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Impressive Multi-Million-Ounce Potential 

Investment Thesis  

Galway Metals (GWM) is a promising Canadian exploration company with two 

properties: a gold project in New Brunswick and a former polymetallic mine in 

Quebec. The New Brunswick project particularly captured our interest — we see 

multi-million-ounce potential here. It takes time to wrap one’s mind around the many 

drill results and sources of upside — a challenge for the short attention span of 

today’s exploration markets. We distill, analyze and connect the impressive results, 

peeling the onion so, hopefully, readers too can appreciate the many layers of 

potential. 

Highlights  

 Two Promising Exploration Plays | Galway Metals started out as a 2013 

spinout of a successful Canadian exploration company sold for $340 million and 

now comprises of two promising exploration plays. One is a former high-grade, 

small polymetallic mine in Quebec within three prolific belts that hosts >1Moz 

AuEq. The second, the 100%-owned Clarence Stream property, 70 kilometres 

southwest of Fredericton, New Brunswick, is the focus. The property has a 

0.7Moz resource (2017), but we see multi-million-ounce potential in a mining 

friendly province, near infrastructure. 

 Inflection Point – Geology Coming Together & Discovery Momentum High | 

Hunting for shear-hosted, steeply dipping veins like Clarence Stream’s — classic 

Eastern Canadian gold mineralization — takes time and plenty of drilling. After 

monitoring GWM for over a year, it is now clear to us that the geologists have 

figured out how to vector into the mineralization. In 2019, the impressive Richard 

Zone was discovered, third in a 2.5-kilometre stretch; all zones are now being 

connected with excellent hit rates. Today’s exploration market has a short 

attention span and we doubt it has taken the time to analyze the 106 drill holes 

into the three “new” zones, waiting instead for the Q4 or Q1 resource update. 

Therein lies the opportunity. Our analysis in Figure 1 shows impressive average 

drill intersections of 12 metres @ 3.6 gpT at open-pit mineable depths. All five 

zones are open to depth. Time will tell, but deep holes to 335 metres remain 

strong (14 metres @ 6.5 gpT). 

 Macro Geological Setting – Suitable for Large Gold Resource | The property 

covers 65 kilometres of a major structural setting featuring the Sawyer Fault. For 

many decades, it was thought that the Eastern seaboard could not host multi-

million-ounce deposits. This was disproven by the 4.4Moz Haile mine and, closer 

to home, the 4Moz Marathon project. Surface sampling has shown Clarence 

Stream to have widespread anomalous gold.  

 Plethora of Upside Sources | It is possible to have too much of a good thing, at 

least from the perspective of a market with a short attention span. We walk 

through the many sources of upside on this project, but the takeaway is that 

GLW has barely scratched the surface. 

Valuation & Conclusion   
We believe Galway has an exceptional discovery unfolding at its Clarence Stream 

project. The C$54-million market cap strongly suggests the market has yet to grasp 

this. Five high-quality zones have been identified to date — open pit mineable at over 

2.5 gpT, we think. The upside potential to expand these zones, especially the three 

most recent, is excellent, but it looks like GWM is just scratching the surface of a  

65-kilometre trend with many untested targets. It is easy to get lost in the details. We 

try to convey the essence, hopefully demonstrating why Galway is a top exploration 

pick. We initiate coverage with a Speculative Buy rating and C$1.00 target. 

All figures in US$, unless otherwise noted. 

Rating: Speculative Buy  
Initiating Coverage 

12-Month Target: C$1.00 

    
Price (C$) $0.42

Ticker GWM-T

FYE 31-Dec

Avg 3-month daily vol. (000s) 228

Shares O/S Basic (M) 129

FD (M)* 134

Market Cap Basic (C$M) 54

FD (C$M)* 56

Cash ($M) 5

Long-Term Debt ($M) 0

Working Capital ($M) 6

Enterprise Value ($M) 35
 

 

Source: FactSet, Company filings, Paradigm Capital Inc. 

Company description: Galway Metals, Inc. engages in 
acquisition, exploration and development of mineral 
resource properties. It focuses on the Clarence Stream and 
Estrades gold projects, located in New Brunswick and 
Quebec.  

 

 

PRECIOUS METALS 

  Don MacLean, Sr. Analyst | 416. 360.3459 |dmaclean@paradigmcap.com 

Don Blyth, Analyst| 416.360.3461| dblyth@paradigmcap.com 

 Lauren McConnell, Analyst | 416.366.7776 | lmcconnell@paradigmcap.com 

 Emma Williams, Associate | 416.361.0628 | ewilliams@paradigmcap.com 

 

mailto:dmaclean@paradigmcap.com
mailto:dblyth@paradigmcap.com
mailto:lmcconnell@paradigmcap.com


  Galway Metals Inc. 

 

 

Paradigm Capital Inc. | IIROC/TSX member  Page | 2 

INITIATION REPORT | May 21, 2020 

Table of Contents 

  

Company Description ........................................................................................................................ 3 

Company Origin & Management .................................................................................................. 3 

Two Assets in New Brunswick and Quebec ................................................................................. 3 

Clarence Stream Project, New Brunswick ......................................................................................... 3 

Location and Description ............................................................................................................. 3 

Macro Geological Setting Ticks the Boxes for a Large Resource Potential ................................. 4 

Inflection Point – Demonstrating Continuity within 3 Zones over 2.5 Kilometres ......................... 4 

Five Zones Discovered to Date .................................................................................................... 4 

Plethora of Upside Sources ............................................................................................................... 7 

Surface Sample Anomalies over Entire Property Suggest Many Targets .................................... 7 

Exploration Program post-COVID-19 ................................................................................................ 8 

Resource Update Q4 or Q1 ......................................................................................................... 8 

Risks ................................................................................................................................................. 9 

A Top Pick Among Our Dirt Dozen Explorers .................................................................................... 9 

Rating and Target Price .................................................................................................................... 9 

APPENDIX I: Estrades Property, Quebec ....................................................................................... 24 

 

 



  Galway Metals Inc. 

