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Triton Minerals1,7   BUY 

TON-ASX  
     
 

    Last: 

      
 

     A$0.36 

May 19, 2015  ▼ Target:   A$0.87 

 

 

What's Changed Old New

Rating BUY n.c

Target (A$) $0.93 $0.87

Graphite Production 2016E (kt) 6.44 6.44

Graphite Production 2017E (kt) 67.28 67.28

Graphite Production 2018E (kt) 163.80 163.80

Share Data

Share o/s (mm, basic/f.d. itm)

52-week high/low (A$)

Market cap (A$m)

EV (A$m)

Net debt (m)

Projected return

NAV0%/share

NAV10%/share

P/NAV0%

P/NAV10%

Financial Data

YE Dec. 31 FY16E FY17E FY19E

Graphite production (kt) 6 67 164

Cash costs (US$/t) $219 $219 $219

Capex (US$m) -$111 -$1.0 -$1.0

Free cashflow (A$m) -$138 $13 $43

EPS $0.00 $0.02 $0.07

CFPS -$0.00 $0.04 $0.12

P/E 0.00 16.37 4.96

P/CF 0.00 10.19 3.01

EV/EBITDA 292.99 6.25 1.96
Al l  figures  in A$ unless  otherwise noted

$1.29

$0.87

0.28

0.41

364.7

0.86/0.096

$131.28

$119.28

$0.00

141%

Funded for DFS and drilling jumbo flake 

Oversubscribed A$12m capital raising to fund drilling and DFS 

Triton completes an oversubscribed A$12.0 million placement to a Hong Kong 

cornerstone investor, institutional groups and sophisticated investors. 

Funding should enable Triton to rapidly progress the Definitive Feasibility 

Study at Nicanda Hill and commence its predevelopment early works 

program. Funding will also allow Triton to undertake an initial drilling at 

Ancuabe. 

Signs JVs to develop enhanced product 

Triton has signed two binding joint venture agreements with Yichang 

Xincheng Graphite Co., Ltd (YXGC) to develop and produce graphite enhanced 

products in Mozambique and China. The two JV companies, will source Triton 

Mozambique Graphite (TMG) graphite concentrate exclusively, to develop a 

wide range of high-value graphite enhanced products. The plant in 

Mozambique will produce 10ktpa of enhanced product. The plant in China 

will produce 100ktpa of enhanced product 

Market leading flotation results from Ancuabe 

Flotation test results show that Ancuabe is capable of producing very, very 

coarse flake material that will easily meet the specs of the 100kt binding 

offtake. 72% of the graphite material is classified as jumbo flake size, >300µm 

(+50 mesh). Flotation results show 92.1% of the graphite flakes in the samples 

were larger than 150 µm (+100 mesh). Graphite is readily liberated through 

simple off the shelf technology and likely low cost. TON are drilling Ancuabe 

this quarter and this is when we will get a feel for just how much of this high 

quality material is available. 

Maintain BUY with price target of A$0.87/sh 

We have updated our SOTP valuation on Triton. Our target price has fallen 

back slightly on the back of dilution through the recent share issue. The 

vertical integration option to produce enhanced graphite product can be 

viewed as upside on our valuation. The encouraging flake size results from 

Ancuabe will be modelled when drilling has confirmed the quantity of coarse 

and jumbo flake material available.  
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JV signed  

Triton has signed two binding joint venture agreements with Yichang Xincheng Graphite Co. Ltd 

(YXGC) to develop and produce graphite enhanced products in Mozambique and China. Highlights 

include; 

 The two JV companies, will source Triton Mozambique Graphite (TMG) graphite 

concentrate exclusively, to develop a wide range of high-value graphite enhanced 

products. 

 The 70% Triton owned, Mozambique JV has been established to produce high value 

expandable graphite, flexible graphite sheet, refined battery grade graphite and other 

enhanced graphite products. 

 The 49% Triton owned, China JV has been established to focus initially on producing high 

strength graphite composite sheets 

 The plant in Mozambique will produce 10ktpa of enhanced product 

 The plant in China will produce 100ktpa of enhanced product 

Our view 

 This is a positive and outlines the strength of the relationship with Yichang whom TON 

already has 100ktpa binding offtake with. 

