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(NMT $0.35) Buy

Analyst Date Price Target

Trent Barnett 3rd  March 2021 $0.88/sh   from $0.35/sh

Lithium battery recycling in Europe…Boom!

Investment case

NMT is in JV to develop a LIB (“lithium-ion battery”) recycling business 
with an initial footprint in Europe.  It is very advanced, with the 
demonstration scale plant due for commissioning in coming months.  
FID for subsequent commercial starter plant production (20ktpa 
capacity) is early CY22. The potential growth is substantial, and industry 
tailwinds are extremely strong.  The second European project is 
vanadium recovery from stock-piled steel slags in Finland and Sweden. 
The longer-term projects are a lithium conversion facility to process Mt 
Marion offtake (current plan is India) and the final project is the very 
large Barrambie titanium/vanadium deposit.

Key points
	y NMT is advancing its LIB recycling project in Europe.
	y Our valuation for the first commercial recycling plant (20ktpa) is 

A$270m (50% A$135m);
	y There is a USA SPAC transaction peer called Li-Cycle (PDAC.NYS) 

that has a significant pro-forma market capitalisation (link). Another 
North American peer (Redwood Materials) is also getting a lot of 
attention in the media following its recent deal with Tesla;

	y Our valuation on a LIB expansion to 180ktpa by 2030 (NPV12) 
increases LIB valuation to A$500m (50% share) in todays dollars;

	y As the LIB is de-risked through this year, and moves towards 
construction in 2022 we expect a meaningful re-rate; 

	y The other development assets all have significant potential, although 
are overshadowed by the potential of the LIB, in our view;

	y We have a Buy recommendation with a $0.88 price target.
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Neometals Ltd� Year End 30 June
Share Price	 0.35 	 A$/sh

Price Target 	 0.88 	 A$/sh
Valuation (DCF)	 0.97 	 A$/sh
WACC 12%
Terminal Growth		 0%	

Shares on issue		  549 m, diluted
Market Capitalisation		 192.1 	 A$m
Enterprise Value	 119.4 	 A$m
Cash (31 Dec 20a) 	 72.7 	 A$m
Debt (31 Dec 20a) 		  - A$m

Key Financials	 2020A	 2021F� 2022F
Revenue (A$m)	 0.0	 0.0	 0.0
EBITDA (A$m)	 -16.0	 -12.8	 -10.2
EBITA (A$m)	 -16.7	 -18.2	 -14.4
Reported NPAT (A$m)	 -14.6	 -16.7	 -15.0
Normalised NPAT (A$m)	 -11.1	 -12.0	 -10.8

Operating Cashflow (A$m)	-11.5	 -11.4	 -11.1
Capex (A$m)*	 -8.7	 -2.0	 -81.6
Op. Free Cashflow (A$m)	-20.2	 -13.3	 -92.7

Revenue Growth (%)	 nm	 nm	 nm
EBITDA Growth (%)	 nm	 nm	 nm
Norm. NPAT Growth (%)	 nm	 nm	 nm

Normalised EPS (Ac)	 -2.0	 -2.2	 -2.0
Norm. EPS growth (%)		 nm	 nm
PER (x)	 nm	 nm	 nm
EV:EBITDA (x)	 nm	 nm	 nm
EV:EBIT (x)	 nm	 nm	 nm

DPS (Ac)	 2.0	 0.0	 0.0
Dividend Yield (%)	 5.7%	 0.0%	 0.0%

Net Debt (A$m)	 -75.8	 -62.5	 30.3
Net Debt:Equity (%)	 0%	 nm	 30%
Interest Cover (x)	 0.0	 nm	 nm
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Disclaimer

Euroz Hartleys Securities declares that it has act-
ed as underwriter to and/or arranged an equity 
issue in and/or provided corporate advice to NMT 
during the last year. Euroz Hartleys Securities has 
received a fee for these services. 

https://li-cycle.com/investors/
https://www.redwoodmaterials.com/press
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Analysis
NMT has four main projects.  All are expected to be financed with 
JV’s, with three projects already in MOU partnerships and the fourth 
subject to a collaboration agreement. The main project is the LIB 
(battery recycling). The second project is vanadium recovery from steel 
slags stockpiled in Scandinavia. The longer-term project are a lithium 
conversion facility to process Mt Marion offtake (current plan is India) 
and the final project is the very large Barrambie titanium/vanadium 
deposit.
Our valuation attributes most value to the LIB (battery recycling) 
development.  We value the initial development at ~$270m (100% 
basis), but peers are valued significantly higher. One peer in the USA 
(Li-Cycle) is catering a SPAC at an implied valuation of ~US$1b.

