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Stock Data
Ticker BMNLN  Byshveld is an integrated vanadium mining, processing and technology businesses.
PEIC U 320 The South African group owns 74% of Vametco and 100% of the Vanchem. Bushveld
Market Cap: £117m Energy (84%) is developing solar powered, Vanadium Redox Flow Battery mining grid.
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Production of vanadium and ferrovanadium rose by 28% in the second half to
2,018 mtV to make 3,592mtV for the full year

Sales were 14% lower yoy at 3,314 mtV due to logistics issues with December

shipments which cut Q4 sales by 30% yoy.

e Production at Vametco beat our forecast but was 7.5% lower than last year

causing unit cost to rise by 31.1% yoy.
combined with a kiln shutdown raised costs by 36.5%
end.

e Guidance for 2022 production and costs
o Group production of 4,200- 4,400 mtV in 2022

o Vametco: 2,450- 2,550 mtV with costs of $22.7-23.5/kgV

o Vanchem: 1,750- 1,850 mtV, with cost $27.7-28.4/kgV

e Target : Production run rate of 5,000-5,400mtV by the year-end

Production at Vanchem rose 15% yoy while changing the mix of products

Inventory: Unsold inventory of 278 mtV (worth ~$9.1m) due to Covid and other
disruption to logistics, though there is always some unsold inventory at the year

o Vametco run rate to maintain stable and consistent output at 2,800mtV
o Vanchem to hit a run rate of 2,600mtV by end 2022 and to more than

double in 2023.

(Dec year end) UssS 2019 2020 2021E 2022E 2023E 2024E
FeV price S/kg 55 25 35 35 38 38
Vanadium Production mtV 1,859 2,685 3,591 4,310 5,718 7,737
Vanadium Sales mtV 2,392 3,842 3,313 4,488 5,718 7,737
Sales* Sm 116.5 90.0 119.6 162.0 224.1 303.2
Cost of Sales Sm -45.8 -73.4 -99.5 -107.3 -131.7 -176.1
Admin costs Sm -38.1 -31.5 -16.8 -20.5 -25.2 -26.8
Other costs Sm -4.2 -5.5 -12.6 -17.1 -22.5 -30.4
Depreciation Sm -10.4 -17.9 -17.6 -18.5 -20.0 -20.0
Operating profit Sm 22.3 -32.8 -14.4 15.7 47.3 80.2
Finance & other Sm 1.9 -4.7 -7.9 -9.0 -10.4 -7.8
Pre-tax profit Sm 83.3 -37.5 -22.2 6.7 36.9 72.4
Tax Sm -14.0 0.5 5.0 -2.0 -4.1 -12.0
Post-tax profit Sm 69.2 -37.0 -17.3 4.7 32.8 60.4
EPS Sc/s 5.51 -4.22 -0.83 0.27 0.90
PE X 6.4 - - - 45.4 13.5
EV/EBITDA X 13.6 - - 10.3 4.9 3.5
EBITDA Sm 28.4 -20.4 -9.3 17.1 44.8 69.9
FCF (100%) Sm 13.9 -22.5 -56.2 -8.4 2.0 31.7

Source: SP Angel, Bushveld, Vametco & Vanchem
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Bushveld Continued...

e Bushveld posted strong gains in the second half after a challenging start to the
year. Production guidance is weighted towards the second half 2022 offering
another 608-808mtV of mainly ferrovanadium production.

e We expect unit costs to fall materially this year as management focus on stability
and more efficient production though the relative strength of the South African
rand remains an issue.

e Vametco: the Vametco mine had a good Q4 mining 22% more ore and a grade
that was 58% higher yoy

o Concentrate grade improved by 4.9% yoy in the plant helping recovery
rates to to improve 1.7% to 72.7%

o Somehow Nitrovan FeV production fell 0.4% to 700mtV in Q4 despite
the better performance indicating some material may still be in the
system

o Production for the year fell 7.5% yoy to 2,453mtV but was higher than
our 2,308 mtV forecast. Production should pick up slightly in 2022 to the
guidance above.

