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The First Message 

Go Broncos 

http://www.sports-logos-screensavers.com/DenverBroncos.html


 
 

3 

Safety Share ς The Most Important Message 

Donôt step off the curb 

without looking 

 

 

 

 

 

 

 

Be careful when you reach 

onto the carousel to get your 

suitcase 

http://www.sports-logos-screensavers.com/DenverBroncos.html


Overview 

ÅLessons Learned 

from the Recent 

Bull Cycle 

 

ÅThe New Challenge 

 

ÅThoughts from 

Mining EPCC 

Service Providers 

 

ÅWhat Knight Piesold 

is Doing 

 



1. ¢ƘŜ ǊŀǇƛŘ ŘŜƳŀƴŘ ŦƻǊ 9t// ǎŜǊǾƛŎŜǎ Χ 
 
Χ ƭŜŘ ǘƻ ŀ ƘǳƎŜ demand for personnel  
ŀƴŘ Χ 
 
Χ ǘƻ ƛƴŦƭŀǘŜŘ ǎŀƭŀǊȅ ŜȄǇŜŎǘŀǘƛƻƴǎ ŀƴŘ ƛƴŜȄǇŜǊƛŜƴŎŜŘ ǘŜŀƳǎ  
 
Resulted in some inefficient and impractical solutions  ǘƘŀǘ Χ 
 
Χ ƭŜŘ ǘƻ ƘƛƎƘŜǊ ŎŀǇƛǘŀƭ ŀƴŘ ƻǇŜǊŀǘƛƴƎ Ŏƻǎǘǎ ŦƻǊ ǇǊƻƧŜŎǘǎΦ 
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 Lessons learned From the Recent Bull Cycle 

2. The time value of money went through the roof and unrealistically tight 
schedules ǘƘŀǘ ǿŜǊŜƴΩǘ ƳŜǘ often became the norm and were more 
important than ƻǘƘŜǊ ŎƻƴǎƛŘŜǊŀǘƛƻƴǎ Χ 
 
       Χ leading to some disastrous results. 



How to meet future demand when grades are declining 
and successful large discoveries are becoming scarce?  
 
And when margins are falling? 

 
 
 
 
 
 
 
From the mining industry side ???   

From the EPCC side make sure value is being added.  
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bƻǿ ²ŜΩǊŜ ƛƴ ŀ {ƭƻǿ 5ƻǿƴ ǿƛǘƘ ŀ bŜǿ 
Challenge 

Recent Peak Gold Price 

Sept. 2011  
Grades 

Drilling 



 

      Thoughts from Mining Service Providers  
 

 

 
  
 

 

7 

What Is The Thinking? 



ÅYes, competition is up and the volume of work is down.  We are 
making every effort to keep our key staff utilized.   
 

ÅYes, the slowdown has forced us to sharpen our game.  

 
ÅYes, noticeably towards the end of 2013 when we saw  clients 

hesitant to pull the trigger on capital projects.   
 

ÅYes.   Australia saw the largest reduction.  Brazil has been difficult ς 
when Vale slows down, everyone slows down.   Western Canada 
maintained a solid work load, eastern Canada was slower.  
 

ÅNot yet, we have a few large anchor projects continuing.  But ? 
 

ÅNot yet, but we expect a significant slowing in 2014.  
 

Affects are being felt or are expected to be felt soon but little 
response yet ς aside from some downsizing (next slide) it seems like 
everyone is waiting 
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Has the slowdown affected your business 
and how are you responding?  



Å No, mostly we are reallocating staff to other projects and are 
redeploying skill sets in other sectors.   
 

Å Yes, we have downsized some; the slowdown has forced us to look 
closely at marginal performing individuals.   
 

Å Yes, slightly 
 

Å Yes, significantly  
 

Å Yes, slightly, but some was to remove underperformers. 
 

Å Yes, we downsized in all regions - Australia was large, Brazil large, 
other regions were modest.    
 

Some downsizing ς ƴƻǘ ȅŜǘ ŜȄŎŜǎǎƛǾŜ όŜȄŎŜǇǘ ƭŀǊƎŜ 9t//Ωǎ ƛƴ !ǳǎǘǊŀƭƛŀ 
and South America that have downsized significantly) 
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Have you had to downsize staff?  How much 
(little, modest or large amount)?  



Å I expect the slowdown to start easing in 2014 due to the pressure 
to replace ounces. 
 

Å All of the projections seem to call for price volatility over the next 
two years after which we hope to see price stabilization and then 
an up-tick.  We ŀǊŜ ōǳƭƭƛǎƘ ƻƴ /Ƙƛƴŀ όƛǘΩǎ ǘƻƻ ōƛƎ ǘƻ Ŧŀƛƭύ ŀƴŘ 
cautious about the developed economies where we may see 
multiple years of slow growth.  
 

