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ED HARRISON: Welcome to Investment Ideas. I am your host, Ed Harrison. I am talking to, for 
the second time here now, Howard Klein of RK Equity. Howard, great to have you on. 
 
HOWARD KLEIN: Great to be back, Ed. Wonderful to see you and wish it were in person. 
 
ED HARRISON: I wish you were in person as well. You were one of the first people that I spoke 
to on this show that we have here at Investment Ideas. That was back in March of 2019. I remember 
actually, when we talked, we talked about the fact that you really have gone deep into the lithium 
space. You are a long term, natural resources, investor, advisor, but you are full on into in terms of 
lithium now. 
 
HOWARD KLEIN: Yes, that is right. RK Equity has been in business for nearly 20 years. Lithium 
came on the scene in first Obama-Biden administration in 2009. I have been looking at lithium for 
11 years. Then the last four, I have devoted almost all my time to battery materials, which include 
nickel and graphite, but I have spent about 90% of that time on lithium, started writing a newsletter 
called the Lithium Bull, started a podcast called the Lithium Ion Rocks. This year, just a few months 
ago, we launched our own YouTube channel called Rock Stock Channel, just further educating 
investors, institutional and retail investors alike on what is a very niche commodity with a very 
significant growth, with a continued growth potential for the next 10 years or so. 
 
ED HARRISON: Rock Stock investments, indeed, because you gave me in March of 2019, three 
different trades, which have done really well actually, I think you were telling me before we started 
here that, and actually, I think at the time, you were telling me, do I need to go with the six- to 24-
month time horizon? You did. In fact, we are not quite out of that horizon yet, but there has been 
some massive outperformance in recent days. I tweeted out that we are going to be talking and you 
tweeted back what the performance was. The three names I am talking about are Albemarle. I am 
talking about Livent, and I am talking about Piedmont Lithium. Talk to me about how those 
investments have performed and why. 
 

 
 
HOWARD KLEIN: Sure. Look, I was cautious on the six- to 24-month because I sensed an 
oversupply for much of last year, which did happen. Then COVID, earlier this year, did exacerbate 
that. In March of 2019, the trade war under Trump was affecting Chinese demand. Later that year, 
China actually reduced subsidies so and then COVID happened in 2020. A number of the stocks 
actually Albemarle, when we were on the show, is like 86, it went as low as 50. I was a little bit 
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embarrassed. I tweeted actually about six or eight months after that we still had time for it to play 
out, but a lot of the outperformance has happened in the past couple of months that they have 
turned good.  
 
That has largely been because post March, April, when everyone did not know what was going to 
happen with COVID, post the stimulus, fiscal and monetary on a global basis, COVID has proved 
to be an accelerant of a lot of technology things. We are talking on Zoom, but it is also in the EV 
thematic and in particular in Europe, and of course, with Tesla. Tesla was a 50 billion market cap 
at the time, and I was unsure. Is it a car company? Is it a technology company? My bet was always 
to invest in what I call the upstream fuel or upstream powering. 
 
Batteries are the fuel, lithium goes into batteries. I was saying that is like the oil is to car, better to 
put your money there than put your money in the car company, and I was completely wrong about 
that. You should have not invested in lithium at all, just put all your money into Tesla because Tesla 
was up 10 times since that point. Yes, the performance of these lithium stocks had done well, but 
not nearly as well as that. I still believe that fundamental thesis from here is Tesla or lithium stocks 
that I am tracking going to outperform with a five-year time horizon.  
 
I believe a lot of lithium companies we cover are a great way to play not, just Tesla, but the past-- 
since Tesla has gone up five times in value, our major phenomenon has been in the special purpose 
acquisition company land, the EV themed stocks, some 12 or 13 companies have raised $7 billion, 
and many of which are pre-revenue, call it public venture capital type companies at very high 
valuations. That tells you that there is a lot of demand for EVs. It has legs. I believe a lot of lithium 
companies we are going to talk about today are EV themed equities that on a relative basis to these 
EV theme SPACs, are significantly undervalued and could be thought of differently and revalued. 
 
