Panoramic Resources Ltd. (PAN.ASX)
3QFY10 result — On track for ~18kt of Ni in FY10

3QFY10 Group production was 4,314t Ni contained in ore and concentrate,
up 6% on previous quarter. Increased ore mined and increased grades at
Lanfranchi more than offset reduced milled tonnes and lower grades at Savannah.

Production at Savannah during the quarter was 1,623t of nickel in
concentrate, ~18% lower than the December quarter of 1,917 tonnes. Ore
mined in 3QFY10 at Savannah was slightly lower than 2QFY10, while ore milled during
the quarter was ~8% lower, at 156.1kt, due to a planned maintenance shutdown.
Further contributing to lower production was unexpectedly lower head grades. Nickel
grades mined in the quarter were 1.21% Ni and 0.55% Cu vs 1.32% Ni and 0.73% Cu
in 2QFY10.

Production at Lanfranchi during the quarter was 2,691t of nickel in ore,
~25% higher than the December quarter of 2,161 tonnes. While a ~22%
increase in tonnes mined was the largest factor positively effecting nickel production,
mined grades increases from 2.43% Ni in 2QFY10 to 2.48% Ni in 3QFY10 also
contributed to the higher throughput.

Production guidance. PAN stated FY10 production is forecast to be at the low end
of previously given guidance of 18,000-19,000 tonnes of contained nickel.

We have revised our nickel price forecasts for the balance of FY10 and FY11 and
consequently revised PAN’s FY10 and FY11 earnings estimates upwards. Our FY10
forecast eps adj. has increased 38%, from 23cps to 32cps and our FY11
forecast eps adj. has increased 81%, from 17cps to 31cps.

Valuation. Our DCF based valuation for PAN has increased to $2.76/share from
$2.63/share and our year-forward valuation has increased to $2.87/share
from $2.70/share. The change in valuation largely reflects our increased price
assumptions but is offset by a downward revaluation of the hedge book and rolling
the model six months forward.

Recommendation. We maintain our BUY recommendation and have
increased our price target to $2.90/share from $2.70/share, broadly in line
with our one-year forward valuation. Our increased price target results from
increasing our near term nickel price assumptions.

Year to June ($m) 2009a 2010e 2011e 2012e 2013e
Revenue 228.7 298.5 284.8 246.1 215.6
% change -4% 31% -5% -14% -12%
EBITDA 81.2 138.0 129.3 98.7 68.2
EBITDA margin 35% 46% 45% 40% 32%
NPAT rep 5.6 66.6 69.6 54.5 36.7
NPAT adj 24.0 66.6 69.6 54.5 36.7
EPS adj (c) 12.4 32.0 334 26.1 17.6
% change -56% 158% 4% -22% -33%
Dividend (c) 3.0 18.5 13.7 10.7 7.2
PER (x) 14.6 7.8 7.5 9.5 14.2
EV/EBITDA (x) 3.6 2.6 2.3 2.3 2.6
Yield (%) 0.0 7.3 5.4 4.2 2.8

Figures adjusted for NRIs and amortisation of intangibles
Source: Company, Foster Stockbroking
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3QFY10 PRODUCTION RESULT

3QFY10 Group production was 4,314t Ni contained in ore and concentrate, up
6% on previous quarter. Increased ore mined and increased grades at Lanfranchi more
than offset reduced milled tonnes and lower grades at Savannah. Group cash costs
increased ~3% to $5.73/Ib (US$5.18/Ib). We consider the slight increase in costs as
negligible considering the upward pressures on input costs in the resources industry in
general due to the general pickup in activity in the sector.

Production at Savannah during the quarter was 1,623t of nickel in concentrate,
~18% lower than the December quarter of 1,917 tonnes. Ore mined in 3QFY10 at
Savannah was slightly lower than 2QFY10, while ore milled during the quarter was ~8%
lower, at 156.1kt, due to a planned maintenance shutdown. Further contributing to lower
production was unexpectedly lower head grades. Nickel grades mined in 3QFY10 were
1.21% Ni and 0.55% Cu vs 1.32% Ni and 0.73% Cu in 2QFY10.

