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Quick Hits 

• Bandeira resource grows by ~84% in just ~3.5 months:  Total global 
resource for Itinga now at ~33 Mt at 1.38% (incl. Galvani).  We think 
LTH’s resource base will ultimately be comparable to that of its 
neighbours (+45 Mt for LRS-ASX & +85 Mt for SGML-TSX); 

• Bandeira alone is a PEA Powerhouse:  Underground mine; +120% 
IRR; ~US$1.6 Bn NPV (vs US$0.74 Bn prior Clarus est.); AISC <US$550/t 
SC5.5 Eq.; Capital Intensity comparable to LRS’s Phase 1; Immense 
optionality from regional targets as Bandeira represents only ~1.2% of 
the land package; 

• Brazil’s next Li-spodumene mine:  Underground operation limits 
surface footprint, expedites permitting process (LAC).  Mine permit 
approval expected in summer-2024, first production potentially in 
H2/2025 – ahead of LRS-ASX by at least a year, in our opinion.  We 
expect discussions around project financing (off-takes/lenders) to 
pick up speed on the back of the robust PEA; 

• Raising Target To $7.25:  Our prior valuation of C$980 MM was very 
conservative, based on Bandeira + Galvani using 1.0x NAV15%.  We 
have updated our model to align with the Bandeira PEA, supporting 
a valuation of C$1.44 Bn based on 0.60x NAV8%.  This results in our 
higher target price of $7.25 per share (prior $6.25/share). 

• Strong re-rate potential just on catch-up to peers:  On a P/NAV 
basis, LTH is trading at a 60% discount to LRS-ASX and 80% discount 
to Emerging Producers peer group. 

Figure 1:  Bandeira Updated Resource & PEA Highlights 

 
Source: Company Reports; Clarus Securities Inc. 
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Bandeira has delivered an impressive ~84% resource growth in 
just ~3.5 months, significant upside potential remains 

• The updated global resource at Bandeira came in at 29.5 Mt at 1.37% Li2O (prior 16 Mt at 1.4%). The 
M&I grew by almost 200% to 13.7 Mt at 1.4% (prior 4.6 Mt at 1.35%); 

• Including Galvani’s known resource (June 2023) of 3.4 Mt, takes the total global resource to ~33 Mt 
at 1.38%; 

• We note that the there is potential for further resource expansion at Bandeira and significant upside 
from other targets, incl. Salinas (drilling ongoing) and several other regional targets; 

• Overall, we see potential for LTH’s resource base to continue to grow with additional drilling on 
the numerous regional targets and ultimately be comparable to that of its neighbours:  LRS’s Colina 
deposit +45 Mt at 1.34%, mkt cap C$606 MM and SGML has 85.6 Mt at 1.43%, mkt cap. C$3.9 Bn. 

Highly attractive economics at Bandeira 
• PEA is based on Bandeira deposit only and considers an underground mining scenario (similar to 

next door CBL mine that’s in production since 1990s) on ~23 Mt at diluted head grade of 1.23%; 

• Initial capex of ~US$233 MM was ahead of street estimates – likely due to more than expected 
underground development and mining fleet.  We further note that the capital intensity is 
comparable to LRS’s Phase 1 (Figure 3); 

• 1.3 Mtpa throughput to support 218 ktpa SC5.5 Eq. production (187 ktpa SC5.5 and 56 ktpa SC3) 
over a ~20 year mine life; 

• Recoveries of 67% for SC5.5 and 10.7% for SC3 which are both in line with LRS’s Colina PEA and 
better than SGML’s Xuxa at 62% and CBL at ~66%; 

• High margin production with cash cost of US$469/t SC5.5 Eq and AISC likely under US$550/t SC5.5 
Eq – better than LRS which has an AISC of US$599/t; 

• Average annual revenue of US$337 MM/yr and FCF of US$243 MM/yr.  NPV8% of ~$1.6 Bn, IRR of 
121% and a 14 months payback using US$1,859/t SC5.5 price – at spot price (~US$2,300/t), we 
think the NPV would be ~US$2.2 Bn and IRR +135%.  Overall, this compares very favourably with 
our prior estimated corporate NAV of C$980 MM or ~US$745 MM for valuing LTH; 

• While the focus is currently on advancing Bandeira towards production given its scale and more 
permitting friendly setting, mgmt. plans to include Galvani as well in the production profile at some 
point.  Galvani is a 3.4 Mt deposit and mgmt. thinks it will require more time on the permitting front; 

• The strong economics for Bandeira highlights the immense optionality from a meaningful 
discovery at LTH’s large land package of +14,000 ha – of which Bandeira only represents ~1.2%. 

