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NEMASKA LITHIUM INC. 

//Lithium 

 
 
UPDATE NOTE 
Recognition from a Lithium Major + Technology = Winning Hand 

 

 

 NMX announced a long-term supply agreement with FMC 

Corporation (FMC:NYSE) 

 

 Nemaska will provide 8,000 tonnes per year of lithium carbonate 

to FMC, commencing in mid-2018 

 

 Roughly half of NMX future (Phase 2) production now committed 

 

 FMC interested in lithium units in carbonate form, for its 

downstream lithium chemicals ops, including battery grade 

lithium hydroxide and organic lithium compounds. 

 

 NMX still targeting start of commercial production in 2018 

 

 Next major de-risking event is anticipated in Spring of ’17, as NMX 

begins shipping commercial samples out of its Phase 1 plant, while 

utilizing a synthetic feedstock provided by its partner, Johnson 

Matthey Battery Materials 

 

 Stormcrow likes the orderly and sequential de-risking path 

undertaken by  NMX management 

 

 Stormcrow believes that the market is currently viewing NMX as a 

standalone mining/processing project, while not properly valuing 

the long-term potential of NMX’s proprietary technology 

 

 Our reevaluated price target is $2.00, and our recommendation 

on the company remains Positive. 
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Recognition from a Lithium Major + Technology = Winning Hand 
 

On Monday morning, Nemaska Lithium announced a long-term supply agreement with FMC 
Corporation (FMC:NYSE).  The agreement stipulates that Nemaska will provide 8,000 tonnes 
per year of lithium carbonate to FMC, commencing in mid-2018.  Given that Nemaska’s plans 
are to construct a facility producing 28,000 tonnes per year LCE (lithium carbonate equivalent) 
as a combination of lithium hydroxide and lithium carbonate, this is a large and welcome off-
take agreement.  To date, between Johnson Matthey Battery Materials and FMC, Nemaska 
has allocated roughly half of the output of its initial plant. 

FMC Lithium, a subsidiary of FMC Corporation, operates its Fenix lithium mine on Salar del 
Hombre Muerto in Argentina.  As such, an investor would be forgiven for wondering why FMC 
needs to contract with Nemaska to provide additional lithium chemicals.  Rather than 
immediately building additional lithium extraction capacity in Argentina, FMC Lithium will 
diversify its supply of lithium units and concentrate efforts on the downstream production of 
value-added lithium chemicals, including battery-grade lithium hydroxide and organic lithium 
compounds, and will buy lithium carbonate from other reliable suppliers.  These downstream 
chemicals provide a very significant margin to FMC, as well as providing a tremendous 
opportunity to Nemaska as a future lithium producer that has obviously passed due diligence 
by FMC. 

It is arguable that production by mid-2018 could be considered a difficult target to achieve.  
We all know that some new lithium operations, including Orocobre (ORE:ASX, ORL:TSX) 
amongst others, failed to reach their nameplate capacity over a two-year time frame, which 
is what is facing Nemaska now.  However, all of the groups that failed to swiftly complete their 
production ramps did not approach the task in as ordered and methodical a fashion as 
Nemaska.  We believe that Nemaska’s approach, using the construction and production ramp 
of a small plant to teach their team what is required to replicate and ramp the equipment to 
achieve large-scale output, is a sound one. 

More importantly, especially for Nemaska’s stock price, is that there is substantial additional 
value in Nemaska’s technology, itself.  While our current target price was established by 
evaluating Nemaska as a single deposit producing commercial output, or on the same basis as 
any other run-of-the-mill junior mining company, we wish for investors to understand that the 
real value in the company may be the company’s proprietary lithium hydroxide production 
technology, which could be rolled out across a wide swath of the lithium industry, including in 
the chemical plants operated by Nemaska investor and majority owner of the Greenbushes 
Mine in Australia, Sichuan Tianqi Lithium Industries (002466:Shenzhen), part of the Chengdu 
Tianqi Group (Private).  If our suppositions regarding the cost savings that Nemaska’s process 
can bring to the production of lithium hydroxide from hard rock are correct, then there is a 
great deal of value in the use of Nemaska’s technology outside of Quebec.  However, we will 
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save the discussion of this inherent value for another time, once the technology has 
successfully demonstrated it can scale to commercial levels of output. 

