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Unique Gemstone Exploration 
 

Strong Development Potential 

Shefa Yamim (SEFA LON) based in northern Israel, is exploring a number of 

off-craton volcanic bodies hosting a variety of precious gemstones including 

sapphires, rubies and natural moissanite. The current focus is an alluvial 

deposit which could be rapidly developed through to production at relatively 

low cost. To date the company has yielded encouraging results including bulk 

sampling with precious stone grades of 255cpht including gem corundum of 

over 30 carats in weight. SEFA has in the past received support from De Beers 

who have verified and confirmed the presence of at least one large 

diamondiferous kimberlitic type body and provided significant resources.  

Unique Gemstone Assemblage  

The unusual geological history of the region has resulted in the formation of a 

wide range of precious gemstones. SEFA uniquely offers exposure to 

sapphires, a unique form of corundum known as the Carmel Sapphire
TM

, 

rubies, hibonite and has also discovered the largest natural crystals of 

moissanite ever. Recent academic work by Professor William Griffin of 

Macquarie University has demonstrated through isotopic decay ageing 

analysis that the volcanic rocks are of Permo-Triassic-Jurassic ages and 

despite their location have been exposed to the conditions necessary for 

gemstone formation. The work also indicates that there are further primary 

sources in the region yet to be discovered.  

Strong Coloured Gemstone Market Growth 

Over the past five years the coloured gemstone market has grown from 

US$2.4bn to US$6bn as consumer tastes have trended towards coloured 

stones. Consequently prices have strongly outperformed the price of 

diamonds by around 40% since 2005, based on Gemval indices. We expect 

the market to reach US$10bn within the next decade as the trend continues. 

Recommendation  

SEFA’s current valuation based on a weighted average of bulk sampling 

results to date implies an average per carat value of just US$40/ct. And, 

having listed on the LSE and raised £4.15m we believe that the stock is well 

placed for further development whilst offering attractive exposure to the 

coloured gemstone market. 

We initiate with a Speculative Buy recommendation. 

Company Description 

Shefa Yamim is an exploration and development 
company focused on coloured gemstones in 
northern Israel.  

One Year Price Performance 

 

Price % chg 1mn 3mn 12mn 

 0% 0% n/a 

  

SOURCE: FactSet, as of 11May 2018 close. 
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Investment Case 

Shefa Yamim (SEFA LON) has identified a significant alluvial deposit of precious stones which it intends to rapidly bring 

to commercial production. The presence of a micro-diamond bearing volcanic body with kimberlitic affinities has been 

confirmed by De Beers analysis although the discoveries to date in the alluvial valley fill sediments have been 

dominated by corundum; sapphires, rubies and a new variety known as “Carmel Sapphire
TM

” unique to Northern Israel. 

Shefa Yamim have also found the largest instances of naturally occurring moissanite ever recorded.  This mineral 

assemblage which includes other rare minerals such as hibonite offers investors unique exposure to the precious 

gemstone market which has been growing strongly in recent years. Shefa Yamim is concentrating its efforts on an 

alluvial deposit where coloured gemstones are more frequent while the other areas within the permit area that have 

yielded diamonds are at an earlier stage of exploration development.  

Alluvial gemstone deposits typically have low operating costs and are not capital intensive compared to primary 

deposit projects and, although the geological certainty associated with alluvial deposits is lower these mines typically 

yield higher quality gemstones than primary deposits. Shefa Yamim has an experienced management team with 

extensive experience of Israel’s precious stone industry in terms of cutting, polishing and marketing. It has developed a 

strong track record of exploration success to date resulting in the continued support of leading exploration geologists 

and academics. Shefa Yamim offers investors exposure to the above unique gemstone assemblage via a low cost route 

to production which is set against a backdrop of a long term trend of rising demand and prices for coloured gemstones 

which we expect to continue. We expect the completion of project milestones to unlock the project’s potential value 

which is likely to be supported by rising coloured gemstone prices. 

Project Overview 

Shefa Yamim operates in exploration and prospecting permits covering 614,000 dunam (614km
2
) in northern Israel, 

centred on Mount Carmel and the Kishon River catchment. The latter exploration and prospecting area has been 

divided into the proximal, mid-reach and distal zones. Precious stones have been found throughout the permit area 

although it is the Kishon mid-reach zone where the exploration of an accessible placer formation is most advanced. 

This zone contains a 4.5km long exploration target within which a potential 1.1mnt of gemstone bearing gravels which 

cover just 2.8km of the total length have been delineated. An overall grade, as well as mineral specific grades, has yet 

to be determined and the primary aim currently is to determine an Inferred SAMREC resource. 

Location of Permit Areas, Northern Israel 

 

SOURCE: Company data, wikimedia, VSA Capital Research.  



 

 
 

3 

Although Israel’s precious stone industry contributes significantly to its economy, all diamonds and precious stones for 

cutting and polishing have always been imported. Shefa Yamim is, however, seeking to change this. The unusual off 

craton setting means the area has not been a focus for mineral exploration. It is, however, geologically similar to Tibet 

and Kamchatka where other precious stones have been found. Nevertheless, the nature of the discoveries by Shefa 

Yamim has resulted in special attention from leading geologists and academics as well as De Beers. Shefa Yamim has 

developed an extensive understanding of the local geology whilst identifying low risk targets to rapidly bring into 

production. Furthermore, Shefa Yamim’s management team has remained unchanged since the company was founded 

in 1999 and given the unusual nature of the geology we believe that this long association with the project and the 

expertise that has been gained gives the company a key advantage as it seeks to progress. Around US$30m has been 

invested since the company’s establishment. 

Mid Reach Zone has Rapid Development Potential 

Shefa Yamim developed a source-to-sink geological model (i.e. from the site minerals are eroded to where they are 

deposited) to guide the exploration campaign which divides the catchment area into three main zones; proxi mal, mid 

reach and distal. The company has followed the SAMREC code in its work to date. Gem minerals have been found 

across each of the zones. Although the primary sources lie in the proximal and mid reach zones it is the structural 

confines of the mid reach section which have enabled deposition and created a high priority alluvial target. The Kishon 

Gap is around 400m wide and 4.5km long in between Mount Carmel which rises to 500m above sea level to the West 

and the lower lying Tiv’On Hills to the East.  

Main Zones of Exploration                                  Map of Corundum Distribution 

 

 

 

SOURCE: Company data, VSA Capital Research.                            

Although Shefa Yamim has found gem minerals across the permit area, the formation of the Kishon Gap provides ideal 

conditions for the depositional accumulation of gemstones. The alluvial fans surrounding the Gap, notably from the 

western side of Mount Carmel, have provided boulders, cobbles and other oversized material for building a coarse 

framework conducive to trapping smaller but heavier placer minerals such as precious gemstones. Meanwhile, the 

flank formed by the Tiv’On hills created a confined course for the Kishon River, channelling flows from across the 

Galilean valleys and hills of Mount Carmel concentrating deposition.  

As a consequence Shefa Yamim has focused its efforts on the Mid Reach Zone with 158 drill holes, 24 trenches and 

over 6kt of bulk sampling. The mid reach has been divided into three zones with the drilling and bulk sampling focused  

primarily in Zone 1 as well as 2, whilst relatively little work has been carried out in Zone 3. This work has identified 

basal gravels, hosting gem minerals, of between 0.5-4.0m thick; these are overlain by clays of up to 6m in depth and 

are also occasionally interspersed with clayey lenses. The modelling resulting from the bulk sampling and drilling has 
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Location of Mid Reach Drilling and Bulk Sampling 

 

SOURCE: Company data, VSA Capital Research.  

delineated 1.1mt of precious stone bearing gravels with a stripping ratio of just 1:1.3. This low level of strip ratio has 

very positive implications for the potential operating costs of mining.  

Although the British Geological Survey previously mapped the region in the 1950s the differentiated volcanic bodies of 

Mount Carmel were not identified. This work has been carried out by Shefa Yamim, which has identified multiple 

volcanic complexes and which have been identified as the primary sources of diamonds, moissanite and gem 

corundum as well as volcanic related Kimberlitic Indicator Materials (KIMs). The most important of these, Rak efet, 

which is the only primary source to contain the full mineral assemblage, is just 7km from the Kishon Gap.  

Schematic 3D Model of the Kishon Gap 

 

SOURCE: Company data, VSA Capital Research.  

Exploration Programme Results; Mid Reach 

The nature of alluvial gemstone deposits is such that 

two adjacent samples may have substantially different 

grade potential this is known as the nugget effect. This 

means that poor repeatability of sample results is to be 

expected. The drilling programme and stratigraphic 

studies helps identify relict channels and other 

geomorphic features which have higher potential 

incidences of gemstone deposition. However, this is 

only indicative. That said, compared to primary sources, 

alluvial deposits tend to have a higher proportion of 

gem quality stones and larger average stone size.  

Fluvial systems are highly dynamic and transient; the 

result is that depositional assemblages are highly 

variable at a broad scale over hundreds of metres and 

locally over tens of metres. To date there has been 

significant variation in grade figures from the bulk 

sampling although this is in part due to the variable 

nature of the sample sizes which range between 10-

600t. However, results from some of the larger bulk 

samples have been robust. Shefa Yamim has to date 

drilled 186 holes with 158 within the mid reach zone. A 
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programme of 97 holes in 2014 (in Zone 1) drilling to depths of 1-16m produced strong findings, yielding Target 

Mineral Assemblage (TMA) minerals across all holes. This consistency along with the encouraging bulk sample results 

should provide investors with greater confidence in the project’s potential.  

Satellite Image of Mount Carmel and Bulk Sampling and Drilling Sites 

 

SOURCE: Company data, VSA Capital Research.  

In total, bulk sampling comprising 53 pits has resulted in 11,372t of gravel excavated across the permit area. The 

coarse basal gravel is transported by truck to Shefa Yamim’s wholly owned and dedicated treatment facility in the 

industrial zone at Akko (Acre) where it is scrubbed, screened and jigged before heavy minerals are then hand-picked in 

a secure laboratory by trained personnel. We highlight bulk samples, SY-982, SY-1124 and SY-1174 which 

demonstrated encouraging results. We note in particular the results from the SY-1124 sample which had a total grade 

of 255cpht. This was driven largely by the presence of Carmel Sapphire
TM

, the largest of which was 33.3ct. The largest 

sapphire, in SY-982, was 5.72ct while SY-1124 included one of the major moissanite finds; the world record 4.14mm 

crystal. Overall, 85% of the assemblage was in the 0.01-1.19ct range, 9% between 1.2-2.49ct and 6% larger than 2.5ct. 

