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Issue 63: Oct 5, 2020: USA e-SPACulations & Battery Materials EValuations 
 

Having spent the better part of my last 11 years advocating for investment in lithium shares I take great 
pride that the two American assets IΩǾŜ most closely supported over this time frame ς Kings Valley (now 
Thacker Pass) in Nevada and Piedmont Lithium in North Carolina ς are now the two most highly valued 
development assets on my Mr. Market Scoreboard. Tesla has ǊƻŎƪŜŘ tƛŜŘƳƻƴǘΩǎ ǿƻǊƭŘ. And Elon gave a 
nod for the long-term potential for processing clay, acid-free. 
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The best advice I ever gave Western Lithium Americas management was to properly list on a USA 
ŜȄŎƘŀƴƎŜΣ ǿƘƛŎƘ ǘƘŜȅ ŘƛŘΣ ŀǘ ǿƘŀǘ ǘǳǊƴŜŘ ƻǳǘ ǘƻ ōŜ [ƛǘƘƛǳƳ нΦлΩǎ ǘƻǇΣ ƛƴ WŀƴǳŀǊȅ нлмуΦ  
 

  
 
Like all great artists, I stole this advice from a good friend Keith Phillips, who demonstrated the success 
of this strategy repeatedly as a blue-chip banker for senior and junior resource issuers for 20 years 
before implementing it as soon as he could in May 2018 as the BOSS of Piedmont Lithium. 
 
L ǿƻǳƭŘƴΩǘ ōŜ ǎǳǊǇǊƛǎŜŘ ǘƻ ǎŜŜ ƳƻǊŜ ƧǳƴƛƻǊ ƭƛǘƘƛǳƳ ōŀǘǘŜǊȅ ƳŀǘŜǊƛŀƭǎ ƛǎǎǳŜǊǎ on TSX, ASX and AIM seeking 
to follow this model of tapping into the largest and most liquid capital market in the world. My firm RK 
Equity would be happy to help ;) 
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To see PLL on Nasdaq trade nearly 4X its 11.5M (ADR) shares outstanding the first day after its binding, 
fixed price, 5-year, off-take agreement with Tesla was announced was absolutely crazy. ~$2B trading 
volume! Intraday high of $53 ς more than 8X where PLL raised $20M equity at $6.3 in June. 
 

 
 
And yet, I ended the week and start this week trying to interpret what messages are contained in the 
fact that Lithium Americas market value appreciated $515M last week - о· ŀǎ ƳǳŎƘ ŀǎ tƛŜŘƳƻƴǘΩǎ:  
 

  
 
Argentina-focused, ~2 years from meaningful production, Lithium AmericasΩ market cap is almost as 
high as Argentina-focused Livent ς a Big 3 Tesla hydroxide supplier and technology leader, currently 
producing some 20kt lithium compounds per annum.   
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I have no doubt Issue 59 from May 11 ŘŜǎŜǊǾŜǎ ǎƻƳŜ ŎǊŜŘƛǘ ŦƻǊ ǇǊƻƳǇǘƛƴƎ [!/Ωǎ ǎǇŜŎǘŀŎǳƭŀǊ ǇǊŜ-Battery 
Day rise - one of my most widely read issues. I believe a similar άǿƘƛǘŜ ǇŀǇŜǊέ ōȅ CƻǊƳƛŘŀōƭŜ !ǎǎŜǘ 
Management ς a $450M money manager based in Cincinnati, Ohio ς which got widespread distribution 
thanks to a September 25 Bloomberg article ς had something to do with ƭŀǎǘ ǿŜŜƪΩǎ ǇŀǊŀōƻƭƛŎ LAC rise. 
{ƻǊǘƛƴƎ ǘƘǊƻǳƎƘ ǘƘŜ άƴƻƛǎŜέ ŀƴŘ ƭƻƻƪƛƴƎ ŦƻǊ ǘƘŜ άǎƛƎƴŀƭǎέ ŀƳƛŘǎǘ ǘƘŜ tsunami of information ς and  
disinformation ς ƛƴ ǘƻŘŀȅΩǎ ƳŀǊƪŜǘ ƛǎ ƴƻǘ ǎƛƳǇƭŜΦ L ǎŜƴǎŜ [!/ ƛǎ ŜȄǇŜǊƛŜƴŎƛƴƎ ǎƻƳŜ t[[ ǘŀƛƭǿƛƴŘǎΣ ¢Ŝǎƭŀ 
clay correlation/confusion, and technical momentum trading/call option Robinhood speculation. [!/Ωǎ 
27M share volume on a single day last Friday, was nearly 4 times its average monthly volume in April 
and May. 
 

