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Jupiter Mines Ltd
(JMS $0.32) Buy

EUROZ HARTLEYS

Analyst Date Price Target

Trent Barnett 23 April 2021 $0.40/sh v from $0.47/sh

2cps final DPS. We expect FY22 DPS of 2.5cps

Investment case

JMS is a low cost manganese producer with a long track record of
distributing cash to shareholders and minimising capex. Even on current
manganese prices it can distribute a solid dividend yield, but if prices
spoke the dividends will increase quickly. Over the past five years, there
have been three big price spikes in the manganese ore price. It appears
we are currently in a price trough. Given how regularly that price spikes
seem to appear, could another one be due reasonably soon? The largest
half yearly dividend was 5cps in September 2018 and the smallest was
0.75cps in May 2020.

Key points
* JMS declared a final DPS of 2cps, unfranked, as expected;

* The company also released financial results, although unaudited
results had already been released,

* We have updated our model. We have increased costs, assumed
an appreciating Rand and modestly lowered production. This has
resulted in a lower DPS estimate for FY22 (to 2.5¢cps);

* We believe our estimate has the potential to be increased over time,
but for now we are happy to be conservative, especially as current
manganese prices are soft;

e On spot prices, we estimate FY22 DPS of 1.5¢cps;

* Given the strong price of steel and increasing interest in battery
metals, plus the weak commodity price making expansions of new
mines difficult, we would hope to see increasing manganese prices
through FY22;

* We retain our Buy on JMS. The attraction of JMS is that it has
very low costs, and distributes cashflow to shareholders. Hence,
shareholders are protected from dilution in weak price environments,
but benefit from increases;

Jupiter Mines Ltd

Year End 30 June

Share Price 0.32 A$/sh
Price Target 0.40 A$/sh
Valuation (DCF) 0.35 A$/sh
WACC 10.0%

Terminal Growth n/a

Shares on issue 1,959 m, diluted
Market Capitalisation 631.8 A$m
Enterprise Value 571.2 A$m
Cash (28 Feb 21p) 60.6 A$m
Debt (28 Feb 21p) - A$m
Key Financials 2021A 2022F 2023F
Revenue (A$m) 304.5 3.4 352.2
EBITDA (A$m) 85.0 92.8 18.7
Reported NPAT (A$m) 67.8 nm nm
Normalised NPAT (A$m) 73.2 59.6 78.2
Operating Cashflow (A$m)73.4 52.2 56.2
Capex (A$m)* -0.2 -28.5 -28.5
Op. Free Cashflow (A$m) 73.2 23.7 27.7
Revenue Growth (%) -19% 2% 13%
EBITDA Growth (%) -37% 9% 28%
Norm. NPAT Growth (%) -26% -19% 31%
Normalised EPS (Ac) 3.7 3.0 4.0
Norm. EPS growth (%) -26% -19% 31%
PER () 8.6 10.5 8.0
EV:EBITDA (x) 6.7 6.2 4.8
DPS (Ac) 3.0 25 2.5
Dividend Yield (%) 9.4% 7.8% 7.8%
Net Debt (A$m) -60.6 -49.2 -56.4
Net Debt:Equity (%) nm nm nm
Interest Cover (x) nm nm nm
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(JMS $0.32) Buy

