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As lithium prices recover rapidly from the lows, battery 
makers are looking to secure offtake and Millennial Lithium 
is excellently placed to enjoy the current scramble for 
assets. The company successfully raised C$30m last week 
at C$4.00/unit and as a result, we are lowering our dilution 
estimates significantly. This has contributed to raising our 
price target to C$4.60/sh. Our base case remains for the 
company to be acquired by a strategic investor, but project 
finance from capital markets looks increasingly promising.

Capital markets opening up for lithium
Millennial Lithium raised $30m in a bought deal at $4.00/unit, with each unit 
equivalent to one share and a one half share purchase warrant with a 
C$4.80/sh exercise price. The price is at a 4% discount to 30 day VWAP or a 
25% premium to 90 day VWAP. There is also an over-allotment option of 15% 
that would take gross proceeds to C$34.5m. We expect all the net proceeds 
will eventually go towards the construction of the Pastos Grandes project, 
given that the company has sufficient cash already to cover general working 
capital purposes for the meantime. 

The next step for the company is either securing a strategic investment at a 
project level as a partner, or for the entire listed equity to be acquired. The 
Pastos Grandes project will undoubtedly be receiving serious interest given its 
attributes:

 Over 40 years of mine life in its reserves and another 100 years in its 
resource base.

 Huge footprint on the Pastos Grandes salar of 12,730 hectares with no 
competing neighbours. 

 Access to power, natural gas and paved highways.

 Low operating cost at $3,388/tonne and low capital intensity of 
$18,666/tonne.

 Ability to adjust the flowsheet to achieve desired chemistry for offtakers 
and soon to produce battery grade concentrate from its pilot plant.

 Feasibility study completed, Environmental Impact Assessment approved 
and federal fiscal stability certificate granted to lock in maximum corporate 
tax rate of 25% over 30 years.
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Stock performance

Summary financials & valuation (C$m)

Calendar year

EV (CY) 19A 20E 21E 22E
Market Cap 319 319 319 319
Net Debt/(Cash) (18.8) (42.3) 11.1 201.8
Pension & other adj. 0.0 0.0 0.0 0.0
EV 300 277 330 521

 

Valuation (CY) 19A 20E 21E 22E
P/E (x) (69.1) (539.9) n.a. n.a.
Div Yield (%) 0.0 0.0 0.0 0.0
EV/EBITDA (x) (61.5) (433.9) n.a. n.a.
EV/EBIT (x) (61.5) (433.9) n.a. n.a.
FCFe Yield (%) (5.1) (6.2) (69.1) (63.8)
Price / book (x) 5.4 3.8 1.3 1.1

 

Financial year (February year end)

Leverage (FY) 20A 21E 22E 23E
Net Debt/(Cash) (16.6) (47.4) 22.8 237.6
Net Debt/EBITDA (x) 4.3 n.a. n.a. n.a.
Net Debt/Mkt Cap (x) (0.1) (0.1) 0.1 0.7
Source: Liberum, Bloomberg
All numbers are on a post-IFRS 16 basis (e.g. net 
debt includes finance leases)
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However, capital markets have opened up rapidly to the potential of lithium 
once again with a stream of deals and share prices rising rapidly (see below). 
The company are once again exploring the use of high yield debt and a further 
equity raise to finance the entire construction.

Market wastes no time on upcycle
The last tough couple of years in lithium have been quickly forgotten and 
share prices across the space are running hard once again.

Figure 1: Share price performance versus peers Figure 2: Share price performance of lithium producers 
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Lithium prices hit a cyclical low in 2020 driven by low capital intensity hard 
rock projects in Australia springing up and overwhelming the market. 
However, in recent months, lithium carbonate and lithium hydroxide prices 
have been surging higher. Battery grade and technical grade lithium 
carbonate prices began to rally strongly as Chinese producers paid up given a 
difficulty in sourcing materials. 