Brazil’s next Li-spodumene mine 
• As an underground operation, Bandeira will have a significantly smaller footprint as compared to 

peers in the region (SGML & LRS) that are both open-pit operations.  Bandeira’s smaller footprint 
allows permitting to be advanced under the Licença Ambiental Concomitante (LAC) route which 
has significant time efficiencies compared to a large-scale operating permits (as required by LRS 
due to its scale ~3.6 Mtpa vs LTH’s 1.3 Mtpa); 
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• Mgmt. plans to submit the permitting application in November 2023 with permit approval 
expected in summer-2024; 

• If this timeline holds, it will allow construction to commence in mid-2024 and first production by 
late 2025 (~18 months build); 

• In our opinion, LTH could be in production at least 1 year ahead of LRS which is expected to 
be in production at the earliest by late 2026; 

• We expect discussions around project financing with various lenders/strategic off-takers to pick 
up speed on the back of this robust PEA. 

Attractively valued with significant re-rate potential just on 
catch-up to peers 

• At C$246 MM, LTH (explorer/developer stage) has the lowest market cap in the region with Sigma 
at ~C$3.9 Bn (emerging producer stage), LRS C$606 MM (explorer/developer stage) and ATLX 
C$407 MM (pre-resource stage) despite the fact that LTH is on a path to be the next producer in 
the region in the next ~18 – 24 months; 

• LTH is trading at 0.16x P/NAV which is a ~60% discount to its neighbour LRS that is trading 
at 0.38x as well as a significant discount to Emerging Producers group trading at 0.78x and 
Developer Peers group trading at 0.29x; 

• Just on the current resource of 32.9 Mt (Bandeira & Galvani) LTH is trading at C$202/t on 
EV/Resource (LCE) or a ~50% discount to LRS at C$384/t.  This implies that the current valuation 
does not attribute any value for the exploration upside and resource growth potential for LTH, 
which, in our opinion, could be material; 

• We further note there is significant strategic interest in the area as recently confirmed by SGML.  In 
addition, with players in the region rapidly advancing towards production (we think LTH will be 
the next mine, ahead of LRS & ATLX), we believe there is a good chance of an M&A event occurring 
and/or strategic investments getting announced in the region, which should lift the valuation for 
all players in the region. 

Valuation Updated 
We have updated our model and have aligned our estimates in line with the PEA.  We are using a long-
term pricing assumption of US$1,800/t for SC5.5 and US$800/t for SC3.  We estimate an asset NAV8% 
of C$2.0 Bn for Bandeira.  At spot price (~US$2,300/t SC5.5), our NAV8% estimate conceptually increases 
to C$2.85 Bn. We have applied a 0.60x target setting multiple on our estimated asset NAV8%.  We also 
account for 10 Mt at 1.72% Li2O in our in-situ valuation for the combined Bandeira & Galvani resources that 
are not included in our mine model at C$625/t.  For our fully-funded corporate NAV estimate, we have 
assumed 60%/40% debt/equity assumption.  We account for the debt under corporate adjustments and 
our estimated FD S/O of 198.4 MM reflects our assumption of equity dilution for project funding.   

Our prior model was conservative, based only on a small-scale mine scenario at Galvani only, with 
Bandeira valued using in-situ valuation.  This resulted in our prior estimated corporate NAV of C$980 MM 
using a conservative 15% discount rate and 1.0x asset NAV or C$6.20/share.  Under our revised 
assumptions, we estimate a corporate NAV of C$1.44 Bn or C$7.26/share (using 8% discount rate and 
0.60x multiple on asset NAV). 
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Milestones 
1. Bandeira Definitive Feasibility Study (DFS) – year-end 2023; 
2. Completion of Environmental Impact Assessment (EIA) – year-end 2023; 
3. Mine permit approval – summer-2024 (Clarus estimate); 
4. FID & commencement of construction at Bandeira – H2/2024 (Clarus estimate); 
5. First production – H2/2025 (Clarus estimate). 

Price Target Calculator:  Our 12-month target price is based on a 0.60x multiple to our estimated fully 
funded corporate NAV.  Our corporate NAV includes a DCF based NPV8% for Bandeira and in-situ valuation 
at C$625/t for 10.0 Mt at 1.72% Li2O for the combined resource at Galvani & Bandeira outside of our mine 
model.  In addition, we account for corporate adjustments, including our long-term debt assumption and 
ITM options and warrants. 

