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Bushveld continues to grow production as it
plans VRFB instillation to support solar grid
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Bushveld is an integrated vanadium mining, processing and technology businesses.
The South African group owns 74% of Vametco and 100% of the Vanchem.
Bushveld Energy (84%) is developing vanadium redox batteries for grid use in SA.
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Bushveld raised ferro-vanadium production last year despite the South
African lockdown, social distancing and covid disruption through the year.
The company produced 24% more ferro-vanadium at 3,631mtV than in 2019
slightly lower than guidance but still showing a good effort by the Vametco
and Vanchem teams.
Sales rose by 78% to 4,264mtV, including 422mtV of intercompany sales
resulting in actual sales of 3,842mtV for the year.
Intercompany sales of 422mtV show vanadium produced but not yet sold.
This material should have been sold in January.
Bushveld doubled sales into rising prices and demand in China to 21% of total
volumes vs 10% sold in 2019 driven by better compliance with higher
vanadium content regulations in structural steel (rebar) and strong
production for stimulus projects and reconstruction of property damaged by
severe flooding along the Yangtze river.
Prices are now seen rising in the US as North American steel producers ramp
up production in anticipation of new rail and other construction projects from
Biden’s US$1.9tn stimulus.
Vanadium prices: We expect vanadium prices to rise to over our $35/kgV est.
Prices are currently at ~$28.75kgV in Western Europe.
Orderbooks for construction machinery are more than double last year as
construction companies gear up for new work. Steel producer utilisation rates
are rising globally, and we expect this to drive new demand for vanadium.
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SP Angel forecasts: Figures based on 100% of Vametco and Vanchem. Bushveld hold an effective 74% of Vametco.
+
Vanadium sales see a 8 -12 week lag when product is delivered to final costumer. This applies for all the sales
*SP Angel act as Nomad and broker to Bushveld Minerals
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Bushveld Continued…

• Group production fell in Q4 by 7% to 951mtV relative to Q3
Sales rose by 35% in Q4 to 1,268mtV including 15mtV of intercompany sales
reducing sales sold to customers to 1,253mtV.
•

Vametco sales price came in at less than we forecast at $23.4 vs our $25/kgV
forecast

•

Vametco C1 cash costs exactly matched our estimate of $18.3/kgV

•

Vanchem sales price came in at $21.1/kgV vs our 25/kgV forecast

•

Vanchem’s sales were also slower to realise due to interruptions to processing
which also caused Vanchem’s C1 cash costs for the quarter rose to $25.7/kgV
beyond our $18.63/kgV estimate for the year.

•

Going forward assuming the new concentrate testing has been done and the
furnaces are free to operate uninterrupted.

•

Francois Naude as its new operations director to oversee Vametco, Vanchem
and the Bushveld Electrolyte Company ‘BELCO’.

•

Guidance:

•

Vametco guidance was cut to 2,700-2,850mtV from 3,335mtV in our model
representing a significant reduction in production due to the extended 35 day
maintenance in Q1 as the group prioritises operational stability.

•

Costs at Vametco are expected to rise to $20.0-21.30/kgV as a result from our
estimated $18/kgV.

•

Vanchem guidance has been raised to 1,400-1500mtV for the year vs the
1,108mtV in our model.

•

Costs at Vanchem are expected to rise to $26.20-26.70/kgV from our estimated
$18.6/kgV. The increase in cost is due to higher maintenance, labour and raw
material costs associated with the refurbishment and commissioning of kiln-3,
which is expected to be commissioned in H2 2021. The full production benefit
of kiln-3 will be realised in 2022.

•

BELCO completed its EPC process with procurement for the electrolyte plant
starting this quarter.

•

Mini grid: Vametco also received permission to build a hybrid mini-grid. Enerox
is supplying a1MW/4MWh vanadium redox flow battery to support 3.5MW of
solar power.

•

Vametco, Vanchem and Bushveld Energy could use >125MW of solar power
and 180MWh of battery storage in time.

•

Vanadium lease-finance: Bushveld are scaling up the vanadium rental model
with a new contract to Pivot Power (EDF Renewables)

•

Cash: Bushveld had US50.5m of cash and cash equivalents at end-December
following the drawdown of $65m of financing from Orion Mine Finance and
ZAR125m ($8m) of revolving credit and convertible notes.