Bulk Sampling Highlights  

  

Carmel 
SapphireTM Sapphire Ruby Moissanite 

Hibonite 
Total  

Sample 

/(Zone) Tonnage 

Carats Grade, 
ctpht 

Carats Grade, 
ctpht 

Carats Grade, 
ctpht 

Carats Grade, 
ctpht 

Carats Grade, 
cpht 

Grade, 
ctpht 

SY-982 (2)* 400 29.77 7.44 54.99 13.75 1.97 0.49 5.94 1.49     -            -    23.17 

SY-1124 (1) 400 991.43 247.86 24.27 6.07 0.89 0.22 3.54 0.89           -              -    255.03 

SY-1125 (1) 600 730.17 121.70 40.45 6.74 0.86 0.14 1.32 0.22      5.34      4.39  133.18 

SY-1174 (1) 533 374.31 70.23 41.13 7.72 0.48 0.09 0.84 0.16            -              -    78.19 

SY-1175 (1) 539 165.39 30.68 4.78 0.89 2.15 0.40 0.30 0.06 5.85       1.09    33.11 

SY-1176 (1) 508 28.28     4.71  0.33    0.06  0.01      0.00  0.17     0.03   0.05    0.01  5.67 

SY-1210(1) 551 24.81 4.50 6.02 1.09 0.09 0.02 0.05 0.01 0.05 0.01 5.63 

SY-1211(1) 518 37.87     7.31  26.54   5.12  0.04     0.01  0.09    0.02            -              -     12.46  

SY-1212 (1) 535 42.39    7.92  14.69    2.75  0.03     0.01  0.06     0.01       0.86      0.16   10.85  

SY-1213 (1) 347 21.01    6.05  23.98    6.91  0.02    0.004  0.07   0.02  -       -     12.98  

SY-1214 (1) 530 42.34      7.99  14.85    2.80  0.59    0.11  4.89    0.92       4.89      0.92   11.85  

SY-1226 (1) 399 7.95    1.99  12.99    3.26  -          -    0.07    0.02       0.07      0.02     5.28  

SY-1227 (1) 551 38.23     6.94  55.26 0.03  0.15    0.03  0.04    0.01      3.50     0.63   17.64  

SOURCE: Company Data, VSA Capital Research.*Hibonite was also present in 982 although sample weights have not yet been declared.  
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The funds raised in the recent IPO have in part been used to improve the efficiency of the bulk sampling process and 

increase processing capacity at the company’s facilities in Akko from  approximately 30tpd to 50tpd. This is via two 

additional pumps which will increase the volume of water that can be used along with the new scrubber and additional 

drying equipment in the scrubber; this combination of equipment will reduce the overall time taken to wash material 

from the bulk samples. The company has also added a second sorting line and upgraded jigging equipment to separate 

gravel fractions from 8-25mm in addition to the current sorting of 0.8-1mm size material. 

Total Zone 1 Bulk Sampling Results Mineral Breakdown 

 

Carat Ctpht 

Sapphire             287  4.5 

Carmel SapphireTM          2,513  39.4 

Ruby                  5  0.1 

Moissanite                  7  0.1 

Hibonite                21  0.3 

Garnet           2,177  34.1 

Ilmenite             770  12.1 

Zircon                 37  0.6 

Rutile                  8  0.1 

Total          5,825  91.2 

Total Sample Size, Tonnes          6,384  

 
 

 

 

SOURCE: Company data, VSA Capital Research. 

Processing of the Zone 1 bulk samples has now been completed and the company will now move onto processing 

those samples from Zone 2. Shefa Yamim has yielded close to 6,000cts across its mineral assemblage through its initial 

bulk sampling, finding an impressive range of minerals as well as large stones which have shown promise when 

polished into cabochons. Although as would be expected in an alluvial deposit there is significant variation we are 

encouraged by the results to date. Corundum in the form of sapphires and Carmel Sapphire
TM

 are clearly expected to 

be the most important minerals given the grades so far.   

DCMH Suite Mineral Breakdown Zone 1, cts HIM Suite Mineral Breakdown Zone 1, cts 

 

 

 

SOURCE: Company data, VSA Capital Research. SOURCE: Company data, VSA Capital Research 
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Inferred Resource Estimation 

The bulk sampling and drilling to date provides an encouraging picture for future development. Given the variable 

nature of alluvial deposits, a large volume of bulk sampling is required in order to be considered statistically significant 

and as yet insufficient bulk sampling has been processed to attribute a grade to the target, although Shefa Yamim is 

close to doing so. This would enable a maiden SAMREC Inferred resource to be announced. The competent persons 

report has identified a potential volume of gemstone bearing gravel for zone 1 and zone 2 of around 1.1mnt. We 

highlight that this covers only around 60% of the total area of Zone 1, whilst Zones 1 and 2 account for only a portion 

of the total length of the Kishon Gap exploration area, indicating that there is further exploration potential which 

remains as yet untested, particularly in Zone 3 which is the most downstream zone in the Mid Reach Zone Placer .  

Competent Persons Report, Mineral Resource Estimation 

 

Zone 1 Zone 2 Total 

Total Area (m2) 160,000 365,000 525,000 

Area Covered by Drilling  (m2) 91,000 365,000 456,000 

Percentage 57% 100% 87% 

Area Not Underlain by Basal Gravel (m2) 6,000 0 6,000 

DMC Bearing Gravel, Volume (m3) 240,000 514,000 754,000 

DMC Bearing Gravel, tonnage (mt) 350,000 750,000 1,100,000 

SOURCE: Company Data, VSA Capital Research. 

Support from De Beers, External Geologists and Leading Academics 

The presence of diamonds, along with other gem and industrial minerals formed under high pressure and temperature 

conditions, within the multiple primary sources suggests an unusual off-craton geological history. Owing to the 

successful discoveries to date, Shefa Yamim has previously received support from senior exploration geologists at De 

Beers as well as leading academics. The theories relating to the region’s geological history have been frequently 

updated over the past decade or so as Shefa Yamim has continued to yield further data. 

Shefa Yamim first contacted De Beers in 2003 after the initial discovery of 64 diamonds in a reconaissance drilling 

programme of ten holes in the Distal Zone of the Kishon Valley. De Beers followed up with laboratory analysis and a 

number of field visits. De Beers analyses highlighted the abundance of Kimberlitic Indicator Minerals (KIMs) in 

sufficient quantities to conclude that the volcanic body of the Rakefet Magmatic Complex (RMC) has kimberlitic 

affinities. While this is not to say that the RMC rocks are necessarily diamondiferous the 252kg sample analysed by De 

Beers unusually contained a single micro diamond. This along with the other work, which included further rock 

sampling and dating of the zircons, that De Beers had carried out was sufficient to confirm that the diamonds and 

gemstones that had been discovered by Shefa Yamim were indeed natural and not contaminations from drill bits for 

example.  

De Beers concluded that “the trace element ratios indicate clearly a kimberlitic nature….similar to the kimberlites from 

West Africa”. 

De Beers support and technical expertise lends significant weight to the historical data that Shefa Yamim has compiled 

and its current geological understanding of the region and should give investors’ confidence in the project’s potential. 

As well as from De Beers, Shefa Yamim has received support, since 2014, from leading academics at the Macquarie 

University in Australia who have been studying high pressure and temperature anomalies such as those of Mount 

Carmel.     

This commitment at such an early stage in the project’s development is unusual amongst junior gemstone projects. 

Indeed, while it is common that junior diamond miners acquire properties formerly held by De Beers  or other majors, 

retaining access to resources and exploration geologists as consultants is not. We highlight that the geologists 

Professor Mike de Wit and Dr John Ward, who combined have over seventy years of alluvial diamond exploration 

experience between them, and conducted the initial work by De Beers in 2004, have since left De Beers but continue 
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to support Shefa Yamim as consultant geologists. These factors combined should give investors further confidence in 

the project’s potential.   

Macquarie University Provides Independent Verification of Shefa Yamim’s Findings 

More recently, Macquarie University have devoted significant resources to better understanding why Shefa Yamim has 

been able to find such a suite of gemstones in the Mount Carmel area. Professor William Griffin of the ARC Centre of 

Excellence for Core to Crust Fluid Systems at Macquarie University has been leading the research and produced a 

number of papers which support the revision of the region’s geological history since 2014. The studies have been 

funded independently via the University’s grant programme. We view this independent research into the formation of 

the local geology as a significant factor in de-risking Shefa Yamim’s investment case. 

The most recent work, the results of which were announced in February 2018, has dated rocks  from Mt Carmel and the 

Kishon Mid Reach to the Permo-Triassic-Jurassic periods compared to the majority of volcanic activity in the region 

which is understood to have taken place in the Late Cretaceous. The dating was completed via analysis of zircon 

samples from the Kishon Mid Reach as well as the areas of Mount Carmel which have been identified as likely primary 

deposits. The analysis indicated that as well as matching dates of formation and the sequence of cooling between the 

alluvial samples and primary deposits the ages of the zircons in the Kishon Mid Reach were not only consistent with 

those of Mt Carmel and the primary deposits already identified by Shefa Yamim but that there were other volcanic 

events implying that there are further potential primary sources yet to be discovered. 

Although the most important results are the gemstones that have been discovered through Shefa Yamim’ s exploration 

programmes. This research and the findings which are supportive of the region having experienced suitable conditions 

for the formation of gemstones independently verifies the results that Shefa Yamim has yielded to date. As well as 

confirmation that Israel’s geology is suitable for hosting gemstone deposits and therefore their exploration the 

implication that further primary deposits exist that are yet to be discovered demonstrates the potential for further 

discoveries of deposits as well as indicating additional sources for the alluvial sink deposits in the Kishon Mid Reach.   

Geological Upside 

Mid Reach Potential 

Shefa Yamim is at an advanced stage in completing an inferred mineral resource on the Mid Reach of its  coloured 

gemstone project in Northern Israel. This potential resource of 1.1mnt covers only a portion of the identified 

exploration target of the alluvial placer. We therefore believe that there is further potential for the expansion of the 

resource within the existing exploration target. This is the immediate commercial focus and has a relatively 

inexpensive path to production should further development studies prove positive. Latterly, further exploration of the 

primary sources offers further value potential although these areas are at an early exploratory stage.   

Shefa Yamim through its sampling and drilling has discovered stones of significant weight and siz e. The largest ruby 

found to date was 1.7ct, the largest sapphire was 5.72ct and the largest Carmel SapphireTM was 33.3ct. Alluvial 

gemstone projects as a general rule are notable for yielding on average larger carat stones than primary deposits. This 

combined with Shefa Yamim’s discoveries to date highlight the potential for future exceptional finds.  