Analysis
We have made earnings changes, as per below.
Tshipi (49.9%) Unit 29 Feb 20 28 Feb 21 28 Feb 22 28 Feb 23
actual old New % chg Old New % chg old New % chg
Production (100%) Mtpa 3.4 3.1 3.4  8.0% 3.2 31 -21% 3.4 3.4 0.0%
Sales (100%) 3.4 2.8 3.4  22.5% 3.2 3.1 3.4 3.4 0.0%
Received Price US$/dmtu 4.1 3.8 35 -7.3% 4.1 40 -2.5% 4.2 41  -1.8%
AUD US$/A$ 0.67 0.73 073 0.0%| 0.76 0.76  0.0% 0.74 0.74 0.0%
ZAR Rand/US$ 15.3 16.5 16.5 0.0% 15.0 150 0.0% 15.4 15.4 0.0%
Tshipi Revenue (49.9%) A$m 376.4| 268.0 304.5 13.6%| 317.9 303.4 -4.6%| 352.2 3457 -1.8%
ZARmM 3870.5| 3219.2 3656.9 13.6% |3600.6 3436.4 -4.6%| 4027.7 3953.9 -1.8%
Tshipi Cash Costs (49.9%) A$m -241.2| -182.4 -219.5 20.3% | -204.5  -218.1 6.7% | -217.4 -2331 7.2%
ZARmM -2480.2 | -2190.8 -2636.0 20.3% | -2315.9 -2470.5 6.7% | -2485.9 -2665.8  7.2%
ZAR/t -1461.9 | -1573.8 -1545.7  -1.8% | -1457.2 -1588.5 9.0% | -1450.2 -15551  7.2%
Tshipi EBITDA (49.9%) A$m 135.2 85.6 850 -07%| M3.4 853 -24.8% 134.8 112.6 -16.4%
- margin 36% 32% 28% -12.6% 36% 28%  -21.2% 38% 33% -14.9%
Tshipi, 100%, EBITDA A$m 271.0| 171.6  170.3 -0.7%| 2273 170.9 -24.8%| 2702 2257 -16.4%
Tshipi, 100%, Cash dist A$m 2019 120.2 119.4 -0.7%| 145.9 1081 -25.9% 1476 1222 -17.2%
% of EBITDA 75% 70% 70%  0.0% 64% 63% -1.5% 55% 54% -0.9%
Tshipi, 100%, Cash dist ZARmM 2,077| 1,444 1,434 -0.7%| 1,652 1,224 -25.9%| 1,688 1,398 -17.2%
Tshipi, 100%, EBITDA ZARmM 2786.3 | 2061.0 20459 -0.7%| 2574.5 1935.8 -24.8%| 3089.8 2581.5 -16.4%
Tshipi, 100%, EBITDA uss$ 182.4| 124.6 1237 -07%| 1716 1291 -24.8%| 2006 1676 -16.4%
Tshipi NPAT (49.9%) A$m 98.8 54.5 73.2 34.3% 74.5 54.2 -27.2% 89.9 73.9 -17.8%
payout 102% | 10% 82% -261% 98%  100% 1.8% 82% 83% 0.7%
DPS 0.0475| 0.030 0.030 0.0%| 0.030 0.025 -16.7%| 0.030 0.025 -16.7%

Week commencing 19/04/2021 - US$3.10 (Last week - US$3.35)

Manganese Ore Index 37% Mn, Fob Port Elizabeth $ per dmtu of metal contained

Mid (USD)
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Jupiter Mines Ltd EUROZ HARTLEYS
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Price Target

We have lowered our price target to 40cps (from 47cps previously),
given the weak spot manganese price.

Price Target Methodology Weighting Spot 12 mth out
NPV base case valuation 50% $0.35 $0.39
NPV spot valuation 15% $0.13 $0.17
NPV no 4.5mtpa expansion (base case prices) 3% $0.30 $0.33
NPV no 4.5mtpa expansion (spot case prices) 1% $0.1 $0.15
4x EV/EBITDA 24% $0.44 $0.55
10x EV/EBITDA 1% $1.02 $1.28
Dividend yield 6.0% base case 5% $0.54 $0.42
Dividend yield 6.0% spot prices 1% $0.25 $0.25
Risk weighted composite $0.35
12 Months Price Target $0.40
Shareprice - Last $0.3200
12 mth total return 34%
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(JMS $0.32) Buy

K riabl
ey Variables Our Share Price Sensitivity

Val/sh Manganese Ore (44%, CFR China) Vol 000 JMS 12 month price history A$/sh
$0.35  -15%  -10%  -5% 0% 5% 10%  15% oo e
5% | $017 $0.26 $0.34 $0.43 $0.52 $0.61 $0.69 o0 o
-10% | $015 $0.24 $0.32 $0.40 $0.48 $0.57 $0.65 o0 e
8 5% | $014 $0.22 $0.29 $0.37 $0.45 $0.53 $0.6I o0 -
A 0% | $013 $0.20 $0.27 $035 $042 $0.50 $0.57 o e

3 5% | $011 $018 $0.26 $0.33 $0.40 $0.47 $0.54 ]
10% | $010 $017 $0.24 $0.31 $0.37 $0.44  $0.51 s wa

