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NEMASKA EXPLORATION INC. 

 

TSX-V: NMX 
 

Price (Sept. 21 Intra-Day):  $0.395 

52-Week Range:  $0.68-$0.34 

Shares Outstanding:  74.05 million  

Market Cap:  $29.25 million  

Recommendation:  Speculative Buy (No Change) 

12-Month Target Price:  $0.65 (Lowered) 

         Average Trading Volume:   50-Day:     75,400 

                     200-Day: 114,400 

 

PROFILE: Exploration and development company with two lithium properties in northern 

Quebec. (The Company recently spun out its non-lithium assets into Monarques Resources 

Inc., which now trades separately under the symbol MQR on the TSX Venture Exchange.) 
 

 
  Source: www.bigcharts.com  

 

(1) NOTICE OF PROJECT FILED FOR WHABOUCHI; 

(2) UPDATE ON WORK-IN-PROGRESS 
 

(1) Notice of Project 
Nemaska Exploration Inc. has filed with the Environmental Assessment Committee of Northern Quebec 

(COMEV) a notice of project (the Whabouchi lithium project) concerning the Company’s intention to 

operate a mine producing 1,000,000 tonnes per year, with initial mining reserves of 20,000,000 tonnes, 

expected mine life of 20 years, and production of 202,000 tonnes per year of spodumene concentrate. 
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(2) Update 

 
Environmental Study 
The Company has awarded a mandate to a Rouyn-Noranda firm to manage the environmental aspects of 

the Whabouchi project and to obtain the necessary permits. An environmental study is expected to be 

completed this month. 

 

Definitive Feasibility Study 
Nemaska has also appointed a Montreal firm to conduct a definitive feasibility study (DFS) for 

Whabouchi. The firm, BBA Inc., was involved in the preliminary economic study on the project (March 

2011). Technical work for the DFS will be conducted in the coming months, and is scheduled to be 

completed in Q4. 

 

Appointment of Vice-President Development, Whabouchi Project 
Pierre Demers, P. Eng., has been appointed Vice-President Development, Whabouchi Project. Mr. 

Demers will oversee the consultants and contractors involved in the project and the feasibility study. He 

is a mining engineer with over 40 years’ experience in diversified mineral processing and heavy industry 

projects, and has served as project manager for several major mining projects in Canada and abroad. 

 

Metallurgical Tests 
(a) Spodumene Concentrate 

Metallurgical testing on a 58-tonne bulk sample is on schedule, and is being conducted in two pilot-

plant phases. This testing will provide metallurgical data that will be input into the DFS for the 

production of saleable spodumene concentrate. 

 
(b) Lithium Carbonate and Hydroxide 

Nemaska is also conducting additional metallurgical tests, expected to be completed in October 2011, 

to establish the definitive production process for making lithium carbonate and lithium hydroxide 

monohydrate from spodumene concentrate. A further feasibility study is planned for the construction 

of a lithium carbonate and hydroxide production plant in the Province of Quebec. 

 

COMMENT: Whabouchi Progress. Nemaska initially planned to complete the DFS in the fall of 2011; 

however, it now seems most likely that the DFS will be finished towards the end of the year. We do not 
consider this delay to be material. The project’s NPV should be higher in the DFS than the $130 million 

(pre-tax, 8%) in the PEA which was published in March 2011. This would be due to the higher resource 
estimate obtained in June 2011 as compared to the one used in the PEA - an increase of 157% in the M+I 

resource to 25.1 Mt (see the table below). 
 

Resource Categories Tonnes (i) Li2O Grade BeO Grade

(%) (ppm)

Measured 11,291,000 1.58 408

Indicated 13,787,000 1.51 372

Measured and Indicated 25,078,000 1.54 389

Inferred 4,401,000 1.51 378

Total 29,479,000  
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VALUATION 
 

In light of the recent spin-off of Nemaska’s non-lithium assets into Monarques Resources Inc, we have 

revised our 12-month Target Price for Nemaska shares. For the valuation, we have used two methods, 

MC/Resource and Per Attributable Resource, to value Nemaska’s lithium projects. To the average of 

these two methods’ results, we add the market value of Nemaska’s 47.4% holding in Monarques 

Resources (at a 35% discount).  
 

Nemaska’s intrinsic value according to the Per Attributable Resource method has dropped from $0.66 per 

share in our June 7, 2011 valuation to $0.24 (see below). The reduction, which is due to the spin-off, was 

softened by the increase of the price of Li2O in-the ground from US$0.012/lb (8% of the Li2O market 

price) to US$0.022/lb (15% of the Li2O market price) which we consider fair as Nemaska is now on 

course to obtain the DFS for Whabouchi and has submitted a Notice of Project to start producing. 
 

Matrix of Values Per Attributable Resource 
Per Attributable Li2O Resource (in-the-ground)

Price of Li2O, US$/lb (in-the-ground) $0.018 $0.019 $0.021 $0.022 $0.024 $0.025

Market Cap (C$ @C$1.00=US$1.00)

   Using 298 lb M Resource $5,262,361 $5,700,891 $6,139,421 $6,577,951 $7,016,481 $7,455,011

   Using 597 lb M Resource $10,524,721 $11,401,781 $12,278,841 $13,155,901 $14,032,961 $14,910,021

   Using 895 lb M Resource $15,787,082 $17,102,672 $18,418,262 $19,733,852 $21,049,442 $22,365,032

   Using 1,194 lb M Resource $21,049,442 $22,803,562 $24,557,682 $26,311,803 $28,065,923 $29,820,043

   Using 1,492 lb M Resource $26,311,803 $28,504,453 $30,697,103 $32,889,753 $35,082,403 $37,275,054

Value Per Share (83.9 M shares)

