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UPFRONT 
 

Over the past 12 months, compared to other mining sectors, lithium stocks have 

performed relatively well, including that for Nemaska, as shown in the price 

chart above. But its chart does not reflect the significant progress the Company 

has made. Its Whabouchi project has received an updated resource estimate and 

became the biggest spodumene project globally by Li2O contained in Measured 

resources. Nemaska has also invented new technologies to produce lithium 

chemicals, which should save future operating and capital costs.  

 

All this has brought Nemaska to the verge of obtaining pre-production studies 

which, in turn, should trigger project development. Successful studies could 

result in Nemaska reaching off-take agreements with global lithium battery and 

cathode makers. 

 

The leading Asian lithium compounds maker Tianqi has indicated its 

willingness to partly finance the development of Nemaska’s mine, concentrator, 

and lithium chemical plant. Nemaska has also identified other likely sources of 

development funding. We expect that production will be launched in 2014. 
 

RECOMMENDATION 
 

We are maintaining our Speculative Buy rating for Nemaska Lithium Inc. 

(“Nemaska” or the “Company”) and are raising our Target Price from $0.65 to 

$0.80 per share to reflect its progress, as highlighted in this report. The shares 

are suitable only for risk-tolerant investors. 
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COMPANY PROFILE  

 

Nemaska Lithium Inc. is a junior exploration company with two properties in northern Québec:  
 

● Whabouchi (lithium, beryllium); and 

● Sirmac (lithium). 
 

The flagship Whabouchi property has a NI 43-101 resource estimate that was updated in 2011: 25.1 million 

tonnes in Measured+Indicated (M+I) resources at 1.54% Li2O (lithium oxide) and 389 ppm BeO (beryllium 

oxide); and 4.4 million tonnes in Inferred resources at 1.51% Li2O and 378 ppm BeO.  

 

Whabouchi also has a NI 43-101 compliant Preliminary Economic Assessment (PEA) that was completed in early 

2011. (“Whabouchi” is Cree for White Mountain.) 
 

INVESTMENT CONSIDERATIONS 
 

A. Strengths 
 

 Current lithium product prices are strong, since demand for electric vehicles is exceeding earlier expectations. 

This maintains interest on the part of lithium market players in new lithium projects like Nemaska’s 

Whabouchi. The Chinese lithium compounds producer Tianqi has already invested $7.4 million in Nemaska, 

and could invest up to $25 million in the Whabouchi project at the development stage; 
  

 We expect that Nemaska will sign off-take agreements with Asian lithium battery and cathode makers after it 

obtains successful economic studies; 
  

 According to the 2011 NI 43-101 compliant resource estimate, Whabouchi is the largest spodumene deposit 

globally by Li2O contained in Measured resources, and the third largest by Li2O contained in M+I resources; 
  

 Whabouchi should obtain a Preliminary Feasibility Study (PFS) shortly, probably in September 2012. The 

PFS should be based on the mine, spodumene concentrator, and chemical plant producing lithium carbonate 

and hydroxide. A Definitive Feasibility Study (DFS) for the project should follow in Q4/2012. The success of 

the pre-production studies should allow Nemaska to start development in 2013, with a production start 

expected in 2014; 
 

 Nemaska has invented new lithium carbonate and hydroxide production technologies. These technologies 

exclude the use of soda chemicals, which should make the final products more pure and save operating and 

capital costs. As a result, Nemaska’s OpEx could be 15% lower than for other makers of lithium chemicals. 
 

B. Challenges 
 

 Although current lithium products prices are strong, fluctuations in prices related to possible fluctuations in 

demand for electric vehicles may lower the pace of development of new lithium projects such as Whabouchi; 
 

 The current strength of lithium prices has stimulated efforts to develop numerous lithium projects which, in 

the medium- to long-run, could lead to increased supply, which would create downward pressure on lithium 

prices; 
 

 The development of Nemaska’s mine, concentrator and chemical plant will require a sizeable investment in 

2013-2014. We estimate the total initial investment for the project at up to $250 million. Nemaska should be 

able to get a guarantee, from Investissement Québec, for the 50% debt portion of the financing required to 

develop the production facilities. The equity part of the funding should come from Tianqi, as well as 
specialized Quebec mining funds, which are Nemaska’s current shareholders, and the Société du Plan Nord. 

However, if financial markets are weak at that time, it may delay the project. 
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STRATEGIC PARTNER 
 

Tianqi Group is Stepping up its Presence  
 

Chengdu Tianqi Industry Group Co. (Tianqi) became an owner of 10% of Nemaska in March 2011. In December 

2011 - January 2012, Tianqi invested a further $4.7 million in Nemaska and increased its ownership to 19.9%. 

