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Ticker: SVM AU  Cash: A$6.0m  Project: Kasiya / Nsaru, Malingunde 
Market cap: A$259m Price: A$0.77/sh Country: Malawi 
RECOMMENDATION: BUY TARGET (+25c): A$1.65/sh RISK RATING (unc): HIGH 

Kasiya is now the biggest, highest value mineral sand asset globally. Already the leading source of low-CO2 
Ti into the paint industry, in a surprise development it is now the second largest contained graphite 
resource globally too. Key takeaways for us are (i) global resources nearly triple to 1.8Bt, with grade rising 
as new higher-grade zones were added. We see this as ‘too big to ignore’, even doubling the PEA to 24Mtpa 
would give this a >50 year life better than the largest mines in Africa (Tronox, Rio, Kenmare). Next, (ii) 
high-confidence M&I resources double the 4Q21 scoping study inventory, with a high-grade (the top 4-5m) 
cut off 241Mt @ 1.5% rutile, both of which should drive improved economics. We double our inventory 
and production, which lifts our 1xNAV10% to A$1.4bn net of minority interests and staged capex, and 
processing only 1/3 of the MRE. Finally, (iii) being grid hydro-powered, continuous-backfill hydro-mining, 
on rail, gravity recovered and low-CO2 natural rutile already gave the asset world-leading ESG credentials. 
As a material graphite deposit, those just got stronger. The unique genesis as metamorphosed sand for 
high-purity Ti, but weathered for soft-surface mining / enrichment, drives this. As evidenced by the -60% 
share price of the largest graphite asset since 1Q18, the ‘dirty little secret’ of graphite mines (low prices 
on early pre-qualification production) is a non-issue here as rutile will ‘pay the bills’ early on.  

We maintain our BUY rating and lift our A$1.40/sh PT to A$1.65/sh based on a 0.5xNAV multiple for 
Kasiya, holding the 1.2Bt of unmined material at just 0.2% in-situ. This name is catalyst heavy with (a) an 
updated scoping study in 2Q22 to incorporate larger resource for an SCPe doubling of production, (b) 
additional off-take in addition to the ~20% already released at a premium, and most importantly (c) rutile 
prices, where low-volume spot is over US$2,000/t against US$1,351/t last-reported market prices 
(themselves reflecting last year’s contracts). Effectively 2Q21 contract prices won’t be fully reported until 
November this year as even 2Q will have some layover of 1Q contracts, ie we already expect QoQ price 
rises to be reported 6M from now. One silly statistic – Sovereign now has 26Moz AuEq of free-dig zero strip 
ore requiring only gravity separation. Substantial engineering work is required ahead to address hydro 
mining, slurry pipes, mineral separation and more, but the key risk, finding the metal in the ground, is past. 

Table 1. Today’s updated mineral resource for Kasiya vs 4Q21 MRE 

 

1.8Bt MRE largest rutile asset ever, and second largest contained graphite; PT lifted to A$1.65/sh 

Sovereign’s updated Kasiya rutile MRE lifts to 1,775Mt @ 1.01% rutile (+193% tonnes, +3% rutile grade) 
at a 0.7% rutile cut off, with a high-grade subset of 241Mt @ 1.54% rutile at a higher 1.3% cut-off, which 
grew 254% from the 4Q21 MRE. The >193% growth in tonnes is driven by drilling since the 4Q21 which 
closed the gap between Kasiya-Nsaru recently (now all Kasiya), encompassing >180km2. Graphite grades 
have lifted (+6%) and now stands at 23Mt of contained flake graphite, with lower grade (<1%) graphite 
occurring near surface with higher grade rutile. Resource constraints have assumed hydro mining as the 
optimal mining method for Kasiya, with minimal dilution, and is reported on a recovered basis.  
  

2Q22 MRE: 0.7% cut off Mt Rutile (%) TGC (%) 2Q22 MRE: 1.3% cut off Mt Rutile (%) TGC (%)
Kasiya indicated 662 1.05% 1.43% Kasiya indicated 113 1.54% 0.52%
Kasiya inferred 1,113 0.99% 1.26% Kasiya inferred 128 1.52% 0.41%
GRAND TOTAL 1,775 1.01% 1.32% GRAND TOTAL 241 1.54% 0.46%
D  4Q21 (%) 193% 3% 6% D  4Q21 (%) 254% 4% 4%
Source: Sovereign
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Figure 1. Kasiya MRE (A) plan map and (B) cross-sections  

 

Our view: larger endowment enables larger mine, but PFS/DFS could enable high-grading 

We were looking for >1Bt, perhaps 1.2Bt, leaving todays resource a substantial beat. Digging in, we are 
please to see +118% M&I, more than double the inventory of the scoping study. Better still, the material 
added was higher grade (+3% overall) with plenty at surface for early-years-access, exemplified by the 
241Mt @ 1.5% rutile at a higher cut-off (vs 68mt @ 1.5% 4Q21 MRE).  