Rising carbonate demand from cathode makers also appears to have 
supported this divergence in prices between hydroxide and carbonate, due to 
higher growth in LFP categories over the more nickel intensive designs. 
Millennial Lithium’s current flowsheet is designed for lithium carbonate, with 
its first pilot plant batch due in Q1.

In recent weeks however, lithium hydroxide has started to recover this price 
gap as falling stocks have also been pushing price up. Today, battery and 
technical grade carbonate prices sit just over $10,000/t, whilst hydroxide 
prices are down at $8,811/t. 
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Figure 3: Spot lithium prices have turned up strongly
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Spodumene concentrate remains the laggard in the space, with prices down 
at $430/t. At these prices, most high cost Australian producers will be making 
minimal profits or be loss making. We do expect prices to recover as Chinese 
converters make better margins, but the longer the supply stays out, the 
better it will be for the overall market. 

Figure 4: Implied conversion margins at spot ($/t)
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With prices surging from their 2020 lows, a number of companies have looked 
to progress projects whilst there is a positive market appetite for the 
commodity. There have been a large number of equity raises since mid-2020, 
as we show in the table below. Some highlights include $188m for Ganfeng 
Lithium, $500m (in two separate raises) for Lithium Americas and $124m for 
Galaxy Resources. The bulk of these are being used to progress development 
projects. The opportunistic M&A during the year also appears to be paying 
off. 
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Figure 5: Lithium capital raises and M&A activity since mid-2020

Date announced Company Action What happened? Total value ($m)
27/07/2020 Sigma Lithium Equity raise Private placement to develop Grota do Cirilo project 13

24/08/2020 Nemaska Lithium
Acquisition out of 

bankruptcy
Consortium backing the project which had been under creditor protection 146

28/08/2020 Orocobre Equity raise Institutional placement to fully fund Olaroz stage 2 93
15/09/2020 Ganfeng Lithium Equity raise Share placement  for capacity expansion 188
19/10/2020 Piedmont Lithium Equity raise Public offering of ADSs to advance Piedmont project 57
20/10/2020 Lithium Americas Equity raise Capital raised for working capital purposes 100
28/10/2020 Altura Lithium Acquisition Pilbara Minerals acquires 100% stake 155
25/11/2020 Galaxy Resources Equity raise Entitlement offer/institutional placement to progress Sal de Vida stage 1 124
03/12/2020 Standard Lithium Equity raise Capital raise to progress LANXESS project 27
08/12/2020 Tianqi Lithium Investment IGO acquires 49% stake 1,400
14/12/2020 Pilbara Minerals Equity raise Entitlement offer to fund Altura purchase 92
19/01/2021 Lithium Americas Equity raise Capital raised to build Thacker Pass lithium mine 400
21/01/2021 Milllennial Lithium Equity raise Bought deal to fund ongoing work at Pastos Grandes project 24
21/01/2021 Critical Elements 

Lithium
Equity raise Bought deal to fund exploration and development 12

Source: Liberum, Bloomberg

Valuation: C$4.60/share (previous (C$2.20/share)
We are increasing our valuation of Millennial Lithium to C$4.60 from C$2.20 
based on the following assumptions (sensitivity tables below):

 Given the recent raise and share price action, we have increased our base 
case assumption for the equity raise to C$4, from C$2, halving the dilutive 
impact. 

 We continue to assume that the project will be financed from 50% equity 
and existing cash, and 50% high yield debt. 

 We have also made no changes to our long-term lithium price forecast of 
$13,000/t and WACC of 10%. 

 We have lowered our capex and opex increase above the feasibility study 
estimates, from +10% to 5%, to reflect the learnings of operating a pilot plant. 
Similarly, we now assume battery grade output from six months into ramp up, 
versus two years before.