Obviously, having a buyer with the lithium industry knowledge of FMC Corporation agree to 
commit to buying 8,000 tonnes per year of lithium carbonate from Nemaska is a strong 
endorsement of the company.  We did not require such an endorsement to convince us that 
Nemaska’s approach was valuable.  But investors should be aware that once Nemaska’s 
process is demonstrated to successfully scale, the value of its technology in lowering the cost 
of production of lithium hydroxide from spodumene will become apparent, and will likely be 
deployed elsewhere in the world, to the financial benefit of Nemaska. 

We had previously placed our target price for Nemaska under review, pending completion 
of the last financing effort.  Since then, the company has substantively obtained financing 
for its Phase I plant, and has concluded off-take agreements for roughly 50% of initial lithium 
production, not that we expected them to have significant difficulty in finding a home for 
product at this stage of the market.    Our model assumes production commencing in 2018, 
with a production ramp that sees Nemaska achieving nameplate capacity during calendar 
2020.  We use our base case lithium forecast, which sees price for hydroxide ranging 
between $7,500 and $9,500 per tonne between now and 2025 (no, our model does not 
assume long-term prices of $10,000 and above).  Costs of production are as outlined in the 
latest Nemaska 43-101.  We apply a discount rate of 12%, which we believe fairly takes into 
account remaining financing and technology risks, both of which are decreasing with time 
(and, in the case of technology risk, will plummet with the successful operation of the Phase 
I plant).  Our reevaluated price target is $2.00, and our recommendation on the company 
remains Positive. 
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Important Disclosures 
 

1. Stormcrow Capital Ltd. (“Stormcrow”) is an Exempt Market Dealer registered with the Ontario Securities Commission.  

Stormcrow has both issuer and investor clients.  Stormcrow is also a  financial and technical/scientific consultant that provides 

certain of its clients with some or all of the following services: (i) an assessment of the client’s industry, business plans and 

operations, market positioning, economic situation and prospects; (ii) certain technical and scientific commentary, analysis 

and advice that is within the expertise of Stormcrow’s staff; (iii) advice regarding optimization strategies for the client’s 

business and capital structure; (iv) due diligence investigation services; and (v) opinions regarding the future expected value 

of the client’s or a offeror/offeree’s equity securities so as to allow the client to then make capital market, capital budgeting 

and capital structure plans.  With the consent of Stormcrow’s issuer client, the client and/or its industry sector may be the 

subject of an investment or financial research report, newsletter, bulletin or other publication by Stormcrow where such 

publication is made publicly available at www.stormcrow.ca or elsewhere or is otherwise distributed by Stormcrow.  Any such 

publication is limited to generic, non-tailored advice or opinions and should not be construed as investment advice that is 

suitable for the reader or recipient.  Stormcrow does not offer personalized or tailored investment advice to anyone (other 

than its current investor clients) and Stormcrow’s research reports should not be relied upon by anyone in making any 

investment decisions.  Rather, investors should speak in person with their personal financial advisor(s) to obtain suitable 

investment advice.   

2. The company that is the subject of this report is currently a client of Stormcrow. 

3. Stormcrow and/or some of Stormcrow’s officers, directors, or significant shareholders do not own, directly or indirectly, 

shares in the company that is the subject of this report.  As at the date of this report, Stormcrow and its officers, directors, 

and significant shareholders beneficially hold an aggregate of less than 1% of the outstanding equity shares of the company 

that is the subject of this report.  The research analyst(s) and/or associates who prepared this report (or their household 

members) do not currently beneficially hold an equity position in the company that is the subject of this report.   

