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Kidman Resources Ltd (KDR.ASX)
Bigger, better, richer.

Earnings and Valuation:
·

We forecast underlying NPAT of -$8.4M and -$9.3M in FY18e and FY19e (prior
-$14.1M and -$9.5M) mostly from slight changes to corporate, studies, and
exploration.

·

For FY20e we now forecast NPAT of $8,.1M (previously $19.5M), the decline
mostly due factoring a ramp-up period for initial spodumene production.

·

NPAT forecasts from FY21e upgraded on higher LCE output. For FY21e and
beyond, we have upgraded our earnings forecasts based on both higher
spodumene and lithium carbonate equivalent (LCE) production. These both
stem from the higher head grade of the upgraded Earl Grey Resource. We now
forecast annual spodumene production of 313kt and LCE production of 41kt LCE
in our 2Mtpa base case, an increase of 7% over prior assumptions.

·

Our risked valuation of KDR increases to $2.72/share from $1.99, based on the
higher long term earnings upgrades from higher LCE and spodumene
production, partly offset by higher refinery capex. We still attribute some value
for a risked 5Mtpa expansion case.
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Mar 18

Western Australia Lithium (WAL) JV underway. The JV was finalised in
December 2017 and KDR received US$5M as part of initial payment for transfer
of 50% of Earl Grey. SQM’s initial US$20M payment directly in WAL - which
includes KDR’s share - have also commenced.

Jan 18

·

Feb 18

Our forecast timeline assumptions are approximately in-line with those of
KDR. We expect SQM to still give the project impetus, given the diversification
of sovereign risk and shorter lead time to production vs Chilean brine. We
expect DFS on the mine and concentrator with maiden Reserves in 2Q CY18e,
and the initial refinery study, mine approvals, and decision to mine in late
3Q/early 4Q CY18e.

Dec 17

·

Sep 17

Exploration potential still exists. The company announced an additional
Exploration Target of 20 to 40Mt at 1.3-1.5%. While development and
feasability studies on the mine and refinery have priorities, we expect KDR to
still pursue exploration.

Nov 17

·

Jul 17

KDR announced an upgrade in size of its Earl Grey JORC Resource to 189Mt
from 128Mt, as well as in Li2O grade to 1.50% from 1.44%. 91% of the
Resources was in Measured and Indicated, with the potential to underpin a mine
life over 80 years at 2Mtpa, subject to successful Reserves conversion. We
believe the upgrade makes the argument even more compelling for an
expanded (e.g. 5Mtpa) mine case. We expect some degree of expansion to be
addressed in the upcoming mine DFS.

Aug 17

·

Jun 17

Investment Highlights:

Apr 17

Earl Grey JORC Resource upgrade; Earnings changes; PT change.

May 17

·
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Mar 17

Event:

Recommendation:
·

We maintain our Buy recommendation and increase our 12-month price
target to $2.72/share from $1.99, based on our risked valuation. Catalysts
include DFS on mine; maiden JORC Reserve; Initial Refinery study; Mining
approvals; Decision to mine; and Commencement of mine development.
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