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Event
LIN has continued to progress the Kangankunde Rare Earths Project toward an 
investment decision, most recently releasing assay results from infill drilling and providing 
an update on the current metallurgical testwork program. Infill drilling continues to return 
thick (+100m), high grade (+3.00% TREO) mineralised intercepts from surface, and will 
inform an initial Indicated resource and detailed mine design and scheduling. 
Metallurgical testwork results continue to validate and de-risk the proposed Kangankunde 
flowsheet, demonstrating recoveries of ~70% TREO for concentrate grades of ~55-68% 
TREO. LIN has pivoted to a more conventional development approach, with a maiden 
feasibility study due for release in early JunQ'24; we have updated our valuation ahead of 
the FS release. 

Impact
NdPr prices remain soft, initial colour on margins will be key: Rare earth prices have 
continued to soften across CY24, with NdPr oxide currently trading at ~US$43/kg excl. 
VAT, largely on weaker Chinese NdFeB magnet demand from the appliance sector (i.e. 
HVAC). NdPr oxide prices have declined to levels previously indicated by MP Materials 
(MP-NYS) as unprofitable for Chinese miners, with capital-intensive RoW greenfield 
projects now out of the money at current prices. For now, the verdict appears out on hard 
rock development stage rare earth projects in the currently depressed pricing 
environment, as suggested by the performance of equities; given Kangankunde’s 
positioning as a low-cost concentrate producer, an initial look at operating and upfront 
capital costs via the maiden FS release will be a pivotal valuation catalyst, in our view.

Stage 1 financing another focal point: We continue to assume upfront CapEx of 
US$30m for the proposed Stage 1 development at Kangankunde (440ktpa throughput / 
1.8ktpa NdPr in concentrate). The final tranche acquisition payment of US$10m is 
payable on the commencement of Stage 1 operations. Prepaid offtake financing with 
Gerald Group (LIN has previously flagged negotiations for a US$10m prepaid facility) and 
other potential offtakers may supplement traditional debt and equity financing for Stage 1 
CapEx, while the potential divestment of LIN’s bauxite asset portfolio may also provide 
another non-dilutive funding solution.

First batch of CY24 Chinese RE quotas released: In early Feb'24, China's Ministry of 
Industry and Information Technology and Ministry of Natural Resources published rare 
earth mining and smelting quotas for H1 CY24 at 135kt and 115kt respectively. The H1 
CY24 quotas are consistent with H2 CY23 quotas, representing a meaningful decline in 
the rate of increase on the pcp (Fig. 1). The uplift in mining quotas across H2 CY23 and 
H1 CY24 has been attributed by Lynas Rare Earths (LYC-ASX) to the shortfall in 
concentrate feedstock into China as MP transitions to separated REO production, under 
which production volumes are ramping up at a slower rate than originally expected. 

Valuation updates: We have i) revised our equity dilution assumptions to reflect all 
modelled dilution at LIN’s current share price recognising recent sector-aligned 
weakness, ii) deferred modelled project timelines by 6 months, iii) slightly adjusted OpEx 
assumptions and iv) lowered our FY24/25E NdPr oxide price forecasts to US$60/kg and 
US$75/kg respectively (which doesn't impact earnings on our revised project timelines). 
Our valuation has decreased to A$0.45/sh.

Action
Speculative Buy rating maintained, PT reduced to A$0.45/sh at 1.0x NAV (LT NdPr
oxide: US$95/kg). Key catalysts include i) rare earth prices and sentiment and ii) maiden 
feasibility study release outcomes.   
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Forecasts FY24E FY25E FY26E
TREO in conc. (kt) 0.0 0.0 7.5
NdPr in conc. (kt) 0.0 0.0 1.4
C1 cost (US$/kg) 0.0 0.0 2.2
AISC (US$/kg REO) 0.0 0.0 3.5

 
 
 

Financials (A$m) FY24E FY25E FY26E
Revenue - - 126
EBITDA (7) (10) 90
Operating CF (7) (10) 53
NPAT (7) (10) 45
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Figure 1: Chinese rare earth mining and smelting quotas

Source: China MIIT, Ministry of Natural Resources, Euroz Hartleys edits

Figure 2: Largest hard rock rare earth resource ex-China on a contained NdPr basis

Source: Company reports, Euroz Hartleys estimates

Figure 3: Modelled production and AISC profile Figure 4: Sensitivity to NdPr oxide price (flat forward)

Source: Euroz Hartleys estimates Source: Euroz Hartleys estimates
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Figure 5: Financial Summary

Source: Euroz Hartleys Research
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Figure 6: Model assumptions (NPV )12%

Source: Euroz Hartleys estimates

Figure 7: 5-year Nd, Pr and NdPr oxide prices

Source: Bloomberg
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Copyright & Distribution
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Securities Exchange Group.

The information contained herein is confidential. If you are not the intended recipient no confidentiality is lost by your receipt of it. Please 
delete and destroy all copies, and contact Euroz Hartleys Limited on (+618) 9268 2888. You should not use, copy, disclose or distribute 
this information without the express written authority of Euroz Hartleys Limited.

Disclaimer & Disclosure

Euroz Hartleys Limited, and their associates declare that they deal in securities as part of their securities business and consequently 
may have an interest in the securities recommended herein (if any). This may include providing equity capital market services to the 
issuing company, hold a position in the securities, trading as principal or agent and as such may effect transactions not consistent with 
the recommendation (if any) in this report.

You should not act on any recommendation issued by Euroz Hartleys Limited without first consulting your investment adviser in order to 
ascertain whether the recommendation (if any) is appropriate, having regard to your objectives, financial situation and needs. Nothing in 
this report shall be construed as a solicitation to buy or sell a security, or to engage in or refrain from engaging in any transaction.

Euroz Hartleys Limited believes that the information and advice contained herein is correct at the time of compilation, however we make 
no representation or warranty that it is accurate, complete, reliable or up to date, nor do we accept any obligation to correct or update the 
opinions in it. The opinions expressed are subject to change without notice. No member of Euroz Hartleys Limited accepts any liability 
whatsoever for any direct, indirect, consequential or other loss arising from any use of this material.

We cannot guarantee that the integrity of this communication has been maintained, is free from errors, virus interception or interference.
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Euroz Hartleys Limited, and its Advisers may earn brokerage, fees, commissions, other benefits or advantages as a result of 
transactions arising from any advice mentioned in publications to clients.
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