Production at Lanfranchi during the quarter was 2,691t of nickel in ore, ~25%
higher than the December quarter of 2,161 tonnes. While a ~22% increase in tonnes
mined was the largest factor positively effecting nickel production, mined grades increases
from 2.43% Ni in 2QFY10 to 2.48% Ni in 3QFY10 also contributed to the higher throughput.

PAN stated FY10 production is forecast to be at the low end of previously given
guidance of 18,000-19,000 tonnes of contained nickel plus cobalt and copper credits.

The graph below indicates that, despite a very small increase in costs during the quarter,
PAN’s Group margins have increased significantly due to stronger nickel prices
which have extended into the final quarter of FY10.

Quarterly production results and costs for the last seven quarters
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Source: Company, FSB research.

PAN ended the period with $101m in cash plus $38m in receivables and $2.6m in finance
liabilities.

PAN is continuing to explore for possible extensions to both Savannah and Lanfranchi mine
lives. Some of the most encouraging results during the quarter came from West Lanfranchi
where underground drilling beyond the current resource intersected 5.27m @ 3.81% Ni,
7.45m @ 3.96% Ni, 7.13m @ 4.40% Ni and 9.4m @ 2.99% Ni.
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PANORAMIC RESOURCES LTD
INCREASED NICKEL PRICE ASSUMPTIONS

Given continued strength in nickel prices in CY10 to date, we have increased our FY10 and
FY11 nickel price assumptions. Our FY10 nickel price average price assumes nickel prices
remain around current levels for the balance of FY10. We have made a similar assumption
regarding the AUD/USD. We have increased our FY11 nickel price forecast to US$10.00/Ib
from US$8.00/Ib previously. Our long term nickel price forecast remains unchanged at
US$7.00/Ib.

Changes in nickel price and exchange rate assumptions — year ending June

Nickel price 2010 2011 2012 LT
New Us$/Ib 9.29 10.00 8.00 7.00
Old Us$/Ib 7.99 8.00 8.00 7.00
Change % 16.3% 25% - -
AUD/USD

New 0.92 0.85 0.85 0.85
Old 0.85 0.85 0.85 0.85
Change % 8.2% - - -

Source: Iress, FSB research

EARNINGS OUTLOOK

In our view, a combination of higher forecast nickel prices and higher forecast
production in 4QFY10 compared to 3QFY10 will result in PAN achieving
significantly higher profits than we previously estimated.

PAN estimated that FY10 production at Savannah to be in the range of 7,400t and 7,500t.
Production at Lanfranchi for FY10 is estimated by the company to be between 10,400t and
10,500t. Using the midpoint of these two guidance ranges implies PAN expects a significant
4QFY10 as shown below.

PAN Group Quarterly nickel production — Actual to Mar Q and June Q forecast
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Source: Iress, Company, FSB research. *4QFY10 is the midpoint of PAN's guidance, which we assume in our modeling.

The significant impact higher production levels combined with higher nickel prices can have
at an operational level, and subsequent margins, is demonstrated in the table over the

page.
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Group operational margin comparisons — 3QFY10 Actual vs 4QFY10 estimate

3QFY10a 4QFY10e
Group production Mib 9.5 11.0
Payable nickel (~58%) Mib 5.5 6.4
Ni price A$/Ib 10.05 12.00
Group Ni cash cost A$/Ib 5.73 5.75
Group operating margin A$/Ib 4.32 6.25
Group operating margin A$m 23.8 39.9

Source: Iress, Company, FSB research

Given our revised nickel price forecasts for the balance of FY10 and FY11 we have revised
PAN’s FY10 and FY11 earnings estimates upwards. Our FY10 eps adj. forecast has
increased 38%, from 23cps to 32cps and our FY1l1l eps adj. forecast has
increased 81%, from 17cps to 31cps. Other changes to our earnings assumptions are
shown below.