 
 
CƻǊ ǘƘƻǎŜ ǎƻ ƛƴŎƭƛƴŜŘ ǘƻ ŘƛƎ ƛƴǘƻ ǘƘŜ ǘŜŎƘƴƛŎŀƭ Ŏƭŀȅ ǿŜŜŘǎ ǇǊƻƳǇǘŜŘ ōȅ ¢ŜǎƭŀΩǎ ǎŀƭǘȅ ŎƻƳƳŜƴǘŀǊȅΣ LΩŘ 
highly recommend Alex Grant of Jade Cove Partners thoughtful piece on the topic. He and his highly 
credentialed co-authors are not dismissive of the potential for the acid-free process Elon Musk and 
5ǊŜǿ .ŀƎƭƛƴƻ ŜǎǇƻǳǎŜŘ ƻƴ .ŀǘǘŜǊȅ 5ŀȅΣ ǿƘƛŎƘ ŎƻƴǘǊŀǎǘǎ ǿƛǘƘ [!/Ωǎ ŎǳǊǊŜƴǘ ŀŎƛŘ-rich flow sheet. 
 
I disagree ǿƛǘƘ ƳǳŎƘ ƻŦ CƻǊƳƛŘŀōƭŜΩǎ interpretations about LAC and PLL. I believe they affix far too high 
a valuation on Cauchari vs. Thacker Pass, dismiss the complications in scaling production to battery 
quality and make no mention that LAC has not yet determined if they can/will make the lithium 
hydroxide most wanted by American and European EV OEMs.  
 
Bǳǘ ǘƘŀǘΩǎ hY, ǘƘŀǘΩǎ ǿƘŀǘ ƳŀƪŜǎ ƳŀǊƪŜǘs ǿƻǊƪΦ !ƴŘ LΩƳ ƴƻǘ ŀǊƎǳƛƴƎ ƴŜŎŜǎǎŀǊƛƭȅ ǘƘŀǘ [!/ ƛǎ ǊƛŘƛŎǳƭƻǳǎƭȅ 
overvalued. But rather, the re-rating LAC has experienced ς which is in line with USA investor 
enthusiasm for EV-themed Special Purpose Acquisition Companies (SPACs) ς should be replicated for 
other USA mining assets with USA listings, like Piedmont. I discuss this in greater detail below, which 
builds on earlier Lithium-ion Bull issues suggesting that Mining equities ς from blue-chips like Rio Tinto, 
BHP and others that comprise the PICK ETF ς to credible greenfield developers of high quality assets, are 
undervalued and poised for super-cycle re-rating like the 2002-2012 period.   
 
  

https://60909e46-79bd-4fe7-9a09-bec8eb48ffa9.filesusr.com/ugd/affbaa_ca3b91860c374407b136c70e9b9523e0.pdf
https://www.formidableam.com/white-papers/
https://www.formidableam.com/white-papers/
https://www.linkedin.com/pulse/inside-teslas-lithium-clay-salt-extraction-process-alex-grant/
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EValuating Lithium Americas  
 

I calculate below that Thacker Pass has leapt to the top of my Mr. Market Lithium Scoreboard as an 
unfunded development asset and today is valued above USD 1B. While impossible to quantify precisely 
ƎƛǾŜƴ [!/Ωǎ Ǿŀƭǳŀǘƛƻƴ ƛǎ also underpinned by its 49%-owned Cauchari JV with /ƘƛƴŀΩǎ Ganfeng, I take a 
stab at disaggregating these two assets using its direct Argentina comparable Orocobre as a reference, 
and the March 23, 2020 COVID bottom as a starting point. I assumed on that date the market was 
ǾŀƭǳƛƴƎ ¢ƘŀŎƪŜǊΣ ŀǎ ƛǘ Ƙŀǎ ŦƻǊ ƳǳŎƘ ƻŦ [!/Ωǎ ƭƛŦŜΣ ŀǘ ȊŜǊƻΥ Freebird. 
 