•

2021: Bushveld targets4,100-4,350mtV with volumes weighted to the second
half.

•

Capex: Bushveld plans to spend around $34m this year including:
o

2

$15.7m at Vanchem,
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o

$5.3m at Vametco and

o

$2.5 million Mokopane DFS

o

$9.5m at Bushveld Energy to be funded by Bushveld Energy partial
asset sales.

•

FOREX: The US dollar to South African rand averaged 16.5 though the year
following a strengthening of the currency as gold and PGM prices rose
significantly higher through the year.

•

The stronger currency served to pull back earnings.

•

Realised prices: Vametco US$22.2/kgV and Vanchem achieved US$21.3/kgV,
close to the CRU RN reference vanadium price of $23.2/kgV but slightly lower
than prices quoted by LMB $24.4/kgV and Asian Metals $24.6kgV.

•

Vametco C1 Cash costs: came in at $18.30/kgV (ZAR302/kgV) for the full year
and $21.0/kgV in the fourth quarter due to lower production caused by heavy
rain and grid power interruptions.

•

Vametco: expected to produce 2,700- 2,850mtV in 2021 at a cash cost of $20.021.30/kgV

•

Vanchem C1 Cash costs: came in $22.40/kgV. Costs were higher than originally
anticipated due to optimisation work done on different vanadium concentrates
in the Vanchem plant to see what works best. This should reduce costs going
forward.

•

Vanchem: expected to produce 1,400-1,500mtV in 2021 at cash costs of
$26.20-26.70/kgV

•

Invinity Energy Systems: Bushveld sold $4m of stock in Invinity to recover
much of its $5m investment, the proceeds from the sale will be used to fund
some of Bushveld Energy's initiatives, including Vanadium Electrolyte Rental
Limited ("VERL"), the partnership established with Invinity to rent vanadium
electrolyte, and its right of first refusal to supply vanadium and vanadium
electrolyte. Bushveld's shareholding currently exceeds five per cent.

•

Power: Bushveld expect its power needs to rise to 50MW on completion of its
expansion plans requiring >125MW of solar power and 180MWh of battery
backup for the business to become independent of the grid and fully
renewable.

•

Resource and reserves: Bushveld report 2% depletion of the ore reserves over
the past year to 267,200 V2O5 in magnetite grading 2.02% V2O5.

•

Combined inferred and indicated resources run at 184.2mt grading 1.98%
V2O5 with the magnetite grade running at 35% in whole rock giving 714,700
tonnes of contained vanadium.

•

Probable reserves run at 46.4mt grading 2.02% V2O5 in magnetite and the
overall resource reduced by just 0.68% through the year with no new resource
exploration carried out last year.

•

The statement confirms there is sufficient vanadium in the resource for
Vametco to continue to run for many more than ten years at the higher target
rate. The resource is also sufficient to feed Vanchem while it awaits fresh ore
from the planned Mokopane vanadium mine.
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Ferro-vanadium basis 78% V min, 1st grade, ddp Western Europe, $/kg V

•

•

•
•

•

•

•

•

•

2020 Estimates: We have adjusted our 202 Operating profit including raised
selling and distribution costs, other mine and operating costs, idle plant costs
and administrative expenses. This was a challenging year for any company an
resulted in an increase in our estimated operating loss beyond our original
expectations.
2021 Estimates: We have lowered our 2021 production forecast by 4% to
4,255mtV as a result of the longer, scheduled 35-day maintenance at
Vametco this quarter.
We have also reduced our estimated vanadium sales to 4,455mtV from
4,692mtV in 2021.
The reduction cuts our 2021 sales to $150m from $157m. This combined with
the resultant increase in unit costs reduces our EBITDA to $27m from $40m
for 2021 assuming an average vanadium price of $35/kgV.
The vanadium price in China is currently $29.5-30/kgV. We feel the price
should move appreciably higher this year with vanadium prices already rising
in the US and Europe on stimulus and other construction projects.
Orderbooks for machinery in the construction industry have doubled from
last year highlighting how construction companies are gearing up for new
work in the recovery.
Bushveld Energy: We are looking for Bushveld Energy to scale up its activities
this year. The team will start building the vanadium electrolyte plant shortly
and will also work to scale up the vanadium lease financing activity with
support from lending institutions for new contracts.
The ability to spread the cost of the vanadium in the VRFB batteries over a 20year rental model makes a huge difference to the cost of the battery
instillation as the cost of the vanadium should become far more manageable
and much easier to finance.
We see this as probably the most important advance in enabling the future
adoption of VRFB batteries since their invention.