 This agreement on vertical integration is likely to be actioned once the company is well 

and truly up and running with its original TMG concentrate operation 

 Should both operations be set up then an additional 160ktpa of TMG product will be 

required taking TMG output potentially up to 460ktpa making it a very big producer 

benefiting from Yichang’s proprietary technology. 

 The Mozambique plant will be viewed favourably in Mozambique and likely assist their 

progress there. This plant will likely cost US$10m. 

 The china plant is dependent on demand growth, but gives an indication that a major 

producer expects it to grow. It will likely cost US$60m. 

A great result as it cements TON’s relationship with Yichang and indicates Yichang anticipates 

future demand growth. We believe the setting up of a plant in Mozambique will have favourable 

political repercussions. But the company still needs to get the initial project up and running and 

the best path to that is the LOI with Shenzhen.    

TON is now well positioned with a strategic alliance with AMG at Ancuabe and a 100ktpa 20 year 

binding offtake and enhanced product JV agreement with Yichang. TON has also signed an LOI 

with Shenzhen for 200ktpa and ~$200m debt/equity funding. Should both offtake agreements 

become binding and the vertical integration plants be developed, TON will need to produce 

460ktpa from TMG. 
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Figure 1. Sources of product and markets for TMG 

 

Source: TON 

Market leading flotation test results 

Flotation test results show that Ancuabe is capable of producing very, very coarse flake material 

that will easily meet the specs of the 100kt binding offtake. 

 72% of the graphite material is classified as jumbo flake size, >300µm (+50 mesh) 

 Flotation results show 92.1% of the graphite flakes in the samples were larger than 150µm 

(+100 mesh) 

 Graphite readily liberated through simple off the shelf technology and likely low cost 

TON are drilling this quarter and this is when we will get a feel for just how much of this high 

quality material is available. Based on this one sample, flake size results at Ancuabe look better 

than those of TON’s peers. 
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Figure 2. Comparison of flake size distribution with peers. 

 

Source: TON 

Upcoming news flow 

 TMG Feasibility study - ongoing 

 Further funding and offtake discussions – ongoing 
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Ticker TON Financial  Yr. End 31 December 

Recommendation BUY Shares on issue (m) 364.7

Target Share price (A$) 0.87 Market Cap (A$) 131.3

Current Share price (A$) 0.36 Enterprise Value (A$) 119.3

Implied Return (%) 141% Cash (A$) 12.0

P/NAV (x) 0.28 Project IRR (%) 31%

Valuation Profit & Loss (A$m)

Asset  Discount rate  NAV "X" Factor  NAV Target (A$)  Target Price (A$) A$M FY2018 FY2019 FY2020 FY2021

Balama North Project 10% 0.60 X $229.6 $0.63 Revenue  $41.3 $111.6 $184.4 $184.4

Exploration & Product Upside n.a n.a $75.0 $0.21 Cost of Sales $18.4 $44.9 $57.7 $57.7

Cash n.a n.a $12.0 $0.03 Gross Profit $22.8 $66.7 $126.6 $126.6

Total NAV $316.6 $0.87 EBITDA $19.1 $60.8 $118.6 $118.6

Net Profit before tax $17.3 $56.9 $115.4 $118.5

Tax Payable (-$5.1) (-$16.8) (-$33.8) (-$33.8)

Profit after tax  $12.1 $40.1 $81.6 $84.7

Balance Sheet

Assets
Cash $6.6 $31.3 $102.6 $190.5

PPE  & Exp. & Dev. $162.5 $157.4 $149.4 $141.7

Total Current Assets $6.6 $31.4 $102.6 $190.6

Total Assets $171.4 $152.8 $203.5 $267.7

Liabilities
Senior Debt $0.0 $0.0 $0.0 $0.0

Total Current Liabilities $0.3 $0.3 $0.3 $0.3

Total Liabilities $2.3 $2.3 $2.3 $2.3

Ratios and Key Financial Data
EPS (AUDc) 2.2c 7.3c 14.8c 15.4c

FCFPS (A$) 2.3c 7.9c 15.7c 16.2c

P/E ratio (x) 16.4 5.0 2.4 2.3

P/FCF (x) 15.4 4.6 2.3 2.2

EV/EBITDA (x) 6.2 2.0 1.0 1.0

Current ratio (x) 26.5 125.5 410.5 762.5

Reserve and Resources Statement (100% of Project) Shares on Issue (M) 551.9 551.9 551.9 551.9

