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Bushveld Minerals* 
Strong pricing offsets production interruptions  

Bushveld’s Vametco integrated primary vanadium operation in South Africa 
recorded a 139% and 430% increase in revenue and EBITDA respectively in H1 2018, 
driven by strong vanadium markets which more than offset lower production 
resulting from maintenance and expansion-related downtime, lower grades and 
industrial action (since resolved). Management expects production rates to 
improve over H2 as the recently completed capacity expansion to 3,750t is bedded 
down, but has adjusted down guidance for the full year by 18-22%. We believe the 
3,000t upper end of the revised range is achievable, which would mark a 13% 
increase over 2017. At this production level, and assuming the year-to-date 
average FeV price of US$68/kg, we estimate Bushveld could generate consolidated 
2018 EBITDA of >US$115m (of which its net attributable interest is 59.1%), a margin 
of nearly 60%. Given FeV is currently just below US$80/kg, we consider the risks to 
our estimates lie to the upside, notwithstanding our upwards pricing adjustments.  

► Q2 operational update: Q2 2018 vanadium production fell by 14% relative to 
Q1 owing to kiln downtime resulting from a planned maintenance programme, 
disruptions associated with the installation and commissioning of the Phase Two 
expansion project (which has lifted installed capacity to 3,750t pa), lower feed 
grades and a 2½ day strike. This resulted in H1 output of 1,360/t, some 6% lower 
than production in the corresponding period of 2017. However, revenue and 
EBITDA for the first half rose by 139% and 430%, to US$85m and US$42m 
respectively, benefiting from a 150% increase in the average reported FeV price 
vs H1 2017, to US$66/kg. Bushveld expects production rates to improve in H2 as 
the Phase Two expansion (completed in June) ramps up but, given the H1 issues, 
it has revised down its guidance on full-year production to 2,850-3,000t (from 
3,680/t previously) and increased its 2018 cost expectations by 17-22%. 

► Multi-phased expansion progressing: The Phase Two expansion was completed 
on time (June 2018) and on budget (US$2.5m capex) and should see output 
reach an annualised rate of 3,750t during H2 2018. A cUS$15m third phase of 
expansion is planned to lift capacity over 5,000t by the end of 2019. This would 
see Vametco control a share of over 5% of a global vanadium supply market that 
has significant structural constraints. Moreover, we believe there is additional 
resource potential both at Vametco and the adjacent Brits property which could 
potentially support further expansion beyond the level currently envisaged.  

► Market outpaces our FeV pricing assumptions: We have updated our model to 
incorporate Bushveld’s revised operational guidance, but also for an increase in 
our vanadium pricing assumptions and favourable currency rate movements. 
Vanadium has surged upwards again over the past two months, FeV reaching a 
ten-year high of over US$80/kg in mid-July. This continues a steep upwards price 
trend established last year, fuelled by growing market tightness arising from 
constrained co-product vanadium supply coupled with firm demand amid new 
standards for Steel rebar in China. We have lifted our 2018 price assumption 
from US$50/kg to US$68/kg (simply bringing it in line with the year-to-date 
average), the increase more than offsetting the negative impact of lower near-
term production expectations to raise our 2018 consolidated EBITDA estimate 
by 40%, to £91m (£54m attributable). We have also increased our long-term 
(from 2021) price assumption, by 14% to US$40/kg (still a conservative c50% 
below current levels), resulting in a revised NPV-based sum-of-parts valuation 
of 30p per share. We see considerable upside to both our earnings estimates 
and valuation should current elevated vanadium pricing levels hold.  
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Company summary 

Bushveld Minerals is an AIM-quoted mineral 

resource development and production 

company. The group’s key asset is a majority 

controlling interest in the Vametco vanadium 

operation in South Africa. Bushveld also has 

thermal coal interests via its wholly-owned 

Lemur Resources subsidiary and tin exposure 

via a 17.5% stake in AfriTin Mining Ltd. 
 
