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Analyst Date Price Target

Steven Clark 24th January 2022 $1.40/sh   from $1.00/sh

Baker’s Delight: High Tenor, Near-Surface Nickel Sulphides

Event

The first two lines of infill drilling at the Baker Shoot prospect have 
returned thick, high grade (up to 10.7% Ni) nickel sulphide intercepts, 
with significant assays including 9m @ 7.2% Ni from 132m and 10m 
@ 6.8% Ni from 160m. The success of drilling between more broadly 
spaced WMC holes provides validation of the LM8 investment thesis, 
whilst also alluding to a shallow source of nickel sulphide mineralisation 
that may be developed prior to or in parallel with a restart of the Foster 
mine. 

The LME nickel price continues to refresh 10-year highs (currently 
US$10.9/lb, +33% FYTD) in tandem with the significant depletion of 
LME (-60% FYTD) and ShFE refined nickel inventories. Recent sector 
consolidation, namely IGO.ASX’s recent takeover of WSA.ASX at a 
material premium to NAV on our forecasts, provides a highly supportive 
backdrop to the LM8 investment thesis. We maintain high conviction in 
continued nickel sector consolidation. 

Impact

	y The stock has justifiably rerated subsequent to the release of assay 
results for the first two complete lines of infill drilling at the Baker 
Shoot prospect.

	y In our view, Kambalda peer Mincor Resources Ltd (MCR.ASX, market 
cap: A$880m) provides an aspirational valuation target.

	y MCR currently trades on an EV/Resource multiple of A$4,000/t, in 
contrast to a multiple of A$3,100/t received by LM8 ahead of maiden 
KNP resource updates. 

	y We derive a valuation of A$1.40/sh on application of an updated  
EV/Resource multiple of A$2,600/t (prev. A$1,800/t) to an assumed 
KNP mineral inventory containing 83kt of Ni metal.

	y LM8 warrants a premium valuation relative to peers on account of 
resource grade, proximity to the Kambalda Nickel Concentrator and 
significant existing infrastructure, in our view. 

Action

We maintain our Speculative Buy rating and increase our Price Target 
to $1.40/sh (prev. $1.00/sh).

Key Catalysts
	y Periodic historical resource conversion to JORC 2012 status; 
	y Regular assay results and adjacent DHTEM survey results;
	y Feasibility studies on the restart of operations leveraging MCR’s CY22 

restart of the Kambalda Nickel Concentrator;
	y Nickel price and warehouse inventory movements.
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Disclaimer

Euroz Hartleys declares that it has acted as 
underwriter to and/or arranged an equity issue 
in and/or provided corporate advice to Lunnon 
Metals Ltd during the last year. Euroz Hartleys has 
received a fee for these services. 

This analyst declares that he has a beneficial 
interest in Lunnon Metals Ltd.

Lunnon Metals Ltd
(LM8 $0.91) Speculative Buy



RESOURCES

Euroz Hartleys Limited
All information and advice is confidential and for the private information of the person to whom it is provided and is provided without  
any responsibility or liability on any account whatsoever on the part of Euroz Hartleys Limited or any member or employee thereof.  
Refer to full disclaimer at the end of this document.

 

Analysis

The impressive array of high tenor intercepts from shallow depths at 
the Baker Shoot are among the best returned from the broader KNP 
subsequent to LM8’s Jun’21 listing. 

The Baker Shoot prospect is located 2km to the N-NW of the old 
Jan Shaft site and within the favourable komatiite stratigraphy which 
underlies the KNP, comprising a considerable quantity of hangingwall 
style mineralisation and anomalism that was subject to sporadic phases 
of drill testing by WMC. 

As a consequence, no resources (both JORC 2012 compliant and 
non-compliant) have been delineated at the Baker Shoot prospect, 
which formed the basis for the lower end of the broader East Cooee 
exploration target detailed in the Jun’21 prospectus (500-750kt at an 
avg. grade of 1.25% Ni to 2.5% Ni). We now look to upper end of this 
previously guided range with an upward bias. 

Significant assay results (reported above a 1.0% Ni cut-off) from the first 
complete infill line include:
	y 7m @ 9.22% Ni from 123m;
	y 8m @ 2.52% Ni from 97m;
	y 6m @ 3.67% Ni from 132m.

