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Neometals Ltd
(NMT $1.02) Buy

Analyst Date Price Target

Trent Barnett 26th October 2021 $1.41/sh   from $1.03/sh

Commissions battery recycling demo plant

Event

NMT announced the full commissioning of the demo plant (50% NMT) 
in Germany. The trial on customer lithium batteries will commence in 
November;  

We have also broken out our NMT valuation to separate the “Stage 1 
front end black mass” economics from the “Stage 2 backend hydro-met” 
economics;

Impact

The results of the demo trials will be used for the feasibility study and 
for process optimisation. Ideally, the feasibility study will be optimised to 
customer’s specific feedstock – hence we assume the November trials will 
also process potential customer feedstock.  Subsequent to the trials, we 
hope to see feedstock agreements ahead of the feasibility study and fid, 
due in early CY22;

Action

We maintain our Buy recommendation. Feedstock agreements will be 
a huge catalyst (that also makes them a risk);

Our base valuation is $1.00/shr (NPV12).  Our valuation is penalised by 
the high discount rate (12%) and the assumption big processing volumes  
(ie 160Kt pa plant) don’t happen until FY31.  De-risking the operation 
(feedstock / offtake & customer trials) should result in lower discount 
rate.  As an indication, our NPV5 is >$6/shr;

Our spot price valuation (NPV12) is $2.34/shr;

Hence, NMT is very attractively priced for a battery material growth 
stock.  Recycling will be a very large and necessary source of raw 
materials for the EV industry, but the equities are not pricing in the 
same growth as the primary producers…yet;

Key Catalysts
	y LIB Class 3 (feasibility) Opex and Capex – end CY21;
	y NMT secondary listing on London Stock Exchange (AIM) – 2H CY21;
	y Feasibility study and FID for first European LIB plant – 31 Mar 2022;
	y FID for first North American LIB plant – 2HCY22;
	y FS for vanadium recovery project in Europe - JunQ 2022
	y FID for vanadium recovery project in Europe – end CY22
	y Barrambie vanadium smelting trials and binding offtakes – mid CY22;

Neometals Ltd Year End 30 June
Share Price   1.02  A$/sh
  
Price Target    1.41  A$/sh
Valuation (DCF)   1.00  A$/sh
WACC  12.0% 
Terminal Growth  0% 
  
Shares on issue  552 m, diluted
Market Capitalisation   562.8  A$m
Enterprise Value   452.2  A$m
Cash (30 Jun 21a)    110.6  A$m
Debt (30 Jun 21a)    -    A$m

Key Financials 2022F 2023F 2024F
Revenue (A$m) 0.0 0.0 55.9
EBITDA (A$m) -10.2 -8.2 31.5
EBITA (A$m) -14.4 -13.0 20.9
Reported NPAT (A$m) -13.8 -15.8 13.0
Normalised NPAT (A$m) -9.9 -11.3 9.3
   
Op. Cashflow (A$m) -10.0 -11.3 18.8
Capex (A$m)* -15.4 -106.3 -204.4
Op. Free Cashflow (A$m) -25.4 -117.6 -185.6
   
Revenue Growth (%) nm nm nm
EBITDA Growth (%) nm nm nm
Norm. NPAT Growth (%) nm nm nm
   
Normalised EPS (Ac) -1.8 -2.1 1.7
Norm. EPS growth (%) nm nm nm
PER (x) nm nm 59.9
EV:EBITDA (x) nm nm 14.4
EV:EBIT (x) nm nm 21.7
   
DPS (Ac) 0.0 0.0 0.0
Dividend Yield (%) 0.0% 0.0% 0.0%
   
Net Debt (A$m) -59.3 58.2 243.8
Net Debt:Equity (%) nm 68% 251%
Interest Cover (x) nm nm 2.6
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Disclaimer

This analyst declares that he has a beneficial 
interest in NMT.
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Neometals Ltd
(NMT $1.02) Buy

Analysis

We have broken out our NMT valuation to separate the Stage 1 front 
end black mass economics (strong payback) from the Stage 2 backend 
hydro-met economics (strong payback, but longer than Stage 1).  This 
is to help investors if the full scale commercialisation is phased between 
Stage 1 & Stage 2.  Remember, NMT has already committed to a Stage 1 
(ie black mass only) 10t/pd plant in CY22.

