
	
  
Lithium	
  Bull,	
  July	
  4,	
  2017	
  

	
  
What	
  say	
  Mr.	
  Market,	
  observing	
  the	
  below	
  public	
  lithium	
  equity	
  scoreboard	
  at	
  half-­‐time	
  2017?	
  Some	
  
observations	
  on	
  that	
  which	
  I	
  highlight	
  below	
  in	
  beige:	
  
	
  

•   If	
  you	
  want	
  liquidity,	
  list	
  in	
  Shenzen,	
  or	
  NYSE	
  –	
  or,	
  Singapore?!	
  
•   Emerging	
  Producers	
  deep	
  in	
  the	
  red	
  look	
  tempting	
  if	
  you	
  believe	
  lithium	
  demand	
  is	
  far	
  more	
  

likely	
  to	
  outstrip	
  supply	
  for	
  4-­‐5+	
  years	
  with	
  sustained	
  high	
  lithium	
  prices:	
  
o   But	
  you’ll	
  have	
  to	
  take	
  a	
  long	
  view,	
  as	
  trading	
  liquidity,	
  with	
  only	
  a	
  handful	
  of	
  

exceptions,	
  is	
  appallingly	
  low.	
  
•   Bald	
  Hill	
  (Tawana/Alliance	
  Minerals	
  Asset	
  Ltd)	
  and	
  Earl	
  Grey	
  (Kidman)	
  are	
  more	
  valuable	
  Oz	
  

hard	
  rocks	
  than	
  shovel-­‐ready	
  Altura’s	
  Pilgangoora?	
  	
  
•   Rebounding	
  Orocobre	
  overtakes	
  DSO-­‐spooked	
  Galaxy	
  during	
  Q2.	
  
•   Among	
  TSX-­‐listed	
  Argentine	
  brine	
  explorers,	
  Orocobre	
  affiliate	
  Advantage	
  Lithium	
  suffered	
  

disproportionate	
  carnage,	
  while	
  Millennial	
  Lithium	
  has	
  had	
  best	
  performance	
  YTD.	
  

	
  



	
  
	
  
In	
  the	
  Inaugural	
  Lithium	
  Bull	
  in	
  January,	
  I	
  suggested	
  7	
  projects	
  could	
  get	
  full	
  funding	
  in	
  2017.	
  
	
  

	
  
	
  

With	
  only	
  two	
  down,	
  we	
  are	
  a	
  bit	
  behind	
  schedule,	
  especially	
  against	
  a	
  backdrop	
  of	
  further	
  
lithium	
  demand	
  upgrades	
  from	
  Rosskill,	
  Canaccord	
  and	
  another	
  one	
  soon	
  by	
  widely	
  followed	
  
Joe	
  Lowry,	
  as	
  foreshadowed	
  recently	
  on	
  Twitter.	
  	
  Econ	
  101:	
  Demand	
  >	
  Supply	
  =	
  Higher	
  Prices	
  
	
  
The	
  following	
  picture	
  worth	
  a	
  thousand	
  words	
  of	
  Argentine	
  President	
  Macri	
  with	
  SQM	
  CEO	
  
Patricio	
  de	
  Solminac,	
  Lithium	
  Americas	
  President	
  John	
  Kanellitsas	
  and	
  other	
  representatives	
  of	
  
each	
  company,	
  is	
  a	
  meaningful	
  market	
  signal	
  that	
  their	
  50,000	
  ton/year	
  Minera	
  Exar	
  JV	
  project	
  
is	
  full	
  steam	
  ahead,	
  and	
  an	
  early	
  flagship	
  in	
  attracting	
  the	
  country’s	
  multi-­‐billions	
  target	
  of	
  
foreign	
  mining	
  investment.	
  Argentina	
  sovereign	
  risk	
  is	
  declining,	
  reflected	
  in	
  bond	
  yields,	
  but	
  
not	
  yet	
  resource	
  equities	
  –	
  I	
  see	
  upside	
  risk	
  on	
  sovereign	
  sentiment:	
  GDP	
  is	
  now	
  in	
  positive	
  
territory	
  from	
  last	
  quarter	
  and	
  a	
  streamlined	
  federal	
  3%	
  mining	
  royalty	
  is	
  in	
  the	
  works.	
  