Source: Company Reports

The second complete infill line, drilled 40m to the south of the 
abovementioned section line returned the following significant assays 
(reported above a 1.0% Ni cut-off):
	y 10m @ 6.82% Ni from 160m;
	y 3m @ 7.88% Ni from 180m;
	y 2m @ 4.27% Ni from 187m;
	y 2.7m @ 10.72% Ni from 168m (maiden Baker diamond hole).

Lunnon Metals Ltd
(LM8 $0.91) Speculative Buy
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Source: Company Reports

Higher grades correspond to ultramafic hosted massive to semi-massive 
nickel sulphides ranging to more disseminated sulphides for lower 
grade intercepts. High grade nickel sulphide mineralisation intercepted 
to date is interpreted to be related to structures identified by DHTEM 
surveys, with the narrower zones of high grade, massive nickel sulphides 
attributed to pinching and swelling structures. We highlight the 
opportunity to extended these higher grade zones down plunge: 

 

Source: Company Reports
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Lunnon Metals Ltd
(LM8 $0.91) Speculative Buy

The Baker Shoot sits outside of existing resources and is approx. 350–
400m from a historical 35-65m deep gold open pit offering a nearby 
future bedrock access point.

 

Source: Company Reports

We anticipate assay results for the remaining two infill lines drilled to the 
north of the initial line of infill drilling released on 17 Jan’22, whilst follow 
up RC and diamond drilling will target thick, high grade mineralised 
zones ahead of the maiden Baker MRE release.

Our revised SOTP valuation is outlined below:

A$m A$/sh

KNP Historical Resources 163.8 1.12

KNP Exploration 51.3 0.35

Corporate Overheads  (19.0)  (0.13)

Cash (Dec'21e) 9.0 0.06

Total 205.1 1.40
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Key Variables
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Our Market Sensitivity 
Price Target: $1.40/sh

Valuation: $1.40/sh

Bull Scenario: $2.00/sh 
Brownfield and greenfield exploration success 
and successful conversion of historical JORC 
non-compliant resources underpin Resources 
containing ~100kt Ni. Nickel prices exceed EH 
forecasts  and battery-driven Ni Sulphide de-
mand outperforms against expectations.

Base Scenario: $1.40/sh 
Brownfield and greenfield exploration success 
and successful conversion of historical JORC 
non-compliant resources underpin Resources 
containing ~80kt Ni. 

Bear Scenario: $0.50/sh 
Nickel price declines in the short to medium-term 
and sentiment weakens. 

Company Summary
Lunnon Metals Ltd is a mineral resource explora-
tion company which owns a highly prospective 
nickel and gold project in Western Australia, situ-
ated in the heart of the Kambalda Nickel District. 
The Company’s primary aim is to become the 
owner of sufficient nickel mineral resources, via 
discovery and development, to be a key player in 
the resurgence of the nickel sector. 

Disclaimer
The projections and information above is based 
on the set assumptions outlined. Due care and 
attention has been used in the preparation of this 
information. However actual results may vary 
from forecasts and any variation may be materi-
ally positive or negative. Forecasts by their very 
nature, are subject to uncertainty and contingen-
cies, many of which are outside the control of 
Euroz Hartleys.

Lunnon Metals Ltd
(LM8 $0.91) Speculative Buy
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Copyright & Distribution

The material contained in this communication (and all attachments) is prepared for 
the exclusive use of clients of Euroz Hartleys Limited (ACN 104 195 057) only. 

Euroz Hartleys Limited is the holder of an Australian Financial Services Licence 
(AFSL 230052) and is a participant of the Australian 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) 9488 1400. 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.

Euroz Hartleys Limited declares that they may have separately or jointly acted as an 
underwriter, arranger, co-arranger or adviser in equity capital raisings, and will have 
received a fee for its services, from or any company mentioned within this report 
during the last 12 months.

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.

The author of this publication, Euroz Hartleys Limited, it’s directors and their 
associates from time to time may hold shares in the security/securities mentioned in 
this Research document and therefore may benefit from any increase in the price of 
those securities. 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.

Analyst Certification

We hereby certify that all of the views expressed in this report accurately reflect 
our personal views about the subject company or companies and its or their 
securities, and we are not in possession of, nor does this Research contain any inside 
information.

No part of our compensation was, is or will be directly or indirectly, related to the 
specific recommendations or views expressed by the authoring analyst in this 
research, nor has any attempt been made to influence this Research.
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