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PACIFIC NICKEL MINES LTD (PNM AU, $0.10.  Market cap A$21.5m) 

An emerging mid-tier nickel producer:  PNM in a global context 
 
With an increased focus on PNM, we have been asked by investors to put the company in a global context.  
Is PNM only ever going to be a minnow, producing a modest nickel supply into the Chinese RKEF/blast furnace 
industries? Or could it be a more significant nickel supplier than that?   
 
PNM has been busy on its 80%-owned lateritic nickel projects in the Solomons, targeting production in late 
2022.  Recent activity has included: 

• A new JORC 2012 resource for Jejevo.  The total resource plus exploration target for Jejevo and 
Kolosori now stands at 36mt at 1.2-1.3% Ni at a 0.5% COG for over 300kt contained nickel. 

• Submission of a mining lease application for Kolosori and the follow-up Environmental and Social 
Impact Assessment. 

• Appointment of lead engineers for the FEED study. 

• Initiation of marketing, offtake and financing discussions. 

• Completion of reserve drilling at Kolosori (upgrading inferred resources to M+I). 

• Planning for the start of early works before the end of the year. 

PNM in a global context 
The following chart is made up of a reasonably representative list of global nickel producers and is designed 
to highlight that at full production from both Kolosori and the Jejevo projects (each at a rate of 1.3mtpa DSO, 
direct shipping ore, at 1.5% Ni) the company can become a material supplier of nickel into the Chinese NPI 
(nickel pig iron) market. 
 

 
Source: Company reports and BSCP estimates. * designates projects not yet in production. 

MiFID II compliance statement:  Bridge Street Capital Partners are Corporate Advisors to this company and receive fees from this company 
for services provided.  See disclaimer/disclosure for more detail.  By downloading this report, you acknowledge receipt of our Financial 
Services Guide, available on our web page www.bridgestreetcapital.com.au. 
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We concede that there is a bit of an ‘apple and oranges’ comparison here, but it is fair to conclude that subject 
to suitable project economics, PNM with both projects at full production, could be exporting nearly as much 
nickel in DSO as South 32 delivers from its Cerro Matoso operation (as ferronickel) from Colombia.  And PNM 
could be delivering more nickel units than IGO (from Nova), more than Western Areas and significantly more 
than is proposed by restarts by Mincor (Kambalda) and Panoramic (Savannah). 
 
Let’s do a bit more of an ‘apples and apples’ comparison and compare the profitability of a similar group of 
nickel producers.  In the following chart we compare the most recently published EBIT margin (EBIT/revenue) 
for each of the nickel companies or their nickel divisions. 
 

 
Source: Company reports and BSCP estimates 

 
We have chosen to use EBIT margin as a comparative for two reasons: (1) it is a more commonly disclosed 
segment for the diversified miners and (2) it is a metric which incorporates both gross cashflow (ie EBITDA) 
and a capital component.   
 
This comparison generates a wide field, from the PGM-enhanced revenues of Nornickel to the relatively low 
margin assets within Glencore, BHP and Western Areas. 
 
Again, we have introduced a comparison with PNM, imagining Kolosori and Jejevo are producing at a full 
production (2.6mtpa) rate in 2024.  We think this comparison is defendable and that a ca. 30% EBIT margin is 
achievable.  Of course we need to see results of the feasibility study to confirm this, but if we’re right, PNM’s 
margins could be comparable with South 32, Anglo, IGO and Nickel Mines (with the latter mainly a down-
stream NPI producer). 
 
At full production PNM may be able to produce significantly more nickel than two Australian pure nickel plays, 
which are about to move into production: 

• Mincor (MCR ASX), in the process of redevelopment of two Kambalda undergrounds is forecast to 
produce ca. 15ktpa nickel per year (perhaps 12ktpa payable) at full production. Reserves are just 71kt 
of contained nickel, while resources are 199kt.  MCR’s EV is around A$530m. 

• Panoramic Resources (PAN ASX) which has recently reopened the Savannah underground for a 12 
year mine life at 12ktpa nickel (or around 8-9kt payable plus copper and cobalt) with a project NPV8 
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of around A$350m.  Reserves are 102kt contained nickel (plus copper/cobalt credits); resources are 
210kt nickel.  PAN’s EV is around A$430m. 

Comparing these two emerging nickel producers with PNM: 

• Total contained (and payable) nickel from Kolosori and Jejevo is estimated at ca. 32kt per year (26kt 
PNM share) or 2 to 3 times payable production from Kambalda and Savannah. 