Status Tonnes (Mt) Grade (%) TGC (t)  EV / t Cashflow Generation
Total Reserves - - - - Cashflow generated $12.9 $43.6 $86.5 $89.5

M&I only 328.0 0.11                  36,080,000 $3.3 Equity Placement $0.0 $0.0 $0.0 $0.0

Total Resource 1457.0 0.11                  155,754,000 $0.8 Debt Funding $0.0 $0.0 $0.0 $0.0

Production 47.0 12% 5,239,665 $23 Capital Expenditure $1.3 $1.3 $1.3 $1.3

Production Profile (TGC tonnes) (100% of Project)

Operation FY2018 FY2019 FY2020 FY2021 Directors & Management Major Shareholders
Balama North Project 67,275 163,800 210,600 210,600 Chairman Alan Jenks Directors 14.0%

Total 67,275 163,800 210,600 210,600 CEO Brad Boyle

Cash Cost (US$) Executive Director Alfred Gillman Top 20 46.0%

USD / t FY2018 FY2019 FY2020 FY2021

Basket Price $605 $659 $814 $814 Forecast GraphiteProduction
C1 Cash costs $219 $219 $219 $219

C3 Production Cost $287 $271 $273 $273

FOB Pemba Cost $344 $328 $330 $330

Landed Cost $401 $385 $387 $387

Basket Price Dynamics(US$)
USD / t Jumbo Large Medium Small

Flake Size (basket Distribution) 5% 12% 20% 27%

2017 $1,555 $1,000 $521 $476

2018 $2,596 $1,000 $500 $481

2019 $3,573 $1,000 $508 $487

Long Term $6,175 $1,165 $517 $493

Source: Company data, GMP estimates

72%

24%

4%

Valuation Split (%)

Balama North
Project

Exploration &
Product Upside

Cash

$0

$100

$200

$300

$400

$500

$600

$700

$800

$900

0

50,000

100,000

150,000

200,000

250,000

20
18

20
19

20
20

20
21

20
22

20
23

20
24

20
25

TGC production Total Production Costs (US$/t) Basket price (US$/ t)

TGC prod (koz)



 

6 
 

Equity Research 

Disclosures 
The information contained in this report is drawn from sources believed to be reliable but the accuracy or completeness of the information is not 
guaranteed, nor in providing it do GMP Securities L.P., GMP Securities Europe LLP or GMP Securities Australia Pty Limited (collectively referred to as “GMP”) 
assume any responsibility or liability whatsoever. Information on which this report is based is available upon request. This report is not to be construed as a 
solicitation of an offer to buy or sell any securities. GMP and/or affiliated companies or persons may as principal or agent, buy and sell securities mentioned 
herein, including options, futures or other derivative instruments thereon. Griffiths McBurney Corp. (“GM Corp.”), an affiliate of GMP accepts responsibility 
for the contents of this research subject to the foregoing. U.S. clients wishing to effect transactions in any security referred to herein should do so through 
GM Corp.  GMP Securities L.P. will provide upon request a statement of its financial condition and a list of the names of its Directors and senior officers.  
 
Company-Specific Disclosures: 
1   GMP has, within the previous 12 months, provided paid investment banking services or acted as underwriter to the issuer.  
2   GMP is a market maker for the securities of the subject issuer.  
3   GMP owns 1% or more of this issuer’s securities. 
4   GMP Securities, LLC, an affiliate of GMP, discloses the following in relation to this issuer as required by the Financial Industry Regulatory Authority 
(“FINRA”) Rule 2711: as applicable.  
5   The analyst is related to an officer, director or advisory board member of the issuer, but that individual has no influence in the preparation of this report.  
6   The analyst has visited the operations of this issuer. The issuer and/or GMP clients paid all or a portion of the travel expenses associated with the 
analyst’s site visit to its operations. 
7   The analyst who prepared this report has viewed the operations of this issuer. 
8   The analyst who prepared this research report owns this issuer's securities. 
9   RESERVED 
10 RESERVED 
 
Each research analyst and associate research analyst who authored this document and whose name appears herein certifies that:  
(1) the recommendations and opinions expressed in the research report accurately reflect their personal views about any and all of the securities or issuers 
discussed herein that are within their coverage universe; and (2) no part of their compensation was, is or will be, directly or indirectly, related to the 
provision of specific recommendations or views expressed herein. 
 
