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Quick Read
De Grey Mining (DEG) has released an updated resource for its Mallina Project in the
Pilbara region of Western Australia. The resource has grown from 1.7Moz to 2.2Moz at an
average grade of 1.8g/t gold. Importantly, this resource only incorporates drilling to the
end of 2019 and does not include the recent Hemi discovery. Argonaut estimates that
Hemi could already contain ~2.8Moz alone based on drill results to date. We regard DEG
as a key pick in the ASX gold developer sector, with the potential for the Mallina project
to host several multi-million ounce deposits. SPEC BUY recommendation.
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Resources grow to 2.2Moz: DEG has released a resource update for its Mallina Project
with 37.4Mt at 1.8g/t gold containing 2.2Moz. This is a 29% increase on the previous
resource of 1.7Moz. This estimate does not include the recent Hemi discovery, which
Argonaut currently estimates at ~2.8Moz based on drilling to date. It does include
upgrades to the Withnell (+40%), Withnell Underground (+9%), Toweranna (+47%) and
Mallina (+91%) deposits. The resource is 30% oxide, 29% free milling fresh rock and 41%
sulphide geology.
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Hemi the main game: While the existing deposits of Mallina constitute a significant
resource, Hemi remains the main focus for DEG. This discovery is likely to form the centre
of gravity for project development. Argonaut can see Hemi growing to a +3Moz resource.
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Strong news flow: DEG should continue to deliver positive news flow from ongoing drilling
at the Hemi discovery. We are expecting assay results from holes HERC032, HERC033 and
HERC034, all of which showed significant sulphide mineralisation. These holes have the
potential to extend the Brolga Zone mineralised width and strike to the southwest. DEG
should be in a position to release a maiden resource for Hemi by mid-2020. We also expect
the Company will drill some regional targets and follow up on anomalous air core drill
holes. Of particular note is a mineralised trend to the northwest of the Aquila Zone, which
could represent a third parallel zone of mineralisation. This anomaly is interpreted to sit
over an intrusive body and a major fault structure (a similar setting to Hemi). Nearby
prospects, including Antwerp, Scooby and Shaggy are also analogues for Hemi with
anomalous gold in aircore drilling. Scooby looks particularly attractive with an intercept
of 14m at 3.5g/t, just 1.5km east of Hemi. As the Mallina Project has a mix of free milling
and refractory mineralisation, metallurgical test work for Hemi will be highly anticipated.
Given that Hemi is most analogous to the free milling Toweranna deposit with intrusive
host geology, we predict mineralisation will not be highly refractory.

Recommendation
Please refer to important disclosures
at end of the report (from page 5)

Argonaut maintains a SPEC BUY recommendation.
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Resource update
The Mallina resource has increased
from 1.7Moz to 2.2Moz…

…incorporating 49% in the
Measured and Indicated status

DEG has released a resource update for its Mallina Project with 37.4Mt at 1.8g/t gold
containing 2.2Moz. This is a 29% increase on the previous resource of 1.7Moz. The open
pit resources apply a 0.5g/t lower cut-off grade and the Withnell and Toweranna
underground resources apply a lower cut-off grade of 2g/t. This estimate does not
include the recent Hemi discovery which Argonaut currently estimates at ~2.8Moz based
on drilling to date. The resource incorporates:
•
•
•
•
•

Measured and Indicated (49%) 19.0 Mt at 1.7g/t Au for 1.1Moz Au
Inferred (51%) 18.5Mt at 1.9g/t Au for 1.1Moz Au
Oxide (30%) 13.6Mt at 1.5g/t Au for 0.64Moz Au
Free Milling (29%) 11.0Mt at 1.8g/t Au for 0.62Moz Au
Sulphide (41%) 12.8Mt at 2.2g/t Au for 0.90Moz Au

Table 1. Mallina Project updated Mineral Resource by mining area and deposit

Importantly, this resource does not
include the recent Hemi
discovery…

…which Argonaut estimates could
contain 2.8Moz based on drilling to
date

Source: DEG
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Strong news flow to come
DEG should continue to deliver positive news flow from ongoing drilling at the Hemi
discovery. We are expecting assay results from holes HERC032, HERC033 and HERC034,
all of which showed significant sulphide mineralisation with the potential to extend the
Brolga mineralised width and strike to the southwest.

Figure 1. Map of Mallina deposits and prospects

Source: DEG

Figure 2. Plan view of drill lines in the Brolga Zone of the Hemi discovery

Source: DEG
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Figure 3. Cross-sections showing drill holes with sulphide mineralisation and assays pending

Source: DEG

Regional targets untested
We also expect the Company will drill some regional targets and follow up on anomalous
air core drill holes. Of particular note is a mineralised trend to the northwest of the Aquila
Zone, which could represent a third parallel zone of mineralisation. This anomaly is
interpreted to sit over an intrusive body and a major fault structure (a similar setting to
Hemi). Nearby prospects, including Antwerp, Scooby and Shaggy are also analogues for
Hemi with anomalous gold in aircore drilling.
Figure 4. Gold target to the northwest of the Aquila Zone at Hemi

Source: DEG (edited by Argonaut)
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report may contain general financial product advice and you should therefore consider the appropriateness of the
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effort to ensure the information in this report is accurate, but we do not make any representation or warranty that it is
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