• The combined resources of the two projects total around 310kt contained nickel at a cut-off grade 
(COG) of 0.5%, significantly higher than both PAN and MCR. 

• For PNM total resources are 148kt contained nickel at a 1.2% COG or 118kt PNM’s share.  This we 
think will be closer to a reserve estimate.  This is on par with Savannah and well ahead of Mincor’s 
71kt reserve base. 

• In Appendix 1, we have made a direct comparison of our understanding of PNM’s combined 
production with the economics of PAN’s Savannah restart.  It should be stressed that this comparison 
is not aimed at “making Kolosori and Jejevo into hard rock nickel mines”.  It is done to help investors 
understand the similarities and differences between the two types of mining operation.  Key points 
to come from this comparison are as follows (noting we have based this comparison on current spot 
prices: US$8.76/lb for LME, US$93/wet metric tonne on a delivered basis for 1.5% DSO; sourced from 
Ferroalloynet.com): 

o PNM will receive effectively full payability for nickel units delivered to China, against an 
industry norm for the concentrate producers of around 80% payability. 

o In order to make a direct comparison we have calculated price received by PAN/Savannah to 
a US$/lb of nickel in mill feed, that is before metallurgical losses and smelter charges.  This 
reduces the nickel price to US$5.82/t against US$4.02 for DSO. 

o Costs (C1 basis) are reasonably similar, US$2.76/lb for Savannah after fairly hefty credits for 
copper and cobalt.  We estimate PNM at US$2.35/lb.  Note the high proportion of transport 
costs: over 60% of total.  DSO is really a bulk commodity. 

o We estimate that the DSO margins on a cash and notional EBIT basis are less than Savannah, 
largely due to the lower price received.  But margins around the 40% mark are still very 
attractive. 

o However, taking this through to a ‘bottom line’ the DSO operations together produce a 
notional EBIT of around US$91m against the Savannah hard rock mine of US$67m. 

o Capex for the two DSO mines is thought to be around US$40m; the current restart of 
Savannah is stated at A$41m plus historic capex (the capex being depreciated appears to be 
around A$108m). 

In conclusion: 

• Lateritic nickel sources are becoming an increasingly important source of nickel units to the global 
stainless steel and EV battery markets. 

• Laterite-based operations have delivered significant nickel tonnages at attractive EBIT margins.  The 
largest listed company with revenues dominated by DSO, Nickel Asia, delivered an EBIT margin of 
over 40% for 1H21. 

• With PNM’s two operations at what we estimate as full production the company can deliver a 
meaningful nickel supply, comparable to well-known projects such as South 32’s Cerro Matoso and 
IGO’s Nova at comparable EBIT margins (to pick two examples). 

• PMN’s EV, fully diluted for future issues to landholder minority groups is currently under $25m.  This 
looks particularly inexpensive against its pre-development nickel hard rock peer group, such as 
Panoramic Resources and Mincor (both with EVs over $400m), even adding ca. US$40m to allow each 
project to move into production. 
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Capital structure 
 

 
 

Brief background to the global nickel mine supply industry 

• Approximately 70% of global nickel demand (around 2.5mtpa) is employed in the manufacture of 

stainless steel.  Stainless steel is a widely used industrial alloy, highly impervious to corrosion, used 

in cookware and major appliances, cutlery, surgical instruments and widely throughout the world’s 

chemical, paper and water industries. 

• Nickel supply is driven by two main types of nickel ore, nickel sulphides derived from primary nickel 

orebodies (now a mature industry) and nickel laterites formed from the weathering and subsequent 

enrichment of nickel-bearing rock types.  These laterite deposits are further subdivided into limonite 

and saprolite.  Limonite ores are the commonest and make up some 70% of global laterite resources.   

• Higher purity nickel feedstock (“Class 1”) is largely derived from the smelting of nickel concentrate 

from sulphide mines makes up some 25-30% of demand from the stainless producers.  However, 

Class 1 feed is progressively being diverted into the manufacture of nickel sulphate for rechargeable 

batteries, driven by the seemingly exponential demand for electric vehicles and energy storage in 

general.   

• Increasingly, stainless steel producers have been using so-called Class 2 or charge nickel products 

such as nickel pig iron (NPI) and ferro-nickel (FeNi) which contain <99.8% Ni and are commonly 

produced from very large nickel laterite deposits.  Interestingly we are now starting to hear of Class 

2 nickel feedstock being upgraded to nickel sulphate for battery use. 