According to Nemaska’s management, Tianqi intends to maintain its 20% share during the financing for 

construction of the lithium mine, concentrator, and chemical plant.  

 

COMMENT: Given our estimate of the total capex to build the mine, concentrator and chemical plant at up to 

$250 million, Tianqi will have to invest up to $25 million (20% of the 50% equity share of the funding) in 
Nemaska at that stage. We estimate Tianqi’s ability to invest this kind of amount as high because the group has 

the largest share of lithium compounds sold to Asian battery manufacturers and a $700 million market 
capitalization.  

 

Given Nemaska’s focus on production of lithium compounds, Tianqi considers Nemaska mainly as its partner on 

the North American and other non-Asian markets. Within this partnership strategy, in the future, Tianqi may 

increase its stake in Nemaska beyond 20%. Tianqi may also use Nemaska as a source of spodumene concentrate 
as Tianqi currently buys 100% of its processed spodumene from Australia’s Talison Lithium. To mitigate 

geographic risk and, given concerns about Talison’s near monopoly on the imported spodumene market, Tianqi 

considers producing its own spodumene in China and/or buying it from Nemaska.  

 

Off-Take Agreement(s) Expected in 2012  
 

COMMENT: Owing to the availability of the final products, which Nemaska plans to market, it is now easier for 
the Company to get off-take agreements. Nemaska has already sent lithium hydroxide samples to several global 

lithium battery and cathode makers. We expect that off-take agreement(s) will be signed in 2012-2013. 

 

PROGRESS AT WHABOUCHI  
 

New Favourable Resource Estimate 
 

In June 2011, Nemaska published an updated NI 43-101 mineral resource estimate for its Whabouchi project (see 

Table 1 below). The new estimate reclassified most of the previously Inferred resource to the Measured and 

Indicated categories. In particular, the Measured category grew by a whopping 499%, while M+I grew by 157%. 

At the same time, the Inferred resource dropped by 71%. The total M+I+I resource grew 17%, to 29.479 million 

tonnes, as compared to the previous estimate. Li2O contained in the M+I+I resource grew 13% to 997 Mlb, as the 

Li2O grade dropped from 1.57%-1.63% to 1.51%-1.54%.  

 

Table 1: Whabouchi 2011 Mineral Resource Estimate 

 

Resource Categories Tonnes (i) Li2O Grade, % BeO Grade (ppm)

Measured 11,291,000 1.58 408

Indicated 13,787,000 1.51 372

M+I 25,078,000 1.54 389

Inferred 4,401,000 1.51 378

Total 29,479,000  
Source: Company 

 

COMMENT: According to our estimates, Whabouchi is now the largest spodumene deposit globally by Li2O 
contained in Measured resources. It is also the third largest by Li2O contained in M+I resources after Talison 

Lithium’s Greenbushes (Australia) and Canada Lithium’s Québec Lithium.  
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Table 2: Comparable Mineral Lithium Projects 

 

Company Project Measured Indicated Inferred Total % Li2O

Nemaska Whabouchi 11.29 13.79 4.40 29.5    1.51%-1.54% 392                997                

Talison Greenbushes 0.2 70.2 2.0 72.4    2.20%-2.60% 17                 4,129             

Canada Lithium Quebec Lithium 6.91 26.33 13.76 47.0    1.18%-1.21% 179                1,650             

Critical Elements Corporation Pivert-Rose n/a 26.50 10.70 37.2    1.14%-1.30% n/a 1,029             

Galaxy Resources James Bay n/a 11.75 10.47 22.2    1.20%-1.30% n/a 611                

Galaxy Resources Mt Cattlin 3.19 10.61 4.38 18.2    1.06%-1.17% 82                 434                

Reed Resources Mt Marion n/a n/a n/a 14.9    1.30% n/a 443                

tonnes million Total Li2O 

contained, lb M

Li2O contained 

in M Resource, 

 
Source: Company, eResearch estimates 

 

New Technology to Obtain Lithium Hydroxide 
 

Since our Initiating Report (May 2011), Nemaska has achieved significant progress in the development of 

metallurgy for its future operations. In early 2012, SGS Lakefield labs produced spodumene concentrate from 

Nemaska’s 58-tonne spodumene bulk sample through a combination of dense media separation (DMS) plus 

flotation pilot plant and an all-flotation option. As a result of the study, the DMS-flotation combination yielding a 

6.3% Li2O concentrate with more than 80% recovery was identified as the best flow-sheet process. The locked-

cycle flotation tests yielded 6.5% Li2O concentrates with 85%-89% recovery.  

 

COMMENT: Although Nemaska obtained spodumene concentrate at a 7.25% Li2O grade in September 2010, 
even a lower grade concentrate should still be good for production of the Company’s other planned end products, 

lithium hydroxide and lithium carbonate, or to be sold as a finished product to glass and battery producers. The 
process to obtain concentrate as a final product, which is now being finalized, will be included in the Definitive 

Feasibility Study on the production of spodumene concentrate to be issued this year.  