ORE owns more of Olaroz than LAC does Cauchari (66% vs. 49%) and is in Stage One production with 
Stage Two construction meaningfully underway. It is focused on Japan and other ex-China markets, has 
received lower cost equity and debt funding from Japan, and its strategy is focused more on higher 
priced battery quality lithium hydroxide. hw9Ωǎ ǉǳŀƭƛǘȅ ǇǊƻōƭŜƳǎ ŀǊŜ ǿŜƭƭ ƪƴƻǿƴΣ ōǳǘ ǘƘŜǊŜ Ƙŀǎ ƴŜǾŜǊ 
ōŜŜƴ ŀ ōǊƛƴŜ ƎǊŜŜƴŦƛŜƭŘ ƻǊ ōǊƻǿƴŦƛŜƭŘ ǘƘŀǘ ƘŀǎƴΩǘ ƘŀŘ ǉǳŀƭƛǘȅ ŀƴŘκƻǊ ǊŀƳǇƛƴƎ ƛǎǎǳŜǎ ŦǊƻƳ ƧǳƴƛƻǊǎ ŀƴŘ 
majors. L ǊŜǾŜǊŜ DŀƴŦŜƴƎΩǎ ŜȄǇŜǊǘƛǎŜ; but I fully expect their very ambitious, first major foray outside 
China -- in high altitude, high risk brine in high risk Argentina -- will experience similar challenges as did 
and still do Livent, Albemarle, SQM. 
 
In Stage One construction, China-carbonate-focused Cauchari had worse-than-Orocobre (and Livent) 
COVID problems and now further delayed start-up. Why then would Cauchari outperŦƻǊƳ hw9Ωǎ ǊƛǎŜ? 
LACΩǎ 500%+ rise ŦǊƻƳ aŀǊŎƘ ƭƻǿǎ ǾǎΦ hw9Ωǎ пу҈ ƳŜŀƴs ǘƘŜ ǊŜǎǘ ƻŦ [!/Ωǎ Ǿŀƭǳŀǘƛƻƴ ƛǎ ¢ƘŀŎƪŜǊ tŀǎǎ, IMO. 
As a sanity check, to imply Cauchari is worth $334M vs. $584M Olaroz, a 43% discount, feels right. Ditto 
ǾǎΦ [ƛǾŜƴǘΩǎ ϷмΦо.Σ ŎƻƴǎƛŘŜǊƛƴƎ it owns 100% of Hombre Muerto, has been producing for 20 years, is 
9.L¢5! ǇƻǎƛǘƛǾŜ ŀƴŘ ƛǎ ƻƴŜ ƻŦ ¢ŜǎƭŀΩǎ о ƘȅŘǊƻȄƛŘŜ ǎǳǇǇƭƛŜǊǎΦ 
 

 
 
FWIW, the following information has been conveyed to the market about Thacker Pass in recent weeks: 
 

1. Elon Musk prefers an acid-free process vs. the acid heavy one Thacker is trying to get permitted  
2. [!/ /9h ǘƻƭŘ ŀƴ ƛƴǾŜǎǘƻǊ ƎǊƻǳǇ ŀǘ /ƛǘƛ ǘƘŀǘ ¢ƘŀŎƪŜǊΩǎ 5C{ ǿƛƭƭ ōŜ ŦǳǊǘƘŜǊ ŘŜƭŀȅŜŘ ŦǊƻƳ vп ǘƻ vм 
3. LAC CEO at the same event ǎǘƛƭƭ ŎŀƴΩǘ ǎŀȅ ƛŦ Thacker can/will focus on hydroxide or carbonate  
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Unicorn Thacker Pass 
 