Graphite: Unlike rutile, where highest grades are at surface, graphite is generally the reverse as near-
surface weathering ‘liberates away’ the light graphite. This does mean that as rutile grades diminish with 
depth, increasing graphite should enable solid NSR’s deeper in the profile. More so than the rutile, the 
graphite is locally enriched to higher levels, which also, like the rutile, should allow for some clever ‘jewel 
box’ scheduling once reserves are defined for the PFS / DFS. Specifically, today’s MRE shows areas of 
higher grades ~1-2% TGC at surface, specifically in the southern part of the MRE.  

The elephant in the room: Kasiya vs peer mineral sand mines / developers – Kasiya wins 

Peer producing mines: Today’s MRE makes Kasiya the largest rutile asset globally. However, by virtue of 
rutile grade and graphite credits, it also has the highest in-situ value (Table 2). Adding in the best (only 
disclosed) product specification, lowest carbon footprint, best on-rail infrastructure and on-hydro grid, it 
really is a generational discovery. Specifically, at US$26/t, the LOM inventory is the highest value mineral 
sand globally, lifting to >US$30/t for Y1-3 where higher-grade graphite is targeted. Mineral sands prices 
are reasonably transparent, but graphite pricing is bespoke to the product. Interestingly, if we risk 
graphite prices by 50% the deposit is still in line with the highest value African mine, Tronox’s Namakwa 
operation, yet graphite prices have strong macro support. Given that Sovereign will focus on higher-value 
coarse graphite against fines-dominant (low value) Syrah, proposed prices are certainly deliverable. 
Further, this comes ahead of any high-grading we expect once reserve geometry is better defined.  

Table 2. Sovereign in situ value vs African Mineral Sand operating mines 

 

Reserve Total $350 $750 $1351 $1590 $1085

Company Project Location (Mt) HM (%) Ilme Leu Rutil Zirc Graph Ilmen. Leucox Rutile Zircon Graph. US$/t US$bn
Sovereign Kasiya Y1-3 Malawi 30 1.10 1.54 -    -      14.9 -    16.7 $31.57 $0.9
Sovereign Kasiya LOM Malawi 595 1.05 1.08 -    -      14.2 -    11.7 $25.90 $15.4
Tronox Namakwa South Africa 727 6.0 2.9 0.6 0.6 10.1 4.5 -   9.5 -     $25.06 $18.2
Iluka Sierra Rutile Sierra Leone 212 1.5 0.9 1.5 0.1 3.2 -     20.3 1.6 -     $25.01 $5.3
Base Ranobe (dev.) Madagascar 586 6.5 4.8 0.1 0.1 0.3 16.8 0.4 1.0 4.5 -     $22.75 $13.3
Tronox KZN South Africa 225 5.6 3.4 0.4 0.4 12.0 3.0 -   6.9 -     $22.52 $5.1
Base Kwale Kenya 40 3.4 2.0 0.5 0.2 6.9 -     6.4 3.1 -     $16.41 $0.7
Rio Tinto QMM Madagascar 358 3.5 0.2 12.3 -     -   3.2 -     $15.43 $5.5
Rio Tinto RBM South Africa 1,426 2.4 0.3 8.4 -     -   4.8 -     $13.17 $18.8
Kenmare Moma Mozambique 1,540 3.3 2.7 0.1 0.2 9.5 -     0.8 2.9 -     $13.11 $20.2
TiZir Grand Cote Senegal 1,765 1.4 1.0 0.0 0.0 0.1 3.5 0.3 0.5 2.4 -     $6.72 $11.9

In-situ Value

Source: 2021 reserves except Grand Cote 2018, Rio Tinto 2020, Soverign Indicated and Inferred. Leucoxene and rutile combined for Tronox. Based on Iluka 4Q21  $1351/t rutile, $1,590/t zircon, with 
SCPe $750/t leucoxene and ~$300/t ilmenite,. Graphite from SVM scoping study; Recoveries: Ranobe - 2019 Toliara DFS, Kwale - JQ21 quarterly report

In-situ Grade (%)April 2022
~US$50bn 
resource 
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Peer development assets: Comparing Kasiya to up-and-coming developers globally, the asset is again the 
highest value. While some assets come close such as Sheffield Thunderbird and Bluejay’s Dundas, these 
assets have extreme hurdles to overcome, being metallurgy requiring roasting, and being frozen for the 
majority of the year given proximity to the North Pole, respectively. Other development assets are low 
value, with funding only coming recently demonstrative of their likely difficulty to survive the cycle, leaving 
highly leveraged equity stories funded at the top of the cycle exposed to any macro headwinds.  