	
  

	
  
	
  



	
  
The	
  following	
  few	
  words	
  addressed	
  to	
  Pilbara	
  are	
  worth	
  300	
  thousand+	
  pictures	
  for	
  each	
  ton	
  of	
  
CLEAN	
  AND	
  GREEN	
  SPODUMENE	
  concentrate	
  the	
  company	
  should	
  begin	
  to	
  produce	
  from	
  
2018/2019.	
  
	
  

	
  
	
  
Dirty	
  old	
  mining	
  suddenly	
  has	
  sex	
  appeal	
  with	
  progressive	
  governmental	
  policy	
  makers.	
  	
  	
  As	
  
articulated	
  by	
  an	
  ex-­‐Macquarie	
  banker	
  now	
  West	
  Australian	
  government	
  capital	
  allocator:	
  
	
  
http://www.skynews.com.au/business/business/company/2017/06/27/wa-­‐lithium-­‐project-­‐

secures-­‐cefc-­‐investment.html	
  
	
  
I’ve	
  been	
  using	
  a	
  similar	
  narrative	
  to	
  good	
  effect	
  at	
  neighborhood	
  barbeques	
  and	
  with	
  New	
  
York	
  City	
  friends	
  now	
  visiting	
  summer	
  hamlets	
  throughout	
  the	
  US	
  Northeast,	
  like	
  Long	
  Island’s	
  
Hamptons	
  or	
  Nantucket,	
  Maine,	
  host	
  to	
  an	
  Impact	
  Capitalism	
  Summit	
  in	
  July,	
  run	
  by	
  one	
  of	
  my	
  
high	
  school	
  buddies:	
  
	
  

http://www.impactcapitalismne.com/home.html	
  
	
  
Perhaps	
  a	
  lithium	
  track	
  at	
  that	
  venue	
  next	
  year…	
  	
  
	
  
Imagine	
  alternative-­‐energy-­‐believing,	
  U.S.	
  Department	
  of	
  Energy	
  Secretary	
  Rick	
  Perry	
  writing	
  a	
  
similar	
  letter	
  to	
  that	
  above	
  for	
  a	
  would-­‐be	
  Pilbara	
  of	
  the	
  USA,	
  Piedmont	
  Lithium	
  (ASX:	
  WCP),	
  
North	
  Carolina.	
  	
  It’s	
  not	
  the	
  craziest	
  idea	
  –	
  both	
  ALB	
  and	
  FMC	
  received	
  Department	
  of	
  Energy	
  
funding	
  from	
  the	
  Obama	
  Administration	
  for	
  lithium	
  projects	
  in	
  North	
  Carolina.	
  
	
  
As	
  did	
  Boston	
  Power,	
  a	
  name	
  which	
  came	
  to	
  my	
  attention	
  in	
  the	
  past	
  few	
  weeks	
  as	
  GSR	
  Capital,	
  
an	
  investment	
  affiliate	
  of	
  Boston	
  Power’s	
  interim	
  CEO,	
  Sonny	
  Wu,	
  announced	
  on	
  May	
  31	
  a	
  



	
  
subscription	
  agreement	
  to	
  invest	
  $20M	
  in	
  Hong	
  Kong-­‐listed	
  Burwill	
  to	
  help	
  fund	
  off-­‐take	
  
agreements	
  Burwill	
  signed	
  with	
  Tawana	
  and	
  Alliance	
  Mineral	
  Asset	
  Ltd.	
  	
  
	
  
Burwill	
  announced	
  Friday	
  evening,	
  June	
  30,	
  ahead	
  of	
  the	
  long	
  weekend,	
  that	
  conditions	
  
precedent	
  for	
  this	
  subscription	
  agreement	
  were	
  not	
  met,	
  so	
  the	
  GSR	
  investment	
  is	
  not	
  
proceeding.	
  	
  Oops.	
  	
  Can	
  financially	
  struggling	
  Burwill,	
  who’s	
  auditors	
  question	
  its	
  going	
  concern	
  
status,	
  advance	
  its	
  next	
  AUD	
  9M+	
  payments	
  to	
  Tawana	
  and	
  AMAL	
  on	
  July	
  15?	
  	
  My	
  guess	
  is	
  
Burwon’t.	
  
	
  
On	
  a	
  related	
  note,	
  I	
  observe	
  Tawana’s	
  JV	
  partner	
  Alliance	
  Mineral’s	
  market	
  cap	
  is	
  nearly	
  2X	
  
Tawana’s,	
  though	
  they	
  essentially	
  share	
  equally	
  in	
  Bald	
  Hill	
  economics?	
  	
