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Event:
·

Analysis:
·

We have rerun our model with upgraded iron ore forecasts of US$75,
US$70, US$65 for FY17 through to FY19, respectively, and retain an
AUD/USD currency forecast of $0.74 over this period. We now forecast
EBITDA of $636M in FY18e.

·

We view the Wodgina 1.3% lithium DSO has the potential to add an
incremental $95 million in FY18e EBITDA at a 2mtpa run rate, assuming a
$48/t operating margin. First shipment is targeted for April 2017. We
view this as a prudent and opportunistic path to early cash flow from the
Wodgina asset.

·

The second shipment of 16,662t 6% and 4% spodumene out of Mt
Marion departed Kwinana on 14 March, with 18,000t targeted for the
April 2017 shipment.

·

We see further upside given our relatively conservative assumptions
around spodumene prices, particularly in light of GXY’s recently
announced offtake agreement citing US$905/tonne FOB for 6.0% Li2O.

·

MIN is targeting crushing capacity upgrades to come with planned 20%
p.a. increases in shipments in FY18 and FY19. We have included these
numbers in our numbers for the Mining Services segment although we
have risked the crushing capacity increases over the next two years.

·

Dividend yield. Following the recent price pullback, the dividend yield
looks even more attractive. We have upgraded our forecast dividends
over the coming 12 months, and forecast a 2H17 35 cps dividend and a
1H18 30 cps dividend to align the payout closer to MIN’s historical 50%
payout ratio. Our forecasts imply a 6.0% 12 month forward forecast
dividend yield.
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We revisit the upside opportunities available to MIN including continued
support in iron ore spot prices, incipient Wodgina lithium DSO, and an
increased forecast dividend yield.
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·

We view the company as attractively valued considering the company
generates significant cash at current iron ore prices, while the market is
ignoring considerable upside opportunity in the form of Wodgina Lithium
DSO. We have a valuation of $16.05 based on blended DCF analysis and
EV/EBITDA (FY18e) (33%/67%) methodologies. Applying only a 5x
EV/EBITDA (FY18e) multiple, we value MIN at $17.44.

Recommendation:
·

We maintain a Buy recommendation on MIN based on its relative
valuation with an increased price target of $16.05 (previously $15.08), in
line with our blended DCF and EV/EBITDA (FY18e) valuation.
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