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NMT: Site visit to German demo plant

Site visit to demo plant

We visited the Primobius Hilchenbach recycling facility in Germany (50% NMT);

This is the ~10tpd commercial shredding plant (spoke) that produces black mass for sale,
and the smaller demo hydromet (hub) circuit that produces test samples of metal
sulphates for customers; 

Compared to our last visit, there was noticeably high confidence about the performance
and understanding of the hydromet circuit.  Additionally, understanding the subtle tweaks
in achieving very high recoveries in the front end is also going very well. 

Remember that EU battery regulations are now looking towards industry recovery target of
90/95% (for Ni, Co, Cu).  This has necessitated extra process development and innovation
to attain targets. 

We are still waiting on the purchase agreement for the Mercedes demo plant but hopefully
that is imminent.  

FID on large plants to come

The FID on the larger commercial plants (50tpd) will come after the cost study on the
integrated plant due mid year.  

We have increased our assumed capex to ~US$300m-$400m (range depends on existing
infrastructure) for each 50tpd in our model.  The payback on our spot numbers remains
very good (<5x) but on our base commodity assumptions is >10x (which is likely still
adequate for large customers, particular given in Europe it will be a regulatory requirement
to recycle, plus recycling both lowers the cost of raw materials and secures supply).  There
is a possibility that NMT deploys the royalty model (better ROCE for NMT shareholders,
minimal dilution).  Our valuation is a blend.

Revenue royalty model a possibility 

NMT/SMS (Primobius) is unique in offering customers a solution for lowest cost raw
materials, and very high guaranteed recovery rates in exchange for a royalty.  Competitor
offerings ask to selling the raw materials back to the customer, which means that the
customer shares less of the economics of recycling.  So, upon commercialisation in
2HCY23, the expectation is that there will be a fast customer take up of the Primobius
plants because of the better economics for customers.

Speculative Buy recommendation

There have been clear learnings from the demo plant that will be put into the commercial
plants to optimise recoveries.  This should help customer confidence in delivery and
should help with the plant rollout. The timing of the rollout and capital requirements for
NMT are still uncertain and that’s the biggest detraction for the stock at the moment.  The
study due mid year should help clarify, and upon certainty we may upgrade to Buy.  NMT
solves a very large problem for 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

Study for the hydromet circuit - mid CY23: 

FID on 50tpd plants - late CY23

 

 

 

Share Price 0.665   
    
Price Target 2.00   
Valuation (DCF) 1.19   
WACC 12.0%   
    
    
Shares on issue 556   
Market Capitalisation 369.8   
Enterprise Value 337.5   
Cash (31 Mar 23a) 32.3   
Debt (31 Mar 23a) -   
    
Key Financial Metrics 23F 24F 25F
Revenue (A$m) 5.4 6.6 6.3
EBITDA (A$m) -6.1 -5.6 -5.9
EBITA (A$m) -10.7 -9.8 -11.4
Reported NPAT (A$m) -9.6 -9.1 -12.1
Normalised NPAT (A$m) -6.9 -6.5 -8.7
    
Operating Cash (A$m) -5.5 -4.9 -6.6
Capex (A$m)* -3.9 -13.9 -127.1
Op. Free Cashflow (A$m) -9.4 -18.8 -133.7
    
Revenue Growth (%) nm nm nm
EBITDA Growth (%) nm nm nm
Norm. NPAT Growth (%) nm nm nm
    
Normalised EPS (Ac) -1.3 -1.2 -1.4
Norm. EPS growth (%) nm nm nm
PER (x) nm nm nm
EV:EBITDA (x) nm nm nm

Performance

Source: Euroz Hartleys



PAGE 2NEOMETALS LIMITED | PUBLISHED ON 03 MAY 2023

Euroz Hartleys Limited. All information and advice is confidential and for the private information of the person to whom it is provided and is provided without any responsibility or
liability on any account whatsoever on the part of Euroz Hartleys Limited or any member or employee thereof. Refer to full disclaimer at the end of this document.

Figure 1:  Summary Model

Source:  Euroz Hartleys
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Figure 2:  Photo of the 10tpd plant (not a site visit photo)

Source:  NMT

Figure 3:  Timetable

Source:  NMT
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Figure 4:  EU regulation targeting very high recoveries

Source:  NMT

Figure 5: Price target scenarios

Source: Euroz Hartleys
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Company disclosures

The companies and securities mentioned in this report, include:

Neometals Limited (NMT.ASX) | Price A$0.63 | Target price A$2.00 | Recommendation Speculative Buy;

Price, target price and rating as at 03 May 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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