   Using 298 lb M Resource $0.06 $0.07 $0.07 $0.08 $0.08 $0.09

   Using 597 lb M Resource $0.13 $0.14 $0.15 $0.16 $0.17 $0.18

   Using 895 lb M Resource $0.19 $0.20 $0.22 $0.24 $0.25 $0.27

   Using 1,194 lb M Resource $0.25 $0.27 $0.29 $0.31 $0.33 $0.36

   Using 1,492 lb M Resource $0.31 $0.34 $0.37 $0.39 $0.42 $0.44

Source: eResearch  
 

Our estimate of Nemaska’s intrinsic value, according to the MC/Resource method, dropped from $1.98 

per share in our June 7, 2011 report to $0.88 (see below). For the target MC/Resource level, we still use 

only peers Canada Lithium and Critical Elements multiples. However, to take account of Nemaska’s 

improved prospects, we now apply a 60% weight to the Critical Elements’ multiple and 40% to Canada 

Lithium’s as compared to 90%/10% previously. The weighted average is 0.0497x, which yields 

Nemaska’s value of $0.88 per share (see Scenarios, next page). 
 

Market Capitalization - Resources

(Stock Price: 50-day average as of Sept 21, 2011)

Stock

Company Price

Nemaska $0.40 83.93 $33.9 0.0227x

Galaxy Resources $0.70 235.9         $166.0 0.1523x

Canada Lithium Corp. $0.59 252.5         $149.2 0.1151x

Critical Elements Corporation $0.21 109.7         $22.7 0.0061x

Peer Average (excluding Galaxy) 0.0606x

Source: Company and eResearch

Shares 

O/S (M)

Market Cap 

(M)

MC/R 

Ratio
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Scenarios for MC/R Ratio

MC/R Ratio (x) Potential MC (M) Price/Share

0.0227 $33.9 $0.40

0.0497 $74.1 $0.88

0.0912 $136.0 $1.62
Source: eResearch

 
 

The average of the two valuation methods’ results is $0.56 per share. To this average, we add a 35%-

discounted market value of Nemaska’s share in Monarques, which comes to $0.068 per Nemaska share. 

The sum is $0.63, which we round up to $0.65, and is our revised Target Price for Nemaska. The 

previous Target Price, which included Monarques as a subsidiary, as set out in our June 7, 2011 report, 

was $1.05. 

 

THE COMPANY 
 

Nemaska Exploration Inc. is a junior exploration company with two lithium properties in northern 

Quebec:  
 

● Whabouchi (lithium, beryllium); and  

● Sirmac (lithium). 

 

The Company is concentrating on the Whabouchi project. The most recent resource estimate for 

Whabouchi confirmed a total of 25,078,000 tonnes of spodumene grading 1.54% Li2O (lithium 

oxide). 
 

Nemaska has spun off its three non-lithium properties - Lac Levac, Lac des Montagnes, and Lac 

Arques - into a newly-created subsidiary, Monarques Resources Inc. (TSX-V: MQR), which is 

47.4%-owned by the Company. 
 

For more on Nemaska Exploration Inc., see eResearch’s Initiating Report (May 10, 2011), Video  on the 

Company (May 13, 2011), and subsequent Perspectives and Information Reports, available at the 

following link: 

http://www.eresearch.ca/profile.asp?companyID=644 

 

RECOMMENDATION 
 

We continue to rate Nemaska a Speculative Buy, with a new 12-month Target Price of $0.65. The shares 

are suitable only for risk-tolerant investors.  
 

 

 

 

eResearch Analysts: 
Yuri Belinsky, MBA 

Bob Weir, B.Sc., B. Comm, CFA 
 

Analyst Affirmation: I, Yuri Belinsky, and I, Bob Weir, hereby state that, at the time of issuance of this 

research report, I do not own, directly or indirectly, any shares of Nemaska Exploration Inc. 

http://www.eresearch.ca/profile.asp?companyID=644
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RATINGS HISTORY 
 

 
NOTE: The lowered Target Price reflects the spin-off of Monarques Resources Inc. 

 

eResearch Corporation 

 

eResearch Corporation 

eResearch was established in 2000 as Canada's first equity issuer-sponsored research organization. Our 

various research packages allow corporate management to choose the form of research coverage that best 

meets their company’s needs. 

 

We are a primary source for professional investment research, focused primarily on small- and mid-cap 

companies. Our research and analysis is of institutional quality, and has the potential to reach millions of 

global investors through our extensive electronic distribution network. 

 

 

NOTE: eResearch reports on Nemaska Exploration Inc. and other companies are available FREE on our 

website at www.eresearch.ca. You must REGISTER to access these reports. 

 

 

eResearch Disclaimer:  eResearch accepts fees from the companies it researches (the “Covered 

Companies”), and from financial institutions or other third parties. The purpose of this policy is to 

defray the cost of researching small and medium capitalization stocks which otherwise receive little or 

no research coverage.  

 

To have eResearch conduct research on the Company on an Annual Continual Basis, Nemaska 

Exploration Inc. paid eResearch a fee of $20,000 + HST. 

 

To ensure complete independence and editorial control over its research, eResearch follows certain 

business practices and compliance procedures. (1) Fees from Covered Companies are due and payable 

prior to the commencement of research. (2) Reports issued subsequent to the Initiating Report are not 

reviewed in advance by Company management. 

 

In keeping with the policies of eResearch concerning its strict independence, all of the opinions 

expressed in this report, including any determination of a 12-month Target Price or selection of a 

Recommendation (Buy-Hold-Sell) for the Company’s shares, are strictly those of eResearch, and are 

free from any influence or interference from any person or persons at the Company. 

http://www.eresearch.ca/