 
The obtained concentrate (around three tonnes) was used to test the production of battery-grade lithium hydroxide 

and carbonate. The hydrometallurgical pilot plant program achieved a breakthrough and produced high purity 

lithium hydroxide directly from lithium sulphate, unlike in the standard flow-sheet with an intermediary step of 

lithium carbonate production. According to Nemaska, this process requires no reagent chemicals, caustic soda in 

particular. The process also eliminates the evaporation, handling, and disposal of sodium sulphate, included in the 

traditional process, which should save associated operating and capital costs. The tests were successful in 

producing battery-grade lithium carbonate directly from the high purity lithium hydroxide, without the need for 

expensive sodium carbonate (soda ash). In June 2012, the Company filed two U.S. provisional patent applications 

concerning its processes to produce lithium hydroxide and carbonate. 

 

COMMENT: We expect that the streamlining of the production flow-sheets for lithium hydroxide and carbonate, 
and the elimination of caustic soda and soda ash from the processes, will reduce Nemaska’s operating expenses 
(OpEx) as compared to other lithium hydroxide and carbonate producers’ OpEx by around 15%.  

 

Apart from direct savings, substitution of the process based on reagent chemicals with electrolysis will give 
Nemaska an ability to forecast and control its OpEx: we expect that the Company will be able to enter into a fixed 

long-term contract with Hydro-Québec for electricity that is the second cheapest in North America (see the chart 

below). On the contrary, soda products’ prices keep changing. In particular, the leading global soda ash maker, 

FMC Corp., raised soda ash prices twice in 2011, by up to 15% in total and again by up to 4% in July 2012. 

Another benefit from the new technology is increased purity of the finished products since much of the impurities 
in lithium chemicals come from soda ash.  

 

These advantages on the background of the expanding market for lithium hydroxide for lithium batteries, plus the 
limited supply of the product should improve Nemaska’s future market position and profit margins. Lithium 

chemicals are premium products: lithium hydroxide sells for around $7,300/t, and lithium carbonate sells for 

$5,300/t, versus around $400/t for 6% Li2O spodumene. 
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Chart 1: Electricity Prices in North America 

 

 
Source: Hydro-Québec 

 

Pre-Development Preparations 
 

Nemaska has decided that the lithium chemicals plant will be located closer to developed infrastructure and 

qualified talent pool as opposed to the spodumene concentrator which will be located at the mine site in Nemaska. 

The plant site is located in the port town of Valleyfield, Québec, near Montreal (see Map 1 below). The town’s 

Council has approved the sale of around 122,600 square meters of land for construction of the plant. The site is 

located in the Perron Industrial and Harbourfront Park, which is well serviced by infrastructure, including rail, 

operated by both CN and CSX, port facilities on the St-Lawrence Seaway, and natural gas. The site is also located 

near end users of lithium hydroxide and potential purchasers of by-products, such as aluminum silicate and 

gypsum, which should be obtained from Nemaska’s proprietary lithium hydroxide/carbonate process. 

 

Map 1: Location of the Future Lithium Chemicals Plant (see red A tag) 
 

 
Source: maps.google.ca 
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DEVELOPMENT PLANS 
 

Economic Studies 
 

COMMENT: In line with our earlier expectations, Nemaska will likely obtain pre-production studies for the 
Whabouchi project this year. A Preliminary Feasibility Study (PFS) and a Definitive Feasibility Study (DFS) both 

are already commissioned, and the Company is fully funded to obtain the studies (see the Financials section, page 
10). Success of the studies, the DFS in particular, will be crucial for Nemaska to get financing for the development 

of the mine, concentrator, and chemical plant. 

 

Both the PFS and DFS will include the mine, concentrator, and chemical plant. In the PFS, which should be 

finished in September 2012, BBA Inc. will be responsible for the mine and concentrator part, and Met-Chem 

Canada Inc. will be responsible for the chemical plant. The DFS should be ready towards the end of this year. 

 

Demonstration Plant 
 

To show investors and potential customers that its technology of the lithium chemicals production works, 

Nemaska plans to build a demonstration plant at the future chemical plant site. The Company expects that the 

plant will have a capacity of 500 tpy of lithium hydroxide monohydrate. 

 

COMMENT: We expect that the demonstration plant, with a $10 million capex budget, will be brought into 

operation in mid-2013. 

 

Negotiations Related to Plan Nord 
 

The Whabouchi project is located in the area covered by Plan Nord (see the yellow area on Map 2). Nemaska 

expects that it will benefit from the infrastructure projects to be developed under the Plan. 

