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Upgrade Target Price to A$1.32 

Mineral Deposits Limited’s (“MDL”) share price has increased over 70% since our initiation 
on the back of higher commodity prices, higher mined grades (relative to Tamesis 
estimates) at the Grande Côte (GCO) mine in Senegal and strong operational performance 
at the TiZir Titanium & Iron ilmenite upgrading facility (TTI) in Norway. Accordingly, we 
are upgrading our near-term target price to A$1.32/share from A$1.00/share with scope 

for further value accretion. 

Benefiting from increased commodity prices  

Mineral sands commodity prices have performed well in H2 2017, led predominantly by 
zircon. Iluka Resources (ASX:ILU) announced increases to its zircon reference price in 
September and leading industry analysts TZMI are forecasting sustained supply deficits 
without new production. For titanium feedstocks, supply is tighter than previously forecast 
as western pigment producers continue to maintain relatively high levels of utilisation– 
leading to medium term supply deficits. TTI is well positioned to capitalise on these 
conditions, with majority of slag sales destined for the environmentally cleaner chloride 
pigment facilities. We increase our premium zircon prices in the short term from US$965/t 
to US$1250/t in H2 2017 and from US$1,155/t to US$1,300/t in 2018. 

Complemented by strong production at Grande Côte 

GCO has seen the last two consecutive quarters achieving higher than estimated HMC 

production, attributable to increased recoveries combined with the dredge going through 
a high-grade section of the orebody, which has constrained throughputs. We are modelling 
an average mining rate of 13.75Mt per quarter from Q1 2019 (GCO has averaged 11.5Mt 
per quarter over the last year). It is also encouraging to see that the company has the 
operational flexibility to adjust throughput rates based on the nature of the orebody – a 
key focus for management at the time of our June site visit. 

Ramp up continues to plan at TTI 

The ramp up to a 230ktpa titanium slag production rate continues at TTI, with Q3 2017 
production reflecting 93% of target output. The furnace is exceeding expectations from an 
operational efficiency perspective – both consuming less coal and energy to reach 
production targets, and crusher optimisations have improved chloride slag yields. 
Accordingly this has had a positive impact on EBITDA and Free Cash Flow generation. 

All leads to improved financial position 

We are updating our FY-2017 revenue forecast at TiZir to US$275.0 million (US$137.5 
million MDL) from US$267.5 million which alongside lower than Tamesis forecast costs 
flows through to an increased 2017 EBITDA forecast of US$73.8 million (US$36.9 million 
MDL) from US$57.1 million. Our forecast Free Cash Flow generation at TiZir in H2 2017 
alone is US$39.2 million. Our 2018 numbers are marginally higher as we had already 
forecast some of the improvements in pricing and maintain out production forecasts. Our 
forecast 2018 TiZir revenue is improved to US$394.5 million (MDL US$197.3 million) from 
US$391.0 million and 2018 TiZir EBITDA is now US$131.5 million (MDL US$65.7 million) 
from US$128.0 million 

Valuation remains supportive with a powerful debt to equity 
investment case at its core 

Updating our model we estimate the NPV for MDL is A$1.32/share (up from A$1.23/share) 
on a SotP basis i.e. 50% of TiZir. The capital structure at TiZir is firmly under control 
following the US$300 million bond refinancing (9.5% coupon and maturity in 2022) earlier 
in the year.  Cashflow from operations are sufficient to service the debt coupon of US$28.5 
million a year and allow a build up of US$70.1 million of cash in 2018 (equivalent to a 23% 
FCF yield at MDL level). Meanwhile, despite the nearly 70% increase in share price, we 
estimate that the shares are trading on attractive see-through EV/EBITDA multiples of 5.5x 
in 2017 and 5.5x in 2018 based on look-through TiZir numbers.  