Given the current detailed drilling and bulk sampling campaign has focused on a portion of the targeted acreage, which 

cover only a portion of the Mid Reach target area, we believe that there is further value potential that remains to be 

unlocked via the easily accessible, lower risk targets that Shefa Yamim has identified. Indeed, commercial exploitation 

of secondary deposits requires lower capital and operational expenditure than that of primary deposits. This is offset 

by the risk that deposits are unpredictable in terms of mineral grade.  That said, the full 4.5km of the Kishon Gap 

exhibits the necessary conditions for secondary gemstone deposition and further exploration to confirm the existence 

of TMA bearing gravels has the potential to result in an expanded mineral resource and value uplift. 
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Primary Deposits 

The secondary deposits arise from the weathering and erosion of primary volcanic deposits of which Shefa Yamim has 

identified 4; Rakefet, Muhraka, Har Alon and Beit Oren. The majority of exploration work to date has been carried out 

on the Rakefet Magmatic Complex (RMC), which lies on the Southern portion of Mount Carmel and drains to the East 

and North East towards the Kishon Gap 7km away. It is a composite volcanic system comprising intact and reworked 

pyroclastics, lava flows as well as volcanic pipes and dykes. The rocks were previously classified as alkali basalt and 

Shefa Yamim has determined that the volcanic rocks are in fact ultrabasic tuffs and magmatic rock types with 

kimberlitic affinities. Recent research carried out by Macquarie University has now confirmed, via zircon isotope 

analysis, that the deep seated basaltic rocks of Mount Carmel date to the Permo-Triassic-Jurassic periods and that 

these volcanic events which are earlier than much of the region’s other key geological history are consistent with the 

depth of formation and sequence of cooling necessary for gemstone formation.   

To date, Shefa Yamim has completed geological mapping, geophysics, Mobile Metal Ion (MMI) geochemical surveys as 

well as rock and soil sampling that was subsequently analysed at the Akko processing facility. Sampling was to identify 

minerals of the TMA as well as Kimberlitic Mineral Indicators (KIMS). Uniquely of the identified primary sources, the 

RMC contains the full assemblage of the Target Mineral Assemblage (TMA) with all minerals from the DMC and HIM 

suites present; abundant gem corundum, moissanite and the single micro diamond discovered in the 252kg sample 

taken by De Beers in 2004. The presence of the initial 64 diamonds including the 0.88ct stone was a key catalyst in the 

development of the project and gaining initial support from De Beers and other leading experts. Their provision of 

resources as well as support for Shefa Yamim underlines the potential associated with the Mount Carmel project. At 

this stage there is insufficient data to suggest that the primary source at RMC could be economically exploited. 

However, the evidence to date is certainly encouraging and warrants further exploration.    

Map: Volcanic Bodies Within the Permit Area 

 

SOURCE: Company data, VSA Capital Research.  
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With regards to the other three known primary source locations, less extensive exploratory work has been carried out 

to date. Muhraka has also yielded KIMs as well as Carmel Sapphire
TM

, ruby and moissanite whilst the steep slopes 

towards the Kishon valley provide conduits for moving the TMA towards the secondary depos itional settings. The Har 

Alon and Beit Oren sources are more speculative since they no longer form part of the Kishon drainage basin; that said, 

the possibility of paleo drainage should not be ruled out. 

At this stage the alluvial deposits of the Kishon Mid Reach remain the main focus of Shefa Yamim’s commercial 

development efforts. However, further exploration and a greater understanding of the primary sources which feed the 

secondary deposits could lead to the discovery of new commercial deposits of prec ious gemstones within the permits 

area which would offer further upside to investors, particularly the discovery of the primary source of the natural 

moissanite.   
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Unique Gemstone Assemblage 

Shefa Yamim has discovered a unique array of gemstones in both primary and secondary settings. We believe that this 

unique assemblage has significant value and marketing potential. There are two primary groups of mineral suites with 

precious gemstones and heavy minerals.  

The Target Mineral Assemblage (TMA) consists of two mineral suites; 

 The DMCH suite: Diamond, natural moissanite and the gem corundum varieties of sapphire, ruby, Carmel 

Sapphire
TM

 and Hibonite. 

DMCH Suite 

 

SOURCE: Company data, VSA Capital Research.  

 The HIM suite: Heavy Industrial Minerals; zircon, rutile, ilmenite and garnet (this could latterly be added to the 

gem suite on further analysis). 

The focus of commercial production, based on the mid reach bulk sampling, will most likely be the corundum (Carmel 

Sapphire
TM

, sapphire and ruby) as well as the natural moissanite. Although the presence of diamonds has been 

important in the development of the company and in generating significant support from De Beers the finds to date 

are not, in our view, of commercial significance and investors should focus on the potential from coloured gemstones 

and the natural moissanite. Unique to Shefa Yamim is the Carmel Sapphire
TM

 which is a new mineral species of 

corundum and natural moissanite of sufficient size to be considered for the jewellery market.  Also a new and rare 

discovery is hibonite, which was initially assumed to be corundum until further testwork was carried out . Quantitative 

data is not yet available although stones of up to a couple of mm across have been found and the CPR indicates that 

hibonite could form a few percentage points of the overall mineral assemblage.  Furthermore, due to the unusual 

geological history of the region, the sapphires and rubies are unusually high in colour due to high titanium and 

chromium inclusions respectively. Colour is a primary determinant of value and we believe that these properties 

should support the value of stones once they come to be marketed.  

Key Gemstone Properties 

 

Refractive Index (Brilliance) Lustre Index Mohs Hardness 

Diamond 2.42 17.2% 10 

Moissanite  2.65-2.69 20.4% 9.5 

Corundum (ruby and sapphire) 1.76-1.78 7.4% 9.0 

Hibonite 1.79-1.81 Vitreous 7.5-8.0 

SOURCE: GIA, VSA Capital Research. 

Carmel SapphireTM 

The Carmel Sapphire
TM

 is a newly discovered corundum similar in appearance to sapphire, which is “unlike gem 

corundum known from elsewhere in the world”  (Macquarie University). Shefa Yamim intends to market the Carmel 

Sapphire
TM

 as a precious stone which has considerable potential for use in jewellery and has received a trade mark 

from the Israeli Government to market the stones under the name “Carmel Sapphire
TM

”. Shefa Yamim also has backing 

from Macquarie University in Australia who following the polishing and cutting of samples stated that the Carmel 
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Sapphire
TM

 has “unique qualities and significant potential as gemstones”. Additionally, Macquarie University intends to 

make an application to the International Mineralogical Association (IMA) for recognition as a new mineral, shefatazite, 

(Tistarite +titanium-aluminium-zirconium-oxide). 

Corundum is a crystalline form of alumina typically containing traces of iron, titanium, van adium and chromium. It has 

a hardness of 9Mohs, behind diamond’s 10Mohs. Ruby is the red gem variety of corundum, arising from the chromium 

content, while all other gem colours are known as sapphires. The rough Carmel Sapphire
TM

’s are typically black, blue to 

green and brown in colour with the largest found at 33.3ct in weight. Macquarie University has removed the volcanic 

crust and polished examples to demonstrate the potential for the jewellery market. Since the Carmel Sapphire
TM

 forms 

a significant part of the mineral assemblage demonstrating this mineral’s marketing potential is an important part of 

demonstrating the project’s commercial viability.  

The locality of origin of a gemstone can exert a powerful influence on price and demand because of the uni que 

attributes a specific source may impart, for example the high chromium content of Shefa Yamim’s rubies which 

produces an unusually high colour. Aside from the geological history, the lore of certain gem-bearing regions can also 

have an impact on value, with auction houses using laboratory testing to determine the origin to directly inform their 

valuation. This has been known to have had more influence than colour and clarity  particularly in the case of Kashmir 

Sapphires or Burmese Rubies which have traditionally commanded significant premiums due to their known quality 

and cachet. We believe that Israel’s and in particular, Mount Carmel’s religious significance will be a key consideration 

in the valuation of Shefa Yamim’s gemstones, particularly its unique varieties such as the Carmel Sapphire
TM

. Indeed, 

as a unique gemstone this will make its identification for valuation purposes relatively straightforward and underpin 

the value.  

Rough Carmel SapphireTM Cabochon Polished Carmel SapphireTM 

 

 

 

SOURCE: Company data, VSA Capital Research.  

Moissanite 

Moissanite was discovered in 1893 by a French scientist, in a meteorite, and is composed of silicon and carbon. Since 

the mid-1990s a process for the production of synthetic crystals has allowed jewellers to take advantage of its 

attractive properties. Although at a hardness of 9.25-9.5Mohs, it is slightly less hard than diamond, it does in fact have 

a higher refractive index than diamond of 2.65-2.69 versus 2.42 for diamonds. This gives moissanite a brighter 

appearance than diamond. Synthetic moissanite gemstones are exclusively created by Charles & Colvard (CTHR US) in 

the US. The synthetic crystals are typically colourless; however, blue, green, green yellow and yellow also exist. 

Moissanite is a relatively common trace mineral in kimberlites, particularly in Siberia and Tibet although the grains 

discovered previously have typically been ≤100µm in length. The two largest Moissanite crystals found to date have 

been recovered from Shefa Yamim alluvial samples. A 4.1mm crystal was recovered from a bulk sample of 400 tons, 

sample SY-982, reported during August 2012. Sample SY-982 yielded a total of approx. 6 carats of moissanite. The new 

World Record crystal (4.14mm) was recovered from a bulk sample of 400 tons, sample SY-1124, reported on 14 

December, 2015. The Mount Carmel moissanite crystals are black, blue and green with red inclusions caused by 
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intergrown Carmel Sapphire
TM

, ruby and iron silicide. The Gemological Institute of America (GIA) having studied thirty 

of the crystals has confirmed that they are natural moissanite.  

Given the success of synthetic moissanites in the jewellery market, we believe that there is strong commercial 

potential for natural moissanite as an extremely rare precious stone. Shefa Yamim has multiple marketing options for 

the moissanite although it has been suggested by the company that given the quality of the rough stones discovered to 

date and their size, it would not be necessary to cut or polish the stones for use in jewellery. Currently a 1ct flawless 

and colourless synthetic moissanite sold by CTHR is priced at US$599. A natural stone would be expected to achieve a 

higher price than an equivalent synthetic stone whilst the rarity of natural moissanite could significantly enhance that 

value further still.   

Natural Moissanite Discovered by Shefa Yamim 

 

 

 

SOURCE: Company data, VSA Capital Research.  

The unusual geological setting of the region has resulted in the formation of a number of unique gem minerals. The 

size of moissanite crystals found by Shefa Yamim are unlike any discovered elsewhere and the region has experienced 

a particular rare combination of heat and pressure over its geological history. Given these unique circumstances we do 

not rule out the potential for the discovery of larger crystals. Furthermore, Shefa Yamim has yet to confirm absolutely 

the primary source of the moissanite as they have been discovered in varying sizes across the Kishon Valley and on 

Mount Carmel (in particular, the RMC area) suggesting that the mineral has derived largely from the Cretaceous 

volcanic bodies. Although there are still uncertainties, the moissanite offers significant potential, in our view.   
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Sapphire and Ruby 

Sapphire and ruby are amongst the most valuable and most sought after of precious coloured gemstones. The 

traditional sources of production have been Kashmir, Myanmar, Sri Lanka and Thailand although all have experienced 

significantly production volatility owing to political factors amongst other issues. Major sources have also since been 

found in Australia, Madagascar, Mozambique and Vietnam although Australia’s sapphire production has fallen 

significantly since its peak in the 1980s.  

Kishon Valley Rubies Kishon Valley Sapphires 

 

 

 

SOURCE: Company data, VSA Capital Research.  