 

COMMENT: At the moment, the negotiations with the Québec government about its participation in the project 
are at the initial stage. According to Nemaska, the Société du Plan Nord may take a direct position in the 

Whabouchi project, possibly up to 20%. We expect that the details of the government’s participation as well as the 

infrastructure projects in the Nemaska area within Plan Nord will be determined in 2013. 

 

Development and Financing 
 

Nemaska plans to launch production at the mine and concentrator at Whabouchi in early 2014. After that, in late 

2014 – early 2015, the chemical plant, where a second value-added transformation process will occur, should be 

put in operation. 

 

COMMENT: Based on the estimate of the initial investment for the mine and concentrator in the 2011 PEA for 
Whabouchi at $86 million, we estimate the initial investment for the mine, concentrator, and chemical plant will 

be $200 million - $250 million. Apart from the chemical plant (initial investment of up to $100 million), the 
additional funds will be spent on the transportation infrastructure, which will be used to ship spodumene 

concentrate from the mine site in Nemaska to Chibougamau, and transfer the concentrate to rail and ship it to the 

plant. This estimate compares to the initial capital cost estimate of $202 million for the comparable Québec 

Lithium project (Canada Lithium) which also involves a mine, concentrator, and chemical plant. 

 

Nemaska intends to fund the project by equity and debt financing in equal parts (up to $125 million each).  

 

COMMENT: We share the Company’s optimism about the project’s future fund-raising. At least a sizeable 
portion of the debt funding will likely be guaranteed by Québec’s public corporation, Investissement Québec 

which, in June 2012, granted a $60-million loan guarantee to Québec Lithium for development of its Québec 

Lithium project.  
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As stated earlier, up to 20% of the the equity funding should come from Tianqi. There may also be funding from 

future buyers of lithium products according to expected off-take agreements. The rest of the equity part (around 
$80 million) could be provided by the Société du Plan Nord (20% of the equity part or $25 million) and 

Nemaska’s current institutional shareholders, including specialized Quebec mining funds FTQ, Sidez and 

Sodemex.  

 

Map 2: Area Covered by Plan Nord and Nemaska’s Project 

 

 
Source: http://plannord.gouv.qc.ca, eResearch 

 

Nemaska 

http://plannord.gouv.qc.ca/
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VALUATION  
 

We base our Intrinsic Value / Target Price for Nemaska on two valuation methodologies: 

 

(1) Market Capitalization-Resource Valuation  
 

For the purpose of this valuation method, we use the MC/Resource multiple which indicates the relationship of a 

company’s market capitalization to its estimated tonnage of Li2O contained (underground). 
 

(a) Peers Selection 
 

We use the same peer companies as in our Initiating Report. All three peer companies are exploring for lithium 

based on hard-rock minerals, while Galaxy Resources also is producing spodumene concentrate at its Mt Cattlin 

mine.  

 

Table 3: Market Capitalization – Resources 

 

Stock  Li2O Contained 

Company Price   (M lb) 

Nemaska $0.37 100.7        $37.3 997 0.04x

Galaxy Resources $0.51 364.4        $185.9 1,045 0.18x

Canada Lithium Corp. $0.53 341.2        $180.8 1,650 0.11x

Critical Elements Corporation $0.11 110.8        $11.6 1,029 0.01x

Peer Average 1,339 0.10x

Shares O/S 

(M)

Market Cap 

(M)

MC/R 

Ratio

 
Source: Company and eResearch 

 

(b) Sensitivity Analysis 
 

As shown in Table 4 below, the current Canada Lithium’s MC/Resource multiple, 0.11x, yields an Intrinsic Value 

for Nemaska of $1.08 per share. We believe that currently, when Nemaska is close to obtaining pre-production 

studies and approaches the development stage, Canada Lithium’s MC/Resource multiple is a good benchmark for 

Nemaska. Galaxy Resources’ MC/Resource, 0.18x, shows the potential upside for the stock’s multiple when 

Nemaska enters the production stage. 

 

Table 4: Scenarios for MC/R Ratio 

 
MC/R Ratio (x) Potential MC (M)  Shares O/S (M) Price/Share

0.04 $37.3 100.73 $0.37

0.11 $109.2 100.73 $1.08

0.18 $177.3 100.73 $1.76
 

Source: eResearch 

 

(2) Per Attributable Resource Method 
 

In our matrix of the per attributable resource values below, we set out the following: 

 

(1) A range of values for the price of Li2O, in the ground, from US$0.037/lb (25% of the forecast price for 6% 

Li2O (see the Lithium Market Update, page 12) of US$0.15/lb or US$324/tonne) to US$0.051/lb (35% of the 

price); and 

(2) A size of deposit ranging from 298 Mlb (20% of Li2O equivalent in Nemaska’s Whabouchi project) to 1,492 

Mlb (100%). 
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To calculate the fair value of the property, we chose assumptions of the in-ground price of Li2O at US$0.044/lb 

(30% of the Li2O market price) and a 1,194 Mlb deposit (80% of Li2O equivalent in Nemaska’s two projects).  