Should LAC/Thacker Pass maintain its unicorn valuation?  I hope so (disclosure: I own no LAC shares). I 
believe LAC will likely raise equity in the near term, as Orocobre raised $100M in September. ThŜȅΩŘ ōŜ 
ŀƭƳƻǎǘ ƛǊǊŜǎǇƻƴǎƛōƭŜ ƴƻǘ ǘƻ ŀǘ ǘƘŜǎŜ ǇǊƛŎŜǎΣ ŎƻƴǎƛŘŜǊƛƴƎΣ ŀƳƻƴƎ ƻǘƘŜǊ ǘƘƛƴƎǎΣ ǘƘŀǘ ǘƘŜƛǊ ŘŜōǘ ǘƻ /ƘƛƴŀΩǎ 
DŀƴŦŜƴƎ ƛǎ ǎŜŎǳǊŜŘ ƛƴ ǇŀǊǘ ōȅ ¢ƘŀŎƪŜǊ tŀǎǎΦ L ŦǳǊǘƘŜǊ ōŜƭƛŜǾŜ DŀƴŦŜƴƎΩǎ ƴŜȄǘ ǎƳŀǊǘ ƳƻǾŜ ǿƛƭƭ ōŜ ŀ ǎŜƭƭ 
down of their 17% LAC stake ς perhaps alongside an organized LAC equity raise, or possibly in the open 
market. I believe LAC management and shareholders should welcome such sell down. Having taken 51% 
control of Cauchari in Argentina and the vast majority of stage one off-take for 20 years, Ganfeng is 
pursuing Bacanora clay, not Thacker Pass, ǿƘƛŎƘ ƳŜŀƴǎ ϷмттнΩǎ ·ƛŀƻ {ƘŜƴΩǎ Ǉƻǎƛǘƛƻƴ ƻƴ ǘƘŜ ōƻŀǊŘ ƻŦ 
LAC presents a clay conflict. Having invested at CAD 4.20 equivalent 3.5 years ago, Ganfeng is sitting on 
пΦр· Ǝŀƛƴǎ ŀǘ CǊƛŘŀȅΩǎ ǇǊƛŎŜΦ Ϥ¦{5 нрлa ǇǊƻŎeeds would complement their recent USD 200M equity 
raise for growth investments like Bacanora and represents an attractive cost of capital. 
 
LΩǾŜ ŀǊƎǳŜŘ ǘƘǊŜŜ ǘƘƛƴƎǎ ǿƛǘƘ ǊŜǎǇŜŎǘ ǘƻ ¢ƘŀŎƪŜǊ tŀǎǎ ς a project for which I spent the first 7 of my 10 
lithium years focused on exclusively: 
 

¶ In a neutral to bear market (pre-summer 2020): unless/until Ganfeng/Bacanora cracks the clay 
code, few financial or strategic investors will speculate on Thacker Pass given the abundant 
alternatives in conventional hard rock. 

¶ In risk-on bull markets (today): Lithium Americas could attract Nemaska-like levels of 
speculative retail funding and potentially go it alone and/or attract non-Auto OEM strategic 
partners. Traditional institutions and industrial companies may take the project execution risk of 
never-been-done-at-scale clay especially if LAC can get through BLM permitting. 

¶ ά¢Ƙƛƴƪ 5ƛŦŦŜǊŜƴǘέ ŜƴǘǊŜǇǊŜƴŜǳǊǎ could take on the clay challenge: I was right to speculate about 
Elon Musk. Iƛǎ Ŏƭŀȅ ōƻƎŜȅ ƛǎ ϤϷуYκǘΣ ƴƻǿ ǘƘŀǘ ƘŜΩǎ ǊŜŘǳŎƛƴƎ ōȅ оо҈ Ƙƛǎ hydroxide cost from 
~$12K, thanks to ǎǇƻŘǳƳŜƴŜ ŦǊƻƳ ¢ŜǎƭŀΩǎ Piedmont Lithium. 