 

 

Paradigm Capital Inc. | IIROC/TSX member  Page | 3 

INITIATION REPORT | May 21, 2020 

Company Description 

Company Origin & Management  

Galway Metals (GWM) is a Canadian exploration company formed in 2013, the spinout from Galway 

Resources. The latter had a successful Colombian discovery and was acquired for $340 million in 

December 2012 at a 47% premium over the 20-day VWAP. Management, including the CEO (Robert 

Hinchcliffe), Vice President of Exploration (Mike Sutton) and Vice President of Corporate Development 

(Larry Strauss) remained with GLW. Robert Hinchcliffe owns 10.8% of the common shares 

outstanding, half purchased in the open market. Collectively, directors and management own 20% of 

GLW’s shares. Other insiders/family/friends control ~10% and institutions ~40% of issued equity. 

Options (11-million average price C$0.23/share) are equivalent to ~8.5% of the 128.8-million issued 

shares, while warrants represent ~4% (5.6-million average exercise price C$0.35/share). 

Two Assets in New Brunswick and Quebec  

Galway has two Canadian exploration properties with measured and indicated (M&I) resources of 

0.56Moz gold plus other metals for 0.93Moz gold equivalent (AuEq). Inferred resources are 0.41Moz 

gold or 0.87Moz AuEq (Figures 2 & 3). While the focus of this report is the 100%-owned Clarence 

Stream gold property in New Brunswick, GLW also has a 100% interest in a small former high-grade 

polymetallic mine in Quebec called Estrades which closed in 1991 owing to the sharp drop in metal 

prices, shortly after it opened in 1990. We provide a summary of Estrades in Appendix I. 

Clarence Stream Project, New Brunswick 

Location and Description  

The Clarence Stream property (100% owned by Galway) is well located in southwest New Brunswick 

(Figure 4), 70 kilometres southwest of Fredericton. It is crossed by highways and power lines, is ~20 

kilometres from rail and ~20 kilometres from the Mount Pleasant former tin mine. The Mount Pleasant 

mine operated for two years and closed in 1985. The mill buildings remain and a permitted tailings 

pond. Galway acquired the original Clarence Steam land position for C$3.5 million in August 2016 and 

subsequently added onto it by staking, such that it now is 60,500 hectares strategically positioned 

along 65 kilometres of the major Sawyer Brook Fault System. The property has two NSR royalties 

totaling 3%, including 1% to Franco-Nevada (FNV-T, C$225.00 TP, Buy) and 2% held by another 

party, half of which can be repurchased for $1 million. No payments or work commitments remain.  

GWM last reported resources in September 2017 for two zones, the North and South. A few holes had 

been drilled into another target called Jubilee, but not enough for a resource. The 0.67Moz (gold M&I 

plus inferred) estimate shifted emphasis of previous operators from underground to open pit (Figure 5), 

with 0.5Moz grading 1.9 gpT falling into pit shells having a conceptual strip ratio of 6:1 — an attractive 

start. A significant potential antimony credit exists, mostly in the North Zone, but we do not include this 

in our assessment.  

Galway then set out to explore new targets, starting with a priority target called Jubilee North. A 

discovery was made in December 2017 and the zone became known as the George Murphy Zone 

(GMZ). In January 2019, a third zone, between Jubilee and GMZ was discovered. These three zones, 

which we collectively call the “new” zones, for convenience in this report, have been the focus of 

drilling since — outlining, expanding and connecting these zones. An updated resource is targeted for 

Q4/20 or Q1/21 that will include the three “new” zones for the first time. Our analysis, discussed later in 

this report, indicates that they will offer a higher grade — likely over 2.5 gpT — open-pit resource of 

similar size to the existing resource. The updated resource, however, will just be scratching the 

surface. What is most important about the past 2–3 years of drilling is that Galway’s geological team 

has developed a much better understanding of the controls to mineralization, improving its ability to 

vector into the mineralization amidst a tremendous number of potential targets. To date, Galway has 

spent C$12 million on the property, including acquisition costs. 
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Macro Geological Setting Ticks the Boxes for a Large Resource Potential  

Clarence Stream’s gold mineralization is hosted in intrusive-related mesothermal quartz veins, steeply 

dipping, classic Eastern Canada mineralization (think Timmins and Kirkland Lake). There are many 

known granitic intrusions along the large Sawyer Fault, 65 kilometres of which is held by Galway. This 

major fault is part of the Appalachian Trend, a belt of deep-seated faults extending along the East 

Coast hosting Marathon Gold’s (MOZ-T, NR) 4Moz project and the 4.4Moz Haile mine in South 

Carolina (Figure 6). Marathon is the closest analogy to Clarence Stream. The mineralogy is quite 

similar, as is the age. Marathon’s Valentine Lake project broke the long-held thesis that Eastern 

Canada would never host large gold deposits. Clarence Stream has about three times the strike length 

of major fault structure that Marathon has. (Marathon’s former CEO and geological visionary, Phil 

Walford, joined Galway’s Technical Advisory Board in 2020.) Limited work has been done along the 

65-kilometre strike length in the past, but strongly anomalous showings exist along much of it. Galway 

estimates that it has drill tested only about 10%. 

We find Figures 7 & 8 very illustrative of Clarence Stream’s potential. Note the many granite intrusives 

(light and dark pink) in Figure 7 and widespread gold in tills, boulders, chip and soil samples in Figure 

8. GWM has drilled 260 holes totaling 58,857 metres since acquiring Clarence Stream, focusing since 

H2/17 around the 2.5 kilometres hosting the three new deposits shown in Figure 9 (i.e., just a small 

fraction of the prospective targets on the Clarence Stream property). In our opinion, the property has 

the characteristics of a multi-million-ounce potential project. 