 

Price-wise, this time we use a higher assumption (30% of the Li2O price vs. 8% in the Initiating Report) because 

the Whabouchi project is now at a more advanced stage. We use 80% of the total resource as the project’s NI 43-

101 compliant Measured and Indicated resources amount to 85% of the total M+I+I resources. Under these 

assumptions, the Intrinsic Value for the Company comes to $52.6 million, or $0.52 per share.  

 

Table 5: Matrix of Values Per Attributable Resource 

  

Per Attributable Li2O Resource (in-the-ground)

Price of Li2O, US$/lb (in-the-ground) $0.037 $0.040 $0.044 $0.048 $0.051

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

   Using 298 lb M Resource $10,963,251 $12,059,576 $13,155,901 $14,252,226 $15,348,551

   Using 597 lb M Resource $21,926,502 $24,119,152 $26,311,803 $28,504,453 $30,697,103

   Using 895 lb M Resource $32,889,753 $36,178,728 $39,467,704 $42,756,679 $46,045,654

   Using 1,194 lb M Resource $43,853,004 $48,238,305 $52,623,605 $57,008,906 $61,394,206

   Using 1,492 lb M Resource $54,816,255 $60,297,881 $65,779,506 $71,261,132 $76,742,757

   Using 298 lb M Resource $0.11 $0.12 $0.13 $0.14 $0.15

   Using 597 lb M Resource $0.22 $0.24 $0.26 $0.28 $0.30

   Using 895 lb M Resource $0.33 $0.36 $0.39 $0.42 $0.46

   Using 1,194 lb M Resource $0.44 $0.48 $0.52 $0.57 $0.61

   Using 1,492 lb M Resource $0.54 $0.60 $0.65 $0.71 $0.76

Source: eResearch  
 

 (3) Intrinsic Value Calculation 
 

From the two valuation methods used, we take the average of the results, to derive our overall Intrinsic Value of 

$0.80 per share. This Intrinsic Value / Target Price is up from our current $0.65, and implies a two times upside 

from the current market price.  

 

Our Intrinsic Value implies a MC/Resource multiple of 0.08x which is at a 27% discount to the current multiple 

for Canada Lithium. This shows the potential upside for Nemaska’s MC/Resource multiple when the Company 

obtains pre-production studies and enters the development stage. 
 

 

RATING AND RISKS  
 

We rate the stock a Speculative Buy. The Company’s risks stem from: 
  

 Commodity Markets: Nemaska’s production decision and future cash flows depend on the trends in spodumene 

and lithium chemicals prices which, in turn, depend largely on the market for electric vehicles;  
 

 Early Business Stage: Nemaska bears risks inherent for an early-stage mining exploration and development 

business; and  
 

 Financing Risk: The ability to raise capital to develop the mine, concentrator, and chemical plant is an important 

challenge. We estimate that the total initial capital cost at up to $250 million.  
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FINANCIAL REVIEW AND OUTLOOK 
 

Fiscal Year End: June 30 
 

Revenues: Nemaska is an early-stage exploration company; it will not generate operating revenues until about 

mid-2014. 
 

Burn Rate: The Company’s average monthly burn rate, which includes general administrative expenses grew 

from around $14,000 in FY2010 to around $40,000 in FY2011. It dropped to $36,000 for the nine months ending 

March 31, 2012. 
 

Cash and Financing:  Nemaska’s cash balance increased from around $3 million as of June 2011 to almost $5.2 

million as of March 2012. This cash should allow the Company to cover its administrative expenses and obtain 

both expected economic studies in 2012. Within the next 12 months, provided Nemaska’s stock price gains 

traction, the Company may be able to raise almost $11 million from warrants/options exercise (see italicized 

entries in the table below). These funds should be enough to finance the development of the pilot chemical plant. 

We also expect that Nemaska will raise up to $250 million in debt and equity for project development in 2013-

2014. 