ED HARRISON: It sounds like you are still bullish on some of these investments that you had. We 
are going to talk to that a little bit about where you want to go with those three, any others that 
you might want to add or subtract. Also, I want to get back to this whole thing about Tesla, because 
in the first interview that we had, you and I, we were talking about the lithium market being poised 
to grow 20% a year, and that is on the back basically of the electric vehicle market. Maybe you 
can-- because we did not have enough time the last time to talk about the dynamics of the market, 
we are a little more free flowing now. Maybe you can talk to me about why lithium is so central to 
electric vehicles. 
 
HOWARD KLEIN: Sure. Well, the battery is central to the electric vehicle. People are calling 
batteries a platform technology in a way that semiconductors were platform technology. No matter 
what battery formulation you are focused on, they all need lithium. There are different things that 
go into different types of batteries. There could be iron or cobalt, or graphite, but the common 
denominator to all the electric car batteries is lithium. There are different types of lithium, there is 
lithium hydroxide, and lithium carbonate. China uses more of carbonate and Western OEMs are 
using more hydroxide. That is because of the nickel content that is in the batteries.  
 
I do not want to go into a long discussion of battery chemistry as I am not an expert there, but on 
balance, you need longer range and more power. To have long range and more power, you need 
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more nickel in your batteries. If you need more nickel, you need more lithium hydroxide. There is a 
number of lithium producers, the lithium market is still very small. Yes, the market is forecast to grow 
some 20% a year. However, it was about flat growth last year because of COVID and a whole 
host of other reasons, but that is now going to continue to accelerate.  
 
Within that 20%, though, hydroxide is forecast to grow like 40%, whereas carbon, it is looking to 
grow maybe 10% to 12%. The super high growth area is hydroxide. There is an element of-- like 
so many things, China and non-China. COVID has actually brought supply chain resilience even 
more into the fore and right now, something like 83% of all lithium is processed in China. That is 
untenable.  
 
I focused my business mostly on companies who are developing deposits outside of China, and that 
could process the materials outside of China and sell them to non-Chinese customers, Chinese or 
non-Chinese customers outside of China, so largely Western Europe and North America. Hydroxide 
is a greater focus than it is carbonate and there is only three companies really, lithium companies, 
that are supplying Tesla today. One of them is Chinese, it is called Ganfeng. The other two are 
Albemarle and Livent.  
 
The third thing would happen since we last spoke and the reason for Piedmont's outperformance is 
that they became a Tesla supplier or are becoming a Tesla supplier. They signed an agreement 
whereby Piedmont is going to deliver a precursor to lithium hydroxide, which is called spodumene 
coming from a mine that they have in North Carolina but that thesis is North Carolina going to 
Texas, much shorter travel distance than let us say Australia going to China going to Japan and 
then going to Nevada, which is the typical, historical and even today, route that lithium travels 
significantly.  
 
It is not as sustainable to do that. Anyhow, that is what I am focused on. That is where the growth 
is. Yes, 20% was before battery day, before Tesla had announced their battery. They announced 
some massively aggressive aspirations, what they call your big, hairy audacious goals, BHAGs. We 
have not even factored that into our modeling. My partner, Rodney, analyzes this in great detail, 
but just to frame it relatively easily, we are now in 2020 and the lithium market is about 300,000 
tons, at about $10,000 a ton, that is just $3 billion in revenue market. Really, really tiny.  
 
By 2030, pre-battery day forecast, that is forecast to grow to 2 million tons, so it is 1.7 million ton 
increase, it is more than six times growth, that is about 50 to 75 plants that need to be built that 
cost $600 million each producing, let us say, 20,000 tons of lithium chemicals, lithium hydroxide or 
lithium carbonate. It is about a $30 billion to $40 billion dollar CapEx need, which sounds big. It is 
very small if you think about it in oil equivalent terms. In average, super majors spend $25 billion 
a year on CapEx, but in this tiny industry, it is a lot of CapEx, the existing players in the industry do 
not have enough money for that CapEx. Outside money needs to come in here either through 
strategics, or through aggressive public equity optimism, like we are seeing in the market in the last 
few months.  
 