Rubies and sapphire are both gem varieties of corundum, the term ruby specifically relates to corundum which are red, 

due to the high chromium content. Sapphire is a broader term and can encompass corundum which typically are blue 

or green but may be any colour other than red. Rubies are typically rarer and more valuable than sapphires. Shefa 

Yamim has discovered a significant number of both types of stones with the largest sapphire found to date weighing 

5.72ct and the largest ruby weighing 1.7ct. The colour of the rubies, found to date, which is the most important 

determinant of value, is particularly impressive, in our view. 
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Hibonite 

Following a review by Shefa Yamim and the Macquarie University team, it was determined that stones which were 

initially categorised as non-gem corundum were misidentified and are actually hibonites. The company has confirmed 

that bulk samples SY-982, SY-1124, SY-1174 and SY-1175 all yielded hibonite gemstones of up to a few mm across.  

These samples cover both the primary source rocks and the alluvial deposits of the Mid Reach Zone.  This gemstone is 

extremely rare and has previously only been discovered in a handful of locations globally. Shefa Yamim has discovered 

examples intergrown with grossite, fluorite, spinel and native vanadium of varying quality and size; the largest of 

which was a 2.83ct stone in BS-1214.  

Hibonite Intergrown with Inclusions Hibonite with Fewer Inclusions 

 

 

 

SOURCE: Company data, VSA Capital Research.  

Typically hibonite is yellow to red-brown to black in colour with a hardness of 7.5-8 and scores 1.79-1.81 on the 

refractive index. Its characteristics are therefore comparable to gem corundum although its geological scarcity means 

that it is far less widely used in jewellery or as a stone for investment compared to better known gemstones. Whilst 

quantitative data is not yet available we believe that the discoveries to date indicate a further potentially valuable 

addition to the mineral assemblage. 

Marketing Capability 

It is important to note that whilst Gemfields has adopted an auction process similar to the diamond industry for selling 

its stones, this is unusual practice for the coloured stone industry given the small scale of the majority of producers. 

Therefore a robust and effective marketing strategy is necessary to realise the full value for the stones , particularly the 

unique Carmel SapphireTM and rare natural moissanite. We believe that given Shefa Yamim’s management team’s 

experience in this field as well as the lore of the stones they are well placed to do this.  

Abraham Taub, CEO of Shefa Yamim, has extensive experience of Israel’s diamond industry, having been involved in 

the diamond industry for his whole life beginning with his father’s factory whilst still at school. Abraham previously 

founded the Netanya Diamond Centre, an integrated diamond jewellery business, which expanded first to Jerusalem 

before changing its name to the National Diamond Centre and establishing branches in Belgium, Japan, the UK and t he 

USA. Abraham therefore has considerable experience in the marketing of precious stones and strong local contacts.  

These credentials should, in our view, enable Shefa Yamim to bypass dealers in its marketing process thereby enabling 

greater value to be achieved for the stones. Indeed, Shefa Yamim is already actively building potential marketing 

avenues for its stones and exploring the potential for online purchasing which has been gaining increasing traction in 

recent years. 

Creating a brand in the coloured gemstone arena is important given the fragmented nature of the market. We note the 

success of tanzanite marketing over the past decade which has resulted in strong demand and price growth. The 

company has indicated that it intends to use this as a template for creating a brand for the Carmel Sapphire
TM

 and 
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given the unique nature of this stone we believe that this gives the company a strong advantage in the branding 

process. 

Furthermore, given management’s extensive experience, there is also potential to create a fully integrated operation 

including cutting and polishing which would exponentially increase the value of the gem quality stones Shefa Yamim 

discovers. Shefa Yamim does not intend to sell rough stones wherever possible, indeed, the alternative is to contract 

third parties to cut and polish stones before Shefa Yamim distributes them in final form. This would represent a unique 

integrated business model in the gemstone universe and offers investors’ significant potential upside.  

Located an hour’s drive away from one of the world’s largest gemstone exchanges, Shefa Yamim has a significant 

geographical advantage over peers in Africa and Australia. The company’s management has strong connections in 

terms of gemstone distribution as well as the direct experience of marketing gemstones. This proximity to potential 

consumers should not be underestimated and the fact that Israel is a stable jurisdiction which ranks well above 

traditional gemstone producing nations such as Thailand, Burma and India in terms of ease of doing business and the 

rule of law. Indeed, the majority of coloured stone cutting and polishing takes place in Thailand and India, close to the 

main centres of production and Shefa Yamim would therefore be in a similarly strong position to miners in these 

traditional centres given Israel’s existing infrastructure.  

Key Near Term Catalysts 

Shefa Yamim intends to focus new funding on the development of the Mid Reach Zone. The stock catalysts generally 

relate to those events which continue to technically de-risk and unlocking the potential value. The recent fundraising 

of £4.15m will help the company to achieve these aims.  

 Results from further infill drilling and bulk sampling. Shefa Yamim has carried out 6.4kt of sampling to date from 

Zone 1 primarily and is to carry out a further 4.1kt from Zone 2 as well as 26 drilling survey holes to understand 

the localised stratigraphy. 

 Determination of a grade for the established potential 1.1mnt mineral resource which would result in the 

definition of a maiden SAMREC Inferred Resource covering a portion of the Mid-Reach Zone. 

 Mining License. Israel has adopted British Law in this area and precedents have been set through quarrying for 

construction stone as well as the recent and rapid development of a domestic natural gas industry which has 

transformed Israel into an energy self-sufficient country which even has surplus for export. Aside from the RMC 

which contains the full TMA, moissanite has been discovered widely across the Kishon Valley in the Distal, mid-

reach and proximal zones, outside of the Mount Carmel drainage area. This suggests that the volcanic 

occurrences to the Eastern edges of the exploration area may also be primary sources.  

 Receipt of the Mining License would enable Shefa Yamim to sell the stones that it has to date yielded incidentally 

through bulk sampling and other exploratory work and are currently not saleable under the terms of the 

Exploration permit.  

 Formal acceptance by the IMA of Carmel Sapphire
TM

 as a precious gemstone. 

 Further discoveries of rare minerals such as hibonite. 

Shefa Yamim through the completion of these initial milestones then intends to progress through to a Definitive 

Feasibility Study ahead of construction and production.  
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Strong Coloured Gemstone Market Growth 

The value of the coloured gemstone market has grown by 145% to US$6bn over the past five years. We believe the 

market has the potential to reach US$10bn within the next decade. Coloured gemstone prices have outperform ed 

diamond prices by 37% since 2005 based on Gemval’s indices. This has largely been driven by changing consumer 

tastes which have swung towards coloured stones.  

The coloured stone market is, however, less formal than the diamond market which is why Shefa Yamim’s strong 

distribution network is such a key part of our investment case. The result is that the market is less transparent than the 

diamond market and data is less readily available. Nonetheless anecdotal evidence from auction houses such as 

Bonhams shows that coloured stone prices have reached record levels and lots are far surpassing their estimates. In 

order to sustain the expected growth, new sources of supply will be required.  

Global Trade in Sapphires, Rubies and Emeralds Coloured Gemstone Prices Have Outperformed  

 

 

 

SOURCE: UN Trade Data, VSA Capital Research. SOURCE: Gemval, VSA Capital Research 

  

0.0

1.0

2.0

3.0

4.0

5.0

6.0

7.0

2011 2012 2013 2014 2015 2016

Export Value, Sapphires, Emeralds,
Rubies, US$bn

100

120

140

160

180

200

220 Gemval Aggregate

Diamond SE



 

 
 

18 

Valuation and Peer Group Analysis 

Based on the work to date and using the 1.1mnt exploration target we have demonstrated the current implied 

valuation of the resource and therefore the minimum per carat value which would be required to justify the current 

valuation. It is not possible at this stage of exploration and development to determine a fair target price.  We have 

extrapolated grades from bulk samples around 400t or larger and applied them to the entire exploration target as well 

as providing a weighted average of these results to demonstrate a range of valuation scenarios. 

Implied Valuation Based on Exploration Current 1.1mnt Inferred Exploration Target 

Bulk Sample Bulk Sample Size, t Grade, cpht Current Implied Per Carat Value US$/ct) 

 SY-1124              400              255                                                                 7.2  

 SY-1125              600              133                                                                13.8  

 SY-1174              533                78                                                                23.5  

 SY-1175              539                33                                                               55.5  

 SY-982              400                23                                                                79.3  

SY-1227 551 18                                                             104.2  

 SY-1213              347                13                                                               140.6  

 SY-1211              518                12                                                               147.4  

 SY-1214              529                12                                                               155.0  

SY-1212 535 11                                                            169.3  

 SY-1176              508                  6                                                              324.1  

 SY-1210              551                  6                                                              326.4  

SY-1226 399 5                                                              347.8  

Weighted Average  45                                                                40.4 

SOURCE: Company Data, VSA Capital Research. 

SEFA LON has a current market capitalisation of £15mm, which implies that the minimum average carat value that 

would justify the current valuation is US$40/ct, based on a weighted average grade of 56cpht. This gives Shefa Yamim 

credit for the Mid-Reach zone exploration target in Zones 1 and 2 alone (1.1mnt) and implies per carat pricing in line 

with industrial quality stones. A per carat value at this level undervalues the resource, in our view, given the 

assemblage discovered to date, the strong colour of the rubies and presence of natural moissanite as well as other rare 

gemstones. Furthermore, it does not take into account the primary sources or the remaining area of the Mid Reach not 

within the current exploration target.   

Our sensitivity analysis applies the grade of each bulk sample to the entire exploration target wh ich combined with a 

theoretical per carat value in USD results in an implied market capitalisation presented in USDmn. We have also 

applied the weighted average grade of the above bulk samples to the entire exploration target to imply a market 

capitalisation using on the same per carat values to indicate theoretical valuation potential.  

Recent Gemfields (GEM LN) auctions of rough rubies and emeralds indicate that non-gem or commercial quality 

corundum is valued at between US$0-20/ct. Medium quality rubies have been priced at between US$300-400/ct with 

high quality stones fetching US$600-700/ct. Rubies typically achieve higher prices than sapphires although this 

provides some indication of current market valuations of rough coloured stones.  
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Sensitivity Analysis Demonstrating Implied Valuation of SEFA LON, US$mn 

  

Per carat value, US$/ct 

Bulk Sample 
Resource 

Target, mnt 
Grade, 

cpht 15 30 50 100 250 500 

SY-1226 1.1 5         1              2                    3                     6                      15                     29  

SY-1176 1.1         6           1              2                     3                     6                      16                     31  

SY-1210 1.1          6           1              2                     3                     6                     15                     31  

SY-1211 1.1        12           2              4                     6                   12                     30                     60  

SY-1212 1.1 11          2              4                     7                   14                      34                     69  

SY-1214 1.1       12           2              4                      7                    13                      33                     65  

SY-1213 1.1        13           2              4                     7                   14                      36                      72  

SY-1227 1.1 18          3             6                   10                   19                      48                     97  

SY-982 1.1         23           4             8                  13                  25                      64                  127  

SY-1175 1.1       33           5             11                   18                   36                      91                  182  

SY-1125 1.1         78          13            26                  43                   86                   215                   430  

 SY-1174 1.1     133         22            44                   73                 146                    366                 732  

SY-1124 1.1      255         42       84                 140                 281                   701                1,403  

Weighted Average Grade 1.1 45          8            15                   25                   50                   125                  250  

SOURCE: Company Data, VSA Capital Research. 