Revised forecasts (A$m)

FY10 FY11
old New Change old New Change |

Sales revenue 241.3 262.7 9% 254.0 301.7 19%
Other revenue 34.6 35.9 4% -2.4 -16.9 602%
Total revenue 275.9 298.5 8% 251.5 284.8 13%
EBITDA 117.0 138.0 18% 91.8 121.3 32%
EBITDA margin (%) 48.5 525 8% 36.1 40.2 11%
D & A tangibles 51.9 47.3 -9% 47.7 37.7 -21%
EBIT 65.0 90.7 40% 44.1 83.7 90%
EBIT margin (%) 26.9 345 28% 17.4 27.7 60%
Net Interest/(income) -3.4 -3.7 11% -6.5 -7.7 19%
Profit before tax 68.4 94.5 38% 50.6 91.3 81%
Tax exp / (benefit) 20.0 27.8 39% 15.2 27.4 81%
NPAT pre minorities 48.4 66.6 38% 35.4 63.9 81%
Minority Interests 0.0 0.0 nm 0.0 0.0 nm

NPAT pre sig items 48.4 66.6 38% 35.4 63.9 81%
Significant items 0.0 0.0 nm 0.0 0.0 nm

NPAT rep 48.4 66.6 38% 35.4 63.9 81%
NPAT adj 48.4 66.6 38% 35.4 63.9 81%
EPS adj 23.2 32.0 38% 17.0 30.6 81%

Source: FSB research

VALUATION AND RECOMMENDATION

Our DCF based valuation for PAN has increased to $2.76/share from $2.63/share and our
year-forward valuation has increased to $2.87/share from $2.70/share. The change
in valuation largely reflects our increased price assumptions but is offset by a downward
revaluation of the hedge book and rolling the model six months forward.

We maintain our BUY recommendation and have increased our price target to
$2.90/share (from $2.70/share), broadly in line with our year-forward valuation. Our
increased price target results from increasing our near term nickel price assumptions.

Short term catalysts include:
e A stronger than anticipated FY10 profit;
e The possible re-start of the Copernicus open pit later in 2010;
e  Further brownfield exploration success; &
e Continued strength in global nickel prices.
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Panoramic Resources Ltd (PAN)

Full Year Ended 30 Jun
Profit and Loss ($m)
Sales revenue

Other revenue

Total revenue
EBITDA

EBITDA margin (%)

D & A tangibles

EBIT

EBIT margin (%)

Net interest exp. / (inc.)
Profit before tax
Tax exp / (benefit)
NPAT pre minorities
Minoritiy Interests
NPAT pre sig items
Significant items

NPAT reported
NPAT adjusted*

EPS adj ¢

2009a
228.7
1.2
229.9
81.2
35.5
49.5
31.7
13.9
0.0
31.7
7.7
24.0
0.0
24.0
-18.4
5.6
24.0
12.4

2010e
262.7
35.9
298.5
138.0
52.5
47.3
90.7
34.5
-3.7
94.5
27.8
66.6
0.0
66.6
0.0
66.6
66.6
32.0

ROKING

2011e
301.7
-16.9
284.8
129.3
42.9
37.7
91.7
30.4
-7.8
99.5
29.8
69.6
0.0
69.6
0.0
69.6
69.6
33.4

2012e
246.1
0.0
246.1
98.7
40.1
37.6
61.1
24.8
-16.8
77.9
23.4
545
0.0
54.5
0.0
545
545
26.1

PANORAMIC RESOURCES LTD

Half Year Ended 31 Dec
Profit and Loss ($m)
Sales revenue

Other revenue

Total revenue
EBITDA

EBITDA margin (%)

D & A tangibles

EBIT

EBIT margin (%)

Net interest exp. / (inc.)
Profit before tax
Tax exp / (benefit)
NPAT pre minorities
Minoritiy Interests
NPAT pre sig items
Significant items