That is what is very exciting. In America and in Europe, there are interesting lithium deposits and 
there are chemical skills in this country. I see a lot of plants and mines being built in America, in 
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Canada, Mexico, and Europe to service the North American and European markets. Yes, I see that 
the next 10 years is going to be very good. It has been good from an investment point of view, but 
my advisory business advising the players in this business, it is boom time again. 
 
ED HARRISON: I can imagine it is. My first question is about that bifurcation between China and 
the rest of the world in terms of why 83% is happening in China? What are the political risks 
associated with that? Why is it that you are focused on the areas outside of China? 
 
HOWARD KLEIN: Well, China has a long term focus. We put the business school together, hence 
we were all globalists in our mindset. For much of the 1990s, 2000, everything was like offshore to 
China. They just make it cheaper there and it was all about efficiency. As China has developed, 
and they have been very happy to take technology from the world and they had policies toward 
technology transfer. In the last five or 10 years, they have identified certain industries under Xi 
Jinping, has made in China 2025 plan and the Belt and Road initiative, which is really started 
around 2017.  
 
They have been planning before then, but they see electric vehicles as one of those Made in China 
2020, global industries where they can leapfrog the internal combustion engine economy because 
they cannot really compete there. They have been very good at processing raw materials. They 
have done it in aluminum industry. They have done it in the steel industry, in many industries and 
they are good at processing, even though if they are short on raw materials. These industries are a 
little bit dirty. They need to be made cleaner, but in general, chemical businesses are chemical 
businesses.  
 
America was not so focused on lithium, let us say specifically, or battery materials generally. The 
lithium market and the electric vehicle market other than Tesla has been mostly a China market until 
about last year. Europe is about to overtake China and Tesla's aspirations, America is going to 
catch up but for the last number of years, the EV story has been a China story. BYD which Warren 
Buffett invested in, and CATL, a battery champion, are companies that were developing these 
electric vehicles, the government was subsidizing it.  
 
Then they just were not smart enough to think all the way upstream on the supply chain. Recognizing 
they do not have a lot of great resources internally, they bought or invested in good quality 
resources outside the country, but they brought the chemical expertise locally. Even a company like 
Albemarle and Livent has a lot of processing plants in China, because they are servicing the Chinese 
market and the Chinese have those skills. As Europe, Europe just cannot rely, like BMW and 
Volkswagen have announced lithium hydroxide agreements with a Chinese company. They are 
basically saying, Ganfeng, we are going to get 100% of our supply from a Chinese company, they 
cannot do that.  
 
They do not buy tires that way. They do not buy steel that way. They have to diversify their supply 
but right now, it is a very small market. There is not a lot of supply. They are having to think like 
Ford had to think in the 1930s and 1940s about building rubber plantations in order to get tires, 
Fordlandia. That is what Tesla is doing to some extent, by investing in or giving Piedmont an offtake 
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agreement, a five-year binding supply agreement. They themselves, Tesla announced that they are 
getting into the lithium hydroxide processing business.  
 
They are entering the lithium business, in addition to the cathode business, in addition to the battery 
business, on top of their EV business because there is not enough supply. When they are doing it, 
they want to do it in a sustainable way, and they want to do it in a very fast manufacturing way. 
Working capital management, manufacturing requires close proximity. They cannot be waiting 
weeks for materials to come from China and adjust in time scenario to the Texas Gigafactory or the 
Tesla terrafactory. By having material come from North Carolina to their hydroxide plant in Texas, 
and their hydroxide plant, feeding a cathode plant, which is then feeding a battery plant, which is 
then feeding an EV plant, all of it in close proximity is not only supply chain resilient, it is 
manufacturing and working capital management efficient. 
 
ED HARRISON: It is interesting that you talked about Piedmont because we can now go into some 
of those investments that you were talking about back in March 2019. Starting with Piedmont 
because Piedmont, I would think, is the most speculative of the three that you were talking about. 
You said Albemarle, S&P 500 company, rock solid, that is where I concentrated. Then you talked 
about Livent and then you talked about Piedmont as a pre-production company. Talk to me about 
what has happened between March 2019 and today in terms of Piedmont's profile, and then given 
where the stock is today, which is almost $30 a share, how would you rate the company having 
peaked at around $43 in the interim between when we spoke last time and today. 
 
