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The Pure-Play Battery Metals Investment Vehicle. 

Conic Metals Corp provides direct leverage to nickel and cobalt prices 
from its principal asset, an 8.6% joint venture (JV) interest in the 
producing Ramu Nickel-Cobalt Project, and an additional portfolio 
of 11 royalties focused on nickel and cobalt. 
 
The Ramu mine and processing facility, located near Madang on the 
north coast of PNG, is a significant operation. It was financed, 
constructed and commissioned in 2012, by majority-owner and operator 
Metallurgical Corporation of China (MCC), for US$2.1 billion. In both 
2017 and 2018 the mine exceeded nameplate capacity of 31,150 tonnes 
per annum of nickel and 3,300 tonnes per annum of cobalt. FY 2019 
production is also expected to exceed nameplate capacity with guidance 
of 33,000 tonnes of nickel and 3,300 tonnes of cobalt.  
 

 
 
Conic’s 8.6% JV interest share of debt, for the Ramu operation, currently 
stands at US$110m. This debt has no maturity date (i.e. perpetual), bears 
interest at 5.1% and is non-recourse to Conic. It is paid down from 
Conic’s JV share of free cash flow. Interestingly, once debt levels drop to 
US$75m, only 65% of Conic’s share of free cash flow goes to pay down 
outstanding debt with the remaining 35% paid out to Conic Metals Corp.  
 
The mine life at Ramu currently extends for 13 years (until 2032) with 
potential to increase this to over 30 years. Since reserves and resources 
cover only 12% of the project footprint, exploration potential appears 
substantial. As a sign of confidence in the geology, in 2018, the operators 
of Ramu announced plans for a US$1.5 billion expansion to double 
the existing production capacity. The expansion would increase 
throughput to around 8.3 Mtpa (dry-basis) with metal production 
increasing to approximately 65,800 tonnes per annum of contained nickel 
and 6,550 tonnes per annum of contained cobalt. 
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Ramu Nickel-Cobalt Integrated Operation – Map 
 

 
Source: Conic Metals Corp’s November 2019 Investor Presentation. 

 
Ramu Nickel-Cobalt Refinery known as the Basamuk Plant. 
 

 
Source: Metallurgical Corporation of China’s (MCC) website.  

 
The Basamuk refinery treats concentrate to produce a mixed nickel-
cobalt hydroxide product (MHP) which grades 39% nickel and 3.8% 
cobalt. 
 
Nickel and cobalt prices are both key drivers of economics at the Ramu 
operation but it’s worth noting the breakdown between the two. If we 
look at the value of contained metal production for FY 2018 and use spot 
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metal prices, nickel is 83% of the value and cobalt 17%. The Ramu 
operation is a primary nickel producer with a cobalt by-product. 
  

 
 
Since Ramu is operated by MCC, there is little publicly-available financial 
information. Financial statements from Highland Pacific offer some 
insight into the economics of the project. Note: Conic Metals Corp. own 
their joint venture stake from the acquisition of Highlands Pacific, which 
was completed in May 2019. 
 
Highland Pacific’s FY 2018 financial statements ended 31st December 
2018 indicate the 8.6% joint venture interest in the Ramu Nickel Mine 
generated attributable revenue of US$38,667,000 and an attributable 
‘share of associated entity’s production costs’ of US$15,992,000. This 
suggests an attributable operating profit of US$22,675,000, or 
approximately C$30 million.  
 
If we discount an annual operating profit of C$30 million over the 
current 13-year reserve life of the project (ignoring the expansion 
potential), at a 7.5% discount rate and then deduct Conic’s attributable 
debt of C$144.7m (US$110m), the equity value of the 8.6% joint venture 
stake comes to C$109.9 million. This is a simplified calculation but it’s 
useful to get a sense of valuation. Conic Metal Corp’s current market 
capitalisation is C$38 million. 
 

 
 
Once Conic Metals Corp’s share of debt for the Ramu project has been 
repaid, their 8.6% interest in the Ramu JV increases to 11.3%, at no 
cost to Conic. 
 

Ramu’s implied FY 2018 

revenue, on a 100% 

basis, is approximately 

US$450m. 
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Furthermore, at this stage Conic Metals Group will also have an option 
to purchase an additional 9.2% interest in Ramu at market value, which if 
exercised would take their interest to 20.6%.  
 
Metal Prices 
 
Since the beginning of 2018, the cobalt price has dropped -57% and the 
nickel price is +10% over the same two-year time frame. In fact, nickel 
prices rallied +35% in calendar year 2019. 
 

 
Source: LME 
 
But as mentioned above, while cobalt prices are important to Conic 
Metals Corp, the key driver of the Company’s principal asset is the 
nickel price. 
 