Figure 6: NPV sensitivity (C$/share) Figure 7: NPV sensitivity (C$/share) Figure 8: NPV sensitivity (C$/share)

Long term lithium price ($/t)
11,000 12,000 13,000 14,000 15,000

8.0% 4.48 5.48 6.47 7.47 8.46
9.0% 3.69 4.58 5.46 6.35 7.23

10.0% 3.02 3.81 4.60 5.39 6.17
11.0% 2.44 3.15 3.85 4.56 5.26W
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Source: Liberum Source: Liberum Source: Liberum
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Financial model

Figure 9: Income statement (C$m)

February year-end 2019A 2020A 2021E 2022E
Total sales 0.0 0.0 0.0 0.0
Cost of sales (10.1) (3.8) 0.0 0.0
Gross profit (10.1) (3.8) 0.0 0.0
Operating expenses 0.0 0.0 0.0 0.0
Administrative expenses 0.0 0.0 0.0 0.0
Share based payments 0.0 0.0 0.0 0.0
Underlying EBITDA (10.1) (3.8) 0.0 0.0
Depreciation 0.0 0.0 0.0 0.0
Amortisation (not acquired) 0.0 0.0 0.0 0.0
Underlying EBIT (pre JVs) (10.1) (3.8) 0.0 0.0
     Revenue 0.0 0.0 0.0 0.0
     PBT 0.0 0.0 0.0 0.0
     Tax 0.0 0.0 0.0 0.0
     JV post tax profit 0.0 0.0 0.0 0.0
JV contribution 0.0 0.0 0.0 0.0
Profit on disposal 0.0 0.0 0.0 0.0
Underlying EBIT (10.1) (3.8) 0.0 0.0
Amortisation of acquired intangibles 0.0 0.0 0.0 0.0
Exceptional / extraordinary costs 0.0 0.0 0.0 0.0
Reported EBIT (10.1) (3.8) 0.0 0.0
Non-operating exceptional costs 0.0 0.0 0.0 0.0
     Interest income 0.0 0.0 0.0 0.0
     Interest costs 0.6 0.4 0.0 0.0
     Pension credit / (cost) 0.0 0.0 0.0 0.0
Net Interest 0.6 0.4 0.0 0.0
Underlying PBT (9.5) (3.4) 0.0 0.0
Reported PBT (9.5) (3.4) 0.0 0.0
Reported tax rate (%) 0.0 0.0 0.0 0.0
Reported tax 0.0 0.0 0.0 0.0
Profit on disposal 0.0 0.0 0.0 0.0
Reported PAT (9.5) (3.4) 0.0 0.0
Preference dividends 0.0 0.0 0.0 0.0
Minorities 0.0 0.0 0.0 0.0
Underlying net income (9.5) (3.4) 0.0 0.0
Reported net income (9.5) (3.4) 0.0 0.0
Number of shares at period end (basic) (m) 82.0 83.0 87.0 123.5
Reported EPS (basic) (C$) 0.0 0.0 0.0 0.0
Reported EPS (diluted) (C$) 0.0 0.0 0.0 0.0
Underlying EPS (basic) (C$) (0.1) (0.0) 0.0 0.0
     Underlying EPS (basic) growth (%) (64.9) (64.5) (100.0) n.a.
Underlying EPS (diluted) (C$) (0.1) (0.0) 0.0 0.0
     Underlying EPS (diluted) growth (%) (64.9) (64.5) (100.0) n.a.
DPS (Ordinary) (C$) 0.0 0.0 0.0 0.0
DPS (Special) (C$) 0.0 0.0 0.0 0.0
DPS (Total) (C$) 0.0 0.0 0.0 0.0
 

Source: Liberum
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Figure 10: Cash flow statement (C$m)