These scenarios do not constitute a target price given that further testwork is required to determine a grade for the 

resource and actual per carat values are not as yet available. However, given the results to date of exploration and the 

mineral assemblage yielded we believe it demonstrates that there is currently a  heavy discount placed on SEFA LON 

since we believe that the per carat value is likely to be higher than that which is currently implied.  

Peer Group Comparison 

Given the lack of listed coloured gemstone miners and developers, Shefa Yamim does not have a natural peer group. It 

is, however, most likely to be compared to junior diamond miners, developers and explorers, many of which have 

performed poorly in recent months owing to the weakness of rough diamond prices. Whilst there are certain 

characteristics which may be appropriately compared, we believe that against a backdrop of strong growth and rising 

prices in the coloured gemstone market, Shefa Yamim’s unique mineral assemblage and jurisdiction, low cost route to 

production, access to end markets, experienced management team and its potential to become a fully integrated 

gemstone producer, the company deserves to trade at a premium to junior diamond companies. Our peer group 

encompasses both primary and secondary deposits, diamond and coloured gemstone exploration as well as  projects 

from differing jurisdictions and stages of development which whilst bearing in mind the limitations should provide a 

fair indication of value for Shefa Yamim. 

Despite the high quality of exploration work to date and the significant drilling and bulk sampling that has taken place 

it remains too early to determine a firm valuation and target price for Shefa Yamim. Although a target tonnage has 

been derived for the inferred exploration target covering Zone 1 and a portion of Zone 2, a target grade has not yet 

been assigned. It is not therefore possible to estimate reasonably the potential carats within the resource and 

consequently a specific target price and valuation. However, there are a number of intangible factors such as location, 

marketing experience and the rarity of new minerals which add additional value to the company, in our view.  We 

expect the company to realise its value potential via the successful completion of project milestones which technically 

de-risk the project supported by strengthening prices for coloured gemstones.  
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Peer Group Comparison 

Company Name Ticker 
Market Cap, 
US$m 

Market Cap, 
£m Location Company Description 

Olivut Resources OLV CN 2.73 2.02 Canada Early stage, primary source explorer, mapping and 
drilling of kimberlite pipes in Northwest Territory 

Botswana Diamond BOD LN 8.09 5.98 Botswana, 
South Africa 

Early stage JV with Alrosa; completed rock sampling, 
mapping and geophysics. Recently acquired earn in 
rights on advanced exploration assets in South Africa 

Tsodilo Resources TSD CN 21.57 15.96 Botswana, 
South Africa 

Exploration of various kimberlite and precious metals 
assets.  

Batla Minerals MLBAT EN 8.54 6.32 Lesotho, 
South Africa 

Alluvial diamond production, contract mining and 
mine development. 

Diamcor Mining DMI CN 15.77 11.67 South Africa Currently developing an alluvial diamond project with 
a 1.3mnct resource.  

Trans Hex Group TSX SJ 14.10 10.43 South Africa 30+ year track record of alluvial diamond production 

Richland Resources RLD LN 1.94 1.44 Australia Sapphire producer. c900kct production in 2015 of all 
qualities 

Mustang Resources MUS AU 14.54 10.76 Mozambique Defining JORC resource on the Montepuez ruby 
project whilst processing  bulk samples 

Fura Gems FURA CN 33.18 24.55 Colombia & 
Mozambique 

Ruby and Emerald exploration and production. 
Former Gemfields Coscuez mine January 2018.  

Gemfields* Private 278 211 Zambia, 
Mozambique 

Global leader in coloured gemstone production in 
excess of 30mnctpa 

Shefa Yamim SEFA LON   Israel Bulk Sampling Zone 1 completed. 

NOTE: USDGBP 0.74, USDCAD 1.28, GBPCAD 1.69 GBPNIS 4.64 SOURCE: Factset, Company Data, VSA Capital Research.*Gemfields acquisition value 

Investors should be aware that the market fundamentals and pricing performance of the diamond and coloured 

gemstone markets are separate and recent performance has been disparate. The challenges that diamond miners have 

faced over the past two years have been well documented as prices have softened in the face of supply chain 

bottlenecks and rising inventory, although prices do appear to have begun to bottom out. Whilst there has also been 

some recent softness in the coloured gemstone market the long term trend of strong growth remains intact as 

changing tastes in fashion and a more consistent supply of ethically sourced and high quality stones has developed. 

Consequently we believe that Shefa Yamim should trade at a premium to diamond peers given the stronger short to 

medium term outlook for the coloured stone market.  

SEFA LON, which holds 100% interest in the project is currently valued at £15m. The valuations within the junior 

gemstone mining sector are diverse and currently reflect the challenging market conditions that the diamond market 

has experienced in recent months with stocks, trading at severely discounted valuations. We do not believe that given 

Shefa Yamim’s track record of exploration success that this would be justified. Indeed, given the strong backdrop of 

the coloured gemstone market we believe that this should support Shefa Yamim’s valuation.  

There is a significant variation in valuations across the peer group which we believe is indicative of the lack of 

transparency in the industry as well as the complexity of the supply chain. The difference in product mix between 

deposits and companies is also an important factor in valuation and provides another explanation for the wide 

variation of gemstone juniors given the challenges in quantifying those differences particularly pre -production. 

Therefore, whilst indicative we stress that Shefa Yamim offers a unique opportunity for investors with significant value 

attributable to intangible factors. 

The average market capitalisation of the peer group is £9m, excluding Gemfields. Although within the peer group there 

are many similarities with Shefa Yamim, none offers a true proxy of value, in our view. Amongst the peer group, Trans 

Hex Mining (TSX SJ), Diamcor (DMI CN), Batla Minerals (MLBAT EN), and Richland Resources (RLD LN) all provide 

exposure to alluvial mining either in production or development. However, their scale, product mix and stage of 

development differ significant from Shefa Yamim. 



 

 
 

21 

Listed Coloured Gemstone Peers 

There are very few listed coloured gemstone peers and none which offer a mineral assemblage akin to Shefa Yamim. 

This is due to the varying geology of gemstone deposits as well as the nature of the industry which is far more informal 

than the diamond industry. Consequently, we have broadened the peer group to include junior diamond miners and 

developers also. However, we highlight that the performance of the diamond and coloured gemstone markets has 

been markedly different over the past few years. Therefore, whilst many of the technical risks associated with 

gemstone mining and project development are comparable diamond miners’ valuat ions also reflect this pricing 

weakness which is clearly not appropriate for Shefa Yamim. Shefa Yamim should, in our view, as a result of the 

continued stronger outlook for the coloured gemstone market trade at a premium to its diamond peers.  

Gemfields, which recently delisted, as a multi-million carat producer and the sector leader demonstrates the potential 

of what is achievable within the coloured gemstone market. However, as well as its scale and now established position 

as a producer its product mix is somewhat different to that which Shefa Yamim offers. GEM’s production is geared 

towards emeralds and amethyst, although its latest results showed a 166% increase in annual ruby production to 

5.1mnct. GEM does not currently produce sapphires from its main mining operations. Following a nil premium bid by 

Pallinghurst, which owns 47% of the outstanding shares, the Chinese group Fosun made a bid of 40.85p/sh. prompting 

a sharp rise in the shares. Ultimately Pallinghurst were successful and the shares were delisted in August 2017 further 

reducing the ability of investors to gain exposure to this market. 

RLD is, however, producing rough sapphires from alluvial sources at a rate of c2.4mnctpa. In Q4 2017 RLD achieved 

average prices of US$3.35/ct for rough high quality sapphires, US$1.5/ct for mid quality sapphires and less than 

US$1.0/ct for low quality corundum in the same period. Compared to Shefa Yamim, RLD has only a limited product mix 

confined to sapphires and based on average pricing the quality appears to be low with a limited quantity of gem 

quality corundum. Indeed, Shefa Yamim’s product mix, which includes rubies and moissanite, is likely to be higher 

value than that of RLD on a like for like basis.  

Given the available data and the results from the polishing of test stones by Shefa Yamim we believe that RDL also 

provides a weak proxy for a fair valuation of Shefa Yamim. RDL’s weak operational performance and low quality 

production has meant that it has not benefitted from the strength of demand growth and pricing performance in the 

coloured gemstone market. 

Fura Gems (FUGMF US) has adopted a similar strategy to Shefa Yamim in its mine to market approach, although this 

has been significantly hastened by the acquisition of the Coscuez mine from Gemfields in January 2018. This 

underground emerald mine is now in operation and the company recently discovered a 25.97ct emerald. However, 

there is no resource defined on the deposit nor has a DFS been completed; Fura is working towards a  defined resource 

currently. The current valuation of Fura is US$33m and we attribute this stronger valuation compared to Shefa to the 

fact that the Coscuez mine is in production and that former GEM management are running the company. This has 

undoubtedly given investors greater confidence. Having adopted a strategy which includes both mining and marketing 

of its gemstones we see Fura as indicative of the viability of Sefa’s business model.  

Arguably SEFA’s closest peer is Australian listed Mustang Resources (MUS AU) which is developing the Montepuez 

ruby project in Mozambique. Like SEFA the company has built an inventory of gemstones through bulk sampling and is 

working towards defining a JORC compliant resource, although due to the different license system  is able to sell its 

findings ahead of receipt of a mining license. However, MUS is focused solely on rubies and is operating in 

Mozambique which is, in our view, a less favourable jurisdiction than Israel.  

Alluvial Peers 

Given Shefa Yamim’s intention to develop the secondary deposits of the Mid Reach we believe that the peer group 

should include junior alluvial miners to reflect the specific risks which are associated with alluvial mining versus hard 

rock mining. The trade off in terms of risk is that whilst alluvial deposits tend to yield larger carat stones the mining is 

more speculative due to the geological inconsistency of deposits and valuations are consequently highly variable.  
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Trans Hex Group (TSX SJ) has a long history of alluvial diamond production in South Africa and has been operating 

there since 1971. It has since broadened its portfolio beyond the Baken and Bloedriff Mines in the Lower Orange River 

(LOR) to include a 40% stake in West Coast Resources (WCR) and a 33% stake in the Somiluana mine located in South 

Africa and Angola respectively. 2017 interim results demonstrated attributable group production of 62kct was down 

8% YoY. Diamond quality and stone size varies widely across the group and prices are significantly lower at WCR and 

Somiluana with an average price per carat of US$156/ct (-11% YoY) and US$531/ct (+11% YoY) respectively compared 

to US$822/ct (-20% YoY) at LOR. We also note the price volatility which is a reflection of the unpredictable natu re of 

alluvial mining. With lower like for like diamond prices and production revenue declined 46% YoY to ZAR275m. As a 

result of the weaker top line the net loss widened to ZAR191m despite cost cutting. Indeed, prior to the broad 

downturn in diamond prices in FY 2016 the group had made robust profits which given the divergence in coloured 

gemstone and diamond prices serves to highlight the difficulties in direct comparison in the current market. The 

company has, however, recently announced its intention to dispose of the Lower Orange River assets.  