Table 3. Sovereign in situ value vs peer developers 

 

Absolute size:  Kasiya has now leapt ahead of all rutile mines in Africa (Tronox, Rio, Kenmare), and globally. 
This supports far more than a doubling of production / inventory from previous scoping study, leaving 
Kasiya as the largest, highest margin, and greenest credentialed asset globally, making it profitable but 
resilient throughout the cycle too. In a complete surprise, it is also the 2nd largest graphite mine globally. 

Figure 2. Kasiya MRE vs (A) rutile and (B) flaked graphite peers 

  
Source:  Sovereign  

Valuation: multi billion-dollar asset territory ahead of expanded scoping study mine plan 

The upcoming PEA update will take the full benefit of today’s larger MRE, with the added benefit of larger 
higher grade zones compared to the previous 4Q21 PEA with ‘only’ 1.06% LOM grade, including 1.1% for 
the first 14 years at 12Mpta. In our view, Kasiya’s scale and geometry should enable a simple thesis: 
‘double the inventory, double the production’, ahead of further engineering studies. Figure 3 below shows 
our updated production model for Kasiya, lifting from 12Mtpa towards 24Mtpa in Y4 based on a doubling 
of the PEA inventory to SCPe 595Mt. There is no shortage of ore here, so we would expect the PFS and 
DFS to show some ‘one bench high-grading’ and model higher grades in Y1-3. Based on the M&I lift, we 
think the infill (and more to come) has delineated enough high-grade areas to allow these to be 
incorporated into the mine schedule. There is a balance here too, with the option to take ‘one bench’ 
(~5m) rather than the ~8-12m full ore body – this would materially lift the rutile grade, but it if backfilled, 
would sterilize underlying ore.  

Ore Total
Company Project Location Stage Mt HM (%) Ilmen. Leucox. Rutile Zircon Graph. Comment

Sovereign Kasiya: Y1-3 Malawi SCPe 30 -     -    -        1.10 -    1.54 31.57$  Highest grade @ surface
Sovereign Kasiya LOM Malawi SCPe 595.3 -     -    -        1.05 -    1.08 25.90$  Large, vanilla met
Sheffield Thunderbird Australia BFS 754 11.0 3.10 0.27 -   0.84 -     26.23$  High Mg needs roast, small grain size, high U/Th
Bluejay Dundas IlmeniteGreenland PFS 67.1 25.9 7.3 -        -   -    -     25.55$  Close to north pole; exploitation & closure plans approved
Image Bidaminna Australia Pre-PEA 102 2.2 1.06 0.79 0.10 0.11 -     12.73$  Small and low value- dredging
Strandline Fungoni Tanzania BFS 12 2.80 1.14 0.03 0.12 0.47 -     13.31$  Small
Strandline Coburn Australia BFS 523 1.11 0.54 -        0.08 0.25 -     6.83$    Resource assemblage, no reserve breakdown published 
Base Kwale North Tanzania PFS 194 1.5 0.68 -        0.20 0.09 -     6.43$    37% slimes, low val
Source: SCP/Sovereign 2Q22 MRE; SFX 2Q22 BFS; Bluejay 2Q19 PFS reserve; Strandline Coburn 2Q20 DFS and Fungoni 4Q17 DFS' for tonnes and HMC, no mineral splits published in 
DFS so grade splits taken from M&I. In-situ @ $350/t ilmenite, $750/t leucoxene, $1351/t rutile and $1590/t zircon, US$1,085/t graphite; Base Kwale North 1Q21 MRE

April 2022 In-situ Grade (%) In-situ val. 

