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BMN LN

BUY
Target 30.55p

Valuation: we are reducing our valuation to 30.5p from 33.6p on lower management
guidance for ferrovanadium production this year.

Vametco report significantly raised earnings through the first half driven by markedly
higher vanadium prices.

Ferro-vanadium prices rose by 150% yoy through the first half to average US$65.5/KgV
according to the official Metal Bulletin reported price.

Vametco has now increased its production run rate for Nitrovan (Vametco’s premium
brand of ferrovanadium which contains added nitrogen) in its Phase Two expansion to
3,750mtV from 3,035mtV achieved after the Phase One expansion in Q3 last year and
production should ramp up towards this new capacity through the second half.

Unfortunately Vametco produced less Nitrovan than anticipated through the second
quarter with production at 1,360mtV in H1 vs 1,441mtV through the same period last
year.

The second quarter is disappointing and reflects the high level of activity in the
commission of the Phase Two expansion as well as kiln maintenance and 2.5 days of
unprotected industrial action and a four-day community protest.

New guidance for 2,850-3,000t of Nitrovan is significantly below our previous
expectation for 3,680t for the year indicating the impact of reduced kiln feed
and the challenges of expanding production while running an existing facility, in
addition to a 2.5 days of unprotected industrial action and a four-day
community protest.

Vametco: 100% ownership 2017 2018 2019e 2020e 2021e
Price V205 $/lb 6.4 15.4 7.9 7.9 7.9
Vanadium flake price USS/kg 32.6 65.5 35.0 35.0 35.0
Vanadium sales t 2721 2850 3750 5000 5000
Sales ussm 82.0 172.5 121.3 161.7 161.7
Operating costs USSm 58.2 87.8 74.1 97.3 97.3
Operating costs USS/kg 21.4 30.8 19.7 19.5 19.5
Operating profit UsSm 23.7 84.6 47.2 64.4 64.4
Pre-tax profit ussm 235 83.7 45.8 62.9 62.8
tax UsSm 6.7 23.8 13.1 17.9 17.9
Post-tax profit usSm 16.8 59.8 32.8 45.0 44.9
EPS uUsSc/s 1.5 5.4 3.0 4.1 4.0
PE X 20.9 5.9 10.7 7.8 7.8
EV/EBITDA X 14.8 4.1 7.4 5.4 5.4

SP Angel forecasts: Figures based on 100% of Vametco plant. Bushveld now hold an effective 59.1% of the Vametco plant

*An SP Angel mining analyst and nomad have visited the Vametco in South Africa.
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Bushveld Minerals Cont....

e Production costs rose by 22% yoy to ZAR 248/KgV (~US$20/KgV) indicating that the
disruption to production, particularly in Q2 had a marked impact on the company’s cost
base.

e Costs are targeted to be some ZAR230-250kgV for the year resulting in a +11% increase
on our modelled cost base for last year and reversing expected unit cost benefits
expected for the year.

e However the collapse in the South African rand means that costs have effectively fallen
to USS16-17/KgV at today’s ZAR14.411/USD rate offsetting the increase in local
production costs.

e Thelagin receipt of higher vanadium prices also knocks an estimated $5m off H1 sales in
H1 though this will be effectively made up in Q1 next year.

e Higher costs combine with a lag in receipt of higher vanadium pricing serving to pull
profits lower in the first half. We expect this effect to be largely reversed in the second
half.

e Production guidance is now lowered to 2,850-3,000mtV for the full year though
expectations remain on track for production capacity to increase to 5,000mtV by end
2019.

e Management are taking steps to improve the operation of the mine and process plant
alongside ongoing debottlenecking and Phase 2 expansion

e  While we are cautiously assuming the lower 2,850t for the year in our modelling it is our
view that production could well come in at the top end of the new range unless there are
further unforeseen stoppages.

e We have adjusted our model to assume 2,850mtV of Nitrovan for 2018 vs 3,760mtV
previously. The delay in the ramp up to Phase 2 production levels sadly reduces our sales
forecast and estimated profits for the year and we are considering if there might need to
be any changes to our forecast of 3,750t for 2019 and 5,000tpa thereafter .

e Ferrovanadium prices are currently at US$80-81/kgV (Metal Bulletin) and US$79/kgV
(Bloomberg). The average ferrovanadium price was US$65.5/kgV through H1 and is
USS$69.1/kgV for the year-to-date.

e We assume US$65.5 in our modelling for the full year but are likely to increase this if
ferrovanadium prices remain at elevated levels through much of the second half.

e We continue to assume a pullback in ferrovanadium prices to US$35/kgV in our model
though this is looking increasingly conservative given the consistent and stubborn
strength of the ferrovanadium price so far this year.

e Sales rose by 139% yoy to ZAR 1,050m (USS85m) in the first half.
e EBITDA rose by 430% yoy to ZAR521m (US$42m).

e  FOREX: The USD/rand rate averaged 12.3 in H1 and 12.6 YTD. We assume the currency
will remain at the spot rate through the rest of the year at 14.411 giving us an average of
13.2 for our assumption for the year. Comments by President Trump this morning
relating to the seizure of farms without compensation looks likely to ensure a weaker
South African rand for some time.

e  While higher production through the second half will help to offset the impact of higher
wages, energy and other costs, guidance indicates that costs will be >10% higher than
last year in rand terms though we now expect costs to be lower in their US dollar
equivalent. The weaker South African rand which is currently at ~14.633/USS will serve
to offset much of this cost increase.
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Bushveld Minerals Cont....