DMI’s valuation has weakened considerably in recent months and is now in line with peers, however, it has entered 

small scale mining, selling between 4-10kct each month. Having received a Mining Right for its Krone Endora alluvial 

project in South Africa it has been able to sell stones recovered incidentally via bulk sampling, unlike Shefa Yamim. It 

has recently commissioned an expanded processing facility able to treat material up to 45mm in size. The resource 

which was previously owned by De Beers is contiguous to the site of De Beers Venetia mine and the alluvial deposits 

have been confirmed to contain kimberlite derivatives, including diamond directly eroded from this major primary 

kimberlite suite. The Inferred resource assessed to N43-101 standard is 19.5mnt of gravel with an estimated 1.2mnct 

of contained diamonds. The average carat value has been estimated at US$185.54/ct. To date over 71kct have been 

recovered with the largest individual stone at 91.7ct.   

The project is more advanced and technically derisked than Shefa Yamim having determined an average value per 

carat as well as a grade for the resource of 6.12cpht with the highest grade zone at 12.74cpht.  However, we note that 

the results of DMI’s bulk sampling of 1,303t and 1,623t yielded grades of 21.6ctpht and 3.57ctpht respectively 

compared to Shefa Yamim’s 400t and 533t samples which yielded 255ctpht and 99ctpht respectively.  

MLBAT is a French resources investment company which is primarily exposed to diamond production through three 

assets in South Africa. MLBAT owns 100% of the Superkolong mine in South Africa, a tailings processing operation. 

MLBAT also contract mines via its subsidiary at the Letseng Mine in Lesotho which is 70% owned  by Gem Diamonds 

(GEMD LN) and produces around 10kctpa from very low grade ore. At the Superkolong mine MLBAT produced 109kct 

in FY 2016, although this included the sale of a special 128 carat fancy yellow diamond for US$2.3m. This find clearly 

highlights the speculative upside potential associated with gemstone mining.   
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Risks  

 Commodity Prices. The company is primarily exposed to the coloured gemstone market and unexpected changes 

to commodity prices are likely to affect our valuation. Prices are dependent on the unique characteristics of 

individual stones. 

 Financing Risk. Given the challenging conditions for commodity markets and natural resources companies  there is 

a heightened risk of Shefa Yamim failing to secure project financing.  

 Development Risk. The potential for delays and operating issues are an inherent industry risk and there is the 

potential for delays to the licensing and construction of the project. The project is located close to residential 

areas and transport links, management will need to address the potential impact and possible solutions as part of 

its social and environmental impact studies.  

 Geological Risk. The project is currently at an early stage of development and further geological assessment is 

required to ascertain commercial viability; there is of course a risk that this is not established.   

 Marketing Risk. The valuation of individual stones presents a future risk to the potential valuation and 
profitability of Shefa Yamim.  
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Business Overview  

The company was formed in 1999 when Shefa Yamim began its exploration of the Mount Carmel volcanic rocks and 

sedimentary deposits of the Kishon Valley. In the first year Shefa Yamim completed 10 exploratory bore holes in the 

lower reaches of the Kishon Valley in the area to the North of Mount Carmel. A total of 64 diamonds were recovered; 

63 microdiamonds totalling 0.12ct as well as one 0.88ct stone. In the same period the company also initiated a surface 

sampling programme which continued through to 2004. This programme resulted in the identification of two mineral 

assemblages with Mount Carmel as a likely primary source.  

In 2003 Shefa Yamim began its collaboration with De Beers, South Africa. This initial work included field work, 

laboratory processing and analysis of petrographic and micro-probe data. The De Beers Exploration team followed up 

this initial work with four field visits by De Beers’ geologists with the conclusion b eing that the diamonds recovered 

were natural diamonds and not contaminations from drill bits. Furthermore, De Beers recognised and identified the 

abundant presence of Kimberlitic Indicator Minerals and traced the Rakefet volcanic rocks were determined to have 

strong kimberlite affinities. Unusually the 200kg rock sample collected by De Beers in 2004 yielded a micro-diamond. 

The De Beers exploration has added significant weight to the discoveries made by Shefa Yamim and undoubtedly aided 

the company in its development to date.  

De Beers released their findings in a report in 2004 and presented their findings to the Israel Geological Society in 

2005. Since 2006 Shefa Yamim has continued to explore more thoroughly with further ground surveying, mapping, 

sampling and drilling. Between 2009-10 Shefa Yamim set up a comprehensive GIS database given the increasing 

volume of data being processed in addition to moving to larger premises in the industrial area of Akko. 

The premises in Akko host equipment able to process the bulk samples at a current capacity of around 50tpd upgraded 

from 30tpd using funds from the IPO. The equipment includes a scrubber for the washing and liberation of sand, grit 

and pebble sized sediment from clay aggregates and two classification and jig plants. Shefa Yamim also has a secure 

laboratory for the manual final sorting and recovery of gem and heavy minerals. Shefa Yamim has established a 

professional, organised and secure operation at their facility in Akko reflecting management’s methodica l and precise 

approach to exploration work. 

Operational Facilities at Akko 

 

SOURCE: Company data, VSA Capital Research.  
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Coloured Gemstone Market 

The coloured gemstone market whilst closely related to the diamond industry differs in many key aspects and it is 

important that investors are aware of the key differences. Supply and demand fundamentals are distinct and while 

certain drivers affect both markets pricing trends are separate. The diamond industry as a result of the significant 

marketing effort over the past century by De Beers has become a highly organised and increasingly transparent market 

place. However, coloured gemstones are still primarily mined by small scale or artisanal miners who rely on networks 

of small dealers to deliver their product to cutters, polishers and ultimately jewellers and consumers. This is further 

complicated by the fact that all gem stones are unique and there is no standard benchmark for pricing.  

Global Trade in Sapphires, Rubies and Emeralds Coloured Gemstone Prices Have Outperformed  

 

 

 
SOURCE: UN Trade Data, VSA Capital Research. SOURCE: Gemval, VSA Capital Research 

The coloured gemstone market for emeralds, sapphires and rubies is estimated at around US$6bn having grown from 

US$2.4bn in 2011. The market has been growing rapidly since well into the last decade and over that period coloured 

gemstone prices have far outperformed those of diamonds, by 37% since 2005, based on indexed prices from Gemval. 

The rapid demand growth has been driven by a combination of coloured gemstones becoming increasingly fashionable 

with record prices being paid for jewellery at top auction houses. Our expectation is that the market is likely to reach 

US$10bn over the next decade.  

Gemval Sapphire and Ruby Indices Gemguide Sapphire and Ruby Indices 

 

 

 

SOURCE: Gemval, VSA Capital Research. SOURCE: Gemguide, VSA Capital Research 
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The coloured gemstone market is far more informal than that of the diamond industry and hard reliable data remains 

scarce despite improvements in recent years. This arises from the fact that the small networks of dealers and cutters 

who buy from artisanal miners are not obligated in any way to produce data on sales figures. As a result, whilst there is 

little contention over the long term trend of prices, there are reports from Gemval which suggest that coloured 

gemstone values have fallen from their peak during 2016. However, data from Gemguide shows that prices have 

continued to rise for larger carat stones of 1ct and above. Anecdotal evidence from Bonham’s jewellery sales certainly 

seems to support the latter for example, a pair of Kashmir sapphire earrings sold for £1.5m in December 2015 despite 

a pre-sale estimate of £500-700k while the Hope Spinel sold for £963k in September 2015 against a guide price of 

£150-200k. Bonham’s 2017 rare jewellery auctions have focused on coloured gemstones and there has been a specific 

effort towards promoting stones from outside traditional geographies such as Burma and Kashmir with items from 

Kenya and Tajikistan having greater prominence.  

Not all gemstones are of sufficient quality to be used in jewellery as they are either too small, have poor qualities of 

colour and clarity or a combination of these factors. However, these stones still hold the mineral properties of 

hardness and refractiveness are therefore have industrial applications as abrasives and in lasers. Those stones used in 

industrial applications command a significantly discounted price versus gem quality stones.  

GEM remains the only company to enact a serious campaign to market coloured gemstones whilst also creating an 

auction process based on the regular sights held by the largest diamond producers. While sapphires do not form part 

of GEM’s product mix, the price data for rubies and emeralds provide useful market data which would otherwi se not 

be available. The market for sapphires, emeralds and rubies has nearly trebled over the past three  years, this is in part 

due to GEM’s efforts. The advent of large scale, consistent and ethically sourced coloured gemstones has encouraged 

jewellers to place repeat orders.   

Factors Affecting Valuation 

Country of Origin 

The source of a ruby or sapphire has historically been a critical factor in gauging its potential value. Laboratory 

determination of origin has been an important tool for valuation by international auction houses. This is, however, not 

without controversy given the potential for seemingly inferior stones to realise higher prices owing to their origin 

alone.  

Gemstones from different regions do have specific characteristics, hence the possibility of laboratory based tracing. 

Particular inclusions can distinguish these origins, for example, rutile silk is a common feature of Burmese rubies. 

However, in higher quality stones with the fewest inclusions these characteristics may become blurred with reports 

that sapphires from Madagascar, Sri Lanka and Myanmar are much alike.  

Most recently, the ban by the US on imports of rubies from Myanmar (Burma) has made it even more important to 

differentiate amongst the origin of stones. Although most export restrictions between the US and Myanmar were 

relaxed in 2013 those relating to jade and rubies were maintained. This ban has prompted the marketing and rise of 

ethically sourced coloured gemstones. Companies such as GEM and RDL have made it a key part of their brand that 

they produce stones which can be traced to source which is proven to be ethically sound. There have, however, been 

recent suggestions recently that this ban may be ended soon. 

With regard to Shefa Yamim, we believe that the unique nature of the Carmel Sapphire
TM

, striking colour of the rubies 

discovered to date as well as the lore of the stones which come from a locality of significant religious interest would 

add value to the stones produced by Shefa Yamim. They would also be produced from an ethical source with a 

transparent and traceable production source.  
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The Four Cs; Colour, Clarity, Cut and Carat 

Much like the diamond market, the price of coloured gemstones is determined by the four Cs of colour, clarity, cut and 

carat. More subjectivity prevails in the coloured stone market given the lack of a large scale marketing processes and 

consequently there are no universally accepted standards, however, the principles of valuation remain the same. It 

should be noted that these factors cannot truly be determined while the stone is in its rough form hence the lower 

valuations for rough stones. 

 

 Colour: The colour is typically the most important factor in the determination of gemstone value. The preferred 

colours for each stone vary although the greater the deviation in terms of vivacity and light and darkness away 

from the usual preference will diminish the value of the stone. Colour is composed of three dimensions; hue, tone 

and saturation. Hue refers to the immediate colour i.e. red, yellow or blue while tone denotes the lightness an 

saturation reflects the purity of the hue.  

