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* Could raise A$61.5m via bonds 4Q10-1Q11, converting at A$1.56/share Quarters stated on calendar year basis.   * Mt Cattlin: produces concentrate6% Li2O, shipped to Jiangsu for lithium carbonate process.
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 Company Comment

A near term producer of lithium and tantalum minerals in

Australia, and lithium carbonate in China. Target market

is the Li-ion battery industry (29% growth 2007-2008).

Mt Cattlin (WA): set to be the world's second-largest

hard rock lithium operation, producing 137ktpa of 6%

Li2O concentrate, 56klbspa Ta2O5. Mining has started.

Jiangsu Lithium Plant (China): will process Mt Cattlin

concentrate into lithium carbonate; will be the largest Li

producer in China. Processing expected from 2Q11.

Offtake agreements signed for all Jiangsu output (17ktpa

Li Carb), customers are Chinese cathode

manufacturers and Mitsubishi Corp.

Both projects financed, capex ~A$286m. RCR

estimates NPV (@10% nom, post tax, exchange 0.8) as

A$243m or A$1.33/share, strong upside to A$2/share.

Ongoing A$91m funding from Chinese investors,

including A$30m equity and A$61m in convertible bonds.
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Galaxy Resources Limited

Mt Cattlin began Li concentrate production in Oct '10, with full output

expected to be ~8.2ktpa Li2O. GXY has strenghtened its ties to China,

via an A$91m share and bond issue, and listing in Hong Kong, ahead

of building the Jiangsu Lithium Carbonate Plant.
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GXY - Galaxy Resources  Limited

Source: Bloomberg

Overview: Galaxy Resources plans to become one of the world‟s leading producers of lithium. It has two Li 
projects under construction, the Mt Cattlin Mine in WA and a value-adding Li carbonate plant at Jiangsu in 
China. Li is an essential component of some batteries, of the type used to power electric and hybrid vehicles. 
Mt Cattlin Spodumene Project (Li, Ta; WA):: will be the world‟s second largest hard rock producer of 
lithium. The mine is 2km north of Ravensthorpe (WA). Mineralisation is spodumene (LiAlSi2O6) and tantalite in 
a flat lying pegmatite. Mining will be open cut, to produce a spodumene concentrate and tantalite by-product. 
Ore processing will be at a rate of 1mtpa averaging 1.1% Li2O (or 3.4mtpa including waste at strip ratio 2.4:1) 
and produce 137ktpa of spodumene concentrate at 6.0% Li2O (upgrade x6) and 56klbspa of contained 
tantalum (Ta2O5) in concentrate. Mine life is 16 years, with a reserve of 11.37mt @ 1.05% Li2O and 147ppm 
Ta2O5. Capital cost is A$79m and cash operating cost is expected to be A$41/t ore (DFS revenue projection 
A$71/t ore). Spodumene concentrate production began early Oct ‟10. First shipments via Esperance to China, 
for processing at the company‟s lithium carbonate plant (see below) are expected Nov ‟10 (first two shipments 
to be processed at third party facility while plant is made ready). Tantalum concentrate will be shipped from 
Fremantle. There is resource and exploration upside in the project area.. 
Jiangsu Lithium Plant (China): Designed to add value to the Mt Cattlin concentrate, the plant will be close to 
the Zhangjiagang Port in Jiangsu Province near Shanghai. Nameplate output will be 17ktpa „EV‟ battery grade 
(99.9%) lithium carbonate (Li2CO3), plus some „EV Plus‟ grade (99.99%) making GXY the largest lithium 
producer in China. Capex is expected to be A$72.5m (AU/RMB 6.6). Production expected 2Q11. GXY has a 
feasibility study for adding a Li ion battery plant to the complex, producing 350kpa units for  E-bikes in China. 
Offtake agreements: These are in place for 100% of Jiangsu output. Customers are Chinese Li cathode 
producers and Mitsubishi Corporation. GXY says the former are increasing capacity over the coming 12-24 
months, and appreciate the security of supply offered by Jiangsu. Terms are commercially confidential. 
Corporate: A share issue to Creat Resource Holdings in April 2010 raised A$33m. A loan of A$130m 
(US$105m) was drawn down from Austrian Bank RZB and the China Development Bank in September 2009, 
for Mt Cattlin and Jiangsu capex (combined A$151.5m including working capital). Further Jiangsu funding 
should come from an A$61.5m convertible bond issue at A$1.56 conversion, and share placement of A$30m 
at A$1.39/share, to China-based investors (including Fengli Group, and a founder of Geely Auto Holdings). 
Tranche 1 of bonds (A$32m) expected Nov ‟10 and the remaining funds in Jan ‟11. A Hong Kong listing is 
planned for 1Q11 and four new directors with Chinese corporate experience have been appointed. 
Investment Comment: Galaxy is now a Li producer. It is well funded and supported in China, a major Li 
market. Its share price is highly leveraged to the price of battery grade (i.e high quality) lithium carbonate. 
Prices are forecast to increase due to technological advances, and strong environmental policies in China. Li-
ion battery output increased 29% year-on-year from 2007 to 2008. World Li Carb demand is ~100ktpa, with 
20-25ktpa in China; price is US$5,500-$6,000/t, or higher for better grades (added US$3k/t for 99.9% pure). 
GXY estimates revenue from the Cattlin-Jiansu operations will be A$143mpa for 16 years, with pre-tax net of 
A$69mpa. At 17ktpa this indicates GXY is expecting LiCarb at US$8,412/t costing US$4,353/t. At capex 
A$151.5m, RCR estimates NPV (@10% nominal exchange 0.8) is A$286m or A$1.33/share, close to the 
current sp, and value of bond and share issues. Further progress at Jiangsu, shipments from Mt Cattlin and 
an increase in Li prices towards US$/10,000/t could see the stock approach A$2.00. 
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Plan of Mt Cattlin Spodumene Mine: proposed pit outline, lithium resource blocks and drill intercepts. 
Production has commenced, with ramp up to 137ktpa concentrate grading 6% Li2O and ~0.02% Ta2O5. 