February year-end 2019A 2020A 2021E 2022E
Reported EBIT (10.1) (3.8) 0.0 0.0
Profit in associates 0.0 0.0 0.0 0.0
Depreciation 0.0 0.0 0.0 0.0
Amortisation 0.0 0.0 0.0 0.0
Loss / (profit) on sale of PPE 0.0 0.0 0.0 0.0
Share based payments 0.0 0.0 0.0 0.0
Increase/(Decrease) in provisions 0.0 0.0 0.0 0.0
Loss / (Gain) on business disposal 0.0 0.0 0.0 0.0
Other 0.0 0.0 0.0 0.0
Operating cash flows before movements in working capital 0.0 0.0 0.0 0.0
     (Increase) / decrease in inventories 0.0 0.0 0.0 0.0
     (Increase) / decrease in receivables 0.0 0.0 0.0 0.0
     (Decrease) / increase in payables 0.0 0.0 0.0 0.0
(Increase) / decrease in working capital 0.0 0.0 0.0 0.0
Cash generated by operations 0.0 0.0 0.0 0.0
Tax paid 0.0 0.0 0.0 0.0
Net cash flow from operating activities (4.0) (3.3) 0.0 0.0
     Purchase of PPE (18.1) (9.9) (21.0) (260.3)
     Purchase of other intangibles 0.0 0.0 0.0 0.0
     Disposals 0.0 0.0 0.0 0.0
Net capex 0.0 0.0 0.0 0.0
Dividends from associates 0.0 0.0 0.0 0.0
Movement in short term investments 0.0 0.0 0.0 0.0
Acquisitions 0.0 0.0 0.0 0.0
(Investments) / disposals of associates 0.0 0.0 0.0 0.0
Net cash flow from investing activities (18.1) (9.9) 0.0 (260.3)
Net interest received / (paid) 0.0 0.0 0.0 0.0
Equity dividends paid 0.0 0.0 0.0 0.0
Share issues / (repurchases) 22.8 0.0 30.0 190.0
Increase / (decrease) in borrowings 0.0 0.0 0.0 280.0
Net cash flow from financing activities 23.6 0.7 30.0 470.0
Increase in cash and cash equivalents 1.4 (12.5) 30.0 209.8
(Increase) / decrease in borrowings 0.0 0.0 0.0 0.0
Repayment of finance leases 0.0 0.0 0.0 0.0
Exchange / other 0.0 0.0 0.0 0.0
(Increase) / decrease in net debt 1.4 (12.5) 30.0 209.8
Net cash / (debt) (start) 29.6 16.6 47.4 (22.8)
Net cash / (debt) (end) including leases 29.6 16.6 47.4 (22.8)
 

Source: Liberum
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Figure 11: Balance sheet (C$m)

February year-end 2019A 2020A 2021E 2022E
Goodwill 0.0 0.0 0.0 0.0
Other intangible assets 0.0 0.0 0.0 0.0
PPE 33.6 42.7 63.7 323.9
Trade and other LT receivables 0.0 0.0 0.0 0.0
Deferred tax asset 0.0 0.0 0.0 0.0
Investments in JVs / Associates 0.0 0.0 0.0 0.0
Retirement benefit asset 0.0 0.0 0.0 0.0
Other non-current assets 0.0 0.0 0.0 0.0
Fixed assets 0.0 0.0 0.0 0.0
Inventories 0.0 0.0 0.0 0.0
Trade and other receivables 0.0 0.0 0.0 0.0
Cash & cash equivalents 29.6 16.9 47.4 257.2
Financial assets 0.0 0.0 0.0 0.0
Other current assets 0.0 0.0 0.0 0.0
Current assets 0.0 0.0 0.0 22.4
Total Assets 63.2 59.6 111.1 603.5
Trade payables 0.0 0.0 0.0 0.0
Borrowings 0.0 0.3 0.0 280.0
Tax liabilities 0.0 0.0 0.0 0.0
Provisions 0.0 0.0 0.0 0.0
Other current liabilities 2.0 0.5 0.5 0.5
Current liabilities 2.0 0.8 0.5 280.5
Total assets less current liabilities 0.0 0.0 0.0 0.0
Net current assets 0.0 0.0 0.0 0.0
Long-term borrowings and finance leases 0.0 0.0 0.0 0.0
Provisions 0.0 0.0 0.0 0.0
Other payables 0.0 0.0 0.0 0.0
Other non-current liabilities 0.0 0.0 0.0 0.0
Non-current liabilities 0.0 0.0 0.0 0.0
Net Assets 61.2 58.8 110.5 322.9
Total equity 60.9 58.9 88.9 278.9
Shareholders’ equity 60.9 58.9 88.9 278.9
 

