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Event
NMT announced non-binding MoU with RIO to discuss and explore opportunities to
collaborate in relation to potential validation of the ELi Process (70/30 JV
NMT.asx/MIN.asx).

ELi uses electricity to convert lithium chloride solutions into lithium hydroxide in a
conventional chlor-alkali cell and has substantially lower production costs than
conventional process.

RIO intend to explore opportunities to complete optimisation test work and to update
the process design criteria for a pilot/demonstration scale plant

The MoU continues for a term of 8 months, unless extended or terminated earlier by
agreement of the parties in writing.  It is not exclusive.

Impact
If this moves to a commercial agreement, we would expect the NMT/MIN JV to receive
royalties.

Even at current depressed lithium chemical prices, a standard conservative 2.5% royalty
would be ~US$7m pa for every 40ktpa of production.  Remember, RIO has big aspiration
targets for eventual lithium production following its acquisition of Arcadium <link>, well in
excess of 40ktpa.  So this could be a huge company maker for NMT (remembering also
that  royalty companies trade on very high p/e multiples).  A higher royalty rate, or rising
lithium prices (which most people expect), obviously would be even better.   The key
though is that ELi should dramatically lower lithium production costs (see Fig. 1), which is
why companies like RIO are evaluating adoption in the current downturn.  

Action
We have a Speculative Buy recommendation.  If this MoU progresses to commerciality, it
should be huge for NMT.  NMT current market cap is ~A$55m. Cash end March was $7m
+ $10m in investments.

Figure 1:  Eli lower hydroxide costs

Source:  NMT - see link
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