Euroz Hartleys Valuation 

50% LIB 20ktpa-
Germany  (pre-
tax NPV@12%)

50% LIB 
+150ktpa-

Germany  (pre-
tax NPV@12%)

50% Vanadium 
Slag -

Scandinavia 
(pre-tax 

NPV@10%)

50% LiOH 
Refinery - India 

(pre-tax 
NPV@14%)

100% Barrambie 
- Notional Value

100% Mt 
Edwards -

Notional Value

Source: Euroz Hartleys 

Li-cycle is a Spac IPO in the USA

Source: PowerPoint Presentation (li-cycle.com)
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Battery Recycling (LIB), 50/50 JV - Germany

NMT is in 50/50 JV with SMS group GmbH (European Engineering 
Company) for the construction and operation of lithium battery 
recycling plants. The project is very advanced (study work, site, offtakes 
etc).  Commissioning of the demonstration plant is imminent (April), 
with completion of the processing trials for customer evaluation in July.  

Following the demonstration plant commissioning, the JV will proceed 
towards commercial scale FID by March 2022.  As a reminder, the 
commercial site will need to secure operating permits subject to the 
location chosen (site selection underway now in parallel with feed 
supply and offtake dialogues). The initial commercial project targets 
20ktpa throughout capacity and the second larger plant should be 
capable of 200ktpa as recycling demand increases (ie by 2030).  
Additional sites could be required through the 2030’s as recycling peaks 
and then matures.

The project will be staged over 10 years so that it can match the life 
cycle of EV’s as they are rolled out. 

As well as earnings revenue from the sale of the products (inc. nickel 
sulfate, cobalt sulfate, lithium and copper), disposal service fees can 
also be generated. The high purity products are targeted for sale to 
cathode makers could also earn a premium above spot given its low-
carbon footprint and EU legislation that will mandate minimum recycled 
content in new batteries. 

The two-stage recycling flowsheet shreds and beneficiates (Spoke) 
to make an intermediate (“Black Mass”) before stage two hydromet 
refining (Hub) to make high purity cathode chemicals. Given that 
Neometails will be introducing Europe’s largest shredding plant via its 
demonstration trial, it is plausible that NMT starts a semi-commercial 
plant selling blackmass intermediate while constructing and ramping 
up its stage two refinery (Hub). This would potentially reduce NMT’s 
upfront funding requirement, noting the lower recycling efficiency 
and higher carbon footprint from selling black mass are only short 
term whilst the hydromet refinery increases throughout capacity to 
nameplate. 

Our model assumes production of nickel, cobalt and lithium sulphate 
plus copper/aluminium foils.  Low value materials like graphite, plastic, 
steel scrap have not been attirbuted any value. There is a possibility of 
additional by-product revenue streams once confirmed in the feasability 
study. 

Capex is estimate at US$66m capex for both stages (scoping study 
level, 4 June 2019).  The $10m capex for the Spoke (Stage 1) is for 
the shredding and balance is for the Hub (recovering the individual 
products).  The JV partner will arrange the debt financing, and NMT 
currently has enough cash on balance sheet for its equity contribution. 
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Source: NMT

Vanadium Recovery, 50/50 JV - Finland and Sweden

The project is to recover vanadium from steel making by-products.  
NMT is in JV with Critical Metals Ltd (“Critical”, an unlisted company in 
which NMT is a 18% shareholder). The project is at the PFS stage with 
a pilot plant under construction. The JV has a 10 year slag purchase 
agreement for 200ktpa from leading Scandinavian steel maker - SSAB. 
Production is expected to be 12.12m lbs pa of high purity (+99.5%) V2O5 
and opex US$3.92/lb.  

Scoping study capex is US$159m (100%).  The PFS is expected by June.