 Cut: The cut refers to the shape or design of a stone as well as the stone’s proportion and finish. The cutting 

process is designed to maximise the stone’s ability to interact with light. Gemstone cutters will determine the 

most appropriate cut for a rough stone based on the natural cleavage planes as well as being mindful of any 

inclusions in the stone. Typically the cutting process results in the loss of around 50% of a rough stone.  

 Carat Weight: The size of a gemstone is measured by its weight and not its dimensions. One carat is equal to 

approximately 0.2 grams. The specific density of a gem mineral may mean that two stones of the same 

dimensions may have different carat weights. Typically valuations increase with size  although the largest stones 

are usually broken up to make them of a practical size for use in jewellery.  

 Clarity: Gemstones’ clarity is directly related to its rarity. Clarity is affected by inclusions which lie within the 

stone or blemishes which lie on the surface of the gem. Each variety of gemstone has its own clarity standards. 

Unlike the specific grading system used for determining diamond clarity using magnification equipment the 

standard for coloured gemstones is based on optical assessment alone. Gemstones are categorised into three 

groups and sapphires and rubies of all colours are considered Type II gems.  

Clarity Grades 

Clarity Grades 

Type I: Type II: Type III: 

Usually eye-clean with no clarity 
characteristics visible to the 
unaided eye. 

Typically shows some eye-visible 
clarity characteristics that do not 
detract from the overall beauty 
of the gem. 

Almost always contain eye-
visible clarity characteristics. 

Eye Clean Appears clean to the unaided eye. Appears clean to the unaided eye. Appears clean to the unaided eye. 

Slightly Included 
Minute inclusions difficult to see 
with the unaided eye. 

Minute inclusions somewhat easy 
to see with the unaided eye. 

Noticeable inclusions apparent to 
the unaided eye. 

Moderately Included 
Minor inclusions somewhat easy 
to see with the unaided eye. 

Noticeable inclusions apparent to 
the unaided eye. 

Obvious inclusions very apparent 
to the unaided eye. 

Heavily Included Prominent inclusions that have a negative effect on appearance or durability.   

Severely Included Prominent inclusions that have a severe effect on appearance, durability, or both.   

SOURCE: GIA, VSA Capital Research 

Heat Treatment & Glass Filling  

The enhancement of rubies and sapphires has been practised for hundreds of years, although techniques have 

naturally become more sophisticated. These techniques seek to improve the perceived value of stones by enhancing 

their colour or increasing the apparent transparency. High temperate, pressure controlled heating of corundum is now 

commonplace; as with synthetic diamonds when this treatment is fully disclosed these products have their place 

within niche sections of the market. In the 1960s and 70s the introduction of heat treated sapphires caused significant 
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market disruption, however, once the controversy settled the expanded availability of sapphires induced greater 

demand for the stones as they became more available, affordable and fashionable.  

As well as heat treatment, beryllium diffusion and glass filling have also become common practices to enhance the 

appearance of gemstones. These treatments can be nowadays be rapidly identified but can enhance the value of 

substandard stones.   
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Appendix 1: Key Personnel 

Abraham Taub - Chief Executive Officer 

Abraham has been involved in the diamond industry throughout his life, polishing diamonds in his father’s factory in 

Netanya during his school holidays. Following a distinguished period of military service Abraham entered the diamond 

industry professionally gaining experience in gemology, sorting and classification of stones, identification and 

documentation shape and their crystal structure, assessing value, cutting, polishing and setting into jewellery. He 

established an integrated production and marketing centre producing high quality jewellery using gemstones targeting 

tourists visiting Israel.  

In 1989 Abraham entered as a partner into a diamond and gold mining company in Australia (Great Central Mines), 

gaining extensive experience in the exploration of primary and secondary diamond deposits as well as the 

development and construction of mines including the Feasibility Study process. In 1999, Shefa Yamim was founded by 

a group of investors led by Abraham. 

Vered Toledo - Chief Operating Officer 

Vered has over 30 years’ experience in the diamond industry, including 16 years’ of mineral exploration and fieldwork. 

Her career began in the National Diamond Centre before moving to the NDC centre in Jerusalem. Vered obtained a 

professional qualification in Rough Diamonds from the International Gemological Centre. Since joining Shefa Yamim 

she has overseen and developed a professional methodology for fieldwork exploration, processing and laboratory 

analysis. Many of the findings of the exploration work have been published in numerous academic research papers, 

citing Vered, and she is considered a leading expert in the region’s geology.  

James AH Campbell – Independent Non-Executive Director  

James Campbell graduated as a geologist from the Royal School of Mines (Imperial College, London University) in 1985 

and completed an MBA at Durham University in 1998. He has over 30 years’ experience in the diamond industry having 

spent over 20 years’ with De Beers’ Global Mining and Exploration Group before becoming Managing Director of 

African Diamonds plc in 2006. Mr Campbell has extensive board and sector experience and has served on several UK 

and Canadian boards including African Diamonds plc, West African Diamonds, Stellar Diamonds plc and Rockwell 

Diamonds Inc. He is currently Managing Director of Botswana Diamonds plc. 

Mr Campbell is a Fellow of the Institute of Mining, Metallurgy & Materials, a Fellow of the South African Institute of 

Mining, a Fellow of the South African Institute of Mining, Metallurgy & Materials, a Fellow of the South African 

Institute of Mining & Metallurgy, Chartered Engineer (UK), Chartered Scientist (UK), a Professional Natural Scientist 

(RSA) and a Fellow of the Institute of Directors South Africa.  

Michael Rosenberg – Independent Non-Executive Director  

Michael Rosenberg spent his early business years with the merchant bank, Samuel Montagu and Co. Ltd and joined the 

board in 1971 as Director of corporate finance.  In 1974, he left the bank to co found a healthcare business which 

became a global business over the next 10 years.  

From 1987 to 1999 he was a shareholder, director and later chairman of Raphael Zorn Helmsley Holdings ltd (now 

Numis Corporation). During that period, he was instrumental in bringing Israeli companies to the AIM market.He 

served on a number of Israeli boards both as an external director and as chairman including: Amiad WaterSystems Ltd, 

Dori Media Ltd, Pilat Global Media Plc and more recently Starcom plc where he is Non-Executive Chairman. He is a 

Non-Executive Chairman of Catalyst Media Group plc. He is also a Non- Executive Director of Ion Pacific (UK) Ltd, an 

FCA regulated company. 

Mr Rosenberg chaired a DTI committee on trade with Hong Kong for several years and also served on the board of the 

China British Business Council. He was awarded the OBE for services to exports in 1998.  He is a published author of 

children's books and mentor to the Princes Trust, helping young people to start new businesses.  
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Natalie Schwarz – Independent Non-Executive Director  

Nathalie has operated as an Executive Director on the Boards of two of the UK’s leading public companies in the media 

and digital technology sector, namely as Group Commercial Director at Channel 4 Television Corporation and as Group 

Strategy and Development Director at Capital Radio PLC.  

Nathalie is currently a Non-Executive Director on the Board of UK publicly listed companies Wilmington Group PLC 

(digital data, publishing and training). Nathalie was also a Non-Executive Director on the Board of Matomy Media PLC 

(digital advertising services) which listed on the London Stock Exchange in 2014 (Nathalie was a member of the Board 

for the floatation of the business).  Nathalie was previously a Non-Executive Director on the Board of publicly listed 

companies Amiad Water Systems PLC (water filtration) and Photon Kathaas (Indian film production and distribution).  

Nathalie specialises in growing businesses, strategy, operational management, developing new commerc ial and 

technological opportunities and mergers and acquisitions. Nathalie is a qualified lawyer and started her career at 

leading global law firm Clifford Chance focusing on cross-border mergers and acquisitions, corporate restructurings, 

IPOs and private equity.  Deal size varied from £10 million to £1 billion.  

Gershon Fraenkel – Independent Non-Executive Director  

Gershon Fraenkel, Independent Non-Executive Director, is a British Citizen and founder of WST Charity Ltd, in North 

West London which focuses on alleviating poverty within the Jewish Community in the area. He has successfully 

launched many international businesses in the last 25 years, including SEACO Group of Companies and Linkedell Ltd, as 

result he acts as an intermediary and adviser of international transactions to companies in Israel and the UK. Mr 

Fraenkel is fluent in English, Hebrew and Yiddish. 

David Nachson – Independent Non-Executive Director  

Israel David Nachshon, Independent Non-Executive Director, a graduate in Rabbinical Ordination, Mr Nachshon has 

extensive ties within the Jewish community worldwide as well as establish government relations in Israel.   He has been 

on the board of Shefa Yamim (A.T.M.) Ltd and Shefa Yamim Ltd since 1999, when the company was founded. Mr 

Nachshon is a Board member of the Jewish community institution in Kiev, Ukraine, Chairman of the Chabad Jewish 

Mobil Mitzva Centre, Chabad Youth Movement Tzivos Hashem and Chabad Educational Institutions.   

Hanoch Ehrlich – Independent Non-Executive Director  

Hanoch Ehrlich, Independent Non-Executive Director, is a qualified lawyer and has held an Israel Bar Association 

license since May 1994. Mr Ehrlich is specialised in contract law, company law and all aspects of commercial law. He 

has worked on several international M&A transactions, including advising companies in Central and Eastern Europe. He 

is experienced in litigation, having represented various entities such as the Israel Military Industries Ltd., the Shikun 

U'binui Group (the largest construction conglomerate in Israel), the Ofer Brothers Group, the Yitzhak Tshuva Group, 

Bank HaPoalim, the Israel Discount Bank, the Industrial Development Bank, the Israel Shipping Bank, Amdocs (Israel) 

and the Israel Citrus Marketing Board. 

Consultant Geologist – Dr John Ward  

Dr John Ward is an exploration geologist with some 38 years’ experience in the post-Gondwana and Gondwana record 

of southern and central Africa, in particular where this relates to identifying economic alluvial diamond deposits and 

their primary sources. He has worked for the Geological Survey of Namibia, De Beers, several junior exploration 

companies and is currently an independent consulting geologist.  

Consultant Geologist – Professor Mike de Wit 

Professor de Wit has extensive experience in the diamond industry, having begun his career as an exploration geologist 

for the Geological Survey in South Africa prior to joining De Beers for whom he worked for 29 years. Dr. de Wit 

managed various exploration programmes for De Beers in Africa which led to a number of kimberlite discoveries. He 

was general manager for De Beers in the Democratic Republic of the Congo and latterly was responsible for all 
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exploration programmes for De Beers in Africa. In addition to MSc degrees in geophysics and sedimentology from the 

Universities of Pretoria and Reading (UK) respectively, Dr de Wit holds a PhD degree from the University of Cape Town 

where he focused on the alluvial diamond distribution of western South Africa. He has 40 years of exploration 

experience, in all.  

