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Lunnon Metals Ltd 
(LM8 $1.13) Speculative Buy

Lunnon Metals Ltd  Year End 30 June
Share Price  1.13 A$/sh
Valuation  1.80 A$/sh
  
Issued Capital 
Ordinary Fully Paid  174 m
Options  6 m
Dil. FP Ordinary  179 m
  
Market Capitalisation  196 A$m
Enterprise Value  159 A$m
Cash   37 A$m
Debt   Nil A$m

Directors
Liam Twigger Non-Executive Chairman
Edmund Ainscough Managing Director
Deborah Lord Non-Executive Director
Ian Junk Non-Executive Director
Ashley McDonald Non-Executive Director

Substantial Shareholders
St Ives (Gold Fields Ltd)   34.0%

Share Price Chart

0

1,500

3,000

4,500

6,000

0.00

0.40

0.80

1.20

1.60

Jun-21 Sep-21 Dec-21 Mar-22

Vol ('000) (RHS) Share Price (A$/sh) (LHS)

Historical LME Nickel Price

0

5

10

15

20

25

30

LM
E N

ick
el 

(U
S$

/lb
)

Disclaimers

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.

Euroz Hartleys has received an allocation of 
shares and/or options as part of our fee for the 
provision of Corporate services. These holdings 
are maintained in our Nominee company, and 
may present a potential benefit to Euroz Hartleys 
when sold.

Analyst Date Price Target

Steven Clark 14th April 2022 $1.80/sh   from $1.40/sh

A$30m Raised, Kambalda Footprint Doubled

Event

Gross proceeds of A$30m raised in tandem with the acquisition of 
nickel rights to a further two historical Kambalda nickel mines from 
Gold Fields Ltd for all-scrip consideration of 21.5m new LM8 shares 
(A$20m). LM8 will secure rights to explore and mine nickel within an 
elevation constrained area containing the Silver Lake and Fisher nickel 
mines, which have cumulatively produced >160kt of nickel metal. The 
acquired nickel rights are directly analogous to LM8’s KNP, in that 
both historical mines and surrounding areas have been locked inside 
a gold-focused corporate since 2001 and have subsequently seen no 
meaningful nickel exploration programs since this time. 

The nickel thematic is running hot, with the LME nickel price stabilising 
at levels (currently US$14.9/lb) materially higher than which we would 
expect to incentivise and underpin a restart of operations at the Foster 
mine in isolation. A consequent 15% uplift in IGO.ASX’s all-cash takeover 
offer for WSA.ASX has provided further tailwinds for advanced nickel 
sulphide exposures, whilst aspirational peer MCR.ASX has rerated 
heavily (+39% CYTD, mkt cap: A$1.2bn) ahead of the JunQ’22 restart of 
BHP’s Kambalda Nickel Concentrator.

Impact

	y Net placement proceeds of A$28.5m will fund continued aggressive 
exploration across the expanded KNP, with A$12.5m guided for 
dewatering, portal excavation and decline re-entry at the Foster 
mine.  

	y The KNP is advantaged by a capital light operational restart 
leveraging latent Kambalda Nickel Concentrator capacity, and given 
this, a H2 CY23 restart of operations is tenable, in our view. 

	y Given the KNP mineral inventory (39kt @ 3.2% Ni) is yet to suffice 
in underpinning the assumption of a long-life operation, we have 
adopted a valuation methodology that reflects the near-term 
earnings potential of the KNP. 

	y Assuming annual throughput and payable nickel production of 
350ktpa/6.0ktpa from FY24, in addition to an MCR Restart DFS-
aligned AISC profile of A$280/t, we forecast FY24e EBITDA of 
A$70m on our FY24 nickel price forecast of US$8.5/lb (FY24e 
EBITDA at spot: A$180m).  

	y Noting MCR.ASX currently trades on an FY24e EV/EBITDA multiple 
of 5.6x on our estimates, we derive a valuation of A$284m ($1.41/sh 
post transaction completion) on application of a target EV/EBITDA 
multiple of 4.0x to FY24e EBITDA (spot valuation A$714m/$3.56/sh).