Our model assumes V2O5 prices near US$7/lb, similar to spot prices for 
high grade product in Europe.  As a reminder, the 2019 spike was near 
US$35/lb for 98% purity in China. 
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LiOH Refinery, 50/50 JV - India

NMT has a right to 57ktpa of 6% Li2O spodumene from Mt Marion. The 
business plan entails building a LiOH refinery in India. The project is pre 
completion of a feasibility study. We assume capex of at US$300m for 
20kt and cash costs of US$7.8k. Current timetable is for fid in 2023.  

The project is in 50:50 JV partner Manikaran Power (leading Indian 
power trading company)
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Barrambie, 100% - Western Australia
Barrambie is a large titanium and vanadium project.  The company 
has completed a DFS on a vanadium only operation (May 2019), and is 
considering a staged capex light construction to begin this year (based 
on mining and gravity concentration to generate a ilmenite (titanium) 
and vanadium rich magnetite product for export), pending finance and 
offtake. The project is on a granted mining lease with EPA approval.   
We attribute a nominal value (A$25m) pending offtake and financing 
solution. Neometals has a collaboration agreement with leading Chinese 
research institute IMUMR and we await clarity on development plans 
between them. Our estimate is an ‘attributed value’ that the market 
may place on the asset given the other assets in the NMT portfolio.  It 
is not an estimate of what the project is actually worth. The Company 
estimated NPV10 is US$301m.  The current plan is to move to a capital 
light DSO/beneficiation project.  The NPV10 is likely to be lower, but 
the risks of execution and the capital requirement should also be 
significantly lower.
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Mt Edwards, 100% - Western Australia

Mt Edwards is a nickel development project.  We attribute a nominal 
value (A$25m) pending evaluation studies and a development pathway.  
Our estimate is an ‘attributed value’ that the market may place on the 
asset given the other assets in the NMT portfolio.  It is not an estimate 
of what the project is actually worth.   If it were divested into a single 
asset company, it is likely to be valued significantly better given peer 
comparison valuations of pure nickel companies.

Price Target

We have a price target of $0.88, which is a blend of several scenarios.

Price Target Methodology Weighting Spot 12 mth out

NPV base case 50% $0.97 $1.05

1.5x NAV 15% $1.45 $1.58

NPV at spot commodity and fx prices 5% $1.21 $1.31

NPV5 1% $4.56 $5.02

Grossed up dividend yield of 6.0% 1% $0.00 $0.00

Net cash 28% $0.13 $0.00

Risk weighted composite $0.85

12 Months Price Target $0.88

Shareprice - Last $0.350

12 mth total return (% to 12mth target + dividend) 150.7%
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Financial Statements	 2022f	 2023f	 2024f	 2025f
Revenue	 0.0	 0.0	 120.1	 120.1
Total Costs	 -10.2	 -8.2	 -74.4	 -72.4
EBITDA	 -10.2	 -8.2	 45.6	 47.8
 margin	 -	 -	 38%	 40%
 - LIB Batt. Recyl.	 0.0	 0.0	 35.0	 35.1
 - Scand. Vanadium	 0.0	 0.0	 14.7	 14.7
 - LiOH Refinery	 0.0	 0.0	 0.0	 0.0
 - Barrambie	 0.0	 0.0	 0.0	 0.0
 - Overheads	 -10.2	 -8.2	 -4.1	 -2.0
D&A	 -4.2	 -7.2	 -9.6	 -12.1
EBIT	 -14.4	 -15.4	 36.0	 35.7
Net Interest	 -0.6	 -4.0	 -5.6	 -7.4
Pre-Tax Profit	 -15.0	 -19.3	 30.5	 28.3
Tax Expense	 0.0	 0.0	 0.0	 0.0
Normalised NPAT	 -10.8	 -13.9	 21.9	 20.3
Abnormal Items	 -4.2	 -5.4	 8.5	 7.9
Reported Profit	 -15.0	 -19.3	 30.5	 28.3
Minority 	 0.0	 0.0	 0.0	 0.0
Profit Attrib	 -15.0	 -19.3	 30.5	 28.3
DPS	 0.0	 0.0	 0.0	 0.0