 
  

PNM Capital structure

Issued capital m 215.0

Share price $ 0.10

Market capitalisation $m 21.5

Cash (June 2021) $m 1.8

Accrued management fees $m -0.4

Director loans -0.2

Enterprise value $m 20.3

Additional shares

To Sunshine, subject to lodgement of ML m 13.8

To Kolosori, subject to grant of ML m 15.6

29.4

Total no. of shares (conditional) m 244.4

Market capitalisation (conditional) $m 24.4

Options (1) m 11.5 Exercise 6c, September 23
Options (2) m 71.6 Exercise 9c, June 24

Held by directors 19.7%

Top 20 53.0%
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APPENDIX 
Comparison of Panoramic Resources’ Savannah restart with PNM’s DSO projects 

 

We have put together the following economic comparison to allow us to put PNM’s proposed DSO operations 

in context with a hard rock/sulphide nickel operations, the restart of Panoramic’s underground Savannah 

mine in WA. 

 

 
Source: company disclosures and BSCP estimates 

  

Panoramic/Savannah restart, project basis PNM/Kolosori + Jejevo, project basis

Mine/mill rate Mtpa 1.0 Mining/shipment rate Mtpa (WMT) 2.6

Grade Ni % 1.25% Grade Ni % 1.50%

Moisture content % 0% Moisture content % 30%

Contained nickel Mlb 27.6 Contained nickel Mlb 60.2

Met recovery % 83% Met recovery % 100%

Nickel in concentrate Kt 10.4 Total nickel shipped kt 27.3

Payability % 80% Payability % 100%

Payable nickel Kt 8.3 Payable nickel Kt 27.3

Nickel price (LME), spot US$/lb 8.76 DSO price, spot (1.5% Ni), CIF US$/WMT 93

Revenue US$m 160.3 Revenue US$m 241.8

Revenue, per lb contained nickel US$/lb 5.82 Revenue, per lb contained nickel US$/lb 4.02

Costs Costs

Mining + processing + G&A US$m 117.9 Mining + loading + G&A US$m 33.8

By Product credit US$m -47.8 Transhipment US$m 13.0

Transport (US$35/t) US$m 91.0

Royalty (3.75%) US$m 6.0 Royalty (3%) US$m 3.8

Total costs, after credits US$m 76.2 Total costs US$m 141.6

C1 costs per lb contained nickel US$/lb 2.76 C1 costs per lb contained nickel US$/lb 2.35

Cash margin US$/lb 3.05 Cash margin US$/lb 1.66

% 53% % 41%

Notional cashflow (site) 84.2 Notional cashflow (site) 100.2

Capital cost per pound of reserves US$/lb 0.64 Capital cost per pound of reserves US$/lb 0.15

Site all-in costs, per lb reserves US$/lb 3.40 Site all-in costs, per lb reserves US$/lb 2.51

Site all-in margin, per lb reserves US$/lb 2.42 Site all-in margin, per lb reserves US$/lb 1.51

% 42% % 38%

Notional EBIT (site) US$mpa 66.6 Notional EBIT (site) US$mpa 90.9

Pre-production capital US$m 81 Pre-production capital US$m 40

Resources (nickel only) Mt 13.456 Resources (0.5% COG) Mt (WMT) 29.5

Moisture % 0% Moisture % 30%

Grade Ni % 1.56% Grade Ni % 1.23%

Contained nickel Kt 210 Contained nickel Kt 254

Reserves (nickel only) Mt 8.274 Resources (1.2% COG) Mt (WMT) 13.7

Moisture % 0% Moisture % 30%

Grade Ni % 1.23% Grade Ni % 1.50%

Contained nickel Kt 102 Contained nickel Kt 144

Notes

Spot prices as at 15 October 2021

PAN DFS estimates converted to US$ at 0.75

PAN capex based on quoted capex charge of A$1.12/lb for life of reserves.
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By downloading this report you acknowledge receipt of our Financial Services Guide, available on our web page 

www.bridgestreetcapital.com.au. 

Bridge Street Capital Partners Pty Ltd is licensed to provide financial services in Australia; CAR AFSL 456663; Level 14, 

234 George Street, Sydney NSW 2000 

Bridge Street Capital Partners Pty Ltd is providing the financial service to you. 

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 re-supply 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 PNM.  He is remunerated by BSCP but is not paid a specific fee for providing this report.  BSCP are Corporate Advisors 

to PNM and receive fees from MAR for services provided.  BSCP, its directors and consultants may own shares and 

options in PNM and may, from time to time, buy and sell the securities of PNM. 

 

BSCP has earned fees from a recent capital raisings undertaken by PNM. 
  

http://www.bridgestreetcapital.com.au/
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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. 