(US$/t)
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Figure 3. SCP modelled production profile for Kasiya

 

Replicating scoping study economics but with a doubled inventory to 595Mt @ 1.05% rutile, and double 
throughput in Y4 to 24Mtpa, we lift our capex 70% for an SCP 1xNPV10% of ~A$1,560m from ~A$930m 
previously. With rutile and graphite prices used in line with the PEA (and well under spot prices), the only 
change we make is to deduct the 10% minority interest to convert from an asset to corporate valuation, 
lowering our NPV to A$1,390m. We value resources outside reserves on an insitu basis, taking only 
conservative 0.2% of the spot value for A$65m. With M&I resources now double the 4Q21 PEA inventory, 
we think the updated PEA will be a good demonstration of value on a larger endowment (1.8Bt @ 1% 
rutile or 26Moz AuEq) but also enable a quick turnaround to PFS/FS.  

Table 4. (A) SCP model inputs / economics for Kasiya & (B) Group NAV / sensitivity 

    

Recommendation: maintain BUY rating, lift PT from A$1.40/sh to A$1.65/sh  

We apply a 0.5xNAV to our A$1,390m Kasiya NPV to capture production growth ahead. As such, we 
maintain our BUY rating and lift our A$1.40/t price target to A$1.65/t based on a 0.5xNAV multiple on a 
diluted-for-options but not build basis (Table 4). To sense check our valuation, we convert our asset NPV 
to a group NAV by modelling an US$350m funding package (against US$775m capex). Applying 65% 
gearing using 10% lender IRR debt, and modelling equity dilution through to first production, gives our FF 
FD 1xNAV10% of A$2.99/sh at first production. Given this still accounts for Kasiya at only US$1,346/t vs 
spot >US$2,097/t this upside from the current share price is clear. 

 

 

 

 

  

SVM SVM
Key inputs and NPV Scoping Old New Δ to old Scoping Old New Δ to old

Mining inventory (Mt) 297.6 297.6 595.3 100% LOM revenue (US$m) 6,266 6,266 12,324 97%
ROM grade (% rutile) 1.06% 1.06% 1.05% -1% LOM revenue (US$/t) 21.1 21.1 20.7 -2%

Rom grade (% graphite) 1.12% 1.12% 1.08% -4% LOM cost (US$/t) 7.56 7.53 7.49 -1%
Rutile recovery (%) 96% 96% 96% 0% LOM revenue / cost (x) 2.8 2.8 2.8 -1%

Graphite recovery (%) 62% 62% 62% 0% Total build capex (A$m) 455 457 775 70%
LOM throughput (Mtpa) 12 12 23 91% Total sust. capex (A$m) 148 149 237 60%

Rutile production (kt pa) 122 121 227 88% Rutile price (US$/t) 1,346 1,346 1,346 0%
Graphite production (kt pa) 80 81 149 84% Graphite price (US$/t) 1,085 1,085 1,085 0%

Rutile Y1-3 (kt pa) - 115 115 0% Discount (%) 10.0% 10.0% 10.0% 0%
Graphite Y1-3 (kt pa) - 103 103 0% NPV post-tax (A$m) 937 932 1557 67%

Mining cost (US$/t) 1.77 1.77 1.77 0% Less 10% minority (A$m) - 835 1390 66%
Processing cost (US$/t) 2.69 2.69 2.69 0% Asset IRR post-tax (%) 36% 30% 25% -16%

G&A (US$/t) 0.64 0.64 0.64 0% Payback (years) 2.50 2.75 3.75 36%
Trnspt to port (US$/t) 0.86 0.86 0.85 -2% Mine life (years) 25 25 26.5 5%

Source: SCP estimates

SCPSCP SOTP project valuation*
A$m O/ship NAVx A$/sh

Ungeared @ build start (4Q23) 1,390 100% 0.50x 1.49
Cash SCPe 3Q21 5.9 100% 1.00x 0.01
Cash from options 6.2 100% 1.00x 0.01
Resources excl. inventory @ 0.2% insitu66 100% 1.00x 0.14
Asset NAV10% US$1346/t rutile 1,468 PT: 1.66
*Shares diluted for options  mine build Market P/NAV5% 0.19x
Group NAV sensitised to rutile and graphite price (A$m, ungeared)*
Project NPV 10% (A$m) R $0.95k R $1.15k R $1.35k R $1.55k R $1.95k

Graphite $0.835k/t 670 944 1,223 1,495 2,052
Graphite $1.085k/t 917 1,191 1,468 1,744 2,298
Graphite $1.335k/t 1,165 1,441 1,717 1,990 2,543
Ungeared project IRR: 20% 23% 25% 28% 32%
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Figure 4. Rutile Prices USD: (Blue) quarterly contract prices vs (White) China spot rutile price 

