21 July 2020

Pyx Resources Limited

Shares Summary

Operating a high-grade Zircon resource
The company listed on the NSX on February 25th after executing a reverse
takeover – backing a mineral sands operation in Kalimantan into former ASX
listed company South Pacific Resources. PYX also raised $14m at $0.40/share
from new shareholders. Founders and management retain 67.9% of the issued
capital. The mineral sands operation has been in production since 2015,
processing 65.5% premium zircon out of a high-grade mineral sands deposit
with outstanding Zircon content (4.7% Zircon grade). PYX is cashflow positive
and following the issue has cash available to support operations.

Business model

Share Code

PYX

Share price

$0.62

Market Capitalisation

$166.0M

Number of Shares

267.8M

Pro-forma Net Cash at 30 June 19
Share Registry

$6.52M

Advanced Share Registry
Services Ltd

RaaS 5-Point Score* = 2/5
Revenue increasing (1); EPS increasing (0), Return
on Capital Employed [ROCE] (1); EBIT interest cover
>3x (0) Gross Operating cash flow/EBITDA >90%(0)

Upside Case

Pyx’s Mandiri deposit is high grade with a typical sample valued at the high end of
current mineral prices. Demand for mineral sands is expected to exceed supply in the
next few years if economies return to growth. Processed ore graded at 65.5% Zircon is
delivered to three international customers.
Zircon has broad application in a range of industries however demand is typically driven
by residential construction where ceramic tiles using Zircon as a colour and hardness
enhancer are the main product, while novel applications in recent years continue to
drive up demand. China has been the largest user of Zircon and relative growth rates
suggest this will remain the case. Mandiri also has the potential to supply a range of
additional minerals (rutile, ilmenite, etc.) from the mineral sands. Since Iluka (the largest
mineral sands producer) changed the pricing structure for mineral sands trading in 2015,
prices have remained at higher levels.
Following deal close the company has let a contract for additional mining equipment to
enable a production expansion at Mandiri. The deposit has a JORC compliant Zircon
resource exceeding 6mt. Its current processing capacity is 1,500 tpm (or 18,000 tpa)
with further expansion planned. Further exploration of the 2,032ha Mandiri tenement is
likely to increase resource size. Mandiri is the largest resource identified since Sheffield
Resources’ Thunderbird deposit in 2012.
The company’s Singaporean subsidiary (Takmur Pte Ltd) owns 99% of Indonesian
subsidiary PT Andary Usaha Makmur (PT AUM) which has a contract to mine and process
ore from the Mandiri deposit in Central Kalimantan Province, Indonesia, in return for
95% of profits from the mine and exports. Rights to mine the deposit and export Zircon
are held by PT Investasi Mandiri (PTIM).

• Significant upside price potential for Zircon

Recent News

Comparative Companies

PYX announced on June 29 that it had secured mining license renewal for its Mandiri
producing asset until September 2025 with opportunity to extend for a further five
years.
Pro-forma earnings history (US$m) of continuing operations
Year
ended
Dec-17
Dec-18
Dec-19

Revenue

EBITDA

PBT

NPAT

EPS (c)*

OCF

P/E x

1.218
4.761
6,858

0.043
0.490
0.091

(0.017)
0.404
(0.047)

(0.019)
0.303
(0.058)

(0.007)
0.113
(0.002)

(0.196)
0.036
(0.111)

n.m.
5.5
n.m.

• Continued exploration and development of

remaining Mandiri tenement

• Likely positive trend in Zircon supply / demand

balance

Downside Case
• Travel restrictions as a result of COVID-19
• Exchange rate risk
• Volatile Zircon price and an element of sovereign

risk
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• An increased resource base

SFX.AX, ILU.AX, DRX.AX

RaaS Advisory contacts
Scott Maddock
Finola Burke

+61 418 212 625
scott.maddock@raasgroup.com
+61 414 354 712
finola.burke@raasgroup.com

Source: Company data *Based on shares on listing

* The RaaS 5-Point score is based on the company’s performance in its last reported full year. Past performance is not a
reflection of future performance.