 

Key forecasts 

 2017 2018e 2019e 

Sales (£m) 2.2 154.6 156.3 

EBITDA (£m) 0.7 91.0 86.2 

EBITDA, adj* (£m) 0.7 53.7 50.9 

EPS (GBp) (0.1) 3.8 3.1 

EV/EBITDA (x) na 3.0 3.2 

EV/EBITDA adj* (x) na 5.1 5.4 

P/E (x) na 7.0 8.4 

Net cash (£m) 1.4 52.1 103.7 

*Equity-attributable adjusted EBITDA 
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Operational update 

Higher realised vanadium prices offset production interruptions 
Bushveld has reported a substantial increase in both revenue and earnings from its 
Vametco operation for Q2 2018, benefitting from materially higher vanadium prices. 
On a 100% consolidated basis (Bushveld’s net attributable interest in Vametco is 
59.1%), revenue rose by 46% versus Q1 2018, to R623m (US$49m), and EBITDA 
increased by 75%, to R332m (US$26m). This reflects a 12% quarter-on-quarter 
improvement in the market FeV price, to US$69/kg V, and a small (3%) rise in product 
sales volumes, to 713t V.  

Sales volumes were somewhat higher than production of 629t, the latter falling by 
14% relative to the preceding quarter owing to: kiln downtime resulting from a 
planned maintenance programme; disruptions associated with the installation and 
commissioning of a third primary milling circuit and secondary crusher under the 
Phase Two expansion project (which has increased installed capacity to 3,750t pa 
from 3,035t pa); lower-than-expected vanadium grades in magnetite ore and lower 
recoveries; and two-and-a-half days’ of lost production arising from industrial action 
(since resolved). Quarterly cash operating costs (excluding royalties and G&A 
expenses) rose by 16% accordingly, to R268/kg (US$21/kg). 

The Q2 production result takes total output for H1 2018 to 1,360t, 6% below that 
achieved in the corresponding period of last year. However, at R1,050m (US$85m) 
and R521m (US$42m), first half revenue and EBITDA were up by 139% and 430% 
respectively, reflecting a 150% higher average vanadium price versus H1 2017. 

Bushveld expects production rates to improve in H2 2018 following the completion 
in June of the US$2.5m Phase Two expansion to 3,750t pa. However, given the lower-
than-expected kiln feed rates in H1 owing to the aforementioned issues, and a more 
conservative forecast for the ramp-up of the expanded capacity, management has 
revised down full-year production guidance to 2,850-3,000t (from 3,680/t 
previously). The reduction in anticipated volumes and higher inflation also results in 
an upwards revision to operating cost guidance, to R240-250/kg (versus R205/kg 
previously). 

Multi-phased expansion progressing 
Completion of the Phase Two expansion in June follows an earlier debottlenecking 
initiative implemented by Bushveld after taking control of Vametco and completed 
in September 2017. A third phase of expansion – to increase capacity to 5,000t pa V 
(from the currently installed rate of 3,750t) – is planned, involving an upgrade of the 
kiln feed and discharge equipment and an expansion of the process circuit’s 
evaporative capacity. The group is in the process of collecting the required 
documentation for environmental approval for this project, and estimates that the 
expansion will be delivered by the end of 2019 at a capital cost of around US$15m. 

Completion of the Phase Three expansion will see Bushveld emerge as a primary 
producer of significant scale, increasing its share of a structurally challenged global 
vanadium supply market from c3.5% currently to over 5%. 

Moreover, exploration drilling has recently commenced at Vametco aimed at 
upgrading inferred resources for inclusion in future reserve estimations. Aligned with 
positive results from initial drilling of Bushveld’s adjacent Brits property, we believe 
that this could eventually result in an increase in mineable resources, which in turn 
may support a further expansion of production capabilities in the future beyond the 
level currently envisaged.    
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Vanadium market continues to tighten 
After pausing for breath in May, vanadium prices once more surged upwards in the 
latter part of Q2, sending ferrovanadium (FeV) to a ten-year high of over US$80/kg 
V by mid-July and taking the year-to-date average to cUS$68/kg (Figure 1). This 
continued a steep upwards price trend established last year, fuelled by growing 
market tightness arising from constrained co-product vanadium supply coupled with 
firm demand amid new (and more stringent) standards for Steel rebar in China. The 
supply-side drivers show little sign of abating near term, in our view, with a ‘perfect 
storm’ of factors contributing to potentially prolonged market tightness. 