Analyst: David Butler 

 

Summary 

 

Last price (A$): 1.04 

Target price (A$): 1.32 

Projected return (%) 27% 

  

Asset Summary  

Project names Grande Côte & 
TTI  

Commodity Mineral Sands  

Tamesis NAV (US$m) 193 

  

Share Data  

Shares o/s (m) 197 

52 week high/low (A$) 0.35 / 1.09 

3-mth avg. daily vol (m) 0.28 

3-mth avg. daily vol (A$m) 0.28 

Market cap (US$m) 156 

Net cash (debt) (US$m) 14 

Enterprise value (US$m) 142 

  

Financial Data* 2017 2018 2019 

Revenue (US$m) 138 197 201 

EBITDA (US$m) 37 66 68 

Net income (US$m) (12) 17 19 

EPS (0.06) 0.09 0.09 

P/E - 9.0x 8.4x 

EV/EBITDA 10.2x 5.6x 5.4x 

*MDL attributable share of Tizir 

Share Price Performance 
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Zircon the star performer in an improving price deck 

Since our initiation in July, mineral sands commodity prices have performed well – led by zircon. In September, Iluka Resources 

(ASX:ILU) announced it was raising benchmark prices by US$130/t to US$1,230/t for 6 months from 1 October 2017. Whilst zircon 

demand is still below the highs of 2011 due to substitution and thrifting, available supply has also fallen due to depletion and grade 

declines. Both Iluka and TZMI are forecasting a supply deficit in 2018 without new production – Iluka believes demand is already 

outstripping supply, contributing to their decision to restart the Jacinth Ambrosia mine in South Australia in Q4 2017. 

Figure 1 – Zircon Supply and Demand – Existing producers, no new production 

 
 

Source: Iluka Capital Markets Day, Iluka supply and Iluka and TZMI demand August 2017 

 

We increase our zircon prices in the short term to reflect these positive market dynamics. For Q4 2017 we are forecasting a premium 

grade zircon price of US$1,250/t, increasing to US$1,300/t in 2018. Based on our expectation of new supply coming into the market 

over the medium-term, we are applying a US$1,250/t premium grade zircon price in 2019 and US$1,150/t flat forward from 2020 

onwards. We have also increased our standard grade zircon prices proportionally. 

Figure 2 – Premium Grade Zircon Price Forecast 

 

Figure 3 – Standard Grade Zircon Price Forecast 

 
Source: Tamesis Partners 

 

On titanium feedstocks, reports from the recent TZMI conference in Hong Kong suggest supply is tighter than previously forecast as 

pigment producers look to increase production. Iluka estimate that the pigment market is broadly balanced in 2017 and 2018. 

Pigment supply into China (8-10% demand CAGR) has been impacted by environmental crackdowns targeting sulfate production 

facilities. The growth in capacity of chloride pigment facilities (a destination for TTI pigment) is continuing with 200ktpa installed 

today and 480ktpa of new capacity commissioning by early 2019, according to Iluka. 
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Figure 4 – High Grade Titanium Supply and Demand – Existing producers, no new production 

 

 
Source: Iluka Capital Markets Day, Iluka supply and Iluka and TZMI demand August 2017 

 

We maintain our forecast prices for TIO2 slag but have slightly reduced our pig iron price forecast from next year to US$241/t from 

US$259/t to reflect company guidance of competing market pressures from scrap and raw materials. 

Strong macroeconomic environment complemented by production at Grande Côte 

Since our initiation on MDL in June, the Grande Côte mine (GCO, 90% TiZir owned) has announced two consecutive quarters of 

higher than expected HMC production. This production beat is primarily due to higher than expected recovered grades, 1.73% in Q2 

and 1.70% in Q3 2017 versus our estimate of 1.4%. MDL has reported greater than expected recoveries from its Media Separation 

Plant and the company has been dredging a higher grade part of the licence area.  

Figure 5 – HMC Production and Grade 

 
Source: Tamesis Partners, Company Filings 

 

We are maintaining our recovered HM grade forecasts of 1.4% in 2018, 1.36% in 2019 and 1.28% in 2020 and onwards, equivalent 

to head grades of 1.65%, 1.60% and 1.50% respectively with an average 85% recovery. Recent quarters have shown that there are 

higher grade sections of the orebody that the company may be able to target, however this typically comes at the expense of peak 

volumes through the dredge as a result of the selective mining.  

Dredge volumes have been consistently over 11Mt of ore mined per quarter in the first nine months of 2017, slightly lower than 

expected but deliberately so as part of a strategy to maximise recoveries whilst through a higher grade portion of the orebody. We 

are maintaining our forecast for production to rise to 13.75kt quarterly from Q1 2019. 
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Figure 6 – GCO Dredge Volumes 

 
Source: Tamesis Partners, Company Filings 

Ramp up continues at TTI 

The ramp up to a 230ktpa titanium slag production rate continues at TTI, producing 93% of this target in Q3 2017. Promisingly, the 

company has reported that the furnace is exceeding expectations in terms of operational efficiency. As a result we are maintaining 

our production forecasts: 

Figure 7 – Titanium Slag Production 

 

Figure 8 – Pig Iron Production 

 
Source: Tamesis Partners 

 

We are confident that these reported production efficiencies will continue to result in solid EBITDA and Free Cash Flow generation. 