Portfolio of Nickel and Cobalt Royalties 
 
In addition to Conic Metals Corp’s principal asset, the 8.6% joint-venture 
interest in the Ramu Nickel-Cobalt operation, the Company has a 
portfolio of 11 royalties specifically focused on nickel and cobalt, all 
of which are located in favourable mining jurisdictions. In our opinion, 
the market is assigning zero value to the portfolio of 11 royalties. 
 

 
Source: Conic Metals Corp’s November 2019 Presentation. 
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Three of these royalties are particularly noteworthy; Dumont, 
Turnagain and Nyngan. 
 
Dumont Project – 1.75% NSR 
 
The Dumont Project is one of the largest, undeveloped, permitted and 
shovel-ready nickel sulphide projects in the world. The Project is held in a 
Joint Venture vehicle and is operated by RNC Minerals. The joint 
venture is owned 28% by RNC Minerals and 72% by a fund run by the 
private equity firm Waterton Global Resource Management. 
 
An updated Feasibility Study (FS) was completed by Ausenco in July 
2019. Proven and Probable Mineral Reserves (30th May 2019) 
amount to 6.0 billion lbs of nickel and 243 million lbs of cobalt. 
Economic analysis indicates a post-tax NPV of C$1,226 million, using an 
8% discount rate over a 30-year mine life. Annual production is 
estimated to be 33,000 tonnes of nickel 1,000 tonnes of cobalt for the 
first 8 years ramping up to annual production of 51,000 tonnes of nickel 
and 2,000 tonnes of cobalt thereafter. Interestingly, the Dumont deposit 
remains open at depth and along strike to the northwest. 
 
An important feature of the Dumont royalty worth noting is a 
repurchase option owned by the Dumont Joint Venture over this 
royalty. It offers a one-time opportunity, in July 2020, for the Dumont 
JV to repurchase 25% of the 1.75% NSR (i.e. 0.375%) for US$15 million.  
 
The significance of the repurchase option being exercised would be two-
fold. It would validate the value of the remaining 1.375% NSR that Conic 
Metals Corp would continue to own, implying a valuation of 
US$45million (C$69million) for the remaining royalty. It would provide 
Conic Metals Corp with a significant cash injection. If we add the 
potential cash injection of US$15 million (C$19.7 million) to current cash 
and equity investments of C$8.5 million, the company would have 
approximately C$28.2million in cash and equity investments. This is 
against a market capitalisation of approximately C$37.0 million. 
 
The potential exercise of this repurchase option in July 2020 could 
provide a significant near-term catalyst for the re-rating of Conic 
Metals Corp. 
 
Turnagain Project – 2.0% NSR 
 
The Turnagain Project is an undeveloped nickel-cobalt sulphide deposit 
located in British Colombia, Canada. The project is 100% owned by Giga 
Metals and Measured & Indicated resources (NI 43-101) already contain 
4 billion lbs of nickel and 250 million lbs of cobalt. Recent metallurgical 
studies suggest a clean concentrate is achievable using proven and reliable 
‘off-the-shelf’ processing technology. Engineering studies are underway, 
with the goal of having the project ‘shovel-ready’ by 2021. 
 
 

In our opinion, the stage of 

development, location and 

ownership by credible project 

developers, makes the 

Dumont Project likely to be 

built.  

 An important near-term 

catalyst for Conic Metals Corp. 
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Nyngan Project – 1.7% Gross Revenue Royalty 
 
The Nyngan Project is 100% owned by Scandium International Mining 
and is located in NSW, Australia. A definitive feasibility study completed 
in May 2016 by Lycopodium, concluded that the project has the potential 
to produce an average of 38,000 kg of scandium oxide per year at a grade 
of 98.0-99.9%, generating an after-tax NPV (8% discount rate) of 
US$225.4 million. The capital cost estimate for the project is a modest 
US$87.1 million. 
 
Book Value 
 
In order to assemble Conic Metals Corp’s current portfolio of assets 
(Ramu 8.6% JV share and the 11 royalties), management spent 
approximately C$130 million over the last 2 years.  
 
The book value of Conic Metals Corp’s assets equates to approximately 
C$1.55 per share which is significantly higher than the current share price 
of C$0.43. 
 
Considering nickel’s price performance over the last two years, this 
dislocation between the book value and current market price seems, in 
our opinion, overdone and is another potential indication that the 
Company is being mispriced by the market. 
 
The Nickel Market 
 
At Arlington Group, we’re constructive on the outlook for nickel prices 
over the longer-term, based on the on-going demand for nickel in 
stainless steel production and the additional demand driver of electric 
vehicle battery production. We expect growth in electric vehicle 
production to accelerate due to ever-increasing evidence of governmental 
support around the world. And while battery chemistries are likely to 
evolve as battery technology develops, we see nickel and cobalt 
remaining at the heart of battery systems for automotive use, for the 
foreseeable future. 
 