Key Risks to Target Price:  Please refer to the risks disclosed in the initiating report dated March 17, 2023. 

Figure 2:  LTH Developer Comps 

 
Source: Refinitiv Eikon; Company Reports; Clarus Securities Inc. 

Figure 3:  LTH vs neighbours – Project Comparison 

  
Source: Company Reports; Clarus Securities Inc. 
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Figure 4:  Bandeira NPV Sensitivity 

 
Source: Company Reports 

Figure 5:  Bandeira – Proposed Project Layout and Infrastructure 

 
Source: Company Reports 
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Figure 6:  Bandeira – Proposed Process Flowsheet 

 
Source: Company Reports  
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As of the Date of this report, Clarus Securities Inc. and its employees held in a position exceeding 1% of the fully diluted number of shares 
outstanding of the company. 
Within the last 24 months, Clarus Securities Inc. has managed or co-managed a public offering of securities of this company. 
Within the last 24 months, Clarus Securities Inc. has received compensation for investment banking services with respect to the securities 
of this company. 

General Disclosure 

The information and opinions in this report were prepared by Clarus Securities Inc. (“Clarus Securities”).  Clarus Securities is a wholly-owned 
subsidiary of Clarus Securities Holdings Ltd. and is an affiliate of such. The reader should assume that Clarus Securities or its affiliate may 
have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers discussed 
herein.   

The opinions, estimates and projections contained in this report are those of Clarus Securities as of the date of this report and are subject to 
change without notice.  Clarus Securities endeavours to ensure that the contents have been compiled or derived from sources that we 
believe are reliable and contain information and opinions that are accurate and complete.   However, Clarus Securities makes no 
representation or warranty, express or implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and 
accepts no liability whatsoever for any loss arising from any use of, or reliance on, this report or its contents.  Information may be available 
to Clarus Securities or its affiliate that is not reflected in this report.  This report is not to be construed as an offer or solicitation to buy or 
sell any security. No part of this report may be reproduced or re-distributed without the written consent of Clarus Securities. 

Conflicts of Interest  

The research analyst and/or associates who prepared this report are compensated based upon (among other factors) the overall profitability 
of Clarus Securities and its affiliate, which includes the overall profitability of investment banking and related services.  In the normal course 
of its business, Clarus Securities or its affiliate may provide financial advisory and/or investment banking services for the issuers mentioned 
in this report in return for remuneration and might seek to become engaged for such services from any of such issuers in this report within 
the next three months.  Clarus Securities or its affiliate may buy from or sell to customers the securities of issuers mentioned in this report 
on a principal basis.  Clarus Securities, its affiliate, and/or their respective officers, directors or employees may from time to time acquire, 
hold or sell securities discussed herein, or in related securities or in options, futures or other derivative instruments based thereon.   

Analyst’s Certification 

Each Clarus Securities research analyst whose name appears on the front page of this research report hereby certifies that (i) the 
recommendations and opinions expressed in the research report accurately reflect the research analyst’s personal views about the Company 
and securities that are the subject of this report and all other companies and securities mentioned in this report that are covered by such 
research analyst and (ii) no part of the research analyst’s compensation was, is, or will be directly or indirectly, related to the specific 
recommendations or views expressed by such research analyst in this report. 

Equity Research Ratings 

Buy:  Attractively valued and expected to appreciate significantly from the current price over the next 12-18 months. 
Speculative Buy:  Expected to appreciate significantly from the current price over the next 12-18 months. Financial and/or operational risk 
is high in the analyst’s view.  
Accumulate: Attractively valued, but given the current market price, is expected to appreciate moderately over the next 12 -18 months. 
Hold:   Fairly valued and expected to trade in line with the current price over the next 12-18 months. 
Sell:  Overvalued and expected to decline from the current price over the next 12-18 months.  
Under review:  Pending additional review and/or information. No rating presently assigned. 
Tender: Company subject to an acquisition bid: accept offer. 
A summary of our research ratings distribution can be found on our website.  

Dissemination of Research 

Clarus Securities’ Equity Research is available via our website and is currently distributed in electronic form to our complete distribution list 
at the same time.  Please contact your Clarus institutional sales or trading representative or investment advisor for more information.  
Institutional clients may also receive our research via THOMSON and REUTERS.   
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