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Altech Chemicals secures speculative buy
recommendation from State One Stockbroking

0.061

Price:

$51.81 m

Market Cap:

Altech Chemicals Ltd (ASX:ATC) has received a speculative buy
recommendation from Perth-based State One Stockbroking, with a target price
of 16 cents per share.

1 Year Share Price Graph

The following is an extract from State One's research report:
Altech Chemicals is aiming to become one of the world's leading suppliers of
99.99% (4N) high purity alumina (HPA).
A final investment decision study (FIDS) for ATC's HPA project was published
in October 2017.
The positive FIDS reported a mine life of 30 years (Meckering kaolin deposit,
Western Australia), process plant (Johor state, southern Malaysia) capacity of
4,500 tpa (tonnes per annum) HPA, production costs of US$9.90/kilogram HPA
and a pre-tax NPV of US$505 million.
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Company Synopsis:
Altech Chemicals Ltd (ASX:ATC) is focused
on advancing its high purity alumina (HPA)
project
in
Western
Australia.
action@proactiveinvestors.com

HPA is a high value product (US$40,000/tonne indicative market price in
Japan) and forms the base for producing synthetic sapphire.
Synthetic sapphire is used in the manufacture of substrates for LED lights,
semiconductor wafers used in the electronics industry, and scratch-resistant
sapphire glass used for wristwatch faces, optical windows and smartphone
components.
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A new, potentially massive market for HPA (in powder form) is as a coating on
li-ion battery separators to improve battery thermal stability.
We calculate HPA demand increasing at a 17% CAGR between 2018 and
2025, requiring the equivalent of 15.4x proposed ATC plants over the next
seven years.
READ: Altech Chemicals prepares to begin HPA plant construction, to run in
parallel with finance close
Stage 1 construction (site clearance, piling) at the plant site in Malaysia
commenced in August 2018.
US$190 million (64% of pre-production capex) has been secured with German
bank KfW IPEX-Bank, while ATC has secured a fixed price EPC contract with
leading German engineering group SMS group, and a 10-year 100% offtake
agreement with leading Japanese commodity trading and investment company
Mitsubishi.
READ: Altech Chemicals granted patent for its unique high purity alumina
production process
Our estimated post-tax NPV for the HPA project is $711 million.
Adjusting for assumed project debt of $400 million, our un-risked equity
valuation is $315 million (52 cents per fully diluted share).
Attaching a 70% project-risk discount - primarily because of poor visibility on
the funding solution for the US$110 million balance of pre-production capex we calculate ATC's risk-adjusted equity value at $95 million or 16 cents per
diluted share.
At current share price levels, we believe that ATC offers significant upside
potential.
We initiate coverage with a speculative buy (higher risk) recommendation. In
addition, we see scope for a significant uplift to our 16 cents target price.
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Disclosure: The directors and associated persons of State One Stockbroking
Ltd may have an interest in the financial products discussed in this document
and they may earn brokerage, commissions, fees and advantages, pecuniary
or otherwise, in connection with the making of a recommendation or dealing by
a client in such financial products.

Proactive Investors facilitate the largest global investor network across 4 continents in 4 languages. With a team of analysts
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No investment advice
The Company is a publisher. You understand and agree that no content published on the Site constitutes a recommendation that any particular security,
portfolio of securities, transaction, or investment strategy is suitable or advisable for any specific person. You understand that the Content on the Site is
provided for information purposes only, and none of the information contained on the Site constitutes an offer, solicitation or recommendation to buy or sell a
security. You understand that the Company receives either monetary or securities compensation for our services. We stand to benefit from any volume which
any Content on the Site may generate.
You further understand that none of the information providers or their affiliates will advise you personally concerning the nature, potential, advisability,
value, suitability or profitability of any particular security, portfolio of securities, transaction, investment, investment strategy, or other matter.
You understand that the Site may contain opinions from time to time with regard to securities mentioned in other products, including Company-related
products, and that those opinions may be different from those obtained by using another product related to the Company. You understand and agree that
contributors may write about securities in which they or their firms have a position, and that they may trade such securities for their own account. In cases
where the position is held at the time of publication and such position is known to the Company, appropriate disclosure is made. However, you understand and
agree that at the time of any transaction that you make, one or more contributors may have a position in the securities written about. You understand that price
and other data is supplied by sources believed to be reliable, that the calculations herein are made using such data, and that neither such data nor such
calculations are guaranteed by these sources, the Company, the information providers or any other person or entity, and may not be complete or accurate.
From time to time, reference may be made in our marketing materials to prior articles and opinions we have published. These references may be
selective, may reference only a portion of an article or recommendation, and are likely not to be current. As markets change continuously, previously published
information and data may not be current and should not be relied upon.
The Site does not, and is not intended to, provide investment, tax, accounting, legal or insurance advice, and is not and should not be construed as
providing any of the foregoing. You should consult an attorney or other relevant professional regarding your specific legal, tax, investment or other needs as
tailored to your specific situation.
In exchange for publishing services rendered by the Company on behalf of Altech Chemicals Ltd named herein, including the promotion by the Company of
Altech Chemicals Ltd in any Content on the Site, the Company receives from said issuer annual aggregate cash compensation in the amount up to Twenty
Five
Thousand
dollars
($25,000).
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