o Vametco cut C1 costs in Q4 to $22.9/KgV resulting in an average
$24.0/kgV for the year representing a 31% yoy increase.

o C1 Costs should fall in 2022 though much will depend on operational
stability.

e Vanchem: FY vanadium production rose 15% to 1,138mtV and better than our
1,108mtV forecast for the year

o Q4 Total vanadium production came in at 262mtV vs 261mtV a year
earlier.

o Vanadium production was stable though the mix changed to increase
production of ferrovanadium to 204mtv vs 148mtV yoy

o Vanchem C1 costs rose 36.5% yoy to US$30.6/kgV.

o Q4 C1 costs also rose by 43.1% due to clay and silica in the ore coating
the kiln and requiring shutdown and cleaning.

o This was due to the mining of ores from the Upper Seam at Vametco
with rain affecting the quality of the ore extracted.

o The problem has been largely resolved though better mine control and
will be more fully resolved through the use of a magnetic separator
ahead of the kiln feed to ensure 1.6-1.7%V205 grade with low silica and
calcium content.

e Cash and cash equivalents came to $15m at the year-end vs US$25m at end
September.

e Capex: Bushveld expects to spend around $17m this year versus $29m in
2021 which included $10.5m invested in Enerox Holdings

o Vametco capex ZAR78m ~$5.1m

o Vanchem capex ZAR127m ~ $8.3m

Mokopane ZAR3m ~$0.2m

BELCO ‘Bushveld Electrolyte Company’ ZAR37m ~$2.4m
Bushveld Energy ZAR10m ~$0.7m

o O O
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¢ Vanadium prices: vanadium prices have recovered from a low of $24.5/KgV in
September to ~$33/KgV today in China with reports on strong demand for
stainless steel in the region.

e Prices posted $35/mtV in Q4 according to the Metal Bulletin and remain at
$33/kgV according to Asian Metals

e European ferrovanadium prices have risen this week to 38.25/kg from
USS$37.25/kg a week earlier in China though Asian Metals report that Chinese

metals inquiries have calmed down this week ahead of China’s Lunar New Year
holiday.
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Source: Asian Metals. Vanadium Nitride 14%min EWX China, CNY.

Outlook: the outlook for vanadium is driven by relatively strong demand for
structural steel.

Rising steel production in the US is driving ferrovanadium prices higher in the region.

China. While China suffered a stalling of the property market last year as
Evergrande teetered on the brink of outright collapse, the authorities have stepped in
to avert the disruption of bankruptcy and are now seen as stimulating the economy
through the activation of new infrastructure projects

VRFBs: The ongoing, but somewhat slow, development of Vanadium Redox Flow
Batteries is beginning to gain pace with China planning 100s of megawatt hours of
vanadium flow batteries. While it is difficult to gauge exactly when this demand will
appear Bushveld estimate demand of >9,000t of vanadium pentoxide will be
required to formulate the electrolyte for these batteries.
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Valuation:

We have revised our valuation to 31p from 33p due principally to higher unit costs
incurred in the first half 2021 at Vametco due to Covid and furnace repairs at
Vanchem due to silica and calcium in the feedstock caused by poor mining in heavy
rain.

The relative strength of the South African rand did not help either. Fortunately, these
issues should now be past.

Management appear more cautions with guidance given recent operating run rates
and the business looks placed to benefit from an uplift in both production and
Vanadium prices.

We feel we are being cautious with our vanadium price forecast where we are using
the current $35/Ib price as seen in Europe and the US for 2022. Prices are higher in
China but translate to a lower $32.7/KgV after accounting for import tariffs.

We have also adjusted our longer-term ferrovanadium price to $38/KgV from
$40/KgV though we are hopeful that we will be upgrading this price forecast when
Biden’s new infrastructure bill is passed which should lead to a significant uplift in
demand for structural steel.

US regulations require a greater proportion of vanadium in US used steel and this
should have a disproportionate impact on vanadium demand.

China has also made recent comments on stimulating the construction of additional
high-speed rail and other infrastructure projects to maintain strong economic growth
again requiring more vanadium input.

Game changer: While demand for structural steel is the current price driver, VRFBs
may well be a game changer for the industry this year.