Consultant Geologist – Dr William Griffin 

William Griffin has been a Professor in Geology at the ARC National Key Centre for Geochemical Evolution and 

Metallogeny of Continents (GEMOC), Macquarie University, since 2007. Previously he was Adjunct Professor and 

Program Director, GEMOC ARC National Key Centre (1996-2007) and the Chief Research Scientist, CSIRO Exploration 

and Mining (1990-2006). He has received various rewards for his work including; Distinguished Professor, Macquarie 

University (2011), Fellow of the Geochemical Society (2008), Elected Fellow of the Royal Norwegian Academy of 

Science and Letters (2003), Concurrent Professor, China University of Geosciences (2003 -present), Concurrent 

Professor, Nanjing University (1997-present), Elected Fellow of Norwegian Academy of Sciences (1985). His fields of 

interest include Mantle petrology, diamond genesis and exploration, geochronology and isotopic geochemistry, 

integration, integration of geophysics and petrology. 
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Appendix 2: Israel Overview 

The economy of Israel has robust near-term growth prospects. In 2014, the economy grew by 2.6% and it is expected 

to expand by around 3%pa over the medium term. Israel has a strong record of job creation with the employment rate 

rising 3.5% each year whilst the unemployment rate has remained low. The Israel government met its deficit 

requirement of 2.8% of GDP in 2014 and has planned to increase the deficit to 2.9% in both 2015 and 2016. 

Government debt has declined from 94% of GDP to 67% since 2003; however it is likely to rise for the first time since 

2009 following the increase in budget deficit targets.  

Israel GDP Growth Natural gas production, in Million cubic metres 

 

 

 

SOURCE: IMF, VSA Capital Research. SOURCE: IEA, VSA Capital Research 

The mining sector in Israel accounts for less than 1% of GDP and provides around 4000 jobs; the revenue from mining 

royalties is only a small part of total government revenues and only a modest amount of mineral exploration is now 

underway or expected. However, Israel’s contribution of certain minerals is important globally, for example, it 

produces 34% of world bromine production and had the third largest production of magnesium in the world in 2012.  

Historically the energy demands of Israel depended on external imports and each year Israel spent an amount 

equivalent to 5% of its GDP on energy imports. Israel has little reserves of crude oil , however significant natural gas 

discoveries have been quickly developed and Israel has become a net exporter of energy. The rapid development of 

this industry should demonstrate to investors that although mining is a relatively small industry in Israel, the 

government is supportive of the development of extractive industries. 
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Appendix 3: Financial Statements 

Profit & Loss, NIS’000  

 

2017 2016 

Costs and expenses 

  General and administrative expenses 541 914 

Capital gain 0 -178 

Operating loss 541 736 

Financial expenses 15,954 383 

Financial income -237 -570 

Net financial Expense 15,717 -187 

Loss for the year and comprehensive loss attributed to the Company shareholders 16,258 -549 

Basic and diluted loss per share (in NIS) attributed to the Company shareholders  1.703 0.058 

SOURCE: Company Data, VSA Capital Research 
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Balance Sheet, NIS’000 

 

2017 2016 

Non-Current Assets 

  Fixed assets          2,130           1,946  

Loan to the parent company          2,342           1,116  

interested party                77                 77  

Assets for exploration and evaluation of precious stones        55,259         51,500  

Deferred issuance costs                 -                 905  

Total non-current assets        59,808         55,544  

   Current Assets 

  Cash and cash equivalents          6,489                   1  

Deposit in bank              173               192  

Receivables              368               288  

Total current assets          7,030               481  

Total Assets        66,838         56,025  

   Liabilities and shareholders' equity 

  Non-current Liabilities: 

  Long-term loans from interested parties and others              800               778  

Financial leasing                49                 91  

Liability for severance pay              118               120  

Warrants          9,834                  -    

Total long-term liabilities        10,801               989  

   Current Liabilities: 

  Short-term loans from bank and others              467               696  

trade payables          1,766               649  

Other accounts payable              110           2,308  

Interested parties          1,206           1,835  

Loans convertible to shares                 -                 728  

Total Current Liabilities          3,549           6,216  

Total Liabilities        14,350           7,205  

   Shareholders’ Equity        52,488         48,820  

Total Liabilities and Shareholders' Equity        66,838         56,025  

SOURCE: Company Data, VSA Capital Research 
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Cash Flow Statement, NIS’000 

 

2017 2016 

Cash flows from operating activities: 

  Loss for the year       16,528              549  

Adjustments required to reconcile loss for the year to net cash used in operating activities  -    17,114              151  

Net cash used in (provided by) operating activities -          856              700  

   Cash flows from investing activities: 

  Purchase of fixed assets             531              305  

Consideration from sale of fixed assets                -                180  

Investment in exploration and evaluation assets          4,375          2,638  

Decrease in deposit          1,177                 -    

Loan rendered to parent company -          188  -          530  

Net cash used in investing activities         5,895          2,233  

   Cash flows from financing activities: 

  Consideration received for issuance of share capital  (including additional capital)  -          137  -       2,794  

Increase in deferred issuance expenses         4,707              239  

Repayment of credits from banks and others, net             205              168  

Receipt (Repayment) of loans from interested parties, net -          446  -          101  

Receipt of loans convertible to shares -    16,611  -          504  

Receipt of long-term loans                -                   -    

Repayment of long-term loans               40                46  

Interest received, net             458              157  

Net cash provided by financing activities       11,784          2,923  

Linkage differences in regard to cash and cash equivalents             257  -             10  

Increase in cash and cash equivalents         6,488                 -    

Cash and cash equivalents at the beginning of the year                  1                   1  

Cash and cash equivalents at the end of the year         6,489                   1  

SOURCE: Company Data, VSA Capital Research 
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Disclaimer 

Investment Analyst Certification 

In our roles as Research Analysts for VSA Capital Limited, we hereby certify that the views about the companies and their securities discussed in this 
report are accurately expressed and that we have not received and will not receive direct or indirect compensation in exchange for expressing specific 
recommendations or views in this report. 

Non-Independent Research 

This is a marketing communication. It is non-independent research as it has not been prepared in accordance with legal requirements designed to 
promote the independence of investment research and is not subject to any prohibition on dealing ahead of the dissemination of investment research. 

Important Disclosures 

This research report has been prepared by VSA Capital Limited, which is party to an agreement to be paid a fee as corporate finance advisors and 
arrangers with, or has provided investment banking services to,  Shefa Yamim, or has been party to such an agreement within the last twelve months, 
and is solely for, and directed at, persons who are Professional Clients as defined under Annex II of the Markets in Financial Instruments Directive, 
Directive 2004/39/EC, or as defined in the FCA Handbook. Persons who do not fall within the above category should return this research report to VSA 
Capital Limited, New Liverpool House, 15-17 Eldon Street, London EC2M 7LD, immediately.  

This research report is not intended to be distributed or passed on, directly or indirectly, to any other class of persons. It is being supplied to you solely 
for your information and may not be reproduced, forwarded to any other person or published, in whole or in part, for any purpose, without out prior 
written consent. 

This research report is exempt from the general restriction on the communication of invitations or inducements to enter into investment activity and 
has therefore not been approved by an authorised person, as would otherwise be required by Section 21 of the Financial Services and Markets Act 2000 
(the "Act"), as amended by The Financial Services and Markets Act 2012.  

Neither the information nor any opinion expressed constitutes an offer, or an invitation to make an offer, to buy or sell any securities or any options, 
futures or other derivatives related to such securities. 

The information and opinions contained in this research report have been compiled or arrived at by VSA Capital Limited (the "Company") from sources 
believed to be reliable and in good faith but no representation or warranty, express or implied, is made as to their accuracy, completeness or 
correctness. All opinions and estimates contained in the research report constitute the Company's judgments as of the date of the report and are 
subject to change without notice. The information contained in the report is published for the assistance of those persons defined above but it is not to 
be relied upon as authoritative or taken in substitution for the exercise of the judgment of any reader. 

The Company accepts no liability whatsoever for any direct or consequential loss arising from any use of the information contained herein. The 
company does not make any representation to any reader of the research report as to the suitability of any investment made in connection with this 
report and readers must satisfy themselves of the suitability in light of their own understanding, appraisal of risk and reward, objectives, experience and 
financial and operational resources. 

The value of any companies or securities referred to in this research report may rise as well as fall and sums recovered may be less than those originally 
invested. Any references to past performance of any companies or investments referred to in this research report are not indicative of their future 
performance. The Company and/or its directors and/or employees may have long or short positions in the securities mentioned herein, or in options, 
futures and other derivative instruments based on these securities or commodities. 

Not all of the products recommended or discussed in this research report may be regulated by the Financial Services and Markets Act 2000, as amended 
by The Financial Services and Markets Act 2012,  and the rules made for the protection of investors by that Act will not apply to them. If you are in any 
doubt about the investment to which this report relates, you should consult a person authorised and regulated by the Financial Conduct Authority who 
specialises in advising on securities of the kind described.  

The Company does and seeks to do business with the companies covered in its research reports. Thus, investors should be aware that the Company may 
have a conflict of interest that may affect the objectivity of this report. To view our policy on conflicts of interest and connected companies, please go 
to: http://www.vsacapital.com/policies/conflict-of-interest-policy. 

VSA Capital acts as Corporate Adviser/Broker to Shefa Yamim, and is therefore classed as a connected company.  

Investors should consider this report as only a single factor in making their investment decision. 

The information in this report is not intended to be published or made available to any person in the United States of America (USA) or Canada or any 
jurisdiction where to do so would result in contravention of any applicable laws or regulations. Accordingly, if it is prohibited to make such information 
available in your jurisdiction or to you (by reason of your nationality, residence or otherwise) it is not directed at you. 

Definition of Ratings 

VSA Capital Limited uses the following stock rating system to describe its equity recommendations. Investors should carefully read the definitions of all 
ratings used in each research report. In addition, since the research report contains more complete information concerning the analyst’s views, 
investors should carefully read the entire research report and not infer its contents from the rating alone. In any case, ratings (or research) should not 
be used or relied upon as investment advice. An investor’s decision to buy or sell a stock or investment fund should depend on individual circumstances  
and other considerations.  

VSA Capital Limited’s recommendations are defined as follows: 

BUY: The stock is expected to increase by in excess of 10% in absolute terms over the next twelve months. 
HOLD:  The price of the stock is expected to move in a range between -10% and +10% in absolute terms over the next twelve months. 
SELL:  The stock is expected to decrease by in excess of 10% in absolute terms over the next twelve months. 

In addition, on occasion, if the stock has the potential to increase by in excess of 10%, but on qualitative grounds rather than quantitative, a 
SPECULATIVE BUY may be used. 

http://www.vsacapital.com/policies/conflict-of-interest-policy
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Distribution of VSA Capital Limited’s Equities Recommendations  

VSA Capital Limited must disclose in each research report the percentage of all securities rated by the member to which the member would assign a 
“BUY”, “HOLD, or “SELL” rating, and also the proportion of relevant investments in each category issued by the issuers to which the firm supplied 
investment banking services during the previous twelve months. The said ratings are updated on a quarterly basis. 

 