 
A LAC public equity raise ς ƭƛƪŜ ǘƘƻǎŜ ǳƴŘŜǊǘŀƪŜƴ ōȅ bŜƳŀǎƪŀΩǎ ŘǳǊƛƴƎ [ƛǘƘƛǳƳ нΦлΩǎ ŜǳǇƘƻǊƛŀ ς would 
ǎǘǊŜƴƎǘƘŜƴ [!/Ωǎ ōŀƭŀƴŎŜ ǎƘŜŜǘ ŀƴŘ ƴŜƎƻǘƛŀǘƛƴƎ Ǉƻǎƛǘƛƻƴ ŀǎ ƛǘ ǘǊƛŜǎ ǘƻ ŎƻƴǾƛƴŎŜ ǎǘǊŀǘŜƎƛŎǎ ǘƻ W± ƛƴ bŜǾŀŘŀ 
if they receive environmental approval. The world will need all the lithium it can get its hands on. If LAC  
proves ƛǘ Ŏŀƴ ƳŀƪŜ ōŀǘǘŜǊȅ ǉǳŀƭƛǘȅ ƘȅŘǊƻȄƛŘŜΣ LΩƳ ǎǳǊŜ ¢Ŝǎƭŀ ǿƛƭƭ ǿŜƭŎƻƳŜ ǘƘŜƳ ŀǎ ŀ ǎǳǇǇƭƛŜǊ ƛƴ ŦǊƻƳ 
2025. 
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S3XY Hydroxide Rocks! 
¢ŜǎƭŀΩǎ Piedmont Lithium 

 
The rest of tƻŘŀȅΩǎ ƛǎǎǳŜ ŀŘŘǊŜǎǎŜǎ Ƙƻǿ ǘƻ ƛƴǘŜǊǇǊŜǘ ¢ŜǎƭŀΩǎ Piedmont Lithium -- from the perspective of 
a USA Jane and George Batterypack investor; LAC lovers who also Think Different from mining 
speculators dabbling in ASX and TSX listed shares; or current and former lithium executives and experts 
who travel the far reaches of the globe but largely ignored the object of ElonΩǎ gaze in their own North 
Carolina backyard; and continue to convey disinformation about the seriousness and import of t[[Ωǎ 
ŎƻƴǘǊŀŎǘ ǘƻ ¢ŜǎƭŀƴŘƛŀΩǎ ŦƻǊŀȅ ƛƴǘƻ ƳŀƪƛƴƎ ƛǘǎ ƻǿƴ ƘȅŘǊƻȄƛŘŜΦ To reiterate: The below is my own research 
but is NOT investment advice. I am not a financial adviser nor broker-dealer. RK Equity is a retained 
advisor to Piedmont and I personally own PLL shares. Do your own research. Read disclaimer. 
 

 
 

¢ŜǎƭŀΩǎ Piedmont Lithium is trading at more than one-third  the value of Thacker Pass, in my estimation. 
And even more when compared to the aboveΧ 
 

SPACtacular EValuations ς Looking Forward to 2023/24+ EBITDA 
 

Since I wrote about MP Materials/Fortress Value Acquisition SPAC in July ς ǊŜǾƛǾƛƴƎ /ŀƭƛŦƻǊƴƛŀΩǎ ǊŀǊŜ 
earths hard rocks for USA supply and EV permanent magnet security ς several new EV/SPACs have 

arrived. Recall FVAC justified its $1B pre-money, $1.5B post-ƳƻƴŜȅ ǾŀƭǳŜΣ ƻƴ ŀ άōŀǎŜ ŎŀǎŜέ Ϸноуa 
2023 EBITDA from a mined and processed raw material ς NdPr ς that is 60% ABOVE prevailing 
ƳŀǊƪŜǘ ǇǊƛŎŜǎΦ aǊΦ aŀǊƪŜǘ ƭƛƪŜǎ ǿƘŀǘ ƛǘΩǎ ǎŜŜƛƴƎ ƛƴ C±!/Σ ǘƻŘŀȅ ƴƻǿ ŀǘ ϷнΦн. ƳŀǊƪŜǘ ǾŀƭǳŜΦ 