NPAT reported
NPAT adjusted*

EPS adj ¢

1H10a 2H10e
111.5 151.2
20.8 15.1
132.2 166.3
58.7 79.3
52.7 52.4
27.6 19.7
31.1 59.6
27.9 39.4
-1.1 -2.6
32.2 62.2
9.2 18.7
23.1 43.6
0.0 0.0
23.1 43.6
0.0 0.0
23.1 43.6
23.1 43.6
11.1 20.9

1H11le

164.7
-12.3
1524
70.7
42.9
18.8
51.8
31.5
-3.6
55.5
16.6
38.8
0.0
38.8
0.0
38.8
38.8
18.6

2H11le

137.0
-4.6
1324
58.7
42.8
18.8
39.8
29.1
-4.2
44.0
13.2
30.8
0.0
30.8
0.0
30.8
30.8
14.8

*NPAT adjusted for significant items and amortisation of intangibles *NPAT adjusted for significant items and amortisation of intangibles
Cash Flow ($m) 2009a 2010e 2011e 2012e Balance Sheet ($m) 2009a 2010e 201le 2012e

EBITDA

Net Interest

Tax

A Working Capital
Other

Operating Cashflow
Capex

Net Acquisitions
Exploration and Evaluation
Other

Investing Cashflow
Equity proceeds

Debt proceeds

Debt repayment
Dividends paid

Other

Financing Cashflow
Net Cashflow

Effect of exchange rate A
Ratios 2009a 2010e 2011le 2012e

EPSrep c

EPS adj ¢

EPS adj growth (%)
PER x

EV/EBITDA x

EV/EBIT x

Payout ratio

DPS Total ¢

Yield (%)

Average RoE (%)
Average RoA (%)
Gearing (ND/ND+E) (%)
Net interest cover x
ND/EBITDA x

NTA ($ per share)
WA # shares on issue

81.2
2.9
-24.9
-19.4
-6.3
33.5
-57.5
-0.5
-3.1
-17.3
-78.4
0.2
0.0
-4.7
-11.5
0.0
-16.1
-60.9

3.0
12.8
-55.0
20.0
5.1
2.6
0.2
3.0
0.0
0.0
0.0
nm
nm
nm
1.52
187.8

134.8
3.7
-4.2
5.6
25.3
165.3
-27.4
0.0
-0.7
0.0
-28.1
0.0
0.0
-3.4
-24.5
0.0
-27.9
109.3

32.7
32.7
155.5
7.8
2.6
1.5
0.6
18.5
7.3
21.6
16.3
nm
nm
nm
1.54
204.0

129.3
7.8
-35.3
5.1
-0.9
106.1
-9.3
0.0
0.0
0.0
-9.3
0.0
0.0
0.0
-33.0
0.0
-33.0
63.9

34.1
34.1
4.5
7.5
2.3
1.4
0.4
13.7
5.4
19.5
15.3
nm
nm
nm
1.75
204.0

98.7
16.8
-13.2
-9.5
0.0
929
-8.4
0.0
0.0
0.0
-84
0.0
0.0
0.0
-12.3
0.0
-12.3
72.1