We estimate that Stage 1 capex is substantially lower than Stage 2.  
Remember, the demo plant was effectively a Stage 1 10t/pd commercial 
operation – and the capex for that is minimal.  Consequently, it is 
possible NMT rolls out a significant number of Stage 1 plants ahead of 
a much larger Stage 2 plant.  These are speculative assumptions, and 
dependent on customers preferences.  We breakout our valuation for 
investors to help build their own scenarios for the potential high growth 
rollout over the next two years.

Corporate Valuation Base Spot

$m  A$/sh  A$/sh 

50% LIB 20ktpa- Germany  (pre-tax NPV@12%) 148 0.27 0.50

- Stage 1: Black Mass (50% shr capex A$21m) 49 0.09 0.13

- Stage 2: Hydromet (50% shr capex A$100m) 99 0.18 0.37

50% LIB 160ktpa- Germany  (pre-tax NPV@12%) 561 1.02 1.99

- Stage 1: Black Mass 192 0.35 0.53

- Stage 2: Hydromet 369 0.67 1.46

59% Vanadium Slag - Scandinavia (pre-tax NPV@12%) 34 0.06 0.32

100%% Barrambie - (pre-tax NPV@14%) 64 0.12 0.79

Other Assets/Exploration 20 0.04 0.04

Forwards 0 0.00 0.00

Corporate Overheads -68 -0.12 -0.12

Net Cash (Debt) 111 0.20 0.20

AASB16 Debt 0 0.00 0.00

Investments 8 0.01 0.01

Tax (NPV future liability) -325 -0.59 -1.44

Options & Other Equity 0 0.00 0.00

Total 553 1.00 2.30

Price Target

We have increased our price target to $1.41 (from $1.03);  
Price Target Methodology Weighting Spot 12 mth out

NPV base case 75% $1.00 $1.14

1.5x NAV 5% $1.50 $1.70

NPV at spot commodity and fx prices 15% $2.34 $2.69

NPV5 1% $6.22 $6.90

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

Net cash 3% $0.20 $0.11

Risk weighted composite $1.25

12 Months Price Target $1.41

Shareprice - Last $1.020

12 mth total return (% to 12mth target + dividend) 38.5%
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Neometals Ltd
(NMT $1.02) Buy

Profit & Loss 2022F 2023F 2024F 2025F
Revenue 0.0 0.0 55.9 374.8
Total Costs -10.2 -8.2 -24.4 -275.2
EBITDA -10.2 -8.2 31.5 99.6
 margin - - 56% 27%
 - LIB Batt. Recyl. 0.0 0.0 35.6 46.0
 - Scand. Vanadium 0.0 0.0 0.0 10.2
 - Barrambie 0.0 0.0 0.0 45.4
 - Overheads -10.2 -8.2 -4.1 -2.0
D&A -4.2 -4.8 -10.6 -17.5
EBIT -14.4 -13.0 20.9 82.1
Net Interest 0.6 -2.8 -7.9 -12.3
Pre-Tax Profit -13.8 -15.8 13.0 69.8
Tax Expense 0.0 0.0 0.0 0.0
Normalised NPAT -9.9 -11.3 9.3 50.3
Abnormal Items -3.9 -4.4 3.6 19.6
Reported Profit -13.8 -15.8 13.0 69.8
Minority  0.0 0.0 0.0 0.0
Profit Attrib -13.8 -15.8 13.0 69.8
DPS 0.0 0.0 0.0 0.0

Cash flow (A$m) 2022F 2023F 2024F 2025F
Pro-forma EBITDA -10.2 -8.2 31.5 99.6
Working Capital -0.3 -0.3 -4.7 -5.9
Cash retained in JV 0.0 0.0 0.0 0.0
Operating Cashflow -10.6 -8.4 26.8 93.7
Income Tax Paid 0.0 0.0 0.0 0.0
Interest & Other 0.6 -2.8 -7.9 -12.3
Operating Activities -10.0 -11.3 18.8 81.4
    
