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The first half of 2016 has seen a constant stream of bad news for the nuclear fleet in the US with more announcements of premature closures.  This coupled with the very slow process of restarting nuclear units in Japan continues to negatively impact the uranium market.   These short term issues are at odds with the more positive long term views as nuclear power continues to gain acceptance as a necessary low carbon generation option in the fight against climate change 

The spot price of uranium has continued to fall.  The current price of $26.50/lb represents about a 25% drop since the beginning of the year. The result is that stock prices of nearly all uranium companies are in negative territory, as they have been each year for several years and many junior mining companies are gone.  While there are more positive trends for the longer term, these negative price pressures will remain in the short to medium term until there is more positive news from the US and Japan.  

 
 Price CDN$ YTD (%) 1yr (%) 1yr (%) 1yr (%) 1yr (%) 

Company June 30/16 June 30/16 
   2015  2014 2013 2012 

Cameco    CCO-T 14.19 -16.9 -10.4 -13.6 +12.5 +6.4 
Denison    DML-T 0.71 +1.4 -38.1 -12.4 -2.3 -3.1 
ForsysFYS-T 0.055 -31.3 -52.9 -59.5 -47.5 +9.6 
Mega        MGA-T 0.15 +114 -44.0 +38.9 -25 -40 Toro       TOE-AX 0.045 -31.8 -17.5 +9.4 -40.8 +10 
Paladin     PDN-T 0.195 -22 -25.4 -24.7 -59.5 -22.5 
Energy Fuels EFRT 2.91 -29 -32.7    
Ur Part          U-T 4.03 -21.4 -0.40 -8.8 +4.6 -3.9 
UEX          UEX-T 0.225 +50 -47.4 -27.8 -33 -10.6 
Ur Energy URE-T 0.77 -13.5 -10.1 -31.3 +73.5 -4.6 
Fission FCU-T 0.69 -15.9 -4.7 -19.6   

 
Demand is taking a hit in the short and medium term 
A huge milestone has been achieved in the United States as Watts Bar Unit 2 produced its first electricity; becoming the first new nuclear plant in the US to start up in 20 years since Watts Bar Unit 1 came into service in 1996.  Unfortunately, this good news was overshadowed by the announcement by Exelon that its Quad Cities and Clinton power stations would close.  Soon after a decision was taken to close the Fort Calhoun plant in Omaha and to not extend the lives of the Diablo Canyon plants in California.   

With anywhere from 15 to 20 nuclear plants potentially subject to early closure, this will have a real impact on uranium demand as the US loses 10% or more of its world leading fleet. 
While efforts are continuing to find ways to stop the bloodshed, and with some signs of possible good news in New York State to provide subsidies to save upstate NY plants from closure; there is still no clear near term solution to the larger problem of markets that need reform. 
At the same time Japan continues to struggle with bringing back its nuclear fleet into operation.  Local opposition is 
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continuing to cause delays and today, there are only 2 plants in operation. 
Massive new mines are impacting supply 
In Canada, the Cigar Lake mine continues to reach its full production of 18 million lbs by 2017. Cameco has also announced it will close its Rabbit Lake operation in 2016 as a result of market conditions. 
China will be entering the big leagues in uranium supply next year when the Husab mine in Namibia starts up.  This elephant is expected to add about 15 million lbs to the market each year once it reaches full production.  
And Kazakhstan continues to increase its year over year production with no end in sight.  Only a few years ago, a small player, Kazakhstan now out produces the world’s next major producer Canada by more than double. 
Taking the long view 
At the “Three Amigos” summit in Canada the last week of June, the three leaders of Canada, the US and Mexico, set a target of generating half of North America’s power from non-carbon-emitting sources by 2025.  
For Canada, that is not a stretch as the country already gets more than 80 percent of its electricity from clean sources, including hydro, solar, wind, and nuclear. For Mexico and the U.S., however, it will be tougher.  Mexico gets about one-quarter of its electricity from clean sources including two nuclear plants, while the U.S. gets around one-third including 100 nuclear plants, the most of any country in the world.  
Nuclear plants in the U.S. currently provide about 20 percent of the country’s electricity, but as stated above, utilities recently have closed or announced plans to close several large nuclear plants. If that power is replaced by fossil fuels, it would dramatically increase emissions of greenhouse gases. Getting to the target of 50 percent clean energy generation is probably unattainable without significant contributions from nuclear power. 
It will be up to the next president to determine whether the Obama Administration’s goal is ever attained.  

Hillary Clinton has announced a sweeping plan for increasing renewable energy if elected, but she has flip-flopped several times over the years on whether nuclear power should be part of the nation’s energy portfolio. Most recently, she says her “Clean Energy Challenge” would include grants to support new nuclear construction. 
Donald Trump, meanwhile, has historically said he supports nuclear power, but his “America First” energy plan focuses mainly on increasing fossil-fuel production and loosening environmental regulations.  
Canada’s new government has accepted nuclear power as a clean energy option but it is not yet clear how and if this will translate into new infrastructure investment.  
While the British government has stated that the vote to leave the EU would not impact support for nuclear, it is hard to see quick decisions during a time of such political uncertainty.   
Nuclear sector growth 
In spite of all this apparent gloom and doom, the nuclear industry remains strong.  With 62 reactors under construction world-wide; led by China, this is the largest nuclear new build construction in more than a quarter century.  As China continues to meet their stated objective of 58GW by 2020, this period of weak uranium prices presents an opportunity to further build strong inventories for the future. 
With many current and pre-emptive leaders finally mentioning nuclear power along with solar and wind in their Clean Energy Strategies, it is remains to be seen if they will grasp the ‘necessity of nuclear’ in time to meet their non-carbon targets.  Breakthroughs in Sweden where the Greens have accepted the need for continued nuclear operation to meet climate goals are an important element giving confidence that the world may indeed see the need. 
About MZConsulting 
MZConsulting advises governments, utilities and others interested in new build nuclear and investment in uranium companies.

 


