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Impact: Very Positive 

Lake Resources signed a non-binding Memorandum of Understanding 
(MOU) with Ford Motor Company (NYSE:F, Not Rated) for an offtake of 
25ktpa LCE from its flagship, Kachi Li brine project in Argentina. In 
conjunction with the recent off-take and strategic collaboration with 
Hanwa of Japan, Lake has now covered the sale of 100% of its proposed 
production from Kachi. We view this potential offtake agreement for 
the other half of Kachi’s planned production very positively, as it even 
further de-risks the project, and this time the deal associates Lake 
Resources with Ford, one of the world’s most recognizable brands. 
With offtake negotiations in progress with both Ford and Hanwa, debt 
funding in place for 70% of Capex, pilot plant construction underway 
and a recent increase to 50ktpa LCE in planned production, we expect 
the upcoming DFS to demonstrate stellar economics for Kachi. We also 
see room for further valuation improvement. Beyond these attributes, we 
signal that there is considerable potential for us to improve our forecasts 
as we continue to use US$15k/t for our LCE price assumption. Given that 
demand for LCE is pending, some similar brine producers are selling LCE 
at US$35k/t, global averages are in the high US$60k/t range and Chinese 
prices approach US$80k/t, we see potential to increase revenue by 
multiples of current forecasts. We await further economic studies to help 
further define costs.  

Terms likely to mimic Hanwa deal. The announcement with Ford was 
vague, but we anticipate it to be like the recent Hanwa deal. Management 
indicates that it should formalize this deal quickly and provide further 
updates in coming weeks. Irrespective of terms, having Ford commit to 
an announcement of a non-binding MOU shows serious intent, and Ford 
also shares LKE’s commitment to ESG and sustainable Li production. We 
suspect further collaboration down the road.  

Suspected terms of the 25ktpa LCE potential Ford off-take. The Hanwa 
is subject to 15ktpa in minimum deliveries over 10 years with an option for 
another ten. LCE would be priced at an average rate of several price points 
looking back one quarter. Timing of a final deal was not provided. Unlike 
the Hanwa off-take that likely will then be sold to 3rd parties, we expect 
lithium deliveries due to Ford would remain within its own supply chain.  

We maintain our BUY rating and increase our target price to A$3.15/sh 
(was A$2.20). Our target price is derived using a DCF to which we now 
apply a higher 1.0x multiple (was 0.7x), to account for additional de-risking. 
Lake Resources is seeing a re-rating as it financially de-risks Kachi through 
arranging both 70% of its required debt, and off-take for 100% of its 
expanded 50,000 tpa LCE capacity. It does not hurt to be associated with 
one of the world’s largest car companies either. The DFS and further pilot 
plant resting at Kachi should continue to re-rate Lake ASX:LKE. Upcoming 
catalysts: 1) Finalize Hanwa (Apr/22) and Ford offtakes (H1/22), 2) Demo 
plant (Q2/22), 3) Resource update, DFS and ESIA (Q2/22), 4) Arrange 
financial project financing, 5) Assays from brine projects (H2/22), 6) 
Construction decision (H2/22), and 7) H2/24 production. 
 

Lake Resources NL (ASX:LKE) 
Ford Motor Company Signs Non-binding MOU For LCE Off-take 

Corporate Update 
April 11, 2022 

(Currency is A$ unless noted otherwise)

Closing Price (A$/sh) $1.86

Rating BUY

Target ($/sh) $3.15

Return to Target 69%

52 Week Low / High $0.21   /   $2.65

CAPITALIZATION Basic Diluted 

Shares Outstanding (M) 1,227.0   1,365.0    

Market Capitalization ($MM) $2,282.2

Enterprise Value ($MM) $2,212.2

Cash and Cash Equivalents ($MM) $70.0

Total Debt ($MM) $0.0

FYE: JUN 30 2021A 2022E 2023E
LCE produced (t) 0 0 0
Total cash costs (US$/t) 0 0 0
EPS (A$/sh) 0.00 0.00 -0.02

CFPS (A$/sh) 0.00 0.00 -0.02

STOCK CHART

RELATIVE PERFORMANCE

RELATIVE VALUATION C$ EV/t LCE P/NAV

Lake Resources NL $471.9 0.56x

Peers* $143.9 0.62x

*S&P Capital IQ

MAJOR SHAREHOLDERS

DISCLOSURE CODE: 3,4

(Please refer to the disclosures listed on the back page)

Source: RCS, Company Information, S&P Capital IQ

Company Description

Management (9.04%), Acuity Capital Investment 

Management (3.26%), Sydney Business Advisers Pty Ltd 

(1.21%), Fidelity International Ltd (1.19%)

Lake Resources NL is a clean lithium developer utilising

clean, direct extraction technology for the development of

sustainable, high purity lithium from its flagship Kachi

project, as well as three other lithium brine projects in

Argentina. The projects are located in a prime location within

the Lithium Triangle, where 40% of the world’s lithium is

produced at the lowest cost. The Kachi project covers 70,000

ha over a salt lake, just south of Livent Corp.’s lithium

operation in Argentina, and hosts a large indicated and

inferred resource estimate of 4.4Mt LCE.
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Disclosure Statement 
Updated April 10, 2022 
 

   
 
Disclosure Requirement 
Red Cloud Securities Inc. is registered as an Investment Dealer in all Canadian provinces and 
territories, and is a member of the Investment Industry Organization of Canada (IIROC). Part 
of Red Cloud Securities Inc.'s business is to connect mining companies with suitable 
investors. Red Cloud Securities Inc., its affiliates and their respective officers, directors, 
representatives, researchers and members of their families may hold positions in the 
companies mentioned in this document and may buy and/or sell their securities. 
Additionally, Red Cloud Securities Inc. may have provided in the past, and may provide in 
the future, certain advisory or corporate finance services and receive financial and other 
incentives from issuers as consideration for the provision of such services.  
 