  And	
  that	
  Alliance’s	
  
stock	
  (SGX:	
  40F)	
  trades	
  disproportionately	
  high	
  trading	
  volume	
  –	
  USD	
  2.5M	
  per	
  day.	
  	
  And	
  that	
  
in	
  a	
  June	
  16	
  insider	
  filing	
  Alliance’s	
  husband	
  and	
  wife	
  CEO	
  and	
  Corporate	
  Treasurer	
  sold	
  down	
  
their	
  joint	
  stake	
  by	
  a	
  sizeable	
  9.9%	
  block,	
  pocketing	
  USD	
  11M.	
  	
  
	
  

	
  
	
  
	
  
Caveat	
  Emptor:	
  The	
  Bald	
  Hill	
  story	
  seems	
  to	
  have	
  some	
  hair.	
  
	
  
	
  
	
  



	
  

	
  
	
  
	
  

Galaxy	
  vs.	
  Orocobre	
  
	
  
It	
  has	
  not	
  been	
  helpful	
  to	
  lithium	
  equity	
  sentiment	
  that	
  blue-­‐chip	
  emerging	
  producer	
  Galaxy	
  has	
  
fallen	
  nearly	
  40%	
  to	
  AUD	
  1.60	
  since	
  Canaccord	
  led	
  institutional	
  investors	
  to	
  invest	
  AUD	
  60M	
  
equity	
  at	
  what	
  I	
  suggested	
  looked	
  an	
  inflated	
  AUD	
  2.70	
  per	
  share	
  in	
  February.	
  	
  I	
  believe	
  Galaxy	
  
should	
  rebound	
  soon	
  –	
  the	
  selloff	
  looks	
  overdone	
  as	
  Orocobre’s	
  did	
  earlier	
  this	
  year,	
  and	
  it	
  has	
  
too	
  many	
  fans	
  and	
  good	
  liquidity.	
  Canaccord,	
  Citi	
  and	
  Joe	
  Lowry	
  have	
  all	
  come	
  out	
  strongly	
  to	
  
refute	
  Deutsche’s	
  DSO	
  scare-­‐mongering.	
  	
  
	
  
But	
  I	
  prefer	
  Orocobre	
  and	
  believe	
  its	
  investment	
  case	
  is	
  stronger.	
  For	
  current	
  lithium	
  
production,	
  Olaroz	
  is	
  a	
  far	
  better,	
  profitable	
  and	
  strategic	
  producer	
  of	
  lithium	
  carbonate	
  than	
  
Mt.	
  Cattlin,	
  a	
  short-­‐lived,	
  high	
  mica,	
  low	
  recovery	
  spodumene	
  mine	
  at	
  the	
  high	
  end	
  of	
  the	
  cost	
  
curve.	
  I	
  believe	
  Orocobre’s	
  growth	
  plans	
  to	
  35K	
  tons	
  for	
  Olaroz	
  –	
  based	
  on	
  10-­‐years	
  operating	
  
experience	
  –	
  are	
  more	
  likely	
  to	
  be	
  realized	
  sooner	
  than	
  Galaxy’s	
  Sal	
  da	
  Vida	
  25K	
  tons,	
  which	
  will	
  
continue	
  to	
  grapple	
  with	
  absence	
  of	
  strategic	
  partner	
  vs.	
  go-­‐it-­‐alone.	
  	
  	
  Mr.	
  Market	
  gives	
  zero	
  
value	
  for	
  Orocobre’s	
  Borax	
  as	
  it	
  does	
  Galaxy’s	
  James	
  Bay,	
  so	
  I	
  don’t	
  expect	
  any	
  catalysts	
  from	
  
these	
  in	
  either	
  share.	
  
	
   	
  



	
  
	
  

Last	
  3	
  months	
  ORE	
  +25%,	
  GXY	
  -­‐17%	
  
	
  



	
  
Oligopolistic	
  Pricing	
  Power	
  

	
  
No,	
  not	
  the	
  Top	
  5	
  lithium	
  producers.	
  But	
  the	
  small	
  coterie	
  of	
  London-­‐based	
  resource	
  fund	
  
managers	
  who	
  have	
  been	
  the	
  most	
  prominent	
  and	
  prolific	
  funders	
  of	
  lithium	
  developers.	
  
Leveraging	
  their	
  size	
  and	
  brand-­‐name	
  –	
  and	
  with	
  relatively	
  predictable	
  funding	
  needs	
  of	
  issuers	
  
–	
  I	
  observe	
  a	
  few	
  institutions	
  have	
  yielded	
  significant	
  influence	
  in	
  the	
  cost	
  of	
  capital	
  of	
  
advanced	
  developers	
  looking	
  to	
  fully	
  fund.	
  
