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Very large titanium mine

Potential take-or-pay offtake helps de-risk project

One of NMT's non-core assets is the very large Barrambie hard rock titanium mine in WA. 
NMT announced it has a term sheet for offtake with Jiuxing Titanium Materials Co for the
DSO and part of the MGC, including floor prices (prices undisclosed).  The PFS was
released in November 2022, but that will be updated in May to develop only the DSO and
MGC.   The project is very large, with a resource of 280Mt @ 9.2% TiO  and a reserve of
44.5Mt @ 18.7%.  Total capex was A$432m in the PFS, and that study broke down into
phases as follows (study will be updated soon - so these are subject to be revised in
May).  

- Phase 1:  2.2mtpa DSO, capex A$88m

- Phase 2:  1.2mtpa mixed gravity concentrate (MGC), capex additional A$123m

- Phase 3:  0.4mtpa ilmenite and 0.4mtpa Fe/V2O5  concentrate, capex additional A$133m

Strong economics at spot prices, fixed floor price unknown

DSO:  

DSO:  

DSO:  

DSO:  

DSO:  

DSO:  

DSO:  DSO:  Assuming a fixed margin on the DSO of around US$20/t (EH estimate), we estimate
that at 2.1mtpa of product the DSO project makes ~A$55m pa pre-tax free cash flow.  Our
NPV12 for the DSO is ~A$220m post tax assuming A$100m of capital.  This assumes DSO
could be shipped for lom, not just the 12mths under the offtake.  Note our NPV does not
depend on commodity prices as its a fixed margin (although if commodity prices fell too
much, counterparty risk may increase);

M G C :  

M G C :  

M G C :  

M G C :  

M G C :  

M G C :  

M G C :  M G C :  At spot prices (ilmenite price US$400/t), we estimate that the MGC generates
around A$100m pa pre-tax cash flow.  Allocating all the capital to the MGC (ie the DSO +
the new capital) of ~A$211m capex, our NPV12 is A$310m post-tax.  The floor price is
undisclosed, however in order for the project to be financed the economics obviously need
to be attractive enough.  Consequently, we assume that the floor price is somewhere
around current prices (implying just over 2x payback).  The economics will be better
defined when the  updated PFS is released in May - so we will update our model then.  The
floor price is important because otherwise, using our long run ilmenite prices of
~US$250/t, our free cash flow estimates and NPV12 become marginal.  

LTR:  

LTR:  

LTR:  

LTR:  

LTR:  

LTR:  

LTR:  LTR:  The LTR economics are very dependant on spot versus long run assumptions.  On
spot prices, our model generates A$190m pa of free cash flow, and our NPV12 post tax
(assuming all the capital of ~A$450m) is ~A$640m.   On base numbers the free cash flow
drops back substantially unless a floor price could be incorporated.  

In our model, the economics are strongest for the DSO model, but only if such an option
was possible for LOM (the announcement says it is only for 12mths).  Hence, the MGC is
important, and economics could be very good, depending on the floor price achieved.  

Buy recommendation

We have been attributing a nominal A$50m of valuation for Barrambie in our base NMT
model.  This does not necessarily reflect what the project is worth standalone, it simply
reflects our view of the value NMT shareholders will attribute given it is diluted by the
potential of the other NMT projects (LIB, vanadium recovery, ELi).  More clarity on the floor
prices will give us confidence to increase the valuation used in our NMT valuation.  If the
floor prices reflects somewhere near spot price margins then the project becomes
attractive, and the outlook for ilmenite is then only a positive risk.  Our pre-tax spot
valuation of Barrambie is ~A$900m (~A$1.47/shr) highlighting the significant potential.

We have a $2.00/shr price target for NMT.   
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Share Price 0.60 A$/sh  
    
Price Target 2.00 A$/sh  
Valuation (DCF) 1.36 A$/sh  
WACC 12.0%   
    
    
Shares on issue 556 m, dil  
Market Capitalisation 330.9 A$m  
Enterprise Value 288.9 A$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 7.9
EV:EBITDA (x) nm nm 4.0

Performance

Source: Euroz Hartleys
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Figure 1:  Summary Model

Source:  Euroz Hartleys
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Figure 2:  Sales terms

Source:  NMT

Figure 5:  Ilmenite prices

Source:  NMT

Figure 3:  Project to be phased Figure 4:  Recovery Assumptions 

Source:  NMT Source:  NMT
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Figure 6:  Barrambie PFS (2022) Summary.  Now being updated.

Source:  NMT
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Figure 7: Products Figure 8:  Product Specs

Source:  NMT Source:  NMT

Figure 9:  Project Location Figure 10:  Geology

Source:  NMT Source:  NMT
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Figure 11:  Resource and Reserve

Source:  NMT
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Figure 14:  Barambie Titanium Mine Catalysts

Source:  NMT

Figure 12:  Resource in detail - the Central vs Eastern Figure 13: Resource in detail - the Central vs Eastern

Source:  NMT Source:  NMT
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Figure 15:  Our price target is $2.00 (unchanged from previous)

Source:   Euroz Hartleys
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Company disclosures

The companies and securities mentioned in this report, include:

Neometals Limited (NMT.ASX) | Price A$0.59 | Target price A$2.00 | Recommendation Buy;

Price, target price and rating as at 21 April 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.
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