MDL has reported in Q2 and Q3 2017 that TTI is consuming less coal and requiring less energy to hit production targets, and in Q3 

2017 the announced optimisation of the crusher has resulted in higher chloride slag production levels. Accordingly, we are maintaining 

our production and cost forecasts. We also note that there has been a discrepancy between production and sales volumes, but our 

understanding is that that this is just a timing issue; and TiZir has announced that it has contracted the majority volumes for Q4 

2017. 

Financials 

We are updating our FY-2017 revenue forecast at TiZir to US$275.0 million (US$137.5 million MDL) from US$267.5 million which, 

alongside lower than Tamesis forecast operating costs, flows through to an increased 2017 EBITDA forecast of US$73.8 million 

(US$36.9 million MDL) from US$57.1 million. But in our view the most significant change is the improvement in TiZir’s cash position, 

our forecast Free Cash Flow generation at TiZir in H2 2017 alone is US$39.2 million. Our 2018 Free Cash Flow forecast of US$70.1 

million is a small increase on our previous forecast of US$69.4 million. 
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Figure 9 – TiZir Revenue 

 

Figure 10 – TiZir Free Cash Flow 

 
Source: Tamesis Partners 

 

We now estimate net debt at TiZir the end of Q4 2017 to be US$317 million, down from US$336 million in Q3 2017 and a cash 

balance at 30 December 2017 of US$52.7 million. Net of the semi-annual US$14.2 million coupon due on the US$300 million bond, 

we expect TiZir to generate between US$30-40 million of free cash flow each quarter, giving significant headroom against that debt 

servicing  

Figure 11 – Tizir Cumulative Free Cash Flow 

 
Source: Tamesis Partners, Company Filings 

Management Board Restructuring 

TiZir has completed a management and board restructuring, where the company will be managed by a Committee of the TiZir Board. 

This committee will be comprised of one representative from each of the shareholders, being Rob Sennitt (Managing Director, MDL) 

and Charles Nouel (Eramet, Vice President Mineral Sands Business). TiZir CEO Jean-Michel Fourcade will return to take up a position 

with Eramet. Whilst the company looks to appoint a new CFO the role is being served by MDL CFO Greg Bell in conjunction in Bruno 

Faour (Deputy CFO, Eramet Mining Divisions). Jozsef Patarica (COO, MDL) will also join the Tizir Board. 
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Copyright and Risk Warnings 

Mineral Deposits Limited (“MDL” or the “Company”) is a corporate client of Tamesis Partners LLP. 

MDL is a corporate client of Tamesis Partners LLP (“Tamesis”). Tamesis will receive compensation for providing fundraising and other services to the 
Company including the publication and dissemination of marketing material from time to time. Tamesis may receive additional compensation for 
providing investment banking services to the Company and has received compensation for such services in the last 12 months.   

This document, being paid for by a corporate issuer, is a Minor Non-monetary Benefit as set out in Article 12 (3) of the Commission Delegated Act 
(C2016) 2031. It is produced solely in support of our corporate broking and corporate finance business.  

Tamesis Partners does not offer a secondary execution service (in the UK). 

This note is a marketing communication and NOT independent research. As such, it has not been prepared in accordance with legal 
requirements designed to promote the independence of investment research and this note is NOT subject to the prohibition on 
dealing ahead of the dissemination of investment research. 

Not an offer to buy or sell 

Under no circumstances is this note to be construed to be an offer to buy or sell or deal in any security and/or derivative instruments. It is not an 
initiation or an inducement to engage in investment activity under section 21 of the Financial Services and Markets Act 2000. 

Note prepared in good faith and in reliance on publicly available information 

Comments made in this note have been arrived at in good faith and are based, at least in part, on current public information that Tamesis considers 
reliable, but which it does not represent to be accurate or complete, and it should not be relied on as such. The information, opinions, forecasts and 
estimates contained in this document are current as of the date of this document and are subject to change without prior notification. No 
representation or warranty either actual or implied is made as to the accuracy, precision, completeness or correctness of the statements, opinions 
and judgements contained in this document. 