	
  
I	
  reviewed	
  the	
  share	
  registers	
  of	
  11	
  lithium	
  developers	
  and	
  found	
  the	
  following	
  
disproportionality	
  of	
  institutional	
  investor	
  lithium	
  AUM,	
  summarized	
  from	
  the	
  more	
  detailed	
  
spreadsheet	
  below.	
  
	
  

	
  
	
  

Bacanora	
  wins	
  the	
  prize	
  for	
  the	
  lithium	
  developer	
  with	
  the	
  most	
  “smart	
  money”	
  institutional	
  
names	
  on	
  its	
  register,	
  along	
  with	
  a	
  well-­‐capitalized	
  and	
  credible	
  Japanese	
  off-­‐take	
  partner:	
  
	
  

	
  
	
  
And	
  yet	
  Bacanora	
  has	
  the	
  lowest	
  market	
  cap	
  and	
  is	
  among	
  the	
  most	
  illiquid	
  of	
  any	
  of	
  the	
  
Emerging	
  Producers.	
  	
  These	
  investors	
  are	
  playing	
  a	
  long	
  game,	
  but,	
  without	
  much	
  competition,	
  
can	
  dictate	
  a	
  low	
  cost	
  of	
  entry.	
  They	
  are	
  also	
  building	
  a	
  diversified	
  portfolio,	
  with	
  bets	
  on	
  other	
  
names.	
  	
  
	
  
Side	
  note:	
  As	
  US	
  public	
  equity	
  investors	
  lament	
  the	
  shrinking	
  number	
  of	
  listed	
  stocks	
  and	
  the	
  
inability	
  to	
  participate	
  early	
  in	
  companies	
  who	
  stay	
  private	
  for	
  far	
  longer	
  with	
  their	
  VC	
  
investors,	
  isn’t	
  it	
  great	
  that	
  such	
  early	
  stage,	
  high	
  growth,	
  venture	
  capital	
  opportunities	
  exist	
  in	
  
the	
  lithium	
  space	
  for	
  institutions	
  and	
  retail	
  investors	
  alike	
  in	
  public	
  equity	
  markets?	
   	
  



	
  
	
  
I	
  re-­‐iterate	
  my	
  expectation	
  that	
  the	
  rapid-­‐learning-­‐curve-­‐climbing	
  US	
  hedge	
  funds,	
  mutual	
  
funds	
  and	
  PE	
  funds	
  –	
  as	
  well	
  as	
  Impact	
  Investing	
  Millennial	
  high	
  net	
  worth	
  investors	
  -­‐-­‐	
  will	
  
follow	
  London’s	
  lead	
  and	
  soon	
  start	
  to	
  allocate	
  capital	
  to	
  the	
  lithium	
  space.	
  As	
  Tesla	
  Model	
  3s	
  
pop	
  up	
  on	
  streets	
  everywhere	
  from	
  late	
  July,	
  trading	
  volume	
  and	
  funding	
  should	
  be	
  more	
  
readily	
  available	
  for	
  the	
  seven	
  advanced	
  projects	
  above	
  and	
  more.	
  	
  And,	
  with	
  added	
  
competition	
  to	
  the	
  current	
  London	
  oligopoly,	
  lithium	
  issuers	
  should	
  also	
  start	
  to	
  get	
  better	
  
pricing.	
  	
  	
  
	
  
Consider:	
  	
  	
  
	
  

•   Several	
  US	
  Senators	
  lost	
  a	
  boatload	
  of	
  cash	
  speculating	
  on	
  an	
  ASX-­‐listed	
  biotech	
  Innate	
  
Immunotherapeutics.	
  	
  Others	
  of	
  their	
  ilk	
  surely	
  can	
  figure	
  out	
  ASX	
  or	
  TSX-­‐listed	
  green	
  
mining.	
  	
  

	
  
•   But	
  equally	
  surely,	
  some	
  issuers	
  will	
  pursue	
  the	
  Great	
  Prize,	
  realizing	
  the	
  liquidity	
  and	
  

valuation	
  benefits	
  of	
  making	
  it	
  a	
  lot	
  easier	
  for	
  the	
  average	
  “Joe	
  battery-­‐pack”	
  in	
  
Charlotte	
  to	
  trade	
  through	
  their	
  E*Trade	
  account	
  a	
  $5+	
  stock	
  on	
  Nasdaq/NYSE,	
  not	
  a	
  
sub	
  $1	
  stock	
  on	
  OTCQX	
  or	
  on	
  a	
  foreign	
  exchange,	
  which	
  is	
  cumbersome	
  to	
  trade.	
  