Figure 1: Vanadium ten-year price history (FeV basis) 

 
Source: Bloomberg (Metal Bulletin data) and vandiumprice.com 

Weak steel prices earlier this decade prompted a curtailment of high-cost magnetite 
iron-ore based steel production, with the side-effect being a reduction in co-
produced vanadium that is a slag by-product from such operations (and which has 
historically been the world’s dominant source of vanadium). According to 
commodity consultant CRU Group, Chinese co-product supply of vanadium dropped 
by 22% between 2014 and 2016 (immediately preceding the sharp upturn in 
vanadium pricing), while, away from China, the closure of the Highveld steel 
operations in South Africa in 2014 removed around 12% of global vanadium supply.  

Meanwhile, on the demand side of the equation, a growing safety push in Chinese 
construction has led to the introduction of new minimum tensile strength standards 
for steel rebar used domestically. This is increasing the intensity of vanadium use in 
Chinese steel production towards that of the West, firming demand for vanadium 
despite only modest growth in steel production rates. 

The vanadium redox-flow battery (VFRB) sector meanwhile has begun to develop in 
the wake of significant growth in renewable energy generation over the past decade, 
and could emerge as a significant new demand market for vanadium over the 
medium to longer term. 

Other than in the, in our view unlikely, event of significantly higher steel demand and 
iron-ore prices, we cannot see the factors behind this structural shift in the vanadium 
market unwinding any time soon. Currently available margins in the steel and iron-
ore sector are unlikely to incentivise a re-activation of idled co-product capacity, in 
our view, while the introduction of more stringent environmental regulations in 
China (including restrictions on importing vanadium-rich slag material) are 
constraining the ability of domestic primary and secondary vanadium production to 
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respond to the current elevated price environment. There may be scope for 
vanadium to be substituted for other strengthening additives (e.g. ferroniobium) in 
certain steel applications, but this would take significant time to evolve and, in our 
view, would require a wide price differential between the competing materials to be 
maintained for a considerable period.  

We believe this compelling supply-demand outlook places increasing strategic 
importance on the very select group of primary vanadium producers, such as 
Vametco, that have potential to expand output into the gap left by mothballed co-
product supply. 

Figure 2:  Co-product vanadium has historically dominated global supply, but the future lies with primary producers 

 
Source: Bushveld Minerals 

Recognising the increasingly firm looking foundations of this structural change in the 
market, and noting the sustained strength of vanadium prices across the year to 
date, we have upwardly revised both our near and long-term FeV price assumptions.  

We now assume an average price of US$68/kg for 2018 (up 36% compared with our 
previous assumption of US$50/kg), in-line with our estimate of the 2018 year-to-
date market average price but still a conservative 15% below current levels of 
cUS$80/kg as reported by various media sources. Cognisant of the historic volatility 
of vanadium markets through a cycle, we consider it prudent to continue to use a 
conservative long-term price assumption (applied in our model from 2021, pushed 
out from 2020 previously). This too we have upwardly revised, by 14% to US$40/kg. 
Our long-term assumption is however above the ten-year average price of just under 
US$30/kg, reflecting our view that there has been a structural shift in the market. 

We note that out long-term price assumption could prove extremely conservative, 
particularly if the VRFB market expands materially (Figure 3). However, we would 
caution that, somewhat ironically, prolonged elevated vanadium prices could inhibit 
the widespread commercial role out of VRFB technology given that vanadium 
electrolyte is the single largest cost component of a VRFB unit.  
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Figure 3:  Conservative-case* vanadium supply-demand outlook (LHS) and VRFB market upside case** (RHS) 

 
*Adapted from Roskill Consulting **Assumes 25% share of energy storage market captured by VRFBs                                             Source: Bushveld Minerals 
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Valuation 
We have updated our valuation to incorporate Bushveld’s downwardly revised 2018 
guidance (and our own assumption of a more conservative ramp-up profile to 5,000t 
pa thereafter), and to incorporate our upwardly revised vanadium price assumptions 
and marked-to-market changes in our currency rate assumptions. The net result is a 
50% increase to our risked NAV estimate, to 30p per share (rounded), our higher 
pricing assumptions more than offsetting our more conservative production 
forecasts. We believe the current market discount to our valuation should narrow as 
Bushveld further progresses its expansion of Vametco and, crucially, simplifies the 
ownership structure to enhance its access to cash generated by the operation. 