Inflection Point – Demonstrating Continuity within 3 Zones over 2.5 Kilometres  

We monitored Galway for a few years, watching for an inflection point where it became clear that the 

geological team had begun to understand the mineralizing controls and was consistently vectoring in 

on where to find the gold. This is where an exploration property comes into its own. What fired up our 

interest in Clarence Stream was a string of drill results since the second half of 2019 showing that the 

newly discovered third zone, called Richard, midway between the Jubilee Zone and George Murphy 

Zone (GMZ) was connecting the three zones over a 2.5-kilometre trend. It showed multiple, wide, well-

mineralized veins, some extending from surface to at least 200 metres deep, with a strong deep hole 

to 355 metres showing that mineralization remains open to depth. This is evident in Figure 9, a plan 

view map of the drill holes, and Figure 10, a longitudinal map of the zones.  

As we discuss below, of the 69 holes reported in the three zones with mineralized intersections, almost 

half have gram x metre intervals over 20 and almost one-fifth have over 50 — impressive. The 69% hit 

to miss (“miss” being a dud hole) ratio reflects the fact that vein-style mineralization takes time to 

vector into. It’s not like punching holes into a loaf of bread (that advantage goes to low-grade, 

disseminated deposits like porphyries). All three new zones are essentially the same style of 

mineralization, each with at least 2–3 veins, dipping sub-vertically to vertically to the south and 

plunging to the west. All are open at depth and along strike. At this point in time, the discovery 

momentum is the highest ever on the property, with a high hit rate, narrowing the gaps between the 

zones, identifying new veins and improving the understanding of existing veins, increasing confidence 

from tightening up the hole spacing, and extending veins to surface and depth.  

Five Zones Discovered to Date  

When Galway acquired Clarence Stream in August 2016, the North and South zones had been 

discovered and partly drilled and the Jubilee Zone was known but had limited drilling. GWM further 

drilled and defined the 2017 resource in Figure 5, but quickly moved on to other priority targets, and 

what became the three new zones. Jubilee needed further drilling to define. Next the George Murphy 

Zone (GMZ) was discovered in December 2017. It turned out that the discovery hole was in the middle 

of the deposit and the work in 2018 focused on expanding the GMZ. The Richard Zone was 

discovered in early 2019, located between Jubilee and GMZ in almost a straight line following the 

influence of the intrusion to the north. The Richard Zone and GMZ have almost identical, impressive 

gold tenor if one multiplies grade times average mineralized intersection (i.e., 57 and 59 gram x metres 

respectively). The North and South zones are different, but both would provide attractive starter pits 

with an average grade of almost 2 gpT. We provide a snapshot of what each of the five zones looks 

like today. However, with 5,000 metres of drill results pending, including at least eight holes, we expect 

to see further evidence that the three new zones are expanding and connecting, and that this is just a 

snapshot in time of what is likely to be a long-lasting exploration play over a much larger area. 
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• South Zone: At 0.44Moz (M&I+I) this is the largest of the two resources and while the open-pit 

portion is 10% lower grade than that of the North Zone it is still an attractive 1.8 gpT with a strip 

ratio in the order of 6:1 to a depth of about 130 metres. The South Zone has a high-grade near-

surface portion — an ideal starter pit. The veins are steeply dipping (72º north) and could be 

amenable to underground mining, probably with a high efficiency method like long-hole mining. As 

shown in Figures 11 & 14, high-grade veins carry on below the pit and the South Zone remains 

open at depth and along strike to the south. 

• North Zone: The 0.23Moz gold resource (M&I+I) is only to a depth of about 80 metres and at an 

average grade of 2.0 gpT and conceptual strip ratio of 6:1, it too could offer attractive economics. 

The difference is that the North Zone hosts a single flatter and rolling vein. While the vein comes 

to surface to the south and to the north, there are indications further to the north and to the 

northeast that it either re-appears or another vein does. This thesis is supported by the strong soil 

sample results outside the resource boundary, as shown in Figure 12. Intriguingly, a 176 gpT 

boulder was found 260 metres to the east of the resource shell that could not have been carried 

by the glaciers from the North Zone as currently defined (wrong direction). Given that all other 

zones have at least 2–3 strong veins, one has to wonder whether repeat vein structures will be 

found below the shallow undulating vein that currently makes up the North’s resource. 

Figure 1: Clarence Stream Project – Our Drill Hole Analysis 

 

Clarence Stream Project

New Zone Drilling Summary & Analysis  (PCI)

Jubilee Richard GMZ Total

Total # Holes 26 32 48 106

 # Holes w Sig Intercepts 18 23 28 69

 # of Intercepts 30 38 38 106

 # Dud Holes 8 9 20 37

Average intercept (meters) 9.9 14.9 11.9 12.4

Average gpT 1.4 3.9 4.9 3.6

Avg Gram x Meters 14.3 57.4 59.1 44.2

Median Intercept 6.1 12.0 10.4 9.7

Proportion of Intercepts w TW available 0.67 0.53 0.79 0.66

TW as % of Intercept 86% 62% 62% 69%

Proportion of GmxM>20 23% 55% 47% 43%

Proportion of GmxM>50 3% 26% 18% 17%

Avg Depth of Hole (vert) 193 272 279 252

Avg Start of Mineral (down hole) 81 98 125 103

Avg End of Mineral (down hole) 113 143 167 143  

Source: Paradigm Capital, Company filings 

The 3 Zones Not Yet in Resources  

Above, we summarize our analysis of the drill results published to date on the three new zones: 