	
  
o   Speaking	
  of	
  which:	
  
	
  

E*Trade,	
  in	
  Bid	
  to	
  Survive,	
  Returns	
  to	
  Its	
  Roots	
  
Online	
  brokerage	
  pioneer	
  targets	
  active	
  traders	
  in	
  ad	
  campaign,	
  sets	
  
ambitious	
  growth	
  goals	
  –	
  Wall	
  Street	
  Journal,	
  June	
  30,	
  2017	
  
	
  
A	
  market	
  signal	
  for	
  “risk-­‐on”	
  US	
  retail	
  trading?	
  Funny	
  ads	
  worth	
  watching:	
  
	
  

https://www.youtube.com/watch?v=_BoUXcdFgYc	
  
https://www.youtube.com/watch?v=cLSecfkulqs	
  
https://www.youtube.com/watch?v=cLSecfkulqs	
  
https://www.youtube.com/watch?v=yRGHG_C-­‐dl0	
  

	
  
•   To	
  take	
  a	
  progressive	
  lithium	
  narrative	
  to	
  the	
  extreme,	
  one	
  could	
  argue	
  that	
  lithium	
  is	
  

helping	
  clear	
  China’s	
  pollution	
  and	
  thus	
  is	
  like	
  a	
  drug	
  that	
  helps	
  prevent	
  lung	
  cancer.	
  	
  
And	
  the	
  lithium	
  equity	
  scoreboard	
  above	
  akin	
  to	
  a	
  universe	
  of	
  biotech	
  public	
  venture	
  
capital,	
  several	
  of	
  which	
  will	
  secure	
  unicorn	
  status	
  and	
  continue	
  to	
  partner	
  and	
  perhaps	
  
be	
  bought	
  by	
  strategics	
  at	
  inflated	
  valuations.	
  

	
  
•   Envision:	
  Democratic	
  Senate	
  Minority	
  Leader	
  Chuck	
  Schumer	
  standing	
  arm-­‐in-­‐arm	
  with	
  

Republican	
  Senate	
  Majority	
  Leader	
  Mitch	
  McConnell	
  alongside	
  re-­‐trained	
  Kentucky	
  coal	
  
miners	
  developing	
  lithium	
  deposits	
  in	
  North	
  Carolina…	
  



	
  
	
  

Lithium	
  Institutional	
  Investor	
  Oligopoly	
  

	
  



	
  
	
  

Disclaimer	
  

Lithium-­‐ion	
  Bull	
  (Forest	
  Hills)	
  is	
  a	
  periodic	
  publication,	
  written	
  through	
  my	
  advisory	
  firm	
  
RK	
  Equity	
  Advisors,	
  LLC.	
  I	
  may	
  act,	
  or	
  may	
  have	
  acted	
  in	
  the	
  past,	
  as	
  a	
  financial	
  advisor,	
  
or	
  capital	
  raiser	
  for	
  certain	
  of	
  the	
  companies	
  mentioned	
  herein	
  and	
  may	
  receive,	
  or	
  may	
  
have	
  received,	
  remuneration	
  for	
  services	
  from	
  those	
  companies.	
  I,	
  RK	
  Equity	
  as	
  well	
  as	
  
their	
  respective	
  partners,	
  directors,	
  shareholders,	
  and	
  employees	
  may	
  hold	
  stock,	
  
options	
  or	
  warrants	
  in	
  issuers	
  mentioned	
  herein	
  and	
  may	
  make	
  purchases	
  and/or	
  sales	
  
from	
  time	
  to	
  time,	
  subject,	
  of	
  course,	
  to	
  restricted	
  periods	
  in	
  which	
  we	
  may	
  possess	
  
material,	
  non-­‐public	
  information.	
  The	
  information	
  contained	
  herein	
  is	
  not	
  financial	
  
advice	
  and	
  whether	
  in	
  part	
  or	
  in	
  its	
  entirety,	
  neither	
  constitutes	
  an	
  offer	
  nor	
  makes	
  any	
  
recommendation	
  to	
  buy	
  or	
  sell	
  any	
  securities.	
  

	
  