 
Table 6:  Warrants and Options Outstanding as at March 31, 2012 

 

Warrants

Exercise Expiry Potential

Number Price Date Comment Equity

17,487,553 $0.53 November 2012 Out-of-the-Money $9,268,403

520,000 $0.58 January 2013 Out-of-the-Money $301,600

250,000 $0.60 August 2013 Out-of-the-Money $150,000

18,257,553 $9,720,003

18,007,553 $9,570,003

Options

Exercise Expiry Potential

Number Price Date Comment Equity

297,825 $0.46 4.2 years Out-of-the-Money $137,000

2,103,060 $0.51 3.7 years Out-of-the-Money $1,072,561

261,250 $0.45 3.0 years Out-of-the-Money $117,563

1,436,875 $0.14 2.5 years In-the-Money $201,163

229,500 $0.41 1.6 years Out-of-the-Money $94,095

600,000 $0.50 1.3 years Out-of-the-Money $300,000

211,717 $0.38 November 2012 Out-of-the-Money $80,452

978,287 $0.48 November 2012 Out-of-the-Money $469,578

917,625 $0.40 June 2013 Out-of-the-Money $367,050

120,313 $0.40 June 2013 Out-of-the-Money $48,125

7,156,452 $2,887,586

3,057,442 $1,359,300

Current Price: $0.37

Source: Company and eResearch  
 
Selected Financial Statements: Abridged financial statements are set out on the following page, and include the 

Statement of Income (Loss), the Statement of Cash Flow, and the Balance Sheet. 

 

COMMENT: As shown on the table overleaf, the book value per share, at March 31, 2012, is $0.52. Thus, at its 

current price of $0.37, the stock represents real value as it is selling at a 29% discount to its book value. 
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Table 7: Selected Financial Information 

9 months

2010 2011 Mar. 2012**

Statement of Income/(Loss):

Revenue -                            -                            -                   

General administrative expense (173,680) (479,028) (328,032)

Interest and oth. revenues(exp.) 4,206 124,253 (262)

Investment and professional fees (164,590) (743,838) (419,749)

Representation and promotion (119,432) (532,846) (276,508)

Registration, listing and shareholders services (174,805) (328,361) (199,623)

Amortization (2,286) (6,221) (14,672)

Stock-based compensation (274,809) (1,381,648) (169,698)

Write-off of mining property and expenses -                            (390,171) -                   

Debenture interests (36,383) (72,110) -                   

Other -                            37,284 (575,166)

Future income tax 62,235 3,120,015 -                   

Net income/(Loss) (879,544) (652,671) (1,983,710)$     

Total Shares Outstanding (SO) 48,839,706 74,054,674 43,168,208

Earnings (Loss) Per Share (0.03)$                       (0.01)$                       ($0.05)

Statement of Cash Flow:

Net income (Loss) (879,544) (652,671) (1,983,710)

All non-cash Items 251,243 (1,387,149) 796,103

Cash flow from operations (628,301) (2,039,820) (1,187,607)

Property capital expenditures (6,311,990) (5,982,367) (5,121,131)

Other investing items 150,953 (133,696) (73,783)

Free cash flow (6,789,338) (8,155,883) (6,382,521)

Working capital changes 65,939 (205,682) 506,226

Cash flow before financing (6,723,399) (8,361,565) (5,876,295)

Equity financing 7,251,300 10,962,593 8,001,513

Debt financing (250,000) (925,000) -                   

Change in cash 277,901 1,676,028 2,125,218

Cash, Beginning of the Period -                            277,901 3,065,329

Cash, End of the Period 277,901 1,953,929 5,190,547

Jun. 30 Jun. 30 Mar. 31

2010 2011 2012

Balance Sheet:

Cash 277,901 1,953,929 5,190,547

Other Current Assets 843,083 774,474 1,195,711

Cash reserved for exploration 1,725,774 1,111,400 -                   

Deferred Exploration Expenses 4,134,311 6,928,843 -                   

Mineral Properties 4,542,288 1,120,500 13,069,999

Investment and Other Assets 120,743 6,039,306 5,617,757

Total Assets 11,644,100 17,928,452 25,074,014

Current Liabilities 1,733,489 688,976 1,435,963

Total Liabilities 2,533,761 688,976 2,675,650

Shareholders' Equity 9,110,339 17,239,476 22,398,364

Total Liabilities & Equity 11,644,100 17,928,452 25,074,014

Book Value (S.E.) Per Share $0.19 $0.23 $0.52

* GAAP, ** IFRS

Source: Company reports and eResearch

Fiscal Year Ending June 30*
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LITHIUM MARKET UPDATE 
 

Oligopoly to Support Development of New Projects 
 

The global lithium market is 94% dominated by five producers (see the chart below). Talison Lithium, which is 

Tianqi’s sole spodumene supplier, is responsible for 32% of the global supply.  

 

COMMENT: With many forecasts in favour of higher demand for lithium until 2020, this oligopoly will likely 
support development of such new projects as Quebec Lithium (Canada Lithium) and Whabouchi. We believe that 

lithium chemicals end-users, such as Tianqi, have strong motivation to participate in the development of new 
projects, as these projects potentially present sources of supply comparable to what the market leaders are 

currently offering. For instance, the Quebec Lithium project should produce more than 20,000 tpy of lithium 
carbonate compared to around 50,000 tpy for Talison’s Greenbushes in 2011. We estimate Whabouchi’s future 

production capacity at 15,000 tpy - 20,000 tpy of lithium carbonate equivalent. 

