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Vametco production rates trending back up
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Bushveld’s consolidated vanadium production increased by close to 30% in Q2 2021,
underpinned by improved operational stability at Vametco following a maintenance
shutdown that adversely impacted output in the preceding quarter. If maintained
across the second half, current rates at both Vametco and Vanchem put the group well
on course to meet its recently revised full-year production target of 3,400-3,600t. With
vanadium prices having recovered strongly from last year’s lows, we are optimistic this
production level will see a return to positive EBITDA in 2021. Successful execution of
production growth plans – Bushveld is targeting a 5,000-5,400t pa rate by the end of
2022, and >8,000t pa longer-term – should drive further margin growth thereafter.
►

Improved operational performance at Vametco: Q2 production at Vametco
totalled 593t, up 50% from Q1 when the operation was shut down for 35 days
for vital maintenance. Encouragingly, May and June saw 278t and 261t produced
respectively, reflecting much improved operational stability and performance
following the Q1 downtime. Allowing for further planned maintenance work to
maintain this improved stability, Bushveld is guiding an average monthly
production rate of around 240t at Vametco for the remainder of the year. Vanchem’s
production was in-line with the preceding quarter at 293t. Bushveld expects
Vanchem to maintain its current monthly rate of c90-100t, supported by the
provision of feedstock material sourced from the upper seam resource at Vametco.

►

Sales volumes steady despite logistic pressures: Recent civil unrest in South
Africa has thankfully not impacted production, though Bushveld has
experienced logistic delays in getting final product to the port. These delays have
been resolved, though pandemic-related general logistic pressures on exports
remain. Bushveld’s sales increased by 4% Q-on-Q, to 820t, and the group expects
to maintain export volumes at a similar rate through Q3 2021.

►

On course to hit full-year targets: Consolidated Q1 production of 886t takes H1
output to 1,574t, down 5% vs H1 2020 as a result of the maintenance shutdown.
However, if the now improved rates at Vametco can be maintained, and if
Vanchem continues its steady performance as refurbishment work continues,
H2 production should be materially higher. We therefore think Bushveld is on
course to meet its recently revised full-year production target of 3,400-3,600t.

►

Vanadium market firming: FeV averaged US$36/kg in Q2, up 17% on Q1, and is
currently cUS$40/kg. We expect pricing to remain firm for the remainder of the
year on robust demand but also a potential tightening of supply given Chinese
steel slag co-producers are already operating around capacity. We are therefore
hopeful of a return to profitability at Bushveld’s consolidated EBITDA level this
year despite Y-on-Y flat production (2020 results were adversely impacted by a
more than 50% Y-on-Y slide in FeV prices to $23/kg). With the refurbishment of
Kiln 3 at Vanchem due for completion by the end of 2021, we expect higher
production to drive a much more material growth in earnings from next year.

►

Production growth key to margin expansion: Bushveld’s assets hold potential
for far greater growth however, and studies are underway at both Vametco and
Vanchem of the feasibility to increase group production to 6,400-6,800t pa in
the medium term and to c8,400t pa longer term. Scheduled for completion in Q4
2021, these studies will determine the most capital efficient sequencing of
expansion between the two businesses. Our preliminary analysis points to the
potential for these expansion initiatives to grow annualised EBITDA to over
US$100m within the next few years, assuming a long-term FeV price in line with
current pricing levels (to which we consider there to be scope for upside).

Company summary
Bushveld Minerals is an AIM-quoted vanadium
development and production company. The
group’s key assets are the Vametco and
Vanchem primary vanadium producing
operations in South Africa. Bushveld also
participates in the development of the
downstream, and fast-growing, vanadiumredox flow battery market through its
majority-owned Bushveld Energy subsidiary.
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90.0

132.2

195.7

EBITDA ($m)

(14.9)

10.0

55.4

EPS ($/sh)

(0.03)

(0.01)

0.01

FCF ($m)

(30.5)

(11.4)

17.5

EV/EBITDA (x)

na

22.7

4.1

EV/EBITDA adj* (x)

na

39.5

4.9

P/E (x)

na

na

13.3

FCF yield (%)

na

na

9.2

33.7

44.5

29.2

Net debt ($m)

* Equity-attributable adjusted EBITDA
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*Bushveld is a research client of Alternative Resource Capital, a trading name of Shard Capital Partners LLP which is authorised and regulated by the Financial Conduct
Authority (FRN: 538762). This is a marketing communication, intended for qualified and professional investors only. Please read disclaimer at end of document.
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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 (FRN: 538762).
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.
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