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URANIUM MACRO UPDATE

Kazakhstan Increases Taxes on Uranium Production
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Yesterday the government of Kazakhstan
introduced sweeping changes to its mineral
extraction tax (MET) rate on uranium production.
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KAZAKHSTAN URANIUM TAX HIKE

Yesterday the government of Kazakhstan introduced sweeping changes to its
mineral extraction tax (MET) rate on uranium production. The current MET is
effectively a top-line revenue royalty and will increase from 6% to 9% in
2025. Beginning in 2026, the MET will then change to a tiered system ranging
from 4% of revenue on production <500 tU/year (1.3 MMIb U3Os/year) up to
18% of revenue on production >4,000 tU/year (10.4 MMIlb U;Os/year).
Additional MET ranging from 0.5-2.5% will apply to revenues generated on
production sold at spot uranium prices ranging from >$70/1b U3sOs to >$110/1b
U;0s. The tiered MET scheme is outlined in Exhibit 1 below.

Exhibit 1. Updated Kazakhstan Uranium Mineral Extraction Tax (MET)

Annual production valume Rate, %
Up to and including 500 tonnes 4%
Up to and including 1,000 lonnes 6%
Up to and including 2,000 tonnes %
Up to and including 3,000 lonnes 12%
Up to and including 4,000 tonnes 15%
Above 4 000 lonnes 1B%
Waighled average UgDg price Additional rate, %
Above 570/b 0.5%
Above 380/b 1.0%
Above 5390/1b 1.5%
Abova 3100/1b 2.0%
Above 3110/1b 2.5%

Source: Kazatomprom

IMPLICATIONS OF KAZAKH URANIUM TAX HIKE

Kazakhstan is the world’s largest uranium producer (by country), accounting for
~43% of global supply, followed by Canada (~15%), Namibia (~11%), and
Australia (~9%). The pending changes/increases to the country’s MET on
uranium production therefore have significant implications to the industry more
broadly, which in our view, all point towards higher uranium prices. Our key
takeaways on the higher MET include:

* Increases the effective royalty rate on Kazakhstan uranium production
from 6.0 to ~10.5% on average, ot put more simply, adds ~$4/1b U3Os
to operating costs. Expect Kazatomprom, to the extent it can, to pass
these higher costs on to its customers in the form of higher term market
prices.

® The new MET framework is tiered and therefore disincentivizes
production growth as Kazatomprom will presumably, to the extent it
can, produce just below the specified thresholds (500 tU, 1,000 tU, 2,000
tU, 3,000 tU, and 4,000 tU) such as to not trigger additional tax.

* Aswe understand the language, the new tiered MET tax scheme applies
to the size of subsoil use contracts, not the consolidated production
level of the uranium wellfield. Therefore, the uranium wellfields in
Kazakhstan that are covered by one subsoil use contract are impacted
far more negatively (higher taxes) than the uranium wellfields that are
covered by multiple smaller subsoil use contracts. This places a higher
tax burden on the Russian (Rosatom) and French (Orano) joint-venture
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Kazakhstan operations. Moreover, the new MET scheme now
effectively prioritizes the future development of smaller uranium
wellfields in the country as opposed to the largest ones that are covered
by a single subsoil use contract (higher taxes).

SUMMARY OF URANIUM TAX HIKE IMPLICATIONS

In our view the new MET announced yesterday will a) increase Kazakhstan-origin
uranium production costs thereby driving higher spot and term uranium prices,
b) disincentivize Kazakhstan uranium production growth and c) cause further bi-
furcation in the market whereby U.S., Canada, and Australia-origin uranium
receives a greater premium. On this final point, we note the trading action in the
uranium equities yesterday whereby Kazatomprom sold-off considerably,
counterbalanced by strong performance from the North American-domiciled
uranium producers and developers (KAP -5.6% vs. CCJ +9.7%, DNN +8.7%,
EU +8.4%, UUUU +6.6%, FCU +4.7%, GLO +10.0%, NXE +8.9%, URG
+6.5%, U.UN +2.2%, YCA +3.6%).