 

Chart 2: Global Lithium Supply in 2011 

 
Source : Talison Lithium 

 

Lithium Prices Remain Strong 
 

According to Talison, it secured a 15% price increase for H2/FY2012 across its entire product range (see the chart 

below). To take advantage of the strength in prices, Talison Lithium is currently in the process of doubling its 

capacity to 100,000 tpy of lithium carbonate equivalent.  
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Other top lithium producers have also been raising their prices. In July 2011, FMC raised its prices by 15%-20%. 

SQM’s lithium prices increased more than 16% year-over-year in Q1/2012. Although TRU Group Consulting 

down-played this increase because Q1/2011 lithium prices were depressed, SQM anticipates healthy growth for 

the lithium market in 2012 as a whole, including sales volumes and prices, with battery demand potentially 

increasing by over 20%.  

 

In June 2011, Chemetall increased its prices by 20%. Rockwood Lithium (formerly Chemetall) increased its prices 

of lithium carbonate and lithium hydroxide by up to $1,000 per metric tonne (in the area of 20% - eResearch), 

effective July 1, 2012. These price increases should help Rockwood Lithium fund its numerous investment 

projects to expand its production facilities. 

 

COMMENT: The current strength of lithium prices reflects the strength of demand for electric vehicles (EVs) 
and electronic devices like iPads. Although EVs remain expensive and their short- to mid-term prospects are 

unknown, the demand for them in 2011-2012 has apparently exceeded earlier forecasts. This is fuelling efforts by 

big players, such as Talison Lithium and Rockwood Lithium, to develop their lithium assets, on top of new 
independent projects being developed. This new supply coming in 2012-2015 reinforces our conservative price 

forecast which we use in our valuation of Nemaska: for the price of 6% Li2O spodumene, we use $324/tonne. That 

is around 80% of the current price, which we estimate at $400/tonne. 

 

Chart 3: Talison’s Average Sales Price 

 

 
Source : Talison Lithium, excludes sales of crushed ore 

 

 
 

 

http://lithiuminvestingnews.com/2238/top-lithium-producers/
http://www.sqm.com/aspx/en/Default.aspx
http://www.sqm.com/aspx/en/Default.aspx
http://www.rockwoodlithium.com/
http://www.rockwoodlithium.com/
http://www.rockwoodlithium.com/
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STOCK CHART 
 
As the following chart shows, Nemaska’s stock price, for most of the past 52 weeks, has traded in a narrow band, 

or rectangle, between $0.42 and $0.33. 

 

Typically, this type of chart pattern results in a significant move, a break-out, either up or down. And, the longer 

the time period that the rectangle exists, the stronger the break-out move when it occurs.  

 

For Nemaska, if its forth-coming PFS and DFS are both positive, we would look for a substantial break-out on the 

upside. 

 

 
 

CORPORATE INFORMATION 
 

Nemaska Lithium Inc. 

450, Gare du Palais Street 

P.O Box 10 

Québec (Québec) G1K 3X2 

Canada 
 

Tel.: 418 704-6038 

Fax: 418 948-9106 
 

Guy Bourassa 

President, CEO and Director 

bourassag@nemaskalithium.com 
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ANALYST CERTIFICATION 
 

The Research Analysts who were involved in the preparation of this Research Report hereby certify that: 

(1) the views and opinions expressed herein accurately reflect the Research Analysts’ personal views concerning 

any and all securities and issuers that are either discussed or are the subject matter of this Research Report; 

and 

(2) The compensation received for the preparation of this report was not related, in any way, to the Research 

Analysts’ views and opinions expressed herein. 

 

eResearch Analysts on this Report:  
 

Yuri Belinsky, B.A., M.A: Yuri Belinsky has extensive experience in equity research, with emphasis on mining 

and oil & gas companies. He had a successful track record in the capital markets in Ukraine, progressing from an 

analyst to the head of research for a team of 12 analysts. He also has experience as a portfolio manager. Mr. 

Belinsky has a B.A. in Economics and two MA degrees, in Public Administration and in Social Research and 

Evaluation. 

 

Bob Weir, B.Sc., B. Comm., CFA: Bob Weir has 45 years of investment research and analytical experience in 

both the equity and fixed-income sectors, and in the commercial real estate industry. He joined eResearch in 2004 

and has been its President, CEO, and Director of Research since May 2005. Prior to joining eResearch, Mr. Weir 

was at Dominion Bond Rating Service (DBRS), latterly as Executive Vice-President responsible for supervising 

the firm’s 34 analysts and conducting the day-to-day management affairs of the company.  

 
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, shares of Nemaska Lithium Inc. 