HOWARD KLEIN: The perception of risk of for Piedmont-- but one, Piedmont is much less risky 
now that they have an important customer and counterparty. When you are a predevelopment 
company, just proving yourself worthy of being a supplier to anybody is important. A brand like 
Tesla definitively validates and de-risks the Piedmont story, it is not fully de-risked, they still need to 
raise a lot of capital and they need to get permitted and they need to build their plant and they 
need to deliver on spec. There is still risks associated with it. Piedmont is less risky than it was, but 
the perception of risk generally varies in the market.  
 
Going back to those EV SPACs, before Tesla went parabolic, Henrik Fisker right, a failed 
entrepreneur, he went bust. He came to market with Fisker at the same time that Elon Musk did, and 
then he vaporized however much money. He was looking to raise money privately, and so was 
Hyliion and so was a number of other companies, but the market started valuing these pre-
production EV companies at very high valuations. You just said, if the public market will take a pre-
revenue company like Fisker, and give them a billion dollars, then we will go public.  
 
I would argue that Piedmont is materially less risky than Fisker or Nikola, or Hyliion or any one of 
these other companies that are trading at 3 billion, 5 billion. QuantumScape is a solid state battery 
company and they basically told the market where it was priced on one times 2027 revenue, or 
2027 EBITDA. They are saying, oh, yes, it is not even a proven technology. They have a, I do not 
know if it is a $10 billion or $20 billion valuation. They have good investors and so does Piedmont 
now. They have Tesla as a partner. A lot of these valuations-- again, the relative risk, I see Piedmont 
at three or 400 million in market cap as significantly undervalued compared to the companies I just 



			
	

December 3rd, 2020 - www.realvision.com  7	

Investment Ideas: Howard Klein: Return of The Lithium Bull 

mentioned, but also relative to one SPAC that went public is a raw materials company, MP 
Materials.  
 
MP Materials is a rare earth mine in California. Now, they merged with a SPAC backed by Fortress, 
and Chamath Palihapitiya is involved in there and you interviewed are our alum, Lee Cooperman. 
He invested in that company, as well. That has a $3.5 billion market cap, and they were basically 
just selling rare earth oxides to China to be processed in China. Their plan is to process those in 
America. They raised the money to do that, but they told the market we will have $250 million of 
EBITDA in 2023.  
 
The market is eating it all up. They have a huge market cap. Piedmont, likewise, could very easily 
have $250 million in EBITDA by 2024 or 2025, maybe one or two years later than MP Materials 
but it is trading at one 10th the valuation. I still very much see very significant upside in Piedmont 
because you get that rerating from a pre-production company and materialize it into an operating 
company. It still is public venture capital in the same way that all of those EV SPACs are public 
venture capital, but that is where the upside is. There is a lot of catalysts coming forward in the next 
year to unfold as Piedmont is on a path to production by 2023.  
 
It is not that far away, and it is very scarce. It is similarly scarce as a North American hard rock 
mine, the only hard rock plain vanilla lithium mine in the United States, in the same way that MP 
Materials, is the only hard rock rare earths mine in the United States. I see a lot of similarities in 
that. Anyone who is watching this or is playing MP Materials SPAC should be looking at Piedmont 
in a very similar way. Evercore just raised $58 million for them, a number of the investors that came 
into that placement are playing all of these SPACs. These are generalist investors who want EV 
themed growth equities. 
 
ED HARRISON: By the way, what are your thoughts about MP and SPACs in general at this 
juncture, because that is a huge disparity, that one 10th price that you were talking about when 
there is only a one- or two-year lag in terms of EBITDA going forward? What do you think about 
the SPAC space for lithium, for resources, MP in particular, and then just SPACs in general? 
 
HOWARD KLEIN: Let me start with the SPACs in general. I have been involved in the SPAC market 
since 2004, so I have watched this evolution. I was involved in a deal that took Jamba Juice public 
and also American Apparel, two California companies who want a smoothie chain on a parallel 
chain. I have watched the evolution of the deal structure, and I have watched it mature as having 
a blue chip marquee investors, but it is in my opinion, a bull market vehicle. The record issuance 
this year is a reflection of a bull market vehicle.  
 