 

 
 
 

Galaxy Resources, valuation of the Mt Cattlin Mine and Jiangsu Lithium Carbonate Plant: sensitivity 
analysis is for the Li Carb price; GXY base case for price is US$8,412/t. 

 
Galaxy Minerals valuation based on operating Mt Cattlin mine and expected Jiangsu lithium carbonate plant

Equity

LONG TERM LITHIUM CARBONATE PRICE^ :US$/t 4,000 6,000 8,000 10,000 12,000

EXCHANGE RATE :AUUS 0.80 0.80 0.80 0.80 0.80

MT CATTLIN/JIANGSU NPV @ 10% NOMINAL* :A$m 100% -125 59 243 427 611

MT CATTLIN/JIANGSU NPV @ 10% NOMINAL* :US$m 100% -100 47 195 342 489

NPV/SHARE :A$/share -0.58 0.27 1.13 1.99 2.85

* Includes a discount of 15% of the project valuation (Jiangsu development discount): 15%

^Mt Cattlin produces ~56klbs/pa Ta2O5 in concentrate. Tantalum price forecast is US$85/lb to 4Q13, thence US$65/lb long term.

Key Assumptions*

RESOURCE ESTIMATES

Tantalum (Ta2O5)

Mt % kt ppm

Current Mt Cattlin Reserve 11.4 1.05 120 147

Current Mt Cattlin Resource (incl reserve) 15.9 1.08 172 161

Resource upside for 20 years prod'n 4 1.08 43 161

Total conceptual resource 20 1.08 216 161

MINING METHOD Open pit

PROCESS METHOD Spodume mineral concentration At Mt Cattlin, WA

Lithium carbonate production Expected at Jiangsu, China (or interim 3rd party plant)

PRODUCTION RATE :mtpa 1.0 Head grade 1.1% Li2O. 3.4mtpa including waste (strip 2.4:1)

:contained metal 8.22ktpa Li2O As concentrate grading 6% Li2O, with 56klbspa Ta2O5

:lithium carbonate 17ktpa Expected at Jiangsu

CAPITAL COSTS :A$m 79 Plus expected A$72.5m for Jiangsu

OPERATING COSTS :A$/t 41 Mt Cattlin only, tonne ore

:US$/t 4,353 Li Carb at Jiangsu, backed out from GXY revenue projections

TAX :% 30 Australia

ROYALTY :% 4 WA

MINE LIFE :Years 16 Conceptual 20 year resource modelled

COMMISSION DATE : 3Q10 Mt Cattlin Mine. Jiangsu from 2Q11.

* These figures are preliminary and may be refined with ongoing production at Mt Cattlin and the announcement of final costs for the Jiangsu LiCarb plant.

Sensitivity

Lithium (Li2O)

Mt Cattlin Li-Ta spodumene mine, WA



Resource Capital Research    
 

Rare and Minor Metals Company Review, 4Q10             Disclaimer and disclosure attached. Copyright
©
 2010 by Resource Capital Research Pty Ltd. All rights reserved.          3  

 

 

 

 

Disclosure and Disclaimer 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 
Resource Capital Research 
ACN 111 622 489 
www.rcresearch.com.au 

 
Suite 1306 

183 Kent Street 
Sydney, NSW 2000 

 
Tel: +612 9252 9405 

Fax: +612 9251 2859 
Email: johnwilson@rcresearch.com.au 

 

Disclosure and Disclaimer 
Important Information 

Resource Capital Research Pty Limited (referred to as “we”, “our”, or “RCR” herein) ACN 111 622 489 holds an Australian Financial Services Licence 
(AFS Licence number 325340).  General advice is provided by RCR‟s Authorised Representatives Dr Tony Parry (Authorised Representative number 328842) 
and Dr Trent Allen (Authorised Representative number 331960). The FSG is available at www.rcresearch.com.au. All references to currency are in Australian 
dollars unless otherwise noted.  