Exhibit 1: Mineral sands prices (Annual)

Source: Iluka/TZMI

This report has been commissioned by NSX Ltd (“NSX”) and prepared and issued by RaaS Advisory Pty Ltd. This report has
been prepared independently of NSX and does not represent the opinion of NSX. NSX makes no representation in relation
to acquiring, disposing of or otherwise dealing in the securities referred to in this report.
RaaS Advisory received a fee for preparation of this report. All information used in the publication of this report has been
compiled from publicly available sources that are believed to be reliable, however neither NSX nor RaaS Advisory
guarantee the accuracy or completeness of this report. Opinions contained in this report represent those of the principals
of RaaS Advisory at the time of publication. This research is issued in Australia by RaaS Advisory and any access to it should
be read in conjunction with the Financial Services Guide on the following two pages. RaaS Advisory holds Corporate
Authorised Representative no 1248415 of AFSL 456663. This is not a solicitation or inducement to buy, sell, subscribe, or
underwrite any securities mentioned or in the topic of this document. This document is provided for information purposes
only and should not be construed as an offer or solicitation for investment in any securities mentioned or in the topic of
this document. Forward-looking information or statements in this report contain information that is based on assumptions,
forecasts of future results, estimates of amounts not yet determinable, and therefore involve known and unknown risks,
uncertainties and other factors which may cause the actual results, performance or achievements of their subject matter
to be materially different from current expectations. Past performance is not a guarantee of future performance. To the
maximum extent permitted by law, RaaS Advisory, its affiliates, the respective directors, officers and employees will not be
liable for any loss or damage arising as a result of reliance being placed on any of the information contained in this report
and do not guarantee the returns on investments in the products discussed in this publication. Copyright 2020 RaaS
Advisory Pty Ltd (A.B.N. 99 614 783 363). All rights reserved.
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About Us
BR Securities Australia Pty Ltd (BR) is the holder of Australian Financial Services License (“AFSL”) number
456663. RaaS Advisory Pty Ltd (RaaS) is an Authorised Representative (number 1248415) of BR.
This Financial Service Guide (FSG) is designed to assist you in deciding whether to use RaaS’s services and includes such things as
-

who we are
our services
how we transact with you
how we are paid, and
complaint processes

Contact Details, BR and RaaS
BR Head Office: Level 14, 344 Queen Street, Brisbane, QLD, 4000
RaaS. 20 Halls Road Arcadia, NSW 2159
P: +61 414 354712
E: finola.burke@raasgroup.com
RaaS is the entity providing the authorised AFSL services to you as a retail or wholesale client.
What Financial Services are we authorised to provide? RaaS is authorised to
provide general advice to retail and wholesale clients in relation to
Securities
deal on behalf of retail and wholesale clients in relation to
Securities
The distribution of this FSG by RaaS is authorized by BR.
-

Our general advice service
Please note that any advice given by RaaS is general advice, as the information or advice given will 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, Product Disclosure Statement or like instrument. As we only provide general advice we will not be providing a Statement of
Advice. We will provide you with recommendations on securities
Our dealing service
RaaS can arrange for you to invest in securities issued under a prospectus by firstly sending you the offer document and then assisting you fill out
the application from if needed.
How are we paid?
RaaS earns fees for producing research reports. Sometimes these fees are from companies for producing research reports and/or a financial model.
When the fee is derived from a company, this is clearly highlighted on the front page of the report and in the disclaimers and disclosures section of
the report.
We may also receive a fee for our dealing service, from the company issuing the securities.
Associations and Relationships
BR, RaaS, its directors and related parties have no associations or relationships with any product issuers other than when advising retail clients to
invest in managed funds when the managers of these funds may also be clients of BR. RaaS’s representatives may from time to time deal in or
otherwise have a financial interest in financial products recommended to you but any material ownership will be disclosed to you when relevant
advice is provided.
Complaints
If you have a complaint about our service you should contact your representative and tell them about your complaint. The representative will
follow BR’s internal dispute resolution policy, which includes sending you a copy of the policy when required to. If you aren’t satisfied with an
outcome, you may contact AFCA, see below.
BR is a member of the Australian Financial Complaints Authority (AFCA). AFCA provide fair and independent financial services complaint resolution
that is free to consumers.
Website: www.afca.org.au; Email: info@afca.org.au; Telephone: 1800931678 (free call)
In writing to: Australian Financial Complaints Authority, GPO Box 3, Melbourne, VIC, 3001.
Professional Indemnity Insurance
BR has in place Professional Indemnity Insurance which satisfies the requirements for compensation under s912B of the Corporations Act and that
covers our authorized representatives.