Action

We maintain our Speculative Buy rating and increase our Price Target 
to $1.80/sh (prev. $1.40/sh).
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Key Catalysts
	y Results from follow-up drilling at the Baker and Warren Shoot 

prospects 
	y Maiden MRE release for the Baker deposit
	y Periodic historical resource conversion to JORC 2012 status
	y Feasibility studies on the restart of operations leveraging MCR’s CY22 

restart of the Kambalda Nickel Concentrator
	y Nickel price and refined inventory movements

Analysis

Silver Lake & Fisher Nickel Rights Acquisition

Independently of the A$30m placement, LM8 will acquire nickel rights 
from Gold Fields Ltd for the historical Silver Lake and Fisher mines, 
being the last two historical WMC nickel mines to be acquired by a 
nickel-focused company. LM8 will issue an additional 21.5m fully paid 
ordinary shares (A$20m) to Gold Fields as consideration for the nickel 
rights, which will increase Gold Fields’ shareholding to more than a third 
of total LM8 shares on issue. The elevation constrained rights are on 
tenements located to the immediate north side of Lake Lefroy and are 
directly contiguous to tenements or nickel rights held by MCR.ASX at 
its Long Operations and Coronet asset, as well as the Beta Hunt nickel 
mine (KRR.TSX).

 

Source: Company Reports 

Lunnon Metals Ltd 
(LM8 $1.13) Speculative Buy
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Lunnon Metals Ltd 
(LM8 $1.13) Speculative Buy

The Silver Lake mine produced 123kt of nickel metal at a grade of 2.7% 
prior to its closure by 1986, whilst the Fisher mine produced 38kt of 
nickel metal at a grade of 2.3% ahead of closing in 1988. Although 
remnant nickel resources across both mines are currently undisclosed 
in accordance with JORC 2012 guidelines, a historical drill core review 
program will be undertaken to facilitate conversion of historical 
resources to JORC 2012 status. 

Similarly to the Foster and Jan mines listed by LM8 in Jun’21, both 
the Silver Lake and Fisher mines (and surrounding targets) have seen 
no meaningful exploration (or modern nickel exploration techniques) 
having been locked inside a gold-focused corporate since 2001. We see 
significant upside potential should LM8 replicate the success seen to 
date at the KNP (i.e. Baker), whereby testing of gaps in historical WMC 
drill coverage has yielded significant results. The company has flagged a 
number of immediate opportunities in light of the underexplored nature 
of the newly acquired nickel rights, headlined by potential extensions 
along strike of McLeay-Moran, down dip extensions of Silver Lake/
Fisher and up plunge testing of Beta Hunt.  

A$30m Placement

LM8 has raised gross proceeds of A$30m via the placement of 32.3m 
ordinary shares at an issue price of $0.93/sh, representing a 4.3% 
discount to the 10-day VWAP and 210% premium to the Jun’21 listing 
price of $0.30/sh. Funds raised under the unconditional placement will 
facilitate an expanded exploration program, in addition to the fast-
tracking of dewatering, portal excavation and decline re-entry at the 
Foster mine.

Allocation of funds by mine/prospect A$m

Foster Mine 12.5

Silver Lake & Fisher 10.0

Baker 5.0

Balance of IPO programmes 4.4

Warren 2.5

Total 34.4

Existing cash less acquisition fees 5.9

Net placement proceeds 28.5

Total 34.4

Source: Company Reports

Our revised valuation currently assumes transaction settlement, and 
accordingly the issue of an additional 21.5m new fully paid ordinary 
shares to Gold Fields. Transaction completion is subject to FIRB 
approval and the consent of BHP as holder of certain rights (nickel 
offtake) on the relevant tenements. 

In the event that the transaction does not complete, we note funds 
guided for exploration expenditure at the Silver Lake and Fisher mines 
will be diverted to the completion of the dewatering and rehabilitation 
of Foster and Warren workings to shaft bottom, in addition to the 
commencement of re-equipment of mine works (subject to funding 
availability). 
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Lunnon Metals Ltd 
(LM8 $1.13) Speculative Buy

Valuation

Our revised Price Target reflects the below risk-weighted composite:

Price Target Methodology Weighting A$m A$/sh

Target EV/Resource multiple A$3,000/t x 83kt rsc 17% 249 1.24

4.0x FY24e earnings (EHe Nickel Price US$8.5/lb) 50% 284 1.41

4.0x FY24e earnings (Spot Nickel) 25% 714 3.55

Cash (post-transaction completion) 8% 30 0.15

Price Target 365 1.80

In our view, LM8 warrants a premium valuation relative to its peers 
on account of resource grade, proximity to the Kambalda Nickel 
Concentrator, significant existing development and expanded 
exploration upside via a doubled Kambalda footprint. Noting MCR.ASX 
currently trades on an EV/Resource multiple of ~A$5,700/t, we have 
applied an updated EV/Resource multiple of A$3,000/t to an assumed 
expanded KNP base containing 83kt of nickel metal. 