We base this assumption, on the superior specific energy – capacity for 
storing energy per kilogram of weight – of nickel and cobalt containing 
battery technologies. (See Figure 1 on following page); 
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Key: LCO – Lithium Cobalt Oxide, LMO – Lithium Manganese Oxide, 
NMC – Lithium Nickel Manganese Cobalt Oxide, LFP – Lithium Iron 
Phosphate, NCA – Lithium Nickel Cobalt Aluminium Oxide, LTO – 
Lithium Titanate. 
 
Source: State of the Art of Lithium-Ion Battery SOC, Estimation for 
Electric Vehicles by R. Zhang et. al. June 2018. 
 
On the supply side, the discovery of ‘easier-to-process’ nickel sulphide 
deposits are becoming rarer, while the complexities, and challenges of 
nickel laterite processing continues to act as a bottleneck on future 
supply.  
 
Large diversified mining companies have the ability to think and act 
strategically, using a long-term perspective. We find it interesting that 
BHP held onto their Nickel West assets when spinning out South32 in 
May 2015. In fact, in their FY 2019 annual report, BHP comment; 
 
‘Our strategy is to have the best capabilities, commodities and assets to 
create long-term value and high returns……This is particularly the case 
with commodities that we view as attractive. (for example, copper, oil and 
nickel sulphides.)’ 
 
 
 

 

BHP commissioned the 

Ravensthorpe Nickel 

Operation (Laterite) in late 

2007 after spending US$2.2b 

but shut it down a year later 

following operational 

problems. BHP sold the 

operation to First Quantum 

for US$340m in 2009. 
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Conclusion 
 
There are three key characteristics shown by Conic Metals Corp which we think are interesting from a 
long-term investment perspective. First of all, the Company is exposed to a long-term structural theme 
relating to the electrification of vehicles. Structural themes undergo ebbs and flows but we see this 
theme as firmly in place over the longer-term. Secondly, the Company appears undervalued by the 
market. The joint venture stake in the Ramu nickel cobalt mine alone appears to be worth more than the 
current market cap of the Company and suggests no value for the 11 royalties. This mispricing could be 
due to a misperception that Conic Metals’ valuation is driven predominantly by cobalt prices, which have 
been under pressure over the last two years. We would point out that nickel prices, which are +35% 
over the last 12 months, are a more significant driver of value at Ramu and Dumont, and ultimately for 
Conic Metals Corp. And thirdly, the Company appears well-funded with cash and equity investments of 
C$8.5 million currently.  
 

 
 
 
REPORT END 
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Copyright and risk warnings 
 
Conic Metals Corp. (“Conic” or the “Company”) is a corporate client of Arlington Group Asset Management 
Limited (“Arlington”). Arlington will receive compensation for providing fundraising, and other services to the 
Company including the publication and dissemination of marketing material from time to time.  

This note reflects the objective views of Arlington.  However, the Company covered in this note pays Arlington a fee, 
commission or other remuneration in order that this research may be made available. This note meets the requirements 
of an acceptable minor non-monetary benefit under COBS 2.3A.19 R (5)(b). 

This note is a marketing communication and NOT independent research. As such, it has not been prepared in 
accordance with legal requirements designed to promote the independence of investment research and this note is 
NOT subject to the prohibition on dealing ahead of the dissemination of investment research. 

Not an offer to buy or sell: 

Under no circumstances is this note to be construed to be an offer to buy or sell or deal in any security and/or 
derivative instruments. It is not an initiation or an inducement to engage in investment activity under section 21 of 
the Financial Services and Markets Act 2000. 

Note prepared in good faith and in reliance on publicly available information: 

Comments made in this note have been arrived at in good faith and are based, at least in part, on current public 
information that Arlington considers reliable, but which it does not represent to be accurate or complete, and it should 
not be relied on as such. The information, opinions, forecasts and estimates contained in this document are current 
as of the date of this document and are subject to change without prior notification. No representation or warranty 
either actual or implied is made as to the accuracy, precision, completeness or correctness of the statements, opinions 
and judgements contained in this document. 

Arlington’s and related interests: 

The approved persons who produced this note may be directors, employees and/or associates of Arlington. Arlington 
and/or its employees and/or directors and associates may or may not hold shares, warrants, options, other derivative 
instruments or other financial interests in Conic Metals Corp. and reserve the right to acquire, hold or dispose of 
such positions in the future and without prior notification to Conic Metals Corp. or any other person. 

Information purposes only: 

This document is intended to be for background information purposes only and should be treated as such. This note 
is furnished on the basis and understanding that Arlington is under no responsibility or liability whatsoever in respect 
thereof, to Conic, or any other person. 

