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LITHIUM ANALYSIS
The price for lithium carbonate has increased over 400% in the past 12 months as EVs 
gain a stronger foothold. Well funded lithium projects are in the box seat as demand 
rises and production is highly technical.

TESLA VERSUS GM & VW
It is no accident that that the EV automotive giant Tesla has 
signed agreements with ASX listed Liontown Resources 
(LTR) and Core Lithium (CXO) to secure lithium supply from 
Australia. These are both hard rock spodumene projects, 
which is a low risk relatively safe bet to guarantee product. 

This contrasts with GM and VW which have both signed deals 
with emerging producers experimenting with novel extraction 
techniques, whose projects carry more technical risk, with 
potential for delays or production shortfalls.

We’ll see who wins this strategic bet, but there is no doubting 
the strength in lithium prices, which is gathering momentum 
as the take-up of EVs gathers pace. 

LITHIUM PRICE ACTION LEADS TO EXPLOSIVE 2021
From mid 2018 to the start of 2021 lithium’s price slumped 
due to China’s reduction in subsidies to its battery 
manufacturers; lithium projects were cut back en masse.

These cutbacks set the stage for a price explosion in 2021. 
In the past 12 months Lithium Carbonate (LCE) has climbed 
402%, while Lithium Hydroxide has risen 297%.

We have covered Orocobre for some time, now renamed 
Allkem (AKE) which operates the Olaroz lithium brine project 
in Argentina. The lithium producer LCE prices for the current 
six months to 31 June 2022 of US$25,000 a tonne (Free On 
Board), an increase of 125% over the prior six months to 31 
December and up 25% from previous guidance. 

 BATTERY POWERED LITHIUM MARKET
Global lithium shortfall increasing over the next decade

Global lithium market balance (battery grade), 2021-31, million tonnes Lithium Carbonate Eqivalent)
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Spodumene concentrate, which comes from hard rock 
lithium mining, increased by 478% over the same period. 
This is being reflected in the price AKE expects to achieve of 
US$2,500 per tonne Cost Insurance & Freight at its Mt Cattlin 
mine in WA for 6% lithium oxide (Li2O) for the three months 
to 31 March. AKE expects continued price momentum.

Moreover, the shortage of mined lithium supply is expected 
to triple by 2023, which augers well for continued strong 
lithium prices (see chart).

The rise and rise of EV is evidenced by exponential increases 
in global sales, bigger ranges and rising space on the shop 
floor, particularly in the US. Fourth quarter 2021 Tesla EV 
global sales were 308,600, up 71%; sales for Xpeng were 
41,750, up 222%, LiAuto 35,221, up 144%, and NIO Inc 
25,034, up 44.3%.

Legacy automakers are catching up and surpassing in 
production numbers. Ford, GM, Mercedes and BMW are 

launching EV models, while Ford targets global production of 
600,000 in 2023. 

There are also new EV startups appearing every week, such 
as Arrival, Canoo, Lucid and Rivian.

A catalyst for EV growth is becoming cost competitive with 
petrol. Estimates are for EVs becoming 20-40% cheaper by 
2030.

CONCLUSION: RISING DEMAND AND TIGHT 
SUPPLY TO CONTINUE
A big factor in favour of existing lithium producers is the 
high barriers to entry. While the strong lithium prices is 
driving exploration, the sector is highly technical and 
achieving battery grade product is expensive. We forecast 
the lithium market to be tighter for longer. Underlining this 
point, in recent weeks mine permits for the Rio Tinto (RIO) 
undeveloped Jadar project in Serbia were revoked causing 
the mining giant to abandon work. n 

LITHIUM ON A TEAR
One-year battery grade lithium carbonate price per tonne traded in China.

SOURCE: Trading Economics 

*6.32 Chinese Yuan to US$1
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LIONTOWN RESOURCES: 
ROARING AHEAD
The West Australian lithium project is on track to being low cost 
and world class, with superioor economics to Pilbara Mineral’s 
famous Pilgangoora project. Liontown has signed two 5 year 
contracts with Tesla and South Korea’s LG to secure half its 
initial production. The project is set to commencing production 
in mid-2024. The lithium price is going up, hence the project 
economics are getting better and better and this stock is looking 
cheaper and cheaper.

GLOBALLY SIGNIFICANT LITHIUM RESOURCE
Kathleen Valley is a high grade JORC code lithium resource with a measured, 
indicated and inferred mineral resource estimate of 156mt at 1.4% lithium oxide 
(Li2O) with tantalum by-product. This is extremely high grade, exceeding Pilbara 
Mineral’s well known Pilgangoora resource, which is at larger scale. You don’t 
have to mine as much rock at Kathleen Valley to get the same amount of lithium, 
which improves the economics.

In addition, Liontown has a second lithium project at Buldania, south of Kalgoorlie, 
which is small but has potential and diversifies its portfolio.

OFFTAKE AGREEMENTS WITH TESLA AND LG
Foundation agreements with Telsa and LG underpin LTR’s Kathlene Project, which 
has contracted over half its expected production for the first five years of operation.

In early January 2022, LTR signed a 5 year spodumene concentrate agreement 
with South Korean based LG Energy Solution, with 100k tonnes (dry) in year 1, and 
150k tonnes thereafter.

In mid-February 2022, a similar contract was signed with Tesla, with an initial 5 year 
term of 100k tonnes in the first year and 150k tonnes in subsequent years, linked to 
the LHM price. It is conditional on LTR commencing commercial production by 2025. 