 
Source: Bloomberg 

Why we like Sovereign Metals 

1. Existing 1,775Mt @ 1.01% rutile comes from just 180km2 of Kasiya 
2. Pure rutile + graphite credits lowers CO2 and adds EV credits addressing ESG agenda 
3. On hydropower, hydro-mineable, on modern rail to deep-water port with allocation 
4. PFS-level Malingunde graphite project adds diversification and second pillar to value 

Catalysts 

1. 2Q22: Further offtake agreement 
2. 2Q22: Expanded PEA to including April 2022 MRE update 
3. 2023: PFS 
4. 2024: DFS 

Research 
Brock Salier (London) M: +44 7400 666 913 bsalier@sprott.com 
Justin Chan (London) M: +44 7554 784 688 jchan@sprott.com 
Brandon Gaspar (Toronto) M: +1 437 533 3142 bgaspar@sprott.com 
Eleanor Magdzinski (Toronto) M: +1 705 669 7456 emagdzinski@sprott.com 
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mailto:jchan@sprott.com
mailto:bgaspar@sprott.com
mailto:emagdzinski@sprott.com


 

 

05 April 2022 

Page 6  

  

Ticker: SVM LN Price / mkt cap: Project PNAV today: Asset: Kasia / Nsaru
Author: B Salier B Gaspar Rec / 0.5xNAV PT: 1xNAV3Q24 FF FD: Country: Malawi

Commodity price CY21E CY22E CY23E CY24E CY25E Resource / Reserve Tonnes Rutile Tonnes Graphite Tonnes
Rutile price (US$/t) 1,346 1,346 1,346 1,346 1,346 Resource 1775Mt 1.01% 17.9Mt 1.32% 23.4Mt
Graphite price (US$/t) 1,085 1,085 1,085 1,085 1,085 SCP mining inventory 595Mt 1.05% 6.2Mt 1.08% 6.4Mt
SOTP project valuation* Project: USES Funding: SOURCES

A$m O/ship NAVx A$/sh Pre-build exploration: A$23m Cash + ITM options: A$12m
Ungeared @ build start (4Q23) 1,390 100% 0.50x 1.49 Build capex: A$775m DFS equity, spot: A$30m
Cash SCPe 3Q21 5.9 100% 1.00x 0.01 Finance costs (A$m) A$39m Build equity @ 0.5xNAV: A$356m
Cash from options 6.2 100% 1.00x 0.01 TOTAL USES: A$836m 65% geared debt @ 10%: A$465m
Resources excl. inventory @ 0.2% insitu66 100% 1.00x 0.14 Buffer / drill budget: A$27m TOTAL SOURCES: A$863m
Asset NAV10% US$1346/t rutile 1,468 PT: 1.66 Share data Basic >FD >DFS eq
*Shares diluted for options  mine build Market P/NAV5% 0.19x Basic shares (m) 432.43 465.7 515.7
Group NAV sensitised to rutile and graphite price (A$m, ungeared)* Ratio analysis (YT June) FY21A FY22E FY23E FY24E FY25E
Project NPV 10% (A$m) R $0.95k R $1.15k R $1.35k R $1.55k R $1.95k Shares out (m) 413.4 482.4 482.4 708.5 708.5

Graphite $0.835k/t 670 944 1,223 1,495 2,052 EPS (A$/sh) -        -        -        -        -        
Graphite $1.085k/t 917 1,191 1,468 1,744 2,298 CFPS (A$/sh) -        -        -        -        -        
Graphite $1.335k/t 1,165 1,441 1,717 1,990 2,543 EV (A$m) - 262.0 276.8 519.4 825.5
Ungeared project IRR: 20% 23% 25% 28% 32% FCF yield (%) -        -        -        -        -        

Project NPV 8% (A$m) R $0.95k R $1.15k R $1.35k R $1.55k R $1.95k PER (x) -        -        -        -        -        
Graphite $0.835k/t 859 1,194 1,535 1,868 2,548 EV/EBITDA (x) -        -        -        -        -        
Graphite $1.085k/t 1,157 1,492 1,830 2,167 2,844 Income statement (YT June) FY21A FY22E FY23E FY24E FY25E
Graphite $1.335k/t 1,454 1,792 2,128 2,464 3,139 Net revenue (A$m) -        -        -        -        -        