Conclusion: Vametco’s performance in Q2 along with the downgrade in production guidance
and higher costs for the year is disappointing. Management guidance serves to pullback our
sales and profit forecasts for this year to the numbers shown in the table below. However,
higher than forecast prices for ferrovanadium and a markedly weaker South African rand look
likely to offset much of the impact from lower production. Management have been working
hard on the expansion and debottlenecking at the plant and our discussion with them
indicates that they are also looking to recover performance in areas that have led to the
pullback in guidance.

Note: Bushveld Minerals controls and holds an effective 59.1% of Vametco

*An SP Angel mining analyst and nomad have visited the Vametco vanadium mine and
processing facilities in South Africa.

*SP Angel act as Nomad and broker to Bushveld Minerals

@ Ferro-vanadium, 78% min fab China $ perka V [Hil
Ferro-vanadium, 78% min fob China $ per kg V [Lo]
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DISCLAIMER: Non-independent research

This note is a marketing communication and comprises non-independent research. This means it has not been prepared in accordance with the legal requirements
designed to promote the independence of investment research and is not subject to any prohibition on dealing ahead of its dissemination.

MiFID: Based on our analysis, we have concluded that this note may be received free of charge by any person subject to the new MiFID rules on research unbundling
pursuant to the exemptions within Article 12(3) of the MiFID Delegated Directive and FCA COBS Rule 2.3A.19. Further and fuller analysis may be viewed here
http://www.spangel.co.uk/legal-and-regulatory-notices.html.

This note has been issued by SP Angel Corporate Finance LLP (‘SPA’) in order to promote its investment services. Neither the information nor the opinions expressed
herein constitutes, or is to be construed as, an offer or invitation or other solicitation or recommendation to buy or sell investments. The information contained
herein is based on sources which we believe to be reliable, but we do not represent that it is wholly accurate or complete. SPA is not responsible for any errors or
omissions or for the results obtained from the use of such information. Where the subject of the research is a client company of SPA we will usually have shown
a draft of the research (or parts of it) to the company prior to publication in order to check factual accuracy, soundness of assumptions etc.

No reliance may be placed for any purpose whatsoever on the information, representations, estimates or opinions contained in this note, and no liability is accepted
for any such information, representation, estimate or opinion. All opinions and estimates included in this report are subject to change without notice. This note is
confidential and is being supplied to you solely for your information and 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.

In some cases, this research may have been sent to you by a party other than SPA, and if so, the contents may have been altered from the original, or comments
may have been added, which may not be the opinions of SPA. In these cases SPA is not responsible for this amended research.

The investments discussed in this report may not be suitable for all investors. Investors should make their own investment decisions based upon their own financial
objectives and financial resources and it should be noted that investment involves risk. Past performance is not necessarily a guide to future performance and an
investor may not get back the amount originally invested. Where investment is made in currencies other than the currency of the investments, movements in
exchange rates will have an effect on the value, either favourable or unfavourable.

This note is intended only for distribution to Professional Clients and Eligible Counterparties as defined under the rules of the Financial Conduct Authority and is
not directed at Retail Clients.

Distribution of this note does not imply distribution of future notes covering the same issuers, companies or subject matter.

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.

You are advised that SPA and/or its partners and employees may have already acted upon the recommendations contained herein or made use of all information
on which they are based. SPA is or may be providing, or has or may have provided within the previous 12 months, significant advice or investment services in
relation to some of the investments concerned or related investments.

SP Angel Corporate Finance LLP is a company registered in England and Wales with company number OC317049 and its registered office is SP Angel Corporate
Finance LLP, 35 — 39 Maddox Street, London W1S 5PP United Kingdom. SP Angel Corporate Finance LLP is Authorised and Regulated by the Financial Conduct
Authority whose address is 25 The North Colonnade, Canary Wharf, London E14 5HS and is a Member of the London Stock Exchange plc.

SP Angel Corporate Finance LLP definition of research ratings:

Expected performance over 12 months: Buy - Expected return of greater than +15%, Hold - Expected return from -15% to +15%, Sell - Expected return of less than
-15%

*SP Angel acts as Nomad and Broker to this Company

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.
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