Investment Risk Warning: 

The value of any potential investment made in relation to companies mentioned in this document may rise or fall and 
sums realised may be less than those originally invested. Any reference to past performance should not be construed 
as being a guide to future performance. 

Investment in small companies, and especially mineral exploration companies, carries a high degree of risk and 
investment in the companies or minerals mentioned in this document may be affected by related currency variations. 
Changes in the pricing of related currencies and or commodities mentioned in this document may have an adverse 
effect on the value, price or income of the investment. 

Distribution: 

This note is not for public distribution, nor for distribution to, or to be used by, or to be relied upon by any person 
other than the Company. Without limiting the foregoing, this note may not be distributed to any persons (or groups 
of persons), to whom such distribution would contravene the UK Financial Services and Markets Act 2000 or would 
constitute a contravention of the corresponding statute or statutory instrument in any other jurisdiction. 
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Disclaimer 

 

This report has been forwarded to you solely for information and should not be considered as an offer or solicitation 

of an offer to sell, buy or subscribe to any securities or any derivative instrument or any other rights pertaining thereto 

(“financial instruments”). This report is intended for use by professional and business investors only. This report may 

not be reproduced without the consent of Arlington Group Asset Management Limited. 

The information and opinions expressed in this report have been compiled from sources believed to be reliable but, 

neither Arlington Group Asset Management Limited, nor any of its directors, officers, or employees accepts liability 

from any loss arising from the use hereof or makes any representations as to its accuracy and completeness. Any 

opinions, forecasts or estimates herein constitute a judgement as at the date of this report. There can be no assurance 

that future results or events will be consistent with any such opinions, forecasts or estimates. Past performance should 

not be taken as an indication or guarantee of future performance, and no representation or warranty, express or 

implied is made regarding future performance. This information is subject to change without notice, its accuracy is 

not guaranteed, it may be incomplete or condensed and it may not contain all material information concerning the 

company and its subsidiaries. Arlington is not agreeing to nor is it required to update the opinions, forecasts or 

estimates contained herein.  

The value of any securities or financial instruments mentioned in this report can fall as well as rise. Foreign currency 

denominated securities and financial instruments are subject to fluctuations in exchange rates that may have a positive 

or adverse effect on the value, price or income of such securities or financial instruments. Certain transactions, 

including those involving futures, options and other derivative instruments, can give rise to substantial risk and are 

not suitable for all investors. This report does not have regard to the specific instrument objectives, financial situation 

and the particular needs of any specific person who may receive this report. 

The value of any securities or financial instruments mentioned in this report can fall as well as rise. Foreign currency 

denominated securities and financial instruments are subject to fluctuations in exchange rates that may have a positive 

or adverse effect on the value, price or income of such securities or financial instruments. Certain transactions, 

including those involving futures, options & other derivative instruments, can give rise to substantial risk & are not 

suitable for all investors. This report does not have regard to the specific instrument objectives, financial situation and 

the particular needs of any specific person who may receive this report. Investors should seek financial advice 

regarding the appropriateness of investing in any securities, financial instrument or investment strategies discussed in 

this report. 

Arlington Group Asset Management Limited (or its directors, officers or employees) may, to the extent permitted by 

law, own or have a position in the securities or financial instruments (including derivative instruments or any other 

rights pertaining thereto) of any company or related company referred to herein, and may add to or dispose of any 

such position or may make a market or act as principle in any transaction in such securities or financial instruments. 

Directors of Arlington Group Asset Management Limited may also be directors of any of the companies mentioned 

in this report. Arlington Group Asset Management Limited may from time to time provide or solicit investment 

banking or other financial services to, for or from any company referred to herein. Arlington Group Asset 

Management Limited (or its directors, officers or employees) may, to the extent permitted by law, act upon or use the 

information or opinions presented herein, or research or analysis on which they are based prior to the material being 

published. 

To our readers in the United Kingdom, this report has been issued by Arlington Group Asset Management Limited, 

a firm authorised and regulated by the Financial Conduct Authority. This report is not for distribution to private 

customers. 

This report is not intended for use by, or distribution to, US corporations that do not meet the definition of a major 

US institutional investor in the United States or for use by any citizen or resident of the United States. 

This publication is confidential for the information of the addressee only and may not be reproduced in whole or in 

part, copies circulated, or disclosed to another party, without the prior written consent of Arlington Group Asset 

Management Limited. Securities referred to in this research report may not be eligible for sale in those jurisdictions 

where Arlington Group Asset Management Limited is not authorised or permitted by local law to do so. In particular, 

Arlington Group Asset Management Limited does not allow the redistribution of this report to non-professional 

investors and cannot be held responsible in any way for third parties who affect such redistribution. © 2020 
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