Figure 4: Base-case sum-of-the-parts valuation* 

    Unrisked Risk Risked 

    US$m  multiple US$m GBp/s 

Vametco (BMN share) NPV10% 306 1.0x 306 21.6 

Mokopane NPV10% 404 0.2x 81 5.7 

Brits nominal 20  20 1.4 

AfriTin Mining (17.5%) market 2  2 0.2 

Lemur Resources nominal 10  10 0.7 

Corporate G&A NPV10% -19  -19 -1.3 

EV  723  400 28.2 

BMN-level cash estimate 19  19 1.4 

NAV  743  419 29.5 
 

*Assumes long-term (from 2021) US$40/kg V price and R13.00:US$1 FX rate     Source: ARC estimates 

Vanadium price and ZAR:USD exchange rate assumptions are the two key variables 
in our NAV estimate (Figures 5-6). As can be seen, our revised 30p per share 
valuation may prove extremely conservative if current vanadium market strength 
holds – our long-term FeV price assumption (introduced in our cash flow model from 
2021, vs 2020 previously) is c50% below current vanadium market pricing levels. 

Figure 5: Risked NAV (GBp) sensitivity to V price (flat from 2018*) and FX rate 
  Vanadium price (US$/kg V) 

  20.00 30.00 40.00 50.00 60.00 70.00 80.00 

U
SD

/Z
A

R
 r

at
e

 11.00 -6.0  10.3  22.9  35.6  48.7  61.8  74.9  

12.00 -1.3  12.0  24.7  37.6  50.6  63.7  76.8  

13.00 1.1  13.6  26.2  39.2  52.3  65.4  78.5  

14.00 2.5  14.9  27.5  40.6  53.7  66.8  79.9  

15.00 3.7  15.9  28.7  41.8  54.9  68.0  81.1  
 

*Our base-case NAV assumes V drops to a long-term US$40/kg from 2021         Source: ARC estimates 

 

Figure 6: Risked NAV (GBp) sensitivity to V (flat from 2018*) and discount rate 
  Vanadium price (US$/kg V) 

  20.00 30.00 40.00 50.00 60.00 70.00 80.00 

D
is

co
u

n
t 

ra
te

 15% 0.6  9.1  17.9  26.9  35.9  45.0  54.1  

12% 0.9  11.4  22.2  33.2  44.4  55.6  66.8  

10% 1.1  13.6  26.2  39.2  52.3  65.4  78.5  

8% 1.6  16.5  31.6  47.1  62.8  78.4  94.0  

5% 2.6  23.1  43.8  64.9  86.2  107.5  128.9  
 

*Our base-case NAV assumes V drops to a long-term US$40/kg from 2021         Source: ARC estimates 
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Summary operating and financial forecasts 
Figures 7-11 below and over page summarise our base-case operating and financial 
forecasts, updated to incorporate Bushveld’s revised near-term operational 
guidance for Vametco and our adjusted vanadium pricing assumptions.  

Our forecasts assume Vametco is fully consolidated in Bushveld’s P&L from 2018. 
Bushveld has yet to report financial results for a full year since taking majority control 
of Vametco, so our forecasts are presented on a ‘best estimates’ basis. The 
accounting treatment may differ materially (specifically in relation to minorities and 
dividends).  

For the purposes of our model we assume Vametco only commences cash dividends 
to all stakeholders (Bushveld, Sojitz and the operation’s BEE partner) in 2020 
following completion of the capacity expansion programme, with dividend 
withholding tax applied at 20%. In reality, we believe dividends may commence 
earlier, particularly if the ownership structure of Vametco is simplified. 

Figure 4:  Summary Vametco operational forecasts and macro assumptions 
   2017* 2018E 2019E 2020E 2021E 

Vanadium production t 2,649 3,000 3,750 4,375 5,000 

V2O5 equivalent t 4,729 5,355 6,694 7,810 8,926 

Vanadium sales t  2,721 3,000 3,750 4,375 5,000 

Ferrovanadium market price assumption US$/kg V 32.60 68.00 55.00 50.00 40.00 

Received basket price (Nitrovan and FeV) US$/kg V  30.13 65.96 53.35 48.50 38.80 

Total cash costs (including royalties) US$/kg V  20.91 27.08 23.70 22.32 20.14 

Operating cash margin % 31 59 56 54 48 

All-in costs (including depreciation) US$/kg V  21.47 28.32 25.32 23.57 21.14 

All-in margin % 29 57 53 51 46 

South African Rand ZAR:USD 13.30 13.00 13.00 13.00 13.00 

GB Sterling USD:GBP 1.29 1.28 1.28 1.28 1.28 
 

*Bushveld did not assume majority control of Vametco until end 2017                                                                                                            Source: ARC estimates 

