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Initial Baker MRE Adds 15.8kt Ni at 2.8% Ni
Event
Maiden resource defined for the Baker Shoot of 568kt at 2.8% Ni for
15.8kt Ni (1.0% Ni cut-off) less than 9 months subsequent to the initial
intersection of high-tenor nickel sulphides between broad spaced
(~100m) historical WMC Resources drill coverage. The Baker Shoot
remains open down plunge and across strike to the north-east, with an
11,000m drill program currently underway to test extensions and infill
the current resource. Global JORC 2012 compliant resources at the KNP
stand at 2.2mt at 2.9% Ni for 64.3kt Ni on incorporation of the Baker
MRE, +65% on a contained metal basis since LM8’s Jun’21 listing.
Firming up as a capital-light source of feed to supplement the restart
of the Foster nickel mine. The Baker deposit is shallow (mineralised
shoots commence at ~85m below surface) and located 350m from the
historical 35-65m deep West Idough gold open pit, which is guided as a
suitable decline access point for future development. Noting permitting
activities have commenced for portal access, we anticipate the Baker
Shoot to be developed and mined in tandem with (or potentially ahead
of) the restart of the Foster mine.

Impact
y The Baker Shoot is hosted within the broader East Cooee area, for
which a conceptual exploration target of 500-750kt at 1.25-2.50% Ni
was defined prior to LM8’s listing and subsequent discovery at Baker.
y Our last published valuation conservatively reflected the mid-point of
this estimate; consequently, we have upwardly revised our estimates
to reflect material growth in global JORC 2012 compliant resources
across the enlarged KNP to 100kt of contained nickel metal.
y Meaningful near-term resource growth will be underpinned by
i) additions at the Warren Shoot and ii) conversion of historical
inventories at Foster/Jan containing ~12kt/16kt of nickel metal to
JORC 2012 status.

Action
We maintain our Speculative Buy rating and Price Target of $1.80/sh.

Key Catalysts
y Results from follow-up drilling at the Baker and Warren Shoot
prospects
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
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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 LM8 during the last year. Euroz Hartleys has received a fee for these services.
This analyst declares that he has a beneficial interest in
LM8.
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.

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.
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Analysis
The shallow and high-grade resource delineated at the Baker
Shoot provides validation of the thesis that gaps in historical
drilling undertaken by WMC (1970-80s) present opportunity to add
meaningfully to existing mineral inventories. The initial Baker Shoot
MRE is the first nickel discovery reported into mineral resource in the
immediate Kambalda nickel camp subsequent to IGO.ASX’s 2008
maiden resource release for the Moran deposit.
The Baker Shoot MRE comprises 36 RC and 3 DD holes drilled
subsequent to LM8’s Jun’21 listing, in addition to a further 10 diamond
holes drilled by WMC Resources in the 1970-80s. The shoot has a
plunge extent of 480m, across plunge extent of ~200m and vertical
extent of ~225m from 42m to 267m below ground level.
Nickel mineralisation is part of an extensive perched hanging wall position
historically drilled by WMC Resources on a broad spacing and now infilled to close spacing by LM8. Mineralised blocks within ~25m of sampling
have been classified as Indicated, with the remaining resource classified
as Inferred with a general drill hole spacing of 40m x 40m. Elevated PGE
grades bode well for potentially higher payabilities on extraction.

Source: Company Reports

The Baker MRE remains open along strike to the north-east and downplunge to the south-east. An 11,000m drill program (8,000m RC / 3,000
DD) has commenced with the view to testing extensions and infilling the
current resource, with assay results expected over the coming months.

Source: Company Reports

Initial metallurgical and geotechnical studies remain ongoing, along with
permitting activities pertaining to dewatering of the Foster mine and the
use of existing infrastructure.
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.
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Valuation
Our Price Target reflects the below risk-weighted composite, diluted to
reflect the post-GFI transaction capital structure:
Price Target Methodology

Weighting

A$m

A$/sh

Target EV/Resource multiple A$3,000/t x 100kt resource

17%

300

1.49

4.0x FY24e EBITDA (EHe Nickel Price US$9.00/lb)

40%

319

1.59

4.0x FY24e EBITDA (Spot Nickel)

35%

496

2.47

Cash (post-transaction completion)

8%

Price Target (Rounded)

30

0.15

354

1.80

Source: Euroz Hartleys estimates

Subsequent to our last published valuation, our FY24e EBITDA estimate
has been revised to reflect the upward revision of our FY24e nickel
price to US$9.00/lb (prev. US$8.50/lb).
Core assumptions underpinning our FY24e EBITDA forecast on
assumption of a 12-month restart of operations at the KNP leveraging
the Kambalda nickel concentrator are as follows:
EHe Nickel Price

US$/lb

9.00

AUD/USD

x

0.74

Throughput

kt

350

Head grade

% Ni

2.70

Recovery

%

90

Payability

%

70

Payable Ni

kt

6.0

Operating costs

A$/t

230

Sustaining capital costs

A$/t

50

Source: Euroz Hartleys estimates

In our view, LM8 continues to warrant 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 by way of a recently doubled Kambalda footprint.
Speculative Buy maintained with conviction.

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.

RESOURCES

Lunnon Metals Ltd
(LM8 $0.70) Speculative Buy
Key Variables

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 material
growth in resources beyond our expectations.
Nickel prices exceed EH forecasts and
battery-driven Ni Sulphide demand 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 ~100kt 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 exploration company which owns a highly prospective
nickel and gold project in Western Australia, situated 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 materially positive or negative. Forecasts by their very
nature, are subject to uncertainty and contingencies, many of which are outside the control of
Euroz Hartleys.

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.

Disclaimer
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.
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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/May-Resources-Disclaimers.pdf
https://www.eurozhartleys.com/wp-content/uploads/May-Industrials-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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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.

