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Recommendation: Gold Road is a speculative buy in a deeply depressed market
for gold explorers. The company is on track to deliver a steady stream of
exploration results from its Gruyere discovery and other projects during January
and February. Gruyere is shaping up as a low grade, +1 moz Resource grading

1.2 to 1.3 g/t Au, but could be in excess of 2 moz.

Gold Road is a well funded explorer with just over $8 million in the bank and a further
~$5 million of funding to come from its JV partner Sumitomo Mining. Sumitomo is
earning up to a 50% interest in the southern portion of GOR’s large, Yamarna Greenstone
Belt project, on the eastern margin of the Yilgarn Craton.

The company has high-graded 5 project areas within its vast project area, based on
stratigraphic, geophysical and geochemical regional studies. Its South Dorothy Hills
project has revealed the relatively high grade YAM14 supergene deposit in contact with
greenstone hosted gold, as well as the promising Gruyere deposit, 9 km to the north.

So far, Gruyere has a strike extent of over 800 metres and tapers down from 180 metres
in width in the north to about 30 metres in the south, but is open in both directions and a
depth below 100 metres. Drilling shows consistent grades of over 1 g/t across wide zones
that should average about 1.2 g/t gold.

StockAnalysis thinks that by March ‘14, the company should be able to announce a
Resource containing about 1 million ounces. If extension drilling planned for
December ‘13 extends mineralisation north, then a target of 1.5 moz is likely to a
depth of just 150 metres and 2 moz will not be far behind if deeper drilling proves
lateral extensions along strike.
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Gold Road’s existing Resources occur in several
deposits that amount to 1.26 moz at a grade of
1.5 g/t, including 201,100 ounces grading 7.7
g/t at the Central Bore deposit. Prior to
announcing the Gruyere discovery, Gold Road
was trading with a market capitalisation of
about $21 million, or just $17 per oz of gold in
JORC Resources. With a prospective Resource
lift of at least 1 moz likely by March and a
further 1 moz in target if drilling continues to
show northerly extension of the 180 m wide
mineralised zone, the stock is likely to see a
substantial re-rating.

Gruyere shows signs of being a very low cost
operation, even with its low grade. A low waste to
ore ratio for open pit mining of less than 1:1 and
simple metallurgy should keep operating costs
low and enable Gold Road to emulate Regis,
which achieves very low costs from low grade
deposits around 1 g/t Au.

Applying its previous market capitalisation rating
to a projected 2.3 moz of gold in Resource implies
a target market capitalisation of around the
current price of $39 million, however unlike its
existing Resources, which don’t contain much in
the way of a Reserve, the Gruyere deposit looks
like having a very high conversion ratio or
Resource to Reserve if the gold price remains
above A$1,350/0z.

Applying the current poor market rating of around
$31 per ounce of gold in Resource, the addition of
1 moz of gold in one, compact deposit should
boost the company’s share price towards 15 cents
per share.
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Small research operations/investment publications like StockAnalysis depend on the cooperation of their subscribers to
stay in business. If you pay for and value the information we provide please don’t copy StockAnalysis to others.

The information or advice (including any financial product advice) herein is believed to be reliable and accurate when issued however,
Strachan Corporate Pty Ltd ABN 39 079812945; AFSL 259730 (“Strachan”), does not warrant its completeness, reliability or accuracy.
Strachan, its Directors and their Associates from time to time may hold shares in the securities mentioned in this report and therefore
may benefit from any increase in the price of those securities. Opinions and estimates constitute Strachan’s judgment. The author
certifies that the views expressed in this document accurately reflect the analyst's personal views about the subject company and are
subject to change without notice. Strachan, its officers, agents and employees exclude all liability whatsoever, in negligence or
otherwise, for any loss or damage relating to this document to the full extent permitted by law. This material is not intended as an
offer or solicitation for the purchase or sale of any financial instrument. The investments and strategies discussed herein may not be
suitable for all investors. In preparing such general advice no account was taken of the investment objectives, financial situation and
particular needs of a particular person. Therefore, before acting on the advice, you should consider the appropriateness of the advice,
having regard to your objectives, financial situation and needs. There may be a product disclosure statement or other offer document
for the securities and financial products we write about in StockAnalysis. You should obtain a copy of the product disclosure statement
or offer document before making any decision about whether to acquire the security or product. If you have any doubts you should
contact your investment advisor. The investments discussed may fluctuate in price and changes in commodity prices and exchange
rates may have adverse effects on the value of investments.

Since January 2011, Strachan Corporate has undertaken commissioned research or provided corporate advisory services to the following
companies, for which it has received a fee. Lion Energy, FAR Ltd, Nexus Energy, Tungsten Mining, Strata-X Energy, Sumatra Copper and
Gold, Galaxy Resources, Quest Petroleum, Eaglewood Energy, Balamara Resources, Zeta Petroleum, Phoenix Resources, Solimar Energy,
Apollo Consolidated, NuEnergy Gas, Philips River, Jatenergy, TUC Resources, Verus Investments, PMI Gold, Iron Ore Holdings, Grand Gulf,
Elk Petroleum, Transerv Energy, Mutiny Gold, Castlemaine Goldfields, European Gas, European Energy, Norwest Energy, Mako Energy,
Oilex, Matsa Resources, Mindax Resources, Iron Road, Aurora Minerals. In addition, over that period Strachan Corporate has delivered
lectures at several Universities, provided expert witness statements and confidential financial services and advice to listed companies,
several private investment companies and institutions as well as private investors. Disclosure of interests in these confidential actions by
Strachan Corporate is only appropriate should Strachan Corporate determine a potential for conflict of interest.

The author has small holdings in shares of ACE, modest holdings in NEN, BHP, TPT, SRI, ADX, OEL, COF, SUN, HZN, TAP, AWE, TSE,
ANZ, PTM, NST, and WPL and larger holdings in CUE, FZR and HAV.
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