 

eRESEARCH ANALYST GROUP 
 

Director of Research: Bob Weir, CFA 

 

Financial Services 
Robin Cornwell 

 

Life Sciences 
Scott Davidson 

Christopher Neuman 

 

Manufacturing and 

Industrial Products 

Energy 
Yuri Belinsky 

Eugene Bukoveczky 

 

Special Situations 

Bill Campbell 

Victor Sula 

 

 

Mining & Metals 
Yuri Belinsky 

Eugene Bukoveczky 

 

Mining Advisors 
George Cargill 

Graham Wilson 

 

Bill Campbell 

 

 

eResearch Disclaimer: In keeping with the policies of eResearch concerning its strict independence, all of the 
opinions expressed in this report, including the selection of the 12-month Target Price and the 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. In the preparation of a research report, it is the policy 
of eResearch to send a draft copy of the report, without divulging the Target Price or Recommendation or any 

reference to either in the text of the report, to the Company and to any third party that paid for the report to be 
written. Comments from Company management are restricted to correcting factual errors, and ensuring that 

there are no misrepresentations or confidential, non-public information contained in the report. eResearch, in its 

sole discretion, judges whether to include in its final report any of the suggestions made on its draft report. 
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eResearch Recommendation System 
 

Strong Buy:  Expected total return within the next 12 months is at least 40%. 

Buy:  Expected total return within the next 12 months is between 10% and 40%. 

Speculative Buy:  Expected total return within the next 12 months is substantial, but Risk is High (see below). 

Hold: Expected total return within the next 12 months is between 0% and 10%. 

Sell:  Expected total return within the next 12 months is negative. 

 

 

eResearch Risk Rating System 
 

A company may have some, but not necessarily all, of the following characteristics of a specific risk rating to qualify for that rating: 

 

High Risk:  Financial - Little or no revenue and earnings, limited financial history, weak balance sheet, negative free cash 

flows, poor working capital solvency, no dividends.  

 Operational - Weak competitive market position, early stage of development, unproven operating plan, high cost 

 structure, industry consolidating, business model/technology unproven or out-of-date. 

 

Medium Risk:  Financial - Several years of revenue and positive earnings, balance sheet in line with industry average, positive 

free cash flow, adequate working capital solvency, may or may not pay a dividend. 

 Operational - Competitive market position and cost structure, industry stable, business model/technology is well 

established and consistent with current state of industry. 

 

Low Risk:  Financial - Strong revenue growth and earnings over several years, stronger than average balance sheet, strong 

positive free cash flows, above average working capital solvency, company may pay (and stock may yield) 

substantial dividends or company may actively buy back stock. 

 Operational - Dominant player in its market, below average cost structure, company may be a consolidator, 

company may have a leading market/technology position. 

 

 

eResearch Disclosure Statement 
 

eResearch is engaged solely in the provision of equity research to the investment community. eResearch provides published 

research and analysis to its Subscribers on its website (www.eresearch.ca), and to the general investing public through its extensive 

electronic distribution network and through newswire agencies. With regards to distribution of its research material, eResearch 

makes all reasonable efforts to provide its publications, via e-mail, simultaneously to all of its Subscribers. 

 

eResearch does not manage money or trade with the general public, provides full disclosure of all fee arrangements, and adheres to 

the strict application of its Best Practices Guidelines. 

 

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.  

 

Nemaska Lithium Inc. paid eResearch $20,000 + HST to have it conduct research on the Company on an Annual Continual Basis.  

 

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

compliance procedures. For instance, fees from Covered Companies are due and payable prior to the commencement of research. 

Management of the Covered Companies are sent copies, in draft form without a Recommendation or a Target Price, of the Initiating 

Report and the Update Report prior to publication to ensure our facts are correct, that we have not misrepresented anything, and 

have not included any non-public, confidential information. At no time is management entitled to comment on issues of judgment, 

including Analyst opinions, viewpoints, or recommendations. All research reports must be approved, prior to publication, by 

eResearch’s Director of Research, who is a Chartered Financial Analyst (CFA). 

 

All Analysts are required to sign a contract with eResearch prior to engagement, and agree to adhere at all times to the CFA 

Institute Code of Ethics and Standards of Professional Conduct. eResearch Analysts are compensated on a per-report, per-company 

basis and not on the basis of his/her recommendations. Analysts are not allowed to accept any fees or other consideration from the 

companies they cover for eResearch. Analysts are allowed to trade in the shares, warrants, convertible securities or options of 

companies they cover for eResearch only under strict, specified conditions, which are no less onerous than the guidelines postulated 

by IIROC. Similarly, eResearch, its officers and directors, are allowed to trade in shares, warrants, convertible securities or options 

of any of the Covered Companies under identical restrictions. 

http://www.eresearch.ca/

