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SHEFFIELD RESOURCES LTD ( SFX AU, $0.34. Market cap A$118m )
KMS secures offtake for ca. 75% of zircon concentrate cementing
requirements for project finance.
•

•

•
•
•

•

•

The SFX/Yansteel JV Kimberley Mineral Sands (KMS) has moved one step closer to bankability
of the Thunderbird project, securing offtake for 170ktpa of zircon concentrate. The
counterparties are major zircon concentrate processors based in China.
To quote from the announcement: “The amended contracts represent ~75% of the total zircon
concentrate volume from Stage 1. Combined with the Life of Mine LTR ilmenite offtake
agreement agreed with Yansteel, KMS has secured offtake contracts for approximately 80% of
the revenue from Stage 1and expects this to fulfill the offtake requirements for the Thunderbird
project financing facilities.”
We view this as a very positive outcome for the project. A sign-off by the banks (likely NAIF
and Taurus) will leave the project largely fully funded.
See Appendix 1 for key terms associated with the offtake agreements.
SFX quote a TZMI long term price achievement of US$706/t (CIF basis). In our recent report
(May 2021) we had assumed a long term pricing outcome of US$746/t (CIF), based on several
assumptions we applied. This includes a US$1550/t price for premium zircon which we believe
is ahead of TZMI’s usually fairly conservative estimates.
As shown in the accompanying table, using TZMI’s long term pricing drops the NPV8 of
Thunderbird by 11% and an imputed valuation of SFX by 10%. (Note that our project valuation
is based on what we have been able to glean from the public domain. We need to await full
details of the new BFS, due in 3Q21. See our May 2021 report for more details.
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Whichever commodity price you chose (our assumptions remain unchanged at this stage) and we all have a lot to learn about the pricing of zircon-bearing concentrate - SFX remains at
a deep discount to its underlying value. It is seldom investors have the opportunity to gain
access to a Tier 1, high margin, world scale project at a significant discount to its underlying
valuation in a commodity sector where sources of supply are mature, and arguably in decline.

MiFID II compliance statement: Bridge Street Capital Partners are Corporate Advisors to this company and receive fees
from this company for services provided. See disclaimer/disclosure below for more detail

Next steps for SFX
We see a number of steps which will see SFX rerate toward our valuation. These include:
•
•

•
•
•

Finalisation of the BFS (3-4Q21).
Renegotiation and completion of ca. $330-340m in debt with NAIF and Taurus. Thunderbird
will then be largely fully funded. 50% partner Yansteel in the new company, Kimberley Mineral
sands, has already provided the bulk of the equity required. (3-4Q21)
Start of initial construction works (3-4Q21).
Final investment decision (4Q21).
Start of construction (1-2Q22).

Commodity overview and pricing of zircon concentrate
The mineral sand commodities were early movers in the current cycle, largely responding to supply
shortages. Over the past 5 years we have seen progressive production declines from key global mining
operations, including the giant Richards Bay dredge/dry mining operation, and from two of Iluka’s key
operations, Jacinth-Ambrosia and Eneabba. Iluka (ILU:ASX) has been doing a creditable job managing
zircon supply with swing production from reprocessed tails from the Eneabba tailings dams.
Zircon prices showed a small impact from the COVID-driven global economic slowdown, but prices for
premium zircon really never fell much below US$1350/t. Since then ILU’s supply constraint has allows
the company to obtain a $70/t price increase last quarter.

Source: SFX presentation, May 2021

For us the most surprising move has been TiO2 feedstock prices. Since our last report, prices for
ilmenite have settled above US$250/t. This in part reflects a solid demand base from sulphate pigment
producers. New Chinese chloride slag smelters appear to be driving chloride ilmenite demand. In an
interesting recent development, Iluka have flagged the closure (for 6 months at least) of their Sierra
Rutile project in West Africa. This will take some over 100,000 TiO2 units out of a ca. 7 million tonne
market. This is likely to be supportive for feedstock prices in general.
Consultants TZMI have said that there is likely to be a non-captive supply deficit emerging from 2023
unless new projects are developed. We would not rule out further price increases for TiO2 feedstock
prices. The market is tight.
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The following table shows our calculation for the approximate pricing of Thunderbird’s zircon
concentrate. This is based on the zircon and a mixed feedstock content and assumes a payability of
around 75%. This translates to a concentrate price of US$746/t (CIF basis). Note that these are BSCP
estimates, and assume a $1550/t long term premium zircon price.
ZrO2 content
Gross up to zircon content
Zircon price assumed (US$/t)*
Value of zircon in concentrate
TiO2 in concentrate
Value of feedstock mix (US$/t)
Value of TiO2 in concentrate (US$/t)
Monazite (approx)
Total contained value (US$/t)
Payability (approximate)
Net value of concentrate (US$/t)

39%
59%
1400
819
25%
500
125
50
994
75%
746

*Premium + standard zircon

As we note above, TZMI’s input to the project finance equation (likely to be fairly conservative in our
view) is a concentrate price of US$706/t (also CIF). It is based on TZMI’s long term zircon pricing. We
are not privy to that number, but suspect it is around US$1450-1500/t.
In our view the largest unknown is ‘payability’ or how much of the revenue the concentrators keep to
themselves.
SFX in its recent release has provided excellent detail regarding the pricing of zircon concentrates. As
we are learning ‘oils aint oils’. Concentrates are now the largest source of zircon for Chinese markets,
with the total volume of around 800,000 tonnes. This is clearly a well developed market for zircon.
Each of the three main concentrate products; HMC, ZIC and Zircon (Non-Mag) concentrate has
different mineral contents and expected recoveries and as a result they are valued differently by
processors.