4. Although it is a policy of Stormcrow that Stormcrow and its employees are to refrain from trading in a manner that is contrary 

to, or inconsistent with, Stormcrow’s most recent published investment recommendations or ratings, Stormcrow does permit 

itself and its employees to sell shares in circumstances where working capital and cash flow requirements require the sale of 

securities that would otherwise continue to be held.  Any shares currently held by Stormcrow and/or some of Stormcrow’s 

Industry Lithium, Batteries,  Critical Materials, Mining, Industrial Minerals, Borosilicate 

Relevant 

Companies 

 

 

Lithium Americas – TSX:LAC 

Orocobre Limited – TSX:ORL, ASX:ORE 

Tesla Motors – NSDQ:TSLA 

Sichuan Tianqi Lithium – SHE:002466 

Western Lithium – TSX:WLC 

Jiangxi Gangfeng Lithium: SHE:00 2460 

Nemaska Lithium Inc. – TSXV:NMX 

Critical Elements Corp. -- TSXV:CRE 

Neometals Ltd. – ASX:NMT 

Bacanora Minerals – TSXV:BCN 

Galaxy Resources – ASX:GXY 

Sociedad Quimica y Minera de Chile (SQM) – 
NYSE:SQM 

Albemarle Corporation --- NYSE:ALB 

FMC Corp – NYSE:FMC 

Houston Lake Mining – TSXV:HLM 

Altura Mining – TSXV:AJM 

Cobre Montana – ASX:CXB 

Why do we use 
keywords? 

We feel people who could stand to benefit from the contents of this report, are not solely ones who 
already follow the specific company or sector discussed herein.  As such, we hope to provide this free 
service to as wide an audience as possible—and keywords help to this end. 
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officers, directors, or significant shareholders in the company that is the subject of this report are held for investment 

purposes and may be sold (or additional shares acquired) in the future depending upon market conditions or other relevant 

factors. 

5. Stormcrow has, within the previous 12 months, provided paid investment banking or consultant services or has acted as an 

underwriter to the company that is the subject of this report.  

6. Stormcrow expects that it may provide, within the next 12 months, paid investment banking or consulting services, or that 

Stormcrow may act as an underwriter to the company that is the subject of this report. 

7. Stormcrow intends to provide regular market updates on the affairs of the company that is the subject of this report (at 

Stormcrow’s discretion) and make these updates publicly available at www.stormcrow.ca.  Readers who wish to receive 

notice when such updates become available, should email to info@stormcrow.ca with the subject heading “Get Update 

Notifications”. 

8. All information used in the publication of this report has been compiled from publicly available sources that Stormcrow 

believes to be reliable.  Stormcrow does not guarantee the accuracy or completeness of the information found in this report 

and Stormcrow may not have undertaken any independent investigation to confirm or verify such information.  Opinions 

contained in this report represent the true opinion of Stormcrow and the author(s) at the time of publication. 

9. The securities described in this research report may not be eligible for sale in all jurisdictions or to certain categories of 

investors.  This report and the content herein should not be construed by anyone as a solicitation to effect, or attempt to 

effect, any transaction in a security.  This document was prepared and was made available for information purposes only and 

should not be construed as an offer or solicitation for investment in any securities mentioned herein.  The securities referred 

to herein should be considered speculative in nature and should be considered to involve a high amount of financial risk 

where investors may lose all of their investment. 

10. Forward-looking information or statements in this report contain information that is based on assumptions, forecasts of 

future results, estimates of amounts not yet determinable, and therefore involve known and unknown risks, uncertainties 

and other factors which may cause the actual results, performance or achievements of their subject matter to be materially 

different from current expectations.  No representation is being made that any investment or security will or is likely to 

achieve the return or performance estimated herein.  There can be sharp differences between expected performance results 

and the actual results. 

Dissemination of Research 

This report is intended solely for the use of persons in jurisdictions where Stormcrow is registered or where the dissemination 
of this report does not require registration.  Stormcrow is not registered as a securities broker-dealer (or an equivalent 
thereof) in the United States, United Kingdom or any other jurisdiction other than noted above.  Stormcrow is not subject to 
U.S. or U.K. rules with regard to the preparation of research reports and the independence of analysts.  This report does not 
constitute an offer to sell or a solicitation to buy any of the securities discussed herein. 

Investment Rating Criteria 

We do not provide an investment rating, beyond indicating whether the target price exceeds current trading ranges by a 
reasonable range, indicated as “Positive”, or whether the target price is either below or roughly equivalent to the current 
trading range, indicated as “Negative”.  Each investor generally has an individual target return in mind, we leave it to the 
individual investor and his/her/its financial advisor to determine how our target and the current price and investment risks 
would fit within their portfolio. 