 

Figure 5:  Summary Bushveld Minerals consolidated income statement 

Year-end 31 Dec   2017* 2018E 2019E 2020E 2021E 

Revenue £m 2.2 154.6 156.3 165.8 151.6 

Cost of sales £m (1.1) (55.0) (62.4) (68.0) (70.3) 

Other income £m 0.0 0.9 1.0 1.0 0.9 

Selling & distribution costs £m (0.2) (7.4) (7.9) (8.6) (8.4) 

G&A costs £m (3.9) (5.5) (5.5) (5.5) (5.5) 

Other expenses £m (0.0) 0.5 0.0 0.0 0.0 

Operating profit/(loss) £m (3.0) 88.1 81.5 84.6 68.3 

Net finance costs £m (0.8) (0.9) (0.8) (0.4) (0.2) 

Impairments £m (0.5) 0.0 0.0 0.0 0.0 

Share of profit/(loss) from associates* £m 3.6 0.0 0.0 0.0 0.0 

Tax £m (0.0) (24.7) (23.0) (37.2) (36.9) 

Net profit/(loss) £m (0.7) 62.5 57.7 47.0 31.2 

Minority interests £m (0.3) (26.0) (24.2) (19.6) (13.1) 

Attributable net profit/(loss) £m (1.0) 36.5 33.5 27.3 18.1 
 

*Bushveld did not assume majority control of Vametco until end 2017                                                                                                            Source: ARC estimates 
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Figure 6:  Summary Bushveld Minerals consolidated cash flow statement 
   2017* 2018E 2019E 2020E 2021E 

Operational CF before WC changes £m (2.9) 65.7 63.2 51.6 35.3 

Working capital changes £m (1.1) (19.1) 2.9 (3.0) 1.0 

Cash flow from operations £m (4.1) 46.7 66.1 48.6 36.4 

Capex £m 0.0 (9.6) (12.1) (2.3) (2.5) 

Other £m 3.3 (2.0) (2.0) (1.6) (19.1) 

Cash flow from investing activities £m 3.3 (11.6) (14.2) (4.0) (21.6) 

Equity issue and warrant exercises £m 1.7 15.6 0.0 0.0 0.0 

Net borrowings £m 6.4 (5.1) 0.1 0.0 0.0 

Dividends to minorities £m 0.0 0.0 0.0 (31.0) (40.6) 

Other £m 0.0 (0.7) (0.4) (0.4) (0.2) 

Cash flow from financing activities £m 8.1 9.8 (0.4) (31.4) (40.9) 

Increase/(decrease) in cash £m 7.3 44.9 51.6 13.3 (26.1) 
 

*Bushveld did not assume majority control of Vametco until end 2017                                                                                                            Source: ARC estimates 

 

Figure 7:  Summary Bushveld Minerals consolidated balance sheet 
   2017* 2018E 2019E 2020E 2021E 

Cash £m 7.2 52.1 103.7 116.9 90.9 

P,P&E £m 32.9 39.7 47.1 45.1 43.7 

Intangible assets £m 45.1 45.9 46.3 46.3 46.3 

Other assets £m 33.8 49.5 43.9 46.5 45.8 

Total assets £m 119.1 187.1 240.9 254.8 226.6 

Payables £m 15.0 11.1 39.3 48.6 34.2 

Debt £m 5.8 0.0 0.0 0.0 0.0 

Other liabilities £m 18.8 30.6 29.4 27.8 26.1 

Total liabilities £m 39.6 41.6 68.7 76.3 60.3 

Shareholders' equity £m 52.5 92.5 95.0 112.7 128.0 

Non-controlling interests £m 27.0 53.0 77.2 65.8 38.3 

Total equity £m 79.5 145.5 172.2 178.5 166.3 

Total liabilities & equity £m 119.1 187.1 240.9 254.8 226.6 
 

*Bushveld did not assume majority control of Vametco until end 2017                                                                                                            Source: ARC estimates 