Jubilee, Richard and George Murphy (GMZ). No resource estimate has been carried out to date, or a 

compilation of results as we have done, so we found this exercise to be illuminating. In a few words, 

we would describe the results as “pretty sweet”. The average grade is well over 3 gpT and the 

mineralized intercepts are almost all within open-pit mineable depths, suggesting to us that a diluted 

mineable open-pit grade could be over 2.5 gpT. Note that the typical drill angle has been 56, which 

would make the average vertical start and end of mineralized intercepts about 84% of the average 

start and finish depths we show. The gram x metre intercept average is impressively high at 44, 

although true width looks to be about 69% of this (true width is available for about two-thirds of the 

intersections). From a mineability perspective, it is important that at least 2–3 strong, steeply dipping 

veins have been found in each of the new zones as this will lessen the strip ratio, which tends to 

increase rapidly with steeply dipping vein mines. Equally important is that the veins remain open to 

depth, since the grades, widths, continuity and angle of mineralization look suitable for efficient 

underground mining (e.g., long-hole method), at least for the Richard and GMZ. Also note our 
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comment below about Richard’s high-grade plunge. The hit:miss ratio for holes of 69:37 is not too 

surprising when searching for near-vertical veins. There has been a clear trend to the hit rate 

improving as the geologists vectored in on the targets, with a high current hit rate. 

• Jubilee Zone: This zone was the first new zone to be outlined by Galway outside the North and 

South zones beginning in 2017. Three veins have been outlined to date dipping an average of 

about 52º to the south over a strike length of 465 metres, thus far. Based on our analysis of drill 

results, the average vein intersection is ~10 metres at 1.4 gpT for the 18 drill holes into Jubilee, 

starting near surface to a typical depth of 60 metres vertically. The intersections started at an 

average down-hole depth of 81 metres. Jubilee looks likely to be the lowest grade and smallest of 

the three zones. It remains open to the northeast, toward the Richard Zone, and to depth, but tails 

off to the southwest. However, Jubilee might surprise us. A strong surface sample anomaly in 

excess of 4 kilometres long sits further to the southwest along the Sawyer Brook Fault, suggesting 

that either Jubilee may pick up again or a new zone may be found — a quality drill target in either 

event. For now, the focus is to the northeast to continue connecting Jubilee to Richard, where a 

350-metre gap currently exists. 

• George Murphy Zone (GMZ):  Discovered in December 2017, the GMZ is the most easterly of 

the three new zones and may be the largest, highest grade of the three, based on our analysis of 

drilling so far. It tends to have the most abundant visible gold, has been outlined over a 720-metre 

strike (still open) and has been drilled deeper, to a maximum of about 335 metres (vertical), 

whereas the others are more like 150 metres. One can gain a sense of this from the shapes in 

Figure 10. Our analysis of GMZ’s 28 drill holes with significant intercepts, summarized in Figure 1, 

indicates an impressive (for open pit) average grade of 4.9 gpT over 11.9 metres, with true width 

of about 62%. The grade and widths look attractive for underground mining, given that at least 

three strong veins have been identified to date, dipping to the south at 75–90º. GMZ is a 

successful example of drilling below a 700-metre long soil anomaly, of which 500 metres has been 

tested to date. Another 200 metres of the soil anomaly to the east remains to be drill tested. 

Galway’s theory is that the mineralization begins to bend toward the north, wrapping around the 

eastern end of the intrusion that is thought to influence all three zones. A drill rig was beginning to 

test this potential extension of GMZ’s mineralization and succeeded in discovering two new veins 

to the north (the GMZ’s fourth and fifth veins), one of which contained VG that graded 11.4 gpT 

over 2.0 metres. Drilling had to stop with COVID-19, but remains a priority. We highlight this 

because, if GMZ’s mineralization indeed wraps around the intrusion, this would open up the 

possibility that mineralization will be found on the north side of the intrusion(s). Strong glacial till 

anomalies support this thesis, but only drilling will tell. Meanwhile, drilling continues to show that 

GMZ extends to the west and has, thus far, narrowed the gap with the Richard Zone to about  

570 metres. Hole 88, released on April 29, was a big step-out, GMZ’s deepest and furthest hole to 

the west, toward Richard. It had four notable intersections (2 metres of 9.7 gpT, 11 metres of  

1.2 gpT, 14 metres of 6.5 gpT, ending in 0.65 metres of 15.8 gpT @ 492 metres down hole). The 

deep hit is significant, given that the style of shear-hosted veins found at Clarence Stream tend to 

run deep elsewhere in Eastern Canada. 

• Richard Zone: The most recent discovery of the three new zones, Richard, was found in January 

2019. What caught our attention was that it is midway between the GMZ and Jubilee zones and 

connects them in virtually a straight line, sub-paralleling the Sawyer Brook Fault and the intrusion 

to the north. Interestingly, there was only a weak soil anomaly, yet Richard is shaping up to be as 

good as GMZ and better than Jubilee, both of which had much larger, stronger soil anomalies. 