15% | $0.09 $0.16 $0.22 $0.29 $0.35 $0.42 $0.48

Our Market Sensitivity

o :
Val/sh Manganese Ore (44%, CFR China) Valuation - $0.35/sh
$0.35 -15% -10% -5% 0% 5% 10% 15% Target Price - $0.40/sh
_150,
15% | $0.00 $0.08 $0.15 $0.22 $0.30 $0.37 $0.45 Bull Scenario - $0.65/sh
-10% | $0.05 $0.12 $0.20 $0.27 $0.34 $0.42 $0.49 Trades on premium to NAV given the very long
3 -5% | $0.09 $0.16 $0.24 $0.31 $0.39 $0.46 $0.53 mine life and interest in manganese.
= 0% | $013 $0.20 $0.27 $0.35 $0.42 $0.50 $0.57 Base Scenario - $0.35/sh
N 5% | $016 $0.23 $0.31 $0.38 $0.46 $0.53 $0.60 Trades on base case DCF.
10% | $0.19 $0.26 $0.34 $0.41 $0.49 $0.56 $0.63 Bear Scenario - $0.15/sh
15% | $0.22 $0.29 $0.36 $0.44 $0.51 $0.59 $0.66 Trades on spot prices DCF.
Val/sh USDAUD Company Summary
$0.35 -15% -10% -5% 0% 5% 10% 15% Manganese producer in Sth Africa (via 49.9%
-15% | $0.29 $0.26 $0.24 $0.22 $0.21 $0.19 $0.8 interest in Tshlpl_ mme)'. 'Long mine life, low
cost and highly incentivised management for
-10% | $0.34  $0.31 $0.29 $0.27 $0.25 $0.23 $0.22 shareholder friendly capital management. Risks
8 5% | $0.39 $0.36 $0.33 $0.31 $0.29 $0.27 $0.25 areI Stlh Africa sovereign risk & manganese price
2 0% | $0.43 $0.40 $0.37 $0.35 $0.33 $0.31 $0.29 volatility.
S 5% | $0.47 $044 $0.41 $0.38 $0.36 $0.34 $0.32
Disclaimer
10% | $0.51 $0.47 $0.44 $0.41 $0.39 $0.36 $0.34 N it b based
The projections and information above is base
15% | $0.54 $0.50 $0.47 $0.44 $041 $0.39 $0.37 on the set assumptions outlined. Due care and

attention has been used in the preparation of

Euroz Forecast EY'21 FY'22 FY'23 FEY'24 this information. However actual results may
vary from forecasts and any variation may be

Manganese: 44% 4.42 4.58 4.69 476 materially positive or negative. Forecasts by their

benchmark cfr very nature, are subject to uncertainty and con-

AUDUSD 073 0.76 0.74 0.74 tingencies, many of which are outside the control
of Euroz.

USDZAR 16.54 15.00 15.40 16.15
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(IJMS $0.32) Buy

Financial Statements 2020A 2021A 2022F 2023F Performance Ratios 2020A 2021A 2022F 2023F
Cash 29 61 44 48 Growth & Margins
Other Current Assets 40 64 46 46 Revenue Growth -24% -19% 0% 14%
Total Current Assets 70 124 91 95 EBITDA Growth -48% -37% 0% 32%
Property, Plant & Equip. ) 0] ) 0] EBIT Growth -32% -22% 1% 16%
Exploration 12 0] ) 0] Reported NPAT Growth -33% -29% nm nm
Investments/other 439 432 432 432 Normalized Net Profit Growth -48% -26% -26% 36%
Tot Non-Curr. Assets 450 432 432 432 EBITDA margin 35.9% 27.9% 281% 32.6%
Total Assets 520 556 522 526
Short Term Borrowings 0 0 0 0] Normalized net profit margin 26.2% 24.0% 17.9% 21.4%
Other 38 43 43 43 Effective tax rate 28% 28%
Total Curr. Liabilities 38 43 43 43
Long Term Borrowings (¢] 0 (¢] 0 Liquidity
Other o 56 54 54 54 Capex/depreciation (x) nm nm nm nm
Total Non-Curr. Liabil. 56 54 54 54 Current ratio (X) 18 29 21 2.2
Total Liabilities 94 97 97 97 Quick ratio (x) 18 25 21 292
Net Assets 426 459 426 430 Receivable days nm nm nm nm
Net Debt (net cash) -29 -61 -44 -48 Payable days nm nm nm nm
Risk Measures
Cash flow (A$m) 2020A 2021A 2022F 2023F Payout ratio (%) 94.2% 80.3% 90.3% 66.3%
Operating Cashflow 85 75 50 57 Net interest cover x) nm nm nm nm
Income Tax Paid 3 2 3 -4 Net debt/equity (%) nm nm nm nm
Interest & Other 1 0] [0} 6] Returns
Operating Activities 83 73 47 53 ROIC (pre-tax) 356% 21.4% 20.9% 28.4%
Return on Assets 171%  12.6% 100%  14.1%
Property, Plant & Equip. (6] (6] (6] 0 Return on Equity 22.8% 15.3% 12.3% 17.3%
- off JMS b/s (ie 50% Tshipi) o] o] -29 -29 Implied Asset Life (PPE/Depr.) nm nm nm nm
Exploration and Devel. -1 (¢] (¢] 0
Other o o o 0 Share Data/Valuation 2020A 2021A 2022F 2023F
Investment Activities -1 [0} o [0}
Share Data
: Issued shares (m) 1959 1959 1959 1959
EO".OW'”?S - ° ° ° ° Weighted ave shares (m) 1959 1959 1959 1959
quity or “tbc capital [0} [0} [0} [0} :
Dividends Paid 127 34 64 49 Fully diluted shares (m) 1959 1959 1959 1959
. : . _ _ _ _ Basic EPS (¢) 4.9 3.5 nm nm
Financing Activities 127 34 64 49 Yo change (%) 33% 20% nm nm
_ R Fully diluted EPS (c) 7.2 4.9 nm nm
Net Cashflow 45 39 16 4 YoY change (%) 70%  -33% nm  nm
Fully diluted normalised EPS (c) 5.0 3.7 2.8 3.8
Balance Sheet ($m) 2020A 2021A 2022F 2023F YoY change (%) -48% -26% -26% 36%
Cash 29 61 44 48 Dividgnd/share © 4.75 3.00 2.50 2.50
Other Current Assets 40 64 46 46 Franking (%) 0% 0% 0% 0%
Total Current Assets 70 124 91 95 Gross cashflow/share (c) 4.3 3.7 2.4 2.7
Property, Plant & Equip. 0 0 0 0 NBV/share ($) 0.22 0.23 0.22 0.22
Exploration 12 0 0 0 NTA/Share ($) 0.22 0.23 0.22 0.22
Investments/other 439 432 432 432 Valuation
Tot Non-Curr. Assets 450 432 432 432 PER (Basic) (x) 6.6 9.3 nm nm
Total Assets ) 520 556 522 526 PER (Fully diluted) (x) 4.5 6.6 nm nm
Short Term Borrowings 0 0 0 0 PER (Fully diluted, normalized) (x) 6.4 8.6 1.7 8.5
Other 38 43 43 43 P/CFPS (x) 7.6 8.6 133 M9
Total Curr. Liabilities 38 43 43 43 Price/NBV (x) 15 14 15 15
Long Term Borrowings 0 0 0 0 Price/NTA (x) 1.5 1.4 1.5 1.5
Other 56 54 54 54 Dividend Yield (%) 15% 9% 8% 8%
Total Non-Curr. Liabil. 56 54 54 54 EV/EBITDA (x) 4.5% 6.7X 6.9% 5.2x%
Total Liabilities 94 97 97 97 EV/Revenue (x) 1.6x 1.9x 1.9x 1.7x
Net Assets 426 459 426 430
Net Debt (net cash) -29 -61 -44 -48 Other Information
Estimated free float: 56%
12-mth High/Low (A$/sh) $0.375 - $0.235
Average daily volume (A$m) 1.5
ASX Code JMS
Next result Apr-21