Source: Liberum
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Disclaimer
This communication has been issued in the UK by 
Liberum Capital Limited (LCL) which is authorised 
and regulated by the Financial Conduct Authority 
("FCA") and is a member of The London Stock 
Exchange PLC. The registered address of Liberum 
Capital Limited is Ropemaker Place, 25 Ropemaker 
Street, London EC2Y 9LY. Telephone: 020 3100 
2000.
This report has been prepared by its author(s) as non-
impartial research in relation to Company (the 
"Company"), as such that it is inappropriate to 
characterise it as independent investment research, 
as it has not been prepared in accordance with UK 
legal requirements designed to promote the 
independence of investment research. Therefore, 
even if it contains a research recommendation, it 
should be treated as a marketing communication.
The individuals who prepared this communication 
may be involved in providing other financial services 
to the company or companies referenced herein or to 
other companies who might be said to be 
competitors of the company or companies referenced 
herein. As a result, both Liberum Capital Limited 
(“LCL”) and the individual employees who prepared 
this communication may have responsibilities that 
conflict with the interests of the persons who receive 
this communication and information may be known to 
LCL or persons connected with it which is not 
reflected in this communication. 
LCL may provide or may have provided corporate 
services to the issuers of securities mentioned in this 
communication and recipients of this document 
should not therefore rely on this report as being an 
impartial document. Accordingly, information may be 
known to LCL or persons connected with it which is 
not reflected in this material.
LCL has put in place procedures, systems and 
controls to identify, to prevent (where this is possible) 
conflicts of interest and also has a conflicts 
management policy relating to its research and 
marketing communication activities, which is 
available on its website, www.liberum.com. In 
addition, a list of items which could create a conflict 
of interest and other material interests in relation to 
research material is set out on LCL’s website (see 
“Disclosures” below).
This communication is provided for information 
purposes only and should not be regarded as an offer 
or solicitation to buy or sell any security or other 
financial instrument.  This communication has no 
regard for the specific investment objectives, financial 
situation and needs of any specific person or entity. 
LCL and/or its officers, directors and employees may 
have or take positions in securities of companies 
mentioned in this communication (or in any related 
investment) and may from time to time dispose of any 
such positions and may also provide corporate 
finance or underwriting services for or relating to 
those companies, for which it is remunerated.  LCL 
analysts, including the author of this report, receive 
compensation based on a number of factors 
including the quality of research, client feedback, firm 
profitability and normal competitive factors.  This 
communication is based on materials and sources 
that are believed to be reliable; however, they are not 
independently verified and are not guaranteed as 
being accurate. All expressions of opinions, 
projections, forecasts and estimates constitute a 
judgment and are those of the author and the 
research department of LCL only, and should not be 
relied upon and are subject to change without notice.  
The content of this communication may have been 
disclosed to the company referenced herein prior to 
dissemination in order to verify factual accuracy, 
however the Company takes no responsibility for the 
accuracy or otherwise of any opinion, projection, 
forecast or estimate contained within this report.
While LCL endeavours to update its research reports 
from time to time it is under no obligation to do so. 
LCL shall not be liable for any direct or indirect 
damages, including lost profits, arising in any way 
from use of all or any of the information contained in 
this communication.
LCL may have issued other reports or 
communications that are inconsistent with and reach 
different conclusions from, the information contained 