Source: SFX ASX release, June 2021

Much of the ‘zircon concentrate’ currently sold to the Asian concentrators is of low to moderate grade,
often with low levels of premium zircon. One example we are aware of is the zircon concentrate
produced by Iluka from the Eneabba tailing ponds, from which much of the premium zircon has been
extracted. Thunderbird will be producing a high-value zircon concentrate.
As discussed by SFX, The price a processor will pay for a zircon concentrate depends on the saleable
products that can be recovered, the market price of those products adjusted for quality, the
cost of processing and the processor margin. The price is calculated as a $/% mineral with different
values for zircon, magnetitic TiO2(ilmenite), non-magnetic TiO2(rutile and HiTi) and other saleable
products.
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Appendix 1 Key terms of zircon concentrate offtake arrangements.

Source: SFX ASX release, June 2021
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Disclosures and disclaimers
Bridge Street Capital Partners Pty Ltd is licensed to provide financial services in Australia; CAR AFSL 456663; Level
14, 234 George Street, Sydney NSW 2000
Bridge Street Capital Partners Pty Ltd is providing the financial service to you.
General Advice Warning
Please note that any advice given by Bridge Street Capital Partners Pty Ltd or its authorised representatives
(BSCP) is GENERAL advice, as the information or advice given does not take into account your particular
objectives, financial situation or needs. You should, before acting on the advice, consider the appropriateness of
the advice, having regard to your objectives, financial situation and needs. If our advice relates to the acquisition,
or possible acquisition, of a particular financial product you should read any relevant Prospectus, PDS or like
instrument.
Disclaimers
BSCP provides this financial advice as an honest and reasonable opinion held at a point in time about an
investment’s risk profile and merit and the information is provided by BSCP in good faith. The views of the
adviser(s) do not necessarily reflect the views of the AFS Licensee. BSCP has no obligation to update the opinion
unless BSCP is currently contracted to provide such an updated opinion. BSCP does not warrant the accuracy of
any information it sources from others. All statements as to future matters are not guaranteed to be accurate
and any statements as to past performance do not represent future performance. Assessment of risk can be
subjective. Portfolios of equity investments need to be well diversified and the risk appropriate for the investor.
Equity investments, made by less experienced investors, in listed or unlisted companies yet to achieve a profit or
with an equity value less than $50 million should collectively be a small component of a balanced portfolio, with
smaller individual investment sizes than otherwise. Investors are responsible for their own investment decisions,
unless a contract stipulates otherwise. BSCP does not stand behind the capital value or performance of any
investment. Subject to any terms implied by law and which cannot be excluded, BSCP shall not be liable for any
errors, omissions, defects or misrepresentations in the information (including by reasons of negligence, negligent
misstatement or otherwise) or for any loss or damage (whether direct or indirect) suffered by persons who use
or rely on the information. If any law prohibits the exclusion of such liability, BSCP limits its liability to the resupply of the Information, provided that such limitation is permitted by law and is fair and reasonable.
Disclosures
Dr Chris Baker, an authorised representative of BSCP, certifies that the advice in this report reflects his honest
view of the company. He has 29 years investment experience in wholesale capital markets. He worked as a
mining analyst for brokers BZW and UBS for 11 years and has a further 16 years’ experience as a mining analyst
and portfolio manager with Colonial First State and Caledonia Investments. He now provides independent
financial advice on a part time basis. He may own securities in companies he recommends but will declare this
when providing advice. He currently owns shares in SFX. He is remunerated by BSCP but is not paid a specific fee
for providing this report. BSCP, its directors and consultants may own shares and options in SFX and may, from
time to time, buy and sell the securities of SFX.
BSCP earned fees from a capital raising undertaken by SFX in 2019.
By downloading this report you acknowledge receipt of our Financial Services Guide, available on our web page
www.bridgestreetcapital.com.au.
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Appendix 1
US Disclaimer: This investment research is distributed in the United States by Bridge Street Capital Partners Pty
Ltd and in certain instances by Enclave Capital LLC (Enclave), a U.S.-registered broker-dealer, only to major U.S.
institutional investors, as defined in Rule 15a-6 promulgated under the U.S. Securities Exchange Act of 1934, as
amended, and as interpreted by the staff of the U.S. Securities and Exchange Commission. This investment
research is not intended for use by any person or entity that is not a major U.S. institutional investor. If you have
received a copy of this research and are not a major U.S. institutional investor, you are instructed not to read,
rely on or reproduce the contents hereof, and to destroy this research or return it to Bridge Street Capital
Partners Pty Ltd or to Enclave. The analyst(s) preparing this report are employees of Bridge Street Capital Partners
Pty Ltd who are resident outside the United States and are not associated persons or employees of any U.S.
registered broker-dealer. Therefore, the analyst(s) are not subject to Rule 2711 of the Financial Industry
Regulatory Authority (FINRA) or to Regulation AC adopted by the U.S. Securities and Exchange Commission (SEC)
which among other things, restrict communications with a subject company, public appearances and personal
trading in securities by a research analyst. Any major U.S. institutional investor wishing to effect transactions in
any securities referred to herein or options thereon should do so by contacting a representative of Enclave.

Enclave is a broker-dealer registered with the SEC and a member of FINRA and the Securities Investor Protection
Corporation. Its address is 19 West 44th Street, Suite 1700, New York, NY 10036 and its telephone number is
646-454-8600. Bridge Street Capital Partners Pty Ltd is not affiliated with Enclave or any other U.S. registered
broker-dealer
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