Cash flow (A$m)	 2022f	 2023f	 2024f	 2025f
Cash	 71.0	 28.2	 14.6	 43.7
Other Current Assets	 1.2	 1.2	 16.0	 16.0
Total Current Assets	 72.1	 29.4	 30.6	 59.7
Property, Plant & Equip.	 77.1	 150.2	 188.3	 287.1
Exploration	 44.1	 44.1	 44.1	 44.1
Investments/other	 9.7	 9.7	 9.7	 9.7
Tot Non-Curr. Assets	 130.8	 204.0	 242.0	 340.9
Total Assets	 203.0	 233.4	 272.7	 400.6
				  
Short Term Borrowings	 -	 -	 -	 -
Other	 3.0	 2.8	 11.6	 11.3
Total Curr. Liabilities	 3.0	 2.8	 11.6	 11.3
Long Term Borrowings	 100.0	 150.0	 150.0	 250.0
Other	 2.0	 2.0	 2.0	 2.0
Total Non-Curr. Liabil.	 102.0	 152.0	 152.0	 252.0
Total Liabilities	 105.1	 154.8	 163.6	 263.4
Net Assets	 97.9	 78.6	 109.0	 137.3
Net Debt (pre AASB16)	 29	 122	 135	 206
Net Debt (post AASB16)	 30	 123	 137	 207

Balance Sheet ($m)	 2022f	 2023f	 2024f	 2025f
Pro-forma EBITDA	 -10.2	 -8.2	 45.6	 47.8
Working Capital	 -0.3	 -0.3	 -6.0	 -0.3
Cash retained in JV	 0.0	 0.0	 0.0	 0.0
Operating Cashflow	 -10.6	 -8.4	 39.7	 47.5
Income Tax Paid	 0.0	 0.0	 0.0	 0.0
Interest & Other	 -0.6	 -4.0	 -5.6	 -7.4
Operating Activities	 -11.1	 -12.4	 34.1	 40.1
				  
Property, Plant & Equip.	 -81.6	 -80.3	 -47.7	 -111.0
Exploration and Devel.	 0.0	 0.0	 0.0	 0.0
Other	 0.0	 0.0	 0.0	 0.0
Investment Activities	 -81.6	 -80.3	 -47.7	 -111.0
				  
Borrowings	 100.0	 50.0	 0.0	 100.0
Equity or “tbc capital”	 0.0	 0.0	 0.0	 0.0
Dividends Paid	 0.0	 0.0	 0.0	 0.0
Financing Activities	 100.0	 50.0	 0.0	 100.0
				  
Net Cashflow	 7.3	 -42.8	 -13.6	 29.1

LIB Production (100%)	 2022f	 2023f	 2024f	 2025f
Throughput	  -   	  -   	  18.25 	  18.25 
 - Production				  
    - Li Sulphate	  -   	  -   	  1.3 	  1.3 
    - Co Sulphate	  -   	  -   	  5.0 	  5.0 
    - Ni Sulphate	  -   	  -   	  1.8 	  1.8 
    - Copper	  -   	  -   	  4.6 	  4.6 
Capex	 -71	 -71	 0	 0

LiOH Refinery (100%)	 2022f	 2023f	 2024f	 2025f
LiOH	 0	 0	 0	 0
Cash Costs				  
Capex	 0	 0	 0	 -150

Scandinavian Vanadium (100%)	 2022f	 2023f	 2024f	 2025f
V2O5	 0.0	 0.0	 11.5	 11.5
Cash Costs	 0.0	 0.0	 -5.1	 -5.1
Capex	 -81	 -81	 -81	 0

Valuation	 A$m	 A$/shr
50% LIB 20ktpa- Germany  (pre-tax NPV@12%)	 134	 0.24
50% LIB +150ktpa- Germany  (pre-tax NPV@12%)	 471	 0.86
50% Vanadium Slag - Scandinavia (pre-tax NPV@10%)	 25	 0.05
50% LiOH Refinery - India (pre-tax NPV@14%)	 6	 0.01
100% Barrambie - Notional Value	 25	 0.05
100% Mt Edwards - Notional Value	 25	 0.05
Other Assets/Exploration	 8	 0.01
Forwards	 0	 0.00
Corporate Overheads	 -68	 -0.12
Net Cash (Debt)	 73	 0.13
AASB16 Debt	 0	 0.00
Investments	 0	 0.00
Tax (NPV future liability)	 -167	 -0.30
Options & Other Equity	 0	 0.00
Total	 532	 0.97