Property, Plant & Equip. -15.4 -106.3 -204.4 -149.5
Exploration and Devel. 0.0 0.0 0.0 0.0
Other 0.0 0.0 0.0 0.0
Investment Activities -15.4 -106.3 -204.4 -149.5
    
Borrowings 100.0 100.0 100.0 80.0
Equity or “tbc capital” 0.0 0.0 0.0 0.0
Dividends Paid 0.0 0.0 0.0 0.0
Financing Activities 100.0 100.0 100.0 80.0
    
Net Cashflow 74.6 -17.6 -85.6 11.8

Balance Sheet ($m) 2022F 2023F 2024F 2025F
Cash 160.6 143.0 57.4 69.3
Other Current Assets 1.2 1.2 8.1 47.4
Total Current Assets 161.8 144.2 65.5 116.7
Property, Plant & Equip. -11.2 90.4 284.2 416.2
Exploration 44.1 44.1 44.1 44.1
Investments/other 9.7 9.7 9.7 9.7
Tot Non-Curr. Assets 42.6 144.1 337.9 470.0
Total Assets 204.4 288.3 403.4 586.6
    
Short Term Borrowings - - - -
Other 3.0 2.8 4.9 38.3
Total Curr. Liabilities 3.0 2.8 4.9 38.3
Long Term Borrowings 100.0 200.0 300.0 380.0
Other 2.0 2.0 2.0 2.0
Total Non-Curr. Liabil. 102.0 202.0 302.0 382.0
Total Liabilities 105.1 204.8 307.0 420.3
Net Assets 99.3 83.5 96.5 166.3
Net Debt (pre AASB16) -61 57 243 311
Net Debt (post AASB16) -59 58 244 312

LIB Production (100%)  2022F 2023F 2024F 2025F 
Throughput  -     -     13.69   18.25 
 - Production    
    - Li Sulphate  -     -     2.5   3.4 
    - Co Sulphate  -     -     0.9   1.2 
    - Ni Sulphate  -     -     7.6   10.1 
    - Copper  -     -     1.4   1.9 
Capex -20 -101 -121 0

Scandinavian Vanadium (100%)  2022F 2023F 2024F 2025F
V2O5    5.8
Cash Costs    -6.2
Capex 0 -87 -87 -87

Barrambie (100%) 2022F 2023F 2024F 2025F
Concentrate    1.1
Cash Costs    -140
Capex 0 0 -88 -88

Valuation A$m A$/sh
50% LIB 20ktpa- Germany  (pre-tax NPV@12%) 148 0.27
50% LIB 160ktpa- Germany  (pre-tax NPV@12%) 561 1.02
59% Vanadium Slag - Scandinavia (pre-tax NPV@12%) 34 0.06
100%% Barrambie - (pre-tax NPV@14%) 64 0.12
Other Assets/Exploration 20 0.04
Forwards 0 0.00
Corporate Overheads -68 -0.12
Net Cash (Debt) 111 0.20
AASB16 Debt 0 0.00
Investments 8 0.01
Tax (NPV future liability) -325 -0.59
Options & Other Equity 0 0.00
Total 553 1.00

Price Assumptions 2022F 2023F 2024F 2025F
AUDUSD 0.74 0.74 0.74 0.74
Spodumene  - Chemical (ie Battery) 825 700 700 700
LiOH 15000 15000 13000 13000
LC 15000 15000 13000 13000
Nickel 8.8 8.5 8.3 8.0
Copper 4.1 3.7 3.6 3.5
Cobalt 24 24 24 24
V2O5 - 98% China 7.0 7.0 7.0 7.0
V2O5 - 99.5% Rotterdam 8.4 8.4 8.4 8.4

Other Information 

Estimated free float: 92.8%
12-mth High/Low (A$/sh) $1.01 - $0.180405
Average daily volume (A$m) 1.1
ASX Code NMT
Next result Feb-22

Company Description
Very advanced lithium battery recyling project in Europe.
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Copyright & Distribution

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

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 Limited on (+618) 9488 1400. You should 
not use, copy, disclose or distribute this information without the express written 
authority of Euroz Hartleys Limited.

Disclaimer & Disclosure

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 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 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 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 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 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. 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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