Our analysis of Richard’s 23 drill holes with significant intercepts indicates an impressive (for open 

pit) average grade of 3.9 gpT over 14.9 metres, with a true width of about 62%. While not quite as 

high a grade as GMZ, Richard has had wider intercepts, yet the average gold tenor, as measured 

by grade x width, is almost the same (59 versus 57, respectively). The grade and widths look 

attractive for underground mining, given that three discernable veins have been identified thus far, 

two stronger than the third. Note that Richard has had fewer holes than GMZ, to date. The veins 

dip to the south at about 65º and plunge to the west. Richard’s most westerly drill hole is Hole 93 

which was revised in a May 11 press release to 2.4 gpT over 30 metres, starting at a vertical 

depth of 170 metres, additional assays having been received. Within that was a 1-metre 

intersection of 33.2 gpT. Further assays are pending. Hole 93 narrowed the gap between Jubilee 

and Richard to 350 metres. Richard remains open to the east with, as noted earlier, a gap of  

570 metres untested between it and the GMZ. Additionally, it looks like Richard has a high-grade 

core shaping up. The May 11 press release shows that intersections from seven holes align down 

plunge and average 3.5 metres @ 21.9 gpT (our calculation).  

mailto:2m%20of%209.7gpT
mailto:11m@1.2gpT
mailto:11m@1.2gpT
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Plethora of Upside Sources  

Mike Sutton, Vice President of Exploration, has an interesting way of describing Clarence Stream’s 

upside. He played a cornerstone role in the Colombian discovery that predecessor Galway Resources 

eventually sold for $340 million. “We loved the Colombian project, but Clarence Stream is way, way 

better.” One can appreciate this enthusiasm when looking at the plethora of gold indications on the 

property that will build on the existing 0.67Moz gold resource. At the same time, the number of targets 

can be overwhelming to the casual observer. Strangely enough, this might be part of what has 

constrained market enthusiasm for Galway. At this stage of the cycle, when the market’s appetite for 

exploration stories is just beginning to grow (from near-zero), investors like simple stories with high 

grades in the mix. Galway has the high grades, but it is not simple to immediately grasp the potential 

of. Potential acquirers, however, will love this about the company. The exploration upside becomes 

clearer if we peel it like an onion, starting with the macro indications and working through the layers 

down to the upside for the five known zones. Hopefully, it will become clearer to the reader why we 

believe Clarence Stream has multi-million-ounce potential and that it will be a prime exploration region 

for many years. With today’s more active gold market also seeing a sharp pick-up in M&A and many 

hungry acquirers in need of new projects, it remains to be seen how much of this upside Galway will 

be able to reveal. 

Surface Sample Anomalies over Entire Property Suggest Many Targets  

Figure 8 shows the various soil and surface sampling results over parts of the 60,500 hectares 

Clarence Stream property. While some form of geochem or surface sampling has occurred over almost 

all of the 65 kilometres of Sawyer Brook Fault held by Galway, management estimates only a 30% 

proportion of the property has had reasonably thorough surface soil sampling, and 2–5% prospected. 

Surface indications have been a valuable exploration tool, but a “blunt” one. The property was 

glaciated and is covered with a thin layer of glacial till, which makes soil samples less indicative of 

what might be directly below, but still a strong indicator of gold sources in the immediate area as 

attested to by soil targets being drilled leading to the new discoveries. Other tools like geophysics (the 

gold anomalies are expected to be associated with magnetic lows) and outcrop samples also help 

targeting. What makes Figure 13, an earlier version of Figure 8, interesting is that it was taken from the 

November 2017 technical report, at which time only the Jubilee Zone was known to exist of the three 

now-known zones. The report highlighted Jubilee North as a high priority, including strong soils and 

tills and boulders ranging up to 16.5 gpT. This later became the GMZ. All five deposits are associated 

with soil anomalies in mag lows, and there is an abundance of these, as well as gold in glacial till, 

boulder and chip sample anomalies, many of which have much stronger gold indications than those at 

the five deposits but have never been drilled. This is what makes the upside at Clarence Stream so 

intriguing, yet somewhat overwhelming to the casual observer. 

• Gold Is Associated with Intrusions, of Which there Are Many: Granite intrusions are believed 

to be strongly associated with and proximal to the mineralization. They would have provided the 

heat to mobilize the fluids and metals that were deposited in the cracks — the conduits for the 

fluids, and ultimately the quartz veins that host the gold. It is not yet known whether the intrusions 

provided the metals, but it is clear from the five zones discovered to date that proximity to the 

three adjacent intrusions was an important association. So far, gold has only been found on the 

south side of the intrusion associated with the three new zones. It is theorized that gold will also 

be found on the north side, but, so far, there are only encouraging gold in till samples to support 

this theory. Another clue is that drilling to the east of the GMZ seems to be indicating that it is 

bending northward, following the eastern boundary of the intrusion. Time will tell. Figure 7 shows 

the many intrusions that have been identified on the property, as identified by outcrops. Note that 

there are several subtle indicators (gravity highs) that could represent buried intrusions. To date, 

the five zones discovered are believed to be associated with only three intrusions. 

• Depth Potential: Shear-hosted Vein Systems Can Run Deep: Exploration has focused on near-

surface mineralization that could be exploited with open-pit mining. Only 12 of the 162 holes 

drilled to date in the new zones have tested the mineralization deeper than 150 metres. Several of 

the deeper holes have hit strong grades and widths, such as holes CL-88 (6.5 gpT gold over 14 

metres), BL-87 (10.6 gpT gold over 47 metres) and BL-72 (20.7 gpT gold over 9.5 metres). This is 

not surprising because shear-hosted vein mineralization of this nature is classic to Eastern 

Canadian mineralization (think the 75Moz Timmins camp, 75Moz Val d’Or camp, 40Moz Kirkland 

Lake camp). Most often this style of mineralization extends several hundreds of metres, or 
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kilometres, below surface. Chasing mineralization to depth by drilling is expensive, considering a 

700-metre hole might cost $80,000 and is targeting a small structure that it might hit or deviate 

from — or might not be there. Hence, the preference for drilling near-surface targets first. 

Nevertheless, we expect Clarence Stream will have an underground stage later in its life if it 

becomes a mine (as we expect). 

