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Whither lithium?
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Lithium bulls have had a tough time getting a hearing of late, and with good
reason. The bullish sounds they were making 24 months ago have come to
naught, and in fact the lithium price has declined markedly.

$152.05 billion
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Over the past two years the battery grade lithium carbonate price has dropped
from US$25,000 per tonne to a current level of around US$7,000 per tonne.
Technical grade lithium carbonate, though always priced slightly lower, has
followed a similar pattern, dropping from around US$23,000 to just over
US$5,000 per tonne. Spodumene concentrate has fallen by a smaller amount
in percentage terms, but remains weak priced at some way under US$5,000.
It's a far cry from the optimism of a few years ago, when the plethora of new
lithium companies on the market was a bright shining beacon in an otherwise
moribund mining sector. Back then it was thought the metal's meteoric rise
from relative obscurity on the commodities market would be followed either by
further price strength or at least a period of sustained consolidation.
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Naysayers pointed out that lithium is abundant in the earth's crust and not that
hard to find. They were ignored. And, as it turns out, perhaps with good reason.
Because it isn't oversupply that's scuppered the lithium price over the past two
years or so, but rather a failure of actual demand to match up to expectations.
Yes, the headlines are full of the latest electric vehicle production targets from
the European carmakers, and feelgood stories about battery-powered aircraft
on the west coast of North America, show a direction of travel that may one day
make lithium demand reach for the sky.
But as yet, the picture is a little different. Demand in China, one of the major
markets for electric vehicles, plummeted after the government cut its subsidy
regime. In the brave new green and pleasant world, that sort of ruthlessness
isn't supposed to happen.
But the effect was clear enough: sales of electric vehicles in China fell from
1.3mln in 2018 to 1.2mln in 2019, where most analysts had previously been
expecting a rise. China has to some extent acknowledged the effect of this, and
undertook earlier on this month not to cut subsidies further.
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Company Synopsis:
Tesla Inc. was founded in 2003 by a group
of Silicon Valley engineers who set out to
develop a new electric vehicle company.
Tesla Inc. uses proprietary technology,
world-class design and state-of-the-art
manufacturing processes to create a new
generation of highway capable electric
vehicles. We utilize an innovative
distribution model based on companyowned sales and service centers.
action@proactiveinvestors.com

China wants more electric vehicles, and has provided other incentives to electric vehicle drivers, such as allowing full
access to roads when other vehicles are restricted. But with negative perceptions around range and ease of charging
still knocking around, how easy a sell it will be for the electric vehicle companies remains to be seen. A crucial litmus
test will be the success of Tesla's new Shanghai operations, where production is just beginning to ramp up.
In the meantime, though, the lithium companies are cutting back. The world's leading lithium company SQM has just
delayed a development decision for its Mount Holland project in Australia. Galaxy Resources has said it plans to scale
back production from its Mount Cattlin mine in Western Australia. And other companies are finding it harder to finance
what a couple of years ago looked like eminently bankable projects.
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So what does this mean for the investor?
Well, while those that are already in the market are suffering, now may very well be a good point of entry for those who
have yet to come in. A famous analysis done last year showed that to electrify the UK's fleet of over 31mln cars by the
end of the next decade - as is the government's target - will require the consumption of more than twice the world's
current cobalt production, more than 70% of its lithium production and around 50% of its copper production. And that's
just the UK. Extrapolate those numbers out to the rest of the world, and you can see why the bulls are still making their
case. They may just have a point. And at these prices it may just be worth getting in on the action.
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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.
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