NEXT MAJOR CATALYST FOR THE URANIUM SECTOR

Kazatomprom is scheduled to report its Q2/24 operations/trading update on or
about August 1. In our view, 2024 production guidance of 21.0-22.5 KtU (54.6-
58.5 MMIb U3Og) 1s likely to be maintained but 2025 guidance (to be updated on
or about August 23) of 30.5-31.5 KtU (79.3-81.9 MMIb U3Og) is highly likely to
be reduced (and has been telegraphed by the company). Based on our channel
checks and surveys, utilities are expecting a 2025 guidance reduction in the order
of 10% to 27.5-28.4 KtU (71.4-73.7 MMIb U;Og), and investors are expecting a
2025 guidance reduction in the order of 15% to 25.9-26.8 KtU (67.4-69.6 MMIb
U30g). Should Kazatomprom reduce 2025 production guidance to more in-line
with 2024 levels, which is not our base case but is certainly a possibility, we would
expect spot uranium prices to rally higher and the uranium equities to follow.

Exhibit 2. Updated Uranium Supply/Demand Model
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Exhibit 3. Uranium Equities Under Coverage

Company Ticker Target Multiple Price Target Rating
Cameco CCJ-US/CCO-CN 50/50 blend, 2.50x $48.00/C$64.00 Hold
NAVPS/25.0x
2025E CFPS
Denison DNN-US/DML-CN 1.50x NAVPS $6.00/C$8.00 Buy
enCore Energy EU-US/CN 1.50x NAVPS $8.00/C$10.00 Buy
Energy Fuels UUUU-US/EFR-CN  1.50x NAVPS $9.25/C$12.25 Buy(S)
Fission Uranium FCU-CN Restricted
Global Atomic GLO-CN 0.75x NAVPS C$6.00 Buy(S)
Sprott Physical U U.UN/U.U-CN 1.05xNAVPU  $31.00/C$41.50 Buy
Ur-Energy URG-US/URE-CN 1.50x NAVPS $4.50/C$5.75 Buy
Yellow Cake YCA-LSE 1.00x NAVPS £9.75 Buy

Source: Cantor Fitzgerald

Exhibit 4. Relative P/NAV Valuation of Covered Uranium Equities

Company Symbol Share Price NAVPS P/NAVPS
Cameco CCJ-US/CCO-CN C$73.11 C$36.02 2.03x
Denison Mines DNN-US/DML-CN C$3.03 C$5.52 0.55x
enCore Energy EU-US/CN $4.40 $5.37 0.82x
Energy Fuels UUUU-US/EFR-CN $6.49 $6.56 0.99x
Fission Uranium FCU-CN Restricted
Global Atomic GLO-CN C$2.09 C$6.91 0.30x
Sprott U @ spot U.U/U.UN-CN C$27.77 C$28.91 0.96x
Sprott U @ $120/Ib U.U/U.UN-CN C$27.77 C$39.45 0.70x
Ur-Energy URG-US/URE-CN $1.47 $2.91 0.50x
Yellow Cake @ spot YCA-LSE £5.95 £6.79 0.88x
Yellow Cake @ $120/lb YCA-LSE £5.95 £9.71 0.61x
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DISCLAIMERS AND DISCLOSURES

Disclaimers

The opinions, estimates and projections contained in this report
are those of Cantor Fitzgerald Canada Corporation. (“CFCC”)
as of the date hereof and are subject to change without notice.
CFCC makes every effort to ensure that the contents have been
compiled or derived from sources believed to be reliable and that
contain information and opinions that are accurate and
complete; however, CFCC makes no representation or warranty,
express or implied, in respect thereof, takes no responsibility for
any errors and omissions which may be contained herein and
accepts no liability whatsoever for any loss arising from any use
of or reliance on this report or its contents. Information may be
available to CFCC that is not herein.