This report and its contents are intended to be used or viewed only by persons resident and located in the United States, Canada and Australia and 
therein only where RCR’s services and products may lawfully be offered.  The information provided in this report is not intended for distribution to, or use 
by, any person or entity in any jurisdiction or country where such distribution or use would be contrary to law or regulation or which would subject RCR or its 
affiliates to any registration requirement within such jurisdiction or country.   

This report and its contents are not intended to constitute a solicitation for the purchase of securities or an offer of securities.  The information 

provided in this report has been prepared without taking account of your particular objectives, financial situation or needs.  You should, before acting on the 
information provided in this report, consider the appropriateness of the purchase or sale of the securities of the companies that are the subject of this report 
having regard to these matters and, if appropriate, seek professional financial, investment and taxation advice.  RCR does not guarantee the performance of any 
investment discussed or recommended in this report.  Any information in this report relating to the distribution history or performance history of the securities of 
the companies that are the subject of this report, should not be taken as an indication of the future value or performance of the relevant securities.  

In preparing this report, RCR analysts have relied upon certain information provided by management of the companies that are the subject of this 
report or otherwise made publicly available by such companies.  The information presented and opinions expressed herein are given as of the date 
hereof and are subject to change.  We hereby disclaim any obligation to advise you of any change after the date hereof in any matter set forth in this 
report.  THE INFORMATION PRESENTED, WHILE OBTAINED FROM SOURCES WE BELIEVE RELIABLE, IS CHECKED BUT NOT GUARANTEED 
AGAINST ERRORS OR OMISSIONS AND WE MAKE NO WARRANTY OR REPRESENTATION, EXPRESSED OR IMPLIED, AND DISCLAIM AND NEGATE 
ALL OTHER WARRANTIES OR LIABILITY CONCERNING THE ACCURACY, COMPLETENESS OR RELIABILITY OF, OR ANY FAILURE TO UPDATE, ANY 
CONTENT OR INFORMATION HEREIN.  

This report and the information filed on which it is based may include estimates and projections which constitute forward looking statements that 
express an expectation or belief as to future events, results or returns.  No guarantee of future events, results or returns is given or implied by RCR.  

Estimates and projections contained herein, whether or not our own, are based on assumptions that we believe to be reasonable at the time of publication, 
however, such forward-looking statements are subject to risks, uncertainties and other factors which could cause actual results to differ materially from the 
estimates and projections provided to RCR or contained within this report.    

This report may, from time to time, contain information or material obtained from outside sources with the permission of the original author or links to web sites or 
references to products, services or publications other than those of RCR. The use or inclusion of such information, material, links or references does not imply 
our endorsement or approval thereof, nor do we warrant, in any manner, the accuracy of completeness of any information presented therein.  

RCR, its affiliates and their respective officers, directors and employees may hold positions in the securities of the companies featured in this report and may 
purchase and/or sell them from time to time and RCR and its affiliates may also from time to time perform investment banking or other services for, or solicit 
investment banking or other business from, entities mentioned in this report. Galaxy Resources Limited commissioned RCR to compile this report.  In 
consideration, RCR received a cash consultancy fee of less than $15,000. RCR may receive referral fees from issuing companies or their advisors in respect of 
investors that RCR refers to companies looking to raise capital.  Those fees vary, but are generally between 0 - 1% of the value of capital raised from referrals 
made by RCR. RCR received referral fees in relation to recent capital raisings for Globe Uranium Limited, PepinNini Minerals Limited, Uranex NL and Toro 
Energy Limited. At the date of this report, neither RCR, nor any of its associates, hold any interests or entitlements in shares mentioned in this report with the 
exception that either or both of John Wilson (either directly or through Resource Capital Investments Pty Limited (RCI)) and associates, or RCI, as trustee of the 
Resource Capital Investments Fund owns shares in BHP and Rio Tinto. 

Analyst Certification: All observations, conclusions and opinions expressed in this report reflect the personal views of RCR analysts and no part of the 
analyst‟s or RCR‟s compensation was, is, or will be, directly or indirectly related to specific recommendations or views expressed in the report.  Officers, 
directors, consultants, employees and independent contractors of RCR are prohibited from trading in the securities of U.S. companies that are, or are expected 
to be, the subject of research reports or other investment advice transmitted to RCR clients for a blackout window of 14 days extending before and after the date 
such report is transmitted to clients or released to the market. 

Cautionary Note to U.S. Investors Concerning Estimates of Measured, Indicated and Inferred Resources: RCR publishes mineral resources based on 
standards recognized and required under securities legislation where listed mining and exploration companies make their exchange filings and uses the terms 
“measured", "indicated" and "inferred" mineral resources. U.S. investors are advised that while such terms are recognized and required under foreign securities 
legislation, the SEC allows disclosure only of mineral deposits that can be economically and legally extracted. United States investors are cautioned not to 
assume that all or any part of measured, indicated or inferred resources can be converted into reserves or economically or legally mined. We recommend that 
US investors consult Securities and Exchange Commission Industry Guide 7 – “Description of Property by Issuers Engaged or to Be Engaged in Significant 
Mining Operations” for further information about the use of defined terms and the presentation of information included in this report. 
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