Tamesis’ and related interests 

The persons who produced this note may be partners, employees and/or associates of Tamesis. Tamesis and/or its employees and/or partners and 
associates may or may not hold shares, warrants, options, other derivative instruments or other financial interests in MDL and reserve the right to 
acquire, hold or dispose of such positions in the future and without prior notification to MDL, or any other person. 

Information purposes only 

This document is intended to be for background information purposes only and should be treated as such. This note is furnished on the basis and 

understanding that Tamesis is under no responsibility or liability whatsoever in respect thereof, to MDL, or any other person. 

Investment Risk Warning 

The value of any potential investment made in relation to companies mentioned in this document may rise or fall and sums realised may be less than 

those originally invested. Any reference to past performance should not be construed as being a guide to future performance. 

Investment in small companies, and especially mineral exploration companies, carries a high degree of risk and investment in the companies or 
minerals mentioned in this document may be affected by related currency variations. Changes in the pricing of related currencies and or commodities 
mentioned in this document may have an adverse effect on the value, price or income of the investment. 

Distribution 

This note is not for public distribution, nor for distribution to, or to be used by, or to be relied upon by any person other than the Company. Without 
limiting the foregoing, this note may not be distributed to any persons (or groups of persons), to whom such distribution would contravene the UK 
Financial Services and Markets Act 2000 or would constitute a contravention of the corresponding statute or statutory instrument in any other 

jurisdiction. 

Disclaimer 

This note has been forwarded to you solely for information purposes only and should not be considered as an offer or solicitation of an offer to sell, 
buy or subscribe to any securities or any derivative instrument or any other rights pertaining thereto (“financial instruments”). This note is intended 

for use by professional and business investors only. This note may not be reproduced without the prior written consent of Tamesis. 

The information and opinions expressed in this note have been compiled from sources believed to be reliable but, neither Tamesis, nor any of its 
partners, officers, or employees accept liability from any loss arising from the use hereof or makes any representations as to its accuracy and 
completeness. Any opinions, forecasts or estimates herein constitute a judgement as at the date of this note. There can be no assurance that future 
results or events will be consistent with any such opinions, forecasts or estimates. Past performance should not be taken as an indication or guarantee 
of future performance, and no representation or warranty, express or implied is made regarding future performance. This information is subject to 
change without notice, its accuracy is not guaranteed, it may be incomplete or condensed and it may not contain all material information concerning 

the company and its subsidiaries. Tamesis is not agreeing to nor is it required to update the opinions, forecasts or estimates contained herein.  

The value of any securities or financial instruments mentioned in this note can fall as well as rise. Foreign currency denominated securities and 
financial instruments are subject to fluctuations in exchange rates that may have a positive or adverse effect on the value, price or income of such 
securities or financial instruments. Certain transactions, including those involving futures, options and other derivative instruments, can give rise to 
substantial risk and are not suitable for all investors. This note does not have regard to the specific instrument objectives, financial situation and the 
particular needs of any specific person who may receive this note. 

Tamesis (or its partners, officers or employees) may, to the extent permitted by law, own or have a position in the securities or financial instruments 
(including derivative instruments or any other rights pertaining thereto) of any company or related company referred to herein, and may add to or 
dispose of any such position or may make a market or act as principle in any transaction in such securities or financial instruments. Partners of 
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Tamesis may also be directors of any of the companies mentioned in this note. Tamesis may, from time to time, provide or solicit investment banking 
or other financial services to, for or from any company referred to herein. Tamesis (or its partners, officers or employees) may, to the extent permitted 
by law, act upon or use the information or opinions presented herein, or research or analysis on which they are based prior to the material being 

published. 

 

Further Disclosures for the United Kingdom 

This note has been issued by Tamesis Partners LLP, who is regulated by the Financial Conduct Authority. This note is not for distribution to private 

customers. 

This note is not intended for use by, or distribution to, US corporations that do not meet the definition of a major US institutional investor in the 
United States or for use by any citizen or resident of the United States. 

This publication is confidential for the information of the addressee only and may not be reproduced in whole or in part, copies circulated, or disclosed 
to another party, without the prior written consent of Tamesis. Securities referred to in this note may not be eligible for sale in those jurisdictions 
where Tamesis is not authorised or permitted by local law to do so. In particular, Tamesis does not permit the distribution or redistribution of this 
note to non-professional investors or other persons to whom disclosure would contravene local securities laws. Tamesis expressly disclaims and will 

not be held responsible in any way, for third parties who affect such redistribution. © 2017 

 

 

 


