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Metal prices may be high but the prices of small mining exploration companies have been falling over the past few months. In the six months to the end of March, Starvest’s net asset value (NAV) fell by a quarter to £11.5m, while the discount to NAV had widened to 45 per cent. That’s a discount level not seen since the first quarter of 2007. And there could be worse to come, as the Aussie chairman, chief executive, and leading 23 per cent shareholder, Bruce Rowan, thinks it is entirely possible that the NAV will fall further before market sentiment improves.
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At the end of March, the largest holding (accounting for around 10 per cent of the portfolio) was Oracle Coalfields. Oracle has extensive exploration rights over 100 sq km of the Indus East coalfield in Sindh Province, Pakistan, and is intent on moving from Plus Markets to the Alternative Investment Market (Aim) shortly. 

Other prominent investments include two Turkish gold explorers (Kefi Minerals and Ariana Resources) and the Australian copper and nickel explorer, Regency Mines. Starvest also has a stake in Myhome - a domestic service franchiser, which recently reported impressive results despite poor share price performance since last summer. The only new investment is the Plus-quoted Cap Energy, which has acquired interests in oil and gas resources in Oklahoma, Wyoming and Texas.
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A wonder-holding in African Platinum shares and warrants has kept Starvest profitable for the past few years. The original investment was just £100,000 in May 2002 at 1p a share plus 10m warrants exercisable at the same price. A number of shares have been sold in the intervening years and then this summer platinum major, Impala, bid 55p a share cash. The result is a big profit in the 12 months to end-September 2007, a maiden dividend, a share buy-back and a lot of cash to reinvest.

And much of that money has been invested. New holdings include two private companies: Lotus Resources which has gold prospects in China and hopes to move to Plus shortly and then Aim in 2008 and Treslow. It is about to start drilling a copper-nickel prospect in north-west Ontario, Canada and also move to Aim, possibly next year. New holdings in traded shares include Ariana Resources exploring for gold across Turkey and Oracle Coalfields which earlier this year was granted an exploration licence over 100 sq km area of the Indus East coalfield in Sindh Province, Pakistan. Starvest has also topped up its holdings in Canadian gold explorer Fundy and Agricola Resources which is searching for uranium in Finland and Sweden.

At end-September, 72 per cent of the portfolio was invested in natural resources. The two largest holdings being Alberta-based platinum metals explorer Franconia and MyHome International which franchises domestic cleaning services in the UK and now also in Australia. Together they account for more than 40 per cent of the value of the new look portfolio.
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Starvest's share price has romped ahead in 2007 thanks to a buoyant stock market for many mining minnows and a bumper gain made from the sale of a final tranche of shares in African Platinum taken over in May 2007 by Impala Platinum. The final disposal raised £4.54m.

So is there another big winner amongst Starvest’s portfolio of 28 shareholdings? Possibly and the best prospect is its largest holding: some six per cent of Franconia Minerals now listed on the Toronto Stock Exchange. Its most advanced project is platinum metals exploration at Birch Lake and nearby Maturi in north east Minnesota and said to contain the equivalent of 5.9m oz of gold. 

Approximately a third of the planned 18-hole drilling programme in 2007 has been completed. The other two largest holdings are UK domestic cleaning franchiser Myhome, and Regency Mines. The latter has a 60 per cent stake in Aussie mining explorer Red Rock and a stake in Tasmanian gold explorer Greatland Gold. Starvest has separate stakes in both Red Rock and Greatland. 

During the three months to end-June 2007, Starvest added Belmore, an Irish zinc explorer, to its holdings in companies traded on Plus Markets, along with listed three private companies due to go public later this year. They are Mexican gold and silver explorer Durango Gold, Chinese gold explorer Lotus Resources and Pakistani coal miner Oracle Coalfields.

At end-June, the value of cash and listed investments net of £1m of debt was about £6.6m.
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African Platinum (AP) has been Starvest's wonder investment. Before AP joined Aim in May 2002, Starvest invested £100,000 and acquired warrants exercisable at 1p a share over a further 10m shares. Then, over the next three years, AP shares were regularly sold, to account for most of the reported profits. 

Now, however, platinum major Impala has agreed a bid of 55p a share for AP, which will bring in cash of £4.54m in June. after tax. A modest portion of that money will be used to pay a special 1p dividend and the rest will be used to finance follow-on investments as well as new share stakes, probably in mining companies. These will be added to the existing 27-strong share portfolio, in which AP accounts for 28 per cent, followed by UK residential cleaning franchisor Myhome, at 16 per cent, and Toronto-listed Franconia Minerals, which accounts for 14 per cent. 

Last month, Starvest agreed a £1m loan deal and it has since used part of that money to take an 18 per cent stake in Aim-listed Bulgarian and Turkish gold explorer Kefi Minerals. It has also purchased a stake in Pakistan-based Oracle Coalfields, which has an 80 per cent interest in a company with a five-year, 100 sq km exploration licence over the Khorewah coalfield in Sindh Province. Oracle will come to Plus Markets shortly via an offer for subscription at 5p a share.