Our FY24E EBITDA forecast rests on the following assumptions:

EHe Nickel Price US$/lb 8.5

AUD/USD x 0.74

Throughput kt 350

Head grade % Ni 2.7

Recovery % 90

Payability % 70

Payable Ni kt 6.0

Operating Costs A$/t 230

Capital Costs A$/t 50

Appendix 1

Price Mkt Cap Net Cash EV Resource Reserve FY22E Prod EV/Rsc EV/Rsv EV/Prod

A$/sh A$m A$m A$m kt kt kt A$/t A$/t A$'000/t

Nickel Mines Ltd NIC 1.25 3,400 47 3,353 2,175 0 51 1,542 n/a 65

Mincor Resources NL MCR 2.49 1,236 110 1,126 196 71 4 5,742 15,825 296

Western Areas Ltd WSA 3.84 1,235 147 1,088 922 249 16 1,181 4,366 66

Panoramic Resources Ltd PAN 0.36 728 -11 740 240 117 5 3,084 6,308 159

Centaurus Metals Ltd CTM 1.50 633 8 625 608 0 0 1,027 n/a n/a

Poseidon Nickel Ltd POS 0.09 270 22 248 447 38 0 554 6,567 n/a

Legend Mining Ltd LEG 0.08 234 29 206 0 0 0 n/a n/a n/a

Lunnon Metals Ltd LM8 0.93 161 34 127 39 0 0 3,560 n/a n/a

Widgie Nickel Ltd WIN 0.48 125 22 103 163 0 0 631 n/a n/a

Azure Minerals Ltd AZS 0.36 112 19 93 35 0 0 2,641 n/a n/a

Duketon Mining Ltd DKM 0.48 59 23 35 118 0 0 299 n/a n/a

Auroch Minerals Ltd AOU 0.13 47 9 38 21 0 0 1,800 n/a n/a

Cannon Resources Ltd CNR 0.38 29 6 23 87 0 0 265 n/a n/a

Average 1,860 8,266 147
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Our Share Price Sensitivity 
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Our Market Sensitivity 
Price Target: $1.80/sh 
Valuation: $1.80/sh

Bull Scenario: $3.00/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: $1.80/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.

Key Variables

A$/sh EV/Resource (A$/t)

1,000 1,500 2,500 3,500 4,500 5,500 6,500

K
N

P 
R

es
o

ur
ce

s 
(C

o
nt

ai
ne

d 
N

i, 
kt

) 60 0.30 0.45 0.60 0.75 0.90 1.05 1.20

65 0.32 0.49 0.65 0.81 0.97 1.13 1.30

70 0.35 0.52 0.70 0.87 1.05 1.22 1.40

75 0.37 0.56 0.75 0.93 1.12 1.31 1.49

80 0.40 0.60 0.80 1.00 1.20 1.40 1.59

85 0.42 0.64 0.85 1.06 1.27 1.48 1.69

90 0.45 0.67 0.90 1.12 1.35 1.57 1.79

 -

 100,000

 200,000

 300,000

 400,000

 500,000

 -

 10,000

 20,000

 30,000

 40,000

 50,000

 60,000

LME Nickel Inventories (t) (RHS) ShFE Nickel Inventories (t) (RHS) LME Nickel Price (US$/t) (LHS)

Lunnon Metals Ltd 
(LM8 $1.13) Speculative Buy



Disclaimer

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.

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, 
Cboe and NSX.

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.

To view the Euroz Hartleys’ Quick Comment Disclaimers, please visit the below links:

https://www.eurozhartleys.com/wp-content/uploads/April-Industrial-Disclaimers.pdf

https://www.eurozhartleys.com/wp-content/uploads/April-Resources-Disclaimers.pdf

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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