• The 3 New Zones — Gaps over the 2.5 Kilometres Likely to Be Mineralized: As discussed 

earlier, and shown best in Figure 9, drilling has narrowed the gap between the Jubilee and 

Richard zones to 350 metres. Possibly more important could be the 570-metre gap between the 

Richard and GMZ, where only one hole (H88) has been drilled, but had four well-mineralized 

intersections, including the deepest (2 metres of 9.7 gpT, 11 metres of 1.2 gpT, 14 metres of  

6.5 gpT, ending in 0.65 metres of 15.8 gpT @ 492 metres). We concur with management’s view 

that all three zones will eventually tie together, with stronger and weaker veins along the full  

2.5 kilometres, but this will occur after the Q4/Q1 resource update. Consider it low-hanging fruit for 

a subsequent resource estimate.  

• Original South & North Zones Remain Somewhat Open: The South Zone pit resource is twice 

that of the North Zone, but ~10% lower grade (although still attractive at 1.8 gpT). It remains open 

to the south, but particularly to depth, as shown in Figure 11. Galway also believes the North Zone 

looks attractive to the north and somewhat to the south.   

Exploration Program post-COVID-19  

In August 2019, Galway ramped up from one drill to three. These drills remain on the property awaiting 

government approval to start work again post-COVID-19. It is hoped that by the end of May drilling will 

begin. One rig will continue to test and extend the western boundary of Richard (in the gap toward 

Jubilee), another will continue to test and extend the western boundary of the GMZ (in the gap toward 

Richard), while the third will test the new veins recently discovered to the north at the GMZ. The 2020 

exploration budget was originally for 15,000 metres at a cost of C$1.5 million but was subsequently 

increased to 25,000 metres at a cost of C$2.5 million. If drilling can recommence by the end of May, 

Galway may be able to achieve this target despite having over two months of downtime. Year-to-date, 

8,251 metres have been drilled. Drilling can be done year-round, with winter and summer optimal for 

drilling wet areas, such as the shallow lake between the Richard and GMZ. Drilling in New Brunswick 

typically stops for about one month from early April until early May for the spring melt/run-off and 

spring showers. As at year-end 2019, Galway had a cash position of C$6.1 million plus another C$2.0 

million anticipated from C$0.35 warrants that expire on June 8. We would expect the company to raise 

equity if a stronger gold market for explorers, or Galway, occurs. To this point in time, Galway has had 

a strong group of backers, allowing it to raise capital when other exploration companies found it 

impossible. This was the experience of the most recent C$2.9-million raise in January 2020, made up 

of $1.8 million of flow through at C$0.34/share and $1.1 million of hard dollars at C$0.30/share. 

Resource Update Q4 or Q1 

Management’s objective is to have a resource update in Q4 or Q1, although timing will depend on 

when drilling resumes post the pandemic and when some important infill work can be done. We view 

the situation much like taking a snapshot relatively early in a movie. We are not in a position to 

estimate how much the three new zones will have added to Clarence Stream’s existing 390Koz gold @ 

2.0 gpT of M&I and 277Koz gold @ 2.5 gpT of inferred. Looking at the three new zone shapes outlined 

to date, and good hit rate for attractive grades and widths, we would hazard a guess that the total will 

be somewhere in the 1.25Moz range ±20%. Keep in mind that it takes more drilling to outline vein-style 

resources. Holes that are 75–100 metres apart might suffice for a disseminated deposit but are 

unlikely to meet the statistical certainty for even inferred mineralization at Clarence Stream, whereas 

M&I will likely take a spacing of 8–50 metres and inferred 50–75 metres. A significant number of 

mineralized holes will not make it into the upcoming resource. They will, however, provide the low-

hanging fruit to expand a future resource estimate. Furthermore, the drilling to date has generally been 

to a depth of about 150 metres, being open-pit mineable depth, even though the few deep holes have 

shown the mineralization remains strong. 

 

mailto:2m%20of%209.7gpT
mailto:11m@1.2gpT
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Risks 

By its nature, exploration is highly risky. We are encouraged by the experienced team with this style of 

mineralization. That and a property package with many sources of upside are no guarantees of 

success, but they certainly help the odds. One important missing ingredient is metallurgical work. 

Some preliminary work was done on the North and South zones, yielding a reasonably attractive 90% 

recovery, but we would like to see this extended, especially to the three new zones. There is a 

significant amount more visible gold in the GMZ and Richard zones, which could enhance recoveries 

via a gravity circuit, but we would welcome testing for confirmation. The second notable risk is a more 

blanket disclaimer. We have been dealing with public domain data and multiple discussions with 

management, but we have not been able to visit the properties in this time of COVID-19 quarantine for 

our usual site due diligence.  

A Top Pick Among Our Dirt Dozen Explorers 

Hopefully, in this report we have conveyed our belief that the large Clarence Stream property has 

excellent potential to host a multi-million-ounce resource. The Galway geological team has 

demonstrated that the five known deposits will continue to expand, particularly between and at depth 

for the three new zones. Equally important, the team understands some of the key controls to 

mineralization, which will help vector future exploration efforts. Overall, we think Galway has one of the 

most exciting, albeit still early stage, discoveries of the 80 some explorers that we monitor. It might not 

yet have garnered the wide-eyed investor optimism that Wallbridge (WM-T, C$1.00 TP, Speculative 

Buy) and Great Bear (GBR-T, NR) enjoy — two other favourites in our Dirt Dozen list of favourite 

explorers (Figure 15) — but GWM’s market cap is currently only C$54 million, an order of magnitude 

smaller than WM and GBR. At this stage of the cycle, the market seems to pick its favourites and buy 

them. Price seems to be a secondary consideration. While this gives us hope that these flames will 

kindle the broader exploration equity market, it is important to note that the vast majority of explorer 

equities are still damp wood, as far as investors are concerned. Consider the year-to-date relative 

performance by tier, clearly heavily market cap weighted. The gold price has increased 15%, the 

Senior tier 57%, Intermediates 26%, Junior Producers 28%, Developers 17% and the 80 some 

explorers we monitor 6%. However, over the past month, the smaller caps have shown signs of life: 

4% gold price increase; 10% Seniors; 24% Intermediates; 29% Junior Producers; 32% Developers; 

and 27% Explorers. We think Galway is dry-kindling ready to catch fire as the exploration market heats 

up. 