Company Description

Manganese producer in Sth Africa (via 49.9% interest in Tshipi
mine). Long mine life, low cost and highly incentivised management
for shareholder friendly capital management. Risks are Sth Africa
sovereign risk & manganese price volatility.
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Disclaimer

EUROZ HARTLEYS

Copyright & Distribution

The material contained in this communication (and all attachments) is prepared for
the exclusive use of clients of Euroz Hartleys Securities Ltd (ACN 089 314 983) and
Euroz Hartleys Limited (ACN 104 195 057) only.

Euroz Hartleys Securities Limited is the holder of an Australian Financial Services
Licence (AFSL 243302) and is a participant of the Australian Securities Exchange
Group.

Euroz Hartleys Limited is the holder of an Australian Financial Services Licence
(AFSL 230052) and is a participant of the Australian Securities Exchange Group.

The information contained herein is confidential. If you are not the intended
recipient no confidentiality is lost by your receipt of it. Please delete and destroy
all copies, and contact Euroz Hartleys Securities Limited on (+618) 9488 1400. You
should not use, copy, disclose or distribute this information without the express
written authority of Euroz Hartleys Securities Limited.

Disclaimer & Disclosure

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

Euroz Hartleys Securities Limited and Euroz Hartleys Limited declares that they may
have separately or jointly acted as an underwriter, arranger, co-arranger or adviser
in equity capital raisings, and will have received a fee for its services, from or any
company mentioned within this report during the last 12 months.

You should not act on any recommendation issued by Euroz Hartleys Securities
Limited without first consulting your investment adviser in order to ascertain
whether the recommendation (if any) is appropriate, having regard to your
objectives, financial situation and 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 Hartleys Securities Limited 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 Hartleys Securities Limited 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.

The author of this publication, Euroz Hartleys Securities Limited, and Euroz Hartleys
Limited, it’s directors and their associates from time to time may hold shares in the
security/securities mentioned in this Research document and therefore may benefit
from any increase in the price of those securities. Both Euroz Hartleys Securities
Limited and Euroz Hartleys Limited, and its Advisers may earn brokerage, fees,
commissions, other benefits or advantages as a result of transactions arising from
any advice mentioned in publications to clients.

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, and we are not in possession of, nor does this Research contain any inside
information.

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, nor has any attempt been made to influence this Research.
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