in this communications. Those communications 
reflect the different assumptions, views and analytical 
methods of the individuals that prepared them.
This communication is not guaranteed to be a 
complete statement or summary of any securities, 
markets, reports or developments referred to therein.
No representation or warranty either expressed or 
implied, is made nor responsibility of any kind is 
accepted by LCL, its directors, officers, employees or 
agents either as to the accuracy or completeness of 
any information contained in this communication nor 
should it be relied on as such.
This communication is provided with the 
understanding that LCL is not acting in a fiduciary 
capacity and it is not a personal recommendation to 
you.
The investments discussed in this communication 
may not be eligible for sale in some states or 
countries and may not be suitable for all investors.
Investors should make their own investment 
decisions based upon their own financial objectives 
and financial resources and, if in any doubt, should 
seek advice from an investment advisor.
Past performance is not necessarily a guide to future 
performance. The stated price of any securities 
mentioned herein will generally be as at the end of 
the business day immediately prior to the publication 
date on this communication unless otherwise stated 
and is not a representative that any transaction can 
be effected at this price.
This communication is confidential and may not be 
re-distributed, retransmitted or disclosed, in whole or 
in part, or in any manner, without the express written 
consent of LCL.
For more information on models, please contact the 
Analyst.
In the United Kingdom
This communication is for the use of (a) Professional 
Clients and Eligible Counterparties (such terms as 
defined by the rules of the FCA) of LCL and (b) other 
persons who are not clients of LCL who have 
expressed interest in receiving it and who are 
Qualified Investors (as defined below) and either 
investment professionals (persons having 
professional experience in matters relating to 
investments, as defined in Article 19(5) or Article 
49(2)(a) to (d) (high net worth companies, 
unincorporated associations etc) of the Financial 
Services and Markets Act 2000 (Financial 
Promotions) Order 2005 (as amended) or any other 
persons to whom this communication for the 
purposes of section 21 of the Financial Services and 
Markets Act 2000 can otherwise lawfully be 
communicated).
For the purpose of clarity, this communication is not 
intended for and should not be relied upon by Retail 
Clients (as defined by the rules of the Financial 
Conduct Authority).
The content includes data provided by FTSE 
International Limited (“FTSE”) © FTSE 2013. “FTSE®” 
is a trade mark of the London Stock Exchange Group 
companies and is used by FTSE under licence. All 
rights in the FTSE indices and / or FTSE ratings vest 
in FTSE and / or its licensors. Neither FTSE nor its 
licensors accept any liability for any errors or 
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For EU investors
This communication is being distributed to and is 
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communication will be deemed to have represented 
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should not act or rely on this communication or any 
of its contents.
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report hereby certifies that all of the views expressed 
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report received compensation that is based upon 
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or any province or territory thereof. Under no 
circumstances is this information to be construed as 
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to buy securities in any jurisdiction of Canada. Any 
offer or sale of the securities described herein in 
Canada will be made only under an exemption from 
the requirements to file a prospectus with the relevant 
Canadian securities regulators and only by a dealer 
properly registered under applicable securities laws 
or, alternatively, pursuant to an exemption from the 
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made. This information is not, and under no 
circumstances is it to be construed as, a prospectus, 
an offering memorandum, an advertisement or a 
public offering of any securities in Canada. No 
securities commission or similar regulatory authority 
in Canada has reviewed or in any way passed upon 
these materials, the information contained herein or 
the merits of the securities described herein and any 
representation to the contrary is an offence. If you are 
located in Canada, this information has been made 
available to you based on your representation that 
you are  an “accredited investor” as such term is 
defined in National Instrument 45-106 Prospectus 
Exemptions and a “permitted client” as such term is 
defined in National Instrument 31-103 Registration 
Requirements, Exemptions and Ongoing Registrant 
Obligations.  Under no circumstances is the 
information contained herein to be construed as 
investment advice in any province or territory of 
Canada nor should it be construed as being tailored 
to the needs of the recipient. Canadian recipients are 
advised that Liberum Capital Inc., its affiliates and its 
authorized agents are not responsible for, nor do they 
accept, any liability whatsoever for any direct or 
consequential loss arising from any use of this 
research report or the information contained herein.
For Swiss Investors
This publication is intended to be distributed to 
professional investors in circumstances such that 
there is no public offer. This publication does not 
constitute a prospectus within the meaning of Articles 
652a and 1156 of the Swiss Code of Obligations.
Other countries
Laws and regulations of other countries may also 
restrict the distribution of this report.  Persons in 
possession of this communication should inform 
themselves about possible legal restrictions and 
observe accordingly.
Disclosures
Please refer to www.liberum.com/legal for regulatory 
disclosures.
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