GMP Analysts are not registered and/or qualified as research analysts with the FINRA and/or the New York Stock Exchange and may not be associated 
persons of GMP Securities, LLC and therefore may not be subject to FINRA Rule 2711 restrictions on communications with a subject company, public 
appearances and trading securities held by a research analyst account as defined by FINRA but are subject to the applicable regulatory rules as mentioned in 
the next paragraph.  
 
All relevant disclosures required by regulatory rules (including The Investment Industry Regulatory Organization of Canada, Financial Conduct Authority 
and Australian Securities & Investments Commission), GMP’s recommendation statistics and research dissemination policies can be obtained at 
www.gmpsecurities.com or by calling the relevant GMP office’s Compliance Department.  
GMP Analysts are compensated competitively based on several criteria.  The Analyst compensation pool is comprised of several revenue sources, including 
secondary trading commissions, new issue commissions, investment banking fees, and directed payments from institutional clients.  GMP prohibits any 
director, officer or employee of GMP from holding any office in publicly traded companies or any office in private companies in the financial services 
industry.  
 
The GMP research recommendation structure consists of the following ratings:  
 
Buy: A Buy rating reflects 1) bullish conviction on the part of the analyst; and 2) typically a 15% or greater return to target.  
 
Speculative Buy: A Speculative Buy rating reflects 1) bullish conviction on the part of the analyst accompanied by a substantially higher than normal risk, 
including the possibility of a binary outcome; and 2) typically a 30% or greater return to target.  
 
Hold: A Hold rating reflects 1) a lack of bullish or bearish conviction on the part of the analyst; and 2) typically a return of 0 to 20%.  
 
Reduce: A Reduce rating reflects 1) bearish conviction on the part of the analyst; and 2) typically a 5% or lower return to target.  
 
Tender: Clients are advised to tender their shares to a takeover bid or similar offer.  
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Country-Specific Disclaimers: 
 
Australia: GMP Securities Australia Pty Limited (“GMP Australia”). ACN 149 263 543; Australian Financial Services License No: 403684. Level 9, 190 St. 
Georges Tce, Perth, WA, Australia 6000 Tel + (618) 6141 6300 Fax + (618) 9226 1370. 
 
Any advice contained in this document has been prepared without taking into account your objectives, financial situation or needs. Before acting on any 
advice in this document, GMP Australia recommends that you consider whether the advice is appropriate for your circumstances. GMP Australia 
recommends that you obtain and consider the relevant “Product Disclosure Statement” or other disclosure documents before making any decision about a 
product including whether to acquire or to continue to hold it. 
 
Canada: GMP Securities L.P. is a member of the Investment Industry Regulatory Organization of Canada and a participant of the TSX, TSX Venture and the 
Montreal Exchange. It is registered with all the provincial self-regulatory authorities of Canada. 145 King Street West, Suite 300 Toronto, Ontario M5H 1J8 
Tel: (416) 367-8600 Fax: (416) 943-6134. 
 
United Kingdom: GMP Securities Europe LLP is authorised and regulated by the Financial Conduct Authority and is a member of the London Stock Exchange. 
5 Stratton Street, London W1S 4GA Tel 0044 20 7647 2800 Fax 0044 20 7647 2801. 
This information is issued for the benefit of persons who qualify as eligible counterparties or professional clients and should be made available only to such 
persons and is exempt from the restriction on financial promotion in s21 of the Financial Services and Markets Act 2000 in reliance on provision in the 
Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 particularly Article 19(5) for Investment Professionals and Article 49(2) for 
entities of prescribed net worth.  
Other countries: circulation of this report may be restricted by laws and regulations in other countries and persons in receipt of this document must 
satisfy any relevant legal requirements in that country.  
 
© GMP. All rights reserved. Reproduction in whole or in part without permission is prohibited. 

 
 
 

 