This report is provided, for informational purposes only, to
institutional investor clients of CFCC, and does not constitute
an offer or solicitation to buy or sell any securities discussed
herein in any jurisdiction where such offer or solicitation would
be prohibited. This report is issued and approved for
distribution in Canada, CFCC, a member of the Investment
Industry Regulatory Otrganization of Canada ("IIROC"), the
Toronto Stock Exchange, the TSX Venture Exchange and the
CIPF. This report is has not been reviewed or approved by
Cantor Fitzgerald USA., a member of FINRA. This report is
intended for distribution in the United States only to Major
Institutional Investors (as such term is defined in SEC 15a-6 and
Section 15 of the Securities Exchange Act of 1934, as amended)
and is not intended for the use of any person or entity that is not
a major institutional investor. Major Institutional Investors
receiving this report should effect transactions in securities
discussed in the report through Cantor Fitzgerald USA.

Non US Broker Dealer 15a-6 disclosure: This report is being
distributed by (CF Canada/CF Europe/CF Hong Kong) in the
United States and is intended for distribution in the United
States solely to “major U.S. institutional investors” (as such term
is defined in Rule15a-6 of the U.S. Securities Exchange Act of
1934 and applicable interpretations relating thereto) and is not
intended for the use of any person or entity that is not a major
institutional investor. This material is intended solely for
institutional investors and investors who CFCC reasonably
believes are institutional investors. It is prohibited for
distribution to non-institutional clients including retail clients,
private clients and individual investors. Major Institutional
Investors receiving this report should effect transactions in
securities discussed in this report through CFCC This report has
been prepared in whole or in part by research analysts employed
by non-US affiliates of Cantor Fitzgerald & Co that are not
registered as broker-dealers in the United States. These non-US
research analysts are not registered as associated persons of
Cantor Fitzgerald & Co. and are not licensed or qualified as
research analysts with FINRA or any other US regulatory
authority and, accordingly, may not be subject (among other
things) to FINRA’s restrictions regarding communications by a
research analyst with a subject company, public appearances by
research analysts, and trading securities held by a research analyst
account.
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Potential conflicts of interest

The author of this report is compensated based in part on the
overall revenues of CFCC, a portion of which are generated by
investment banking activities. CFCC may have had, or seek to
have, an investment banking relationship with companies
mentioned in this report. CFCC and/or its officers, directors
and employees may from time to time acquire, hold or sell
securities mentioned herein as principal or agent. Although
CFCC makes every effort possible to avoid conflicts of interest,
readers should assume that a conflict might exist, and therefore
not rely solely on this report when evaluating whether or not to
buy or sell the securities of subject companies.

Disclosures as of July 11, 2024

CFCC has provided investment banking services or received
investment banking related compensation from DNN, EU,
FCU, GLO, URG, UUUU, U.U and YCA within the past 12
months. It has not for CCJ.

The analysts responsible for this research report do not have, either
directly or indirectly, a long or shott position in the shares or
options of any company listed in this report.

The analyst responsible for this report has visited the material
operations of DNN, EU, FCU, UUUU, CCJ and URG. No

payment or reimbursement was received for related travel costs.

Analyst certification

The research analyst whose name appears on this report hereby
certifies that the opinions and recommendations expressed
herein accurately reflect his personal views about the securities,
issuers or industries discussed herein.

Definitions of recommendations

BUY: The stock is attractively priced relative to the company’s
fundamentals and we expect it to appreciate significantly from the
current price over the next 6 to 12 months.

BUY (Speculative): The stock is attractively priced relative to the
company’s fundamentals, however investment in the security carties
a higher degree of risk.

HOLD: The stock is faitly valued, lacks a near term catalyst, or its
execution risk is such that we expect it to trade within a narrow
range of the curtent price in the next 6 to 12 months. The longer
term fundamental value of the company may be materially higher,
but certain milestones/ catalysts have yet to be fully realized.
SELL: The stock is overpriced relative to the company’s
fundamentals, and we expect it to decline from the current price
over the next 6 to 12 months.

TENDER: We believe the offer price by the acquirer is fair and
thus recommend investors tender their shares to the offer.
UNDER REVIEW: We are temporarily placing our
recommendation under review until further information is
disclosed.

Member-Canadian Investor Protection Fund.
Customers' accounts are protected by the Canadian Investor
Protection Fund within specified
limits. A brochure describing the nature and limits of coverage
is available upon request.
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