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SHEFFIELD RESOURCES LTD ( SFX AU, $0.17. Market cap A$52.5m)
Thunderbird: the next steps forward
•

The release of SFX’s June quarterly, together with a discussion with Bruce Griffin, SFX’s newly
appointed Commercial Director, has provided further insights into the future of the Thunderbird
mineral sands project and the outlook for mineral sand commodity prices in general.
Thunderbird as a “world class” project

•

•

Mr Griffin confirmed his view that Thunderbird is of world class stature, based on the following
metrics (and derived from his experience with BHP):
1. Thunderbird is long life.
2. It is scalable, with expansions having the ability to dilute initial capital intensity
3. It is likely to be low cost/high margin (1st quartile R/C) allowing the project to
withstand commodity price troughs.
His view of Thunderbird has been derived from a recent consulting engagement by the company.
We are encouraged that these insights have led him to join the board in an executive capacity.
How will the Thunderbird project change going forward?
The zircon circuit

•

•
•
•

As highlighted in the recently released June quarterly, the next iteration of the Thunderbird BFS
is likely to remove a mineral separation plant (MSP) which was to produce both premium zircon
and zircon in concentrate. This will “materially reduce upfront capital costs” and produce a zircon
+ leucoxene rich concentrate (ZIC) for sale to processors in China and elsewhere.
Mr Griffin’s advice to greenfields mineral sands developers in recent years has been not to install
MSP’s as it can be difficult to obtain a satisfactory return on the extra capital investment. The ZIC
market is now sufficiently mature and deep to obtain bankable off-take agreements.
An MSP can be added at a later stage, if warranted.
In the BFSU the capex estimate for the zircon circuit was A$52.3m.
The ilmenite circuit

•

•

•

As has been discussed widely, one of the issues for potential financiers/partners for the
Thunderbird project was the reliance on a single offtake agreement for the ilmenite by-product.
Ilmenite makes up +30% of revenues, so is an important contributor to the project economics.
This remains a “key question” for Thunderbird.
As disclosed in the quarterly, SFX will now look to produce alternative ilmenite streams to be sold
to the sulphate pigment and chloride slag producers. The off-take agreement with emerging
Chinese pigment producer Bengbu, which formed the basis of the BSFU, might still form a part of
ilmenite sales going forward, and to this end the company announced that a bulk sample had
been dispatched to Bengbu for metallurgical test work.
In Mr Griffin’s view, this approach substantially reduces the perceived marketing risk attached to
the ilmenite stream, and should therefore be more acceptable to potential funders/partners for
the project.
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Thunderbird’s capital requirement and likely funding outcome
•

•

•

SFX has long stressed the need to reduce Thunderbird’s pre-production capital and reduce SFX’s
equity requirement for the project. This will be done in two ways: a continued focus on
engineering out capital costs and the continued search for a suitable equity partner, either at a
corporate or project level.
In the search for a suitable partner, Mr Griffin referred to a ‘Goldilocks outcome’ where a
sustainable level of debt is to balanced with a strategic equity investor (possibly an ilmenite offtaker) at the asset level, rather than at the company level. He was quick to point out that
Thunderbird’s funding will be based on a pragmatic “do what you can rather than do what you
want” approach. The key is very much aligning the mine’s product with end users and their
specific requirements, and the requirements of debt and equity providers.
There was no discussion on capex, which must await final decisions on the final process flowsheet.
However, the move away from the production of final products and the elimination of the need
for an MSP seems likely to drop pre-production capex further.
Commodity overview

•
•

•
•

On zircon, Mr Griffin’s view is quite positive. Despite a softening in demand and pricing toward
the end of 2019, and despite more recent disruptions with COVID-19 issues, prices have been
quite resilient.
In line with our view, he sees significant supply shortages in a couple of years. Iluka’s JacinthAmbrosia project is past peak production and is likely to see production decline into middle of
the decade. In the short term, he thinks ILU is doing a good job in balancing a modestly
oversupplied market.
As the largest mineral sands supplier globally, expansions for the South African Richards Bay
Minerals expansion into the new Zulti South project remains under a cloud. The project has been
placed on hold on several occasions.
On feedstock including ilmenite, the cycle is somewhat different. He foresees a significant drop
in demand from the global pigment producers, a function of slowing global industrial production.
This could translate to weaker feedstock pricing over the balance of the year. Longer term the
outlook is positive.

We thought Mr Griffin’s closing remarks were worth repeating. In the mining sector, it’s often
difficult to get commodity price strength matched with both project funding then with project
start-up. The current supply/demand outlook for mineral sands suggest to him that the outlook
for both zircon and feedstock pricing should be supportive for both financing and for the mine’s
start-up.

Other key points from the quarterly include:
•
•
•
•

SFX’s cash at the end of the quarter was $7.1m, assisted by cost savings and the sale of non-core
accommodation units not currently installed at site.
Expenditure for the September quarter is forecast at $2.5m, with a $1m cash payment (and issue
of 2.8m shares at $1.05/share) under the terms of the Native Title agreement.
The current cash balance is forecast to be sufficient to support SFX’s activities into 2021.
Further test work is being undertaken by consultants IHC Robbins to determine the range of
potential products from Thunderbird. This work is to be completed in the current quarter.
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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.
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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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