 

Figure 8:  Key financial measurements and ratios 
   2017E* 2018E 2019E 2020E 2021E 

EBITDA £m 0.7 91.0 86.2 88.9 72.2 

EBITDA margin % 30 59 55 54 48 

EBIT £m 0.1 88.1 81.5 84.6 68.3 

EBIT margin % 3 57 52 51 45 

EPS GBp (0.1) 3.8 3.1 2.6 2.6 

Net profit margin % na 24 21 16 12 

Free cash flow £m (0.8) 35.1 51.9 44.7 14.8 

Net cash/(debt) £m 1.4 52.1 103.7 116.9 90.9 

EV/EBITDA (consolidated) x na 3.0 3.2 3.1 3.8 

EV/EBITDA (equity attributable) x na 5.1 5.4 5.3 6.5 

P/E x na 7.0 8.4 10.3 10.1 

FCF yield % na 0.1 0.2 0.2 0.1 
 

*Bushveld did not assume majority control of Vametco until end 2017                                                                                                            Source: ARC estimates 
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Disclaimer 
This document has been prepared and issued by Alternative Resource Capital, a trading name of Shard Capital Partners LLP (“Alternative Resource Capital”), 
which is authorised and regulated by the Financial Conduct Authority. 

Bushveld Minerals is a corporate client of Alternative Resource Capital, and Alternative Resource Capital is contractually engaged and paid by Bushveld Minerals 
to produce marketing communications on an ongoing basis. In addition, Alternative Resource Capital may from time to time receive additional compensation 
from Bushveld Minerals for provision of other advisory services, including fundraising services. This document constitutes a minor non-monetary benefit. 

This document is a marketing communication and not independent research. As such, it has not been prepared in accordance with legal requirements designed 
to promote the independence of investment research. 

This document is published solely for information purposes and is not to be construed as a solicitation or an offer to buy or sell any securities, or related financial 
instruments. It does not constitute a personal recommendation as defined by the Financial Conduct Authority, nor does it take account of the particular 
investment objectives, financial situations or needs of individual investors. The information contained herein is obtained from public information and sources 
considered reliable. However, the accuracy thereof cannot be guaranteed. 

The information contained in this document is solely for use by those persons to whom it is addressed and may not be reproduced, further distributed to any 
other person or published, in whole or in part, for any purpose, at any time, without the prior written consent of Alternative Resource Capital. This document is 
not intended for retail customers and may not be distributed to any persons (or groups of persons) to whom such distribution would contravene the UK Financial 
Services and Markets Act 2000. Moreover, this document is not directed at persons in any jurisdictions in which Alternative Resource Capital is prohibited or 
restricted by any legislation or regulation in those jurisdictions from making it available. Persons into whose possession this document comes should inform 
themselves about, and observe, any such restrictions. 

Alternative Resource Capital or its employees may have a position in the securities and derivatives of the companies researched and this may impair the 
objectivity of this report. Alternative Resource Capital may act as principal in transactions in any relevant securities, or provide advisory or other service to any 
issuer of relevant securities or any company connected therewith.  

Neither Alternative Resource Capital nor any of its directors, officers, employees or agents accept any responsibility or liability whatsoever for any loss however 
arising from any use of this document or its contents or otherwise arising in connection therewith. The value of the securities and the income from them may 
fluctuate. It should be remembered that past performance is not a guarantee of future performance. Investments may go down in value as well as up and you 
may not get back the full amount invested. The listing requirements for securities listed on AIM or ISDX are less demanding and trading in them may be less 
liquid than main markets. If you are unsure of the suitability of share dealing specifically for you then you should contact an Independent Financial Adviser, 
authorised by the Financial Conduct Authority. 

By accepting this document, the recipient agrees to the foregoing disclaimer and to be bound by its limitations and restrictions. 

Further information on Alternative Resource Capital’s policy regarding potential conflicts of interest in the context of investment research and its policy on 
disclosure and conflicts in general are available on request.  

 

Alternative Resource Capital is a trading name of Shard Capital Partners LLP, which is authorised and regulated by the 
Financial Conduct Authority. Shard Capital Partners LLP’s registered partnership number is OC360394. 