Why are we in such a bull market? We have low interest rates, lots of zero commission trading, 
Robinhood, a lot of board kids trading stocks. In general, SPACs are-- we are in a bull market, there 
is no question about. It does have a feel of 1999 and the music may stop, we do not know. 
Valuations are excessive, and like I said, Fisker, Hyliion, all these companies would not have been 
able to go public six or 12 months ago. Maybe it was the Virgin Galactic with Chamath Palihapitiya 
and Nikola going public earlier this year, the success of those. Wall Street is just a machine. When 
something starts to work, then they jam everything down your throat. That is what is happening.  
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Everybody who is an EV theme story, all the bankers are saying we can take you public, and so 
that is happening. There is a lot of overvaluation and a lot of the EV theme SPACs. There is no 
question about it. I am not invested in any of them. I played MP Materials at $11. It came out of 
the gate, and it was an EV theme SPAC that did not pop. It was announced, it only went to like $11 
from $10, $11.5. I said, there is something wrong there. I bought it knowing that it if it did not get 
voted down, or if it got voted down, my downside was $10. I bought that and now, it is over $20.  
 

 
 
I sold a fair bit of it, because I am looking at it relative to another company that is actually trading 
in Australia and has ADRs called [?]. They have more revenue, more EBITDA, and it is more cheaply 
valued. I am more of a value guy than a growth at any price guy. SPACs, many of these companies 
are not going to succeed. At the same time, valuation is in the eye of the beholder. We started at 
Columbia, and I cannot make sense of a lot of the valuations that are in the market. Tesla's pricing 
in a huge amount of optimism.  
 
I am still very much a resource guy. There has been a rotation to some degree. I am a big believer 
in cycles, and you have had a 10-year bear market in commodities. You have had a number of 
people, gold on your show, like Tom Kaplan and others like that. I believe that there is good value 
in mining generally, so companies like Rio Tinto, BHP, I bought an ETF called PICK, PICK, which is 
non-gold earlier this year, because it is trading at a 6% dividend yield, or 5% or 5%, 6% dividend 
yield and these companies are trading at like six, seven times EBITDA and commodity prices are 
going to rise, and you are seeing it.  
 
Copper is up, so there is value in mined commodities generally. I am not so much talking about 
gold. I am not talking about oil, but just mined commodities as a hated sector is a good place where 
you can still find the value and you are going to get price appreciation. Within that, the EV battery 
materials theme, so whether it be lithium, nickel, copper is a technology metal as well. There is 
graphite, manganese, some niche metals, there is a lot of opportunity to make money. In Greenfield 
and Brownfield opportunities, they are the growth equities feeding the EV theme. I think that answers 
your question. 
 
ED HARRISON: It definitely does. It is a good transition into Livent because right before this, we 
talked about Livent as not entirely speculative, but somewhat more so than Albemarle. It is not an 
S&P 500 company. They are a supplier to Tesla. The question is, how do you look at it today? 
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Because you were telling me, yes, the fundamentals and the pricing have changed? I am not quite 
as bullish on it as I was when I spoke to you last time. Is that a fair assessment? 
 
HOWARD KLEIN: That is a fair assessment on Livent. What has changed since March of 2019 is 
the Argentina situation has deteriorated significantly. The government changed, inflation and debt 
and extremely weak. Livent's principal asset is in Argentina. They invested a fair bit of money in 
2019 in that asset. At the same time, the downturn in lithium resulted in their earnings and cash flow 
to have deteriorated significantly. They were investing, and actually, they made some mistakes from 
just a capital markets point of view, they had a short term revolver that they were using to make a 
long term investment. Then they were running, and they were breaching their covenants earlier this 
year, they need to refinance that with a convert. 
 
Bottom line, they do not have much volume growth. They have price growth. The share has 
appreciated a lot in the past month or two, largely on short covering. It was a very heavily shorted 
stock and Albemarle is benefiting from that as well, the short covering in October and November, 
post battery day from Tesla, as people have started pricing and enthusiasm, medium to long term 
for lithium. I think Livent's price has gotten ahead of itself. I think it is an acquisition candidate, I 
think people might want to buy it, but they may pause because they do not love Argentina but there 
are very few companies.  
 