Å 1-2 years - this is a corrective measure to cool what was a 
superheated industry and reduce the costs of bringing new 
projects on line and weed out the poor projects from the good 
ones at the demand of investors.  
 

Å ²Ŝ ŘƻƴΩǘ ǎŜŜ ŀ ŎƻƳǇŜƭƭƛƴƎ ǊŜŀǎƻƴ ŦƻǊ ŀƴ ǳǇǘǳǊƴ ōŀǊǊƛƴƎ ŀƴ 
ǳƴŦƻǊŜǎŜŜƴ ŜŎƻƴƻƳƛŎ ƻǊ ƎŜƻǇƻƭƛǘƛŎŀƭ άŎǊƛǎƛǎέΦ 
 

Å Gold production is up to compensate for reducing prices so the 
short term supply/demand balance is not in favor of a price 
increase soon ς say 2 years minimum.  
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Do you have any thoughts on the likely duration 
of the slowdown?  If so, what, and why (1 of 2)?  



Å We are getting many requests for proposals again, so I expect that 
we will see growth starting mid this year.  
 

General uncertainty  on duration but a 2 year (ish) window seems to 
be the common theme.  However, with gold, supply and demand 
ŀǊŜƴΩǘ ǘƘŜ ƻƴƭȅ ŦŀŎǘƻǊǎΦ  ¢ƘŜ ŎǳǊǊŜƴǘ ǇǊƛŎŜ ŘǊƻǇ ŀǇǇŜŀǊǎ ǘƻ ōŜ 
associated with: 
 
Å High volume sales ς eg: 4600 tonnes in 2 days last April (>1.5 x the 

total annual gold production) ς undermined market confidence 
 

Å Improvement in the US economy and strengthening of the USD    
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Do you have any thoughts on the likely duration 
of the slowdown?  If so, what, and why (2 of 2)?  



Å Yes, the majors are far more extended than during previous cycles 
and were caught up in uncontrolled growth leading to poor project 
or acquisition decisions.  
 

Å Yes, despite high metals prices, stock prices remained low resulting 
in expensive acquisitions.  
 

Å Yes, low stock prices resulted in juniors being unable to finance the 
advancement of their projects thus the next generation of projects 
are not moving along.   
 

Å Yes, this slow down is driven by the investment community 
wanting a better return on its investments (low stock prices) while 
earlier ones in 1981/1982 and 2002/2004 were driven by low 
metals prices due to market forces.  
 

Å Yes, metals prices are still quite high, which means that the current 
belt tightening should allow for robust margins to be re-
established.       
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Do you see this as any different to previous 
downturns (1 of 3)?  



Å Yes, we appear to be transitioning from an economic system that 
was dominated by the US, Europe and other developed economies 
ǘƻ ŀ ΨƻƴŜ-ǇƭŀȅŜǊΩ ǎȅǎǘŜƳ ǿƘŜǊŜ ǘƘŜ Ǝƭƻōŀƭ ŜŎƻƴƻƳȅ ǊŜǎǘǎ ƻƴ ǘƘŜ 
economic well-being and spending of one player:  China.  
 

Å Yes, at least in Peru (and other countries in South America), the 
social side is having an effect on the slowdown; some projects in 
Peru have been delayed or postponed due to social conflicts, which 
was not the case before.    
 

Å Hmmm, ȅŜǎΣ LΩƳ ƴƻǘ ǎǳǊŜ ǿŜΩǾŜ ŜȄǇŜǊƛŜƴŎŜŘ ŀƴȅǘƘƛƴƎ ƭƛƪŜ ǘƘƛǎ ƛƴ 
the past three decades.  We experienced an almost unreal rise in 
Au since 2005.   
 

Å Yes, this will be more severe because the bull cycle was more rapid 
and reached a higher and more unsustained level than before.   
 

Å No, this downturn (like others) represents a crisis of confidence in 
the industry.  
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Do you see this as any different to previous 
downturns (2 of 3)?  



Its agreed this is different but many reasons given    
 
¢ƘŜǊŜ ƛǎ ƴƻ Řƻǳōǘ ǘƘŀǘ ǘƘƛǎ ƭŀǎǘ ōǳƭƭ ŎȅŎƭŜ ǿŀǎ άƴŜŀǊέ ǳƴǇǊŜŎŜŘŜƴǘŜŘ ƛƴ 
terms of gold price ς and this time low inflation   
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Do you see this as any different to previous 
downturns (3 of 3)?  

1980 inflation 

spike 

OPEC oil 

controls 

and rapid raising 

of the federal 

fund rate by the 

FED  

  

 

From the DGG Web Site 

Dot com 

bubble 

bursts 

2001 

Lehman Bros. 

collapse 

2008 

Very low 

inflation 

Gold 

pegged 

to USD 

High 

inflation 