*Project NPV, ex fin. costs and cent G&A, discounted to build start COGS (A$m) -        -        -        -        -        
Group NAV over time^ 1Q22 1Q23 1Q24 1Q25 1Q26 Gross profit (A$m) -        -        -        -        -        
Kasiya NPV (A$m) 1,168 1,285 1,559 2,208 2,646 G&A (A$m) 1.4 2.3 2.2 2.2 2.2
G&A and fin. costs (A$m) (123) (123) (126) (123) (91) Finance cost (A$m) -        -        -        6.3 32.4
Net cash prior qtr (A$m) 3.7 20.1 291.7 (167.8) (407.7) Exploration (A$m0 2.9 8.1 12.0 -        -        
Cash from options (A$m) 6.2 6.2 6.2 6.2 6.2 Taxes (A$m) -        -        -        -        -        
Nsaru at 50% of Kasiya 389 428 520 736 882 Minorities (A$m) -        -        -        -        -        
NAV FF FD (A$m) 1,445 1,617 2,250 2,659 3,036 Other (A$m) 0.9 0.6 0.6 6.9 32.7
FD shares in issue (m) 516 516 742 742 742 Net income (A$m) (5.1) (11.0) (14.8) (9.1) (34.9)

1xNAV5%/sh FF FD (A$/sh) 2.80 3.14 3.03 3.58 4.09 Cash flow, attrib. (YT June) FY21A FY22E FY23E FY24E FY25E
Geared NAV at 1st production, diluted for build, net G&A and fin. costs^ EBIT (A$m) (5.1) (11.0) (14.8) (2.8) (2.5)
NPV10% (A$m) R $0.95k R $1.15k R $1.35k R $1.55k R $1.95k Add back D&A (A$m) 0.0 -        -        -        -        

Graphite $0.835k/t 1,719 2,171 2,631 3,081 3,999 Net change in wkg cap (A$m) (0.1) -        -        -        -        
Graphite $1.085k/t 2,128 2,580 3,036 3,491 4,406 Other non-cash (A$m) (1.2) -        -        6.3 32.4
Graphite $1.335k/t 2,536 2,992 3,446 3,898 4,809 Cash flow ops (A$m) (3.9) (11.0) (14.8) (9.1) (34.9)

Geared project IRR: 19% 21% 24% 26% 30% PP&E - build (A$m) (0.3) (0.2) -        (503.5) (271.1)
NPV8% (A$m) R $0.95k R $1.15k R $1.35k R $1.55k R $1.95k PP&E - sust (A$m) -        -        -        -        -        

Graphite $0.835k/t 2,058 2,588 3,128 3,655 4,732 Cash flow inv. (A$m) (0.3) (0.2) -         (503.5) (271.1)
Graphite $1.085k/t 2,529 3,059 3,595 4,128 5,201 Share issue (A$m) 9.8 30.7 -        356.3 -        
Graphite $1.335k/t 2,999 3,535 4,068 4,598 5,667 Debt draw (repay) (A$m) -        -        -        200.0 264.8

^Project NPV incl grp SG&A & fin. cost, +net cash; *diluted for build equity Cash flow fin. (A$m) 9.8 30.7 -         556.3 264.8
Prod'n (Y1 from 4Q25) Y1 Y2 Y3 Y4 Y5 Net change in cash (A$m) 5.6 19.5 (14.8) 43.7 (41.3)
Rutile prod'n (000t) 63 126 126 221 252 EBITDA (A$m) (5.1) (11.0) (14.8) (2.8) (2.5)
Graphite prod'n (000t) 57 114 114 199 228 Balance sheet FY21A FY22E FY23E FY24E FY25E
Revenue / cost (x) 3.08 3.08 3.08 3.08 3.08 Cash (A$m) 8.0 27.5 12.7 55.7 14.4

Acc rec., inv, prepaid (A$m) 0.1 0.1 0.1 0.1 56.4
PP&E & other (A$m) 7.7 7.7 7.7 511.3 726.1
Total assets (A$m) 15.8 35.4 20.5 567.1 797.0
Debt (A$m) -        -        -        150.0 414.8
Accounts payable (A$m) 0.7 0.7 0.7 0.7 0.7
Others (A$m) 0.1 0.1 0.1 0.1 0.1
Total liabilities (A$m) 0.8 0.8 0.8 150.8 415.6
Issued capital (A$m) 55.3 86.0 86.0 442.3 442.3
Retained earnings (A$m) (39.4) (50.6) (65.5) 124.8 354.6
Liabilities + equity (A$m) 15.8 35.4 20.5 567.1 797.0

