine to determine whether I’m interested. If only it could bring me
coffee.
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Here’s the prompt:

You are a mining and geologist expert that knows everything about every mine on
Earth. Your job is to provide me with the most critical information and details on
any mine I give you.

Things to include: metallurgy, grade, total resources/reserves, estimated mine life,
estimated annual production from that mine, etc.

Finally, include in your analysis an NPV estimate and and annual free cash flow
estimate based on either the most recent PFS, PEA, or BFS or historical
estimates.

Your prompt will be "Mine Analysis: {insert mine name/project}"

And here’s the result for Pasofino Gold (VEIN).

I have enough information to decide whether to do more due diligence.

Mine Buy-outs

I prompt Perplexity to analyze specific mine buy-out deals and provide me with a price
paid per production ounce over the initial expected mine life.

Here’s the prompt:
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“You are the world's leading expert in mine valuations and acquisition analysis.
Your job is to analyze mining take-over/buyout deals and provide in-depth
analyses on any acquisition I ask.

You can do this for any commodity across any country.

Most importantly, your job is to provide a valuation for what the company paid on
a PER OUNCE basis of the commodity.

Use things like EV/Resource or Market Cap to Resource to find comparable
transactions. Also, take the buyout price and divide it by the company's
resources or reserves to get a price paid per-ounce of reserves or resources or
production, whichever they have. And where applicable, include the price paid on
an NPV basis (multiple of NPV).

Also include a discussion on jurisdiction to get an idea of the price paid relative to
other deals in that area.

Your prompt will be "Mine Buyout: {insert deal}"”

I ran this prompt on the Gold Fields/Osisko Mining acquisition (see below).
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Besides getting a price per-production ounce value, Perplexity also provides strategic
and jurisdictional analysis.

This is important because some companies pay up for a “more strategic” project (i.e.,
near an existing mine or smelter) or a more favorable jurisdiction (like the US or
Canada).

Resource Estimate

This prompt calculates a company’s resource estimate and provides an EV/Resource
valuation.

Here’s the prompt:

“You are the best mining geologist and resource estimator on the planet. You
must take drill results and create a resource estimate for a company's deposit.

You can do this with any metal and commodity.

Ensure that each resource estimate includes the company's latest drill results and
the commodity's specific gravity number so you can define a resource.

Then, use the latest commodity price to ascribe a value to the in-situ resources.

Finally, create an EV/Resource metric to show how cheap the company is on an
EV/Resource basis. You get this by taking the company's total number of
equivalent ounces and dividing it by its Enterprise Value (EV). If you don't have an
EV, use the company's market cap.

From there, provide comparable EV/Resource metrics for recent
buy-out/take-over transactions with similar geology, metallurgy, and jurisdiction.

Your prompt: "Resource Estimate: {insert company name}"”

I analyzed Kootenay Silver Inc (KTN.V) this morning using this prompt.
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The prompt provides information like the latest resource estimate, drill results, and
commodity specifics (including specific gravity and price) and gives an initial in-situ
resource valuation.

You must double-check the work (via Perplexity sources) and can input whatever
commodity price you like (for instance, silver trades at $28 today). However, the
prompt offers an initial “go or no go” analysis of a company’s resources.

Conclusion

I hope you enjoyed this deep dive into how I use Perplexity to analyze any mining
investment idea.

These prompts save me hours of research and grunt work, allowing me to spend more
time analyzing the things that matter … resource estimates, mine NPVs, management
team quality, etc.
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I want you to use this tool in unique ways, too. Create prompts that save even more
time. Find something I’m missing, then share it with the Collective.

I love that about this community. We use tools to grow as investors, share what we’ve
learned, and constantly iterate to improve our processes.

I can’t wait to see what you guys come up with!

Until next week,

Your Value Operator

Brandon
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