 
tƛŜŘƳƻƴǘΩǎ άƛƴǘŜƎǊŀǘŜŘ ǎǘǊŀǘŜƎȅές in which it plans to mine and process battery quality lithium 
hydroxide from its own North Carolina resource, forecasts steady state EBITDA of $218M, based on 
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Benchmark Minerals long-term ~$12,910 BQ LiOH prices ς a price about IN-LINE with what 
Albemarle is achieving on its contracts with WŜǎǘŜǊƴ 9± h9aǎΦ tƛŜŘƳƻƴǘΩǎ άƳŜǊŎƘŀƴǘ ǎǘǊŀǘŜƎȅέ 
assumes it buys spodumene at USD 564M - ABOVE current prices in the low $400s. 
 
Assuming a blended integrated/merchant 2024E EBITDA of $184M ς Piedmont at USD 300M 
market cap is trading at an 80+% discount to the above EV-themed SPAC universe before full 
funding. Why should private, pre-SPAC valuations be so much higher than publicly-traded PLL? 
 

Apples + Oranges = Plain vaniLLa Logic 
 

What is more scarce and what has greater risk/reward ς the only clean and green pure spodumene 
district in the USA with a proven track record to profitably produce critical lithium compounds that 
will likely power the Tesla Semi, Cybertruck and Plaid? Or the following?  
 

 
 
Henrik FiskerΩǎ bad Karma came to market around the time of 9ƭƻƴΩǎ Tesla, but failed. But hŜΩǎ convinced 
Apollo Management and likely its SPAC investors to give him a second chance with the following pitch: 
 

¶ Fully fund production of the Oceana SUV; 

¶ Which includes a άƴŀǘƛǾŜ ŀǇǇέ ǘƘŀǘ ǿƛƭƭ ƻŦŦŜǊ ŀ άstate-of-the-art ownership experienceέ; 

¶ Trust us to άnegotiate an agreementέ with VW to secure a source of battery supply; 

¶ Trust us to partner for manufacturing with an existing auto OEM not add new plant capacity 
 

Will Fisker succeed second time round in the face of mass competition from Tesla, auto incumbents 
and startups like Lucid? Or fail again, as Dyson gave up earlier this year and Nikola seems destined 
to.  Fool (sells) me once, shame on you. Fool me twice, sƘŀƳŜ ƻƴ ƳŜΧ 
 
Why pay Fisker 14 times more market cap ǘƻΣ ŜǎǎŜƴǘƛŀƭƭȅΣ άōŜǘ ŀƎŀƛƴǎǘ 9ƭƻƴΣέ ǿƘŜƴ ȅƻǳ Ŏŀƴ άōŜǘ 
ŀƭƻƴƎǎƛŘŜ 9ƭƻƴέ ŦƻǊ Ϸоллa ǿƛǘƘ tƛŜŘƳƻƴǘ [ƛǘƘƛǳƳΚ  
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Solid State of Mind?! 
 
Solid-state hopeful Quantumscape ς which in June attracted VW for a $100M staged PIPE to help fund 
construction of a pilot plant later this year ς is now taking $700M at a $2.6B pre-money valuation to 
άŦǳƭƭȅ ŦǳƴŘέ ǇǊƻŘǳŎǘƛƻƴΦ  

 
 
The valuation argument was based on 1X 2027E sales, the first year it also anticipates being EBITDA 
ǇƻǎƛǘƛǾŜΦ vǳŀƴǘǳƳǎŎŀǇŜ ŘƻŜǎƴΩǘ ŜȄǇŜŎǘ ƳŜŀƴƛƴƎŦǳƭ ǊŜǾŜƴǳŜ ǳƴǘƛƭ нлнсΦ  ¸Ŝǘ ¦{! ƛƴǾŜǎǘƻǊǎ ƘŀǾŜ ōƛŘ ǳǇ 
$KCAC/Quantumscape now to $7B valuation ς a stunning minus 50X+ 2024 EV/EBITDA. 
 

 
 

Piedmont is expected to be supplying Tesla with spodumene and other customers with battery quality 
lithium hydroxide as early as 2023 and should be fully ramped and achieving steady state $180M+ 
EBITDA by 2024/25. 

 
 
 
 