Tesla only has qualified three companies, Livent is one of them. Their technology expertise internally 
is somewhat scarce and they are undergoing a bit of a change in strategy. They just invested in a 
Quebec hard rock mine that is similar to Piedmont's mine in North Carolina. We always thought 
that Piedmont might get bought by Livent or it would be a bidding war between Albemarle and 
Livent, but have manufacturing facilities and people and skills in North Carolina. It is literally right 
next door to them. Livent has not invested and Albemarle have not invested in Piedmont but Livent 
is investing in a similar company in Quebec called Nemaska that actually went bankrupt.  
 
They are helping turn it around with the help of the Quebec government and a private equity firm 
called Pallinghurst, but they have a lot of learning to do in hard rock and a lot of demands on their 
capital, and the stock is relatively richly valued. They have price growth. If there is a price spike in 
lithium hydroxide, which I think is possible in the second half of next year, but even that, on an 
EBITDA basis, that is already priced in. I would call that a hold. Whereas Albemarle, Albemarle 
too is at $136. Their peak was like $140.  
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Do I think it could be a $200 stock? Absolutely. Within six to 24 months, if you want to think about 
that timeframe. I would be more comfortable with Albemarle because they have volume growth 
and they have more than just one asset. They have the best hard rock mine in Australia, and they 
have the best brine in Chile. Then they have processing facilities in China, and they are developing 
them in Australia as well. Then they have other businesses. They have bromine and catalyst 
businesses, which are on balance cash flowing businesses. The catalysts are tied to the oil market, 
so you might get hurt a little bit there, but they have proven themselves. 
 
They have taken some cost reduction measures. They continue to pay dividends, and they have not 
missed a beat on their dividends. I believe Albemarle is the biggest cap, is the biggest lithium 
company in the world, which is not saying much. That is $1.5 billion in revenue and $400 million 
of EBITDA is the biggest lithium company in the world. I think the stock, people will ignore the 
bromine and the catalyst business, and they will just trade that as the lithium play. In a world in 
which MP Materials or any of these other SPACs are being overvalued, the prospect of Albemarle 
becoming overvalued is high. 
 
ED HARRISON: To sum it up from what you are saying, it sounds like there are two winners and 
one whole of the two winners, that is Albemarle and Piedmont. Which of the two do you like the 
most? Do you have any price targets for either one of those two? 
 
HOWARD KLEIN: I said Albemarle, I think Albemarle could be a $200 stock in a six- to 24-month 
timeframe. I will stick to that, and we can revisit that at some point. I think Piedmont could easily be 
worth a billion dollars in six to 24 months. It is currently at-- I am not actually sure, maybe $300 
million or $400 million. It does have probably some dilution ahead of it, because it will need to 
raise some equity ahead of that but just when Evercore recently raised capital for them, they priced 
it on a 2025 EBITDA basis.  
 
They said, you are going to have $240 million of EBITDA in 2025, put an 8.5 multiple on that, that 
is a $2.3 billion valuation in five years. Discount that back to the present, factor in that you are 
going to have to raise some equity, that is like a 30% to 35% return over a five-year time period to 
a $2.3 billion valuation. I think it could be a billion or more, so this could be $100 stock in six to 
24 months. 
 
ED HARRISON: There is a lot of upside there, apparently. Great. That rounds out-- there is still a 
ton to talk about in terms of the space, Europe, China, US, what is going on in the actual EV space, 
but I think we will leave it there for today. Maybe we can have you come back, and you can give 
us a primer on electric vehicles and the space. It has been a pleasure to talk. 
 
HOWARD KLEIN: I would be more than happy to do that. I would also suggest you could speak 
to my partner, Rodney Hooper, who is a bit more technical than I am and we are regularly speaking 
with in videos like this, just broadening and further educating the market about really interesting 
investment opportunities. It is highly nuanced and requires some research. Real Vision is doing a 
great service to help broaden the knowledge of this space. 
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ED HARRISON: Thanks again, Howard. Appreciate it. 
 
HOWARD KLEIN: Thanks, Ed. Take it easy.  
 


