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NMT: Big catalysts ahead

Event

NMT's four businesses units are set for catalysts this year;

Our valuation is driven by the LIB recycling business, which has the potential to be very
large, especially in Europe;

The other two European assets are the vanadium recovery development in Finland and LiCl
conversion development in in Portugal.  The fourth asset is the Barrambie (non-core, in our
view)  hard rock titanium mine development in Australia;

Impact

All four business units need financing;

Given three are in Europe, it is possible that the EU Critical Materials Act is a catalyst for
financing.  We note that the US peer LICY.nyse recently received a conditional USA Govt
grant of US$375m.
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375m.375m. The legislative and critical raw material sourcing risks that drive the
need for recycling are even higher in Europe than the US, in our view;

.Action

We have a Buy recommendation.  The key for NMT's battery recycling business is
demonstrating it can achieve scale.  

Based on our capex and opex assumptions, on spot prices the large volume integrated
projects are hugely economic .  On our more conservative commodity price assumptions,
our NPV12 drifts back towards capex. 

Our base valuation assumes a NSR royalty (and lower than recent NMT deals) on large
volumes (500tpd), and fund a 25% interest in two smaller (50tpd) integrated plants (one in
USA and one in Germany);

NMT solves a very large problem for the EV industry, and the strategic value should not be
underestimated. Our valuations do not include such premiums yet.  Key risks are execution
and commodity prices.

Catalyst

EU is due to unveil its Critical Raw Materials Act: March 8-15

EU leaders reconvene in Brussels: Late March

Study for the hydromet circuit - mid CY23

FID on Stelco deal - late CY23

 

 

 

Share Price 0.89 A$/sh  
    
Price Target 2.00 A$/sh  
Valuation (DCF) 1.36 A$/sh  
WACC 12.0%   
Terminal Growth 0%   
    
Shares on issue 556 m, dil  
Market Capitalisation 495.0 A$m  
Enterprise Value 453.0 A$m  
Cash (31 Dec 22a) 42.0 A$m  
Debt (31 Dec 22a) - A$m  
    
Key Financial Metrics 23F 24F 25F
Revenue (A$m) 5.4 6.3 121.6
EBITDA (A$m) -6.1 -5.9 71.9
EBITA (A$m) -10.4 -11.1 63.7
Reported NPAT (A$m) -9.4 -11.2 62.8
Normalised NPAT (A$m) -6.8 -8.1 45.2
    
Operating Cashflow (A$m) -5.6 -6.0 61.7
Capex (A$m)* -13.1 -94.2 -58.0
Op. Free Cashflow (A$m) -18.8 -100.2 3.7
    
Revenue Growth (%) nm nm nm
EBITDA Growth (%) nm nm nm
Norm. NPAT Growth (%) nm nm nm
    
Normalised EPS (Ac) -1.2 -1.4 7.5
Norm. EPS growth (%) nm nm nm
PER (x) nm nm 11.9
EV:EBITDA (x) nm nm 6.3

Performance

Source: Euroz Hartleys

https://investors.li-cycle.com/news/news-details/2023/Li-Cycle-Receives-Conditional-Commitment-for-375-Million-Loan-from-the-U.S.-Department-of-Energy-ATVM-Program/default.aspx
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Figure 1:  Summary Model

Source:  Euroz Hartleys
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Figure 2:  EU regulations creating a big barrier to entry

Source:  Euroz Hartleys

Figure 3:  Battery Recycling Catalysts

Source:  NMT
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Figure 4:  Vanadium recovery catalysts

Source:  NMT

Figure 5:  ELi Lithium Processing Catalysts

Source:  NMT

Figure 6:  Barambie Titanium Mine Catalysts

Source:  NMT
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Figure 7:  Plant potential economics

Source:  EZL
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Figure 8:  Our price target is $2.00

Source:   Euroz Hartleys
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Company disclosures

The companies and securities mentioned in this report, include:

Neometals Limited (NMT.ASX) | Price A$0.89 | Target price A$2.00 | Recommendation Buy;

Price, target price and rating as at 01 March 2023 (* not covered)

Additional disclosures

The analyst declares that they have a beneficial interest in: Neometals Limited (NMT.ASX)

Other disclosures, disclaimers and certificates

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.

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.


