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RESOURCES

Quick Comment EUROZ
OM Holdings Ltd (OMH $0.80) Buy

Analyst Date Price Target
Michael Emery 30t July 2019 $1.80/sh

June'1l9 Quarterly

Key Points

e OMH has released another strong Q production and sales result, as well as
an impressive 23.8% Q on Q improvement in marketing and trading (516kt vs
417kt prev. Q), due to a net increase of third party ores traded;

e Sarawak (OMH 75%) smelting operations continue to perform above
nameplate capacity, producing 58kt of FeSi (up 3% vs 56kt Mar Q) and 63kt
of Mn alloys (Uup 6% vs 59kt Mar Q);

e Sales from Sarawak improved with FeSi sales of 58kt (up 14% vs 52kt Mar
Q) and Mn alloy sales of 62kt (up 24% vs 51kt Mar Q), mainly due to two
shipments that were scheduled for end of Mar being delayed to start of April;

e Mn ore production at Bootu Ck improved 18% (195kt @ 35.73% vs 165kt @
35.48% prev. Q) despite a process plant yield of 39.8% vs budget 41% due to
limited availability of blending material for the highly siliceous Tourag ore;

e Total material movement at Bootu Ck improved 41% Q on Q to 2.6Mbcm,
however ore mined reduced 16% from prev. Q (357kt vs 426kt Mar Q) due to
completion of Tourag Stage 6 pit and Chugga Far North D pit;

e Tailings Retreatment Plant assembly underway at Bootu Ck, with final on-site
commissioning expected within next two weeks;

* While we have limited optics on financials until HY reporting, we expect
softer pricing for Mn ore and alloys throughout the June H to be partially
offset by higher volumes;

* 44% Mn ore prices have decreased 11% Q on Q (US$5.74/dmtu vs US$6.46/
dmtu) due to elevated port stock in China, while FeSi prices have decreased
5% Q on Q (US$1,110/t vs US$1,11770/t) as a result of increased production
rates from Chinese FeSi producers;

e OMH'’s 13% stake in the Tshipi Mn mine delivered a ~-US$10.6m special
dividend for the Company in June, with a further dividend expected in
HIFY20, subject to Mn prices;

® As previously announced, the significant sustainable turnaround in OMH in CY18
resulted in a final A$0.02/sh dividend paid to shareholders in May’19 (~A$15m);

* During the Q OMH entered into a farm-in/JV agreement with Bryah Resources
Ltd (ASX:BYH) for the Bryah Basin Manganese Project in WA, with Stage 1
of exploration drilling intersecting mineralisation from surface at Brumby Ck.
Stage 2 follow up drilling was completed 3 July’19 with results pending;

* We believe that Mn ore and alloy prices have bottomed and that OMH’s moat
around Sarawak power pricing will continue to protect financial results. We
therefore continue to see good upside from current prices, maintaining our
Buy recommendation and PT of $1.80/sh.

Investment Thesis

Strong production results continue from OMH with operations performing at or
above capacity. OMH’s flagship Sarawak smelting complex in Malaysia remains a
world class low cost producer of ferroalloys (FeSi, SiMn & HCFeMn) and, despite
recent weaker commodity prices, we expect financial results to be somewhat
protected by Sarawak’s attractively priced, long term hydro-electricity supply.
Current SP weakness provides an opportunity as we believe Mn ore and allow
prices have bottomed. Buy maintained, with PT of $1.80/sh.

OM Holdings Ltd (OMH)

Share Price 0.80 A$/sh Enterprise Value 903 A$/m
Price Target 1.80 A$/sh Debt (attr) 385 A$/m
Valuation 1.72  A$/sh Cash 92 A$/m
Shares on issue 751 m(dil) Largest ShareholderHuang Gang 12.1%

Market Capitalisation 610 A$m
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Copyright & Distribution

The material contained in this communication (and all attachments) is prepared
for the exclusive use of clients of Euroz Securities Ltd (ACN 089 314 983)
(“Euroz”) only. Euroz is the holder of an Australian Financial Services Licence
(AFSL 243302) issued by the Australian Securities and Investments Commission
(“ASIC”) and is a participant of the Australian Securities Exchange Group

(“ASX Group”).

The information contained herein is confidential and may be legally privileged.
If you are not the intended recipient no confidentiality is lost nor privilege
waived by your receipt of it. Please delete and destroy all copies, and contact
Euroz on (+618) 9488 1400. You should not use, copy, disclose or distribute this
information without the express written authority of Euroz.

Disclaimer & Disclosure

Euroz and its associates declare that they deal in securities as part of their
securities business and consequently may have a relevant interest in the
securities recommended herein (if any). This may include providing equity
capital market services to their issuing company, hold a position in the securities,
acting as principal or agent, or make a market therein and as such may effect
transactions not consistent with the recommendation (if any) in this report.

Euroz declares that it may have acted as an underwriter, arranger, co-arranger or
advisor in equity capital raisings, and will have received a fee for its services, for
any company mentioned within this report during the last 12 months.

You should not act on any recommendation issued by Euroz without

first consulting your investment advisor in order to ascertain whether the
recommendation (if any) is appropriate, having regard to your investment
objectives, financial situation and particular needs. Nothing in this report shall
be construed as a solicitation to buy or sell a security, or to engage in or refrain
from engaging in any transaction.

Euroz believes that the information and advice contained herein is correct at
the time of compilation, however we make no representation or warranty that
it is accurate, complete, reliable or up to date, nor do we accept any obligation
to correct or update the opinions in it. The opinions expressed are subject to
change without notice. No member of Euroz accepts any liability whatsoever
for any direct, indirect, consequential or other loss arising from any use of this
material.

We cannot guarantee that the integrity of this communication has been
maintained, is free from errors, virus interception or interference.

Analyst Certification

We hereby certify that all of the views expressed in this report accurately reflect
our personal views about the subject company or companies and its or their
securities.

No part of our compensation was, is or will be directly or indirectly, related to
the specific recommendations or views expressed by the authoring analyst in
this research.
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