KATHLEEN VALLEY DEVELOPMENT
The Definitive Feasibility Study for the Kathleen Valley Project has been completed 
and engineering studies are underway. A final investment decision is expected in 
coming weeks with early works and design scheduled for next year and completion 
of construction in mid-2024. Commissioning and production are expected in the 
weeks following.

At start up, production will be 500k tonnes per year of spodumene concentrate at 
6% LIO2, which will be ramped up to 700k tonnes in 2029.

Pre-production capital expenditure for the project is $473m, but working capital 
and corporate costs are also required. This year the company raised $462.9m in 
equity at $1.65. LTR is well advanced on funding discussions with banks for the 
remaining $121m. The company believes forecast cash flows will be sufficient to 
fund the capital requirement for the future expansion in 2029.

POTENTIAL FOR DOWNSTREAM PROCESSING
Additional growth potential exists via plans to develop a refinery to produce 
battery grade lithium hydroxide monohydate, with construction slated for 2027 and 
production from 2029.

Funding would come from existing cash flows and production of 86k tonnes a year 
would make it one of the largest refineries outside China. 

BULL POINTS
 ¨ Large production scale

 ¨ Low operating costs 

 ¨ Long life operation

 ¨ Lithium price is going up

BEAR POINTS
 ¨ Contracts void if project delayed

 ¨ Pre-production project risk

WHY WE LIKE IT
Developing the globally significant 

Kathleen Valley hard rock lithium project 

400km north of Kalgoorlie, WA. Projected 

to be low cost with a long-mine life of 23 

years. Planning is very advanced and the 

project is 80% funded. First production 

set for mid-2024 and taking advantage 

of a strengthening lithium price due to 

increasing demand for batteries from 

EV. Because of big offtake agreements 

to supply lithium to multiple, namely 

Tesla and South Korea’s LG, LTR is not 

dependent on any one customer.

RADAR RATING SPEC BUY

ASX CODE LTR

CURRENT PRICE $1.535

MARKET CAP $3.4BN

DIVIDEND YIELD 0%*

NET CASH $171.0M

 *FY22 forecast 0 cents
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LOW EMISSIONS STRATEGIES DESIGNED IN
Automotive Original Equipment Manufacturers need low carbon batteries for EVs. 
Lithium supplied to battery factories has to satisfy emissions targets, which are 
classified into Scopes 1, 2 and 3. 

Scope 1 emissions are direct emissions from company owned and controlled 
resources. Scope 2 emissions are indirect emissions such as from the generation 
of purchased energy. Scope 3 emissions are indirect emissions, such as 
emissions from downstream users.

Kathleen Valley is designed to be state of the art with initial 60% renewable power. 
By 2029, the goal is to have over 75% renewable power, an upgraded mine fleet 
with electric trucks and 50% biofuel powered road transport. The fact that a 
significant proportion of ore feed will originate from underground mining provides 
a significant benefit in terms of reducing the environmental impacts normally 
associated with open pit mining. 

KEY RISKS: DEMAND, SUBSTITUTES, GEOPOLITICAL
Forecasts of supply for lithium based on current and probable sources point to a 
structural deficit looming as early as 2022 and by 2025 at the latest. Estimates point 
to demand of 900kt LCE by 2025, 2mt by 2030, 3.5mt in 2035 and over 5mt in 2040. 

Expected future supply tightness could lead to lithium substitutes or a delay to EV 
roll outs. New technologies are always a threat. Geopolitical risks have increased.

INVESTMENT PROPOSITION
Potential for a re-rating of the company as milestones relating to the company’s 
Kathleen Valley project are achieved. With the approach of production and cash 
flow, valuation growth is expected. Exploration has the potential to increase the 
mine life at Kathleen Valley or discover additional projects for development. n

WHAT’S NEW
2022 has been a big year. In the past 

two months it has signed contracts 

with LG and then Tesla to supply 

lithium spodumene concentrate from 

LTR’s Kathleen Valley Project. These 

are sizeable contracts. LTR’s initial 

production will be 400k tonnes a year 

and each contract will be 100k each. 

LTR has now contracted over half its 

expected production for the first five 

years of operation.

Following the completion of the $463m 

equity capital raising at $1.65 in mid-

February, LTR secured 80% of funding 

for Kathleen Valley.

Our confidence in the project increased 

in January with the order of a critical 

component of the project, the SAG mill, 

used to crush & grind the rock.

FOUNDATION AGREEMENTS WITH TELSA AND LG UNDERPIN 
LTR’S KATHLENE PROJECT, WHICH HAS CONTRACTED OVER HALF 
ITS EXPECTED PRODUCTION FOR THE FIRST FIVE YEARS OF 
OPERATION.

IN EARLY JANUARY 2022, LTR SIGNED A 5 YEAR SPODUMENE 
CONCENTRATE AGREEMENT WITH SOUTH KOREAN BASED LG 
ENERGY SOLUTION, WITH 100K TONNES (DRY) IN YEAR 1, AND 150K 
TONNES THEREAFTER.

IN MID-FEBRUARY 2022, A SIMILAR CONTRACT WAS SIGNED WITH 
TESLA, WITH AN INITIAL 5 YEAR TERM OF 100K TONNES IN THE 
FIRST YEAR AND 150K TONNES IN SUBSEQUENT YEARS, LINKED 
TO THE LHM PRICE. IT IS CONDITIONAL ON LTR COMMENCING 
COMMERCIAL PRODUCTION BY 2025. 




