Mining Flash Note
Non-Independent Research
A MiFID II compliant note

Bushveld Minerals*
BMN LN

BUY
Target 37p

10 October 2018
Stock Data
Ticker

BMN LN

Share Price:

27.9p

Market Cap:

£309m

Price Chart

Vanadium prices continue to rise on
shortage of vanadium pentoxide as new
rules on vanadium in steel come into
force in China
Valuation: we have raised our valuation to 37p from 34p on higher than expected ferrovanadium prices for this year and raised expectations for ferro-vanadium through 2019.
(Bushveld Minerals now hold 74% of Vametco)

Research
John Meyer
+44 20 3470 0490
john.meyer@spangel.co.uk



Vanadium prices continue to rise driven by China’s drive to reduce pollution
and new standards increasing the proportion of vanadium used in steel for
construction, mainly rebar.



China’s Green Shield strategy has caused many major steel producers to
switch to cleaner and higher grade Australian iron ore which contains much
less vanadium for byproduct production



Ferro-vanadium prices jumped another 6% higher to US$112-116/kgV in
Western Europe this week according to Metal Bulletin.



Asian Metals also report a vanadium of US$117.5/kgV for ferrovanadium in
China.



The Metal Bulletin report US$104-110/kgV for China.



Metal Bulletin’s trade log gives a useful view of the trade in ferro-vanadium
and vanadium pentoxide with trades showing up to 28 September.
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*SP Angel act as Nomad and broker to Bushveld Minerals. *An SP Angel mining analyst and
nomad have visited the Vametco vanadium mine and processing facilities in South Africa.
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Model Assumptions:


The high price of vanadium is reporting to be causing some substitution of
ferrovanadium with ferroniobium though this does not appear to be affecting
the rise in prices at this stage.



Asian Metals in Beijing report a shortage of vanadium pentoxide is driving
prices and this will not change in the short term.



We also expect some incremental increases in production from primary
vanadium producers though primary vanadium only makes up 17% of the
global supply.



Some new byproduct production from graphite production may also come to
the market in future years though difficulties in vanadium extraction from this
source may delay its introduction.



We are raising our price assumptions for vanadium to US$82.17/kgV from
US$77.8/kgV for 2018 and to US$45/kgV from US$35/kgV for 2019.



We are looking at the potential impact of ferro-vanadium substitution with
ferro-niobium in the steel industry though we suspect this is may only apply
at relatively high price levels.

*Source: Metal Bulletin
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The South African rand remains relatively weak partly due to the impact of
South African government statements on the reclamation of farms without
compensation and government inaction relating to violence on South African
farms.



The spot rand price is at 14.587 against the US dollar. We assume the spot
rand rate for 2019 onwards in our modelling vs a rate of 14.2 previously
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DISCLAIMER: Non-independent research
This note is a marketing communication and comprises non-independent research. This means it has not been prepared in accordance with the legal requirements
designed to promote the independence of investment research and is not subject to any prohibition on dealing ahead of its dissemination.
MiFID: Based on our analysis, we have concluded that this note may be received free of charge by any person subject to the new MiFID rules on research unbundling
pursuant to the exemptions within Article 12(3) of the MiFID Delegated Directive and FCA COBS Rule 2.3A.19. Further and fuller analysis may be viewed here
http://www.spangel.co.uk/legal-and-regulatory-notices.html.
This note has been issued by SP Angel Corporate Finance LLP (‘SPA’) in order to promote its investment services. Neither the information nor the opinions expressed
herein constitutes, or is to be construed as, an offer or invitation or other solicitation or recommendation to buy or sell investments. The information contained
herein is based on sources which we believe to be reliable, but we do not represent that it is wholly accurate or complete. SPA is not responsible for any errors or
omissions or for the results obtained from the use of such information. Where the subject of the research is a client company of SPA we will usually have shown
a draft of the research (or parts of it) to the company prior to publication in order to check factual accuracy, soundness of assumptions etc.
No reliance may be placed for any purpose whatsoever on the information, representations, estimates or opinions contained in this note, and no liability is accepted
for any such information, representation, estimate or opinion. All opinions and estimates included in this report are subject to change without notice. This note is
confidential and is being supplied to you solely for your information and may not be reproduced, redistributed or passed on, directly or indirectly, to any other
person or published in whole or in part, for any purpose.
In some cases, this research may have been sent to you by a party other than SPA, and if so, the contents may have been altered from the original, or comments
may have been added, which may not be the opinions of SPA. In these cases SPA is not responsible for this amended research.
The investments discussed in this report may not be suitable for all investors. Investors should make their own investment decisions based upon their own financial
objectives and financial resources and it should be noted that investment involves risk. Past performance is not necessarily a guide to future performance and an
investor may not get back the amount originally invested. Where investment is made in currencies other than the currency of the investments, movements in
exchange rates will have an effect on the value, either favourable or unfavourable.
This note is intended only for distribution to Professional Clients and Eligible Counterparties as defined under the rules of the Financial Conduct Authority and is
not directed at Retail Clients.
Distribution of this note does not imply distribution of future notes covering the same issuers, companies or subject matter.
SPA has put in place a number of measures to avoid or manage conflicts of interest with regard to the preparation and distribution of research. These include (i)
physical, virtual and procedural information barriers (ii) a prohibition on personal account dealing by analysts and (iii) measures to ensure that recipients and
persons wishing to access the research receive/are able to access the research at the same time.
You are advised that SPA and/or its partners and employees may have already acted upon the recommendations contained herein or made use of all information
on which they are based. SPA is or may be providing, or has or may have provided within the previous 12 months, significant advice or investment services in
relation to some of the investments concerned or related investments.
SP Angel Corporate Finance LLP is a company registered in England and Wales with company number OC317049 and its registered office is SP Angel Corporate
Finance LLP, 35 – 39 Maddox Street, London W1S 5PP United Kingdom. SP Angel Corporate Finance LLP is Authorised and Regulated by the Financial Conduct
Authority whose address is 25 The North Colonnade, Canary Wharf, London E14 5HS and is a Member of the London Stock Exchange plc.
SP Angel Corporate Finance LLP definition of research ratings:
Expected performance over 12 months: Buy - Expected return of greater than +15%, Hold - Expected return from -15% to +15%, Sell - Expected return of less than
-15%
*SP Angel acts as Nomad and Broker to this Company
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Frederick House, 35-39 Maddox Street, London W1S 2PP.