Source: SCP estimates

C$3.58/sh

741.8
>Build equity

BUY, A$1.65/sh
A$0.6/sh, A$259m 0.19x
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DISCLOSURES & DISCLAIMERS  
This research report (as defined under IIROC Rule 3600, Part B) is issued and approved for distribution in Canada by Sprott Capital Partners LP 
(“SCP”), an investment dealer who is a member of the Investment Industry Regulatory Organization of Canada (“IIROC”) and the Canadian Investor 
Protection Fund (“CIPF”). The general partner of SCP is Sprott Capital Partners GP Inc. and SCP is a wholly-owned subsidiary of Sprott Inc., which 
is a publicly listed company on the Toronto Stock Exchange under the symbol “SII”. Sprott Asset Management LP (“SAM”), a registered investment 
manager to the Sprott Funds and is an affiliate of SCP. This research report is provided to retail clients and institutional investors for information 
purposes only. The opinions expressed in this report are the opinions of the author and readers should not assume they reflect the opinions or 
recommendations of SCP’s research department. The information in this report is drawn from sources believed to be reliable but the accuracy or 
completeness of the information is not guaranteed, nor in providing it does SCP and/or affiliated companies or persons assume any responsibility 
or liability whatsoever. This report is not to be construed as an offer to sell or a solicitation of an offer to buy any securities. SCP accepts no 
liability whatsoever for any loss arising from any use or reliance on this research report or the information contained herein. Past performance is 
not a guarantee of future results, and no representation or warranty, expressed or implied, is made regarding future performance of any security 
mentioned in this research report. The price of the securities mentioned in this research report and the income they generate may fluctuate 
and/or be adversely affected by market factors or exchange rates, and investors may realize losses on investments in such securities, including 
the loss of investment principal. Furthermore, the securities discussed in this research report may not be liquid investments, may have a high 
level of volatility or may be subject to additional and special risks associated with securities and investments in emerging markets and/or foreign 
countries that may give rise to substantial risk and are not suitable for all investors. SCP may participate in an underwriting of, have a position in, 
or make a market in, the securities mentioned herein, including options, futures or other derivatives instruments thereon, and may, as a principal 
or agent, buy or sell such products.  

DISSEMINATION OF RESEARCH:  

SCP’s research is distributed electronically through email or available in hard copy upon request. Research is disseminated concurrently to a pre-
determined list of clients provided by SCP’s Institutional Sales Representative and retail Investment Advisors. Should you wish to no longer receive 
electronic communications from us, please contact unsubscribe@sprott.com and indicate in the subject line your full name and/or corporate 
entity name and that you wish to unsubscribe from receiving research.  

RESEARCH ANALYST CERTIFICATION:  

Each Research Analyst and/or Associate who is involved in the preparation of this research report hereby certifies that:  

 The views and recommendations expressed herein accurately reflect his/her personal views about any and all of the securities or 
issuers that are the subject matter of this research report; 

 His/her compensation is not and will not be directly related to the specific recommendations or view expressed by the Research 

analyst in this research report; 

 They have not affected a trade in a security of any class of the issuer within the 30-day period prior to the publication of this research 
report; 

 They have not distributed or discussed this Research Report to/with the issuer, investment banking group or any other third party 
except for the sole purpose of verifying factual information; and  

 They are unaware of any other potential conflicts of interest. 

UK RESIDENTS:  

Sprott Partners UK Limited (“Sprott”) is an appointed representative of PillarFour Securities LLP which is authorized and regulated by the Financial 
Conduct Authority. This document has been approved under section 21(1) of the FMSA 2000 by PillarFour Securities LLP (“Pillar Four”) for 
communication only to eligible counterparties and professional clients as those terms are defined by the rules of the Financial Conduct Authority. 
Its contents are not directed at UK retail clients. PillarFour does not provide investment services to retail clients. PillarFour publishes this 
document as non-independent research which is a marketing communication under the Conduct of Business rules. It has not been prepared in 
accordance with the regulatory rules relating to independent research, nor is it subject to the prohibition on dealing ahead of the dissemination 
of investment research. It does not constitute a personal recommendation and does not constitute an offer or a solicitation to buy or sell any 
security. Sprott and PillarFour consider this note to be an acceptable minor non-monetary benefit as defined by the FCA which may be received 
without charge. This is because the content is either considered to be commissioned by Sprott’s clients as part of their advisory  services to them 
or is short term market commentary. Neither Sprott nor PillarFour nor any of its directors, officers, employees or agents shall have any liability, 
howsoever arising, for any error or incompleteness of fact or opinion in it or lack of care in its preparation or publication; provided that this shall 
not exclude liability to the extent that this is impermissible under the law relating to financial services. All statements and opinions are made as 
of the date on the face of this document and are not held out as applicable thereafter. This document is intended for distribution only in those 
jurisdictions where PillarFour is permitted to distribute its research. 