Rating and Target Price 

We are not able to underpin a fundamental target price with a valuation for Galway — not at this early 

stage. Rather, we can qualitatively position it relative to its peers. Of the 80 exploration stories we 

monitor, the median market cap is C$39 million and the average is C$79 million. At its current 

C$0.42/share Galway’s market cap is C$54 million. We believe Galway is far better than average and 

among the best we follow. Of the 80 exploration stories, 13–14 have market caps of ~C$150 million, or 

more. We are also cautiously optimistic that the current gold price of ~$1,750/oz could move higher in 

the next few years, although it may well go lower first as the market reigns in some of its enthusiasm, 

once the reality of COVID-19’s long-term impact on economic activity becomes clearer. While the 

larger caps like the Senior and Intermediate tiers have recovered about 60% of their share price highs 

of the last cycle, the Explorers have recovered only about 25%, we estimate. The upside could be 

explosive, therefore, but we are more conservative thinking, given the overhanging influence of the 

ETF market, which is dominated by large-cap stocks. That said, we quite easily can see the 

Exploration tier doubling over the next year or two and Galway doubling that performance, hence our 

Speculative Buy rating and C$1.00 target price. 
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Source: Company filings 

 

Figure 2: Location of Galway Metal’s Two Canadian Properties – Clarence Stream in NB and Estrades in Quebec 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Company filings. 

Figure 3: Galway Current Resource Base (note Clarence Stream is as at 2017; update target Q4/20) 

 

 

Source: Company filings 



  Galway Metals Inc. 

 

 

Paradigm Capital Inc. | IIROC/TSX member  Page | 11 

INITIATION REPORT | May 21, 2020 

 

 

Figure 4: Clarence Stream Project Well Located in SW New Brunswick 

 

 

Source: Company filings 
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Figure 5: Clarence Stream Resource 

The company released an updated NI 43-101 resource estimate prepared by SRK Consulting (U.S.) in September 2017, which 
included for the first time, a pit-constrained resource. All prior resource estimates were based on underground mining only but there 
are wide, high-grade and near-surface intersects in both the South and North zones that indicated the potential for pit development.  

Updated Mineral Resource Statement for Gold, Clarence Stream Gold Deposit, New Brunswick, Canada, by SRK 
Consulting (U.S.) Inc., August 21, 2017  

Area Cutoff Grade Au (g/t) Class Tonnes(000) Au Grade (g/t)  Au Ounces (000) 

North Pit 0.42 

Measured 28 2.96  2.7 

Indicated 1,593 1.96  100.4 

M&I 1,622 1.98  103.0 

Inferred 1,838 2.09  123.3 

South Pit 0.42 

Measured 207 1.66  11.0 

Indicated 4,081 1.81  38.0 

M&I 4,289 1.81  249.0 

Inferred 709 1.31  29.9 

Total Pit 0.42 

Measured 236 1.81  13.7 

Indicated 5,675 1.86  338.4 

M&I 5,910 1.85  352.2 

Inferred 2,723 1.87  153.1 

Underground 2.55 
Indicated 267 4.39  37.8 

Inferred 862 4.48  124.1 

Total Gold Resource Variable 

Measured 236 1.82  14.0 

Indicated 5,941 1.97  376.0 

M&I 6,178 1.96  390.0 

Inferred 3,409 2.53  277.0 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Company filings, Paradigm Capital Inc. 
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Updated Mineral Resource Statement for Antimony, Clarence Stream Gold Deposit, New Brunswick, Canada, by SRK 
Consulting (U.S.) Inc., August 21, 2017  

Area Class Tonnes(000) Sb Grade (%) Sb Pounds (000) 
Au Eq 

Grade (g/t) Ounces (000) 

North Pit 

Inferred 

1,153 0.50 12,746 1.1 42.5 

South Pit 1,421 0.28 8,633 0.6 28.8 

Underground 162 0.18 650 0.4 2.2 

Total Sb Resource 2,736 0.37 22,030 0.8 73.4 

Notes for the Clarence Stream Mineral Resource Statement for Gold  

1. Mineral resources are not mineral reserves and do not have demonstrated economic viability. There is no certainty that 
any part of the mineral resources estimated will be converted into mineral reserves. 

2. Pit-constrained resources as stated are contained within a potentially economically minable pit; pit optimization was based 
on an assumed gold price of US$1,350/oz (C$1,687.50/oz at a 0.8:1 CAD/USD conversion rate), an gold recovery of 90%, 

a mining cost of C$3.00/t, an ore processing and G&A cost of C$20.00/t and pit slopes of 45. 

Source: Company filings 
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Figure 6: Major Trend Runs Through East Coast – Including Haile Mine, Marathon Project & Clarence Stream 
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Source: Company filings 
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Figure 7: Clarence Stream Project Showing Multiple Intrusions (Pinks) to Which the Shear-Hosted Mineralization Is 
Associated 

 

 

Source: Company filings 
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Figure 8: Multiple Soil and Surface Sample Targets Across the Clarence Stream Property (these have been found to be 
strong indicators of where to find mineralization) 

 

Source: Company filings 
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Figure 9: Drill Hole Map of the 3 New Zones Found since 2017 (Galway has been demonstrating that they connect) 

 

 

Source: Company filings. 
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Figure 10: Longitudinal of the 3 New Zones 

 

Source: Company filings 
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Figure 11: South Zone (note that high-grade veins extend below the pit and below the underground inferred resource) 

 