VRF Batteries utilise around 10t of vanadium pentoxide per MWh. The material is
near 100% recoverable and is not used up in the energy storage process.

The total market size of the vanadium market is around 110,000MtV pa indicating
that additional demand for 9,000t of V205 will provide significant support to pricing.

China became a net importer of vanadium in 2020 supporting our view of a market
deficit in supply vs demand through the year. While this deficit was probably
provided for out of stocks from Evraz and Glencore we suspect surplus stocks will
be low and for prices to lift as inventories are drawn down.

*SP Angel act as nomad and broker to Bushveld
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DISCLAIMER: Non-independent research

This note has been issued by SP Angel Corporate Finance LLP (“SP Angel”) in order to promote its investment services and is a
marketing communication for the purposes of the European Markets in Financial Instruments Directive (MiFID) and FCA’s Rules. It
has not been prepared in accordance with the legal requirements designed to promote the independence or objectivity of
investment research and is not subject to any prohibition on dealing ahead of its dissemination.

SP Angel considers this note to be an acceptable minor non-monetary benefit as defined by the FCA which may be received without
charge. In summary, this is because the content is either considered to be commissioned by SP Angel’s clients as part our advisory
services to them or is short-term market commentary. Commissioned research may from time to time include thematic and macro
pieces. For further information on this and other important disclosures please the Legal and Regulatory Notices section of our
website Legal and Regulatory Notices

While prepared in good faith and based upon sources believed to be reliable SP Angel does not make any guarantee, representation
or warranty, (either express or implied), as to the factual accuracy, completeness, or sufficiency of information contained herein.
The value of investments referenced herein may go up or down and past performance is not necessarily a guide to future
performance. Where investment is made in currencies other than the base currency of the investment, movements in exchange
rates will have an effect on the value, either favourable or unfavourable. Securities issued in emerging markets are typically subject
to greater volatility and risk of loss.

The investments discussed in this note may not be suitable for all investors and the note does not take into account the investment
objectives and policies, financial position or portfolio composition of any recipient. Investors must make their own investment
decisions based upon their own financial objectives, resources and appetite for risk.

This note is confidential and is being supplied to you solely for your information. It may not be reproduced, redistributed or passed
on, directly or indirectly, to any other person or published in whole or in part, for any purpose. If this note has been sent to you by a
party other than SPA the original contents may have been altered or comments may have been added. SP Angel is not responsible
for any such amendments.

Neither the information nor the opinions expressed herein constitute, or are to be construed as, an offer or invitation or other
solicitation or recommendation to buy or sell investments. Opinions and estimates included in this note are subject to change
without notice. This information is for the sole use of Eligible Counterparties and Professional Customers and is not intended for
Retail Clients, as defined by the rules of the Financial Conduct Authority (“FCA”).

Publication of this note does not imply future production of notes covering the same issuer(s) or subject matter.

SP Angel, its partners, officers and or employees may own or have positions in any investment(s) mentioned herein or related
thereto and may, from time to time add to, or dispose of, any such investment(s).

SPA has put in place a number of measures to avoid or manage conflicts of interest with regard to the preparation and distribution
of research. These include (i) physical, virtual and procedural information barriers (ii) a prohibition on personal account dealing by
analysts and (iii) measures to ensure that recipients and persons wishing to access the research receive/are able to access the
research at the same time.

SP Angel Corporate Finance LLP is a company registered in England and Wales with company number OC317049 and whose
registered office address is Prince Frederick House, 35-39 Maddox Street, London W1S 2PP. SP Angel Corporate Finance LLP is
authorised and regulated by the Financial Conduct Authority whose address is 12 Endeavour Square, London E20 1JN.
Recommendations are based on a 12-month time horizon as follows:

Buy - Expected return >15%

Hold - Expected return range -15% to +15%

Sell - Expected return < 15%

SP Angel Corporate Finance LLP is authorised and regulated by the Financial Conduct Authority. Registered in England No. 0C317049. Registered Office: Prince
Frederick House, 35-39 Maddox Street, London W1S 2PP.