26.7
26.7
-21.7
9.5
2.3
1.6
0.4
10.7
4.2
14.0
11.0
nm
nm
nm
1.91
204.0

Cash 67.3 176.6 240.4 312.6
Receivables 30.4 24.9 24.9 24.9
Inventories 14.8 14.8 14.8 14.8
PPE 199.7 185.6 157.2 127.9
Exploration 18.7 13.3 13.3 13.3
Investments 0.0 0.0 0.0 0.0
Other 49.4 2.3 3.2 3.2
Total Assets 380.3 417.4 453.7 496.6
Accounts payable 30.8 28.0 28.0 28.0
Provisions 10.0 18.7 18.7 18.7
Tax liabilities 45.2 49.6 44.1 54.3
Debt 6.6 3.2 3.2 3.2
Other 1.4 3.3 3.3 3.3
Total Liabilities 94.0 102.7 97.2 1074
Reserves and capital 172.9 156.2 156.2 156.2
Retained earnings 113.4 158.5 200.3 233.0
Minorities 0.0 0.0 0.0 0.0
Total Equity 286.3 314.7 356.5 389.2
Price and production 2010 2011 2012 LT
Nickel (US$/Ib) 9.29 10.00 8.00 7.00
Copper (US$/Ib) 2.92 3.00 3.00 2.50
Cobalt (US$/Ib) 15.25 15.25 15.25 15.25
AUD/USD 0.90 0.85 0.85 0.85
Production (Ni in con./ore) 2010 2011 2012 2013
Savannah 7,436 7,957 7,948 7,948
Lanfranchi 10,460 9,920 9,920 9,920
Total (tonnes 17,895 17,877 17,868 17,868
Valuation now one year
$m $ ps $m $ ps
Savannah 194.3 0.95 165.2 0.81
Lanfranchi 216.6 1.06 179.5 0.88
Corp/Exploration -2.8 -0.01 3.4 0.02
Net cash / (debt) 173.4 0.85 237.2 1.16
Hedge book -17.6 -0.09 0.2 0.00
NPV 563.9 2.76 585.5 2.87

Source: Company, FSB research
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Foster Stockbroking recommendation ratings: Buy = return >10%; Hold = return between —10% and 10%; Sell = return <-
10%. Spec Buy = return > 20% for stock with very high risk. All other ratings are for stocks with low-to-high risk. Returns
quoted are annual.

Important Notice:

Disclaimer & Disclosure of Interests. Foster Stockbroking Pty Limited has prepared this report. This document contains
general securities advice only. In preparing the report, Foster Stockbroking did not take into account the specific investment
objectives, financial situation or particular needs of any specific recipient. The report is published only for informational
purposes and is not to be construed as a solicitation or an offer to buy or sell any securities or related financial instruments.
Foster Stockbroking is not aware that a recipient intends to rely on this report and is not aware of the manner in which it will
be used by the recipient. Investors must obtain personal financial advice from their investment advisor to determine whether
the information contained in this report is appropriate to the investor’s financial circumstances. Recipients should not regard
the report as a substitute for the exercise of their own judgment. The views expressed in this report are that of the analyst
named on the cover page, and no part of compensation of the analyst is directly related to inclusion of specific
recommendations or views in this report. The analyst receives compensation partly based on Foster Stockbroking revenues,
including any investment banking and proprietary trading revenues, as well as performance measures such as accuracy and
efficacy of both recommendations and research reports. Foster Stockbroking believes that the information contained in this
document is correct and that any estimates, opinions, conclusions or recommendations are reasonably held or made at the
time of its compilation in an honest and fair manner that is not compromised. However, no representation or warranty is made
as to the accuracy, completeness or reliability of any estimates, opinions, conclusions or recommendations (which may change
without notice) or other information contained in this document and, to the maximum extent permitted by law, Foster
Stockbroking disclaims all liability and responsibility for any direct or indirect loss or damage which may be suffered by any
recipient through relying on anything contained in or omitted from this document. Foster Stockbroking is under no obligation
to update or keep current the information contained herein and has no obligation to tell you when opinions or information in
this report change. Foster Stockbroking, and its directors, officers and employees or clients may have or had interests in the
securities of the instruments referred to herein, and may make purchases or sales in them as principal or agent at any time
and may effect transactions which may not be consistent with the opinion set out in this report. Foster Stockbroking and its
Associates state that they may earn brokerage, fees or other benefits from securities referred to in this report. Furthermore,
Foster Stockbroking may have or have had a relationship with or may provide or has provided investment banking, capital
markets and/or other financial services to the relevant company.

Specific disclosure: The analyst, Foster Stockbroking and/or associated parties have beneficial ownership or other interests
in securities issued by Panoramic Resources at the time of this report. Diligent care has been taken by the analyst to maintain
an honest and fair objectivity in writing the report and making the recommendation.
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