•

Valuation: Our valuation reduces to 31p from 37.7p due to lower realised
vanadium prices through H2 2020 and higher costs at Vanchem.

•

Reduced guidance for 2021 for Vametco combined leading to higher costs for
Vametco and also higher than expected costs at Vanchem have also served to
pull back our valuation.

Conclusion: Bushveld continue to grow the business despite a tough year. The
team are preparing to install a solar mini grid with VRFB battery at Vametco with
the dual purpose of providing power and proving the VRFB battery grid.
4
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This could provide a template for industry instillations creating better power
stability for consumers across South Africa.
*SP Angel acts as Nomad and broker to Bushveld Minerals.
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DISCLAIMER: Non-independent research
This note has been issued by SP Angel Corporate Finance LLP (“SP Angel”) in order to promote its investment services and is a
marketing communication for the purposes of the European Markets in Financial Instruments Directive (MiFID) and FCA’s Rules. It
has not been prepared in accordance with the legal requirements designed to promote the independence or objectivity of
investment research and is not subject to any prohibition on dealing ahead of its dissemination.
SP Angel considers this note to be an acceptable minor non-monetary benefit as defined by the FCA which may be received without
charge. In summary, this is because the content is either considered to be commissioned by SP Angel’s clients as part our advisory
services to them or is short-term market commentary. Commissioned research may from time to time include thematic and macro
pieces. For further information on this and other important disclosures please the Legal and Regulatory Notices section of our
website Legal and Regulatory Notices
While prepared in good faith and based upon sources believed to be reliable SP Angel does not make any guarantee, representation
or warranty, (either express or implied), as to the factual accuracy, completeness, or sufficiency of information contained herein.
The value of investments referenced herein may go up or down and past performance is not necessarily a guide to future
performance. Where investment is made in currencies other than the base currency of the investment, movements in exchange
rates will have an effect on the value, either favourable or unfavourable. Securities issued in emerging markets are typically subject
to greater volatility and risk of loss.
The investments discussed in this note may not be suitable for all investors and the note does not take into account the investment
objectives and policies, financial position or portfolio composition of any recipient. Investors must make their own investment
decisions based upon their own financial objectives, resources and appetite for risk.
This note is confidential and is being supplied to you solely for your information. It 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. If this note has been sent to you by a
party other than SPA the original contents may have been altered or comments may have been added. SP Angel is not responsible
for any such amendments.
Neither the information nor the opinions expressed herein constitute, or are to be construed as, an offer or invitation or other
solicitation or recommendation to buy or sell investments. Opinions and estimates included in this note are subject to change
without notice. This information is for the sole use of Eligible Counterparties and Professional Customers and is not intended for
Retail Clients, as defined by the rules of the Financial Conduct Authority (“FCA”).
Publication of this note does not imply future production of notes covering the same issuer(s) or subject matter.
SP Angel, its partners, officers and or employees may own or have positions in any investment(s) mentioned herein or related
thereto and may, from time to time add to, or dispose of, any such investment(s).
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.
SP Angel Corporate Finance LLP is a company registered in England and Wales with company number OC317049 and whose
registered office address is Prince Frederick House, 35-39 Maddox Street, London W1S 2PP. SP Angel Corporate Finance LLP is
authorised and regulated by the Financial Conduct Authority whose address is 12 Endeavour Square, London E20 1JN.
Recommendations are based on a 12-month time horizon as follows:
Buy - Expected return >15%
Hold - Expected return range -15% to +15%
Sell - Expected return < 15%

SP Angel Corporate Finance LLP is authorised and regulated by the Financial Conduct Authority. Registered in England No. OC317049. Registered Office: Prince
Frederick House, 35-39 Maddox Street, London W1S 2PP.