Price Assumptions	 2022f	 2023f	 2024f	 2025f

AUDUSD	 0.75	 0.74	 0.74	 0.74
Spodumene  - Chemical (ie Battery)	 480	 540	 575	 600
LiOH	 10170	 10300	 10300	 10300
LC	 10170	 10300	 10300	 10300
Nickel	 8.5	 8.3	 8.0	 8.0
Copper	 3.5	 3.3	 3.0	 3.0
Cobalt	 20	 20	 20	 20
V2O5	 7.0	 7.0	 7.0	 7.0

Other Information	

Estimated free float:	 91.5%
12-mth High/Low (A$/sh)	 $0.425 - $0.118125
Average daily volume (A$m)	 0.3
ASX Code	 NMT
Next result	 Aug-21

Company Description
Very advanced lithium battery recyling project in Europe.
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Disclaimer

Copyright & Distribution

The material contained in this communication (and all attachments) is prepared for 
the exclusive use of clients of Euroz Hartleys Securities Ltd (ACN 089 314 983) and 
Euroz Hartleys Limited (ACN 104 195 057) only. 

Euroz Hartleys Securities Limited is the holder of an Australian Financial Services 
Licence (AFSL 243302) and is a participant of the Australian Securities Exchange 
Group.

Euroz Hartleys Limited is the holder of an Australian Financial Services Licence 
(AFSL 230052) and is a participant of the Australian Securities Exchange Group.

The information contained herein is confidential. If you are not the intended 
recipient no confidentiality is lost by your receipt of it. Please delete and destroy 
all copies, and contact Euroz Hartleys Securities Limited on (+618) 9488 1400. You 
should not use, copy, disclose or distribute this information without the express 
written authority of Euroz Hartleys Securities Limited.

Disclaimer & Disclosure

Euroz Hartleys Securities Limited and Euroz Hartleys Limited, and their associates 
declare that they deal in securities as part of their securities business and 
consequently may have an interest in the securities recommended herein (if any). 
This may include providing equity capital market services to the issuing company, 
hold a position in the securities, trading as principal or agent and as such may effect 
transactions not consistent with the recommendation (if any) in this report.

Euroz Hartleys Securities Limited and Euroz Hartleys Limited declares that they may 
have separately or jointly acted as an underwriter, arranger, co-arranger or adviser 
in equity capital raisings, and will have received a fee for its services, from or any 
company mentioned within this report during the last 12 months.

You should not act on any recommendation issued by Euroz Hartleys Securities 
Limited without first consulting your investment adviser in order to ascertain 
whether the recommendation (if any) is appropriate, having regard to your 
objectives, financial situation and needs. Nothing in this report shall be construed as 
a solicitation to buy or sell a security, or to engage in or refrain from engaging in any 
transaction.

Euroz Hartleys Securities Limited believes that the information and advice contained 
herein is correct at the time of compilation, however we make no representation or 
warranty that it is accurate, complete, reliable or up to date, nor do we accept any 
obligation to correct or update the opinions in it. The opinions expressed are subject 
to change without notice. No member of Euroz Hartleys Securities Limited accepts 
any liability whatsoever for any direct, indirect, consequential or other loss arising 
from any use of this material.

We cannot guarantee that the integrity of this communication has been maintained, 
is free from errors, virus interception or interference.

The author of this publication, Euroz Hartleys Securities Limited, and Euroz Hartleys 
Limited, it’s directors and their associates from time to time may hold shares in the 
security/securities mentioned in this Research document and therefore may benefit 
from any increase in the price of those securities. Both Euroz Hartleys Securities 
Limited and Euroz Hartleys Limited, and its Advisers may earn brokerage, fees, 
commissions, other benefits or advantages as a result of transactions arising from 
any advice mentioned in publications to clients.

Analyst Certification

We hereby certify that all of the views expressed in this report accurately reflect 
our personal views about the subject company or companies and its or their 
securities, and we are not in possession of, nor does this Research contain any inside 
information.

No part of our compensation was, is or will be directly or indirectly, related to the 
specific recommendations or views expressed by the authoring analyst in this 
research, nor has any attempt been made to influence this Research.
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