Source: Company filings. 
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Figure 12: North Zone 

 

Source: Company filings 
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Figure 13: Gold in Soils and Till Clarence Stream Property from Nov. 2017 Technical Report (note this was before discovery 
of the Richard & GMZ zones but shows the area as a priority) 

 

Source: Company filings 
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Figure 14: Gold Below South Zone Pit – Good Chance of Being Mineable via Underground Methods 

 

Source: Company filings 
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Figure 15: Our Dirt Dozen Explorers and Relative Performance  

Don MacLean, Senior Analyst, 416-360-3459 David Davidson, Senior Analyst, 416-360-3462

Don Blyth, Analyst, 416-360-3461 Jeff Woolley, Analyst, 416-361-9557

Lauren McConnell, Analyst, 416-366-7776 Gordon Lawson, Analyst, 416-363-5476

Emma Williams, Associate, 416-361-0628 Jamie Carmichael, Associate, 416-365-5297

Basic Shares Share Share
Outstanding Cap. Price Three Six 2020 Volume Turnover Country of

(M) (US$M) ($) High Low Day Week Month Months Months Year YTD (000s) (%) Incorporation

Precious Metal Explorers - Paradigm Capital "Dirt Dozen" Index

Cabral Gold Inc. CBR-TSX.V 61.7 $6 C$ 0.15 0.19 0.07 -10% -10% 8% -7% 8% -16% 8% 537 0.87% Canada

Cartier Resources Inc. ECR-TSX.V 191.6 $26 C$ 0.19 0.22 0.07 0% 12% 46% 6% 46% 65% 23% 268 0.14% Canada

Galway Metals Inc. GWM-TSX.V 128.8 $39 C$ 0.42 0.46 0.27 -1% 1% 22% 19% 38% 32% 24% 168 0.13% Canada

Great Bear Resources GBR-TSX.V 47.5 $403 C$ 11.84 13.19 2.53 1% 4% 61% 42% 105% 351% 46% 195 0.41% Canada

Maritime Resources Corp. MAE-TSX.V 245.8 $14 C$ 0.08 0.12 0.05 6% 13% 42% 21% 13% -11% 13% 815 0.33% Canada

Moneta Porcupine Mines ME-TSX 311.5 $38 C$ 0.17 0.18 0.06 0% 13% 70% 55% 62% 79% 36% 748 0.24% Canada

Northern Superior Resources SUP-TSX.V 44.6 $11 C$ 0.35 0.42 0.07 -7% -2% 41% 63% 225% 97% 141% 70 0.16% Canada

Reunion Gold Corp. RGD-TSX.V 432.0 $31 C$ 0.10 0.34 0.07 -10% 0% -10% -31% -40% -53% -36% 537 0.12% Canada

Revival Gold Inc. RVG-TSX.V 55.4 $34 C$ 0.85 1.01 0.33 0% 18% 21% 6% 31% 75% 31% 79 0.14% Canada

Roscan Gold Corp. ROS-TSX.V 191.4 $62 C$ 0.46 0.46 0.10 -10% 5% 55% 165% 273% 204% 215% 964 0.50% Canada

Wallbridge Mining Company WM-TSX 591.7 $441 C$ 1.04 1.07 0.27 13% 22% 67% 31% 95% 200% 29% 6,431 1.09% Canada

"Dirt Dozen" Average $101 -2% 7% 39% 34% 78% 93% 48% 983 0.38%

"Dirt Dozen" Median $34 0% 5% 42% 21% 46% 75% 29% 537 0.24%
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APPENDIX I: Estrades Property, Quebec 

In addition to Clarence Stream, GWM also owns 100% of the past-producing Estrades mine and 

surrounding claims in Western Quebec, about 95 kilometres north of La Sarre, Quebec. The past-

producing Estrades mine produced 175Kt between 1990 and 1991 at metal grades of 13% zinc,  

6.4 gpT gold, 1.1% copper and 172 gpT silver. Existing infrastructure includes a 200-mm deep ramp 

and a ventilation raise. GWM’s land package also includes the related Newiska concessions and 

adjacent Casa Berardi claims, which are largely contiguous and comprise 31 kilometres of strike 

length.  

The resource is a polymetallic VMS deposit (gold/silver/zinc/copper/lead) and hosts three distinct 

mineralized trends at the Estrades Unit, Newiska and Casa Berardi. The Estrades Unit includes four 

zones which, to date, have shown good continuity over 1.8km of strike length. The deepest drill hole to 

date hit sulphide mineralization 900 metres below surface (below the past mine workings). The Casa-

Berardi Break is a graphitic fault with injections of quartz-carbonate veining, located ~2 kilometres 

north of the Estrades Unit. The Newiska Block is a sericite-chlorite alternation zone (up to 300 metres 

wide) that has been intersected over a strike length of 3.8 kilometres.  

The most recent mineral resource statement, published in September 2018, details an indicated 

resource of 1.5Mt grading 11.28 gpT AuEq for 543Koz contained AuEq, and an inferred resource of 

2.2Mt grading 7.36gpT AuEq for 520K contained AuEq. Compared to a prior 2016 mineral resource 

estimate, this represented a 15% increase in indicated tonnage and 80% in inferred tonnage. To date, 

exploration has been focused on step-out drilling rather than infill, as evidenced by the large delta in 

Inferred tonnage in the 2018 resource estimate compared to 2016. GWM’s 2019/2020 focus has been 

to further define the mineralization at the Estrades Unit, by conducting downhole geophysics and 

follow-up drilling on the deep hole located below the Main Zone at Estrades in the hopes of extending 

the zone below 900 metres depth, and further drilling to expand a high-grade area found east of the 

ramp. 

 

Figure 16:  Estrades Property Longitudinal Section 

 

Source: Company filings 
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