IMPORTANT DISCLOSURES FOR U.S. PERSONS 

This research report was prepared by Sprott Capital Partners LP (“SCP”), a company authorized to engage in securities activit ies in Canada. SCP is 
not a registered broker/dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of research reports and 
the independence of research analysts. This research report is provided for distribution to “major U.S. institutional investors” in reliance on the 
exemption from registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”). Any U.S. 
recipient of this research report wishing to effect any transaction to buy or sell securities or  related financial instruments based on the information 
provided in this research report should do so only through Sprott Global Resource Investments Ltd. (“SGRIL”), a broker dealer  in the United States 
registered with the Securities Exchange Commission (“SEC”), the Financial Industry Authority (“FINRA”), and a member of the Securities Investor 
Protection Corporation (“SIPC”). Under no circumstances should any recipient of this research report effect any transaction to buy or sell securities 
or related financial instruments through SCP. 

SGRIL accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that  it is delivered to a U.S. 
person other than a major U.S. institutional investor. The analyst whose name appears in this research report is not licensed, registered, or 
qualified as a research analyst with FINRA and may not be an associated person of SGRIL and, therefore, may not be subject to  applicable 
restrictions under FINRA Rule 2241 regarding communications by a research analyst with a subject company, public appearances by the research 

mailto:unsubscribe@sprott.com


 

 

05 April 2022 

Page 8  

analyst, and trading securities held by a research analyst account. To make further inquiries related to this report, United States residents should 
contact their SGRIL representative. 

Analyst Certification/Regulation AC 

The analyst and associate certify that the views expressed in this research report accurately reflect their personal views ab out the subject 
securities or issuers. In addition, the analyst and associate certify that no part of their compensation was, is, or will be directly or indirectly related 
to the specific recommendations or views expressed in this research report. 

Sprott Capital Partners Explanation of Recommendations:  Should SCP issue research with recommendations, the research rating guidelines 

will be based on the following recommendations:  

BUY: The stocks total returns are expected to be materially better than the overall market with higher return expectations needed for more risky 
securities markets 
NEUTRAL: The stock’s total returns are expected to be in line with the overall market  
SELL: The stocks total returns are expected to be materially lower than the overall market  
TENDER: The analyst recommends tendering shares to a formal tender offering 
UNDER REVIEW: The stock will be placed under review when there is a significant material event with further information pending; and/or when 
the research analyst determines it is necessary to await adequate information that could potentially lead to a re-evaluation of the rating, target 
price or forecast; and/or when coverage of a particular security is transferred from one analyst to another to give the new analyst time to 
reconfirm the rating, target price or forecast.  
NOT RATED ((N/R): The stock is not currently rated 
 

Research Disclosure Response 

1 SCP and its affiliates collectively beneficially owns 1% or more of any class of the issuer's equity securities1 YES 

2 The analyst or any associate of the analyst responsible for the report or recommendation or any individual directly involved 
in the preparation of the report holds or is short any of the issuer's securities directly or through derivatives  

NO 

3 An SCP partner, director, officer or analyst involved in the preparation of a report on the issuer, has during the preceding 
12 months provided services to the issuer for remuneration other than normal course investment advisory or trading 
execution services  

NO 

4 SCP has provided investment banking services for the issuer during the 12 months preceding the date of issuance of the 
research report or recommendation 

YES 

5 Name of any director, officer, employee or agent of SCP who is an officer, director or  employee of the issuer, or who serves 
in an advisory capacity to the issuer  

NO 

6 SCP is making a market in an equity or equity related security of the issuer  NO 

7 The analyst preparing this report received compensation based upon SCP's investment banking revenue for the issuer NO 

8 The analyst has conducted a site visit and has viewed a major facility or operation of the issuer  NO 

9 The analyst has been reimbursed for travel expenses for a site visit by the issuer  NO 

Sprott Capital Partners Equity Research Ratings: 

 

                                                             
1 As at the end of the month immediately preceding the date of issuance of the research report or the end of the second most recent month if 
the issue date is less than 10 calendar days after the end of the most recent month 

BUY: 54

HOLD: 1

SELL: 0

UNDER REVIEW: 0

TENDER: 0

NOT RATED: 0

TOTAL 55

Summary of Recommendations as of April 2022