Red Cloud Securities Inc. has prepared this document for general information purposes only. 
This document should not be considered a solicitation to purchase or sell securities or a 
recommendation to buy or sell securities. The information provided has been derived from 
sources believed to be accurate but cannot be guaranteed. This document does not take 
into account the particular investment objectives, financial situations, or needs of individual 
recipients and other issues (e.g. prohibitions to investments due to law, jurisdiction issues, 
etc.) which may exist for certain persons. Recipients should rely on their own investigations 
and take their own professional advice before investment. Red Cloud Securities Inc. will not 
treat recipients of this document as clients by virtue of having viewed this document. 
 
Red Cloud Securities Inc. takes no responsibility for any errors or omissions contained herein, 
and accepts no legal responsibility for any errors or omissions contained herein, and accepts 
no legal responsibility from any losses resulting from investment decisions based on the 
content of this report.   
 
Company Specific Disclosure Details   

Company Name Ticker Symbol Disclosures 
Lake Resources NL ASX:LKE 3,4 

 
1. The analyst has visited the head office of the issuer or has viewed its material 

operations.     
2. The issuer paid for or reimbursed the analyst for a portion or all of the travel expense 

associated with a visit. 

Date Rating Target Status %

2021-07-15 NA NA BUY 74%

2021-08-12 NA NA BUY (S) 22%

2021-09-23 NA NA HOLD 0%

2021-09-29 NA NA SELL / Tender 0%

2021-10-12 BUY 1.25 NA 2%

2021-10-13 BUY 1.25 Under Review 1%

2021-10-21 BUY 1.25

2021-12-16 BUY 1.25

2021-12-17 BUY 1.25

2022-01-19 BUY 2.20

2022-03-03 BUY 2.20

2022-03-30 BUY 2.20

Recommendation / Target Change Red Cloud Securities has this percentage of its 

universe assigned as the following:

mailto:research@redcloudsecurities.com
https://www.redcloudfs.com/research-home/
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3. In the last 12 months preceding the date of issuance of the research report or 

recommendation, Red Cloud Securities Inc. has performed investment banking 
services or has been retained under a service or advisory agreement by the issuer.     

  
4. In the last 12 months, a partner, director or officer of Red Cloud Securities Inc., or the 

analyst involved in the preparation of the research report has received compensation 
for investment banking services from the issuer.   

5. The analyst who prepared this research report has a long position, in the issuer’s 
securities.  

6. The analyst who prepared this research report has a short position, in the issuer’s 
securities.  

7. Red Cloud Securities Inc. and its affiliates collectively beneficially owned 1% or more of 
any class of issuer’s equity securities as of the end of the month preceding the date of 
issuance of the research report or the end of the second most recent month if the issue 
date is less than 10 calendar days after the end of the most recent month.  

8. A partner, director or officer of Red Cloud Securities Inc. serves as a Director or Officer 
or Advisory Board Member of the issuer. 

9. A partner, director or officer of Red Cloud Securities Inc. or any analyst involved in the 
preparation of a report has, during the 12 preceding months, provided services to the 
issuer for remuneration other than normal course investment advisory or trade 
execution services. 

10. The analyst who prepared this research report was compensated from revenues 
generated solely by the Red Cloud Securities Inc.’s Investment Banking Department. 

11. Red Cloud Securities Inc. is a market maker in the equity of the issuer. 
12. There are material conflicts of interest with Red Cloud Securities Inc. or the analyst who 

prepared the report and the issuer. 
 

Recommendation Terminology 
Red Cloud Securities Inc. recommendation terminology is as follows: 
• BUY – expected to outperform its peer group 
• HOLD – expected to perform with its peer group 
• SELL – expected to underperform its peer group 
• Tender – clients are advised to tender their shares to a takeover bid 
• Not Rated or NA – currently restricted from publishing, or we do not yet have a rating 
• Under Review – our rating and target are under review pending, prior estimates and 

rating should be disregarded. 
 

Companies with BUY, HOLD or SELL recommendations may not have target prices 
associated with a recommendation.  Recommendations without a target price are more 
speculative in nature and may be followed by “(S)” or “(Speculative)” to reflect the higher 
degree of risk associated with the company. Additionally, our target prices are set based on 
a 12-month investment horizon. 
 
Dissemination 
Red Cloud Securities Inc. distributes its research products simultaneously, via email, to its 
authorized client base.  All research is then available on www.redcloudsecurities.com via 
login and password. 
 
Analyst Certification 
Any Red Cloud Securities Inc. research analyst named on this report hereby certifies that the 
recommendations and/or opinions expressed herein accurately reflect such research 
analyst’s personal views about the companies and securities that are the subject of this 
report. In addition, no part of any research analyst’s compensation is, or will be, directly or 
indirectly, related to the specific recommendations or views expressed by such research 
analyst in this report. 
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